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Chairman Charles A. Vanik, Subcommittee on Trade, Committee
on Ways and Means, announced that the Subcommittee on Trade has
concluded consultations with the Administraticn on legislation
to implement the results of the Multilateral Trade Negotiations,
and has tentatively agreed on rezommendations described belcw on
legislation necessary to implement those negotiations. This
summary incorporates the decisions announced to date.

The Subcommittee on Trade of the Committee on Ways and Means
has jurisdiction over the Multilateral Trade Negotiations under
Title 1 of the Trade Act of 1974, 1In addi-ion to members of the
Subcommittee on Trade, members of other House Commnittees having
jurisdiction over portions of the legislation to implement certain
of the international codes or, having a strong interest -ffi"the oyer-
all results of the negotiations also participated in the consul-
tations which were closed to the public due to the subject matters
being Jdiscussed. With respect to the implementing lejislation

the Subcommittee on Trade rcached the following tentative conclu-~
sions:

DECISIONS RELATING TO ANTIDUMPING

Price Comparisons and Constructed Value

-

The Subcommittee agreed that when price comparisons cannot
be made with products sold in the exporter's home warket, the Secre-
tary would be permitted to use either price comparisons with pro-

ducts sold by the exporter in thIrd country markets or constructed
value.

The SubcoMmittee agreed that in determining '"constructed value"
the Secretary would construct the value of the inputs of a product
subject to an antidumping 1nvestigatiou if such inpute are dumped
or subsidized in the exporter's home market.

The Subcommittee decided that changes in the Antidumping Act
other than the changes previously agreed to which reflect changes
proposed in the International Antidumping Code should not be ins
cluded in the MIN implementing legislation. The Subcommittee fur-
ther decided that it would undertake a hearin% in the near future
on Administration proposals and other proposals to conform defini- -~
tions of less than fair value sales to the new valuation statute
and to other amendments to other provisions such as related party —

transactions and trade with nonmarket economies. o
.

Adjustu‘:g\ts to Foreign Market Value -""""‘»\

The statute will reflect that citcums‘fances of sale lﬁc'.u' which
adjustments couid be made would include, but would not be limited
to, differences in credit terms, guarantees, warranties, t&chnical
assistance, servicing, assumption by selle: of purcharser s adver-

tising, or seller's costs and commissions wh bear a direct
relationship to the sales under conaidera -
- ~ A )

The Subcomnittee agreed that
techniques or averaging to comp
a significant volume of s
ments are required. Ad

Secretary. eould use sampling
.S. foreign market values when
a significam: number of adjust-
ts relating to operations of exporters

(1)



of insignificant quantities of dumped products would not delay
appraisements. Insignificant adjustments (the term "inhsignifi-
cant' will be defined in the legislative history) could be ig-
nored at the Secretary's discre:ion.

’ Injury

The Subcommittee decided that for purposes of the Anti-
dumping Act, injury, in conformity with the Code will be mater-
ial injury and defined as a harm which 1is more than frivolous,
insignificant, inconsequential, or immaterial. Generally, the
laniuage will reflect that the standard of injury under the Act
will be the same as tha” enunciated in the Senate Report on the
Trade Act of 1974, With repard to injury criteria, the Sub-
committee agreed that the Code criteria relating to the volume
of dumped imports and their effect on prices and the consequent

impact of such imports on domestic industry should be included
in the statute.

gauanlitz

The statute will reflect that injury must be "by reason of"
sales below foreign market value and that the petitioner will
not carry the burden of provi the negative, i.e,, that other
factors unrelated to the dumped imports are not t
injury. The report language will include a ITst of
factors contained in the Code, and will make clear tha
mission is not required to weigh injury by reason of d
ports against such other factors.

4

The effects of less than fornign market value imports shall
be assessed in relation to domestic production of like product,
and there shall, to the extent permitted by available data, be
separatc identification of such production, in terms of such
criteria as production processy producer's realization, and pro-
fits where a firm produces other merchandise as well,

Definition of Domestic Industry

The Subcommittee agreed to include in the statute the Code
definition of domestic industry, including the Code language
with respect to regional markets.

Suspension of Investigations

The Subcommittee agreed that investigations may be suspended
upon acceptance of an undertaking by exporters, representing sub-
stantially all of the dumped imports to cease exporting the
dumped product within 6 months or to revise their prices so as
to eliminate the margin of dumping or, in extraordinary circum-
stances, the injurious effect of the importation of the dumped
merchandise. An affirmative preliminary determination of LT¥V

sales must be made on or before the date on which an undertaking
is accepted.

It was further agreed that the legislative report language
would indicate that the phrase "substantially all of the dumped
imports' would mean no less than 85% of all dumped imports. Fur-
thert:ore, the Customs Service would be required to monitor such
imports carefully to be certain that substantially all of the
dumped imports continue to be exﬁorted by exporters party to the
undertaking and that the undertskings are not violated., Inten-
tional violations by importers of the terms of the assurance

would be regarded as acts of civil or criminal fraud against the
u.s.

The statute would also provide that undertakings vhich elim- =
inate only the injurious effect of the dumped imports muat:



1) provent suppression or undercutting of domestic
price levels, and

2) eliminate no less thar 85% of the margin.

"Extraordinary circumstances' exist when suspension of an
investigation will be more beneficial to the domestic industry
affected rhan continuing an investigation and the investigation
is complex, {.e., there are a large number of expnrters invnlved
or the issues raised are novel or complex.

Any urdertaking to eliminate the injurious effect of the
dumped imports is reviewahle by the ITC upon request of a party
to the investigation made within 30 days of the date of accep-
tance of the undertaking. Within 75 days the ITC will derermine
vhether the undertaking will eliminate the injurious effecr. if
the injurious effecc has not been eliminated, the investigarion
will resume.

Provisionul Measures

The Subcommittee agreed that provisional measures could take
the form of either cash deposits, bonds, or other securities, the
face value of which is equal to the estimated dumping duty. 1If
provisional measures take the form of bonds, the Customs Service
will continue to exercise discretion in determining whether a sir-
gle entry bond is necessary For purposes of securing the revenue.
This latter provision will also appgy with respect to the imple-
mentation of the Subsidies Code and supersedes the previous Sub-
committee decision on this mattar.

Retroactive Application of Duties

The Subcommittee agreed to adopt the Code language which per-
mits retroactive imposition of dumping duties on imports entered

not more than 90 days prior to the application of provisional mea-
sures if:

a) either there has been a history of dumping or the
importer was or should have been aware that the ex-
porter practices dumping which causes injury, and

b) injury is caused by massive imports in a relatively
short period of time.

Timing of Procedures

The Subccumittee agreed to the following maximum time periods
for administrative determinations in an antidumping investigation:

Treasury determination of indication
of sales at less than foreign umarket

value (LTFMV) (Investigation initiated) Day 20
International Trade Commission deter-
- mination of indication of injury Day 45

~Treasury preliminary LTFMV determination
a) routine case Day 170
b) complex case Day 245

Treasury final determination
a) routine case Day 245
b) complex case .- Day 320



International Trade Commission injury
determination routine case:
a) affirmative preliminary LTFMV

determ{nation Day 290
negative preliminary LTFMV
determination Day 320

complex case:
a) affirmative preliminary LTFMV

determination Day 365
b) negative preliminary LTFMV ,
determination Day 395

The Subcommittee further agreed that the statute should
stipulate the conditions under which the Sectetnr¥ could deter-
mine that a case is comp :«. It {s the Committee's intention
that complex cases would occur rarely.

