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RESOLUTION TO DISAPPROVE WAIVER OF COUNTER-
VAILING DUTIES ON FISH FROM CANADA

THURSDAY, JULY 13, 1978

U.S. SE"NATr
SuBcoMMrrEE ON INTERNATIONAL TRADE

OF THE COXMITrEE ON FIxANCE,
Waghington, D.C.

The subcommittee met, pursuant to notice, at 10 a.m. in room 2221,
Dirksen Senate Office Building, Hon. William D. Hathaway pre-
siding.

Present: Senators Hathaway and Hansen.
[The committee press release announcing this hearing, and the

resolution, Senate Resolution 483, follow:]
(Press Release, July 6, 19781

FINANCE SUBCOMMITTEE ON INTERNATIONAL TRADE TO HOLD HEARINGS ON RESO-
LUTION TO DISAPPROVE WAIVER or COUNTERVAILING DUTIES ON FISH FROM
CANADA (S. RES. 483)

The Honorable Abraham Ribicoff (D., Conn.), Chairman of the Subcommit-
tee on International Trade of the Committee on Finance, today announced that
the Subcommittee will hold public hearings on the resolution to disapprove the
waiver by the Secretary of the Treasury of countervailing duties on fish from
Canada. Chairman Ribicoff stated that the hearings are being held at the request
of Senator William D. Hathaway (D., Me.). The hearings will be held at 10
A.M., Thursday, July 18, 1978, in Room 2221 of the Dlrksen Senate Office Building.

Under section 303 of the Tariff Act of 1930, if a foreign government pays a
bounty or grant upon the exportation of a product which is imported into the
United States, then the Secretary of the Treasury must impose a countervailing
duty on the imported product equal to the amount of the subsidy. Under sec-
tion 303(d), the Secretary may waive imposition of a countervailing duty until
January 4, 1979, if certain conditions are satisfied. Section 303(e) permits
either House of Congress to disapprove a waiver and requires the imposition of
countervailing duties upon adoption under the procedures in section 152 of the
Trade Act of 1974 of a simple resolution of disapproval by a majority vote.

On June 13, 1978, the Treasury found that the Canadian Government was
subsidizing the manufacture, production, or exportation on certain fish imported
into the United States (T. D. 78-181). On that day, Treasury waived imposition
of countervailing duties on those fish until January 4, 1979 (T. D. 78-182). Sen-
ate Resolution 488, which would disapprove the waiver, was introduced on
June 18, 1978.

Senator Hathaway stated that, "While the direct economic impact of waiver
may not be great, its symbolic impact for Qur domestic fishermen is of great
importance. We tell our fishermen they cannot fish because we need to conserve
the species; we then tell them we will not impose a duty on the Canadian fish
which come into our country even though that industry has been Government
subsidized for many years. Then we tell them as a matter of trade policy we
would prefer not to grant subsidies to our own domestic fishing industry. This is
the underlying irony of the situation. As a matter of policy we stand for free
trade, for an end to foreign and domestic governmental subsidies to industry.

(1)
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In the long run, I would agree that this .is the ideal. But in the short run we
have an industry in this country running up against a conflicting national
policy-to 'conserve' and manage the resource from which that industry obtains
its lifeblood."

"We must rationalize these policies. It is the fishermen who are the victims
of this conflict in national policies. I hope that at this hearing we can open a
dialog on how to conserve, not only our national fishery resource, but also our
fishermen."

Witneaes.-The Subcommittee will hear testimony from the following
witnesses:

Hon. Edward M. Kennedy, U.S. Senator from Massachusetts.
Hon. Robert Mundheim, General Counsel, U.S. Treasury Department.
A Panel Consisting of: Richard N. Sharood, Counsel for the National Fed-

eration of Fishermen; Jacob Dykstra, President, Point Judith Fisherman's
Cooperative, Inc.; Murry P. Berger, President, American 'Seafood Distributors
Association; Norman H. Olsen, Jr., Executive Director, Maine Fisherman's
Cooperative Association, Inc.; and Dieter W. Schnauck, Comptroller, Stinson
Canning Co.

Written atatements.-Persons who desire to submit their written testimony to
the Subcommittee for inclusion in the printed record of the hearings must submit
their statements to Michael Stern, Staff Director, Senate Committee on Finance,
Room 2227, Dirksen Senate Office Building, not later than Thursday, July 27,
1978.

iS. Res. 483; 95th Cong., 2d sees.)
RESOLUTION To disapprove the waiver of the countervailing duty on certain items of

Government-subsidized fish imported from Canada
Resolved, That the Senate does not approve the determination of the Secre-

tary of the Treasury under section 303(d) of the Tariff Act of 1930, transmitted
to the Congress on June 13, 1978.

Senator HATHAWAY. The subcommittee will come to order.
The purpose of this hearing is to take testimony from fishermen, fish

processors, and other parties interested in the Treasury Department's
decision on June 13 to waive countervailing duties on imported
Canadian fish. This comes at a time when the U.S. fisherman finds
himself caught between very stiff Canadian competition on one side
and new and difficult conservation and management policies on the
other.

Thus, the American fishermen see themselves as a group who are
supposed to survive, unsubsidized, in a world where other nations pro-
vide official support to their fishermen, often at quite generous levels.

Our Government's role in the lives of fishermen has, until recently,
been one of neglect. Recently, the concern of the Government has fre-
quently been seen as more involved in the welfare of the fish than of
the fishermen.

The question before us this morning is whether or not the Treasury
Department correctly and properly waived countervailing duties which
our laws provide for foreign products which benefit from the subsidy
or bounty. We -have a number of witnesses on each side of this issue
and without further ado, we shall proceed.

Our first witness is my distinguished colleague, Senator Edward
Kennedy of Massachusetts.

Senator Kennedy, I know that you have another commitment, and
you may proceed.

STATEMENT OF HON. EDWARD M. KENNEDY, A U.S. SENATOR FROM
THE STATE OF MASSACHUSETTS

Senator KENNEDY. Thank you very much, Mr. Chairman. I first of
all want to commend you for the leadership that you are providing for
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all fishermen in New England and the rest of this country by being
the strong point man in the U.S. Senate in leading the fight for this
disapproval resolution.

I Just want to express the appreciation of all the fishermen of the
State of Massachusetts as well as, I think, the people of my State and
other New England areas for your leadership in this area, for com-
mencing this hearing, and for ventilating this subject matter. All of
lib are very much in your debt for what you have done.

Mr. Chairman, I think it is appropriate to examine where we are in
terms of the fishing industry. As you quite correctly pointed out, with
the successful passage of the Fishery Conservation and Management
Act, it was the clear intention to try and insure the prosperity and
strength of the fishing industry in this country. We recognize that
some 25 percent of all fishery products that are available in the world
are attendant to the coastal areas of the United States and that we have
an important responsibility in serving and developing this resource for
the people of the United States, as well as the people of the world.

It was really in that spirit that we saw the passage of this act. This
was an act that was stimulated by the fishermen themselves who under-
stood this problem and that, I think, was a very important national
effort to bring about the restoration of the fish stocks and to revitalize
the U.S. fishing industry. And it served all the interests--at least, that
is what we hoped.

But what we have seen, Mr. Chairman, is that the factor of the coun-
tervailing duties is very basic to the issue and the question of the re-
vitalization of the fishing industry of the United States. Between 80
and 90 percent of the Canadian catch is exported most of it to the
United States. The value of the Canadian groundAsh is $200 million
and even though that represents only a percentage of the amount which
is actually imported, it has a substantial impact on our domestic mar-
ket and results in depressed prices.

And so, it has this exponential effect in terms of the value of the
fish itself. And what we have seen is that the Canadian Government's
subsidy on fish exported range anywhere from 14 to 20 percent. These
high levels of subsidized imports are obstacles to the U.S. industry to
gain a large share of the domestic market.

In fact, we have seen the trade deficit on fish actually grow over
the period since the passage of the 200-mile limit.

I And so this is the dilemma that we are faced with. In examining the
materials that have been developed by both the fisherman and theTreasury Department, we know that there are some 16 different types
of subsidies, both direct and indirect. The direct subsidies, as is well
understood by you, Mr. Chairman, is some 2 cents a pound to the fisher-
men, and 6 cents per pound to the processors. The Canadians have
agreed to phase out these subsidies by October.

But the indirect subsidies, which will not be phased out, account
for between 1 and 7 percent of the value. I know you are going to hear
excellent testimony from Jake Dykstra and Mr. Sharood later in the
hearing on the differences in determining the value of these subsidies,
which provide a very illuminating evaluation of how those indirect
subsidies work. I know that they have spent a good deal of time and
make a very persuasive case.

These indirect subsidies are provided for vessel construction, grants
through the provinces, through insurance programs, and through pos-
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sible price supports. Even though there has been action on the direct
subsidies-the Canadian action to phase out the direct subsidies are
useful and important-the fact remains that the indirect subsidies are
not being phased out, and they have long-lasting impact in terms of the
competitiveness of our domestic industry.

As you know, Mr. Chairman, there are two conditions in terms of
granting the waiver under the Trade Act. The first is that the waiver
can only be granted when the foreign government acts to eliminate or
reduce the effects of the subsidy.

As we pointed out and as you will hear during the course of the hear-
ings, the effect of that subsidy is longstanding and continuing, par-
ticularly the indirect one. And there has not been action by the
Canadian Government in reducing the indirect subsidy.

The second requirement is that the waiver can only be granted if
imposing the duty were to harm the MTN-the multilateral trade
negotiations-in Geneva. I had the opportunity to participate in the
MTN discussions in Geneva with members of the Finance Committee
3 weeks ago, and the issue of countervailing duties did arise. From
my own direct conversations with the American negotiators, I see no
reason to believe that Canada would reverse their position on the
subsidy code because of the fish duty.

I think the Canadians deserve great credit for working closely with
the United States in the development of a strong subsidy code. We
have a strong partnership with them in this area, and I hope it can
be realized in terms of this particular issue.

Finally, Mr. Chairman, I would like to relate to you and to the
members of the committee, through this testimony, the climate in
which we find our Massachusetts fishermen and all of our New Eng-
land fishermen. They were frustrated by the reservation and opposi-
tion of the State Department and the Defense Department with
regard to the 200-mile limit.

They felt that in the early days of the 200-mile limit that there
was not adequate enforcement being provided and this was working
to their very serious disadvantage. They have serious concerns about
the progress which has been made in the Canadian boundary negotia-
tions, and in many instances are frustrated by the shape of those
negotiations.

And then, they are faced with strict quotas on groundfish off New
England, which have resulted in a number of closures. They see truck-
loads of Canadian frozen fish dumped on their docks, thereby depress-
ing prices. And now the United States ignores the Canadian subsidies
as unfair competition.

When you add those factors together, it may very well be that this
could be the straw that breaks the camel's back in regards to an in-
dustry which is absolutely essential and vital to the people, not only
in our part of the country, but in all parts of the Nation. That is the
reason why I believe it is essential that we support the resolution of
disapproval and why all of us are grateful for your leadership in this
matter.

Senator HATHAWAY. You have an extremely important point. Even
though Mr. Mundheim is right, that we are eliminating 90 percent,
still there are so many other factors involved, so many other depres-
sants on the New England fishermen, that even if he is correct and
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it is only 10 percent from being a total elimination of subsidy, it is
still enough to hurt the New England fishermen considerably.

I really appreciate your testimony and your leadership and your
support for the resolution.

Senator KENNEDY. I know Jake Dykstra and Dick Sharood are
going to present some very detailed testimony on that situation, which
I think will be of great value to this committee. I find it very persua-
sive, and I think that they are two of the more knowledgeable people
in this area.

I welcome your leadership and look forward to working very closely
with you.

Senator HATHAWAY. Thank you very much, Senator Kennedy.
Senator KENNEDY. May my full statement be printed in the record ?
Senator HATHAWAY. Yes. Without objection, your full statement

will be printed in the record.
[The prepared statement of Senator Kennedy follows:]

STATEMENT OF SENATOR EDWARD M. KzNXNEDY

Mr. Chairman, I appreciate the opportunity to testify here this morning, and
I want to commend you and this Committee for your expeditious action on this
important matter.

After a decade and a half of waching foreign fleets decimate one of the world's
richest fishing grounds, Congress finally -enacted the Fishery Conservation and
Management Act in April of 1976. For all those years, the United States remained
an importer of fish while our own fishing grounds attracted nearly 1,000 foreign
ships each month. In New England, our own fishing industry limped along-under-
sized and under-financed-as fish imports from foreign countries grew year after
year.

As you well know, Mr. Chairman, this legislation establishing a 200-Mile Zone
was designed to both conserve fish stocks seriously depleted by intensive foreign
fishing and to revitalize our domestic industry. The Issue before this Committee
today-Canadian subsidies of fish products exported to the United States--di-
rectly relates to our efforts to rebuild the American fishing industry.

The reason is very simple. At present, between 80-90 percent of the Canadian
catch is exported, most of which goes to the United States. Canadian groundfish
exports alone are worth some $200 million. These exports are subsidized by the
Canadians at anywhere from 14 to 20 percent, depending on whose estimates
you believe. Clearly, high levels of heavily subsidized imports of fish to this coun-
try has been a major obstacle to our own industry's effort to gain a greater share
of the domestic market.

A look at our balance of trade reveals that our deficit in fish products has
actually increased since passage of the 200-Mile Zone rather than declined. In
1975, prior to passage of the Act, the deficit was $1.3 billion. It rose to $2.1 billion
in 1977, and unless we both promote exports and gain a greater share of our own
market, this deficit will continue to grow. Permitting.the Canadian-subsidized
fishing industry to unfairly compete with our own domestic industry only exacer-
bates this serious problem.

A close examination of the methods used by Canada to subsidize its fishing
industry is necessary to understand why I am so strongly opposed to the walker
of countervailing duties. Some sixteen different types of both direct and indirect
subsidies are provided including direct payments to fishermen and processors, and
grants for 30% of the cost of vessel construction. I would like at this point to
include for the record a detailed Hst of these subsidies. I might add that there is
no disagreement that the subsidies exist. The Canadians openly admit it, and the
Treasury Department findings have confirmed it.

At issue is whether the Treasury Department was correct in waiving counter-
vailing duties designed to offset these subsidies. As you know, the Trade Act of
1974 clearly mandated that such duties must be imposed if it is determined that
foreign government subsidies exist. Treasury may grant a waiver only if the
foreign government takes steps to substantially reduce or eliminate the adverse
effects of the subsidy, and if imposition of the countervailing duty would disrupt
the ongoing Multilateral Trade Negotiations (MTN).
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The Canadian Government has agreed to phase out its Groundflsh Temporary

Assistance Program which provides a 24 per pound payment to fishermen and a 60
per pound payment to processors. These payments are expected to be completely
phased out by October 1, 1978. At first glance, this offer appears generous, but a
closer look reveals something quite different. First, the Canadians are only
phasing out direct subsidies, not the numerous indirect subsidies ranging from
the large vessel construction grants to insurance programs to possible price sup-
pbrts. The Treasury Department claims that these indirect subsidies account
for only one percent of the value of the Canadian catch, however, I know that
this hearing will bring out significant differences in the computation of the
impact of indirect Canadian subsidies. Jake Dykstra and Dick Schroud of the
National Federation of Fshermen will testify later in this regard.

The Canadian offer also appears less generous when one recalls that our statu-
tory authority to grant waivers is due to expire in January of 1979. It is clear
to me that Canada has only bought more time with their latest offer.

I am further convinced that the imposition of countervailing duties on these
products will not have any significant adverse effect on the Multilateral Trade
Negotiations. In fact, our refusal to Impose duties is inconsistent with the strong
U.S. position in favor of a strict international code which discourages government
subsidies. I recently returned from Geneva where I had an opportunity to review
the progress of the trade negotiations. The subsidies code is central to these
trade talks, and, Indeed, the Canadian Government has been one of our strongest
allies on this issue.

I have not received, however, any hard information that would lead me to
believe that by imposing duties on fish products we would encourage the Ca-
nadians to be less supportive of a strong subsidy code. To the contrary, refusal to
grant a waiver is only consistent with the position of both governments against
the use of subsidies. I am convinced, therefore, that the conditions for granting a
waiver outlined in the Trade Act have not been met, and that the Senate should-
move quickly to disapprove the action of the Administration.

An equally important reason for imposing duties is reflected in the mood of
the fishermen of New England. Over the years, they have become increasingly
frustrated by the lack of support they receive from their own government. The
Defense and State Departments vigorously opposed their attempts to secure the
200-Mile Zone. They are dubious, to say the least, about the current boundary
negotiations with Canada. They see a government insensitive to their needs when
strict quotas are placed on groundfish off New England. They see truck loads of
frozen fish from Canada dumped on their docks thereby depressing prices. Now
they see a government ready to ignore a subsidized Canadian fishing industry and
unfair competition.

They have had enough of this type of insensitive government. And they have
a right to be fighting mad about it. We simply cannot write off our New England
fishing industry for some nebulous negotiating advantage in Geneva.

Mr. Chairman, Senate action to disapprove the decision to waive countervailing
duties in this case would be a signal to our fishermen that their government is
ready to provide support. It would be a signal to the international community
that we are serious in our attempts to promote a free and fair system of world
trade. It would be consistent with both the provisions of the Trade Act and with
our negotiating position in Geneva.

For all of these reasons, I strongly support the passage of this resolution.

Senator HATHAWAY. Is Congressman Studds here?
Our next witness is the Honorable Robert Mundheim, General Coun-

sel, U.S. Department of the Treasury.
Mr. Mundheim, glad to see you.
Mr. Muw DHEIm. Thank you, sir.
I would like, if I may, to just introduce Richard Self, the Director

of Tariffs at the Treasury.
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STATEMENT OF HON. ROBERT MUNDHEIM, GENERAL COUNSEL, U.S.
DEPARTMENT OF THE TREASURY, ACCOMPANIED BY RICHARD
SELF, DIRECTOR OF THE OFFICE OF TARIFF AFFAIRS, U.S. DE.
PARTMENT OF THE TREASURY

Mr. MUNDHEIM. Mr. Chairman, I very much appreciate the oppor-
tunity to appear before your committee. today to explain Treasury's
countervailing duty determination on imported Canadian groundfish
and on our decision to waive countervailing duties.

The decision to exercise the temporary waiver authority provided
in the act is always extremely difficult. On the one hand, we must, and
are, mindful of the potential harm to a U.S. industry which has been
forced to compete against subsidized imports.

On the other hand, Congress has also indicated the great desirability
of seeking internationally agreed-upon rules and procedures govern-
ing the use of subsidies. Thus, we must weigh the effect of imposing
countervailing duties in a specific case against the prospect of arriving
at such arrangements.

In this case, the discussions we had with a number of Members of
Congress, their staffs, and industry representatives, made us acutely
aware of some of the severe economic problems faced by the U.S. fish-
ing industry. That industry has apparently had substantial capital
shortages, is restricted in its production by quotas within U.S. fishing
boundaries for the next few years in order that depleted stocks can be
restored, and has had to compete against subsidized Canadian fish.

Although, on the one hand, the U.S. fishing industry receives
virtually no assistance from our Government, the Canadian Federal
and Provincial Governments had made substantial subsidies which,
in our calculations, amount to roughly 17 percent on an ad valorem
basis to their fishing industry.

We certainly agree that it is not fair for our fishermen and our fish
processors to compete in those circumstances, and indeed, we take the
view that no U.S. industry should be forced to compete against subsi-
dized imports.

And it is precisely removing that form of unfair competition that
is a primary objective of our efforts in Geneva.

As you know, ahd as this morning's newspapers indicate, serious
negotiations are underway to establish an international code of con-
duct governing the use of subsidies. And while I am not aware that an
agreement has yet been concluded, and some problems still remain
to be resolved, I do think that substantial progress has been made as a
consequence of the give-and-take in those sessions.

Our decision to waive was motivated by a desire to see the success-
ful completion of those negotiations and by a judgment that counter-
vailing in the circumstances of this case would have seriously
jeopardized those negotiations because of Canada's important role in
them.
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But I hasten to add that we couple that desire to maintain a hospi-
table atmosphere for negotiations with an insistence that subsidiesbe
substantially eliminated within a very short period of time.

If I may, Mr. Chairman, I would just like to review the case, set out
the subsidies we have found, and then indicate-this case began with
a petition filed by the Fisherman's Marketing Association in Seattle,
Wash., covering a wide variety of groundfish imports from Canada.

The imports covered by the Seattle petition amounted to roughly
$172 million worth in 1977.

Now, we found the following categories of subsidies: First, pay-
ments to processors and fishermen under the groundfish temporary as-
sistance program would be, for the processors 6 cents a pound, and
for the fishermen, a maximum of 2 cents per pound.

Now, the combination of those payments could result in a subsidy
of roughly 16 percent ad valorem. Iow, you get to that by figuring
roughly that it takes 3 pounds of fish to create a pound of fillet; thus,
you have to multiply that 2 cents to the fisherman by 3 and you come
to a subsidy of roughly 12 cents per pound, and then you take that as
the numerator of a fraction in which 75 cents a pound is the average
cost of the fish as it enters the United States. That comes out to roughly
16 percent ad valorem.

The second type of subsidy is vessel construction, which includes
payments from the Federal Government of up to 35 percent of the
approved capital costs of vessels of a certain length and versatility.

Those subsidies are, of course-and because the life of those vessels
is not of a 1-year duration, we have to spread those subsidies, and
what we do is we take the average appropriation over the last 12 years
and divide it by the total catch in the most recent year available.

Senator HATHAWAY. Mr. Mundheim, excuse me for interrupting you,
but Congressman Studds must testify now because he has to get back
to the floor of the House. Thank you very much. We appreciate it.

It is a pleasure to have Congressman Studds of Massachusetts who
has been a leader with respect to this matter, as well as other fishing
matters.

Representative STuDDS. I appreciate your kindness, Senator, and I
apologize to Mr. Mundheim and Mr. Self. Given the nature of the
business in the House this morning and the need of the Department
of the Treasury to go to somewhat lengthy pains to justify their posi-
tion, it might be wiser to attempt to proceed.

If I am a bit breathless, it is not only the speed with which I tried
to get over here, but the Senator will be amused to know that our
first vote in the House this morning was on the impeachment of
Ambassador Young. The motion was losing when I left. °

STATEMENT OF HON. GERRY Z. STUDDS, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MASSACHUSETTS

Representative STUDDS. Mr. Chairman, I assume that Senator Ken-
nedy, who, I gather, began the hearing, shared with you the appro-
priate substance, and the appropriate emotion with which that
substance ought to be expressed on this subject, and I know the Senator
from Maine is as well aware as anyone of the nature of the problem
that we face.
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Obviously, I am here to urge this committee and the Senate to act
promptly Find favorably on Senate Resolution 483 to disapprove the
Treasury's almost annual decision to waive the countervailing duties
on Canadian fish, once they have found that they are in order under
the law.

I would ask unanimous consent that my statement appear in the
record in full, and I will attempt to summarize it as briefly as I can.

Senator HATHAWAY. Yes; your entire statement will appear in the
record.

Representative STuDDs. May I also say thit, institutional pride
aside, although I have introduced a similar measure in the House and
am urging action in the House Ways and Means Committee, even a
Member of the House is prepared to concede the possibility that, on
occasion, the Senate might act more promptly. I would urge this
committee and this body to proceed as fast as possible, regardless of
our success o; speed in the House.

Let me just say that the multiplicity of ways in which the Canadian
Government has subsidized its fishing industry is a source of great
wonder. The Senator knows it has been going on since the early part
of this decade. The Canadian Government has been building up its
fishing industry with the express purpose of capturing export mar-
kets, particularly those in the United States. I notice that Senator
Kennedy shared with you some statistics about that. Canada makes no
bones about its goal. Its stated goal is to make Canada the No. 1 fish-
exporting country in the world, and their strategies to this end are,
in the words of their own Minister of Fisheries and the Environment,
"too many to number."

These strategies include governmentally encouraged industry co-
operation in market research and promotion; Government grants for
port development and modernization; Government grants to connect
water supply lines to processing plants; Federal fishing vessel insur-
ance at below-market rates; a Federal r."ice support apparatus grants
of up to 50 percent of the cost of new ice-making machinery for fish-
ing vessels and processing plants; and direct per pound payments to
fishermen and processors handling groundfish, such as cod, haddock,
and flounder.

As the Senator knows, the mouths of American fishermen would
water at that list of varieties of Government support, and their anger,
I think, would rise enormously.

I am sure the Treasury Department will tell you, if they have not
done so already, that many of the items on that list are not technically
countervailable under the law. That may be technically correct, but
I think the magnitude of the subsidies should be borne in mind as this
committee makes its determination.

The Canadians have been eminently successful in their own stated
policy of capturing export markets, most particularly in the United

States. As I think the committee knows, on April 14 of last year the
Department made a determination, under an earlier petition filed by
the same petitioner, that the Canadian groundfish temporary assist-
ance program did, indeed, constitute a subsidy under the law; that it
was, indeed, subject to countervailing duties; and the Department, of
course, waived the collection of those duties.
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Only a few weeks after that 1977 determination by the Department,
the same petitioner field a new petition-the one which is the subject
of these hearings-covering many more tariff items. Although the De-
partment had just taken an entire year-the entire year allowed under
the statute-to determine that the assistance program constituted a
subsidy, the Department proceeded characteristically to take yet an-
other full year to make precisely this same determination.

And, in what strikes me as a particular piece of irony, the Depart-
ment, as I recall, in fact took 2 or 3 days beyond the year because the
statutory year terminated on a weekend. They took advantage of the
extra 48 hours or so, which short of rubbed it in at the last moment to
our fishermen.

By delaying its decision for yet another year, the Department al-
lowed approximately another $200 million of improperly subsidized
fish exports to come into the United States from Canada. Now that the
Canadians' program has succeeded in capturing substantial portions of
the U.S. market for Canadian fish, the Treasury Department has, once
again, come in and waived the countervailing duties called for under
the law.

If this Congress allows this waiver to stand, the net effect will be
to sanction the Canadian Government's successful accomplishment of
the goals of its programs which include, as you know, the use of arti-
ficially low prices to capture U.S. markets from our domestic fishermen.

I would like to share with the Committee a decision made by the
Department of Labor about a month ago with respect to crewmembers
on eight fishing vessels in the town of Provincetown on Cape Cod in
Massachusetts, in my district. Lest there be any doubt about the ability
of even other agencies of the Government to see what the Canadians
are up to, the Department of Labor has certified the crewmembers on
eight fishing vessels in my district as eligible to apply for worker ad-
Justment assistance under the Trade Act 'because o the impact of fish
imported from Canada.

And, if I may quote two sentences from the Department of Labor
finding:

The wholesalers indicated that decreasing purchases from Provincetown were,
in large measure, due to the increased purchases of fresh and frozen Canadian
fish by their customers, fish markets, supermarkets and restaurants. The Depart-
ment's investigation revealed that many fish distributors and wholesalers used the
imports of Canadian ground and fiat fish as leverage in bidding down the ex-
vessel prices paid to domestic fishermen for the same species of ground and
flatfish.

Mr. Chairman, I think that it is abundantly clear-and the Treasury
Department itself has to concede this to be true-that the Government
of Canada has used improper governmental subsidies to enable their
fishing industry to capture a substantial proportion of the U.S. market.

And, may I say finally a couple of things, Mr. Chairman ? I am sure
that you will hear from the Treasury Department that we have to be
particularly grateful for the fact that the Government of Canada has
agreed gradually to phase out their direct payment program through-
out the course of this year. That is true, but Ithink there are a couple
of things which need to be borne in mind.

Most of the multifaceted subsidy program of the Canadian Govern-
ment is not technically countervailable under the law. Yet, it exists.
It is a substantial subsidy.
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Furthermore, even. if Canada were to phaseout all of this subsidy
the fact is that American fishermen, for years and years to come, wli
be competing against Canadian vessels and Canadian processing facili-
ties which have been subsidized in the past, and this is an extremely un-
fair disadvantage under which our fishermen have been operating for
a long time.

This committee, I suspect, at least as much 9s any in the Senate, is
concerned with the balance-of-payments situation of the United States.
I believe Senator Kennedy pointed out that last year our deficit in
trade in fish products alone was in excess of $2 billion. A substantial
percentage of that comes from the unfairly subsidized exports from
Canada.

Finally, Mr. Chairman, I know that you, of all people, do not need
to be remainded about. how the United States fishermen feel about their
government. In fact, I doubt that in the setting of the Committee, one
could accurately articulate precisely how United 'States fishermen feel
about their government.

Our fishermen in Massachusetts, as I am sure yours in Maine, were
somewhat bemused by the farmer's strike and the presence of thou-
sands of farmers in Washington earlier this year because the farmers,
among other things, as you recall, were arguing that their price oup-
ports were inadequate.

That really struck us. Fishermen, of course, do not know anything
about price supports.

As you wellknow, our fishermen not only do not have price sup-
ports, but under the 200-mile limit law-the Fishery Conservation and
Management Act of 1976-in several instances they have been ordered
by their own government, for reasons of conservation and depletion of
stocks, not to fish at all. There have been total closures and, at the
moment, as you well know, quotas have been reduced to a level where
many fishermen feel that there is an economic closure on some species.

While they see their government-quite rightly, perhaps, in terms
of the need to conserve the species and ultimately the industry--order-
ing them to cut down and, in some cases, to suspend their fishing, they
do not see their Government, on the other hand, recognizing some kind
of a compensatory obligation to their fishermen.

For many years I have tried to convince people in the House that
fishermen were farmers-they happen to be farmers of the sea rather
than farmers of land, but they are essentially producers of food-and
I sometimes tremble to think what would happen if the jurisdiction
over fisheries matters were under the Department of Agriculture and
the Agriculture Committees of the respective Houses. I suspect our
fishermen years ago would have been paid to sit on the dock and not go
fishing in some of the earlier programs that we have had. But the kind
of legitimate concern that this government has expressed for its tradi-
tional, conventional farmers of the land, as you well know, has never
been expressed to our own fishermen.

At this point, given a world where people are starving, given the
extraordinary depletion of protein resources-most particularly, as
you well know, in the Northwest Atlantic-given the sacrifices our
own fishermen are being asked to endure, perhaps for a matter of
years to the determination of this Congress to conserve those species,
to say that the foreigners cannot fish, one can imagine the response
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and the reaction of an American fisherman who is being ordered by
his own government on grounds of conservation to suspend fishing
and who, while he sits on the dock, sees trucks bringing in subsidized
Canadian fish.

This is an absolutely intolerable situation. It seems to me that the
very least we can do at this point, as a symbolic gesture that there is
awareness and concern in this Congress for the fishermen of this
count, is to say to the Treasury Department,, this time you cannot
do it. This time we are going to overturn that waiver. This time we
are going to recognize our own fishermen, and what they have been
sub'ected to for the better part of a decade is going to be terminated.

We are not about to accept the usual, conventional arguments of
convenient diplomacy from the Department of State which we heard
for years in operation to the 200-mile limit, that we cannot afford to
somehow offend our friends. Canada clearly is one of the friends of
this Nation, and it seems to me that the basic relationship between the
United States and Canada will survive whatever determination is
made.

I think, for once, it is time for us to make determinations in ac-
cordance with our own statutes, in accordance, as I say, with the
recognition of the importance of our own fishermen, andI urge the
committee to report the resolution as quickly as possible.

Senator HATHAWAY. Congressman, thank you very much. I think
that what the fishermen might say about the Government might be
about what Vance said about Young. I think it would have to appear
that way in the record.

I really appreciate the testimony that you have given, the leadership
that you have given with respect to protection of fishermen's rights
and t am going to follow your advice and urge-well, I should not
say this at the outset of the hearing, until I hear Mr. Mundheim and
what defense he has of the waiver.

But, at the present time, I would be inclined to follow your advice
and urge the committee to report the resolution out.

However, I reserve judgment until I hear Mr. Mundheim and all
of the rest of the witnesses.

Senator Hansen I
Senator HANSEN. Mr. Chairman. I must admit that I know very

little about the fishing industry. The coastline in Wyoming is not
very extensive.

But I am concerned about this. It seems to me that, for a number
of years, we have been leading the world in working towards a reduc-
tion in tariffs and nontariff -barriers. I am completely convinced that
the time has come for the United States to show that in spite of our
willingness and our eagerness to show friendship and understanding
and increase trade among nations generally, we have to be concerned
about jobs in this country.

Wyoming has some interests in trade by virtue of the fact that we
produce cattle and meat in Wyoming. I know that when we examine
the relationship between this country and the European community,
we see that those nations have not demonstrated the same kind of
total commitment that has characterized out policies for a long time.

I am disturbed over the fact that we presently have an imbalance of
payments. I am concerned about the unemployment that seems to be
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directly as a result of a myopic view of what we do as compared with
what out countries do. I just want to say to you that I am
sympathetic.

Representative STUDs. May I say, Senator, that I deeply appreciate
your interest. It is a very good omen to see a bipartisan coalition of
Maine and Wyoming on a question like this. I am beginning to wonder
about Wyoming's coastline. Having shared the conference committee
meetings on the Outer Continental Shelf with the Senator from
Wyoming, I have been carefully studying my maps to find his part
of the Outer Continental Shelf.

As you know, we have conferees from the Senate from Idaho and
Arkansas and Wyoming and other "coastal" States. It has been an
absolutely fascinating experience.

I appreciate deeply the effort the Senator has made to learn of
areas other than his own, and I hope someday-well, perhaps the Sena-
tor would prefer that I stay out of questions involving ranching and
mining.

Senator HANSFN. It is a nice way to go broke, if you want to get in
it. We have a lot of mortgaged ranches in Wyoming that you might
like-

Representative STUDDS. May I just point out one thing in response
to what you said, sirI

The duties which we seek in attempting to overturn the waiver are
not, as you know, the imposition of some kind of an arbitrary tariff
wall. They are, quite literally, what is meant by the word "counter-
vailing." They are calculated precisely only to offset the amount and
the value of the subsidy granted by the Government of Canada, so
they are an equalizing, not an attempt to get ahead.

Senator HANSEN. Mr. Chairman, thank you very much. I have to
run to a markup, but I did want to come by to let you know that
despite the fact that we do not have a very long shoreline, I share
your concern in trying to do whatever we can to expand job oppor-
tunities in this country and to rectify or address the balance-of-
payments problem.

Representative STUDDS. I thank the Senator. I know that he has a
busy schedule, and I know he will be relieved to know -that the House
of Representatives has just spared him the additional burden of hav-
ing to try Ambassador Young.

Senator HATHIAWAY. Thank you very much, Gerry. Good to see you,
and thanks for your excellent statement, all of which will be put into
the record.

[The prepared statement of Mr. Studds follows:]

STATEMENT OF REPRESENTATIVE GERRY E. STUDDS OF MASSACHUSETTS

Thank you, Mr. Chairman. I appreciate this opportunity to appear before you
today to support passage of Senate Resolution 483, which would disapprove the
Treasury Department's decision to waive collection of countervailing duty on
government.subsidized Canadian fish imported into the United States. I have
filed a similar resolution (H. Res. 1260) in the House of Representatives, and am
seeking action on it there. However, since the law permits either body to dis-
approve a decision to waive collection of countervailing duty, I strongly urge
your Committee and the full Senate to proceed with passage of S. Res. 483.

At least since the early 1970s, the Canadian government has been building up
the Canadian fishing industry to enable it to capture export markets. Their
stated goal is to make Canada the #1 fish exporting country in the world and

34.705 0 - 78 . 2
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their strategies to this end are, to use the words of Canada's Minister of Fisheries
and the Environment, "too many to number." These strategies include govern.
mentally-encouraged Industry cooperation In market research and promotion,
government grants for port development and modernization, government grants
to connect water supply lines to processing plants, federal fishing vessel insurance
at below-market rates, a federal price support apparatus, grants of up to 50%
of the cost of new Icemaking machinery for fishing vessels and processing plants,
and direct per-pound payments to fishermen and processors handling groundfish
such as cod, haddock, and flounder.

While many of the thing: tie Canadian government does to assist its fishing
industry in capturing export markets in the United States are not-at least in
the opinion of the Treasury Department-countervallable, I have mentioned
them to try to give you an understanding of the magnitude of the Canadian
government's efforts to capture fish markets in the United States. Those efforts
have been successful, and a key part of them has been the direct payments to
fisherman and processors under the Groundfish Temporary Assistance Program
which has existed in several variations since 1974.

On April 18, 1977 the Treasury Department made a final decision, in response
to an industry petition filed a year earlier, that the Canadian government's
Groundfish Temporary Assistance Program and vessel construction grants were
export subsidies, and then waived collection of the countervailing duty. The 1977
decision affected only 3 tariff items covering imports valued at about $2 million
per year.

A few weeks after the 1977 decision was issued by the Treasury Department,
the same petitioner filed a new petition covering many more tariff items. Although
the Treasury Department had just made one determination that the Groundfish
Temporary Assistance Program was an export subsidy, the Department took the
full year permitted by statute to make the same decision with respect to the
additional tariff items. The Canadian government paid its fishermen and proces-
sors the full subsidy (amounting to at least 13% ad valorem) during most of the
year for which the Treasury Department delayed its decision on the new
petition.

By delaying its decision on the new petition for a year, the Treasury has
allowed the Canadian government to improperly subsidize approximately $200
million of fish exports to the United States. During this year, the Canadian fish
exports to U.S. markets continued to underprice U.S.-caught fish, and to displace
them from the marketplace. Now that the Canadians' temporary subsidy program
has succeeded in capturing new U.S. markets for Canadian fish, the Treasury
Department is asking approval once again for its waiver on the collection of
countervailing duty. The net effect of the Treasury Department's delay and
granting of waivers has been and will be (if the wavier is allowed to stand) to
allow the Canadian government to accomplish completely the goals of its Ground-
fish Temporary Assistance Program, which Included the use of artificially low
prices to capture U.S. markets from our domestic fishermen.

The Canadian government's direct subsidies to groundfish fishermen and
processors have always been viewed as temporary, as the name of the program
implies. The Groundfish Temporary Assistance Program was begun after our law
was passed permitting the Treasury Department to waive collection of counter-
vailing duties, and it is reasonable to assume that the Canadians planned to
phase it out before our law permitting waivers expires next January 4. In my
opinion the Canadian government has very skillfully used a section of our trade
laws by using export subsidies to enable low-priced Canadian fish to capture U.S.
markets. Once those markets have been captured by the use of artificially low
prices, U.S. fishermen will have to combat the newly-established lines of supply
as they attempt to regain their position in the marketplace. Under these circum-
stance, I find it impossible to agree to any further waivers of countervailing duty
on Canadian fish.

