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EXECUTIVE COMMITTEE SESSION

WEDNESDAY, MARCH 11, 1987
U.S. Senate

Committee on Finance
Washington, D.C.

The Executive Comﬁittee session was convehed,,pursuant
to notice, at 9:40 a.m. in Room SD;215, Dirkseﬁ Senate
Office Bﬁilding, the Honorable Lioyd Bentsen (cﬁairman)
presiding.

Present: Senatdrs Bentsen, Matsunaga, Moynihan, Baucus,
Riegle, Rockefeller, Dasdhle,‘Packwood, Danforth, Chafee,
Heinz, Wallop, Durenberger, and Armstrong.

Also present: - Mr. Bill Wilkins, Staff Director:
Mr. Jeff Lang,'Chiéf, International Trade‘Counsel;
Mr. Mike Mabile, Trade Coﬁnsel; aﬁd Mr; Josh Bolten,
Minbfity Trade Staff.

Also present: Mr. MichaélfDoyle, U.S. Trade Representa-

tive, Assistant U.S. Represenfhtive for Administration.
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The Chairman. This morning the committee wil have its
markup on the bill for appropriations for the.three
international trade agencies. We are speaking of the
Customs Service, the U.S. Trade Representative, and the
Inte:national Trade Commission.

As has beeh the case for a nﬁmber‘of years, the
Presidept's_budget fér one Qf'these‘agencies, thé Customs
Service, proposes soﬁe drastic cﬁts inh funding and manpower.
The.AdminiStration intends to cut 2,000 personnel positions
from ﬁhqse authorized'by the Congress just last year.

In three days of committee hearings this year on the

Customs Service, it has become painfully clear that the

policy calling for these cuts is both shortsighted and

unacceptable. It is shortsighted in its continued

"assumption that these cuts are a means to trim our federal

deficit.
The facts are that for every dollar that we spent on
the Customs Service, as a revenue-producing agency, it

produces $17.00. It is unacceptable because the Customs

~ Service is in danger of losing altogether its ability to do

/

the job that the public expects of it.

At our hearings, witnesses confirmed that employeé
morale is low, and the Service's core of knowledgeable,
experienced mid-career employees is being driven off. We are

told that at least 65 percent of all import entries now come
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in without any review to determine the appropriate
classification or duty, ana that only 2 percent of all
imports receive physical inspection of even the most
rudimentary kind.

Now when you-are missing that much of the flow that is
coming in, and it is not having sﬁrveillance, you could
imagine how much is escaping any kind of a tariff or dﬁty
being.imposed. |

The Administration ﬁells us though that increased
automation is making it possible to do more work with less
pepple, td get more bang for the buck. IvthinkAall of us
support'effortsito steamline the Service and to do as ﬁuch
automaﬁibn as is practical. Computers can help to do the
job more efficiently, but I don't think they can replace
people to the extent that the Administration is_éroposing.

A machine has trouble ihspecting goods. It cannot
classify imported mefchandise, and it cannot/fly an airplane
in the war against drugs; Only people can really do those
things, and no Administration spokesman has yét demonstrated
that any of these tasks can be adequately done at present
with fewer people.

We had hearings along the Mexican border. We listened

to tales of trucks and cars being backed up for 12-18 hours

"at a time because of some of the bottlenecks and the log

jams, and the insufficient number of personnel to process.
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We are told of people having to drive 240 miles~-120-mile
round trips--to go up to have some iméort specialist
classify a piece of goods that could not be classified over
a telephone.

The comhittee toid the Administration last year that it
is high time to get _s;erious about the roles filled by At‘he
Customs Service. - We ﬁave too much et stake.'_The iack of
resources to process, classify end insbect imports endangers
the credibility of our entire system of trade laws. The 1lack
of resources to_interceptrand punish those who smuggle their
illegal.drugs intoﬁour country endangers our families, our
schoois and our children.

i believe the members of this committee are ready today
to pro&ide the CustomsAServicejthe resources to put its
dedicated empioyees effectively back to work on these very
important tasks. | |

And I yield to my distinguished colleague, Senator :
Packwood.

Senator Packwood. No statement, Mr. Chairman. I am
ready to go.

The Chairman. Would any other member care to comment at
this point? |

Senetoi Armstrg@g%a Mr. Chairmdn, I don't have any
opening statement, but I will have amendments which::I want

to speak on at some length on the Customs budget.
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The Chairman. We would be delighted to receive it at

the appropriate time then.

I would like to propose an amendment to create a private

sector committee to advise the Customs Service on commercial

operations.

In hearings before the committee, I think it became clear

as we progressed that the Agency is beginning to lose touch
with peopie thét arg'invqlfea in. the .processing:.of getting
these goods into the coﬁntry and out of the country; I
believe that the management of the Service could be greatly
improved by applipation of fhe expertise and suggestions of
knowledgeable members from the private sector. And then we
would structure this advisory committee in a way of
gua;ahteeing that interésted persons would get the ear of
the Customs Service and get a chance to éommunicate.

It would be a committee that would be chosen from the
various sectors of prigate iife that are involved in the
transmission of thege géods, and woula»be chosen by the
Secretary of the Treasury, with the advice of the Assistant
Secretary of the TreasurY'for Enforéement. The Secretary
would .be instructed to choose people frbm.a_variety of those
affected by Customs Service operations and from both
political parties, and that committee would consist of some
20 people.

Under the Federal Advisory Committee Act, such
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committees ordinarily are subject to a sunset provision, and
I would urge that we have one at the end of two years so we
can have a chance to look at the operations of the
committee and see if it is functioning as we would have
anticipated it to have done. Aﬁd I would urge the
consideration of it by the commitfee.

Are there any commenté concerning it?

Senator Packwood.‘ I like it.

The Chéirman. May I héve a motion then that we adopt
this?

Senator Baucus. I so move.

The Chairman. Is there a second?

Senator Durenberger. Second.

The Chairman. All in favor, make it known by saying
fgye".

:(Chorus of "ayes")

The Chairman. Opposed, a Similar sign.

i(No response) o

The Chairman. I am proposing another amendment to add
clarifying language regérding the customer user fees.

Congress intended, in enacting the customer user fee
account, to make the feés offsetting receipts, nat a new
source of revenue. It was intended that the fees be
available on}y for salaries and expenses for Customs'
commercial operations. Moreover, it was intended that the
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2
user fees on conveyances that are not needed to reimburse
Customs for expenses incurred in providing overtime

services be part of the general user fee account and be used
for commercial operations.

‘The Office of Management and Budget, however,_has not
treated the user fees as offsetting receipts available only
for comme;cial éervices;.andjhas_not treated the conveYance"
user fees in such a manner that feesAnot used for oQértime

expenses go for commercial operations. What they have done

'is treat them as revenues for the: generdl fund

Sd I Would add the langﬁage'fbﬂggkécit‘cléar what the
Congress had intended in the first»place.'

Is thefe objection to that language?

(No response)

The Chairman. If not, we will accept it.

I have'anbther resolution that ha; been proposed by
Senator Wilson, and he is joined in'by a number of members. of

the Senate and members of this commitfee. It has--the last

date I saw--Senators Mitchell, Danforth, Rockefeliér, and

myself. There may be others.

Senator Wilson has discussed thié issue with me. It
deals with the probiems of the semiconductor agreement with
japan. As you recall, the Administration announced that
agreement last June, and as a resuit, it suspended the then
pending unfair trade practice case against Japan under
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Section 301 and the antidumping law, which the domestic
semiconductor industry had previously constituted.

The President at the time called it a historic
agreement, a historic agréement. But several members of
this committee--and I joined—;together last September, in a
letter to the President in: which we séid; unfortunately,
experiénce from past trade agreements demonstrates that a
lasting resolutioﬁ of U.S.-Japan. semiconductor trade
friction woula require an active, ongoing implementation
program by the Administration with continuing support and
review by thé committee. |

I think:thé time has now come for that. In Senator

Wilson's resolution, I urged that it be referred to this

committee, and that we would give it a very eérly‘hearing.

And I think we have lived up to that commitment, since it
was introduced last night and we are considering it'this
morning. I Would urge thét we report the :eéblution
favorably.

Are there any questibns?

Senator Baucus. Mr. Chairman.

The Chairman. Yes.

Senatér Baucus. Mr. Chairman, I commend you for bringing
this up at this time. I think it is important to remind
ourselves how important all this is, because Japan has a
very definite history of only acting to open up in many
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areas, and particularly.on semiconductors, when pushed,
when given moré than a nudge, but given a very strong,
forceful actionvto'encourage it to move.

The U.S. market shafe-of the U.S. §emiconductor industry
firms ih América is about 85 percent, Ehe U.S. semiconductor
firms' market share in the EEC is 53 percent, the rest of
the world isl47 percent, and Japan, it is only 9 perceﬁt.-
We have to remind ourselves that in the 1960s, Japan had a
25 percent tariff on imporﬁs of semicopductors. It also

had a quota--a very strict quota--on semiconductor components

.coming into Japan. It was only after President Nixon pushed

hard in the Kennedy round that Japan began to open up and
generally liberalized a little bit on its borders so that the‘
U.S. semicondﬁctbf'indﬁstry”éouia‘éprrt into Japan.

The trouble is that with the semiconductor industry
slump and the PC élump, Japan has begun to cartelize a little
bit more. They are not living up to‘the'sémiconductor
agreement that they negotiated witﬁ thé United States. And
the fact is that only if Japan is given'a very strong push
will Japan open up.

So I think that this resolutidn'is very, very helpful.
We shouldn't: forget that Hutachi memorandum that encouraged
dumping. About twb years ago, as I recall, in 1985, a éopy

of that memorandum was circulated around this country, and

-it said, "10 percent below their U.S. competitive price.
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If they requote, go 10 percent more. Don't quit until you
win. A 25 peréent distributor profit guaranteed." You
know, if that doesn't indicate dﬁmping, I don't know what
does. And I think this resolution will help.
The Chairman. What the Administra;ion is doing is
uréing Japan to come into qompliance with the agreemént by

the end of the month, and I think we ought to dé»everything

‘we can in our'pversight to suppbrt the Administration in that

effort. And that is what we are talking about with the
Wilson resolutiQn,

Are thefe any other coﬁmeﬁfs?

(No response)

The Chairman. May we have a motion?

Senaéor Durenberger. I move the resolution.

The Chairman. Second?

Senator Baucus. Second.

The Chairman. All in févor of the motion, make it known.
by saying "aye".

(Chorus of "ayes")

The éhairman. Opposed?

(No response)

The Chairman. We are going to havé to have a quorum to
back that up whén we get it.

Senator Armstrong?

Senator Armstrong. Mr. Chairman, I have an amendment
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which has been distributed. I think eVery member now has a
copy of it. The essence of this amendment is to simply put
into the bill a finding that the Commissioner of Customs has
reported to the Secretary of Treasury on the importation of
five classes of merchandise from the Soviet Union for which
there is reasonable, £hough not necessarily cohclusive,
evidence that ﬁheée products were proauced by forced labor,
and, ﬁherefore, that the importation of fhese are
prohibited unleés.for some reason the President wishes to
Waive that or wishes to make a finding that, in fact, they
were not so prodhced.

Mr. Chairman, the background of it is this, that, as I

think all Menators know, the law forbids the importation of

goods into this country that are produced by forced labor.

This has been on the boocks for a long; long time, and has

_been periodically enforced against various countries,

including the Soviet Union,'in'the past, and against
Mexico, and so on.

I got interested into this problem in 1982. There was a

"lot of publicity then about fotced_laﬁor. And so to try to

deterﬁine exactly what was going on, I asked for a report.
And, in fact, I ihtroduced S. Reﬁ. 449,’which was passed by
the Senate in August of 1982, requesting the State
Department to investigate this issue, and, in effect, to tell
us the extent to which, if any, forced labor in the .
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Soviet Union was being used to produced goods moving into
international commerce.

November of 1982, the State Department reported--and one
sentence pretty well sums up what we all knew, but which I
thought was important to have on the record in an offiéial
w;y-—and I quote;'"There is clear evidence that the
Soviet Union is using foréed-labor on a massive scale."

The final State Department report which was issued in
February of 1983 stated that forced labor is used "to produce
large amqunts_of primary and manufactured goods for both
domestic and Western export markets." I inserted that
report in the,Congressional‘Record in February of 1983. And

on the 16th of February 1983, I sent a letter to the

‘Commissioner of Customs, Mr. von Robb, requeéting specific

information regarding products enteringvthe United States
from the Séviet Union.

I also sent a letter at that time--in fact, on the same
date--to Ugder Secretary Ulmer.

In March, the Assistant Commissipner, Robert P. Shaffer,
responded to my letter listing a number of products which
were imported from the Soviet Union and their value.

Under Secretary Ulmer responded on April 4th of 1983,
indicating that he was requesting the CIA to give us a
report of industries in the USSR thatremploys forced labor.

Now, Mr. Chairman, let me interrupt at this point to just
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beg the indulgence of the committee, I have about 15 more
specific episodes that I want to enter onto the record.

The reason I want to do so is that to justify the
passage of this amendmént, I think I ought to show that we
have brought this matter to the attention of every
responsible official in the Exequti?e_Branch repeatedly over

nearly five years. This has come up over and over again,

‘as the additional méterial‘I am going to present to the

committee will show. I have discussed it on numerous

_éccasions with the current Secretary of Treasury, his

predecessor, with the Commissioner of Customs, with.the
Presideht of the United States, and Qith many other
responsible officials, and the fact of the matter is they
are stonewailing.

The Senate has acted on this matter on two occasions.

' The House of Represéntatives has expreSsed its interest.

It is just clear that this is a case where the law is never
goiﬁg to bé enforced unlesé Congress itself;;ays here is
Qhat has happened and here is our findiné.

