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NOMINATION OF FREDERICK B. DENT

TUESDAY, MARCH 18, 1975

U.S. SENATE,
CoataitreE OoN FINANCE,
Washington, D.C.

The committee met, pursuant to notice, at 9:10 a.m., in room 2221,
Dirksen Senate Office Building, Senator Russell B. Long (chairman
of the committee) presiding. N

Present: Senators Long, Byrd, Jr., of Virginia, Nelson, Mondale,
Ilaiath:way, Haskell, Curtis, Fannin, Hansen, Dole, Roth, Jr., and

rock.

The Cu.atryran. This hearing will come to order. Other Senators, I
am sure, will be along as the hearings proceed. This is a very busy
da'ir for all of us.

"his morning the Finance Committee conducts hearings on the
nomination of Hon. Frederick B. Dent, presently the Secretary of
Commerce, to sorve as a Special Representative for Trade Negotia-
tions, & position which bears the rank of Ambassador Extraordinary
and Plenipotentiary and which was made a Cabinet level post by this
committec in the Trade Act of 1974. The committee undertook to
increase the salary and elevate the rank of the Special Trade Repre-
sentative in the belief that it is essential that the U.S. trade negotiator
stand on equal ground with the representatives of our trade partners.

_ Last month in Geneva, the process of international trade negotia-
tions was commenced. Those negotiations, conducted under the au-
thority of the Trade Act of 1974, will continue for the next & years.
It is essential that the United States have the ablest and most experi-
enced talent representing those interests at the negotiating table in
Geneva. Our negotiator must be a man who possesses a comprehensive
background in international trade, as well as an understanding of the
{:rocess by which the private sector and the executive and legislative

ranches of our Government fashion U.S. foreign economic policy.

Mr. Dent has received the nomination of President Ford to serve in
this post, and I am confident that if confirmed by the Senate, he will
serve his country as well and as ably as he has as Secretary of Com-
merce. Mr. Secretary, we will be pleased to hear any statement which
you wish to make. And let me say, Mr. Secretary, that I believe your
nomination confirms our good judgment in insisting that this job
should be a Cabinet level job because in my humble opinicn, the
responsibilities that you will have in this capacity are graver, more
pressing, and more significant than those weighty and important deci-
sions that you have made as Secretary of Commerce.

We are very happy to have you before our committee today. I see yon
are accompanied by the great Senator from South Carolina. I recog-
nize Senator Thurmond. )
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STATEMENT OF HON. STROM THURMOND, A U.S. SENATOR FROM
THE STATE OF SOUTH CAROLINA

Senator Trursoxp. Mr. Chairman. if you would allow me to say a
few words about Mr. Dent.

The Citatrmax. I wotlld like to ask yov one question. Did you make
him a Republican when you joined the Republican Party, or was he a
Republican prior to that time% - .. -

Senator TuuryoxNp. Frankly, Mr. Chairman, T think he was Re-
publican before I was. He has been a Republican a long time. I changed
parties 1n 1964.

Mr. Chairman, gentlemen of the committee, it is a great honor for
me to appear here in behalf of Mr. Fredervick B. Dent. Mr. Dent is not .
a native of my State. e was born in Greenwich, Conn. He married the
former Mildred C. Harrison, a very lovely lady who has heen in large
part responsible for his successes. And they have two sons and three
daughters.

Mr. Dent graduated from St. Paul’s School and from Yale Tni-
versity. He entered on active duty as an ensign with the Naval Reserve,
and was released from active duty in 1946. He served on two different
ships during that time,

In the spring of 1946, he entered the textile industry and he has
been connected with textiles since that time.

In *September of 1947 he moved to Spartanburg, S.C. and joined
Mayfair Mills. Mayfair operates four plants in our State and has about
175,000 spindles and 3.400 looms. ITe became the president of this
company in 1958.

Mr. Dent is not only an able businessman. but. in addition, he is a
fine community worker. In Spartanburg he took an active interest in
government affairs on both the local and national level. He served as

‘chairman for the Spartanburg County Planning and Development

Commission. He was a member of President Nixon’s Commission on
an ANl Volunteer Army. He was a member of the Department of Com-
merce's International Business Advisory Committee. the Labor Man-
agement Labor Textile Advisory Committee, and a member of the
National Industrial Pollution C'ontrol Council.