Mr. Chairman, one of the witnesses scheduled to testify later in this hearing
may attempt to explain the increasing dominance of Canadian fish in U.S. markets
in terms of supply, rather than price. In this regard, I would like to bring to your
attention that the Department of Labor has completed an investigation of this
situation, and has certified the workers on at least 8 fishing vessels in my district
as eligible to apply for Worker Adjustment Assistance because of the impact of
fish imported from Canada. I would like to quote one paragraph from these deter-
minations by the Labor Department because of its relevance to your deliberations
today.
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"The wholesalers also indicated that decreasing purchases from Provincetown
were In large measure due to the increased purchases of fresh and frozen Cana-
dian fish by their customers-fishmarkets, supermarkets, and restaurants. The
Department's investigation revealed that many fish distributors and wholesalers
use the imports of Canadian ground and flatfish as leverage in bidding down the
exvessel price paid to domestic fishermen for the same species of ground and
flatfish."

Mr. Chairman, the Canadian Government has engaged in a large-scale effort to
enlarge its share of wholesale and retail fish markets in the United States. In the
process it has used improper governmental subsidies to enable Canadian fish to
undercut U.S. fish prices. I believe this situation should be ended at once, and
urge your committee to report Senate Resolution 483 for favorable action by the
full Senate.

Senator HATHAWAY. Now, Mr. Mundheim, we will resume where we
left off. I think you were talking about the vessel subsidy.

STATEMENT OF HON. ROBERT MUNDHEIM-Resumed

Mr. MUNDIEIM. I was just describing, Mr. Chairman, how we
calculated that subsidy and said that if we take the average appropria-
tion over the last 12 years and divide it by the total catch in the most
recent year available, then that calculation indicates a subsidy of ap-
proximately 0.85 percent ad valorem.

Then there is a third, broad category of-
Senator HATHAWAY. The vessel subsidy is what, approximately, 50

percent? The cost of the vessel?
Mr. MUNDHEIM. It is 35 percent.
Senator HATHAWAY. It is 35 percent.
Mr. MUNDHEIM. Not every-
Senator HATHAWAY. And then you take that percentage of what the

cost of the vessel would be, the total cost? Is that what you are doing?
Mr. MUNDHEIM. That would be the 35 percent, but the question is-

you cannot determine the-
Senator HATHAWAY. No; 35 percent is what the Canadian Govern-

ment pays. If the vessel costs $100, they pay $35.
Mr. MUNDHEIM. They pay $35.
Senator HATHAWAY. What percentage of all of his costs is the cost

of the vessel, amortized over whatever life it would be given?
Mr. M UDHEIm. There are, then, various other kinds of subsidies for

doing this, which go to diminish the costs that the fishermen would
have.

If you take just what goes to a particular vessel, on a particular
vessel if it costs $100, there might be up to $35 of grant from the
Canadian Government.

Now, the problem is that not every vessel benefits from that grant,
and we cannot identify the fish imported through a particular vessel.
So what we have to do is take the value of that grant and spread it
over the entire catch, and that is why we get down to this 0.85 percent
ad valoreum subsidy. That is how we quantify it if we were to
countervail it.

Now, the third type-
Senator HATHAWAY. Wait a minute. I am not sure I understand your

conclusion. It is 85 percent of what?
Mr. MUNDHEIM. It is 0.85 percent. In other words, on the fish coming

in, that is what it would amount to. That is how we would quantify the
subsidy.
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Senator HATHAWAY. If we wanted to offset that, we would have an
0.85 percent tariff?

Mr. MUNDHEIM. That is right.
Now, the third broad category are certain Federal Department of

Regional Economic Assistance grants to fishing communities, in New-
foundland for water supply and wharf facilities, and various loan pro-
grams by several of the Maritime Provinces for vessel construction
which, together, result in approximately 0.4 of a percent ad valorem.

Now, as Senator Kennedy and Congressman Studds have indicated,
those last two categories of subsidy which are capital intensive, infra-
structure, have a greater impact than the amount of the ad valorem
duties that we calculated, and their point, and I think we would accept
this, the advantage created by working with more up-to-date boat
and wharf facilities. And they contrast that kind of help to the Cana-
dian industry with the U.S. industry's difficulty in raising capital.

Nevertheless, the countervailing duty law limits the Secretary to
assessing an additional duty equal to the net amount of the bounties,
or grant paid.

One other point I ought to make about the subsidy, and that is that
none of these programs are specifically limited to export activity, but
because a preponderance of the Canadian fish production is export-
ing, we do conclude that the effect of the subsidies is to bestow a
bounty under the countervailing duties law.

So the first part is that there clearly are subsidies. We have found
those to exist, and I think I now have to explain to you why we have
decided to waive what are clearly subsidies.

Senator HATHAWAY. What did you determine to be the total amount
of the subsidyI

Mr. MUNDHEIM. We would say that they amount to roughly 17
percent ad valorem.

Now, there are, as this committee well knows, three conditions that
must be satisfied under the statute to waive.

First, adequate steps have got to be taken to eliminate or reduce the
subsidy paid. That condition, I believe, has been met, and I want to
explain precisely how the Canadian Government has dismantled its
subsidy program.

First, there are the outstanding claims of processors of fish. Those
have not been honored, as I understand it, since April 1977. The
authorization for paying those claims was formerly terminated as of
April 1, 1978.

Thus, the effective bounty paid to processors has been reduced by
J6~ percent since April 1977.

Second, the outstanding claims of fishermen with large vessels,
so-called offshore, have been disallowed as of April 1, 1978. That dis-
allowance with the disallowance for the processors means that the
total subsidy has been reduced by 71 percent as of April 1, 1978.

The claims of the fishermen with smaller vessels, onshore fishermen,
will be disallowed as of October 1, 1978. That disallowance reduces
the subsidy by 94 percent.

Now, I should emphasize that the dismantling of the GTAP pro-
gram covers categories of fish beyond those mentioned in the petition.
Thus, the dismantling also applies to fish categories included in the
National Federation of Fishermen and the Point Judith Fisherman's
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Cooperative. Those are gone, or are committed to be gone, insofar as
the onshore fishermen are concerned, as of October 1.

They are also gone, I might say, with respect to fish that are not
exported. But I think that aspect of the congressionally mandated
criteria has been met, and very substantially met.

The second criteria requires a reasonable prospect that a successful
trade agreement will be negotiated with foreign countries providing
for the reduction or elimination of barriers to or other distortions to,
international trade.

I have already alluded to the ongoing negotiations in Geneva, and
we believe that the second criteria is also met.

Now, the third criteria requires a determination that countervail-
ing would seriously jeopardize the satisfactory completion of
negotiations.

Canada plays a very active role in the trade negotiations and we
concluded that the Canadian reaction to a countervail would be very
adverse particularly after they had agreed to eliminate 94 percent of
the subsidy by October 1. As you know, waivers have, in the past, been
granted where the subsidies found have been reduced to a lesser degree,
or over a longer period of time.

We have consulted at some length, with Ambassador Strauss and
his staff and they indicated their serious concern to us that a failure
to waive, under the circumstances of this case, would affect, detrimen-
tally, the progress they felt was being achieved in arriving at a sub-
sidy program.

Of course, before we made the determination to waive, we did con-
sult with Members of Congress their staffs, representatives of U.S.
industries, the Department of State, the Department of Commerce
and, as I have indicated, the special trade representative.

There is always the contention that a waiver such as this one gives
more weight to the interests of foreign policy than to the needs of the
domestic industry. I think that this a case where that argument is wide
of the mark.

The Canadian actions to dismantle GTAP directly and substantially
eliminate an important element of unfair competition to our fishing
industry. We insisted to the Canadians that unless all payments under
GTAP cease by October 1, we would countervail and we were prepared
to do so.

However, with the almost complete elimination of the subsidy-94
percent by October 1-it seemed appropriate to use the waiver author-
ity as a lever for moving forward the effort to resolve the problems of
subsidies on a broader, international basis.

Thus, I think the use of the waiver in this case illustrates precisely
how Congress intended the authority to be used. It allowed, on the
one hand, for preservation of the cooperative spirit during the most
critical phase of the trade negotiations and, at the same time, it brought
about the substantial termination of one of the largest subsidy pro-
grams that Treasury has dealt with.

Senator HATHAWAY. Well, thank you, Mr. Mundheim. I think there
may be some dispute as to the way you compute the actual subsidy, and
that will be brought out in testimony later on. But assuming that you
are right and it is only 1 percent ad valorem and that you are going
to wipe out 94 percent by October 1, that means there is only going to
be a 1 percent-6 percent of 17 percent would be about 1.02.
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Mr. MUNDHEIMr. That is correct.
Senator HATHAWAY. Well, why do you not go all the way? It seems

that your argument cuts both ways. If it is that negligible, it is that
negligible either way.

Certainly, you cannot say that a 1-percent tariff is going to jeop-
ardize our relationship with Canada as far as the trade negotiations
are concerned. And even though you can make the argument that that
is a substantial reduction-if you are right, if you cut it off to a 94
percent-it seems to me that it is ridiculous not to go all the way.

Mr. MuKDHEJm. The problem is that the Canadian Government-
some of these are not at the federal level, but at the provincial level-
also has its problems in completely phasing out a program. I think the
important point here is that they went as far as they did, and therefore,
what we have is a 94-percent elimination.

Senator HATHAWAY. Well, they do not have to phase it out. We will
just propose a 1-percent tariff. They are not going to complain about
a 1 percent tariff, are they ?

Mr. MuVmxEIx. I appreciate that point, but I think part of our
mandate under the countervailing duty law is to try to get the Govern-
ment to reduce, or to eliminate, the subsidies by their own action. It
was considered by Congress that that was important. That was one of
the things that we were told to do during the period of our counter-
vailing duty negotiations.

I think we have done that in this case, and I think we have come out
pretty well.

Senator HATHAWAY. Well, the problem is-I do not know if you are
really answering my question. What harm is there going to be having
1 percent on it?

tearing in mind that what you say may be correct, that the para-
mount concern, under the countervailing duty provisions, is to get the
other countries to do it voluntarily, still, with only a 1-percent tariff to
be added on to make it come out to zero, eliminate it altogether, it
seems to me that the other country is not going to complain all that
much.

Mr. MUNDEIM. It is our feeling that they would complain and that
that would substantially diminish the favorable atmosphere in Geneva
for arriving at a subsidy code, and if we get a subsidy code, we are
going to have a much broader and better basis for dealing with what
is a real problem. I could not agree with you more, Mr. Chairman, but
we would be able to deal with it on an international basis and across
industry.

We think that is just very good for U.S. industry.
Senator HATHAWAY. Why could we not just propose it until we get

that code, which may not come about in the next 10 years? They have
been working on that for quite a while, have they not, to determine
just what is a subsidy and what is not a subsidy, and coming to some
common agreement.

I know we have a lot of problems with respect to our own tax code
that they contest, and say, look, a 10 percent investment credit is a sub-
sidy-and it is a subsidy, I suppose-and if we wait until they get all
of the loopholes or subsidies in our tax code before coming to some
agreement, that will take quite a while.
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Mr. MUNDHRIM. Well, you will remember, sir, that the waiver is
only good until January 4. If we have not arrived at an international
agreed on code and present it to this Congress and accept it, by Janu-
ary 4, our waiver is already stopped. On January 4, we will counter-
vail against these grants. It is obligated. We will do it.

So we are not talking about a waiver forever. We are talking about
a temporary waiver.

Senator HATHAWAY. From now until January 4.
Mr. MUNDHELM. From now until January 4. And it was with a small

amount of the duty and it was to preserve the kind of atmosphere that
we hope would be-

Senator HATHAWAY. It seems to me it is psychological and real. I
mean, it is only a 6-month period, and the 1 percent, if you are going
to come down on either side, you ought to come down in favor of the
American fisherman, because the American fisherman is actually being
pressed, as you know.

The Department of Commerce is telling them, look, you cannot fish
for grounfish for a certain length of time; you have overfished them,
and there is a big debate on that.

They are trying to try to get into a lobster quota, and that is going
to be a real problem. As you know, they have had a real tough time.

And I would think that if it is only for a 6-month period that you
could say, well, look, there is not that much sense in hurting the
American fisherman just for the 6-month period and I don't think
there is that much benefit to be gained from it.

But there is without really getting into the merits of whether or not
your decision is correct with respect to the first of that three-part
statutory condition on the waiver section 303(d) (2) (A) of the Trade
AcL

Mr. MUNDHEIM. My response to you, sir, is that these 6 months are
critical. These are the 6 months in which we hope to arrive at a code, if
we are going to do it. And we relied very heavily on the advice given to
us by the administration's representative responsible for negotiating
that code, who said, if you countervail in the face of what you have
gotten the Canadians to agree to do in terms of voluntary elimination,
you will poison the atmosphere. Do not do it.

Senator HATHAWAY. Who is telling you thatI
Mr. MuNDHEIm. Our Ambassador, Mr. Strauss, told us.
That is the kind of consultation and advice that we are supposed to

get, and weigh, and, as I said, it is a difficult decision.
Senator HATHAWAY. Well, perhaps we should have further hearings

and call Ambassador Strauss in, as well as the Canadian Ambassador
who has sent me a memo on this.

[The memo referred to follows:]
CANADIAN EMBASSY,

Washington, D.C., June 21,1978.
Hon. WILTIAm D. HATHAWAY,
U.S. Senate,
Russell Senate Offce Building, Washington, D.C.

DEAR BILL: I am writing with reference to our conversation on the decision
by the Secretary of the Treasury to waive the imposition of countervailing duties
on Canadian groundfish imports, and Senate Resolution 483 which would over-
ride this decision.

As you are probably aware, the Canadian fishing industry has, over the past
four years, gone through its worst crisis during the course of which unusually
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high costs (stemming in part from the energy crisis of 1973), scarce fish and poor
markets produced heavy losses and forced producers towards bankruptcy.

Faced with t'is social and economic crisis, the Canadlan Government deemed
it necessary to authorize emergency aid to the groundfish and other sectors of
the fishing Industry so as to prevent the collapse of communities and widespread
dislocation in a primary industry of an already disadvantaged region of the
country, where unemployment rates currently exceed eleven per cent.

The main financial mechan!sms used by the Government to address this crisis
was the Groundfish Temporary Assistance Program (GTAP) under which pay.
ments were made to fishermen and fish processors based on the amount of fish
caught or processed. As the name of this program suggests, it was the intention
of the Government from its initiation that this form of financial support be only
a temporary measure sufficient to allow communities and the fishing Industry to
deal with a particular crisis situation.

As you noted in remarks made when you introduced the Resolution, the
Canadian Government has stated Its Intention to phase out payments to proces-
sors and fishermen under the GTAP. Payments under this program have already
been eliminated entirely for processors and substantially for fishermen. Remain-
ing payments to fishermen will be terminated on October 1 of this year.

In your remarks, you also noted the existence of "indirect Canadian subsidies".
I would point out that, to the extent you refer to financial assistance provided to
communities in Newfoundland by the Federal Department of Regional Economic
Expansion (DREE), the facilities In question, which Involved the construction
of wharves, marine centres and fresh water distribution systems, were essen-
tially in the nature of infrastructure. In most instances, these facilities are
available on a user-pay basis to all members of the communities in which they
are located and their use Is consequently not limited to the fishing industry.
As you will appreciate, assistance of this type is normally provided by most
governments (including the U.S. through the Economic Development Administra-
tion) for the development of community infrastructure, particularly in more
disadvantaged regions of the country.

The substantial modifications made by Canada to Its fisheries programs and
our active participation in the Multilateral Trade Negotiations in Geneva would
appear to meet the criteria set out under the Trade Act of 1974 providing the
Secretary of the Treasury with authority to exercise a waiver of countervailing
duties. In light of the importance of the fishing industry to the Canadian economy
in general and more specifically its role as a leading employer In one of the more
disadvantaged regions of our country, the Canadian Government welcomed the
decision by the Secretary of the Treasury to exercise this authority. We would,
of course, regret a Congressional decision to override his action.

Yours sincerely,
PerEn M. Tower, Ambassador.

Senator HATHAWAY. How do you reconcile the requirements of (A)
of these three conditions that you are supposed to have to meet in
order to grant the waiver? It says, "Adequate steps have been taken
to reduce, or substantially eliminated during such period, the adverse
effect of a bounty or grant."

Now, that, necessarily, takes into consideration the plight of the
fishermen, right ? And so even though you might be right with respect
to your figures, 1 percent could have a substantial effect and I think
from all of the testimony that you have heard Senator kennedy did
and Congressman Studds, without my reviewing it all, that you would
recognize that American fishermen, and particularly New England
fishermen with which I am more familiar, are having a tough time
making a go of it. And even though it's only a 1-percent subsidy, it
still hurts. Would you not agree with that ?

Mr. MUNDHEIM. We certainly can understand that argument, and
we weighed that argument. But still the statute says substantially
eliminated, and 94 percent, it seems to me to be a substantial
elimination.
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Senator HATHAWAY. Yes; but taking into consideration all of the
problems that the fishermen have, it seems to me that in this case you
can argue that while 94 or 99 percent might be great in most other
case, here it should be the full 100 percent because there are some items
that. cannot even be reached under the countervailing duty provisions
of existing law.

Is that not correctI
Mr. MU1DH T M. Of course that is correct. Part of the problem is

that wherever one has a troubled industry, the problem is not a single
cause problem. The countervailing duties problem is-even if we
countervail, I suspect that that would not solve the problem of the
fishing industries. Those problems are much more complex and re-
quire a much more diverse approach for their solution.

We have had, however, to weight the problem within the particular
confines and framework of countervailing law.

Senator HATHAWAY. So what you are saying, in effect, is that it is
a judgment that you have to make.

Mr. MUNDHEIM. Yes, sir.
Senator HATHAWAY. You do recognize that the fisherman is having

a tough time making a go of it-
Mr. MUNDITEIM. Absolutely.
Senator HATHAWAY [continuing]. And that that should be

considered.
So if you are talking about a prosperous industry, maybe you reduce

it only 50 percent. It might be enough to cover subsection (A), is that
not correct? But if it does vary with the industries that you are talking
aibout-or if it is a hard-pressed industry, with respect to the fish
industry, such as the shoe industry, the textile industry-you con-
sider it differently than you would i it were the oil industry or some
other more prosperous industry in the country.

Mr. MUNDHEIM. Well, I would certainly have to agree that the fact
that this industry is hard pressed was something that concerned us.
We certainly heard a lot about it and we took it into account and in
that sense felt that the fact there was such a substantial elimination
of the subsidy program by the Canadians made a little easier what is
still a very difficult decision.

Senator HATHAWAY. So the 94 percent, I am getting at, that is a
relative figure. It depends on the industry we are talking about.

Mr. Mundheim, I am going to ask youif you will stay around for a
little while, if you do not mind because we have some testimony that
I think is going to contradict what you have said and I would like you
to have an opportunity to answer it. You may stay there and have the
other witness come up beside you.

Thank you very much.
[The prepared statement of Mr. Mundheim follows:]

PREPARED STATEMENT OF HON. ROBERT H. MUNDHEIM, GENERAL COUNSEL OF
THE TiRAsy DEPARTMENT

Mr. Chairman and distinguished members of this subcommittee; I appreciate
the opportunity to appear before your committee today to discuss Treasury's
countervailing duty determination on imported Canalian groundfish and our
decision to waive countervailing duties.

The decision to exercise the temporary waiver authority provided in the Trade
Act of 1974 is always difficult. On the one hand, we must be mindful of the poten-
tial harm to a U.S. industry which has been forced to compete against subsi-
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dized imports. On the other hand, Congress has also indicated the great
desirability of seeking internationally-agreed rules and procedures governing the
use of subsidies. Thus, we must weigh the effect of imposing countervailing duties
in a specific case against the prospect of arriving at such arangements. In this
case, our discussions with a number of Members of Congress, their staffs, and
industry representatives made us acutely aware of some of the severe economic
problems faced by the U.S. fishing industry. This industry has apparently had
substantial capital shortages, is restricted in its production by quotas within
U.S. fishing boundaries for the next few years in order that depleted stocks can
be restored, and has had to compete against subsidized Canadian fish.

Although the U.S. fishing industry receives virtually no special governmental
assistance, the Canadian Federal and Provincial Governments paid substantial
subsidies of 17 percent ad valorem to their fishing industry. Forcing U.S. fisher-
men and fish processors to compete under those circumstances is not fair. Nor
should any U.S. industry be forced to compete with subsidized imports.

Removing this form of unfair competition is a primary objective of our efforts
in Geneva. Serious negotiations are underway to establish an international code
of conduct governing the use of subsidies. While no agreement has yet been con-
cluded and many problems remain to be solved, progress has been made in the
many meetings as a consequence of the give-and-take from all parties concerned.
Our decision to waive was motivated by a desire to see the successful completion
of these negotiations and by a judgment that countervailing in the circumstances
of this case would have seriously Jeopardized these negotiations because of
Canada's important role in them. We coupled the desire to maintain a hospitable
atmosphere for the negotiations with an insistence that the subsidies be sub-
stantially eliminated within a very short period of time.

This case began with a petition filed by the Fisheman's Marketing Association
of Seattle, Washington. requesting that countervailing duties be imposed on a
wide variety of groundfish imports from Canada. 1977 groundfish imports from
that country were $172 million. Our investigation revealed the following
subsidies:.

(1) Payments to processors and fishermen under the Groundfish Temporary
Assistance Program (GTAP) under which the processors received a 6-cent per
pound payment and fishermen received a maximum payment of 2-cent per pound.
The combination of these payments could result in a subsidy of up to roughly
16 percent ad valorem.

(2) Vesel construction assistance providing payments from the Federal Gov-
ernment of up to 35 percent of the approved capital cost of vessels of certain
length and versatility. Since the benefits from the subsidy are realized over the
approximate accounting life of the vessel, the subsidy is calculated by taking the
average appropriation over the last 12 years and dividing It by the total catch in
the most recent year available. This assistance results in a subsidy of approx-
Imately .85 percent ad valorem.

(3) Grants by the Federal Department of Regional Economic Assistance to
fishing communities in Newfoundland for water supply and wharf facilities and
various loan programs by several of the Maritime Provinces for vessel construc-
tion which together result in a subsidy of approximately .1 percent ad valorem.

Representatives of the U.S. fishing industry have stressed that the capital-
intensive, infrastructural incentives have a greater impact than the amount of
the ad valorem duties we calculated. They point to the pervasive advantage
created by working with more up-to-date boats and wharf facilities. They
contrast this result with the U.S. industry's difficulty in raising the capital
necessary to establish facilities to match those of the Canad!ans. Although we
appreciate this argument, the Countervailing Duty Law limits the Secretary to
assessing an additional duty equal to the net amount of any bounty or grant paid.

While none of these programs was specifically limited to export activity,
the fact that a preponderance of Canada's fish production is exported, caused us
to conclude that the effect of these subsidies was to bestow a bounty under the
Countervailing Duty Law.

As this Committee knows, three conditions must be satisfied before Treasury
may waive the imposition of countervailing duties:

(1) Adequate steps must have been taken to eliminate or reduce substantially
the adverse effect of the subsidy paid. This condition for waiver has been met. The
Canadian Government has agreed to dismantle its subsidy program on the follow-
ing schedule:

Outstanding claims of processors of fish have not been honored since April
1977. Authorization was formally terminated on April 1, 1978. Thus, the effective
bounty has been reduced by 46 percent since April 1977.
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Outstanding claims of fishermen with large vessels (offshore fishermen) under
the GTAP has been disallowed as of April 1, 1978. This disallowance in addition
to that for the processors reduces the subsidy by 71 percent.

Claims of fishermen with smaller vessels (onshore fishermen) will be dis-
allowed as of October 1, 1978. This disallowance reduces the subsidy by 94
percent. I should emphasize that the dismantling of the GTAP program covers
categories of fish beyond those mentioned in the petition. Thus, the dismantling
also applies to the fish categories included in the National Federation of Fisher-
men and Point Judith Fishermen's Cooperative petition.

(2) The second criterion requires a reasonable prospect that successful trade
agreements will be negotiated with foreign countries providing for the reduction
or elimination of barriers to or other distortions of international trade. I have
already alluded to the ongoing negotiations in Geneva and we believe that the
second criterion is also ret.

The third criterion Tequires the determination that a countervailing duty
would seriously Jeopardize the satisfactory completion of the trade negotiations.
The fishing industry is an important Canadian economic sector and serves as
the principal economic activity in several of its Maritime Provinces. Canada
plays a very active role in the trade negotiations and we concluded that Canadian
reaction to a countervail would be very adverse, particularly after they had
agreed to eliminate 94 percent of the subsidy by October 1. Waivers had in the
past been granted where the subsidies found had been reduced to a lesser degree
or over a longer period of time. Ambassador Strauss indicated his concern to us
that failure to waive could affect detrimentally the progress in achieving a sub-
sidies code.

Before reaching its determination to waive, the Treasury consulted with a
number of Members of Congress and their staffs, representatives of the U.S.
fishing industry, the Departments of State and Commerce, and the Special Rep-
resentative or Trade Negotiatons.

After these consultations, Treasury published its final countervailing duty
determination and a waiver of countervailing duties on dutiable fish on June 16,
1978. For items which are free of duty, the Law requires that the International
Trade Commission make an injury finding before countervailing duties can be
assessed. We have stated our intention to waive on the duty-free items if injury
is found since the actions by the Canadians to substantially reduce the subsidies
affect both dutiable and duty-free fish In the same way.

There Is always the contention that a waiver such as this one gives more
weight to the interests of foreign policy than to the needs of domestic industry.
In this case In particular that argument is wide of the mark. The Canadian
actions to dismantle the GTAP directly and substantially eliminates an element
of unfair competition to our fishing industry. We insisted to the Canadians that
unless all payments under GTAP ceased by October 1, we would countervail-
and we were prepared to do so. However, with the almost complete elimination
of the subsidy, it seemed appropriate to use the waiver authority as a lever for
moving forward the effort to resolve the problem of subsidies on a broader,
international basis.

Thus, the use of the waiver in this case illustrates how Congress intended the
authority to be used. It allowed for discretion to preserve the cooperative spirit
during the most critical phase of the trade negotiations. At the same time it
brought about the virtual termination of one of the largest subsidy programs
Treasury encountered in its administration of the Countervailing Duty Law.

Senator HATHAWAY. Mr. Dykstra and Mr. Sharood?
Mr. Sharood is counsel for the National Federation of Fishermen,

and Mr. Dykstra is the president of the Point Judith Fisherman's
Cooperative.

Good morning.

STATEMENT OF JACOB DYKSTRA, PRESIDENT, POINT JUDITH
FISHERMAN'S COOPERATIVE, INC.

Mr. DYKSTRA. Good morning, sir.
Thank you, Mr. Chairman, for allowing us the opportunity to

speak here this morning. I have a prepared statement which is rather
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lengthy. I do not propose to read that statement-I hope it would be
made a part of the record-but I would like to emphasize a few things
from it.

Senator HATHAWAY. Well, Mr. Dykstra, and also Mr. Sharood, we
will put your entire statement into the record and we do appreciate
your summarizing and hitting the high points, particularly answering
any of the statements that have been made by Mr. Mundheim.

Mr. DYKSTRA. First of all, sir, we urge passage of Senate
Resolution 483. We think it necessary and we think that the facts
bear out that it should be passed.

As far as presenting a series of specific examples of how the Cana-
dian subsidization is affecting the fishing industry, I think that Mr.
Olsen is going to give numerous examples and, if it meets with your
approval, I would allow him to emphasize that part.

First, then, sir, I would say that I would emphasize that we are not
asking, nor have we ever asked, in the New England fishing industry
that Canadian fish be boycotted, banned, or otherwise excluded from
the United States. I think that perhaps there will be testimony here
today-and it has been emphasized by some of the people who take.
an opposite view-that we need Canadian fish. And I just say that
we agree that we need Canadian fish. The problem that we have is
that what we, in New England, need is an equal opportunity to get
our product on the shelf in the market and we do not think that we
have that equal opportunity.

I would like to speak a little bit about the vessel subsidy, because
everytime we come up against this the Canadians say that that is a
shipyard subsidy and it really did not help us out, and we could have
gone, and we can now, we can build those ships overseas just as
cheaply and really it helps the shipyards. It does not help the fisher-
men at all.

Well, it is true that the vessel subsidy is 35 percent, but there are,
and have been, over a period of years, other methods of assisting the
Canadian fishermen in building a vessel. Now there are Federal-loan
programs and Provincial loan programs that also help him out. There
are all kinds of rapid depreciation provisions and when we had a
small loan program, which we do not anymore in the United States,
we had to have a very substantial downpayment and we had to prove,
beyond doubt, that that downpayment was assets of the individual
who was attempting to get the loan.

This has not been true in Canada. If you could scrape up about 15
or 20 percent of the total cost of a vessel, you were off and running.
So it is inconceivable to me that anyone would say that, well, this
did not assist the Canadians to build vessels and overwhelm the
United States because it absolutely did, and it flabbergasted me. that
anyone would say that, look, it is only this 35 percent subsidy and that
really is a shipyard subsidy.

So we have, on page 15 of my testimony, we have gone into what
we think should be-how the s bsidv on vessels should be treated in
countervailing duty and we would lope that Treasury could be con-
vinced that this subsidy is an ongoing thing which'is going to be
affecting the Canadian'fishermen for years to come, as long as his
vessel is being amortized.
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Now, the next thing is that, you know, it has been said that while
the direct subsidies will be eliminated, and we want to emphasize that
we do not think that it was the intent of Congress that countervail-
ing duties be waived on a promise, and we have not been too happy
with the way some of those promises have been carried out in the
past, as wel

So we just cannot agree that if the Canadians promise to do this
and that, that that is fine and the duties should be waived.

But beyond that, we have some real problems with the indirect
subsidies and the way they are being treated. It has been said that
while they are hard to identify and they do not have much effect,
and so on, but what we look at, and what I think you have to look
at, is when a package of fish arrives on the shelf in the market in the
United States, how much help did the Canadian get in getting that
there, and everything that helped him get that there is one so that
his product will be there, and more competitive, than the product
produced by the U.S. fisherman.

So I think that it is necessary to look at all of the subsidy and
attempt to identify all of it, and this has been done.

Dr. Norton, who is sitting in the audience, has done an exhaustive
study on this along with Mr. Joel Duram. Dr. Wilson from the Uni-
versity of Maine has done a great deal of work on this and Mr. Sha-
rood has done a great deal of work-and others have, too-and their
conclusions are not at all the same as those of Treasury as to what
indirect subsidies are.

So I would use an example. They say well, you know, we are going
to get rid of the direct subsidies-at least we have a promise--so we
really find it very difficult to identify the indirect subsidies as being
those which assist imports and so on.

Well, I would say if a citizen appeared before this committee con-
tinually and some other citizens came and complained and said, look,
you know, an agency of the Government is helping here with his
planefare. That is the way he gets there. You say, all right, we will
instruct that agency of the Government to stop assisting him with
his planefare, and they do, but he keeps appearing.

And they say, well, how can they keep appearing? And they say,
you know, the Government is also helping him to buy his car, they
are also helping him to buy his house and they are also helping to get
insurance and they are helping him to buy food and the necessities of
life, so he really does not have very big expenses so he can still pay
his planefare and get down here.

You say well, it is very difficult for us to identify that and so we
just cannot do anything about it.

This does not make a great deal of sense to me and I think, as I say,
that these things have been identified very carefully and very
thoroughly and that they can be taken into account.

So I would think that we would deeply appreciate it if this commit-
tee would urge the Treasury to take another look at this with the
experts who have been gone" into it in great depth, because it seems
strange to me that everyone else who goes into it comes to a completely
different conclusion fro m what Treasury does.

And, finally. I would like to point out that as with the vessel sub-
sidies, all the rest of these subsidies, if they were completely elimi-
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nated, direct and indirect today, they have so strengthened theCanadian industry over the years that the Canadian industry is verystrong and it is really a going concern and that this would constitutevery tough competition for the U.S. fishermen for years to come, evenif every subsidy were knocked off today.
So, again, we would urge passage of this resolution and we wouldurge, if the committee found it agreeable to, that this committee askTreasury to take another look at this thing.
Thank you, sir.
Senator HATHAWAY. What conclusion do you come to? I mean, theTreasury said that the subsidy amounted to 17 percent ad valorem,and that they have taken action to reduce that by 94 percent.,Mr. DYRSTRA. Mr. Sharood has been doing the details on that, and

I would ask him to answer.
[The prepared statement of Mr. Dykstra follows. Oral testimony

continues on p. 64.]
PRPABED STATEMENT OF JACOB J. DYKSTRA, PRESIDENT, POINT JUDITH FISHER-

MEN'S COOPERATIVE AsSOCIATION, INC., POINT JUDITH, RI.
Mr. Chairman, members of the committee, I appreciate the opportunity to ap-pear here today to testify in support of S. Res. 483, a resolution to disapproveTreasury Decision 78-182, which waived the imposition of countervailing dutieson certain fish imports from Canada. I am appearing here today on behalf ofthe Point Judith Fishermen's Cooperative and on behalf of the National Federa-tion of Fishermen. I am accompanied by Richard N. Sharood, counsel for theNational Federation of Fishermen.
The Point Judith Coop represents 60 fishing vessels, engaged primarily ingroundfish harvesting. Approximately 450 fishermen are employed on these ves-sels, Including the Coop members. The collective investment in members' vesselsexceeds four million dollars. The Coop provides supplies for the member vesselsand markets the catch. It employs 60 people and has extensive facilities, includ-Ing fish unloading, storage and processing facilities. I have been the presidentof the Coop for the past 25 years.I am also appearing here today as President of the Eastern Region of theNational Federation of Fishermen. The NFF is the only national fishermen'sorganization, and I have attached to my statement a list of the member organi-zations represented by the NFF. The members of the NFF are engaged in allmajor fisheries of the Atlantic and Pacific Coasts, which compete against Cana-dian imports in the U.S. market.
On April 18, 1977, the Treasury Department issued TD 77-107. This decisionfound that the Canadian government was paying subsidies within the meaningof the countervailing duty statute with respect to three categories of fish Im-ports. These were fresh whole flounders, frozen whole flounders, and fresh codfillets. At that time, the Treasury Department found that the principal formof subsidy being paid by the Canadian government consisted of the "GroundfishTemporary Assistance Program" whereby fishermen are paid two cents per poundfor groundfish landed In Canada and processors are paid varying rates, now sixcents per pound for frozen groundfish fillets exported to the United States. In acompanion decision TD77-108, Treasury waived the imposition of countervailingduties on these three categories of fish imports on the basis that the Canadiangovernment had terminated these payments to fishermen and processors. Treas-ury ruled that the direct poundage payments constituted 97 percent of the totalsubsidy program and that all other forms of assistance, including subsidies forthe construction of fishing vessels, constituted only three percent of the sub-sidy package available to the Canadian fishing Industry.In June 1977, a follow-up petition was filed with Treasury on behalf of theFishermen's Marketing Association of Seattle, Washington, seeking the imposi-tion of countervailing duties on a much broader range of fish Imports fromCanada. That petition resulted In the issuance of Treasury Decision 78-181,the subject of Senate Resolution 483 and this hearing. Treasury Decision 78-181reached substantially the same conclusions found in the earlier decision withthe minor exception that the direct poundage payments were found to constitute92 percent of the total subsidy package rather than 97 percent. As in the case of
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the 1977 decision, this latest ruling was followed Immediately by a waiver of
countervailing duties, TD 78-182.

On December 28, 1977, the -National Federation of Fishermen and the Point
Judith's Fishermen Cooperative filed a further countervailing duty petition
encompassing all of the fish Imports listed on the June petition from the Fisher-
men's Marketing Association and picking up an additional 14 categories of im-
ports not previously covered, including for the first time, lobsters and scallops. On
July 10, 1978, a notice of preliminary determination with respect to this petition
was published in the Federal Register. A final determination must be made not
later than December 30, 1978. A copy of the National Federation of Fishermen
petition together with the preliminary determination that appeared in the July
10 Federal Register is attached to my statement, and we ask that they be made
part of the hearing record.

The various petitions that I have just described reflect a growing concern on
the part of the American fishing industry over the impact of subsidized Canadian
fish products upon the ability of American fishermen to compete in their own
traditional markets. The Canadian subsidy program began in the early 1960s
with a determined effort on the part of the Canadian government to expand the
scallop fishery of Nova Scotia. In 1962, Canada exported 11.3 million pounds of
scallops to the United States, or 81 percent of the Canadian landings. That same
year, over 19 million pounds were landed in New Bedford by American fishermen.
By 1975, Canada was exporting 15 million pounds to the United States, while
the total domestic landings had dropped to less than 10 million pounds. In 1976,
the United States fishermen enjoyed an exceptionally good year, landing over 19
million pounds, still substantially below the 1961 record of 25 million pounds.
Again, however, in 1976, imports from Canada exceeded 20 million pounds. At
the present time, over 90 percent of the Canadian scallop production is exported
to the United States. The Canadian Fishing Vessel Assistance Program under
the Fisheries Development Act has fostered the construction of approximately
60 large offshore scallop boats. The subsidy consists of a 30 percent grant of the
cost of building a new vessel. There is absolutely no doubt that this fleet would
not exist but for the subsidy program. The Canadian government describes this
subsidy as a shipyard subsidy. The fact remains, however, that this program
places a vessel in the hands of a Canadian fishermen at 70 percent of cost,
regardless of the method of payment. The program which began in the Canadian
scallop fleet quickly spread to all other segments of the Canadian fishing industry.
The limitations on the vessel construction subsidies are minimal.

Following adoption of the vessel construction subsidy program, the Canadian
government adopted a series of direct suports for fishermen and fish processors
In the groundfish industry. Under the initial "Bridging Program" and the
"Groundfish Temporary Assistance Program", fishermen have been paid two
cents per pound. Although this subsidy has not been paid directly on exports
and is nominally limited to fish landed for consumption in Canada, for all practi-
cal purposes, the payment Is made for all fish whether consumed in Canada or
exported. Procesors in Canada have been paid supports ranging from two and a
half cents to eight cents on frozen groundfish fillets and blocks for export as
well as domestic consumption and on fresh fillets for domestic consumption only.
According to the Canadian government, total poundage payments to fishermen
and procesors through July 31, 1976 amounted to almost 40 million dollars. Dur-
ing the period 1973-1976 only, over 15 million dollars was paid or obligated under
the Fisheries Development Act for construction, modification or conversion of
fishing vessels. We do not have acurate cost estimates for these programs during
the last two years. We believe it is fair to state, however, that equivalent sums
have been spent during the past two years both in the area of vessels construction
subsidies and direct poundage payments.

The decline of the U.S. scallop fleet has its counterpart in the groundfish in-
dustry. In the case of fresh groundfish, importers are able to truck the subsidized
Canadian fish into the major American distribution points, for example, Boston,
and thereby depress the price of fish that might otherwise be paid to American
fishermen landing or delivering their product to Boston. The Department of Labor
in a series of recent rulings granting adjustment assistance to fishermen in the
Cape Cod area found that fish imports from Canada are being used to depress the
price of American harvested fish in the commercial markets. Massive quantities
of groundfish can be brought in to the New England area on almost a moment's
notice by truck from the Maritime Provinces of Canada.
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Similarly, in Oregon and Washington, groundfish from British Columbia can
oe trucked over the border to displace American harvested fish. We have talked
with a number of fishermen from the West Coast who have had the experience
of tying their boat up at a local processing plant, ready to offload their harvest,
only to be told that the piant cannot accommodate because they are full of fish,
trucked in from British Columbia.