So with that word of explanation, let me just pick up
the naxrative, Mr. Chairman, and point out thatvon the 19th
of May of 1983, the CIA provided a list of industries in
which forced labor is extensively used, |

On Septembér 28th, 1983, Commissioher von Robb reported
his findings under the law--that is the term that is used in
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the law that forbids the importation of goods produced with
forced labor, is that.when the Commissioner finds——weil, on
September 28th, 1983, Commissioner von Robb reported his
finding to Secretary Regan that'somé 36 classes of
merchandise be barred from entry into the United States
due to his finding ﬁhat they were made with forced laborvin
the USSR.

I wrote to Secretary Regan, and Secretary Schultz and
Commissioner von Robb on October l3thlof 1983, asking for
some report of what steps were being taken. When it became
evidence that we were gétting a double shuffle, I asked some -
of my colleagues, who also expressed their interest, and 45
Senators did so.

I offered an amendment subsequent to that when it became
clear that Qe were still not getting any place. On
November 8th, 1983, I offered an amendment urging the
Secretary éf Treasury to use his existing statutory"éuthority
to prevent the import of any product or material produced in
tHe Soviet Union unless it was produced without the use of
forced labor. This was adopted by the Senate in Nobember of
1983.

The Chairman. Senator, would you yield just a minute?
Has your amendmen£ been given to us?

Senator Armstrong. Yes. '

The Chairman. I have not seen a copy of it, and I would
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really like to look at it..

Senator Armstrong. I think it has been passed out.

Mr. Chairman, I think it has been distributed to all members.

Later in November of 1983, Treasury Secretary Regan

responded to my earlier letter by saying that they were

looking at the matter and would get back to us.

In Jaﬁuary of 1984, the Finance Committee of the Senate
requested the Interﬁational Trade Commission to examine.the
nature and extent of imports into the United States of goods
that are wholly or partially manufactufed by forced labor.

A lot of other ﬁhings ensufed, but various Seﬁators--
Senator Moynihan and ethers, along with myself--tried to
bring this to the attention of the Commissioner, to the
Secretary of Treasury.  At one peint there was a lawsuit in
which 38 members of the House of Representatives joined,
suing fdrxtheieﬁforcement of tﬁis matter. It was a subject
of amendments on appropriations bills. And then in January
of 1985, SecretaryARegan sent a memo to Commissioner
von Robb saying that he could not agree to the earlier
finding of the Commissioner about 36 classes of products
which ought to be-proﬁibited, and saying, in effect, that
there ought to be a more narrowly defined classification.

At the Cusfoms' authorization hearing in April of 1985,
I requested a hearing‘on the specific issue of enforcing the

law with respect to forced labor. That hearing was held on
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19th of July of 1985.

In September of 1985, I again inéuired——this time, of
Secretary Schultz--as to why no action had been taken. In
the meantime, Mr. Chairman, on the 2nd of December of 1983,
Commissioner von Robb, having béen-ésked to provide a
tightgr list, a more carefully drawn list, backed off of ﬁis
orig;nal finding~thét there wefe 36 products, and reported
back that, according to the new{highgr standards that he
had been asked to meet, that there were five products which
ought to be the sﬁbject of this kind of a product ban.

And so it is these five prdducté, Mr. Chairhan, which
are addressed in my proposed amendment.

I just think the reality of'thiS'thing is this thing
is this, and é really approach this with a great sense of
fulfillment because one way or another I am going to.get

this item off of my hot list. I have been carrying this

‘around for about five years now, and either we are going to

enforce the law or we are not. But I didn't think when we

started that it was up to the Senate to jump in and do some

things that really the Executive Branch ought to do. It is

very clear that neither this Treasury Secreﬁary nor his
predecessor is going to do; The President isn't going to do
it. The Commissioner of Customs isn't going to do it,
unless he gets the go ahead from the people he reports to.
The Assistant Secretary of the Treasury fér Enforcement
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testified at length when he was up for confirmation that he
would see abdutvdoing it, but he isn't going to do it either.
And so the reality of it is either thé Finance Committee
wants this law enforced or it doesn't. The Senate has said
so on a number1of occasions, and this_seems to me now £o be
the correct way for us to proceed.

Thé Chairman. Well, the Senator has long expressed his
interest in this, and a Very sincere and worthy interest.
I know a number of other Senators have joined with him in
this concern. This was not on the agenda. We are delighted

to consider it this morning. I would like to have any staff

" comment on it.

Would you consider this a révenuelmeasure or not?

Senator Armstfong. Well, I dbn't think it is a revenue
measure. In fact, the dollar volume of the imports we are
referring to is virtually at the lével of inconsequential.

In fact, you might wonder——maybéLI shauld just state this for
the record as well--why, if we are talking about a very small
amount of international commerce, why this is such an
important issue. And the reason is very simpie. Because

it is the law. The intent of the law is now commerce-related
but‘human rights-related. And when thé United States

refuses to enforce its own legal procedures in a matter of
this kind, we make a mockery of the ideals we stand for.

And it appears to me, Mr. Chairman, that the real.
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issue is to have a law like this on our books and not
enforce it make.hypocrites of us. And I can't understand,
honestly, why the Administration has been so loathe to
enforce this. It is not as if they are unwilling to act in
other areas where the legal authority is a lot less clear.
In faet, at one point,when they were arguing that they
didn't have enough evidence to suppért this, I pointed out
tdjthem that they had mined the harbors in Nicaragua on a
lot flimsier grouﬁds, that fhey(had taken the country
practically to the_brink of war with no e@idence whatsoever, -
and yet here we-hévé got répdrts from the CIA. We have got
reports from human rights organizations; And I am just to
the point_where I think We ought'to Qote it up or down. And
it is not a matter of revenue, it is not a matter of
commerce, it_is just a matter of principle. This is the
law; it ought éo be enforced. If we fail to do so, I just
think it is a blemiéh on our national reputafion. But it is
not é big dealiin.money. It is a very small amount!

The Chairman. I was looking at the technigal question
as a revenue measure, wondering about the House. I would
like to. have staff comment on it.

Mr. Lang. Mr. Chairman, the House will interpret the
constitutional'provision.itself. Its ultimate weapon is
simply to do nothiné about something you report to it. The

bill you will report the authorization out on will be an
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original S-numbered bill. So if the House does decide that
the measure is a revenue measure, they could siﬁbly
blue-slip the S-numbered bill.

It is somewhat difficult to predic¢t what the House's
attitude would be, but, in géneral, if something felates to
the importation of goods, they broadly'inﬁerpret the
constiﬁuional provisions. So you may have a problem there.

Senqtor Armstrong. Mr. Chairman, I don't have any
information on that'pdint, but, frankly}'I would be
surprised if the House did interpret it that way because in
the past at least, the members in theiHouse who were
interested in this have been even more adamant about it than
we have in the Senate; have taken an even sterner point of
view about the lack of enforcement»by'the Administration on
it.

So my guess is, though I have not consulteé with
anybody about it, that they would not interbose;a technical
objection. Certainly if that were the case, Iiaouldn?t
mind dropping it. But we have been horsing around this for
five years, and the Senate has voted on it at least twice,
and has on both occasioﬁs by an overwhelming margin agreed
with the principle expressed here.

In fact, the Senate has actually voted on the issue
three times. The House has voted on it as well. It is
just clear that there is a will in Congress to enforce this,
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which the Administration, for their own reasons, do not wish
to do. And so I would be very surprised if there was much
objection to this in the House. I might be wrong.

The Chairman. Would any other Senator care to comment?

Senator Baucus. Mr. Chairman.

The Chairman. Yes, Senator Baucus.

Senator Baucus. Mr. Chairman, I wonder how wide this
is at this time. The Soviet trade representativeslh;ve-séid‘
that this specific issue.ig one fhétiCan and will cause
p#oblemé with the U.S.;Soviet trade relationships. And I
know that ﬁhe Soviet Uhion'is}nowfbuying more corn from the
U.S.; and ﬁhis week or this next week is starting to enter
into negotiations with the Soviet Union to buy potentially

American wheat.

And they have said this could be an irritant, a problem
with U.S. trade relationships. There is alWays statutory
provisions ﬁo provide fqr this kind of problem you-alré;dy
mentioned. I just don't know if it is wise at this poinﬁ to
jump into this. And I don't want to single out the
Soviet Union eitﬁer. I mean, there are other countries that
may.or may hotAhave ventured labor, not only the Soviet Union|
I just don't know from.the commercial trade viewpoint where
that makes much sense to go to at this time.

Senator Armstrong. I can't argue that it does, Ma#.

In fact, you hit on exactly the thing that it whispered,
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that if we insist on enforcing this human rights principle
thét it may be bad for business. And I can't argue that it
won't be. I actually don't think it will. But I will just
tell you that when it comes to doing business with the
Soviet Union, if we are not prepared'to stand up.for what we
believe in, we are nqt going to do business with them on arms
control or wheat or anythingiéISe on a satisfactory basis.

Now, we.éan escalate this to some kind of a level where
it éets to be a big international inéident, but I don't
think that needé to‘happén. »fhat is one reason why over the
last-five'years I have tried to do this in a low key way and
in a non—cqﬁfrdntatiénal way. This ié a routine action. It
is a legal process, which i.frankly be;ieve.the Commissioner
of Customs and the‘Secretafy of Treésury afé obligated to
fulfill as a matter of law, whether it.is convenient or not.

I cannot dispute.yoﬁr point. It ié'an irritant, Just
like every time we sit down to talk about arms cpntf&i; for
examplé, the firéﬁjthiﬁg that‘our.negétiators are supposed

to raise is, well, how about the Helsinki agreement. And

‘that is an irritant too. But I think in this case it is an

important enough matter of principle that we ought to do
what is right, and then if we neéd to change it at some
point, and back off, we should. Now, it has been enforced
aéainst‘other countries, and it has been previously
enforced against the Soviet Union.
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The Chairman. Wéll, let me say to the Senator, I share

his concern. Next Wednesday, we are going to be having

heariﬁgs‘here on workers'. rights, on the trade bill, and we
will be having witneéses on that. I am wondering if that
might be more appropriate.

Senator Armstrbng. I don't think so, Mr. Chairman.
There isn't any need for any more hearings on this.subject.

The Chaifman. But we are having hearings on workers'
rights.

Senator Armstrong. No. I mean on the question of
enforcing this statute.

The Chairman. Oh, I am not talking about hearings,
per'se(-dn your provision. But it is'so.closely relatéd.

i was wéndering if that might be more appropriate for you
to consider. Frankly, I have no objection here. Go ahead,-
Senatorfburenberger.

Senator Dﬁrenberger. Mr.‘Chairman, briefly, I am the
co—spoﬁ;or with my'colleague from:Colorado of his
resélution, and I also have a resolution I would like to offerx
lat the appropriate time on Canadian corn, an issue that came
up on Friday; And Max raises a good éoint. And I am
obviously perceived to be caught in the middle of it because
one of the biggest_cbrn states in the country that I
represent, and we have done the battle before. But the last

democratic chairman of this committee used to have a saying
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that——well,vhe had a lot of sayings--but one of them that
was my favorite was, that if we don't stand for something we
will fall for anything. And I keep repeating that because
in this political process, if_yoﬁ will, I guess I have |

learned that that is kind of an important rule that we

-ought to live by.

So whether it is the iésue of Soviet Jewry or it is the
human rights issues or the forded labor issue, someone
always is back there sort of quietly jabbing all of our
consciences on these issues and raising them in one form or
another. And the Senator from'quorado, on this
particular_issue, has been  the person Qho has reminded us
that from time to time we ought to be doing what is right.

And so I guess that while I'have the concern that Max
expressed for trade relations, I also}aon't think that it
would unfayorably impact on negotiatioﬂsi

I do think that the Senator is right;in bringing it up
at this point, and I would hope that-ailfof our colleagues
on the.committee would support him on this vehicle.

The Chairman. -Are therevfurther comments on it? Would
ahy other Senator care to comment on it?

Senator Rockefeller. Could I just ask one question to

'the Sénator? Does this mean that the President would have

to certify virtually every product as to whether or not it
was slave labor produced?
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Senator Armstrong. No, Senator. My desire is simply,

2 as I mentioned earlier, to kind of resolve the issue and get
3 oﬁ with it, and to make the point that we are going to
4 enforce our own legal processes.
5 My amendment éctually does that in a very low key way.
6 It is just a finding, ﬁhaﬁ'this group of products'fall into
'? the classification.of'the.existing law—--I: think therg are
8 six on the ;ist—-and gives_thé President the right to make
9 a contrary findiné if,-in:his judgment, subsequentiy
10 information is bersuasivevthat these are not.pfdduced by
" forced ;abor;
12 In othér words, we are just saying it is just a
13 congressional finding of fact. If Congress finds that this
14 gfoup of products;—gold, ore, and the others--are produced
15 under condifions 6f labor that violate the provision of
16 exiéting stétute, it.gives the President to waive our !
-17 finding if he has better information at a later time. But :
18 it doesn't. say anythihg aboﬁt any other pfoducts other thaﬁ
19 those‘that are specifically named.
420 And my desire is not then to come back and take on the
21 other 30 products that Commissioner von Robb originally’
22 entered a finding on. It_is not the product; it is the
23 principle thgt I am-concerned about.
24 Senator.Béucﬁs. Mr. Chairman.
25

The Chairman. Yes.
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Senator Baucus. Mr. Chairman, I just want to understand
the Senator. I have a hard time making this point. What
gold ore? I mean, how much gold ore is. And agricultural
machinery, how much agricultural machinery? What is the
evidence? Tractor generators, tea, crude petroleum, motor
fuel, kerosene; I,bfor one, haven't seen the evidence. It
may exist; it may be there, it may be conclusive, it may be
persuésive, compelling. Whaﬁ isn't?

