—

10

1R

12

13

14

15

16

17

18

19

20

21

22

23

24

25

EXECUTIVE COMMITTEE MEETING
THURSDAY, MAY 7, 1987
Committee on Finance’
Washington, D.C.

The meeting was convened,vpursuant to recess, at 9:10 a.m..
in Room SD-215, Dirksen Senate Office Building, the Honorable
Lloyd Bentsen presiding.

Present: Senators Bentsen, Matsunaga, Moynihan, Baucus,
Bradley, Pryor, Riegle, Rockefeller, Daschle, Packwood, Roth,
Danforth, Chafee, Heinz, Wallop, Durenberger and Armstrong.

Also present: Bill Wilkins, Staff Director; Mary
McAuliffe, Cﬁief of Sraff, Minority,nJeff.Lang, Chief
Inrernationai Trade COunsel; Josh Bolten, Trade Counsel,

Minority; Greg Jenner, Karen Phillips and Brad Figel, Trade

 Staff, Minority.

Also present: Aian Woods,_Deputy U.S.T.R.; Alan Holmer,
Chief Counsel, U.S.T.R.; Gil_Kaplan, Deputy Assistant
Secretary, Countervailing Program, U.S. Department of
Commerce; Berbara Steinbock, International Economist,
International Trade Administration, U.S. Department of
Commerce; and Stephen Basha, Assistant.Chief Counsel for

Enforcement, U.S.'Customs Service,
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The Chairman. Those who are standing please be seated,

i and those who are conversing please cease; and we will get

under way.

Now, one of thg tast items that‘we were discussing as
we finished up yesterday was Senétor Danf§rth's concern; and
he had an amendmént, as I recall, relating to the creation of
a fictitious market.

Mr. Lang. Yes.

The Chairman. Mr. Lang,'wouLd you report on that
amendment?

Mr. Lang. Yes, Mr. Chairman. Senator Danforth's
amehdment is intended to deal with the situation in which a
product can be sold internationally in several different forms
--éranular, pellet, tablet. The éoncern is that in an
antidumping proceeding, the prbauct could be converted into a
different or into severat differént forms in order ‘to manipulate
the home mérket price or the fair mérket value of the product.

For example, 1f the product is sold in the United States
in a granular form and 5n the fqreign exporter's market in
a granular fqrm, then'the Commerce Deparfment would ordinarily
compare thelprice of the product in the two markets in the
same form. .So, to avoid the effect of.the dumping law, the
foreign manufacturer might convert the préduct into an
equally usable tablet or pellet form and avéid a comparable‘

fair market price.
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Our understanding is that Senator Danfortﬁ's amendment
would allow the Commerce.Department to consider whether, in
.cases involving products that ére sold in multiple forms, the
home market prices of the product identical to the product
that gs sbld in the United States is being artificiétly set }
to reduce the dumping market and take that into account.

We discussed it last night among the staff grbup. I am
not aware of Sengtors who oppose the amendment.

The Chairman. How about the Adminiétration? Do you have

a comment concerning it?

Mr. Kaplan. We have worked out Langqage with the staff

which is acceptable on this amendment.

The Chairman. Are there any objections to it?

(No reéponse)

Thé'Chairman. May I have a motion then?

Senator Packwood. I so move.

The Chairman. 1Is there objectibn?

(No response)

The Chairman. ALl in favor make it known by}stétihg "Aye."

(Chorus of ayes)

The Chairman. .The_motion is carried. Now, the next
point we Hadeas on the question of the negotiating authority,
and we are trying to develop a concensus because several of
the members had concern over this particular issue.

WOuLd.you go through those? And perhaps we can consider
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them.

Mr. Lang. Yes, sir. ‘Several members have negotiating
objectives for the.Ufuguay Round and other negotiétions that
they would Llike éddéd to the List of negotiating obiectives
which:already appear in the Bentsen-Danforth bill. I will
run thfough the objectives as we understand them.

The first was suggested by Senator Baucus, dealing wftd
tariff disparities, would amend the list of negotiating
objectives td include the reduction of disparities between
low or ddty-frée U.S. tariffs and higher foreign tariffs on
competitive U.S. exports.

The second objectiVe was suggested by Senator Roth. The
objective is to be carried forward from one thaf appeared in
the List of objectived in the 1974 Act, having to do with
border tax adjustments. The problem here is that, under the
GATT, the‘frgatment of ihdihect taxes and direct taxes is
differént; and the effect is to allow taxes on the sale of
produ;ts--cthUmption taxes--to be deducted on exports and
added to imports in such a way as to encourage exportation
and discourage importation.

And the objective in 1974 Wwas the seek a GATT agreement

on border tax adjustments. No agreement was achieved. Senator

Roth is proposing that the same objective be carried forward
into the new round.
The third objective suggested by Senator Bradley 1s in
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two parts. First, he would propose an objective on better

i surveillance of the use by GATT contracting parties of
;emergency safeguard protection-—that is, essentially escape

clause protection—--to ensure that it doesn't discriminate

betweeh different suppliers, that it is time limited, and that
it is linked to adjustment efforts. And second, an objective
of obtaining a timetable in pfocedures to bring into
conformity with GATT ruLes'oﬁ voluntary exbort restraints, l
that is, actions -- No?

Senaéor Bradley. No. The second one deals with
transparency.

Mr. Lang. ©Oh. The objéctive on transparency was to i
attempt fo get concensus that governments would expose their

¢

import protection efforts to international scrutiny through

publication of .an annual --

Senator Bradley. No, no. it is just more transparency
in trade po[icy making of contracting parties, simply to
¢clarify the costs and benefits to.each cohtracting party of
its own trade a;tions.

Mr. Lang. ALlLL right.

Senator Bradley. It is very general.

Mr. Lang. I am told we are working from the wrong piece
of paper here.

Senatof Bradley. Oh, all right.

Mr. Lang. Those are the three objectives on which there

Moffitt Reporting Associates
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ﬁwas no objection at the staff Level.

The Chairman. Mr. Lang, do we have a concensus on these?

Mr. Lang. We are not aware of any objections, Mr.

%Chairman. The Administration has asked to see the paper.

The Chairman. Oh, all right.

Mr. Woods. 'We have‘no objebtidn, Senator.

The Chairman. ALl right; Are there further comments?

(No response)

The Chairman. If not, can we have a motion that these
be adopted?

Sénatpr Brgdtey. Mr. Chairman, I so move.

_The Chairman. AlL r{ght. ALl in favor of the motion as
stated make it knan by saying "Aye."

(Chorus of ayes)

The Chairman. Oppoéed by a éimilar sign?

(No response)-

The Chairman. The motion is carried.

The next point on our ageﬁda, Mr. Lang?

Mr; Lang.v Mr. Chairman, the next point would concern
Section 108 of the bill, thch'concerns currency manipulation.
Let me see if I can find the spreadsheet page for this.

The Chairman.i This is one that Senator Baucus and
Senator Moynihan and, I am sure, Senator Bradley have offered?

Mf. Lang. Ye;; sir. It appears on»spreadsheet page 25.

Mr. Chairman, the provision that appears on spreadsheet page

o \foffitt Reporting Associates
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--1 am sorry, I don't think I have the right page for you here.

Senator Chafee. Mr. Chairman, are we now on new

lTamendments?

Mr. Lang. No, we are still trying to clarify the
negotﬁating authority. I aﬁ sorry, Mr. Chairman.

The Chairman. Are we back to hegdtiating authority?

Mr. Lang. Yes. This is a separate authority for the i
President to negotiate with respect_td countries that peg i
their currency.

The Chairman. Oh, Wwe are back now to the currency
negotiatiohs?

Mr. Lang. That is fight.

The Chairman. That I have discussed and that Senator
Baucus and Senator Moynihan have been quffe involved in. |

Mr, Lang. This proVision was originally introduced
separately by Senafob Moynihan. You can see it:described in
the spreadsheet on page 4 in the right-hand column; {t is
Item (b)iv, Currency Exchange Rates.

And under the provision, the President was required to
take actions to initiate bilateral negotiations with Hong.Kong,
Korea, Taiwan, and other countries that peg their currencies

to the U.S. dollar for the purpose of obtaining agreements

‘to assure that those countries revalue their currencies to

reflect economic fundamentals.

There was a discussion at the staff level about this Llast
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night, but I am told that Senator Baucus would Llike to say

—

v something about the matter before we go on.

The Chairmén. Senator Badcus, are you seeking
recogﬁition?

Senéfor Baucus. Thank you, Mr. Chairman. Essentially,
this, as Mr. Lang said, is an amendment froﬁ the Senator
from New York, Senator Moynihan, who introduced the bill which
I cosponéofed. -It is his bilt attempt{ng té address the‘
duestion of currency ménipulation by coqntries other than
the'United States, Japan, and Germény, even though the Japanesei
yen has appreciated so much lately, the deutchmark--as the '

currehcy of many other countries—-—has not. In fact, about

hatf of the value of trade the United States has with other
countries is with curréncies ofher'than thé deutchmark and

the yen. The thought is that we should try to address that
in éome way.

I have offered an amendment to the basic brovisions of
the bill; the provisions of the bill are essentiaLLy those of ?
Senator Moynihan. One is a modifying.amendment, and one is,

I think, a strengthening émendment.v The modifyin§ amendment
essentially points out that many countries beg their exchange ;
rate to thelddLLar, but they have to. I mean, these'are |
currencies that are thinly traded from smaller countries.

And fn those cases where a country pegs for a certain
Length Qf time, it is probably inappropriate for the Unifed

Moffitt Reporting Associates
(301) 350-2223



10

11

12
13
14

15

16

17

18

19

20

21

22

23

24

25

negotiations with those countries that manipulate.

9

States to in any way indicate that that is unfair or improper.
Rather, we are frying to address the question of unfair
manipulation, tha£ is, when a country manipulates its rates
in order to gain a trading advantage which is not in Lline
with‘fundamentals, that is investment policies in the country {
or fiscal policy or whatever.

‘And it is fairly clear that some countries tend to engage

in this kind of manipulation to gain an unfair trading

advantage. So, the first amendment was é modifying amendment :
to basically delete the reference to pegging--as pegg{ng is

proper in some instances-—-and rather for our country to begin ;

The strengthing amendment—-fhe second amendment--is
basicaLly this. f originalty offered an amendmént which
provided that if currency in negotiations with a'cpuntry that
osténsibty manipulates do not get énywhere*-say after a period
of time, six months or a yearf-that then the USTR is d{rected
to bégin trade negotiat%ons with that country to try to work
out some coﬁcession in the amount of the unfairness, thaf is
ih the amount that the manipulation seems to give that
country an unfair trading advantage.

It ié my understanding that recently--last night--some of
the staff of some of the members of this committee objected
to that last portion for various reasons; I don't know why.

My thought is that we should at the very Least begin
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t trade negotiations if currency negotiations don't get-anywhere.

;My amendment only stops there at trade negotiations, that

is if negotiations are unfruitful--if nothing happens, no
agreement is reached--my amendment only provides that the USTR
and Treasury report the results to the Congress. That is 1it,

no more. There are no teeth in it; there is no attempt to

‘retaliate. There is no mandatory action, no discretionary

action that the President should or should not také.

It iS‘QnLy‘to report the status of the negotiations, an
attempt to try to move a resolution of the issue, recognizing
that fhis is é-vgry_difficult‘question. You don't want to
tell countries what their exchange rates should or should not
be. Sq; that is why i stopped only at directing the
negotiations to begin, but not requiring any action be taken
or even indicating any attjon should be taken.
| It is my tHought that that is a fair.resotution of the
issue.

Thé'Chairman. Do‘I understand correctly, Mr. Lang, that
thaf was nof a part of concensus that was reached last night?

Mr. Lang. Yes, sir. That is correct.

The Chairman. And what was the objection?

Mr. Lang. There are several concerns, Mr, Chairman. The
first waé that a trade negotiation would be going on in any
event; and some offices were concerned that this would result
in some kind of separate or parallel hegotiation. But the
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gbasic problem was to try to find a way that the currency

idiscussions and the trade discussions would complement and
i

T ' . . .

s reinforce each other. And several offices discussed this
i .

matter last night and came up with some specifications which

i

i
it
it
i

| 1 think they are'ready to hand out to you, which we understood

were acceptable to aLL'the offfces, Maybe that is not the
case.

The Chairman. Does tHeIAdministration have any comment
on this, on this last suggestion? |

Mr. Lang. I think they.needfto get the piece of paper.

Mr. Woods. _; don't Selieve we have seen this.

Mr. Lang. ﬁaybe I shouLd'run through this piece of
paper while i£ is being ﬁanded out. Under what was diséussed
last night, essentially what'onLd happen is the President

would determine during. the course of trade negotiations that

are authorized under the billvwhether currency manipulatidn
-=-as Senator Baucué has defined it--is taking place.

That is a sharper definition than exists now in the
Bentsen-Danforth bill of currency manipULation. The idea that
Senator Baucus adaed make currency manipulation very much Llike
an unfair trade practice. It involves blocking investment so
that a country runs‘up large reserves. It involves other
practices that make the curfency @anipptation possible,
contrafy to thexeconomic fundamenta[.

When the President, as he is conducting trade

- Moffitt Reporting Associates
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inegotiations, comes upon this situation, the staff thinking is
~that it is Likely the manipulation may undermine the trade
;contessions you get because whatever you get by way of

concessions from a country . that. is manipulating its currency

might be overcome by the fact that they are manfpuLating»the
currency, and you won't get the access to that --

The Chairméh. Now, ME. Lang, I totally agree with that.
I-haye been deeplylcqncerhed with fhe issue. We have Looked
at the situation where the Taiwanese, for example, have an
enormous capital surplus and an éhormou§ trade surplus; and
we haye had very Llittle cooperation in the adjustment. And
if you‘Look éf your inflation faptdr,.acfuatly they have
become more competitive by currency than they were béfore.

And we have, to some degree, the same kind of a probtem

with the South Koreahs, with the South Korean wan pegged to

our dollar."And we have some of fhaf problem in other parts
of the worid,>and i think what ue.have seen in the init{ation
by Sénatér Moynihan'and Senator Baucus and Senator Bradley
is a-major.Step forwérd} and I think that is a contffbution.
| There is no question but what you could be gaining on
the one hand in a trade negotiation and, at the same time,
lose it aLL.in a country that had the capability of controlling
its currency, as you have that kind of a situation in Taiwan.
Mr. Lahg. Right.
The Chaigman. Ana it wouLd all bglfor naught. So, I
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quite agree that we should address it. I think progress has

“been made in that regard. I still don't understand the

problem of Senator Baucus' addition to it.

Mr. Lang, The’probLem, Mr. Chairman, was also one of
jurisdict{on.

The Chaifman. ALL night, now you are beginning to get
to it.

kLaughter)

Mr. Lang. wnen we started out with a currency
negotiation, the whole basié of the provision sounded in
currency matters, rather than in tnade natters.' We have
reconstructgd'the thing sn that ydu start out with»tne trade
provision, and. you m;ke a finding that the anrency problém
is undermining what you are trying td do in trade; It seemed
to us that that nas.a Wway to-assure'fhat what you were doing
here was much more within the cdmmiftee's jurfsdicfipn.than
starting out with currenc} from the ton.'

The Chairman. AlL right.

- Mr. Lang. And this is something that the committee has
done in the past in the balance of payments proviéions in
the 19?4:Act. Tney reversed the order so that, if balance of
payments problems were undermjning what 90u Wwere fryingvto do
in trade, then you could take a trade action. This does the
same_thing,

The Chaifman. Let me come at it another way. I
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i 2zealously fight and work, as do other members of this

fcommittee, to protect the jurisdiction of this committee.

And by the same foken, I don't want to get into the other --
Senator Baucus. Mr. Chairman?
The Chairman. If I may, Senator? I am wondering if this
cannot be’addresged byiyour working with the Banking
tommittee to add that, and we could go with it with a floor
améndment and Qork out any differénées.
Senator'BauCQS. I was going to address that point. The
fact is that the approach I have taken ié virtually identical

to the approach that I think two Senators on the Banking

Committee are also taking. That is, our amendment has elements |

of the jurisdicfion of this-commitfee and elemeﬁts of
jurisdiction'of the Banking Committee. The bills in the
Banking_Committee have.eLemenfs of jurisdiction of the Bankihg
Commit;ee and elements of jurisdiction of this committee.
It is just one of those silly situations that we can work out.
The Chairman. Senétor, can we go with the concensus
arrived at last nigh;, and then staff work with the Banking
Codmittee and you and Senator Proxmire ahd see 1f we can't

come up with something in the way of a floor amendment?

Senator Baucus. We can do that, but I might sayAthat the

part that I am trying to add very much is in our jurisdiction;
that is the trade part. So far, currency negotiations just

haven't worked, and I am just trying.to give a Little nudge to

- Moffitt Reporting Associates
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?@hetp reach.some resolution in currency negotiations. So,
:ithe part I want to add is under the jurisdiction of this
fcommittee.

Senator Wallop. Mr. Chairman?

'fhe Chairman. Senator Wallop?

Senator Wallop. If I may, one possible flaw 1in what you

have just fecommended is that, having done it to the
satisf;ction of the Banking Committée, you might have forever
ceded that trade role from this committee;

The Chairman. No, no, né. Then, staff has not done a
good job and neither has Senator Baucus.

(Laughter)

Seﬁator Wallop. I just-want to warn you to lLook over the
horizon while searchiné for fhis compromise.

The Chairman. nght.

Senator Bradley. Mr. Chairman?

The Chairman. Yes?

Senator Bradley. Does the draft before us now--the version
that you are suggesting to Mr. Lang-;reflect that it is not
just manipulation but manipulation in conjunction with other
actions that.undervatue the curfency?

Mr. Lang. Yes, it does, Sénator Bradley. If you will
look -in the second pa;agraph called "In generat,“ those kinds

of suggestions are included. That is, the President determines

not only manipulation but barriers to investment, discouraging
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internatiinvéstment,'pattern of other acts, policies, or
practices for the purposes of preventing effective balance
of payments adjustments, and gaining unfair competitive
advantage. This is.the kind of thing.thaﬁ was in the 1974
Act ahd that you staff and Senatqr Moynihan's staff suggested
last night.

| So, our purpose here was to give you'sdmethinévthat you
could report out that would be charLy wi;hin the committee's

jurisdiction; and then, if you wanted to work soﬁething out

with the Banking Committee at the later stage, you would be

in a position to do that.
The Chairman. What is fhe prbblem with that? Why don't

we do that?

-Senator Baucus. Fine, Mr.‘Chairman. 'As I understand it,

we will accept the agreement that was worked out last night.
The Chairman. That is great.
Senator Baucus. And then, in addition, work with the

Banking Committee.

The Chairman. That is fine, Good. May we'have a motion

then? 

Senator Paconod. I éo move;

The Chairman.: ALt in favorvof the motion as stated make
it known by saying "Aye," and tha; is the Eoncensus we have
been dfscussihg this last night. And we will see what we caﬁ
do to.work out betweén the staffs,-Senator Baucus, and thﬁse
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members who are concerned on the Banking Committee and put

:an amendment on the floor.

(Chorus of ayes)

The Chairman. ‘Opposed?

(No response)

The Chairman. Good. The next item on the agenda? And.
Llet me cdngratuLate those.members. I think that is a job. ;
well done, and I am very éppreciative of it. Go ahead,”Mr. i
Lang.

Mr. Lang. Mr. Chairman, tﬁe'committee has now completed,
as far as we anu, amendments to the major sections of‘thé
bitl. However, a numbef of'membér§ had free-standing
amendments that fhey wanted fo offer, and we have pLaced.them
in two categéries'at tﬁe stéffiLeveL where we think there is
concensus on these éﬁendments?

The Cha{rman. ‘What is that--good and bad?

Mr. Lang. No, sir.

"(Laughter)

Mr. Lang. No. The first category are five.or six
amendments which members have been pre;sing in the commjttee
for some time of importance, of which we are not aware of
any objections. And the second class of ahendmenfs are
some 80 or 90--I think it is--miscellaneous tar%ff bills,.
which we have determined through agency comments and public

comments are not controversial.
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Perhaps I cou[d first describe the group of amendments

"on fairly major subjetcts on which there appears to be no

objection.

Senator Chafee. Mr. Chairman, at some time, i would
lLike fo jusf briefly have the Administration respond fo my
concerns yestef&ay about the Defense Department purchases
that we discussed. Now would bé good, but I don't want to
interfere with your train here--how you want to do it--but 1
would Like to have them briefly respond to those concerns. !

The Chaifman.- As I noticed, it Looks to me Llike they ,

might want a few minutes to think about that one--even after

Last night. And if we cduld,‘let's.proceed-on this and then
get back to what you are speaking of, if you have no ;
. . . !

objectiong. ALL right, go ahead, Mr. Lang.
Mr. Lang. The szjects of the first staff proposal are

the following. First, the proposal is to add the text of

the Danforth-Bentsen Telecommunications Bill, which was

introduced this year as S. 596. This is almost identical to
the bill recorded by the committee favorably in 1985.

The second componenf of the staff proposal ié a bill
proposed by Senator Matsunaga having to do witﬁ the :
regulation of duty-free gtores. Duty-free stores are stores
operated mainly at airports in the United States. They import
goods and sell them to travelers, and they import the goods
duty-free, that is, in effect the duty-free store is a kind of
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bonded warehouse for imported goods which are sold to
departing airplane passengers who Léavevthe United States
fdr other points. Tﬁe goods nevér actually enter the stream
of commerce.

The purpose of Senator Matsunaga's amendment is to
convert fhe regulation of duty-free sfores from a matter of
administrative orders to a statutory statds.- His ameﬁdmenté
according fovthe Customs Service, merely codifies the exiéting
duty-free store reggLation; and we have asked a representative
of the Customs Service to be hgre in case members have
questions asout Senator Matsuﬁaga's pfovision.

The next provision“is one proposed by SenatorvMoyhihén,
which also appeérs in the House bill. It is an'expressipn of
the sense of Congreés; it is not a'ﬁandatory stafute.- It is
jUst resolution language, that the'Adminfstration ghopLd 
prdéeed vigorously.with the so-called MOSS Talks, meading
market-oriented, sector-specific talks on automobile parts)
with Japan.

The third provision of fhis sfaff prqpogaL is a resolution

on the pro bono provision of legal services in trade cases

which have been introduced by Senator Heinz, as S. Con. Res.

45. This resotution urges the private bar to undertake a
program of providing pro bono assistance in trade cases where
the expense of proceeding for domestic industries would be

beyond their means.
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| And the last provision of this concensus amendment would
;ébe two additiohs to the national security brovisions of the
bill prqposed by.Senator Roth. The first amendment would
carry forward a provision that is now on the House bill to
provide authority to enforce voluntary export restraints with
respect to machine tools. Under cufrent Law, in the national
security area, the‘President is authorized to provide import
relief in cases where the importation of a product threatens-
to impair the national security of the United States.

In 1986, President Reagan was about to make the
determination_under that stétute, that it applied.wﬁth respect
to imported machine fools and was tﬁen able, instead of
putting impoft controls on directly, to negotiate a series
of agreements with countries that exﬁort machine tooLs_to the
United States to restrain their exports té a lLevel that hg
felt would not threaten to impair the national security.

-However,.no general authority exists in the United States
to enforce these voluntary ekport restraints by requiring a
certificate at the port of entry from the foreign governmentl
that the product being ekporfed has been subjected to their
export restraint. So, fér example, when the President pﬁt a
program into effect in 1984 of voluntary exporf restraints with
respect to steel, he asked for authority from the Congress to
be able to enforce the véluntary export restraints.

Senator Roth's first suggestion is to provide, as the
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5H0use has, specif{c authority t¢ the President to enférce the
ivotuntary export restraints that He has a[ready‘platedlon
imported machine tools.

Senator Wallop. Mr. Lang, can ; ask a question?

Mr. Lang. Yes, sir.

Senator Wallop. I sense a sort of an intellectual

dyéjunct here. I don't know how you can enforce a voluntary
restraint;

(Laughter}

Mr. Lang. Oh, the problem, Senator, is that when a
foreign government signs an agreemént with the United States
to Limi; its exports to thg United States, it usually timits
those exports thr0ugh an éxpért licensing system; and that is
the product may not be expofted from a country to the United
States unless it has that export Lfcense;

Then, when the product arrives in the quted States, the
export License from the foreign govérnment is presented to the
Customs Service and they know that theAproduct has been
éxported in accordance with the voluntary export restraint.

If the document is not.avaitabte; they wong deny entry
to the product. The problem is they have no general authority
to deny entry to a‘product tBat has been exported without the
permission of the foreign govérnment; and that can frequently
happen; For example, if a country makes machine tools.that
afe.subject to the voluntary export restraint, it may Lay the

" Moffitt Reporting Associates
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product to . be exported to England, and then redirect the -
export to the United States. If the Customs SerQice doesn't
fiﬁd'the appropriate export license, under current law it
doesn't have an authority to refuse entry to the product,
even fhough it is inconsiétent‘with the votuﬁtary expért
restraint.

Senator Wallop. So, it is a sort of American voLunteef
enforcement force.

Mr. Lang.‘ Helping thé fofeign government enforce the
agreement, if you will.

Senator Wallop. .For which we bay. 'I understand what
you are tbying t6 say, but it is a sort of bizarre concept;»
but it no moré.bizarre_than some'of_the other.ones we havé
constructted in here.

(Laughter)

Mr. Lang. The second part of Senator Roth's amendment
also concefﬁs the nafionat security afea. It is intended to
cltarify that thé President's range of options for action in
the natibﬁal security area includes the authority to négotiate
voluntary export restraints; and in order to prevent open-ended
negotiations under this authority, it puts a six-month time
Limit on the negotiation of the Qotuntary export restraints
and also provides the President general authority only in
the national secgrity area to enforce fhese-vbluntary expoff

restraints. So, the effect is that, if the President wants,
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Sinstead of putting quotas on or to put duties on in order
;to pfdtéct the country against a threat of impairing the
?national security through imports, he can use voluntary
iexport reétraints rather than those more traditional trade
remed{es.

Sd, those are the five componenfs of this staff
recommended package on big subjects.

The Chairman. Let me comment particularly on Senator
Danforth's telecommunications bill, which I am co-sponsoring
and whiéh.hag bagsed this committee. I think that exemptifies
where you haVe a sifuation where we have not taken into
consideration trade, as we do regulatory things, in our

government. And I am not talking just about this

Administfation; I think that has been the history of

f{Administrations. We haven't felt it needed that kind of a

'priofity. So, aé we deregulatgd in telecommunications, we
did not do as the Japanése did, where they gave very serious
considerafion to what was going to happeh to trade and phased
it that way.

Now, we are lLooking at the same kind of a sitbation
developing %n Germany. _Noy, here we just said: Okay, fellows,
come have at it. AT&T is not going to buy any more controlled
prdducts'frdm Western Eléctric. Come in and have at phe market.

That was a time when we had something to trade for

concessions to open up their markets, so we could back more to
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something that resembles free trade; but the two were not
coupled together. So, what the objective of this lLegistation

is is to try to open up those markets, and I think it is

texcellent legistation. I am pLeased‘to be a co~author of

the bill.
Senator Danforth. Thank you very much, Mr. Chairman.
I appreciate it. This is something that this committee has

acted on before unanimbusty, and it does, as you say, deal

with a unique situation, and it is market opening; and it

provides us with the only leverage we could bossibly have
to provfde fairness in telecdmmunfcatfons.

This is identical--as Jeff Lang safd;fword for word
identical with the previous bill. And I think we should treat
it as such. My ﬁobe‘wouLd be that thg report ianguage would
be the same'as the 1985 bill, with three e*ceptions.

First, it would Update_the hi#tory of the situation since
the 1985 bill. Second, it would reiterate the committee's
intent-that( should retétiafions qr_offsets be néceséary, the
President should avoid penalizing domeéti; users to the‘extent

possible. And finally, it should clarify that the bill covers

ltrade issues involving telecommunications satellites and

related:sérvices. So, those would be my three suggestions
for the onLy.changes that Wwould be necessary in thé report
language. |

Otherwise, I thing that this is really identicat--and the
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ﬁbiLL is, in fact, identical--to what we agreed to in 1985.

ion that?

!
i
i
|
i

The Chairman. Would the Administration care to comment

Mr. Woods. Yes, thank you, Senator. We would oppose this

‘proviéion. We have got a number of concerns about it, the

fact that it is initially sector-specific. We must say in

that regard we certainty do endorse the objectives, as you

said, of what this bilt intends to do. waever, we feel it

is overly restrictive. We have to establish the objectives

‘for the negotiations up front before the negotiations begin.

- If we do not succeed in achieving all of those objectives,
there are rigid deadLinés for the:negotiations which Qould
then requirelmandatory retaliation. In other.words, if Qe‘get'
a‘good agreément that doesn't meet a[t our objectives, we would
then havé to retaliate. Most of oub‘trading partnerSf-i don't
think or bébieve—-woutd Like to negotiafe with us under those
circumstances.

We believe that the probLéms with it are as follows. It
requires mandatory retaliation. We believe it may violate the
GATf. And it subjects U.S. exporters in the‘telecommunjcations
industry to counterretatiatibns. I understand that this is a
very popular provision in this committee; so I am not taking
a popular position,'but we hope that you will consider it
carefully, and it might be a matter thét we will have further

opportunity to discuss in conference.
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The Chairman. Thank you. Are there additional comments?
Senator Chafee. Mr. Chairman, I just want to say that we

have been through this, We spent a Lot of time on this. As

lwas mentioned, we passed it in previous years. I think it is .

a good mgéSure. Frankly, it wasn't qﬁite as sfrong as the one ;

I had in a coﬁpte yeafs ago. 1 fhink it addresses a very, veryé

seQere problem that we face that we have been taken to the

cleaners on. ‘So, theréfore, I am aluays‘glad to hear the

Administratfon's views; but in this case, I think we should

note them with some concern and proceed on.
Senatdr.WalLop.' Mr. Chairman?'

The Cha{rman. "Yes, Senator Wallop?

'Senator Wallop. Mr. Chairman, as I have watched the

progress of all of this and I have listened; and I have watched

our progress in.the world of negotiations, Ivcan understand
the poLitiéaL need for rigidity. I really can, and I
understand what Senator Chafee has just said, and I clearly
understand thé nature of the problem that we face.

But sometimes, in éatisfying our political needs, we end i
up with a resolution of the trading need that is less than
§atisfactory.- I think in this iﬁstance Mr. Woods' comments i

’ o i
oughf to be Listened to by the committee. And we should weigh I
at least one more time fhe rigidity, including manaatory
deédli&es and targets, before you set out because it is in

ffrst effect an ultimatum; and it subjects us to ultimata in
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return from other countries or the same countries on other

- kinds of issues. And I don't know how one can describe then

negotiation as an ultimatum.
But more importantly, as we reach the time when the
negotiating objectives are nearly complete, in an industry

which has sore need of relief, that has 85 percent of its

rigidity of the provisions that we have, for political feésons
--and good and sufficient political reasohé-fput in place.