For many years the Point Judith Coop operated a freezer facility which en-
abled the Coop to store a substantial quantity of groundfish fillets for release to
the market at the best possible price. In 1971, the Coop was compelled to give up
the freezer plant since it could not compete with frozen groundfish from Canada.
As a result of this, the Coop and virtually the entire domestic groundfish industry
is compelled to sell to the fresh fish market only. We have no capability to build
up an inventory and to market our product in the most orderly manner possible.
We are totally at the whim of the fresh fish market where price fluctuations occur
daily and can be extremely volatile. Under these circumstances, an American
fisherman has no alternative but to sell his catch for whatever it will bring the
day he enters port. The alternative Is to throw the fish overboard. If Canadian
groundfish was entering the United States at a realistic price based upon the
actual cost of production. Point Judith and other fishing organizations could
reenter the frozen groundfish market. Our competitive position would be sub-
stantially enhanced and needless to say, we would no longer be at the mercy of
Ilie daily price quotations in the fresh fish markets.

Imposing a reasonable maTket price on imports of fish from Canada will not,
and I want to emphasize, will not close off the American market to Canadian fish.
It is unfortunately true that the American fishing industry, for a variety of
reasons, largely beyond the-control of the fishermen, cannot supply the tremen-
dous demand for fish which exists today in the United States. It is, however, a
growing market. All we ask is that American fishermen have the opportunity to
share in this growth. If imports from whatever source are allowed to enter at
governmentally subsidized prices, American fishermen will never be able to
participate meaningfully in the growth of this market.

We take strong exception to the Treasury Department's waiver of counter-
vailing duties as announced on June 13. In the first place, it was based upon a
promise by the Canadian government to phase out direct supports over a period
of time, ostensibly ending in October. We find nothing in the Trade Act of 1974
or its legislative history that indicates Congress intended the Treasury Depart-
ment to grant waivers based upon prospective steps to eliminate subsidies. The
Federal Register notice which appeared on June 16, 1978 announcing this waiver
states in part that adequate steps have been taken to reduce substantially or
eliminate "during such period" the adverse effect of the Canadian subsidies.
The notice points out that Section 303(d) of the 1930 Tariff Act as amended
authorizes the Secretary of the Treasury to waive countervailing duties during
a four-year period, beginning with the date of enactment of the Trade Act of 1974.
The phrase "during such period" in the notice refers to that four-year period. If
this were a correct interpretation of the Trade Act of 1974, then Treasury could
have granted a waiver with respect to a given commodity the day after enact-
ment of that Act, based on a promise to eliminate the subsidy almost four years
hence. Clearly this Is not what Congress intended. We believe thnt Congress
intended that the waiver be based upon actual reduction or elimination of the
subsidy prior to or contemporaneous with the granting of the waiver.

In this regard, the Finance Committee report on H.R. 10710, the 1974/ Trade
Act legislation, stated In discussing the waiver authority, "It should be em-
phasized that, under the Committee amendment, either the bounty or grant or
its adverse effect must be eliminated (or substantially reduced) before the Sec-
retary would have authority to waive the imposition of a countervailing duty
order during trade negotiations."

In this same vein, the House report on H.R. 10710 stated, "If the bounty or
grant, or any portion thereof, remains in effect, the Secretary of the Treasury
is required to Issue a final countervailing duty over order * * *."

We do not believe that there has been such a substantial reduction in the
Canadian fishing industry subsidy to warrant the waiver that has been granted.
This is particularly true in light of the fact that the Canadian government knew
Its subsidy program was subject to a countervailing duty In April 1977, at the
time of the first Treasury decision. The June 1977 petition put the Canadian
government on notice that within one year the majority of fish imports from
Canada would be subject to countervailing duties. Yet the Canadian government
continued its program unabated up to the deadline for the issuance of the second
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final determination on June 18, 1978. Under these circumstances we are appalled
that the Treasury Department would issue a further waiver.

Three conditions must be met in order for the Secretary to waive the imposi-
tion of countervailing duties. In addition to a substantial reduction or elimina-
tion of the foreign subsidies, the Secretary of the Treasury must also find that
there is a reasonable prospect that successful trade agreements will be entered
into with foreign countries providing for the reduction or elimination of non-
tariff barriers and that the imposition of countervailing duties would be likely
to seriously Jeopardize the satisfactory completion of such negotiations.

We are not privy to the consultations which took place between the Depart-
ments of State and Commerce and the Office of the Special Representative for
Trade Negotiations which led to the decision to waive countervailing duties in
this case. However, based upon the published statements of the Special Repre-
sentative during the past several weeks, we find it extremely difficult to believe
that the imposition of countervailing duties on Canadian fish could in any signifi-
cant way have further Jeopardized the apparently already tenuous state of the
negotiations now going on in Geneva. Informally we have been advised by repre-
sentatives of the Administration that Canada Is considered our ally and partner
in the Geneva negotiations and that it was felt that a failure to waive counter-
vailing duties would Jeopardize the Canadian support for our position. While
these statements may well be true, it does not appear that the Canadian support
of the United States is bearing much fruit. It seems to us that the fishing industry
of the United States is being asked to bear a very large burden in return for
Canada's support in Geneva.

In commenting upon these various grounds for waiver, the Finance Committee
report on H.R. 10710 stated, "Under the Committee bill, all three conditions must
be met before the Secretary could waive the application of the countervailing
duty. Under the Committee amendment, this temporary discretion in the applica-
tion of the countervailing duty law could not be abused during the negotiations,
since all three conditions would have to be met before such discretion could be
exercised. The Committee believes this provision would be used sparingly since
foreign countries should be encouraged to eliminate the bounty or grant during
the six month period following a positive preliminary determination and before
the twelve month period or a final determination."

It is our position that the waiver authority has indeed been abused. In this
Instance the three conditions have not been met. The findings by the Secretary
of the Treasury with respect to elimination of the subsidies allow footdragging
In the extreme on the part of Canada, and in so far as the multilateral trade
negotiations are concerned, the impact of the imposition of countervailing duties
is highly questionable.

Beyond the question of whether a waiver should have been granted in this
case, we are seriously concerned over the manner which the Treasury Depart-
ment has computed the extent of the Canadian subsidies. As indicated previously,
Treasury first ruled that direct subsidies in the form of poundage payments to
fishermen and processors constituted 97 percent of the total subsidy package. On
June 13, 1978, Treasury ruled that direct subsidies constituted 92 percent of the
total subsidy package. In terms of duties, the direct subsidies were translated into
nine percent ad valorem, consisting of five percent for the grants to processors
and four percent for the grants to fishermen. It is the position of the National
Federation of Fishermen that indirect subsidies to the Canadian fishing industry
at least equal the direct support payments in terms of their impact upon the
competitive position of the Canadian fishery products entering the United States
market, and not the three to eight percent found by Treasury. At least fifteen
different categories of indirect supports are available to the Canadian fishing
industry funded by the federal Government or by the provinces. The principal
form of support in this area is the vessel construction and conversion subsidy
equal to 30 percent of cost. Treasury has minimized the impact of these con-
struction and conversion subsidies by prorating them over the useful life of the
fishing vessel in equal annual increments.

Thus if a fishing vessel has a depreciable life of 15 years, Treasury takes one-
fifteenth of the construction and conversion subsidies as a countervailable
amount in any given year. This totally Ignores the fact that but for the subsidy,
the fishing vessel would not exist. The treatment of subsidized capital assets by
Treasury is highly questionable. It renders the countervailing duty statute mean-
ingless unless the foreign government is paying direct bounties on exported
commodities such as the poundage payments to fishermen and processors. The
amortization of a subsidized capital asset over the useful life of the asset in the

34-705 0 - 78 - 3
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manner Treasury has adopted means that massive subsidies for plant and equip-
ment directly related to the export business can only be translated into counter-
vailing duties that amount to a fraction of a percent ad valorem. We do not think
this is what Congress intended when it strengthened the countervailing duty
statute in 1974.

The relative importance of indirect subsidies to the Canadian fishing industry
cannot be underestimated. In addition to the 30 percent grants for vessel con-
struction, the Canadian Government also provides low cost fishing vessel insur-
ance, one of the most expensive items in the operation of a fishing vessel in the
United States; 50 percent grants for the installation of ice making and improved
offloading facilities; incentives for exploratory fishing operations; direct pur-
chase of fish to sustain price levels if necessary; deficiency payments in cases
where substantial declines occur in market prices; grants for the construction,
expansion or upgrading of processing and storage facilities; cost sharing in fishery
development projects with the provincial governments; forgiveable loans for
technically innovative investments, loan guarantees of up to 50-thousand dollars
for equipment and gear, rebate on the federal excise tax on diesel fuel for fishing
vessels, and supplemental income for self-employed fishermen under the unem-
ployment insurance program. In addition, various provinces provide loans, grants
and various other forms of subsidy. We do not believe that the Treasury Depart-
ment has made a thorough analysis of the indirect supports available to the
Canadian fishing industry. They have simply been written off as de minimus.

These supports are so inconsequential that they enabled the Canadian fishing
industry to supplant the American fishing industry in the Georges Bank Scallop
Fishery, which I have previously cited. The Canadian Government has never paid
direct supports to fishermen or processors in the scallop industry and yet with
only the 30 percent construction grants for the vessels and the various other
forms of indirect support, the Canadian fishing industry was able to become the
dominant supplier of scallops to the American market in a period of about 10
years. To a lesser but very significant degree, these same indirect supports have
made it possible for the Canadian fishing industry to become the dominant
supplier of groundfish in the American market. The significance of indirect sub-
sidies takes on even greater meaning when one considers the fact that on .Tanuary
4, 1979, the waiver authority will terminate. After that date, Treasury will be
compelled to impose a countervailing duty with respect to the indirect subsidies
that it has already found to be bounties or grants within the meaning of the
countervailing duty statute. Under the theory now espoused by the Treasury
Department, however, that countervailing duty will amount to less than one
percent ad valorem.

We respectfully urge the Committee to instruct the Treasury Department to
conduct a thorough review of the indirect subsidies to the Canadian fishing in-
dustry, with a view toward imposing meaningful countervailing duties. We be-
lieve, for example, that in the case of a subsidized capital asset, such as the 30
percent grants for fishing vessel construction or conversion, the full amount of
that subsidy should be taken into account in the year in which those grants are
made. The countervailing duty should then be reduced year by year to reflect the
depreciation of the asset. In the case of a fishing vessel with a depreciable life of
15 years, the countervailing duty would then he reduced one-fifteenth the second
year, two-fifteenths the third year, and so on. In no other manner can the impact
of a subsidized capital asset be effectively countered. The method now employed
by Treasury spreads the countervailable subsidy over the useful life of the asset
in equal increments as though, in the case of a fishing boat, only one-fifteenth of
the subsidy were given in any year. This files in the face of reality and grossly
distorts the effect of these subsidies.

In conclusion, Mr. Chairman, we urge the Committee to report favorably
Senate Resolutfon 483. disapproving the waiver of comntervailing duties on fish
imports from Canada. We hope that this Resolution will be acted upon favorably
by the Senate. Further we urge the Committee in its report on Senate Resolu,
tion 483 to make it abundantly clear to the Treasury Department that it does not
agree with Treasury's estimate of the impact of indirect subsidies, particularly
with respect to grants for the purchase of capital assets below cost. We hope
that the Committee will direct the Treasury Department to adopt a method of
computing ttis form of subsidy that will be meaningful and will give effect to
the countervailing duty statute.

We greatly appreciate the attention which you and your colleagues have given
to this matter.
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THOMAS D. WILCOX. P. C.
ATONI3Y" AT tAW

T"CKA o. WILCOX 030 WIHTNENTH STREET. -. W.- WASHNOTON. 0. C. 0004

RNAI<, J N. SKARO O SOa 206-8150.261

December 28, 1977

Duty Assessment Division
U.S. Customs Service
Treasury Department
Vashington, D. C. 20229

Re: Petition for I=position of
Coumtervailing Duties on Fish
LIports from Canada

Gentlemen:

Pursuant to Sec. 303, Tariff Act of 1930, as amended,
19 U.S.C. 1303, the National Federation of Fishermen and
tha Point Judith Fishermen's Cooperative Ass'n Inc.,
Narragansett, Rhode Island, which represent U.S. citizens
engaged in the harvesting of fish from the territorial
sea and fishery conservation zone of the United States
hereby petition for the imposition of countervailing
duties on certain fish and fish products imported from
Canada.

Petitioner, National Federation of Fishermen, is a
trade association incorporated in ther-District of Columbia
whose regular membership consists of local fishermen's
cooperatives and fishing vessel owner associations, regional
fishing vessel owner associations, with individual fishing
vessel owners as associate members. Member organizations
and associated fishermen are engaged in all malor fisheries
of the Atlantic and Pacific coasts which compete against
Canadian imorts for the U.S. market.

Petitioner, Point Judith Fisherman's Cooperative
represents 150 member fishermen who own 56 vessels engaged
in groundfish harvesting and 6 vessels engaged in lobstering.
Approximately 450 fishermen are employed on these vessels
including the coop members. The collective investment in
members' vessels exceeds $4 million. The assets of the coop
are currently valued at $L,280,000. The petitioner is a
regular member of the National Federation of Ftshermen.
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Petitioners believe that the Government of Canada is
granting benefits to Canadian fishermen and fish processors
which are export bounties or grants on the production and
export of certain fish and fish products to the United
States within the meaning of Sec. 303 and that, appropriate
countervailing duties should be imposed to protect domestic
fishermen.

Fish and fish products with respect to which countervailing
duties should be imposed pursuant to this petition are
classified under the following items of the Tariff Schedules
of the United States, annotated.

Dutiable Ttams - Fin Fish
.TSUS Product Description

110.35-50
110.35-55110.-35-601"'
110.3-5-65,'-
110.35-70
110.35-75
110.50-25
110.50-30
110.50-45
110. 0-50
110.50-65
110.50r70
110.55-20
110.55-45--
110.55-50
110.55-65
110.55-70

Atlantic Ocean Perch, whole, fresh or chilled
Atlantic Ocean Perch, whole, frozen
Flounders, whole, fresh or chilled
Flounders, whole, frozen
Fish other, whole, fresh or chilled
Fish other, whole, frozen
Atlantic Ocean Perch, Fillets, fresh or chilled
Atlantic Ocean Perch, Fillets, frozen
Cod Fillets, fresh or chilled
Cod Fillets, frozen
Cusk, Haddock, Hake & Pollock Fillets, fresh or chills
Cusk, Haddock, Hake & Pollock Fillets, frozen
Atlantic Ocean Perch, fresh, chilled or frozen
Cod Fillets, fresh or chilled
Cod Fillets, frozen
Cusk, Haddock, Pollock Fillets, fresh or chilled
Cusk, Haddock, Pollock Fillets, frozen

Nondutiable rtems - Fin Fish

1.10.15-85
Uo. 0L5-89
110.15-93
110.15-97
110.47-10
110.47-26
110,47-30
110.47-55
110.47-60
110.47-65
110.70-33
110.70-39

Cod, whole, fresh or chilled
Cod, whole, frozen
Cusk, Haddock, Hake & Pollock. whole, fresh or chilled
Cusk, Haddock, Hake & Pollock, frozen
Cod, blocks
Flat fish, blocks
Haddock, blocks
Whiting, blocks
Atlantic Ocean Perch, blocks
Other fish, blocks
Flat fish, filleted, fresh or chilled
Flat fish, filleted, frozen
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Nondutiable Items - Shellfish

114.45-20 American Lobster, Live
114.45-37 Scallops

The above tariff items represent fish and fish products
harvested, processed and sold in the United States by
fishermen, members of the petitioner organizations.

In order to impose countervailing duties pursuant to Sec.
303, the Treasury Department must first determine that Canada
and/or its provinces or other political subdivisions of
government are paying or bestowing "directly or indirectly,
any bounty or grant upon the manufacture or production or
export of any article." [Sec. 303(a)(1)]

This investigation must, therefore, look beyond federal
programs in support of the Canadian fishing industry and
eyond the most obvious support, namely direct poundage

payments. The countervailing duties must equal the net
amountr of such bounty or grant "however the same be paid or
bestowed."

tn-the case of nondutiable items only, there must be a
further finding by the International Trade Commission pursuant -
to Sec. 303(b) that a domestic industry is being or is likely
to be injured, or is prevented from being established by
reason of the importation of the item.

This petition will, therefore, address the question of
Canadian bounties on dutiable and nondutiable fish as well as
the question of damage to the American fishing industry
preliminary to the International Trade Commission investigation.

However, this petition will first address the question of
temporary suspension of countervailing duties pursuant to .--
Sec. 303(d) with particular reference to T.D. 77-108 published
April 13, 1977, since the Treasury has already found that
Canada bestows both direct and indirect bounties on certain
fish exported to the United States.

The findings of T.D. 77-107 also published April 13, 1977
apply equally to all items listed in this petition; however,
the basis upon which countervailing duties were suspended
pursuant to T.D. 77-108 indicates certain fundamental
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misconceptions regarding the nature of the Canadian -subsidy
program which must be clarified before discussing the current
subsidies and Che damage issue.

ANALYSIS OF T.D. 77-108 - WAIVER OF COUNTERVAILING DUTIES -
CERTAIN FISH FROM CANA

In T.D. 77-107 Countervailing Duties - Certain Fish From
Canada, the Treasury Department determined that the Canadian
Futor grant consisted of the "Groundfish Temporary
Assistance Program" and financial assistance programs for the
construction of fishing vessels built and registered in Canada.
This investigation covered tariff items 110.35-60, 110.35-65
and L10.55-45.

Imposition of countervailing duties was waived by T.D.
77-108 on the grounds that the Canadian Government had suspended
the "Groundfish Temporary Assistance Program" with respect to
the fish under investigation effective January 1, 1977. There
has in fact been no such suspension of assistance to Canadian
fishermen or processor-exporters.

With respect to fresh and frozen whole flounders, items
110.35-60 and 110.35-65, the Groundfish Temporary Assistance
Program payments to fishermen were never based upon the export
of such fish, but rather upon the landing thereof in Canada.
Whether the fish is consumed in Canada or ultimately exported
to the United States is not relevant to payment under the
program since it cannot be determined whether the fish on which
the payment is made is consumed domestically or exported. If
the Canadian Government has discontinued such payments to
fishermen with respect to exports it has apparently devised
some means of tracing specific fish through the chain of
ownership from fisherman to exporter. Title to the fish may
change three or more times before export and, of course, the
fish are for all practical purposes fungible coamodities within
a given species.

With respect to bounties paid to processors on fresh cod
fillets, tariff item 110.55-45, the program has never paid
a direct subsidy on exports. Nevertheless, subsidies are
paid on frozen fillets and blocks exported to the United States
and on fresh fillets sold in Canada. Since the same processors-
dealers sell in Canada and to the United States, either directly
or through subsidiary or affiliated companies, the domestic
subsidy is in effect a subsidy to the processors-dealers' entire
operation. For example, if 80% of a dealer's business is in



35

export to the United States, 80% by dollar value of the
domestic subsidy should be construed as being an export
bounty. Similarly, the export bounty paid on frozen fillets
and blocks to the same exporters of fresh cod fillets
subsidizes their entire export operation.

It is sheer sophistry to argue that a domestic subsidy to
an industry primarily engaged in exporting does not constitute
an export bounty within the meaning of the Tariff Act. Further,
an export bounty on the frozen or filleted product enables
the exporter to sell its entire range of products in the United
States at an overall lower price, or to selectively lower prices
to meet prevailing U.S. market conditions.

Therefore, with respect to the question of what export
bounties within the meaning of Sec. 303, if any, the Canadian
Government terminated on January 1, 1977, petitioners believe
that the Treasury Department was deliberately misinformed and
thereby misled by the Government of Canada. Petitioners believe
that the basis for waiver action as set forth in T.D. 77-108
did not in fact exist and that the Secretary must therefore
impose countervailing duties with respect to tariff items
110:35-60, 110.35-65 and 110.55-45, pursuant to Sec. 303 (d)(3)
which states in part "...any determination made...shall be
revoked whenever the basis supporting such determination no
longer exists."

The Treasury Department also misconstrued the relative
importance of the Groundfish Temporary Assistance Program
payments to fishermen and processors in relation to indirect
subsidies in the form of vessel construction and conversion
assistance grants and loans as well as assistance for the
construction and operation of freezer plants and fish handling
facilities. These indirect supports to the price of fish
exported to the United States are long standing and pervasive
at the federal and provincial level.

Petitioners strongly disagree with the conclusion stated
in T.D. 77-108 that the Groundfish Temporary Assistance Program
constituted 977 of the bounties or grants on those fish exports
under inquiry. It was at the time of the investigation at
most one half to two thirds of the total subsidy package to
fishermen and processors.

In support of this position, petitioners submit herewith
University of Rhode Island Agricultural Experiment Station
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Contribution No. 1738, issued by the Department of Resource
Economics, U.R.I., Kingston, Rhode Island 02881. We ask that
this document be made a part hereof.

The final implication of T.D. 77-108 with respect to this
petition concerns the extent of relief to be granted domestic
fishermen in terms of the period in which a countervailing duty
will be imposed to offset the impact of indirect subsidies.

Construction-conversion loans and grants to fishermen and
similar assistance for processors' handling and freezing
facilities has given Canadian fishermen and processors a
long term cometitive advantage over American fishermen in
the U.S. market. This persistent form of bounty has led to
the virtual disappearance of several segments of the U.S.
fishing industry as will be shown belov.

The conclusions embodied in T.D. 77-108 appear to ignore
totally this persistent impact, on the erroneous deduction that
direct poundage bounties constituted 97% of the total bounty.
. Sic. 303(a) requires that countervailing duties equal the

net amount of any bounty "however the same be paid or bestowed."

In order to suspend the imposition of countervailing duties
pursuant to Sec. 303(d) the Secretary must find that adequate
steps have been taken to reduce substantially or eliminate the
adverse effect of a bounty.

As the U.R.I. paper clearly indicated direct poundage
payments, while easily quantifiable, are only the tip of the
iceberg. The Temporary Groundfish Assistance Program
accounted for two thirds of the total federal subsidy based
upon the payment levels prevailing at the time of this study
which corresponds to the time frame of the investigation leading
to T.D. 77-107. The U.R.I. researchers did not attempt to
quantify the impact of provincial support programs which we
believe, if included, would have reduced the rates of direct
vs. indirect supports to"50-50. Even if direct supports are
totally eliminated for both domestic and export production of
groundfi:sh, indirect subsidies as described above must be
dealt with.

It is the vies of petitioners that the level and duration
of countervailing duties to be imposed pursuant to T.D. 77-107,
and pursuant to this petition with respect to items not covered
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by T.D. 77-107, must be sufficient to reflect the long term
impact of such subsidized capital investments.

Petitioners have taken exception to and discussed at such
length the implications of T.D. 77-108 in anticipation of
future Canadian assurances that .poundage subsidies have been
terminated or severely cut back. As will be shown below,
indirect subsidies are rising and have now assumed even greater
significance - ominous significance for the U.S. fishing industry.

THE CANADIAN SUBSIDY PRCOG'.A,( SlTCE APPM 1977

One week following the decision in T.D. 77-108 on April 20,
1977, the Canadian Government announced its 1977-78 fisheries
support program. A copy of the government announcement is
attached hereto and we ask that it be considered a part hereof.

This $41 million program is directed primarily toward the
Atlantic Grodfish industry and supplements over $130 million of
emergency aid granted since 1974.

Ti 1977-78 program covers four aspects of the fishing
industry: fish quality (handling, packing, icing, freezing),
fishing grounds (transfer of effort outside Gulf of St. Lawrence,
research), vessels (conversion subsidies), and marketing
(underutilized species, conditional grants to processors, direct
supports to groundfishermen).

This policy, while continuing the Groundfish Temporary
Assistance Program to processors and harvesters, stresses long
term rebuilding and enhancement of the industry through increased
emphasis on product quality, new fisheries and vessel financing.

Perhaps conscious of the publication of T.D. 77-108, the
release states with respect to groundfish payments - "As before,
there will be no such payments on fresh fish for export." On
the one hand, Canada assures our government that such payments
were terminated, and on the other acknowledges there never were
any payments on exports per se. Again we ask how the Canadian
Government traces a fresh fish from ship's hold to market. The
fisherman does not know whether he is landing fish for consumption
in Canada or for ultimate export.

I A Toronto Globe article of April 21, 1977, attached hereto,
amplifies upon tMe official release indicating that large trawlers
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will receive 2 4 per pound direct payments for fish harvested
outside the Gulf of St. Lawrence. With respect to processors,
conditional grants for exported frozen groundfish fillets and
blocks will continue.

Each form of assistance described in this release constitutes
an export bounty within the meaning of the Tariff Act of 1930,
whether or not a direct payment for fish landed or exported
and without regard to any alleged restriction with respect to
exports.

More recently, on November 28, .1977, the Honorable Romeo
Leblanc, Minister of Fisheries and the Environment delivered a
comprehensive speech in Yarmouth, Nova Scotia describing in
great detail the underlying philosophy and methodology of the
Canadian fisheries program. A copy of the official text of this
speech is attached hereto and we ask that it be considered a
part hereof.

The following direct quotations from Mr. Leblanc's statement
are particularly relevant to this petition:

" We are still paying most fishermen 2 4 a pound extra
in groundfish they bring in, so they can afford to go
fishing." (Page 2.)

" But in Atlantic fisheries, Canadians have never built a
stable industry. The reasons are many: ..... the dependence
on one main market, the American ..... " (Page 3.)

t Other strategies are too many to number. They represent
a large-scale effort to coordinate the operations of what
had been a disconnected, laissez-faire industry." (Page 7.)

" We reinstituted a national program that gives indust-y
up to 50 percent of the cost of ice-making equipment " (Page 8.)

In the Maritimes and Quebec, we are equipping nine
communities ..... with demonstration systems including boat
gear and new buildings... ." (Page 8.)

" This year we introduced a fishing plan for the Atlantic
groundfish fleet . We provided incentives for the
trawlers to open up cod and other fisheries.." (Pages S-9.)
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" With federal government encouragement, major producers
in the groundfish industry have now come forward' vith a
plan for a new degree of cooperative effort: not yet
one-desk selling, but more mutual aid in market intelligence,
promotion and in some overseas markets, the selling itself"
(Page 10.)
" 'e do no't intend to leot our competitors enjoy alone
the advantages of market coordination. If industry does
not coordinate itself effectively, we will intervene" (Page 10)
" But ae stand to become the Number I fish exporting nation
in the future - " (Page 11.)
1 ... we provided cash, and the government of Nova Scotia
provided good credit terms, to help fishermen buy nine
vessels owned by fish-meal processors. This purchase
assisted the conversion of the fleet from low-value fish
meal to higher value food production..." (Page 12.)

" This evaluation introduces what I might call Phase It
of our rebuilding of the Atlantic fisheries, as we move
from recovery to development." (Page 15.)
I The biggest growth will be in the yield of groundfish,
such as cod and flatfishes" (Page 16.)

The Canadian fisheries program, with particular emphasis on
the Atlantic groundfish, hearing and scallop fisheries over a
period of several decades shows not sign of reaching a conclusion..
Indeed, as demonstrated by the 1977-78 program and Mr. Leblanc's
reLaks, the program is continually gaining momentum and
sophistication. Canada clearly intends to become the dominant
supplier to the United States market and will impose federal
marketing controls to achieve such dominance if comnerLal
efforts fail to achieve the desired rate of growth.

The U.S. fishing industry is confronted by a concerted
government sponsored effort to drive it off the sea in order
to enhance the economy of the Maritimes. This is a classic
e1ample of exporting a chronic domestic economic problem.

In this respect the submission to the United States Embassy,
Ottawa, by the Department of External Affairs dated September
15, 1976 in the T.D. 77-107 investigation describes in great
detail the economic conditions of the Maritimes which are the
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root cause of the fishery export-subsidy program. We
request that this letter and its attachments be made a part
of the record In this proceeding.

As indicated previously, the emphasis of the Canadian subsidy
program is shifting away from the direct emergency payments
toward building up the fishing industry infrastructure to the
point where it will be able, with government coordinated
marketing, to sell in the United States without direct support:
subsidizing the capital cost of vessels, new fisheries,
handling, icing, freezing and marketing.

This investigation must quantify such subsidies and lead to
the imposition of countervailing duties of sufficient magnitude
and duration to neutralize their impact on the American fisherman.

DUTIABLE tTD(S NOT COVERED BY T.D. 77-107 AID T.D. 77-108

rn this category we are concerned primarily with fresh or
frozen whole (bled and gutted) Atlantic Ocean perch and flounders
and fresh or frozen filleted groundfish including cod but
excluding flounders:

The complete lack of rhyme or reason to the tariff schedules
becomes immediately apparent and complicates the process of
analyzing the Canadian subsidy program, since the Canadiangovernment has not chosen to pay its subsidies along the. same
logical lines.

While the basic conclusions of T.D. 77-107 apply equally to
all categories of dutiable fish imports from Canada, it Ls
essential that the Treasury Department clearly understand how
the Canadian subsidies relate to specific tariff items.

Classification 110.35 (sub 50 + 55 - 60 + 65 - 70 + 75):
WhoLe Perc, F1ounder, Other, 'resh and Frozen

Fisherman receive poundage payments, under the Groundfish
Temporary Assistance Program, currently 2 ,. ostensibly not
paid on exports, but there are 10,000 Atlantic groundfish vessels
independently owned and it is impossible to determine whether
any specific catch is landed for domestic consumption or e.port.
Presumably, if the product is gutted and bled, payment is made
.up to 1975 Landing level by species.

Processors - not applicable.
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According to Department of External Affairs latter of
September 15, 1976 to U.S. Embassy Ottawa, payments 'to
fishermen from MaY 1, 1975 through July 31, 1976 under the
earlier Bridging Program and the Groundfish Temporary Assistance
Program totaled $22, 689,335. Total payments for 1977-78
appropriation through March 1978 cannot be anticipated but
should equal or exceed 1976-77 payments, since 1976-77 production
levels are not likely to be met. Therefore, support payments
will not cut off as early as last year.

Classification 11G.50 (sub 25 + 37, 45 + 50r 65+ 70) and
IU.55 '(sub ZU, 45 + 5U, 5 + /0): Ferch, Cod, Cusk,
&addocK, ake, PoiLock, FIlets, Fresh and Frozen

Fishermen - not applicable.

Processors, both under the B;idging Program and the Grovndfish
-Temporar7 Assistance Program, receive poundage payments on frozen
fillets for export as well as domestic consumption, and fresh
fillet for domestic consumption. Rates of payment have varied
from 2 1/2 A to 8 A and now 6 4 per pound. Total payments as
reported by the Canadian government include blocks and it is
therefore not possible to break out the amount attributable to.
fillets. Total parents on fillets and blocks amounted to
$17,601,918 through July 1976.

Since the same exporters of frozen fillets market frozen
and fresh fillets for consumption in Canada, petitioners believe
the entire subsidy to be an export bounty within the provisions
of tbha Tariff Act, 1930 as discussed in detail with respect to
T.D. 77-108.

Tndirect subsidies including federal and provincial vessel
construction and conversion grants, loans and guarantees as well
as similar assistance for shore based processing, freezing and
marketing facilities account for a large share of the total
subsidy package available to Canadian fishermen and processors.

The federal programs are described in detail in the various
attachments hereto and in the supporting attachments to the
Canadian government letter of September 15, 1974 to the U.S.
Embassy Ottawa, a part of the record in T.D. 77-107.

Very little analysis of the provincial subsidies has been
performed to date. Clearly, the Treasury Department failed to
take them into account in T.D. 77-107 and T.D. 77-108, as well as
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underestimating the relative and growing importance of federal
assistance in this area. Petitioners believe that federal and
provincial indirect subsidies account for at least 50 percent
of tha total package at this time and will grow rapidly in
relation to direct poundage payments in the future.

The level of dutiable iorts of 110.35 category groundfish
has risen by 50 percent in 10 wears from 2,498,000 lbs. in 1968
to 3,766,000 lbs. in 1976. The level of 110.50 and 110.55
category groundfish imports from Canada has remained relatively
constant over this ten year period at around 92 million pounds
per year. As of June 30, 1977 fillet imports from Canada were
running at an annual rate of over 100 million pounds. Canada
is the largest single exporter of groundfish fillets to the
United States supplying between 35 and 40 percent of the 228
million pounds in 1976. By contrast, U.S. production of groundfish
in the 1i0.50 and 110.55 categories was about 45,300;000 lbs. in
1976. Domestic production in these categories has declined from
43% of U.S. supply to 16.6% between 1967 and 1976. In absolute
terms U.S. production has declined from 71 to 45 million pounds
during this period. By contrast U.S. production in 1951 was
205 million pounds.

It should be noted that Canadian fishermen were confron:ed
during this same tan year period with massive foreign overfishing
of the groundfish stocks leading to severe restrictions on
harvesting. These conditions lead to the drastic loss in U.S.
harvest and yet the Canadians were able to maintain and in some
respecteven increase exports to the United States. Clearly, the
Canadian subsidy program is responsible for this anomaly.

Under these circumstances it is obvious that the Canadian
groundfish industry subsidies have enabled the Canadian industry
to achieve a dominant posLtion in the American market which will
not be altered merely by the elimination of direct poundage payments
so long as the Canadian government is engaged in a massive program
of indirect support which has the effect of substantially reducing
capital costs in the industry.

Petitioners believe the foregoing description of Canadian
subsidies together with detailed supporting attachments provide a
clear-cut case for the imposition o countervailing duties on all
110.35, 110.50 and 110.55 category imports.
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N0WDUT ABLE 11-ORTS - FInTSH

Three tariff classifications 110.15, 110.47 and 110.70
fall within this category.

tem 110.15 (sub 85 + 89, 93 + 97) fresh and frozen whole
cod, cusk, haddock, hake and pollock and Item 110.70 (sub 33, 39,
40, 60) fresh and frozen flatfish fillets are identical for all
purposes to the corresponding dutiable classifications, 110.35
and 110.50 + 110.55 respectively, from the standpoint of the
Canadian subsidy programs discussed above. The various Canadian
subsidies do not, of course, distinguish between various species
along the lines of our tariff classifications.

Specifically, the Groundfish Bridging Program, the Groundfish
Temporary Assistance Program, the Fishing Vessel Assistance Program,
and all applicable new forms of assistance as described in the
1977-78 programs (April 20, 1977 release and Leblanc speech,
attached hereto)and provincial assistance (URI paper attached hereto)
have been or are now available to fishermen and processors of
110.15 and 110.70 category products.

As indicated above, petitioners believe chat direct subsidies
paid to fishermen and processors for domestically consumed fish
are in reality export subsidies when spread over their entire
catch and production. Further, petitioners believe that direct
supports to fishermen are paid on all landings although not
officially available for exports.

Similarly, !roundfish blocks, tariff classification 110.47
(sub 10, 26, 30, 40, 55, 60 and 65) produced from gutted and bled
(all) fish of the varieties described in 110.47 benefit from the
same assistance program to fishermen and processors. Processor
payments under the Groundfish Temporary Assistance Program are
specifically for exported blocks as is the case with frozen fillets
previously discussed.

Petitioners therefore conclude that the Treasury Department
must find that the Canadian government is paying export bounties
within the meaning of Sec. 303, Tariff Act of 1930, as amended
with. respect to 110.15, 110.47 and 110.70 category products.
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INJURY TO DOMESTIC IrDUSTRY - IONDUTAEE D0RTS OF FI:XrIsH

While Sec. 303(b) does not req uire the Secretar7 of the
Treasury to make any preliminary finding of injury to domestic
producers in conjunction with a final determination under Sec. 303(a)
petitioners believe it will be helpful to the Treasury Department
to set forth certain facts which clearly establish injury as
defined in Sec. 303(b)(A).

Imports of Canadian groundfish in the 110.15 classification rose
from 4.2 million pounds in 1958 to 11.6 million pounds in 1976
and are primarily fresh cod (110.15-85) and haddock (110.15-93).
Cod and haddock are two of the three (the third, Yellowtail Flounder)
primary stocks fished by the members of petitioner, Point Judith
Fishermen's Cooperative. En addition to fresh whole cod and
haddock, Canada exported 38 million pounds of fresh and frozen cod
and haddock fillets to the United States in 1976 under tariff
classification 110.55.

Pursuant to the Fishery Conservation and Management Act of 1976,
Public Law 94-265, the New England Regional Fishery Management
Council.has adopted a Management Plan for the Northeast Atlantic
groundfish fisheries published at 42 F.R. 13998 together'with
implementing regulations for cod, haddock and yellowtail flounder.
This plan governs the taking of cod and haddock within the United
States Fishery Conservation Zone where the entire harvest of these
stocks-by petitioners' members is conducted.

The plan allows a directed cod fishery for 55.1 million
pounds and a harvest of 13.7 million pounds of haddock as a non-
direct by-catch only. The regulations impose severe restrictions
on the amount of these stocks which can be landed in any single trip.

Subsequent emergency regulations for the closing period of the
1977 fishing season altered the above catch quotas and landing
restrictions but not their fundamental impact on the U.S. fishing
industry.

Accordingly, U.S. fishermen are limited by federal regulation
to a total catch of Atlantic cod and haddock of approximately 68
million pounds which will in all likelihood be reduced in 1978.
Canadian imports of whole and filleted cod and haddock, as indicated
above, amounted to 49.6 million pounds in 1976, equal to 74 percent
of domestic landings under the federal quotas. Through September
1977 Canadian imports were at an annual rate of over 55 million
pounds or 80% of allowable domestic landings.
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While Canadian haddock stocks are depleted and imports
are not likely to increase dramatically beyond current levels,
the Canadian government is actively supporting the cod fleet
and encouraging the opening of new fishing grounds (page 4,
April 20, 1977 release, also Leblanc speech pages 7-8).

Point Judith.fishermen are confronted on the one hand by
severe U.S. quotas and landin-g restrictions and on the other
hand by Canadian imports equal to 80 percent of U.S. landings
which are entering the United States at wholesale prices as
Low as the U.S. industry cost of production. These Canadian
imports have completely displaced fresh cod from Point Judith
in the Boston market, forcing Point Judith to sell entirely
to the New York market and beyond.

Point Judith fishermen have no opportunity to increase
production given quotas and landing restrictions. To the
contrary, U.S. fisherman are under severe pressure to reduce their
catch. Canadian fishermen are being encouraged by every possible
incentive to maximize cod production and exports to the United
States.

For the purpose of this discussion, it is not possible to
distinguish whole and filleted cod and haddock as the tariff
classifications attempt to do. Whole, filleted, fresh or
frozen products are produced and marketed in response to a
complex mesh of supply, demand and price factors. At any given
time one may displace another in the market and in turn be
displaced as the dominant element.

