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‘Boren, Bradley, Mitchell, Pryor, Riegle, Daschle, Packwood,

EXECUTIVE COMMITTEE SESSION
THURSDAY, APRIL 30, 1987
Senate Finance Cqmﬁittee
Washington, D.C.

The session was convened, pursuant'fo recess, at 9:40 a.ml
in Room SD-215, Dirksen Senate Office Building, the Honorable
Ltoyd Bentsen (Chairman) presiding.

Present: Senators Bentsen, Matsunaga, Moynihan, Béucus,

Roth, Chafeg, Heinz, Wallop, and Durenberger.

Also present: Bill Wilkins, Staff Director; Jeff Lang,
Chief, International Trade CounseL} Mike Mabile, Trade Coﬁn;el;
Josh Bolten, Trade Counsel, Minority; Karen Phillips and
Brad Figel, Trade Staff,-Minorify.'

Also present: Alan Woods, Deputy U.S.T.R.; Alan Holmer,

CHief Counsel, U.S.T.R.
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' then he has to convene the private sector panel to advise him

"targeting.

The Chairman. Will those standing please take a seat and
please conversation? Then we will get this hearing underway.

As we closed yesterday, we had been discussing
Senator Chafee's amendment. -it was the pending amendment,
and then we had further comménts by Senator Durenberger as to
one that he propose§ to, as I recall, delete the entire
targeting provision. But I would lLike to proceed oh Senator
Chafee's amendment;land if it prevaiLs we will recognize
Senator Durenbeﬁgef fof an up or down pn the entire.

Senator Chafee. Yes. Thank you, Mr. Chairman.

As you recall, whatvmy amendment did was to say that, if
the‘Presidenf decides -- and a copy of this will be passed
around == if the President decides that.the export targeting

exists but that he does not choose to take retaliatory action,

within six months on non-trade measurés to restore the

competitiveness of the U.S. industry that is the victim of the

What do we mean by non-trade measures? Well, they could |
be regulatory relief, or preferential government procurement,

or worker retraining —-—- we have probably taken care of that =--

or R&D support. Those are some of the options.
Ndw, Mr. Chairman, when I proposed this amendment there
was some concern evidenced that the President must implement

these. In the amendment that I have circulated to you, that
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1 becomes optional, and that is the President may do this; this i
2 gives him these options. And I would amend my amendment to

3 that extent.

4 The Chairman. With no objection, that will be accepted
5 as an amendment to his amendment.
6 Are there further comments on the proposal of Senator

7 Chafee?

8 Senator Durenbergerﬂ Mr. Chairman, jﬁst very briefly and
-9 I witl Leaye my other arguments until Later, I support

10 Senator Chafee's amendment. I think it recognizes the

11 realities of targeting, which my amendment does atso.' So,

12 I intend to support it, and I think we all should.

13 The Chairman. Thank you.

14 " Are there further comments?

15 (No response)

16 The Chairman. If not, do you move thé amendment?

17 Senator Chafee. I do, Mr. Chairman.

18 The Chairmah. ALl 9in favor of-the motion, indicate by

19 saying Aye.
26 (Chorus of Ayes)
21 The Chairman. Opposed?
22 (No response)
23 The Chairman. Motion carried.
| 24 Senator Durenberger?
( ‘) 25 : Senator Durenberger. Thank you, Mr. Chairman. And I
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As legislators we made it within our power to make such

intend to be brief.

My amendment simply deletes section 305(c) of S. 490 as
it relates to defining expdrt targeting as an unreasonabtle
practice.

Yesterday we had a very ipteresting discussion on whether
we in this country could respond to Japanese industrial
targeting practices by adopting similar partnerships between
gpvernment,'finance, and business; but Ambassador Woods
correctly noted, if we éddpt the targeting language in the
bill, our trading partners could easily adopt mfrror

legislation that could be used to chatlenge, as unlawful,

U.S. Government policies that benefit, for example, our timber,:

o%L, rice, and semiconductor industries.

I don't want to prplong the debate over whefher this
country has the capability and the political will to meet the
dhallenge from Miti or say soﬁe of fhe hore socialized
countries of Eastern Europe and other parts of the world by
adopting practices similar to thbsg used by Miti. But I
think it would be unwise to close off the option of doing
something on purpose for the United States, unless we can be
assured that other governments abandon their targeting efforts|

Last year we spent a great deal of time in this ﬁommittee
trying to level the domestic economic playing field by making

the Tax Code more neutral in its effectfonAU.S. industries.
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‘unreasonable for the United States to close this policy option

5
decisions which affect our domestic industries. But I-wduld
suggest that we in the United States Congress are not
capable of outlawing foreign government éctions that are
inconsistent wjth our cohceptioﬁ of what thé retationship
between government and business ought to be.

I would be happy to withdraw my amendment to strike the
targeting language in S. 490, if there was a way I could be
assured that by outtawing targeting, Japan.would close Miti --
or France o} weét Germany and Great Britain would cease
targeting thevcomputer and microelectronics industries, or that
South Korea Qould no‘Longer target machine tools and
automobileé. But until I am assured, Mr. Chairman, that other

countries will end their tafgetingvpractices, it seems

fof ourselves while the global economy playing field is
unbalanced. |

Oné of the principal negotiating objectives, Mr. Chairman)
for the upcoming GATT Round that we have set in S. 490 is a
revision of the Gatt Articles necessary to define ahd
discipline adverse trade effects resulting from targeting.

In my'opinion, the Uruguay Round is the appropriate
place.fo settle this issue, not the Finance Committee. If we
are to see an end to industrial targeting by oqr'tbading

partners, we are going to have to negotiate with them to end

this practice, and I would suggest it is shortsighted to go
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6

“to the bargaining table without having the option of telling

them; "If you don't eﬁd your targeting practices, we in the
United States will Qse our financial and political resources
to match your targeting efforts."

Mr. Cﬁairman, outlawihg a foreign government practice
does not necessarily mean the end of that practice. In 1928
the United States signed the Kellog-8rion Pact ouflawing_ﬁar.'
We know that didn't lead to reSolving that problem. And the
same, I would say, holds trué‘for targeéing.

If Qé can't get our trading partners to make concrete
commitments’fo end targeting,.then i betiéve we as a nation
will have to reconsider how we respond to foreign government
targeting, and I would suggest that the appropriate action for
us’to take is to delete fhe reference to targeting as an
unfair prgétice.

The Chairman. What page are we on, Mr. Lang?

Mr. Lang. On page 63 at the middle of the spreadsheet
you will find the'provﬁsion of the Beht;en/banforth bill on
targeting.

Senator Chafee. Mr. Chairman?

The Chairman. Yes, Senator Chafee.

Senator Chafee. At your convenience I would be prepared

to addresélthis.

The Chairman. That. is fine, Senator; you are recognized

for that purpose.
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Sénator Chafee. Mr. Chairman, this is a major point,
as we noted yesterday, that Senator Durenberger is raising.
The question is whether we are going to make targeting
actionable on behalf of the U.S., or whether we leave it out
and we try countertargeting by us targeting.

Mr. Chairman, I qut think that is wishful thinking, that
we are going to be sucéessful ét this pusinesg. I think we
all know that as soon as there is any suggestion of the
U.S. Government picking winners or losers, that the decision
is to stay out of that business andnlet the free market work.
However, there is no guestion but what other countries are
targeting. We have mentioned Japan, but that is not thg only
one. And it is the ultimate of a mercantilistic act. It is
a decision by a government to make its producers of certain
products competitive on a world-wide basis; and furthermore,
it is going into future industries that this comes up --
whether it is fiberoptiﬁs, semicondqctors, superconductors, or
supercomputers. Whatever it is, these are the things that
are chosen to target. . '

Mr. Chairman, this is going to be anvincreasing practice
unless the United States takes action énd is prepared to take

action-as provided for in this legislation that makes it an

actionable measure under 301. o

I think we would be making a serious mistake, Mr. Chairman,

if we dropped this; because I believe, as I stated in the
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to define it.

8
beginning.of my remarks, that the U.S. is just not going to
be successful at this kindvof game.

| The Chairman. Further comments? Senator Moynihan?

Senator‘Moynihan. Mr. Chairman, just as a question of
fact, what is "targeting"? Could Ambassador Woods tell us?
Are we being targeted? What is "targeting'" as against
"merchandising"?

Mr. Woods. Senator, our problem with this amendment and
with this brovision of the bill is that, fjrst of all, we
believe that targeting is actionable a(ready under section 301
of the trade Llaws.

Senator Moynihan. lIt SO says, yes. But what is
"targeting"?

Mr. Woods. That is the problem, that this business tries

I recalliaiquestion that Senator Packwood a;ked me when I
came ub here to be bonfirmed. He asked me what an "unfair
trade practice" was. i was new to this business, and I stumbled
through it, and finally Senator Danforth came to my résfue and
said, "Well, it is Like pornography; on know it when you see
it." Targeting falls into that kind of a categor}, it seems to
me. It is almost fmpossible to define, as it can be
combinations of things that nobody has thought of yet. It is
very hérd to get your hands around what this practice actulally

is, but you sort of know it when you see it.
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Senator Moynihan. Where do you see it right now?»

Mr. Woods. Well, we have felt that we have seen it in
the Japanese semiconductor industry, and in fact that is one
of the reésons why we went after the semiconductor industry
the way we did. In that instanpe it was a combination, we
believe, of the dumping of the product in combination with
the protection of the home'market in Japan. So, we went'after
both: prOdUct.dUmping and home market protection. We believe
we see that in supercomputers.

And I might add, in relation to something that was’said
yestérdéy, we now have the Japanése prepared to negotiate on
that subjeét, which they weren't'some days ago. That waé one
of the --

éenator Moynihan. I am not trying to test fou oh this,
but could I just ask our gommittee hére: There is something
wéli.known, and one of the most distinct phenomenons of the
twentieth century world tréde, as the "product cycle." It has
been well -established. And being the most technologically
advanced country for most of the century, we have had the most
expérience witﬁ the product cycles.

Invthat cycle, as something gets thought up and
manufactured here, and it begins to be sold abroad, tﬁen it
begins to be manufactured abroad and sold abroad, then it
begins to be manufactured abroad and-sold back here. I guess

an economic historian can go through 1000 examples, but the
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fiberoptics, and I will add another: superconductivity, ‘the

. bits of communicating devices that has ever yet been found. 1If

10
automobile is the best. It was not necessarfly entirely an
American invention, but the mass production was. And we were
so used to those automobiles being American that, when they
;eased to be American, it caused a lot of trouble in our
society.

~But you mentioned three things -- semiconductors,

most important piece for sciencevﬁince the‘jét. Now, these
are all American inventjons or discoveries -=- you can't
describe sdpercdndqctivity as an'invention; it is a discovery,
but it w{ll have technologicalvﬁses. -

Fiberbptics was discovefed, invented, and produced iﬁ
Corning, New Yofk. .They_immediatély set out to sell it

around the world, because it is one of the most extraordinary

ydu'had-it in mind to do, you could send the King James Bible
600 m{leé in one and a half-seconds, and fhere is no eqdal

in its capaﬁity for transmission of information. And Cprning
right away set out to sell it around thé world.

They didn't get much into Japan -- they sold "a few yards'
as they say =- but around thé wor{d they were all going to use
it from Corning. Pretty soon, however, there will be a day
when Korea ships_itAback to Qs.

In the méanfime -- supercondﬁctivity ~-- two months ago
at the American Physical Society of New York there was a
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11
meeting on superconductivity in which papers were read,’limiteé
to five minutes, excepting for a few very distinguished people
who were allowed to give their papers for 10 mihutes. And
they went on from 9:00 ih the morning until 3:00 the following
morning. I mean, American sciénce on top of the most
extraord{nary thing'sinCe the discovery that copper Eould
conduct electricitYQ

Now, we are éoing to learn how tb make th@t;_ue aré tops
in ceramics in the wbrld; and we'are Qoing to be_planning to
go all around fhe worLd and say, "We have got for you the
host extraordinarily éfficient deviéé fér'the trénsmission of
energy in the history'of’the race and the subject.' Now, is
that térgeting? : o i
The Chéirman,‘>8enétor, may I respond somewhat to that?

I think the example that you cited is a gdod one, on

ceramfcs and on fine glass. And what Wwe have seen and have §
been giQen notice of ié that the Japanese héve called
together industry members that deal in fine glass, and they
have called_togethér tﬁe scientiéts, and government, and they
will issue "a vision" -- as they term it. And within a couple,
of years during that time you will see the market close in
Japan, if they have decfded that is an industry they want to
bromote fdr export. They will close that‘ﬁarket. They will
work at dévetobing the marketing of that product.in a
coordinated effortAby government, the scientists, research and’
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.a'little bit with an observation about superéonductivity.

12
industry. And you can bet that the primary target will be
the United States market, with its enormous consumption.

That is the kind of educatéd mercantilism that we are
seeing take place around the world.

Senator Moynihan. Yes.

The'Chairman; That is targéting, and that is what we have
been subjected to.

Senator Baucus. Mr. Chéirman?

The Chéirman. Yes.

Senator Baucus. Mr. Chairman, I would Like to follow on

I underStahd that the Japanese have aifeady dedicated
$300 million to the feseafch and development of
superconductivity. There is a méeting in'Tokyo coming up
where over a thohéand different Japanese are coming together
to figure out how to divide that pie, $300 million, so that
they can develop supercondUétiﬁity.

Now,'it seems to me that targeting is an illusive term and
difficult to define, but it seems to me it is a lot Llike dué
process. That is an illusive term. You know, that is
difficult to define. It is a Like a Lot of concepts that we

run up against.

Frankly, I think in this case, the Japanese getting i
together to dedicate a certain amount of fundsand a certain

number of personnel, that may or may not be targeting depending
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upon whether it is to just develop the material and the new

technology for their industry and for mankind, or whether it

‘is designed to perniciously adversely knock down Americans, or

to be against Americans, or to take advantage of Ameriéans.

I frankly think that, just as wé want dqe process provisions
written 1in our Constitutjon, it also makes sense for targeting
td be an actual unfair.trade pract{ce, and Qe are going to |
define targeting as we move along, as to what is and what is
not targeting. |

But I do think that the perniciogs side of targeting
really has to-premise the assumption of a trade war, where it
is "us'" taking advantage of "you."

We waﬁt to raise not‘only the American standard of
living bgt raise, fraﬁkly, the Japanese and West European and
aLL.peopLe's_standards of_Living. So, we don't want to turn
back tHe clock of technologicat deveLopmént; If there is'a
way for a country to organize to develop technology, that is
Qood for the world. But it is not good for the world if that
country which devé[ops that new technology does it in a way
to somehow take advanfage of or hurt or harm another country.

So, I just firmly believe that we do want to.make
targeting an actionable provision under section 301, and we
are going to cross this bridge many, many times as to what is
and what is not targeting. We afe going to round out this
definition as we proceed. But I think it is wrong for us to

- Moffitt Reporting Associates
(301) 3502223




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

14
say that it shouLd not be actionable, because that then says
that everyone is out for himself in a way that I think is
going to create more subsidies, is gding to create more
distortions of the marketplace.

The faet is, too, in my view, I donft worry about mirror
Llegislation. I don't worfy about it because yhat we do in
this area 1is not goiné to be nearly as objectionable, in my
view, as what.a Lot of other countries are doing.

So, let us cross those bridées_when we get to thém; but
let us at Least>5et.fhe tone and start us off in the right
direction to bg a [eader in‘thé world and say that targeting
should be actionable. |

The Chairman. I think one of the‘points made; of course,
is how do youAdefﬁne it, how do you recognize ité Mr. Woods
séys we recognize it when we finaLLy see it. WeLL, because of
not being able to be that specific, we say '"an unreasonable
trade préctice" and we give discretion t6 the President, Qhen
it is recogniied, to take some action against it. We don't
mandate that; it is discretionary. We give him éeveral outs
on thaf deal.

Senator Durenbefger. Mr. Chaifman?