Mr. Dent’s talents have been recognized by many of the larger com-
panies of this Nation and he has served as the director of the Crompton
(Co.. the General Electric Co.. the South Curolina National Bank, Scott
Paper Co., and he is a member of the business council. Te has also
served as trustee and treasurer of the Institute of Textile Technology
and a trustee of the Spartanburg Day School. '

He was a trustee of the Mutual Life Insurance Co. of New York.
In 1971, he was honored as the man of the year by the textile section of

‘the New York Board of Trade.

On February 2, 1973, he was sworn in as Secretary of Commerce
and I think it is generally conceded he has heen one of the ablest
Secretaries of Commerce that this country has ever had. In this
capacity, he has been involved in international commercial matters
regarding trade through trips to Far Eastern countries, and Eastern
and Western European countries. He served as chairman of the U.S.-
Polish and U.S.-Romanian Commercial Commissions and vice chair-
man of the U.S.-U.S.S.R. Commercial Commission. He has served as
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a member of CIEP and chairman of the President’s Interagency Ex-
port Expansion Council.

Mr. Chairman, I cannot imagine a man better qualified for this
important position to which he has been appointed by President Ford
than Mr. Dent. Mr. Dent is a man of character, he is 8 man of ability,
he is a man of dedication, and it is with honor and pleasure that I
present him to this committee this morning.

Thank you very much. ‘

The Cuamyax. Thank you for a very fine introduction. We will
insert Mr. Dent’s biographical sketch in the record and I will now
call on the nominee.

[Mr. Dent’s biographical sketch follows:]

BIOGRAPHICAL SKETCH OF FREDERICK B. DeENT

Frederick B. Dent—the son of the late Magruder and Edith Raily Dent—
was raised In Greenwlch, Connecticut. He is married to the former Mildred C.
Harrison, and they lived in Spartanburg, South Carolina, before moving to
Washington. They have two sons and three daughters.

Mr. Dent graduated from St. Paul’s School and Yale University with a B.A.
degree. Upon graduation in June 1943 he went on active duty as an Ensign
in the U.S. Naval Reserve. His service was in the Pacific Theater on the U.8.S,
PCE-RT3 and U.8.8. PC-1547 until released from active duty in 1946.

In the spring of 1046 he entered the textile industry with the firm of Joshua I,
Baily & Company, Inc., selling agents for textile mills in New York City.

In September 1947 he moved to Spartanburg, S.C. and joined Mayfair Mills
becoming its President in 1938. Mayfair operates 4 plants in South Carolina
with about 175,000 spindles and 3,800 looms,

Mr, Dent has taken an active interest in governmental affairs at both the
local and national level. He served as Chairman of the Spartanburg County
Planning and Developmment Commission, and was a member of President Nixon's
Commission on an All Volunteer Army. He also was a member of the Depart-
ment of Cominerce’s International Business Advisory Committee, the Labor
Management Labor Textile Advisory Committee, a member of the National
Industrial Pollution Control Council.

His business afiliations included directorships of the Crompton Company.
General Electric Company, the South Carolina National Bank and Scott Paper
Company. He {8 a member of the Business Council. He also served as Trustee
and Treasurer of the Institute of Textile Technology and as a Trustee of the
Spartanburg Day School,

He was also a Trustee of the Mutual Life Insurance Company of New York,
On November 11, 1971, honored as “Man of the Year” by the New York Board
of Trade. Textile Section.

On February 2, 1973, he was sworn into office as Secretary of Commerce.
In this capacity he has been involved in international commercial matters
through trips regarding trade to the Far Eastern countries, Eastern and Western
Furonean countries. He has served as Chairman of the U.S8.-Polish and V'.S..
Romanian Commercial Commissions, and Vice Chairman of the U.S.-U.S.8.R.
Commercial Commission. He has served as a member of CIEP and Chairman
of the President’s Interagency FExport Expansion Council,

The CrtatryaN. Mr. Dent.

STATEMENT OF FREDERICK B. DENT, SECRETARY OF COMMERCE

Secretary Dext. Mr. Chairman, T would like to thank Senator
Thurmond for his very generous introduction, and I want to assure
the committee that I have reviewed the Trade Reform Act of 1974,

_recognizing that it charts a new course in the relationship of the STR

Office, the Congress. industry, labor, and agriculture in this country.
And T concur with the philosophy and spirit of this new arrangement.
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T look fortward to working very carefully with the committee of five
a?pointed by this Finance Committee, as well as the five members
of the Ways and Means Committee in addition to the other members
of this committee in pursuing the responsibilities of trade
negotiations, A

t course T look forward, when you desire, to presenting testimony,
facts and figures in an informal way, and I think that working to-
gether in the Congress and the executive branch we can, through the
GATT trade negotiations create additional economic job opportunities
for Americans across this country.