Senator Armstrong. No. Senator, I wouldn't argue that
it is conclusive. o

Senator Baucus. Then why should we make the finding?

‘It is very vague evidentiary.

 -Sepator-Armstrong. No, no. It is not vague. It is
very persuasive.

Senator Baﬁcus, Whét is it?

Senator Armstrong. Let me just explain how the law
works and then_why; I am;careful to say that it is not
conclusive and doesn't need to be.

The law specifically says that_theJCommissioner of
Customs shall prohibitkthe importationjof goods produced -if
he finds reasonably-but.not conclusively--that is a term
that appears in the law--that they have been produced by
forced labor.

The point is, there 1is no need for it to be found

conclusively. ©Now, the basis of this finding is really
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twofold. First of-all, the Senate has asked for a report
from the étate Department and CIA and it has long since
received it. We know that. That has been submitted to the
Senate.

Sénator Baucus. What does the report state?

Senator Armstrong. Thé report says that these
categories of goods--and there were originally 36 of them,
I believe——ﬁeet this criteria.

Senator Baucus. What criteria?

Senator Armsttong. The criﬁeria that I just mentioned,
that they were produced byAforced labor.

A second element of it ié that at the outset,-back, I
guess, in 1983 --

Senator Baucus. What report is that? Do you have that

‘with you or can you identify that report?

1

Senator Armstrong. That was submitted some years ago,

“you understand. It is now back in 1983,

Thé gécond level of this is that the Commissioner of
Customs, in fact, did submit his findings. I mean, he found
it as a matter of His offiéial responsibility.. He entered
that fiﬁding on thréé dozen proauctéf This proveddto be
such a contentious meddlesome matter that Secretary Regan,
when he was the Secretary of Treasury, in effect said, no,
go back and do it again, and do it éccording to more
tightly drawn standards. And in responée to that,
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Commissioner von Robb came back with this reduced list.

So all we are saying in this amendment.is that
Commissioner von Robb has done it; that we find--let me turn
to it and cite the exact language of it--our finding is the
following: "The Commissioner Qf Customs has reported to the
Secretafy of Treasury that thé Cohmissioner has information
that reasonably, even if not cohclus%vely, indicates that the
following goods were articlés‘of merchandise from the
Soviet Union are being maée whoily; or in part, by convict
labor and/or fprced labor and/or indentured labor under
penal sanction," and so on.

So, in other words,_we are:hanging our hats on findings
that have been'entered:iﬁ the regular course of business,
accordin§ to the statute. We are not branching out and doing
any investigative work. We are baging_it on the findings of
the agencies that are s&pposed to do thisgkind of thing.

In fact, the last thing I want to get :uus into is trying
to make those kind of determinations. Ané, in fact, if we
had had.any reasonable response over ﬁearly five years, I
wouldn't be asking the Congress to make such a findings.

But the Senate, having looked at this, has asked for
enforcement of the statute. Individual members of the
Senate have, and the Senate itself has on two occasion,
and, in a sense, have done so on a third occasion. Thirty-
eight memﬁers of the House sued for eﬁforcement of it. And
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it is to the point where we have now either got to decide
to go or no go. But this T really think is a very low key,
low profile resolution of the problem. It is not a
flamboyant approach at all.

The Chairman.lvGentlemen, we have a quorum here. If
there are no furthef comments on thié, we will put the
resolution td the committee for a vote.

Senator Danforth. Is this a free-standing resolution,
Senatqr?

Senator Armstfong. It is an amendment.to the Customs
bill.

The Chairman.. All in favor of the amendment, as
stated, make it known by saying "aye".

(Chorus of "ayes")

The Chairman. Opposed?

Senator Baucus. No.

The Chairman. The amendment is carried.

Senator Armstrong. Thank you, Mr. Chairman.

The Chairman. Now, I would like to have the staff, if
you wil;, get'to”the'USTR and to the International Tfade
Commission budgets so we can get those authorized while we
have a quorum here. We have presentéd the Customs Service,
but if you gentlemen would go ahead and present the USTR
and the International Tréde Commission'budgets.

Mr. Lang. Yes; sir. The Administration request with
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respect to the Office of the U.S. Trade Representative is
for $15,248,000} That is an increase of approximately
$2 million over the current fiscal year appropriation. This
reflects increases in both noﬁ—diécretionary costs and some
incréases necessitated by operations in the new
multilateral round of trade negotiations.

‘Senator Packwéod.} Mr. Chairman, I don't know of any
objection to either the ITC or the USTR budget. And I
would-suggest that Whi;e we have a quorum we feport both of
those out.

The Chairman. Well, let;s include the Custdms Service
too because I don't recall that I did a spécific on them. If
there is no objection we,wéuld,includg the Customs Service
appropriation‘foo. A motion has been made.

Senator Durénbérger. ”Mr. Chairman;

The Chairman.  Yes.

Seﬁaﬁof Durenberger. I indicatea that I would have an
aﬁendment to I think the Customs Service resolution. If I
might be either permitted to offer that now or with the
understandiﬁg to do it later.

The Chairman. Why don;t we act on it now with the
understanding that we will vote on the amendment to be
attached to it, if we may.

Senator Dufenberger.- All right.

The Chairman. If I may do it that way. All right?
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Are there any objections to the appropriations for the
three agencies?

(No response)

The Chairman. If not, they will be passed. And I
recognize the Senator f;om'Minnesdta for an améndment.

Senator Danforth. :.Mr. Chairmah, I have an amendment
reSolutién‘fhat I'aﬁ-gbing”toﬂaffer.

" The Chairman. All right. .éood.'

Senator Heing.v Mr. Chairmgh,'may I also offer an
amendment? .There afé two that I_have offered on other
Cgstoms‘?esolutibns,.one in&o;yed in the sharing of Qrand
jury iﬁformatioh on Customs fraud cases, and the other,
ekteﬁaiﬁgftﬁé statute of limitations. And I will be
offeriné,fhem:#hIOQghwthe:trade'bill because I didn't want
anybody.who ?f.thefe‘afe many pebple,'including the-Customs

Service, I find, that have a particular interest in our

_Aéiving them these authorities. " I.didn't want anybody to

think that i wés giving up on that.
And I would also offer some améndménts involving the ITC
reléting to--the definitién of injury and some operational
isSues:fcr:thbse:Qhoxmay~héve%anfinterest as well. But I
not in the interest of £he cgmmittee's mérkup'present today.
The Chaifmaﬁ. It is so noted.
Senator Baucus. Mr. Chairman.
Thé Chairman. Yes, Senator Baucus.
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Senator‘Baucus. Mr. Chairman, I have an amendment that
I think will be non-controversial too for the Customs bill.

The Chairman. All right.

Senator Moynihan; Mr. Chairman, I have a free-standing
amendment.on'Canadian trade I wouid like to offer.

The'Chai;mén. The Senatoriis noted.

Mr;:Lang; Mr. Chairﬁ;n; if I can just clarify. On
the Customs Sefviée aﬁthoii;ation, my Undefstanding of what
the committee had before it was an émount sufficient to
maintain current levels of the Customs Service.

The Chairman; That is correct.

Mr. Lahg. And that would also include provisions
requesﬁed by the Administration ﬁhat ére listed in the
middle paragraph on pagé'4;of the committee memorandum,
that ié, authorization to pﬁrchase a céftain number of
police—type vehicles;ﬂtb'ha&e $10,000 for official
reception and fepresentation expenSés;'ﬁo'maké awards to
informers; and to keep the $25,000 pay cap iﬂ effect in the
next fiscal Yeér. Those were all requested by the
Administration, I just wanted to make sure.

The Chairman; If there are ﬁo objéctipns,'thosevare

included.

(CONTINUED ON FOLLOWING PAGE)
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Mr. Lang. Thank you, sir.

The Chairman. Now I have just héd given to me a
request by Senators DeConcini and Domenici requesting--and
we should take this undef consideration--a request that we
raise fhe amount for Customs by some $200 million, which
the Administration's prdposal receivea the last minute here.

I don't see the substantiating information concerning
what that money would go for, whether‘it would go for
airplanes or people, or whatsoever. Would staff comment
on the request.

Mr. Lang. Mr. Chairman,.we don't know what the basis
of the additional amouﬁt would be either. The amount
necessary to maintain current levels would be $1,035,000,000.
The amount requested by Senators Domenici'and DeConcini is
$1,267,000,000, and their letter simply says, "Although we
have not yet had the opportunity to do a compr;hensive,
detailed analy;is of the specific resource rquirements,
our best estimate is ...'" So, we are not-ablé:to tell you
what the basis of the new number is.

The Chairman. Gentlemen, I recognize their concern and
share their concern. I wish we could put more money in the
Customs Service. But, we have had several days of hearings,
and recognizing the limitations of the budget and trying to
cut it by‘some $61 billion, I question that at this time we

can add that kind of funds.
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Senator Wallop. Mr. Chairman, I might suggest that if
we were able today to repeal the Windfall Profits Tax and
transfer the employees of IRS to collect that to the Customs

Service, it would be, it could match the industry's cost of

. filling the forms, $100 million.

The Chairman. That's a creative way of doing it.

(Laughter)

The Chairman. It would meet with some sympathy by the
‘Chairman, but I'm not sure that it would them.

(Laughter)

Senator Wallop. I thought it might. I mean, I don't
know what they are goiﬁg--they are collecting nothing and
costing them $100 million to it. It seems like we might be
very efficient'if we were to do that.

‘The Chairman. Let me ask, is there a mood on the part
of any member fo push for the extra $200 million or not?

Senatqr'Wallop. Mr. Chairman, not here and not
immediately. But I recall, when we were doing some things
with the Reform Act and others, that»the increase in Customs
personnel was génerally viewed as not a cost, as returning
mbfe than the immediate static cost fo the Treasury.

If that could be shown at some moﬁent in time; I would
certainly like the committee td consider it agaih. Because,
as you recall, the argument made was adding Customs agents

did not, in net, cost the government, but indeed raised
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money for the government.
The Chairman. Senator, I think that we have used a
number of some $17 per dollar spent. At some point, that

becomes marginal and the incremental increase begins to lose

. substance. But, I think after several days of hearings,

for us to make that kind of a change without a recommendation
as to how the money would be spent, would not be appropriate.

If you gentlemen want to try it on the floor, you are

- perfectly free to do so.

Senator Wallop. That's why I suggested, way back, that

we have some justification, rather than what was presented.

The Chairman. All right. If there are no further
questions about the Customs, may we have a motion to approve
the amount that was recommended. Moved; seconded. All in
favor, make it kno;n_by saying aye.

(A chorus of.ﬁayes")

The Chairman;; All right. Have we completed all the
agencies or not? Which one do we have left?

Mr. Lang. You have acted, by voice vote, on all three
of the budgets.

The Chairman. All three now. Fine.

Senator Durenberger. Mr. Chairman -

The Chairman. I'l1 hear the Senator from Minnesota.

.Senator Durenberger. Mr. Chairman, with respect to
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to you and the ranking members, I am going to be very brief.
Correct one impression I left earlier that your staff. ”
advises that I should have a freestanding resolution, not

an amendment to the Customs Bill.

The Chairman. All right.

Senator Durenbergér. This is the Canadian Corn
Resolution. I uﬂderétand my colleague from Montana, Baucus,
they associatgd with this resolutibn.

I infroduced it as S. Con. Res. 27 on last Friday,
March 6, the day that the Canadian Department of National
Reveﬁue ruled that.the Canadian corn industry has been

injured by American agricultural programs, and thereupon

.approved a tariff of 84.9 cents per bushel on American

exports going to Canada.

Thé STR, Clayton'Yeutter, who is no friend Qf the corn
growers of this country--because of what they did tb him
and- others on textiles-fwaquuoted Friday as saying;U.S.
corn exports to Canada are so small that it is iﬁcdhceivable
that they injure Canadian corn farmers by any reasonable
measure and '"the reality is that Canadian imports of U.S.
cérn three years ago'were}3.94 percent; last year, just a
little over_4 percent." This is a ridiculous situation.

And.my resolution would provide that the President

should direct the Secrétary of Commerce to initiate a

countervailing duty investigation under section 701 of the
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1 | Tariff Act of 1930 of subsidized agriculture imports from

2 Canada, which benefit from Canadian price support programs,
3 and/or direct the U.S. Trade representative to immediately
4 initiate an investigation under section 301 of the Trade

5 Act. of 1974, to determine whether agriculture programs

6 operated by the Canadian federal and provincial governments

7 constitute an unfair and unjustifiable trade bractice.

8 And I would move the adoptibn of that fesolution.

9 The Chairman. . Are there further comments?

10 Senator Baucus. Mr. Chairman.

11> The Chairman. Senator Baucus.

12 Senator Baucus. i think it is an excellent. resolution,

13 but the fact is the Canadians are begfnning to set a

14 precedent which, if other countries foilow, is going to

15 || devastate agricultural trade with the world.

16 Canada claims that our farm.program, basically, can be
17 countervailable, and if Canada can impose--and Canada does
18 say they want toiimpose-?an 85 cent countervailing duty on
19 corn exports from this country into Canada, once any country

begins to go down that road, there is no end to it.

20

21 The fact is, the French are beginning to look at the

22 Canadian actions and begin to initiate similar proceedings

23 against the United States, based upon the same theory.

24 Senator Packwood. Let me make sure I understand, Max,
{ ! o
o what they did. Is this their equivalent of a countervailing

- 25 Y
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action?

Senator Baucus. Yes.

Senator Packwood. In other words, it would be the
twin of what we did in the lumber industry, when we said
their form of selling timber was a subsidy. |

Senator Baucus. That's correct, if the theory is the

‘same.