The Subcommittee agreed that the Treasury shall designate
a responsible individual to review the evidence available no
more than 80 days after the initiation of the investigation ¢ .
that Treasury can be advised whether a preliminary affirmative

determination can prcoperly be issued within 90 days of the ini-
tiation.

The absence of a need to investigate cost of production of
exporters, the lack of cooperation of the exporters in supplying
data, the written, irrevocaole waivers by all interested parties
of the need to verify data submitted by the exporters and of the
need to review and comment on such data shall be taken into ac-
count in making the determination.

Revocation or Modification of a Dumping Finding

The Subcommittee agreed that except in unusual circumstances,
requests for revocation‘bﬁ\ a finding will be acted on favorably
only if sales below fair value have not occurred for at least

2 years., It is contemplated that 'unusual circumstances" would
encompass a situation in which a sudden, domestic shortage of

the product occurs. -

DECLS"ONS RELATING TO SUBSIDIES AND COUNTERVAILING DUTIES
Definition of Subsidy

The Subcommittee agreed that the statute should define the
term bounty or grant to include, but rot be limited to:

(a) the export subsidies listed in Annex A to the
Subsidy/CVD Code; and

(b) the domestic subsidies set forth below when pro-
vided or mandated by governmental action to a spe-
cific enterprise or industry or grou{ of enter-
prises or industries, whether publicly or privately
owned, and whether paid or bestowed directly or in-
directly on the manufacture, production or export
of any class or kind of merchandise;

(1) the provision of capital, loans or loan
guarantees on terms inconsistent with commer-
cial considerations;*

#HtE regard to the provision of capital, "commercial considera-
tiors" sgall mean consideration of whether at the time the capital
is provided, the recipiernt is required, and can he expected within
a reasonable period of time, to 3er1ve from its operations a rea-
sonable rate of return on its invested tapital.

-

~
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(ii) the provision of goods or services at preferen-
tial rates;

(ifi) the grant of funds or forgiveness of debt to
cover operating losses; and

(iv) the assumption of any costs or expefises of manu-
facture, producticn, or distribucion.

The Subcommitteesfurther agreed that Treasury should be
directed, consistent with domestic legislation, to add to the
list of subsidies by regulation. Other types of practices which
are discovered and recommended as additions to the list of sub-
sidies are to be approved by the Trade Policy Committee. This
review should take place on an annual basis,

Definition of Net Subsidy

The Subcommittee agreed “hat the statute will provide that
the amount of countervailing duty shall equal the net benefit
received from the subsidy by the producer, manufacturer, or
exporter of the merchandise. Tbe net benefit received shall be
determined from the best available evidence as to the gross
benefit received less amounts necessarily and directly paid a®
incurred by the recipient of the benefit in the form of:

1. application fees, degosits and other direct pay- -
ments made, or direct and verifiable costs actually assumed to
qualiﬁy for or otherwise actually receive the venefit of the
subsidy;

2. the loss in the value of a benefit, resulting from
- its deferred receipt, if such deferral is mandated by government
order;

3. export taxes, duties or other charges actually
levied on the export of the merchandise to the United Stafggz”
specifically intended to offset the subsidy received. -

o

Definition of Injury

The- Subcommittée decided that in conformity withk the Code,
the term '"material injury" shall be used in the statute and
shall be defined as a harm which is more than frivolous, insig-
nificant, inconsequential or immaterial. Generally, the lan-
guage will reflect that the standard of injury will be the same
as that enunciated in the Senate Report on the Trade Act of 1974.

Injury Criteria

The Subcommittee agreed that the (nde ingury criteria (liet
of factors for determining impact on industry) should be incor-
porated in the domestic legislation but existence or lack there-
of of any one factor should not control the determination.

The Subcommittee agreed that with respect to injury for
agricultural products, the statutory criteria should be whether
there has been an increagsd burden on goverrment incomwe or price
support programs. .-~ ’

Causality

The Subcommittee agreed that the statute will reflect that
injury must be "by reason of" subsidized imports and that the
petitioner will not carry the burden of proving the negative,
i.e., that other factors unrelated to the dumped imports are
not the cause of injury. The repurt language will include a
Tist of other factors contained in the Code, and will make clear
that the Commission is not required to weigh injury by recason
of subsidized imports against such other factors.



Provisional Measures

The Subcommittee agreed that provisicnal measures could
take the form of cash deposits, bonds, or other securities,
the face value of which is equal to the estimated amount of
the net subsidy. 1f provisional measures take the form of
bonds, the Customs Service will continue to ‘exercise discre-
ticn in determining whether a single entry bond is necessary
for purposes of securing the revenue. i ;

Suspension of Inves‘tigacion

The Subcommittee agreed that investigations may be sus-
pended upon acceptance of an undertaking

by the exportinp govermment:
1{ to offget a net subsidy or to cease exporting
the subsidized goods within wix months,

2) to take "other measures' to remove the effects
of the subsidy,

by the exporters representing substantially all of
the subsidized imports to revise their prices so as
to offset the net subsidy or, in extraordinary cases,
the injurious effect of the importation of the sub-
sidized merchandise.

An affirmative preliminary determination of subsidized imports

must be made on or %“efore the date on which an undertaking is
accepted.

It was further agreed that the legislative report language
would indicate that the phrase 'substantially all of the subsi-
dized imports’' would mean no less than 85% of all subsidized
. imports. Furthermore, the Customs Service would be required to
" monitor such imports carefully to be ‘Certain that substantially

‘all of the subsidized imports continue to be exported by ex-
porters party to the undertaking and that the undertakings are
not violated. Intentional violations by importers of the
terms of the assurance would be regarded as acts of civil or
criminal fraud against the U.S.

The statute would also provide that undertakings which

eliminate only the injurious effect of the subsidized imports
must

1) prevent suppression or undercutting of domestic
price levels, and

2) eliminate no less than 857 of the net subsidy.

“Extraordinary circumstances' exist when suspension of an
investigation will be more beneficial to the domestic industry
affected than continuing an investigation and the investigation
is complex, 1.e., there are a large number of exporters involved
or the issues raised are novel or complex.

Any undertaking to eliminate the injurious effect of rFr:
subsidized imports i3 reviewable by the ITC upon request of a
party to the investisation made within 30 days of the date cof
acceptance of the undertaking. Within 75 days the ITC will
determine whether the undertaking will eliminate the injuriou.
effect. If the injurious effect has not been eliminated, the
investigation will resume.

1f undertakings accepted by the Secretary constitute mea-
sures other than price undertaking (i.e. quantities limtitation)
they would be stvbject to strict time limits as to their duration.