I think it is highly significant that in the past 2 years the exports
of the United States have doubled from $49 billion to $100 billion
per year in the fourth quarter of 1974, And in January they were
running at a rate of $114 billion. There is tremendous economic oppor-
tunity offshore for American business, agriculture, and labor, and I
hape that working together we can take full advantage of this, I will
be glad to respond to any questions.

The CHaRMAN. Just to %et the record straight, when did you first
become a South-Carolinian

Secretary DeNT. In 1947 we moved there.

The CyratRMAN. Now prior to that time you were a resident of
Connecticut ¢

Secretary Dentw, Yes, sir.

The CrairMaN. And what was your age when you moved to South
Carolina ¢

Secretary Dext. T was 25,

The CrAmMaN. Well, your wife has such a deep Southern accent,
one would assume that the two of you are southerners, but I see that
yourare an import to South Carolina. ,

. Secretary DenT. Well, we were reexported, My father was raised in
Alexandria, and her father was a North Carolinian.

The nga-nma.w. We have an Alexandria in Louisiana, but was that
Aléxam%rm, %a.? Look

Secretary DEeNT. ing to your right, we could perhaps just say
Alexandria and leave it, gty & peraps )

he CrarrmaN. Mr, Secretary, some of us had thought that Ambss-
sador Bberls was going to do this job forus, and when he worked with
us 1n putting together this Trade bill, he made a number of commit-
‘ments to the committee which do not appear in the written language
of the bill. He indicated how he-expected to administer these respon-
sibil#ties and we rdlicd upon thet. T believe it can be said that the House
Ways and Means Committee and the Senate as well relied upon it in
pa;smg thf}a{, bli)ll. dor Eber]

‘ormer Ambassador Eberle submitted to this committee as well as to
#lie Foube Ways and Medns Comiittee'a lettor expressing hiscommit-
ment as to future implementation of many sections of the Trade Act of
197%¢'beyont'the literal language oPthose sections inthe act.

1 va &.adk thut'thigletterbe ihcorporited in the record at this point
and I'will'miike available.s copy'to you. The committee would like very~
much o have'your identical commitnierit in writing on the ame points
‘of iiplemeritation 'and iriterpretdtion contained in former Ambassa-
dor le’s Ttter,

/
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Would you be willing to supply the comnittee with your views with
regard to this matter, and whether you feel that these commitments as
lt)o how,?'we expacted to proceed with,that: responsibility are viewed

y you
. [Nore.—The letter referred to follows. Secretary Dent subs_e.,guently
informed.the Committee by letter, dated Mar. 25, 1975, that ¢ I have
;iewe}veg]tlus letter and an in agreement with the views contained
1erein.”].

THEB SPEOIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS,
Washington, D.O., January 81, 1975,
Hon. RusseLrL B. Lone

Chairman, Committce on Finance, U.S. Senate, Washington, D.C.

DEeAR SEYATOR LoxG.: During.consideration of the Trade Act of 1974, a. major
subject of interest to the Committee. on Ways and Means, on the Ipum of
Representatives and the Committee on Finance of the Senate and in soipg cases,
to individual members. of the House anqd, Senate, was the manner in which spe-
cific provisipng of the Trade Act should be implemented. I belleve it useful to out-
line specific Instances in which the provisions of the Act were further eiuqlqa,tecg.

In most cases these matters are a part of the public record ; in sych cases I have,
attempted to identify the source. I have broken down the subject areas into
sovelml categories and listed them for your convenience ip the attached memo-
randuam, ’

Yery truly yours,

W. D. EBERLE.
FURTHER BACKGREOUND oN TRADE AcT PROVISIONS
A. NEGOTIATING AUTHORITIES

{1V Agreements on nontariff barriers arising out of the MTN to be submitted
for approval by Congress (Senate Report, p. 22) ; :

12) Protection for U.S. dairy industry not t6 be subject to negotiation unless
dairy policies of major competitors also *“on the table” '(House Report, p. 22) ;

(3) In the conduct of future negotiations, c.i.f. statistics will be utilized (see
Senate Report, p. 12) ;

