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EXECUTIVE COMMITTEE MEETING
TUESDAY, MAY‘S, 1987
Committee oniFinance
Washington, D.C.

The meeting was convenéd, puréuant torecéss, at 9:40 a.m,
in room SD-215, Dirksen Senate Office Building, éhe Honorable
Lloyd'Bentsen (chairman) p¥esiding.

Present: Senators Bentsen, Matsunaga, Bauéus, Bradléy,
Pryor, Riegle,-Roékefeller, Daéthe, Packwood, Roth,
Danforth, Chafee, Heinz, Wallop, Durenberger, and Armstrong.

Also present: Bill Wilkins} Staff Director; Jeff Lang,

Chief, International Trade Counsel; Josh Bolten, Trade

Counsel,Minority; Karen Phillips and Brad Figel, Trade Staff,

Minority.
Also present: Alan Holmefi1Chiéf Coﬁnsel, U.S.T.R.; and

Alan Woods, Deputy U.S.T.R.
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The Chairman. The hearing will come tp order. Please be
seated énd cease conversation,.

When we concluded onAFriday, we were discussing a concern
of Senator Chafee's and an attempt by staff to try to work out
some of his comcernsvto see if they could not be addressed}
and I would Llike a staff report on tmat at this time. 'Mr.
l.Lang?

Mr. Lang. Mr. Chairman, the problem here is that if you
requiré a plan from thé petitioning imdustry at the beginning
of an escape cléuse case; you may have some firms in:tme
industry that refuse to barticipate or to partftipate fmlly
in the pLan;‘and therefore, we think that what we might wanf
to do is require that a plan be submifted and reqmire‘the
Internationat Tradelcmmmission to seek‘commitmemts from
individual firms and unions in the petitioning industry.

In that way, it éeems to us, you will be able to overcome
the problem if you require the Trade Commission to take the
plans or the commitments into account because, if all the

firms in the industry don't participate in the plan, they

would still be free to make commitments on-an individual basis.

If you adopted the proposal, we would suggest»that you
permit the Commissibn to make the commifment confiﬁemtial
because otherwise the firms would.be faced with the possibiLfty
of hav{ng to reveal publicly their indiv{duaL'objectives and
plans. So, the propmsal wou(d be to require plans--in effeéf,
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to require plans or commitments--and then to require the ITC
to take those into account.in méking its remedy determinations.

The Chaifman. I think that meets some of the realities
of the situation. As a matter of fact, I understand that.
there may be some companies within an industry where you can
require them all you want to, and they won't do it; and‘that
is takén into éonsideratipn in deciding whether relief is
granfed or no;.

Mr. Lang. Yes.

The Chairman. .Isn't that correct?

Mr. Lang. Yeéf

The Chairman. I think, from my viewpoint, that addresses
the problems, but I would Like to hear what Senator Chafee
has to say.

Senator Chafeé. Mr. Lang, would it be your intention,
or is this just a sﬁggestioﬁ, that this be included in the
statute?

Mr. Lang. Yes, I think you would have to include it in
the statute because -- |

Senator Chafee. Rather than report language?

Mr. Lang. Right, because you would be requiring the
Commis;ion to take these‘matters into account; but I gﬁess you
could do it in the report language.

ASenator Chafee. No, no, I am for putting it in the

statute. And I think that is a big step forward, as I
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understand it. I don't know enough about the mechanics of

how this thing would work. I would be interested in what

Mr. Holmer or Ambassador Woods had to say because--take the
confidentiality of the reports; is that possible? Nothing
remains confidential in the Govgrnment, and I am not being'ftip;
but it is just a fact.

‘Mr. Lang. 1 mighf séy that perhaés it wiLl --

Senator Chafee.  So, yo@ h;ve got good guys and bad guys
in‘here( and it seeﬁs to me that fhe peoplé who don't
participate reap thg benefits, whereas those who do participate
submit a plan, and presumably somé cénfidential information is
required, they are the people who are Liable to be hurt. But
the renegadeé who doA't submit aﬁyfhing yill benefit just as
everybody else does. Am I correct there, Mr. Woods, or Mr;
Holmer?

Mr. HoLme;. It certainly would seem to be a possibility
that could result from fhe 201 case.

Mr. Lang. There are Senators_who are concerned that if
you require plans, you are going to havé e;actty that effect. i
That is the reason we started out with a proposal that
encouraged the filing of plans bﬁt didn't require it. But
this may be a way to sotve.your broblem. |

Senator Chafee. I like this, and again, it is not a

mandatory check Llist that they do down in determining whether i

relief will be granted. I think they take it into account, to |
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see how well they have done.

Mr. Lang. Right.

Senator Chafee.. That is fine, Mr. Chairman, as far as
I am concerned.

The Chairman. ALl right. If there is no objection, then
we will advise staff to develop language to implement it in
the statute. If theré is. no objeﬁtion, then it shall be dpne.

I would Like to call on Senator Rockefeller for a cohment

he might have at this time.

Senator Rockefeller. Mr. Chairman, my comments could come

at'any point. I_a@'just cbncerned, I‘guess--but it certainly
isn't in the form of anigmendment--that when this process is
over, ue are.going to find that we have loaded é Lot of
responsibility on USTR. We have giveh thgm sémé additional
funding~-the submission last month--additionalrpositions, but
I think they are all dedicated in fact to the Uruguay Round.
And I am just woﬁdering if 15 301 cases come befdre the
USTR after this bill passes, is that about all they can do
in tﬁe course of gﬁe yéar? It may be all we want them to do,
but in any event, I am élt for them being lean and mean; 1 am
not for them being exhausted by the time they get tb the
finish line. I am just wbndering if it would‘be proper to
ask Ambassador Woods to give us his suggestions--his counsel--
as to what would be required based upon what we have done so

far and what it appears that we will be doing in terms of
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funding, so the USTR can adequately fuLfiLL his mandate?
The Chairman. Mr. Woods, are you prepared to comment
on that?

Mr. WOOdS; I can in a general way, Senator. It is a

good question and one which we will undoubtedly have to address),

depending on the outcome of the legislation as we prepare our
1989 bu;gét submission; and depending on that outcome, I would
anticipate that, if wé felt additional fundin§ Was neceésary,
we Wwould probably réquesf_supplemehtat funding tﬁroggh thé
regular budget processes from OMB at that time.

But I thihk that you have sért of two ways of looking at
ite One is ft has the potential certainty of increasing our
resources required to deal with ﬁhe 301 cases, as an example,
on the one hand; and it is aLsorgoihg to add some requiremeﬁfs
to fund travel for GATT negotiations, qn.the other hand. We
feel like we funded that adequately in the budget that we
have done thus far, but we'alsq'find uﬁder the 301 provisions
that this pommittee has considered that we are probably going
to find ourselves in GATT dispute settlement cases more
frequently. And I am not sure whether we have adequately

funded for that at this point or not. That is something we

would have to consider.

On the other hand, the mandatory retaliation sections mighﬂ

mean that we are going to have fewer--and this is what we have
tried to point out to the committee in the past--people that

Moffitt Reporting Associates
(301) 350-2223




10

1

12

13

14

15

16

17

18

19

20
21
22
23
24

25

7

are prepared to negotiate with it if'mandatory retaliation 1is
inevitable at the end of the activity.

And with‘regard to the lesser discretion with regard to
the President on the 201 cases,‘that franktly will éut down
on some of our énalytical Qork that we would have to do in
prebaration for a 20f case that 1is gofng to the President and
the ITC.

So, there are pluses and minuses, and I don't think we
have had a chance yet to make a determination in any fifm
sense on whether any additipnal budget resqurces would be
necessary. We are particularly sensitive, of course, to the
need for the Federal Government to reduce expenditures generally
in order to get-down our deficits; aqd we know we are a very,
very tiny piece of that.

éut we feel we have a particulaf Leadershfp role to play
in.that fégard; aﬁd so we try to be very responsive.

Senator Réckefeller; It would still be heltpful, Mr.
Chairman, if the AmbasSador-at the proper time would be willing
to help on this.

Mr. Woods. It would be so as soon as we are able to
provide any réasonable anaLysis,‘and weAwouLd do so.

The Chairman. ‘Senator Baucus, did you have an amendment
to present this morning?

Senator Baucus. In the Wway you asked the question, I

guess the answer to that is yes. I do at this time.
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(Laughter)

The Chairman. I am just trying‘to move this process aiong.

Senator Baucus. Mr. Cha{rman, as we all know, sometimes
our vaernment proposes a sanction againsf a country that
practice unfair trade thréugh quotas. We all know that
sometimes=-in fact, Q5ualty--quotas distort. the market and
have a Lot of adverse ch;equentes to them.

i persbnnaLLy do not like quotas. I think that generally
they are not a good idea. In those in;tances, thoUgh; where
the U.S. has imposed quotas—--whéther fhey are direct quotas
as- in the cése of shoes or orderly marketing arranéements--the

exporting country against whom the quotas are imposed gets a

benefit--it is an economic benefft that is called a rent,
in economic terms--and the benefif is basically thé amount
by which thé quota decrease; the sﬁpply of goods compared
with the demand.
So, the tighter the quota it is fair to say the supply
is going to detrease.disproportionate to the demand. The
result of that is to increase the price.
That increased price--the benefit of the increased price
goes to the exporter; it goes to the exporting countries.
Thex get the value of that rent, of fhat premium.
So, it is my view that, first, quotas are generally not
a good idea; but second, in those instances where we do impose
quotas, for wha;ever reasdn, that the United States should get
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the bénefit of that premium--that rent--and not the foreign
producer and not the foreign country.

I, therefore, am suggesting that on a trail basis--on a
pilot program baéis—-we see if we can figure out a way to
give the United Sfates that premium rather than the foreign
eXpdrter'or_the foreign country getting that premium.

More precisely, I suggest that those next three instances
uhére the Frésident imposes a quota--it would be prospective
only--thoée next three instances; the President on a pilot
project basis would set up an option probedure $o fﬁat the
quota's rfghts are optioned off to U.S. impqrters,

Now, there are several circumstances under which the
President would be a(towed’not to impése that option quota,
and fhat is where imposition of the option would invite
substantial.retation; that is énAescape clause; that is an
“oﬁt" fbr'the President in my amendment. A second, where
the administrative costs of the imposition of the option exceed
the hevenue gain; that, too, would be an out for the Preéident.'

And finally, another out--another escape clause--woutd
be fhat if the President determined that signing the option
would give a disproportionate or undue market power to one
over another.

To_éummarize, quotas are a bad idea; and therefore, if we
are going tqlhave a quota--aﬁd we will have a quota 1in the
futuré some time--the U.S. should get the benefits and not the
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foreign exporter and not the producer. And we should try to
experimeng tb find a way to ine.thafvbenefit to the U.S.

i think it is alvery reasonable améndmenf. I hawe spent
a Lot of time working on this and haQe spoken to a Llot of
people ab0u§ it; and various people have come up‘with some
suggestions és'to how to make this thing work better. And I
think we should give it altry; It {s an approach that haé.a
lot of strong backinélamong a lot of observers in internafional
trade. I §uggest'ue»gfve gt.a try.

The.thaﬁrmén. I fhink it is an interesting proposal. I
think Fred Bergsten is andther one. |

Senator Baucus. 'fhat is right.