And I would hope that we might consider what the
Administration 1is sa}ing to gs oﬁ thfs.issue because Qe-énd
up, in manyrinstances, With Le;s ratﬁer than more,acbess.

And worse stilL, other unaffected industries becomg affected
industries, as céunferretaliatfcn arises. |

So, if there is any possibility‘within the sense bf this
committee to find a means fo avoid those kinds of uLtimé;e
confrontatfons, which end up in nobody's good, I would hope
that we would enfertain_them.

Senator Packwood. Mr. Chairman?

" The Chairm;n. Senator Packwood?

Senator Packwood. Mr. Chairman, I support this, despite
my nOrmai views on unfettered trade, because in this area we’
are_usuétty selling--almost aLwaxs seLLing¥-to government;owned
telecommunicafions systems. This is not the argument about
how farmgrs won't work for our party'if we let you séLL rice,
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or this is not the baseball argument. This is a government
that can move if it wants to move, énd by and large, it is

in an area where the ultimate users of the equipment sold do

not know whbse equipment it is, anywéy. They have no idea

if it came from Siemann's br AT&T or Microswit;h or anything
else. "They jgst want to know“if.their telebhone system or
electronic system works=-and they»are government-owned in
most areas—-—-the government can putvin whatever kind of
équipment it wants without irritating.its vofers.

And I think, in this kind of a situation, they cannot

use the arguméht of cultural identity or our people don't

want to'buy it or we have a difficult political problem;
they don't. The only political problem they have fs they

want to keep a monopoly for their'company for their country.

The Chairman. Thank you. We have now had five amendments .

that have been discussed on which we have either a concensus
or something very close to a concensus. Unless there is
objection, we wiLL'conéider the five.en block. If anyone wants
a separate vote on any one ofvthem, of counse we will do that.

Senator Baucus. Mr. Chairman?

The Chairman. Yes?

Senator Baucus. I just have a couple of questions I want
to ask Senator Danforth on this.

| The Chairman. ALL right.
Senator Baucus. One is:  When and ff our Government
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even more of a monopoly power than it has.

that is one where I suggested a clarification.

into foreign markets and so forth.

We are getting clarification on.

Senator Baucus. Thank you very much,
J

May we have a motion?

Senator Baucus. I so move. '

it known by saying "Aye."

(Chorus of ayes)

Tﬁe thairman. Oppésed?

(No reéponse)

‘The Chairman. The motion is carried. Mr.
prepared to proceed?

Moffitt Reporting Associates
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iretaliates, is the Administation under any obligation to
jconsider~its effect on the domestic market? That is, there
iis concern.on'the part of some of the "Baby Bells" for example

1t if we do refaliate, it is going to give AT&T, for example,
Senator Danforth. The answer to the question is yes, and
Senator Baucus. And the second question concerns

satellites. Because some of this has been privatized, some

of our satellite companies are meeting resistance in getting
_Senator Danforth. That is also the second question that

The Chairman. If there is. no objection to their being

voted on en block, I Wwill entertain a motion that we do so.

The Chairman. ALl in favor of the motion as stated make

Lang, are you
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Mr. Lang. Yes, sir. The next package we have to suggest,
Mr. Chairman, concerns noncontroversial tariff bills. You
have had passed out to you a Llist of these bills, which is

Labeled "Noncontroversial Tariff Bilts,' and is a number of

pages long.

The Chairman. All right.

ME; Lang. The bills.include bbth those that have been
iptroduced in the Senate as ﬁS“ nuﬁbefed bills and provisions
of Title 8 of H.R. 3, which is the House Trade Bill that
passed las£ week, which‘wé have identifieq as noncontfovérsiat.

In order to identify the bills as noncontrovers{at, the

committee issued a press Eetease a month ago--more than a
month ago; ét the beginning of April--asking for public éommentz
and agency'pomment on allt of the bills that we were aware of‘
at that timé of this nature.

Those public comments were received on May 1. The_stéff-
worked with the Administration over that weekend of May 2 and
3. The list of noncontroversial bills was handed out to
members' staff on iast Mdnday. A number of provisions that

were controversial have been rendered noncontroversial by

satisfying the concerns of the Administration or other

interested groups; and this Llist represents that process}

which, so far as we know, has no opposition anywhere.

There are several common characteristics we would Like the

committee to consider adopting, if and when it chooses to add
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the Llist of noncontroversial bills to the trade bill.

First, there is a concern in the Administration that these!

bills all have a common terﬁination date for the temporéry
duty suspensions. Most of these bills are a reduction in

the U;S. rate of dufy to zero because.the-product in question
is in short supply or isn't available at atl;in the United
States. The committee has freduently‘in the past enacted
sdch bills with different Llengths of‘dqty suspensions, and

so you end up ujth a situafion like you had last year where

you have bills expiring more or less monthly throughout the

year; and then you have a crisis near the end of the Congress

where eVerybody's'suspension is eXpiring, and you are trying
to Qet the thing through in the LlLast minute.

What we suggest is that.the date, which was proposed to
the staff by the Adﬁinistratign for the termination of the
suSpeﬁsions perm#tted Qnder this bill; be December 31, 1990.

The second suggestion we have is that all the expired
temporary duty suspensions be méde retroactive to the date of
expiration. Because of the problem you had last fall, a

number of suspensions expired; and the Customs Service was not

allowed to refrain from collecting those duties beyond a period

that is a yéar froﬁ the time when the suspension expired.

So, many people who probabLylwould have gotten an
extensfon of their duty suspensions when they.expired were not
able to get them bécause Congress didn't enact the law. Then
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ithe suspension expired; the year had passed; and the service

;began collecting duties. What we are proposing here is that,

i
i

i ' :
in all those cases, the duties be retroactively refunded to

| those people because you pfobably never intended for them to

be collected in any event.
This was true for cantatoupes-and a great vafiefy of §
products.
The third sugggstion we have concerns a bill having to

doiwith bicycle parts and tires. The bill is noncontroversial,

but it needs two amendments whfch have been agreed to by the
sponsor of the biLL,-Sehétor Glénn. 'Tﬁeffirst is to add
bicycle tires, tdbes;band.riﬁ strips'to the list of items for
dqty suspenéioh becaﬁse they are no longer made in the Uﬁited
States. This 1is already'part of the HOQse bill prévision on
bicycle parts;

And the second is an Administration concern that the bills
cross refefgnce'to the tariff schedules should be deLeted.and.
instead we substitute cross reference by scheduled item number.

Again, Senator Glenn has no reservations about that.

There are'thréevother general sugéesfions.

One of the noncontroversial tariff bills concerhs the
Nairobi protocol td the Florence Agreement. Upder the Florence
Agreement, the United States pérmits‘thé duty—-free importation
of goods for scientific and educétiénal_purposes, and the

Nairobi protocol'extended'that to goods for handicapped persons.
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Subtitle (d) of fhe House bill implementé this provision.
There is another provision of the House bill rélated to the
Florence Convention that alters the definition bf scientific
equipment eligible.for duty-free tfeatment.

This provision is controversial because a number of

hespitals in the United States feel that it would increase

their duties on scientific equipment; and we suggest that,
since the matter is controversial, you not include it within

this package. That doesn't decide the matter one way or

another; it is just that we can't assure you that the scientific

equipment portion of the Nairdbi'protocol provision in the
House bill is noncontroversial because these hospitals have
objected. Until we find out what the nature of the objection

is, we think the safest thing for you to do is to treat it

as controversial and leave it off the list.

vThere.is a proviSion'in the House biLL for which-there is

no_Senate counterpart that is noncontroversial in terms of
publicAcomment. However, the Adminiétratioﬁ within the Llast
day or two has raised the concern tﬁat the scope of the dﬁty
free treatment is too Qroad. The purpose of the ﬁrovision is
to provide duty-free tréatment for a temporéry period for
salted and dried plums. However, the provision refers to
salted and dfied plums, but not otherwise prepared. And
apparently, the Administration feels this language may be too

broad and would Like the harrouer language.
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Again, since we are not sure of the nature of thel
controversy, wWe suggest YOu take only the noncontrovérsial
part. And finally, there is a provision introduced by
Senétof Rockefeller, Sf 1091, which provides temporary duty
free freatment for glass cookware. This is the one case in
which tﬁe expﬁration»of the duty suspensions we proposed to

you would be a date other than Décember'31, 1990.

In this case, the cookware is being imported temporarily

until ‘a plant to manufacture it_is.conétructed in the United
Stafeé. That plant is to be completed by the end of 1989;
and'sp, We suggést that the cookware éro&iéion expire on
December 31, 1989; ihstéad of'December 31; 1990.

That completes all of the changes we wouLd-suggest to
the List of noncontroversial tariff bills. With thoée
phanQes;:l haye-cénSuLted with my coqnterpart, Mr. Bolten,
an& I believe we jointty recomﬁend that the committée adopt
the List with those changes.

"Senator Baucus. A;e there any comments or questions on
this package?

(No response)

Senator Danforth. Mr. Chairman, I move that these
noncontroversial tariff items be considered and apbroved.

Senator Baucus. ALl those in favor say "Aye."

(Chorus of ayes)

Senator Baucus. Opposed,,"No.“
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(No response)

Senator Baucus. The motién is adopted.

Senafor Heinz. Mr. Chairman, I have a duty susbension
that i would like to propose on a product known as 1.5
naphthatede disosianate, NDI. NDI 1s a polyﬁer base that is
used in the formation of high-stréngth'synthetic rubbers,

and it is particularly durabte. It has high resistance to

produét; that is to say, no product-that will maké similarly
durable, similérly strong, similarly res{stant_end products
sugh as automobile bumpers in this country.

And it is a very expensive prﬁduct, ébouf.$11.75 a pound;
and my amendment would suspend the dﬁfy.oa it.for the séme
three-year period that all other thiés'are being sUépeﬁded
for.

Senatbr Bauéus. Mr. Lang, do you have a comment on that?

M(. Lang. Mr. Chairman,‘as Senator Heinz said,‘this
legislation would suspend through 1989'the MFN fate'bn this
product. The chemical enters the United States with a tariff
rate of 13;5 percent ad valorem. 'The reason'it is on the
controversfal tariff List is that.a Michigan—based company,

BASF Corporation, which manufactures--I ém sorry~-the UniRoyal

Chemical Company, which has a facility in Ohio, 6pposes the

s
h

EbiLL because it makes a chemical for use in bumpers which it

! _ . , .
ibelieves is competitive with NDI. The product has a different
|§

(L s T by fian o A caryed A e
?\’fu;I‘;tz P\;‘ht): S AESCalls
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heat and water; and there is, as 1 understand it, no comparable
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1 and, we are informed, a lower price than NDI; and it may be
‘2 |l that the committee would conclude that--for that reason--the
3 | products were so different that it wouldn't take into account

4 lthe objection. But I would be remiss if I didn't tell the

5 || committee that there have been objections.
6 Senator Heinz. I think that is the issue the committee
7

ought to focus on in deciding whether it wants to adobt this
8 ||duty suspension or not; and that is whether the product {s
9 Il indeed directly competitive with the other chemicals which
10 lisell for about one-tenth the price of NDI. I think the issue
11 {é whether you can make the‘ehd product, and I would put into
12 llthe record at this point, Mr. Chéirman, a letter from-GeneraL

13 liMotors, from which I'might read one sentence, which is as

4 Il'follows. The writer, who is an engineer at GM, says:

15 |1 "My experiencé is that the'material supplied by our

_15 present suppliers-=he is referring to NDI~--is the only one
17 |'that will take the severe Loading on this part." The part
18 involved is a bumper--excuse me, a8 jounce bumper on front

19 llsuspensions for ride cushioning and energy absorption on

21 And if people are interested in the rest of the letter, I

22 |lcan read it.

23 (The Letter follows:)

.20 flarge bumps and potholes.
|
|

RN
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i firms which do produce a product chemically similar to the
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Senator Heinz. It is my belief that this really is a
differentvchemical. It produces an end product that is
genuinely bétter'and different--therefore unique; and that
the peoplé uhb say that such.a duty 5uspen§ioh might injure
.them’aré not really in‘the competitive ball game, and the
only people therefére who are injured are consumers because
they will have to pay ultimately 13.5 percent more than they
uou(d otherwise have to pay because GM is going to use--and
otﬁer’pepple are gofng to.use—fthis chemical feédstock to make
the end product, no matter what.

Senatér Packwood. Mr. Chairman?

Tﬁé Chairman. Seﬁator Péckwood?

Sénator Péckwood.. I thought Last’year UniRoyal opposed
this because fﬁey alleged they made a chemical competitive uith?
this. Am I correct in my memory or not?

Mr. Lang. Yes, sir.

Senatof Packwood. .Is this the same issue revisited?

Senatéf Heinz. It is, and I think we are a year later;
and the fact is that GM still uses this higher priced product.

Senator Packwood. And UniRoyal still contends that this
is competition'with a p?odUct that‘they are making?

Mr. Holmer. That is correcf, Senafor Packwood. It 1is

!a faCtuaL discrepancy, as I understand it. The Commerce

t
i

Department experts believe that there are several domestic
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product for whjch the dut} suspension is sought. And for that
reéson, the Commerce Department and the Administration oppose
the amendment.

Senator Heinz; May I ask you a question on that?

Mr. Holmer. I have already given you'just abouf all of
the information I have.

(Laughter)

Mr. Holmer. ~But go ahead.’

Senator Heinz. Is it simply because of the molecular

similarity, or is there a claim in addition by Commerce that

the uses indeed are virtually identical? In other words, are

'they making a chemical judgment or aAuser-fhiendLy judgment?

Mr. Holmer. Senator, I WbuLdILike to.introdUCG you to
Barbara Steinbock, who is the tarjff wizard at the Commerce
Departhent.and can address that question."Barbara? |

:Ms. Steinbock. Senator, ﬁy understanding.from our
industry expertsAis that they belieQe that there are similar
uses, and their anaLysis.Leads them to beliéve that the pfice
differencesvare not as great as has.been claimed, thét they
are in close competition. |

Senator Heinz. According to tﬁe information I have, the
price per pound of NDI is $11.75. On the competing chemiﬁals,
which are referred to ;s MDI and TDI--thank heaVéns—-the

prices are $1.05 and $1.25 per pound respectively. Are you

i saying that the price differences'are not nearly that large?
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Ms. Steinbock. M} memory=-and that is what I am talking
from at the moment--was when our industry analysts did the
analysis, they did not compLetely agree With the pricé
differentials that were given fo us. There is a price
diffefential; they do grant.that.

Senator Heinz. Is it a sgbstantial’price differential?

Ms. Stginbock.. They didn't believe that it was as

substantial as --=

Senator Heinz. I understand it is not as substantial, but

the differénce here is $10.00 or $11;00; énd when you are
saying it is not aS'substantiéL,bwould'it be $8.00 or $9.00?
Instead of it being 1000 perceni, if might be 800 percent?

" Ms. Steinbock. I couldn't say. |

Senator Heinz. WOula Commerce change its position-ﬁf
Cpmme}ce was satisfied that the end uses as a practical matter
were nbt competitfve, thaf.there really are certain things
that could not be well made oﬁt of WDI that you just could
not make properly out of the competjng products?

Ms. Steinbock. The analysis that we looked at was not

totally whether there were some end uses that the other chemical

could not be made into, but whether or not there were similar
uses that they could be; and how you differentiate that on

an import as to what the end use is, the Administration is

?very much opposed to putting end use provisions into the

itariff schedule.

H
f
"
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Senator Heinz. Is opposed to doing what?

Ms. Steinbock. Putting end uée provisions in. And if
the--1 have my iﬁitiaLs mixed up, Senator --

Sehator Heinz. -Am I proposing to put in --

Ms. Steinbock. What I am §aying is that when we analyze
this we.not oﬁly Look at whether or not there are products
that the subject chemicét could be made into that are not
Like anything elsé) but whether, in additfdn, they are end
products that are like something else.

Sénatof Héinz. ALL right. Thank you very much. I hope
thé commfttee might.adopt this amendment because I think there
is a good case.

'The_Chéirman. Senator.Pagkwood?

Sehatér Fackwood; Can I ask Kérén Phillips a duestion
on this? ‘Tﬁe 5nformation I have is that there haven't been
many combanies contactea on this. You have BASF Corporation
in Mich{gan thaf wants it. "You have got Mobay Corporation of
Pittsburgh that wants it; You have got UniRoyal opposed to
it on the argumeht that_it isbnot fair, that they are indeed
making a competing chemiCaL.' And we have no hearings or
information or anythihg else on it. The Administration

opposes it.

I just have a misgiving about what obviously appears to

i ... . . . . .
ibe a division within the industry where ‘it gives you the

i
i
i
N
H
{

himpression that it is designed to favor a couple businesses

H
I
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over another competing business,,and'that seems to be the
" conclusion the Administration has drawn in past years=-not
just then, but now. "I have just given you the sum total of
what I know, but I have a creepy feeling that somehow this
is an internicine between the industry with some to be helped
and some to be hdft. I would oppose the amendment.

Senatpr Heinz.: Mr. Chairman, just one point I would say
fo my friend frém Oregon. :ALL we are probosing is a two-year
suspension, and I doubt the world is going to come to an end

in two years. You are probably right; it is an internicine

one might ask is: If you are going to err, is ft better to
err on the side of the consumer or on the sidé of a'producér?

In this case, I think the merits come dan sufficiently
that we ought to err on the side of the consumer.

Senator Rockefeller. I Qould associate myselfluifh the
remarks of the Senator from Pennsylvania.

The Chairman. Senétor Packwood has asked for a vote oﬁ
this. Are ybu prepared to offer it?

Senator Heinz. Yes.

The Chairman. Do you so move?

Senator Heinz. 1 so move.

The Chairman. ALl in favor of the motion as stated make

?it known by sayinQ “"Aye."

{
!
¥
| (Chorus of ayes)

I :

i . . ‘
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The Chairman. Opposed?

(Chofu§ of noes)

The Chairman. The ayes appear to have it. The ayes have
jt. The amendﬁent is carried.

Sehator Heinz. Thank .you, Mr. Chairﬁan.

Senator burenberger. Mr. Chairman?

The Chairman. Yes, Senator Durenberger?

Senator Durenberger. Thank‘ydu very much, Mr. Chairman.

I héve two smail ﬁatters. The first one on the Llist in:
front of you is S..956 6alLed the Tariff Classification of
AWA Paper, which is used in thé'préduqtioh of reverse osmosis
filters; and the filters are used in the process of making
potable water'from seajwater or brackish groqnd water.

For certain purposes, a Minnesota based company--and I
think it is the only one in»the country-=is usfng a lower
grade‘domesticélty pfoduced product, except for burposes of
reverse osmosis filfers, where the company must impdrt AWA
paper ffom Japan.because if has not prnd a qualitatively .
equivalent substitute in the United States.

The company has preferred a domestic supplier because of
the convénience that would provided.‘ It has tried
Unsuccessfully aﬁd continues to try to cultivate a domestic

source. It has sent specifications to the nonwoven textile

iindustry association on two occasions. It once had a company

which was attempting to do thendevelopment of a product tike
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this in the United States; it couldn't satisfy the constituent
standards, and so that company has given up the research and
deve lopment efforts.

'The problem is this. AWA was recently reclassified by

Customs as a nonwoven textile with a 12.9 percent ad valorem

blus two cents per pound. It is also subject to textile import

quotas. This reclassification is what has threatened the
availability of supply for the Minnesota company.
My amendment is very narrowly drafted. It reclassifies

and then suspends the duty on AWA paper imported for use only

'in the production of reverse osmosis filters. Mr. Chairman,

it is our belief-that.AWA paper‘was_incorcéctly classified

as a nonwoveﬁ textile based on the length of the constituent
fibers in the fittgr, :ANA is, in fact, comprised of polyester
fibers>bounded with.a resin, and the §tahdard.for determining
nonwoven fibers,is based on.thé length of wood pulp fibers,
not synthetic fibers.

So, I would suggestnthat my améndmen§ doesn't compromise
in any way the ability of the United States to negotiate 1in
the textile area because it is not a textile problem. I
wdutdkalsd suggest--and the company represents——-that there is

- )
a substantial export market for reverse osmosis filters, which

again are used in creating or processing potable drinking water

from sea water or brackish water.
So, the amendment 1is aLsoldeSigned to facilitate domestic
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expofts.

Senator Chafee. Mr. Chairman?

The Chairman. Yes, Senator Chafee?

Sehator Chafee. I don't know how many we have Qot, but
we aré getting into very,.very complicated industry-spe;ific

matters that none of us know much about and I guess most of

f'us care less about.

Sénator Durenberger. This one is real simple.

Senator Chafee. Are there a series of these? -If sb, we
ére going to be here all morning-—welt, way beyond all morning.
Is there any hay of kind.of chanheling‘these {n some
direction?

'Thg Chairman. As I said; éenator, we have worked very
hard at getting the major amendménts through; and I think we
have made reﬁarkabte progress. But then, we finally get to
a number_df mOfé or less independent amendments, and i don't‘
quite kﬁow how you cﬁannel those. We have been through those
that we felt we could develop a concensus on, and we have gbt
those out of the w;y this morning.

And we have taken a couple that we didn't have a total

\
concensus. Now, I think you just have to kind of plow through

them. I don't know another way to do that.

Mr. Lang. That is right, Mr. Chairman. We think the List

"2z “is not very long.

Senator Chafee. Could you give'us a rough estimate as to

Moffitt Reporting Associates
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How Ltong you think the Llist is?

Mr. Lang. We think there ére'only about five of this
nature;'and thén, there are a number of somewhat Laréer scale
pblicy issues that are free standing amehdmentsF-perhaps ffve
or six.

Senator Cﬁafee. I know that we do have some big
amendments here to deal with.

The Chéirman. would you comment on Senator Durenberger?s
amendment?

Mr. Lang. Yes. Mr. Chairman, Senator Durenberger's

description of the situation is the same as ours. These

membranes were invented 20‘6r'30 years ago to allow certain E
substances through the membrane at the microscopic level and

not out of their substances; and one of the applications is

water purification. The problem is that the product is in
the textile schédule.
The House bill has a similar provision that is a

temporary suspension and does not change the tariff_

object primarily because of the precedent it might set for
the reclassification of other products that have a textile §
nature to them. The Administration's position, as we understand

it, is that they oppose Senator Durenberger's prbposat because

iof the permanent change in tariff classification, because of

ithe reduction--which they feel is inconsistent with the
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Administration textile program--and wouid‘etiminate the import
restraint on the product.

Maybe fhe'AdminiStrafion has an intérmediate position;
I am not sure.

The Chairman. Dees the Administfétion have comments on
this proposal? »

Mr. Holmer. Yes, Senator Bentsen. We oppose this
amendment because it does, Qe believe,~provideian exception_

to the recently negotiated textile agreement that we have

with the Japanese.

Senator Durenberger.  Mr. Chairman?
The Chairman. Yes, Senator DOrenberger?
Senator Durenberger; I don't know how temporary temporary |

is, as in the House version; but I did indicate the efforts

{ithis company is undergoing to try to find a domestic supplier.

And I am cdncerﬁed;.obviously, abeut setting precedent in the
textile area} and Ivdon't want to set precedent in the textile
area, and that is why 1 die it narrowly. But I upnder if we
might accept a ;hree-year suspensidn rafher thaﬁ a permanent
suspension end trust that.tﬁet doesn't set the precedent and
maybe gives us some time.
Mr. Lang. Senator Dufenberger, anortunately I stand

corrected. The House proyision~evidently i; not'the same -type

pos{tion is that they oppose even aitemporary suspension.
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Senator Durenberger. Then, let me suggest without_
precedent in the House bill, that a three-year suspension
rather than a permanent suspension of the duty on ANA paper
imported for usernLy in the production of reQerse osmosis
filters.

The Chairman.  Are thére further comments?

Senator Packwood. I just have a question. David, is
thi§ just one company that dbes this? .Are there a Lot of
companies that do this? I am unfamiiiar with the whole
process and the product.

- Senator Durenberger. My understanding is that, right now,

_this is the dominant company. There are others getting into

‘this business because of the potential that it has for creating

more potébté water supplies; but. right now, it is apparenttly
the dominant company in the United States.

Seﬁator Packwood. i kind of share John Chafee's views
about getting into specific undoings of either commitments
or agreements or doing something‘for some indusfry thét I
can't quite»put my finger on becaQse it is all new to most
of us.

Senator Durgnberger. The problem is more the one stated

here at the table, that it starts the possibility of setting

ia precedent for exceptions in the textile area; énd apparently,'

the objections are coming from the textile industry, not from

anybody in this particular line of the business, as I
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undérstand it.

Thg Chairman. Let the record show that the heads were
nodded affifmatively;

(Laughter)

Mr. Holmer. We agree with the statemént that Senator
Durenberger just made.

The_Ché{rmah. ALL right. That is Mr. Holmer and Ms.
Ste{nbéck. Are there any other questibns én this one?

kNo résponsé)

The Chairman.‘ Do you mbvé it, Senator?

Senator Durenberger. Yes,'Mr; Chairman.

The>Ch$irman. The'motiqn has been made. VIs there
§ue§tion?

(No hesponée)

it known by saying "Aye."
.Seﬁator_burénSerger. Aye.
The Chairman. Opposed?
‘(Chorus of noes).

The Chairman. I think we had better have a division.

of hands.

(Show of hands)
The Chairman. 0Opposed?
(Show of hands)

USSR U SRR
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The Chairman. ALL in favor of the motion as stated make

ALl in‘favor of the Senator's amendment make it known by a show
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The Chairman. The motion is carried.

Senator 6Qrenberger._ Mrf Chairman?

The Chairman. Yes?

Senator Durenbgrger. The second is a very brief
ahendment; and --

The Chairman; ‘Senator; how many mére?

Senator-Durenbefger. This.is it.

The Chairman. All right.

Senator Durenberger. And 1 pnomisé not to vote more
than once on the next one.
(Laughter) .

Senator Durenberger. This relates to a matter that has

been before us on the tax bitl, altthgh‘I think it is more
appropriately‘a trade issue. Lést yeaf we ;ightehed the rules
for allowing ethanol prbduced in the CBI'countries or iﬁ U.S. .
insular possessions to come into fhe United States duty-free.
As a result of the tightehing of the Law, ethyl alcohol
may be admitted into the U.S. duty-free only if it is an
indigenous product of a U.S. insular hossessioq or CBI

beneficiary. Otherwise, we have the 60 cent per gallon duty.

|

- The provision was included in last year's House trade bill.
i

It is also included in last year's tax bill along with a

transition rule that exempts three companies from the
frequirement in 1987 and 1988. One of these companies, Allied,

ﬁis located in Minnesota. It has already spent several million

I .
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dollars in purchaéing,atl of the.ethanol distilling equipment
necessary to set up a plant in Jaméica, which had received
preliminary approval. After months of protracted neéotiations
with the Jamajcan govgrnment,'that government 5nd my4
constituént could not reach aﬁ ag}eemént. As a matter of fact,
Jamaica decided to go into this bu§iness themséLQes; |

The deéL fell aparf. My constituent has now entered into
negotiations with the government of the Virgin_IsLands, one_of
tﬁe insular possessions, not a.CBI cduntry, to set qb an

ethanol facility there. There is provision in the language

allowing another company to operate in the Virgin islaﬁds. Since
my conétituent was planning on operating in a CBI country and :
hot the Virgin Islands, he can't‘take édvantage of fhe' i
temporary exemption included in last year'; tax bill.

So, my amendment would allow Allied to set up.its‘fatipity
in an insdtar possession, the Virgin IsLands.v There are no

revenue implications to the amendment since the transitional

exemption allowed that each company could only export 20

million gallons of ethanol per .year. So, it is in effect

taking last year's provision and one of the three exceptions,

Allied --
The Chéirman. You aré istand hopping; is that if?
Senator Durenberger; Yes, you have it. Wé are island
hopping.

Senator Packwood. Mr. Chairman?
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The‘Chairman; Senator Packyodd?

Senator Packwood. _I_had some question last year about
the whole ethanol grandfathering pfocess for all of these
plants, a§ you are well'éwafe, but I think Senator
Durenberger'$ case is fair. Forgetting my 1initial feelings
aboqt the whole issue, He is ho£ asking for an} different
exception;‘and he hasAgot a legitimate case. His company was
grandfathered Last year, and this is simply moving it onm
one place to ano;her.

The Chairman. Mr. Lang, do you have some comments.on'it?

Mr. Lang. Yes, Mr. Chairman. fhis,is:a trade matter
even though.jt was on the tax bill. Senator Dole was véry
;oncerned'abﬁut thﬁ; jssde, and I dbn't know what his view
is on this amendment; but Senator Durenberger has explajned it
‘accurately, I think. But let me.just run through it to make
sure that we areAbofh talking about the same thing.

Senafor quenberger.' Yoh always do it more succinctly,
Mf. Lang.

Mr. Lang. I haven't seen a piece of paper on this. What
the basic provision was on the tax bill last year was that
the process of merely dehydrating ethanol in CBI countries
would not quaiify the productvfor thevzero du&y CBI benefit.

However, for those companies who had previously made an

tinvestment, relying on the law that gave the CBI benefit to

idehydrated ethanol, they were grandfathered. And the amount
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of the ethanol that each of those plants could produce was
specifically grandfathered in gallonage terms, so that the
grandfather couldn't be expanded endlessly.

And one of the companieé that benefitted from that was
Allied ethanol. However, at that time it was anticipated
their plant would be Located in a CBI‘beneficiary country..
Apparent(y, as it turns out, they are not for some reason
abLe‘to Locate {n ohe of those eouﬁtries; but they are abLe
to locate in an insular possessfon, the Viréih Islaﬁds.

The rules of origin for the Virgin Islands are

techn{cally slightly different, but they work essentially in

the same way. The same ruling would apply to those rules of

origin as apply .to the‘rules.of‘origih of the‘CBi; and,
therefore, our underetanding-of thevamehdment and'fhe.way we
wputd draft it, Senator Durehberger,~is to'simply;make the
benefit availabie for the same class ef product and the same
grandfathering Language from the iasutar possessions as
well as froﬁ the CBI countries.

I bepieve that abcomptishes yeur purpose.

Senatqr Durenberger. Thank you very much, Mr. Chairmaa
and Mr. Lang.

The Chairman.‘ qus the Administrafion_have a comment?

Mr. Holmer. No objection, Mr. Chairman.

The Chairman. ALlLL right. Is there a motion made to

‘that effect?
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Senator Durenberger. I so move.

The Chairman. ALL'rightf ALL ih favor of the motion
as stated. make it knéwh by saying "Aye."