(4) Afirmative Congressionnl approval through regular legislative procedure
will be sought for adoption of a new system of customs evaluation or the BTN
(House Report, p. 23) ; ' '

(3) It is not intended to use the authority in Title I to cut tariffs to zero for
products where the sensitivity to fmports is obviously great. As for the general
tarift cutting quthority of a partial character, there can be no assurance that
partial tariff reductions would not be made but there cap be assurance that such
potential cuts would be weighed very, very carefully, would be subject to full
consultation with advisers from the footwear industry, and their effécts would
he assessed against any other possible safeguard actions to moderate footwear’
imports which might by that time have been implemented under other provisions
of the law (letter dated December 11, 1974, of Ambassador Eberle to Senator
MciIntyre, Cong. Rec., Dec. 13, 1974, 821430) ;

(@) In the event of an affirmative import relief finding by the Interngtiopal
Trade (Tariff) Commission with respect to footwear, the Ad_ministratjo& would
move expeditiousty to provide import relief if the procedures suggest the need
for import relief and in connection with any, import relef recommengation, par-
ticular attention would be given to the possibility of devising a suitable arrgnge-
ment with forelgn governments of ma},or exporters, of non-m_bb,&r‘ footwear in
order to relieve disruption tq the damestie {ndustry (see para. (5));

(7). Np intention tq.ndversely affect, In any way, as &, result of multilateral
negotiations under authority of the Teade Act, the mutﬂlgtml' tex.tll.qt. agree-
ment (MFA) or am&hﬂatera; agreements, nesotl,qged %uxap_ant thiereto ;, the Ad-
ministration hgs no.intentton to renegotiate MPA structare under sgcﬂqn 02 of
the Trade Aft; Eberle's statement that, baged on present opgration, he helfaves
extension, of' MFA would be In the public interest (letter dated November 24
1974, from. Ambassador Eherle to Senator Talmadge, Cong. Re¢, Deg, 1 ,'_1_9‘{4

at S21467) ;.

52-451—T756——2
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(8) Assurance that no tariff cuts on textiles would be made without “full and
prior consultation with the industry” (sce para. (7) above) ;

(9) Uiderstanding that existing administrative authority will not be used to
fmplement any agreement resulting from trade negotiations under the Trade Act
which. affects the application of Section 22 of the Agricultural Act of 1933, and
that any trade agreement affecting the application of Section 22 will be sub-
mitted for Congressional approval under Section 102.(Senate Report, p. 75) ;

(10) Every effort will be made so that citrus industry will be kept fully in-
formed about negotiations on citrus (statement of Senator Chiles on Senate
Floor Dec. 20, 1974, Cong. Rec., Dec. 20, 1074 at $22510).

B. NEGOTIATING OBJECTIVES

(1) SKcctor Negotiations.—Appropriate product sectors for negotiations which,
to the extent feasible and consistent with the objective of maximizing overall
economic benefit to the United States, are to be on sectoral basis are to include
steel, aluminum, electronics, chemirals, and electrical machinery (Senate Re-
port, p. 79) ;

(2) International Safeguard Arrangement.—Understanding that the Adminis-
tration will submit to the Congress for approval criteria governing the imposi-
tion of import restrictions in connection with any safeguard agreement (Con-
ference Report, p. 25).

C. PRENEGOTTATION PROCEDURES AND ADVISORY COMMITTEES

(1) The Prestdent and pertinent agencies in the Executive Branch will con-
sider the impact of any proposed trade agreement concessions on Puerto Rico
and U.S. Insular Possessions (Senate Report, p. 99) ;

(2) Public hearings in connection with trade negotiations will be held by
the Trade Information Committee (FIC) of the Office of the Special Trade
Representative and that the TIC will be composed of representatives from de-
partments who will be actively engaged in negotiations (Senate Report, p. 100) ;

(3) U.S. trade negotiators shall keep the advisory cominittees established
under Section 135 fully informed in connection with the Negotiations under sec-
tions 101 and 102 of the Trade Act (Conference Report, p. 29) ;

- D. ADJUSTMENT ASSISTANCE

In a letter, dated July 31, 1974, from Assistant Secretary Yeutter of the De-
partment of Agriculture to Senator Talmadge, “firm” for purposes of adjustment
assistance, is interpreted as including agricultural enterprises, including sole
proprietorships, and the requirement that a “significant number or proportion of
workers" be total or partially separated may be met by the total or partial separa-
tion of an individual farmer in the case of a sole proprietorship. The letter fur-
ther states that the requirement that increased imports of “‘articles like or di-
rectly competitive with articles” produced by a firm contribute importantly to
injury may be met if the immported article is within the same price support pro-
gram as the domestically produced article.