Time Period for Investigations

The Subconmittee agreed to reduce the time period for in-
vestigations from one year in present law to a total period
of 215-335 days. The various phases of investigations would
aliow for the following maximum time periods:

Treasury determination of indicaticn of subsidy Day 20

International Trade Commission determination

ot indication of injury Day 45
Treasury preliminary determination of subsidy
a) simple case Day 95
b) zcomplex case Day 185
Treasury final determination of subsidy
a) simple case Day 170
b) complex case Day 260

International Trade Commission injury
determination, simple case
a) affirmative preliwminary subaidy

determination Day 215
b) negative preliminary subsidy
determination Day 245

International Trade Commission injury
determination, complex case
a) affirmative preliminary subsidy

determination Day 305
b) negative preliminary subsidy
determination Day 335

Complex Case Procedures

The Subcommittee agreed that the Secretary of the Treasury
could determine that a countervailing duty investigation is com-
plex (thereby permitting up to 90 additional days to make a pre-
liminary subsidy determination) only if certain criteria are mec.
The ?ubcounuttee intends that such determinations will occur
rarely.

Application to Signatories and Non-signatories

The Subcommittee agreed that the statute should provide that
domestic procedures under the countervailing duty law (except
with respect to injury) apply uniformly to signatories and non-
signatories of the code,.

DECISIONS RELATING BOTR TO ANTIDUMPING AND COUNIERVAILING DUTIES
Inltfation of Investigation

s
The statute would provide that the Secretary may self-

initiate an investigation upon receipt of information reasonably
-indicating the existence of dumping and injury. It was further
agreed that a petitioner shall not be required to supply more infor-
mation than is reasonably avaiiable to it. Rep:;fslanguAﬁe should
reflect that the purpose of this provision is to ensure that peti-
tions ar: not rejected, and petitioners not discouraged from filing
a complaint, because of the petitioner's inability to provide infor-
mation vhich is unreasonably difficult for him to obtain.
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The Subcommittee agreed that the implementing bill should

-not require the petiticner to put up & bond or cash deposit as

a prerequisite to filing an antidumping or countervailing duty
petition, T
) When a petiticn i{s rejected, either the Secretary or the
ITC would be required to notify the petitioner. Publication

of such notice would be required only if the tasis for the re-
jection will have a precedential value.

Imposition and Collection of Dumping Duties
A

The Subcommittee agrecd that importers of merchandise sub-
Ject to a dumping finding will be required to pay estimated
dumping duties at the same time entry duties are paid. Final
liquidation of entries subject to a dumping finding must be
made no later than six months after the exporter and importer
have satisfactorily pupplied the information on which to base an
assessment, but in no case more than 12 months after the end
of the exporter's accounting year during which the entry was made.

Hearing Requirements

The Subcommittee agreed that helrinis would be held, upon re-
quest, before the final determinations of the Treasury Department
and the International Trade Commission. The hearing would not be
subject to the "Administrative Procedure Act" and a hearing record
would be required.

Verification of Submissions

Verification is required of all submissions and the means of
verification is to be disclosed. If & submission cannot be veri-
fied or if a party fails to provide information in a timely and
useable manner, a determination will be made on the basis of the
boest information available.

Confidentiality

The Subcommittee agreed that submissions may be given on a
confidential basis, but nonconfidential summaries, available on re-
uest to any party, could be required. Parties must be kept in-
ormed of the progress of the investigation. Summary records of
ex garte meetings with the administering agencies must be available
to interested parties, Counsel for interested parties may seek
access to confidential information submittad to the Treasury Depart-
ment under an adminstrative or court protective order. Confidential
information submitted to the International Trade Commission may not
be disclosed without the consent of the person submitting the infor-
mation,

Treasury Department - ITC Procedures

It was the consensus of the members that the Treasury Depart-
ment should make available to the International Trade Commission
all information developed in the course of countervailing duty and
Antidumping investigations. The two agencies shall devefop joint
regulations regarding their procedures, including the protection of
confidential information,

Transition Rules

In applying the amendments to the antidumping and countervailing
duty laws made by the implementing bill to pending cases and investi-
gations, the Subcommittee agreed to the following:

a) with respect to each case in which a countervailing duties
waiver is in effect, the ITC would be required to conduct an in-
jury test within 6 months of the effective date of the Code;

b) with respect to all other cases in which a countervailing
duty order is in effect, and, in which an injury determination had
not already been made, the ITC would conduct an injury review, upon
request of a party in interest during the 3 year period beginning

after enactment of the act, subject to the following:
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1., the request must state the-teusons why no injury
is believed to exist.

2, the standerd for review is whcther there is a rea-
sonable basis for concluding that there would have
been injury or threat thereof i{f the duties had not
been collected or whether there would be injury or
threat of injury if the duties are removed.

3. the timing of the cases will depend on the ITC
docket with waiver cases receiving priority.

4, pending review, duties will continue to be collected.
5. determinations for which there is no request for re-

Xiew within 3 years would be reviewable under the old
aw.

6. with respect to pending investigations under both the
antidumping and countervailing duties laws, the new
law will apply.

DECISIONS REGARDING JUDICIAL REVIEW
Antidumping and Countervailing Duties

The Subcommittee agreed to provide judicial review in the
Customs Court of:

1) all determinations which have the effect of ter-
minating a proceeding (including a determinaticn to
accept undertakings); and

2) a final affirmative determination by the Secretary
of the Treasury or the 1TC.

Previously the Subcommittce decided that administrative deter-
minations would be upheld if supported by substantial evidence
on the record. This standard of review will still apply except
with respect to a determination not to initiate an investigation
for which the standard will bte whether the determination is arbi-
trary, capricious, an abuse of discretion or otherwise not in
accordance with law,

Previously the Subcommittee decided that a party to the com-
plaint may appeal a negative determination concerning initiation
of an investigation and that an interested party to the proceedings
vwvhich is adversely affebted can appeal all other determinationms.
TheiSubcgmmittee agreed that '"interested party'" shall be defined
to include:

a) any foreign manufacturer, producer or exporter or U.S,
importer of the goods under investigation;

b) any domestic manufacturer, producer or wholesaler of
like goods, or any trade association the members of
which are composed of such parties; and

c) any trade union whose members produce like goods.

For purpose of review, the Subcommittee agreed that unless
the parties otherwise stipulated, the record would consist of:

a) all information presented to the Secretary or the
Commission during the course of the administrative
proceeding;
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b) all goverrmental memoranda presented to the
Secretary or the Commission; and

¢) & copy of the determination, including supporting
reasons therefor, all transcripts or records of
conferences or hearings and all notices published
in the Feders. Register.

ith respect to the application of the new provisions on
juditial review to pending cases, the Subcommittee agreed

a) that review procedures commenced prior to the effec-
tive date of the new provisions, at either the admin-
istrative or judicial level, shall be conducted in
accordance with existing law;

b) thav assessments made after the effective date of the
new provisiuns would be reviewable under the new prn-
visions (except that where the challenge is not to
the assessment but to the underlying agency determina-
tion, existing 'aw shall be lppliegg;

c) that assessme.ats made grior to the effective date of
the new provision; would be reviewable under existing
law.