The thairman. Hevhas been advocating this; I don't Llike
quotas eithef} and thi§ may provide us an alternative to them.
I think‘thé Presidghf éomewhat hés.th{s authority now, but this
could probabLi'bfing it a higher profile. As I understand it,
it iS'discretionéry.

Senator Baucus; It is discretionary in the sénse that
the amendment provides that the next three instances where
the Uﬁited Stafés imposes a quota, the President is to set
up an optional system} but as I said, there are exceptions
under which he wouid nof ﬁave to {mpose the option.

The CBéifman.«IMr. Lang, would you comment on that?

Mr. Lang. Mr.'Chaifman, it is correct that fhe 1979

Trade Act included authority for the Administration to auction .
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quotas. We héve discussed the proposaglin the staff group
sevecaL‘timgs. I am.not aware of staff who expressed
opposition Sn behalf of their Seqators-to the probosat, S0
iongvas the exceptions tﬁat Senator Baucus has deSCfibed are
in the prdposél.

"The Chairman. Are there fuffher questions? Senator
Packwood? |

‘Senator Packwood. Ygs. I.can't remember if we touched
on this much in hearings. Who iS«opbosed? Who is in‘faVOr?
What is the lay of the land on this?

Mr.’Lang. The‘support fof auctfqn quotas, Senator

Packwood, comes from those who feel that the benefit of higher

prices goes to foreigners under quotas. If you put a quota on,

you have fewer items coming fntO'the market; tﬁé price of each
item is therefore higher, and that additional money goes to
foreign purchasers.

The arguments'against aﬁction quotas are essentially
afguments of administerability.

Senator Chafee; Arguments of what?

Mr. Lang. Administerability.

Senator Packwood. You_mean thefé are no industries that .
are opposed to it?

Mr. Lang. Oh, yes. Some.domesti; fetaiting'industries
~--the footwear retailers and some others--ére ppposed to quota
auctions on the ground that it would concentrate the sale of
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12 .
merchandise in a few large importers because they would be
able to bid up the price of the quotas.

And that, I take it, is why Senator Baucus has included
in his proposal a provisjon that the President not use the
process if the auction cannot be édminisfered in the manner
which will preyenf any person from obtaining uﬁdue.market
power or abusing existing market poﬁef in U.S;‘markets.through
the use of tﬁe quota auction. I am inferring that that is
the purpose of that eXceptioh.

The Chairman. Are you finished, Senator Packuood?

Senator Packwood. I am curious as to whét the
Administration tﬁinks.

The Chairman. Mr. Woods?

Mr. Woods. First of.alL, lét me say‘that in many respects
=--as you well point ouf, £he 1979 Act does give the
Administration the flexibility to auction quotas; the reason
such aﬁctions have not taken.place 35 that it has been viewed
to be administratively--to use the words of my friends in
the Treasury Department--a nightmare.

Beyond the admiﬁistrative problems associated with quota
auction, however--and there are many--what we basiqaily are
saying to our tradiﬁg partners when we go to thjs'is that,
first of alL, Wwe are going to_limiﬁ your access to the U.S.
market.‘ Second, we are going to make you pay for the privilege

of having limited access to the U.S. market; and for you, a
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foreigner( it is .going to be a bit of a crap shoot. The fact
is that we wigl auction quotas, but our GATT obligations under
this kind of scheme--under an escape clause scheme--is that
our trading partners should receive a share of‘the U.S. market
somehow related to a pripr representative period.

Under.a qudfa auctidning schemé, tﬁgre is no way to assure
that; and‘that goes to the relationship--the administrative
nightmare aspect of it.

The‘quota éuctjoning is quite attrattjve in terms of the
u.s. débturing the economic rentg‘whfch go on our side of
the ledger, as it were, rather fhan on the side of the Ledgér
relafed to exporters. But on fhe other hand, there are a lot
of practical prbblems,hith it in adminfsterabilityl.on the
one hahd, and on GATT-abiLﬁty on the'othér in the matters which
I have just desﬁribed.

The Chairman. Senator Bradley, on have been seeking
recognitioh?

Senafor Bradley. Yes, Mr. Chairman. I think.Senator
Baucug' idea is intriguing. It is a.séurce of revénUe for the
Government, in a time of tough budget periods.

We now do quotés administratively which basically means
deciding somewhat arbitrarily, based upon po[itital
considerafions, what countrieé should gét what part of a
particular mafket. And aé I take Senator Baucus' amendment,
he is saying let's just auction that, righp to import into
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lour country, which puts a premium on efficiency, which

generates revenue for the Federal Government, and which
guarantees éoﬁsumers the Lowest possible price.

It i;, I think, a prdpgsat that we should accepf. There
are some concerns fhét_I_have, though, and I think maybe we

could take care of them in report language. The concern of

||the retailer, for example; maybe we want to say in report

Language that quota auctions are not inténdéd to force an
inequitable arrangement among U.S. retailers or importers.
That is not our intention.

Qur intention'is not to have a few suppliers who have

access to .the lowest possible-price country to Llock up the

whole market, but to have competition among retailers. Just

in report language, say that; and then maybe also in report

‘Language, we could make sure that we define after to mean .not

fust individual or Limitedvgroup, but also foreign suppLier
countries as well as U.S. importers or retailers.

And here, I am éontefned aboﬁt the situation where Hong
Kong gets into a situation_where they are'essentiétty cutting
?ornerg and flippiﬁg back rebatés to importers in order to

deal with them or a group of Acion countries get together and

achieve the same objective. I think that we could handle that

if we simply said in report language the provision exempting
from quota auction requirement any auction which would Likety
give'to any actor undue market power.
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We could clarify "actor" to mean a Llimited group of
countries in addition to a particular reféiler or impbrter.

I think those-two th%ngs could be taken‘care of in reporf
language, and I think it is worth a try.

I must say that the GATT concern is an interesting
qoncern that you would raise because this idéa was first
propqsed to me wheh we Wwere doing the GATT repoft, by Jan
Toomler, who is probably the guru of all gurus=-or the -- when
it comes to what is GATT-able and open tradfng syétems;

He said this is a facilitating device for an open trading
system.

-Senator Chafee. Mr. Chairman?

The Chairman. Senator Chafee?

Senatpr-Chafee} Thank you, Mr. Chairman. As I understand

what Senator'BaUcus fs doing, he is mandating in the next

llthree quotaslthat should occur and there are some loopholes;

is that cbrréct?

Senator Baucus. And there are big ones.

Senator Chafee. The only thing tﬁat_ue have had
experience with, I think, in this committee on quotas is
the autpmobi(e quotas that we imposed on Japan) that is, where
the full committee has giVen it much thought.

Now, let's say Japan has been exporting two million
automobiles into the U.S.; and so, we say you can only send 1in

1,800,000. Now, under the current procedure, somehow Japan
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-~and none of us qujte know how that works-=says to Toyota;
you can sendAso.many and, Honda, you can send so many, and
so forth. Undef this procedure, as I understand it, we would
auction those'quotas. |

Senator Baucus. Would the Senator yietd?

Senator Chafee. Yes.

Senator Baucus. I don't . want the Semator to go down the
wrong track here. VRAs are not éoveréd.

Senator Chafeg. I don't know the difference between a
VRA and a quota. | |

Seqator'Baucus. A VRA 1is an'agfeéd-tb restraint, or
basically, it is where Jaéan;vin_this case, on its own
voluntarily restrains as to the amount agreed to, to timit
the importation of automobiles.

Senator Chafee. ALl right.

Senato; Baucus.. This covers only quotas where the
President under 201 would impose a qdota and --

Senator Chafee. ALl right, let's take shoes. That is

something that has perhaps been the primary thrust here toward

201. ALl fight.‘ So, a quota is imposed on footwear—--sneakers.

Now, then, the U.S. auctions the quota off. Do we auction

it with a certain percentage_for each county.and the companies
uithiﬁ that country can bid? Or do we auction it just blank
and not prorate it per country, but jus; the highest bidder
come and get it?
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Senator Baucus. If I might address that, that is under
the amendment.up to the Treasury, that isleither on a global
arﬁahgemeht ff the Treasury so deems or in a country-by-country
basis if the Treasury so deems.

Senator Chafee. ALL right. Let's say that they do it

_ proportionally per country. In other words, if a country,

say Hong Kong, had 20 pefcent of the market, éhen fhex get

20 percent of the reduced.quota, then you auction if presumably
amongst the compénies there. .Now, if you don't do it tﬁat way,
ff you do it.by come-one, come-all bid, without a certain
proportion per country, it seems to me the effects on the.
countries could be devastating--a loser-

If you don't bid and get in there--Hong Kong or whoever
you might be--and get your share, it is good night, ladies, I
think. Now, let's say you do do it that way--by country
proportionatty; Then, the companies bid. What happens to our
suppliers over here? I have a tie-in with Rebok, and 1 am
buying my shoes; ‘and bang, they don't bid high enough. So, I
am out in the cold; is that right?

Senator Baucus. Under this propoéal, a secondary market
deve lopment rights would be transferrable among importers or
among shoe companies. That is one possibility.

Basically, these kinds'of uncertainties already exist
whenevef our quota is imposed, becaﬁse there i1s an artificial

limitation on the supply; and whéther'the right to ransom the
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premiums goes to the exporter or whether they go to the United '
States is some irrelevant here because there is always going i
to be qncerta%nty and confusion,bwhenever a quotaiis imposed. §
The thought here is that, by giving a lot of flexibility
to the Treasury, that a lot of-these pofenﬁiat probLems can

be worked out; but let's try it. Don't forget these loophbles;

they are big. And if the Treasury determines that the

not optioned. But I just think that wé_shou[d get the benefit |

qf the premium and not the other guy, if a quota is imposed; .

so Lefws éxperiment with it and see ﬁf it ybfks.: _ _ }
'The proﬁlems you raised earlier abply'regardless of whetheé

the quota is agctioned br'not auctioﬁgd because, when you iﬁposé

a quota--say it is gLobabLLy-fit is firsf—ébme, fi?ét-served,

in that ;aSe, too. ALl I am séyfng is that, when there is a

quota--and I dqn't like quotas, buf when there is é quota--let's

lfind a way so that the United States gets the benefit of the

premium rather than the other country.

vThe fact is that I think if we put this amendment in here,
it is going to make it less Likely‘to some agree that a quota
is going to be imposed fn the first plahe.

The Chairman. Senator Daschle?

Senator Chafee. Could I just ask:one QUick question, Mr.
Chairman.

The Chairman. Yes. Yes, of COurge.
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Senator Chafee. How many total witnesses did we have on
trade before this committee?

Mr. Léng; I am not rea[ly sure, Senétor Chafee.

Senator Chafee. I mean, was it 100 or was it 10?

Mr. Lang. It was more than 10 and Lless than 100.

(Laughter)

Senator»Chafeé; Bracket that a Little more closely.

Mr. Lang. I would guess it was 35 to 40, something Llike
that.

Senator Chafee. I will buy y&u'a diﬁner if it wasn't 40
witnesses. |

Mr. Léng. Where?

Senator Chafee. Here.

(Laughter)

Mr..Lang. Oh.

Senator Chafee. No, better than this restaurant.

Mr. Chaifman, I am just a tittle skiddish about plunging

into this. Here, we had days of witnesses on every conceivable

subject; and now, out of the blue, comes a suggestion. It may

be a caulking suggestion; I don't know.