E. COUNTERVAILING DUTIES

(1) Assurance that the Office of the Special Representative for Trade Negotia-
tions would not recommend any changes in quotas on dairy imports in connection
with trade policy without prlor consultations with Senator Mondale and repre-
sentatives of the dairy industry insofar as they affect dairy farmers; statement
that the United States has not made any assurances to the European Community
of possible adjustment in the dairy import quota in connection with a com-
promise package on countervailing dutles discussed with Senators Nelson and
Mondale (letter from Ambassador Malmgren to Senator Mondale, Oct. 2, 1974,
Senate Report, p. 189) ; . . .

(2) Afirmation that the Treasury Department {8 committed to proceed im-
mediately under the countervajling duty law should the EC reinstate import pay-..
ments on dairy products suspended July 12 on cheese and suspended previously
on other products; any finding, in connection with the possible suspension of
countervalling dutles, with respect to efforts by the EC to substantially reduce
or eliminate the adverse effects on the U.8. dairy industry of any bounty or grant
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on dairy exports will be made only after “very close consultations with domestic
industry and concerned members of Congress.” It would be necessary to clearly
show that the problems of U.S. producers had been substantially relieved (letter
from Assistant Secretary Macdonald of Treasury to Senator Mondale, Oct. 3,

1974. Senate Report, p. 180-191) ;
(3) Understanding that the imposition of countervailing duties with respect

to non-rubber footwear will not be suspended unless an actual agreement re-
straining exports to the U.S. or voluntary understandings which would have the
same effect has been undertaken by the exporting countries (or exporters there-
in) and assurance that, pursuant to the provisions of the Trade Act, the Ad-
ministration will give immediate attention to devising some suitable form of
arrangement with governments of other nations whose exports to the United,
States are significant causes of disruption to the United States footwear industry
(letter dated December 26, 1974 from Ambassador Malmgren to Senator Hatha-
way, see also Congressional Record of December 20 at $22510).

F. TRADE WITH COMMUNIST COUNTRIES

Agreements with non-market economy countries under section 405 may not be
renewed unless such country is party to an agreement with the U.S. providing for
mutual exchange on agricultural commodity information, and fulfills the provi-
sions of such agreement (Conference Report, p. 49-50) ;

G. GENERALIZED PREFERENCES

(1) Assurance that the interests of the Commonwealth of Puerto Rico and
the U.S. Insular Possessions will be taken into account in making determinations
with respect to sensitive articles for purposes of Generalized Preferences (letter
of é\ég;'?mber 7, 1974 from Ambassador Eberle to Senator Long, Senate Report,
P (2) éongressional understanding that Israel, among others, could qualify for
beneficlary status for purposes of Generalized Preferences under exception to
exclusion of countries giving “reverse preferences"” if assurances are given that
steps to substantially eliminate by January 1, 1976 the adverse effects of such
preferences will be taken (Senate Report, p. 221) ;

Secretary DeNT. Senator, I would of course intend to honor com-
mitments made by the executive branch to the Congress, providing
they are consonant with the statutes of the United States. And if he
has submitted this, T presume they are.

The Cratryax. Well, a great deal of what Mr. Eberle had to say
that he would keep this committee and the House Ways and Means
Committee informed as to how these negotiations were going and what
concessions he expected that he might find it necessary to make and
what he thought he hopes to get in return. There was also some under-
standing of the problems of various industries, including the textile
industry. with which you are very familiar, and the manner in which
he expected to handle his responsibilities.

Now as far as I am concerned, there is nothing secret about all this.
The press can have it, and so far as T an: concerned, so can our partners
with whom we will be trading. We view it as a two-way street, They
are going to protect their industries to the extent they think those in-
dustries deserve it, and I hope we will do likewise. I am sure you intend
to do that.

Secretary DENT. Yes. Senator, I certainly do. and T hope that if
there are matters that have to come before the Congress, that we can
agree in advance and never bring back something which will not meet
with the approval of the Congress. I do not believe such a turndown is
in our national interest. And consequently, the only way to avoid that:
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iis to work very carefully with you in advance of these negotiationsand
uring.