(Chorus of ayés)

The Chairman. Opposed by a similar sign.

(No response) |

The Chairman. The motion is carried. Senator Danforth?

Senator Danforth. Mr. Chairman, I would Llike to raise
at:this time the TV picture tube issue. .This'is an issue
which was addressed in the House bill. It involves the
importation of television tubes. There is-a 15 percent duty
6n TV tdbes; and tHere is a five percent on duty on importing
unassembled TV parté. A'Japanese’telévision manufacturer,
Métuéhita,_has been sending its teLevision tubes to Mexico,
putting_the tubes in boxes with parts, and thén sending the
box wjth the tube and the parté as a kit into the United
States under a five percent duty, thereby circumventing the
15 percent duty on the tube;.

S. 519 would close the LoophoLe by clarifying that the
treatment of sending in unassembLed teLevision parfs including
the tube would beltreated in the same way as though the tube

were sent in by itself. Sinqe 1981, thevimportation of these

The bill that was introduced in the Senate, S. 519,

provided an exception for television sets that_ were smaller

Moffrrt Reporting Asseciare.
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than 12 inches--tubes that were smaller thén 12 inches--because
they are not made in the United Stateé. The only known
controVersy'in the Senate is‘uhethgr there should also bé
an exemption for.tubes that are 30 inches and larger.

éenator Pryor has taken the position that 30 inch and
larger tubéé should also be exehpt. The House bill deals
with.this issue and does include fhe~exemptions for. 30 inch

and larger tubes; and therefore, if we adopted the House

Theréfore, Mr. Chairman, I would suggest that we do
agree to tﬁe Hquse fanguage. It_is my undefstanding that the
Administration does support this.

Mr. Holmer. Thét %s,cofredt, Senator Danforth.

Senator Danforth. Mr. Lang, am I correct in stating
Senator Pryor's position? : ‘ - | i

Mr. Lang. Yes, s%r. My understanding from his staff is
that you will - exempt tubés over 30 jnches.but does not include
under 13;.is that right? It does not'incLude under 13.

‘Senator Danforth. It.is the same as the House bill.

Mr. Lang. Oh, all right.

Senator Danforth. ‘Which is 12 and under and 30 and over. ;
Less than 12 is exempted and 30 and oVer ié exempted.

Senator Wallop. Is thefe not sémg employment connected
with the assembly of_kits?

'Senétor Danfofth. There is some employment connected with
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the assembly of kits, but it is beLieved that there would be
higherlemployment in the United Stétes if tﬁis were agreed to
since there wouldn't be‘the ciréumvention through Me*ico. The
TVs would be assembled in the Unﬁted States.

Senatof Wallop. Aﬁd 15 percent makes a more competitive
base than the five percent with the.employmeht --

Senator Danforth. Tﬁe tubes are going to be importéd
anyway into the United Staﬁes; and the question is are they
imported and all the value added in the Unitéd State;, or
are they imported through'Me§ico wﬁere certain parts--the
chassis and the control panel--are asseﬁbled in Mexico and
added to thé.sets.

Mr. Lang. Mr.<Chéirman, we understand from Senator
Pryor's staff that they worked with Senator Danforth's sfaff
last night and agreed to accept the House provision bn-this
subject. So, while Senator Pryor iSn't.here, his staff did
tell us that he had no objection to the amendment as Senator
Danforth has presented it.

The Chairman. Are there questions concernjng it?

(No resbonse)

The Chairman. If not, do you move it, Senator?

Senator Danforth. I so move.

The Chairman. ALl in favor of the motion as stated make

‘it known by saying "Aye."

(Chorus of ayes)
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The Chairman. Opposed by a similar sign.

(No requnée)

The Chairman. The motion is carried.

Senator Moynihan. Mr. Chairman?

The Chairman. Senator Moynihan?

Senator Mdynihan. Mr. Chairmaﬁ, I woOLd Like to offer
again a'provision that is in the Housé bill that has been
independeﬁtly introduced here as Senate 896 by other Senators
and myself, énd I think it has the support of a number of
members of the committee. This is ;imply a.provision on
the time period in which sugar refiners--u.s. sugar hefiners—-
can receive the exporf refunds whiqh Fhey roQtjnety get for
éugaf broughf in, processed, and exported.

The imposition.of quotas interrupted that sequence and
such that fhey have acquired what would have been entitlements
they can't use, given the time period, and Mr. Lang ié nodding
fn seeming awaréness. This would extend fo,1991 the right
to receive export refunds on duties paid between 1977 and
1985. 1 think this is a straight-forward métter. It is a
question of equity to the refiners. It is a matter which is
much supported by the Caribbean nations, the Dominican

Republic in particular, and the American cane producers seem

iequally supportive. It is an issue of maintaining an American
.refining capacity, as I understand.

I would ask Mr. Lang to comment and, of course, Ms.
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Steinbock and Mr. Holmer.

Mr. Lang. Senatpr, as you éaw, drawbéck is allowed by
current law, that is the Eefund of duties for a product
manufactured in the United States. The question here.is.
how long after the importation do ybuAcontinue to aLLQw the
drawsack? Ih this case, in order to keep the fefinér%es
in business, you have to allow allbnger period of drawback

because the price has been so low internationally.

And our understanding is that the growers of sugar support

the provision, as well as‘fhe refinérs.

Senator Moynihan. The domestic groweré.

Mr. Lang. The.domeSpic growérs, fér tHe reason that it
will keep the refineries in business.

Senator Moynihan. Yes; i

Mr. Lahg. Our understanding is that the revenue effect

would be $35 to 340 million.

The Chairman. Are there other questions concerning this?

Mr. Holmer. Mr. Chairman?

The Chairman. Yes, Mr. Holmer?

Mr. Holmer. The Administration opposes this. The revenue

-

estimate that I have been provided by the Treasury Department
and OMB is $200 mfllion of potential revenue lLoss. There are
very significant administrative problems for thé Customs
Service when the} attempt to draw back the duty many, many

years after the duty was originally paid.
Moffitt Reporting Assuciates
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And there is a very significant question raised as to
whether or not this duty drawback is an unacceptable export

subsidy and therefore may. violate the subsidies code.

The subsidies code says that you can have a drawback

within a reasonable time period, hormally not to exceed two

years.' And the drawback period contemplated'by the Moynihan
amendment is--I have heérd 12 years. I am not sure of the
precise time4period,.bﬁt it ié_substantially.in exdeés of
two years.
Senator Moynihan. It allows refunds until 1991.
Mr. Holmer. But going.back?
Senator Moynihan. Back to 1977.
Mr. Holmer. So, it ié 14 years.
Senator Moynihan. But this‘was in a period when the
normalifefunds were simply not available to the refiners.
The Chairman.i Are there fufther questions concerning it?
(No respongé)
The Chairman. Do you move the amendment?
Senator Moynihan. I move the aﬁendment, sir.
The Chairman. The amendment is moved. All in.favor of
the amendment make it known by saying "Ayé."
(Chorus of ayes)
" The Chgirman. Opposed?
(Chorus of noes)

The Chairman. Does the Senator request a division? The
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if I may.

The Chairman. All right. The clerk wiltl call the roLL.

The Clerk. Mr. Matsunaga?
fNo response)

The Cterk. Mr. Moynihan?:
Senator Moynihan. Aye.
The Clerk. Mr..Baucus?
Senator Baucus. Aye.

The Clerk. Mr. Boren?

(No response) |

The Clerk. Mr. Bbadte;?
Senator Bradley. 'No.

The Clerk. ME. Mitchell?
(No response)

The Clerk. Mr. Pryor?

(No response)

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

The Clerk. .Mr. Rockefeller?
Senator Rockefeller. Aye.
The Clerk. Mr. Daschle?
(No response)

The.CLerk. Mr. Packwood?

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

Senator Packwood. No.

The.Clerk. Mr. Roth?

(No response):

The Clerk. Mr. Danforth?
Senator Danforth. - No.
The Clerk. Mr. Chafee?
Senator Chafee. No.

The Clerk. Mr. Heinz?

Senator Heinz. No.

The Clerk. Mr. Watiop?
Senator WaLLop; No. : : ; !
The Clérk. Mr. Durenberger?

(No response) i ' ' :

The Clerk. Mr. Armstrong? - ' | !

. Senator Armstrong. No.
The Clerk. "Mr. Chairman?
The Chairman. Aye.

The Clerk. Five yeas, eight nays.

Thé Chairman. Do we have further amendments to offer?

Senator Baucus. Mr. Chairman?

The Chairman. Yes, Senator Baucus?

i Senator Baucus. Mr. Chairman, I have an améndment to :
include lamb in the U.S. Meat Import Act. fhe point of the

lamendment is to protect the lamb industry in this country from
i
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surges that this country has begun to experience in fhe Last
couple of years in large part becau;e Lamb production is
given favorable treatment, usually in the form of subsidies
in New Zealand and also in Australia.

The fact is that lamb was inclﬁdéd in the Meat Import Act
I think in 1979,'but it was taken out #ecauée Lamb imports at
that tiﬁe were so inconéequential; it was‘about one percent

p

of the American marketvand beef was about 10 percent.

The feeling was--as I understand the view of some of

the sponsors at the time of the Act--that if in fact imported

Lamb became é very large bart 6f domestic consumption, it
would be included back into the Meat Import Act.
The floor we are Setting on this amendment is extremely

liberal, that is, I think the four-year average of Lamb that

was imported into the United States—--that is the last six-year

average--was about 24 million pouhds. The peak was 27.8
million pounds. The floor that is provided in this amendment
is hiéher than that; it fs 28.5 million pounds, and it allows
for expan;ion, too,'just as the U.S. Meat Import Act does.

In addition to that, as a practical matter, importers
wogUd get 10 percent more, which is the cQEtdmary practice,
for VRAs under the Meat Import Act. i think it is amendment
frankly whose time has come because lamb was included at one
time under the Mgat,Impbrt Act.

Senator Wallop. Mr. Chairman?
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The Chairman. Are there comments on it? Senator Wallop?

Senator Wallop. Mr. Chairman; I wanf to first make it
known that I am cosponsor with Senator BaUqus on this thing;

but second, I think it is important to reemphasize two

points}' One, its purpose is to prevent a surge; had the quota

been in place last year, it would have set the quota Level.
at 29.1_miLLion pounds, and only 2?,8 million pounds were
actQaLLy importéd. But they are threatened by imports by
surges in the market. Right at this mohént in timé through
January, there is a 66 percent increase in lamb imports.

Who kﬁoﬂs really whether the 66 percent wou[d maintain
throughouf fhe yéér? I don't beliévé that ahybody believes
that {t'woutd; but. it wou@d make certain in our domestic
market.that the futures and all kihdﬁeof other things,.thét
the projecfgd in;reage of 66 pércént wouldn't destroy the
domestic market even though it werebnever reached for fhe
entire year. The quota, a§ Max says, is higher than we have
been impofting. It is really just to provide a level of
stability_within the domestic sheep producing market, and I
would hope that we would support it.
| .Senator Packwood. Mr. Chgirman?

The»Chairman. Sénator Packwood?

‘Senator WaLLopf It is also not GATTfiLLegéL under this.

Senator Packwood. As a matter of curiosity, can the

Administration tell me whether or not our balance of trade with

L&
[
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Ausfratia and New Zealand is plus or minus?

Mr. Holmer. We will check those statistics, Senator.

I am told Auéfratia is positiVe. We are cheéking New
Zealand.

Senator Packwood. Mr. Chairman, I ém going to oppose the
émendment. It Lodks.to me, over the years, that the importé
have been very sensitivebfo market forces: 'They were-at.14
percent at one stage; they droppedvto five pércent.in 1982.
fhey are up to about 1b'percent Now.

Buf 1 don't.think the casé isvmade, eSpeciaLly--and I
think‘New Zealand wiLL.be pos{tive unfe;s.i.am miStakenf-the
th countrieé'that we have poéjtiveibalqntes of trade ﬁith,'
‘they have to sell us somethingjand théy_aEe goihg to try to
get their tréde deficifs down. The whole point of our bill
has been trying soméhow to open foreién markets so we can
sell things. Heré, Qe are takfng two cbuntries that are
reasonable allies and sayiné,we are going to Limit their acﬁess
to our market and further exacerbaté your deficit balance of
trade; and I think it is pfobably an‘unuiﬁe policy.

Senator Wallop. Mr. Chairman, if I may respond to thét?

Again, the quota is set higher than any current or

projected levels of import. The basis of our proposition is

‘to prevent projected increases from destro&ing a domestic

1

il : .
imarket. We have had lots of talk in this committee about the

commodities market and futures market, as to whether or not

i
.
t
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they have an effect on the production end of the livestock
business} and they do. And the futures are highly sensitiQe
to surges LlLike this 66 percent increase id January; but if
you look at where the level isAset, it is higher than their
curreﬁt.imports; it is adjustable upward by its formuLa,»and
ft is not meant to be protectionisf other than the fact of
the stabilify based on speculation pf the domestic market.
Senator Bradley. Mr. Chairman?

Thé Chairman. Senator Bradley?

Senator Bradtey. When was the current qubta on red meat

installed?
Mr. Lang. Senator Bradley, the Meat Import Act was
enacted in 1979, I think, or 1980. Previous to that, we

had had a --

The Chairman. We had a major change'in it in about 1979

when we put the countercyc(ical in, as i recall.

Mr. Lang. That is right, sir. That is what I was
thinking of.

Senator Bradley. And what this amendment does is extend
that to lamb;-the quota to lamb? Do you have-a quota on
Lamb now?

Mr. Lang. No.

The Chairman. And further, Senator Bradley, I think it

iwas 1964, the basic Act.

3
it
i
'
vI
|

I-
H
I
1
i

Senator Bradley. This would extend it to lamb?
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Mr. Lang. _Except as we understand it, it would not be
under the Meat Impobt Act; it wouLd create a separate Llittle-
meat import act for Llamb.

Senator Bradley. I see. 1Is it the opinioh of Mr. Hoymer
that this is GATT-legal?

Mr. Holmer. If the quota had any bite, and if it were
to limit imports, it is our view that it would be GATT
illegal and could trigger retaliation against U.S. exports.

Senator Bradley. It would be GATT illegal?

Mr. Holmer. " If it triggered restrictions on imports.

Senator Bfadley.. Mr. Chairman, I th{nk the point.that
Senatdr Packwood made_ié a good ﬁne. I have some concern

about it being GATT illegal. In addition to that, I have

some question as to whether domestic producers are as efficient'

as they-could be and if other consumers'aré going to end up
baying the pfice here.

The Chairmén. Are there further comments? Senator
waLLop?: |

Senator Wallop. I would contest two statements that
were just made, and I am not a protectionist, as the committee
well knows; but I don't see how-- First, let me say that I
don't see that it sets up a mini.meat import act. Itvexpaﬁds

the Meat Import Act to include lamb. The Meat Import Act has

ifbeen in place for 23 years and, to my knowledge, nobody has

Esaid it is GATT illegal during that 23 years. Nobddy has

o v, :  CCC il o
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contested.it, and I don't see anybody contesting.it én this
basis.. That seems to be something drawn out of the sky for
this punpose.-

Mr. Holmer. it is my understanding, Senator Wallop,
that the Meat Import Act has not had quota Llevels that have
had any bité_to them; and, therefore, there hasn't been a
chalLenge as a fesult of that.

Senator waLLop. Then, let me just sugéeét to my ffiend
from New Jersey and Mr. Holmer and the cbmmittee that this
thing which sets the Lamb'import gquota at ‘higher than the
bégflihport duota-fand Americans ar§ not kndwn to ge
principally Lémb éaters--thét_it.is not likety to haVé that
same kindlof biie. What we are tryiﬁ§‘to do is to avofd the
speculative coﬁsequeﬁces of this 66 percent surée bf imports
in Januéry'ﬁeing‘projected throughout the year and driving
down the domestic price--a basis that has nothing to do
with efficiency, Senator Bradley. It.has.onLy to do with
speculation.

Mrf Holmer. If I cou(d, Senator Wallop, there 1is one
misimpression that I think I may have left with the'committee;
and that.is that it is not that the meat import quotaé didn't
have any bite. It iS»fusf essentially that, when they did,
we were able to strong-afm the countries that wefe adversely
impacted into accepting'votuntary reétraint agreements on

their exports to the U.S.
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.Senator Danforth. Mr. Chairman?

The Chairman. Senator Danforth has been seeking
recogn%tion.

Senator Danforth. Mr. éﬁairman, 1 know»that Senator
‘walpbp isn't a protectionist, but this is a.protectionist
amendment, of course; it i; a sgctoral-specific quota.

Now, my understanding §flthe problem here is that the
ﬁeat.Import Act'antedates the Generét Agfeement on Tariffs
aﬁd Trade.

Mr. Hélmer. No.

Senator'banforth; It does not? My understanding is that
it haé been.vieued by Australia.and New Zealand as beihg
grandfa{hered. Maybe it isn't legally, but it has been
around for a Llong time.

Mr. Holmer. I_don't believe so. As I recall the date .
was either 1962 or 1964 Qhen the Meat Import Act was first --

Senator Baucus. 1964.

Mr. Holmer. But there have not been situations where a

trading partner felt that it was compelled to go to the GATT --

Senator Danforth. My understanding is that it is
administered under Section 204 of the Agriculture Act of

1956, and that it has been viewed by‘AustraLia and New Zealand

jas being grandfathered for that reason, whether or not it is

ﬁtegat[y grandfathered, énd that a concern is that if Lamb were

ﬁcovered under the same Act, the effect of that would be to open

1
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up fhe questioh of other kinds of red meat imports and that
thé position could be taken by New Zealand and Australia that
the whole Meat Imporf Act QioLatgs GATT.

And therefore, they would take us to GATT for the wholé
thing, that it wou(d be a.reaL'Pandora's box.

Mr. Holmer. I am not certain of that, Senator Danforth.
Section 204, if %f was enacted in 1956, that was subsequent
to the GATT.in.194?.l I deLd‘prefer not to state fo the

committee in public session what I think the outcome would

be if a country were to challenge us under the current Meat E
. . . . |
Import Act in the GATT; but if my eyes can say no-no, they i

would say it.

The Chairman. I think you have said enough, Mr. Holman.
‘Senator Baucus. Mr. Chairman?

The Chairman. Yes, Senator Baucus?

Senator Baucus. Mr. Chaifman, first of aLL, I would Llike
to ask Mr._HoLmer‘or anydne:v,ln the 23 years that the Meat
Import Act Has_been %n effect, has.it evef been challenged by
any cogntry as being GATT illégal?

Mr. Holmer. My understanding is that it has nbf been

challenged.

1

Senator Baucus. That is correct. And isn't it also true

‘that during the time, say 1979, when we passed the Act, the

EAdministnation then said it would be challenged, there would

libe retaliation? You may not have been around at the time, but

5
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i
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i
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it is my understanding that that was the exact charge that
the Administration made at that time.

Mr. Holmer.> That hay be. I am not sure, Senator Baucus.

Senqtor.Baucus. “The fact.is ﬁhat, in the 23 years that
the Méat'Import Act has been in effect, no country has ever
challenged it as beingAGATT ilLegaL.

Now, if I could cLarify a misunderstanding that I think
the Senator from Missouri has, GATT was oniousLy enacted
before the Meat Import Act was enacted. And the section that
the Senator referred to is the provision of the law under
which marketing érrangemehts are administered. The faci is
that Australia andTNew Zeatahd aqdvother countries under the
Meat Imbort.Abt have entered into yoLuhtamy restraint
aQreements which are 10 pefcent above'whaf tHe quota wou[d be.

In fact, that is oﬁe reason they don't challenge the
GATT illegality becéuéé they get more by negotiating the
voluntary restraint agreement wﬁich is above the quota or
what it otherwise might be. They prefer to get that extra
10 percent.

The point we are providing for in this amendment is it
is not restrictive. That is a point I have to keep making

over and over again. It is not restrictive. The floor in

ﬁthis amendment is above the total volume of Lamb that has

i

fever come into this country, and it has expansionary provisions

ﬁto'aLLow for increases in the floor. And I just want to point
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out that this is.to prote;t again;t surges.

The Senator from ﬁéw Jersey méde the point that maybe
U.S. producers aren't perhaps very efficient. We neéd to
protect against'5urges, not only because there ére surges;
but second, New ZeaLand,'for example, has a kind of subsidy
--an insurance subsidy p(ovision in'its Llaw--for its New
Zealand producers. Sure, we could br{ng a countervailing.
duty act{on against thbge producers,.but because of the
cyctical nature of the price, that takes time and so forth.

So, this‘is a more efficient wayttq protect against
those kinds of surges.

Senator Bradlex.  Oﬁé of the becutiar attributes of this
Mr. Holmer's pqsition--tbat it would for the first time bite
aﬁd Australia or New Zealand would take thé whole Meat Act
to GATT and have the whole th{ng declared iltegal.

The Chairman. Mr. Holmer?

Mr. Holmer. That is certainly a possibility. If I couLd_

just make 'a couple of very brief comments. It hits Australia
and New Zealand particularly, who are two of our staunchest
allies in the new round on agricultural dssues. It is

sector-specific. If the quotas had any bite to them, they

would vioLateAthe GATT. We would be subject to
wCounterretaLfation; When the Europeans placed restrictions on

L our exports of soybeans to Europe, even though it was at a

. e . . .
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quota Llevel and'it didn't have any bite, we screamed bloody
murder; and you would have éxpected that we would have
criticized‘them, even thouéh_there wasn'fJany bite to those
quotas. And I w&uld also argue that what_you have done in
this bill, if the industry feels they are being injured--
seriously injured--as a result of fairly traded imports,
you have a brand new program undér Seétion 291, and they
can also usé-the dumpiné and countervailing duty lais.

We just doﬁ}t see any need’for this aﬁendment, and the
potential COunperretaLiafion and advehse_impact on U.S.
interests that could result.

The Chairman. I would Llike to Bfing.this to a vote if
we can. We are allowed to heet fdr two‘ﬁoUrs after the
Senate goes gn session, and that means we oﬁly~have two
hours left if we ére.not given an exemption from the
Limitation on committees meeting; and we have no assurance
of that at this point. So, if we can move it along-—are
we prepared to vote on this issue?

(No response)

The Chairman. If we are then, would the Senator move

his amendment?

Senator Baucus. I move the amendment.

h The Chairman. Do you want a roll call on this? I assume

i
h

‘there is going to be a division here.
Senator Baucus. If there is going to be a division here.
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The Chairman. I think there is going to be.

we have the roll called?

The Clerk. Mr. Matsunaga?
(No response)

The Clerk. Mr. Moynihan?
(No response)

The Clerk. Mr. Baucus?

Senator Baucus. Aye.

The Clerk. Mr. Boren?

" The Chairman. Aye by proxy.

The C[erk. Mr. Bradley?

-'Senator Bradley. No.

The Clerk. Mr. Mitchell?

Senator Baucus. Aye by proxy.

"The Cterk. Mr. Pryor?

Senator Baucus. Aye by proxy.
The Clerk. Mr. Riegle?
Senator Riegle. Aye.

The Clerk. Mr. Rockefeller?
Senator Rockefeller. Avye.

The Clerk. Mr. Daschle?
Sgnator Baucus. Aye by proxy.

The Clerk. Mr. Packwood?

Senator Packwood. No.

The Clerk. Mr. Dole?
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(No‘response)

The Clerk. ~Mr. Roth?

SenatbrvPackwood. No.

The Clerk. Mr. Danforth? |
~ Senator Danforth. No.

_fhe Clerk. Mr. Chafee?

Senator Chafee. No.

The Clterk. Mr. Heinz? ,

Senator Heinz. No.

The Clerk. HMr. Wallop?

’Senatoh Wallop. Aye. .

The Clerk. Mr. Durenbergér?

ASenafor‘DurenBergér. "Aye.

The_CLeEk. .Mr. Armstrong?

Sénaf&rAArmstfong, No.

The Clerk. Mr. Chairmén?‘

The Chairman. Aye.

The Clerk. Ten ?éas, seven nays.

-The Chairman. Thank you. We w%Ll move on. Yes, Senator
Chafee, you had your amendmenté

Senator Chafee. Yes. Mr. Chairman, first if I might, as

We;menpioned earlier, I'woufd Like to have Mr. Holmer discuss
briefly the hatter.of the antidumping and‘countefvailing duty
situation as they involve DOD. You.were Looking into it, and
I just wanted to get the Department of Defense's_reaction to

the situation as you found it out. , '
Moffitt Reporting Associates




74

0 pgs/ 1 Mr. Holmer. Yes, Senator Chafee, we had a chance to

74-123 _ | |

2 |l review that'with.the Defense Department yesterday afternoon.

3 They have used that authority -- and the use, again, we are

4 || talking about is whether or no£ the Department of Defense is

5 | to be'exempted from dumping or countervéiling dutieé on

6 imported items. They hévq used that authority for many yeérs.

. ? It has resulted in COnserving appfppriated funds'for'use for

8 nationaL defense purposes. FDOD_has entered,info a series of

9 Memorandums of Understanding with nearly every member of NATO.

10 . Thé agreements provide for a recibrocal waiver of dqty on

11 defense purqhasés-froh_one another. Thosé Eountrie; do_ndt

12 apply duties to:éur exports of defense prbducts. And the

13 Defense Debartment and the Administratioﬁ believe that any

jii) | 14 .change could lead to serious counteractions by our‘ai(iesJ

N ’ 15 which could seriously affect our.sales to_them, thus worsting
16 || our overall frade balance.

17 | Bécausé of thaf, and because.of the strong views of the

18 || befense Department; the Administration doés oppose the

19 provision that was approved by the Committee yesterday.

20 Senatdr Chafee. Mr. Chairman, it would not be my intention

o1 || to pursue that further. Perhaps on the floor or in conference
we can get back to it. Wevhad a vote yestérday;:the view of

23 the Defense Department lost. And I wouLd be prepared now to

\

|

. 22
| 24 go on to my amendment.
\

|

08 The Chairman. ALl right.
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i;-Department, at least in my judgment, doesn't want to have to
3;pay dumping or- countervailing duties that come out of the
! befense Department budget to the Treasury Department on a

:5generally-available publicly—traded item that everybody else

EER A e

i‘the only comment on .the record at this point, I think it is

‘;clear that the amendment does in fact accommodate the

75

Senator Heinz. Mr. Chairman?

The Chairman. Yes, Senator Heinz.

Senator Heinz. Just so that those views don't remain

legitimate concerns of the Defense'Department, even if they
don't agree that we have accommodatéd them. We have
grandfathered all existing memorandums of udderstanding; we
have said that duties, where they should apply because of
dumping or subsidies, that they will not apply where there is
a system thét is being sold government-to-government, that is

not available publicly. And it is clear that the Defense

would have to pay countervailing duties and dumping duties on.
Let the record show that Alan Holmer'g head is nodding
up and down; even though his [ips'are saying, "No, no, no,"
his head is saying, "Maybe»you are right."
Mr. Holmer. I will get a neck brace, Senator Heinz.

Senator Heinz. And I think we ought to understand that

i the Defense Department's objection js that they just don't want.

i to pay any money for things they can get cheaper. I think thatf

js the sum total of their existence. And if it turns the

Moffitt Reporting Associates
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notion of market discipline on its ear, that they belijeve is

not their problem; they just want to buy a dumped or
subsidized.goods that everyBody else has to compete with
whether we like it or not. -

Senator Chafee. Mr. Chairman?

The Cﬁairman. éénator Cﬁafee?

Senator Chafee. I only have so much time here;

.Thé Chairman. Could we move on with this?

Sehator.Heinz. Yes. i didn't intend to get into a
lengthy debate, and I apologize to my friend from Rhode Island.

.The Chairman:“ Senator Chafee? |

Senatpr Chafee. Mr. Chgirman, for the past 50 years the
U.S.vénd évery'other natjon‘that Qe trade with have permitted
Qhat wé call "parallel imports."

Now, let us.undersfand what parallel imports are: We
are dealing with foreignﬁménufaCtured goods. The foreign

manufacturer sets up in the United States a subsidiary that

markets that'gobd in the United States. i

So, let us say it is Yves St.‘Laurent perfume. They give
the exclusive rights to a unit over here, which has not bought
tthem, to sell that perfume.

Now, what has happened -- I don't want to just zero in

fon perfume; it happens with cameras, it happens with champagne,?

it happens with a whoLe'seEies of =-- spyglasses -- whatever
it might be -- they havé discovered that they can sell at a
Moffitt Reportivg Associafes
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| make a Lot more money by selling to this exclusive distributor

i and keeping the price high in the United States.

| with the United States -- unit, and they try to have an
| exclusive price arrangement with that unit here in the United

| States.

| goods to come in with that trademark =- the trademark made )
| abroad -- except if it goes to this exclusive distributor.
Now, Customs has, by regubafion for the past -- the

;custom has been in effect sincev1?50, but by regdlation'sinﬁe

1 1972 -- has said, ”Tﬁgse gopdsAcan.ﬁome in to another importer
Eif there is th%é arrangement with thé wholly-éwned éuﬁsfd{éry
:or joint;dﬁnership subsidiary in-the.United States,vtﬁat

;somebody else can skirt that and buy the product abroad at the

| and bring it in. Thus, you have a whole series of barallel

imports. . . o

77

higher price in the United States than they can sell in their

homeland or elsewhere. So, what they do is, they have a link-in

with this wholely owned subsidiary:—= therésis joint ownership

Then they try to say that Customs should not permit any .

lower price, which the manufacturer abroad is selling it at,

Now,:the manufacturer doesn't like that, because he can

Senator Packwood. Let me ask: It is the manufacturer

that has also sold at the lower cost? The same;manufacturer?

Senator Chafee. The same manufacturer has sold at the

Lower cost abroad. And that is the way thatAthe parallel
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importer obtains the product. He goes to the manufacturer's
distributor -- or perhaps even to the manufacturer, doing it
on the sly, but‘prbbab[y not. But he ;etls to another
distributor, and the U.S. purchaser goes over there and buys.
the broduct, brings 5f‘in, there is no question about the
tradgmafk or the brand, that is all kosher, and sells it here.
So, we see thebparallel importer or the so-~called '"gray
market' here selling in'the UniteajStates.

Now, it is a bonanza for the consumer; the consumer is

the person who wins. And if the manufacturer objects to that,

he could bring down his price in the United States so that the

so~-called '"gray market" woqldn't thrive.

But hé doesn't choose‘to do that; he thinks he has a
good deal through theée exclusive distfibutorships over here,
jacks the price wéy up high,‘and §ells,to this U.S; market at
a far higher price than he is wilLinélto sell abroad.