Senator Bagcus. We had hearings on this, too.

The Chairman. Let's let Senator Daschle make some
comments here. He has been very patient.

Senator Daschle. I am geneéally ;uppértive.of the idea,
only because of Senator Chafee's questions. I don't think we
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know, and I think that utilizing the amendment as Max has

things and'niLL givelus a nuch better appreciation of how
effective a tool it is down the road.

‘But I do have a question with regard to.the Australian
experience. Max, I am sure you are familiar with the history
there.'AFive.percent of the bidders control 90 percent of
the'quetés. So, there has been a tremendous concentration of
bids and a very few number of bidders.

If that is the case, it does suggest that Senator Chafee's
concerns are accurate. How.does your.amendment differvfrom
the Austraﬁian experience? |

Senator Baucus. First, the amendment is constructed to

give the Treasury the right and power to set up a system to

prevent tnat undue concentration. ‘ |

Seneter Daschte. Could you eLaborete on how he would
prevent it?

'Senafor Baucus. He could Llimit the percentage perhaps or f
the vaLue of the quota per bidder. That is one Qay.

Senator Daschle. So, let's say there is a billion dollar
quota system, and you would divide ﬁt out into five $200

million parts? And then each quota would be bid independently?

So, we would have in a sense five spheres of competition?
Senator Baucus. The Treasury would have to look at the
product to see reasonably how many bidders there would be, and
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then look at the size reasonably, what the various Sizes of
the American bidders are, and then set up a system that
basicaLLy represents reality, that is what the situation ié
in the United States.

In fact, Senator Bradley, too, has some amendments in
report language that clarifies this to ﬁrevent undue
contentratidn.of market pbwer. 1 can't speak for_Australia;
maybe Australia Llikes their present.system, I onLy know_that,
under this'amendMent, it is’desigﬁed to give.the Treasﬁry
the pqwer to set up a system to pfevent that from happehing.

Second, Australia only has sixipeople in its industry;

cost in Australia. I believe that explains why thehe are only

six because there is such a concentrafion'of‘economic power.
I don't know, but again, that is fﬁr them to determine. g
I can't speak for‘AustrQLia. i
Senator Daschle. I stt think we Hé?e to look at énalogogé
situations and try to find out what works and what doesn't. If 
that ends up to be fhe fact here in this country, I doubt vefy
much that quota auctions have a long future. i
But if we can preclude that in these three individual
cases, and try to preclude it either in report language or in
legislative history, then I think your amendmenf'has a Lot
of merit.

The Chainman. Are there further comments? Yes, Senator

Moffitt Reporting Associates
(301) 350-2223



)

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

22 .

Danforth?

Senator Danforth. I just hgve one question, Mr. Chairman.

The Chairman. Yes.

Senator Danforth. 201 has been on the books since 1974?

Mr. Lang. Oh, no. The orfgina[ version of the escape
clause was put into effect in 1951 and then_was subsequently
amended several times.

Senator Danforth. .For how long have quota auctions been
an option?

Mr. Lang. -Since 1979, Senator.

Senator Danforth. -1979? There Has been an option of
using quota auctions?

Mr. Lang; Yes, sir.

“Senator Danforth. - And since 1979, hog often has relief
been granted under Section 2017 *

Mr. Lang. Oh, six or seven times. Never a quota. I
don't think any quofa‘reiief has been prov{ded.

Senator Danforth. The first-questiqn is: How many times
has relief been granted under Section 201? The second question
is:. How many times has that relief been in the form of quotas?
And the third question is: How many times have quota auctions
been effected?

Mr. Lang. I thiﬁk the answers are six or seven, zero,
and zefo.

Mr. Holmer. No, specialty steel.
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example of that, when a quota was viewed to be the best remedy
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Mr. Lang. For specialty steel. I beg your pardon. Yes, ;

Senator Danforth. And an auction was not used?

Mr. Lang. What then occurred is that we‘used the quota
--the threat of a qunta--to negotiate a marketing agreement.

Senaior_Danforth. Let he ask the Administration: Are
there éome cases when quqtas-- Can you think of a hypothetical
case in which a qnota nighf be the best remedy, but an auction

would be undesirable?

Mr. Woods. I think specialty steel is probably is an ;

--I wasn't here at that point initime, so I can't go into all
the reasons why that might-hane‘been the case--but then the
quota itself was usedAto negotiate markéting arrangements to
make‘it‘conéiétent with thevothér activities‘being underfaken
by the Administrétion's steel program.

Senatbr Danforth. Why wouldn't the threat of an auction
of quotas héve been even more notent?

Mr. WOods;_ You know; it is a question so theoretical that
I just don't have an answer to it.

Senator Danfor;n. As a matfer of strefegy, the threat of
at least an auction'would be at least as powerful as just the
impositions of quotas? Right? |

Mr.'WOodsf Thnt is(right( except tha; I think in time
our trading.bartners would want a higher gquota. Because they
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are losing ecoﬁomic rents under a quota auctioning system,
then they are going to want<gfeater access in a quota
circumstance.

Senator Danforth. Can you conceive of some quota cases
in which an agétion would be more desirable that invothér
cases? Or do you think that auctioning 1is generatlly
undesirable?

Mr. WOéds. No, aftually we are not saying that auctions
are undesirable per'se.‘_What we have said is that fhey are
administrétively very, very difficult.

Senator Danforth. Let me rephrase the question. Do
you desire flexibility to determine.thaf there are some.cases
when they are appkopéiate aﬁd sohé cases when they are not
appropriate? Or instead, do you take the position that quota
auctions are. not desirable?

Mr. W§ods. We feel Llike we have the fiexibility now to
make that determination, based on the 1979 Act.

Senator Danforth.‘ Do you think that this is something that
depends on case-by-ﬁase decision-making, ad hoc decisions,
tailormade to the specific case and that there are some cases
when quota auctions woﬁtd be desirable and other cases when
they would be less desirable?

Or'do you think that there'is a general principle involved
that quota auctions are undesirable?

Mr. Woods. We don't think there is a general principle

‘Moffitt Reporting Associates
(301) 350-2223




10

11

12

13

14

15

16

17

18

19

20

21

22

- 23

24

25

25

iinvotvéd. The difficulty we have had with quota auctions

involve some of the basic difficulties that Senator Chafee

has raised in that they are difficult.

Senator Danforth. ALl right. You are still not answering

me. Are quota auctions universally unattractive to fhe
Administration?
Mr. Woods. No.

Senator Danforth. Do you then believe that quota

auctions could be ‘desirable under certain circumstances and

undesirable under other circumstancesé

Mr.}WOods. That is quite possible.

Senator Danforth. Would you Like the flexibility to
utilize quota auctions on an ad hoc basis?

Mr. Woods. We believe we have that flexibility now.

Senator Danfbrth. Would you Llike the'f(exibility to
use quota aqctions'on an ad hoc basis?

Mr. Woods. Yes, that would be fine.

Senator Danforth. Can you anticipate that quota auctions
would ever be used by STR?

Mf. WQoas. One could anticipate that that might be the
case. I can't give you an example of a spgcific circumstance,
however.

Senator Baucus. Ambassador Woods, would you Like
flexibility under 301 and Section 201 on an ad hoc basis?

Mr. Woods. Are we trading, Senator?
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(Laughter)

Senator Chafee. Mr. Chairman, pouLd I ask a question?

The Chairman. Are we prégared to vote on this. We have
several issues to take up this morning. !

Senator Chafee. Two questions._ One: When we are talkiné
about revenue that would bé raised ﬁere, what are the
possibilitieé? I mean, is this significant? Or can you not
even guess?

Mr; Bolten. Senator Chafee, I>shogld point out that one
of the arguménts that is raised by fhé opponents of this kind
of proposal is that,‘if you do the‘duotas_dn a cquntry-by-

country basis, you may end up with no fevenue at all because

the exporting country can then simply impose an auction on

the~License‘to‘import it--which we w¢uLd be auctioning here--
would be essentially worthLess;
So, invorder to ensdre that you would be capturing the
quota rents, you would have to make baéicatly a worldwide quofa@
Senator Chafee. The other que;t{on ié: How does the
consumer fare under this? You"auCtion the sneakers quota,
and the highest price sneaker person.uins, and then‘increases. g
the price of sneakers hére very substantially. 1Is that a E
possibitity?‘ You don't have to answef; of course, it is
a possibiljty. I know the-answer.

Senator Baucus. Would the Senator }ield? No. It is the
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same 1in both instances. If we imposé a quota, there is going
t0'be a higher price to the American éonsumer. It is very
simple. If'that quota is auctioned off, thét same price will
bé retained by thé American consumer. There {s no difference
whether the quota is auctioned Of'not auctioned.

The only difference is who éets the benefit.

Senator Chafee. No. The highest price hanufacturer of
sngakers bids higher, and then he has a lLock on the mérket,
whatever the quota he bids on.

Senator Baucus. Tdday, the benefit Qoes to the exporter.

‘I am suggesting the benefit go to the Treasury.

The Chairman. Sénatér Durenberéer has been waiting for
some time to give his amendment, and I hope we can dispose of
this one. If there is not further discussion?

Senator Bradley. Mr. Chairman, this is withlthe report
language that I discussed on undue market --

THeICha{rhan.v Is fhere objection fo the rebort language?

(No response)

Senator Heinz. Mr. Chairman, f have one. question.

The Chairman. All right. Senator Héinz?

Senator Heinz. Can American parties bid on these quotas?

Senator Baucus; Yesfl Absolutely.

‘The Chairman. Senator Packwood?

Sénator Packwood. Max, 1 dqn't understand one thing, and
it is the boint that'Senator Chafee.faised at the end. Let's
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say we aré importing one million pairs of sneakers, and we
say.we are going to put a quota on at 800,000; that is altl
we'are going to Le; fn. And so, that is going to make the
price go up.

Senator Baucus. That is correct.

Senafb? Packwood. Now, the 800,000, in addition, ybu are
goiqg_to sell to somebody the right to bring in the 800,000.
Don't they add that to the cost of what they are going to
br%ng‘in?

Senator Baucus. No, they don't.

Senator Bradléy. I don't know if you want to dispose
of this? |

The Chairman. I would Liké to if I can. I think the
questisn has Eeén answefed.

Senator Bradley. ALl right.

The Chairman; 'ObviOUSL}, there fs a division here. So,
let's go ahead and call the roLL..

The Clerk. Mr. Matsunaga?

The Chaifman. Aye by proxy.

The 6Lerk. Mr. Moynihan?

(No response)

The CLefk. Mr. Baucus?

Senator Baucus. Aye.

fhe Clerk. Mr. Boren?

(No respohse)
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The Clerk. Mr. Bradley?
Senator Bradley. Aye.:

The Clerk. Mr. Mitchell?
Senator Mitchell. Aye.

The Clerk. Mr. Pryor?
Senator Pryor. Aye.
TheAClerk. Mr. RiegLe?
Senator Riegle. Avye.

The Clerk. Mr. Rockefeller?
- Senator Rockefeller. Aye;
The.Clerk. Mr. baschle?
Senator Daschle. Aye.

The Clerk. Mr..Packwopd?
Senator'Packwood; No.

The Clerk. Mr. Dole?
Senator Packwood. No.

fhe Clerk. Mr. Roth? | o o
Senator Packwood. No.