The Cxiatryran. Now in addition to that, Mr, Secretary, we would
very much like to have you provide this committee with an updated
memorandum reflecting your own views as to what the United States
negotiating objectives should be. This Congress and this committee in
particular have long worked to insure the institutional independence
of the Office of the Special Trade Representative, This has been a con-
tinuing theme in trade legislation and in congressional oversight in
trade matters since 1962—the desire that the Office of the Special
Trade Representative be kept separate and apart from other agencies
of the executive branch. and is most recently reflected in the Trade
Act. This intent of the Congress is rooted in our desire to have a hand
in the fashion of U.S. trade policy.

The Constitution. as I am sure vou know, vests in the Congress the
authority to regulate trade with foreign nations and the executive acts,
in many ways, as the agent of the Congress, in conducting trade policy
of the United States. Recently there have been disturbing reports that
individuals within the executive branch plan a comprehensive over-
haul and reorganization of the foreign economic policy apparatus. We
are deeply concerned that such a reorganization may work to frustrate
the independence of the Office of Special Trade Representative which
we have worked so hard to establish.

May we have your views on this subject and what steps, if any, yon
intend to take to insure the continued independence of this Office?

[The following paper was subsequently submitted in response to the
chairman’s question :Yo

UN1TED STATES OBJECTIVES IN THE MULTILATERAL TRADE NEGOTIATIONS

With passage of the Trade Act of 1974, the Congress has not only provided the
President with the requisite authority to enter into trade agreements, it has
also et forth a number of general negotiating obectives. Thege objectives provide
the bhasie framework guidance from which more detailed objectives can be devel-
oped for the multilateral trade negotlations (MTN). Thix memorandum briefly
reviews the objectives set forth in the Trade Act and then. in a series of attached
papers, describes, to the extent they have been developed, the more detailed ob-.
Jectives applicable to the principal subject areas of the MTN.

~ TRADE ACT OBJECTIVES

Sections 101 and 102 of the Trade Act provide the basic autbority for the Presi-
dent to enter into trade agreements providing for the modification of U.8. tariff
and nontariff barrfers. In turn, Section 103 states that the overall negotiating
objective of the United States under Sections 101 and 102 “shall be to obtain more
open and equitable market access and the harmonizatlon, reduction, or elimina-
tion of devices which distort trade or commerce.” Further, to the maximum extent
feasible, modifieation of agricultural trade barriers is to be undertaken “in con-
junction with” the modification of industrial barrlers.

An Iimportant corollary of this overall objective is found {n Section 104 which
provides that a principal negotiating objective shall be to obtatn, to the maximum
extent feasible, taking into account all trade barriers with respect to appropriate
manufacturing product sectors and the agricultural sector, competitive opvor-
tunities for U.S. exports to developed countries equivalent to those furnished by
U.S. markets. As a m8ans of achleving this objective, it 18 further provided that,
to the extent feasible and consistent with the oblective of maximizing the over.
al economic henefit to the United States, negotiations are to be carried out on the
basis of appropriate product sectors of manufacturing.
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Another principal U.8. negotiating objective I8 contained in Section 107. This
Section sets forth the goal of obtaining agreement on a new international safe-
guard mechanism which will permit the use of temporary measures tc ease ad-
Justment to changes in competitive conditions resalting from the expausion of
international trade following international trade negotiations.

Finally, in Section 121, the President I8 instructed to take such action as may
be necessary to bring past trade agreements “into conformity with principles
promoting the development of an open, nondiscriminatory, and fair world eco-
nomic system.” A pumber of areas are suggested for appropriate action, inciud-
ing revision of certain provisions of the General Agreement on Tariffs and Trade
{GA'TT), and revisions pertaining fo the adjudication of commercial disputes and
the use of special and reverse preferences, subsidies to promote exports or attract
foreign investinent, and controls over access to supplies,

T;:_?g,qugll gouls contained in the Trade Act will provide the basis for plun.
ning in the Office of the Special Representative for Trade Negotiations. More
detajled objectives, consistent with these goals, have been and will continue to
be developed for the negotiations. Our negotiations on both agricnltare and indus-
try will be carried forward in a number of functional areas including tariffs, non-
tariff barriers, sectors and safeguards. In addition, special priority will e given
t(:t negogatlona on tropical products. Some comments on Lhese subjects are
attache

It will be important throughout the negotiaitons to seek new solutions to
problems that bave resisted solutions in the past. This is particularly the cuse
in the field of sgriculture. A successful negotiation, therefore, will yield more
open marktes abroad for our agricultural products.