The Cha%rman. Just a brief response. The S. 490 defines
export targeting as fany govefnment plan or scheme
consistihg of a combinafidn of coordinated actions, whether

carried out severally or jointly, that are bestowed on a
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.targeting to section 305, we in effect are saying we are taking

~way, you don't do it by accusing them of export targeting

‘five years from now, you do it by setting a deliberate course

15 .
sﬁecific group enterprise, industry, or group thereof the
effect of which is to assist the enterprise, industry or group
to become more competitive in tﬁe export of any class or kind
of(merchandise."

Now; I don't know whether that helps anybody recognize
it when {t comes along. It helps me feel more positive about
making trade policy, if we all agree that trade policy ought
to be market-open{ng, not market-closing.

My concern for putting this in here is twofold: Number
one, the Ambassador has already said "however targeting can

be recognized, it is already actionable." If we add éxport

another step forwaf& to say we are against it, whatever it
may be.

I tﬁink the example of superconductivity is an important
example. I don't know that anybody here thinks we odght to
let the Japanésé go ahéad and take over the world of

superconductivity. But if we are going to arrest that in some

in America today to make American supercohductivity
commercially viable and to make the export of that technology
competitive. And yet, if we chose to t&ke'that ‘course, that
would be '"export ta}geting," conceiQabLy, by this definition,
and we would be in trouble.

‘Moffitt Reporting Associates
(301) 350-2223




10

11
12
13

O .
15
16
17
18

19
20
21
22

23

24

U 25

16

~The third reason is that we have a GATT process coming
up that hés delibefately on its aéeﬁda this whole subject.
So, why. prejudge it at fhis stage? Why not Let that agenda
addfess this Very important issue?

The Cﬁairman. Well, let me say, thinking of that agenda
that we have before us, if we can summarize this -- I think
the two sides of the argument have been well devetoéed,.and I
hope we are prepared to Vote, unless there are further |
comments.

Senator Chafee. "I would just séy,‘Mr; Chairman, that the
gathering that Senatof Moynihan Eeferred to was a gathering
of private indfviduatg; it wasn'f a Government-sponsored
gathering. Our Government isn't hip-deep into the present
activities in theFU,S.'on sﬁperconddctivity. Our Goverqment
isn't keeping out other nations® superconductivity materials
or deveLopments} And their govérnment is involved in this.
That is a key difference from what takes place in this country
and what takes place iﬁ_other nations. And a factor in this
is the closing oflthe markets.

I just would Bhiefly say that I don't quite agree with
Ambassador Woods' statement that it is already actionabtle.
Other companies have exémined proceeding that rdutevand have
decided thét that isn't a route that they could follow. 1In
the Hundai Case, which was machine tools, they went another

route, because they felt pursuing the targeting route was not
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feasible under the existing law.

So,'I feel this is an important proVision. I am réady to
vote, Mr. Chairman.

The Chairman. ALl right.

Mr. Woods. Senapor, excuse me.

The Chairman. Yes.

Mr. Woods. There is one issue, if I may, that I wouLd
like to bring up>in this context that we discussed the other
day. As I recall, some members of fhe committee had some

concern about it. That was the specific provisions related

to technology transfer, and the potential impact of that

transfer on our defense'industries, and the fact that this
language might provide a barrier to our defense industries in
doing the things that they must do commercially to transfer

techhology.

You will recall we discussed, I believe, General Dynamics

-and the F-16; I.think we discussed Boeing and AWACS and some

of the other defense companies, abqut tHe transfer of
technology as part of their own commercial transactions. .IA
believe that is C.

I don't know whether the Senators have looked at revising
that or not, bﬁt I do raise it because there seems there was
considerable concern about that the other day when we talked
about it during the walk-through.

The Chairman. Mr. Woods, we will get to that one later.
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I would like now to deal with this'particular issue.
I think we have addressed the concerns, frankly, in 490 of
~Senator Durenberger by giving the President discretion to act,
and giving him several outs. I believe it is a responsible
approach to it.
But let us have a vote on it.
Pleage call the roll.
‘Senator Chafee. Mr. Chairman, this would be a vote on
the burenberger amendment?
The Chairman; This is a vote 6n the Durenberger
amendment to strike the targeting provision of S. 490
The Clerk. Mr. Matsuﬁaga?
(No‘responses
The Clerk. Mr. Moynihan?
(No response)
The Clerk. Mr. Baucus?
‘Senator Baucus. No.
The Clerk. Mr. Boren?

(No response)

The Clerk. Mr. Bradley?
(No response)

The Clerk. MF. Mitchell?
(No response)

Tﬁe Qlerk. Mr. Pbyor?
Sgnator Pryor. :No.
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The Clerk. Mr. Riegle?
Senator Riegle. No.

The Clerk. Mr. Rockefeller?
(No response)

TheQCLerk. Mr. Daschle?

The Chairﬁan; No, by proxy.
The Clerk. Mr. Packwood?
Senator Packwood. No.

The Clerk. Mr. Dole?

(No response)

'The'Clerk. Mr. Roth?

(No response)

The Clerk. Mr. Danforth?
Senator Danfdrth. ﬁo.

The Clerk. Mr. Chafee?
Senator Chafee. No.
The.Clerk. Mr; Heinz?
Senator Heinz. No.

The Clérk. Mr. watlopé
(No response)

The Clerk. Mr. Durenberger?
Senator Durenberger; Aye.
The Clerk. Mr. Armstrong?
(No response)

The Clerk. Mr. Chairman?

19
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The Chairman. No.

The Clerk. One Yay, nine nays.

The Chairman. Senator Durenberger, you have untill5:30
to talk to the rest of the members.

(L;ughtér)

Senator Durenberger. fhank you, Mr. Chairman.

The Chairman.  Senator Baucus?

Senator Baucus. Mr. Chaifman, are you open for further
amehdmenfs?

The Chairman. Yes.

Senator Baucus. Mr. Chairman, I have an amendéent that
I would like the Clerk to distribute, please.

Essentially, tﬁis is an amenémenf to coordinate the
right hand and the left hand with the USDA and the USTR in
deciding what benefits to grant U.S. exporters under the EEP,
the Exporf_Enhancement'Program, administered by the USDA; and
on the other hand, section 301 actions that fhis country might
bring against unfair agricultural foreign trade practice.

Today, as we all kﬁow, we have massive surpluses of grain.
in fact, the American stockpiled surplus is so exbensive that
we are paying more today in storage costs alone than we were
on thé‘entire farm subsidy program in 1980. We have about
a billfon bushels of wheat, enough to feed 27 loaves of bread
to every-man, woman, énd chfld on the face of the earth --

American stockpiles are so large.
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Today, under the law, the USDA then grants EEP benefits
to U.S. exporters to combat the subsidies a lot of other
countries give,_thé total subsidies paid for wheat. The
EC gives about $100 per metric ton -- it is théf great == much

larger than ours. And that is one reason we are losing a lot

.of sales. 1In fact, the EEC will surpass the United States as

the world's largest exporter of agricultural pf06ucts; That
is in large part due to EEC subsidies.

Now, the problem today is that the USDA, to a large
degree, really doesn't know which countfies to.bring to the
matter. With these EEP benefits; it is a little difficult
to know what 1is an unfa{r agricultural fdreign.trade practice
and what isn't.

So, my amendment would very simply direct the USTR,
whenever 301vis brought against a country, élaiming that there
is an unfair agricultural subsidy; in tﬁis case, to within 30
days consult with the USDA to see whether or not this {s an
appropriate instance fﬁr the USDA to grant EEP benefits. if
after that 30 days the USTR thinks that, Yes, this is an |
appropriate case, then he will so advise the President, and
the President then must either grant those benefits or, if
not, if he decides it is in‘the country's best interests nof
to grant those benefits, then hevwiLl so report back to the
Congress.

It is essentially a way to.bring these two programs
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.together. Right now they are off separately, somtimes in
(::) the same direction and sometimes in different directions.

It is my thought that there are a lot of benefits here.

|
\
¢ One is that we have all this wheat in storage. It is rotten,
3 just sitting there. And this is also part other commodities,
6 not just wheat, buf other commodiﬁies.in surplus. The storage
7 ;osts are expensive; it is an ongoing program. It is just a
8 way to basically make OQP administration of the Laws'a little
9 more efficieﬁt than they now are.
10 That is the amendment.
" THe Chairman. But it in no way mandates?
12 Senator Baucus. It in no way mandates, no. The USTR
(::) | 13 ! Will consult with the USDA to éee if this is an appropriate
4.casé. And if the USTR feels, after that 30 days, that, 'Yes, |

14
15 this is an appropriate case," and so informs the President,

: ‘ |
16 the President then at his discretion will either grant the - |

17 EEP benefits or, if nof, so inform the Congress, including
18 the reasons why.
19 The Chairman. Mr. Woods, do you have a comment? Or

20 Mr. Holmer?

21 "Mr. Woods. This appears to me to be in the category of

22 another arrow in our quiver, now that Senator Baucus has made
23 the changes to not mandate that we use the EEP benefits. _ i
24 The Chairman. Yes. I had some concern with it in the

) 25 beginning. But this makes it accéptable.

~——
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Senator Chafee. You are going to have a lot of thgm
before this bill is finished.

(Laughter)

The Chairman. Mr. Lang, do you have any comments
coﬁcerning it?

Mr. Lang. We worked on this in the staff group, and
Ambassador Woods is correct: Senator Baucus hodified fhe
amendment in resﬁonse to comments'of severalvoffices. I don‘t-
know of any objeptioh to it at this stage.

The Chairman. Do you move the amendment, Senator Baucus?

Senator Baucus.- Yes, I do.

The Chairman. ALl right.

I must say I was distracted when I saw_the Chairman of
the Budget Committee come in.

(Ladéhter)

The Chairman. You have not brought us Reconciliation, I
hope, at this moment .

(Laughter)

The Chairman. ALl right.

Are there obiections to the amendment?

(No response)

fhg Chairman. If not, all in favor of the amendment make

it known by saying Aye.
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(Chorus of Ayes) .

The Chairman. Opposed,vsimiLar sign.

(No response) |

The Chairman. Motion carried.

Senator Riegle. Mr. Chairman?

The Chairman. Yes, Senator Riegle.

Senator Riegle. Is there another aﬁendment waiting to go
at fhis point? br'wouLd'this be é'good time to get into the
workers' rights amendment?

The Chairman; I think as good.as any. Go ahead.

Senator Chafee. Mr. Chairman, could we juét cleér up
thaf point that Mr. Woods had on ;he.technology transfer?

Mr. Lang. Mr. Chairman, if you will look onvspreadsheet
page 63 in the right-haﬁd_column, the provision fhat gives the
Administratibn concern 1is itém C at the bottom of page 63.
These'arg ideas that would be incLQded but not necessarily be
the onlyiﬁays iﬁ which export targeting could manifest itsélf.
So, "C" is what the Administratibn,ha# reservations about,
Senator.

Senator Chafee. Mr. Chairman, I have a proposal. If
the Administration could work around with that and come up with
some changes that would relieve them of their concerns, I
for one would be glad to discuss it with them, and we could

go on to something else -- if that is agreeable with you.

The Chairman. Well, you are saying that you wiltl
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discuss it later with them, and we will move on to something
else at the present time?

Senator Chafee. That was my fhought, that they would
come up with-the language that eases their coﬁcerns, and we
could take that up Llater.

The Chairman. We would be happy to consider it lLater,
certainly.

Senator Riegle?

Senator Riegle. Thénk you, Mr. Chairman. I agree with
you, when the Chairman of the Budget Committée comes in) it
gends é chill through all of us at this particular point.

(Laughfer)

Senator Riegle.. Mr. Chairman, I want to circulate now the
amendment that I am offering, for myself and together with
Senator Heinz, on issue of workers' rights. And I want to
make sure that a copy is in front ofieverybody of the
amendment that we will be offering.

This amendment is offered fully in a bipartisan manner.
I would note at the outset that tﬁis provision that we are
offering today was contained in ihe House versioﬁ that was
put forward by RepreseptatiVe Bob Michel as the Republican
alternative in the House. "So, this is an {ssue that has been
much quked at and discussed by people in both parties and I
think is something that clearly we'should'incorporate into

our bill.
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What the amendment would do is, it would make workers'
rights around the world a negotiafing»objective in the new
éATT Round. It def%ﬁes as "unreasonabfe” under section 301
the denfal of internationally—recognized workers' rights, and
it provides maxiﬁum flexibility, in that tﬁe Trade
Representative may defgrmine that, if a country is taking
steps to demonstrate compliance with the objectives, theq no
action wouid be recommended or required.

pr, the lLaw as>ue have it today already recégnizes that
when a country subsidizes.capital, or dumps itsvprﬁduction,
we have an example df.an unfair trade pfactice. This
amendment extends that'concept iﬁ pfinéiple to humah capital.

The fundamental question that we are asking is: Should
tﬁe exploitation of workers for the purpose of ga{ning unfair
market advantage be fecognized a§ an “unreasonable frade
practice"? |

Now, this is not a new issue; this is an issue that has

been around for many years, and many of the nations that today

are carrying out some of the worst kinds of oppressive
practices that one can describe have signed international

agreements saying that they will not do that, that they will

adhere to a different set of standards. They are signatories,

for example, to the Convention on Forced Labor, which

‘originated in 1930, has 128 ratifications, including many of

the countries today that, of course, are not meeting that
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\
standard that they themselves agreed to do.
The Convention on Freedom of Association and the Right

to Organize has 97 ratifications. The Convention on the

Right to Organize and Bargain Collectively, which originated

in 1949, has 113 ratifications. Again, without going into

greater'detail, unless therelis a desire to do sd, there are

; number of nafions on those Lfsts that today blatantly

violate those very conventions. |
Now,‘from both a mofal'and an economic point of View, i

think we should not be forced to compete with labor costing

50 cents an hour or (ess, the childeren in textile factories

around the world working 15 hours a day, or heavy industries

~all across the globe which do not have any safety or health

staﬁdards.

As Mr. Frank Fenton of the Trade Reform Action CoaLition_
testified before this committee,."It is preposterous to think
that any U.S. indQstry Wwill ever be able to compete agéinst
15—cent-aﬁ-hour labor, regardless df how lean and mean it
gets and how technologically advanced its equipment is.

So, the intention of this amendment -- which, by the
way, does not require a mandatory action, but it would bé
actionable -- is to expand world trade.by providing for better
conditions for workers all over the world. These countries
thaf are-bracticing tﬁesé things that we hope to try to see

eliminated would not have to be so dependent on exports
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more of the world's goods in the process, which would be very
Helpful-to our ability to do a greater level of expérting,
ourselves,

The worker rights defined in this amendment are the
same as those défined fn statutes governing the generalized
system of‘preferenqes and the overseas private investment
corporatibn. Hearings. have been held on both of the;e, and
the provisfoﬁs in those areas are béing enforced.

I would just_concldde by saying that we have broad support
for this amendment. The Retail Action Trade Coalition, which
has been é group very.stroﬁgly on the sidg of free and open

trade, which is a coalition of retailers and trade

associations, endorses this (anguage specifically. It is
obviousLy.a major issue.with organized labor in this coUntry.
and the ILO'ar0und the wprld to try to adhére to some measure
of minimum standards of decency in terms of workers' rights.

I have a whole Li;t of horror stories that I won't get
into unless we have to, ranging from countries like Korea and
Thafland, and many others, where we see -- in '80 ~- some of
the worst conditions that one could imagine, where children
are sold into labor situations, and where working conditiqns
are almost beyond one's imaginafion, Uniess you actually
examiﬁe what.is go{ng on.

So, I would hope that this would be an amendment that the
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committee would see fit to support. There are other groups --
the CathoLic Bishops have spoken out very strongly 6n fhis
issue. And finally, the Eurdpéan Parliament, just as recently
as in September of this last year, reaffirmed its 1983
resolution fér a new GATT Article to.be negotiated'to cover
fair labor standards, and specifically require member
companies of countries of the.GATT to respect the ILO
Conventions.