Senator Packwood. I'm not sure if what they have done

is wrong. I don't know if their conclusion is right. I

-don't know if it was a stacked hearing. But, I'm not so

sure that we're without sin in this. VIf we're going to say
they haven't got the right to bring the equivalent of a
countervailing duty action and claim that we're subsidizing.

Senator Baucus. Well, Mr. Chairman, if I might. I
think any country has a right to anything. The faét is
that agriculture generaaly is at a status different from
other commercial produc;s iﬁ world trade. For example,
under our trade laws, Q; can<imp6rt tariffs on quotas on
agricultural products, but not on others, generally.

I mean it is just an underlying current -- interna;ional
trade laws are. If Canada get to claim that our farm progrém
subsidizes U.S. agriculture in a way that can be
countervailed agéinst under Canadianvlaw, then all other
counties--not all--but, a good number of other countries -in

the world are going to start to initiate the same kinds of
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proceedings.

I think we should send a very stron feeling to Canada
that the more they go down this road, the more it is not
only going to hurt agriculture,_generally, because other
countries are going to tend to follow the same route, as
France now is because of the Canadian:éction.

Second, I think that this action is going to hurt
Canadian free trade talks. The more Canada wants to claim
that the U.S. Earm Program damaged, or can be countervailed
against, the more I think it is going to be very difficult
for this country--certainly farm states--to go along with
free trade talks.

Ivthink-that now is the time to nip it in the bud.

Just tell Canada to back off.

Seﬁator'Packwdod. But I stiil don't understand. I may
go with you. What you are saying is that even if we subsidize
farm crops and we do,'but‘even if we do that, in terﬁs of
the game among gentlemen, none of them, none of the counfries
will bring countervailing duty actions against the other's
agricultural processes or subsidies. And those are soft of
off limits.

Senator Bausus. Histori;ally, they tend to be off
limits.

Senator Heinz. Mr. Chairman, would the Senator yield

for a question?
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Senator Durenberger. Well, if I might just add as the
purport of the resolution.

The Chairman. Senator Durenberger.

Senator Durenberger. I think the difference, Mr.

Chairman and Bob, in the two cases--the timber case and

this one--is that there is clear--at least according to

you and others--there is clear evidence of‘injury to

American interests in the timber case.

The evidence here is--there is no evidence of injury.
I could back and argue their first decision, which was they
used federal crop insurance program, which has been in
existence here in this‘country for 35 years or something,
the Great Plains Conservation Program. They call these
subsidies. They have been around here for 30, 40, 50 years.

I'm not going to argue that pdint. The only point I'm
arguing here is the. finding ofbinjury. We have 4 percent,
or less than 4 percent of their imports are U.S. There is
no injury.

- Senator Baucus. Well, the fact is they declined.

Senator Durenberger. Right.

Senator Baucus. So, the evidence is compelling there
is no injury here.

Senator Durenberger. Yes. There isn't any U.S. corn
on the Canadian market. So, how the heck can there be

injury. That is the distinction here, between the timber
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case and this one, I think.

Senator Wallop. But that}s a distinctidn. That
distinction is quite correct, and there is no country in
the world whose agricultural products‘are not subject to
the same conflict. Not all countries‘havé quite the
agriculture specific to this situation.

Senator Matsunaga. Mr. Chaifman.

The Chairman. Senator Matsunaga.

Senator Matsunaga. What is the Administ}atién's
position on this proposal? Any?

The.Chairman. Will the staff comment on the
Administration having,lit's position on Senator Durenberger's
resolution.

Mr. Lang. We're not aware of an Administration

position on Senator Durenberger's resolution, but Ambassador

Yeutter did issue a statement on Friday which said as

follows, "U.S. corn ekports to Canada are so small that it

is inconceivable that they injure Canadian corn farmers by
any reasonable measure. If this finding were to be followed
by other countries, it could severely damage the credibility

of a countervailing duty and safeguard process everywhere

‘and lead to a rash of protectionist actions throughout the

world." And he then says when the rationale for the finding
is released, they'll examine it closely.

I don't know if a representative of the Administration
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would be here to comment on this resolution.

The Chairman. Well let's find out. Let's find out,
Senator, if we have a representative from the Administration
to comment on this resolution. Yes.

Mr. Doyle. Mr. Chairman, I am from the USTR, but I
am on the Administration and I cannot comment.

The Chairman. All Tight.

Senator Matsunaga. So, by that statement, Mr. Chairman,
in effect, the Administration is saying it endorses fhe
Durengerger amendment, or the résolution rather.

Mr. Lang. I'm nét saying that, Senatof. I.don't know
what their position isAon the Durenberger resolution. All
I know is that they took a dim view of the Canadian action.

The Chairman. Senator Chafee has been seeking
recognition for some time.

Senator Chafee. Mr. Chairman, I look on this as the
most prestigious committee in the Senate, and I juSt-ﬂéte
to see us move ahead on something like this, withou; hearing
from really some authoritative people in the Administration
what we're doing. |

As ydu know better than anybody, Mr. Chairman, we're
engaged in these talks with the Canadians right now. If
the agriculture people don't like this procedure, they have,

of course, the right to bring their own 301 action.

And, for us to step in with a resolution like this at
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time, without even hearing from the responsible people who
are dealing with the Canadians and represent us in our
trade policy, I just think it would be a great mistake.
And I would hope we wouldn't proceed with this resolution,
Mr. Chairman.
The Chairman. Senator Heinz has been seeking recognition|.
Senator Heinz. Mr;-Chairman, first, I'd like to ask

a question of staff. Does the subsidies code, which was

negotiated in 1978 by the Tokyo Round, does it apply to

agricultural éommodifies?

Mr. Lang. Senator Heinz, there are two tracks in the
subsidies code and subject to correction by an Administration
expert, our view would be that one of them does and one of
them doesn't. For the purposes of bringing international
actions in the Gatt against subsidies, there are special
rules for agriculture, which would appear not to apply»té
agricultural programs unless they affect the market share--
the traditional market share of a country. l

But, when You are talking about a country's authority

to take a domestic countervailing action, the 1979

“agreement allowed that action to be taken, not only against

foreing export subsidies, but against domestic subsidies.
And, therefore, the Canadian Government --
Senator Heinz. In our act, and I presume in Canada

as well.
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Mr. Lang. And I would presume Canada might take that
view of this situation. However, Ambassador Yeutter's
statement--which I just read--would suggest that he
considers this to be dangerous to the subsidies code that
resulted from the Tokyo Round.

Senator Heinz. What you are saying, I think, is that
there was no special carve out in the Tokyo Round of
agriculture. ‘Agriculture, as far as beihg covefed -

Mr. Lang. By countervailing statutes. |

Senator Heinz. -- By countervailing duty statutes in
qounfries. -Now, is it not true, however, that Gatt
signatories are éntitléd, or are they not entitled, to an
injury finding before ény such countervailing duties can
be imposed? .Code, put'it this way -- I should Say, aren't
code signatories entitled to an injury finding?

Mr.:Lang. Yes sir. They are.

Senator Heinz.A»Did Canada make any injury finding in
this case that we know of.

Senator Durenberger. Yes. They did it on Friday.

Mr. Lang. I believe they did. I'm told that's what

the Friday decision was. But, I don't have the text to

read.
Senator Heinz. Because the report I got in the
Washington Post--always a dangerous, always dangerous to

take it as the last word--was that there seemed to be an’
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absence of an injury finding. I just want to be clear on
that point. Do you think there, your information said there
was an injury finding?

Mr. Lang. Ambassador Yeutter's statement indicates
that he wants to see.the Canadian papers before he announces
on that subje;é; And I feel the same way. Until &é see
what they've decidgd, I'm reélly unable to answer your
question.

Senatof Heinz. Let me ask.Dave.Durenberger then.
David, there seems to be a little uncertainty as to whether
or not. the Canadians played by the rules or nﬁt. If fhey
have not played by the.rﬁles, I am totally for your
resolution. I might be for it also béSed on what Max
Baucus has indicated. But, I would feél more comfortable
if we had a clearer idea of what the Candédians either did
or didn't do. Because,ﬁif they didn't have a legitimate
injury finding. you've got an open and. shut case.

Senator Durenbergeé. Well, would you be more
comfortable if I modified it with the qualifier that if,
in fact, there was a finding by the Canadian Department of
Natiohal Revenue, that injury to the Canadian corn industry
exists, énd that they endorsed the earlier tariff;-I thiﬁk
it was of 84.9 cents--then the Secretafy of Commgrce should
initiate under 701, or the President should direct the STR

to initiate an investigation under 301 'of Canadian
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agriculture plans.

Senator Heinz. You mean, if there -- I would have a
bigger problem if there wasn't a legitimate finding of
ihjury.

Senator Durenberger. But I'm qualifying the resolution
that if there was a finding, then my resolutionlwould be
operative.

Senator Heinz. I would think you would want-fo do 1t
the other way;

The Chairman. If the Chairman may interrupt here for.
just a moment. What the Senator has proposed is something
that--if he's right on.his:facts—-I would have gonsiderable
Sympathy'for.‘ But, I would alsolwant to know what the
Administration wanted to do. Ahd we did have, we made a
trip up there meeting with the members of Parliament, ;he
leadership, Prime Minister, Tfade Minister, talking abou;
trying to expedite a trade agreement with Canada.

And I think that's terribly important to this count}y
and to thém. I'm not sure just what kind of an affect this
kind of mandatiﬁg would have of countervailing duties.

I can say that we'll be having another héaring of this
committee on Tuesday, where we deal with the subject of
section 301, and at that time.we could direct the
Administration be here and to comment on the Senator's

resolution. And I would feel much more comfortable about
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whatever decision we might make after having been apprised
by the Administration. And, I would wonder if the Senator
would consider withholding it until that time?

Senator Durenberger. Perhaps I'l1 withhold until the

Senator from Missouri has a chance to comment.

Senator Danforth.  Before you withhold it, I wonder,
Mr. Chairman, if»we'could set it aside until we deal with
the Moynihan resolution. I think that they're both

obviously related to Canadian trade. I am concerned, very

concerned, that if we adopt the Moynihan resolution--which

I will strongly eppusé-—and if we fail to adopt the
Durenberger resolution; it will set the worst pqssible
state this committee could set for our negotiations with.
Canada.

I think that it would be ; negotiating-disaster. I
support the Durenberger resolution. i think that what
happened--as I understand it--1is that the Canadians purported
to find injury and purported it could inflate the
countervailing duty. But, in fact, it was a subterfuge.

It was tha use of their subsidy law, countervailing duty law,
in order not to offset the U.S. susidy, but rather to manage
a worldwide glut of agricultural products, in genaral, and
corn in particular.

And, this subterfuge took place at the same time, not

that the United States was artificially attempting to
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increase the production of corn; but at the time that we
were taking corn out of production. That was our national
policy. That is, we were taking corn out of production.
The Canadians were increasing the production of corn, and
that they were protecting their own market by this measure,
and that, in fact, U.S. care of the Canadian market for
corn has_declined-iq~the past four or five years from about
22 percent to about 4 percent.

Now, that in fact, is what has happéned. And.I think
that if we've lost anything, get away with using subsidy
codes, as they weigh, as they subterfuge, guides the plight
to pdt in place protecfionism for agriculture, it really is
ah exceptionally insipid, weak_pélicy for the United States
to follow.

So, I strongly support the Durenberger resolution.

1

.And I hope that he will persist in offering it. I hope that

he will persist today in ‘offering it.
But I certainly would say that let's deal with the
Moynihan proposition first, because, if we agree to that

and then decide to turn back Durenberger's, that will be a

very, very powerful sign'to our negotiators and to the

Canadians, and a very, very delicate one.
The Chairman. I think that deserves a chance to reply
by Senator Moynihan.

Senator Moynihan. Thank you, Mr. Chairman.
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First of all, I would like to say that I don't think
that we should raise our levels of disagreement this early
in this Congress, about things that we want to find accord
on. I was'surprised and disappointéd by the Canadian action.
I am to be meeting shortly ﬁow‘with Mr; Joe Clark, who is
the foreign secretary of Canada, and will so tell him.

And I am so fearful of our, how delicate our érrangements
are here. - I'd like to make just one point which I hope If
do not become tedious about.

The United States has more trade with the Province of
Ontario than it has witthapan. FOnce again, the United
States has more trade Qith the Province of Ontario than it
has with Japan. Tﬁis is incomparably the most important
country in the world to us.

In 1986, Prime Minister Maroney and President Reagan
in Quebec reached agreement to commence trade negotiétions——
one of the President's most important initiatives, and'not
an everyday one. If you'd liké to know the details, the
last time it happened was under President Taft. And he got
the then Prime Minister Laureate to agree to a proposed'
trade negotiation at a. time wheén most of Canada's‘trade was
with the United Kingdom.

Over in the House, I'm sorry to sdy, Mr. Champ Clark

said this was an important measure, could lead directly to

24

/ \ .
%:7; 25 the annexation of Canada. And in seven months time,
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Mr. Laureate was out of office. There's a hotel named for
him in Ottawa and that is what remains of that 75-year old
effort. It took 75 years for a Prime Minister to dare to
do it again.
In this committee last year, by a 10-10 vote, we almost
prevented our President from going forward. Mr. Packwood
well remembers-ihat. Now, on the first day of this
conference, of this seésion, I ihtroduced a resolution--I'm
surprised my friesd from Missouri .finds it so alarming.
- It simply says, it hopes that our, it assents of the Senate,
“the representatives of the United States should procégd.on
an expedited and priorityvbasié to conclude the negotiation
of a mutually beneficial, comprehensive, bilateral trade
agreement, between the United States and Canada." That's

S. Res. 50.

I'm not fiﬁished.