It is petitioners' belief that the foregoing considerations
present a prime facie case of injury as defined in Sec. 303(b)(A).
Specifically, the Point Judith Fishermen's Cooperative has
suffered injury-loss of market in Boston and is likely to suffer
further injury - total loss of markets in the northeastern states
to subsidized Canadian imports.

With respect to tariff classification 110.70 and in particular
110.70-33 + 39 fresh and and frozen flatfish fillets, the injury
situation is similar. Yellowtail flounder is the principal
domestic stock fished by the Point Judith Coop boats. The Atlantic
Groundfish Management Plan has established a total allowable catch
of 22 million pounds east of 69* west longitude and a by-catch quota
only of 4 million pounds west of 69". Equally, severe landing
restrictions have been applied by regulation.

34-705 0 - 78 - 4
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Total U.S. production of flatfish fillets in the 110.70
classification was 47.6 million pounds in 1976 while imports
from Canada were 44.6 million pounds, of which 41.3 million
pounds were frozen, 110.70-a39 classificacton. Total imports
of frozen flatfish fillets in the 110.70-39 classification
were 53.4 million pounds. Canada clearly dominates the import
marker in this commodity as a result of its subsidy program.

The Point Judith Fishermen's Coop had for many years
operated a freezer plant with a capital investment of approximately
$85,000. Imports of frozen flounder fillets from Canada so
depressed the market, however, that in 1971 the freezer plant was
closed. The circumstances which forced Point Judith out of the
frozen fillet market have only worsened since 1971.

Attached hereto is a chart prepared by the General Manager,
Point Judith Fishermen's Cooperative, setting forth the Coop's
frozen flounder fillet production between 1951 and 1971, the
period during which the freezer facility was operated.

This chart clearly demonstrated the steady growth up to 1963
and precipitous decline in frozen fillet sales to 1971. Loss of
the frozen market places the Point Judith Fishermen's Coop at a
disadvantage in competing with Canadian fresh fillet imports as well,
since the Coop is unable to adopt a flexible marketing posture.
Fresh fish must be sold regardless of the price offered. Frozen
fish may be ,ithheld and released as supply, demand and price at
any given time favor sale of either the fresh or frozen product.

The Point Judith Fishermen's Cooperative has been totall7
displaced in the frozen flounder fillet market, tariff classification
110.70-39, by Canadian imports and has, therefore, suffered injury
within the meaning of Sec. 303(b)(A) of the Tariff Act of 1930.

These examples of injury are illustrative of the problems
confronting the entire ev England groundfish industry with
respect to Canadian imports of whole cod and haddock and flounder
fillets.

With respect to imports of groundfish blocks, tariff
classification 110.47, Canadian imports totaled 50.9 million pounds
in 1976 and 42.3 million pounds in 1975. Domestic production in
1976 amounted to only 2.4 million pounds from all stocks. Domestic
production has declined from 9 million pounds in 1967. Total
im ports .in 1976 reached a record high of 378 million pounds, 99.4%
of the total U.S; supply. Canada is the third-ranking supplier
of blocks to the U.S. with 16% of the market.
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There are two aspects of the injury question whic4 will be
developed through the ITC investigation of block imports.
These are displacement of fresh and frozen fillets in the market
and development of a U.S. block production and marketing capability.

Petitioners are not prepared to develop this issue in detail
at this time. They will demonstrate specifically, however, that
importation of subsidized blocks from Canada has displaced fresh
and frozen fillets in the U.S. market which has traditionally
utilized fillet production.

While Canada does not dominate the block import market nation-
wide, the cost of production in Canada approximates U.S. production
costs and but for the Canadian subsidies, there is no reason the
U.S. industry could not have achieved a market share of comparable
magnitude in the northeast states. Canadian subsidies have
effectively frustrated development of U.S. fish block production.

NONDUTQ AL IMPORTS - SHELLFISH

110.45-20 - Live American Lobster

The American lobster is monarch of United States fishery
resources and the foundation of the Maine seafood industry. In
1976 U.S. Fishermen landed 31.7 million pounds of lobster. The
State of Maine produced 19 million of this total. 26.3 million
pounds were harvested within 12 miles of shore by small, mostly
undocumented motorboats. In this respect it should be noted
that undocumented boats (those of less than 5 net tons) constitute
80 percent of the estimated 90,000 fishing vessels in the United
States comercial fisheries. Such vessels are not eligible for
construction assistance under the Fishing Vessel Obligation
Guarantee and Fishing Vessel Capital Construction Fund programs
administered by the National Oceanice and Atmospheric Administration.

In contrast, Canadian fishermen engaged in lobstering and
Canadian dealers receive a variety of benefits to insure that their
production will enter the U.S. market at competitive prices in
restaurants literally a stone's throw from piers where American
lobstermen unload their catch.

These benefits include a direct subsidy of 35 percent of the
construction cost of the vessel pursuant to the Fisheries
Development Act (see attachments to Letter of September 15, 1976
Department of External Affairs to U.S. Embassy Ottawa) provided
the vessel have a minimum length of 35 feet and not be operated in
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the lobster fishery only. This subsidy alone far outweighs any
benefit which U.S. fishermen derive from the obligation guarantee
or capital construction fund programs in the United States.

Pending (perhaps now final) amendments will reduce the
minimum length to 30 feet making such subsidies available to
vessels equivalent to undocumented U.S. boats, the backbone of
the U.S. Lobster fleet.

Since 1973 $15.2 million has been paid or obligated under
the Fisheries Development Act for construction, modification and
conversion. The program dates from 1942.

Direct construction subsidies as in the case of poundage
payments are not the whole picture. In addition, both the federal
government and the provincial governments offer low interest loans
and guarantees to cover the balance of the fisherman's investment
in a new, converted or modernized boat (see URI publication,
April, 20, 1977 release and Leblanc statement).

Finally, lobster fishermen in Canada benefit from the
multiplicity of programs to upgrade product quality in terms of
docking and storage facilities and marketing (set page 3, items
(b) and (c) of April 20, 1977 release).,

Imports of live American lobster from Canada were 14.9
million pounds in 1976 or approximately 50 percent domestic pro-
duction and 75 percent of Maine production. During the first nine
months of 1977 imports from Canada had already reached 13 million
pounds.

Lobstermen, members of National Federation of Fishermen
affiliated associations in Maine, Rhode Island. Massachusetts
are, therefore, competing against lobster imports which enter the
American market at a substantial price advantage to the Canadian
fishermen and exporters. This price advantage enables the
Canadian fishermen and exporters to achieve substantially higher
profit margins and the ability to undercut American fishermen in
their backyard. At any given time Canadian imports may sell at
the U.S. dockside price or may be sold below the U.S. price
depending on prevailing U.S. landings. In either case, the U.S.
price has been artificially depressed by the price flexibility
enjoyed by Canadian exporters as a result of subsidies. The U.S.
ex-vessel price index for lobster using 1967 base 100 was 216.3
in 1976 and 126.8 in 1971, a rise of 89.5 points. By contrast
the 1976 and 1971 indices for New England finfish were 312.5 and
153.3, a rise of 159.2 points. The average rise for all edible
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fish and shellfish was 158.2. The ex-vessel price of lobster
to the American fisherman has risen at a rate only 50 percent
of the rate for al edible fish products. Costs of production
in terms of vessel construction costs and particularly fuel
have risen at a rate at least double the 89.5 point rise in ex-
vessel prices received by U.S. lobster fishermen.

There is no doubt that Canada is enga ing in the payment of
bounties on the export of Lobscer to the Knited States within the
meaning of Sec. 303 of the Tariff Act. These subsidies have
effectively held down the price of lobster to American fishermen
placing them in a untenable cost-price squeeze that threatens to
destroy the largest segment of our lobster flat which receives
no comparable assistance from the United States government.

Injury to the American lobster industry within the meaning of
Sec. 303 is obvious.

114-45-37 Sea Scallops

Tbadecline of the New England scallop fleet is the clearest
example of the pressure confronting the entire U.S. fishing
industry as a result of subsidized Canadian imports.

Traditionally' the Canadian scallop fishery was concentrated
around Diby, Nova Scotia and the Bay of Fundy, the beds lying
between three and twelve miles offshore. Prior to 1956 offshore
fishing for scallops was rare. Beginning in 1956, however, the
Georges Bank scallop fishery began to develop to the point where
the offshore harvest quickly overshadowed the traditional Digby
fishery.

The development of the Canadian offshore scallop fishery
through the initial upsurge is documented in the Commercial
Fisheries Review, July 1963 article entitled "Sea Scallop Industry
of Canada" by Doherty et al. A copy of this article is attached
hereto and we ask that it be made a part of this petition.

The grim conclusions of the Doherty article have proven to
be correct - even an underescimatae of the situation.

In 1962 Canada exported 11.3 million pounds of scallops to the
United States, 81 of landings. The same year 19.3 million pounds
were landed at New Bedford from Georges Bank.

In 1975 Canada exported 15 million pounds to the United States
while total domestic landings were 9.7 million pounds. In 1976,
an excellent year class of Georges Bank scallops pushed American
production to 19.3 million pounds, still well below the 1961 record
of 25 million pounds, and Canadian imports reached 20.5 million,
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a record. The upsurge in U.S. production in 1976 is not likely
to be maintained more than several years and in any event
Canadian imports will grow at a corresponding rate. The 1971-
76 average annual U.S. harvest was 7.2 million pounds.

The growth of the Canadian offshore scallop fishery had its
mirror in the decline of the U.S. industry harvest from the
same Srounds. This decline is documented in University of
Massachusetts Research Bulletin No. 643 published in January 1977
by the College of Food and Natural Resources, Agricultural
Experiment Station. A copy of this publication is attached hereto
and we ask that it be made part of this petition.

The Georges Bank scallop fishery was developed by New Bedford
fishermen in the 1930's. The U.S. record of 25 million pounds in
1961 came just as the Canadian subsidy program began to take hold.
While the total U.S./Canadian harvest declined substantially
after 1961 until the recent upsurge, the relative share of the
catch has shifted dramatically in favor of the Canadians. _The ....
number of U.S. vessels engaged in this fishery declined from 150
in 1952-to 43 in 1971. By 1973 the New Bedford fleet had declined
to 21 vessels. Similarly, imports, predominantly Canadian, rose
from 5 percent of U.S. consumption in 1952 to 75 percent in 1972.
As much as 90 percent of Canadian production is exported to the U.S.

The Canadian Fishing Vessel Assistance Program under the
FisheriLes frvelopment Act has fostered the construction of
approximately 60 large offshore scallop boats. The subsidies
available are as described above with respect to lobster boats.
Development of the scallop fleet shows no sign of abating. Four
groundfish trawlers ,rill be converted to scallopers under the 1977-78
program of federal assistance. A two year program has been
initiated to subsidize conversion of the redfish (Atlantic Ocean
Perch) fleet to multi-species fishing. Some of these vessels will
enter the scallop fishery (page 5, April 20, 1977 release).

Again, as with lobster, ex-vessel prices for sea scallops have
not kept pace with overall food fish indices. In the case of
scallops, the 1971-76 rise was 63 points, substantially less than
the lob star increase and barely 4O% of the overall food fish rise.

The dampening impact of subsidized Canadian imports on the
domestic price structure has reduced the New England scallop fleet
to a shell, hopefully a hard core of vessels which will continue
to fish Georges Bank notwithstanding the overwhelming dominance of
the Canadian fleet. Tradition dies hard in New England.
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As in the case of lobster the Canadian subsidy program
clearly constitutes an export bounty within the meaning of Sec.
303 of the Tariff Act.

Injury to the U.S. scallop industry is even more obvious given
the drastic decline in vessels and fishermen employed in this '
fishery which the United States dominated for so many years. Only
by means of their subsidies have the Canadians displaced the
United States fleet.

Current subsidy programs indicate that the Canadian government
is. prepared to support further expansion of the Georges Bank scallop
fleet in order to give employment to vessels displaced by the
decline of ocher fisheries. Further decline of the U.S. scallop
fleet appears to be inevitable under these circumstances.

In conclusion, petitioners believe the Secretary of the
Treasury (as delegated) must revoke T.D. 77-108 since all statutory
grounds supporting that decision do not exist (and never did) and
must impose countervailing duties upon all imports listed in T.D.
77-107 gs well as the dutiable imports listed in this petition.
Such countervailing duties must be of sufficient amount and
duration to offset the impact of both direct poundage payments
as well as indirect federal and provincial construction, handling,
storage and marketing supports.

With respect to nondutiable imports, equaLLy applicable and
compelling evidence of subsidies amounting to bounties within the
meaning of Sec. 303 of the Tariff Act is demonstrated by this
petition. A clear showing of injury to the American fishing
industry has been put forward which petitioners believe will be
concurred in by the International Tade Commission. Countervailing
duties, upon an affirmative finding by the Commission, must again
offset the persistent impact of in direct supports as well as direct
payments on exports.

All statistical references in this petition to U.S. landings,
production, price indices, and fleet characteristics are drawn
from appropriate tables in Fisheries of the United States, 1976,
Current Fishery Statistics No. 7200, April 1977 published by the
Department of Commerce.

Statistical references in this petition to Canadian imports
were provided by the National Marine Fisheries Service, N0AA,
Department of Commerce, as compiled from Bureau of Customs records.
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National Federation of Fishermen
Point ,Judith Fishermen's Cooperative

Association, Inc.

Rmahrd N. 5harood/
Counsel for Petitioners /

Attachments:

No. I - U.R.I. Agricultural Ereriment Station Contribution No. 1738
No. 2 - Dept. of Fisheries & Environment, Canada, Release April 20, 11
No. 3 - Toronto Globe Article, Auril 20, 1977
No. 4 - Speech of Hon. Romeo Leblanc, Minister of Fisheries, Canada,

November 28, 1977
No. 5 - 1951-71 Point Judith Fishermen's Coop Frozen Fillet Productio.
No. 6 - Commercial Fisheries Reivew, July 1963 article
No. 7 - Research Bu.lletin No. 643, January 1977. University of

Mass., Amherst.
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mulative Impacts of both projects us
considered in the Crownpont draft en-
vimonmental statement.

The public Is Invited to attend and
comment on TAs plans A record
will be made of the hearing and com.
mente made will be responded to In
the final environmental statement. All
written statements submitted to the
following address on or before August
7. 1978 will be included in the record:
Herbert & Sanger, Jr.. General Coun-
sel. Tenneee Valley Authority, 400
Commerce Avenue. Knoxville, Tenn.
37902.

H. N. Snon. Jr.
Acf lee Oeee Massager.

(PR DO. 76-18 1 Pled 7-7-7t &S1 aWO

14910-14)
DEPARTMENT Of TRANSPORTATION

, Cosa 000rl

[0OD 16-0) -

MAH I AION1ViC1
Wdv of CsesIs lk es 1 eF V8k of

Discussions have been held between
the Coast Guard and the Environmen-
tal Protection Agency (EPA) concern-
Ins the problems of marine sanUtation
devices (MWs) on small vessels with
Installed toilet facilities. The technol-
ogy for Type U MSDa has not devel-
oped so that acceptable M8D' us
avallable for vessels 65 feet in lengt
or less. Only one Type U device for
thee vessels Is currently certified an&
this device Is not suitable for many

-all vessels because of space limits-
as. Type M devices require pum.

'ut facilities. the number of which
main Inadequate.
As a result of the discussions the two
geocles agreed to take the following

Steps:
(a) The Coast Guard will undertake

research to promote the continued de-
velopment of Type 11 MD's for small
vessels.

(b) The EPA will review and cons
er revision of the Standards of Per-
formance for Marine Sanitation De-
vices, 40 CPR part 140. as they pertain
to veses of 5 feet In length or les.

(c) The Coast Guard will waive the
applicability of certain requiremente
In 40 CPR part 140 and 3 CPR pert
158 for vessels of 65 feet In length or
less. Then vessels may continue to In-
stall Type I MM8's.

Although small vessels are not the
major source of sewage pollution of
UJ. navigable waters, their sheer
numbers necesitate some control over
that source of sewage pollution. A rea.
sonable regulatory program for con-
trol of vessel sewage pollution must
take account of the realities of availa-
ble control technology, "s weL ., the

continuing lack of an adequate
number of pumpout faciltIes.

Therefore the Commandant of the
Coast Ouard. after consultation with
the Administrator of EPA. is panting
a waiver allon continue Install-
tion of Type I M0's on new and ex-
laung vegels 6 feet In length or lw
With Installed toilet facilitiea. This
waiver Is authorized by section
312(cX) of the Federal Water PoUu.
tion Control Act (23 U.S.C. 1352(cX3).
When the Commandant determines
that adequate Type I device e
available for use by small vessels, and
after reasq&ble advan* notice, this
waiver will be terminated A vessel
which has Installed a Type I device
prior to the termination data will be
permitted to use It for the operable
life of the device

M8 regulations for vessels with In-
stalled toilet fsclitiee se contained in
32 CIFR 169.5 and 158.1. The perform-
ance standards for these devices are
contend In 40 CPR 140.3

Vessels on which construction was
started on or after January 30, 1815
(new vessels), must have a certified
M 8. This requirement Is not affected
by the waiver.

The regulatlona would have required
vemels manufactured after January
30. 150. to have a Type U1 or IU M85.
New vessels -manufactured prior to
this date would have been permitted
to use a Type I M88 only tf the 8850
was installed before January 31. 1580.
The Commandant Is walvins these re-
quireftents.

Vessels on which construction was
started prior to January 30. 1715 (ex-
Wing vessels), must have a certified
M88. by January 31. 180. Th re-
qubm t Is not affected by this
waiver.

For existing vessels, present reglas.
1Uon1 would have required Installation

of either a Type II or UMt MD to meet
the January 31. 19110. deadline A Type
I MOD would have been accepted on
an existing vessel only if It had been
Installed before January 31. 1978 (ex.
tended by a previ41 Coast Guard
waiver, (November 28, 1817. 42 PR
0018)). The - Commandant waives
these requirements.

The MMD requireme. ts for .wl
of 68 feet In length o less in-
stalled toilet facilities which remain in
effect undee, the waiver are as follows;

All veels of 5 feet In length or les
with Installed toIlet facilities must in.
stall a certified Type L U. or MU MM5.
This requirement Is effective now for
now vessels. This requirement Is effso-
tive on January 31. 1980. for existing
vessels (vessel lenrth Is determined by
45 CP 24.10-17(b)).

The Commandant Is waiving the ap-
plicability of 32 CFR 1504(b) and
150.1(b) to new vessels of 45 feet in
length or ew. The Commandant is
also waiving the applicability of the

29637

dates in IS8JfcX2) and lM.A(UX2) to
existing vessels. Finaly, the applies-
bility of 40 CPR 140.3(d) to vessels of
45 feet in length or les I also waived.

The waiver lI u follows This waiver
applied only to vessel 6 feet in
klgth or less. that have Installed
toilet facilities. (Vessel length Is deter.
mined by 40 CFR 24.10-17(b).l Type I
MD9W may be Installed In new or ez-
ilting vessels. New or replacement
MM Installatios after January 30.
1eS0 may be Type L IL or UM.
Noa.-This waver Is not applieabe to
sNels over 66 fet In leat. All MW5

standards and regulations In 40 C1R 140
and 3 CPR 159 stl appy to then vemeL
Al new or replacemst M8D Instelations
an thew ve ,ls after January 30. 1 0 must
be Type nI or Ill

Dated: July 5. 1o7.
J. & HAVei,

Admtrel, U.S Coast Ouard

PM De 8-1888 Filed 7-7-It 8:45 am)

(4810-22)
DEPARTMENT Of 1H1 TREASURY

CsTAiN MIN 11OM CANAD
loImese o4 Cedeas-e e Doy ftysee

esd PAisV Sesesul~es
AOZNCY: United States Treasury De-
partment, Customs Service.
ACTION: Initiation of countervailing
duty investigation and preliminary de-
terminaUon.
SUMMARY: This notice Is to Inform
the public that a Petition has been re-
celved and an investigation has been
started for the purpose of determining
whether or not benefits an panted by
the Government of Canada to fisher-
men and processors which constitute a
bounty or rant withn the mesag of
the countervailing duty statute. A pre-
lininarY determination that the Oov-
ernment of Canads has riven benefits
on the production or exportation of
certain fnh Is being issued imulta-
neously. A final determination must
be made not later than December 30.
1818.
ITFECTIVZ DATE: July 10.1811.

FOR PURTHM INFORMATION
CONTACT.

Vincent P. KAne Operations Officer,
Duty Assessment Division. UA Cus-
tome Serice, 1301 Constitution
Avenue NW, Washington. D.C.
202. 302-46-452

SUPPLMEINTARY INFORMATION:
A petition In satisfactory form was re-
ceived on December 30. 1977. alleging
that peiments or bestowals onderred
by the Government of Canada upon
production or exportation of certain

MINIMA 164 VOL 43. NO. 132-M5AV. AY 1e, IMr
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fish from Canada constitute the pay.
ment or bestowal of a bounty or grant
within the mean of section 303,
Tariff Act of 1530. u amended (I9
U.S.C. 1303).

Several of the Items named In this
petition were covered in previous
countervailing duty investigations.

The dutiable fish Importu cLassifl-
able uw'der Item numbers 110.3560.

L, 110.3565 and 110.5549 Tariff Schedules
of the United States. Annotated
aTSUSA). were the subject of investi-
uatlon that resulted in a final affirma-
tive determination and a waiver of
countervallng duties which were pub-
lished concurrently In the Pnu.
Raismr of April 17. 177 (42 FR
19327).

The dutiable fish Imports classill-
able under item numbers 110.3570.
110.3575, 1103025. 110.5030. 110.5045.
110.500. 110.5055, 110.5320. 110.-550.
II0.545 and 110.5570 TSUSA were
the subject of an Investigation that
also resulted In a final affirmative de-
termination and a waiver of counter-
vailing duties which were published
concurrently in the Forva. Reoirm
of June 16. 1975 (43 PR 259951).

The non-dutiable fish Lmports clasl-
flable under Item numbers 110.155.
110.135U. 110.4710. 110.4726. 110.7033
and 110.7039 were Included in the
latter Investigation and are currently
the subject of an Injury investigation
at the tnternutonai Trade Commis.
son.

The fish-Imports not involved in the
above-mentioned investintons and
therefore covered in this investigation
are groundfish classifiable under Item
numbers 110.35$. 110.5000. 110.1593.

1 10.1597, 110.4730. 110.4755, 110.4760
and 110.4765 and shellfish classifiable
under Item numbers 114.4520 and
114.4117 TSU8A.

The fish imports classifiable under
item numbers 110.1593. 110.1597,
110.4730. 110.4753. 110.4760. 110.4765.
114.4520 and 114.4537 TSUSA are free
of duty. In the event that It becomes
necessary to refer this case to the
United States International Trade
Commission pursuant to section
303(aX2. Trf Act of 1930. as
amended (10-U.S.C. 130.i(2X3)). there
is evidence on record concerning
Injury, or likelihood of injury, to or
prevention of the establishment of an
industry in the United States with
regard to these duty-free import&

In view of the Iaformation developed
recently in connection with the coun-
tervalUing duty investigations on other
Canadian fish, It is deemed •ppropri.
ate to issue a preliminary determina-
tion pursuant to section 303(ax4).
Tuff Act of 1930, as amended (19
U.S.C. 1303'aX4)I. that bounties or
grant# are being paid or bestowed on
the items subject to this investigation.
Based on the information currently
available, programs preliminarily de-

NOmS

termlned to constitute a bounty or
grant include:

41) Direct payments to fishermen by
the Federal Government under the
Ooundfish Temporary Assistance Pro-
gram (OTAP) which remains in effect
for groundfish harvested by Inshore
fishermen. but does not include the
shellfish which are a part of this in-
vestIgaton. Because a preponderance
of all Canadian fish benefitting from
the OTAP is exported, the program
preliminarily is deemed a bounty or
grant within the meaning of the coun-
tervailing duty law.

(2) Cash assistance to fishermen for
the construction or modification of
vessels. This type of aid is also prelims.
nearly treated u a bounty or grant.
since most of Cainada's fish production
Is exported

(3) Oras-ts provided by the Depart.
meant of Regional Economic Exranslon
(DREE 'a the province of Newfound-
land, whereby DREE and the Provin-
cial Authorities share the capital cost
for. (a) The augmentation of water
supply systems to several -ossta rom-
munitles in Newfoundland. and (b) the
construction of wharfs, service center
buildings, storage areas, supply and in-
stallation of travelift and synchrolift
equipment at Marine Service Centers.
Due to the fact that the benefits of
these forms of capital ifprovements
are enjoyed almost exclusively by fish-
ermen and fish processors and, as pre-
viously noted, a preponderance of the
fish produced in Canada Is exported
the regional ads described above are
preliminarily considered bounties or
grants.

(4) Other forms of assistance, includ-
inr (a) Vessel construction assistance
under the Fithermen's Loan Act pro-
vided by lending authorities in New
Brunswick. Nova Scotia. and Prince
Edward Island; (b) loans for the pro-
cessing facilities under the New Bruns-
wick Development Corp.: and (c) plant
expand cn loans provided by Nova
Scotia Industrial Esttes. Ltd.

A final decision in this case Is re-
quired on or before December 30. 197&
Before a final determination is made.
consideration will be given to any rele-
vant data. views, or arguments submit-
ted in writing with respect to tnis pre-
liminary determination. Submissions
should be addressed to the Cormmis.
aoner of Customs. 1301 Constitution
Avenue NW., Washington. D.C. 20229.
in time to be received by his office on
or before July 25. 1978.

This preliminary determination is
published pursuant to section 303(a)
of the Tariff Act of 1930, u amended
(19 U.S.C. 1303(a)).

Puruant to Reorganization Plan No.
26 of 1950 and Treasury Department
Order 190 (Revision 15). March 16,
1978, the provisions of Treasury De-
partment Order 165. Revised. Novem-
ber 2. 1954, and section 159.47 of the

Customs Regulations (!9 CFR 159.47),
Insofar u they pertair to the itl-
alcn of a countervalIn duty investi-
gation and the Issuance of a prelimi.
nary countervailing duty determina-
tion by the Commissioner of Customs,
are hereby waived.

Dated: June 30. 1978.
'RoDMsTs H. MU301IT131.

General Counsel of Ihe Treasury
WFR Do.. 79-IMM.4 flted 7-7-1; 5 4 am]

[48.30 l

hrreo Reveows lervic

IDelecation Order No 39 (Rev. 7))

AISSTAMT cOMMISSIOe I1T AL

Oeas.5a *4 Awflvvlt

AGENCY: Internal Revenue Service,
Treasury.
ACTION: Delegation of authority.

SUMMARY: The title "Assistnirt Corn-
missioner (Administration)" is
changed to "Assistant Commissioner
(Resources Mansgement)", "As.stst
Commilssoner (Data Processing)" is
changed to "Assistant Commissioner
(Data Services)". and reference to Al-
cohol, Tobacco and FIreams offices is
deleted.
EFFECTIVE DATE July 2. 1178.
FOR FURTHER Il'ORMATION
CONTACT.

Philip P. Russo. lIlt Constitution
Avenue W.. Room 3316, Washing-
ton. D.C. 2D224, 202-566-16 (P
toll free).

This document does not meet t
criteria for significant reeu!ations t
forth in paragraph 8 of the propos
Treasury Directive appearing in ti.,
Fu:RA.s Rctiamrl for Wednesday.
May 24, 1975.

JAcK 0. PrraAt
Director, Internal Management

Documnt Dttaon.

Touits or DUrY Arm OvEsiNeg

1. Pu-suant to authority vested in
the Commisloner of Interr.l Revenue
by Chster 610 of the TrcesurY Per
sonnel Manu&L the following officiaL-
are hereby authorized to prescribe fot
personnel listed below, the official
hours of duty and, when necesitatW
by operating requLrements, to estaib
lish an administrative workweek of !
8-hour days other than Monds)
through Friday for Individual employ
ese or groups of employees whose ser

vices at"e required on Saturday ot
Sunday or both. and flexible tours 01
duty for criminal investigators consist
Ing of 5 5-hours days, Monda)
through Friday.

FIDsIAL IMSTos ta VOL. 43, 100. 13-MONOAY, AJY 10, 1978
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GERRY E. STUDDS
10T ~ .,C~hO~.ORA 1IA.. NE'w IOFORO

Congreo of te VAniteb Otatet SOUTH SHOrt

oust of .1tprentatibts .. ..U' " 3)

Ztaa IL It4 i.IN15RNATIONdAL OULAT IONS 1ln~~,o, -36.,,,...AN MAI4 P0WOn on, D.C. 20515 6
pIMIEaAI A0OSLAN

Id"Mme ,=UCA oC), June 1, 1978 , ,.

Honorable Michael Blumenthal
Secretary of the Treasury
Washington, D.C. 20220

Dear Mr. Secretary:

By June 10, 1978, your Department must make a final determin-
ation on whether a bounty or grant is being paid on Canadian
fish which are exported to the United States. If the deter-
mination is affirmative, as we believe it must be from the
facts, then your Department must decide whether or not to
grant a waiver of the countervailing duty on Canadian fish
imported into the United States.

For several years the Canadian government has made substantial
direct payments to both processors and fishermen on fish which
are exported to the United States. These payments were deter-
mined to be bounties or grants in an April, 1977 determination
by your Department (TD 77-107). Unfortunately, the petition
on which that determination was based included only a few of
the tariff items covered by the Canp.dian assistance program,
and the official determination was similarly limited.

A new countervailing duty petition -- covering many more tariff
items -- was filed a few weeks after the 1977 determination was
published. Notwithstanding the fact that your Department had
already determined in TD 77-107 that payments under the Can-
adian government's Groundfish Temporary Assistance Program
and fishing vessel construction assistance program constituted
bounties or grants, your Department has taken the full year
permitted by statute to make the same determination for the
additional tariff items covered by the new petition.

The Canadian government certainly knew in April of 1977 that
its Groundfish Temporary Assistance Program and fishing vessel
construction assistance programs were bounties or grants, and
could subject Canadian fish exports to United States counter-
vailing duties. Instead of repealing those subsidy programs,
the Canadian government has deliberately waited until your De-
partirent was forced by law to make a countervailing duty deci-
sion on the additional tariff items. In the interim, the ac-
tions of the two governments have permitted the influx of heav-
ily-subsidized Canadian fish into U.S. markets, and the result-
ing economic difficulties for U.S. fishermen, to continue. The
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severity of the economic pressures on U.S. fishermen has been
documented by the Department of Labor, which in finding em-
ployees of several vessels eligible for TraLj Adjustment As-
sistance, found "that many fish distributors and wholesalers
use the imports of Canadian groundfish, flatfish, and scallops
as leverage in bidding down the exvessel prices paid to dom-
estic fishermen for the same species of groundfish, flatfish,
and scallops."

Under these circumstances, we believe that it is incumbent
upon the United States to act to protect its fishing industry
from unfair Canadian competition. Consequently, we strongly
oppose any waiver of countervailing duties on Canadian fish.

Sincerely,

r t svi B r

Michael Farrington l. istopheJ f O o

Bob Bauman

Philip Ruppe

Ji tbestar

Barbara A. Mikulski

I
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Tomn Evans

A&- -.%--111111,111w-Margarat
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S UNITED STATES DEPARTMENT OF COMMERCE
,.: National Oceanc and Atmospheric Administration

THE AOtIN)STRATOf

June S, 1978

Hr. Richard Self
Director, Office of Tariff Affairs
office of the Secretary
U.S. Treasury Department
1.00 Pennsylvania Avenue, N. W.
Washington, D.C. 20220

Dea" Mr. Self:

The Treasury Department is currently studying the
advisability of imposing countervailing duties on imports
of certain fish products from Canada pursuant to the
petitions of the Point Judith Fisheries Cooperative and
the Fisheries Marketing Association of Seattle, Washington.
The purpose of this letter is to indicate the Department
of Commerce's strong support for the imposition of
countervailing duties on such products.

U.S. trade law clearly requires the imposition of
countervailin* duties on imported fishery products when
the evidence indicates that artificially low prices for
imports are made possible by foreiZn government subsidies.
The evidence is overwhelming that the Canadian fish
imports in question are so subsidized. The Canadian
government has instituted an extensive network of programs
that assist the Canadian fishing industry in catching,
processing, and freezing fish, and in transporting it
to the United States, at prices that arc more than low
enough to compete effectively in the U.S. market.

Under special circumstances, these countervailing
duties may be waived. However, we believe strongly that
a waiver cannot be justified for these fishery products,
for the following reasons:

1) Canada has not indicated that it will terminate
all of its subsidy programs for the fishery products in
question.
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2) Canada has apparently indicated a willingness
to terminate some of its subsidies. Our experience in
connection with Canadian commitments td reduce subsi-
dies in 1977 casts significant doubt on Canada's
willingness or ability to comply with such commitments.
This suggests that a far better course of action would
be to delay any waivers until commitments made by the
Canadian government for the removal of subsidies have
in fact been carried out.

3) The adverse impacts of allowing subsidized
products to be imported into U.S. markets will persist
long after the subsidies are terminated. Subsidized
vessels constructed prior to termination of subsidies
will continue to compete with non-subsidized U.S.
vessels long after such termination. Markets such as
the mid-western market captured by Canadian industry
through anticompetitive subsidies cannot easily be
recaptured by U.S. industry at a later date.

4) The purpoeesof the fishery Conservation and
Management Act of 1976 are significantly undermined by
such subsidies. The Act was aimed at both conserving
U.S. fishery resources and developing a strong U.S.
fishing fleet. In order to protect fishery resources,
the U;S. fleet is required to adhere to rigorous quotas
to restrict the amount of fish that can be caught.
Without heavy competing supplies of low-priced Canadian
imports, the price for fish harvested by the U.S. fishing
industry would tend to rise during the period that U.S.
fishermen are forced -to restrict their catches. Such
-a price rise would assist the harvesting sector of the
U.S. groundfish industry to survive the period of quotas
-needed to restore our groundfish stocks. And because
the price of raw material is only a part of the price of
fish products, the impact of countervailing duties on
U.S. consumers will be minimal.

The question of whether special circumstances
exist that justify a countervailing duties waiver must
be considered in light of the significant Unites States
balance of trade problem. The United States balance of
trade deficit in fishery products was $2.1 billion in
1977. The waiver of duties on these Canadian imports
will further exacerbate this problem.
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Even when and if Canada meets the requirements for
a waiver of theme duties, we believe that a waiver should
be withdrawn should it become evident that a subsidy code
cannot be achieved in the Multilateral OIrade Negotiations.
" We 'would"te pleased to provide you with any additional

information you may need in connection with this matter.

Sincerely Nyours,

Richard A. Frank
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00 DEPARTMENT OF EXTERNAL AFFAIRSMINISTERE DES AFFAIRES EXTERIEURES

NO: 56 DIFFUSION: FOR IMMEDIATE RELEASE
N..: RELEASE: JUNE 13,1978

IN-SHORE GROUNDFISH ASSISTANCE
PROGRAMME CONTINUES UNTIL OCTOBER 1, 1978

In-shore fishermen in the Atlantic groundfish industry

will continue to receive Special Assistance Payments until

October 1, 1978, with no aPpllcatfon of countervailing duties by the

U.S., Secretary of State for External Affairs Don Jamieson and Fisheries

flinister orro L.eBlanc announced today. Because of improvements

in resources, market returns and prices to fishermen, all Special

Assistance Payments for the groundfish fishery will then come

to an end.

Referring to the phasing out of special assistance

payments, Mr. LeBlanc said "During the last four years, the

fishing industry has gone through Its worst crisis to the best

prospects ever. The vaJue of Canadian fishery products in 1977

reached the highest level ever. We have successfully set new

directions for the industry, and the road is leading upwards."

The Temporary Assistance Program for the Canadian

fishing industry gave most of its aid to the Atlantic groundfish

industry, the biggest employer in all Canadian fisheries. Firms

which four years ago faced bankruptcy, by last year had recovered
enough to require no assistance payments. The across-the-board

conditional grants program for processors officially ended

34-705 0 - 78 - 5
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March 31, 1978.

Fishermen catching groundfish (except fresh fish

for export) have been receiving deficiency payments of two

cents per pound for first quality fish. Now, large trawlers

over 90 feet will receive no more payments for any trip begun after

March 31, 1978.

Payments also stop entirely for all groundfish vessels

in British Columbia, where incomes for groundfish fishermen are

higher than average. For the remaining groundfish fishermen

in Canada, the two cent payments continue until October Ist, 1978.

When the Special Assistance Program began in 1974, the

Canadian fishing industry faced the worst crisisit has known.

In the Atlantic groundfish industry, unusually high costs (stemming

partly from the energy crisis of 1973), scarce fish, and poor

markets had produced heavy losses and forced producers toward bank-

ruptcy. Other sectors of the fishing industry also faced grave

problems.

To prevent collapse of communities and wide-spread

dislocation, the federal government authorized emergency aid to

the groundfish and other sectors of the fishing industry. After

a thorough inquiry into the Canadian fishing industry, the

government approved in 1975 a new and activist fisheries policy,

outlined in the public document "Policy for Canada's Commercial

Fisheries". The aim was to build a stronger, more stable industry

and provide better, more responsive management, with the needs

of society and especially of fishermen uppermost.

a
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Foremost among actions undertaken was the achievement

of the 200-mile limit. The number of foreign vessels fishing.

here shrank from more than 1,500 in 1974 to about 500 In 1977.

Foreign ships now pay to fish only according to Canadian

rules, for fish the Canadian industry doesn't use.

Other key actions under the new fisheries policy include

application of strict licence coaitrol to almost every major

fishery, because limiting the entry into the. fisheries is the best

way to conserve fish stocks and to raise the fishermen's income.

"Processors and fishing enterprises should continue

submitting costs and earnings data in order that my Department

can continue to monitor the economic performance for the best

management of Canada's fishery," Mr. LeBlanc said.

"With good judgment over the next few years, we can

build a better fishery than this country has ever known,"

Mr. LeBlanc said.
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Senator HATHAWAY. All right. Fine.
Do you agree it is 17 percent?

STATEMENT OF RICHARD N. SHAROOD, COUNSEL FOR THE
NATIONAL FEDERATION OF FISHERMEN

Mr. SHAROOD. Well, that was a rather startling figure 4hen I heard
it this morning from Mr. Mundheim.

When the Treasury Department published their final determination
on April 16 in the Federal Register, they came up with a figure of 5
percent ad valorem on the payments to the processors and 4 percent
ad valorem on payments to the fishermen.

I perhaps may have misread their notice, because they repeated the
4 percent ad valorem with regards to offshore, as well as onshore
fishing vessels. I was assuming it was 4 percent total. Apparently, it
must be 8 percent total.

But even so, 8 and 5 does not add up to 17.
Apparently there must have been a recomputation of the amount of

the subsidy between the time that this notice was published in June
and the hearing today. However, they have maintained a consistent
position in regard to the value of what we refer to as the indirect
subsidies of roughly 1.2 percent.