Now, Qhat has happened heré-is, in several cases that
has.been found perfectly éLL'right. But in one court case

they have found that, no, the Customs cannot permit the goods

to come in like that. If there is an arrangement in the

United States where the manufacturer has an exclusive

distributor, even though it is jointly-owned, the Customs

i
i

will not Llet the goods come through except to that distributor.:

- And thus, we have a split in the court cases. Now it is going

up to the Supreme Court, and they are going to make a decision
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sometimg this fall. But if the decision should come out --
why I am bringing this up is to codify_what has been in
existence'in‘the (aw or the regutétions for some 50 years,
Custom, and in the régulations since 1972 or théreabouts.

.Now of course the'foreign méanacturer doesn't like that.
Thgy afe méking some good honey héfe, and one of fhe claims
they make is, oh, they have spen£ a lof'of money developing
and selling their product, developing the name for their
product. Well, that isn't’complete[y sé.because the

competitors -- Forty-seventh Street Camera, or whoever it

might be -- runs great big ads in the newspaper advertising

the product, Nikon Camera fpr examﬁle, ahd'fhus they
contribute to the‘ﬁahketability éf_the prodﬁct.
Mr. Chaifman, it is.reaLly_a straight coﬁsumer issue.
 Perhaps many of you femember when we used to have

so-éalled "fair trade" in the United States}’ The manufacturer

“could set up a system whereby he could dictate the price that

his produdt could be sold‘af.by the Fetailér. Pretty soon we
woke up and foﬁnd thét that was really antﬁ-consumer.- He was
keeping the price hfgh; other.peopte would scurry around and
buy it. K-Marts: would buy the-product_at a lower price and
séll it, and the consumer was the bengficiary.

So if there ever was a consumer bit of legislation, this
is it. WithoutAsurprise, this has the support of all the

leading consumer organizations in the United States, including

- Mcffitt Reporting Associates
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ésubsequent resale under certain circumstances, you wouldn't
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the Consumer Federation, Consumers Union, American Consumer

Trade Council, and so forth and so on -- K'Mart, Walmart,

Zayre, Forty-seventh Street Photo, National'IntergrOUp,

Washington State -- this applies to liquor as well. And many

We had a hearing on fhis,Aana we had testimony from a
whole series of peoplé including the liquor control boards
that found that they could go out and buy their liquor overseas
cheaper. Johnny Walker sells our Lliquor cheaper overseés than
they will sell it through their distributors here in'the
United States.

So there is it, and I would be glad to answer any. questions$’

The Chairman. Are there further statements on the pofnts?
Senator Afmétrong?v
Senator Armstrong. Mr. Chairman, I would just like to
ask a questioﬁ. I just want to be sure that there isn't
anything about this amendment that Qould prevent a
manufacturef from enforciﬁg a distribution pattern by contract.
The issue here that you have described is whether or not the

Custom Service would prevent the entry of goods; but if it was

the desire of a manufacturer to set up an arrangement where,

for exambte, in France he would, say by contract, forbit the

interfere with that, you would leave that law where it is?
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Senafor Chafee. We are nof changing anything from the
current system. The way the system has worked, as i say, for
some 50 years, these parallel imports have growh to be a major

business now in the United States. Some have said as much as

i $100 billion. 1 can'tAspeak for that one way or another;

Senator Armstrong. I think this is a good amendment;~

although I can't resist noting in passing that yesterday we

. established as a matter of policy that the Committee does not

wish.to ﬁave merchandise sold in this coﬁntry'below the price
at which it is so(d in a foreign country.

This-amendment, wﬁich I am going to support, establishes
the prjnciple that we don't want %t sold aboVe the:pricé it

js sold overseas. So, someone may at some point inquire what

it is that we want, but that will be for another day.

Senator Durenberger. Mr. Chairman?

The Cha%rman.‘ Yes, Senator Durenberger.

Senator Durenbefger. Mr. Chairman, I have wrestled with
this issue as a consumer and havé come to the conclusion that
fn principle Senator Chafee deserves my support, but Qith
one'important modification that I am going to suggest by way
of an amendment to his amendmént:

Not all consumers organizations in America support his

bill. I can quote for you partially from a letter from the

{ National Consumers lLeague, which is America's pioneer

consumer organization -- it has been in business for 88 years.
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I Qill just read you one part: "Our major concern is that
many of these gray mgrket products threétén the health and
safety of the American consumer. G;ay market productg often
differ from the‘American.trademarked«produCts manbfactured
for-sale in this country;"_

I wbﬁ't disagree with anything that John said about the
way some companies approach réising prices in.America through
this gray market kind of operation; but thefe is ahother very

imporfant concern here, and that is that companies Llike

Pepsi-Cola and a variety of the soap companies and perfume

companies and so forth manufacture the same product with very

expensive trademarking around the world in a different way in

.another country because of the needs of consumers in those

countries.

éo the problem I am suggestfngito you, that John hasﬁ't
brought up yét, is the problem.of a different formula for the
"same" product iﬁ a different country. So,that4it isn't
quife the same prbddct when it comes-into the United States.

And, as the Consumer League suggests, it may well be a
product that might endanger the heaLthvand'welLbeing of people
in this country.

So what I am suggesting in the way of an amendment -- in
effect I don't take away from what John is séyiﬁg, ”Let's
permit this gray'market to operate becauée it is good from
the consumer, but we COQLd protecf the consumer if we amended
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his amehdment to provide that the Customs Service will be
provided, by the manufacturers, with a list of products that
wiLl be imported into this cduntry -- these are trademarked
prodqcts, u.s. Regisfered Trademarked products =- where the
formula for manufacture differs in a foreign country-of-origin.
Then it becomes-thé responsibility of the importer to Lable,
to make sure that that product when it comes to thié country
is lLlabeled "French Formuta" or, as in the case of Pepsi-Cola
! sb that the purchaser knowg
that this is not the same formula of Pepéi—Cola. It is |
Pépsi*Cola,'but not the'same fbrmulé. It may be fhe same thing
in terms of a soap or a perfume. but formulated differently.

. Senator Bradley. Would the Senator yield on that po{ﬁt
for a question?

Senator Durenbergér. Yes.

Senator Bradley. You raiQe a numbér of problems that I
have with Senator CHafee's.amgndment; but my concern is, if
you say it has to be "Mexjco Formula,'" here you have tﬁese two
cans of Pepsi-Cola, the same co[dr, virtually the same marking
except that one or two words are different in the description;

right? And then you have a small miniscule thing "Made in

Mexico," or '"Mexico Formula."

When I go into the Seven-ELevén to buy my Pepsi=-Cola, it

“is unlikely that I am going to read every word on the label and

find out that it says "Mexico Formula" and say, "Well, that's
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not what I want; I want 'American Formula'."

You know, I thfnk the intent of the amendment ﬁs‘good,
becaﬁse it points oQt one of the }egl problems with gray
markéting, and that is you have soap being sold in the United
States méintaining it is anti-perspirant -- which it isn't,
and the formula that isbeing produced isn't. You have a
company that has gone out and advértised; you know, with very
expensive television cdmmerciats and very attréctive people
asserting that if you use this soap you won't perspire as

much.

you probably won’tf" And in comes another company, and they
prpducé a product that looks almost Llike ft, that is packaged
aLmost like it, except it doesn'f have any-ahtipehspirant in
it.

'_That is the problem you get into with the gray market.

Senator Durenberger. That is the counterfeit issue.

Senator Bradley. To his proposal. I haven't made any
proposal.
"(Laughter)

Senator Chafee. Okay. What have you been saying, then?

like to ask the Administration for their position.

Senator Chafee. They have no position.

- Moffitt Reporting Associates
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Senator Heinz. .That is your hope.

SenatOE'Chafeé. "No, no. I know.

Senator Heinz. Alan, what-is the Administration's
position on this amendment?.

Mr. Holmer. Senator Heinz, the Admih%stration has
wrestled with this problem the s;me Qéy the Commfttee hes,
in terms of tfying to balance the rights of U.S. trademark
owners against the rights'of consumers who obtain lower-cost
goods.

It is our view.that'this amendmept is premature and,

because of the Supreme Court case, may very well prove to be

unnecessary.

Thevone particular concern’fhatAﬁe have is that it may
advérsely affect'our efforts to attempt iﬁproved ihtellectualw
property riaqhts, and specifically fraaemark rules in the new
Round. If soﬁe of our traaing partnersiperpeive that we are

weakening our trademark Laws or enforcement, it is going to

make it more difficult for-them to accept our request that they

strengthen their laws.

Senator Heinz. So, you are against it for two reasons:
First, that it is involving ourself in a judicial
determination, which is before the Supreme Court; and,
secondly, it will prejudice your intellectual pEOperty.
negotiations in the Uruguay Round?

Mr.HQLmer. We think it is prehature} pending the results
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of the Supréme Court case.

Senator Heinz. You are opposed to it for the time being?

Mr. Holmer. That is correct, Senator.

Senator Chafee; Wep}; the U.S. Governmgnt is arguing in
favof of the regulations .in the Supreme Cou}t, Alan. Do you
know that?

Mr. Holmer. In favor of the Treasury Department regs?

Senator Chafee. Yes.

Mr. Holmer. fhat is correct.

Senator Chafee. I mean they are arguing in court your
proposition.

Senator Chafee. They aré arguing my side in the Supreme
Court; so I don't know quite how Alan comes up with the
cOncluéion thét the.U.S. Gévernment or the Administration is
opposed to it.

Mr. Holmer. That is.the result that has come out of the
Cabinet meefings discussing this-specific issue.

Senator Cﬁafee. Well then, the right hand doesn't know
whaf the Left hand is doing.

Senator Heinz. That is a problem.

Senator Packwood. Secondly, I am not sure th;t is
necessarily a valid argument. If we think that the law needs

rectifying, and the only thing the Court is doing is

rinterpreting the law, there is no need to wait until they make

§a conclusion. They may come out right, they may come out
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wrong. But if you'are'going to rectify it, you can do it right
nog, even while it is in Court.

Senator Chafee. Well, I certain[y agree with you, and
furthermore -- |

(Laughfer)

Senator Chafeé. There is nothing.in here that deals with
trademarks; we are dealing with Customs. We are not changing
the trademark; we are not changing the copyright law; we are
npt changﬁng the batent law; we are stéying with thé Customs.
And wﬁereas.l givé Mr. Holmer Bigh marks on most of his answers
around here} I éfade them in whether'I agree with him or not,

I guess.
But in any event; on'fhe specific question that

Senator Durenberger raised, his amendment is acceptable with a

One is that he has —-if you.witl fook down under the Durenberger
Amendment, we would ask that he would make it so that.the
owners of the frademark would tell the Customs Office ﬁow'the'
different product materijally diffebé from the other pfoducts,
and how to distiﬁguiéh that product_by looking at ft.

In other words, we are prepahed --"that is, the importers

are prepared -- to label with a great bit label, so that when

Senator Bradley goes down and gets his Pepsi—Co[a he will know

i

exactly whether it is U.S. Pepsi or Mexican Pepsi, or whatever
it is,
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Senator Bradley. Would you let it be a different color,
as opposed to just sayiﬁg."Mexican Formula”?..

Senator Chafee. Sure.

"Senator Bradley. It would have to be a different color.

Senator Chafee. 9esé that‘is right.

Although it is ironic here that the owners of,fhe
trademark "éepsi" are getting national and international
recognition of their product based on,thejr labélﬁng, its
labeling, and yet they are making.a different brand in
different péfts of the world.

But never mind. We find that a little_cpntradictory} 1
don't.know how ft cén be the same product under the same
Label, becau;e.it isn't.

But nonéthetess, we are agreeable, with these minpr
changes.

Senator Durenberger. well} fhaf {s not a minor change.
The manufacturer does not Have that_responsibility now. The
manufacturer {s'not going to make any money on this sale;'itg
is thé importer that makes the money. So,vthe very«
association that the Senator_is representing hefe today,
the Importers Association,.all I say is that they carry the

burden of putting the label on the product. The manufacturer

doesn't have much control once the sale is made in Europe to'ani‘

importer over how that product is going to-gef into this -

company. The one area where there is control over that
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decision is at the importer level in the United States. So
that is why I insist ﬁn ﬁy amendment that it be the.ihportef
jthat has the responsibility for the labeling.

Senatof Chafee; Oh, that is all right. i have no
objectfon. I didn't object,fexcepk fhat first of all I would
argue that the manufactuFer hasn'tlmade any money. -Of course
he made money -- he sold ft abroad at a price that he felt
he was makiné a profit; not as much profit as if he had this
‘tie-in with the U.S. where there is a higher price.

BUt_sure, I think the importer should do the Labeling;
But>the manufacturer has gét to tell Customs how it differs.

Senator Dufenbergér. Yes; That is no problem.

The Chairman. GéntLemen, if.yé may,.are there further
commenfs by'stéff concerning this'amepdment of Senator
Durenberger which is before us now?

Mr. Chairman, there are two questions we have. First, in
the fifth paragraph of the Durenbérgef amendment to the Chafee
vamenament, wé wbuLd suégest that the Committee not apprdprfate
but just authorize appropriations, because you don't have the
appropriations jurisdiction.

The Chairman. I think that is a reasonable Limitation.

Mr. Lang. And second, I understand Senator Chafee's .

last comment to be with respect to paragraph 3. But I don't i

'think I understand what change he proposed to make.
; A

The Chairman. Well, my understanding was that
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Senator Durenberger accepted no changes.

Senator Durenberger. No; except for the last one,
Mr. Lang, .the first one, point-five, I undérstood Senator
Chafee to accept my amendment.

Mr; Lang. Without any changes at alL?

Senator Durenbérger. Without any changes.

Mr. Lang. I see.

The_Chairman. You made your point about how you felt

strongly about it but were going to accept it, didn't you,

Senator?

‘Senator Chafee. Yes. But I had one other point in the

‘Durenberger amendment. If you work your way down to about

line three, "produces products abroad which are fOrmulatéd
diffefentl},” I should fhink.you wﬁuld have to say '"materially
differently'" there. I mean, if-they make it with Belgian
water instead of U.S. water, I think that is a difference, but
I don't think that is what we are talking about -- it wou(d
have to be a material difference that would matter to the
consumer.

Senator Durenberger. No, I don't think so. I don't
accept that. )

Senator Chafee. You don't? Weli,.it would have to matter
to the consumer.

Senator Durenberger. Well, if you want to define that it g

matters to the consumer; but I won't accept "material change.”
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The Chairman. All right. Are you now proposing your
amendment? Are you moVing yodr amendment, Senator?

Senator Durenberger. Yes, I am, Mr. Chairman.

Senator Chafee; I would just ask one other question, if
I miéht.

The Chairman. All righ£.

Senator thafee. The manufacturer who produces the
proéuct abroad should putwsomething on itléo that we know that
jt is produced in Belgium instead of in Mexico. Is that
agreeaBle? So that when the importer looks at the bottle
which he has bought in Belgium, he thinks it is from BelgiUm}
he has somevway of knowfng.

Senator Dufenbergér. The imborter knows that. fhe u.s.

Customs Services maintains this register which Lists all of the

products where there is a formula difference, and that is where

you go to get the informétion;

Senator Chafee. :Well, he has to have some way of telling
how to distinguish them. Let us See‘if‘we can't work that out.

The Qhairman. ALl right, Senétor.

Senator Durenberger, I will put ﬁy amendment.

Sénator Bradley. Mr.ICha%rman, this is the Durenberger
amendment to the Chafee amendment?

The Chairman. Right.

Senator Bradley. And then we wilL_have avseparate
discussion on the Chéfee Amendment?
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The Chaifman. Yes.

Senator Bradleyf ALl riaht.

The Chairman. Are there further questions?

(No response)

The Chairman. ALlL in.favbr of the amendment as stated,
ﬁake it known by saying Aye.

(Chorus of Ayes)

The Chairman. Opposéd?

(No response)

The Chgirmaﬁ. The Ayes have it; the amendment is Carfied.

Yes, Senator Danforth.

Senator Danforth. Mr. Chairman, Ionld just like to follow
up on a point that was made by Senator Armstrong, and think
through it with him, becaQse he raised a question about
contraétural relationships.

I think this is a very difficult subject. I think it is
kind of a close éal(; ~But let me just put this to Senator
Armstfong:

Let us suppose that I am the manufaéturer of something
that doesn't cost a Lot.to make but is sold in a ve;y
competitive market in the United States in which a lot of
adQértising takes place. ‘Let us suppose it is, say, a bar

of soap, and that there are dozens of different kinds of soaps

“that are sold in the United States, and that basically it is

\

ia question of who has the best consumer appeal, and that is
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related towho does the most advertising on soap operas.
So, I contract == I am the manufacturer, you are the

seller. I contract with you and say, "I will furnish you the

soap, and I will give you the right to sell the soap on the

American market. That is my part‘of‘the deal. And your part

of the deal is to do the best you can to sell it, and to do a

good-faith'iob in advert{sing_the<soap. That is the contract.”
Now then, Senator Chafee éoes over to another country

where advertising isn'f nearly as exbensive as it is here.

Say Senator Chafee goes to, for example, Mexico, where

advertising is much, much cheaper, presumably, than in the

United States, and he buys up a bunch of soap, and he brings

it into the U.S. market and starts selling it. I guess it
doesnft technically interfere with tﬁe contractural
arrangement that you and I havé, but it Certainly pretty
well eliminates the value of your contract, I would think.
You have'been put in the buginess of oeddLinq‘somethiﬁq at
tremendous cost, because thaf.is your contracturai
obligation, and someBody else is able to come into the ;ame
market and just flood the market with something that he can
pick up. in another market. Does that give you some problems,
or am I off base?

Senator Armstrong; Well, it wouldn't give hé any
problems, because I am not in Fhat business. But if I were

the person you described, it would drive me nuts.
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I would go back to the person who_manufactUrers this soap
and say, "Look, if you are going té keep,sellfng off_fhis |
cheap soap to Mexico, you have got to stop it from coming back
in here. That is your job; that is part of whaf you have éot

to provide me, the assurance that I am going to be protected.

And if I am not, then you have got to sell soap to me at the

same price as you sell it to Mexico, or I am going to quit
selling your soap.

In other words, I think that is a matter thatvought to be
resolved through the contract system.

Senator Danforth. How cén he possibly do it, though?

In other'words,,there is SOmebody down 1in Mexico who is

selling the soap in Mexico, and Chafee is just an entrepreneur;

he is just a proprietor of a chain of stores.

Senator Armstrong. If it gets to be as serious a problem

‘as it probably would get to be in the case you have laid out,

the answer is that the manufacturer would protect himself
and his U.S. distributor. He would simply label the product

enough differently in Mexico that it wouldn't be an identical

N

product.

The Chairman. Gentlemen, if we can, I would Llike to
conclude this today to move on the amendment.

Sénafor Chafee. I would just qgickly say that that is a
gripe‘between the manufacturer and this exclusive distributor

he set up here. The question is whether we should use the
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Customs Service to enforce this agreement that the manufacturer

has himself deviated from. He is the -manufacturer. He sold
it in Mexico at a far lower orice. That is I can go down
there and buy it —-- the entrepreneuf; K-Mart =-- and bring it

back and sell itAhefe and still make a profit. So that is a
gripe between the manufacturer and his U.S. distributor that
he ought to work out and not use the U.S. Customs Service to
police the progfam.for him.

The Chairman. ALl right.

Senator Bradley?

Senator Bradley. Mr. Chairman, never ﬁ{nd that this is a
proposal that would hurt only u.s. companies, only U.S.
companies, and never mind that it givés a free ride on the kind
of advertising and investment in trademarks_thatVSenator
bDanforth alluded to.

Senator Chafee's central contention is that the result is
that the consumer benefits. The answer to that is, not always.

Let us take, for example, Cabbage Patch Kids, the dolls |
that were the rage a few years ago. The gray marketer 1in such
a cifcumstance could bring in Cabbage Patch dolls and not sell
them at Below the market but sell them higher than the market,
and indeed, that is what héppened. Tﬁey sold Cabbage Patch

dplts at Like $100 a doll because there was such a demand, and

f;because you couldn't produce them as quiékly_in this country.
ié So, the argument that this leads to lower consumer prices
| ‘ . . .
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The(Chairman. ~ALL right.
Do you move your amendment?

Senator Chafee; Yes.
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I would just reply that the manufacturer apparently had

a supply to sell abroad somewhere at a lower price, for some

reason, rather than selling them where the high market was

here. -And this deals with foreign manufacturers; this doesn't

deal with U.S. manufacturers. It is a very convoluted way that

a U.S. manufacturer'would be involved.

Usually it is foreign

manufacturers that sell their goods cheaper abroad and at a

high cost in the United States) and "they want to make_a big

profit here; and if this doesn't pass, and if the Supreme

Court should decide otherwise, our consumers are blocked off

from getting products at a cheap price.

Yes, I would move it.

The Chairman. ALl right.

We had better have a rfoll call on this. Would you call

the rolL,'please?
The Clerk. Mr. Matsunaga?
(No reSponsé). |
The Clerk. Mr. Moynihan?
Senator Moynihan. No.
The Clerk. Mr. Baucus?

(No response)
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The Clerk. Mr. Boren?
(No response)
The Clerk. Mr. Bradley?

Senator Bradley. No.

The Chairman. Mr. Boren votes no, by proxy.

The Clerk. Mr. Mitchell?

(No response)
The Clerk. Mr. Pryor?.
(No response)

The Clerk. Mr. Riegle?

‘Senator Riegle. No.

The'CLerk. Mr. Rockefeller?
Senator Rodkefeller. No s

The Clerk. Mr..baschle?

The Chairman. Mr. Daschle votes No by proxy.

TheAClerk. Mr; Packwood?.
éenator Packwood. Aye.
The Clerk. Mr. Dole?
Senator Packwood. No.
The Clerk. Mr. Roth?
Senator Packwood. Aye.
The Clerk. Mr. Danforth?
lSenatbr Danforth. .Nof

The Clerk. Mr. Chafee?

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

The Clerk. Mr. Wallop?

(No response)

.fhe Clerk. Mr. Durenberger?
Sehator Packwood. Aye.

The Clerk. Mr. Armstrong?
Senat&r Armstrong. Aye.
Tﬁe Clerk. Mrf'Chairman?
The Chairman. No.

The Clgfk} Mr. Matsunaga?
Senator Matsunaga. Nd.

The CLérk._ Mr. Baucus?
Senator Baulcus. vAye.

The Clerk.  Six Yays( 10 Nays.

98

The Chairman. I would Llike to now do what I hope will

be just a matter of housekeeping here. On the Customs

authorization that was previously passed by this Committee and

the Senate, I would like fo offer it on this bill.

Now, we may have some problems with the authorization

this time.
Are there any objections to it?
(No response)

The Chairman. Then I so move.
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AlLL of thqée in favor, make it known by saying Aye.

(Chaorus of Ayes) |

The Chai;man. 'Opposed?

(No response)

The Chairman. It_js done.

Senator Armsffqng.' Mr. Chairman?

The Chairman. Who isbseéking recognition?

Senator Armstrong. I would Like‘to ask a question about
thé order of march. I need to excuse myself shortly. What is
your'intentioné Are you in the pfoceés of just taking
amendments as'they.arise,’or do youAhave a specific order?

The Chéihman.. I had'promi;ed Senator Riegle I would
recognize him,next'{nthaf regard.> I have no specific order,
otherwise.

Senator Armstrong. Mr. Chairman, I wonder if I could ask
Senator Riegle if he:would yield to me to present an amendmeﬁt
wh%ch I think will take‘nq mdre than 30 and oertainly no more
than 60 Seconds;‘

Senator Rieglg. 0f course.

Senator Arms#rpng."Mr. Cha%rman; this has been

distributed or is available for distribution. I would like to

‘move an amendment which is identical in language to a provision
that appears in the House bill. It addresses itself to the
§QUestion of where we prosecute cases of obcene material coming

‘Einto»the'country.
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At present, they are required to prosecute it at the p§rt
of entry. This ameﬁdment would authorize, though 1t would
not require, the forwarding of this material for prosecution
in the area to which it is mailed, and the reason simply is
to‘elimiﬁate the bottleneck, because this all comes into
places liké New York. There is a t?emendous backlog of cases.
This gives thé enforcehent authorjt{es the option -- not the
requirement but the optidn -- which I believe they would Llike
to have to orosecute it in the iurisdiction to which the
mater{al was mailed.

I think it is not controversial; it did not prove to be

in the House. I know of no objection to-it, but it would be

helpful in prosebuting these céses.,
The Chairman. I would ésk'Staff for any commept that théy
might haVe on this amendment.
Mr. Lang. If we couLd.just have a moment, Mr. Chairman.
Senator Armstrong. Mr. Chairman, maybe I was misinformed.
I thought this had been run.by gtaff earlier.
. (Pause) |
Mr. Lang. Well, appareﬁtly}this was raised at our
meetings. It was‘just not discussed extensively.
" The Customs SerQice {S represented here; maybe they have
a comment on it, Mr; Chairman; |
The Chairman. Is-Customs here?
Mr. Hotmer. They are. They.ha{e no objection to the
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The Chairman. 1Is there any controversy over
amendment, any question?
(No response)
The Chairman. If not, it is moved. ALl in f
(Chorus of .Ayes)
The Chairman. Opposed?
(No response)
Senator Armstrqng; fhank_you,:Mr.'Chairman;
The Chairman. ;t is carried.
Senator Armstrong."SenatOr Rieg@eLQIAowe fou

me know when I can repay the courtesy.
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the

avor say Aye.

one. Let

Senator Riegle. It will be on this very next

améndment, as a matter of fact.

(Laughter)

The Chairman. ALl right.

Senator Riegle. Just Leave your proxy as you
.door.

(Laughter)_

The Chairman. ALl right. Senator Rieglg.

Senator Riegle. Thank you, Mr. Chairman.

The Chairman. Let.me say once again, we ére

this proposal by Senator Riegle, or his comments,

. exceedingly interesting; but I want to remind you

we have a 1:00 timitation, and we are making great
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but-we have some other things you have to coﬁsidér.

ALl right. Senator Riegle?

Senator Riégle.’ Thank you; Mr. Chairman.

I think this is an important moment in our deliberations
in that this is the time when we take up the matter of what
is known as the Gepgart'Amendment, an amendment that I am
sponsoring here in the Senate.

Before 1 get'intd tﬁe substance of the discussion on this
issue, I want to begin by commending you, Mr. Chairman, for the
job that has been done so far in crafting this bill, and for
the staff help, which I think has really been outstanding.

I hgye'served in the Congress for ZT ye§h§ and have served on
a number of committée;, but I'continue to be impres;ed by the

quality of work done at the professional level on this

.committee.

Having said that, I think we are at a point where thg
meaning of the Trade Bill is very mucﬁ at stake,.in making
sure that its effect will be to actually reduce the trade
deficit, because I thiﬁk, as some data that I will shortly
present illustrates, the trade deficit is now at a crisis
point.

Clayton'Yeutter, our Trade Ambassadér, has said publicly
that he feels.the United States has to be in a trade surplus
situation By 1992. Well, 1992 is not very far away, and if

we are going to get to a trade surplus by 1992, we are going
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to have to start eafing dbwn the deficit at a very rapid
rate, beginning immediately.

Sd, before getting int§ fhe substance, then,.of'the
mater%al, I would Llike to just -pose a quesfion.' I see the
Administration witnesses are away from the table for the
moment, buf when they rethnAI will want to address a question
to them. The question Qfll be.wﬁether there is anything in the
bill as it is presedtly drafted that will require a reduction
in the trade deficit, that will require a reduction:in the
trade'déficit and guaranfee that in fact the effect of the
legislation will be to bring down the trade deficit.

I tﬁink their answer will be No, because there isn't
anythihg in the bill presently tﬁat makes sure that that will
happen. -That is why the amendment that I.am speaking about
now is designed to correct that overall defect.

Now, if I may, I have circulated to fdlléagues three
charts, and i want to just refer quitkLy if I may -- and 1
appreciété fhe attentibn of my_colleagﬁes to this matter,
because this debate now and as it will later come on the f[oor
I think will be a center part of the questibn of how we
resolve whap our trade strategy will be for the future.

The two charts I have shown here. The one on the right

rwith the very large red area —-- and which each person has a

copy in front of him -- represents the rate of change in our

‘trade deficit over roughly the last 10 years. As one can see,
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1 lwe went from the early seventies, where we were in a balance-
/*T> 2 ||lof-trade situation, more-or less, inté a deficit position

) 3 |in the late seventies. But in the earLy eighties, wé have

4 ||moved into a very severe trade déficit sityatioh, reaching a
5 ||peak last year of‘nearly $170 billion.

What I think is actually more éignificant is that we

7 afe seeing a'profound erosion in our international balance

8 sheet. We are seeing the cumulafiVe effect of the trade

9 deficit§ beginning to cﬁange the fﬁndaméntal financial

10 structural strength of the United Stétes as we fit into the

11 world economic picture.

So, the chart to the left is a measurement of that balance

12
. 13 || sheet. What it shows is that the United States, until about
\::) 14 thfee years ago, was a creditor nbtion with respect to our
i 15 || relations with the rest of fhe worid, and we.had been so in an
16 uninterruéted fashion all the way baék to 1914. That takes.
47 |1 us through fhe Depression, through World Wars, through all
18 kinds of upheaval around the world. But our position began

forward to the present time that we began a plunge into a

20

21 debtors hole. We exhausted our international financial

22 balance. We became a debtor nation for the first time since
2 1914. w§ were moving so rapidly into that debtor nation

by é position that we passed every other nation on the ltist -- we

passed Poland and Brazil and Mexico, and the other nations

—
n
94
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we read about.

We are now Number.One'on the jnternational debtor Llist.
And siénifigantly, wé ére adding new international debt at
the rate of a billion dollars évery two andla.half days. That
is the current rate of performance. So) we are just plunging
further down thaf‘(ine;

The New York FederaL Reéerve Board has estimated that by
1990 the United Statés w%ll owe the rest of the worldvroughly
$1 trili;on. But when jbu talk to people in the financial
ma}kets in Wall‘Street and other places in this country about
the implications of a trillion-dollar foreign debt, they just
exphess_themSelves in térm§ of great alarm ana concern about‘
that,‘that_this is a condifion that ue_cannot afford to get
_oursé(ves fn, SO we have fo begin.fo_revebse these trend lines.

The third #hart that I have circulated, and I will just
hold it up here f"I.dOn't Have a large one to put on the
eaéel'stand -- thfs chart depicts our b{LateraL deficits with
three nations: Japan, Taiwan, énd.Korea. And I will expléih
why tﬁose.have been Ehosen in just a moment.

What this depicts is the buildup in our trade deficit from
1980 up through last year. VYou will see that our bilateral
deficits with.just these three countrfes account for roughly
half of our overall international trade deficit.