(Pause)

Now, what I had in mind is the urgency with which it
seems to me, our massively importént relations with Canada
are getting fowled up by shakes and shiﬁgles and a few
bushels of corn. .Enormous flows of capital; I mean, when
the Chrysler Corporation sought the Renault Corporation,
which involved the Jeep Corporation, fhey bought a plant in
Canada. The integration of manufacturing and agriculture

and trade, and so forth. It's incredibly important.
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I've just been managing the conference on the highway
bill and having the most, in sense say arguments--they are
behind this--on movement of little bits of cement up across,
up, north and south across this border of 2,500 miles,
because limestone ridges are on either side of the border.

We're headed to teéar up our most important economic
relationship over‘nothings. Now, 1f we get.this trade
agreement soon, we might‘get out of this cycle. I know
my friend, Mr. Durenberger. He says the Canadians have
offered, have in effect placed countervailing measures on
the import of corn. And he propose& that the President
should direct the Secretary of Commerce to initiate a
countervailing duty investigation also.

Well this 1is exacfly what we don't want to get into --
this ba;k and forth, back and forth over small matters
obscuring, making matters, making poiitiCal positions
untenable for the leaéérs of both countries.

Mr. Chairman, I will certainly withdraw the request to
have S. Res. 50 considered if this whold matter, if
Senator Durenberger indicates, as ﬁe probably does, that
he wouldlwithdraw his. We can talk about these things.

Bﬁt on -the occasion of the visit of the foreign
secretary to adopt a resolution that would make it difficult,
that would be seen at home as a much larger event than it

would be seen in this committee. I suggest to you ‘that.
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The Chairman. Let me say, Senator. We're running into
a practical problem of a quorum here and our ranks are being
decimated rapidly. I know Senator Danforth, Senator Baucus,
and others have fesolutions they want considered. With
what you have offered and visiting with Senator Durenberger,
I would urge that we delay the decision on this until next
Tuesday,_and if we let the Administratién have a chance to
appear befofe us and give us-their comments as to how they
think it should be resolved, because we do have a tough
negotiation under way. |

I also have considerable sympathy for what Senator

‘Durenberger has offered in this regard. But I think the

Administration.deserves an opportunity to appear on it.
And would urge that they delay the consideration until
next Tuesday;

Senator Moynihan. Would I understand that both
measures wduldvbe postponed?

The Chairman. Oh, absolutely. You'd have an opportunity
and so would Senator Durenberger.

Senator Durenberger. Mr. Chairman, I think they are
somewhat different issues, but, havingibeen through the 10-10
battle with all of £he rest of you last year, I can understand
why the chair respecfs the important rble that this
committee is playing in the U.S.-Canadian relations.

And so, I am willing to defer until Tuesday. But I
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would hope that all of our colleagues will be here Tuesday
to participate in this decision. " And I intend to put my
resolution and hope it's unanimously supported on Tuesday.

The Chairman. Good. I appreciate that gentlemen.

I think the subject we have Tuesday on section 301 will be
of sufficient interest-thatbthat will also bring meﬁbers.
Now we have --

Senator Moynihan. Mr. Chairman, I just have. to make a
point. I mean, it's likely té'escape some members of this
committee. It shouldn't have escaped President Reagan or
Mr. Maroney. Tuesday is St;APatrick's‘Day. That is the
day‘they meet in Quebec. And I shall not be on hand until
the afternoon, on Tuesday afternoon. 'Is it possible that
wé can discuss this matter Tuesday.afternoon? Or is it
possible to be done WednesdaY?

The Chairman. . I think you'll have a problem with the‘
floor at that time, but, yes, we can do that.

Mr. Lang. Mr. Chairman} I might mentioﬁ that you also :
have a Trade héaring scheduled on Wednesday morning, the 18th.
It's on.a different subject, on worker rights and trade
adjustments.

Senator Moynihan. Could we do it Wednesday, Mr.
Chairman?

The Chairman. I havé no objections‘if the Senator from

Minnesota would agree to that. Let's have our meeting start
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at 9:30 on Wednesday.

Mr. Lang. Very well.

The Chairman. And we'll take it from there.

Senator Danforth. Mr. Chairman, can we further say,
let the world know that we've done this in the spirit of
the St. Patrick's Day summit, as a gesture towards Canada.

The Chairman. .Senator Danforth.

Senator Danforth. I think‘that this is an enormously
serious and a very, very delicate subject. This committee
dealtT with this matter, whehever it was, a year ago, I
guess. And it was very controversial, as the Chairman will
remember and the ranking member will remember. We were
taken up to the White House, we chattered on fhe subject,
had meetings}of the Senate behind closed doors on it.

It was very, very serious. I would guess that whenever
this meeting occurs, it's going to be a matter on which there
will be a considerable debafé within the committee. I just
wonder if setting aside a little time before another meeting,
or after another meeting, 1s going to be --

The Chairman. It may not, Sénator.. But if it doesn't
suffice, I'm sure that we Wiil find additionél time to
further consider it. The committee is going to try to
accommodate the concerns and the desires of the Senator
from Minnesota and the Senator from New York.

Senator Packwood. Could I ask the Senator from New York
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a question? This resolution doesn't look all that radical,
as I'm looking at it. Are you asking nothing more than to
encourage the Canadian and American representatives to hurry
along on an expedited basis and attempt to conclude some
mutually beneficial treaty? -

Senator Moynihan. It is exactly that to say--good luck,
keep going, we know you are there, we wish you well.

Senator Matsunaga. I'd like to add, Mr. Chairman, it's
rather unbecoming of a Senator from New York.

The Chairman. Gentlemen. We. could debate this one
for some time, but we are really having tfouble holding a
quorum and we are going to get to it, and we've agreed to
get to it on Wednesday. And the Senator from Montana has
been waiting for some time to offer a ;esolution.

Senator Baucus. Mr. Chairman, it is very simple, I
think, noﬂ-contro?ersial men, but:basically,ain the éye of
the Customs Service --

The Chairman. I'd like one Sf those.

(Laughter)

Senator Baucus. -- is to give the Ways and Means
Committee 180 days notice of any intent of the Customs
Service to close a port of entry or make a significant
change in them.

Senator Packwood. I move it's adoption. It's a good
propoéal.
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The Chairman.

Senator
do what?
Senator
Senator
anything.
Senator
earlier.
Senator
Senator

Senator

Chafee.

Baucus.

Chafee.

Baucus.

Chafee.

Baucus.

Chafee.

Is there objection to it?

Well, it's the old story, to do, to

To give notice.

So, for six months they couldn't do
That forces them to think a little
Six months. Is that right?

That's right.

We're the same group that's saying,

let's get this budget under control, but--see, my Customs

55

have been cut down as much as they have been cut, so I take

a view that I like to share the pain. And I'm not sure.

This is sort of like the closing of.bases. I don't think

it is good measure.

The Chairman.

(No response)

Are there further comments on it?

The Chairman. All in favor of the resolution, make

it known by saying aye.

(A chorus of ﬂayeS")

The Chairman.

(No response)

The Chairman.

The motion carried.

Opposed.

Senator Danforth.

Senator Danforth. Mr. Chairman, I have a S. Con. Res.
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21;‘which is the o0il fat resolution.

Seﬁator Packwood. O0il what?

Senator Danforth. The o0il fat resolution. This urges
the Administration vigorously to impose the proposed
European Community tax on oil fat, and further to notify
the Community that it's implementation would be met with
immediafe retaliation.

.Last weekend, Ambassador Yeutter acknowledged that the
United States would, in féct, respond vigorously if the
European Community adopts this tax.

Mr. Chairman, the largést single U.S. market for soy-
beans is the European Community. Their proposal has been
made within the Eufopean Community to impose a tax equal to
approximately 90 percent of the current‘priée of soybeans.

The purpose of.the_proposed tax would be to finance
thé co;mon agricultural policy of the European Community
with respect to the fat‘and'oilﬂseﬁtor. It is interesting
that tﬁis broposed ta# was_announ@ed less than thre¢ weeks
after the setflement of what was about to be a major trade
war between the United States and the European Community
with respect to agricultural products.

At the time of that settlement, the .Europeans
specifically égreed to reaffirm their 1962 duty-free
bindings on o0il seed and o0il meal. This‘ié viewed as a

very serious matter by American agriculture. It would
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raise $2.3 billion annually with a 90 percent increase of
the tax on soybean oil.

And the point of the resolution is simply to urge the
Administration vigqrously to oppose the tax and to notify
the Community that-it's implementatioﬁ would be met by
immediate retaliafion.

The Chairman. - I'd like to get a .comment of staff
concerning the'resolution, please.

Mr. Léng. Mr. Chairman, we have no opposition to the
resolution. We don't have a specific Administration comment
on the resolution, but they have expreSsed great concern
over a number of years, in fact, about these proposals to
tax faté and oils in Europe, because they have a
discriminatory affect on U.S. oil seed exports, fof which
the United.States hasla binding from the European Community.

(Pause) !

Senator Chafee. Mr.-Chairman.

The Sehatof. Yes.

Senator Chafee: I think‘Sénator Danforth makes a very,
very good point here as we understahd it. But, I think in
dealing with these matters}that are of.conSiderab1e>
importance that it behooves us to have:the.view of the
Administration. And we seem to bé prdééeding here on the
basis of what beople have read’in the Washington Post, or

what somebody has heard Mr. Yeutter say here or there.

Moffitt Reporting Associates
Falls Church, Virginia 22046
(703) 237.4759

L_______;_______________________________________________;;4444444WﬁW“




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

58

And these are very important resolutions coming from,
what I.consider to be, a very important committee here.
And, if they are going to carry some weight, I think they
should have the--we ought to at least know where the

Administration stands and what their view is on something

as significant as this.

‘Senator Danforth seems to make a very good point.
But nobody from the Administration,.nor can Mr. Lang tell
us definitely what the Administrafion thinks on this. The
Administration hasn't been heard. And we're trading in
waters that I think.arevdéngerous unless'we know exactly
what we're doing.

Mr. Lang. Mr. Chairman,.i've been Handed a press
release issued by Ambassador Yeutter on March 2, 1987.
And Ambaséador Yeutter is quoted--it's a USTR Press Release--
and.Ambassador Yeutter in the press rélease as saying,
"The proposed tax would have a severe impact on American
soybean farmers. It clearly impaifs our Gatt bindings.
(Gatt bindings are commitments to hold duties at certain
levels:) And it also violates the spirit of the standstill
commitment we all méde at Ponte del Este last year. The
tax is simply a creative way of attempting to shoulder our
soybean producers with a significant portion of the cost
of the EC's common agricultﬁral policy. ‘That;s an

unacceptable situation for us, and it's enactment would
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leave ué no choice but to vigorously protect our trade
rights and defénd our access to the European market."

Senator Danforth. This resolution, I would submit,
is precisely the position of the Administration.

Senator Chafee. Well, except as I read your
resoiﬁtion, it says, and will result in the adoption of
strong éqd immediate counter-measures. How are we going
to do the counter-measures?

Senator Danforth. We've still got to -{

Senator Chafee. Is he going to do them? Or, is he
going to bargain them out of it or --

- Senator Danforth. John, this is a matter that is
absoiutely of the moment with respect to the European
Community. There is a dispute within the European Community
right now as to whether or not to impose this tax.

If it iétimposed by the Europeah Community--and the
decision will be made this month whether to do it--it will
be a major evént. You don't abolish tariff fihdings that

have been 'in place since 1962 and that were specifically

reaffirmed as a part of the negotiations which some people

complained about, that many peopie complained about, to
avert trade war relating to the obsession of fame and
fortune.

And then, three weeks later, put'in place a process of

abrogating those agreements, and putting in place that they
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1 pass on vegetable oil. It just isn't done. And the

2 question here is, do we say.to the four or five couﬁtries
3 ih‘the Europeah Community who have expressed opposition to
4 this proposal, this is a major matter in the United States,
5 and we would have to retaliate that as the will of the

6 Finance Committee. That we say, well, we're --

7 , Senétor Chafee. No one is arguing about taking a

8 position. I just think when we take positions, we ought
"9 || to know exactly what we're doing and where things.stand --
10 not based on some press release on March 2nd.

1 Senétof Danforth. This 1is hot based on a press

12 release. ‘This is a, you know, your factual situation.

13 || It's a violation of power play.

14  Senator Chafee. I'd vote for the thing if I at least
15 had heard from where the Administration stood. Maybe they
16 | are aéainst it. Maybe they are for it. But I think,"

17 frankly, I don't think this is the cbmmitté; that makes

18 foreign policy. And we ought to hear--whether it's

19 tomorrow or this afternoon--hear what these people think,
20 who are running the show for us, or trying to‘run it. |

The Chairman. - Are there further comments?

21

22 Senator Matsunaga. Mr. Chairman,

23 The Chairman. Yes, Senator Matsunaga.

24 Senator Matsunaga. I feel that Senator Danforth has
é;; 25 offered a good amendment and I would support it, but I am
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inclined to agree more with Senator Chafee that we ought
to have the views of the Administration expressed to this
committee.

Senator Danforth. I withdraw the resolution.

The Chairman. Are theré further amendments or
resolutions to be brought before the committee?

Senator Danforth. Will there be'an opportunity td
raise this resolution next weeké

The Chairman. Senator, I'll see that you have that
opportunity.

| Séﬁator Armstrong. Mr. Chairmaﬁ, may I please direct

a question to Senator Danforth?

The. Chairman. Yes, of course.

Senator Armstrong. What's your reason for withdrawing

the act?

Senator Danforth. Because I really think that it is
important for the Finance Committee to give a very strong
statement.: This is simply a sense of the Congress to report.