So I think there is a very strong case here. I think
these'is a very strong consénsus around the world by people
Qho have thought about this isuse, who are centrai within the
trading system; to see to it that we move in this fashion,
not to try to butt into anybod} else's internal affairs -- we
don't require standards in othsr countries -- but to creqte-a
situation where Living and working conditioﬁs around the world
can rise, and that we will not find incréaéing numbers of
U.S. workers displaced by products that are cheaber bécause
thgy are literally extsacted from the Slood and exploitation
of people in other countries who are denied even the most
basic rights to try to organize snd bargain for themselves in
their work situations.

Senator Heinz. Would the Senator yield?

Senator Reiglé. I will 1in jpst a'moment. I just wanted

to say I am very pleased to be joined by Senator Heinz, and I

know he has a statement that he wishes to make.
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Senator Moynihan. Can we not let Senator Daschle ask
a question, fhen go to you, sir?

Senator Daschle. Well, it was more in the form of a
statement. For that purpose, I will be happy to defer to
Senator Heinz.

Senator Moynihan; Senator Heinz?

Senatbr Heinz. First, let me say that Don Riegle has
done a very eloqguent and elegant job of arguing and
stipulating the case for.this amendment. He ﬁas carefulLy
rgsearched the President's laws, the conventions, and he
has set those forth I think both accurately and rather
powerfully. |

This is indeed a very carefully-crafted amendment, and
there will be people whp_will attack it as disguiséd
protectionism, It is not either protectionism or disguised
protectionism, inasmuch as the kinds of standardé that are
set forth are today jnternatipnalty recognized, they are
subscribed to by many, and the amendment has two aspects to
it that I specifically want to.draw the attention of our
colleagues to. |

The first is that these kinds of denials of worker rights
are designated, when discovered, as.an "unreasonable" frade
practice; that is to say that act®on is diécretibnary with
the President; it is not in the category of an "unjustifiable"
trade practice. Thereby,-I suspect that that gives
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Mr. Holmer an arrow in his quiver, even if he doesn't
particularly relish the idea of firing it at a target.
Second, the amendment specifically says that you don't
even have to find it an unreasonable practice, even if éhere
is not'dn some absolute scaie a sufficiency of these rights,

as long as there is some progress taking place.

.And it seems to me fairly difficult to take the position
as Americans that we are not for the promotion of these kinds
of very basic rights; We are talking about child labor being

restrained, restricted, proscribed. We are talking about the

ability of employees to have some say over how they are

treated and how they are compensated. These are not exactly

"unreasonabte” positions of advocacy for this country to take.

I hope the committee will be convinced that this is not

“only a nbn-protectionist amendmenf, but it is a good and

necesséry amendment.
Senator Moynihan. I wonder if I might make a quick

response in that regard, to say that, far from being a

brotectionist amendment, the international labor conventions

begin as a device for increasing Qorld trade, by enabling
nations to be certain that there are essentially equal Llabor
standards as between thém, and there is no need to raise
tariff barfiers to overcome the advantage in price that comes

from lower Labor standards. It waé precisely to the question

of increasing trade that the idea of the labor convention first
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" the fact that as an objective of S. 490 we set out "the
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began.

Senator Daschle?

Senator Daschle. Thank you, Senator.

The point I was going to make is that a commént I have
heard on a couple of occasions 1is thét this is somehow foreign
to many of the objectives that we are trying to accomplish iﬁ
this bill. The point I would make is that it is just the
contrary, that fhis is very much in line -- in donceﬁt andlin
philosophy == with the Tariffs and Trade Act of 1984, which

mandated that the President not designate as a GSP beneficiary

afford internat{onally-recognized worker rights to workers in

that country.

So, we have ample precedent in current law, nat to mention

establisﬁment of minimum standards applidable fo_thé workplace
to provide greater international discipline over abuses of
fhe'hﬁman rfghts of workers."

So, it is totally, in concept and in philosqphy, in.lihé
with current policy as well as with the intention of S. 490.
I think it elaborates and more concretely defines our intent
in this regard. So, I think it is an adm{rable amendment.

I emphasize what Senator Heinz has indicated, that this

i

is a discretionary matter for the Presideni and the USTR; and, ,
i

in that regard, I think it fits practically as well as
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philosophically with our intent in thié bill.

Senator Moynihan. Senator Chafee?

Senator Chafee. Mr. Chairman, I think it is very
important that we realize that this is a very, very major
améndment ththenator Riegle is presenting. This isn't just
something that deals with employing children at slave wages;

this is an amendment that says, "If a country denies the right

-of association” -- namely, unions —-- "or denies the right to

organize and bargain collectively" -- j.e., unions -- that
an action lies. ' -

Now, what we are saying is that, a fortiori, an action
ligs against all the Communist bloc countries, includfng,
of course, fhe Soviet Union and China, and it Lies'agéinst
other countfies such és Korea.

Nbu, to say that fhe President has discretion I don't
think addresses the problem. What we are saying here is that
we are not going to pufbhase goods frdm the Soviet Union or
from China unless an exception is made. And therefore it is
clear that those countries aren't going to change their ways
becauée_of a 301 action by the United States. It means,

therefore, in effect,‘that they are going to retaliate --

“there is no question-about it. Why should China buy any goods

from us if Wwe are not going to buy any goods from them? Why

'should the deiet Union buy any of our wheat or agricultural

products, as they have done in the past? They have been the
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principal purchaser of agricultural produqts from the United
States in many years, and there is no doubt that they will be
aéain in the future.

I noted the concern that Senafor Baucus indicated
regarding‘exportsbof agricultural products, and that is one
i share. I thihk we would be making a grievous mistake to
cut off‘tbose markets from ourselves.

I héve here é letter from the Secretary of Labor,
Secretary Hilliam_érock'uhom we‘all'know_and respect, in which
he says thg Administration opposed the provision passed by the
House Ways‘and Means Cohmjtteé -- that is the so-called
"Workers Rightsf'F- "and I urQe'you not to accept the
provision in the anance Cohmittee.” And there is a copy heré
addressed tq Mr. Rostenkowski ih which -- I will just quote
this -- "And therefore a good case in point is the members of
the Soviet Bloc. They are the worldfs worst offenders of
wbrkers'-rfghts, and tﬁey are not going to change their Labor
practices due to a section 301 case. Therefore, in a
complaint invoLQing the Soviet Bloc Qe would'have two options:
one,‘retaliate against Soviet imports; or; two; do nothing.

If we retaliate, they will undoubtedly take counteractions
against U.S. exports. If we do nothing; how can we justify
applying this provision to anyvother country?"

Mr. Chairman, there are ways of proceeding on thfs, and

I think we ought to Llook into it further, and at the proper
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35
time I will propose that there be appointed a study commission
to Llook into this and see what we are getting into.

But to start Here, without knowtédge of what we are
getting into, seems to me to be a very, very grievous
undgrtaking. And I would hope, at the proper time, wHen 1
present the study amendment, that that amendment would be
adopted, and that we would not adopt the Riegle amendment.

The Chairman. Senatof Packwood?

Senator PackWood. ME. Chairman,vllhave some sympathy for

the Riegle amehdment,'but I don't know if I can vote for it.

How do you envision, Don, that it works? You are saying
it is discretiona;y. Senator Chafee is saying, “Well, we
are going to have to apply it to the Séviet Union, and that
i't isn't diséretiohary, and then we won't buy anything and
they won't buy anything." |

Senafor Riegle. i would say to the Senator, as
Senator Heinz earlier‘pointed out, this does not mandate an
action; i1t allows our trade people and-the Presﬂdent to look
at the conditions that are going on in that area.and make a
judgment as to whether or not the situation is so extreme,
so severé, that it ought to be inELuded with whatever other
direct economic féctors}are involved in déciding'fo brihg
an action. '

Senator Packwood. Wait a minute. But is it discretionar)
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If you look at Russia, then clearly you are right -- no
right of association, no right to bargain. Now, cah the
President say, "Yep, they don't allow association, and they
don't allow bargaininé; I am going to waive it anyway"? Is
that what you mean by '"discretion'? |

Senator Riegle.. I would say, first of all, I think the

sbmethihg of a red hefring. I think it is easy to raise those
cases. I should think that the wgight of argument really oughf
to be tilted the other way; and that is, if we'can do sdmething
constructive that tries to break open those systems, in the
sense of giving workers somewhat more'teverage and try to
move those'systéms, to some extent, in the direction of the
way our system works,_that we would be encouraging that and
not, in a sehse, saying that we are go{ng to by and large
accept their practices and say we can't do anything about it.
Senator P;ckwood. Don, let me interrupt and use a
different example. The reason I am ambivalent about this is,
there ié probably no stronger bulwark of anti-dictatorship
than free phions. Someone gave me the argument about minimum .
wage or minimum age. But they are simply anathema to
dictatorships, whether they are Russia or Chile or Korea or
anybody elée; |

But I don't understand the waiver process. Let us skip

the Communist bloc countries; let us take Korea. They have no
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freedom of association as we mean it, or as you mean it, I
think. What powers does the President have to do, the way?
That is what I don't understand in your amendment

Senator Riegle. I think Korea =-- South Korea -- is a
terrific ekample. It is probabLy fhe best example, because
they are~runnfng enormous_trade'surpluses, and they are one

of the more repressive countries in the world today and

'particularly with respect to workers' rights. And I have a

a number of specific cases in Korea that, if there is a

desire to get into.them, I will,:in terms of‘workers being
beaten, women being fortured, in terms of trying to have
meetings to talk together about hqw they might increQSe wages,
and so forth. So, Korea is a verylgood example.

The way I would see Fhis working is‘that the President
and his represéntathés in the trade area would éxamine what
is going on in this areé, that this would be an area that
would receive very careful anaLyéds. Ahd if a pattern were
found of practices along»the lines of‘these lfsts of abuses,
that were in furn converting themsetveé.info a non-fair
economic advantage in the_trading fglationship, that the
President would be in a bdsition to take that matter into
account with others‘to decide and make a judgment as to whether
or not the situation was serioué enough and profound enough
to require an action on their part.

Now, I would think 1in mqst insfances fhat negotiétion
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would follow, that efforts would follow between governments
that have a positive relationship tovtry to work Fhings out.
But'in the event that there was aAdetermjnation that the
situation was so extreme, there was no movement, it would give
the President the option to bring an action if he so chose.

Senator Packwood. 1Is this like the non-trade violations
on mandatory retaliation, where at the end of it the President
doesn't have to retaliate? That is what I ah trying to ask.

Senator Riegle. Yes..

Senator Packwood. Okay.

The Chairman. Mr. Holmer?

Mr. Holmer. >Senator Packwood, if we could, just on that

one particular point, because Ambassador Woods wants to

éddress it more broadly, the mandatory retaliation under

S. 490 as amended by the Packwood amendment includes mandatory
retaliation for unreasénabie cases. it is true that there are
some excepfions -- you do have a national-economic-interesp
waiver for the President. But there is mandatory retaliation
required for unreasonable cases under which this worker
rights provision would fall.
The Chairman. Senator Bradley, you had a comment.
Senator Bradley. 1I'm sorry, I just came 1in.

Yesterday I thought it was a mandatory investigation,

‘not mandatory retaliation.

Senator Packwood. As far as "unreasonable" practices,
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as opposed to what we called ”unjusxifiable”_-— non-trade
agfeements,

Senator Bradley; That is not what the spreadsheet says.

Senator Heinz. Maybe we should ask Mr. Lang, on this.

The Chairman. The spreadsheet doesn't have that
amendment.

Mr. Lang. What would happen, in unreasonable cases under

the Packwood amendment that was'éccepted yesterday, is that

“the President would have to initiate cases, both unjustifiable

and unreasonable and discriminatory.

Senator Packwood. Initiate investigations.

Mr. Lapg. Initiate investigations, basgd on fhose that
would work the greategt expansion of U.S. exports or a
pbecedent.that would have that effect.

The President would then be required to retaliate, But
the Llist oflexcebtions in unreasohable and discriminatory
cases i; Longer by one éxception than in any of the other
cases, and that is the exception Senator Packwood described --
that is, at the end of the process the President ﬁan simply
declare that he does'not believe it is appropriate4f6r the
United.States to retaliate.

The Chairman. That is limited to the unreasonable cases.

Mrﬂ Lang. The unreasonable and discriminatory cases.

The_Chairman: Oh. But as to the unjustifiable, the

tradei, he has to. But I am trying to figure where this fits
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in now as to what Don is saying and as to what Mr, Holmer
is saying.

Mr. Lang. I thiﬁk, Senator Packwood,.what may be causing
some confusion here is that, under current law, the word "may"
appears with regard to the actions the Pfesideht can take.
Under both the Packwood amendmenf and the Bentsen/Danforth
bilt, tﬁe word "shall" refers to the action the President
takes; but, nohetheless, your interpretation is correct, in
our opinion, thét the exception for doing nothing at the end
of the course is available to the President in the unreasonable
and disriminatory cases.

Senator Packwood. But where does Mf; Riegle's_amehdment
fall? The President'goes through the process, says, “"This
coun?ry” --.Borneo, or whétever, but I don't know if Borneo
fits these standards or oot +; fdbes<not'altow worker.rights,

does not allow collective bargaining,” and only by an

absolute breach of fact-finding investigation can he come to

a conclusion that they '‘fit into these, so he says, "They don't?

. . i
fit," they don't do this. Then what does he do? At that stage

can he say, '"We are éoing to waive it"? Or under Mr.Riegle's
amendment at that stage does he have to have some kind of
mandatory retaLiafion?

Mr. Lang. Senator Riegle's amendment, as we read it,
explicitly providés that it is in'the unreasonable categdry;

it is an amendment to the definition of '"unreasonable."
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Furthermore, he has an additional loophole for the
President, which is a special rule for determinations
involving worker rights, and that is that the Trade
Representative can determine that the practice is not
unreasonable if the foreign couﬁtry has taken or is taking
steps that demonstrate a significant and measurable overall
adVancement to afford throughout fhe country the rights.and
other standards described in the.gmendmentl

So, there is actually an additional escape clause for the
President under Senator Riegle's amendment.

Mr. Holmer. But Senator Packwood, I just want to make
sure there is no confusion that, for these unreasonable
cases, the éresident is required mandétorily to retaliate
unless he takes one of‘the exceptioné that is given to him.
Aﬁd as a pracfica[ matter,.you can be assured that the U.S.
Trade.Representative or tHe Administration will be strung up
by their thumbs as a political matter to require that they
provide that they do take maﬁdatdry retaliatory actions as
mandated under the lLaw unless the Presidént exercises dﬁe
of those waivers. |

Senator Packwood. There was confusion about the
amendment yesterday, because I copied.a.part of the Chairman's
amendment on this, redefining the tLanguage a bit.. But under
"unreasonable" -- LLoyd; you cdrrect me if I am wrong =--
neither of us ﬁandated retaliation at the end of an
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"unreasonable violation."

The Chairman. That is correct.

Senator Packwood. For an'"unjustiffable“ one, we did.

The Chairman. That is right.

Senator Péckwood. And i just don't know which category
thi§ falls into.

Senator Riegle. It is precisely the same category; it
ié'ih thev"unfeasonable“ category. Action is not mandatory.
It fequires a dgﬁision by the President. There are bases

upon which the President can hang his hat in deciding not to

act. I would maybe try to phrase it slightly more elggantly

than to call it a ”lOopﬁote," of a "Presidential Loophole" --

Mr. Lang. I beg your pardon, sir.

Senator Riegle. But the fact is that the President not
only has the latitude to éVaLuate those practjces as against
the'ecohomic conditions in»those countries and the state of
development in those countries, but also he has an economic
natfonal self-intérest argumeht froﬁ tﬁe point of view of
the United'States that can also be applied.

But cléarly} there is no ambiguity. It falls into the
category, Senator Packwood, of the "unreasonable" side of the
ledger where actiong are not mandatory and the President does
have the Optign not.td act on the basis that I have described
here.

The Chairman. ‘WQLL, that was certainly‘thé intent of the
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language in the Bentsen/Danforth bill, and as amended by

.Senator Packwood. There was no queétion about that.

Senator Baucus. Mr. Chairman?

The Chairman. Senator Baucus.