Now, there are other nations on that list, a very great

number of nations that have trade surpluses with us, but as
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you can see, far and away the dominant nation in that category
is Japan. Bdt_Taiwan and Korea also are very signif%cants
3 || And if you Look at this growth over the lLast seven years, yeu
4 wiil see this eXpanding.surplus pattern with each of those
countries. That, by the way, has happened despite the rapjd
6 || fall in the value of the dellar versus the yen, which was
7 thqught to be a kind of adjustment that would have changed
8 those trend lines. Therelis no sign of that happening to the
9 present time.

10 So, {t.seems fo me that the ultimate test of the
11 || effectiveness of our trade bill here has to be whether it will
12 ‘ have the effeét.of changﬁng these trend lines, and changing

13 them qu1te rap1dly in the sense of gett1ng ourselves, as :

14 CLayton Yeutter has 'said, to a balance s1tuat1on come 1992
15 I think that is an enormous challenge, and at the moment

16 1 think that the bill we have does not guarantee our gett1ng

17 there.

18 Mr. Holmer has come back and so I will pose to him the
19 question that I had raised at the beginning, and that is this:

20 The bill as it is now drafted, does it guarantee that we

21 will achieve deficit reduction as such in the trade deficit?

22 I know that we hope that it will; many expect that it will;

93 ' but in fact is there anything in the bill that gives us an

24 3,iron guarantee that that Wwill be the .result that we get?

. '25?; Mr. Holmer. No.
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Senator Riegle. I appreciaté the'answer, and I don't
Like the answer, because it is an answer that I think tells us
that we can't stop a% this point; we have got to take the bill
far ehough so that it gives us a procedure that wilL wofk,'if
all else fails, to get these deficits down;

Now, what is known as the Gephart Amendment, the amendmenf
that I am offerjng here in the Senate, is the mechanism that
has'been devised by the thoughts of.many people -- obviously
originating on the House side, but here in the Senate it is a

matter that Senator Byrd and many others have a strong interest

in.

"It is a proposal that will, together with everything else

in the bill, ensure that if the rest of the bill doesn't get

the deficits down,'thatvparticutar‘provision would.

I will just simply de§cribe the way it woqld work. There
are only a few.steps here, but I think they are very reasonable|
ones.

The reason-I do this is, I read so many stories by
e;onomic columnists and others that Bear comments by colleaguesl
that show, I think, a lack of understanding as to'hbw this

amendment would work.

It would work in a way to determine any country that i3s !

gdeemedbto have an excess surplus of trade, what you might thinkf

‘of as a predatory trade surplus with the United States, and

that is defined as being "a level of trade for a nation that
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108
is in international ;Urplus in its trading accounts having a
level that is more than 75 percent above the amount that they
buy from the United States.

In addition to.that, to go on this list, they would have
to haQe a clear and persistenf.pattern of unfair trade
practices that keep our goods frém'being sold in their markets.!
Andbthaf is an examinatfon that would be done by the
adm{nistrative branch of GoVerhﬁént and by our TFade
Representative.

If they.meef both of those tests, it would bé then the
requirement of thés amendmént that diSbussiqns begin to fngre
sut how to take down'fhose tfaaé'barriers aﬁd how to reduce
these very éUbstantial bilateral surpluses.

That framework of tests toda} apbiy only.against three
countries, and they happen to be Japan, Taiwan, and Korea. But
any other nation that would have the same facts apply to it

obviously would go on that Llist.

After a period of negotiation, the Trade Representative

would be required to do something that Senator Danforth has

loss of U.S. export business, say in the case of Japan, caused g

by barriers to entry in Japan of U.S. products. If that

\

i figure were found to be, say, $15 billion a yeaf, then there

"would be a requirement that either those unfair trade

practices come down, or the President would be empowered to
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mandate, not that we eliminate our trade deficit with Japan

109

take a series of steps similar to what we have seen in the
semiconductor situation. It could be tariffs, it copLd be
quotas, it could be whatever in his judgment constituted.the
proper mix of policy responses to wring out the'value of the
unfair trade practices now being applied against the United
States, cheating us out of our prop;r share of commerce in
Japan, and of course cheating American companies and workers at
the same time.

Beyond that, fn the years to follow, if the trade
deficit -—'these huge bilateral trade deficits in the cases of ?

countries that are on this Llist -- fail to come down further

on their own, there would be a fequirement that additional

actions be taken that would set a goal of reaching a 10-percent
. . ] . : i

reduction in the trade deficit for each of the next four years.é
s

Now, all of this taken together stretches out over roughly!
a six-year timeframe. What it says, for those who say this

is too extreme a measure, that it moves to rapidly and is much

too harsh, it takes up to the timeframe that the Trade

or Taiwan or Korea, but reduce it substantially over that

period of time, although they would still be in a situation,

if this provision were in law, where they would still be able

: to maintain a trade surplus with us, and that would not be

seen as a violation.
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application if"eugrything else we have done fails to work..

110

Finally, the Presidnet is empowered with two waivers to
set this brovision aside altogether: One would be a
determination that the foreign coﬁntfy iﬁvolved was unable to
repay its foreign debt; and the other would be a defermination
by the President that the application of this provision would
be adverse to our own national economic interest.

The CongreSS‘would'have an opbortunify to pass judgment

on that. If we disagreed, and the President hetd to his

and the Senate to override the President's finding.

So, I think by ény test of reasonablenéss -- in terms of
tﬁme, jn‘terhs Qf'the amount, ih}terms of‘going at countries
fhat cLéar(y'haVe.welL—establiéhed) blatant dfscrimiﬁatory
trade'bractices against'the.United,States -- that this is a" -

reasonable way to go.

Now, if it is in the bill, it only would have effective

I1f the rest of the bill, which many think will bring down our
trade deficit, if that proves to be so, then this provision
would not kick in, because we would find the problem going away

on its own.

But this provision would say thaf if the bill as we have
crafted it doesmot get the job done, then this provision

would come into effect, and we would then have the ways and the.

means -and the absolute method by which these terribte,advérse
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trend lines can be changed.

I am going to just put one other chart up here. This is
a chart that shows just.the bilateral trade deffcit with
Japan. |

Bear iﬁ mind that in the most recent year when our
trade deficft was rOQghly $60 billion with Japan, we héd a
40-bgrcent drpp of the dollar agajnst the‘yen; Everybody has
been waitiné for the results of tﬁé J~Cdrve td take and change
these trend lineé, and they havén't happenéd. They haven't
happened because Japan; persistently, in case after case
after case -- we have heard them cited hefe, whether it is
rice; whether'if is wbrk on the airpbft, whether it is
supercomputers, wﬁateVer it happéns.to se -~ we are not
allowed, even when we have.better broduct§ Qf'Lower prices,
to be able to sell in_a.free way %h'the_Japanese market.

What is hapbening is, we abevhemmohhaging scarce capital.

Aﬁd as this.money.leaves our hands and becomes assets in the-
hands of other nationé, the financial strength’and future of
this country is put in jeopardy. .That is why the diﬁcussion

on this provision is absolutely critical.

It is not a question of trying to interfere with the laws |
of free trade; the laws of free trade are not now being allowed,
to work. We have been substantially disadvantaged as a result;

{ but we are now being financially impaired, and impaired in

terms of our technological and job base in a way that I think
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we jﬁst cannot allow it to go on without having a fail-safe
metﬁod to be sure that we are going to be able to také and
turn these trend tineg around.

I witL just conclude with this thought, Mr. Chairman:
As ybu know, I have enormous professional and personal regard
for you, and I think you have done an ext}aordinary job of
guiding this process.{n this committee. I'dan't knbw that
there is anybody in the Senate who onLd héve beén able to
match the performance that we have seen so far here, in a
chairmanship that is in fact neﬁ to yourself,vbecause we had
that shift in qbntqu of the Senate just this last time. .

I want to work with my colleagues; I'want to yohk with
the Chairman. I want to work with colleagues on both sides
df the aisle on thi§ mgtter of finding a way of crafting av
mechanism that is a fail-éafe mechanism, that will assure us

that these trend lines will not continue as they are now. I

think they pose such a danger to this country that, if we have

éhxthing less than an ironclad way of assuring that we have
turned them around, we will have ﬁiséed»meeting_our
responsibilities.

So I am open to any reasonable modification to this

proposal. I am open to any alternative proposal that can get

éthe same job done, that we can hang our hat on, that we know

;wiLl‘work.'

But the barriers to our products in Japan, Taiwan, and
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Korea are extreme. They are blatant. They are wrong.

My friend from Oregon who has been such an eloquent i
|

defender of his point of view with respect to trade and comes

from a state in which many of these goods arrive, come through

the borts in his country, with many jobs involved in it as

more jobs in your State if we can ship American goods out as

well as bring foreign goods in. We can put just as many people

to work, we can fill up just as many ships going the other

Eounfry.,vAnd I would hope that we could find a way to balance
thi§ situation so ﬁhat dock workers in your State in fact have
more to do, and at the séme time see to it that the ‘

industrial bése of this country ién't torn apart.

We have lost now several hundred thousand jobs in the i

many respects as a result of that, because we can't finance
the innovation and the rapid change that it takes to stay up

with foreign competition.

But if this continues to-be a debate between a notion of -

frée trade that excludes our ability to be able to really
pentrate on a fair basis in countries that have the most
blatant practices that can be found and that are doing
multi-biltion dollar damage to this céuntry; we are going to

have a fracture here that I think will hurt everybody and will
Moffitt Repoviing Assooiare.
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hurt the country.

So, my hope would be-that we éould work together to try’
to find something to do that. I am open to any reasénable
answer.

.I am not going to brfng this issue fo a vote here today,
because I want to see if we can't wbrk something out along

the way, if not prior to the conclusion of this markup, then

between now and the time this issue comes to the Senate floor.

But I will say this: .When we get to the Senate floor,
which will beAan arena in which atl hundred Senators wfll be
pre;ent, where tﬁe American peoplebwiLl ﬁe present add abLe~
to‘parficipate in the debate énd be ablé to‘watch it and.hgar
it, that we,ére going to have to thrash this issué dut at
that time. I wouid much.prefér to find an answer, é fail-safe
answer, that would give us the assurance that this trade bill
will work. -I think the burden is on thosg whq say No. If
they_feet (o] confident that the bjll as now drafted will get
the job doné, I don't seé why there would be any objection to
this provision, because this provisibn only kicks in if the
bill as now drafted doesn't get the job done.

So I thank the Committee for its attention, and I thank

ithe Chairman for his courtesy in hearing me out.

The Chairman. . Senator, I thank you for your comments.

" Let me say that I think this discussion touches on what is

f:probably the most serious probtem‘in the trading system today,
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and that is the idea that some countries will bend every
economic policy toward buildjng as big a trade surplus as
possiﬁle.-

I think évconsensus exists within the United States

Congress that we have to unite behind a trade policy that

attacks that kind of a problem as the highest priority of our

international e;onomic sysfem. I think it is wrecking the .
world trading system, and it aeeply disturbs me to see it

happen. .
Now, I also am concern about the fact that at Punta del

Este-théAAdministration refused to put the issue of the large

trading surplUSes of Japah on the agenda of the new Round of

the Multilateral Trade Negotiations. -As far as I am concerned

and as far as I know, the Administration did not consult with’
the Congress on that decision. ‘

So I am dqeply concerned abodt'it, but I run into some

problems of the realities of what can be done. I want very

much to see us have a trade bill that becomes law, that is

enacted. I am not looking for just a political issue.

So as I look af the‘Gephart Amendment, I Llook at the kind
of situation where we have had 16 votes in this Committee for
our section 301 provisions, we had 19.vqtes for our New Round
provisions, we have a iarge majority for dur seétion 201 and
trade adjustmenf assistance provisions. I think we can hold
those pfovisions on the floor of the United States Senate --
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i.hope. And 1 th{nk we can convince the White House not to
veto a bill with those provisions in it.

But if the White House does veto that bill, I think we
will have the votes to'override that particular veto, with
these provisions.

Those provisions bring about some very profound changes
in trade law. I think they will provide meaningful, realistic
sanctiqn§ for an Administration that fails to consult.

Thé other part is the timing. We are less than two
years away from the beginning of a newvAdﬁinistration. That
leaves the current Administration time fo do something about
the surp[us'couhtries, but it‘dqun't leave the Congress time
to sanction the Whité,Hone i* it faiLs or if they refuse to
act.

We can and we should require.the curfent Administration
to report on what they are doing about the problem. But if
we mandate a sanction after a period of fime for the President
to implement a new policy, the sanction, whatever it is, is
going to fal( into the lap of the new President, and I have
some grave reservations about that.

The new President is going to have to be tough on-trade.
I think the electorate is going to assure that. But the
new President is going to need support, nét sanﬁtions, from
the next Congfess. Sanctidns means failure, and we don't‘want
a President who is a failure the day he walks into office.
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So, my concern, once again, is trying to get a piece of
legislation that hopefully a President will sign. And if he
doesn't sign it, that we can pass it. over a veto.

I think we have a tough and a fair bill here. I think.we
have oﬁe we can hold in confefence. Trade-surpLus countries
are our highest priority,'because they are wfecking the trade
system, and I fhink we,have addressed it here as'strongty as
we can and still get something that we finally can get into
Law. |

I share the concerns of ﬁy distinguished friend Senator
RjeQLe, but I ém looking at what I judge to be the realities
of what webcan put into law.

‘But 1 apprec{ate_your comments very much, Senator.

Senator Déﬁforth. Mr. Chairman?

.Tﬁe>Chairman. Senator Danforth.

Senator Danforth. Mr. Chéirman, let mé séy that I came
to the Senate whén Senator Riegle céme to the Senate. We have
served together on the Commerce Committee and now on the
Finance Committee, and I have a very high regard for him. He
and I have discussed this issue, and our staffs have discussed
this issue. I think that along the way the so-called
"adversarial trade proQisions“ of the bill that we now hgve in

this committee are going to be changed, and they are going to

- be made stronger than they are right now.

I am not sure exactly how we are going to come out, or
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exactly ét what point iﬁ time during the legislative process
the cHanges are going to be made; but I think that they will
be made.

I don't think that the Gephart Amendment fs going to
becoﬁe law. I think it would be filibustered in the Senate,
it would be vetoed by the President, if it ever gof to the
President. And I just caan conceive that there would.be
the votes‘to override a Presidential veto on the Gephart
Amendment. éo, I don't think.the.Gephart Amendment is going
to becbmé Llaw. |

But I do think it is possible forAus to put together a

good, strong provision that deals with the problem that we

that are pfgcticing éne—way frée trade, which isn't free trade
at all.

So, my hope would be, during.the process that lies. ahead,
that we could work together and could try to figure out some
approach that; whén'it reaches~fhe_President's desk, could be
signed.

I think Senator Riegle has made a contribution. I think

as a matter of fact Congressman Gephart has made a contr-ibutionr
i

although I don't agree with the substance of what he is

‘proposing.’

I think we have some time ahead of us, and I would not

?at this time support changing the terms of the bill. But I
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want to make it clear that that does not mean that I am
satisfied with4what is now iq the bill} I just want to give
us some flexibility for working out the probLems and;
hdpefulty, far.coming to terms‘with the Adhinisfration.

Senator Riegle. Would the Senator yield?

Senator Danforth. Yes.

Senapor Riegle. I thank him for his very generous
comments, and I appreciate the spirit of the statement that
he has.made.

I havelappreciated the.effort that we were able to
initiate’beginning yesterdéy; thag you referenced, to see'if
we might fiha some meetingvof the minds on how‘to approach
this iésUe jn a way that could earn a consensuﬁ, tﬁat coUld-goA
into a bitl, that could be constructive. And as you have
indicated, i waﬁt'to continue that search, continue that
discussion.

I think there will be adjustménts made. I am very
consciou§ of wanting to.find a formula as well that the
Chairman would feel would make sensé. I-don‘t say that in
this context at this moment; but I would hope, as we go along,
that perhaps- if:we could find é way hére, find someth{ng that
the Chairman as well would feel was a constructive addition
to the bitl --

The Chairmén. Senator, I am quite willing t; explore
that, and'oﬁviousty we will certainly have that as a major
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consideration and comfort.

I must say that you have done an extraordinarily eloquent

job in presenting your point of view, and I share a great deal

of your concern, as I statéd in my comments. I am
épprétiative of the contribution you make to this committeg.

Seﬁator Riegle. You are gracious to say that.

I want to also say that I feel the .same toward the
Senétor from Missouri. He was very kind in his remarks, and
I appreciate very much his. leadership here, and in.other
settings as well.

The Chairman. Senator Bauqus?

Senator Baucus. Thank you, Mf. Chairmén.

I also want to join'Senator-Daﬁforth in ;omplimenting.
the Senator from Michigan.

I think that, as we address the question of tﬁe trade
deficit, whether it is b%lateral or global, all of us are
coming a long way == that is, we are learning more about the
nature of the pfoBLem and we are fearning morevabout the
causes ofvthe problem. It is part of fhé process.

I think that Congressman Gephart has advanced our
understanding and our willingness to more effectively address
the very severe problem of the trade deficit;

I also think that the Senator from Missouri has a

. refinement -- I think it is an improvement. It is a better

idea on how to address it.
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I further think that as we work out a solution, we are
all agreed that we are going to find a solution that is

somewhere, if you will, between the Gephart provision as it

passed the House and the provisions that are currently 1in

this bill.

As we look for that éolution, I hope that we keep
trying to find'a still more imaginative, still more creative
solution tﬁat is bothHeffective and responsible, and.by that
I mean.a solution that does have some kind of results test

that does force us to look at results so that we do begin to

“reduce this déficit, but also one that enéourages cooperation

with the céuntrieé'invoLvéd;

It.is my concern fhat.the GepHart Amendment, and some
others, are too mﬁ?h pointing the fihger of blame at the other
count;y, when in fact we know that our trade deficit is caused
not only by other countr{es' anéir foreign trade practices
but also caused by some of the actions or inactions that we
are responsible for here in our own country. One example is
our fiscal deficit.

So, I would hope that, as we iook for a solufion, we
also explore a more responsible dimension. A more responsible
dimension might be -for thé United States, under Article 23 of
the GATT, to try to find in the beginning -- for, say, nine
months to a year -- a'multiléteral solution that will
stfengthen the GATT and ohe which will focus on the problems
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not only caused by other countries but by our country as well. |
If that does not work, then perhaps we can fold in some of the |

results—-test provisions that you are talking about or
Senator Danforth's.
So I think we will find a solution, and I think that you

are helping advance this by rafsing'the Gephart Amendment.

reSpqnsible dﬁmensions of this, we will probably find that
we are going to be better able to reach a solution, becuase
other countries -- namely Japan in this case -- will be more
willing in coming along.

Senatof Péckwood. Mr. Chai?man?

The Chairman. Senator.Packwoéd.-

Senator Packwood. Mr. Chairman, I want to support this
bill if I can. I hope I.caﬁ. There are some good things 1in |
it, although it is becoming incremenfally worse --
incrementally. There are just Little things here and there,

when accumulatively added together make it more than I may be

able to support, unless I can rationalize it by saying those bad
things aren't in the House bill, and we have a chance when we

go to conference to drop them.

i
i
|
t
|
|
)
'
!
i
|
|
i

Clearly, if we adopted the Gephart Amendment, that would

‘be the absolute atom bomb on this bill, and I would totally

‘- oppose it.

So, Mr. Chairman, just to make sure we are not

Moffitt Reporting Associaies

,"2{'!2‘) 25,320
Sllel o ss




10

11

12

13

14

15

16

17

18

19

20

2

22

24

25

123
incrementally géing too far, I would like to offer a
sense-of—the-committge resolution'fhat we are opposed to the
Gephart Ameﬁdment.
(Laughter)

(Continued on the following page)
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(Continued from preceding page.)

The.Chéirman. The amendment is not before us.

Senator Packwood. That is right. It is on the bill
on the fioor. These are; essentially, the committee
resqlutions that we are opposed to the amendmeﬁt.

The Chairman. Are there further comments on this?

Senator Matsunaga. Mr.-Chairman?

The Chairman. - Senator Matsunaga.

Senator Matsunaga. I think that Senator Riegle really
deserves commendation in his wdfkingAwith-Charts and
explaining the --

(Laughter)

Senator Métsunaga. ~-- Gephardt amendment; It has'beéh
made mﬁch mére understandable by Senator Riegle than it has
been in the House, I believe. But, the thiﬁg that bothérs
me'the most about the Gephardt amendmént is that, as the
Senator has pointed out, we are today the greatest debtor
nation in the world.

In order to pay off that debt, we are going to have to
accumulate surplus in our trade balance. And when that
happené, supposing our trading partners enact mirror
legisiation, then where will we be?

This is the'real prdblem,land I feel that at this point,
and I am glad the Senator is not offering his amendment in

committee, because perhaps it can be further discussed on the
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floor. But, on that basis, I must oppose the amendment.——
if he offers it. And I do hope he will not offer it in
committee.

Senator Riegle. If the Senator will just yield just
for'a.moment, I woula say I appreciate his kind comment; and
I woqld just say I am preéared to see the United Sta£es.live
byvthesé kinds ofAstandards. There is nothing in this proposal
that I think ought to'apply-to others andinot apply equally
to us.

But we don't have the problem of unfair trade practices

keeping other nations out. That is why everybody'heads here

with all their surplus'production, because we have been the

true open'mafket.

It is interesting, some of the natiohs with which we
have a positive balance 6f trade-—— and there are very few
of'them -- Soviet Union; Libya, Albania, Bulgaria, Cuba,
Vietnam. I mean, thése are the countries today where we
have trade surpluses, and it is a very short list.

Paraguay, Greenland, Pakistan, the Falkland Islands --
but if yéu go into any of the nations of conséquence-around
the country -- a few exceptions, but théy are clearly.
exéeptions -~ it is the other way around.

So, I am quife prepared to take the proposition that'
the equivalent of our amendment should apply equally to us

in the future.
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\ Senator Matsunaga. The response to that is anew,
because we have things to sell to these countries and they
have nothing that we would buy. Take the case of
Afghanistan -- what will Afghanistan sell us?

‘Senator Riegle. See, it is more the problem of the

things that we have that we could be selling in Japan --

there.are a lot of examples. But, as.you know, the door
is shut,-even though the quality is better in many cases,
the priqes are lower. But, sorry, there is a no sale sign
on the door.

‘The Chaifman. Senétor Rockefeller.

Senatof Rockefelier. Mr. Cﬁairman, I regret thét
Senator PackWooa, if he'indeea tends to do this, is putting

this motion before us. It seems to me that there has been

a sense from around this panel that there are some of us

who would like to both work to see that this process finally
resulté in sémething'which is so much stronger than what we
now have; but on the other hand, as the Chairman himseif
indicated, we want to éee the biil éigned.

And, if it is not,.Qe want to see the veto o?erridden.
Now, this is very much a matter of process, and it strikes
me that this committee has been operating very smoothly and
very sﬁrongly with respect to a procéss oficonsénsus.

What Senator Packwobd,is doing is intervening directly

into that process at this point to, in a sense, force a vote
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on something which'is, perhaps, negotiable at some point
within this process. Now, if we come to that point, then
we have to look at more than-fin fact, we have to this
point.

For example, the diseussion here has only been about.
trade balances.‘ Senator Riegle, with respect to his
presentation, talked about trade balances. And they ere
ektremely important. Part of what points the directionvof
trade balances for the future'is the natﬁrevof'the ecoﬁomies

which respond or don't respond to trade initiatives from us

or from other countries.

The matter of what is it ehat-will causeABrazil, for
example; or.Qhat is it that.will eause japen, for example,
over the longer ﬁerm, or the mid-~long terh, to restructure
in a way substantial enough to allow oﬁher parts of this
bill to work -~ I think is of moment.

Senator Packwood, in offering this amendment or motion,
seems to me tb'p?eclude a process which can fairly work.
Now, I understand how he feels about the matter and he'is
following through on his instincts. But, I cannot support
the amendment, because I don't think it is fair to the
consensus that the Chairman has worked to build with respect
to this entire bill.’

I want to see something that the Senate can support,

that the House can support, and that the President can
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support, and which also addresses problems which need to be
addressed very substantially.
The Chairman. Senator Rockefeller, Senator Packwood
will seek the vote.  Senator Danforth5
Senator Danforth; Mr. Chaifman, I have the opposite
view of Senator Packwood's vote. i am obviously in favor
of the process. I just said I was in favor of the process.
But, I think it is a step forward to recognize where Qe‘

are. When Congressman Rostenkowski took the position that

the House view was going to be insisted on by the House

conferees, that the Gephardt amendment'was going}to be
insisfed on by the Hoqse conferées; a lot of people havé
asked me, weil, is the Gephardt amendment going to be passed?

And I think that it furthérs the process of cbming up
with.some reasonable compfomise, sbme reasonable middle
ground position. If we make it totally clear that from the
standpoint of those who are going to représent the Senate
in the conference} the Gephardt amendment doesn't have a
chance.

I really think that facing up to the truth, facing up
to_the reality, the political reality, is a very important
step forward.

Senator Heinz. Mr. Chairman?

The Chairman. Senator Heinz.

Senator Heinz. Mr. Chairman, I am going to oppose

Moffitt Reporting Associates

(300 350.2223

Fa Vo ?




14

15
16
17
18

19

20

21

22

23

24

25

129

Senator Packwood's motion.

The Chairman. He hasn't made it Yeﬁ.

Senator Heinz. Well, my understanding is that he will.
But, if he doesn't, I won't. |

(Laughter)

Senator Heinz. But, he said he’was goiﬁg to and he is
usually a man of his word.

Senator Packﬁood; That might be a worthwhile trade-off.

(Laughter)

| Senator Heiﬁz; And I will tell you why. We have been

through a colldquy,between-Senator Danfqrth; éenator Riegle,
and others, and to which I would-gladly have joined, except
for.the amount of time avéilable td-the committee, to éxpress

my‘agreement that we do need to strengthen -- when all is

said and done -- the adversarial trade provisions of our
bill.

If there were to be the'kind oflvote that Senator
Packwood proposes to have, what,the substanée we would be
voting on-is a sense of the Finance Committee resolution
against an amendment that generically has in it a number of
things that you must deal with in some fashion if yoﬁ are

going to deal with the question of adversarial trade.

There are three. First, some kind of results orientation.!

If you do not look at the red ink, and if you are not

determined to do something about the red ink of the trade
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deficit and measure accordihgly, it is probably going to be --
and here, I believe, Senator Baucus was quite explicit --
you are really not going‘to be able to have a éolicy‘ﬁhat is
terribly meaningful.

A second element is directly addressing the présistent,
continuing, mercantilist éolicies of, not necessarily one,brv
two couﬁtriés, but most of the rest of the world. So, £hat
is é second common_elément.

And third, there is the'real question of whether or
not you are going to act at»all‘to take on the consistent
significant surplué countries, as I say, either singly or
as a grdup; as opposed to their.préctiCes. And I would not
want,'at this point, to cast a vote that could be misconstrued
as saying i don't want to take on ﬁhoSe problems, those
challenges. I do want to take them on. I want Senator
Danforth and Senatér Riégle and the rest of us to sucéeed in
strengthening our bill. |

So, if.the'amendméht is offered, I won't support it.

The Chairman. Senator Packwood, are there any comments?

Senator Packwood. Mr.»Chaifman, I have had several'
members say they want to vote, and send me notes and say I'm
with you, but please don't do this.

(Laughter)

Sénator Packwood. I didn't make the motion, I made the

suggestion only half facetiously in this sense. We all know
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on this committee‘ in this committee, the Gephardt améndment
ié not going to be adopted. Itlis not gding to be adopted

on the flopr. If we have a vote, I think it will be defeated
«rathér handily.

What bothers me is that this bill is only incrementally
going to affect trade, and many people are éelling amendments,
which I thiﬁk are bad amendménts, saying that it is going to
dramatically improve trade -- and it isn't.

And I understand all of the forces that are pushing for
limitations on trade,,justifiébly in their mind trying to
protect their joﬁs,'damn>the,torpedoes, full speed ahead,

don't worry about the consumer prices, protect the job.

That is an understandable viewing:

And I understand the other sidg, often represented by
the retail industry, that flies under the banner of free
trade, who really simply says.we want the cheapest shoes‘we
can get. And, if by chance, someﬁow free trade didn't
produce that, then the rubric of‘freeltrade would be gone.

»Evérybody is looking out for théir own interest, and
there is nothing wrong with that. James Madison uﬁderstqod
that perfectly._ It is up to this committee and ultimately
up to the Congress to try to harmonize those interests.

All T ém saying, Mr. Chairman, is that the intefests of all

of those groups will not be furthered if we move in the

wrong direction. And just incrementally this bill is starting

Moffitt Reporting Associates

Nm11 1cA A
(301) 35002223




10

11

12

13

14

16

16

17

18

19

20

21

22

23

25

132 -
to move in the wrong direction. It isn't there yet, and it
is savable, and the Chairman has done an admirable job. I
don't envy him in this situation. I_knOW‘what he is going
through.

But, I will be prepared, obviously, to fight the Gephardt

amendment or anythingvelse that moves in that direction.

Needless to say, that, in and of itself -- I think I can say
this, Mr. Woods -- no matter what else was in the bill, would

cause it to be vetoed. It may get vetoed anyway if we put

. other bad things in, but there is no gquestion about that.

So, I will withdraw, Mr. Chairman, simply because I
know‘theré is no fear of‘this.committee.or of the floor of
the Senate putting,thét'amendment in or anything like it.

The Chairman. Thank you very ﬁuch, Seﬁator Packwood.

fLaughter)

The Chairman. Let me state thét-I get back to the
realities of what we face and all of this'wofk we have done.
And I want it to finally end up in a piece.of law that is
going to help turn this concern 6f ours- around énd this
incredible tréde deficit that we have. And we have great
support in this committée for 301 aﬁd 201 and what we have
done there. And I think that is a tough and a fair trade

bill that we have done. I 1obk at the Gephardt'situatioh,

! where it was voted on in the House and carried by four votes.

And, it is obvious that it would result in a veto.
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I think we would have an extremely difficult time
overcoming that véto, if thét islé provision in the piece
of legislation. And yet, this incredible frade surélus by
some nations bending their economic policies to whatever
extent they can to have that kind of a trade surplus and.
something that canndt be sustained'without destroying the‘
trading system of the world, gives me deép éoncern in tryiné
to find a way to address that. I am committed to and will
work to try to do that. Thank'you very much.

Now, with that and that having been withdrawn, let me
presenﬁ one.. If you would distribute this, pleése. This is
ohe that I would like to §resenth

This is an amendment to go in the National Security
_section. I have proposed it for that purpose, and it deals
Qith the peril point on the importation of oil. What we have
seen in this country is avsi£uation where in 1985, we were
importing 27 percent of the oil we used in this country.

And, depending on the fluctuations and the month-to-month
importation of o0il, is running from 37vto 42 percent now.:
Back at the time of the’crisis,lwhen we had the oil embargo
slapped on us, you had a éituation theré where oil imports
were approximately 33 percent -- substantially below what
they are téday.