The Chairman. Let me interrupt. He doesn't have a

‘quorum. -And we'll take it up next week. I prefer to have

a quorum.
Senator Danforth. While we're on the subject to a

point of order, and also with the expression of somé

disagreemént without the committee, I'd rather not send

any message.
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Senator Chafee. I just want to make it clear. I have
never suggested raising any point of order.

The Chairman. I understand that you haven't raised
a point of order.

Senator Chafee. As far as I'm concerned, if the votes
are for the thing, three cheers. I'm not going td go on
any procedural matter here. I just think that if we're
proceeding around here, and; Mr. Chairman, if we have thé
time, I'd‘like‘to get back if I could to Senator Armstrong's
resolution, which was not on the schedule.

We had three resolutions which was listed for our
conéideration, and up popped that one, which, I suppose was
my fault. I wasn't here. But, it wasn't on the list, and
I think it falls in the same cétegory as the rest of them.

Senator Armstrong. No it doesn't, John, because I can

‘tell you right now what their reaction to it will be. If

you want to know the Administration's view of the Armstrong
amendment, it is they are against it.

You don't have to ask them. I will just tell you that.

Senator.Chafee. Well --

Sénafor:Danforth. Mr. Chairman,_let's‘just'make it
clear that in future hearings we always have somebody to
speak for the Administration, because otherwise, we're not
going to get anywhere.

The Chairman. Senator Danforth, I think that's good
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1 | advice, and I regret we didn't. I, frankly, didn't

2 anticipate this many controversial resolutions. Buf,
3 with that understanding that you are withdrawing the

4 resolution, we will make time for it at quite an early

5 date.

If there is nothing further to be brought before the

8
7 l committee, we will stand adjourned.

8 Sehator Chafee. Mr.:Chairman, could I just raise one
9 point.

10 " The Chairman. Ygs.

11 |l lSenator Chafee. On the Armstrong resolution, which I

12 assume--not assume--1I understahd was adopted by a voice

13 || vote, and I was not here. Ifd}iike to be recorded as being
14 against it and think it‘was unfortunate that we adopted

15 something like this, as significant a§ this, directing.

18 Usually, we don't do things as specific as that. Here,

17 || we direct the Secretar; of Treasury to prohibit. I mean,

18 this is a major piece of legislation that we just put in

19 here under the Armstrong amendment by a voice vote.

 'And I think it is véry unfortuﬁate. And if we have a

21 quorum--and I assume we will have a quorum--I'm going to

22 raise it again and see if we can reverse track, or at least

23 || we will hear from the Administration on this.
24 The Chairman. Are there further comments?
i)
&ﬁ/ 2% (No response.)
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The Chairman. The Senator's comments are noted, and
his vote will be so cited. And the committee will stand

adjourned.

(Whereupon, at 11:08 a.m., the meeting was concluded.)
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Press Release #M=1

PRESS RELEASE

FOR IMMEDIATE RELEASE UNITED STATES SENATE
March 6, 1987 COMMITTEE ON FINANCE
SD-205 Dirksen Senate Office
Building

Washington, D.C. 20510

FINANCE COMMITTEE TO MARK UP CUSTOMS BUDGET,
WORK ON OTHER TRADE AGENCY BUDGETS ALSO SET TO PROCEED

. Washington, D.C. - Senator Lloyd Bentsen (D., Texas),
Chairman of the Senate Finance Committee, announced Friday that
the Committee will mark up legislation authorizing appropriations
for the U.S. Customs Service on Wednesday, March 11, 1987.

The Chairman said the Committee will also mark up
. budgets for the U.S. International Trade Commission and for the
Office of the U.S. Trade Representative at that time.

The mark up session is scheduled to>begin at 9:30 a.m.
in Room SD-=215 of the Dirksen Senate Office Building.

"The Administration's proposed budget for the U.S.
Customs Service is of particular concern in this markup," Bentsen
said. "We have held four hearings on this particular subject
this year as compared to only one hearing in previous years."

“"There is concern that the Administration's budget
proposal is grossly inadequate, that it does not provide the
tesources U.S. Customs needs to process commercial goods with all
due speed while at the same time substantially increasing its
efforts to prevent the entry of illegal drugs," Chairman Bentsen
said.

P.R‘ #M-l



Press Release #M-2

P RESS RELEASE

FOR IMMEDIATE RELEASE UNITED STATES SENATE
March 11, 1987 COMMITTEE ON FINANCE
SD-205 Dirksen Senate Office
Building

Washington, D.C. 20510

FINANCE COMMITTEE ORDERS FAVORABLY REPORTED AN ORIGINAL BILL
AUTHORIZING APPROPRIATIONS FOR THE U.S. CUSTOMS SERVICE,
THE OFFICE OF THE U.S. TRADE REPRESENTATIVE, AND THE
U.S. INTERNATIONAL TRADE COMMISSION, AND FOR OTHER PURPOSES

Washington, D.C. - Senator Lloyd Bentsen (D., Texas),
Chairman of the Committee on Finance, announced Wednesday that
the Committee ordered favorably reported an original bill
testoring funding to the U.S. Customs Service, rejecting cutbacks
1n appropriations and manpower requested by the Administration.

The Committee also authorized appropriations for two
other trade agencies, the Office of the U.S. Trade Representative
and the U.S. International Trade Commission, and favorably
r2ported a non-binding resolution on semiconductors.

Authorizations of Appropriations

U.S. Customs Service.--The Committee ordered favorably
reported an original bill authorizing fiscal year (FY) 1988
appropriations of $1,035,211,000 for the U.S. Customs Service.
This is an increase of $145,911,000 over what the President's
budget proposed for the Service, but represents no increase in
personnel or level of services from the amount authorized by the
Committee for the Customs Service for FY 1987. The President's
budget request would have required a reduction in Customs Service
personnel from 15,037 to 13,039.

The Committee bill also contains the following
provisions with regard to the Customs Service authorization:

(1) An_amendment by Senator Bentsen establishing a
customs private sector advisory committee.--The Committee bill
provides for the establishment of a 20-member private sector
committee to advise the Secretary of the Treasury on matters
relating to commercial operations of the Customs Service. The
Secretary of the Treasury would be instructed to choose the
members of the committee from among representatives of those
businesses and organizations concerned about the commercial
operations of the Customs Service. The amendment would provide
for an annual report by the committee to the Congress, and would
contain a "sunset" provision terminating the committee after two

years'unless_it is re-authorized by the Congress.




-

(2) A Bentsen amendment clarifying the customs user
fees law.-~-The Committee bill would add clarifying language to
the customs user fees law to expressly provide that the fees are
offsetting receipts to be used solely for salaries and expenses
for commercial operations of the Customs Service and that the
conveyance user fee be used first for relmbursing the Customs
Service for overtime inspectional serv1ces, then for expenditures
for commercial operations.

(3) An_amendment by Senator Armstrong to prohibit
imports of Soviet goods produced by forced labor.--The amendment
would direct the Secretary of the Treasury to prohibit the
importation from the Soviet Union of the following products,
which are found to be made, wholly or in part, by convict labor,
forced labor, or indentured labor under penal servitude in
violation of U.S. law: Gold ore, agricultural machinery, tractor
generators, tea, crude petroleum, motor fuel, and kerosene. A
product could only be imported if the President certifies either
that it is not being made with forced labor or that prohibiting
importation directly affects the national security interests of

the United States.

(4) An _amendment by Senator Baucus to reqplre
Congressional not1f1cat1gg_of certain actions by Customs.--The
amendment requires the Commissioner of Customs to notify the
Senate Committee on Finance and the House Committee on Ways and
Means at least 180 days in advance of taking any action which

would result in a significant reduction in force of employees

~other than by means of attrition; result in any significant

reduction in hours of operation or services rendered at any
office of the Customs Service or any port of entry; eliminate or
relocate any office of the Customs Service; eliminate any port of
entry; or significantly reduce the number of employees assigned
to any office of the Customs Service or any port of entry.

U.S. Trade Rogresentatlve.-—The bill authorizes
appropriations for the U.S. Trade Representatlve (USTR) for FY
1988 of $15,248,000, the amount requested in the President's
proposed budget for USTR.

International Trade Commission.--The bill also
authorizes $35,386,000 for the International Trade Commission
(ITC) for FY 1988, the amount requested by the ITC.

Resolution on the U.S.-Japan Agreement on Semiconductors

The Committee by voice vote ordered favorably reported
S. Res. 164, a non-binding resolution sponsored by Senator
Wilson and others, calling on the President to respond to
violations by Japan of the July 1986 bilateral agreement on

semiconductors.



Continuing of Markup

The Committee decided to continue the markup at 9:30
a.m. on Wednesday, March 18, 1987, preceding a hearing previously
scheduled on that day concerning legislation on workers' rights
and trade adjustment assistance. The agenda for the markup will
be a discussion of certain resolutions raised by Senators today.
These resolutions are S. Con. Res. 21, relating to practices of
the European Community with regard to fats and oils, introduced
by Senator Danforth; S. Con. Res. 27, relating to Canadian
countervailing duty practices, introduced by Senator Durenberger;
and S. Res. 50, in support of Canadian-American comprehensive
trade negotiations, introduced by Senator Moynihan.

P.R. #M-2




UNITED STATES SENATE
COMMITTEE ON FINANCE

Wednesday, March 11, 1987

Fiscal year 1988 authorization of appropriations
for the Office of the U.S. Trade Representative,
the U.S. International Trade Commission, and the
U.S. Customs Service (see staff document A).

A resolution, introduced by Senator Wilson, calling
on the President to respond to the violations by
Japan of the U.S.-Japan agreement on semiconductors
(see document B).



March 11, 1987

FISCAL YEAR 1988 AUTHORIZATION OF APPROPRIATIONS
FOR THE OFFICE OF THE U.S. TRADE REPRESENTATIVE,
THE U.S. INTERNATIONAL TRADE COMMISSION,

AND THE U.S. CUSTOMS SERVICE

(Prepared by the Staff of the Senate Committee on Finance)

U.S. Trade Representative (USTR)

Section 141(f) of the Trade Act of 1974 (19 U.s.C.
2171(f)) requires the annual authorization of appropriations for
USTR. The USTR has requested an authorization of $15,248,000 for
fiscal year (FY) 1988, of which not to exceed $69,000 may be used
for entertainment and representation expenses. Authorization is
also sought for the 1988 funds to be no-year funds (that is, they
would remain available until expended) in order to allow USTR
greater flexibility in timing expenditures for the Geneva office
to take advantage of changes in the value of the Swiss franc
compared to the dollar. The Subcommittee on International Trade
of the Finance Committee held hearlngs on USTR's authorization
request on February 27, 1987.

Explanation of budget.--The $15,248,000 requested by
USTR is an increase of approximately $1,948, 000 over the
$13,300,000 authorized for 1987. The increase reflects both non-
dlscretlonary cost increases and increases necessitated by the
Uruguay Round multilateral trade negotiations. The non-
discretionary component ($1,398,000) includes increases for rent
for USTR's Washington and Geneva, Switzerland, facilities and
additional personnel costs necessitated by the Federal Employees
Retirement System and the three percent 1987 pay raise. The
additional $550,000 for expenses related to the Uruguay Round
include the addition of five personnel positions, a one-time
expendlture for upgrading USTR's computer capacity, and an
additional $10,000 (for a total of $69,000) for representation
funds. (At the authorization hearing Deputy USTR Alan Woods
testified that the Administration has requested 72 additional
positions, at a cost of over $4 million, for the International
Trade Administration (ITA) of the Department of Commerce to
assist in the Uruguay Round. The Administration is seeking to
put these additional personnel in ITA rather than USTR in
accordance with its policy of maintaining USTR as a "lean"
operation.)




U.S. International Trade Commission (ITC)

Section 330(e)(l) of the Tariff Act of 1930 (19 U.S.C.
1330(e) (1)) requires annual enactment of an authorization of
appropriations for the ITC. Section 175 of the Trade Act of 1974
(19 U.S.C. 2232) requires that the ITC's estimated expenditures
and proposed appropriations be included in the President's budget
without revision. The Subcommittee on International Trade of the
Finance Committee held hearings on authorization of
appropriations for the ITC on February 27, 1987.

Explanation of budget.--The ITC has requested an
authorization of $35,386,000 for FY 1988, an increase of
$1,486,000 over the FY 1987 figure of $33,900,000. All the
increase is accounted for by non-discretionary factors, including
increased rental costs follow1ng the ITC's move to new facilities
in September 1987 ($4,000,000. in no- year funds were appropriated
to the ITC in FY 1987 to cover the costs of the move), and
additional personnel costs associated with the Federal Employee
Retirement System and the three percent 1987 pay raise. No
increase in personnel is sought over the 502 positions already
provided for in FY 1987.

U.s. Customs_Service

Section 301 of the Customs Procedural Reform and
Simplification Act of 1978 (19 U.S.C. 2075) requires annual
enactment of an authorization of appropriations to the U.S.
Customs Service. The 1986 Budget Reconciliation Act of 1986
amended section 301 to require that for all years after FY 1987,
the authorization shall separately specify the amount authorized
for salaries and expenses for commercial operations and the
amount authorized for salaries and expenses for other than
commercial operations (the purpose is to identify those
operations to be funded out of the merchandise user fee account,
which is dedicated for salaries and expenses for commercial
operations). The Finance Committee held hearings on
authorization of approprlatlons for Customs on February 11, 25,
and 26, 1987.

Explanation of budget.--As approved in the continuing
resolution (P.L. 99-591), the Customs Service's appropriation for
FY 1987 is $1,019,435,000. This would support a staffing level

- of 15,043 positions. For FY 1988, the President's budget

proposes to reduce the appropriation for the Customs Service to
$899,786,000 and 13,047 average positions. This represents a
reduction of $119,649,000 and 1,996 average positions from the FY
1987 authorized level.