Government Procurement

The Subcommittee previously decided to provide judicial review
of Customs Service decisions regarding their certification of
the "country of origin" of products covered by the Govermnment
Procurement Code.

The Subcommittee decided to specify the U.S. Customs Court
as the court of jurisdiction on these matters, and limited the
standing to only those parties in interest.

Valuation

The Subcommittee decided to provide conformity with the
Code, in statutory language, in two procedural areas:

a) the importer will be granted the right, upon written
request, to a written explanation from Customs as to /
how the Customs value for his goods was determined. '

b) a protesting party will be provided with .n written
notice of verdict on appeal, which will also contain
the reasons for the verdict.

The Subcommittee decided to expand the group of parties which
would have standing to challenge the appraisal value, the clas-
sifcation, or the rate of duty of imports to include U.S. members
of a labor organization or otger association of workers whose
members are employed in the manufacture, production, or wholesale
in the U.S. of a like product.
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DECISIONS RELATING TO CUSTOMS VALUATION

The Subcommittee decided to provide in statutory language
a prohibition on any modification of the transaction value for
imported merchandise because of a subsequent rebate.

The Subcommittee agreed to provide Committee report lunguage
expressing the interest of the Subcommittee in limiting the
total amount of technical assistance given to the less devaluped
countries which sign up to the Valuation Code.

The Subcommittee further agreed to require the Admninistra-
tion to provide a report to Congress on the operation -f the
Valuation Code after two years, with specific aspects of the
Code given special attention, such as trade between related
parties; the definition and application of “assists" and other
term: agddwhether to place in the statute the explanatory notes
to the Code.

The Subcommittee agreed to express in the legislative history
a statement that the Congress expects the Administration to act
vi%crously in urging the Customs Cooperation Council (CCC) to
fulfill its obligations under the ‘/aluation Code in resolving
technical disputes on customs practices, and that the CCC move
towards replacing the Brussels Definition of Value (BDV) with the
new code agreed to in the MIN.

Further, the Subcommittee agreed that, in all trade puolicy
matters which arise under any of the MIN codes, the Office of
the Special Trade Representative (STR) will continue to maincain
its role of leadership in the Executive Branch, and coordinate
departmental policy through the inter-agency review process.

American Selling Price (ASP)

Consistent with U.S. obligations negotiated under the MTN
code on customs valuation, the Subcommittee agreed to the Admin-
istration’s proposal to repeal the American Selling Price method
of valuation for duty purposes under section 402 of the Tariff
Act of 1930. The rates of duty converting ASP valuation into
tariff equivalents as provided by the Administration will be in-
cluded in the implementing bill, consistent with the section 102
nature of the agreement.

The Subcommittee also agreed to Administration requests to
exceed the staging limits under section 109 of the Trade Act on
certain ASP items to permit on January 1, 1980 full implementa-
tion of tariff cuts on chemicals identified in basket categories
as not previously imported, and to exceed staging limits to im-
plement tariff reductions in five years on dyes not currently
traded. The Subcommittee also agreed to authorize the President
to proclaim the reclassification of certain chemicals currently
included in the competitive basket categories as actually non-~
competitive items at lower rates of duty, based upon an ITC
determination of such items to be provided to the President be-
fore January 1, 1980.

DECISIONS RELATING TO THE AGREEMENT ON GOVERNMENT PROCUREMENT

The Subcommittee agreed to provide language in the Committee
report urging the Administration to act promptly to include ser-
vice industries in the coverage of the Code well in advance of the
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Code coverage re-ncgotiations which are scheduled to take
place three years after the effective date of the Code, as pro-
vided in Part IX of the Code.

The Subcommittee agreed that the Administration's state-
ment of Administrative Intent would emphasize their continued
commitment to continue without limitation the labor-surplus
set-aside proirnn. The Committee report would reflect this
concept as well,

The Subcommittee agreed to direct the Administration to
prepare a study on the administration cf the present U.S. "rules
of or1§in," and report to Congress on suggested improvements and
simplification of existing practice. The special problems which
affect the 1.S., insular possessions in this regard will be taken
into aceount,

The Subcommittee decided to approve the following proposal
on the President’s autho.ity to waive przferences--such as '"Buy
American" preferences--

1) For covered purchases (subject to exceptions, such
as threshold level, national security, etc.):

a) Waiver of discriminatory purchasing require-
ments for countries which sign the Code and provide a reciprocal
offer, and for those non-major industrial countries whick provide
reciprocIty or apply the Code de facto. The Statement of Admin-
istrative Action will elaborate on what 'providing reciprocity"
entails for such countries.

b) Waiver of discriminatory purchasing require-
ments for least developed countries:

¢) For major industrial ccuntries which are non-
signatories or whose application is not consented to by the U.S.,
pursuant to Part IX(9) of the Code (non-application of this Agree-
ment between particular parties), immediate prohkibition from bid-
ding on Code-covered purchases.

d) For those countrieeg not covered in any of the
above categories, two years of the status quo (e.g., Buy American
preferences) before the full prohibItIon on bidding begins. Pro-
hibicion can be waived by an agency head on a case-by-case basis
on individual contracts when in the public intereat and by the
Secretary of Defense for Department of Defense purchases from

countries that enter into a reciprocal procurement agreemeat with
DOD.

2) For all non-covered purchases, retention of the

status quo (e.g., the Buy American preferances), subject to pos-
sIble SaEEomnittee amendment. !

The Subcomuittee agreed to direct the ’resident to report to
Congress within 6 months after the enactment of the MIN imple-
menting legislation on the effects on the U.S. economy of the
refusal of the developed countries to allow the Govermmeat Pro-
curement Agreement to cover their entities that are principsl
purchasers of goods and equipment in basic product sectors.

The President would also be directed to seek mcre open and
equitable market access abroad in subsequent renegotfations of
the Agreement. If the renegotiations do not progress satisfac-
torily, the President shall so report to Congress. The implementing



13

legielation will provide that the President may recoumend legis-
lation for the treatment of U.S. agencies not covered by the
Agreement which may prohibit them from accepting bids that would
result in the purchase of products made in such developed countries
and which may deny the use of Federal funds and credits to
factlitate other domestic purchases of such products. The
Committee report would state that this authority in no way implies
that the Prasident would exercise this provision with respect to
any particular U.S. agencies or any particular industry or

product sector. The report would also emphasize that the ’resident
should be selective in his use of this authority and exercise it
only in the overall national interest.

The Committee report will also refer to Section 301 of *he
Trade Act of 1974 as a vehicle for enforcing obligations undes-
taken by signatories to the Agreement, and also for addressing
discriminatory acts or other unreasonable and unjustifiable
restrictions against U.S. commerce.
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DECISION RELATING TO STANDARDS

The Subcommittee approved language in the impementing
legislation which would provide that the administering agency
for trade policy shall enter into discussions or negotiations
with foreign governments on establishing mutual arrangements for
the acceptance of standards or relate. practice. In so doing,

the administering agency will consult with the relevant’ ‘ederal
agencies.

The legislative history will then refer to a specific problem
which involves uniform standards for required disclosure of pro-
prietary data, and direct the STR to begin multilateral negotia-
tions to protect the property vaiue of such data submitted under
each nation's environmental luws and regulations.