We have increased vulnerability year by year. It doesn't

i do any good to have those tanks and those ships and those
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‘I am proposing in an amendment under the National Security

thinks we will be back to long lines at the gas pumps in not

'by the wayside, and that you are seeing Mexico has topped

a4projeétion each year as to what the dependence on foreign

"dependence that would pass 50 pércenf -- that that certainly

e SSSSSSS"”"”"HEEEEE—EEEEEEEEEEEEEEEEEER
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airplanes if you don't have the fuel to run them. So, what

Provision is no expansion of the President's powers. The
President's powers under Section 232 of the Trade.Expansion
Act provide for him‘to'exercise certain powers if you have
a problem and an overdependence on oil.

The Department of Energy has just cited that; the

Secretary of the Interior has cited that and says that he

too many years.
What you are seeing is a situation where oil production

is dropping in this country, that conservation has fallen

out on their 6i1 reserves, Canada has topped out on theirs,
the North Sea will be topping out this year. And you are
Seeing a.further and greater concentration of dependence on
the Middle East:for oil.

So, what this states is that the President would have

0il would be for the next three years. And, if in any one

of those three years it is projected that you would have a

has to be a peril point and a crisis point -- then that the
President must present'to the Congress his proposal as to how

to turn that around. And that obviously could be conservation
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practices, it could be incentives to the industry, it could
be quite a variety of thihgs;

That is in the current law what this does is puts a
trigger there and says that you have to get off the dime,
you.have'to present it.to the Congress and it then would be
subject to action by the Congfess and céuld be overridden:
as the present law requires undet Section 232 by the acﬁion
of botﬁ'Houses of the Congress.

And, sd I am proppsing this amendment. We have quite
a number of members df this committee who are joinf sponsérs

of the bill as it was recently iﬁtroducéd. But, the fact

sheet that has now been distributed to each of YOu declares
that the U.S. Energy Security requires a nétioﬁal energy

.policy in which the foreign o0il dependence will not exceed

that 50 percent of consumptioh}

And it goes througﬁ the specific tﬁings that I have
stated to you. And I offer-thét amendment for_the
consideration of the commiftée. |

Senator Packwood. Could I ask a queétion, Mr. Chairman?

The Chairman. Yes, you may.

Senator Packwood. I don't understand the present'laﬁ.
Maybe staff can explain it;

The Chairman. All right.

Senator Packwood. Under Section 232 of the Trade

! Expansion Act of 1962 -- and I am reading here from Senator
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‘Bénsten's handout, if I read it correctly -- the Pfesident

can impose imports.
The Chairman. He could.
Senator Packwood7 And they go intb effect automatiqaily?
The Chairman. No. He proposes them and then it is sent
to'the Congress, and the Congress -- it woula be presented
td the Congress and the Congress will have a set period of
time within which to override it. That was done previously --
President Carter did that. He sent it to the Congress. He

recommended the imposition of those import fees, and the

‘Congress overrode that.

Senaﬁof Packwood. First,'what I am trying to find out
is what the 1962_Aét says} and-do i re;d it corfectly, that
the President can -- and I am quoting here -- "He can impose
such imports that will not treaten to impair the natioﬁal
sécurity, subject to Cdngressibnal disapproval, in the case
of petroleum impbrts."

The Chairman. That is correct.

Senator Packwood. Now, do I réadAthat correctly? Apart
from petfoleum, under the present law he can impose import
restfictions, and unless Congress overrules them and literally
votes them out, they are automatically in. Is that correct?
At the moment, under the present law, how do thé petroleum
imports differ from the other imports?

Mr. Lang. It is just a.special provision.
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Séhatbr Packwood. What?
Mr., Lang. There is just a special provision.
The Chairman. For the petroleum imports.
Senatér'Packwood. Yes, but here is what I don't
undérstand; Let's say he puts an iﬁport limitation on

textiles. ThatAgoes into effect automatically. He puts a

limitation on petroleum; that goes into effect unless Congress

disapproves it.
Mr. Lang. Right.

Senator Packwood. Don't the textiles go into effect
unless Congress disapprOves it?

_Mr; Lang. No, Congress has no statutory procédure
for disappréviqg ahything except in the -- |

Senatqr Packwood. Avjoint resolution is enough on the
petroleum exportsﬁ The President cgn't veto or disapprove it.

Mr. Lang. Rigﬁt.

Senator Packwood. All right. Now let me go down to
what Senétor Béntsén is suggesting to make sure I understand.
We go through the_Sections l, 2, 3, 4, 5, and we find that
90 pefcent in the projections and that we are going to fall
below the 50 percent. Now, is the President given the
authority to do everything that is stated in 6, and unless
Congress turns it.down, it goes into effect.

The Chairman. I am advised, Senator, that this is in

no way inconsistent with the administrative procedures under
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1 Section 232.
'”j) 2 Senator Packwood.. Forbthe ﬁdment, I am just trying to -
~ 3 find out what it is that 6 gives the President the éower to
4 do. Really, it says hé has all powers currently within the
5 law. But, the first section up above related just to'imports,
6 | didn't state anything else. And I'm trying to find if 6 is
7 an expansion of that, or whether he ‘at the momenﬁlhas the
8 power to impose. And I am looking here, tax and other
9 incentives for stfip oil production-dffshore and whatnot.
50 Does the Presidént have the power to do that now, to

11 impose tax incentives?

12 Mr. Lané. No.
; 13 The Chairmaﬁ. I_don't know that he dées;
,i> 14 Mr..Lang. No.
- 15 ' éenator Packwood. 1In other Qords, ﬁnder the present

16 law, is his power iimited to impért guotas or import

17 restrictidns'éf some kind? I think so, but I don't find
18 anybody who knows theAanswer.

19 Mr. Lang. I think thaf is correct, Senator. Let me
20 just check the law.

21 Senaéor Packwood. While you are looking that up, if

22 that is correct, then 6 is a substantial expansion of

Presidential powers, is it not?

The Chairman. I am advised it is not. That it is

definitely not an expansion of Presidential powers. - In fact,

!
i . :
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I asked to be Sure that we structured it so it was not.
And I am advised that it does not.

Senator Packwood. Then now.--.and I will come back to
my question again -- now the President does have the power
to impose tax and.other incentives for stfip 0il well
production. He could put back in the 27 percent depletion
allowance under the present law by fiat, and unless we then
repéal it, by law. it goes into effect?

Mr; Bolten. 'Senator'Packwood, the answer to youf
initial question as to the President's Curfent powers under
Section 232 are that it iS'limitedvto impor£ relief.

Senator Packwood. Ali fight;

SenatortMatsunaga. No taXes.

Mr. Bolten. No mention of taxes under Section 232.

Senator Packwood. But see if Mr. Lang agfees.

The Chairman. It reads spécifically -- let me read it.
"And the President shall take such action apd for such time
as he deems necessafy to adjust the imports of such agticles
ana its derivatives." Ndw, that is the point that Mr. Bolten
was making.

Mr. Bolten. Yes sir, exactly.

The Chairﬁan. And I am reading from it specifically.

Senator Packwood. Now, then under number 6, let's

; take it. It states that, "The energy plan may include the

utilization of all powers currently within the law." I assume
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that means the import relief powefs.

The Chéirman. That is right.

Senator Packwoéd. And comma -- energy conservatioh
actions. Does that mean curreﬁtly within the law, or does
that mean energy conservation éctiéns invaddition to what --
apparently there are none in the law now -- in addition to
what is'there?

The Chairman. Well, that wou}d dbviously have an impact
on imports -- conservation hethods would.

Senator Packwood. So the President could order
conservation actions_which will go into effect unless Congress
turns them down.

The Chéirﬁan._AUnless_Cbngress turns‘them'down.

Senator Packwoodf All fight. He could order an
expansion of thé strategic petroleum reserve beyond what
Congresé.has directed ana approp:iated'to pay for, and it
goes into effect unléss we turn it down. And he can order
production incentives.for'domestic oil and éas,-whatever those
production iﬁcentives might be, including‘tax and othef
incentives, for strip oil pfoduction; offshore frontier and
other produced --

The Chairman. Senator, that is all in the present law.

Senator Packwood. Well, is that all the pfesent law?

The Chairman. Well, it affects imports.

Senator Matsunaga. Not the taxes.
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The Chairman. Senator'Wallop.

Senator Wallop. Mr. Chairman, I d;d not hear the last
obéervation, whether it is in present law. But, I would
point out that tﬁere is within the reach of both Houses the
ability.to stop whatever conclusions the President arrives to.
But it strikes me that és.a hatter of natiohal security
interest and national econdmic-ihterest, at'the.time when
iméofts reach the stage-of 50 percent, we become vulherable
to the same kinds of total, not just oil and.gas‘market
disruption, but total market éisruption that took place in
1973 and 1979.

.Now,.maybe fhat is the.wiil of the Cdngress to let.us
be and remain vulnérablé to that, but at least we opght to

have the possibility of examining some means of extracting

‘ourselves from that kind of a circumstance. And this is

really a frigger mechanism toltry to force some energy policy
planning. And it does no£ neceésarily have to be done by

any one of the.serial thinéé mentioned, a combination df thém,
or something that is not mentioned in there.

But, it seems to be necessary to understand tﬁe
vulnerability of this nation,bnot just our military services,
but our whole economic structure, whén.energy imports reachA
more than 50 percent of domestic production.

Senator Bfadley. Mr. Chairman?

The Chairman. Yes, Senator Bradley.
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Senator Bradley. Mr. Chairman, I woﬁld like tb_try to
address the'national security question, because I realiy
think thaf there is a.misunderstanding here. Because, the
premiée of the amendment is that national security is
threatened by the level of imports.

In my view, that is incorrect. In 1973 énd 1979, when
we had an oil supply disruption, the problem that we
experienced was a dramatic increase in price. And we had to
pay that increase in price. And we paid‘the biggesf total

increase, because we are the biggest consumer of oil in the

world.

It doesn't make any difference if we were importing
20 percent or 40 percent or 60 percent. The price woula go
up on all bafrels.of oil that we consumed. That is the
danger. The only way out of that:danger is to say no, when
the world price goes up,‘we are not going to allow it to go
up in the Unitéd States -- we are going to put price controls
on it.

And, indeed, that is what happengd._ I personélly
wouldn't like to see price controis. The danger, though, is
the economic cost, not the level of importé. So, my argument
is that the amendment is éimed at the wrong thing from a
national security perspective.

The second problem I have with it is that I saw in

today's newspaper a news story that said "Reagan seeks oil
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industry tax relief". And it went on to describe the

-inctease, the depletion allowance, etc. I don't really

think that we want to give the President the authority to

do that without us being able to debate whether, indeed,

we want it to happen;

But; as I read the proposal, it seeds fhat authority
to the Presidenﬁ. But, my‘primafy’objection here is the
thing I think it targets the wrong issue. It is not ;evel
of imports -- it is the price iﬁcrease_that does the damage.
And if you are really concerned abqut'will there be adequate
supply for the military,-then-you héve a strategic petroleum
reserve. And you éhoﬁla be incfeésing that at a higher rate
than you are now. |

The Chairman. Senator, I.strongly agree with increasing
that reserve. I haVe‘supported you time and time again on
that. I believe fhat has to be done. I alsq strongly
disagree with you on the idea that the level of the imports
is not a major factor in this. Thefe{is not question when
they éurtail the amount of imports, that they are going to
drive up the price, qnless you go to price controls here.
And then you go back to the long lines at the gas pump and
the great disruptions, and all the bureaucracy of trying to
administer it.

So, I frankly think that we are extremely vglnerable,

and if we get bast that 50 percent, that ought to set off all
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thevalarm bells in this countryi _And:we are headed right
back to where we were of having the OPEC countries finally
get together and slapping an embargo on us. And theﬁ, I
think, Qe are in serious trouble. And we ought to have the
mechanics in force by then.

Senator Chafee. Mr. Chairman?

The Chairman. Yes, Senator Chafee.

Senator Chafee. Mr. Chairman, I would like to adaress
a question to the staff. It is not entirely hypothetical.
Under.232, it is currently possible for the President to
impose an oil import fee oﬁ oil coming intélthe United
States?

Mr. Lang. Yes.

Senator Chafee. An oil impéft feé.

Mr. Lang. Yes.

Senator Chafeé. And so, what does this bill do that -

' The Chairman. What it doeé, Senator, it puts a trigger

there. It says that when it is in the projections of
dependenée on foreign o0il, that it has'éhown that it is
passing 50 percent, then that the President has to get off
the dime and propose the pélicies that will help turn that
around, and send it to us, and then Cbngress approves or
disapproves. |

Senator Chafee. Now, I must say, I amazed that the

President can do that under 232. He can just do it
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unilaterally? I presume he makes some findings aﬁd then --

The Chairman. Senator Chafee, he did that. President
Carter did thét. And the Cohgress oVerturned it.and rejected
it.

Senator Chafee. He proposed an oil import fee?

The Chairman. Yes. $10 a barrel. That was about
19 --

Senator Bradley. 1979.

The Chairman.. 1979. Yes, that is right.

Senator Chafee. Well, the part on this that does give
me trouble is, of coufse, number 5, where the Congress
di#approves, rather than having to approve.

The Chairman. Once again, Senator; we track the
p;esent‘law.

Senator Chafee. And also, I am surprised that the

number 6 would meet a constitutional test. I am of the

opinion of the Conétitution saYs that taxes must originate
in the House, and yet here they oriéinate in the White House.
Is there_any problem there, Mr. Lapg?

Mr. Lang. Well, Congréss has frequently delegated to

the President the authority to raise a tax. For example,

-the authority to proclaim rates of duty was the delegation

of authority made first in the 1930s. The President was
giVén enough guidance on what the limits on his tax increase
power were, and under the 1930 Act he could incfease, or
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‘reduce or modify rates of duty.

So, it would appear that at least over 30 or 40 years
it has been_constituﬁional.
Senator B;adley. But rates of duty are not rates of

income taxes. I don't think he has the authority under the

Section 232 to cut the tax rates, the income tax ratés, for

certaiﬁ corporations.

Mr.4Lahg. It is revenue. The same constitutional
principle would appear to apbly; whether you are delegating
the authority or --

' Senator Packwood. But does he have the power under the

‘present law, I. think is what Senator Bradley is asking now.

Under 232, could the President decree a 20 percent corporate
income tax rate for petfoleum companies?

The Chairmaﬁ. Let me state that as I understand it,
this question,,th;t-qqesﬁién‘Was ﬁebatéd before. And, it
waé stated that‘it'migﬁt have to ultimately be resolved ip
the courts -- that épecific qﬁéstions. "But; the Cdngress,
with that in mind, went ahead aﬁd wfote what it has written.
And this has been in the law and has beeﬁ utilized, as I
cited in the case of ?resident Carter.

Senator Packwood, With all deference, Mr. Chairman)

I don't haye my question ans&ered yet. Mf. Bdlten says he
cah impose import restrictions. I am curious if, under the

present law, he can impose corporate tax cuts, depletion
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A allowances, gasoline taxes. Aﬁd when I was reading some of
/ij) 2 these, you made a statement it will reduce imports; The

) 3 Synfuels program will reduce imports; If you dan start that
4 up and get it going, it will reduce imports.

5 I want to kﬁow, under the present law, can he do all

6 || those things?

7l Mr. Lang. Senator Packwood, Section 232 usés unusual

g || to change a rate of duty, you just write it that Qay. The
10 || way Section 232 reads‘is "The President shall take such

1 action and fof such time as he deems necessary tO'adjustj

12 thé imports . of such article and ité derivatives, so that
13 imports will not threaten to impéir the national security."

|
|
|
|
i .
_ 8 language. Usually when you give the President the authority i
| :::> 14 || And that is very broad language.
N ' 15 Senator Packwood. Under that reading now, I'll let
16 somebody else ask, under that reading, what you are saying

17 || 1s he can, therefore, do anything that affects that

18 || conclusion.

19 Mr. Lang. Well, I don't know that the full extent of

20 this language has been explored. But, it is very b;oad

21' language compared to what you usually write whén you give

22 the Presidentvthe’authoritQ to change rates of duty. ﬁ
2 The Chairman. The problem is, you have got yourself a ,

crisis on your hands when you get to this kind of a situation

where there is dependence on foreign oil.

——
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Senator’Wallop. Mr. Chairman, if I may.

. The Chairman. éenator_WallQp.

Senator Wallép. I would likevto_answer Bill Bgadley's
statemént. The fact is that the price was what created the
economic disruption; And I have no quarrel with that, ana
I doubt the Senator from Texas does either.

The problem is, what gets you to the point where price

can be manipulated so easily? ‘And that is related to the

level of imports and dependency, which cannot be reacted to

quickly.

Senator‘Bradley. No, I would disagree. It is related

“to a disruption‘in»supply.

Senétor Wallop. Well, the disrupt{on is only aVailable
to‘you when you command such a dimension in the market that
the iespdnse of the domestic_market is unavailable.

Senator Bradley. Let's assume we imported zero, but
Europe and Japan imported a lot of o0il. And there was an
Iran/Iraq war that expanded and disrupted supply, and world
productién was cut by 7 million barrels, and the price goes

up $30 a barrel. Every barrel of o0il we produce in this

"country has a $30 per barrel increase, whether we imported

any oil or not. The only way you could avoid that is price
control.
Senator Wallop. Nd, I don't accept that. I do not

believe that we have to pin our entire price dependency on
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the rest of the world. I do agree that from time to time

it can become that way. And, in that instance, the

'PresidentAalready has the power that we are tracking here.

What we are talking about here is to try to reduce, in some
way, our level of dependency -- our own market dependéncy'-—
on foreign sources. Now, 50 percent, some would argue, is

higher than it ought to be. Perhaps the Senator from New

" Jersey would like to see it at another percentage.

But somehow or another,'in the law bf supply aﬁd demand,
there becomes an évailability -- one of the things the
President céﬁla do is stop export autho?itiés; rather than
impoSé pricé restraints under Section 232.

Whéﬁ we are trying tb look fOr.here, the Senétor from'
Texas and I, is a trigger mechanism that gives us some
intellectual approach, if you will, and you might not say
it is very intellectual, but if you have another suggestion,
let's do it. .Bﬁt something that triggers ﬁhinking about
the economic'security, or lack of it, on energy prices and_
dependence in this coﬁntry.

" The Chairman. Senator, if I might, the Chairman has
deferred his amendmeht, requested the other Senators b:inging
up their amendments, I have done that? My time is abdut to
expire. I think members know how they are going to vote
on this thing. And-I would like.to bring it up for vote,
if I may. |
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If there is no objection, then will you call thelroll,

because I am sure it is going to be a divided one.
The Clerk. Mr. Matsunaga?
The Chairman. Yea by proxy.
The Clerk. Mr, Moynihan?
(No response)
The Clerk. Mr. Baucus?
SenatorlBaucus. Yea.
The Clerk. Mr. Boren.A
The Chairman. Yea by proxy.
The Clerk. Mr. B;adieyé
Senator Bradley. Nay.
The Clerk. Mr. Mitchell?
(No response)
The Clerk. Mr. Pryor?
The Chairman. Yea by proxy.
The Clerk. Mr. Riegle.
The Chairman. Yea by proxy.
The Clerk. Mr. Rockefeller?
Senator Roqkefeller. Yea.
The Clerk. Mr. Daschle?
The Chairman. Yea by proxy.
The Clerk. Mr. Packwoodé
Senator Packwood. - Nay.

The Clerk. Mr. Dole?
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1 The Chairman. Yea by Proxy.
2 | The Clerk. Mr. Roth?
3 Senaﬁor Roth. ﬁay.
4 The Clerk. Mr. Danforth?
5  Senator Danforth. Yea.
6 | The Clerk. Mr. Chafeé?
7 Senator Chafee. Nay.
8 The Clérk.A Mr. Heinz?
9' Senator Heinz. Nay.

10 ' The Cierk. Mr. wWallop?

1 Senator Wailop. Yea.

.12 The Cierk. Mr. Durengerger?

13 -Senatof,PackwoOd. -Nay by proxy.

14 The Clerk. Mr. Armstrong?

i 15 - (No response)

16 ~ 'The Clerk. Mr. Chairman?
17 The Chairman. I withdraw the voté of Riegle. The
18 Chairman votes Yea, and I ﬁnderstand Senétor Moynihan Qants
19 ﬁo be recorded as Nay. |

~é0 Senator Wallop. Mr. Chairman, if I may, Senaﬁor

21 Armstrong earlier expfessed to me his desire to be recorded
22 in the favor on this-thing,'bu£ I da not have his proxy and
s3 || would like the privilege of the committee to seek it.

24 g | The Chairman. I'm sorry. I was interrupted.

,_') 25 ; Senator Wallop. Senator Armstrong earlier expressed to
i
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me an interest in sdprrt of this amendment, but I would not
want to cast his proxy without specific permission from him.
But, I would like the opportunity to seek it.

The Chairman. I have the same problem with Senator
Riegie. There is some coﬁfusion on that one, so I withdraw
that one; Obviously, we have that open until 5:30 anyway.
So, it you would announce the present vote.

The Clerk. This vote is 10 Yeas, 7 Nays.

The Chairman. All right. Now, is thefé'another one.

I tell you, we have 10 more minutes before the Senate will
be.back out of recess.

Senatof Béuéus. -Mr. Chairman, I think I can take care

of this pretty quickly. Two or three days ago, I have

forgotten exactly which, we voted 10-10 on an amendment

offered on option quotas. That was fairly well debated
then. I would like to move to reconsider that vote.
The Chairman. The motion is made to reconsider. I

think, obviously, you are going to have to have a roll call

on that one.

Senator'Baﬁcus. Unless we do it by voice vote.

(Laughter)

The Chairman. Senator, I don't see much chance of éhat
when you had a 10-10. Are yéu moving to reconsider?

Senator Baucus. I am moving to reconsider.

The Chairman. All right. Please call the roll.
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1 Senator Heinz. .Mr. Chairman,vdoes ﬁe qualify to make
2 a motion to reconsider?
3 Senator Baucus. As I understand the committee rules,
4 | the answer to that question is Yeé.
5 The Chairman. Mr. Wiikins, will you state the committee
6 rules on that?
7 The Clerk. The committee rules have no specific
8 written rules for motions to reconsider. The procedures
9 || that have been followed in the past and.that ﬁhe Chairman
10 announced at tﬁe beginning of the harkup, are that any
11" || Senator can move, at any time, to reconsider a vote previously
12 taken.
13 The Chaifman. All right, fine. All right. The motion

14 is made to reconsider. Please call the roll.

15 The Clerk. Mr. Matsunaga?
. 16 | Senatur Baucus. Yea by proxy.
17 The Clerk. Mr. Moyﬁihah? g
18 . The Chairman. Yea by proxy. i
19 The Clerk. Mr. Baucus.
20 Senator Baucus. Yea.
21 The—Clerk. ‘Mr. Boren?
Py Senator Baucus. Yea by proxy.
23 The‘Clerk. Mr. Brédley?
24 Z Senatof Bradley. Yea.
;;;<j 25 The Clerk. Mr. Mitchell?
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1 Senator Baucus. Yea byAproxy.

2 The Clerk. Mr, Pryor?

3 Senator‘Baucus. Yea by proxy.

4 The Clerk. Mr. Riégle?

5 Senator Baucus. Yea by proxy:

6 The Cierk. Mr. Rockefé}lef?

7 Senator Rockefeller. Yea.

8 The Cierk. M?. Daséhle?

9 Senator Baucﬁs. 'Yea by proxy.

10 The Chairman._ I understand Senator Matsunaga, I'm not

1 sure that was called, but I am_told that he has been asked

12 | to vote Yea by proxy.

13 (Laughter)
14 : The'Clerk. Mf. Packwood?
15 Senator Packwood; Nay.
15' The Clefk. Mr. Dole?
17 Senator Packwbod; Nay by proxy.
18 The Clerk. Mr..Roﬁh?
19 | Senatof Roth. ﬁay.
20 The Clerk. Mr. Danforth?
o1 Senator Danforth. Nay.
22 The Clefk. Mr. Chafee?
23‘E Senatof Chafee.l Nay.
os E The Clerk. Mr. Heinz?:
} :-'3 254; Senator Paékwodd. Yéa'by proxy.
| ) l .
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The Clerk. Mr. Wallop?

Senator Packwood. Nay by proxy.

The Clerk. Mr; Durenberger?

Senator Paékwood. Nay by proxy.
The Clerk. Mr. Armstrong?
Senator Packwood. Nay by pery.
The Cierk. Mr. Chéirman?

The Chairman. Yea.

The Clerk. 12 Yeés, 8 Nays.

'The Chairman. Now, the motion theh.would_be in order,
as I.uﬁdérétand‘it. -Is that correct? Would that be the:
next procedure?~ | |

The.Cléfk. That is correct. ‘The'committee'has agreed
to reconsidéf.

The Chairman. We moved to reconsider, so the motion
is in order. Does anyqﬁe desire a foll'call on that? I
assume it is apparent from the previous oné. All in favor
of the motion, please state and make it kﬁown by saying "ayef.

(A chorus’of "ayes")

The Chairman. Opposed?

(A_chorus of fnoesf)

The Chairman. Motion carried. Now, Mr. Lang.

. Mr. Lang. Yes sir.

The Chairman. Senator Boren, who is engaged in the.

other'hearing, has asked that his amendment on fence panels
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be brought up on tariffs, I assume. Is that correct?
Mr. Lang. Yes'sir.
The Chairman. Now, would you expléin what that is.
Mr. Laﬁg. The purpose.of Sénator Boren's amendment
woﬁld be to add wire meshvfence panels to the President's

Field Volunteer Restraint Program on Steel. Under this

provision, the Administration would add these products which

are used for making fencing in the bilateral arrangements

they alréady have.

In the event an arrangement country refuses to expand

the coverage of the existing arrangement to include these

items, then under Senator Boren's bill the United Stétes,

'in the administration of the arrangements, would not have

authority to agree to a request from an arrangement country

for technical adjustments or exception or modification to

" the arrangemeht-terms, and, if appropriate, could require

eﬁtry by entry éertification of complianée.

The problem is that the steel used to make the fence
panels is, instead of béing imported into the Unitéd States
under the restraint program, is used-to make the fence panels
abroad, which come in at very'low priceé. And so, the purpose

is to expand the scope of the voluntary restraining program

to these fence panels.

The Chairman. Is there objection to this amendment?

(No response)
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(A chorus of ayes")
The Chairman; Opposed?
(No response)

The Chairman. Ail right.

that both you and I are'co—sponsQring. I think there is no
objection. The agreement says that in any caée in which
there is an incoﬁéistency between any provision of this act
and anyvbilateral free trade area agreement that was entered
into in force and effeét thaﬁ.reétrictéd the United States
beforeAJanuéry l,.l987,_the proVision_shall.not appiy wiﬁh
respect to the foreign qountry that is party to this agreemenf.‘
Mr. Chairman, that relates to the Israeli free tréde

agreement we just passed. It passed

it would be very wrohg and unfair to
by.stgtute what we have'agréed to in
is the point 6f this ameﬁdﬁent.

The Chairman. I stfongly agree

co-sponsor of it, and I support it.

question on it. 1Is there any question concerning it?

(No response)

Thé Chairman. If not, would you move it.

Senator Roth. Mr. Chairman, may I be added as a
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overwhelmingly. And,
announce our undoing

thatlagreement, and that

with it. I, obviously,

And I don't know of any
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that we will go into recess. We do not yet know that we will
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co-sponsor?
The Chairman. Yes.
Senator Packwood. Senators Moynihan and Bradléy wanted
to be added as co-sponsors as well.

The Chairman. Without objection, that will be done.

Senator Packwood. I move the amendment.

The Chairman. All iﬁ féVor'of the aﬁendment, make it
known by saying "aye“;
(A chorus of "ayes")
The Chairman. Opposed?

(No ‘response)

The Chairman. Motion carried. ©Now, let me state

be able to ﬁee£ whilelthe Senate is.in session. Hopefully
that will still be wofked out. We have made great progress,
again, this morning. And we are right at the point of
wrapping this thing up.

So, we will sténd in recess to the call of the chair,
and I will do my best to give you a half-hour's notice before

that. Yes?

Senator Roth. Mr. Chairman, can we at least be

informative on the amendments?

The Cﬁairman. Yes, we could do that. But, let me state

that I would not anticipate that we would be called back
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2 ‘Senator Roth. I would have two amendments ready.
3 The Chairman. All right.

4 (Whereupon, at 1:08_p,m., the hearing was recessed.)
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AFTERNOON SESSION
(3:40 p.m.)

The Chairman. Please cease conversation and be seated.
Hopefully, wé.are going down fhe home strgtth here, and we
want to expedfte it to the extent we can. .Mr. Lang?

Mr. Lang. Mr. Chairman, we have nofhiﬁé to'propose at
this point;

The Chairman. You have no-proﬁoséts?_ ALl right. Do
you héve amendments to offer? Senator Roth?'

Senator Roth. Mr. Chairmsn, I have two amendments I
would like to offer...The,first one'deats_wifh“stréngthehing
the hand of the U.S. Tfade.Répreéentative.v Mr. Chairman, I.
am sure you knéw that 1 feel‘véryAstrongly that the countries
that hévé been most succesful in trédé a;e those countries.
which have had, of cbursg, a strang trade policy, have had
good people, and mést importanﬁty:have had.gbod organization.

And what I Qant td proﬁése today is an organizational
chapge, a change that I_thiﬁk wiil pelp ensdre that the
substantive changes we are probosing in fhe LegisLation will
be fully fmplemented. Now, I have been very much concerned
dow& through the years--whether.it was a Republican or
Democratic Admini;tration--that trade has not received the
kind of priority that it‘deserves in this Qorld 6f foday;

One of the reasons I think that is true is that there is

no accountability, no single are to Look for the responsibility
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of setting poliqy and implementing it within the Executive
Branch. bne has a_tremendous turf battle with every new
Adm?nistration as to who is going to control trade policy,

and usualty éll; or several, w{nd up with a little bit of

tﬁe aétiOn; So, it seems to me we are at a very, Very logical
time to do something about organizatién.

I am not talking about a trade depértment; that is not
within our a}éa of responsibility, but what I am talking about
is within the authority of the Finance Committee.

. So, what I am suggesting is that the U.S. Trade
Representative'be>given the éuthority to decide and,implement
allt actions-~and‘I emphasize to decidé and implement éLL
actions--subiect to the specifit'dfrection, if any, of the
President in the quLowing trade mafters. And we haQe
five different ones.