The Clerk. Mr. Danforth?

Senator Danforth. No.

The Clerk. Mr. Chafee?

Senator Chafee. No.
The Clerk. Mr. Heinz? o ' B
Senator Heinz. No.

The Clerk. Mr. Wallop?
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Senator Danforth. No.

The Clerk. Mr. Dureqberger?

Senator burenbefger. No.

The Clerk. Mr. Armstrong?

(No response)

The Clerk. Mr. Chairman?

The Chairman. Aye.

The Chairman. Let me w{tﬁdraw on Mr. Matéunaga's vote
because I am not sure the proxy is that definitive. So; Mr;_
Matsunaga will be recorded as not.vofing.

The Clerk. Seven years, eight néyg.

The Chairman. The vote is open, as you understand, until
5:30 on that. ALl right.

Senator Durehberger. Mr. Chairhan?

The Chairman. Senator Durenberger?

Senator Durenberger. Thank you, Mr. Chairman. I regret
that I wasn't here yesterday when Bob Packwood'did his
amendment on retaliation because I have an amendment.which is
a 5coped-d6wn version of what Senétor Packwood proposed by
way of Limitations on the President's ability to grant import
relief. You will recall his argpments for the amendment was
that the national economic interes{s ought to play a role in
determining whether the Presidént could or could not deny
import relief were largely arguments that related to‘the-
consumérs in this country and the'ebonohy in this coﬁntry.
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There is another aspect of the problem that bothers those
of us particularly from States in which agriculture is a
dominant part of our economy, and that is the role that
agriculture has played over the Last number of years fn this
countrY'in~fryihg to strike a balance in our trading relations
across thelﬁorld.

'So, Mr. Chairman, I am pboposing an amendment which would
simply read_fhat'in aLL cases brought under Section 201, the
Presfdent shall have‘the.option of denying import relief if
he detefmines that impért relief will be a substantial cause
of serious injury to aqothef domeétit industry.

‘The préblem,<$s we all know, is the issue of retaliation.

Under Section 201, relief granted is not free relief; somebody'

pays in one way or another. ‘We have paid in the past in higher

prices for automobiles and other imported goods. We have also

paid'a sﬁbsfantiat price in téhms'of the retaliation against
American exports;

One of the more recent situations we have had invoLved
Canada; and the shakes and shingles case was immediateiy
followed by retaliation against U.S. compufers, books, and
auto parts. .That timbgr case was immedfately followed by the
corn case; and so, this is part of the recent history of
retaliation.

Mr. Chairmaﬁ, the.issue here really is the degree to
which we aré going to be required to trade off strong
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perhaps weaker, though perhaps more traditional, industries;
the degree to which we have to trade off the interests of
industries that are highly competitiye on the world market
against industries that, through some f;ultvof their own, are
not as Eompetitive. |

So, my proposa[, I think, is relatively straight-forward.
If it can bé demonstrated that imbOrt relief will raise the
cost of certain items, for ex;ﬁple in the retailing industry,
then the Pfesident can still grénf import relief if he
determines that %ndu;try'is, for exémple, earning terribly
ﬁigh>p}ofits aﬁd that action will nbt seriously injuré
retailers.

By contrast, if theAimport'relief wfll provoke retaliation
as égainst agriculture products, then the President éap considen
that the economicélty depressed state of Aperican agricq(ture
--if that is the case at a giVen time--will be serious(y
jeopardized, then he coptd deny import relief because.such
relief would further damage that depressed industry.

It is a matter, Mr. Chairman, of pfobabLy not an easy
test to make, but I think it is prqbabiy an essential one;
and I'woutd recomménd that we adopt this amendment.

The Chairman. Senator, I understand the concern as to

the possible retaliation affecting other industries; but,
frankly, if you put that in as a further exception, it seems |
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you invite the very thing you . are trying to avoid. I think if
that,is'written out there, you are going to have every one of
theése countries threatening some retaliation, understanding
that that is thére in the law.

I think you invite it. I think you really put a
tremendous loophole there, and that gives me a great deal of
cbncern, I think the President already has a number of options
to try to avoid ihjury to qthef industries, whether we are
talking about an orderly marketing agreement or his being
able to give compensation. These things are alL_availébLe
there; and although I shéré‘the concern,ahd I am quite prepared
to put that concernzin the report itself for the President to
give major consideration, I would strongly urge that we do not
put it in the stafute as an exception because I th%nk it
brings about the very thing you are frying to avoid.

Senator Heinz. Mr,_Chairmén?

The Chairman._ Yes, Senator Heinz?

Senator Heinz. I would strongly agree w{th you. I think
you are absolutely right. At first, it Wwill clearly ask other
countries to start thinking up refaLiatory plans; and second,
it gives therefore a very broad easiﬁg-;almost carte blanche--
to the Executive to do whatever they want. I should hope the
amendment is defeated.

Senator Packwood. Mr. Chairman?

The Chairman. Senator Packwood?

Moffitt Reporting Associates
(301) 350-2223




10
1
12
13
.
15
16
17
18
19
20
o2
22
23
24

25

34

Senator Packwood. I support the amendment. I frankly
would have éréferred the one I offéered the other day, letting
the President consider fhe_generat natipnat'economic good.
That was deféated; This is a slight step back from that.

I wputd argué that it.is less Llikely to provoke
retaLiatibn, The way we havé the bill drawn now, where the
President has almost no discretion, cannbt'weigh the public
édod; and once- the ;TC has made a re;ommendation'that an
indusfry is injured, and' tﬁe President has to impose sohg
relief;'thét i§ more'tikely to get retaliation than at Lleast
giving him some addftibnal'alternatives wherg he can weigh
an injured industfy against another industry. And if by
chance he decides thé other industry will be.more injured and
takes no action, tﬁefe won't be any retaliation.

'We.are inviting retaliation, the way Ehe bitl is draﬁn;
but where 1 feei most disappointed of all is thét we are not
atlowiﬁg the Presiden£ to con;ider the general economic good
of the country. And I think that is gqiné to be a detriment
to all of us.

Senator Danforth. }Mr.vChairman?

The Chairman. Senator Danforth?

Senator Danforth. HMr. Chairman, I don't agree with

Senator Packwood, and I certainly don't agree with his view

that this is a step back from what he offered last week. This ;
. _ i

is a huge step forhard.“This provides that, if a very small
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industry is injured through the use of 201 to protect a very
large indQstry, then.the Presidént would say, well, I ah not
going to use 201. Fér example, if ZOj had been used for the
shoe industry or if the President was considering a 201 sﬁoe
case, he coqld under the Durenberger amendment say this will
cause very serious injury to the-Ferragamo Shoe Stdres.

And I think that this is going to provide a total frge
hand to future Presidents to ;ay that they are just not Qding
to use 201 because they are always going to find somebody.whé
is going ‘to be hurt. I.mean, there is no total gain
utilization of 201; this even takes 5ny kind of flexibility
that Senator Packwood would have had out.

I think also, Mr. Chairman, that the questfon before us
is one of attempting.to restore credib{Lfty to the 201 process;
Right now, there isn't very much-credibility in 201.  The §hoe
case proved fhat. 'In the shde casé, here was an industry'fhat
fought fhe battle; foQght it twice; fought it successfully;
and came up empty-handed. And the clear meSsage'from the
shoe case to any other ihjufed industry was: Why pursue 201
remedies? Instead of hiring lawyers and going to the iTC,
lett's instead hire Lobbyists and go to Congréss, and put as
much political heat as pdssible on Congress.

That ié what the textile people have done. So, I think
that ft is very important for us té restore some degree of
regularity to trade remedies so that.it is not just a matter
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of the people with the most muscle hugtLing around the Llobbies i
of Congress putting pressure on us. I think it is very
important to defeat this amendment. _ ,

The Chéirman. Senator Daschle?

Senator Daschle. Mr. Chairman, I am sensitive to éenator
Durehberger's concefn'here; but it was my understandfng, my
impression, that the way the biLl is written the President does
have quité a,bi£ of discretion in regard to the considefation
of serious injury to énother industry. Could you, Jeff,
elaborate a Llittle more precisel} what options-~-under the
bitl as)it exists today--a President has in this regard?

Mr. Lang. Under the provision approved on Friday,

Senator D;séhle, the President could refuse to provide import

relief to a domestic industry that had shown it was seriously

injured by imports and gotten a remedy from the ITC if he

found that_anothef doméstic industry in .the United States would
bé injured if thatidomestic industry consumed the product made
by the industry that the ITC recommended pﬁotection for.

So, the provision in the amendment approved on Friday is
now, in my opinion, fhe provision being suggested by Senator
Durenberger. | . o .

Senator Daschle. 1Is thét the onLy provision that couid
be cited in this Qitl that the President could utftize in
situations concefning injury?'

4Mh. Lang; As the chairman mentioned, the President also
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has some flexibility about thé form of relief he can give.
He has to provﬁde relief that is substahtiaLLy equivalent to
the relief Eecommended by the ITC, but he need not provide it
in the same form. He can negotiate an orderly marketing
agreement, as Ambassador Woods menfioﬁed the President did a
few years ago in the.specialty steel:casé; or he can
negotiate compensation with a-forejgh government by providing
them greater accéss to our market and'bther sectors.

So, he has some options avéilabte-to_him other than simply
refusing to g%vé any réljef at ali.

The Chairman. Sénator Bradley?

Senator~3r§dLey. Mr. thaifman, as 1 understand'it now,
if we under:201 impo§e a quota or an option, we simultaneously,
or nearly simultaneously, alsq offer condessions to the country
upoh whom we  imposed the tariff and quota.

Mr.'Lang.'.UsualLy,.Senator Brédley; the Administration
tries to provide the relief in a way that exacts no cost in
the United States. Mén? codhtries are in a position to provide
some limitation on theér exports without insisting on any
cohpensation at all. In the event a country is not in a
position to do that, then under current lLaw the Administration
tries to find the (ouést'cost way out of the problen.

Senator Bradléy. But the initiation really comes from

the Administration. Right?

Mr. Lang. Sure.
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Senatof Bradley. It comes from the United Statés?

Mr. Lang. There is a process under the GATT for
negotiation of these matters.

Senator Brédley( So, you determine ihdependently whether
there should be a tariff of a qhqta, and then you try to
figure out Hoy YOu get out of it, how‘do you pacify the
country. Right?

Mr. Lang. Basically, yes.

Senator Bradley. Under the suggéétion that you woutld
impose a tarﬁff and a qQota, but before you would do that,
you would have to think'ab§UtAhow fhey might retaliate, That
has a tendency to freeze the decfsioﬁ about whether you but
the tariff or quota in under 201. Right? Because you have to
figyre out where you are going to end up before you determine
whether there is merit fﬁr a tariff ahd a quota?

Senator P;ckubod. I don't think the President has.fhat
discretiod under 201 as we have writtén it, does he? |

Mr. Lang. Undgr the --

Senator Bradlex. "Under the amendment that is propésed?

Senator Packuood. ALl right.

Senator Bradley. Under the amendment that 1is proposed,
what happens is that you have.to think through how they are
going t6 refaliate before.you actually do.this; whereas, under
the bill,'yoh say let's decfde whéthér we want a tariff or
quota and then}figuré a way out of this. It {s.really a timing
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question. Do you believe there should be relief and thén
figure a way out; or do you believe that you have to figure a
way out firsf bef;Ee'you even give any relief? And my sense
is that, if you freeze it and‘try to answer all the questions
about retaliation, you end up iﬁviting more- -demands from ofher
couﬁtries, and you don't provide as much relief.