With respect to the extent to which the Federal Government
will act in the area of state and private standards-related acti-
vities, the Subcommittee agreed that the implementing legislation
will express the sense of Congress that no state &gency or private
person should engage in any standards related activity that creates
unnecessary obstacles to the foreign commerce of the United States.
It is expected that existing remedies under the law will allow the
U.S. to fulfill its obligationr to take 'such reasonable measures
as may be available” to ensure that local government bodies and non-
governmental bodies wirhin their territories comply with the Code.

DECISIONS RELATING TO IMPORT LICENSING

In the area of import licensing, the Subcommittee decided to
grant the President discretionary authority to auction import li-
censes as applicable to sections 125, 203, 301 and 406 of the Trade
Act of 1974; section 232 of the Trade Expansion Act; the Meat Im-
port Act; the Trading with the Enemy Act; and section 204 of the
Agricultural Act of 1956. This provision would operate prospectively.

The Subcommittee agreed that the auction authority provided
by this bill stould not apply to oil orts. The Subcommittee
did agree that while the auctioning of licenses for oil imports
may be meritorious, such an action should be addressed in the fu-
ture by separate legislation.

The Subcommittee agreed to include in its report a statement
urging the President to direct the Departments of Commerce and
Labor to be given sufficient funds to complete the trade statistics
collection rovement program required under section 608 of the
Trade Act of 1974, .

DECISIONS RELATING TO THE AGREEMENT ON TRADE IN CIVIL AIRCRAFT

The Subcommittee approved the concepts and text of the inter-
national agreement on trade in civil aircraft. Specifically, the
Subcommittee agreed to:

1. Authorize in the mplement:in% Iegislation elimination qf
tariffs on civil aircraft parts classified for customs purposes
under certain Tariff Schedules of the United States (TSUS) headings
for which tariffs existing on January 1, 1975 exceed 5 percent, on

a mosi-favored-nation basis. Consistent with the Subccmmittee's
March 13 decision, U.S. tariffs will be eliminated only at such .-
time other signatories have placed the agreement into force;

2. Authorize elimination of the 1974 Trade Act tariff reduc-
tion staging requirement with respect to products covered by the
agreement, X

3. Authorize amendment of section 466 of the Tariff Act of
1930 to eliminate th2 50 perc¢ent duty applicable to foreign non-
emergency repairs on civil aircraft;
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4. Authorize amendment to the Buy America Act (41 U.S.C..-"
10; E.O. 10582 of 12/17/54) limiting government directed, dis-
crimination in civil aircraft procurement to ensure unre#tricted
procurement~of aircraft by U.S. Government agencies, with~:eégect
to entities not covered by the Code on Government Procurenéhgﬂ\\

and for procurevents of value less than the threshold value ¢
that code; and *.

5. Authorize in the implementing bill domestic monitoring \\\
and dispute settlement procedures and a private sector civil N
3 aircraft advisoryrcommittee, consistent with thé¢, Subcommittee's S

. April 6 decisinn regarding amendment of section 301 of che Trade ~
Act of 1974, !

DECISIONS RELATING TO WINE GALLON/PROOF GALLON METHOD OF IMPOSING \
TAXAND DUTY

»

Removal of wine gallon method
)

Present U.S. excise taxes and import duties on distilled
spiritg are assessed on either a 'proof-gallon" or a 'wine-gallon" .
basis. The tax and duty on domestically produced distilled spi-
rits and bulk imports of spirits aré imposed before bottling on a
. proof-gallon basis (i.e., at a 100-proof rate before the proof is

reduced by the addition of water). However, bottled imported
spirits are assessed on the wine-gallon method (based on the stan-
dard U.S. gallon of liquid measure) for epirits of under 100 proof.
Since the tax and duty on imported bottled spirits are assessed
after the spirits are bottled, such imjorted spirits-that are.of
a lowerproof level (e.g., 80 or 86 proof) are subject to a higher
tax or duty than are domestically produced-or bulk imported spirits
of the same proof.

-

The Subcommittee agreed remove the wine-gallon method of
assessing the excise tax and dicy on distilled spirits.-~-.Excise
taxes and import duties on all \istilled spirits would then be
assessed on a proof-gallon basid. The Subcommittee also agreed to
maintain the existing wine-galloh margins of revenue protection on
items for which reciprocal concejzions have not been received from
the primary suppliers by including in the implementing bill conver-
sions of greaent rates of duty baged on the wine-gallon method to
rates reflecring equivalent reventes based on the proof-gallon
method. These items are arrack, bitters, pisco, brandy valued under
~ $9 per gallon, rum, tequila, and imitation brandy. A separate tar-

iff category would be created for vodka from Poland and the U.S.S.R.
at converted equivalént column 1 and column 2 rates of duty since
only Finland has provided reciprocal concegsions. Column 2.rates
of duty on all distilled spirits items subJuct to the wine-gallon
method would be converted to tariff equivalents snd included in the
implementing bill. The President would have authority to revert by ~
proclamation to the present rates of duty based on the wine-rallon
method, without requiring further Congressional approval und:r sec-
tiQa-162, if adequate reciprocity is subsequently received.

Repeal of rectification excise taxes on distilled spirits ~

- The Subcommittee agreed to repeal the following rectification
taxes .an distilled spirits: (a) the 30-cents proof-gallon tax
under section 1 of the Internal Revenue Code; (b) the $1.92
wine-gallon {ax on cordials and liqueurs under section 3022; and
(c) the 30-cehts proof-g;llon tax on brandies aged in wood less

than two years at the time of first mixing or blending under sec-
tion 5023,

.

Revised method of determining the tax on.distilled spirits ~
(Tall-In-Bond™) - j

The Subcommittee agreed to adopt a revised fgll-in-bond"

- _ - ; \\
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method of determining the excise tax an distilled spirits. Pre-

~s8ently, the excise tax of $10.50 per gallon is imposed on dis-

~

tilled spirits when withdrawn from bond or bonded premises,

that i{s, before bottling. (The excise tax liability so deter-
mined may be adjusted later for bottling and production losses
or other specified reasons, such as certain casualty losses.)
Section 5202 of the Internal Revenue Code requires Treasury per-
sonnel to be ~ssigned to distilled spirits premises to supervise
the operations; and removal of spirits from the closed distilla-
tion system are to be controlled by Government 'locks oy seals
(or other devices as prescribed by the Secretary). D?rect super-
vision is also required of the removal of spirits from bonded
warehouses and of the bottling of spirits.