The USTR would have the authority to determine adjustments
tq import competition, Section 201. The U.S. rights under
trade agreemehts in response to foréign unfair practices,_
Section 301.' Market disruption caused by imports from
Communist countries, Section 406. Administéring the GSP
Program, Title 5. And finally, protection of domestic
industries from infringement of patent and copyrights by
imports, Section 337. |

Now, what we are trying to do‘is give one person, the

HUSTR, responsibility and accountability in fhfs area and also

. ?quf_fit.t'Reporting Assoriates
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clout. . I think the USTR is one of the few cabinet positions

\

performance requirements.

Now, essehtiaLly, the USTR's ﬁolicy functiohs are given
expression by his chairfng an interagency trade policy
committee which advises the President on trade decisions;
but frankty, this committee does not even meet currently.

Let me boint out that this is not true in other areas.
The Secretary of the Treasury has very broad authdrity. He
commands a'$1é to $154biLLi0n'éxchange stabilization fund,

with only nomihaL Presidential approval. He can conduct

with other cabinet officers.

' At‘the same time, while we‘ are focusing -on the USTR

and making him a strong figure in any new Administration, it

is important to 'understand that we are not stripping the

Presidency of ultimate control over the execution of these Llaws.

We specifically say that the USTR is subject to the
specific direction, if any, of the President; and that was
included to retain ultimate control in the President, and he

!can choose any time he wants to give such direction as is
! .
inecessary. But it does not require case-by-case involvement

or directions as a precondition for the USTR to use his
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where he has very little actual authority, with one exception,

which is retaliation agéinst foreign trade-related investments

foreign economic negotiations without being required to consult
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1 authority. Now, I expect that the USTR will Eontinue, or

2 )| should, use the_interagéncy process to obtain information

3 || from other agencies. In effect, what my amendment woﬁld_do
4 | is require that, if a cabinet officer has a major policy

5 disagreement with the USTR, he would have the burden of

6 persuadiag_the‘President to djrect.the USTR to take a different
7 bourse‘pf action.

8 Qe would not find §urselves, as we have so often unaeh
9-llthe current situation, where a particutar'deciéioh may be

10 j{influenced most by the Seéretary of State who, rumor has it,
11 |{lwas kéy in cértain'situations with thg_Japaﬁesé, maybe

12 %nfluented by the Chief of Staff of Thethite Hpuse of some
13 {[other White House functiona}ies. We are putting the

14 fesbonsibility'and accbuntability in one person who can be
15 ||called before this committee ana intefrogatgd and'questionéd
16 |{las to'pblipy.

17 ‘.We know where the authority fs being gfven. So, I wouLd
18 |lurge and hope that tﬁe committee woyLd adopt this one step
19 jof reérganiiation. I think other things need to be done. I
.20 lImight Say that I had a calt_tbday.from Bob Stroud, whom I

21 -think we all agree was one of our most effective USTRs. He
22 lthas advised me that this is not the pérfect solution, but he

23 llsupports this amendment. He thinks it i1s a major step forward

26 :in providing the kind of power and authority and responSibiLityE

} __j '25 :—~clout, whatever you call it--any new USTR should have.

|

| .
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As I said, Mr. Chairmah, in closing, I think the time 1is

ripe for this because we are going to have a new Administration

in 18 months. I don't pretend to know who or Qhat party, but

I think it is important we avoid. a major turf war or struggle

in who is going to do what, and make it clear that there is’
one individual in the Execdtive Branch who has responsibility
and accountability for implémenting the trade policy we are
try{ng to enunciate {n this Act.

The Chairﬁan. I would. like to heér from Mr. Woods. Are
you prepared to comment on this?

Mr. Woods. Yes, I am, Senatort Thank you very much.

i cannot teLL you and words cannot express how strongly the
Administration opposes this amehdmeht.. I would Llike tb giQe
y ou someiéf the practfcal broble@s ye frankly see wifh this,
sfarting back with the history of- the creation of the O0ffice
of the U.S. Trade Represéntative.

It is my‘understanding that when the:0ffice of the U.S.
Trade Representative was created, the pufpose of this committee
was to make sure that.the_Presidentfs principal advisors weré
standing at his right arm whgn the Président made &ecisions
regarding trade matters. This would, in some respects, make
the U.S. Trade Representative into-=-if you will excusé tHé
expression--just another cabinet‘offi;ér. He would be on an

equal footing with all other cabinet officers, in a sense,

coming to the President, asking for his permission to take
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actions under the trade Llaws. Secohd, I would like to point
ouf that_in some of the actions the committee has previously
taken, some of the base$ upon which action cannot be taken
'“bérticularly-under’Section 201 and under Section 301 of
the'frade Law—-nouAthere'is a requirement fhat national sécurity
mgét be taken ‘into consideration.

And I submit that the U.S. Trade Representative is not
‘the'appropriate 6fficial to be makfng decisions with regard
to whethér national security‘waiverg should be usea in order
not to take action under Sectién 201 or Section 301.

In add{tion to that( action faken'undef Section 301 of
the Trade Law poténfiaily cam start trade Qars; and we areé
very senéitive:té fhét when we are taking retatiatory'actions
uhdér Sectioh 301. blﬁ a éense, yéu are talking about economic
warfare. We don't alLOw the Secretary of Defense to declare
war, and we don‘t_bélieve the u.s. fhade‘Representative should
éitherf

I believe it has been the intention of the committee in
many of the djscuésions that you héve undertaken here in

recent days to get the President more involved, not less

involved, in the trade issues. That has certainly been my

sense of what the committee has been taLkihg about; but if

|lyou take away from the President the requirement that he make

! . .
idecisions, then it seems to me that you are actually telling

i
i

him in a sense to get less involved. He is the highest elected

i
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official in the country, and many<of the decisions which.
should be taken under the provisions of the Trade Law that
you are suggesting be transferred to the U.S. Trade
Rebresentativé'are decisions of critical national importance,
incluaing‘trade with Communist countries.
I can tell you quite direétly that Ahbassador Yeufter
opposes this transfer éf authority very strongly and has
asked me to convey to you his views in that regard. Thank'you.
The Chairman. I must say.that is kind of a unique
experience with me here, finding a department that resists
getting mofe turf. That is.veby unuspal. I uhdgrstand fhe
concerns and, with Senator Roth, I sharg many of those'conderns;
I have felt for a long time that the USTR sits below the
salt, and I fealty wouldvtike for him to have more influence;
but for those peoptg directly invotved in the process to give
such a strong statement frankly gives me a great deal of
concern about trying to bring about the transfer of authofity.
But I amAsure thefe are others who have feelings on
this one. Senator Danforth?
Senator Danforth. Mr. Chairman, I would hope that we

would not agree to this émendment, especially in Llight of

Ambassador Woods' statement that he could not express the
Administration's opposition more strongly. Theré have been

proposals over the years to reorganize the operation of our

} ) : . .
itrade laws--create a Department of Trade to do this and that.
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I must say that I have nevér been one who thought that .
very -much was going to be accomptiéhed by organizational .
changes; but I think that, unless Qe are very clear %n our
own minds that this 9s precisely the way fo go,Aand unless
|
we are very clear that this is going to have a real effect
on trade policy, it is'an unnecessa}y additional burden to

pLacelon this bill.

It has been clear to a Lot of us that the number one

problem we-are going to haye with this bill is gétting
something that the Administration is going to agree fo. And
qhen the Deputy Trade Representa;ive tells us that fhé
Administration's poﬁition ;ouLd n&t be more strong, that to

me is to say that this is veto bait. "And it just seems to

to risk Presidential opposition on it; it seems to me that E
something Llike this should not be approved.

$en5tor Packwood. Mr. Chairman?

AThe Chairman. Senator Packwood?

Senator Packwood.' Mr. Chairman, as much as I hate to

oppose my good friend, Bill Roth, I am going to oppose this

amendment for a couple of reasons. One dis that I think it
raises the question: If we want to make the special trade ;

representative independent, make him independent; set up an

‘independent commission, lLike the ITC. Have appointees, and

say the President 1is not invoLved. It would be somebody
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else's‘function to determine the economic impact and national
security and whether jobs are at staker‘ If we don't want the
President involved.

If we do want him invoLved, then don't hobble him. I
actually doubt that this4paftiéular amendment hobbles him
very‘much because there are the exculpative words, subjeét
to the specific direction of ény of the President's; and if
this passes, my hUneh is thaf the President says .to Mr. Noods,
who is the Ambassador: ALL right‘npw,_Mr. Ambassado} Woods,
you are not to db anything uniess 1 Specificalty tell you.
‘You got thaf? And ﬁormalLy; somébody Qho 15 an appointee
of the.PfeSidgnt will sa}; Yes, sib, I have got that. And
atl of this would thgrefbre be a nuLLity. |

I.think we ougﬁt-to let any‘Pfésident organize his office
within broad ways the way he wants, or she wants, to_organizg
tﬁe off%ce, inciuding cabinet officials. And if we want
independent action--FederaL_Comﬁqnicatidns Commissions, ITCs,
CABs--create them. Makg them ind;pendent,.andftake the.power
away from the President. I don't think that is what Senator
Roth intends to do; thérefore; I think we ought to leave the.
statute the way it is.

The Chairman. ‘Senator Baucus?

Senator Baucus. Thank you, Mr. Chairman. Ambassador

§WOods, I quder if you could help me understand as a practical

imatter how often and to what degree the USTR makes a decision
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or has made a decision in the last several years, contrary
to the wishes of the President?

Mr. WOods. Maybe I misunderstand your question to some
degrée, but I think we are taLkiﬁg here aSout decisions which
the éresident makes upon.recommendation from the U.S. Trade
Representétive, as opposed to the U.S. Trade Representative's

decision that he would make contrary to the wishes of the

President. I could think of no U.S. Trade Representative

who has been‘fired, so I susbect none.

-Senator Baucgs. That goes to my point because I understan
that, as a praptiéal matter, what the Senator from DeLéware is
trying £o do is to move or eLevéte tréde policy to make it
moré important; to hold'é higher status, compared with other
public bolicy déterminations médé by the éhief Executive.

And that is a goal that I think we waht to strive for.

As a practial matte;, théugh, I am wondering the degree to .
which transferring some of this so-called authority to the
USTR in fgct makes much»difference because, as I hear you,
the USTR"by and large--énd maybe in all cases--essentially
does what the White House and the President want him to do

in those cases where the President either directly or through
the White House fellé the USTR what it wants the USTR to do.

Am I correct in my assumption that the USTR.basica(Ly
makes his own decisions; but in those cases where there is a

difference of opinion, or the White House has a different
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opinion, or the President has ; differgnt opinioh, that the
USTR follows the wishes of the White House?

Mr. Woods. Yes; Senator; I think in many respects if is
é Little ﬁore complicated_than_that. The U.S. Trade -
Representative is, as you sa}, a cabinet officer. He is,
however, a cabinet officer. who ﬁs part of the Executive Office
of the President. It is a circumstance within our system.
He is a cabiqet officer who.sité on the right hand of the

President and is his chief trade pdlicy advisor and spokesman,

and is part of The White House in that sense.
So, in many respects, there is no difference between The §
White House office--the Executive Office of the President--and |
: %
the O0ffice of the U.S. Trade Representative. It is all there ;
;
as a unit, as a unity.

Senator Baucus. ©Can the President remove the USTR at will?

i
Mr. Woods. The USTR serves at the pleasure of the |
President, as do-I, sir.
Senatdr Baucus. I am just asking for information. The
USTR can be removed at will?

Mr. Woods. Yes, sir.

Senator Baucus. By the President. It is not a fixed

term. Are there any condifions in the Law, or the statute,

which might impede the dismissal of the UéTR by the President?

‘Any administrative procedure requirements?
i _

}} - Mr. Woods. No. He is cohfjrmed by the Senate and must be
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confirmed by the Senate before he can serve, but the President
can dismiss him; he sérves»ét the pleasure of the President
in that respect.

Senator Baucus. Mr. Chairman, I understand the-concerhs

E : ’ ' .
that other Senators have raised on this amendment; but frankly,

és a practical-mattef, I doﬁ't tﬁink it makes a Lot of
differehce one way or the other. And I think there is a lot
bf symbotic value in the Senator's amehdmeﬁt;,and I;
therefore, will support it.

«'The Chéirﬁan.. Senator Rockefeller ana then Senator Roth.

~Senator Rockefeller. Mr. Chairman, when I first héard
aboﬁf-this,'it appeatéd_to me becausé'I think all of us want
to'see‘the function of the'Trade>Represent5tive,nct‘only
better funded but at a'higher>profilé;  Neverthé(e$s, I fhink
that the trade situation has come tp the_péfnt and w{LL stay
at the point for.mény years to come Qhereih trade is going
to be at the highest possible profile,-by the choice of no
one and the facts of everything, and that the Presidént at
this particular time should in fact bé forced hore into it.

And this diminution wfth language that is very strange

to me--that is, decide and implement all actions, and then,

all of a sudden, at the direction, if any, of the President--

jseems somewhat put in there maybe to round up votes or to

?soften it. I think that trade is of the highest national

i
|
i
|

priority and, therefore, has to have the symbolic and actuéL
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total authofity of the President. I am uncomfortable with it.

The House, I understand, has this provision in it. I
would be uncomfortable at this point in reinfdrcing fhat and
hindering.the_President's freedom of action as we go into
conference.

The Chairman. Thank you. Othé; comments?

Senator Roth. Mr. Chairman?

The Chaﬁrmah. "Senator. Roth?

.Senator Roth. Let me try to answer some of the statements

that have been made by other members. First of all, I
understand thaf there are some who think organizatioﬁ is

not important. With that I agree very strongLy. I can say’
that I know that in businéss some of the reasons certain
companies have beén successful has beén their superiority.in
organization. Just let me point out that a Llot of_people
think the problem with the Senate is the way thé Senate

is organized. The committees' jurisdictioh§ are overlapping
and there are such turf wars that nothing can be done.

So, you may not necessarily agree with a particular
approach, bﬁt I think it is a serious matter when we don't
begin to concern ourselves with the kind of organjzation that
we think will strengﬁhen the hand of those‘responsible fof
frade poLicy.

Now, I understand why the Deputy Trade Representative

--for whom I have the greatest admiration and respect--is here.
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Let me just point out, in this current Administration,
it took six years to resolve who was gding to be the big man
on the campus as far as.trade is conéerned. And we all know
who it is. " What I am concerﬁed about is not the next 18
moﬁnhs, but the beginning of-the'next Adhinistration.

I think it is indeed a sorry matter if we have to go

through a period of several mdnths fighting to see who is

gofng to bg key ‘in the area of'trade; Make no mistake--itA
has happened in the paﬁt, aﬁd ft will continye to happen in

the future. The yarious cabinet members will fight to‘have

a say on these maftebé,»anq that includes the Secretary of
Defense'and the Sécretary_of State; but someuhefe in Government
beyondAthe President,AngAeedAoné'fndividuat-jnot oﬁty with
the‘expertise and background,-but the clout--with the clout,
that the mihute he abcépts that pgsﬁtion} people %rom other
cduntries are going to Lfsten to him.

It is well known that our competition abroad plays one
égenéy against another. If they can't get what they Llike iﬁ
one'department, they go to another} Now, what Qe have tried
to carefully craft is a division to_focus basic responsibility
in the USTR, fust like monetary matters are under the
responsibility of the Secretary of thé Treasury and military
matters under the Seéretary_of Defense; and so forth.

At the same time, we make it clear that obviously he has

'to act subject to the direction of the President; but when he

Moffitt Reporting Associatcs

mrinn " mmmn
{3031 35G 2223




S~

10
1
12
13
14
15
16
17
18
19
20
21
22

23

24

25

i
i
|
R
|

174

goes into a trade neogtiation, people know‘that hé is the
individual with.clout- As I said, probably the man whé is
considered our most successful trade representative thinks
this is a major step.forward.'

Now, Mr. Chairman, I thipk this is.too important ‘an idea

to let collapse on a single vote. So, I will not push for.

a vote at this time, but I am going to reserve the right to

proéeed wfth the concept.

Thg Chairman. Thénk you vefy much, Senator. Aré there
bther amendments to be offered?

Senator Heihz. Mr. Chairman?

The Chairman. Senator Heinz?

Senator Heinz;"The Customs Serice; which af breéént
has two or three'améndmentg that.ihey would Like to have
offered, I Qould like to offgr thém‘pn-their behal f; ahd I
would Llike them, if theyvcduLd, to come forwafd and exp(ain.'
them, in order to save time. I think they are prepared to
do that.

The Chairman. .I have no objection to.that.

Mr. Basha. M} name is Stephen‘Basha._ I am thé Assistant
Chief Counsel for Enforcement for the Customs Service.. This

package of proposed legislation entitled the Trade Enforcement

Act, contains amendments that we think would significantly

‘cure deficiencies in the present enforcement,provisions in

the Customs laws. And I would be gtad to go through section
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by éection. I believe there are only three.
The Chairman. What are we talking about?
(Laughter)
Senator Heinz. Could you describe.briefly each of the--
The Chairman. Now, wait a minufe.‘ I want to uaderstand
Qhat we are talkihg about. Are we talking about a very

extensive piece of legislation here? Have we examined this

before?

Senator Heinz. The answef is, I think, that in af least
two of the three instances we ﬁaVe examined them. We in the
committee_have héd hearings on the leéislétion; we have
éxamihed them before, But I'wbuld ask YOu to exbLain very
briéfly in tyo or three sentences each of the three eléments.

Mr. Basha. ALl right. There were several of these
that were studied before. One is the statute of Limitatibns
change.

The Chairman. This was studied in this Congress by this

committee?

Mr. Basha. In the last Congress by the Finance Committee,

as I recollect, in a bill that was introduced by Mr. Heinz.

Senator Chafee. Do you have a piece of paper or something

we can look at on this?

Senator Heinz. Mr. Chairman, I would ask Mr. Basha if

:he'c0uLd describe the amendments. If not, we just don't have

the opportunity to do it any other way, and we will just have

Moffitt Reporting Associates

FI0TY 350.2003




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

to pass over them.

Mr; Baéha. Yes, I can describé them quickly.

Senator Heinz. Please.

Mr. Basha. ALl right.

Seﬁator Heinz. . Describe the statute of Limitations
amendment, what‘it Says.

'Mr; Basha. ALl right. 19 U;S.C. 1621 currently provides
that an.action to enfdfce.any suﬁt or violation of the Customs
laws must be commenced wifhin five years‘qf the date of tﬁe

violation; and'the commencement period is a filing of a suit

{lgeneratly in a court of law. ‘The amendment would prqvide that

the cbmmencement_would fﬁn ffom fhe filing of a pénalty'notice,.
which is the adminisfnafiVe process in Qustomé that really
%hitiates tﬁe action.

The second aﬁendmént would reduce the time period in
which general order merchandise_mqst'be stored before it can
bé sold; qnd there 1is andther amendment that would allow it
tavbe éithef refained for official use or treated in the same
manner as forfeited merchandise. And fhat.is an amendment to
a very old statute which is,QUfmodéd.

There is another provision £hat would amend the>-—'

The Chairman. Wait a minute; let me interrupt here. Mr.

iLang, have you studied these?

h
1

ﬁ " Mr. LangQ Yes, We were given them a few days ago or a -

ﬁweek ago by Senator Heinz's staff. Some of the provisions have

i

|

i )
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been discussed in the C§mmittee_in previous years. I am not
familiar Qith the hearing on them;'but they were contr-oversial._E

This grand jury amendmenf raised some duestions'for
Senator MifcheLL, and there may be other subjects in hefe.

I am sorry I haven't given them the time they deserve.

The Chairman. Senator, I really gm concerned. I have,
for example, a substantial part of fhe bordef betwéen the
United States énd Mexico in the State I'represent1 i have
a great interest in Cdstoms, yet a Ldtlof brokers and small
businessmen around there who are very ﬁuch involved in fhese_

issues. What I.reaLLy would prefer, if we could, Senator,

is to have a heariﬁg on these. I would be delighted to give

you a hearing on these ahd do it‘expeditiousty and try to

consider theh at that time, rather than take them up'now;'
Senator Heinz. HMr. Chairman, in view of the discussions
presented at‘this point, I agreé with you. |
The Chairman. ALl right. Thank you>very muchi
Mr. Basha. Thank.you.
The Chairman. Thank you, Mr. Basha. Are there other

amendments to be presented? Yes, Senator Roth?

Senator Roth. Mr. Chairman, I would lLike to propose as

an amendment an administrative procedure for the suspension

of noncontroversial duties. As you well know, there are on
foccasion situations where a domestic manufacturer discovers

‘that there is no domestic supply for a component or a substance
! Moffiit Reporting Assoniates
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they use in maanacturing a product in the United States.
In such cases, of course, they have no alternative but
to import the necessary raw ﬁateriél and to pay the U.S.
duty on that impﬁrtation. Now, obvfously, the duty raises
the cost and Lesséhs the competitiveness of the U.S. industry.
So, from time to time, Congress will routinely pass
Legislation temporarily suspendﬁng u.s. duties.dn such
prdddcts.' I>guess we have héd fﬁat experience this morning
on avnumberwa those. Now, usualtx Congress onLy enacts those
whgre‘they are noncontroversial, that is there is neither any
Admipistr;tion nor any siénificant domQSficbindustry or group

opposing the suspensioh.

What we are propbsing here is to provide a procedure that E

{ithis could bé done without necessarily goihg to Congress,

although that could continue to be ddné.as well. And the
reason fhat we think that it is impdrtant.is thét many times
such action is delayed indefinitely, and it does hurt the
cdmpetitiVeness of ﬁhjs country. And I think that is what we
are trying to prohote.

Specifically, what we are pfoviding is a basic'proceduré
that would be established that any person or persons who wants
a suspension would file a petition wifh the ITC cohtaining
sufficient information to enable the ITC to decide whether
investigation is warranted. If they decide to go ahead, the

will notify the U.S. Trade Representative and publish notice
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of the investigation. The Government can also self-initiate. .
The ITC will investigate whether the article that is the
subject of the_investigation is produced {n the United States
or likely fo be producedf It will give‘tﬁe opportunity for-
cpmmént; and 5f.it determiﬁes'after combteting this research
to make a determination th;t it %s noncdntroversial and
advises the President of its viewus.

. Then, the President in turn will decide what action to
take; and he can, of coubse( among others suﬁpend‘the duty
for thrée years.. So, what this is, in effect, is a substitute
fbr havihg to gb to CongEess as a means of expediting the
procéss. This:isAcnitiEaLLyAihportant,in many industries,

including the chemical indqstry. The chemical history has

favorable balance in their own ;rade; increasingly, they are
fjnding it hérd»to cohpe;é; and 1 wouldlhépe that we could
agree on this kind of routine prbcedure to enable these duty
éuspensions tp be acdomp(ished by administrétive action, but
only 1in nqncontrovérsiat cases.

The Chairﬁan; Would the Administration comment on that?

Mr. Woods. Thank YOuU. Ue basically are_sympathetic to

the concept that Senator Roth has‘outtindd. It is a very

technical area that we would want to make sure that, as the

v

ELegisLative language was dfafted, we had the ability to address

the specific technical issues that we would be concerned about.
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If we can do that, we would be certainly sympathetic to
thé concept.

Senator Danforth. Mr. Chairman?

The Chairman. Yes, Senator Danforth?

Senator Dgnforth. ‘Mr. Ché{rman, I just hate to be
élways--at teast in the last hatf—hour--oppoéing Senator
Roth's ideas. I do oppose this. I dg it for practical
reasons. Having béen gnvolved in‘éome trade bills in the.
Last few years, I just hate to see the Finance Committee
give away any more'bargaining Hepth that'it_has to. And I
think that that is what fs involved here, really.

I think that if is very(much the same.as in a tax bill.
You know, we cogla saylthere are certain noncontroversial
items that peobLe want.to get accomplished in tax bills; so,
fet's'Let the Treasgry Department do them. I think that that
would be a mistake, and I think that when we legisltate in
the.area of taiafion or in fhe area of trade, it is important
for us to have as much discretion as we can marshal for the
committeés of‘Congress in dealing w{th these matters.

The_Chairman. Senator, did you want to speak‘to that?

Senator Chafee. Mr. Chairman?

The Chairman. Yes, Senator Chafee?

Senator Chafee. As I understood it--and Ambassador Woods

didn't have .the microphone terribly close, so I am not sure I

heard what he said--but as I understood it, they weren't quite
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sure of the languagé but, absent that, they thought they could
work it out. Is that correct?
Mr. Woods. As I said, we are sympathetic to the concept;

and if the language would deal with some of the technical

problems that we might have with it, we would be glad to -~

try to work it out.

Senator Chafee. But as 1 understand it, you would have
to havé’fhe notfce in some form so thatveverybody‘is alerted
to it. Is.that correct, Senator Roth?

Senator Roth. ~That 55 correct.

Senator'chéfee. It is.just deaLing'qith these foutine
things that we don't get to very often here. I donft.know
when was.fhe Last time wé dealt with this lohg List of -

‘Senator Roth. I think_we had'hone Last year.

Senator Chafee. And‘I think that Senator Roth's proposal
makés some sense, assuming that the technical detéité caﬁ be

worked out. But I think it is putting the petitioners in

quite a problem to come up here and have to go through this

eiaborate buéiness of being included in the legislation,
instead of having a routine method of satisfying these
noncontroversial prq5lems.

.Senator Moynihan. Mr. Chairman?

The Chairman. Yes, Senator Moynihan?

Senator Moynihan. CouLd.I remark that we ought to have

it . . . . '
as simple and direct a process for this to deal with these
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cases as we can. I wonder if there is not, in fact, a
Constitutional quegtiﬁn. Trade fs-a Congressional
résponsibf[ity under Articlé 1, and I don't thfnk we can
delegate it. I think we should work out a fast.track for
dealing with those cases that Senétor Roth very properly
described, but I don't know th;t we“can detegate it.

The Chairman. Are thefe‘other comments concerning that?

Senator Roth. Mr. Chairman, éoutd I just make a.quick
statement?

The Chgirman. Yes.

Senator Roth. f”would hbpe that we couLd procéed. on
a lot of things, anétitptionat questions Eaﬁ be raised; and
it is glways, i_think, r{skyvbusineSs to fry to decide ahead
of time what the niqe pld men and-women migﬁt decide.

In this case, I think there is a need; We.are only
dealing with the nohcontroversial ones. If ybu want to put
in 1t something that.either the Houge Ways‘and Means or
the Senate Finance Committee considers fhis a ?ontroversial

matter, we are not trying to bypass them, when there is

llsome controversy. We are supposedly concerned about doing

something about the imbalance, and the fact is that Congress

just is not in the position to act as fast as is necesary

for competitive purposes.

So, I would urge that we go ahead. I am perfectly happy
to have the language worked out with Mr. Lang and the
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Administration and see if we can't at least take this one
small step to help competitiveness.

The Chafrman. Are there further comments?

(No response)

The Chairman. _Douyou move the amendﬁent?

Senator Roth. I move the adoption of my amendnent.

The Chairman. .All right. Is there a request for a

llrotl calt?

(No réspbnse)

The Chairman. All those in févor make it known by saying
HfAye."

(Chorus of ayes)

The Chairman. Obposed?

(Chorus of noes)

The Chairman. The ayes appear to have it. The ayes havé'
it. |

Senator Roth. Thank you, Mr. Chairman.

Sehator banforth. Mr. Chairman?

The Ghairman. Yes?.

Senator Danforth. .Just_a point of clarification. I
understand this to be in addftion to the Congressional route,

not in Llieu of the Congressional route.

: Mr. Lang. Yes.

The Chairman. ALl right. -Are there other amendments?

i
it

-}Don't tell me that day‘has arrived.

i
i : .
! . . .
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(Laughfer)

vSenator.BradLey. Mr. Chairman?

The Chairman. All right.

(Lagghfer).

The Chairman. Senator Bradley?

Senator Bradley. I %ﬁtended to offer an amendment on
Third World debt and its relation to trade, but I undefstand
that you have a request from the chairman of the.Bankingv'

Committee that he views that as the territory of the Banking

Committee and requests that we not act in that area. So, I

will rgfrain from offerihg it, but what I would Like to do'is
to ask thé'cbhmittéevto keep an open ﬁind based upon what
doeslﬁome 6ut of the»Banking Committee because I might want
td db'somethfng on tﬁe floor, because .there {s a direct
connett{on_bétween the Third World deﬁt issue and the trade
deficit. VThere is a ver? direct connection between job
Loss.in fhi; céUntry and the way we have handLed thét issue.

So, I hope that my not doing it now will not prejudice
members from Listeh{ngbto;the case if it be necessary oﬁ
the floor. . |

The Chairman. Sénator, I understand that and I know of
your great interest in it; and I'have‘taLked to the chairman
of .the committee over there, and he has a h{gh respect for
your ﬁhoughts on that and he is interested in them.

-Sb, I am sure that you will be very much a part of that
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debéte, and we will be interested in it.

Now,'are there other amendments? Yes?

Senator Heinz. .Mr. Chéirman, I don't‘have an amendment,
but I haye a cﬁmment I would Like to‘make at the apprdbriaté
time.

.Senatdr Packwood. Mr. Chéirman?n

Thé Chairman. Yes, Senator Packwobd?

Senator Packwood. Mr. Chaifman, I am gding,to vote
for this bill, with some misgivingé; and the mfsgjvings are
substantive. And if I haa to vote for thfs_as‘the final
confereﬁce report, I wquld vote again§t it. But the chairman
has done ah ektraptdinarx job'inbgétting-a réésqhable
cdhcensus'on 8Q to 90 pefcent of Sbée very.difficult probLems
thaf I frankly questioned whether é_c;hceﬁsus could be reached
on. My problem, I guess, if this would be the final biLL
would be this.

Would I be willing tovgive the President. a pretty good
extension of his bargaining authority and trade off any right
for him to decide, based upon-the public good, whether imports
were_sufficientLy injuring jobs that he would be wflling to
make a decision‘to not impéir the injured ihdustry in.eXChange

for taking care of the public good.

I am bothered about the lamb import quotas éimed at two

i -
iof our best allies. We have a trade adjustment bill in here

with no cap on it, and I support trade adjustment assistance;
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but I would Llike to haQe some idea of what it coéts, and I
don't think we know. And we have extended some special
benefits fo oil and gas workers that no other workers in
the country get.

Having said all that, I.wiLL support it. I uiLL offer
somé amendmehts on the floor. This bill is still saLvageabLe,
I mean, it can be a very good biLL on the floor; and by the
time we finish conference, it can be an éxceLlent bill. 1It.
can be. I don't know if it will be. I don;t know where the
Adminiétration will be when we finélly finish, but I really
take my Bat of f to'Chairman Béntsen who, I think, has déne
an extraérdinéry.job in a relatively bfief period of time.

And I‘will_éuppdrt reporting the bitl.

The Chairmén. Thank you very much, Senator. lSenator
Heinz?