That, of course, we take very strong exception to.
Senator HATHAWAY. What do you think it should be?
Mr. SHAROOD. We believe that the relative level of the indirect sup-

ports has risen in relation to the direct poundage payments to the
point where indirect supports are now of equal value to the Canadian
fishermen.

It is very obvious that the Canadian Government, for a number of
years has been in the process of, or with the intent to phase out the
direct poundage payments and to put the bulk, if not all of their
support to the Canadian fishing industry into the various other forms
of subsidy, such as the construction grants, free freezer plants, and so
forth.

In fact, you will notice, Senator, at the end of our statement is a
copy of the communique from the Canadian Government, a press
release, announcing the fact that the U.S. Government is not going to
impose countervailing duties. It is a 3-page statements which basically
take 21 pages telling the fishermen of Canada that the direct pay-
ments have served their purpose anyway and, in effect, we were going
to get rid of them.

Further, I noticed in the Canadian newspapers, Mr. LeBlanc, for
example, is quoted in Parliament saying: "Continuation of the assist-
ance over the summer should come as good news to fishermen"--the
fact that they are going to obtain the subsidy on the small boats
through this summer.

In reply to questions in Parliament from other Members, particu-
larly a Mr. Crosby from Newfoundland, Mr. Jameson assured that
the U.S. Government was not looking at the indirect subsidies, that
the only issue to the U.S. Government was the direct subsidy.

There was great concern in Parliament that the countervailing duty
investigation would inquire into the various indirect supports. they
take it very seriously in Canada. Obviously they, I think, understand
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that there is more than a 1.2 percent ad valorem value to the Canadian
fishing industry involved in the indirect subsidies.

As Jake indicated, a number of people in various universities have
done some pretty thorough studies of the Canadian subsidy program.
I have attempted to analyze it to the extent that, as an attorney, I
have any ability in that area-which, I must admit, is not too great.

We think, as we said, the level of the indirect supports is rising and
could have risen, to be the preponderant form of support. The idea
that this is a 1.2 percent ad valorem subsidy is ludicrous to me.

Senator HATHAWAY. What do you think 'it is?
Mr. SHAROOD. I think it is more on the order of half of the total, at

least say 8 percent, 8 or 9 percent ad valorem value. The problem,
Senator, is that when you look at a 35-percent grant on a fishing boat,
Treasury says it must depreciate this vessel as though for tax purposes
over 12 or 15 years, so it will only take one-twelfth or one-fifteenth of
the grant and consider that as the countervailable amount in any
year.

Now, that flies in the face of reality. But for that grant that fishing
boat would not exist. It would not be catching those fish. Those fish
would not be coming into the United States.

So when you only countervail one-twelfth or one-fifteenth you are
deliberately underestimating the subsidy.

We point out in our testimony that we think the full value of that
subsidy should be countervailed in the first year. Then the amount to
be countervailed would be reduced year by year. Because that vessel
is an asset out there fishing year after year, it does not disappear
after that first year.

Really, this gets to the treatment of capital assets generally. How do
you countervail against a free asset given. by a government to indus-
try? I think Treasury ought to reexamine that issue, not only in
regards to fish, but across the board. but we are, of course, concerned
here with a capital asset involved in fishing.

Senator HATHAWAY. You mean we should take the total the first
year, regardless of whether the ship might be 5 years old?

Mr. SIIAROOD. No: it is a brand new ship. Now it has been given a
35-percent subsidy. That 35 percent, we feel, ought to be fully counter-
vailed in the first year. In the second year, then, reduce the counter-
vailable amount by one-twelfth or one-fifteenth, reflecting deprecia-
tion of the vessel.

Senator HATHAWAY. Well, if you are going to do it all the first year,
then you would not do it after that, would you? If you are going to
take the full 35 percent, you would only take it once.

Mr. SHAROOD. I guess it is a philosophic problem in the fact that you
are talking about a direct subsidy, giving a man money. But we are
talking about an asset that is going to be used over a period of years.

The treatment of that asset, we think, should be substantially dif-
ferent than the treatment of a cash grant.

Senator HATHAWAY. Is that the basis upon which you are saying
that the indirects would be 9 percent rather than 1 percent?

Mr. SHAROOD. Not entirely. We do not think they actually Quantified
all of the other forms of assistance. We have not seen their figures,
are not privy to them-but we do not believe that Treasury has quan-
tified all of the other subsidies. There are about 14 or i5 different
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categories of indirect support available to the. Canadian fishing in-
dustries. We do not believe that they seriously examined all of them
and came up with an accurate computation of all of these forms of
subsidy.

Senator HATHAWAY. Well, do you think it would be possible for you
and Treasury to sit down and go through item by item? I do not know
that we have time to do that this morning during the hearing, be-
cause we have other witnesses.

Mr. SIIAROOD. We would be happy to do that.
Senator HATHAWAY. I would like to see that done, so that it is done

Point for point. I am not sure that., you know, about your rationale
or taking the entire 35 percent the first year on the grounds that he

never would have been able to have a vessel if he didn't have it. I sup-
pose that some probability factor is in there, if you were going to go
on that basis at all.

Mr. SHAROOD. This is borne out, I think, by the scallops fishery.
The rulings to date have dealt only with groundfish, where the di-

rect support payments obviously are a significant factor. However, in
the scallop and lobster fisheries, there have never been any direct
poundage payments to the processors or the fishermen.

Now, in the Point Judith petition which is now pending and in
which Treasury will have to make a final ruling by the end of the year,
for example, with regard to scallops, they are going to have to figure
out how the Canadian Government come up with a subsidy that they
say is only about 1 percent ad valorem and yet resulted in the construc-
tion of 60 modern offshore scallop boats that, in a period of 10 years,
doubled the production and the export of scallops to the United States
to the point where the Canadians became the dominant scallop fishing
country.

That was accomplished with the aid of only 1.2 percent ad valorem
subsidy and they are going to have to really do some tremendous rea-
soning to figure out how with a 1-percent ad valorem subsidy, the
Canadians could double scallop production and exports to the United
States and become the dominant element in this fishery.

Senator HATHAWAY. I see your point. It is kind of difficult to figure,
that is all.

You mean, by having a subsidy they can build a big fleet, they can
take the business away lrom you, and they can start sending it all over
the country and taking a sizable chunk of your market. That is true.
I do not know what kind of a mathematical formula you would place
on that to determine what the ad valorem ought to be.

I suppose one could figure it out, though, on the basis of-on a
historical basis, could he not?

Mr. SHAROOD. I would certainly think that one could develop a logi-
cal, reasonable basis.

Senator HATHAWAY. I mean what percentage of the market would
you have had if they had not had that done.

Mr. SHAROOD. You can plot it on a graph. In the scallop fishery, it
is almost an an "X" showing the increase in the Canadian and the
decline in the U.S. catch. Canadian vessels have displaced our boats
in that area. The U.S. landings went right down as the Canadian went
up.
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Canadian exports to the United States exceed our own domestic
production. It is all tied to these so-called indirect subsidies that Treas-
ury claims are worth only 1.2 percent ad valorem.

Senator HATHAWAY. Mr. Mundheim, do you have any answer to
this? It seems like he has raised a pretty good point, you know, that
you do not have to give them a lot to give them a heck of an advantage
and once they build up their fleet,then they just take away your whole
market, and maybe if you are going to do it on a mathematical basis
like you are, you would only come out with a 1 percent, or a fairly low
percentage as far as what the ad valorem effect is going to be, but if
you considered other factors, it might be significantly higher.

Mr. MUNDHEIM. Of course, Mr. Chairman, let me say that I would be
delighted to have our staff, particularly our expert in this area, meet
with their experts to review our calculations of indirect subsidies, and
I do not think that is a fruitless exercise either, because, one, as I indi-
cated to you, the waiver is for a short period of time, and if we come to
January 4 and we do not have a subsidies code, we will be countervail-
ing against these indirect subsidies; and second, we have presently
under consideration another petition and that is really where those
scallops come in. The scallops problem that was alluded to is not one
that this override resolution is directed to, and we will be making a
determination in that case shortly and we, as I say, would welcome
sitting down with the experts and trying, once again, to understand
what their point is. I think we understand what it is.

Now, on the vessel-
Senator HATHAWAY. How do you get this January 4 deadline? Is it

not a 4-year period that you can waive?
Mr. MUNDHEIM. No; 'it is 4 years from the time the act was in effect,

and that period ends on January 4,1979.
Senator HATHAWAY. The time that the act was in effect?
Mr. MUNDHEIM. The 1974 Trade Act.
So, as I say, we have-
Senator HATHAWAY. But, now, why would the subsidy code's being

enacted-would that have to be enacted by our Government?
Mr. MUNDHrETM. We would have to negotiate it and then we would

have to bring it, to the extent it would change our law, we have to
bring it to the Congress.

Senator HATHAWAY. And have it enacted, and that would automat-
ically allow you to go ahead after January 4 with the waiver?

Mr. Mu"m'IM. No. It would depend. Nobody has seen what the
final code looks like, but the final code may mean that everybody
would agree to take all these indirect subsidies and eliminate them.

Senator HATHAWAY. It depends on what it says.
Mr. MUNDHEIM. Exactly. But if it does not eliminate-
Senator HATHAWAY. That would specifically have to cover this case,

the subsidies code?
Mr. M tNDHEIM. It would have to result in an elimination of these

particular subsidies. If they are not eliminated on January 4, we are
obligated to countervail against them.

Senator HATHAWAY. Again, this is not on the point of the questions
you are answering, it just seems kind of useless to go for this short
period of time, especially when-did you not say that the Canadians
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agreed that by October 1 they are going to have these down, so in effect
you are saying October, November, December-3 months?

Mr. MUNDHEIM. That is right.
Senator HATHAWAY. As we said before, you know, if you are going

to-if the Secretary decides, let's benefit the American fishermen, then
that,-

Mr. MUNDHEIM. Well, as I indicated, the trade-off in that, Mr. Chair-
man, and that is, as you said, it is a judgment question, is that by trad-
ing off and not countervailing for that short period of time we would
have a more supportive person at the Geneva bargaining table to
arrive at an internationally agreed code. That we thought was a useful
trade-off, and one that the Congress would support.

But that is a judgment call, sir.
Senator HATHAWAY. Well, it seems to me that that is not a very good

judgment, if you are saying that Canada is going to drop us because
of a 1-percent tariff and not support us. I could see it if it were 10
percent, or something like that.

Mr. MUNDHEIMI. But it is psychology, and those-
Senator HATHAWAY. But 1 percent. That does not seem to me to be

realistic.
Mr. MUNDHEIM. But it is psychology. It is a delicate, tough negotia-

tion out there, and it is a lot easier if you have somebody who said, I
have gone 91 percent of the road with you, do not kick me in the shins
now, than if you said, well, you went 94 percent. That is lovely, and
here is a kick in the shins.

He may say, I will not be your enemy for life, but--
Senator IfATHAWAY. I think probably the fishing industry would

agree with you if you had actually done 94 percent, but their conten-
tion is that it really is not 94 percent when you figure it the way
they are talking about. Let's get back to that question.

Mr. MUNDHEIM. Let me address that in so far as vessel construction
is concerned.

Senator HATHAWAY. Fine.
Mr. MUNDHEIM. It is my understanding that during the period

1976-1977 the total amount of grants for fishing vessel construction
was $6.4 million. That would have an ad valorem effect of 0.64.

We calculated, under our method, that the vessel construction assis-
tance was 0.85 and that was done because what we take on our averag-
ing system is a total of the last 12 years assistance, divide it by 12
to take the average for what it would be in 1 year, and then do that
over the whole catch.

Our figure come out higher, actually, than the other witness
because in the last year assistance to vessels has declined. For example,
over the previous 3 years, so that actually, I think, our method, which
I think is corect anyway, also, in this case, happens to be an advan-
tage to fishermen.

But, as I said, I would be very willing-and I realize it is a long
list of indirect subsidies, and I think the proper thin) to do is for
them to come and make an appointment with Mr. Self and his staff
to go over those.

Senator HATHAWAY. Could this be done fairly quickly, because the
committee is pretty anxious to move.

Mr. MuNDHMa. Absolutely.
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Senator HATHAWAY. Good.
What about the argument they raised that if it were not for this

subsidy, the Canadians would not have been able to build up the fleet
and, therefore, they would not be able to get this big catch and domi-
nate our markets?

Mr. MUNDIIEIM. Well, that is a more difficult-
Senator HATHAWAY. Was that considered at all? Is that. in any

way calculable?
Mr. MUNDHEIM. Well, I think the problem is that we can only

counterveil against subsidies paid, so that when we come down to it,
if we were not waiving and we were countervailing, or if this were
January 5, we would still have to put a number on it and our num-
ber on the fishing vessel construction would be a countervailing duty
of 0.85.

Senator HATHAWAY. Well, you could still take amount paid. It
depends on the total amount of subsidy of the 12-year period and
put it into 1 year, that would make a difference.

Mr. MUNDHEIM. You mean a 12-year subsidy in 1 year?
Senator HATHAWAY. Well, it depends. I am not saying you should

do that, but I am saying, that if the total subsidy for one vessel, for
example, is going to be 35 percent--or take our easy figure of before,
$35--and we will say it lasts 7 years, so it would be $5 a year.

You could take the whole $35 in 1 year, even though it was not
actually paid out by the Government.

Mr. MUNDHEIM. Well, I understand that, but if we look at what,
in fact, the Government appropriated in 1976-1977, as I said, it is only
$6.4 million. I do not really see that we can-I think that is where
we are stuck under the law.

Senator HATHAWAY. What provision? Do you have it right there?
Mr. SHAROOD. May I say something, Mr. Chairman?
The act talks in terms of eliminating the net effect of the bounty

or grant, and I think it is this provision of the act that they are
referring to; the concept of the net. amount of the bounty or grant.
And that is the crux of it. How do you compute the net amount or
effect? They are saying it is simply the amount of money the Cana-
dian Government appropriated in'the last year for this particular
type of subsidy.

Of course, this program has been going on for quite a long time.
It began, in terms of the vessel construction grants, in the 1950's,
as a matter of fact, and in the case of the scallop fisheries on Georges
Bank, the principal impact was in the early 1960's.

What we are dealing with is the long-term effort of the Canadian
Government to subsidize its fishing industry, the impact of which
has grown each year to the point where it became obvious to the
American fishing industry that this was one of the critical issues
confronting it.

Now, when we come to the question of countervailing duties, we
are told the only thing that it can be applied is, in effect, what the
Canadians appropriated last year, which is merely the top of the
iceberg-or the average of what they appropriated over some period
of years that Treasury deems an appropriate period.

There is nothing, unfortunately, in the act that addresses this issue
directly.
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Mr. MUNDIJEIM. I think the statute talks about payment or bestow-
ing of bounties or grants. Then it talks about estimating the net
amount of each such bounty or grant. That relates to )ayment.

I do not think that this statute allows us to look at. the effect. It
draws us to the payment, the net amount paid.

You know, here are other remedies-an escape clause, for example,
which might allow the construction of remedial solutions of a very
extremely high tariff for a period of time to counteract events of the
past.

Senator HATHAWAY. OK. You are reading section 305(a) of the
statute. I do not know. I would not. want to make an offhand opinion
as to how much can be computed into that.

But, of course, you can, as we mentioned to your earlier, you can
look at the effect in terms of the waiver. There do not have to be any
necessary numbers in that. That is just a plain judgment call.

Mr. MUNDHEIM. That is correct.
Senator hIATHAWAY. Well, I think that whether or not the fishing

industry is going to prevail on this particular argument depends on
how we do interpret section 305, and I do not tIiink we have time
today to argue the case in what the law actually meant in that regard.
It is just tough to make an opinion on that.

But I would hope that the two of you would get together in the
very near future so that the committee could have the benefit of your
just going over item for item and comparing. Then see just where
you can agree, and for what. reason. Would you do that fairly soon?

Fine. Thank you very much.
Is there anything else that any of you want to say, before I go on

to the next witnesses?
Thank you. I appreciate your testimony very much.
Our next witness is Mr. Murry Berger, president of the American

Seafood Distributors Association.

STATEMENT OF MURRY P. BERGER, PRESIDENT, AMERICAN
SEAFOOD DISTRIBUTORS ASSOCIATION

Mr. BERGER. Thank you, Senator Hathaway, for giving me the op-
portunity to speak before your committee. Before I go into my state-
ment, I would like to, just off the record, mention that my company is
involved in the processing, importing, exporting, and marketing of
seafoods in the United States. It may be of other interest, a side issue,
that one of our other companies is in the processing, exporting and
importing of textiles, and one of our big problems is the importation
of textiles. Yet here I am talking about being against countervailing
duties, because, actually, they are two different subjects.

In the case of seafoods, I have just come back from an international
frozen-food conference in London, and one of the major questions at
this conference was the availability of fish and seafoods for the future.
Right now, production is very poor throughout the world.

It was very interesting that the Ministery of Fisheries from New-
foundland was there as one of the guest speakers, and his greatest
concern was getting other markets, other than the United States. He
was thinking about ways to develop sales and exports in Europe and
other places.
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Why was this? Because he felt that the United States very shortly
would be able to produce a great deal of their own seafoods-and I ail]
talking fish products.

The major concern that we have here as importers and exporters and
rocessors is the consumer. How much will she pay before she changes
er eating habits?
In Great Britain today with the shortage of seafoods, fish par-

ticularly, the consumption has gone down 10 percent. They are con-
cerned, not only about a source of supply. but about a customer.

Now, I believe that it is very important to be concerned about our
fishermen. The' are most important, and we have a great concern for
them. But the fisherman's concern should be if the price of the l)roduct
is out of the reach of the consumer.

So, therefore, I would like to go into my written statement and then
you can ask me some additional questions.

As president of the American Seafood Distributor's Association, we
are more than 120 companies which are directly involved in the im-
portation of seafood in the United States. We also are )urchasers of
quantities of seafood from our domestic producers.

We are called ASDA and we have been seriously concerned with
the discussions and agency actions involving the possibilities of coun-
tervailing duties on certain fish products imported from Canada. Our
association filed a brief with the U.S. Treasury Department during
the course of its recent investigation.

At that time, we argued that the various assistance programs pro-
vided to the fish industry in Canada do not constitute bounties or
grants as defined by the Trade Act. We further argued that the role
of Canadian groundfish is crucial in the American market.

Although the Treasury Department did finally rule that the Cana-
dian assistance programs were bounties and grants, and countervail-
able, it did determine that a waiver of the duties would be in order.

ASDA supports this decision and therefore opposes the resolution
introduced in the Senate to override the administration act.

Very briefly, ASDA maintains that. the act provides that Treasury
waive the countervail when the foreign nation involved has taken steps
to reduce or eliminate the bounty or grant; if there is reasonable pros-
pect, successful trade agreements will be entered into with foreign
countries for the reduction or elimination of barriers or other distor-
tions of international trade; and if the imposition of countervail would
jeopardize completion of such negotiations.

We believe the conditions for waiver envisioned in the act have been
met and therefore, override is not. in order.

We would like to comment on several aspects of this case. First, the
Canadian Government has indicated it will suspend all payments un-
der the groundfish temporary assistance programs. This eliminates
the major portion of the assistance program and should make these
discussions meaningless.

As to the fishing vessel assistance program, the FVAP was designed
to provide assistance for the construction, conversion, and modifica-
tion of fishing vessels from 35 to 75 feet in length operating in all
sectors of the Canadian fishing industry.

The Canadian Government's submission to the Treasury Depart-
ment in terms of the amount of aid, 10-year amortization, and landings,
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shows that the value of FVAP in the fiscal year just ended was ap-
proximately 0.4 of 1 cent per pound product weight, U.S. currency.
This amount is less than one-half of 1 cent a poun and less than one-
half of 1 percent of the price of the groundfish products entering the
United States on an ad valorem basis.

Such an amount is negligible and should not be subject to
countervail.

Moreover, the FVAP program is akin to a host of other vessel
assistance programs, several of which are in force in the United States.
None of such programs has been, or should be, considered as an export
subsidy.

In the United States, there are two national marine fisheries service
programs available for financing the construction and refurbishing of
shing vessels. The first, the fishing vessel obligation guarantee pro-

gram, permits U.S. fishermen to use the long-term debt capital markets
at relatively low interest rates to finance up to 75 percent of the cost of
constructing and reconditioning vessels.

The second program, the fishing vessel capital and construction fund
program, allows fishing vessel owners to defer payments of Federal
tax on income earned through the operation of qualified vessels so
long as the income is used to pay the cost of vessel construction or
reconstruction.

In effect, the capital construction fund program is an interest-free
loan in the U.S. Government equal to the Federal taxes otherwise pay-
able by the vessel owner. In addition, in previous years, this Congress
has provided a vessel loan program and a direct vessel subsidy pro-
gram that amounted to tens of millions of dollars.

The provision of government aid to the owners of fishing r vessels is
not unique to Canada, and has nothing to do with exportation of fish-
ery products.

In light of that fact, Treasury should not. have considered the FVAP
as a bounty or grant subject to countervail.

Even if the program is countervailable, however, the small amount
of aid granted should be considered as too negligible to justify coun-
tervailing duties.

The Canadian Federal Department of Regional Economic Expan-
sion has provided assistance in two Federal provincial cooperation
cost-sharing arrangements, on which the U.S. Treasury Department
has received information: the fisheries marine service center program
and the program for fish plant water supply system.

ASDA believes that neither of these programs are countervailable.
it is clear that the fish plant water supply program and the marine
service center program are simply Federal aid to the Province of New-
foundland to build interfractual structure to support industry and
communities in traditional fishing areas.

Like the assistance given by the U.S. Army Coips of Engineers in
dredging rivers and building bridges, we do not believe such aid
constitutes such export subsidy.

There could be no limit countervailing duties if the type of develop-
ment assistance represented by the foregoing programs is regarded as
countervailable. Government aid to provide interfractual structure has
not been countervailed in the past and should not be subject to counter-
vail in this case.
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It should be noted that if projects like the Canadian water supply
program and the service center program are countervailable, practi-
cally all the assistance the U.S. aid agencies, the World Bank and
other agencies have given all over the world would be countervailable.
Such projects are clearly too remote from export, products to be re-
garded as bounties from exportation.

Senator HATHAWAY. Mr. Berger, can you summarize the rest, be-
cause I have just been informed from the floor that they are going to
have a vote fairly soon, and when the vote occurs, the committee will
not be able to legally meet again today. That will be in the near future.
and we have some other witnesses.

Mr. BEaoFa. In summarizing, I would like to state-
Senator HATHIAWAY. Your entire statement will be put in the record.
Mr. BEROER. Thank you and some of my figures then may not be as

accurate as if I take them off here.
Senator HATHAWAY. Right. I understand.
Mr. BERGER. So, you will excuse the
Senator HATHAWAY. But your point is that-
Mr. BERoER. My point is that-
Senator HATHIAWAY [continuing]. That there is so little to counter-

vail that we might as well forget about it.
Mr. BEROER. That is right. We are also dependent on imports for 80

percent of our fish today. There are 20 to 25 percent produced here in
the United States. The prices, as of yesterday, in New Bedford and
Gloucester are frightening. For whole flounder, $1; you are coming up
to a $3.20 price for fillet. I think we would consider this in league with
fillet mignon or maybe Maine lobster.

Yellowtail is 90 cents for a whole fish. Cod is up to 65 cents. Haddock
is 65 cents.

I went to one of our suppliers who supply us with frozen fillet. He
said I cannot do it this year. We are getting too much on the fresh
market.

Now, here we are going to discuss a countervailable duty with our
friendliest nation and neighbor, Canada. Now, this is my point, sir. It
should be considered in the light of what will it cost the consumer, what
will it cost us as a Nation in regard to friendship with Canada.

Senator HATHAWAY. Very good. Thank you very much. I appreciate
your testimony and it is very kind of you to summarize it.

[The prepared statement of Mr. Berger follows:]

PREPARED STATEMENT OF THE AMERICAN SEAFOOD DISTIBUTOls ASsOCIATION

Mr. Chairman, I am Murry P. Berger, president of the American Seafood
Distributors Association. ASDA is a trade association consisting of more than
120 companies directly involved in the importation of seafood Into the United
States.

ASDA has been seriously concerned with the discussions and agency action
Involving the possibility of tountervailing duties on certain fish products imported
from Canada. Our association filed a brief with the U.S. Treasury Department
during the course of Its recent investigation. At that time we argued that the
various assistance programs provided to the fish industry in Canada do not
'onstitute bounties or grants as defined by the trade act.

We further argued that the role of Canadian groundfish is crucial in the
American market.

Although the Treasury Department did finally rule that the Canadian assist-
ance programs were bnunties and grants and countervailable. it did determine
that a waiver of the duties would be in order. ASDA supports this decision and
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therefore opposes the resolution introduced in the Senate to override the
administration action.

Very briefly, ASDA maintains that the act provides that Treasury can waive
countervail when the foreign nation involved has taken adequate steps to reduce
or eliminate the bounty or grant, if there is reasonable prospect successful trade
agreements will be entered into with foreign countries for the reduction on elimi-
nation of barriers to or other distortions of international trade and if the imposi-
tion of countervail would jeopardize completion of such negotiations.

We believe the conditions lor waiver envisioned in the act have been met,
and therefore, override is not in order.

We would like to comment on several aspects of this case.
First, the Canadian Government has indicated It will suspend all payments

under the groundfish temporary assistance program. This eliminates the major
portion of the assistance program and should make these discussions meanhigless.

As for the fishing vessel assistance program, the FVAP was designed to provide
assistance in the construction, conversion and modification of fisl~ing vessels from
35 to 75 feet in length operating in all sectors of the Canadian fishing industry.

The Canadian Government submission to the Treasury Department, in terms of
amount of aid, 10 year amortization and landings of all species, shows that the
value of FVAP in the fiscal year just ended was approximately 0.4 cents per
pound product weight (U.S. currency). This amount is less than one-half of a
cent a pound and less than one-half of one percent of the price of the groundfish
products entering the U.S. on an ad valorem basis. Such an amount Is negligible
and should not be subject to countervail.

Moreover, the FVAP program is akin to a host of other vessel assistance pro-
grams, several of which are in force in the United s-tates. 'one of such programs
has been or should be considered as an export subsidy. In the United States, there
are two national marine fisheries service pro,rams available for financing the
construction and refurbishing of fishlng ves sels. The first, the fishing vessel obliga-
tion guarantee program, permits U.S. fishermen to use the long-term debt capital
market at relatively low interest rates to finance up to 45% of the cost of con-
structing and reconditioning vessels. The second program, the fishing vessel
capital construction fund program, allows fishing vessel owners to defer pay-
ments of Federal tax on Income earned from the operation of qualified vessels so
long as the income is used to pay the cost of vessel construction or reconstruction.
In effect, the capital construction fund program is an interest-free loan from the
U.S. Government equal to the Federal taxes otherwise payable by the vessel
owner. In addition, in previous years this Congress has provided a vessel loan
program and a direct vessel subsidy program that amounted to tens of millions
of dollars.

The provision of Government aid to the owners of fishing vessels is not unique
to Canada and has nothing to do with exportation of fisheries products. In light
of that fact, Treasury should not have considered the FVAP as a bounty or grant
subject to countervail. Even If the program is countervailable, however, the small
amount of aid granted should be considered as too negligible to Justify
countervailing duties.

The Canadian Federal Department of Regional Economic Expansion (DREE)
has provided assistance in two Federal-Provincial cooperation cost-sharlng ar-
rangements on which the U.S. Treasury Department has received information,
the fisheries marine service centre program and the program for fish plant water
supply systems. ASDA believes that neither of those programs is countervailable.

It is clear that the fish plant water supply program and the marine service
centre program are simply Federal aid to the Province of Newfoundland to build
Infrastructure to support Industry and communities in traditional fishing areas.
Like the assistance given by the U.S. Army Corps of Engineers in dredging rivers
and building bridges, we do not believe such aid constitutes export subsidies.
There could be no limit to countervailing duties if the type of development assist-
ance represented by the foregoing programs is regarded as countervallable. Gov-
ernment aid to provide infrastructure has not been countervailed in the past and
should not be subject to countervail :n this case.

It should be noted that if projects like the Canadian water supply program and
the service centre program are countervalIable, practically all of the assistance
the U.S. aid agencies, the World Bank and other aid agencies have given all over
the world could be countervallable. Such projects are clearly too remote from
exported products to be regarded as bount!es upon exportation.

The most important point we have to make, however, is that the Imposition of
a countervailing duty on Canadian groundfish imports would not benefit the U.S.
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fishing industry. Since U.S. groundfish production is limited by quota, U.S. fisher-
men would benefit little, if at all, from the higher cost of Canadian fish.

If countervailing duties are imposed upon Canadian groundfish and groundfish
products, we believe the American fisherman will benefit little, if at all, since he is
restricted by quota to producng less groundfish than his historic levels of catch.

The New England Fishery Menagement Council has established quotas for U.S.
vessels fishing in the Atlantic conservation zone for haddock, yellowtail flounder
and cod, three of the most Important groundfish species. For this calendar year, no
directed fishery for haddock is allowed and commercial and recreational catch
is limited to 17,600,000 pounds. The total U.S. catch of haddock in 1977 equalled
approximately 28,500,000 pounds.

The U.S. quota on yellowtail flounder for commercial and recreation boats for
1978 equals only 17,820,000 pounds. U.S. landings of yellowtail flounder in 1977
equalled 36,457,000 pounds.

For cod, the 1978 quota equals 61,600,000 pounds while the 1977 cod catch by
U.S. fishermen exceeded 75,500,000 pounds in the Atlantic region. By an emer-
gency amendment to the fishery management council quota limitations published
on April 10, 1978, the directed fishery for cod in the conservation zone of the
northwest Atlantic was changed from an open fishery to a limited one.

In light of the foregoing, it is evident that the United States cannot supply an
appreciable portion of U.S. demand at present time. Until such time as the U.S.
fishing industry can supply more groundfish to the U.S. consumer, it cannot hope
to displace Canadian imports regardless of the price.

Speaking of price, it appears as if U.S. ex-vessel prices for the species in ques-
tion are at or near record level. According to the National Marine Fisheries Serv-
ice, yellowtail flounder prices for the period January to May 1978 are running as
much as 13 cents, or 25% higher than comparable prices a year ago. Prices for
flounder are more than double what they were as recently as five years ago.

As for haddock and codfish, the ga.ns are not as significant, but again the in-
formation shows that this year's prices are generally higher than a year ago. The
committee, of course, has heard of very low prices being paid during the months
of May and early June. Our information is that a strike by production plant
workers caused a shut down of many plants so that there was no opportunity to
handle the product. Now that the strike is over, the prices are back at high
levels-haddock in Boston on July 5 was 55 cents, cod 35 cents.

Granted the strike caused economic hardship, but such a situation is hardly
grounds to override the Treasury decision.

ASDA members are concerned about the ability to supply the demand for
groundflsh products. We submit the U.S. production industry cannot meet the
needs and imposiCon of countervail, no matter how small, would have the effect
of raising prices to the consumer. With food prices already soaring out of sight,
any unnecessary upward pressure is definitely against the public interest.

S'nce U.S. production of many groundfish products is low or non-existent, it is
difficult to determine how the imposition of countervailing duties on imports of
such products from Canada will have any positive effect. Nearly three-quarters
of the groundfish products Imported from Canada do not face substantial U.S.
compet!tlon at present time. Therefore, even if the price of all products covered
by the investigation (domestic and foreign produced) were to rise in the market-
place uniformly, the U.S. fishing industry wouid benefit little from the up-turn in
price.

Canadian groundfish imports are very important to the United States. In 1977,
Imports from Canada of fish and fish products covered by the investigation
totalled 20.,352,199 pounds. Thus, imports of the covered fish constituted approxi-
mately 35% of all U.S. imports of groundfish last year.

From 1974-1976, imports of Canadian groundfish and groundflsh products were
similarly important. In 1974, imports of Canadian groundfish constituted 33%
of the total U.S. supply. In 1975, the total supplied by Canada was 24% while in
1976, the Canadian portion of U.S. supply was 26%. For the years 1974-1977,
imports of groundfish to the United States averaged approximately 70% of the
entire U.S. groundfish supply. Without a steady flow of Canadian groundfish and

groundfish products !nto the United States during those years, there would have
been no possibility of meeting U.S. demand.

To certain sectors of the American economy, Canadian groundfish is especially
important. Several members of the ASDA, for example, purchase between 70%

and 100% of the groundfish which they market from Canadian sources. In their

study of the New England fishing industry, Smith and Person estimated that the
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fish processors in Boston derive a year-round average of 25% of the fish which
they process from Canada. Several of the Boston processors stated that they
would have gone out of business had it not been for the steady supply of Canadian
fish which came into the United States during the decline of the New England
fishing industry.

Neither the United Slates nor any foreign country could supply an appreciable
portion of the groundfish imported from Canada at the present time. As stated
earlier, U.S. production of the fish covered by the investigation has not been great
and the U.S. industry is burdened by severe legal and practical limitations on its
catch. Foreign sources of supply are also limited and are unlikely to increase
markedly in the next several years.

For the above reasons, ASDA urges no action on the resolution to override the
Treasury decision. Yet we do recognize that the domestic producer experiences
severe problems due to market fluctuation. Certainly the system of quotas im-
posed for conservation reasons Is creating a situation almost impossible to live
with. We urge the administration to work more closely with the region council
to develop a better means of conservation without complete stifling the ability
of fishermen to earn a living.

On a broader scale, we believe there is room for cooperative activity on a
joint industry-Government basis between the United States and Canada in the
marketing area. Some way must exist to avoid the periodic gluts in the fresh
market. Like wise cooperation in mutually developing the European and African
markets for presently underutilized species should be possible. We would suggest
that Government address this matter since industry cannot do it alone.

There is a need for additional processing facilities in New England. We
understand that on certain days capacity to handle the fish may not be present.
We have been told that environmental considerations have stalled efforts to con-
struct new plants in Gloucester, but that now this hurdle seems to have been
overcome and that as many as four new operations may be ready within a year.

Finally, we wish to point out the need for continuous consumer education to
maintain a strong demand for fish. Currently, the only major continuous con-
sumer education for groundfish is that which is sponsored and paid for by the
nations who sell fish into the United States.

This program benefits the domestic as well as the overseas producers.
In summary, Mr. Chairman, ASDA believes that Treasury decision to waive

countervail was the correct one and should be upheld. We ask the committee to
drop its consideration of the subject resolution.

Senator HATHAWAY. Our final witnesses this morning are Mr. Nor-
man Olsen, executive director of the Maine Fisherman s Cooperative,
and Mr. Dieter W. Schnauck, comptroller of Stinson Canning Co.

Mr. SCHNAUCK. Mr. Chairman, Mr. Olsen granted me the right to
start first.

Senator HATHAWAY. All right.

STATEMENT OF DIETER W. SCHNAUCK, COMPTROLLER,
STINSON CANNING CO.

Mr. SCIUNAUCK. I appreciate very much that we as a processor in
the State of Maine have an opportunity to address you. 71 have pre-
pared a statement which you have for the record.

Senator HATHAWAY. Your entire statement will be placed in the
record, and if you can summarize, it would be helpful.

Mr. SCHNAUCK. There are a few points I think I would just like to
bring up. Mr. Berger just made a point that I have heard many times
before. I think that we want to look at something that addresses itself
to the consumer prices. To talk about Mrs. Housewife, how far is she
going to go and how much is she willing to pay for fish, it is not the
imported prices that are regulating in the marketplace, it is the domes-
tic prices that regulates the price.
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And if the imported goods coming into the United States are, in
fact, smaller, Mrs. Housewife is not going to benefit, and that is just
a matter of fact.

The other thing about the vessel subsidy program, we have looked
at it recently in a stat ment that I previously made, and also in this
statement I am outlining, that our firm has committed itself to build-
ing a large offshore vessel which will be somewhat available in 1979,
probably the latter part of 1979, and it turned out that to go into the
capital market directly rather than through a Federal subsidy pro-
gram turned out cheaper for us.

For us-that may not be true for everyone.
So, I think as far as grants and subsidies are concerned, that the

Canadians give, and then we Will try to measure it against that pro-
gram under which the vessel construction can take place, they do not
even measure up in any form at all, as far as I understand it.

A couple of other points that I have made in my outline is that I am
also concerned about the indirect subsidies. It is not the direct sub-
sidies that concern me a great deal, because when we look as a company
into going and establishing ourselves in Canada, one for the resources
that were more available than in the State of Maine-although we
never did ultimately do that-we discovered that the indirect subsidy
provides a substantial amount of money for us and I have outlined in
my statement that you have that this subsidy is substantial. It lasts
for a long time, and it is quite beneficial and it gives you the edge on
the marketplace.

I know how to compete in the marketplace, because I am not afraid
of it, but I do like to have an even fight. That is really what I am
saying, because we are probably the single largest fish-producing
company now in the State of Maine, the second largest in the North
American area in so far as herring is concerned, and I think we are
very much concerned about maintaining those jobs and employment
and we are very much in favor of Senate Resolution 483 and support
it wholeheartedly.

Senator HATHAWAY. As I understand it from reading your entire
testimony, you have some arguments to the effect that the Treasury's
calculations of the subsidy, and I would suggest that you, along with
the other witnesses, as I suggested earlier, meet with the Treasury and
go over these item for item in the near future. 1 do not know whether
you can stay down here today and do it, or whether you have a
Washington representative who can do it for you, or we would be
glad to have somebody from our staff do it for you if you have to go
back to Maine, and if this is all the data you have, that would be fine; if
you have additional data, I would be glad to get it, because I think it
is important to resolve these differences because there are obviously
quite a few.

Mr. SCHNAUCK. I would be perfectly willing to do whatever is best,
most suitable.

Senator HATHAWAY. Thank you very much.
Could you just point out to us some of the other problems that the

fishermen have?
Mr. SCHNAUCK. Some of the problems that we have run into-now,

primarily we are in the canning industry and the groundfish industry

34-705 0 - 78 - 6
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is sort of an outgrowth of the small availability of herring, and it
seems to be more and more so, because we have not had basically any
processing going on for a period between March 15 and June 15 be-
cause of a lack of suitable weather and suitable resource, and it starts
again now that we have it, so we went into the ground fisheries, and
there are substantial quotas. These quotas have been filled and are
now being exceeded by a grant of the National Marine and Fisheries
Service granting fishermen an opportunity to go and fish beyond, so
we have a zero, or even a worse rebuild situation, so I do not know what
will happen.

But, in any event, the fisherman should have the opportunity in this
country to compete evenly in the marketplace and not have to then on
top of it have to worry about having to fight an uneven price that the
Canadians-that appear to show-this is not maybe in direct response
to Mr. Mundheim's statement, but when you look at the statements that
were made in respect to the Canadian boundary negotiations, I mean,
it does appear to a person on the outside that all of that importance
that is measured to the 1 cent does not seem to be all that great.

So whether or not we have that countervailing duty in fact right
now is not going to make us any worse a friend than we are at this
point.