The achievement of these goals will require extensive and continuing cousulta.
tion with U.S. industry, agriculture, labor and other economic interests in our
country. The Trade Act of 1074 provides an excellent statutory basfis for such
consultation and I intend to make maximum use of such advice in forming our
negotiating plans and in carryring them out. Congressional advice and participa-
tion is a sine qua non for reaching the high goals outlined above. The Trade Act
of 1074 provides the necessary policy and procedures for working with the Con-
gress and I ritend to make this partnership a reality.

NEGOTIATING OBJECTIVES ON TARIFFS

One of the major objectives of the muitilateral trade negotiationg will be to
achieve further liberalization of tariffs on a basis of mutual benefit. Previous
trade negotiations have greatly reduced the relative importance of tariffs as
barriers to trade. Overall tariff levels in our major markets abroad are about 35
percent lower today than they were prior to the Kennedy Round of trade nego-
tiations. However, over 60 percent of trade in industrial products agiong the
major industrialized countries remains subject to tariffs, with an overall average
tariff of about 10 percent. Overall tariff averages obscure the fact that tarift levels
vary significantly among countries and that they remain significant obstacles to
trade on many individual products and product categories, including areas such
as agriculture and high technology goods in which the United States has a large
export potential. Furthermore, tariff averages do not take into account the
effects of reglonal preferential trading arrangements on third country trade,
including that of the United States.

One of the principal goals of tariff negotiations will be to increase the poten-
tial for United States exports in European markets through the reduction of
tariff discrimination inherent in the expansion of the European Community to
include the United Kingdom, Denmark, and Ireland, and in the preferential trad-
ing arrangements between the European Community and other European and
many developing countries. Fifteen years ago, less than 10 percent of all free-
world developed country trade was subject to preferential tariffs, that is. duties
lower than mast-favored-nation levels. Today, over one-half of free-world devel-
oped country trade can be considered preferential, with about 75 percent and
virtually all the increase of preferential trade accounted for by internal trade of
the European Community, the EC arrangements with its Associnted States. and
bilateral trade agreements between the BC and certain comntrles. Even though
external tariffs of the European Conmnunity average only about 8 percent on in-
dustrial products, they can have a substantially adverse impact on l‘llted
States exports given the elimination of tariffs on trade among our major Furo-
pean competitors. Many European rates are also considerably higher than the
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average. The reciprocal reduction of tariffs on a global basis is the only long-
term effective means within a multilateral trading system to reduce the diserim-
inatory arpects of these arrangements and the diversion of United States exports.

A second major goal of tariff negotiations is to increase the ability of United
States exporters to capitalize on their potential for increasing sales in our major
non-European markets, particularly Canada, Japan., and Australia. Tariffs in
these countries are particularly high on many finished manufactures. Australia
maintains duties averaging over 25 percent on manufuectures: Canadian and
Japanese duties on finished manufactures average about 15°and 38—percent-re-
spectively. Many United States producers view Canada as a logical extenston of
our own domestic market but are unable to take full advantage of trading possi-
bilities becanse of significant Canadian tariff protection on many products. Re-
ductions of duties in these countries to more reasonable levels would enable
United Ktates exports of many products in which are highly competitive to ex-
pand in these markets.,

In some cases, United States producers have faced significant import competi-
tion, frequently from developing countries, because restrictive tariff barrters in
other industrialized countriex have Hmtted imports and thus encouraged exporters
to concentrate on the United States market, Another objective of tariff negotia-
tlons is to reduce tariffs of other countries on such preducts, thercbhy relieving
import pressures on domestic producers and workers. :

Before the U.8. decides on a negotiating approach with respeet to tarlffs, we
wilt have the benefit of the advice of the International Trade Commission, the
industry, agricultural and labor advisory groups, and the benefit of hearhigs to
be conducted by STR. Offers to reduce U.K, tariffs will not be made before this ad-
vice ix fully analyzed and possible U.8, offers are weighed against the reciprocal
advantages to be gained by reduction of foreign tariffs.