The total authorization needed for FY 1988 in order to
maintain services at the FY 1987 level is $1,035,211,000. Broken
down by account, the "current services" levels, compared to the
Administration's budget request, are:

President's Budget Current Services
Salaries and expenses 803,090,000 917,000,000
Air operations and . ~
maintenance 86,210,000 ‘ 118,020,000
(Please note that two other accounts carried in Customs'
budget request -- the Customs forfeiture fund and the small
airports user fee account -- are permanently authorized and do

not require Committee action.)

The authorization is required to specify the amount for
salaries and expenses to be available for commercial operations
and the amount to be available for all other purposes. Those
figures are as follows:

President's Budget Current Services
Commercial operations 499,198,000 559,000,000

Other 303,982,000 . 358,000,000

The Administration's FY 1988 proposal for the Customs
Service includes a request that the authorization specifically
provide for: (1) Purchase of 490 "police-type" vehicles
"without regard to the general purchase price limitation for the
current fiscal year"; (2) hire of passenger motor vehicles; (3)
up to $10,000 for "official reception and representation
expenses"; and (4) authorization to make awards to informers.
The Administration request also includes a provision, required by
Congress for the last several years, that overtime pay not exceed
$25,000 per year for any employee except as allowed by the
Commissioner to prevent excessive costs or to meet emergency
requirements. '

Another provision that was in last year's authorization
bill is not included in Customs' authorization request, however.
That specified that no sum appropriated may be used to close any
port of entry at which, during the previous fiscal year, not less
than 2,500 merchandise entries (including informal entries) were
made and not less than $1,500,000 in customs revenues were
assessed. :



House and Appropriations Committee Action

Neither the House of Representatives nor the Senate
Appropriations Committee has yet acted on the réquested budgets
for these agencies. The House Ways and Means Committee staff has
informed us that they do not anticipate conducting a mark-up on
the authorization bill until at least April. Appropriations
Committee staff has told us that a subcommittee mark-up on the
appropriations bill is expected around early May.
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IN THE SENATE OF THE UNITED STATES

wilson (for himself and Mr. McCain, Mr. Mitchell,

Mr. '
Mr. Danforth, Mr. Domenici, Mr. Bentsen, Mr. Bingaman,

Mr. Wirth, and Mr. Rockefeller
submitted the followmg regolution; which was

Calling on the PrQSJdenL to respond to the violations by Japdn of

the U.S.-Japan agreement on semiconductors.
* *

Whereas the maintenance of a healthy domestic semiconductor
industry is essential to the development of the United States
economy and the preservation of the national security of tlie

United States;

Whereas the United States semiconductor industry is a world
leader in semiconductor technology and has demonstrated its
competitiveness in all markets to which it has has free

access;

Whereas concurrent with three antidumping cases filed against
Japanese companies in 64K DRAMs, EPROMs and 256K and above
DRAMs, the United States Trade Representative on July 11,

1985 initiated an investigation into Japanese dumping of
semiconductors in the U.S. market and lack of access for U.S.
companies to the Japanese semiconductor market pursuant to
Section 301(d) (2) of the Trade Act of 1974, as amended;

Whereas on September 2, 1986, the Ambassador of Japan to the
United States and the Unlted States Trade Representative
signed the Aqreement between thie Government of Japan and the
Government of the United States of America concerning Trade
in Semiconductor Products which has been determined by the
President to be an appropriate response to the practices of
the Government of Japan with respect to trade in
semiconductors, pursuant to Section 301(d)(2) of the Trade
Act of 1974, as amended;
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Whereas in return for a Japan's pledge of increased sales in the
Japanese market and avoidance of dumping in all markets, the
Administration waived the imposition of dumping duties 1in two
antidumping cases and suspended action under Section 301;

Whereas during the last six months, collection of substantial
dumping penalties against Japanese companies have been
foregone; : '

Whereas during the last six months dumping has continued and
there has been no in increase in access to the Japanese

market;

Whereas these acts represent violations of a trade agreement
negotiated pursuant to the provisions and authoritiy of
Section 301 of. the Trade Act of 1974, as amended:;

Whereas the President has determined that any failure by the
Government of Japan to meet the commitments and objectives of
the Agreement would be inconsistent with a trade agreement or
an unjustifiable act that would burden or restrict U.S.

commerce;

Whereas the faithful implementation of the commitments and
objectives of the Agreement is the only effective means of
addressing the twin problems of access for foreign
semiconductor companies to the Japanese market and the
prevention of dumping of semiconductors by Japanese
companies; and

Whereas the Government of Japan has failed to meet the
committments that it made in the Agreement signed on
September 2, 1986: Now therefore be it

Resolved, that it is the Sense of the Senate that --

The President should immediately take all appropriate and
feasible actions under Section 301 of the Trade Act of
1974 --
(A) to remedy and prevent further violation of the
Agreement by Japan;
(B) to serve as an incentive for compliance;
(C) to compensate the United States for the harm
" suffered on account of non-compliance by Japan; and
(D) to prevent further injury to the United States;

Such actions should serve to increase, rather than restrict,
international semiconductor trade and be aimed at
enforcing commitments and achieving the objectives of
the Agreement, both with respect to market access and
the prevention of dumping in the United States and other

markets;
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Such actions. should be focused so as to directly pendiize
those who have acted inconsistently with the terms of

the Agreement; and

Such actions'may be directed at products which contain
semiconductors so as avoid any adverse effects on U.S.

semiconductor users.



Senator Baucus' Amendment to U.S. Customs Service Authorization
ﬁ\.\

CONGRESSIONAL NOTICE OF CERTAIN ACTIONS., - The Commissioner of Customs
shall notify the Committee on Finance of the Senate and the Committee on

_Ways and Means of the House of Representatives at least 180 days prior to
taking any action which would -

. (1) result in any significant reduction in force of employees

other than by means of attrition,

(2) result in any significant reduction in hours of operation or
services rendered at any office of the United States Customs Service or
any port of entry,

(3) eliminate or relocate any office of the United States
Customs Service, '

(4) eliminate any port of entry, or

(5) significantly reduce the number of employees assigned to
-any office of the United States Customs Service or any port of entry.



EUROPEAN COMMUNITY CONCURRENT RESOLUTION
' FATS AND OILS TAX '

A concurrent resolution expressing the sense. of Congress in
opposition to the proposal by the European Community for the
establishment of a tax on vegetable and marine fats and oils
and urging the President to take strong and immediate coun-
termeasures should such a tax be implemented to the detriment
of United States exports of oilseeds and products and incon-
Sistently with the European Community's obligations under the
General Agreement on Tariffs and Trade.

Whereas, in 1962 the United States negotiated duty-free
bindings for oilseeds and oilmeals in the European Community;

'Whereas, the European Community is our most important market

for soybeans, representing about 45 percent of total United
States soybean exports;

Whereas, in the recently concluded negotiations under
Article XXIV:6 of the General Agreement on Tdriffs and Trade
the European Community agreed to restore the duty-free bind-
ings for oilseeds and meals and extend them to Spain and
Portugal;

Whereas, the Commission of the European Community has now
proposed the establishment of a consumption tax on vegetable
and marine fats and oils in conjunction with the setting of
farm prices for the 1987/88 marketing year in the Community:

Whereas, this tax would amount to almost 90 percent of the
current price of soybean oil; ' :

Whereas, this tax would have a significant resEEictive effect
on United States exports of oilseeds and products, in
particular on soybeans, to the European Community;

Whereas, the'implementation of this tax would be blatantly
inconsistent with the obligations of the European Community
under the General Agreement on Tariffs and Trade;

Whereas, the Commission's proposal would constitute another
egregious attempt to impose the cost of the Common )
Agricultural Policy on the European Community's trading
partners;

Whereas, the United States has strenuously opposed similar
proposals by the European Community in the past;

Whereas, this measure would affect the livelihood of over

500,000 farmers in the United States, as well as many more in
developing countries; : ,

DANFOKTH




Whereas, the United States has consistently maintained the
position that any attempt by the European Community to impose
a tax on fats and oils would invite strong and immediate
countermeasures;

Now, therefore, be it resolved by the Senate with the House
of Representatives concurring, That it is the sense of
Congress that--

(1) the Administration should vigorously oppose the
establishment of a tax on vegetable and marine fats and oils

"in the European Community;

(2) the Administration should continue in its efforts to
ensure that such a tax is not established; and

(3) the Administration should communicate to the Euro-
pean Community the message that the United States will view
the establishment of such a tax as inconsistent with the
European Community's obligations under the General Agreement
on Tariffs and Trade that will result in the adoption of
strong and immediate countermeasures. .

SECTION 2: The Secretary of the Senate will transmit: copies
of this resolution to the President, the Secretary of. State,
the Secretary of Agriculture, the Secretary of..Commerce, the
Secretary of the Treasury, the United States Trade Represen-
tative, the Head of the Delegation of the European Community
to the United States, and the Ambassadors to the United
States for each of the Member States of the Commnnlty.



Sec. The Congress finds that the Commissioner of Customs has
reported to the Secretary of the Treasury that the Commissioner has
informatidn that reasonably, even if not conclusively, indicates the
following goods, ware, articles and merchandise from the Union of
deiet Socialist Republics are being made whblly or in part by convict
labor or/and forced labor pr/and indentured labor under penal
sanctions, and directs the Secretary of the Treasury to immediately
prohibit the importation.of:

(a) gold ore (provided for in item 601.3§ of the Tariff Schedules
of the United States);

(b) agricultural machinery (provided for in item 666.000 of such
Schedules);

(¢) tractor generators (provided for in item 683.00 of such
Schedules);
| (d) tea (provided for in item 160.50 of such Schedules); A

(e) crude petroleum (provided for in item 475.05 or 475.10 of such
Schedules);

(f) motor fuel (provided for in item 475.25 of such Schedules);
and

(g) kerosene (provided for in item 375.30 of such Schedules).

Sec. The product or products listed in Section __ may be imported

- into the United States if the President certifies to Congress that:

(a) information available to him clearly shows that the product or

products are not being made wholly or in part wiyh convict labor or/and

- forced labor or/and indentured labor under penal sanctions in the Uniop

of Soviet Socialist Republies; or




(b) prohibiting importation of the product or products directly

affects the national security interests of the United States.



STATEMENT OF THE HONORABLE LLOYD RENTSEN AT THE
FINANCE COMMITTEE MARKUP ON AITHNRIZATION NF APPROPRIATIONS
© FOR THE U.S. INTERNATIONAL TRADE COMMISSION, THE OFFICE OF
THE U.S. TRADE REPRESENTATIVE, AND-THE 1).S. CHISTOMS SERVICE

WenNEsDAY, MaRcH 11;V1Q87

THIS MORNING THE'COMM(TTEE WILL BE MARKING P A BILL, AS
WE MUST EVERY YEAR, AuTHQRIZINé APPROPRTATIONS FOR THREE.
INTERNATIONAL TRADE AGENCIES -~ THE'CUSTOMﬁ Service, THE H.S.
TRAnE_REPRESENTATIVE, AND THE INTERNATIONAL,TRADE CommissioN. As
-HAS BEEN THE CASE EVERY YEAR SINCE THEkpRESENT ADMINISTRATION
To0K OFFICE, THE PRESINENT'S BHUDGET FOR ONE OF THESE AGENCIES,
THE CusToMs SERVICE, PROPOSES NRASTIC CHTBACKS.IN FIINDING AND
MANPOWER . THE'ADMINISTRATION INTENDS TO CHT 2,000 PERSONNFL

POSITIONS FROM THOSE AUTHORIZED BY THE CONGRESS JUST LAST. YEAR.

_ IN TQREE DAYS OF COMMITTEE HEARINGS THIS YEAR ON THE
CusToMS SERVICE, IT HAS BECOME PAINFILLY CLEAR THAT THE POLICY
CALLING FOR THESE CHTS IS BOTH SHORTSIGHTED ANﬁ‘UNACCEPTABLE- Ir
IS SHORTSIGHTED IN ITS CONTINIED ASSUMPTION THAT THESE CUTS ARE A
MEANS TO TRIM OUR FEDERAL BUDGFET, BECAUSE EVERY DNOLLAR SPENT ON
THE CusSTOMS SERVICE RETURNS $17 1N TARIFFS AND FRES. [T 1S
UNACCEPTABLE BECAUSE THE CuSTOMS SERVICE IS IN nANéER 0OF LOSING

ALTOGETHER ITS ABILITY TO DO THE JOB THE PUBRLIC EXPECTS oF IT.



AT OUR HEARINGS, WITNESSES CONFIRMED THAT EMPLOYEE MORALE S LOW,
AND THE SERVICE’'S CORE OF KNOWLEDGEAELE, EXPERIENCED MIND-CAREER
EMPLOYEES IS BEING DRIVEN OFF. WE ARE TOLD THAT AT LEAST 65
PERCENT OF ALL IMPORT ENTRIES NOW COME IN WITHOUT ANY REVIEW TO
DETERMINE THE APPROPRIATE CLASSIFICATION OR DITY, AND ONLY 2 -

PERCENT OF ALL [MPORTS RECEIVE '‘PHYSICAL INSPECTION OF EVEN .THE

_MOST’RUDIMENTARY-KIND-

THE‘ADMINISTRATION TELLS US, THOUGH, THAT_INCREASEd

AUTOMAfION‘IS MAKING IT POSSIBLE TO DO MORE WORK WITH LESS
" PEOPLE, TO GET MORE RANG FOR THE BUCK. | SUPPORT ALL REASONABLE
EFFORTS TO;ST§EAMLINE THE WORK OF THE CuSTOMS SERVICE. COMPITERS
ENABLE CUSTOMS PERSONNFL TO DO THEIR JOBS MORE EFFICIENTLY. BT
COMPUTERS CANNOT REPLACE PEOPLE.. A MACHINE CANNOT INSPECT G0ODS,
1T CANNOT CLASSIFY.IMPORTED MERCHANDISE, AND IT CANNOT FLY AN
ATRPLANE IN OR WAé ON NRUGS. (NLY PEOPLE CAN DO THESE THINGS,

.