Senator HATHAWAY. You mean we hate each other already and we
cannot hate each other-

Mr. SCHNAUCK. No, I did not say that, Mr. Chairman.
Senator HATHAWAY. I know you did not. I am being facetious. I

know the tensions are kind of great at the present time, but we are
certainly still friends.

[The prepared statement of Mr. Schnauck follows:]

PREPARED STATEMENT OF DIETER W. SCHNAUCK, STINSON CANNING CO.

Mr. Chairman, my name is Dieter W. Schnauck, an officer of Stinson Canning
Company of Prospect Harbor, Maine.

Before I address myself to the subject of countervailing duties and their effect
on the U.S. Proscessor, I would liketo take a minute to inform the Committee
who Stinson Canning Company is. We are in the 51st year of operation. We have
five factories along the North Atlantic Maine Coast in Bath, Belfast, Prospect
Harbor, Rockland and Southwest Harbor, with a total employment of 850,
representing North America's second largest Herring producing company with
revenues of approximately 20 million annually. The Company cans Sardines and
Fish Steaks, Frozen Herring Fillets for the export market, and since 1978,
processes a large variety of Groundfish.

Stinson Canning Company Is vertically integrated. It has the capacity to
harvest its raw material with Its two steel and seven wood-hulled vessels, to
process the Herring and Groundtish. Stinson Canning Company produces Its own
cans and covers and transports its products to its own strategic warehouses
from which common carriers distribute goods around the 50 states or exports its
products in refrigerated ocean vessels in bulk to Western Europe.

Presently, the Company has a multi-purpose 120-foot steel-hulled vessel on the
drawing board for completion by the summer of 1979, with a harvesting ca-
pacity of approximately 450,000 pounds per trip.

The total investment into the Company by its stockholders is approximately
10 million in 1977, enough to be concerned about Its investment as well as the
employment provided in communities where Stinson is one of the major
employers.

We oppose the action taken by the Treasury permitting Canadian goods to be
imported into the United States without the consideration of countervailing
duties and support Senate Resolution 483, June 13, 1978, a resolution to disap-
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prove waiver of the countervailing duty on certain items of Government sub-
sidized fish Imported from Canada.

Our Company, Mr. Chairman, has been since 1927, in the herring business and
only in 1978, entered the field of groundfish and only in the last two months has
really become involved in the marketing of product throughout the United States.
We have encountered situations where not competition, but uneven price differ-
ence between our and the Canadian products, could not be overcome by increased
efficiency or reduction of cost on our part, but only if we were to be subsidized
by someone else, namely the U.S. Government or any one of its subdivisions or
agencies.

In 1975, Stinson Canning Company, through my initiative, went to Canada,
communicated with legal and accounting people to determine whether or not It
was feasible for us to establish a subsidiary, that could manufacture herring or
other fish products and determine the extent of grants available from the
Canadian Federal, as well as the Provincial Government.

At that time, we were told that a primary development incentive of up to
20% of approved capital costs were offered to applicants establishing in a desig-
nated area through the Department of Regional Economic Expansion (DREE).

In our case, this designated area was Nova Scotia.
A secondary development incentive was offered with a maximum of
(A) 5% of approved capital cost plus $5,000 for each job determined by the

Minister to be created directly in the operation.
The maximum primary development incentive available for any one project

was $6,000,000. In our case, the combined total incentive grant was not to exceed
the lesser of $30,000 for each job created or % the capital employed in the
operation.

Aside from these specifically mentioned, there are numerous programs that
would come into play to help to provide the support that makes It possible.for a
Canadian manufacturer to be more advantageous in the program for the Advance-
ment of Industrial Technology. The Enterprise Development Program will as-
sume up to 50% of expenditures on approved development projects.

In our case, it would have been for the development of dry-cooking Sardines
before retorting.

Secondly, under the Canadian Employee Training-On-The-Job Program, there
are two existing possibilities of reimbursement.

(1) 75% of eligible wages of trainees or:
(2) 160% of approved wage costs for tax purposes
These and other programs help to increase benefits provided by the Canadian

Government and tip the scales toward unequal competition.
Beyond the ones that I have addressed myself to, which specifically refer to

Federal Grants and Programs, there are Provincial and Communal programs-
in our cape, providing Real Estate, logistic support, road access to the facilities
to be built and deferment of taxes for some 10 years.

This requires personal negotiations as the Provinces are currently Tax
Collector.

Specifically-Mr. Chairman-We are looking at an area that has had high
unemployment and it is only fair that these areas are supporting the industry;
however, that makes for an uneven fight in the market. We are not advocating
fear of competition, but equal opportunity to sell our goods in the market under
equal conditions.

I refer to a recent promise that appeared in the news that the Canadians have
stopped, and will further stop, subsidizing of fishing boats by October, 1978, which
really amounts only to a drop in a bucket because, by the Treasury's own state-
ment, we are looking only at an impact of 1% or so.

If we built our factory in 1976, which -would have have been completed in
1977, and let me state of my own knowledge, that there have been factories estab-
lished since then by U.S. owned, as well as Canadian owned interests in that
Provincial area of New Brunswick, Nova Scotia. The benefits derived through
not having to write off plant and equipment over long periods of time because
of capital grants and favorable loans presents in itself a single largest benefit
to any Corporation.

To illustrate briefly how these figures impact a product price, I submit the
following detail :

(A) Factory for the production of Herring products as well as the processing
of Groundfish with an overall construction cost of $4,000,000, compromises, in
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this case, 96% of capital Investment in buildings, machinery and equipment and
4% in land improvements and certain other start-up expenses:
Building -------------------------------------------------------- $450,000
Machinery and equipment ---------------------------------- 3,410,000

Total --------------------------------------------- 3,860,000
Land improvement and other ------------------------------------- 140, 000

Total investment ------------------------------------ 4, 000, 000

Writeoff period:
Building-25 years ------------------------------------- 450,000
Machinery and equipment-10 years ----------------------- 3,410, 000

Depreciation writeoff:
Building ----------------------------------------------- 18, 000
Machinery and equipment --------------------------------- 341,000

Total depreciation ----------------------------------------- 359,000
Following the example, and assuming a total grant value not to exceed 70%,

which is conservative, we would have been ahead by $251,300 per year. This does
not consider any faster method of depreciation permitted under any of the
classes according to the Income Tax Act of Canada.

'raking the example one step further, we will find that an average capacity
of 200,000 pounds of Oroundfsh per week for 30 weeks per year, aside from
Herring, amounts to 6.000,000 pounds in the round, of which again an average
(if 1,830,000 pounds finished products would be produced. The subsidy then
amounts to 13.7 cents per pound.

It would, however, be totally incorrect to credit the whole amount against
Groundfish, and I, therefore, submit, in fairness, that 10 cents represents at
least an indirect subsidy. Again to only use the example, we are talking about a
10% subsidy.

That, Mr. Chairman, is the point. We really are looking at an original subsidy
situation, however, in the magnitude of a 13% rather than the 1% as suggested
by the Treasury Department because other addtional subsidies not specifically
mentioned (transportation, etc.) will raise the percentage.

A promise, then, to end subsidies at any point during 1978, still Is generating
benefits as outlined above, for many years to come.

I submit copy of the Fisheries Council of Canada Bulletin dated June, 1978,
which speaks for itself on the same matter.

In conclusion then, Mr. Chairman, I hope that these comments will help your
decision to recommend to the full senate reinstatement of the countervailing duty
in the better interest of the United States economy and to create a better socio-
economic environment for the fishermen and processors that provide the labor
dollars and taxes that keep our people employed in an industry historically second
rated over agriculture and other factions of the economic cycle.

THE STRANGE CASE OF TEE U.S. COUNTERVAILING DUTY ON CANADIAN
FIsH PRO"UOTS

No one really thought the United States countervail legislation was meant to
apply to Canadian fishery products. After all Canada is and has been for genera-
tions one of the chief suppliers of frozen fish products to the huge U.S. market.
But not the only one by any means---our products compete with those from the
Scandinavian countries, Europe, South America, Japan, Korea and many others.

Canada is also one of the biggest, if not the biggest, market for U.S. fishery
exports-last year $101 million-shrimp, tuna, lobster but also ground fish-the
subject of the countervail. Our tariffs are generally lower than U.S. ones on
fish products.

How could it happen? The U.S. has maintained legislation which permits
anyone to file a petition to U.S. Treasury if they believe a bounty or grant (sub-
sidy) is being paid to producers of a product which is exported to the U.S. In
the case of products which have an important tariff (like groundfish fillets) it
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isn't even necessary to show that the subsidy has an adverse effect on anyone in
the U.S.-only that there is a subsidy.

This strange situation is a bone of contention with the U.S.'s other major
trading partners at the GATT negotiations now taking place in Geneva. Hope-
fully U.S. will agree to change it and come into line with the rest of the GATT
members.

There was'no secret that the Canadian groundfish industry has been receiving
subsidies over the past few years. They were instituted as a rescue option for
an industry which is of vital economic importance to Atlantic Canada-an in-
dustry which was beset by a combination of extraordinary problems-declining
catches and rising unit costs as a result of excessive foreign fishing off our coasts;
declining prices and consumption as a result of the 1974-76 food recession; esca-
lating costs of fishing and processing as a result of the spectacular inflation of
petroleum prices. But that program had been much reduced and in fact will end
altogether this year.

So, of course, the United States Treasury Department, having received a
petition had to conclude that the subsidy had been being paid. They estimated
it at 5% on frozen groundfish products. They also used the discretion available
in the U.S. legislation-to waive the imposition of the duty on the basis that the
subsidy has been reduced substantially or is to be eliminated and that the imposi-
tion of the duty could jeopardize the present international trade negotiations.

Now we have the ludicrous situation of some U.S. congressmen petitioning to
have the waiver revoked. It is puzzling to Canadians to hear U.S. politicians ex-
press concern about the possible separation of Quebec because they feel an
economically or politically weakened Canada is not in the U.S. interest and
then to have other U.S. politicians-or perhaps the same ones-attack programs
which are designed to maintain or provide strength to the Atlantic Provinces
which lack some of the economic advantages of other parts of Canada.

Let's hope that the American usual good sense and concern for fair play will
prevail.

Senator HATHAWAY. Mr. Olsen?
Mr. Os.N. Thank you, Mr. Chairman.

STATEMENT OF NORMAN IL OILEN, JR., EXECUTIVE DIRECTOR
MAINE FISHERMAN'S COOPERATIVE ASSOCIATION, INC.

Mr. OLSEN. My name is Norman Olsen and I am executive director
of the Maine Fishermen's Cooperative Association. We represent 258
fishermen and processors operating 118 boats all over the Gulf of
Maine and Georges Bank. They used to operate in Canada, but they
cannot do that anymore.

As usual, being the last speaker, a lot of people have taken what I
was going to say, but I will just jump around some.

I notice that Mr. Berger had talked to Walter Carter, the Minister
of Fisheries in Newfoundland. I was up in Newfoundland last week
and Mr. Carter did not seem to express any fears of losing any share
of the American block market, or anything. He was more worried
about expanding their share of the European market and expanding
the Canadian consumption of fish, because he did not figure that that
was anywhere near what it should be.

He did not express any fear to me that they were going to get
kicked out of the American market and I think that in view of the
drastically reduced quotas and allocations we have got it would be
ludicrous to think that the American fisherman is going to supply all
the needs for the American markets within the next decade.

We also went on to the-about the vessel subsidies. I have to agree
with Mr. Schnauck that we do not have any fishermen in Maine that are
even considering going into the Federal programs because the terms
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in the commercial market are much better and far less stringent, as far
as we can operate the vessel, and that sort of thing.

But what I came down to say, essentially, was that we have fish
dealers in Maine who laugh at us when we talk about selling them
domestic fish. They will out and out, laugh and roll on the floor, and
that sort of thing, and we ask them why, and they say, well, you want
$2 a pound for your scallops and we can get them packaged, fresh
frozen, fresh, an way you want them, in 5-, 10-, 20-pound containers
out of Newfoundlandand Nova Scotia for $1.65 a pound.

Now there is a serious problem there, because the boats are getting
paid plenty in Newfoundland, and somewhere in there that margin is
being added on by the Federal Government.

As far as the indirect subsidies go, we see an awful lot different situ-
ation in Maine than some of these other people because we are right in
the southern terminus of the Portland-Yarmouth -Nova Scotia ferry.
For 5 years, the Lion Ferry Co. did everything it could to keep the
trucks off that ferry, because truck drivers do not gamble quite as much
as the rest do and they do not bring as much revenue as buses.

This year-and this is well documented-the Canadian National
Marine, the seagoing arm of the Canadian National Railroad, put in
a second ferry service to Portland, Maine, for the express purpose of
bringing fish trucks across, and they worked so strong to bring that.
across that they agreed to give Lion Ferry, a private firm, half of
their passenger revenues, simply so that they could put a second serv-
ice, and it is expressly for trucks. The carrier is designed for trucks,
and that is all it carries.

So there are an awful lot of things going on here.
Recently, as I say, I was up in Newfoundland. I talked to Len

Cowley, who is the Federal regional representative in Newfoundland,
and I talked to Walter Carter, the Newfoundland fisheries head. Now,
from the figures I have heard here, obviously 1 percent does not amount
to much. Well, Mr. Carter and Mr. Cowley both told me that the Fed-
cral Government in Ottawa feels that the Federal Government gives
Newfoundland a loan, specifically for its fishing industry, $300 million
a year, and the provincial people agreed with that. The reason I was
at the conference was to find out how that money should be allocated
and who should be doing it. There is a bitter, nationalistic controversy
up in Newfoundland.

But they both agreed, they are getting $300 million a year for New-
foundland alone, and that supports a fishing industry that effectively
runs 3 months.

At the same time I was there I was able to go talk to fishermen and
talk to a small, medium-sized processor. That small processor handles
200,000 pounds of codfish a da and can turn out 50,000 pounds of
frozen blocks of codfish every day for the market. He can load a 40-
foot reefer every day. Every reefer goes to New England. They drive
12 hours to the ferry, they arc 7 hours on the ferry, they drive the entire
length of Nova Scotia, they get on the other ferry and they can drive
to Boston, New York, and Baltimore and undercut our price.

Now, under what we have always been told about price, that would
seem reasonable, because we are always told that Newfoundlanders get
1, or 2, or 3 cents a pound for their codfish. Well, they are getting 13
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cents, which is a substantial amount when a 26-foot boat can land
2,000 pounds of cod twice a day.

One of the fisherman just before we got there landed 100,000 pound
of codfish in a single day at 13 cents. So the people of the Maritimes
are not exactly going broke-at least not during the fishing season.
As soon as the fishing season is over they all go on the dole, on the
public welfare-a situation which Mr. Carter and Mr. Cowley both
agreed was great and direct support of the Newfoundland fishing
industry, and it was there for no other reason.

So the situation there is not quite what we have been led to believe.
Senator HATHAWAY. Are you contending that there are some sub-

sidy items that are not taken into consideration?
Mr. OLSEN. That is right. Their welfare system in Newfoundland

is a direct result of the seasonal nature of their fishing industry. That
is all there is in Newfoundland. Anybody who has been there knows
it. There is no processing, that is manufacturing. There are a couple of
shipyards, but that is it, and that is a direct subsidy to keep that
fishing industry going.

The plant I was telling you about employs about 110 people per
shift, and they run 24 hours a day in the summer, and the rest of the
time they live on welfare. They operate only 3 months and yet they
are able to turn out 50,000 pounds a day.

In addition, this same processor grinds up the bones, fish skins,
and other things that we would normally throw away or use for
lobster bait, grinds them into a muddy pulp and then ships it to
Puerto Rican for human consumption. They just developed a huge
market and just built a 100- by 50-foot building just to house that
operation.

So they have quite a lot going within the United States and its other
territories.

I have brought along three documents here that I would like to
point out, too. We got these in Canada-sources of financial assistance
for the commercial fisheries in Canada. As you can see, it is three
pages long, and under a couple of them, like the vessel subsidy, that
sort of thing, are these little asterisks and they say, it goes along and
it says they are inactive at present. It does hot say they havebeen
canceled-they are just inactive at present. I think that is quite a
lot different than eliminating a subsi dy program.

Because of the existence of excess capacity in the industry at this
time, it is inactive at present as far as the fisheries are concerned. The
other one is in abeyance at the present. That one in abeyance is for
the construction of plants and upgrading of processing and storage
facilities, icemakers and everything.

We have one icemaker on *the entire southern coast of Maine, and
that is not even on the waterfront. We have to truck our ice around
the coast. There is a serious situation there.

I also have a copy of what they call the Salt-Fish Act, a public
corporation set up by the Canadian Government, and just to excerpt
a couple of quick paragraphs: "The Corporation is established for
the purpose of improving the earnings of primary producers of cured
salt fish by curing fish and trading in and marketing cured fish and
the byproducts of fish, and in addition to the powers", et cetera, et
cetera.
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Then it goes on: "The President and the officers and employees of
the corporation shall be deemed to be employed in the public trust,"
et cetera, et cetera, and they are authorized to establish branches or
employ agents in Canada or elsewhere to carry out this act.

Then they go on-what they have done is they have given a monop-
oly to a government corporation:
Except in accordance with the terms and conditions set forth in any license that
may be issued by the corporation on their behalf, no person other than the cor-
poration or an agent of the corporation shall export from Canada any cured fish
or the byproducts of fish curing.

And under here, duties and powers of the corporation-
The corporation has the exclusive right to trade in and to market cured fish

and byproducts of fish in Inter-provincial and export trade and so exercise that
right, either by itself or by its agents, with the objects of (a) marketing cured
fish and the byproducts of fish curing in an orderly manner;
which would certainly help the market situation-

(b) Increasing returns to fishermen; and (c) promoting international markets
for, and increasing interprovincial and export trade in cured fish and the by-
products of fish curing.

Now, to me, that is a pretty darned direct subsidy. There is also
allocation for financing-

Senator HATHAWAY. This one was not taken into consideration by
the Treasury?

Mr. OLsEN. I am not sure. It has been so long-
Senator HATHAWAY. But you, too, are going to go over, with Treas-

ury, and compare which ones they did take into consideration?
Mr. OLsFN. I have been over to see Mr. Self before, and he wasn't

very enthusiastic about what we were talking about.
Senator HATHAWAY. Well, the committee would like to see the list

of comparison of items when you get through discussing them with
them, which ones you agree and which ones you do not agree on.

Mr. OLSEN. There is just one more thing here that I would like to
show, that we have been promised the world, so to speak, by the
Canadians, that they are going to eliminate all of these subsidies and
everything. Here is a document that just came out in November 1977.
It was called the "Joint Provincial Fisheries Development."

Now, I already said that Newfoundland, alone, is getting $300 mil-
lion each year, by their own testimony, and they also say that it is
directly for the fishing industry. This is a document by the Provinces
calling for the Federal Government to invest another $900 million in
upgrading and replacing the fleet during the next 10 years.

N ow, somewhere the promises are not coming out, because the Fed-
eral Government is still pumping that $300 million in. According to
Mr. Carter and Mr. Cowley, they are not considering cutting it. Now
the Provinces are calling for $900 million more.

I honestly do not see the Ottawa government absolutely shutting
off everything, the way they are talking.

The other thing I wouldlike to point out is like Mr. Schnauck has
said, and others. The injury to the American fishermen does not stop
when the subsidy stops. If you consider that a normal boat mortgage
is 10 years and that the Canadian fisherman, because of the subsidy,
can pay it off in 3 years, then that injury is going to continue to an
American fisherman for 7 years. And the way boat prices are going, it
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is hurting. Some of our fishermen are paying $5,000 and $6,000 a month
on boat payments. But they are trying to get into the offshore fishery
where the regional councils, and everybody, would like to see them
go-you know, the offshore herring fishery which has some surplus
demand.

So we are working. We are trying to get along with regulation
where we are being drastically cut back. We are at a point now of
1,000 pounds of codfish per week. At 20 cents, that is not much money
for a 60- or 70-foot boat.

And yet we are constantly being told the Canadians are going to do
this and going to do that. And it strikes me as really ridiculous in
that they can promise the world like that and then we are just going
to back down and let them have it.

Thank you.
Senator HATHAWAY. Thank you very much, Mr. Olsen. Can we have

those documents for the record?
Mr. OLSEN. Yes.
Senator HATIHAW.kY. Thank you I would appreciate it.
[The following was subsequently supplied for the record. Oral

testimony continues on p. 102.]
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SALTFISH ACT LOI SUR LE POISSON SALE

7SR.C 197Q chap 37 (1" Supp.)
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I171I Ace Pea di perm4tm A IOt51cc do pteetuevrw a ea.
tyrstimts n ,C.u do ta ima let. As jom"Uar cs conse
ptett eas lee modehUa qod peat pese ts. ielOer Ina
mtesentedo Fcmeee,

e) 1 jusc' IA remborsomeat do pdu continue A
Ois pee ue blsqee m I pmeemeol d rntet see ors.

hi) I msee dise ptda A rOffs.
2) L'se ble da m act.& me remboereb t a mto. i -,
mulem qteccqtt1s.

) empte per lO1s e orertil do rablea l1),
as

Sb) pid pee I meclse des Ftssu e en de

to d6w pas deposit din mtllecix4 dollars.

PARTlE li

COall CON ILTATIP
1141) La gesumeec et ctow" dat nommr us Coraled
coesalu aom mm d'eplsqlur mcmisth donerue

t ddelotad pe jet t tttn toesplo tire pteedt de C-
Coeitd'oOvccc Tea doe l mots d am tx doe M e lo t
repetd.csu dns pkheeus.

() Chec des mumbts do Coete cosltatT cot 15.4. at
teemedl poet the ptecdtd moe deycoseet pee * i ms souate it
Toa. partinte mmbrtes nomms i I'onlpt.. inq detemen
"te nmt pose clatmt smeet tiny 4d1V9i11 Aci cetetRid
pt qua to ans.
1)) Ut metmhm de ComwIet tommtlt at A TrcxiPeeu %--ut
de w smweode. suscetible ddi flommosd do nteesoee

1941) Lomeiestcaltsfaaret wterstttetlasmc Li Ce..
par an. A sine tp s axie pa Is presienitds6Contd mseitsKI-
auttets dpacyas lamis pee AIt cli commadcccntrict roeos wo e Its
questions Mlaues s o nete de poesche pflpaert o des
wo-ptod t der Is prdptrttio do pstoot. qw te sone
dfttter pee se Coetud cc yes mime scaevles pee It Conedl

121 Les mumtmes di CenitS cccccleatif 5Wsfltt tutece £a-
do TO1er pow eats services ta remuedtu ets rtcs w a
qua A it Igwlo twrmtr on oomh. toe

PARTM It
RiGLEMEDcTATION 0SA COMMEKE INTIRPROVINCIAL

ET DS COMMERCE D'IPORTATION

20 A In prsenc Patns tobA.-

nue. deeameprtmtMpentdP"i t

kwm-predcet qu ome products dl tm pirm"e

i1 1) Sasf te c onfotitn des modahlt ecdtqteh dae ca
eOull lotnce qa poet dte dletk pat Ice I eUNt fm.c
teethe leer tt1 qua I0'IMw tu u meelaial do
I'Odm ft dot a,,c.

1l opLct from Cemata say red Is at tw hy- ab mtsolrcerda Can ead pxestwptp ocs
predett of fish eertm. t, e-preae do Is yrpe ta d Poet.
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&161 Chap. 37 Po'tpot jlt

() tood wvo y or s7:1 from ?aspaug protm b) nv~vra Lnpioroer d urmt t nt F4rsp asia A
to anwthor t p ,ro.y j sromat ow to any othr pro.. it" atn p co"nso poo.ptnt uu a tn autr pnvas .
irt. taytoed Osh or ;w by-produuattf Ashoonii, do Ptop p ar o doseno o IJe d ]a prip-rino

dapo ,sn.
tc) eI p~rt~lp~ttj Ipsovont, evoatto rot cottyan~cor
cimaio to i ontss.,oun ooowdo she povot. an cted
ash ot th ly-prtl .s A( Is c tnnj; or

(d) ICU or boy. o 3 o b llo bo Crid sk at I heby-piodicu of Ash *'unq| wwal is a par.apoun8
pnnn. ro diroliy 1n sooth. paitiopaoog ptoanin of
aiy other pnoeor s otot Camodsa.

It-to- (2) The lw may. rt ohs puses ss ltad otic. make
WNtm 1o hy~toot provsidop tor the soo of tastecom by thn Corporao

to uoe ad ptotloha
8 shot rm of and Lho tms toads-

0000t to sot inoth toI sash bstoas.
PRo"tos al. Ths Otooro as Coooill may. by meatatlooft oumps

from the sppttaoaa of an ot any of ohe prviomi or 0
Pan. eah cosoasollosy ot omnordttioailly o aitthor to
pain? tronm n or sfo t - d potdl. aoy wsi ot a sn a.

ifddn roMa anp dom of ted Uof anoy by-

al dis onme peov- pnwipant. rcvor p.r ls
IransWpaCtoe hOn o o14 eMAn do ["An pt tasn on det
sout~ren oIospetpoeouvndo pnotn. to
d) vtdee o, acholtr. o toovca do en4r o4
dtcheor do ptno peopled ow dot 5tttprnsdwtt Ceo
prepaion s ds paion so trotvanet dit one peauvt
pstattttatto pownesohemrttas attn pronto. parts.
tpitsoan W% an hoom do CoatdsL

12) La Coneld pat. o i s dle o polto -n cko. dnalhr too otta
edjtemeomia adroatnorofa pettaoyset Is ddilttenoa do lo,- da
mer pa I'Ok tot prososot 3 a fot o do bue a its

ton modsts donans y flSwer
21. Loit MVtn Allan cot? plas pot er fdgsAM. AIompser RIsonnoa
do rawb on do ton o parta doa tuoipuoa do I
prtnt Pas. ronde oatolemnt os "a, i d'ao tios
tndotk to pon u snA soml WUL oft s ota du

one peenn prttip oo antn c'aio do ponsoa prt-
psol an ant sans-odot Co to ptpotot daI puswoo

DWis s Pews ir Corfatos omit so ptonvnhs do rotes
me. rflittt S"ahrhis. thit tCo yar d*oa s. 224t1 Sowrtlerondetalaatmiitrl fOflarotenxclo c

. I*rtte t"Ain and to rs-aw s ahSii thilj- do poaas his aootmeattao. s rachat oto toa ott do4,
_ rodM 5i tnn eioaialad upontoradeiand potq pripard it a s nuspMslto do to prodyarea d

of.w" iil t thMgo . 'tba il orit t ot sent .Ith poto dal to tomotse aalerptnitcaial en to aom mn
got... .. . d'eaportnoa : d oum a divot. st par lao-ns so par is aaa"

mandates. n tt r.i -

N (s) marttr ne"d Rih zrd ihv by-prodl of Ash

2t , Z Z sJl n ,,rlws to o.r , Ao?

tot pr na-tj inoItA aamrsr,, and .omo ins
pootn d W export Lado as. rad ol and ohe tsp.

prloducu or AA €'urnl+

Coosn (2) Al cotd lab and th hy-pnduca, or Ast curie
oe prodocod by a lohertosn at a petdaae iso aretaspo.9oOa province tat am ofo aP sodard of qaohoy to be spoed to

she, arytes soda soetiao 21 with ths, pbrnspaaatg
province iut? thi oretd by she faloitin or the
pedrot tasb to the Cotpaeaoiao toe dopaosat to aw.
p Calodaot wooxpott cok shot be bOnlts by the Corpara-
ss frnm th laltoos or the pmdmt "p mucl wrmns
and conadisood fA ( k pcso s oy I aoid upoe by
Ot Co orai mald t aheo A the produce ubjec
saoy aglachatne rot paymoosro coswabh &Ad

operated 17 IM caPONa" porenoun to tolos 24.

M ."or 42) The Cn AWtta sl dentmit dt form it wtIih*
ca Ill ad te by-prduts of Ash o ote bauaghn by as
poso"M w tais seooolm s w s safh Bdol ar y
n00 O cum 0 be ho tet any piosg i1 or ptepstado
tot ash" tha t am oesassay. snd dhe Caooow
shah moth. is jeodau at x sto lsn md pans ad is
goot m~at in e opAo ad ban ahot th siata-s
meso (he hnto- oatot a sabatciao (l

p'- 24. The Cofpaotiaoi may dcnotp. ull and opoeso
Orn thoenoo of poymet rot ash mod inwng snd ro tod hAl

and theo by-pradaata of Ash rotng h by a ptttnnaott
thi Pan this apr d for oh botk

a) a oYnt U(aIIIoI A Mipolenorpayments, mad

a) do commeeciatonr k paso pdpt I he ns-
peodao" do a. y tpsratn do pam "'u rdoon or-
d w;

hil (oaotsle to sneapans npkaheon.en
) ouete to moebh atettrtoe"Noao 00 po dwa -i.
-~ en s oos-prodwits do to petpaeittoo do potinae en
d'M acotlo I comme" imteatacial en k emoms
4"tpaorttoo.

(It Tot tpogrnoppattaoos.w Inoos-p hdotdotIa tI.s
preyaanson ds patsa prodaot par n piaew ao us
poduseor dons Vs pronto. partoldpano doa to sosme do
qralisil rot cnta i l at q CatI die spkde dams *PL4
rstenel orse t tans do seltict 22 is Ia proi son
ponlapasitd toi ioIeta 0 tios It l a inote
produr i d e ut l to #-. daj dosWc u

sohont do pdahee nos di prndeooaen par roffi san too
modolods i pea t pr doe wavnetenet ro. As It
pt-hoo An to ptntlaawot. ans edoot do ao plas do
paitmoss opplal thlt I a on a pe roe. to
oatarmi do rtitics 24.
4lA Lvfto d eti In form dons laqoot I oaa ors s-
pelpaot at ton soo-pradanit do ha pedA asLon do pma A-os
scheh por tL on oaformiti ds folloot arttic. toot
aamotaaiaiNs oIt amo ostee ns taes ai anotem
SMA - ,p'nd1 oa, ti toitomet p at o m qea enoone
noasooimn en ropi s aiom mnootone us pndaits anu

miceas Us nbpts h iaso yvarapaphe l0t.
24 LOfn Pent moU IV p ori t 5i 5 go 0i0otvlal no-ow
des plasodo pamaintdoF pan atitadpano Ip*otynatS
do poass at do poesaoa pipat el des soasprnduts do to
petpars*ah do pootaa Khred par l aoradmoaItM A ta
prone rinse. ped"mna t ran. toa fmotie ot in dts
sti m n ilitoIni

at

at
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SaI~loimr~t Iii

f'1,IS ore"sn0.rofore"oopooforocued Alo mod ho by.
pr oor o Ash ronoo ooootd'At m w oproo.o of Po
8omL. otohmr roorrroly 0 m nMilon t so t hn& or
rnpon whrle the Asb oo menl curing or he by pro-
ductsot sh i"no were pmoaloud oro rMrtmon to the
quhtIy of the cured Ih or byoruducks of Amh ¢unol r
on -h olher bass U The CoWyeodoo domoto ppropo.
ai,

Agreoemmlm topm¢Ito Psrlilpotan
.oe, N11 e 1417s10o. -prOnnMI 00 re41 hat lionmoo ap-

Vis mamas say of the frotliom proons rmly. Ne..
Osodmad. Nooo S os. New Brunsw. Pne Edward

ml Wand od Qembec
PFneem. M Wa ohe Apperedm of thr Govrom, mA Cooa one

Minister ay. on bebsd of t o nerraros" of Coods
*ntr Womm a armen wotth the goWmeRoMa of MAY
pro to ww w his o co e oppin prometlior far

Cseids of isuoa opmrun sid esmabishmmw optron
of the Coepo"oo md of aip law iin rrid by te
Govr r [oeom of Canada as a nlls of ohe opmrmouoo of
.be Copon oo.
b) mme performance by ohe Coroso. on behalf Of

rhm pmvuoff. of runcaom AdsunI 05a ismrmoLActud wed,
La coed sh sLd mhe by-prdtiia of U cmri.

(c) ohm Uadenakio by ohm prrn of mraqlvaao
for mim papyls. ro owner o hey pia oroqoopna
eed iaa on& Promng or olhrrnme pirp ero a rated
Ash and the by-produa of Abh cuttn for ameank of
C"Pcn"k fr any suc plant of .q,.a,,t that w

Or may be rmeoned meddant by mam of ayp opera-
oom aoutonao-d 0o be care out by toe Corporao o
"der this P&, and

W such o4h eastern as may be speed apan by ohe
Mintr and oh generemoar of the prcnnus.

AdonitrrlOto
26.1) The GCoeroor sCoutcl my da 1soo ally qualified
Perian as as insp"ooor for ohm poaopowe orf ohm Pam.

(a) eaw ay plan or prmas that he renaaabp
belees n balm; used to mooe pacb. Primes or peepare
aleed Lb or h babpondocta Of Ad oming* for Miniet or
sopmna or amy vth. Wedr. vemL raileay aow or
aircaftthat be risn ebly bar e bcni d ma salop
or cony coied AA or te by-prdorrs of e-mni; for

4bi ope ayoooaom faend thira or eamine amp
thimna lad theam o tha he reasonably beieves ont
may cred As or ohe by-proemto. of ls 0€00* and aik
mampiaheof; aim

(o0 eosmone op bool& shoppie bills. tt of tading.
inos or other dooooicama or paopli tha t on noisbl
rnds he beoerts ontain any ooformaioaa relevant is
oLmeoefocimemr of this PAR &ad mask copie thereof r
cxair aherfrom.

ChAp. 37 5%

b.) !4 mist aII cormmun do rmnas',l c 14 "nia doho., etpart ees s roe.p .d em ;. rfi.o,e.,m do

footomo ro =mmnm la gello do Compnrl Lmmu. m
am nkfitol. so rlauooa A la mofe Ou ahIht03ion dasa
laqoolcs Ie Poooon a moobo Ia poepoocoorq to dorms oaqoo
Ina aomm-yroduas om Is proopsostion #6 -i00 amt c-,#
Petit ons. ait rdUnmen t I q t du M.m oen pr lr*
o, del Ov-pod- d Is propaihon Jk p"mom. oo sir
lorat mim ban quo Mik m oauoe approprodl

Accords do pslo' wipom
2S10 Am pttaia isorpe.trtmos A oqeaqvLe o peino .roo..omm
irodeeappiq dts a,S rue Jet proves mmmolmooo. 6l WvC
Larm. Trme-o.I leotooouooejrato. w .Ot
t.rik flb-d-Pnrte-Edosuard c is Quebea a"ima.ea.

(2) La bdosUrs P0 0. pour 0 tooomt da Sorrneooao do arso
Cada. mom rmpPobano di fouvereor so cod.i coa- 4 ,4 P -
don avome Io oerneamL dorl promote A laqmla 3m P
pordlm anode mappliqeon us acord provoyt

a)lI Pairngmsoutris pe orrrat aleoooeremoodnd
Can$ad dm6poom iniiakes de'splooo *a vi Wil-
kbdhenmot do lO-s al de Wvso "Lan subla Pe Is

7r--,,or d Caada per suite o s oiovna dod-

blroena per lOrk, poo W co mp da im promnes.
6a foooooo lsauvra ma €mamet o I rndimut de Ia
provide. dm poommos as em sous-prooiu do )a
pripumoacado Potation:
a) Is coad l" d'aoines Pm Is pro bea n we do
pamim m" dma indamm d aropeodoaoi do loot oMa

is oastrorms n o u ates rare, de "laroros do pa
moo pripidn a do oom-produa de Ia pripsreaton d
poatisoe pow W mucobe. kbqomon t loL so oft em a
a an ml maul dnfontnOl a peuvomi derenir r.
ntm dm ree daceoodo quo Is petuir Paun soowoooa
1 0kn I otor; mm
d) les e n questions don oo Mirhlsi al t gountrr-

Applatis
2611) LA fua|owvr on ronsrJ p om d4r4o r cause par- Ieprn.
ma qar i too d'inspeceo slUS to 4e Os peters4
PAne.

(2) Uo oraipmtmo Po. Ahsom momemo raeiorhblm. maw-a

a) eron ios moollis a aocd sn1qJ a des roiooas
da 00m qa'd sa n rmmapao rembala. Is
raofrmau aao as M eront do posaf ~ a rado
sos-prodmo d Os prinparmos dm polite pow I ma.
od o por roptid-un oo n entr dats t l ovhtbk,
mere eeorqm. momm ava t. wa do e choml d fee ao
ermaef. rql'd c die riatoee l aeon qes 'e ron A
fmmydtoleat as am transport do poemmapmtpo on ado
tmr-prods" o s Ppa tIon do po oe Posr 0 mae-
t;
b) omt ton mmieso qol my totae o tmmrmeme
Wo chose qw my trev's. bnqe'd a don noas deo rame
qm'o a noemem do Peomaton prtlpt a do moe-pro.
dum do o aneoos dl Pcnion. md pass 4019-ie
damsioaillof; Let
C) mlmsoer ouls. kvroonnasetmeaa fravnes (copi-
dotmo, 1facturesa 0o r domenos On pacs qu
dmaprits a qool coml ria snbbemn. €oentanrnt ds
Porarmant pIlmoi paor re€o o dom po Prttes
Parn imo pirrodot dms cooroia dem emorsoos.

34-705 0 - 78 - 7



94

511. e04. 37 polton Jost

-dd¢oniglouno alm -;coto 4nd o rttorjnt aly pieo.
' ' p~m, , crCU~lv~ey;I,",. : " rla in $0,mr itio {20 14A . if

to tq-rtd. -c..o - ,NC," t.to tha peorst in chtrSt
thotnof

3(4 ITtfo,,roo %n , chrollof anmy piac.pnnmome
1 a,01 Owley~ohll elit".oio 't honow t 12) and evey

p-son found Le.inl s c li t imsaopo ioo ta.enabl
as.asnreowrhpoeor to iable lt inspector to on7 ot
hi. dutie d "!Cj1iO mr,* thi Pan and no.1 furnish
him wth such infoatioun wilh ropen to the ltmnontswo
o. oa this Pan an he may reasonaly require

.274) Wl never in Aip cwt hlu o on naso"ablo
moundo tha aoy provitoa f ot, Pon ha.t been vio1ud h

may moo and det..n the tared di and the by-products of
tat oonog by motas a( f rt uno. to which h tresnably

toiinp the onuc wa Ceo tmmitted.

Mon. (2) Any utid i or the tr-prduoct (Bb ou€unt usd
and detailed pusuanmt to st'ohantit (I) shall A be he.
woord aften

(a) to the "an. oflan oo~sitor. the prontoons of this
Pat in hav bn comied it h. or
(b) the txpuoto of ninety dayt frommt dit or

aonl hWron that ur proclwndto hoe boon itoutumtd 6n
respoct ( theo nouoo, to whch event tnt .ood, ma b
dottod unil ho;podings are IlAnahpconlud,

nat,... (3) Who, a perion hoe bots co-clu od a oooltioo of
any proviion of thi Pan. any cured fth on the by-podutu
0o dit CLaS by Means o" Of tA nIann to Which the
olIom was commtted ao. upon the cotvtoon, in aidton
to any tally imtpotld. for/teand to Hon tlimojpt f such
fOrfitomt a directed by the coma.