Senatof Baucus. Now I am confused, frankly. I thought
I understood Jeff Lang to say -- and I think you have corrected
maybe Jeff's understanding, or perhaps my misunderstanding.’
I thought I heafd Jeff say that actions that are unjustiffaﬁle,

and in actions that are unreasonable, that the USTR is

mandated to begin ihitiation, and mandated to take

retaliatory action --

Mr. Lang. No., No.

Senétor Baucus. -- excépt, if unreasonable, there is an
additional waiver that is not available in the unjdstifiable
case.

Mr. Lang. i see. There is that semantic difference,
but the coﬁmiftee has been‘qsing thé word "mandétory" to mean
the cases in which the President does not have the_option to
do nothing at the end of tﬁe process. '"Non-mandatory" has
meant that the President has the option to do nothing at
the end of the process. That is wﬁat the Chairman means.

Senator Baucus. All right. Just so I under;tand it:
under "unjustifiable cases'" the USTR is mandated to both
initiate the investigation and take the action, retaliatory
action.
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Mr. Lang. In fact, there is no distinction between any
of these cases with regard to initiation. He is simply
mandated to initiate cases.

Senator Baucus. He is mandated.

Now, in unjustifiagle cases, what are the obligations of
the_USTR?

Senator Packwood. He is mandated to retaliate, but we

have four exceptions.

Senator Baucus. ALl right. The exceptions only apply,

"then, to the unjustifiable cases?

Mr. Lang. Qné technical correction: It is not the USTR,
it is the Presiaent.

Senator Baucus. .Well, the excgptions then apply only
under “unreaﬁonable”? |

Senator Packwood. That is correct;

Senator Baucus. All right;

The question I have, Mr. Chairman, is: Does the action
that might be c9ntémpLated under the amendment offered by tﬁe(
Senator from Michigan neceﬁsarily féll intothe category of
"unreasonable"? Or might it also fall into the catetory of
"unjustifiable"?

Mr. Lang. His amendment provides( in its terms as we
understand it, that it.is "unreasoﬁable." And it also provideg
some additional flexibility that waLdynot be available for

other unreasonable cases.
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Senator Baucus. I understand the additional flexibility,
but as the amendmenf is dréfted, it could not be in the
category of "unjﬁ;tif%able” -- is that correct?_

Mr. Lang. Thaf is right, because it is a definition of
the word "unreasonable."

Seﬁator Baubus. Thank you.

The Chairman. Senatbr Moynihan, you had a comment?

Senator Moynihan.v'Yes.v

Mr. Chairman, ‘let me éee ijf-I can't sort my own thinking

on this just a little bit, first’of all to say I support the

Riegle amendment, and 1 cannof think -- perhaps Ibcould get
the aftention of my friends?

Havihg raised the matter‘in this committee, I don't see
that we have'any choice but to approve it. I think there is a

matter of history here that is of 5mportance.

As I_femarked td Senator Heihz earlier and very briefly,
when he was saying this is not é protectionist measure, indeedg
the whole notion of thé Labor Convention commences as an I
effort to expand trade in situatfons where countries --
European countries -- were érecting trade barriers to
protect themselves against the laggin§ labor standards of i
their trading parfneré.

:The notjon was very simply, if we all get together and
agree on a 40-ho§r week, if we all get together and agree on

certain.provisions of worker safety, and so forth, then we
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we will never find ourselves competing by the process of
lowering Llabor standaras.

The earlier gxample, and perhaps the first, was the
Plimsoll mark.that you see on shipping, that they would not
compete for shipping, maritime nations wouldn't compete for
tréde by maintaining unsafe vehciles. And you stiﬁl see
that Plimsoll mark alongside.

Now, it happens that the United Siates labor movement
took a lead in this. We first adopted Law‘-- we adopted the
statute fn 1907 dn sulphur matches. Children used to suck
off the edges of métches-énd die from them, and there was a
treaty agreed to in Europe that nobody would make them. wé
wouldn't sign the freaty, but we passed the law. They were
chéaper, but they were dangerous.

Then, at the Paris Peace Conference, Samuel Gompers, the
head of the AF of L, was made Chairman of the Commission that
drew'up the charter ofvthg International Labor Organization,
and the first meeting took blace here in Washington.

The United States joined the ILO, when it did noﬁ.jbin
the League} and it did hot join-fhe World Court.. Ithiﬁk we
have ratified five treaties, none oﬁ Labor conventions, all
having to do with maritime rights.

Now, having said that, it seems to me that for us not to
commit ourselves to these most elemental of the ILO

conventions is to repudiate part of our history. But, also be
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clear that what Secretary Brock has said is probably also so,
that the President will find himself certifying that there

are no trade unions in Saudi Arabia, and there is nothing he

can do about it, and we have to trade with them; and that there

are no trade unions in Korea that are worthy of the name, and
yet we have to trade with them; that there are none in the
Soviet Union is obvious; and that in a whole number of

indeterminate states it is not so much a matter of doctrine

There are about 40 countries in the world which have

!
we trade with those other 110, and some we trade a great deal
with. And the President will end up having to certify that

they don't have these things which we claim to be very

ideological interests. Yet, I uou(d make‘fhe one compensating
thougﬁt, that the original pdrpose of these movements was not
purely in a human rights area but was in fact very much an
effort to advance trade. So, if they are nof perfectly
adhered to, they are not walking éway from our commitment to
theAhuman rights aspects.

The Chairman. 'Thank you, Senator Moynihan.

Senator Danforth?

Sehator Danforth; Mr. Chairman, I have seVeral gquestions.

I think Senator Chafee was asking for recognition, maybe before
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I was.
The Chairman. Senator Chafee?

Senator Chafee. I would Like to ask Mr. WOodéz Is it

"essential that the unfair worker rights result in any impact

in trade qndérJthe Riegle amendment?

Mr. WOods.,:Yes,.I believe that is right.

Senator Packwood.‘ I didn't understand the answer.

Mr.'woods. Yes. There would have to be a.burden or
restriction on:U.S. trade, But --

Senator Chafee. I would be interested, Mr. Woods, in
your views on fhisf

Mr. Woods. Well, first of all, this Administration
strongly supports wprker rights. We have'WOrked very hard

to get worker rights to be a portion of the negotiation in the

"Uruguay Round.

Ambassador Yeutter, as some of you ma} know, was
accompanied by represeﬁtativés of the AFL-CIO to Pdnta del
Este for the purpose of trying to get.wohker rights onAfHe
Uruguay Round agenda. we are still trying; and we plan to
continue to try in that réspect.

The problem here is that there is no international
consensus at this point that denial of worker rights is a
legitimate basis for trade sanctions. That is what we wouLd
be trying to achieve in the Urqguay Round. So, we wouLd be

acting alone and unilaterally in declaring that such was the

Moffitt Reporting Associates
(301) 350-2223 |




O

10
1
12
13
14
15
16
17
18
19

20

21

22

23

24

25

49
the case.

In fact, there is really not much fn the way of
international consensus as to what constitutes an unfair
worker rights practice in a trade context. And even the ILO
standards, as'Secreféry Brbck ﬁtates in his letter to you;
tend to be very general in nature, Leaving wide_tatitude fof
interpretation. | |

OQur concern here is that Qe might be requ{red to close
down markets, given the nature of this provision. We could
accept Senator Riegle's suggestion tﬁat we be required, as
part of our negotiating authority in the Uruguay Round,.to
negotiate on this. That i; what we wanf to do, and we would
very much appreciate the Senate's support for thaf activity.
But we must oppose, I believe,:the use>of section 301 as a
prpvi;ion in international worker rights atvthis time.

The Chairman. GenfLemen, are we prepared to vote?

Senator Chafee. Mr. Chairman, I have an amendment to
Senator Riegle, and an amendment that I would Llike to
circulate now.

The Chairman. ALl right.

Senator Chafee. What this does is, it establishes a
workers fights blue ribbon commission, in which, "90 days

after the enactment of the trade bill, the Secretary of Labor

'shall establish a commission to examine the effect of this

type of provfsidn, and the commission will report back within
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50
a year."
Mr. Chairman, I move this amendment, because I just think

we are getting into heavy weather here in the Riegle proposal.

broposat'or suggestion, if I understood it correctly, by

Senator Moynihan that we will have these provisions but rather

the President just will declare an exception; that Saudf
Arabia doesn't have unions, wevré¢ognize that, so just declare
I don't think we waﬁt to enact laws with the objective
that the President will iust mérrily have exceptions to them.
I don't think that is what we want to do.
Senator Moynihaﬁ. . Could I ask my friend, ére you

objecting to what I said because I $aid it, or are you objectinlg

to the prediction I made?
Senator Chafee. Well, it wasn't more of in a prediction, .

it was rather a suggestién, as I understodd it. .
Senator Moynihan. On a point of perspnal privilege, it

was no such thing at all. I said I think we should

' i
realistically accept that in doing this we were in keeping witm

a long American tradition, and that, in keeping with present
realities, the President would find himself -- a President
would find himself -- making many exceptions.

Ndw, if you objeét to that, that is different.
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Senator Chafee. Well, so be it, and I won't pursue
that, except to say I urge the members, my colleagues, to
adopt this aﬁendment that I have proposed here, so that we
Wwill know what we.are getting into.
As you know, I feel deeply concerned about fhe proposal

of Senator Reigle, as to what it is going to do to our trade.

It is odd that many of us are involved with competitiveness

activities here. Clearly, this makes Qs noncompetitive in
many areas of the world. I don't see how we can ever expe;t'
to sell anything.else to the éoviet Union iftthis legislati@n
should be enécted, unLess cynically we expect_that.the
President.is going‘to declare an exception to the Soviet Union
becauée they repregent a pretty good market. |

But as far as Korea goes, Korea has got a surplus with
us; so he will impose it against Korea.

Just yesterday we all saw the article, perhaps, in the
New York Times, ”Jaban Winning'Race in China -- peréi;tence,
patience, key. Chinese imports in 1986" -- énd shoWing that
Japan has 29 percent of the market and the U.S. has 11
percent. I am not ;Lear, but I suspgct we probably Qot a
mild surplus. Do we, in'ﬁur trade with China?. Do you know,
Mr. Woods?

Mr. Woods. No.

Senator Chafeé. We'don't?v I don't know -- whatever it

is. But the opportunities are there, whether it is for
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Boeing Aircraft, or whatever it might be, to sell in Ch%na --
I8M, or whoever.

And yet, we are saying today, if wé pass this Législation
without further consideration, that China is out. There a?e
no trade unions in China; nobody suggests there are. But if
my amendment should not be adopted, and the Riegle amendment
were adbpted, that would be the result.

So, therefore -- Senator Danforth Baé a question here, but
I would propose that --.I‘suppose the proper thing would be
to have mine -- is it procedurally correct to have mine a
substitute, Mr. Lang?

Mr. Lang. Yes, sir, that i; what Qe understoos you wanfed
to do. Yours would be a complete substitute.

Senafor Chafee. Rather than an amendment?

Mr. Léng. Yes, sif.

Senatér Chafee. Weli then, which one wopLd we proceed to
vote on? Mine first?

Mr. Wilkins. Under the comm%ttee rules, the Chairman
may put the amendments in the order he thinks appropriate.

In considering a substitute for.an offered amendment, it
probably would be appropriate to consider the substitute beforg
the underlying amendment. -That is the normal Senate
procedure.

The Chairman. That is normglly our procedure, is it not?

“Mr. Wilkins. That is correct. That i1s the normal
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procedure'on the Senate floor.

The Chairma65' We wiLL follow normal procedure on that,
and.the vote would come first.on your substitute. That_is
just the way we do it on the floor of the Senate.

Senatbr Chafee. 1If everybody has a copy, at the proper
time. == I am notitr}ihg to cut anybody off, Mr. Chairman, but
at thevproper time I would moVe ﬁy substitute.

vThg Chairhan. We will éee fhat there is full debate on
it.

Yes?

Senatof Danfofthf‘ Mr. Chairman; I have some questions
for-Senator Riegle.

First; in his description of his‘améndment, he referred
to ”pattérns and practices." what I.waﬁted to make sure was

that that is the intent of the Sehator's amendment. In

trigger eyén discretionéry USekof section 301; but rather,
what the Senator is aftef is a pattern of behavior which is
the violate of labor rights.

Senator Riegle. I wouldlgay yes, and I would go even:
further than that: I»think it has to be a persistent pattern.
I think you have to have, réally, a very substantial showing‘~-
not individual cases, bd£ I think you have to show really a
general battern of the denial on a broad scale.

‘Bear in mind, there is a second aspect of this, and even !
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that has to be judged against the level of development of
the country involved. We are not trying to méndate standards
for other countries, per se, by any arbitrary yardst%ck.

So, you know, every country is sbrt of moving along at a
different»[evel of develophent. But where there is a broad,
pernicious pattern that is clear and obvious, that is wﬁat
we are really addreésing-here.

Senator Danforth. ALl righf. I.want to get to that
level-of-development qdestion in juSt a.minute; th I wonder
if you would be wilting to write into the text, or if we
could agree now that if your amendment is agreed to by the‘_

committee, the staff would be instructed to write into the

text of your -amendment that what we are talking about is a

pattern or practice of behavior rather than a simple acf.

Senator Rjégle. Than an isolated incident? I would be
inclined fo say Yes; but my cotleégue and_coqunsor Sen;tqr
Heinz -- I would be very much interested in his view on that
as well. And.I might say, too, that Senator Mitchel( is éLso
a cosponsor of this amendment, and Senator Moynihan.

Senator Heinz. I have always construea the:ahéndmeht to
not target one or fwo acts, but a pattern or series of
practices. 'And I would have no objection, Don, to our
aécommodating Senator Danforth to make tﬁét expliéif, to the
extent it is not expLicif. |

Senator Riegle. Do ybu know, It seems to me that in
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a sense we are creating a legislative history here, and I
think it is understood what we are saying.

I think my preference would be, in Light of the fact that
thaf is the clear intent, having now stated it here, that
we put it in the committee report rather than -- I mean, I
am aLways a Little edgy about going into a rewrite on the
amendment itself that sqrt of goes off into another zone.
I would rather nail that ddwn as explicitly as it needs to.be
in report language so there. is no confusion.

(Continued on next page.)
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(Continued from preqeding page.)

Senator Danforth. I would suggest that it be put inﬁo
whatever lanéuage gets out of this committee. I think that it
is very important that it be-wfitten in the:bill, because;we
all know that thé bﬁéiﬁess of trying to conSt:ue legislative
intent is very iffy. It invblves not only what was said in
committee, but on the floor whefé people oftentimes put
writteh statements in the Cbngressional Record as though
given,'whiCh nQbodyihas ever heard before, which is supposed
ﬁo create legislatiVe intent.

And I’rgally‘think that‘if our intention is to address
patterhs and practices as opposed to isélated‘acts; that it is
very important that that be-written‘into tﬁe.legislation.

Senator Riegle. Let melsay to the Senator, I very much
would like to have the Senator's support. And if we can find
a way to craft tﬁis ih avwéy that lets him féél thét he can
support it, I would feel much better about_the'amendment;

If phraseology such és the kind we have been describing
here are a consistent.pattern, or words to that effect, is
something that you feel-strongl& we ought to have, that is
clearly my intent. So lets ﬁry to work that out.

Senator Danforth. Before I sign on to the amendmént, I

have some other questions. But as I understand your answer,

it is conditional to my support of the amendment? |
Senator Riegle. Well, I agree with the Senator and I
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am prepared to go that way. But if I am going to make a

whole series of adjustments and then find that we haven't

. gotten to the point where we can support it on a broader

basis, then I guess I would like to think about it again.
But I would like to accommodate the Senator if I possibly
can.

The Chairman. i'think what he means is he wants to know
what the final price is. |

(Laughﬁer)

Senator Danforth. Let me ask a second quesﬁion and
relate it toba question that was put by Senator Chafee and
answered by Ambassador'wéods.