Under the "all-in-bond" method of determining the tax on
distilled spirits, the tax would be imposed on products at thzir
bottled proof as they leave the distilled spirits facility, rather
than on the spirits before bottling. Under this method, the en-
tire facility would be secured by means of surety bonds, so that

“the Government would be guaranteed payment of the tax if any spi-

rits were removed~without payment of the tax, Under this sys-

tem, the Treasury Departifient would net be required to maintain
continuous on-site inspectors to lock™and unlock the various points
of operation as they are presently required to dao.by law. However,
Treasury authority for on-site inspection would comtinue. "~

Presﬁgential review and report on U.S. international trade in
alcoholic beverages

In addition to the above-m:ntioned actions, the Subcommittee
agreed to require the President to review U.S. international
trade in alcoholic beverages and to report the results of his re-
view to the Congress by January 1, 1982, The review would in-
clude consideration of the depr:2 of implementation of foreign
concessions to the U.S. affercing alcoholic beverage exports. It
would also cover other for(ignr barriers to U.S. alcoholic bever-
age exports. When the Presi?.nt determines that a concession
has not been completely imploar .:ted or other barriers continue
in effect, then the Preside:.t would be required to adjust U.S.
concessions to achieve an appropriate balance and to enter into
negotiations to remove such baszriers to U.S. alcoholic beverage
exports. Such an adjustment of U.S, concessions could take the
form of tariff increases to levels that reflect wine-gallon
margins of revenue protection.

Puerto Rico and Virgin Island excise tax revenues

The Subcommittee agreed that the legislative history should
state that Congress does not intend that elimination of the
wine gallon method result in.direct loss of revenue to the Puerto
Rico and Virgin Island treasuries. If the President determines
that Puerto Rico or the Virgin Islands incurs a loss of revenue
beginning in 1980 from the rebate of excise taxes on rum and that
elimination of the wine gallon method contributed importantly
to the loss, then he should recommend that the Federal Bud%et for
the following fiscal year, for payment to the government o
Puerto Rico o° the Virgin Islands, include an amount equal to
1) the amount :uch revenues rebated to Puerto Rico or the Virgin
Islands in t!. particular year were less than such revenues in
the preceding year plus 2) an amount equal to the rate of growth
in the U.S. merket for rum in the year concerned times revenues
in the preceding year.

Upon expiration of the five years, the President would report
to the Congress on the revenue experience during that period and
if revenue loss has occurred or seems impending, the provision
could be extended.

N

\
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DECISION ON NONTARIFF BARRIER AGREEMENT AUTHORITY

The Subcommittee agreed to extend the authcrity of the
President under section 102 of the Trade Act to enter into
trade agreemetnts with fereign countries to harmonize, reduce,
or eliminate nontariff barriers an additional 10 years, until
January 3, 1990, subject to Congressional approval and imple-
mentation under the Trade Act procedures.

The SuB¥ommirtee agreed to amend section 124 of the Trade
Act to extend the President's - hority under section 101 to
reduce, continue, or increuse duties to carry out trade agree-
ments with foreign countries for an additional 10 years, not
to cover more than 20 percent of total U.S. imports in any one
calendar year. Section 101 authority, which expires on
January 3, 1980, authorizes the President to reduce duties over
5% ad valorem by up to 60 percent, to eliminate duties of 5%
ad valorem or below; and to increase duties to rates 50% above
the Column 2 rate or to 20% ad valorem above the existing rate,
whichever is higher. The authority would not apply to any
items for which the effective date of implementing the first
stage of duty reductions in the MIN has been deferred beyond
January 1, 1980 (e.g., textiles, steel, chemicals). Pre-
negotiation procedures under the Trade Act (e.g., hearings, ITC
advice) would continue to apply, as well as the reservations
of articles for other reasons under section 127.

DECISION RELATING TO IMPLEMENTATION OF CERTAIN TARIFF CHANGES

The Subcommittee agreed to provide authority requested by
the Administration to exceed the limits on tariff :eauccions

or increases under se~tion 101 of the Trade Act, to modify

column 2 rates of duty, and to exceed the staging limits under
section 109 on certain specific items to te included in the
implementing hill, For example, tariff reductions on icports

from least-developed countries except on import-sensitive pro-
ducts, cuts on wrapper and filler tobacco, and most agricultural
offers to the European Cummunity would be implemented fully on
January 1, 1980. Authority was grovided to extend existing duty
sus~ensions on raw wools and wool not finer thar 468 for five

years until June 30, 1985, duty-free treatment on agricultural

and horticultural implements and parts on an "end-use" rather

than "chief use" basis conditioned upon certain changes by Canada
in its "made-in-Canada' program, and to simplify and reorganize the
tariff nomenclature for watches and dinnerware, also involving
changes in column 2 rates of duty. The Committee report w'll re-
flect the Adkministration's intention to implement the elimination
of duty on certain horses as of January 1, 1980.

The Subcommittee agreed to provide the President with stand-
by authority to reduce duty rates by more than 60% tor certain
articles on which the duty rate existing on January 1, 1975 was

reater than 5%, provided tha. the Administration furnish the
ommittee with & list of all those items (and the amount by which
the tariff reduction will exceed 60% for each item) for which this
authority i{s needed.

UNFAIR TRADE PRACTICES-SECTION 301, TRADE ACT OF 1974

The Subcommittee agreed to accept the Senate Finance Com-
mittee's recommended provision regarding changes in section 301
(a), in order to clarify that services, whether or not associ-
ated with specific products, are to be protected under that sec-
tion against unfair trade practices,



18

The las* sentence of section 30l(a) would be amended to
read: "For purposes of this subsection, the term 'commerce' in-
cludes services associated with international trade whether or
not the trade is related to specific products."

In the Committee report, language would be included to
clarify that, when it originally proposed the existing lan-
guage of section 301, the Commiftee intended "service" to mean
all services associated with international trade and nct ‘ust
those services linked with the trade of particular produccs.
The report language also should clarify that the Commiztee in-
tended "services' to be defined as including broadcasting ser-
vices.

&



19

The Subc.amittee agreed to retain existing section 301 appli-
cation to foreign unjustifiable or unreasonsble tariff or other
import restrictions which burden, discriminace against, or restrict
U.S. commerce or supply access, and to expand i.s scope to cover
enforcement of U.S. rights under the GATT articles %enetally and
redress against violations by foreign signatories of U.S. rights
under the agreements concluded in the MIN. Existing provisions
under section 301 specifically relating to subsidies should be
made consistent witg the subsidy/countervail code and its imple-
menting legislation.

The Subcommittee agreed to establish a central location within
the U.S. Government where private parties may obtain information
on foreign government practices adversely affecting U.S. commerce,
U.S. rights under the GATT, domestic and international proceedings
underwvay, and remedies available, both with respect to the GAIT
articles generally and the agreements concluded in the MIN.

The Subcommittee agreed to eliminate section 302 authorizing
Congressional disapfroval within 90 days after a report from the
President of a retaliatory action taken undcr section 301 with
respect tc ary country other than the country causing such action
(i.e., action on MFN rather than jselective basis).

The Subcommittee agreed to ;dopt the following procedural
requirements and time limits for complaints filed under section
301:

a. Filing - An interested party may file a complaint with

STR. .
b. Iniciation of procedures - STR must respond to the com-
plaint within 45 days by elther beginning a formal section

301 proceeding, or by publishin% the substantive reasons
why it will not pursue the complaint.

c. Hearings - If requested by petitioner, STR shall hold
heari.Zs within 30 days of acceptance of the complaint or
on & mutually agreeable date to the petitioner thereafter.

d. On initiation of the formal proceedings (within 45 days
of receipt) STR must also begin international consultations
and, if necessary, proceed with formal dispute settlement.

e. The STR must recommend to the President whether he
should take action domestically (e.g. impose offsetting
import restrictions),
- within 7 months (for export subsidy case) or 8
months (for any other subsidy case) after deciding
to begin a formal proceeding.