Itopiitw (4) TheGovnorinoComd mny mankereglatiot
(a) nnooaosij the dateohion of cured lob and the by-
prodocts of ot curing tad undor thes onoo and for
prneotnt oo ofrgluad.ng he cured d and 1w by-
poodocw to donumd. and
(b) epictini h deioMtuoo or curt bob aad the br-
prodwat of dsh con rforfoeited a da the ootioo

0noa llt) N o[ p, tllhat! lthooo r honda'as imtaattoi to th
of imwai caryi g ot of hts dom or runousot under thit Pa

Fam 121 Nopa sohai mak a fota or maooadi tatmentt
ither orally tote nI to so topatton 08 lrd in
coarr int ha datt, on rn ath Pamn.

Ofteat an Pitoto

p 29.(t) vaLoy pono.* who. or whom omployea on AWL
no anoy prnotdao of thi Panea alhy of

(a) as iltediculi of n said i toabt to .mprioowl
for tmo yer n or
(hIab lo) oaot o atna cooon

Palofe I2I

(ti Ln tulo ut do11 4I pouio d', tnltlol j .,.
n,,mAlsl)At+ b litrel X',ipectfur €t, CA cmrlml ., n 1 C4 4t -hstt o o bhatulc mntouns 3u PatA.nntt-). lot. %'a oo

/n nt9 ttt tuouItenn, l ottotl i I oto .nlt.tdo ttWbt

t4t to ypndett~w 00 to pooe oat/tnh don Let. o.oA
local m k(hmuto mremtiole am PjrljrP?'c (2). cc wor~ 1 1pfo onno ql a troam,. "nnot ma wet moUi. a,, oe '"

nab 0.1 iota pvo A l'intrntour pour lot prmttrl
doooerat not IoMo% to rorKUott on tont 4

t
o 1o pottnfel

'ltmoe at .o fornaa oan qua on.n roppiauoo to t
pritne Par'.to mntajenu q'd p ut r oonnabo-
m Ant ooIor,
(I7) C hqo quu Atprcnt-a o jaut moos do a.

ooto q' y a oo onortvgnuoo A unt dspositoon do To
ptinlen Patio. a poet Stursoo ottootar to Potteo ptdpan otat
sus-ptodot do a prdparuoe du pono.ot qut d(tytto qod
oo r anabemcni on. dutC nnt no tdton tnn Cd

I'1nstrvrrent dt t cntr a vention.

(2) Tott pontoo pripeord et to soot-pooduot do I leo ,o,
podpanrsob do portion omi et roannas on nonforonm do
ptlnyraphe (I)+ A tln r "v elo ott mioaus

a) dot qua, do tonevi douRthsoea . lto dolptoltoto do
ta ptontc Paro on( tid obto , o
b) h ds I's pUrit d 'un o lld o qildlld -tiolngtu )oUR 1
comper doe s dae do tI similar

Smons q. gonnt tole. dos poollldtn a'oaoo tid engalmf
ntil utMont to caOnavenUot auqui co Ito .aLthdtaa
pooontOtn titt yienojst'I Is i dote pooddlorts

(i) LmKatrno porsonao od 4dt tato ,ompebl tion- Cou.vc ,
tsvnuo II onw depo4looo do Ia poit"tlo Patti. toot
pototin poepaid no loa tooo-produie do to pnts-aroJo da
potoS adoyen doqols od ooncnoWttnent auaquol
Ilno,ouot a I tit omntsc sont. t og a doteatoo do cuyib.
ilr. et n i tt dco to ptopn ipoto. tonliqu os i profi
do Sa Majesut at oetis contcauon cs& odnond par to
Inbuml.

(4 i LSvenoo r 4nn t w noncl peot dtlit detintsmtotn tiosgatmo
a) com onat la ritontm du polls pepart n dot
toot-pod o do to pdpovion di potuoan toooo on Vori
do pnhent tnoolo ott Icooln.oooaim no to potserauaoo do
poaiolm pnipart at des soot-produits am o rotseo$; 01
b) contont Ca dupositi do potoomoo po" es do
toun-poodoots do to pntpeoeo do pottooot Conlosqodito
noonodda pltat anod

28 1) So: n dO.t faIto obotecto b an aOpatoKt dam Ooo-e
roxemann doe doononlo fori-otocs qwi lo too/ie Io pibato r,
Parocilte.O

(2) Nl mo dml fairt. snlnin no par tnt. do d m PI-
pan ram N trontpole lo o aponcot dint relation do de
doo o roe-t qoveo lanonotto pmonm Ptle.

Iohraatlseo at peonot

2a11) Totto peono qat cton ootn de roonployld N Pon
It madaome owlo ,lmnt is Anmn dlaspoioalm do Ia priaole
Porne atoupobta

a) dat OI alienotd at poiblea nM oPOt mcs
do daft ia., noa"

do culpabdild.

p
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Pitt 5IV SLihfiJ

04-,, (2) in jay r, o.'-,q fLr .IM 'IfrVrI Under this pIM. It IScoca (3? Ic p.m cact e c cit iit tchticrwai
€1 cure ml,,*J by7 4in c.'I :,v le* ort ,lc of thtl 3"d.? ],ther

or A," s'c fIpi'nel r ijcml it 'cc¢ula u h.s, h".c,
a r to ticui fa c ih . t"lclc the ..ncu , c tcbhshms.
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SOURCES OF FINANCIAL ASSISTANCE FOR THE COMMERCIAL FISHERIES IN CANADA

A. FEDERAL AGENCIES

1. Department of Fisheries and the Environment:
(a) Fishing Vessel Insurance Program provides low-cost coverage for smaller

fishing craft.
(b) Temporary Assistance Program provides subsidy (currently 1% per lb.

for prime quality) to primary fishing enterprises on sales of groundfish species.'
(W) Rehabilitation Program provides assistance (e.g., 50 percent of cost) for

installation of ice-making and improved off-loading facilities at landing points
where these still are lacking; also provides some incentives for exploratory
fishing operations.

2. Fisheries Prices Support Board:
(a) May provide deficiency payments in cases where substantial declines

occur in port-market prices, or
(b) May purchase fish and fishery products to sustain price level.
(c) Procures fishery products for food-aid purposes.
3. Department of Regional Economic Expansion:
(a) Regional Development Incentives Program (RDIA) provides grants, at

varying proportions of total cost, for construction, expansion or up-grading of
processing and storage facilities.9

(b) Special agreements with provincial governments, under General Develop-
ment Agreement (ODA) Program, for cost sharing in fishery-development
projects.

4. Department of Industry, Trade and Commerce:
(a) Industrial Research & Development Incentives Program (IRDIA).
(b) Program for the Advancement of Industrial Technology (PAIT) provide

assistance ("forgivable" loans, etc.) for technically Innovative investments and
the like-service available to all industries.

5. Department of Finance: (a) Fishery Improvement Loans Program guaran-
tees loans (up to $50,000 at present) through private banking system, for acquisi-
tion of equipment and gear.

6. Federal Business Development Bank: (a) special banking service for small
business and industrial enterprise.

7. Revenue Canada: Taxation, Customs and Excise:
(a) provides rebate of excise tax on diesel fuel used by fishing craft.
(b) provides exemption of import duty on certain items of fishing equipment.

8. Department of Manpower and Immigration: (a) Unemployment Insurance
Program provides coverage for commercial fishermen, either as employees or
(under special regulations) as self-employed-for fishermen and others engaged
in seasonal employment, this program becomes a form of income supplementation.

5. PROVINCIAL AGENCIES
1. Lending Agencies:
(a) Fishermen's Loan Programs provide loans, of various degrees of "softness",

for the construction of vessels and acquisition of certain kinds of equipment, e.g.
engines, winches and navigation and fish-finding apparatus.

(b) Subsidy Programs occasionally provision is made for grants or "bounties"
to encourage purchase of specific items of gear.

2. Industrial Development Agencies: (a) Guaranteed-Loan Programs provide
from time to time guarantees for bank loans for plant construction or expansion.

JOINT PROVINCIAL FsHmzs DEv LoPM NT PRoPOSAL, NovE MBn 1977

PURPOSE

This is a proposal for coperatively utilizing and developing the fishing industry
of Atlantic Canada to the maximum benefit of Canadians and, in particular, the
people of Provinces directly involved.

iThis rogram, introduced in 1975 was designed to support the industry through the
crisis, affecting em really the trade in groundflsh products, into which it fell In 1974.
Originally it included conditional grants for the processing sector as well but these are in
abeyance at present.

I Because of the existence of excess capacity in the industry, this program is inactive
at present as far as the fisheries are concerned.
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INTRODUCTION

The achievements of the Canadian Government in having the 200 mile fisheries
Jurisdiction accepted by the world community has earned tie admiration of all.
The Federal Department of Fisheries has followed on this by developing an effec-
tive surveillance and control system for the zone, and by expanding fisheries re-
search to provide the information for the required resource management.

Given that we now have a good start towards the proper management of the
fisheries resource off our coast, we must now begin to develop the fishing industry
itself, in preparation for the forthcoming opportunities.

As a result of this 200 mile fisheries jurisdiction, Atlantic Canada will have
the opportunity to more than double its current fisheries production within the
next decade. This document is intended to convey the common belief of Provincial
Governments, fishermen and the industry that unless positive action is taken,
our fishing industry will not be able to realize this opportunity. Unless our fishing
industry is rapidly developed, a large part of the potential economic benefits from
our 200 mile zone will be unnecessarily deferred and possibly lost to Canada,
and foreign nations will continue to reap significant benefits from our fisheries
resources.

It is also our collective belief that the required development of the fishing
industry can best be done by the private sector, with strategic assistance from
Government. The past depletion of our resource base has placed the Canadian
fishing industry in such a financial state that it cannot adequately prepare for
these future opportunities by itself. Therefore, specific action by the Government
of Canada and the Proviniclal Governments of the Atlantic Provinces is required,
especially in this transition period during which our stocks are being regenerated.
This proposal will focus on the three areas where this requirement for action is
considered to be most urgent; fleet development, markets, and foreign
arrangements.

The fishing industry is extremely important to the economy of the Eastern
Provinces, however, what is even more relevant to this presentation is that in
some of the Provinces, it is the industry sector with by far the greatest potential
for growth. In these Provinces, none of the other existing industries shows any-
thing close to the potential for more than doubling their production volume during
the next decade. Such an economic base for growth is crucial to support the fight
against the current unemployment crisis in this area. Since most of the potential
increase in fisheries production would be exported, such growth in this industry
would also provide sorely needed relief for Canada's growing trade deficit.

Since the fishing industry Is so very important to the present and future econ-
omies of the Atlantic Provinces, it is the duty and obligation of these Province.;
to ensure that this industry is developed to its full potential. Although both levels
of Government have a role to play in the fisheries, the Provincial Governments
have the primary responsibility to take a position on these matters of common
concern and importance to the economic development in this part of Canada. This
position as set forth herein is also supported by the industry, the fishermen and
shore workers, together with those in related industries and the general public.
It is therefore, our feeling that it will be helpful to the Government of Canada
to have a statement of views on these concerns from the Atlantic Provinces.

THE RESOURCE

We will briefly review current groundflsh resource forecasts since this is the
basis for all other fishing industry projections. However, before proceeding, we
should state our view that a fundamental policy must be that Canadians should
catch and process as much of the future stock quotas as is economically feasible.

The expanding resource potential will come from stock regeneration and
through displacement of foreign effort. In 1977, total groundfish quotas off our
Atlantic Coast amount to 815,500 metric tons, of which Canada's allocation is
425,000 tons or 52 percent of the total. Scientific projections indicate that the
total groundfish catch will exceed one million tons by 1987. Even if foreign ves-
sels continue to catch 25% of the total quotas, this still implies that we have
the potential to more than double our groundfish catch within the next five to
ten years.

It must be emphasized that the above projections are for groundfish only. To
this can be added the pelagic and estuarial finflsh stocks such as herring, mack-
erel and capelin, and also invertebrates such as squid and shrimp.

In the shorter term, there Is the potential for utilizing some stocks for which
we do not have the vessels to harvest, but for which we have spare processing
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plant capacity. Such stocks could be harvested by foreign owned freezer vessels
and landed for processing In Canada under mutually advantageous co-operative
arrangements. We estimate that a significant quantity of fish could be available
for such arrangements in 1978.

The basic (leeision-making on Fisheries resource management establishes the
pattern for development of the entire industry. It Is the strong feeling of the
Atlantic Provinces that there should he a Joint Federal-Provincial consultative
mechanisin developed to enable the Provinces to have an effective input in the
resource management process. It is not the intention of this paper to delve into
specific problems in resource management. However, as an illustration of the
type of problems being encountered; attached are two examples (one from P.E.I.
and one from Newfoundland) which demonstrates the need for greater
consultation.

FLEET DEVELOPMENTT
The development of our fishing fleet Is considered to be one of the most critical

factors in our attaining the potential benefits from the 200 mile zone. These
fleet development needs will be considered in three parts.

The first two parts will deal with just the replacement and modernization of
our inshore and offshore fleets. It is essential to consider both of these com-
ponents of our fleet, since each is an integral part of our fisheries and commur
nity structures.

The priority within this fleet development program must be the replacement
of existing, aging vessels. However, if we do not increase the overall size of the
Canadian fishing fleet, then a significant shortfall will exist between our catching
capacity and the available stocks. The third part of this section will therefore
deal with the fleet development implications of replacing the foreign fishing effort
off our coast.

The separation of the fleet development proposal into these three parts is not
to imply that the actual development should follow in this order or time sequence,
but rather to better describe the current situation and to identify the policy deci-
sions which are required.
(1) Replacement of the Canadian in8hore fleet

The development of our inshore fleet is a key component of this proposal, for
the following reasons.

Essentially all of these smaller vessels are owned by fishermen or small com-
panies, and it is the policy of the Government of Canada, and of the Provincial
Governments, to encourage-and assist small business. In addition, such inshore
vessels require relatively small capital investment and provide energy efficient
means of fishing. Furthermore, the inshore fishery must be strengthened since
it is the primary economic base for the continued existence and future prospects
of most small coastal communities in the Atlantic Provinces.

Inshore vessels will be defined as those under 70 ft. in length. Statistics on the
number of such vessels in the Atlantic Provinces are published by Fisheries and
Environment Canada, and are included in the table below.

Since essentially all of these vessels are of wood construction, it is considered
that at least half of this fleet will have to be replaced within the next decade.
The investment required for such a replacement program is difficult to estimate
because of the variability in the type, size and equipment content of such vessels.
However, average unit replacement costs, and the total replacement costs by
category of vessel, have been projected as displayed in the following table

Average Approx. totalCurrent Number to unit cost Investment
Size of vessel number be replaced (thousands) (millions)

Under 10 tons ------------------------------------- 16,406 8,203 $10 $80
Over 10 tons:

Under 50 ft ------------------------------------ 2,345 1,170 50 GO
50 to 70 ft ..................................... 599 300 400 120

Total ........................................ 19, 350 9,673 .............. 260
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Many of the new vessels will most likely vary to some extent in size and type
from the vessels they replace, however, the above estimate of $260 million is still
considered to be in the Qrder of magnitude of total investment required.

(2) Replacement of the Canadian offshore fleet
Complementary to the inshore part of our fleet, the offshore vessels are re-

quired to harvest those stocks that are not accessible to the inshore fleet. The
offshore fleet is also necessary to maintain the continuous operation of many
fish processing plants, since the vessels in this fleet can fish year-around and
can provide thQ volume of fish needed to keep these plants operating at capacity.

The offshore fleet will be defined as consisting of vessels over 70 ft. in length.
Furthermore, in this proposal we will focus on the groundfish vessels only within
this fleet, since they are of priority concern. However, the same problems of
aging can be foreseen with our other large fishing vessels, such as scallop
draggers. -

The Atlantic offshore groundfish fleet consists of 203 vessels, of which 101 are
side trawlers and 102 are steel stern trawlers. The average age of the side
trawlers is 14 years, and many of the older vessels are rapidly approaching
the end of their competitively serviceable life. Even the newer steel side trawlers
built in the early 1960's are now technically obsolete and considered to be past
their economic life. Adding to this, is that our so-called modern stern trawler
fleet is now approaching an average age of 9 years. What this means Is that un-
less a fleet replacement program is begun immediately, a large. proportion of
our offshore groundfish fleet will be obsolete or unserviceable within 10 years.

As a minimum requirement, the potential of the Eastern Canadian fishing
industry appears to warrant replacement of half of the offshore groundfish
fleet during the next 10 years (i.e., 100 vessels out of the total 203). Replacement
wetfish stern trawlers in the 130 to 170 ft. size range will cost in the average
order of $5 million each, based on construction costs in Canadian yards. The
total investment requiredd for this proposed wetfish trawler replacement and up-
grading program will therefore amount to about $500 million over the next
Decade.

(3) Replacement of the foreign fishing effort
In 1976, the Atlantic Canada groundfish catch amounted to 469,616 tons.

With the recovery of our fisheries stocks, it is considered that a modernized
Canadian inshore and offshore wetfish fleet of the same general size and com-
position as the current fleet could harvest about twice this catch or about one
million tons per year.

However, there would still be groundfish stocks which would not be harvested
by such a fleet. These would include stocks in Northern waters and non-tradi-
tional species such as silver hake. Specific types of vessels, such as freezer
trawlers, are required to harvest such stocks; however, we do not have any
such vessels at the present time and unless we acquire them, this resource will
continue to be allocated to the foreign fleets.

In addition to the above described ground-fish stocks, there are also substantial
pelagic and invertebrate species (e.g., capelin and squid) which are under-
utilized by Canada. For example, the 1977 quota for capelin is 500,000 tons, of
which only 55,000 tons or 11% has been allocated to Canada. It Is projected that
over 800,000 tons of pelagic species, including capelin will be available within

ten years.
If all the stocks which cannot be harvested by our traditional wetfish fleet are

added together, the total would be in the order of three-quarters to one million
tons per year. This projected quota consists for the most part of capelin, mackerel,
squid and silver hake. In other words, if we merely replace our current fleet as

described above, we will only be able to catch about half the total amount of

fisheries resources being harvested off our Atlantic Coast.
The magnitude of the present foreign fishing effort off our coast is illustrated

by the fact that 80 to 150 foreign vessels are now fishing in our zone, at any

given time. Practically all of these vessels are large factory trawlers and their

combined tonnage would be several orders of magnitude larger than the com-

bined tonnage of the whole Canadian Atlantic fishing fleet.
We are not proposing that Canada should acquire an equivalent number of

freezer vessels or that our freezer vessels should be of the same size and type as

those in, the foreign fleets. However, we should be starting to develop some ca-

pability in this area. As described in more detail in the subsequent section on

foreign ventures, we are proposing a gradual transition into new types of fishing
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operations which would minimize possible finanical risks. The proposed approach
is to begin by chartering foreign owned vessels to gain operating and technical
expertise, and to determine optimal designs for Canadian operations. Once this
expertise and experience has been gained, and the economic viability of such
vessels has been proven, then we could gradually begin to acquire such new types
of fishing vessels.

It is considered that investment on such new types of vessels In the order of
$150 million over the next decade would provide for a conservative start to the
development of these new fisheries.
(4) Summary

The total investment required to implement thV proposed fleet replacement and
expansion program over the next ten years is therefore as follows:

Million
Replacement of half the inshore fleet ----------------------------- $260
Replacement of half the offshore wetfish trawler fleet ------------------ 500
New vessels to start replacing foreign fishing effort ------------------- 150

10-year total -------------------------------------------------- 1910
These cost estimates are based on the assumption that all of the vessels would be built

in Canadian yards.
In other words, the proposed fleet development program will require invest-

ments averaging in the order of $90 million per year over the next decade.

MARKETS

In the light of projected increases in Canadian landings, it is essential that
new markets be found. The declaration of 200 mile fisheries jurisdictions by most
coastal states has caused dramatic chnnges In the world fish trading patterns,
some of which are creating opportunities for us while others represent potential
problems.

Our concern relates primarily to our current dependence on the American
market. This market can absorb only a limited increase in Canadian groundfish
production. Further to this, there is concern that the American fishing industry
may be expanding so as to make the U.S. fish market more self-sufficient in
fisheries products.

Our optimism in relation to market opportunities is based on the fact that
overall world fisheries production will most likely decrease as a result of 200 mile
jurisdictions, and that specific opportunities exist within those fishing nations
which are being displaced from major fishing grounds. However, access to many
of these new markets will require aggressive and innovative approaches. We
commend the Canadian fishing industry for their progress in developing coordi-
nated marketing approaches, specifically through their commitment to the
establishment of the Canadian Association of Fish Exporters. However, govern-
ment action is also required to assist industry to develop these new markets.

We submit that aggressive efforts should be taken by Canada to reduce tariff
and other such barriers to our products. In particular, we feel that the tariff on
fishery products entering into countries in Western Europe should be the subject
of intense negotiation.

Access to many other potentially large markets will require innovative ap-
proaches by both industry and government. For example, the Eastern European
Countries offer large export opportunities, however, they are faced with short-
ages of "hard" currency, and in some cases, a surplus of fishing vessels. Co-
operative ventures with such countries would benefit both of us, and would
provide unique means of market penetration. Other types of joint ventures would
be useful for gaining access to complex and unfamiliar markets such as Japan.
We feel that the Federal Government must give due consideration to such innova-
tive marketing approaches.

FOREIGN ARRANGEMENTS

It is our view that the Government of Canada should adopt a receptive attitude
towards foreign arrangements where it is clear that these are mutually advan-
tageous to Canada and to the foreign participants.

There are now many fisheries stocks within our jurisdiction which we cannot
harvest because we lack the necessary technology and markets. Such stocks must
now be allocated to foreign countries, and thereby provide no benefits at all to us.

The cooperative ventures of most benefit to us now would be Interim arrange-
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ments to provide Canada with Immediate access to these non-traditional species
and areas, through the use of such foreign vessels. When suitable Canadian vessels
are acquired, they could then take over the harvesting of these stocks. These
arrangements could take many different forms such as chartering or a simple
contract for landing fish at an agreed price. In any chartering of vessels, the
portion of crew which is Canadian should be rapidly increased each year, com-
mensurate with the experience gained in the operation of such vessels. It is
expected that fully Canadian crewing could be achieved in several years. Irrespec-
tive of the type of arrangement a "schedule of Canadianization" must be estab-
lished for the fishery of these stocks.

In simple terms, although these arrangements may not provide us with all the
potential benefits from these stocks, the alternative is to have no benefits at all.
until we acquire the necessary vessels. There are four key benefits to such
arrangements.

1. They will provide immediate increase in the volume through our processing
plants. The additional employment this will create is especially needed now. The
increase in volume will also improve the financial state of our companies, allow-
Ing them to upgrade their fleets and other facilities.

2. They will be very useful in opening up new markets.
3. They will provide us with additional control over our stocks, especially in

the control of by-catches which are considered to be a major obstacle to the
quick regeneration of our traditional stocks.

4. They will allow us to gain experience and technical knowhow in the opera-
tion of such freezer vessels, at no financial risk. They will also allow us to evaluate
alternative vessel designs, and thereby assist us to determine the best designs for
future Canadian vessels of this type.

It must be emphasized that the proposed foreign arrangements are relatively
short term or interim measures. The long term strategy must be to increase
Canadian investment in our industry, so that it can develop to its full potential.
It is Considered that with Government encouragement in forms such as tax in-
centives, sufficient Canadian capital could be made available for this purpose.

In some cases, controlled foreign investment may be advantageous to Canada
for specific reasons which could include gaining access to markets and tech-
nology transfer. Foreign Investment under such conditions should be given due
consideration.

CONCLUSION

The foregoing refers in some detail to matters of vital concern to the fishing
industry, to the overall economy and to the Provincial Governments of Eastern
Canada.

For consideration purposes, this proposal has focused attention upon the follow-
Ing aspects of the industry: (1) The resource, (2) fleet development, (3) markets,
and (4) foreign arrangements.

It is Intended that the proposal will form the basis for the most serious and
conscientious discussions and negotiations, which will allow and encourage mean-
ingful cooperation between the appropriate industry sector, the Government of
Canada and the Governments of the Atlantic Provinces, and thereby lead to
positive action. With the endorsement resulting from this current initiative, such
cooperative action will allow development of the fishing industry for the benefit
of Canadians and on a scale which became potential as a result of the new 200
mile zone.

It is believed that this proposal sets forth information basic to preparing a
comprehensive development action plan for the Atlantic fishing industry. It is
also recognized that much work remains to be done vn a cooperative basis; how-
ever, there does not appear to be any legitimate reason for delaying immediate
undertakings in several key directions. We would ask that this submission to be
considered in a positive way and, at the very earliest convenient time a response
be given which we would expect to include (a) endorsement of the matters In this
proposal and (b) your suggestions for auctioning matters as appropriate.

Senator HATHAWAY. I want to thank both of you for your testimony,
as well as other witnesses here, and I want to extend my appreciation
to Senator Ribicoff, who allowed me to chair these hearings on this
matter and the hearings will recess now, subject to the call of the
Chair.

Thank you.
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[Thereupon, at 12:05 p.m., the hearings in the above-entitled matter
recessed, to reconvene at the call of the Chair.]

[By direction of the chairman, the following communications were
made a part of the record:]

PREPARED STATEMENT OF SENATOR EDMUND S. MUSKIE

Mr. Chairman, the waiver of countervailing duties on Canadian fish products
is a demoralizing blow to our domestic fishing industry. This unwelcome action
by the Department of the Treasury ignores the fact that Canadian exporters have
succesfully penetrated important domestic markets with the aid of critical subsi-
dies from the Canadian government; and it ignores the fact that Canadian fisher-
men will continue to receive man), of these subsidies, such as government sup-
ported piers, transportation facilities, and vessel construction programs.

Mr. Chairman, this waiver quite simply strengthens Canada's competitive posi-
tion in our domestic markets and discourages the much needed expansion and
modernization of our domestic fishing industry. A recent petition for relief by
the National Fishermen Association and the Point Judith Fishermen's Coopera-
tive, which is currently pending before the Treasury, bears witness to the con-
tinued effectiveness of the Canadian subsidies.

The decision to waive countervailing duties ironically comes at a time when
New England fishermen and processors are being told by the Department of
Commerce to develop new markets, especially for underutilized species. Maine
fishermen tell me that they are ready to compete, but until their government
fosters a fair marketplace for their product, they are destined to failure. They
are Justifiably angered by the contradictory policies of their federal government.
They demand, and they are entitled to legitimate relief.

If we are to achieve the goals set forth in the Fisheries Conservation and
Management Act and if we are to realize the economic benefits of the two-hundred
mile limit, we must see that the domestic fishing industry is given a chance to
complete fairly in our own markets.

Thank you for the opportunity to testify.

STATEMENT OF CONGRESSMAN EDWARD P. BEARD OF RHODE ISLAND

Mr. Chairman, I want to thank you for this opportunity to enter into the
record my views on this most important Resolution.

I represent Rhode Island's second congressional district, a district in which
the commercial fishing industry has been a vital industry for many years. Yet, in
the past decades, Rhode Island fishermen and their New England colleagues
have faced enormous competition from State supported fleets from other nations.
These foreign -fleets vastly depleted the rich fishing grounds off the New England
coast.

The extension of the United States territorial waters to 200 miles started to
alleviate this problem. However, the New England fisherman continues to face a
very serious problem. Namely, the need to compete for United States markets with
Canadian fishermen who receive direct and indirect subsidies from the Canadian
government and certain Provincial governments.

The Canadian subsidy program has not been kept a deep dark secret. Ameri-
cans have known that the program has been going on for years. The program's
goal has apparently been to make Canada the major fishing nation Jn the area.

Within the past year, the Treasury Department officially recognized that the
subsidy program did indeed exist and that Canadian fish products imported into
the United States were subject to countervailing duties equal to the amount of
the subsidies. In true bureaucratic fashion, little action was taken by the De-
partment until July 10, 1978, when the Department announced that it would
waive the collection of the legally collectable countervailing duties.

On what was this decision based? Basically on the Canadian promise to elimi-
nate most of the direct subsidies and on the Treasury Department's fear of of-
fending Canadian trade negotiations at the Multilateral Trade Negotiation in
Geneva, Would it not be more prudent, Mr. Chairman, to base our policy on action a
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rather than promises? Might it not be wise to note that the Canadians have said
very little about the indirect subsidies? Shouldn't the Treasury Department fear
offending United States fishermen at least as much as they fear offending some
Canadian negotiations?

I am not advocating full fledged protectionism. Senate Resolution 483 does not
advocate such protectionism. The resolution merely calls for a countervailing
duty to offset the unfair competitive advantage brought about by the Canadian
subsidy program.

In short, the New England fishermen are simply asking for an equal opportu-
nity to get their products to the marketplace. I can see no reason why our own
government should willfully deny them that opportunity.

Thus, Mr. Chairman, I fully support Senate Resolution 483 and urge its speedy
consideration.

DEPA-RTMENT OF LABOR, OFFICE OF THE SECRETARY, TA-W-2324; LIBERTY

BELLE FISHING CORP., PROVINCETOWN, MASS.

CERTIFICATION REGARDING ELIGIBILrIY TO APPLY FOR WORKER ADJUSTMENT ASSISTANCE

In accordance with Section 223 of the Trade Act of 1974 the Department of
Labor herein presents the results of TA-W-2324: investigation regarding certifi-
cation of eligibilty to apply for worker adjustment assistance as prescribed in
Section 222 of the Act.

The investigation was initiated on September 8, 1977 in response to a worker
petition received on that date which was filed on behalf of workers and former
workers engaged in the catching and landing of various types of commercial
fish at Liberty Belle Fishing Corporation of Provincetown, Massachusetts. The
investigation revealed that Liberty Belle Fishing Corporation owns and operates
the fishing vessel F/V Liberty Belle which is engaged in the catching and landing
of ground and flatfish.

The notice of investigation was published in the Federal Register on October 4,
1977 (42 FR 54031). No public hearing was requested and none was held.

The information upon which the determination was made was obtained
principally from officials of the Liberty Belle Fishing Corporation and its
customers, the U.S. Department of Commerce, the U.S. International Trade
Commission, the National Marine Fisheries Service, industry analysts and
Department files.

In order to make an affirmative determination and issue a certification of eligi-
bility to apply for adjustment assistance, each of the group eligibiilty require-
ments of Section 222 of the Act must be met. It is concluded that all of the
requirements have been met.

During the 1973 to 1976 period the average annual level of imports of fresh
and frozen groundfish and flatfish: whole: blocks and slabs; and fillets was
654,706 pounds. Imports In 1977 were 696,261 pounds. Imports as a percentage of
production increased from 173.4 percent in 1975 to 197.8 percent in 1976 and
declined to 187.8 percent in 1977.

Cod represented the largest percentage of total Provincetown landings in 1977.
Imports of fresh and frozen cod increased from 256,962 pounds in 1975 to 331,044
pounds in 1977. Imports as a percentage of production increased from 379.4
percent in 1975 to 446.5 percent in 1976 and increased to 463.9 percent In 1977.

Imports of edible fish products from Canada increased from 438,206 pounds
in 1975 to 474,015 pounds in 1976 to 478,470 pounds in 1977.

A survey of fish wholesalers served by the Provincetown area indicated that
many had decreased purchases of fish from Previncetown. A number of these
wholesalers purchased Imported Canadian ground and flatfish either directly or
indirectly in 1977.

The wholesalers also indicated that decreasing purchases from Provincetown
were in large measure due to the increased purchases of fresh and frozen
Canadian fish by their customers-fishmarkets, supermarkets, and restaurants.
The Department's investigation revealed that many fish distributors and whole-
salers use the imports of Canadian ground and flatfish leverage in bidding down
the exvessel prices paid to domestic fishermen for the same species of ground and
flatfish.

CONCLUSIONS

After careful review of the facts obtained in the investigation, it is concluded
that increases of imports like or directly competitive with the ground and flatfish
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caught and landed by the F/V Liberty Belle owned by Liberty Belle Fishing
Corporation of Provincetown, Massachusetts contributed importantly to the
decrease in production and to the separation of workers from that firm. In ac-
cordance with the provisions of the Act, I make the following certification:

"All workers of Liberty Belle Fishing Corporation of Provincetown, Massachu-
setts who became totally or partially separated from employment on or after
August 27, 1976 are eligible to apply for adjustment assistance under Title II
Chapter 2 of the Trade Act of 1974."

Signed at Washington, D.C., this 2d day of June 198.
JAMES F. TAYLOR,

Director, Offlce of Management,
Adminietratlon, and Planning.

DEPARTMENT OF LABOR, OFFICE or THE SECRETARY, TA-W-2895; F/V SHIRLEY
AND ROLAND, PROVINCETOWN, MASS.

CERTIFICATION REGARDING ELIGIBILITY TO APPLY FOR WORKER ADJUSTMENT
ASSISTANCE

In accordance with Section 223 of the Trade Act of 1974 the Department of
Labor herein presents the results of TA-IV-2395: investigation regarding certifi-
cation of eligibility to apply for worker adjustment assistance as prescribed in
Section 222 of the Act.

The investigation was initiated on September 23, 1977 in response to a worker
petition received on September 23, 1977, which was filed on behalf of workers and
former workers engaged in the catching and landing of ground and flatfish
abroad the F/V Shirley and Roland of Provincetown, Massachusetts.

The notice of investigation was published in the Federal Register on Octo-
ber 14, 1977 (42 FR 55316). No public hearing was requested and none was
held.

The Information upon which the determination was made was obtained prin-
cipally from officials of the F/V Shirley and Roland, Its customers, the U.S.
Department of Commerce, the U.S. International Trade Commission, the Na-
tional Marine Fisheries Service, industry analysts and Department files.

In order to make an affirmative determination and Issue a certification of
eligibility to apply for adjustment assistance, each of the group eligibility re-
quirements of Section 222 of the Act must be met. It Is concluded that all of
the requirements have been met.

During the 1973 to 1976 period the average annual level of imports of fresh
and frozen groundfish and flatfish: whole; blocks and slabs; and fillets was
654,706 pounds. Imports in 1977 were 696,261 pounds. Imports as a percentage of
production increased from 173.4 percent In 1975 to 197.8 percent in 1976 and
declined to 187.8 percent in 1977.

Cod represented the largest percentage of total Provincetown landings In 1977.
Imports of fresh and frozen cod increased from 256,962 pounds in 1975 to 331,044
pounds in 1977. Imports as a percentage of production Increased from 379.4
percent in 1975 to 446.5 percent in 1976 and increased to 463.9 percent In 1977.

Imports of edible fish products from Canada increased from 438,206 pounds
in 1975 to 474,015 pounds in 1976 to 478,470 pounds in 1977.

A survey of fish wholesalers served by the Provincetown area indicated that
many had decreased purchases of fish from Provincetown. A number of these
wholesalers purchased imported Canadian ground and flatfish either directly or
indirectly in 1977.

The wholesalers also indicated that decreasing purchases from Provincetown
were in large measure due to the increased purchases of fresh and frozen
Canadian fish by their customers-fishmarkets, supermarkets, and restaurants.
The Department's investigation revealed that many fish distributors and whole-
salers use the imports of Canadian ground and flatfish as leverage in bidding
down the exvessel prices paid to domestic fishermen for the same species of
ground and flatfish.

CONCLUSION

After careful review of the facts obtained in the Investigation, it is con-
cluded that increases of Imports like or directly competitive with the ground and
flatfish caught and landed by the F/V Shirley and Roland of Provincetown,
Massachusetts contributed Importantly to the decrease In sales and production
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and to the separation of workers from that vessel. In accordance with the pro-
visions of the Act, I make the following certification:

"All workers of the F/V Shirley and Roland of Provincetown, Massachusetts
who became totally or partially separated from employment on or after Septem-
ber 16, 1976 are eligible to apply for adjustment assistance under Title II,
Chapter 2 of the Trade Act of 1974."

Signed at Washington, D.C., this 31st day of May 1978.
JAMES F. TAYLOR,

Director, Offce ol Management,
Administration, and Planning.

DEPARTMENT OF LABOR, OFFICE OF THE SECRETARY, TA-W-2480; F/V JOHNNY 0.,

PROVINCETOWN, MASS.

CERTIFICATION REGARDING ELIGIBILITY TO APPLY FOR WORKER ADJUSTMENT ASSISTANCE

In accordance with Section 223 of the Trade Act of 1974 the Department of
Labor herein presents the results of TA-W-2430: investigation regarding cer-
tification of eligibility to apply for worker adjustment assistance as prescribed in
Section 222 of the Act.

The investigation was initiated on October 6, 1977 in response to a worker
petition received on September 30, 1977 which was filed on behalf of fishermen
and former fishermen catching fish for the F/V Johnny 0., Provincetown,
Massachusetts.

The Notice of Investigation was published in the Federal Register on Octo-
ber 25, 177 (42 FR 56375). No public hearing was requested and none was held.

The information upon which the determination was made was obtained
principally from the owner of the F/V Johnny 0., his customers, the U.S. Depart-
inent of Commerce, the U.S. International Trade Commission, industry analysts
and Department files.

In order to make an affirmative determination and issue a certification of
eligibility to apply for adjustment assistance, each of the group eligibility require-
ments of Section 222 of the Act must be met. It is concluded that all of the
requirements have been met.

During the 1973 to 1976 period the average annual level of imports of fresh
and frozen groundfish and flatfish: whole: blocks and slabs; and fillets was
654,706 pounds. Imports in 1977 were 696,261 pounds. Imports as a percentage
of production increased from 173.4 percent in 1975 to 197.8 percent in 1976 and
declined to 187.8 percent in 1977.

Cod represented the largest percentage of total Provincetown landings in
1977. Imports of fresh and frozen cod increased from 256,962 pounds in 1975 to
331,044 pounds in 1977. Imports as a percentage of production increased from
379.4 percent in 1975 to 446.5 percent in 1976 and increased to 463.9 percent in
1977.

Imports of edible fish products from Canada increased from 438,206 pounds in
1975 to 474,015 pounds in 1976 to 478,470 pounds In 1977.

A survey of fish wholesalers served by the Provincetown area indicated that
many had decreased purchases of fish from Provincetown. A number of these
wholesalers purchased imported Canadian ground and flatfish either directly or
indirectly in 1977.

The wholesalers also indicated that decreasing purchases from Provincetown
were in large measure due to the increased purchases of fresh and frozen
Canadian fish by their customers--fishmarkets, supermarkets, and restaurants.
The Department's investigation revealed that many fish distributors and whole-
salers use the imports of Canadian ground and flatfish as leverage in bidding
down the exvessel prices paid to domestic fishermen for the same species of
ground and flatfish.