Senator Packwood. CbuLd I ask Mr. Lang a question?.'

Senator Bradléy. So, I would oppose the amendﬁént,

Mr. Lang. Yes, sir? |

Senator Packwood. As we have drafted it, cases filed

llbefore the ITC by .some petitioning industry that alleges

injury from imports, the ITC can only make a findihg as to
whether or.not there has been import damage. Correct?

Mr. Lang. Serious injury, substantially cauged by an
impoét. » | N |

Senator Paékwéod. ALl right. And they can't take into
consideration the national goodvor national securitx or
anything else; They just have to make a factual finding as
to whether the imports have caused sgrioué injury. So, they
make a finding--you can choose textiles, automobiles.

Mr.>Lang. Yes, sir.

Senator‘Packwood. It then goes to the President, and we

‘have already said that the only Commissioners who can even

recommend relief are those who found the injury. It then goes
to the President, and the President must impose either the
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sanctions recommended by the ITC or équivalent sanctions.

And the only exception he has to that is national security

--with which we atl aéree--and wouid-—or would, I should say--
the action about to be taken'SeriousLy injure another domestic
industry that consumes the product-~consumes it. It is almost
like a downstream issue.

Bear in mind there ié no aLLegatioﬁ éf unfairness. SQ,'
if there has been no unfairiy traded.pbodqgt, énd if the ITC
recommends a quota, and the President has no option but
national security which he can't.use or a consuming industr}

which he can't use, it goes into effect;'and you are going to

get retaliation, and it is going to be retaliation--I will bet-

you—-—against agricutfdre becaﬁse that is the easiest place to
retaLiate-and it satisfies most of yoUr constituents in thé
foreign country.

But I don't see how under the present bill, once we have

started down this road and once the ITC finds injury, you can

expect--for a fairLy traded product--anything but retaliation.

The Chairman. Gentlemen, we have pLowed much of this
ground before, and we_have had a reaéonablé amount of debate.
Are ue‘prepafed to move on ité

(No response)

The Chairman. The vote is on Senator Durenbergef's
amendment. Will you céLL.the roll, please?

The Clerk. Mr. Matsunaga?
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The Chairman. No by proxy.
The Clerk. Mr. Moynihan.
The Chairman. No by‘proxy.
The Clefk. -Mr. Baucus?
éenatorleaucus. No.

The Clerk. Mr. Boren?

(No response)

The Clerk. Mr. Bradley?
Séhator Bradley; .No.

The Clerk. Mr. Mitchell?
The Chairman. No by proxy.
The Clerk. Mr. Pryor?
Senator Pryor. No.

The Clerk. Mr. Renge?
Senator Riegle. No.

The Clerk. Mr. Rockefeller?

- Senator Rockefeller. No.

The Clerk. Mr. Daschle?
Senator Daschle. No.

The Clerk. Mr. Packwood?
Senator Packuqbd. Aye.
The Clerk. Mr. Dole?
Sgnatbr Packwood. Aye.
The Clerk. Mr. Roth?
Senator Packwoqd. Aye.
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The Clerk. Mr. Danforth?

Senator Danforth. No.

The Clerk. Mr. Chafee?
Senator'Chafee. Aye.

The Clerk. ~Mr. Heinz?
Senator Héinz. No.

The Clerk. Mr. Wallop?
Seﬁ;tor Packwood. Aye.

The Clerk.. Mr. Durenberger?

Senator Durenberger. Aye.

The Clerk. Mr. Armstrong?

Senator Armstrong. Ave.

The Clerk. ﬁr;:Chairman?

The Chairman. No.

The Clerk. Seven yeas, twelve nays.

The Chairman. Now, genfLémen; I would Like to propose at
this time an amendment to the negotiating authority. Are we
prepared to do that at this time?

Mr. Lang. I am aware of ho further amendments with regard
to Section 201.

Senator,BradLéy. Mr. Chairman, if I could, I would Llike

to offer Qhat is perhaps just a point of clarification.

The Chairman. ALl right. I will withhold the amendment
at this point then. Go ahead.
Senator Bhadley. If the ITC recommends trade adjustment
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assistance, is that mandatory then?

Mr. Lang. Yes. That is in tﬁe proposal.

Senator Bradley,' So; it wogld be mandaféry?

Mr. Lang. It is_not. I am,sorry} I téke that back. It
is not mandatory. |

Senator Bradle?. Mr. Chairman, 1 uoﬁld suggest that, if
the ITC recommends trade édjustment assiétance, that we make
it mandatory. |

The Chairman. ﬁr. Lang, uouLd'you comment on that?

Mr. Lang. The propogat in this aréa--and Senator'BradLey
has talked about this, and I think also Senator Roth has
mentioned thi§ occasjonally--is that you gLiminate the

certification process in trade adjustment assistance where

you have made a determination that the industry is serioqsLy

llinjured by increasing imports, the théory'being that if the

industry is §eriously injured, then you don't need to go
through the process of determining whether fmpbrtsvcontributéd
importantly to the worker's separation, wh{ch is the standard
under trade'adjustment assistance because it would béA
selffevident;-l éuess is the argument—-thét because the
industry is being seriously injured, Qorkers being separated
from the industry are being separated because of jmparts.

So) the basic question posed 5y Sénatqr Bradley's
suggestion isAthat you would cut down certificafion times in
trade adjustment assistance cases. The solutiob ﬁb.this
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problem in 1974 was to authorize the President to speed up the
certification'proceSS in cases where there had been an
affirmative Sectipﬁ 201 détermination, but that hasn't worked
very well. In fact, the certification process in trade
adjustment assi;tance'has at different times--for a year or
two af a time‘here and there;—béen é very substantial prdbLem.

It is less pf a probiem now because you delay eLigib{Lity
for trade adjustmeht_assistance until after the exhaustion of
unemployment insurance. So, thére is a 26 week delay, and
norhally the department is pretty much able to keep up to
speed with those industries. |

So, I hope that I have correctly représented what you
are suggesting, Sénator Bradley.

Senator Chafee. What is fhe other side pf the‘argumént?

Mr. Lang. The other side of thé arggment, Senator Chafee)
has béeh that the department shguld make a separate
determination of whether imports contributed importantly to
the workers' separation because the plants might be separating
the workers for atl kinds of reason. Eveﬁ though they are
seriously injured, their solu£ion to that problem might not be
separation of tﬁe workers; it might be transferring them to

another facility buf_not actually firing them or changing them !

into other parts of their operation that are not covered by
the serious injury determination, or something Like that. ' i

The problem, of course, is that the time it takes to figure
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that out is the concern expressed by Senafors who support this
kihd‘of améndment because, if you delay tfade adjustment
assistance,_workers end up not getting a steady cash benefit
of.qualifyjng for the training. They get a:Lump sum payment
at some time in the future, and that doesn't promote ﬁhe

adjustment objectives of TAA. Anyway, that is the argument

against it, as far as I am aware.

The Chairman. Are there further comments on that? Mr.

Holmer or Mr. Woods, do you have any commenfs?

Mr. WOOAS. Our only concern about mandatory TAA would be
a budgefary oné. I think we have addressed that.
The Cﬁairmanf Yes. Are there further comments on this
issue?
(Nonfesponse)
The_Chafrman. Are you proposing that?
“Senator Bradley. i propose that we make it mandatory.

The Chairman. ALl right. ALl in.favor of the motion as

stated make it known by saying "Aye."

(Chorus of a&es)'

Thé Chéirman.' Opposed?

(No response)

The'Chairmgn. Motion carried. Now, if I may nqw pfesent
my amehdment, Senator?

Senator Durenberger. Yes. Mr. Chairman?

The Chairman. Are you deéling again with 201?
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Sénato} Durenberger. *es, it was suggested repoft
language on 261.

The Chairman. ALl réght, Senator, fine.

Senator Durenberger. Thank you, Mr. Chairman.

I will bé very brief. The Presideﬁt, when he grénts
import relief as we all know, also reqdires--br the law
requires—--of the industry involved that they make éome
positive adjustment 6r a commitment to make a pbsitiQé
adjustment to thé imports. And that is a variety of
affirmative siepS'thét industries have to take to make
themselves more competitive.

The ITC reports to the President every three Years on the
progress that an industry makes towards being more
competitive; énd I assume that among'the,things they téke'
into conéideratibn are modernization of plant and mahufacturing
techniques andvso forth. My suggestion is that we cénsider
incorporating into bur report language that the President would
also take into consideration an induétry's progress in
narrowing the relative pay scales betueen management and labor,
the degree to which the industry has paid out in the form of
salaries and bonuses to prﬁtected executives Llike the.
President of Chrysler to whom we are paying an extra $1,200 to
$1,300 a yéar for his automobftes; the President of Ford-nwho
is the number eight paid executive in-America-}fdr whom we are
aléo paying $1,200 to $1,300 pe; car extra, the degree to
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which the equities as between industries in these countries
énd the compensation of those who manage and produce products
might be a factbr,

In agriculture, for examﬁte, if you go through the meat
packing industry in this country, you will find not only
executive compenSation'is held down, but qprker compensation
has been marching down pretty steadily from $14.00 and $13.00
an hour down to some places where-it.is $5.50 an hour for
somebody who is cutting hogs-—-a rather dangerous occupation.

Buf 1 don't see the same sort of thing taking place in
some currehtly proteﬁted‘fndustries in this country, and 1
wonder if just an additional factor--nobody is demanding the}
get rid of their golden parachutes--but somehow or:other,
when I have to go out and pay that much more for automobiles,
I am offended by the kind of cémbenSation that I am paying
to the peopLe who run those companfes.

I know there afe very éoqd; Legitimate reasons why in
a tough competitive market they oughf to be well compensated;
but I don't know that they theﬁ need to be protected from
competition as well.

The Chairman. I think, Senator, you state the concern
of many_of us: in instances where Qe have seen management
divorce their own fate from that éf their workers, and that
is a concern.

SenatorTBradLey. Mr. Chairman, I would support Senator
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Durenberger's request fpr report-(anguage.
Senator Chafee. I am for that, too.
The Chairman. ALl right. If there is no objection, then
that tenor of the reporf will bg soﬁething that we will try
to sfructure-in.

Now) if 1 méy at this pdint, I would like to propose an

-amendment to -the negotiating authority. In the provisions

of the Bentsen-Danforth Bilt on neQOtiafing'authority, we
based it on some work last summer in trying to resolve what
has been a major hroblem fdf u; in fhe formulation of American
tréde policy. And as we warked on it and put oprselves in

the position of a negotiatdr,.l began to have some concern
phat we would reaLLy-strap him'rather tithLy and he would
have a difficulf.tiﬁq carrying out Soﬁé of the things that

we wanted {n fhé way of trading with foreign governments.

And we began to look for a better way to be assured that
there would be some fLexibilityvand yet that the Administration
was really going to bé éonsuiting with the Congress.