But is the objective here to get at sprayed practices
or matters that afﬁect trade,r or is the objective to
basically use sprayed as a toql of foreign policy or human
rights objectivesﬁ - |

Wé have had this Qngoing question that has been raised
by Senator A:mstrong relating to slave labor in the Soviet
Union, and it comes up from time to time. |

And Senator Moynihan has argued this, I know, on the
floor. We have afguedlit with each other on the floor, the
extent to which trade should be used as a sanction for other
practices that are really unréléted to trade. Sﬁould the
United States refuse to.deal with the Soviet.Union because of

its human rights violations? Should the United States
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refuse to deal with South Africa or with this country or that
country because of human rights violations?.

And my understanding of what Ambassador Woods responded
was that this amendment is épecific trade. In other words,
this amendment does not authorize the President to uée
Section 301 for matters that are extranéons to trade. We
are not going to use this as a foreign policy weapon or a
human fights weapon,ibut only use it insofar as the various
matters £hat are complained of here do ha&e trade effects.

Senatbr Rieglef if‘I'can.respond.

I tnink you hnve put in a very profound way the new
reality that wé face, and it is clearly trade related and
only‘frade related, and not an effort to try to reach through
and tamper tinker with the practices in other counfries.

Andil think this is why the support developed as
strongly as it did in the House, which has been at this

issue longer, and why this provision became a provision in:

' Congressman Michel's Republican version in the House,

indicating a very broad sort of bipartiSan concensus on it.
And it is that the world trading system has now connected
itself so fully as we see, as why we are having this hearing.
And with trade moving the way it is back and forth in
incréasing volumes and velocity, us running a deficit last
yeaf of $170 billion; that these issues now take on a very

powerful economic meaning and impact. And our workers in
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this country now finding themselves in a new kind of
international economic relationship with workers in other
countries.

And so it is no longer just a matteg of a moralistic
assessment as to what may be going on in another natioﬁ. It
is the scale of the world trading volume now lifts this'up
to take on an economic impact that is very real in terms of
its effect on our trading balances and on our own workers
and living standards in this country.

Recognizing that, this amendment is not trying to be
punitive as suéh. We recognize thét_there are different
levels of developmént in the wbrld, but we want to take
account of the fact that these qqnditions cén now start to -
yield an enlarging economic effect that come'right straight
through in terms qf the trade balances that‘gan be very
destructive to our country.

In fact, if you extend this argﬁment longer enough you
could get to the point where Qe could see great'pressure that
sort of pull standards in this countfy down fo the lowest
common denominator around the world; all other thihgs being
equal, to put ourselves "in an economically competitive'
situétion."

Obyiously, we do not wéht to do that. We think.there
are some minimum standards on child labor and on the length

of the work week, and work place hazards, and so forth.
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Now other countries.do'not agree with us. They. are not
quite as far along as we are in many cases, and we are not -
trying to impose our standards on them. But this allows ta
take account of the fact that because the world trading
system now has changed into the new system that we now have,
that there are powerful econbmic trade realities. So it is
all trade centered. It is not to try to reach in and --

Sgnator Danforth. Then let me, if I could, ask
Mr. Lang, is it clear, in your dpinion, in the way the
amendment is_writtén that it has an exclusively trade
effect? 1In other words, this is not én effort to use trade
for matters that are unrelated to their tréae?

Mr. Lang. This amendment, Senator Danforth, is a
definitibn to the word."unreasonable". In order for an
unreasonable practice to be actionable under Section 301, you
not.onlyAhave to find'that the foreign practices unreasonable
but that it burdens or restricts_U.Sf‘éommerce.

Senator Danf§r£h. All right.

Mr. Lang. 'That is the connection.I was making before.

Senator Danforth. So it is absolutely clear.

Now a final queétion. Senator Riegle has mentionéd in
his discussion several times now in our conversations the
question'of level of development, the level of development.
Does that modifier apply to all of the worker rights issues
that are enumerated in the amendment, or does it apply to
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only the one relating to standards in minimum wages, hours
of work, occupation, safety and health?.

Senator Riegle. Th0se‘are the ones we spegify. And
the reason for doing so, if in setting aside the right to
association and the riéht for workers to try to bargain for
themselves, in a:sensé,.that is the first spark of wofkers
beihglable to take and try to assess their condition and
deéide if they want to try to move in the area of the ones

that we actually spell out, to try to move in the direction

- of minimum wages or hours of work or occupational health

and safety.

' So in a sense, the most elemgntal right is the right
even to sit down and have a conversation on that.

I have cases that I ﬁave not éited,here-—I would be

happy to--of extreme cases in places like South Korea, which

- run huge trade éurpluses with us, and countries like Chilé,

and others, where even that initial step of workers trying
to talk to oné another about how they might change their
working conditions, where workers have been brutalized,have
been beaten, been mufdered, well documented cases.

And so in téking into the level of economic
development, I have enumerated only those areas of minimum
wages, hours of work and occupational safety and health, and
left 6ut whét I think is across the line in the other area,

and that is just sort of the basic human right of workers
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to be able to talk to one another, to see if they can
organize.

Senator Danforth. What would tﬁe Senator's view be
of defining that modifier, "level of economic deveiopment“;
to all of the workers' rights?

Senator Riegle. Well, I would like to think about that
for a moment. In my own mind, I sort of see a difference in "
kind there. But I would like to think about it a 1ittie
more.

Let me ask Senator Heinz if he has whaf you want.

‘Senator Heiné. Mr. Chairman.

The Chairman. Senator Heinz.

Senator Heinz. I would make a very real distinction

between the rights of association, the rights to organize

and bargain collectively, first. And the fifth part of
Senator Riegle's émendment. The first several I don't
think shogld be qualified by taking into account a country's-
level of économic development. | | |

It would imply to do so that you would not want if you
had a low lével of economic development to permit cqllective
bargaining. And I would think that we would_not want to go
on record as saying.that if you were hypothetically in a
country where there was an exploit;tion for trade purposes
of an uhderclass, that that would be okay aé long aé the

cduhtry were poor enough. That seems to me to be a flawed
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i would say to Jack Danforth that he made, I thought,
eariier a very important point, énd that is that this
amendment is trade related, not human rights related, per se.
And that the feason:br it is to fake into account the kinds
of activities tha£ that coﬁld have an impact on trade, and
that, gon&ersély, it‘is not an amendment that gives a
President ajmeans of using trade to.affect some kind of
policy or human rights initiative that éUCh a Presidén£
might feel strongly abouﬁ. |

‘I think that is clear from the way the amendment works.

Senator Danforth. Let me just say this.

If the amendment were modified in the two respgcts
that I have suggested, one, reiating to the pattern of
practices, and, two, relating tb the lével<of economic
development,.meaning to all of the areas, I would not have
any problem. I would be willing to support it.

I ﬁhink that the level.of economic development is
simply, as I understand it, Wh;t the President has taken
into account: I think that with respect to, say, the
generalized system of preferences, the Caribbean Basin
Initiative, we have recognized as a mattér of policy that
there are certain instances where the basket case, nature '
of the country, calls for a different type of consideration
on the part of the United States.
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And it would seém to me that those are -- those two
changes are important changes. But I don't have é laundry
list fér you. I don't have a list as long as your arm that
if you change this then lets go into the next item. But I
do think that thése tWo_would be a major improvement. And
if it couid be improved, I would be wiliing_to support you.

Senator Rieélg. Well, let me make it clear. I
certainly'aCCept the first, and i think I may very well be
inclined to accept thevSecond; Patterns and practices, I
think, ought to be in there, and I think it is a very valid
point to make.

Let me to tést a'secoﬁd. "When I think in the case of,
say, a nétionwide Koréa, in my ‘own mind today, it would
seem to mebthat by ahy‘reasonable standard that Korea is a
major ——-has come forwardvas a major nation. They would not
be in the basket cése variety( South Korea.

And if we ére goiﬁg to have the ability to assess

countries in terms of where they are, the case of a Korea,

on the one hand, versus a Bangaledesh,,on the other hand,

might be a case -- wogld be a case whére Korea cleérly would
be expected where'they are to allow rights of association,
and the rigﬁts of workers to organize and collectively
bargain. I think they ﬁave got - trade surplus with us this
year of $15 billién, and they are doing very, very well.
Is‘that what you have in mind, of being able to have
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the flexibility in here of making that kind of differentiation
but not to use it_in such a way as to rule out --

Senator Danforth, Yes. 1 déﬁ't express any position
one way or another on the Korea question. That is debateable.
It is still covered by the GSP; and some people havé said
it should be out. Last year it was out in the bill we
introduced. I don't express any view on one country Versus
anofher. But what I am saying is that I think thé£ these‘
are all great goals. I would be hard pressed to
differentiate among tﬁem.

I think that to‘thé e#teht the wofld moves in these
directions, we are going.to have a much better situation,
not only in those countries but in the United States, And
I think. that tﬁese should berbjeétives of the United States.

But.basically what we are‘saying, the whole way this
is written, and with the expianatién that Senatbr Moynihan
has, is that this is going to be something that is viewed

on a very flexible basis; We are not going to rule out

110 countries or so and not do businesé with them because of
this provision in the law. And, therefore, it seems to me
that it is important to spell.out that we expect flexibility
on the part of thé'Administration. |
First, we do not expect that the Administration to be
legalistic in singling out the one Act orltwo.
Second, that wé wbuld expect‘the Administration to see
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countries in the light of their level of economic
develoément in applying it.

Senétor Packwood. Ddes that mean, Jack, that a poor
country can deny the right of assoqiation and the right to
bargain, but at some place it passes a threshold of
prospgrit? and thén it cannot do that?

Senator Danforth. I think that the whole thrust of
this amendment, as I understand it, has been not to be
extremely precise and legalistic in the way that it is
written, and that»I don't think that there is a éarticular'
levél that wogld be, you know, for all timeé viewed as that
point étvwhich_a country would shift from having these
rights applied to it and not apply to it._ But I do think
that an Administratién, in dealing with this kind of
provision, has to take into consideration both the political
and the economic-realities of the situation. And I think
that this says the level ofteconomic development modifier
says that the Administration does.take that kind of thing
into consideration.

The Chairman. Let me say to the members of the

committee that I think there has been a constructive

exchange of opinions here, and the debate has spilled over

on both the substitute and the underlying amendment. And I

hopé that we can summarize our comments and get a vote. And

I would intend that we vote, first, on. the substitute, if
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there is no objection, and follow that, if the substitute
does not prevéil, with the underlying améndmént, if there
is no objection.

Senator Danforth. Mr. Chairmah, I don't intend to
debate this any further, but I would like to know the
answer to the prépositioh that I put to Senator Riegle before
I vote..

The Chairman. Are you prepared, Sehator, to comment on
this? -

Senator Riegle. Yes, I am. We are all thihking as we
are talking ﬁeré.

The Chairman. Well I can ask as some others are
trying to spgak if YOu want fu?ther time to think about it;

Senator Chafee. Mr. Chairman.

The Chairman. Yes.

Senator Chafee.A I'aﬁ ready to move‘the‘substituté.
And I would say that all of this discussion has shown to me,

and I hope to all of us, the need fdr the substitute.

All we are saying is, let's pause for a year and look

this over and decide what we are talking about. This is

- really -- I cannot stress enough the substance and the major

impact that this améndment is going'to have on our trade
relationships. And I just hope that we pause for a'minute
and také a look at what we are doing. And I hope we would
not pass an'amendmeﬁf and say, well, we are going to pass the
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Riegle amendment,‘but just remember there are SO many
loopholes that there are ways around it. .I don't think thét
is the way Qe want to legislate. And I would hope that
there would be support for my'blue ribbon —-'proposed blue

ribbon commission, which has to report within a year, and

' we can revisit this again and follow the recommendations of

the commission, at least have the benefit of their thoughté
into this very, very major piece of legislation.

The Chairman; Senator Roth has been seeking

recognition. Senator Roth.

Senator Roth. Mr. Chairman, I missed parE of the
discussion, but perhaps certain of this was covered. But

for my benefit, I would like to ask Mr. Lang and possibly

‘Senator Riegle.

I am still not’cleaf what discretion is within the
P:esident under this prépoSal. I am very stpathetic to the
objectives of the legislaﬁion, .But under a 301, normally
an unreasonable abuse‘is found fqr the White House to take
mandatory action. But what provides the rationale for
making exceptions in the amendment? In other words, let's

take the case of the Soviet Union. I think most of us would

‘agree that there certainly aren't the benefit of collective

bargaining there. How does the President make a finding or

.ignore that fact?

Mr. Lang. There are two basis of flexibility in the
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amendment beyond those that would be available on the
unreasonable track of 301.

First, the President may determine that an Act, policy

- or practiced described in the amendment would not be

unreasonable if he finds that the céuntry concerned has
takeh or is taking steps to demonstrate a significant and
measurable ove;all advancement to afford throughout the
country to wfite some standards and questions.

Senator Roth. But taking the Soviet Union, that would
be vefy difficult to make that kind of a finding,Awouldn't
it?

Mr. Lang. Well, I woﬁld defer tqlthe Administration,
but I suspect to.

Senatof Roth.'.Mr. Ambassador?

'Mr.Lgng. There is one oﬁher element of flexibility,
and that is, as it is currentiy drafted, with regard to the

element of the amendment relating to a failure to provide

' standards for minimum wages, hours or work and occupational

safety and health, the President is to take into account the
country's level of economic development.

Senatof Packwood. Well, Mr. Chairman, let me take a
whirl at this answer, becausé I don't think Mr. Lang is
talking about the same thing I thought we were talking
about yesterday.

The Chairman. Senator Packwood.
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Senator Packwood.‘ As proposed by Senator Riegle, this
is not a violation of the trade egreeﬁent.‘ There is no
trade agreement on these. We wouldn't be discussing these if
we had a trade agreement oﬁ them. This is an unreasonable
practice.

Mr. Lang. Yes, sir.

Senator Packwood. And at the end of it, the President

has total discretion to say, despite all of this, I am just

“not goihgvto do it. He has to go through the findings. He

has'to say, yes, you bet they're violat;ng worker riéhts.
And they have only got a 3-year minimuﬁ‘age for ehildren to
work, and they still allew'bamboo.scaffoldings, and.all.
those things. And I am going'ﬁo ignore all that. And there
is no mandatory pewer fo_make him act; as I understand what
we mean‘by "reasonablevvielation" as opposed to
"unjustifiabie violation," --'unreeeoﬁeble violation.

Are we clear on whaﬁ we meant yesterday, because I think
this falls under the unreasonable category?

Mr. Laﬁg. It doee fall ﬁnderlthe unreasonable
category. And in that category provided the President can
at the end'of'the process make certain findings and take no
action at all.

The Chairman. Gentlemen, are we prepared to vote?

Senator Wallop. Mr. Cheirman, I Qquld just like to, if

I may, make an observation because the conversation here
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has told me precisely what I did not want to hear. The basis

for flexibility mean that this is a tool for selective
retribution, not for the advancement of a philosophy. Since
it is trade related and not foreign policy related, is it

then sector specific? 1Is it that we just want to have

.labor unions where they build automobiles but where they

have- prisoners in the forest trapping animals and the furs
aré not a part of it? And we don't do it. That is seétor
spegificity. And the lack of‘specificity in this is denyihg
the right of association.

Now what to hell does that mean? At what level it
permits any former force t§ cémpulsory labor? Does that
apply to us with prison labor? Taking into account a
country's level of economic development_fails to provide
standards for minimum wages._ Who judges the validity of
those standards? We are going to say my sténdard is 2 cents
an hour, and my standard is 10 hours a day, éeven days a
week. And my staﬂdard is that we will provide b;ndades if
you cut youréelf. But that is it. All it says is "provide
standards."