AND NO ADMINISTRATION SPOKESMAN HAS YET DEMONSTRATED THAT ANY OF

THESE TASKS ‘CAN ADEQUATELY BFE NONE AT PRESENT WITH FEWER PFOPLE.

THis COMMITTEE TOLD THE ADMINISTRAT!ON LAST YEAR THAT IT
IS HIGH TIME TO GET SERIONS ABONT THE VITAL ROLES FILLED BY THE
CUSTOMS SERVICE. Too MuCH 1S AT STAKE. THE LACK OF RESOURCES TO
PROCESS, CLASSIFY AND 1Nspecf IMPORTS ENDANGERS THE CREDIBILITY
OF OUR ENTIRE SYSTEM OF TRADE LAWS. THE LACK OF RESOURCES TO
INTERCEPT AND PUNTSH THOSE WHO SMIGGLE ILLEGAL DRIGS INTO OlR

COUNTRY ENDANGERS O!IR FAMILIES, OUR.SCHOOLS, OUR CHILDREN.




T BELIEVE THE MEMBERS OF THIS COMMITTERE ARE READY TODAY
TO PROVIDE THE CusTOMS SERVICE THE RESONRECES TO PUT ITS DEDICATED

EMPLOYEES EFFECTIVELY BACK TO WORK ON THESE IMPORTANT TASKS.




STATEMENT OF THE HONORARBLE LLOYD BENTSEN
REGARDING CUSTOMS USER FEE AMENDMENTS"
- MarcH 11, 198/

1 AM PROPOSING AN AMENDMENT TO AND CLARIFYING LANGUAGE

REGARDING THE CUSTOMS USER FEES.

CONGRESS INTENDED, IN.ENACTING THE CUSTOMS ISER FEE
ACCOUNT, TO MAKE THE FEES OFFSETTING RECE[PTS, NOT A NEw_stRce
OF REVENUE. [T WAS INTENDED THAT THE_FEES;BE AVAILABLE ONLY FOR
SALARIES AND EXPENSES FOR CIISTOMS COMMERCIAL OPERATIONS.
MOREOVER, IT WAS.INTENDED'THAf THE IISER FEES ON CONVEYANCES THAT
ARE NOT NEEDED TO REIMBIRSE (1JSTOMS FOR EXPENSES INCURRED IN
PROVIDING OVERTIME SERVICES'BE PART OF THE GENERAL ISER FEE

ACCOIINT AND BE tSED FOR CNOMMERCIAL OPERATIONS-

THe OFFICE OF MANAGEMENT AND BUDGET HOWEVER, HAS NOT
TREATED THE UISER FEES AS OFFSETTING RFECEIPTS AVAILABLE ONLY FOR
'COMMERCIAL SERVICES, AND HAS NOT TREATED THE CONVEYANCE IISER FEES
IN SHCH A MANNER THAT FEES NOT HSED FOR OVERTIME EXPENSES GO FOR
COMMERCIAL OPERATIONS. THEY HAVE TREATED THE FEES AS REVENIES

FOR THE -GENFERAL FIUND.

[ wouLD ADD LANGUAGE MAKING THE CONGRESSIONAL INTENT

IINMISTAKABLE .



STATEMENT OF THE HONNRABLE LLOYD RENTSEN
REGARDING CUSTOMS PRIVATE SECTOR ADVISORY COMMITTEE
MarcH 11, 1987

‘1 WISH TO PROPOSE AN AMENDMENT CREATING A PRIVATE SECTOR

COMMITTEE TO ADVISE THE CuSTOMS SERVI;é ON COMMERCIAL OPERATIONS.

[N HEARINGS BEFORE THIS COMMITTEE, IT HAS RECOME CLEAR
THAT THE AGENCY IS.INCREASINGLf OUT OF TOUCH WITH THOSE IT IS
MEANT TO SERVE. | BELIEVE THE MANAGEMENT OF THE SERV:CE COULD BE
GREATLY IMPROVED BY APPLICATION OF THE EXPERTISE AND SIGGESTIONS
oF KNOWLEDGEABLE MEMBERS OF THE PRIVATE secrde VAN ADVISORY
&dMMlTTEE WOlILD BE A STRICTHURED ‘WAY OF GUARANTEEING THAT
INTERESTED PERSONS ANn‘GRoubs WOULD GET THE FAR OF THE CusToMs
SERVICE -

'THE MEMBERSHIP OF fHE COMMITTEE WOHULD BE DRAWN FROM
AMONG REPRESENTATIVES OF THOSE BHSINE§SES AND ORGANIZATIONS
CONCERNED ABOUT THE COMMERCIAL OPERATIONS OF THE CuSTOMS SERVICE,
AND WOULD RE CHOSEN BY THE‘SECRETAQY 0F THE TREASIHRY WITH THE
ADVICE OF THE AssisrANT SECRETARY OF THE TREASURY FOR
ENFORCEMENT. THE SECRETARY WOULD BE [NSTRUCTED T0 cuobsE PEOPLE
FROM A VARIETY OF THOSE AFFECTED BY CuSTOMS SERVICE OPERATIONS
AND FROM BOTH POLITICAL PAQTiEs;

UNpER THE FEDERAL ANVISORY COMMITTEE ACT, SUCH

COMMITTEES ORDINARILY ARE SUBJECT TO A “SUNSET” PROVISION THAT

'REQUIRES THEM TO BE RE-AUTHORIZED EVERY TWO YEARS, HNLESS THEY

ARE EXEMPTED FROM THIS REQUIREMENT. [ WOHLD PROPOSE TO RETAIN
THE SHUNSET PROVISION, WHICH WOHLD REQIIRE THIS COMMIfTEE TO
REVIEW THE OPERATION OF THE PRIVATE SECTOR COMMITTEE ON A REGULAR

BASIS TO DETERMINE WHETHER fT IS SERVING ITS PHRPOSE WELL.




SENATE CONCURRENT RESOLU-
TION 2T—-EXPRESSING THE
SENSE OF THE SENATE THAT
THE U.S. DEPARTMENT OF
COMMERCE AND SPECIAL
TRADE REPRESENTATIVE
SHOULD INITIATE INVESTIGA-
TIONS OF CANADIAN AGRICUL-
TURAL SUBSIDIES

Mr. DURENBERGER submitted the
following concurrent resolution; which
was referred to the Committee on Fi-

nance:

S. Con. Res. 27

Whereas the United States and Canada
are signatorics to the Agreement on Inter-
pretation and Application of Articles VI.
XVI, and XXIII of the General Agreement
on Tariffs and Trade (“S8ubsidies Code"):

Whereas the Subsidies Code provides that
& countervailing duty cannot be i{mposed
unless (1) there is (nfury within the mean-
ing of Article VI of the Genera) Agreement
as interpreted by the Code and (2) a causal
Iink Is established between the allegedly
subsidized imports and the alleged Injury;

Whereas global production and stagnant
demand has led to a major oversupply of
corn and a depressing of worldwide prices
for corn;

Whereas the oversupply of corn cannot be

‘attributed to the actlons of the United

Gtates which has since 1982 imposed major
acreage reductions In an effort to control
production;

Whereas ‘between 1982 and 1885, the
United States, idled 44 milllon acres of comn
acreage which would have produced 110 mil-
lfon tons of corn; '

Whereas between 1982 and 1985, the

‘United 8tates, while acting to imit its pro-

duction has witnessed a decline in corn ex-
ports of 3¢ mlllion tons or nearly 50 percent;

Whereas U.S. exports of com to Canada
peaked n 1080-81, when U.8. corn exports
to Canada totalled 1,363,500 tons and ac-
counted for 22.5 percent of the Canadian
market;

Whereas U.S. exports of comn to Canada
have been declining sharply stnce 1981, fall-
ing to 822,200 tons (n 1982-83, then declin-
ing to 225,900 tons in 1983-84 and 300.000
tons in 1985-886;

Whereas the share of the Canadian comn
market held by the United States has been
steadily declining from 22.5 percent (n 1980-
81 to 11.22 percent in 1982-83, 3.94 percent
In 1983-84, and 4.42 percent in 1986-886:

DURENISERG £
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Whereas Canadian corn fndustry produc-
tion has steadily expanded from 5.753.200
tons In 1980-81 to 7,393,400 tons in 1985-86;

Whereas Canadian corn exports rose from
180.300 tons In 1076-717 to a peak of
1,134,000 tons in 1981-82, then dipped
slightly before reaching 650,000 tons In
1985-86;

Whereas there {s no causal link between

lmport; of corn from the United States and
injury to the Canadian corn Industry;
" Whereas the Canadian Department of Na-
tional Revenue has ruled that the Canadian
corn Industry has been Injured by American
agricultural programs and has approved a
tariff of 84.9 cents per bushel on American
exXports of corn to Canada:

Whereas the decision of the Canadian De-
partment of National revenue appears to be
arbltrary, capricious and an abuse of discre-
tion: Now, thérefore be it

Resolved, by the Senate with the House of
Representatives concurring, That it is the
sense of Congress that— .

(1) The President should direct the Secre-
tary of Commerce to initiate a Countervail-
Ing Duty Investigation under Section 701 of
the Tarlff Act of 1930 of subsidized agricul-
ture imports from Canada which benefit
from Canadian price support programs;
and/or :

(2) the Prestdent should direct the United
States Trade Representative to immeditately
initiate an investigation under Section 301
of the Trade Act of 1974 to determine
whether agriculture programs operated by
the Canadian federal and provincial govern-
ments constitute an unfair and unjustifiable
trade practice.

8ec. 2. The Secretary of the Senate will
transmit coples of this resolution to the
President, the Secretary of Agriculture, the
Secretary of Commerce, the Secretary of
Treasury, the United States Trade Repre-
sentative, and the Canadian Ambessador to
the United States.



IOOTH CONGRESS ‘
18T SESSION S RES 50 o

‘ In support of Canadian- Amencan comprehensrve trade negotxatlons

- IN THE -SENATE. OF -THE UNITED STATES
JANUARY 6,:1987 -

Mr. MOYNIHAN submrtted the following resolution; which was referred to the
R : Committee 'on Finarice :

. RESOLUTION

In support of Canadlan Amencan comprehenswe trade

negotlatlons

Whereas, (1) the Umted States-Canada bﬂateral trade relatlon-
ship is of -vital importance to both countries since— -

(a) the: United States-Canadian trade. relationship .is the
largest in the world, ‘with bilateral - merchandrse trade ex-
ceeding $100,000, OOO 000;: - - P PR

Ab) Canada and the United - States are each other S
largest export market; Ce e .

~(¢) .approximately two million jobs;.in each -country
depend on exports to the other country; ... . ., .-

(d) more than three-quarters of Canada’s exports—rep-

- resenting one-third- of her gross national product—are sent
to-the United States; '




(e) more than one-fifth of United States’ exports are
sent to Canada and apprommately 85 per centum of these
are manufactured goods and ’ ,

() more than 75 per centum of direct forelgn invest-
ment in Canada is by the United States while Cana,dla,n'
direct investment in the United States is.the third largest |
source of foreign investment funds.

(2) Although trade between the United States and Canada is
relatively free, both countries ‘cowd benefit from expanded

trade in goods and services.

(3) A comprehensive ‘ bilateral. trade agreéinéht 'e'ncompassing
tariff and nontariff matters presents the best opportunity of
resolving trade problems which threaten expanded trade be-
tween the two countries—

(a) althbugh' by "1'987 wh‘en the Tokyd round tariff re-
ductions have been fully 1mplemented apprommately 80 per
centum of Canada’s exports to the United States and 65 per
centum of United States exports to Canada will enter duty
free, further reductions in remaining Canadian tariffs (on av-
erage 9 per centum) and United States tariffs (on average

~ 4-5 per centum) could further promote trade;

? .+ (b) an agreement could ‘also address Canadian nontariff
barriers such as Government: procurement policies, State
monopolies; technical standards, and processing require-
ments, as well as restrictions on investment and services,
product subsidization and failure to protect intellectual prop-
erty rights; and ' S

(c) an agreement could also address Canadian concerns

. with securing access to the United States market which
may be denied as a result of the imposition of import limita-
tions or Government policies on procuremeént or investment,

as well as developing more predictable rules under which bi-
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.lateral trade is conducted and future disputes might be

settled. -

(4) On September 26, 1985, Canadian Prime Minister Brian

Mulroney announced his decision to pursue a comprehensive
trade agreement “‘involving the broadest possible package of
mutuﬁlly beneficial reductions in tariff and nontariff bar-
riers” to trade in goods and services and President Reagan

~ immediately welcomed Mulroney’s proposal for the negotia-

tion of a comprehensive trade agreement.

(5) Informal discussions between representatives of the two

countries occurred through May 1986 and formal négotia-
tions were begun in June 1986.

. (6) Representatives of the two countries have met for discussions

six times and, while progress has been made, further discus-
sion is required and resolution of the issues remains elusive.

(7) Expressions of support for the negotiation of an agreement

Gt A W N

would be helpful in expediting the process: Now, therefore,
be it

Resolved, That it is the sense of the Senate that the
representatives of the United States should proceed on an
expedited and priority basis to conclude the negotiation of a
mutually beneficial comprehensive bilateral trade agreement
between the United States and Canada.

O
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