We héve seen;-since tﬁe beginning of the 1980s--world
trade in effect go flat, and if it weren't for the great
deficit in trade in this_country, world trade uouLd actually
be down by about five perCeﬁt. So, our concern is'trying to
do some things that wiLL-open up wortltd trade and éxpand world
trade. - We are dealing in a shrinking pie, and we want to see
what we can do to reversevthat. |
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‘The biggest gains in trade have been in the past through
negotiations; -and the bigger the negofiations, the better.

The upcomihg negoti#tions afe potentially the biggest of
all, and therefore, pbtentially the biggest gains this country
has ever seén in trade. We desperately need those kinds of
gains. There are some big prbb[emé, and we‘need.a tough
negotiating position to attack those pfoblems over the nékt
few years. We in the Congreés'haVe a special position in
those negotiationg. We are different from the other
democracies in that our Cohstitution.sets forth.dur
responsibility in tradef

And évery negotiator you see at ééneva remembers the
situation of Lyndon Johnson~in the late 1960s, working out
an antidumping agreement and then going back to the Congress
and- having the'Cohgress turn it down. What we want to do is
strengthen the power of tﬁe negbtiatof by having it understood
thaf there is ;0nsultation taking place with the Congress and
that we are working togethe;.

So, I believe that we must find a way to brovide an
expedited Legisiative procedure to the Executive Branch. The
faét track doesn't solveifhe'problem that Qe have today.

I think we have seen a breakdown in the Executive
legislative consultation, and I don't mean that as any
disrespect to Ambassador Yeutter and his associates when I

say too often that consultation has been avone—way street.
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1 ||Congress needs to beAa partner 1in it.

2  . This d§ just as much a crippling of our negotiators as

3 la failuré to enact the fast track. These'negotiators knoy when
4 | the Amerfcan Government doesn't have its act together.

5 At Punte del Este our negotiators discussed all sorts of

6 issués: standstill, rollback, putting Japan on the agenda of

7 [[the new round. They were‘making decisions that could affect

‘8 [[the course of our country.

9 Thé Europeans, the.Japanese, the Asians?-they_understand
RO. that Congress has not approved that agenda._ Some people assume
11,'that if a bill is on a fast track, then there is no way

12 Congfess can reject it, and-that is just}not the case. And if

- k3 - 3 . - - i
(::) 13 |we continue to have that failure in communications, they can

14 1 find out how false that assumption is.

15 We have only rarely in this Congress used the fast track, i

16 |and in each instance, it has been exceptional. It would be
.17 ||better to repeal the fast track or not to enact it at all '
18 [than to get to the end of the line and then defeat a.fast

19 tfack bill because Congress was used and its concerns were

20 [[not taken into account. And that is what I think we are all
2t {trying to avoid if we can.

22 I think all of us on this committee are deepLy concerned
23 [with that basic pfobtem. I think many--perhaps a majority--are .

24 ||satisfied with what we have in the bill now; but I have been
( >4 25 ||working and Senator Roth has been working,'and we hgve worked
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tpgether-uifh the staffs of'mahy of thé members in trying to
ge£.a more complete concensus. In fact, we are trying to find
a way where you doq‘t Strap thevnegotiator‘too tight. He‘has
got to have some negotiating room,‘ And yet we have to havé
something that will encouragé the Administration to consult
with this bgdy.

Now, ue keep thebstatemeht bf trade policy rquirement.
We have slihmed down fhét proposal, and we have given almost
untimited d{scretion to tﬁe Admiﬁistrafioh fo put into it what
they want; and we ﬁave removed the requifement that thg
statement be approved by -the Congress befofe you can get the
fast track authorization.

I know some members had some reservétion; about that, but
I still hope that the Administration onld_give us a full
policy stateﬁent‘so that thfs coﬁmittee and tﬁe Congress afe
brought on board in trade right from the start.

And once the Adﬁinistratioh files a statement with the
Congress, then they have access to the fast track. Then, we
havé done two things. First, we have‘pnovided for a reverse
fast track, where this Congréss can as an exercise of its
own rules revoke the fast track by pasging a joint resolution
in each House if the Administration has failed or refused to
consult adequately. And fhen secdnd, we provide a mid-term
review of the negotiations in 1991, at which point either House
can prevent the extension of fhé.fast traék‘for the fuLL term
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of the negotiating authority, which is through January 3, 1994,

So, what .would happen is this. If at any time while the
fa;t track is in effect this tbmmittee or the House Wayé and
Means Committee'felt the Administration was not adequately
consulting with tﬁe CongEess, we could repoft out a resolution
rerking the fast track.

The form of the resolution would be set out in the law,
and 6nty that'form §f resolution would be effective. Either
committee could'reporf such a resolution at any time.

Now, once the resolptfon was reportedvand on its way,
the fast track in the House or the Seﬁate, as the case might
be, it could bé améhded or delayed. There would be an up or
down vote. The resolutions wou}d-be'effectiVe without
Presidential signature.

Now, the two Houses--the House and the Senate--would have
to pasé these resotﬁtions within 60 days of each other; and
one of the reasoné is that, in doing it in thjs way, one of
the bodies cannot force it on the other body.

I think all we would have to do, frankly, I don't think‘
you would ever havé to use it. _I think all you would have to
do is start hearings here to conéider it, and I think the
Administration would be right there consuttiné you. I think
it has that kind of influence, but it also gives that kind of
ftexibility'to the Administration as they are trying to
negotiate.
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anything by 1991, ué,just might revoke the fast track. Now,

supported, is a mid-term review, and it is one committee
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Now, the second part of that proposal works Like this.
In January'of.1991, the new Administration would give us a
report on their progress, and then the fast track would

automatically‘be extehded from January 3, 1992 to January 3,

1994. That is more or less a progress report; and that would

the ektens%on by July 1, 1991.

fhe basis of that {s what k{nd of progress is'being made.
And I will tell you what else it is. It}is a check on the
foreign negotiators, as much as it is on the Executive Branch.

We are saying that, if the negotiation isn't accomplishing

that is one house action.

In the House bﬁll, which some-members have said they

disapproval, either Ways and Means or Finance can disapprove
under thefr proposal. However, I fhink wé would have a hard
time selling that aufhority in the Senate.

What.we Have here is something that allows u; to tighten
the reins on the Administration at any time they are not
consulting, and at the mid-point in the negotiation, it is‘

a Little easier to tightén ihe reins if thé negotiation is

not making progress. - N

Senator Roth has spent a great deal of time working on :

this and helping hone this and work out some of the differences.!
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Would you Llike to comment at this time, Senator?

Senator Roth. Thank_you, Mr. Chaifman. I am pleased, as
yau welliknow, to cospohsor the phairman's amendmen¥ to S.

490, and I must say that I agfée very strongty thét’there
needs to be a strqnger role f6r Congress.

I would also say that I think it is critically important
that the message gﬁes ouf‘Loud and clear to the other |
negotiating partners that we expect real progress, or the
negotiations are in troub(e. And I think that is what this
amendment does;vit givés a loud, cLear.meséage‘both to the
Executive Branch that we expéct to play a stronger role fn
the Congress, but it aLso.gives the same message to our trading
partners that we expect progress ts be madéﬂon fheir part
as well.

I have been proposihg an amendﬁent to address the concerns
of the chairman énd other members of thevéommﬁttee on the

consultation issue; but I wanted those that would also move

forward to negotiation. For that reason, I propose that we

provide sevefat years of new fast track négotiéting.authority
for both tariff and nontéfiff issues Qith the paésage of this
bitl. Priér to the expiration bf.fhﬁs authority, 1 nggested
that very rigorous requiremenfs'be placed on the U.S. Trade
Representative. At that time, on nontariff»issues, the USTR
would be required to certify that.téhgible.progress has been
achieved on the negotiation objectives for'éhe Uruguay Round
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identified in S. 490. 1In other_words, tangbee progress must
have been made on such matters as negotiétiéns. I think that
Lloyd and I have been to a number of meetings with foreign
rep;esentatives,'but I think a loud, éLéar message had to be
received that we expect some real progress in such areas as;
agriculture. We want to see progress on the dispute
settlement, interim agreements on safeguards, and so on.

Now, on tariffs, the USTR would have to demonstrate
progress towards parify with our trading partners on fhe
percentage of tariffs found in GATT. Let me explain what I

mean by that.

When countries bind a particular tariff rate for a produc

in the GATT, that means that couhtry commits to maintaining
that rate at a Lgvel not highgr than the bound rate. If a
duty should be raised, the country then owés compensation to
its trading partners. Now, right now, large portions of the
tariff schédﬁles of some countries--frankly, including many
of the NICs, the newly industrialized counfries--are not bouhd
under GATTf

So, before we can start negotiating reductions in tariff
levels, we must get more tariff bounds. Based on the results
of the'negotiations certified by USTR, at this juncture under
my amendment, tariff and nontariff fast tr;ck authorities
would be extended for.an additional two years, unless a
reso[ution'of'disapproyaL is'péssed by either the House or the

- Moffitt Reporting Associates
(301) 350-2223




56

Senate. Thﬁs, I propose a shorter maximum negotiafing
authority for‘multitateral agreements than the 10 years of
negotiating authority in S. 490.

Under this épprbach, CQntinuedlCongressionaL support for
multilateral trade negotiations would be based on acfion and
not words. We would be'voting our resutts, better than
promises on.trade policy strategies. We would grant fast
track aUtBority now for several yeérs, without the
préconditfons in S. 490; yet on the.éther hand, we would
supject qqr‘negotiators to a more rigorous result-oriented
test if they want a further e*tension of authority.

The shorter tfme Limit on negotiéting authority would
enhance the prospects *or early results in the new round;

Nqu; in add%tion, I suggested that we provide a somewhat
longer extension of autﬁority for bilateral and plura[atéral
agreements that multitlateral agreements. I think that this
Qould pup heavy préssure on Ogr trading pértners to make the
mﬁltilateral trading system work.

I am very pleased that the chairman has seen fit to
largely incorporate my proposaleinto'his concensus amendments.
I.betjeve these changes in the b#LL would immediately facilitate
the Uruguay Round of negotiations by increasing other
governmént;' confidence in the serious cbmmitment of the U.S.
quernment to tﬁese negotiations and would make it more Llikely
for the U.S. Govérnment to reach an eaﬁly harvest agreement
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in such areas as agriculture. ~While this result-oriented
approach wilt;give more.weight to the negotiating objectives

of the bill, I am sure many mémbers want to focug on theﬁ; and
I recognize that the chairman and many members of thé committee
also want to assure a broadened accountability of_the Executive
Branch to thé Congress on trade poLicy;

Mr. Chairman,'yOur cﬁncept on the reverse fast traék.
addresses this concern. As ybu know;_Mr. Chairman, there is
very broad support in the busine#s communify for granting fast
autﬁqrity for trade.negotiations now. Ouf farmers also haye a
lot to géih if we can put pressure on to move up the dafe to
sign a fair trade agreement for fair tfade in agriculture.

"I am very glad that we have been able to reach an
agreemenf that I think puts us‘insthe Best possibLe negotiating
ppsition; yet at the same time; each meﬁbér.is concerned about
Congressional check.on ffade policy négofiation#.

The Chairman. Thank you, Senator Roth. Senatbr-Packwood?

Senator Packwood. I think, bx and large, the,chairmanAand
Senator Roth have crafted a reasohabLy good proposal and one
that I can supportQ Nothing is everything that I would always
want, but I think you héve done a very goqd job, considering
the different factors involved; and'we ought to adopt it;

Senator Daschle. Mr. Chairman?