- in *all other cases, within 30 days of the time limits
specified in the relevant international dispute settle-
ment mechanism for decisirin, otherwise within a ''rea-
sonable time'".

f. Within 21 days after receipt of the STR's recommendation,
the President must decide his proposed course of action, His
decision and rcasons therefor must be published.

g. Reports; Consultation

~ Semi-annual report to Congress on status of each case,
action taken, reasons for no actiop by President

-~ Notify petitioner of developments in case, ing¢luding
reasons for any undue delays.

- Private sector should be involved in prepargtion of

international complaint against foreign violstions and
should be consulted as appropriate for defense of com-
plaints brought against U.S. for code violations.
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IMPORT RELIEF SECTIONS 201-203, TRADE ACT OF 1974

The Subcommittee agreed to reduce the time limit from 6
months to 4 months for an investigation and determinations by
the Integnational Trade Commission {ITC) of whether increased
imports are a substantial cause of serious injury or threat
thereof to the domestic industry. The 1TC may extend this time
1imit for reporting its findings to the President by up to 2
additional months if it publishes a notice in the Federal
Register stating reasons why the case cannot be veasonably
completed within 4 months.

The time limits for a supplemental report from the ITC are
reduced from 15 to 10 days for a Presidential request, 20 ra-
ther than 30 days for the ITC response. The President must make
his determination on whether and ih what form to provide import
relief within 45 days rather than 60 days after receiving the
ITC report (30 day:z after a supplemental report).

The Subcommittee also agreed to amendments of section 203
to clarify that the reporting requirement by the President re-
fers only to his initial import relief sction for purposes of
triggering a Congressional override, to permit negotiation of
further orderly marketing agreements (OMAs) if an initial IMA
does not continue to be efective, and to clarify that restric-
tions on imports from non-pircties to an OMA accounting for a
major part of U.S. imports ol an article must be measures au-
thorized under section 203(a).

AGRICULTURAL ISSUES IN THE MTN ™

Commodity Agreements

The Subcommittee agreed that the U.S. shall participate in
(1) the International Dairy Arrangement and (2) the International
Meat Arrangoment, and the United States shall seek private sec-
tor advice from representatives of relevant groups prior to the
semi-annual m~etings, at such other times as are appropriate,
and shall, to the extent feasible, encourage the attendance
of private sector advisors as part of the United States dele-
gations to the meetings of the above international organiza-
tions. The Subcommittee noted that negotiations will be contin-
ued later this year on a P0ssib1e Multilateral Agricultural
Framework (the so-called "Cathedral’'),

Cheese otas

The Subcommittee agreed to approve the r:ew cheese quota
agreement, which provides that the U.S. will place all cheese
imports (including ppicebreak cheese) under quota, except sheep
and goats milk cheeses, cheeses such as Bryngza, Gammelost,
Nakkelost, and Goya, and soft cured cheeses (like Camembert and
Brie) packaged for retail. The legislation will direct the
President to impose quotas through a Proclamation under Sec-
tion 22 of the Agricultural Adjustment Act. Hearings and
findings and recommendatigns by the USITC would be waived by
the legislation, which would stipulate that the Congress it- ™
self finds that the criteria of Section 22 have been met, and
that the quotas are necessary to carry out an international
agreement, \

Any future changes in the level of U.S. cheese quotas shall
be made under existing section 22 procedures, except that (un-
less there are extraordinary circumstances) the energency 22
procedures (whereby the quota is adjusted prior to public hear-
%n g and recommendation by the ITC) shall not be used prior to

983.

Only within quota would countries be permitted to resume
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subsidies, subject to a commitment not to undercut U.S,
domestic cheese prices. Any subsidies applied not in

ac ‘ordance with such a commitﬂent would be subject to coun-
tervailing action, either offJsetting fees or prohibition of
entry.

Specifically*, regarding the remedy to subsidized price
undercutting: - Under the cheese agreement, foreign countries
would be permitted to subsidize cheese exports within quota
limitations so long as the export price does not undercut
domestic wholesale cheese prices. The Comumittee agreed to
recomnend the remedy described below to enforce this provi-
sion.

At the beginning of each year, the Secretary of the Trea-
sury, after consulting with the Secretary of Agriculture,
would determine the existence and value foreign Government
subsidies on cheeses subject to gqyotas. e Secretary of
Agriculture would continuously monitor foreign subsidy prac-
tices affecting such cheeses. Upon request, the Secretary of
the Treasury would determine the existence and value of a
subsidy within 30 days.

Upon receipt of an allegation that subsidized quota
cheese is entering at prices below the domestic wholesale
price for similar products, the Secretary of Agriculture
woula determine whether the allegation is correct within 30
days. 1If it is, the Secretary shall notify the relevant for-
eign country.

1f the subsidized price undercutting Is not eliminated
within 15 days, then the President would, wichin 7 days, im-
pose a fee or quota on the imports. If the President con-
cludes the Secretary has erred as to the facts, he may require
the Secretary to review the case for an additional 7 days; if
after the review the Secretary concludes he has not erred as
to the facts, then the President would impose a fee or quota
on the imports. The Fresident would impose:

(1) a fee in an amount necessary to assure the
import will not enter at a price below the market
price for U.S. cheese, but not greater tiar the
amount of subsidy, or

(2) a quota or prohibition on entry of the cheese.

The Committee understands that the legislation would
exempt, while the cheese agreement is in effect, cheeses under
quotas frcm the provisions of the Subsidies and Countervailin
Duties Code, and would provide a continuation of the waiver o
cheese countervailing duties between their expiration on

?g Sember 22, 1979 and the start of the new system, January 1,

The implementing bill will authorize the Piesident to pro-
claim 'ner Section 22 (with hearings, etc., waived) a new
2,000 mesrie ton quota for Australia for chocolate crumb.

Changes in Mect Imports

The Committee notes that in exchange fcir increased market
access for U.S. high quality beef into the European market,
the U.S5. will administratively provide a 5,000 metric ton beef

access for Ireland vithin the existing quota levels of the Meat
Import Quota Act of 1964,

*The following language is identical to that adopted 'y the
Senate Finance Committeer on April &, 1979,
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The Administration has a%reed to reduce the duty on high-
quality portion control cuts from 10 percent to 4 percent. This
reduction will be implemented under the President's authority in
section 101 of the Trade Act, The Committee agreed to the Ad-
ministration's recommendation that imporcts of high-quality por-
tion control cuts of beef be removed from item 107 .60 of the
Tariff Schedules of the United States (TSUS) and put under a
new TSUS item. The Meat Import Act would be amended to include
within the meat quota imports under the new TSUS item.

The Meat Import Quota Act will also be amended tc include a
separate tariff Yine item for goat meat (this has no chiange in
the practical operation of the law which now covers gcat ueet

in the same TSUS line as meat of sheep)..