So what you have devise here is not a means of seeking

'to.protect the world workers. What you have devised is a

means by which you can take out a little trade stére sort and

do battle. It isn't the'moral'position at all. It is, in

fact, a venal little policy tool to achieve a trade-related
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event, not é.iébor-félated event. And to that extent, I
could not support it.
Senator Riegle. Mr. Chairmap, let me if I may, after

conferring with Senator Danforth. I want to find an

agreement with him on that second point as well as the first

point, and that would be to have an understanding that in
this assessment that is made, if_é case'is.brought, there's
a finding'of fact, the President and his advisors are able
to take into'aégount é countrst level of economic
devélopment as it would relate to all'of_the items ﬁhat we
enumérate here, I am not éure‘there is really a difference
when all'is_saia and done, if we have a pernicious
persistent pattern going on in a natiop that hasibecome a
trading nation of consequence in the_world trading system--
,cgrtainly a nafion of conseguehée within the trading system
going 6n within the United States in a'major way--then it
seems to me,that:that kind of country would find itseif-
having graduated up into a catégory of economic power and
consequeﬁce, where I think by ahy reasonable standard they

should be expected to be moving in all of these directions.

And I don't think that most reasonable people would argue with

that if we went-thrdugh a process of a case being brought,
a finding of fact, an establishment of the pattern,'and so
forth.

So I think that we can accept that second suggestion of
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‘broadening this in that respect, because I think, in effect,

that that doesn't really violate the intent of what we are
hoping to accomplish here.

Senator Danforth. Well, I would'say to the Senator

that I appreciate his understanding and accommodation on that

basis with both of those matﬁers taken care of. That could
be done is the draft is accepted?

Mr. Lang; Yés sir.

Senator Packwood. The President just_says this cbuntry
isn't quite rich endugh yet to haVé worker rights.iﬁ essence.

Senatof Riegle. Well, if I may say, I don't think it is
as simple_as that. I mean, the President has to finéliy make
the Value judgment, and if the President says, look, even
though we see things.out here that we think are bad and
things that we wish were.different,.he‘ﬁakes a finding based

on an assessment of where that country is and he decides to

‘not decide to try in some way to act against.

That is a judgment that has to be made. But, bear in

mind, there is a whole process that goes on before that. And

I think that the facts in the case--how powerful'they are,
in essence--guide the decision at the end.

I don't view any Presidént as being somebddy who wanfs
to torpedé the intent of the law if_the finding of fact is
powerful enough. |

The Chairman. Gentlemen, are we prepared to vote? Do
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you méve your amendment, Senator Chafee?
Senator Chafee. Yes.
The Chaifman. Substitute is offered if you would like
to call the role -- all those voting for or nay.

The Clerk. Mr. Matsdnaga?
Senator Matsunaga. Nay.
The Clerk. Mr. Moynihan?
The Chairman. Nay by proxy.
The Clerk. Mr. Baucus?
Senator Bapcus. Nay.
The Clerk. Mr. Boren?
(No reéponse)
The Clerk. Mr. Bfadley?
(No response) |
The Clerk. Mr. Mitchell?
Senatdr Mitchell. Nay;
The Clefk. Mr. Pryor?
Senator Pryor. Nay.
The Clerk. Mr. Riegle?
Senator Riegle. Nay.
The'Clerk. Mr. Rockefeller?
Senator Riegle. Nay by proxy.
The Clerk. Mr. Daschle?
Senator Daschle. Nay.

| The Clerk. Mr. Packwood?
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Senator Packwood. Yea.

The Clerk. Mr. Dole?

(No response)

The Clerk. Mr. Roth?

Senator Roth. Yea.

The Clerk. Mr. Danfdrth?

Senator Danforth. Nay.

The Clerk. Mr. Chafee?

Senator Chafee:. Yea.-

The Clerk. Mr. Heinz?

Senatbr Heinz. Nay.

The Clerk. Mr.‘Wallbp?

Senator Wallop. Yea.
‘The Clerk; Mr. Durenberger?

Senator Heinz. Nay by proxy.

The Clerk. Mr. Armétrqng?

(No response)

The Clerk. Mr; Chairman?

The Chairman. Nay.

ihe Cierk. 4 Yeas, 12 Nays.

The Chairman. All right. The vote will now pfoceed on
‘the underlying amendment, the Riegle amendment.
Senator Chafee. Mr. Chairman, could I just say one word?
The Chairman. Yes.

Senator Chafee. A couple of words. Again, I want to
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stress the importance of this amendment, what its effect is,
what its effect really is going to say that there won't be
trade, but trade ahd the right of action will lye against

all the communist countries, and I think this is specifically
oriented at a non-communist'country -- Korea,

I think that seems to be from the drift of the
conversation and the illustratiohs here. And what it means --
we ére not going to change the patterns in fhose nations,
but it certainly is going to be,{I believe,.diSastrous
to our markets,-our opportunities té sell in those countries.

Senaﬁor Packwood. Could I say one thing ﬁhen?

Senator Chafee. And when we are talking about
competitiveness, this is the ultimate of anti-competitiveness
to agriculfure and other produéts.

Thé Chairman. Let me say that»we had agreed tﬁat we
would proceed right to the next vote ahd I haye_let
Senator Chafee speak. And I think in fairness, I better
let the proponent now reply, if you haVé anything. |

Senator Riegle. I'm prepared to vote, Mr..Chairman.

The Chairman. All.right. Would you proceed to call
the role.

The Clerk. ,Mr; Matsunaga??

Senator Matsunaga. Yea.

The Clerk. Mr; Moynihan?

The Chairman. Yea by proxy.
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The Clerk. Mr. Baucus?
Senator Baucus. Yea.
The Clerk. Mr; Boren?
(No response)

The Clerk. Mr. Bradley?
Senator Bradley. Yea.
The Clerk. Mr. Mitchell?
Senator Mitghell. Yea.
The Clerk. Mr;'Pryor?
Senator Pryor. Yea.

The Clerk. Mr. Riegle?

Senator Riegle. Yea.

The Cierk. Mr. Rockefeller?

Senator Riegle. Yea by proxy.
The Clerk. Mr. Daschle?
Senator Daschle. Yea.
The Clerk. Mr. Packwood?
Senator Packwood. Yea.
The Cierk; Mr. Dole?

(No response)

The Clerk. Mr. Roth?
Senator Roth. Yea.
The'élefk. Mr. Danforth?
Senator Danforth. Yea.

The Clerk. Mr. Chafee?
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Senator Chafee. Nay,

The Clerk. Mr. Héinz?

‘Senator Heinz. Yea.

The Clerk. Mr. Wallop?

Seﬁator Wallop. Nay.

" The Clerk. Mr. Durenberger?

Senator Heinz. Yea by proxy.

The Clerk. Mr. Armstrong?

(No response)

The Clerk. Mr. Chairman?

‘The Chairman. Yea.

The Clerk. 15 yeas; 2 nays.

Senator Heinz. Mr. Chaifman?

The Chairman; Senator Heinz.

Senator Heinz. Mr. Chairman, I have an amendment on
the citrus and pasta -- I have an ahendment on citrus and
pésta that we would like to have presented.

The Chairman. I beg your pardon. ©Let me intervene for
just a momenﬁ. Senator Packwood had a comment on this.

Senatér Packwood. I just.wanted-to explain thié §ote.
I fear it has become_a nullity -- maybe I am’happy it has
become a nullity. I am not sufe which. I think by the time
we have added the Danforth language and are going to apply
economic standards tb all céuntries for all rights, and the

President has almost unlimited authority to make first, the
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economic decision if he wants it; and at the end of it has
the power to absodlutely do nothing, I think we are going
to achieve'what Senator Moynihan has suggested. We have é

wonderful statement of worker rights that any president,

republican or democrat, liberal or conservative, when faced

with the stark facts of trade, is simply going to ignore.

.Senator Riegle. Mr. Chairman,.might I just take 10.
minutes to thank the committee for iﬁs cqnsideratiqn:in the
amendment. I want to thank those who voted for it. I think
we have an amendement that does have very considerable meaning
énd'I am appreéiative of that.

The.Chairman. I recognize Senator Matsunaga for a
procedural point.

Senator Matsunaga. i understand your copcern, Mr.

Chairman, that I be recorded as having voted "no" on the

Durenberger amendment earlier.

The Chairman. Without objection, so be it done.
Senator Heinz.

Senator Heinz. Mr. Chairman, the amendment that I am
offering would implement the U.S. obligation under the citrus

agreement that cut the duties on EC products, but in addition,

to ensure that the pasta negotiations that were a part of

that settlement are completed by July 1.
It provides that unless the case is resolved by then,

imported pasta would be subject to new tariffs, and the amount
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of the tariff would be equal to the amount of the EC
subsidy. That is essentially what the amendment does.

| Let me explain the background to the amendment. We are,
of course,'dealing with S. 301.. And back in 1981, the pasta
industry filed a 301 case with the USTR citing illegal
subsidies for Italian EC pasta imported into the United
States.

The GATT panel found that there were illegal pasta
subsidies in Violatipn Article 9 of the'Subéidy Code in 1983 --
four years ago. Sihce then,»ﬁhe EC has qompletely ignored |
theAfindings of thaf panel and has, in fact, used a variety
of procédural maneuvers to prevenﬁ the GATT Subsidy Code
Committee from even considering the panel report.

In 1985, the U.S. threatened retaliatory tariffs on

. pasta, and at that point, the EC entered into an interim

agreement'promising to reach a negotiatéd agréehent by
October 31, 1985 -- that is two years after the panel reportedf
‘At that point, the U.S. agreed to postpone imposition of
tariffs. By the October 31 deadline, not only was there no
aéreement; but the Italian subsidies had actually increased
by 176 percent, from 2—1/2 cents é pound in Juiy to 6.9 cents
a pound in October..
And so, at that point, in light of those developments,
President Reagan imposed a 40 percenf punitive tariff on

November 1, 1985. And then, during the next few months, the
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Italians increased the subsidies to offset the tariff, until
the subsidy level ;eached 13 cents, that is to say, 50 percent
of wholesale value. So they had more than swallowed the
tariff,

And as a reéult; illegally subsidized pasta continues
to flow into the United States and the tariff has been

substantially increased ever since then.. In August of 1986,

‘the USTR and the European Community reached an agreement on

the citrus dispute, and at that point, the U.S. agreed to

drop. the tariff on pasta, subject to there being a final and

permanent agfeement by the end of_Juiy.

Now,has you can see,.what Wé have is an industry that
went the dispute settlement process route, it got a finding
from the GATT in its favor, the procedurai process at‘the
GATT frustrated them from getting any relief through the GATT
as they should héve; then along comes the Citrus dispute;
and they éfe told you can wait on the sideliné.

While they are waiting on the sideline, the Eﬁropeans
continue -- the EC continues to increase the subsidy so that
it is now 74 percent of the wholesale value of theAproduct.
Imports have substantially increased, and as a result, we
have kind of a classic case history of how S. 30l can misfire.

Now, the purpose of the amendmént is‘to get the EC to
do what fhey said on a total of three occasions they would do, 
énd that is to enter into én agreement of dealing with pasté
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1 by the agreed upon date -- namely,.the end of July.

(::) 2 This amendhent would force them to do that by putting inA
3 | a variable duty that would offset the subsidy, whatever that

4 subsidy was, so that the duty could not be swaliowed by the

subsidy. And it does not, thever, forcexa particuiar

6 solution. It doesn't say that the EC haé to agfee to get

7| rid of their subsidy -- that is éertainly the perferred

8 solutionf But, it does perﬁit some other kind of uﬁdertaking,

-9 || compensation in efféct,_to be a part of the agreement.

10 » I would hope, Mr. Chairman,~that we‘wéuld adopt - this

" amendment. It seems to mé that it is in everybody's interest

12 | to make sure that both S. 301 and the GATT mean something.

(::)V 13 |l Unless we do get redress by the July 1, 1987 date, I fear
14 |I' that we will have very much weakened and undercut that whole
15 process.l
16 Thé Chairman; Mr. Lang, would you comment on.that?
17 |- Mr. Lang. Mr. Chairman, ﬁhe-situation, as we understand

18 || it, is as Senator Heinz has described. There was a settlement

19 | of the citrus matter after quite a long period of --

20 The Chairman. 16 years.

21 . | Mr. Lang. -- 16 years in the GAIT, and there was an

22 | agreement then to resolvé the pasta matter. The Administration
23 || might want to comment on the status of that diécussién with

24 || the European Community.

25 The Chairman. Mr. Woods, would you comment?
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Mr. Woods. The pasta negotiations, .I think, have been
the longest continuous.negotiations that has ever occurred in
the history of man. Bue, they are coﬁtinuing thise week and
we do anticipate that we will be able to have an agreement by
July 1, 1987. In that respeet, we are firmiy committed to
that date. We told the Eufopean Community that in no
uneerteiﬁ'terms.

Ahd in mind, iﬁ.to some degree, moots the necessity for
such an amendment, and on that basis we would oppose it.

The Chairman. You.would what?

Mr. Woods.l We would oppose it.

The Chairman, Now; that gives you another quiver,
doesn't it; |

(Laﬁghter)

Senator Heinz. Mr. Chairman, let me ask_Mr. Woods one

question.

The Chairman. You didn't quivef. All rightf

Senator Heinz. If you were not to Qet an agreement
with the EC by July 1 -- and I hope you do, because that is
not my only objective -- but if you Wouldn't, what action
would you take? | ‘ |

Mr. Woods. ;I don't know. I would be prepared to discuss
actions at this pafticﬁlar moment, but I think Ambassador
Yeutter has made it clear to the European Coﬁmunity in our
ﬁegotiations with them that we would seek aetion.
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Senator Heinz, Would you consider going beyond a
fixed-rate tariff which waé the weapon that the President
used back in 1985?

"Mr. Woods. Senator, we have discussed retaliation
before, and we try to be creative when we do those things,
and I am not sure we have initiated our'creatiVe.juices on
this yet, so I would not be prepared at this point in time
to say what erm that action might take.

Senator Heinz. You would agree, however, that the level
of subsidyvof pasta increasea and indeedldid swallow the
40 percent tariff. Did it not?

Mr. Woods. And‘more.

Senator Heinz. And more. And you would agree that all
dﬁring this period, consistently, the share of market has
continually incréased.

Mr. Woods; I don't believe that is the case,'but I am
not certain about that, Senator.

Sehator Heinz. I think you will find that your staff
is going like this. There is nof only yes, yes in their éyes,
but there is yes, yes in their heads, too.

(Léughter)

Senator Heinz. Mr. Chairman, I.would'hope that we could
adopt this‘amendment.

Senator Chafee. Mr. Chairman?

The Chairman. Are there further comments? Yes, Senator
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Chafee.

Senator Chafee. M;. Chairman, my state is not involved
in this, except possibly as pasta consumers. But, I haven't
heard from anybody on it. |

But, I thought we were tryihg to keep this legislation
non-sector specific. Are there going to be.a series of
amendments dealing with speéific sectors like this? If so,

I would just liké to review what we might havé in the
drawer.

The Chairman. I must staté that I have been urging
that we not Se sector specific. And I know that we hévé
many of them out there waiting in the wings. Woula you care
ﬁo comment, Mr. Lang?

Mr. Lang. The situation in this amendment, Mr. Chairman,
is that you havé an Qutstaﬁding GATT ruling in favor of the
United States. But, the provision is specific £o the sector's
concern.

The Chairman. Senator Heinz, do you care to comment?

- Senator Chafee. I would be most interested in the
Chairmap's views if the Chairman is inclined to accept this,

that is fine. I assume that would be enunciating a principle

and that if we have got sométhing stashed away we might come

and see him about it.

The Chairman. Why don't you just roll me on this one.
- (Laughter)
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Senator Chafee. Well, I'm not in the mood to roll the
Chairman. |

Senator Matsunaga. Mr. Chairman?

The Chairhan. I recOgnize Senator Matsunaga.

Senator Matsunaga. May I ask Mr. Woods a question?
Will the adoption of this ameﬁdment interfere with any
negotiatiopé in which you are néw epgaged Qith the EC?

Mr. Woods. ‘Well, it could, sir.

Senator Matsunaga;A It could or wili_it?

Mr. Woods. It could.

Senator Matéunaga. It could, but you are not sure that
it will?

Mr. Woods. That is correct,.Senator

" Senator Heinz. 'Mf. Chairman; on thé sector specific

point, I think we have to understand that there has to be

a sector speéific implementation of the citrus agreement by

law. It ié in the House bill. Aﬁd sb, to say that there is
something wrong with this'because'it is sector specific would
mean that we cguld not.implément the citrus agreement.