The Chairman. Yes, Senator Daschle?

Senator Daschle. ijust have one question thaﬁ I think
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has already been answered informally, but I think the
Legislative‘history is important and that it be addfessed,'
at least momentari(y.in consideration of this amendment.

My concern was the applicability of this language to
the constitutionality question; and as I understand it,.staff
has aLEeady considered that. We have received some indicatfon
that} from.a.constitutionélity point of viéw, this is drafted
in such..a way that it does not incorporate ény concern fof
Légispative detail. Jeff, 6ouLd.you reqund to that?

Mr. Lang. Yes, Senator. Qe have coﬁgulted with both
the Pérliamenfarian and the American Law Division of the
Congregsional Research Service. We are assured by both that
the procedure is entirely constitutionat for the reason ;hat

it only is a change in the rules of the two bodies. So, we

do have that assurance.

Senator Daschle. I thiﬁk it is a much better proposal
and certainly far less cumbersome; and lLike Senator Pa;kuood,
I suppoft it.

Senator Chafee. Mr. Chairman?

The Chairman. Yes, Senator Chafee?

Senator.Chafee. Mr. Chairman, I would be curious as to
what fhe Administration thinks of this.

.Mr; Woods. Senator, Wwe obviously believe that this is
--or maybe no£ so obviously--aﬁ improvement on the original

Language of S. 490. We continue to be concerned about the
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Lack:of.tariff broctémation authority, which we believe will
make tariff negotations'more difficult..

I'woutd,vhowéver, Like to. compliment the Senators on the
way they have handLed the trade policy statement and the
basis upon which they are using the extension of the fast
track authority on nontariff arrangements. We would hbpe‘fhat,
by September f990, we would be cﬁmpteted with the Uruguay
Round trade negqtiatfons. That was a commifmént made by
thé‘trade,minﬁstersiat Punte.del Este when they launched those
negotiatiéns. And certainly Looking'at that kssue in fhe
Iétter.parp of 1990 for extension in 1991 is appropriate.

jFinaLLy,vthe only other remarks I would make about that
yould be to refer to sqmething'l have refefred to previously,
which is the cOnsu(tation'proviSioqs in the.Administration's
bill. In our consultation provision, we would be consulting

with the Congress not only about negotiations, but about the

development of trade bolicy more generally, the establishment
of priorities for our trade agenda, and tﬁe imptementation of
trade policy.

Ambassador Yeutter particularly feels fhat‘a very close

relationship between the Congress—-—-this committee specifically

and the Ways and Means Committee--and the U.S. Trade
Representative is critical to successful trade negotiations.
This is a point that Senator Bentsen made, I thought, quite

eloquently in his remarks earlier and a very important one.

Moffitt Reborting Associates




10

11

12

13

14

15

16

17

18

19

20

21

22

23
24

25

60

The fact is that we live in a very sophisticated world
today. Sitting behind me here are a number of people who
represent an infinite number of foreign governments. They

have been here'every day of these hearings, and they witll

ItTpoll weaknesses in U.S. negotiating positions among agencies

and between the Executhe énd Législative Branches;

And unléss we have a soLid, cohesive negotiatiné position
fhat comes about as a resQLt of those consultatiohs, we will
not be effective in trade hegotiations. And I hope thaf people
have Learﬁed that; and Aﬁbassadpr Yeutter, I know, feels ygby
strongly thét thqt is the case.

Finally, I would say with regard to the revocation
provision, I--like Senator Bentsen-~do not believe éuch
provisions would ever be inyoked because i th{nk fhét the
consultation would be close ones.

In the proposals, however, we do require that those'
consultations take place ﬁo Less than four times a year. It

would seem to me that maybe you might want to consider whether

or not you want to have some standard in terms of the frequency |

of those formal consultations between the committee and the

U.S. Trade Representative.

The Chairman. If I might comment on that, I don't beLieve_'

that having a set number is frankly the way to do it. I think
the pace could be quickening in the negotiations, and there
would be times when we would want more frequent consultation
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taking place; and other times you might have a drought of

them. But I do recall quite vividly how the pace of

consultation increased once we virtually deadlocked on the

fast track for Canada and how we got the attention of the
Administration very quickly hefe.

I really think it is important that we have a hammer,
that we have a sanction; and having that,‘frankly, I don't.
think we will ever have to use it, but I think it ensures
--whether it is this Administration or.the next Administrétion
coming along=-that we will -be a part of the process and that
we will know what is goihg on.

And I think that flgxibili;y in giving more room for
judgment is an improvement in fhe piece of legislation, and
I hope that the committee will support it.

| Senator Heinz. Mr. Chairman? |

Tﬁe Chairman.. Senator Heinz has been:seeking recognition.

Senator Heinz. Mr. Chairman, as you know I was concerned
about the original provision in S. 490 that it might fofce‘us
to vote on the quality of a trade policy statemenf; and if
the'quality wasn't up to what we thought it ought to be, it
could force us at fhé same time to reject fast track authority.

I think the chairman's propo;al and Senator Roth's
proposél is a Very significant improvement; and it'does; as
you pointed out, givé the Administration a.good'incentive and

a responsible one to say in close consultation with the Ways
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and Means and the Finance'Committees and the Congress .

generally. I think it does so in a way that, nonetheless,
maintains the maximum amount of continuity and commitment to
the faét track process that our tradé negotiators say our
allies are lddkiné for in these negotiations.

So, it séems to me that it does as good a job as I tﬁink
anyone is going to .do about kégping us well into the Lloop and
at the same time giying‘a reLétiveLy good aﬁd dependable
mandate to‘our negotiators; Sb, 1 cqmmehd the chairmgn and
Senator Roth for their éroposal.

The Chairman. Thénk.ybu, Senator. Senator Danforth?

Senator Daﬁforth.. Mr. Chaifmgn, I think fhis'is a very
good work.pr§duct,“andll am delighted that you and Senstbr Rothj,
and others héve been ébLe to.work this dut.l I remember well
the fLareéub that occurred in this-committee just a Llittle
over a year ago relating to Canada and fast track authority.

And I remember, Mr. Chairmén, how‘you‘characterized that
situation.when ydp said that Congfess had been "stfffed"
by the Administration--yaur expression.

I think what you have done--you and Senator Roth--in this
proposal is to provide 'a system where Congress. will not be
stiffed and where the kind of resentments that béilea over a
year ago lLast month is unlikely to be repeafed in the fufure.

So,‘I feaLly think that this is going to go a long way
towards creating the kind of Qohesiveness between the
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Administratioﬁ and thé Céngress that Ambassador Woods just
spoke about.

The Chairman. Thank you. Senator Chafee?

Senator Chafee. Mr. Chairman, as you recall when we
started out on this, many pflus incLuding myself were deepLy
disturbed over the éontents‘of the_statemehts and fhe
specificity--the detéil --

.(Laughterﬁ

Senator Chafee. . That had to be in that statement. So,
I think what you and Senator Roth have done here is a big
step forwand} ana I tﬁink it is good. I want to commend you
for it. I always get nervous about th{s withdrawing provjsion
that you havé here, but.we have just got to assuhe that it
is not going to be uéed; and I am ta(king about your (d) on
page 2, which is not tied to any date, as I understand it.
It can be withdrawn atAany time.

-The Chairman. Tﬁat is correct.

Senator Chéfee. And that makes me a little bit nervous,
but let's just hqpe-thaf this committee and the Ways and Means
Committee Wwill act responsibly and thaf in the future we will
be able to have this'cohsuttation:that all of us seek and that
things will work out so that we can keeb this key . negotiating
authori%y. Qithout it, every responéible witness has said
that--wifhdUt the fast track.proceerés--we are not going to
havé any negotiations. So, I .think this is a big step 1‘orward,'l
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and I want tdncomment you. and Senator Roth.

The Chairman. fhank you. Senator.Bradley?

Senator Bradley. Mr. Chairman, if I could, I onLd Like
to just claéify what is‘ip the proposal. As I understand it,
Mr. Lang, the revocation authority frbm now until the time
the negotiating authority. expires in 1994 can be revoked
by two Houses acting within 60 days of each other?

Mf. Lang. Yes, sir.

Senator Bradley. The only grounds for revocation is
in5ufficienf eonsuttation?

Mr. Lang. Ygs, sif.

Senator Bradley. There is, in addition, a.single House
fevocation from tﬁe period of time between thé President's
SUbMissién of his progress report and JQLy 1991. Is that
corféct?

The Chairman. No.

Mr. Lang. ActuaLt}, it is just a refusal to allow the
extension of the fast track. I guess maybe'it is a semantic
difference;'but the wéy_Senator_Roth had worked it out and
the way the House bill works, for example, is that the fast
track is available through a certain period of fime and then
ié extended'unless one House or the other objects to the
extension.

Senator Bradley. wﬁat is the period of time during which
one House or the other canlonect to the extension?
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Mr. Lang. From'January 1, 1991 to July 1, 1991.

Senator Brédley. AALL right. So, the one House veto
essentially is on(y aQaiLabLe,in that:sik-month period?

Mr. Lang. _Yés;

Senator Brédley.. ALL right. Now, the Adhinistration
thinks that thfs is:acqepiabte?

Mr. Woods. As I shouid méke'clgar; wé:ybuld prefer the
Language thch_is contaiﬁed in H.R; 3-orvthe language which

is contained in the Admﬁnjstration's proposal, but this is

in S. 490.
Senator Brédley. So, you find no problem negotiating'
under this'provisioh?
- Mr. WOAds.A Thdt'iS'correct.
Senator Bradiey. Pardon?
.ﬁr.'WOédé. That is correct.
Senator Bradley._ And Yyou support-it?
(Laughter)
Mr. Woods. We support this compared to ciall

(Laughter)

Sedatof Braaley. ‘Thank you. ‘ | |
The Chairmén. Are there fdrther comments?

~(No response)

Thé.Chairman. ‘Call the rolt, please. lThe motion is

before you.
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The Clerk. Mr. Matsunaga?
Senator Matsunaga. Aye.

The Clerk. Mr. Moynihan?

"The Chairman. Aye by proxy.

The Clerk. Mr. Baucus?

The Chairman. Aye by proxy.

~The Clérk. Mr. Boren?

(No response)

The Clerk. Mr. Bradley?

'Senatdr-BradLey. Aye.

The Clerk; Mr. Mitchell?
The Qhairman. Aye by proxy.
The CLefk; Mr..Pryor?
Senator Pr}or. Aye.

The Clerk. Mr. Riegle?
Senator Riegle. Aye.

The Clerk. Mr. Rockefeller?
Seﬁator Rockefeltler. Aye.
The Clerk. Mr._baschle?
Senator Daschle. Afe.

The Clerk. Mr. Packwood?
Senator Packwood. Aye.

The Clerk. Mr. Dole?
Senator Packuooa. Aye.

The Clerk. Mr. Roth?

Moffitt Reporting Associates

(301) 350-2223

66




16

7

" 18

19

20 .

21

22
23
24

25

67

Senator Roth. Aye.
The~CLérk. Mr. Danforth?
Senator Danforth. Aye.
The Clerk. 'Mr.'Chafeg?
Senator Cha%ee. Aye.

~The Clerk. Mr. Hejni?
SénatorAHeinz. Aye.