As part of the MIN negotiations, the Administration has
given assurances of a minimum global access to the U.S. market
of 1.2 billion pounds. The Subcommittee is informed by the Ad-
ministration that this has no practical effect, since the oper-
ation of the fcrmula in the Meat Import Quota Act of 1964 assures
that imports will be above (often substantially) the 1.2 billion
level. The Committee recommends that the 1.2 billion pound global
access commitment be enacted in the Meat Import Act to clarify
that existing law does not permit an adjustment to quotas estab-
lished under the law for the purpose of complying with this or
any other access commitment.

Other Tariff Changes

The U.S. has agreed to a larger than statutorially-permitted
tariff reduction in Yellow Dent (Indian) corn. This tariff re-
duction, from 25¢ to 5¢ per bushel, will require reference in

the legislation, and is part of a tariff harmonization agreement
with Canada.

PROPOSED REORGANIZATION

The Subcommittee agreed that with respect to the effective
implementation of the Act and to achieve better leadership, coor-
dination and effectiveness in trade policy development and imple-

mentation, provisions in the implementing bill should require the
following:

A. The Administration shall review all of the trade func-
tions of the Executive Branch and, in light of this review, oro-
pose to the Congress, within 60 days after the date of enactment
of this Act, what the most effective structure would be to carry
these functions out "and to attract the most experienced personnel.

B. The functions of Departments and agencies to “e reviewed
shall include all functions of the Office of the Special Trade
Representative and agency responsibilities under the Trade Act
of 1974 and 1979, the customs service and the countervailing
duties and antidumpin% functions of the Department of the Trea-
sury, the functions of the Department of State relating to commer-
cial attaches and the negotiation of commercial trade and commo-~
dity agreements and U.S. government participation in all interna-
tional trade orgarizations, the export promotion and control,
foreign investment, trade intelligence aralysis and veporting,
and industry sector policy functions of the Department of Commerce,
the Foreign Agricultural Service in USDA, functions in various
Departments resp .siblc for East-West trade policy, all functions

gf ﬁhe International Trade Commission, OPIC and the Export-Import
ank,

(. Among the poss.ble structures which might be considered
are strengthened coordination and functional responsibilities
of the Ofiice of the Special Trade Representative, a Board of
Trade with a coordinating mechanism in the Executive Office of
the President, and a Department of International Trade and In-
vestment. The recommendations should finclude a monitoring and



enforcement structure which would ensure protection of U.S. rights
under the MIN codes and all other elements of wmultilateral and bi-
lateral trade agreements. The progonal should include an up-
grading of commercial programs in Foreign Service posts tv assure
that U.S. trndin{ partners are meeting their traie. agreement obli-
gations, particularly those under the MTN codes, including the
tendering procedures of the Government Procurement Code.

D. The review should also include recommendations on the
promotion of U.S. exports generally and the disincentives to ex-
ports created by the programs and activities or regulatory agencies,

E. On or before January 15, 1980, the President shall submit
to the Congress a study of the factors bearing on the competitive
posture of U.S. producers and the policies and programs required to

strengthen the relative competi:cive position of the United States
in world markets.

DECISION RELATING TO GENERALIZED SYSTEM OF PREFERENCES (GSP)

The Subcommittee agreed to amenduent® propcsed by the Admin-
istration in the GSP provisions under Titl: V of the Trade Act of
1974 to:

1. Authorize the President to maintain or redesignate pro-
ducts from particular countries for GSP which exceed the competi-
tive need limitation of 50% of total U.S. imports of the product
in the previous year, if total imports are below a de minimis level
of $§1 million (adjustei annually to reflect changes in the GNP).

2. Broaden the free-trade area/customs union provisions by
a) redefining associations of countries which may be designated
as a single ESP beneficiary to include associations contributing
to comprehensive regional economic integration among their mem-
bers; b) permitting application of the competitive need ceilings
to the individual member countries of an association zather than
to the association as a whole; and ¢, reducing the minimum value-
added requirement for imports from as:ociations to qualify for GSP
from 50% to 35%.

In addition, the report on the bill will direct the Presi-
dent to exercise existing authority under Title V to increase the
"graduation' by country and product of more advanced developing
countries with major export industries, and to provide greater
benefit distribution to lesser developed countries. The report
will also include criteria and princigles to serve as guidelines
for expecting ﬁreatet assumption of obligations of the world trad-
ing system bg eveloping countries as they become more developed
overall and by product sector.

Finally, the Subcommittee agreed to amend the exclusion of
OPEC member countries under section 502(b) to allow extension of
GSP to Venezuela, Ecuador, and Indonesia if they enter into bilat-
eral product specific trade agreements with the United States in
the MTM.

EFFECTIVE DATES OF INTERNATIONAL CODES

The impementing legislation should provide that each code will
enter into force when signatories have accepted them, that is, when
the signatories have completed their constitutional processes, and
that the codes shall not enter into force until the President ascer-
tains that the requirements of section 126 of the Trade Act of 1974
have been met (relating to the determination of the President as to
whether any major industrial countries have made concessions in the
negotiations providing substantially equivalent competitive oppor-
tunities to those provided by the United States).
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RELATIONSHIP OF INTERNATIONAL CODES TO DOMESTIC LEGISLATION

With respect to the effect of the adoptions of the codes
in domestic law it was the consensus of the Subcommittee that
the codes are not domestic law. They should have effect onl
insofar as they are implemented in domestic legislation. The
Executive may issue regulations to couform U.S. procedures
with code requirements but only i{f such regulations are con-
sistent with domestic legislation. The Executive must submit
proposed leglislation to Congress if it believes that a change
in U.S. legislation is required to conform to the codes or
to carry out the result 02 a dispute settlement procedure pur-
suant to the codes.

The fast track procedures of the Trade Act of 1974 would
apply to any such legislation.

CONGRESSIONAL ADVISORY PROCESS

Congress should reaffirm the congressional advisory process
with respect to United States Government participation in the
international conferences, meetings, and negotiating sessions
relating to the U.S. trade agreements program. In particular,
this process shall apply to the activities under the interna-
tionaf codes negotiated in the Multilateral Trade Negotiaticns
(Tokyo Round) and further negotiations under the extension of
the negotiating authority in the implementing legislatien,

DECISION RELATING TO SPECIAL TRADE REPRESENTATIVE CHARTER

The Subcommittee agreed to amend section 141(b) of the
Trade Act of 1974 and section 242 of the Trade Expansion Act of
1962 relating to responsibilities of the Special Trade Repre-
sentative and the Interagency Trade Orgenization, respectively,
to reflect new responsib%lities for domestic administrution and
international procedures on the new codes of international con-
duct,

U _S.-GATT REPRESENTATION

It was agreed that a deputy special trade representative
should be the United States re,resentative to the GATT and be
provided with sufficient resources to represent the United
States on all matters relating to the operation of the GATT
and the international codes pertainiug thereto.

GATT INTERNATIONAL TAX CONFERENCE

The Subcommittee decided to include in the report on the
MTH implementing legislation an expression of the sense of the
Congress that an international conference to consider tax sub-
sidies be held under the auspices of the GATT after the ratifi-
cation of the Multilateral Trade Agreements.
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