And, what I object to is implementing the citrus
agreement without protecting the legitimate rights that we
séy we are trying to protect, that we have been trying to
protect since in 1983 and the GATT panel ruied in our favor,
and making} therefore,'a sector specific deal just for

citrus and no sector specific protection for the industry
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that has been had now for four years. .

It is correct, is it ﬁot, Alien, that you have to have
the citrus requirement that you entered into with the EC
is to have Cpngress put into effect the revised duties
pursuant to citrus. Is that not_correCt?

Mr; Woods. That is correct; Senétor. I should have
made clear that my opposition to the amendment éhly related
té the part relating to pasta. And one of theithings that
we at the U.S. Trade Representative have learnéd.thrbugh
all of this negotiation is don't link two disputes.

Senator Heinz. But you didf

Mr. Woods. Yes sir.

Mr.'Lang. And I, for my part, should have made clear
to the Chairman that the Administration has requested»the
citrus agre¢ment implementation in its legislation submitted
to the Congress.

The éhairman. Well, that is a’good point.

Senator Danforth. Mr. Chairman?

The Chairman. Yes.

Senator Danforth. This is prqbably a stupid quéstidn;
he doesn't know what is going on. But; why in this handout,
Senator Heinz, it says that as part of the égreement, the
U.S. would lower duties on a number of EC products, including
anchovies, juices, and olive oil as part of the agreement
to setﬁle the pasta dispute?
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1 Senator Heinz. The Senator is correct. Maybe Mr. Woods

(:i) 2 | can explain.
3 Senator Danforth. ‘In other words, as I understand it,
4 another country is caught with its hand in the cookie jar,
S | we téke it to the GATT, we win the case; and in order to get
6 | the unfair practice removed, we make concessions on anchovies,
7 Il juices, and olive 0il?
- 8 | Mr. Woods. No, Senator, not.exaqtly. There were chef

9 elements of the.agreement_that was made that went beyond the
10 citrus agreement. In tﬁis instance,'thé European Cbmmunity,
1" in addition to the citrus actions which-fhey took, also tpok

12 actions to reduce their duties on--TI don't know whether it

1 <::) 13 | was just almonds or several fypés of other U.S. specialty
% 14 | agricultural products.

15 Senator Danforth. This is an add on.

i6 Mr. Woods. This is an add-on procedure.

17 | Senator Danforth. We don't provide compensation to

18 other countries for settlement. Is that correct?

| 19 | Mr. Woods. That is correct.

j 20 Senator Pryor. Mr. Chairman.

: 21 The Chairman. Yes. Sehator Pryor.

| 22 Senator Pryor. I don't know if i am going to support

é3 this or not. It looks like it may be supported by the
24. committee. But what I think you have brought up, Senator
( ‘> 25 AHeinz, is merely a part of a larger problem. The larger
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problem isnagriculture prodﬁcts generally. And you are
getting into the citrus and‘pasta issues, where we really
have some major problems before GATT with all agriculture
cases.

And, I have an amendement that I am considering, I
was not aware of your amendment, that would ptovide a
discretion to the USTR,_qive him an optioﬁ, of whether he

took agriculture matters to GATT or not. We find that the

language in agriculture cases is very, very murky, it is

very cbnfusing,_it 1s very nebulous, fuzzy; We find that the
éases before the GATT that aré.goiﬁg before them on
manufactured éroducts arelvéry, vefy clear

And, if I might ask Mr. Lang this question,er. Chairman.
Is not this a part of the general problem of agriculture
exports?

Senator Heihz. 'Lef me explainvone thing.

Senator Pryor. Yes.

Senator Heinz.- There is a part Qf'the GATT that deals

very specifically with processed agricultural products,

pasta being obviously a processed products. And subsidies

of such products, processed agricultural ones, is ékplicitly
forbidden under the GATT. That is why we got the GATT ruling.
I think you are quite right with respect to other areas,
there is less clarity.
The Chairman. Let me state that Senator Chafee, in
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thinking about . this, because I am troubled by the problem
affecting the citrus. I do think there is a legitimate
difference here and that you are tryihg to enforce a trade
agreement -- something that obviously has to be done. And
on that basis.

Senator Heinz; If I might just.add, Mr. Chairman, the
citrus element is_in our amendment, which they want, the
need.

'The1Chairman."I understand it. And with that in mind,
I can understand the distinction and will vote for it.
All invfavor -—

:Senath Packwood. .I wanted to ask Mr. Woods a question.

The Chairman. I thought y0u were asking for a vote.

Senator Packwood. You are more optimistic than I am
about the July 1 deadline in pasta and-the Italians from
what I have heard. But, on the éssumptidn thig bill is not
going to be law by July 1 -- and I don't see how we can get
it through the Sénate and through Conference and to the
President signed by July 1 ;— are you saying this amendment
doesn't make any difference, or are you saying that if you
don't get this agreement this is going to be a mandatory
re-imposition of the tariff on pasta?

Mr. Wooas. Well, as I read this amendment, if it were
passed and if there were no agreement on pasta; that this

would constitute essentially mandatory retaliation and
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mandatory re-imposition of the pasta tariffs. Yes sir.
Sénator Packwood. Well, then I agree with Senator-
Chafee. I don't know where he is coming out, but now we are
sector'specific and we are going to mandate a tariff if you
don't make the July 1 deadline -- I hope you do, but my hdnch
is you won't. |
Mr. Woods. vBoth we and the Européan Community ‘are
committed to that, and.as i said, our_négotiatpfs are getting
tired of'talking about pasta. And my.personal hope is that

we are wearing each other down to be able to get to a

-resolution of this issue that is fair to the U.S. pasta

-industry.

Senatbr Heinz. Mr. Chairman, if Iijust might say to my
friend, Bob Packwood, the reason we are in this very 6dd box
and the reéspn we have what appears to be a sector specific --
even though it is multi-sector, because it is citrus, then it
is almonds, oils, and it is all a variety 6f processed
agricultural commodities ;- is the reason that Allen_Wood
says it is, which is they did something that they are never
going to do again, which is they linked two disputes and
traded one off for the other.

That is what gets us into this box. And as a result,
we are trying to find an équitable way to get out of this
box. I would have some difficulty simply supportint the one
part of the bill that Allen wants here, which is sector
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specific if we can't be sure it is balanced. If they hadn't:
cross-linked these two disputes, I wouldn't be doing anything.
But, they have done it.

Mr. Woods. If I may, we did not trade off one for the
other. It has'always been our view that we must ﬁave a
solution to pasta. |

What we did was we used pasta as retaliation, as it
were, for a dispute which we finally setpled, thereby
resulting in the lifting of the pasta_tariffs which we had
applied in rétaliation to the activi£ies on citrus. It was
never our intention not to continue to pursue the problems
we had with the Eurobean Community on pasta.

We did think at the time -- it turns out somewhat
unwisely, I think -- that.we could give'thevpasta industry
some immediate relief by usingvthem as an item, using pasta
as an item for retaliation. |

The Chairman. Gentlémen, are we prepared to vote on
this?

Senator Matsunaga. I mighf comment, Mr. Chairman, that
I gather from the comments of Mr. Woods tﬁat the amendment
WOuld interfere with the ongoing negotiations, that it would
be taken as a retaliatory action on our part, and I think,
perhaps, on that basis I would be~in§lined to vote‘against
the amendmént.

Senator Heinz. Mr. Woods, do you réally think that,
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given the drafting of the amendmept, where the EC has said
that they will enter into an agreement. The amendment says
fine, you can either enﬁer into the agreement, or, in effect,
we will offset the subsidy?

Mr. Woods. I, Senator, have gotten out of the business
of trying to predict hoh other governments will react to the
things that we do, because ﬁhey frequenfly surprise us.

I do think it is possible, as I indicated to Sénator
Matsunaga before, that they.could react in a ﬁanner which
is negative. I certainly wouldn't say that they definitely
would react in that manner.

It is, I ‘should make'clear, an item which would be
considéred mandatory retaliation, and one does not know
how they might react to that at all.

The Chairman. If there are no further comments.

Senatér Chafee. I téke it, Mr. Woods, YOQ would rather
not have this amendment. Is that correct?

Mr. Woods. Well, if the amendment were split into two
parts in a sense. If we could have citruS-part without.the
pasta part, fhatvwould certainly be my preference, yes sir.

Senator Daschle. Mr. Chairman?

The Cﬁairman. Yes, Senator Daschle.

Senator Daschle. I just have one minor clarification,
and that is, iflin the event there is not a negotiated

settlement, is it Senator Heinz's intention that this
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aﬁtomatically occurs, or does it giVe the USTR or the
President discretion to utilize this as a tool for
implementation?

| Senator Heinz. Well, in a sense, there will always be
discretion until.we eﬂact_legislation. Bﬁt, were the
legislation enacted'-—

Senétor Daschle. Let's assume this were enacted.

.Senator Heinz. No, it would be mandatory.

Senator Daschle._ Mandatory.

Sehator Heinz. Right.

Senator Daschle. The President is directed to do this?

Senator Heinz. . Yes, and this.is a classic example of
an unjustifiable trade action, and the GATT has found it.
And, thereforé, if is consiétent with what we have in the
legislation which mandates retaliation. The only reason I
am bringing it up.af this time is that the disputes on
citrus have been linked with this. And we are required to
act on citrus'to implement part of the deal, but a deal wﬁich
costs»—— at least in the interim -- the pasta industry a gobd
deal.

Senator Daschle. My only comment is £hat it appears that
we have given signifiéaﬁt'latitude in so many other parts 6f
fhe bill to the President and the USTR to determine whether
implementation of a certain sectibn is necessary, and it

appears that we are precluding him from that option in this
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1 |l case.
(ij) 2 Senator Heinz. I think it all depends.on whether you
, 3 | want to implement the citrus agreement.

4 The Chairman. All right. Are we ready to vote? The

5 I clerk will call the role,. |

6 The Clerk. Mr. Matsunaga?

7 Senator Matsunaga. .Nay.

8 | The Clerk. Mr. Moynihan?

9 Senator Mofnihan. Yea.

10 The Clerk. Mr. Baucus?

1" Senator Baucus. Yea.

12 The Clerk. Mr. Bofen?.

<::) 13 (No response)

i4 The Clerk. Mr. Bradley?

is _ (No reséonse)

16 The Clerk. Mr. Mitchell?

17 " (No response)
.18 " The Clerk. Mr. Pryor?

19 Senétor Pryor. }Yea.

20 The Clerk. Mr. Riegle?

21 Senator Heinz. "Yea by proxy.

22 The Clerk. Mr. Rockefeller?

23 (No response)

24 The Clerk. Mr. Daschle?

L;;) 05 '~ Senator Daschle. Nay.
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‘The Clerk. Mr. Packwood.

Senator Packwood. Nay.

The Clerk. Mr. Dole?

(No response)

The Clerk. Mr. Roth?

Senator Packwood. Yea by proxy.

The Clerk. Mr. Danforth?

Senator Danforth. Yea.

The Clerk. Mr. Chafee?

Senator Chafee. Nay.
.The Clerk. Mr. Heinz?

Senator Heinz. Yea.

The Clerk. Mr. Wallop?

(No response)

The Clerk. Mr. Durenberger?

Senator Heinz. Yea by proxy.

The Clerk. Mr. Armstrong?

(No response)

The Clerk. Mr. Chairman.

The Chairman. Well, that comes with an explanation.
i understand the legitimacy of the request, but I am troubled
by the sector question, and.I vote nay. |

The Clerk. 8 Yeas, 5 Nays.

Senator Pryor. Mr. Chairman?

The Chairman.l Yes. Senator Pryor.
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Senator Pryor. Mr. Chairman, I have an amendment, and
I offer this on behalf of Senator Bensten and Senator Baucus.
It is my understanding, Mr. Chairman, that the sheet and the
explanation that has been passed out, a further explanation
is that under item 1 of this language adding to the definition
of "unréasonable"('thét would be in the statute and Sections
2, 3; and 4 would be merely in thé rééort.langﬁage. Thié is

the House language, Mr. Chairman.

It is also, as I understand it -- and I hope I am not
mis—spéaking myself -- I think this is supported by the
Administration.

Mr. Lang. It is recémmendedbe the Adminisfration, yes.
Senator Pryof. And Senator Bauéus, I think, has a
statement to accompany this.

Senator Baucus. This amendment, actually, I think is
necessa;y.becaﬁse what it ddes,is it finds not as
unjustifiable, but as -- |

Mr. Lang. ﬁiscriminafory.

Senatof Baucus. '——'discriminatory certain agtions,
state trade actions which éctually violated foreign trade
practice. The éroblem is that countries like Canada deny
export licenses to Américans'trying to export wheat to
Canada.

We import about $15 million, I think, $40 million worth,

it is a large amount, a very large amount of wheat from
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Cénada to the United States, but Canada will not even
consider any export licenses into Canada.

In addition,}there'are other practices that such a
discriminatory pricihg'Canada takes; Australia does too.
Our amendment does not place these practices, dées not

define these practices within the context of the amendment

of other report language. And I firmly believe it is another

action we can take to baéicaily knock down some foreign
agricultural.pracfices which'are unfair -- in this case,
state trading.

‘Mr. Chairman, I move thé'adoption if there is
no --

Senator'Moynihan. I wonder if we can't ask Ambaésador
Woods what the Administration's view would be?

Mr. Woods. If you can give me a few minutes to look
at this language. I have not-seen if before.

Senator Moynihan;. Sure. Mr. Lang, do you want to --

Mr. Lang. Mr. Chairman, perhaps I ought to explain
some of the background. This relates to inter-related ideas
having to do with state trading.

" The GATT has a provision in Arﬁicle'l7 disallowing
state trading on other than}commercial'bases. Senétor
Bensten is the sponsor of a provision included in the
Bensten-Danforth bill to make ;hat‘actionable under S. 301,

and it is made explicitly part of the definition of
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unjustifiable and, therefore, on the mandatory track.

Some Senatofs and the Administration had reservations
about that approach. The first thing the amendment does is
place state tfading on a non-commercial basis within the
definition of the phrase discriminatory, rather than on
justifiable. It, therefore, is not on the mandatory track
the committée_ditéd on yesterday.}

Similar GATT provisions are within the scope of the
definition of discriminatory under cﬁrfent law, such as
failures of couﬁtries to abide by most favored nation
treatment or to provide national treatment, which are both
within the scope of the GATT.

The second provision includes wiﬁhin the definitipn of
unréasonable a concept the Administration has recommended
to the Congress in the President's competitiveness péckage.
It would be to add to the definition of unreasonable an
idea 6f reciprocity. The'specific language is in determining
whether an act, policy, or practice is unreasonable,
reciprocal opportunities in the United States for foreign
nationals and firms shall be taken into account as
appropriate.

Finally, the amendment Senator Pryor has offered would
take certain language that Senator’Baucus and he had intended
offering with regard to pricing practices of foreign state
trading agencies, such as_dual pricing, meaning essentially
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pricing abroad at below the price for state trading

enterprise sales in its own market, and variable pricing,

meaning discrimination in the pricing of products sold to

foreigners, and make those part of the legislative history

defining the concépt of state trading.

Senator Moynihan. Mr. Lang, in all of these things

there is a question of what we would do. Don't we have a

~dual pricing policy for rice? I am not sure, but I thought

we did.

Senator Pryor. No.

Mr. Lang. I am not familiar with the program, Senator.
Mr; Woods. We subsidize both equally, Senétor.

Senator Moynihan.4 Sir?

Mr. Woods. - We subsidize bothfeqﬁally, Senator. Both

foreign sales, the marketing loan preram results in the

domestic price and the foreign price being identical.

bit.

loan

have

last

Senator Moynihan...oh,.I see. But equally below cost.

Mr. Woods. Yes sir.