‘The Clerk. ME. Wallop?
(No response)

The Clerk. Mr. Durenberger?
Senator Packwood. ‘Aye.
Tﬁe Clerk. Mr. Armstrpng?
Senator Armstrong. Aye.
The CLerk. Mr. Chairman?
The Chairman. The Chairman VOtes aye and Mr. Baucus votes
aye by proxy.

The Chairman. Thank yéu. That is a major step forward,
an§ I thank éLL the membership for their pgrticipation and
support.

The Clerk. Eighteen yeas.

The Chairman. Are there other amendments to be brought
up at thi; tfme?

Senator Danforth. Mr. Chairman?
fhe Chairman. Yes, Senator Danforth?
Senator Danforth. I have_anvamendment that I will not
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bring up at this time. It is to this section of the bill. ' I

‘am not prepared to bring it up at this time for the reason that

Inhavén't had the opportuhity to run it by you yet or to run
it by Mr. Lang. I think it is noncontroversial. It reLateé
to the role of the IfC in tariff reductions for import
sensitive industries.

It would direct the ITC to pay particular affention to
import-sensitivé indugtries and to advise the Presideﬁt of
the appropriateness of fhe proposed modifications in the.
tariff treatment. It would also'direct tﬁe PreSident to pay
close atteht{on ;o the ITC's advicé Wwith respect to import
sensitive or potentiélly impdrt sensifj?é products.

It has no mandatory effect. It is simply oratory, but

I have not had the opportunity to run it by Mr. Lang or you.

So, I would be happy to withhold it.or'offer it; if nobody’
had any objéction. |

THe Chairhan. Mr. Lang, havé You,had a chance to review
this?

Mr. Lang. Yes, Mr. Chairman. Senator Danforth's staff
showed us the Language earlier this morning. I ddn't have it
right before me, but under current Law, uhich'would be
extended under the Danfortthentsen'biLL, béfore the |
Administratﬁon.can table offers on fariff-feductions, they
are required to request an investiggtion by the International

Trade Commission into the impact those offers would have if

Moffitt Reporting Associates o
_(301) 350-2223




14

15

16
17
18

19

20

21

22

23

24

25

69

|they were put into effect on domestic industries.

note of any paftiqutar product or sector, it is to indicate
that that pfodutt or sector is import sensitive and that a .
tériff cuf could injure the domestic industry. It makes
that kind of_reQuirément explﬁcit, and then it requires the
President to take into account fhaf advice. |

My experience with the 1974 to 1§79 process is that tﬁat
Qas what the committee intehaed when it put the requirement
for the ITC investigation into the lLaw in 1974. 1 dén't know
if the Administration has seen this, but I would doubt the
Adhfnistration has any objection.

The Chairman. I wonder, Mr. Woods, if you would speak
to the point?

Mr. Woods. No objectioﬁ.

The Chairman. Are there further questions in the

committee about the amendment?

(No résponse)

The Chairman. Does the Senator propose tﬁe amendment?

Senator Danforth; va{Lt propose the amendment.

The Chairman. ALl right.

.Senatbf panforth. I do propose the.amendment.

(uaughter)-

The Chairman. ALl'iﬁvfﬁvor of.the motion as stated make
it known by sa}ing "Aye."
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(Chorﬁé of ayes)

.The Chaifmgn.. Opposed?

(No_response}

The-Chairman. The motion is carriéd..

Senator Packwood. Mr. Chairman, could I ask the clerk
to record Senatof Wallop as "Aye" on your amendment?

The Chairman. Yes, of course. MWithout Objectioh, that

will be-done,'

Now; are there other amendments fo be offered at this
time?
(No respdnsef

_The Chairman. If not, we witp go into Executive Session
at 2:30 in the back room here, and we will be discussing
dumping and subsidies. And one of the reasons that we will
do some discussion and consideratioﬁ of it, bu§ not voting
in that sessioq, is the very point Mr. Woods wés making earlier
insofar as these proceedings aré under Fhe attention of the
represeﬁtatiyes of a number of foreign governments.

‘ Ne»have.a number of suits existfng now in dumping cases.
Many of them are against U.S. companies, and we want to reviey
some of the matters in that executive session before we finally
decide how we want to proceed.

Are there any other questions?
4(No reSpdnse)
" The Chéirman. With that remarkable progress that we have
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made, I thank you very much. We will stand in recess until

2:30 p.m. in executive session in the back room./

(Whereupon, at 11:26 a.m., the meeting was recessed, to

be recqnvehed.this same day, May 5, 1987, at 2:30 p.m.)
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SUMMARY OF BAUCUS AUCTION QUOTA PROPOSAL

This amendment would establish a pilot program of auction quotas, to be
imposed in the next three cases in which the President imposes quotas under
Section 201. Under the amendment, the President would be required to auc-
tion any quotas imposed in these cases, unless he determined that 1) the
auctioning of the quota itself would cause substantial foreign retaliation,
2) the costs of administering the auction would outweigh the revenues
gained, or 3) the auction could not be administered without giving one
competitor undue market .power. The proposal, of course, does not advocate
quotas. It merely sets the terms under which quotas should be administered,
if the President decides to impose them.

Auction quotas are intended to deny foreign manufacuturers many of the
benefits of U.S. quotas. Quotas by definition limit the supply of foreign
goods shipped to the U.S. Under most current quota systems, the foreign
country is permitted to sell the right to export foreign goods to the U.S.,
a right that has value in itself because the demand to export is greater
than the supply of exports permitted by the quota. The foreign country
currently sells this right, called the '"quota right" to its exporters, then
retains the funds, called the "quota premium" or distributes it to the
producers in the quota-restricted industry for reinvestment. Because the
foreign country gets the quota premium, U.S. quotas often assist the foreign
industry more than the U.S. industry.

Auction qutoas are designed to ensure that the U.S. retains the quota
premiums. Under auction quotas, the U.S. would auction quota licenses.
permitting exporters to export a certain amount of goods to the U.S. The
revenues from the auction would accrue to the U.S. Government.

“Auction quotas have other benefits as well. Under the amendment, the
revenues would then be committed to funding a stronger adjustment assistance
program for the quota-protected industry. The auction quota therefore would
help the industry adjust, thereby helping to ensure that additional protec-
tion would not be needed in the future.

In addition, auction quotas make the costs of quotas more easily
visible. Whereas the costs of a traditional quota are disguised in the form
of higher consumer prices, auction quotas quickly reveal the extent of the
quota premium that consumers are forced to pay. Auction quotas permit the
U.S. to more accurately assess whether quotas are worth the cost.



AMENDMENT OF SENATOR DAVE DURENBERGER

IN ALL CASES BROUGHT UNDER SECTION 201, THE PRESIDENT SHALL
HAVE THE OPTION OF DENYING IMPORT RELIEF IF HE DETERMINES THAT
IMPORT RELIEF WILL BE A SUBSTANTIAL CAUSE OF SERIOUS INJURY TO

ANOTHER DOMESTIC INDUSTRY.



s

UFFERED B ~ 7
SEN. %ENTsE:’IM o15

SPECIFICATIONS
FOR AMENDMENTS TO NEGOTIATING AUTHORITY

Negotialing Aulhority. - Amend S. 490 to provide.negotiﬂting .
authority through January 3, 1994 instead of 10 years from the
date of enactment (spreadsheet page 1).

The "fast track".--No change in S. 490, except as follows:

A. Initiation of "fast track".--Nelete the requirement in S. 490
for Congressional approval of a.Statement of Trade Policy as the
condition for providing "fast track" legislative procedure after
January 3, 1988 (when it expires under current law) and
substitute a provision extending "fast track" beginning at any

time after January 3, 1988 the Administration submits a Statement o

Trade Policy and continuing through January 3, 1992
(spreadsheet page 14).

B. Content of Statement of Trade Policy.-—-felete requirements
in S: 490 for contents of Statement and substitute a requirement
that the Statement set forth Administration trade policy
including but not limited to policies toward sectors impacted by
imports and sectors with substantial export potential
(spreadsheet page 15).

€. Midpoint reporting.--Add a new provision requiring the
President and tlie Advisory Committee on Trade Negotiations to
submit to Congress not later than January 3, 1991 a report on
whether sufficient progress is being made in the the Uruguay
Round and other negotiations, including bilateral negotiations,
describing --

1. Agreements.--Any agrecments finalized in the Uruguay round
or in other negotiations with the anticipated timetable for
submitting those agreements to Congress for approval and (with
respect to nontariff agreements) the President’'s certification
that enough progress had been achieved to make it worth
continuing the effort and (with respect to tar1ff matters) that
progress had been made; and

2. Progress.--Progress made in achieving objectives set out in

“this Act as well as those objectives not likely to be addressed

in trade agreements and new objectives the United States should
adopt for trade negotiations, and the reasons for each and the
alternatives Lhe President intends to pursue, if any (the
reports and the debate on them may be classified if

necessary) (Report language: "alternatives" should include an

. evaluation of what alternatives are ava1lab1e through bilateral

negotiations);

D. Extension of "fast track.".--4Add a new provision extending
the "fast track" from Januvary 3, 1992 to January 3, 1994 if
neilher the Senate nor the House passes a resolution of

f



disapproval by July 1, 1991. To be effective, such a resolution
must be reported favorably by the Senate Finance Committee in
the Senate or Lhe Ways & Means Committee in the House before May
15, 1991. The standard for deciding whether to report such o
resolution is whether sufficient tangible progress has been made
in international trade negotiations to justify extension of the
"fast track". Only resolutions reported in the form set out in
the bill would be effective to avoid extension of the "fast

track."

D. Reverse "fast track".-—-Add a new provision withdrawing "fast
track"” procedures in the event the House of Representatives
passes a House resolution and the Senate passes .a Senate
resolution of disapproval. Both the Ways & Means Committee and
the Finance Committee would be privileged to report a resolution
of their respective louse at any time "fast track”" is in effect
on the ground that the Administration had failed or refused to
consult regularly with Congress on trade policy generally (not
just the Uruguay Round) in accordance with _the procedures and
purposes of this Act. The resolutions would be effective to
withdraw the "fast track" only if reported in exactly the form
set out in the bill and only if the two resolutions passed
within 60 days of each other. Once reported, each resolution
would itself be on a fast track in each House -- that is, it
would be a privileged matter and it could not be amended or

delayed.
Consultalion requirementls

A. Add a requirement for the Advisory Committee on Trade
Negotiations to consultl directly with Congress at regular
‘intervals during negotiations authorized by this Act.




DANFORTH AMENDMENT ON IMPORT;SENSITIVE PRODUCTS

Amendment to Section.131nof the Trade Act of 1974 (which provides
for ITC advice to the President regarding articles which may be
considered for modification of tariff treatment):

"In its advice to the President, the Commission shall make
particular note of any product or sector where information
has been received érOm public hearings or as a result of
the Commission's own inveétigations which would indicate
that a given product or sector is import-sensitive or

potentially import-sensitive and that a tariff cut could

injure the domestic industry."

Where appropriate, Chapter 3 of the Trade Act of 1974 ("Hearings
and Advice Concerning Negotiations") should be modified to
include the following:

"The President shall take into account any ihformation
obtained from the Commission or from thé priQate sector
advisory committees or through public hearings with
respect to import4sensi£ive and.éotentially
import-sensitive products in deciding what type of
modifications in tariff treatment, if any; would be

appropriate.”