Senator Heinz. Mr. Chairman, I am going to vote for the
bill; and while I hope to see fhe bill further strengthened
on the floor, I think this is a very significant step forward.

This legislation targets much stronger, surer action
againsf the explicit uhfair trade practices of others; and it

is, therefore, a major advancement in that regard, and it

contains a number of items that a number of us have been

working very hard on over the years: a critical circumstances
i .

ﬁprovision that will allow much more rapid relief, the nonmarket

!

i

;econqmiesltegislation which I think I first introduced in 1979.

{
i
g
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Llegislation which is acceptable to a very broad set of points
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We have tightened countervailing duty and antidumping
statutes. .There is an jmportant qhendment to the President's
steel pélicy. If there is one area in which‘the bili falls
short, it is in my judgment in not more broadly attacking‘the
Large bilafefat tréde deficits that some countries enjoy
because of their mercanfilist poliﬁies.

At the séme time, I would anticipate the Administration
wiltl argué'ﬁhat_the legislation is too tough, too tough because
it does requiée_action agéinst unfair trade practices in
pafticularly agregiéus cases, and thereby gives the President
less fLexibitity than he has heretofqre-had.

The fact that I think most members of the committee are

to Bob Packwood's point, which i; that  the chairman of the

committee has done an extraordinary job in fashioning

of view in this committee.
Mr. Chairman, let me just say you have done an extraordina
extraordinary job, and I commend you and I congratulate you.

The Chairman. Senator, you are very generous, and I

appreciate that. Are there any furtﬁer comments? i
Senator Daschle. Mr. Cﬁairman? |
The Chairman.‘ Senator Déschle?
Senator Daschle. Thank you. I would want to be sure that

someone on this side of the aisle as well 'complimented the
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chair. I ah the newest kid on the block, énd I have héthing
to which to compare the deljberations,-but I must say that I
think this has been handled'ﬁn.a very admfrable fashion.

I would ;hare'that in particutaf that the staff, in
their professionalism aad the fairness with which they have
prepared this Qork,_is commendable. And I know we all haQe
a true sense of gratitude to them.

The Chairman. Thank you very‘much. Yes; Senator
Moynihan? |

Senafor Moynihan. Could I join in this well deserved‘--

(Léughteh)

Senétor qunihan.‘ There ére very féwfmomenfs when you
hear things like this after the hours and days énd Qeekends
6f wérk, that xoﬁ have done a superb job of leadership. VI
think, sir, this is yoUr.first majéf bill of your chairmanship,
and I think it is a tribute to you. And I think it will be
remembered as an act of statemanship with respect to gn
issue Qhere the capacity for ruin Qés,very.high. And yoﬁ
have saved us from that and taken us furthervto gometﬂiné

which is something to be proud of. And I must say I am proud

to be serving on this committee.

Senator Baucus. Mr. Chairman?
The Chairman. I am told that those kinds of statements -
are just great, as long as you don't inhale them.

(Laughter)
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The Chairman. And I am most appreciative. Senator
Baucus?
Senator Baucus. Mr. Chairman, I don't know the exact

date--I have forgotten—-but I think that the date on'which

{{we passed the tax bill was the same déte, but it was 3:00

in the morning.

Sehator Packwood. This-chairman‘has done a much better
job;

(Laughter)

Senator Baucus. I think it is significant frankly that

two méjor bills have been passed on the same dates, and we
are all very proud of your efforts and all our joint efforts

because I think it is a very good bill.

The Chairman. Thank you, Senator.
Senator Bradley. Mr. Chairman?
The Chairman. Yes?

Senator Bradley. Let me just echo the fine compliments,

well deserved, that you have received. I think you have done_
an'0utStanding job, and now.I would Llike to move to reconsider

the oil amendment~-no--

(Laughter)
The Chairman. Strike that.
(Laughter)

The Chairman. Before this gets out of hand, I will call

ion Senator Danforth.
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Senator Danforth. I have said to YOU in the past that
thé passage of this bill--enactment of this begiélation--is,
going to be an gnorméusly difficult task. It is going fg
be harder than passing the tax bill, by a Long shot.

I felt:that, as séon as the tax bill was introducgd,
ét'was going to be passed one way or another. Tﬁe trade
bill is . much more "iffy." It.is a real.high-wire act that
you are éngaged in because, dn one hand, you have people who
feel.very strongly that(wévshould move more in the direction
of protectionism; and on'the oiher hand, you Have thoﬁe who
believe that almost anything.is foq Lﬁésely fashioned.

_The”défficultonf pLeasihg both sides(and gettiﬁg
SOmething that the President will sign is an enormously
difficult undertaking. >; tﬁink that when people watch a
high-wire act, they thd their breath. They don't burst
into exc%tément, and .some 6f the comments you have heard in
the last five or ten minutés'have been good, but could have -
been this or that.

Senator Packwood was reserved iﬁ his comments from one
phildsophjcal perspective} Senator Heinz from quité another
philosophical perspecfive was also reserved. And I think

that is going to be the case until fhis bill gets through

iconference. I think that it is going to be a high—wire act
i ' ' ‘

?right to the end and that people are going to be‘hotding
their breath right to the end. I believe we have a chance

i
;
i
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to béss the bill. I believe we have a chance to gét one that
the #resident will sign and not just a weak bill, not just
a dumping bill. But I think thaf fhere is4a good chance that
we can pass tréde legislétion that is strohg and yet
respohsible and one that does move in the direction of
free.traae with;ut protectionism..

~I'Qant.to ;ompLiment ypu, Mr.«Chairmah, as eVeEyOne else
has on an absolutely extréordinary job. it has been-mésterfut
to date, and I hope tﬁat you,reaéh the p[atform at the-ehd'

of the high-wire act.

The Chairman. Thank you, Senator.
Senator Chafee. Mr. Chairman?

The Chairman. Senator Chafee?

Senafof Chafee. Firét, I'havgn;t prevailed on everything
in here. As a matter of fact, there are a few fhings I can o
reéeﬁber'that went on, but I did betlJeff Lang a dinnefvthat
we would--the tréubLe was that it wasn'£ a bet. I said that
I would give him é dinner if there weren't more than 40
witnesses. He didn't bet back, and it turns out there_uere

92 witnesses. So, I don't owe him a dinner.

(Laughter) , ' g

g Senator Chafee. But I will congratutéte you on what you
fhave done here, steering a course between two vefy.divergent.
"interests. I would just like to say that there is much in

ithis bill that we are going to report out that I will vote
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for that 1 hope can be sfraighteﬁed out. I am talking about
the workers' right; and the provision that gives the rigﬁt
of action against some countries: such as China and.the
Soviet Union with some outs, bu; the Prgsident has.to find a
very narrow out; the 201 limited PresidentiaL discretion

that Senator Packwood mentioned; the auction of the quotas;

today, and the failure of the Qray market;_but SO be‘it.

I'just‘hope we can improve fhe bill when we go through
conference and on the floor, but nonetheless, I will vote for
it with the hppes that some. measures. can be taken to imbrove
it as I see it. I want to thank you for your fine léadership.

The Chairman. Thahk.yéu, geﬁtLehen. Let me say tha£,
wﬁén we started out, we wanted to put a positive bill out
on trade and that the objective was to try to break down
barriers to trade. And I think we have done that in tHis
bill. I think it is a good bill.

Each of us woutd'have"de;igned it somewhat differently,
but the democratic process has worked here; and I set out to
make itAa bipartisan effort, and we have had that. And that
is one of thé unique things ébout this committee, I think, is

how we work together to try to bring about what we think is

tfair and effective Legislation.

And this staff of ours is remarkable. The hours that they

1
1

ithave put in, the expertise that they have dedicated to this =--

i
!
1 £ - . s
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(Applause) -

The Chairman. With that, and my thanks to each and
evefy 6deiof your for participation, there just hasn't béen
any rancor;lthere has been cooperation. We have had differing
points of v}ew, but we have fesolved them.
So, now, let's get on with it.
Senator Packwood.‘ If I mighf add; I think that Mr. Woods
and Mr. Hdlmér haQe been'éxtradrdiﬁarily‘hélpful..
The Chairman.> .Yes, thgy have done a good job.
Senator Packwood. Yes; well done.-
(Apptéuse)
Senator Matsﬁnagé.- Mr. Chairman?
The Chairmaﬁ."Senator_Mafsunaga?
'Senétor Mafsunagé; At thelbeginning,:Mr. Chairman, I
was concerned, as so many of my business friends were yho

are so fearful of a protectionist measure coming out of this

in Texas. But I think from the comments I have heard today,
they are very much satisfied; and I wish to join my colleagues
in congratulating you for the way you have handled the

hearings as well as the markup session.

I think it is a remarkable effort on your part and, of

ﬁcourse, I am not saying that because of my name and face; the
?Japanese will be happy, too, but I think in talking to some of

éthose that I have been approached by, not only the Ambassador

3 A T3 - A PR .
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of Japan, the Ambassador of Cﬁina, the Ambasﬁador of Taiwan
‘--you name it--they have been in to sée me. And their
expression was fear of prdtedtionjﬁm, aﬁd I think that that
fear will defin{tely be assﬁaged by the bill that we are
'reporting 6ut.

Thé Chairman. Thank on,-Senatpr,

Senator Wallop. Mr. Chairmén?

The Chairman. Yes.

Senator Wallop. I won't be long because I would echo
everything that everybody.has said. And I certainly feel
that what you said ébout'fairnésé is absolutety.cqrrégt.

The Chairman. Thank you, Senafor,

Senafpr Wallop. And i_wiLL continue to work to try to

find legislation which I find satisfactory. I will not vote

for this. One of the problems that I have with it is I find

us having decided that the greatest sin a President can

possibly express, having become President, is the wish to

be President. I think we have overly Lfmited the ability and .

powers of our leaderf I think jn some areas we have provided
our country with hammers instead of tools.

I think in some instances the consequences of what we
have done will be dihini§hed trade rather than expanded tradé.

I think that the bill is a substantially better piece

fof legislation that it was when we began. I think everybddy

has been fair, and I will continue to work on it. I would not

Moffitt Reporting Associates

(301)350-2225




10
11
12
13

14

15

16

17

18

19

- 20

21

22

23

24

_ 155
in any way seek to delay it or in any wéy stop the progress
of.it, either here or on the floor.

The Chairman. Thank you very huch, Senator. Now, I
‘wouLd Like to ask the committee to report out S. 490 as
amended. May 1 have a motion 16 that effect?

Senator Roth. I so move.

The Chairman. The motion is made. ALl in favor of the
motion as stated make it known by saying "Aye."

(Chorus of ayes)

The ChairmanQ Opposed by‘a similar sign.

(No response)

will be on the record.

Senator Roth. Mr. Chairman?

The Chafrman. Yes.

Senator Roth. The statemént.that Senator Packwood made
I thfnk is probably undergtood by all of us. Many of us

are voting for it because we want the legislation to move

IIforward. I don't want the situation to happen where I get

marked down for not saying something nice about the chairman
because we all share appreciation for your strong leadership.

(Laughter)

i Senator Roth. But I do want to make the record clear

ﬁthat there are things that concern me that I will be seeking

X . ; : _
ito amend, either on the floor or 1in conference; but at the
ji : :
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The Chairman. Now, Llet's have a roll call on this, so it
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same time, I think it is a worthy effort, and I shall vote for

the Llegislation on the coming roll call.
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The Chairman. Thank you. Would you proceed, please?

The Clerk. Mr. Matsunaga?
Senator Métsunaga. Aye.

The Clerk. Mr. Moynihan?'

. Senator Moynihah. Aye.

The Clerk. Mr. Baucus?
Senator Baucué.' Aye.
The Clerk. Mr. Boren?

The Chairman.  Aye by proxy.

"The Clerk. Mr. Bradley?

Senator Bradley. Aye.

" The Clerk. Mr. Mitchell?

(No response)
The Clerk. Mr. Pryor?
Senator Pryor. Avye.

The Clerk. Mr. Riegle?

Senator Riegle. Aye.

The Clerk. M. Rockefelleré
Senator RockefeLLer. Aye.
The Clerk. Mr. Daschle?
Senator Daschle. Aye.

The Clerk. Mr. Packwood?

Senator Packwood. Aye..
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Thé Clefk. Mr. DoLe?
(No respbhse)
The Clerk. Mr. Roth?
Senator Roth. Aye.
Tﬁe Clerk. Mr. Danforth?
Senator Danforth. Aye.

~The Clerk. ﬁr. Chafee?
Senator Chafee. Aye.
The Clerk. Mr. Heinz?.
Senator Heinz. Aye. ~

The Clerk. Mr..watlop?
Senator’WalLop.‘ No.

‘ The CLefk. Mr. Durénberger?~
Senator Packwood. Aye.

’Thé Clerk. Mr. Armstrong?
Senafor Armstrong.- Aye.

The Clerk. HMr. Cﬁairman?

The Chairman. Aye.

Ladies and gentlemen, that is it. We have done it.

Thank you very much.

(Whereupon, at 4:40 p.m., the meeting was concluded.)

197
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B DFFERED BY sEN. BAUUS 5/

CURRENCY MANIPULATION AMENDMENT

More than half of all U.S. trade is with countries whose currencies
have not substantially appreciated against the dollar since 1985. The
values of some of these currencies are clearly the result of deliberate
government policies intended to maintain a favorable trade advantage. This
government manipulation of exchange rates has cost us export opportunities.
It is an unfair trading practice - it is like government-sponsored dumping, -
except it affects all products. .

This amendment changes the Committee bill in two important ways.
First, it focuses attention on government manipulation rather than on peg-
ging. Pegging a currency to a fixed rate is not necessarily unfair, so long
as the peg is adjusted periodically to reflect underlying economic fundamen-
tals. Government manipulation of exchange rates is internationally
recognized as unfair. The definition of manipulation in the amendment is
similar to that used in the Articles of Agreement of the International
Monetary Fund.

Second, this amendment requires a second round of negotiations within 6
‘months if the exchange rate issue cannot be resolved bilaterally. The goal
‘of this second round would be to obtain trade concessions to compensate the
U.S. for the manipulation. This second round is necessary to give Treasury
_additional leverage to obtain agreement on exchange rate reform. The
Treasury is already negotiating with Taiwan and South Korea on exchange
rates. The results are mixed - the new Taiwan dollar has appreciated
-against the dollar, but not enough; the Korean won has not moved ap-
preciably.




CURRENCY MANIPULATION AMENDMENT
DETAILED SUMMARY

I. Amend subsection (a) so that it reads as follows:

IN GENERAL. - The President shall take action to initiate bilateral
currency negotiations on an expedited basis with each foreign country that
manipulates its exchange rate, and maintains barriers to investment, dis-
courages internal investment, or engages in a pattern of other acts,
policies, or practices for the purposes of --

i) preventing effective balance of payments adjustments, or

ii) gaining an unfair competitive advantage in trade.

_ These negotiations shall begin upon the President's finding that the
currency of the foreign country is substantially undervalued against the
U.S. dollar. 1In making this finding, the President shall consider, inter
alia, the relative rates of inflation between the U.S. and the foreign
country. The purpose of these negotiations shall be to ensure that such
foreign country regularly and promptly adjusts the rate of exchange between
the currency of such foreign country and the United States dollar to ac-
curately reflect the underlying economic. fundamentals.

II. Redesignate subsection (b) as subsection (c¢), and change all
references to subsection (a) in the redesignated subsectlon (e) to
read subsectlons (a) and (b).

III. Add a new subsection (b) providing for a second round of
negotiations.

(b) Trade Concessions - This round of negotiations will begin within 6
months if the currency negotiations are not successful. If the President
determines that ' the country has a material global current account surplus
(taking into account the strength of the economy), he shall take action to
initiate negotiations to exact trade concessions in the amount of the trade
disadvantage suffered by the U.S. as a result of the currency manipulation.

IV. Add a new subsection (d) providing for an annual report by the
Secretary of the Treasury and the USTR.

. (d) - The Secretary of the Treasury and the USTR shall report to the
Congress annually on the currency exchange rate policies and trade policies
of countries with global current account surpluses.

The report shall describe the exchange rate policy of each country,
identifying those countries that manipulate their exchange rates, and main-
tain barriers to investment, discourage internal investment, or engage in a
pattern of other acts, policies, or practices for the purposes of 1) preven-
‘ting effective balance of payments adjustments, or ii) gaining an unfair
competitive advantage in trade.

The Department of Commerce is required to collect and publish infor-~
mation on global and bilateral current account balances.




SPECIFICATIONS

FOR BAUCUS/BRANLEY CURRENCY MANIPULATION AMENDHENT

Findings

1. The benefit of trade concessions can be adversely affected by
misalignments in currency.

2. Misalignments in currency caused by gqovernment policies
intended to maintain and unfair trade advantage tend to nullify
and impair trade concessions.

In general.--Whenever, in the course of trade negotiations
pursuant to this Act, the President determines that a foreign
government in the negottat1on both manipulates its exchange rate
and maintains barriers to investment; discourages internal
investment; or engages in-a pattern of other acts, policies, or
practices for the purposes of (i) preventing effective balance of
payments adjuqtments or (ii) gaining an unfair competitive
advantage in trade, then the President shall take action to
initiate bhilateral currency npgotlat1onq on an expedited basis

with such forelgn country

ngdlgapng_gq_negot1at1ons.——Negotlatlons ought not bhegin unless
the President finds that the currency of the foreign country 1is
substantially undervalued against the U.S. dollar and that the

foreign country has a material global current account surplus.
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SUMMARY OF BAUCUS LAMB IMPORT ACT

OVERVIEW

The purpose of this amendment is to give U.S. lamb producers the same
protection from surges of imports that is provided to the U.S. beef in-
dustry. This amendment sets a quota each year, based upon market trends in
the U.S., that controls the amount of lamdb that can be imported. The quota

" is so liberal that it will only be engaged if there is a dramatic surge of

lamb imports; it even allows for reasonable import expansion as the U.S.
market grows. We have similar import controls on most other meats. None of
the other meat import quotas have ever been challenged under GATT. '

SUMMARY

The Meat Import Act controls imports of beef, veal, mutton, and goat.
The quotas set by the Meat Import Act are structured to give the nations
that export meat to the U.S. an incentive to negotiate Voluntary Restraint
Agreements (VRAs) on meat instead of forcing the U.S. to actually trigger a
quota. These voluntary restraints are not covered by GATT. This system of
avoiding GATT challenges has been so successful that, in twenty three years
of operation, meat import restraints have not even been challenged under
GATT. : '

This amendment establishes a seperate import control for lamb that
directly parallels the import control on beef in the Meat Import Act. The
amendment, however, is not attached to the Meat Import Act. None of the
changes made by this amendment in any way effect the beef quota. The
National Cattleman's Association has prepared a letter indicating that they
in no way oppose this amendment. The amendment provides for increased
imports during a shortage to ensure that consumers will not be forced to pay
high prices for lamb when domestic production is down. .

This amendment only prevents sudden surges of imported lamb, it does
not impede the normal flow of imports. The amendment contains a provision
ensuring that at least 28.5 million pounds of lamb will always be allowed to
enter the U.S. The average level of imports over the last six years has
been 24 million pounds. The peak level for that period--reached in 1986--
was 27.8 million pounds. Clearly, this quota will not roll-back imports
below the levels experienced in recent years.

Lamb producers are only seeking the same level of protection that
other meat producers already have. The Senate originally included lamb in
the Meat Import Act amendments of 1979. But lamb was dropped in conference
because, at the time, imports of lamb controlled only 1.5% of the domestic

- market while beef imports controlled 10% of the domestic market. Now, lamb

imports control more than |1% of the domestic market and beef imports

" control less than 8%.

If we do not prevent sudden surges of lamb imports, U.S. lamb
producers could be wiped out. [f the import pattern set in January holds,
these heavily subsidized l.aab imports may surge to 45 million pounds in 1987
and 70 million pounds in 1933,
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DURENBERGER AMENDMENT ON GRAY MARKET

1. IF THE UNITED STATES TRADEMARK OR TRADE NAME OWNER, OR A
RELTED CQMPANY, OR A COMPANY UNDER AUTHORIZATION OF SUCH‘OWNER
MANUFACTURES OR PRODUCES ARTICLES ABROAD WHICH ARE FORMULATED
DIFFERENTLY, CONSTRUCTED DIFFERENTLY, OR OTHERWISE VARY FROM THE
PRODUCT SOLD IN THE THE UNITED STATES, AND BEAR A TRADEMARK OR
TRADE NAME IDENTICAL TO THE TRADEMARK OR TRADE NAME BORNE BY SUCH
ARTICLES IMPORTED BY OR WITH THE CONSENT OF THE UNITED STATES
TRADEMARK OR TRADE NAME OWNER, THE UNITED STATES TRADEMARK OR

TRADENAME OWNER SHALL NOTIFY THE U.S. CUSTOMS SERVICE THAT SUCH

" ARTICLES VARY FROM THE PRODUCT SOLD IN THE UNITED STATES AND

SHALL IDENTIFY THOSE COUNTRIES WHERE THE PRODUCTS PRODUCED DIFFER
FROM THOSE SOLD IN THE UNiTED.STATES.

2. 0.S. éUSTOMS SHALL CREATE A REGISTER AVAILABLE TO THE -
PUBLIC IDENTIFYING WHICH TRADEMARKED PRODUCTS ARE FORMULATED
DIFFERENTLY, CONSTRUCTED DIFFERENTLY, OR. OTHERWISE VARY FROM THE
PRODUCT SOLD IN THE UNITED STATES.

3. IT SHALL BE THE RESPONSIBILITY OF THE TMPORTER OF SUCH

PRODUCTS TO PLACE A LABEL ON SUCH PRODUCTS IDENTIFYING THAT THEY

ARE OF THE -FOREIGN COUNTRY FORMULATION--FOR EXAMPLE "FRENCH
FORMULA™

4. THE TREASURY DEPARTMENT SHALIL PROMULGATE SUCH
REGULATIONS AS ARE NECESSARY TO IMPLEMENT THIS PROVISION.

5. CONGRESS SHALL APPROPRIATE SUCH ADDITIONAL FUNDS AS ARE

NECESSARY FOR U.S. CUSTOMS TO CARRY OUT ITS RESPONSIBILITIES

UNDER THIS AMENDMENT.
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- Enforcement of the Restrictions Against Imported Pornography

The amendment is identical to Sec. 876 of H.R. 3 (page 889) which passed
the Hays and Means Committee and the House without opposition.

The purpose of the language is to improve thé government's ability to
prosecute cases involving the importation of pornographic material. Currently,
obscenity importation offenses are prosecuted in the district in which the
material is seized.

The amendment would allow, but not require, Customs agents to forward the
seized material to the U.S. Attorney in the district to which the material was
addressed in order to allow for prosecution where the material was destined to
go and to reduce the workload at the major ports of entry.

- The amendment would also 1engthen the time in which forfeiture proceedings
must be commenced from 14 to 30 days. This gives the government a more
realistic time frame in which to proceed.



OFFERED Bl SEN. BENISEN

FACT SHEET
ENERGY SECURITY ACT OF 1987

Section 232 of the Trade Expansion Act of 1962 authorizes the
President to take such action, and for such time, as he deems _
necessary to adjust imports of any article or its derivatives
"so that such imports will not threaten to impair the national
security," subject to congressional disapproval in the case of
petroleum imports.

The Energy Security Act of 1985 is a straightforward bill. It
proposes no drastic remedy to the problem of overdependence on
imported oil. It grants the President no authority that he does
not already possess under Section 232 of the Trade Expansxon Act
of 1962. It only requires that the President exercise his
authority when oil imports are projected to reach critical levels.

Specifically, the Energy Security Act of 1987

1. Declares that U.S. energy security requires a
national energy policy in which foreign oil dependence
will not exceed 50% of consumption (U.S. foreign oil
dependence was 33% in 1973 just prior to the embargo,
"27% in 1985, and has risen to about 40% today).

2. Requires the President to submit to Congress with
his budget annual projections of U.S. oil production,
demand and imports of crude o0il and refined product
for the three subsequent years.

3. Gives Congress ten session days to review the oil
demand, supply and import data, and to modify the
presidential projections if approprlate by joint
resolution.

4., Provides that for any year in which o0il imports are
projected to exceed domestic production of oil and
natural gas liquids, the President must submit to
Congress, within ninety session days of the certification
of the projection, an energy plan designed to prevent
foreign o0il dependence from exceeding 50%.

5. Gives Congress ninety session days to disapprove or
modify the energy plan by joint resolution, or else it
becomes effective. -

6. States that the energy plan may include utilization

of all powers currently within the law, energy conservation
actions, expansion of the Strategic Petroleum Reserve to
maintain a ninety-day cushion against projected ©0il import
blockages, and production incentives for domestic oil and
gas, including tax and .other incentives for stripper well
production, offshore, frontier, and other 0il produced
with tertiery recovery techniques.
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A copy of the Energy Security Act of 1987, as modified May 7, 1987,

is attached.



100TH CONGRESS '
1ST SESSION S. 694

To provide a comprehensive national oil security policy.

IN THE SENATE OF THE UNITED STATES
| MaecH 10, 1987

Mr. BENTSEN (for himself, Mr. WaLLoOP, Mr. ‘BoREN, Mr. PBYO!i, Mr. DoMEN-
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1c1, Mr. BREAUX, Mr. MELCHER, Mr. StMpsoN, Mr. BumPERS, Mr. Bus-

_DICK, Mr. Stennis, Mr. Baucus, Mr. BINGamaN, Mr. MuBROwsKl, Mr.

DoLE, Mr. NicrLES, Mr. WirTH, Mr. McCaIN, Mr. GaeN, Mr. Simon, Mr.
Dixon, Mr. CoNrap, Mrs. KasSEBAUM, Mr. COCHRAN, and Mr. MaTsu-
NAQA) introduced the following bill; which was read twice and referred to
the Committee on Finance

A BILL
To provide a comprehensive nativonal oil sécurity policy.

Be it enacted by the Senate and House of Representa- .
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the “Energy Security Act of
1987".

SEC. 2. F(NDINGS AND PURPOSES.

(a) FinDINGS.—The Congress finds that—
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(1) the United States is the leader of the free
world and has world wide responsibilities to profnofe
economic and political security; |
(2) the exercise of traditional responsibilities here
~ and abroad in foreign policy requires that the United
States be free of the risk of energy blackmail in times
of shorfages; ‘
" (3) the level of the United States oil security is
directly related to the level Qf domestic production of
oil, natural gas liquids, and natural gas;
~ (4) a national energy policy should be deveioped
which ensure that adequate supplies of oil shall be
available at all times free of the threat of embargo or
other foreign hostile'acts; and
(5) the ability of the United States to exercise it’s
free will and to carry out it’s responsibilities as leader
of the free world could be jeopardized by an excessive
dépendence on foreign oil imports. |
~(b) Purpose.—The purpose of thAi_s'Act is to establish a
national energy security policy designed to limit United
States depehdence_on foreign oil supplies.
SEC. 3. i)l'TlES OF THE PRESIDENT.
(a) EsTaBLISHMENT OF CEILING.—The President
shall establish a National Oil Import Ceiling (referred to in

this Act as the ““ceiling level”’) which shall represént a ceiling
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level beyond which foreign crude and oil product imports as a
share of United States oil consumption shall not rise.

(b) LEVEL OF CEILING.—The ceiling level established
under subsection (a) shall not exceed 50 percent of United

States crude and oil product consumption for any annual

period.

(0 REPORT.;(I) The President shall prepare and .

submit an annual report to Congress containing a national oil

security projection (in this Act referred to as the “projec-

tion””), which shall contain a forecast of domestic oil and

NGL demand and production, and imports of crude and oil

product for the subseqﬁent three years. The projection shall
contain appropriate vadjustxhents for expected price and pro-
duction changes. | |

(2) The projection prepared pursuant to paragraph (1)
shall be presented to Congress with the Budget. The Presi-

‘dent shall certify'.whether foreign crude and oil product im-

ports will exceed the ceiling level for any year during the
next three years.
SEC. 4. CONGRESSIONAL REVIEW.

The Congress shall have 10 continuous session days
after submission 6f each projection to review the projection
and make a determinﬁion whether the ceiling level will be

violated within three years. Unless disdpproved or modified
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by joint resolution, the Presidential certification shall be bind-

ing 10 session days after subxﬁitted to Congress.

SEC. 5. ENERGY PRODUCTION AND -OIL SECURITY ACTIONS.
(a) E~NERGY ProDpUCTION AND OIL SECURITY

Poricy.—(1) Upon ceftiﬁc‘ation that the ceiling level will be

exceeded, the President is required within 90 days to submit

an Energy Production and Oil Security Policy (in this Act .
referred to aé the “policy") to Congress. The policy shall
prevent crude and product imports eiceeding the National
Oil Import Ceiling. Unless disapproved or modified by joint
resolutior_l. the policy shall be effective 90 session days after
submitted to Congress.

(2) The Enérgy Pfodu_ctioﬁ an‘d' Oil Security Policy may
include— |

(A) utilization of all powers
¢t ‘rently within the law; '

(B) energy conservation actions;

(C) expansion of the Strategic Petroleum Re-
serves tb' maintain a 90-day cushion against projected
ol import blockages; and

(D) production incentives for domestic oil and gas
includjng tax and other incentives for stripper well pro-
duction, offshore, frontier, and other ol produced with

tertiary recovery techniques.
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BOREN AMENDMENT

PROPOSED AMENDMENT'TO TITLE OF THE 1984
TARIFF AND TRADE ACT, ENFORCEMENT AUTHORITY
FOR THE NATIONAL POLICY OF THE STEEL INDUSTRY

Section 805 of Title VIII is amended by renumbering

subparagraph (3) as (4) and inserting: the following new
subparagraph (3):

Bilateral arrangements between the United States and
.steel exporting nations imposing quantitative liﬁitations or
other restrictions on steel exports to, or imports into, the
U.S. must include restraints on weldedﬂ steel wire fence

panels, wire fabric, and welded steel wire mesh for concrete

reinforcement. Should any arrangement country (or European .

Community) refuse to expand the coverage of existing arrange-
meﬁts to include these itenms, Ehe United States in the
administration of such arréngements shall have no authority
to agree to a request from such arrangement country (or the
European CommunitY) for any technical adjustments, exception
or modification to or from the érrangement terms, and, 1if
appropriate, shall require entry-by-entry certification of

compliance.
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PACKWOOD/BENTSEN PROPOSAL EXEMPTING EXISTING

BILATERAL FREE TRADE AGREEMENTS FROM THE PROVISIONS IN S. 490

Adds the following provision‘to be included in the appropriate

place:

In anyvcase-ih wﬁich there is an inconsistency
between any provisioh of this Act and any bilateral
free trade area agreement that entefed'into force and
effect Qifh respect to the United States before Jénuary
1, 1987, the provision shall not apply with respect to the‘

foreign country that is party to that agreement.