CONCLUSION

After careful review of the facts obtained in the investigation, I conclude that
increases of imports like or directly competitive with groundflsh and flatfish
caught by the F/V Johnny 0., Provincetown, Massachusetts contributed Im-
portantly to the decline in sales and employment related to the catching of fish
aboard that vessel. In accordance with the provisions of the Act, I make the
following certification:
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"All workers of the F/V Johnny 0., Provincetown, Massachusetts who became
totally or partially separated from employment on or after September 20, 1976
are eligible to apply for adjustment assistance under Title II, Chapter 2 of the
Trade Act of 1974."

Signed at Washington, D.C., this 23rd day of May 1978.
HARRY J. GILMAN,

Acting Director, Office of Foreign Economic Research.

DEPARTMENT OF LABOR, OFFICE OF THE SECRETARY, TA-W-2431; F/V MEMO,

PROVINCETOWN, MASS.

CERTIFICATION REGARDING ELIGIBILITY TO APPLY FOR WORKER ADJUSTMENT ASSISTANCE

In accordance with Section 223 of the Trade Act of 1974 the Department of
Labor herein presents the results of TA-W--2431: investigation regarding cer-
tification of eligibility to apply for worker adjustment assistance as prescrbled in
Section 222 of the Act.

Th investigation was initiated on October 6, 1977 In response to a worker
petition received on September 80, 1977 which was filed on behalf of fishermen and
former fishermen catching scallops and fish for the F/V Memco, Provincetown,
Massachusetts.

The Notice of Investigation was published in the Federal Register on Octo-
ber 25, 1977 (42 FR 56375). No public hearing was requested and none was held.

The information upon which the determination was made was obtained prin-
cipally from the owner of the F/V Memco, his customers, the U.S. Department
of Commerce, the U.S. International Trade Commission, industry analysts and
Department files.

In order to make an affirmative determination and Issue a certification of
eligibility to apply for adjustment assistance, rcach of the group eligibility re-
quirements of Section 222 of the Act must be met. It is concluded that all of the
requirements have been met.

During the 1973 to 1976 period the average annual level of imports of fresh
and frozen groundfish and flatfish: whole; blocks and slabs; and fillets was
654,706 pounds. Imports in 1977 were 696,261 pounds. Imports as a percentage
of production increased from 173.4 percent in 1975 to 197.8 percent in 1976 and
declined to 187.8 percent in 1977:.

Imports of scallop meat increased from 19,737 pounds in 1975 to 25,253 pounds
in 1976. Imports increased from 19,812 pounds in the first nine months of 1976
to 23,001 pounds in the first nine months of 1977. Imports of scallop meat as a per-
centage of production decreased from 150.9 percent in 1975 to 104.2 percent in
1976.

Cod represented the largest percentage of total Provincetown landings in 1977.
Imports of fresh and frozen cod increased from 256,962 pounds in 1975 to 381,044
pounds in 1977. Imports as a percentage of production increased from 379.4 per-
cent in 1975 to 446.5 percent in 1976 and increased to 463.9 percent in 1977.

Imports of edible fish products from Canada increased from 438,206 pounds in
1975 to 474,015 pounds in 1976 to 478,470 pounds in 1977.

A survey of fish wholesalers served by the Provincetown area indicated that
many had decreased purchases of fish from Provincetown. A number of these
wholesalers purchased imported Canadian groundfish, flatfish, and scallops either
directly or indirectly in 1977.

The wholesalers also indicated that decreasing purchases from Provincetown
were in large measure due to the increased purchases of fresh and frozen
Canadian fish and scallops by their customers-fishmarkets, supermarkets, and
restaurants. The Department's investigation revealed that many fish distributors
and wholesalers use the imports of Canadian groundfish, flatfish, and scallops as
leverage in bidding down the exvessel prices paid to domestic fishermen for the
same species of groundfish, flatfish, and scallops.

CONCLUSION

After careful review of the facts obtained in the investigation, I conclude that
increases of imports of articles like or directly competitive with scallops, ground-
fish, and flatfish caught by the F/V Memco, Provincetown, Massachusetts con-
tributed importantly to the decline in sales and employment related to the catch-
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ing of fish aboard that vessel. In accordance with the provisions of the Act, I
make the following certification:

"All workers of the F/V Memco, Provincetown, Massachusetts who became
totally or partially separated from employment on or after September 20, 1976
are eligible to apply for adjustment assistance under Title II, Chapter 2 of the
Trade Act of 1974."

Signed at Washington, D.C. this 25th day of May 1978.
HARRY J. GILMAN,

Acting Director, Otffce of Foreign Economic Research.

DEPARTMENT OF LABOR, OFFICE OF THE SECRETARY, TA-W-2475; F/V LEONA
LOUISE, PROVINCETOWN, MASS.

CERTIFICATION REGARDING ELIGIBILITY TO APPLY FOR WORKER ADJUSTMENT
ASSISTANCE

In accordance with Section 223 of the Trade Act of 1974 the Department of
Labor herein presents the results of TA-W-2475: investigation regarding cer-
tification of eligibility to apply for worker adjustment assistance as prescribed
in Section 222 of the Act.

The investigation was initiated on October 17, 1977 In response to a worker
petition received on October 4, 1977 which was filed on behalf of fishermen and
former fishermen catching fish for the F/V Leona Louise, Provincetown,
Massachusetts.

The Notice of Investigation was published in the Federal Register on Novem-
ber 8, 1977 (42 FR 52810). No public hearing was requested and none was held.

The information upon which the determination was made was obtained prin-
cipally from the owner of the F/V Leona Louise, his customers, the U.S. Depart-
ment of Commerce, the U.S. International Trade Commission, industry analysts
and Department files.

In order to make an affirmative determination and issue a certification of eli-
gibility to apply for adjustment assistance, each of the group eligibility 'equire-
ments of Section 222 of the Lkct must be met. It is concluded that all of the re-
quirements have been met.

During the 1973 to 1976 period the average annual level of imports of fresh
and frozen groundfish and flatfish: whole; blocks and slabs; and fillets was 654,706
pounds. Imports in 1977 were 696,261 pounds. Imports as a percentage of produc-
tion increased from 173.4 percent in 1975 to 197.8 percent in 1976 and declined
to 187.8 percent in 1977.

Cod represented the largest percentage of total Provincetown landings in 1977.
Imports of fresh and frozen cod increased from 256,962 pounds in 1975 to 331,044
pounds in 1977. Imports as a percentage of production increased from 379.4
percent in 1975 to 446.5 percent in 1976 and increased to 463.9 percent in 1977.

Imports of edible fish products from Canada increased from 438,206 pounds
in 1975 to 474,015 pounds in 1976 to 478,470 pounds in 1977.

A survey of fish wholesalers served by the Provincetown area indicated that
many had decreased purchases of fish from Provincetown. A number of these
wholesalers purchased imported Canadian ground and flatfish either directly or
indirectly in 1977.

The wholesalers also indicated that decreasing purchases from Provincetown
were in large measure due to the increased purchases of fresh and frozen
Canadian fish by their customers--fishmarkets, supermarkets, and restaurants.
The Department's investigation revealed that many fish distributors and whole-
salers use the imports of Canadian ground and flatfish as leverage in bidding
down the exvessel prices paid to domestic fishermen for the same species of
ground and flatfish.

OONOLUSION

After careful review of the facts obtained in the investigation, I conclude
that increases of imports of articles like or directly competitive with groundfish
and flatfish caught by the F/V Leona Louise, Provincetown, Massachusetts
contributed Importantly to the decline in sales and employment related to tha
catching of fish aboard that vessel. In accordance with the provisions of the Act,
I make the following certification:

"All workers of the F/V Leona Louise, Provincetown, Massachusetts who
became totally or partially separated from employment on or after September 20,
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1976 are eligible to apply for adjustment assistance under Title II, Chapter 2
of the Trade Act of 1974."

Signed at Washington, D.C., this 31st day of May 1978.
JAMES F. TAYLOR,

Director, Oce of Management,
Administration, and Planning.

DEPARTMENT OF LABOR, OFFICE OF THE SECRETARY, TA-W-2534; F/V JENNIFR
AND AARON, PROVINCETOWN, MASS.

CERTIFICATION REGARDING ELIGIBILITY TO APPLY FOR WORKER ADJUSTMENT
ASSISTANCE

In accordance with Section 223 of the Trade Act of 1974 the Department of
Labor herein presents the results of TA-W-2534: Investigation regarding certifi-
cation of eligibility to apply for worker adjustment assistance as prescribed in
Section 222 of the Act.

The investigation was initiated on October 31, 1977. in response to a worker
petition received on October 25, 1977 which was filed on behalf of fishermen and
former fishermen catching fish for the F/V Jennifer and Aaron, Provincetown,
Massachusetts.

The Notice of Investigation was published In the Federal Register on Novem-
ber 15, 1977 (42 FR 59131). No public hearing was requested and none was held.

The information upon which the determination was made was obtained prin-
cipally from the owner of the F/V Jennifer and Aaron, his customers, the U.S.
Department of Commerce, the U.S. International Trade Commission, Industry
analysts and Department files.

In order to make an affirmative determination and issue a certification of
eligibility to apply for adjustment assistance, each of the group eligibility require-
ments of Section 222 of the Act must be met. It is concluded that all of the re-
quirements have been met.

During the 1973 to 1976 period the average annual level of imports of fresh
and frozen groundfish and flatfish: whole; blocks and slabs; and fillets was
654,706 pounds. Imports In 1977 were 696,261 pounds. Imports as a percentage of
production increased from 173.4 percent in 1975 to 197.8 percent in 1976 and
declined to 187.8 percent in 1977.

Cod represented the largest percentage of total Provincetown landings in 1977.
Imports of fresh and frozen cod increased from 256,962 pounds in 1975 to 331,044
pounds in 1977. Imports as a percentage of production increased from 379.4
percent in 1975 to 446.5 percent in 1976 and increased to 463.9 percent In 1977.

Imports of edible fish products from Canada increased from 438,206 pounds
in 1975 to 474.015 pounds in 1976 to 478,470 pounds in 1977.

A survey of fish wholesalers served by the Provincetown area indicated that
many had'decreased purchases of fish from Provincetown. A number of these
wholesalers purchased imported Canadian ground and flatfish either directly or
indirectly in 1977.

The wholesalers also indicated that decreasing purchases from Provincetown
were in large measure due to the increased purchases of fresh and frozen
Canadian fish by their customers--fishmarkets. supermarkets. and restaurants..
The Department's investigation revealed that many fish distributors and whole-
salers use the imports of Canadian ground and flatfish as leverage in bidding
down the exvessel prices paid to domestic fishermen for the same species of
ground and flatfish.

CONCLUSION

After careful review of the facts obtained in the investigation, I conclude that
increases of imports of articles like or directly competitive with groundflsh and
flatfish caught by the F/V Jennifer and Aaron. Provincetown. Massachusetts
contributed importantly to the decline in sales and employment related to the
catching of fish aboard that vessel. In accordance with the provisions of the
Act. I make the following certiflcaton:

"All workers of the F/V Jennifer and Aaron, Provincetown, Massachusetts
who became totally or partially separated from employment on or after October
20. 1976 are eligible to apply for adjustment assistance under Title II, Chapter
2 of the Trade Act of 1974."

Signed at Washington, D.C., this 23rd day of May 1078.
HARRY J. GnILxA,

Acting Director, 0-0-of Foreign Eoonomio Researoh.
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DEPARTMENT OF LABOR, OFFrCE OF THE SECRETARY, TA-W-2536; F/V MICHAEL
ANN, PovxNcETowN, MASS.

CERTUICATION REGARDING ELIGIBILITY TO APPLY FOR WORKER ADJUSTMENT
ASSISTANCE

In accordance with Section 223 of the Trade Act of 1974 the Department of
Labor herein presents the results of TA-W-2536: investigation regarding certifi-
cation of eligibility to apply for worker adjustment assistance as prescribed in
Section 222 of the Act.

The investigation was initiated on October 31, 1977 in response to a worker
petition received on October 25, 1977 which was filed on behalf of fishermen and
former fishermen catching fish for the F/V Michael Ann, Provincetown,
Massachusetts.

The Notice of Investigation was published in the Federal Register on Novem-
l er 15, 1977 (42 FR 59131). No public hearing was requested and none was
held.

The information upon which the determination was made was obtained princi-
pally from the owner of the F/V Michael Ann, his customers, the U.S. Depart-
ment of Commerce, the U.S. International Trade Commission, industry analysts
and Department files.

In order to make an affirmative determination and issue a certification of
eligibility to apply for adjustment assistance, each of the group eligibility
requirements of Section 222 of the Act must be met. It is concluded that all
of the requirements have been met.

During the 1073 to 1976 period the average annual level of imports of fresh
and frozen groundfish and flatfish: whole; blocks and slabs; and fillets was
654,706 pounds. Imports in 1977 were 696,261 pounds. Imports as a percentage of
production increased from 173.4 percent in 1975 to 197.8 percent in 1976 and
declined to 187.8 percent In 1977.

Cod represented the largest percentage of total Provincetown landings in
1977. Imports of fresh and frozen cod increased from 256,962 pounds In 197.5 to
331,044 pounds in 1977. Imports as a percentage of production increased from
370.4 percent in 1975 to 446.5 percent in 1976 and increased to 463.9 percent in
1977.

Imports of edible fish products from Canada increased from 438,206 pounds in
1975 to 474,016 pounds in 1976 to 478,470 pounds in 1977.

A survey of fish wholesalers served by the Provincetown area indicated that
many had decreased purchases of fish from Provincetown. A number of these
wholesalers purchased imported Canadian ground and flatfish either directly
or indirectly in 1977.

The wholesalers also indicated that decreasing purchases from Provincetown
were in large measure due to the increased purchases of fresh and frozen Cana-
dian fish by their customers--fishmarkets, supermarkets, and restaurants. The
Department's investigation revealed that many fish distributors and wholesaler i
use the imports of Canadian ground and flatfish as leverage in bidding down the
exvessel prices paid to domestic fishermen for the same species of ground and
flatfish.

CONCLUSION

After careful review of the facts obtained in the investigation, I conclude that
increases of imports of artleles like or directly competitive with groundfish and
flatfish caught by the F/V Michael Ann, Provincetown, Massarhusetts contributed
importantly to the decline in sales and employment related to the catching of
fish aboard that vessel. In accordance with the provisions of the Act, I make
the following certification:

"All workers of the F/V Michael Ann, Provincetown, Massachusetts who be-
came totally or partially separated from employment on or after October 19,
1976 are eligible to apply for adjustment assistance under Title II, Chapter 2 of
the Trade Act of 1974."

Signed at Washington, D.C., this 28rd day of May 1978.
HARRY J. GILMAN,

Acting Director, Office of Foreign Economic Research.

34-705 0 - 8 - 8
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DEPARTMENT OF LABOR, OFFICE OF THE SECRETARY, TA-W-2851; F/V ZERDA,
PROVINCETOWN, MASS.

CERTIFICATION REGARDING ELIGIBILITY TO APPLY FOR WORKER ADJUSTMENT
ASSISTANCE

In accordance with Section 223 of the Trade Act of 1974 the Department of
Labor herein presents the results of TA-W-2851 : investigation regarding certifi-
cation of eligibility to apply for worker adjustment assistance as prescribed in
Section 222 of the Act.

The investigation was initiated on January 4, 1978 in response to a worker
petition received on December 14, 1977 which was filed on behalf of fishermen and
former fishermen catching scallops for the F/V Zerda, Provincetown,
Massachusetts.

The Notice of Investigation was published in the Federal Register on Janu-
ary 27, 1978 (43 FR 3777). No public hearing was requested and none was held.

The information upon which the determination was made was obtained princi-
pally from the owner of the F/V Zerda, his customers, the U.S. Department of
Commerce, the U.S. International Trade Commission, industry analysts and De-
partment files.

In order to make an affirmative determination and issue a certification of eligi-
Idlity to apply for adjustment assistance, each of the group eligibility require-
ments of Section 222 of the Act must be met. The investigation has revealed that
all of the requirements hnve been met.

Imports of scallop meat increased from 19,737 pounds in 1975 to 25,253 pounds
in 1976. Imports increased from 19,812 pounds in the first three quarters of 1976
to 23,001 pounds in the first three quarters of 1977. Imports of scallop meat as
a percentage of production decreased from 150.9 percent in 1975 to 104.2 percent
in 1976.

Imports of edible fish products from Canada increased from 438,206 pounds In
1975 to 474,015 pounds in 1976 to 478,470 pounds in 1977.

A survey of fish wholesalers served by the Provincetown area indicated that
many had decreased purchases of scallops from Provincetown. A number of these
wholesalers purchased imported Canadian scallops either directly or indirectly In
1977.

The wholesalers also indicated that decreasing purchases from Provincetown
were 'n large measure due to the increased purchases of fresh and frozen Cana-
dian scallops by their customers-flshmarkets, supermarkets, and restaurants.
The Departmeent's investigation revealed that many fish distributors and whole-
salers use the imports of Canadian scallops as leverage in bidding down the
exvessel prices paid to domestic fishermen for the same species of scallops.

CONCLUSION

After careful review of the facts obtained in the investigation, I conclude that
Increases of imports of articles like or directly competitive with scallops caught
by the F/V Zerda, Provincetown, Massachusetts contributed importantly to the
decline in sales and employment related to the catching of scallops aboard that
vessel. In accordance with the provisions of the Act, I make the following
certification:

-All workers of the F/V Zerda, Provincetown, Massachusetts who became
totally or partially separated from employment on or after December 13, 1976
are eligible to apply for adjustment assistance under Title II, Chapter 2 of the
Trade Act of 1974."

Signed at Washingtoni D.C., this 9th day of June 1978.
HARRY J. GILMAN,

Acting Director, Ofice of Foreign Economic Re8earch.



APPENDIX

MATERIAL SUBMITrED FOR THE RECORD BY SENATOR HATHAWAY

CHAPTER 3-COUNTEVAILUNG DUTEs

SEC. 331. AMENDMENTS TO SECTIONS 303 AND 516 OF THE TARIFF
ACT OF 1930.

(a) Section 303 of the Tariff Act of 1930 (19 U.S.C. sec. 1303) is amended to
read as follows:
"SEC. 303. COUNTERVAILING DUTIES.

"(a) LEvY OF COUNTERVAILING DUTIES.-(1) Whenever any country, depend-
ency, colony, province, or other political subdivision of government, person,
partnership, association, cartel, or corporation, shall pay or bestow, directly or
indirectly, any bounty or grant upon the manufacture or production or export of
any article or merchandise manufactured or produced in such country, depend-
ency, colony, province, or other political subdivision of government, then upon
the importation of such article or merchandise into the United States, whether
the same shall be imported directly from the country of production or otherwise,
and whether such article or merchandise is imported in the same condition as
when exported from the country of production or has been changed in condition
by remanufacture or otherwise, there shall be levied and paid, in all such cases,
in addition to any duties otherwise imposed, a duty equal to the net amount of
such bounty or grant, however the same be paid or bestowed.

"(2) In the case of any imported article or merchandise which is free of duty,
duties may be imposed under this section only if there is an affirmative deter-
mination by the Commission under subsection (b) (1) ; except that such a deter-
mination shall not be required unless a determination of injury is required by
the international obligations of the United States.

"(3) In the case of any imported article or merchandise as to which the Sec-
retary of the Treasury (hereafter in this section referred to as the 'Secretary')
has not determined whether or not any bounty or grant is being paid or
bestowed-

"(A) upon the filing of a petition by any person setting forth his belief
that a bounty or grant is being paid or bestowed, and the reasons therefor,
or

"(B) whenever the Secretary concludes, from information presented to
him or to any person to whom authority under this section has been dele-
gated, that a formal investigation is warranted into the question of whether
a bounty or grant is being paid or bestowed,

the Secretary shall initiate a formal investigation to determine whether or not
any bounty or grant is being paid or bestowed and shall publish in the Federal
Register notice of the initiation of such investigation.

"(4) Within six months from the date on which a petition is filed under para-
graph (3) (A) or on which notice is published of an investigation initiated under
paragraph (3) (B), the Secretary shall make a preliminary determination, and
within twelve months from such date shall make a final determination, as to
whether or not any bounty or grant is being paid or bestowed.

"(5) The Secretary shall from time to time ascertain and determine, or
estimate, the net amount of each such bounty or grant, and shall declare the net
amount so determined or estimated.

"(6) The Secretary shall make all regulations he deems necessary for the
identification of articles and merchandise subject to duties under this section
and for the assessment and collection of such duties. All determinations by the
Secretary under this section, and all determinations by the Commission under

(111)
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subsection (b) (1), (whether affirmative or negative) shall be published in the
Federal Register.

"(b) INJURY DETERMINATIONS WITH RESPECT TO DUTY-FREE MERCHANDISE;
SUSPENSION OF LIqUIDATION.-(1) Whenever the Secretary makes a final deter-
mination under subsection (a) that a bounty or grant is being paid or bestowed
with respect to any article or merchandise which is free of duty and a determi-
nation by the Commission is required under subsection (a) (2), he shall-

"(A) so advise the Commission, and the Commission shall determine
within three months thereafter, and after such investigation as it deems
necessary, whether an industry in the United States is being or is likely to
be injured, or is prevented from being established, by reason of the importa-
tion of such article or merchandise into the United States; and the Com-
mission shall notify the Secretary of its determination; and

"(B) require, under such regulations as he may prescribe, the suspension
of liquidation as to such article or merchandise entered, or withdrawn from
warehouse, for consumption on or after the date of the publication in the
Federal Register of his final determination under subsection (a), and such
suspension of liquidation shall continue until the further order of the Sec-
retary or until he has made public an order as provided for in paragraph
(3).

"(2) For the purposes of this subsection, the Commission shall be deemed to
have made an affirmative determination if the commissioners voting are evenly
divided as to whether its determination should be in the affirmative or in the
negative.

"(3) If the determination of the Commission under paragraph (1) (A) is in
the affirmative, the Secretary shall make public an order directing the assessment
and collection of duties in the amount of such bounty or grant as is from time to
time ascertained and determined, or estimated, under subsection (a).

"(c) APPLICATION OF AFFIRMATIVE DETERMINATION.-An affirmative final deter-
mination by the Secretary under subsection (a) with respect to any imported
article or merchandise shall apply with respect to articles entered, or withdrawn
from warehouse, for consumption on or after the date of the publication in the
Federal Register of such determination. In the case of any imported article or
merchandise which is free of duty, so long as a finding of injury is required by
the International obligations of the United States, the preceding sentence shall
apply only if the Commission makes an affirmative determination of injury
under subsection (b) (1).

"(d) TEMPORARY PROvIsION WHILE NEGOTIATIONs ARtE IN PnocEss.-(1) It is
the sens, of the Congress that the President, to the extent practicable and con-
sistent with United States interest, seek through negotiations the establishment
of internationally agreed rules and procedures governing the use of subsidies
(and other export incentives) and the application of countervailing duties.

"(2) If, after seeking information and advice from such agencies as he may
deem appropriate, the Secretary of the Treasury determines, at any time during
the four-year period beginning on the date of the enactment of the Trade Act of
1974, that-

"(A) adequate steps have been taken to reduce substantially or eliminate
during such period the adverse effect of a bounty or grant which he has
determined is being paid or bestowed with respect to any article or mer-
chandise;

"(B) there is a reasonable prospect that, under section 102 of the Trade
Act of 1974, successful trade agreements will be entered into with foreign
countries or instrumentalities providing for the reduction or elimination of
barriers to or other dIstortions of international trade; and

"(C) the imposition of the additional duty under this section with respect
to such article or merchandise would be likely to seriously Jeopardize the
satisfactory completion of such negotiations;

the Imposition of the additional duty under this section with respect to such
article or merchandise shall not be required during the remainder of such four-
year period. This paragraph shall not apply with respect to any case involving
non-rubber footwear pending on the date of the enactment of the Trade Act of
1974 until and unless agreements which temporize imports of non-rubber footwear
become effective.

"(3) The determination of the Secretary under paragraph (2) may be revoked
by him, in his discretion, at any time, and any determination made under such
paragraph shall be revoked whenever the basis supporting such determination no
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longer exists. The additional duty provided under this section shall apply with
respect to any affected articles or merchandise entered, or withdrawn from ware-
house, for consumption on or after the date of publication of any revocation under
this subsection in the Federal Register.

"(e) REPORTS TO CONOGERS.-(1) Whenever the Secretary makes a determina-
tion under subsection (d) (2) with respect to any article or merchandise, he shall
promptly transmit to the House of Representatives and the Senate a document
setting forth the determination, together with his reasons therefor.

"(2) If, at any time after the document referred to in paragraph (1) is deliv-
ered to the House of Representatives and the Senate, either the House or the
Senate adopts, by an affirmative vote of a majority of those present and voting in
that House, a resolution of disapproval under the procedures set forth in section
152, then such determination under subsection (d) (2) with respect to such article
or merchandise shall have no force or effect beginning with the day after the date
of the adoption of such resolution of disapproval, and the additional duty pro-
vided under this section with respect to such article or merchandise shall apply
with respect to articles or merchandise entered, or withdrawn from warehouse,
for consumption on or after such day.".

SENATE RESOLUTION 483---A RESOLUTION TO DISAPPROVE WAIVER OF THE COUNTER-
VAILING DUTY ON CERTAIN ITEMS OF GOVERNMENT SUBSIDIZED FISH IMPORTED
FROM CANADA

Mr. HATHAWAY (for himself, Mr. Muskie, Mr. McIntyre. Mr. Brooke, Mr.
Durkin, Mr. Kennedy, and Mr. Pell) submitted the following resolution, which
was referred to the Committee on Finance:

"5. RES. 483

"Resolved, that the Senate does not approve the determination of the Secretary
of the Treasury under Section 303(d) of the Tariff Act of 1930, transmitted to the
Congress on June 13, 1978."

Mr. HATHAWAY. Mr. President, I am submitting a resolution to disapprove the
decision to waive the imposition of countervailing duties on Canadian fish. A
petition for sueh duties was filed last year by the National Federation of Fisher-
man and the Point Judith, R.., Fishermen's Cooperative.

I am offering this resolution in part to raise the issue with my colleagues of
the need for close scrutiny of our national policies In regard to fisheries. The
Canadians have agreed to phase out their direct landing subsidies and processing
subsidies to the ground fishery. Much of this subsidy will be wiped out retro-
actively, with the remainder due to end October 1. This, according to Treasury,
will leave only a small subsidy which will become countervailable in January
unless Canada ends that as well

I am glad that Canada has agreed to this step. I would hope that this coopera-
tive attitude might also prevail In ongoing United States/Canada boundary
negotiations, and in a resolution of the recent fisheries Jurisdictional conflict.

Despite these considerations, I cannot simply acquiesce to the Treasury De-
partment's grant of this waiver. This situation points up the conflicting national
policies which we are now pursuing which threaten the economic death of the
New England fishing industry.

First, while Canada is phasing out these more blatant subsidies to its fisher-
men, there is no doubt that indirect Canadian subsidies will continue, from
insurance programs to possible price supports. Canada, in short, has been far
better to its fishing industry than the United States has to its own. As a result,
we had a $2.1 billion trade deficit in the fisheries In 1977. And all indications are
that deficit may well grow rather than diminish.

In terms of subsidizing its industry, there is little doubt that the past years of
assistance which Canada has given its fisheries will be felt for years to come.
The assistance given the industry in the past decade, both directly and indirectly,
has the overall effect of lowering the operating costs of the fishermen, and of
enabling them to cature U.S. markets.

At present between 80 and 90 percent of Canadian catch is exported and the
Canadian groundfish exports alone are worth $200 million annually. These fish
come into our New England markets at times when our own fishermen may be
tied up at port, unable to fish at all as a result of our national policy of "conser-
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ration" of the fisheries. In the past Maine fishermen have been placed in theabsurd position of throwing dead cod and haddock overboard because they couldnot land them, yet they could not prevent them from coming up In their nets.The choice presented was to return to shore and find another way to make aliving for 2 weeks or a month, or throw the dead fish back, all in the name of
fisheries conservation.

As a result of situations such as this, the Department of Commerce has at lastbegun to take into account the growing complaints of Maine and New Englandfishermen. For the record, I would note that they were against the granting of
this waiver.

While the direct economic Impact of this waiver may not be great, its symbolicimpact for our domestic fishermen is, I think, of great importance. We tell ourfishermen they cannot fish because we need to conserve the species; we then tellthem we will not impose a duty on the Canadian fish which come into our coun-try even though that industry has been Government subsidized for many years.Then we tell them as a matter of trade policy we would prefer not to grant sub-sidies to our own domestic fishing industry. This is the underlying Irony of thesituation. As a matter of policy we stand for free trade, for an end to foreignand domestic governmental subsidies to industry. In the long run, I would agreethat this is the ideal. But in the short run we have an industry in this countryrunning up against a conflicting national policy-to "conserve" and manage theresource from which that industry obtains its lifeblood.We must rationalize these policies. It is the fisherman who are the victims ofthis conflict in national policies. I hope that we can open a dialog on how to con-serve, not only our natural fishery resource, but also our fishermen. As Chairmanof the United States-Canada Interparliamentary Conference, I intend to put fish-eries at the top of the agenda for next year's conference.At this time, I ask unanimous consent that correspondence from the Depart-ment of Commerce and to the Treasury Department be printed in the Record.There being no objection, the letters were ordered to be printed in the Record,
as follows:

[The material follows :]
U.S. SENATE,

Wa8hington, D.C., June 1, 1978.Hen. MICHAEL BLUMENTHAL,

Secretary of the Treasury,
lVa8hington, D.C.

DEAR MR. SECRETARY: It is our understanding that the Treasury Departmentis scheduled to make a final determination regarding Canadian subsidies on fishproducts by June 10, 1978. An affirmative preliminary determination was madelast January, tnd we believe the facts warrant a similar final decision. YourDepartment must then decide whether or not to grant a waviver of the counter-
vailing duty on fish imports from Canada.As you may know, the Canadian government has made substantial direct pay-ments to both fishermen and processors on fish exported to the United States.In April, 1977, your Department determined that these payments were bountiesor grants (TD 77-107). This decision, however, was limited to only a few of thetariff items covered by the Canadian assistance program. Therefore, a newcountervailing duty petition covering a number of other tariff items was filedshortly after the Department's 1977 determination. Your Department has takenthe full year permitted by statute to make a determination on the additional
tariff items covered by this new petition.Since April of last year, the Canadian government has been well aware thatits Groundfish Temporary Assistance Program and vessel construction assistanceprograms subjected Canadian fish exports to the United States to countervailingduties. No attempt; however, was made to repeal these subsidy programs. In theinterim, we have permitted heavily-subsidized Canadian fish to be sold in U.S.
markets.

This situation has created severe economic hardship for New England fisher-men. The Department of Labor recently documented the impact of these subsidizedimports when it certified employees of several U.S. vessels for Trade Adjustment
Assistance.

We recognize that the Multilateral Trade Negotiations (MTN) have entereda sensitive stage in Geneva, and understand that the progress of these discussionswill be taken into consideration by your Department when making a final deter-mination on countervailing duties. It Is our firm belief, however that the im-mediate economic pressures on U.S. fishermen must be given priority considera-



115

tion. We therefore strongly oppose any waiver of countervailing duties on
Canadian fish.

Sincerely,
EDMUND S. MUSKIE, EDWARD M. KENNEDY, WILLIAM D. HATHAWAY,

EDWARD W. BROOKE, CLAIBORNE PELL, JOHN H. CHAFEE, THOMAS
J. MCINTYRE, and JOHN A. DURKIN.

U.S. DEPARTMENT OF COMMERCE,
Rockville, Md., June 5, 1978.

Mr. RICHARD SELF,
Director, Offlce of Tariff Affair8, Office of the Secretary, U. S. Treasury Depart-

ment, Washington, D.C.
DEAR MR. SELF: The Treasury Department is currently studying the advisabil-

ity of imposing countervailing duties on imports of certain fish products from
Canada pursuant to the petitions of the Point Judith Fisheries Cooperative and
the Fisheries Marketing Association of Seattle, Washington. The purpose of this
letter is to indicate the Department of Commerce's strong support for the imposi-
tion of countervailing duties on such products.

U.S. trade law clearly requires the imposition of countervailing duties on im-
ported fishery products when the evidence indicates that artificially low prices
for imports are made possible by foreign government subsidies. The evidence is
overwhelming that the Canadian fish imports in question are so subsidized. The
Canadian government has instituted an extensive network of programs that
assist the Canadian fishing industry in catching, processing, and freezing fish,
and in transporting it to the United States, at prices that are more than low
enough to compete effectively in the U.S. market.

Under special circumstances, these countervailing duties may be waived. How-
ever, we believe strongly that a waiver cannot be justified for this fishery prod-
ucts, for the following reasons:

(1) Canada has not indicated that It will terminate all of its subsidy programs
for the fishery products in question.

(2) Canada ias apparently indicated a willingness to terminate some of its
subsidies. Our ',xperience in connection with Canadian commitm? ts to reduce
subsidies In 1977 casts significant doubt on Canada's willingness or ability to
comply with such commitments. This suggests that a far better course of action
would be to delay any waivers until commitments made by the Canadian govern-
ment for theremoval of subsidies have in fact been carried out.

(3) The adverse impacts of allowing subsidized products to be imported into
U.S. markets will persist long after the subsidies are terminated. Subsidized ves-
sels constructed prior to termination of subsidies will continue to compete with
non-subsidized U.S. vessels long after such termination. Markets such as the
mid-western market captured by Canadian industry through anticompetitive sub-
sidies cannot easily be recaptured by U.S. industry at a later date.

(4) The purposes of the Fishery Conservation and Management Act of 1976
are significantly undermined by such subsidies. The Act was aimed at both con-
serving U.S. fishery resources and developing a strong U.S. fishing fleet. In order
to protect fishery resources, the U.S. fleet is required to adhere to rigorous quotas
to restrict the amount of fish that can be caught. Without heavy competing sup-
plies of low-priced Canadian imports, the price for fish harvested by the U.S.
fishing industry would tend to rise during the period that U.S. fishermen are
forced to restrict their catches. Such a price rise would assist the harvesting sec-
tor of the U.S. groundfish Industry to survive the period of quotas needed to re-
store our groundfish stocks. And because the price of raw material is only a
part of the price of fish products, the impact of countervailing duties on U.S.
consumers will be minimal.

The question of whether special circumstances exist that justify a countervail-
ing duties waiver must be considered in light of the significant United States
balance of trade deficit in fishery products was $2.1 billion in 1977. The waiver
of duties on these Canadian imports will further exacerbate this problem.

Even when and if Canada meets the requirements for a waiver of these duties,
we believe that a waiver should be withdrawn should it become evident that a
subsidy code cannot be achieved in the Multilateral Trade Negotiations.

We would be pleased to provide you with any additional information you may
need in connection with this matter.

Sincerely yours,
RICHARD A. FRANK.

(This concludes the material.]
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Mr. MUSKIE. Mr. President, I join my colleague Senator Hathaway in offering
a resolution to disapprove the Treasury Secretary's decision to waive counter-
vailing duties on imports of fish from Canada.

Mr. Blumenthal's decision was disappointing to our fishermen and has no
sound basis in fact.

The countervailing duty system was designed to guarantee the right of Ameri-
cans to compete on an equal basis with other nations in the American market-
place. The Canadians provide subsidies to their fishermen. As a result, Canadians
can catch fish in American waters, and undersell our own fishermen in our own
markets. The countervailing duty system was put in place to stop these kinds of
practices.

The harm to our fishermen has been documented. The Canadian Government
has been on notice for more than a year that action might be taken to protect
our own industry.

Yet at the 11th hour, the Cangdian Government petitioned for relief from
countervailing duties in America. Apparently the importance of Canadian sup-
port for other American trade interests prompted the Treasury Secretary to
grant their request.

And the interests of our domestic industry were once again brushed aside.
American fishermen are faced not only with financial hardship as a result of

competition from Canada. In many cases they are denied markets outright; in
other cases they are prevented from developing market strategies to avoid the
boom-bust cycle of fish prices; in still other cases unfair Canadian competition
blocks Americans from developing onshore processing facilities to take advan-
tage ot available markets.

The Trade Act was designed to correct just such problems. And the Trade
Act vas designed to allow Congress to be the final arbiter in extreme cases
through resolutions like the one we introduced today. The case of Canadian fish
Imports is just such as extreme and obvious cases of unfairness. I urge the Con-
gress to act quickly to impose countervailing duties and give the beleagued
American industry the support it merits.

SECRETARY OF THE TREASURY,
Washington, D.C., July 11, 1978.

Hon. WILLIAM D. HATHAWAY,
U.S. Senate, Wa8hington, D.C.

DEAR BILL: Thank you for your letter of June 1, 1978, signed by 7 of your
colleagues urging that the Treasury Department not waive countervailing duties
against fish imports from Canada.

As I am sure you are aware, we determined to waive countervailing duties on
June 12, 1978. Federal Regi8ter Notices to that effect are enclosed. The decision
was based upon two factors: (1) the Canadian Government's prompt decision
to dismantle its direct subsidy program to fishermen and processors, and (2) the
detrimental effect the imposition of countervailing duties would have on our ef-
forts to reach an international accord on subsidies and countervailing duties In
the Geneva trade talks.

Based on Treasury's investigation, every identified subsidy program provided
by the Canadian Federal and Provincial Governments to its fishing industry
was held to be a "bounty or grant" under our Countervailing Duty Law, because
a preponderance of all Canadian fish production is exported. Most of the sub-
sidies, measured by the ad valorcm impact, fall under the Ground fish Temporary
Assistance Program, which provided direct benefits to fishermen and processors.
The subsidy was approximately 13 percent of the value. Other subsidies, in-
cluding regional assistance grants and vessel construction assistance, when al-
located over the useful life of the item subsidized and spread over the entire
catch, was approximately 1 percent of the value.

The Canadian Government acted last week to dismantle the Groundfish Tem-
porpry Assistance Program, whose annual appropriation in the past was $50
million. Any claims from processors and fishermen with large vessels will not
be honored retroactive to March 31, 1978. This effectively reduced the net effect
of the bounty or grant on fish exports to this country by approximately 65
percent. The subsidy to fishermen with small vessels, which account for about
50 percent of the catch, will be eliminated October 1, 1978. By that date 92 per-
cent of the bounty or grant will have been eliminated, leaving in place only the
indirect subsidies referred to above. Thus, fish imports benefiting from these
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subsidies will be subject to countervailing duties on January 4, 1979, the date
of expiration of the waiver.

Based on these actions, we concluded that the Canadians had significantly
reduced the adverse effects of the bounties, thus satisfying the first criterion for
granting a waiver. We also considered Canada's role in the Multilateral Trade
Negotiations in Geneva and particularly its active participation in negotiations
to reach an international accord on subsidies and countervailing duties. As these
negotiations reach their final stage, it is a fair conclusion, as urged by Ambas.
sador Strauss, our Special Trade Representative, that a countervail against an
important Canadian product could have seriously jeopardized these negotiations,
especially on the heels of the almost complete dismantling of a large subsidy
program.

We had your interest and concern very much In mind as we resolved this
difficult issue.

Sincerely,
W. MICHAEL BLUMENTHAL.
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