(Laughter)

Senator Pryor. Then let me debate that issue a little
I would like to say that it is workiﬁg, the marketing

is. And we have'it.now for rice and for cotton. We

seen a 300 percent increase in sales of cotton in the

year'and a half, a 72 percent increase in the sale of

rice, and we will be diécussing the marketing loan with

Moffitt Reporting Associates
(301) 350-2223




10
11
12
13
14
15
16
17
18

19

20
21
22
23
24

25

101

Senator Danforth and others here, I imagine, next week as
relates maybe to this legislation. But, I would like to just -

Senator Moynihan. You won't mind ny adding fhat it seems
to be working very well, indeed, for the crowned Prince.qf
Liechtenstein.

(Laughter)

Senator Pryor. I heard my colleague --

Senaﬁor Moynihan. $1.3 million cool cash out of the --

Senator Danforth. Mr. Chairman?

Senator Moynihen. Senator Danforth.

Senator Danforth. Mr. Chairman, as I understand it, this
amendment hes th parts, énd one part has'been:added by
Senator Baucus. The question that I have is does the
Baucus portion of this get at the same practice we uee with
respect to our export enhancement program? In other words,
does this addition, if we put this in the bill, invite
other countries to act.againet our export enhancements?

Senator Baucus. I might reépond to that. It is a
difficult question to answer, because in most cases we .are

comparing apples to oranges here. This is not.apples with

- apples.

Canada, for example, sells wheat in the foreign market
at $3.00 a bushel, but sell wheat in the domestic market at
$7.00 a bushel. That is an example of dual pricing. Do we

have dual pricing? No, we don't. As Americans, have a
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wheat board to sell wheat in a foreign market say for
$2.00 to $3.00 a bushel, énd'sell it domestically at a
higher value. ‘We don't have that kind of system.

S0, in certain cases that is apples and oranges. The
éame with Australia. Ausfralia has vériaﬁle pricing practice
that‘go:around and sell different prices, not the world price,
but different prices in Qrdér to undérbid American, |
essentially American loan rates on wheat or soybeéns or
products that have avloah rate.

The loan rate bésicaliy determines the part in the
world markét,‘and these countfies come in just to sell at
f§reign lower prices.

Now, the EP has a program where we take our surpluses,

"our giantic surpluses -- there are more surpluses than other

countries because of the kind of farm program we have -- and
then thoée'surpiuses are grahfed as bénefits to those cases
where we are trying to coApete.

Now, will this amendment we are considering right now
result in a foreign country's action against our EEP? I
don't think this amendment at all beafs on EEP. - This has
nothing to do with EEP. This is only getting at and said

the finding is unreasonable to state trading practice those

practices indicated -- discriminatory pricing, as well as

" a variable pricing. And in addition to that example, a

failure of Canada to grant U.S. wheat exports to Canada a
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license whatsoever. That has nothing to do with EEP. We

-allow Canadian wheat to come to the United States, but

$40 million worth, 15 ﬁillion bushels worth, that Canada
isn't allowing. They say no.

Canada has pulled that without a license. So that has
nothing to do with EEP. So, I think the answér, basically,
is no. And that is in answer to your question.

Senator Danforth. The problem is this variable price
thing; Is the EEP'handling'variable pricing?

Mr. Woods. It has tﬁat effect..

Senator Danforth. And would this be that other
countries remembering our actions be included variable
pricing in S. 301, would that lead to our export subsidy
for export products to be viable?

Mr. Woods. Qﬁite likely.

Senator Baucus. Mr. Chéirman, if I might respond to that
point. Our EEP is not sayiﬁg,.és say Canada's wheat board
éelling board selling to lower world markets and highér
domestic, nor is the same as Caﬁada's. _Bec;use, we, first
of all, don't have a set EEP prégraﬁ for'wheat under where
we sell at say at that lower price.

Our EEP, in this country, has only been used.on a
reactionary basis, on a reactive basis. We have onlj used

it because other countries have initially sold and had been

-selling at a lower price. And we have been reacting to a
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practice that Canada and Australia have been taking. Now,
if we had a consistent price where we initially set the price,
Americans initially‘set fhe price at the low market, then I
think you would have a case here. But we don't do that.

EEP is totally a reaction to another country's action.
Second, éur EEP effect, fraﬁkly, doesn‘t even get at the
pricellevel as low as most other countries. We lose sales.
We Americans lose éales because the value, the benefit of
the surplus thét we'grant.is a benefit and in most'cases
dpes not equal, is not.as low as, as a practical matter,
the price that bther countries initially set.

So, I think, frankly, there ié a big difference here.

It is not the.same.

Senator Danforth. Well, as I understand it,_there has

- been at least an .expression of concern by our corn growers,

soybean people, and corn growing people as to the effect of
this. Senator Pryor, is this part of your amendment? Are
you offering this?.

Senator Pryor. VYes. This is offered on behalf of
Senator Baucus, Bensten, and myself. And bnce again, it is
my understanding that the Administratioh supports this and
this is the same as in the House. Is that correct?

Mr. Lang. Senator Pryor, there seems to be some
confusion about exactly what we are‘talking about here. I

wonder, Mr. Chairman, if --
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The Chairﬁan.- Let me say this, then, if that is the
case, because the report I just/had was that there is
apparently some division of opinion amonést us as to what
we have worked out.

Mr.'Lang. Yes sir.

‘'The Chairman. Why don't we delay this until tomorrow,
.if you don't mihd. Senator, I think we have gone now until
12:15.

Senator Bradley. Mf. Chairman?

The Chairman. Yes.

}'Sénator Bradiey. Maybe we could dispose.of dne las#
amendment if thefe isn't any ébjection. Oh, I'm sorry.

The Chairman. I would really like to close it far now
‘and come in tohorrow morning.

Senatér Bradley. Eine;

Senator,Chafee. If Senator Bradley has the ameﬁdmeﬂt,
could he giye it to us so we could take a look at it
overnight?

| Senator Bradléy. 'Sure.

The Chairman. That's fine.: Let me state that we will
go back in again at 9:30 tomorrow morning. Aﬁd I must state
that at the-pace we a?e going, next week you can look at, we
will try to get the clearancé to work throughout the day to
move on ahd we might have some night meetihgs too.

" Thank you. |
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(Whereupon, at 12:10 p.m., the meeting was recessed,

to reconvene at 9:30 a.m. in Friday, May 1, 1987.)
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AMENDMENT ON_EXPORT.TARGETING

Purpose: The purpose of this amendment is to create greater certainty for
a victim of foreign export targeting that non-trade action will be taken
to help the industry restore its competitive position if the offending
trading partner refuses to negotiate an agreement to deal with the problem
and the President decides not to retaliate.

Amendment: If the President is unsuccessful in negotiating an agreement
to eliminate and fully offset the effects of an export targeting program
and he decides not to take retaliatory action, he must convene a private
sector panel (modeled after the Young Commission) to advise him within six
months on non-trade measures to restore the competitiveness of the U.S.
industry that is the victim of the foreign export targeting. Giving due
consideration to the panel's recommendation, the President must implement
non-trade measures which he believes will restore the competitiveness of
the domestic industry. Such non-trade measures would include
administrative actions that can be taken under existing Presidential
authority or measures that require special implementing legislation. If
special authority is required, the President must seek enactment of the
necessary legislation to give him the additional authority. The
recommendations of the private sector panel and the action taken by the
President must be reported to the Congress within 30 days of the private
panel's recommendations.



420

TARGETING AMENDMENT OFFERED BY SEN. DAVE DURENBERGER

Delete Section 305(c) of S. 490 as it relates to defining

Export Targeting as an unreasonable practice.

10




REVISED SUMMARY OF BAUCUS AGRICULTURAL PRODUCT 301 AMENDMENT
OVERVIEW

THIS IS AN AMENDMENT TO INCREASE COORDINATION BETWEEN USTR anp USDA
REGARDING TWO GOVERNMENT INITIATIVES, SECTION 301 AND THE EXPORT ENHANCEMENT
Procram ("EEP"). THE GOAL 1S TO USE EXISTING PROGRAMS TO HELP-U.S. AGRICUL-
TURAL EXPORTERS COMPETE IN WORLD MARKETS.

THE EEP 1s AN EXISTING PROGRAM WITHIN USDA UNDER wHicH THE U.S.
USES GOVERNMENT OWNED SURPLUSES OF AGRICULTURAL COMMODITIES TO HELP U.S.
FARMERS OFFSET FOREIGN EXPORT SUBSIDIES. WHENEVER THE ADMINISTRATION DETER-
MINES THAT A FOREIGN GOVERNMENT IS SUBSIDIZING ITS EXPORTS, IT IS PERMITTED
TO OFFER THESE EXCESS COMMODITIES TO THE U.S. EXPORTERS TO MAKE THEM COM-
PETITIVE. ONLY SURPLUS COMMODITIES ARE USED. IF THEY ARE NOT USED, THEY
PROBABLY WOULD ROT IN STORAGE- .

THE EEP MAY BE USED AT ANY TIME, AT THE DISCRETION OF THE
ADMINISTRATION. THIS AMENDMENT WOULD PROVIDE THAT USTR MUST CONSULT WITH
USDA AFTER THE FILING OF AN AGRICULTURAL SECTION 301 CASE TO DETERMINE
WHETHER 1T 1S WARRANTED TO USE THE EEP IN THAT circumsTance. IF THE USTR
AND USDA DETERMINE THAT IT SHOULD BE USED, THEY SHALL SUBMIT THEIR REPORT TO
THE PRESIDENT. THE PRESIDENT WOULD BE REQUIRED EITHER APPLY THE EEP oR -
REPORT ‘TO CONGRESS THE REASONS FOR NOT DOING SO. THE PRESIDENT WOULD RETAIN
FULL DISCRETION NOT TO APPLY THE EEP, SO LONG AS HE REPORTED TO CONGRESS. :

SUMMARY

THIS AMENDMENT COORDINATES THE SectioN 301 process wiITH THE EEP. THE
AMENDMENT REQUIRES THE USTR TO consuLT wiTH USDA AND OTHER RELEVANT
GOVERNMENT AGENCIES ON THE APPROPRIATENESS OF EMPLOYING THE EEP TO COUNTER
THE UNFAIR TRADE PRACTICES ALLEGED IN SECTION 301 -PETITIONS INVOLVING
AGRICULTURAL PRODUCTS. IF, AFTER CONSULTATION WITH OTHER GOVERNMENT
AGENCIES, THE USTR DECIDES THAT USE OF THE EEP IS JUSTIFIED, HE MUST SO
REPORT TO THE PRESIDENT AND CoNGRESS. IF USTR DECIDES THAT USE oF THE FEP
IS NOT JUSTIFIED, HE MUST REPORT TO CONGRESS THE REASONS FOR THIS DECISION.

~. THIs AMENDMENT WOULD PROVIDE A FRAMEWORK TO COORDINATE THE SecTion 301
PROCESS WITH THE EEP. [T wouLD I1SOLATE FOR THE PRESIDENT SOME OF THE U.S.
EXPORTERS ‘MOST URGENTLY REQUIRE THE ASSISTANCE OF THE EEP. THE AMENDMENT
WOULD ALSO ENSURE THAT THE U.S. DOES NOT NEEDLESSLY LOSE AGRICULTURAL EX-~
PORTS WHILE THE SecTION 301 CASE 1S BEING CONSIDERED-

No NEw COSTS WILL BE INCURRED BY THE GOVERNMENT IF THIS AMENDMENT

BECOMES LAW. [HE AMENDMENT WOULD ONLY HELP THE DIRECT THE COMMODITIES
ALREADY ALLOCATED TO THE EXPORT ENHANCEMENT PROGRAM WHERE THEY ARE MOST

NEEDED.

UNDER THIS AMENDMENT, THE USE OF THE EEP wouLD BE DISCONTINUED IF THE
COMPETING EXPORTING NATION DISCONTINUES THE PRACTICE THAT TRIGGERED THE USE
OF THE EEP. THIS GIVES OUR COMPETITORS AN INCENTIVE TO DISCONTINUE, RATHER
THAN ESCALATE, THEIR AGRICULTURAL EXPORT SUBSIDIES.



THE RIEGLE-HEINZ WORKER RIGHTS AMENDMENT

1) Amends Section 105 of the bill to include the following as
principal negotiating objectives in the new GATT round:

a) the promotion and respect for worker rights;

~ -

'b) a review of the relationship of worker rights to

GATT articles, objectives and related instruments with
a view to ensuring that the benefits of the trading
system are available to all workers;

c) adoption as a principal of the GATT, that the denial
of worker rights hould not be a means for a country or
its industries to gain competitive advantage in
international trade.

2) Amends Section 301 (e) of the Trade Act of 1974 to include
the following new language:

"The term includes, but is not limited to, any act,.
policy or practice that --

Subject to subparagraph (B), with respect to workers --

I. denies the right of association,

II. denies the right to organize and bargain
collectively,

III. permits any form of forced or compulsory labor,

IV. fails to provide a minimum age for the employment
of chldren, and

V. taking into account a country's level of economic
development, fails to provide standards for minimum
wages, hours of work, and occupational safety and
health

3) Amends the appropriate section to provide a special rule for
determinations involving worker rights which states:

The Trade Representative may determine an act, policy
or practice described in Section 301 (e)(3)(A)(i) not
to be unreasonable if the Trade Representataive finds
that the foreign country concerned has taken, or is
taking, steps that demonstrate a significant and
measurable overall advancement to afford throughout the
country (including any designated zone within the
coutnry) the rights and other standards described in
subclause (I) through (V) of such section.

4/30



WORKER RIGHTS 'BLUE RIBBON' COMMISSION

Add a new section 307 to S. 490 (p.190, line 20), as follows:

SEC. 307. COMMISSION ON WORKER RIGHTS

By 90 days after enactment of this’ prov1310n the Secretary
of Labor shall establish a commission to examine the effect on
the U.S. economy, including trade and investment, of the failure
of foreign governments to grant their workers 1nternatlona11y
recognized worker rights and to make recommendatlons on how best
to deal with such effects as are found. ‘The commission shall
include representatives of the United States Government, U.S.
workers and industry, who shall be appointed without regard to
political party affiliation. The work of the commission shall
receive appropriate_administrative support from the U.S.
Department of Labor. The commission shall report its findings
and recommendations within one year of enactment of this
provision.



HEINZ /MOYNIHAN/ROTH/RIEGLE AMENDMENT ON CITRUS/PASTA

Background

In addition to improving access to the:European
Community for U.S. citrus products exports, the EC-U.S.
agreement on citrus (announced on August 11, 1986) provided
that the EC would lower import duties on almonds and other
nuts while the U.S. would lower duties on a number of EC
products—inc¢iuding: anchovies, cheeses and olive. oil. ‘ Also,
the EC agreed to a deadline to resolve the dispute
concerning EC subsidies for pasta, which a GATT panel had
found to violate the GATT Subsidies Code. Under the citrus
agreement, the EC must negotiate a resolution to the pasta
case by the latter of (l)July 1, 1987 or (2) U.S.
congressional approval of the duty reductions on the EC
products mentioned in the agreement, such as anchovies,
cheeses and olive oil. The U.S. regards the July 1, 1987
date as the deadline for completion of negotiations.

Amendment

The amendment (text of S. 543) would implement the
U.S. obligation under the citrus agreement to cut the duties
on the EC products. In addition, to ensure that the pasta
negotiations are completed by July 1, 1987, it provides that
unless the case is resolved by July 1, 1987, imported pasta
would be subjected to new tariffs. The amount of the tariff
would be equal to the value of the EC subsidy, as calculated
by the U.S. Department of Agriculture. The tariff would
change monthly as the EC subsidy:changed. A floating tariff
is designed to prevent the EC from raising its subsidy to
negate the effect of a fixed tariff. " The tariff would
remain in effect only until a negotiated settlement is
reached.

Under the amendment the negotiated settlement would
have to result in the elimination of the EC subsidy (as---
envisioned by the GATT panel) or an offset to the EC
subsidy, (which would also be consistent with the GATT panel
decision).

In effect it would only take effect if the EC did not
agree to a negotiated settlement by July 1, 1987. The
amendment is designed to encourage prompt resolution of the
negotiations if they extend beyond July 1 by eliminating the
incentive of the EC to continue its GATT-illegal subsidies.