NEGOTIATING OBJECTIVES ON NONTARIFF BARRIERS

The United States would like fairer, as well as freer, trading conditions to
emerge from the Multilateral Trade Negotiations (MTN). Nontarif barriers
(NTBs) is one of the issues where the opportunities for achieving this objective
are the greatest,

The GAT'T Secretariat has classifled the more than 800 country notifications on
NTBs under 33 categories (attached). For several years working groups have
been meeting on these categories with a view to devising solutions. It s not real-
istic, however, to expect that solutions for all 33 of these categories will be
developed, much less agreed. Consequently, it has been decided in Geneva to limit
the initial work on nontariff barriers in the MTN to four broad areas. Theve
areas are (a) subsidies and countervailing duties, (b) international standards,
packaging and labelling, and marks of origin, (c) quantitative restrictions, in-
cluding import prohibitions, so-called voluuntary export restraints and import
licensing procedures, and (d) customs matters, including customs valuation,
procedures and nonienclature, import documentation, and consular formalities.
While encompassing the bulk of the 33 categories, thexe areas will limit dixcussion
to manageable proportions. Provision has been made, however, for taking up
other topics as negotiations proceed. Additionally, the major area of government
procurement, which the U.S. believes should be included in the MTN at the ap-
propriate tiine, is presently being discussed in the Organization for Kconomic
Cooperation and Development (OECD).

Subgidies and countcrvailing acttons

The Administration is dissatisfied with the present GATT provisions on sub-
sidies, which fail to provide an effective deterrent to their use. In the first place,
these provisions differentiate between primary (mostiy agricultural) and non-
primary (mostly industrial) products. Secondly, the ban on export subsidies on
non-primary products contains no definition of what measures constitute an export
subsidy. There is only an illustrative list of practices. Furthermore, this ban
applies only when the subsidy results in dual pricing.

The Administration wants to tighten up the present GATT rules. More com-
parable treatment should be given primary and non-primary proeducts, particu-
larly since some of the principal subsidy problems relate to agriculture. Guidelines
on the use of subsidies should be developed and perhaps supplemented by a list
of banned practices. The key issue is how far the United States and other coun-
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tries are willing to go In limiting subsidies—export subsidies, domestic subsidies

" that stimulate exports, and domestic subsidies that result in impoft substitution.

The problem of forelgn subsfdies Involves both imports and U.S. exports,
Subsidized exports to the U.S. market can be countervailed against. However,
there is no adequate remedy under the GATT with regard to third country
markets. Under the present GATT rules an exporting country injured by such
subsidization can request the recipient of subsidized products to Impose a couu-
tervailing duty. However, that country may have no interest in imposing such a
duty on its imports, Consequently, the injured exporting country may have to
::‘OSI')IE’E‘ to competitive subsidization or retaliation under Article XXIII of the
3ATT.

The United States objective in this area ig to negotiate an international code
of conduct to control the uxe of subsldies and their teade distorting effects. Addi-
tionally, this code wonld provide guidelines for the use of countervailing duties.

L

Product stundards

Product standardg have heen given high priority because of their growing hu-
portance in international trade. and becanse of otir concern nbout Kuropean plans
to convlude regional standards and certiticnation arrangements on an exclusive
basis, partienlarly with respect to electronie components and motor vebjeles,

The international harmenization and certification of product standards can
facititate trade. Rlgnificant economies can be realized If exports can be dexigned
andl tested for a multi-country market rather than for a number’of separate
national markets with different standards and quality assurance requirements.
However, if international harmonization and  certification arrangements are
exclusive, they can resuit in technical harriers to trade.

We seek in the negotiations to conclude new rules that wounld ensure that
standards and certitication are used to facllitate rather than to finpede trade.
Such rules would (1) encourage participation in standards writing in inter-
national organizations o as to harmonize standards on as wide a basis as possi-
ble: (2) encourage participation in international, as opposed to regional,
certifteatton arrangements for assuring conformity to standards: (3) formulate
rules for regional standards arralgements so that, in standards writing and
certification, these arrangements will not operate to restrict the trade of third
countries: and ¢4) formulate rules that shonld be followed by national standards
bodiex so that standards writing and certifiention will not create unjustitiable
obstacles to trade.

Packaging and labeling yegulations

The movement in Europe and elsewhere toward the adoption of mandatory
container sizes and detailed labeling regulations threatens to restrict U.S, exports.
We want the same kind of rules as proposed for governing product standards to
apply to packaging and labeling regulations.

Markaof origin

Complex and confusing regulations concerning the use of marks of origin can
have a negative effect on international trade, although the marks or origin per se
have no demonstrable effect in and of themselves. Accordingly, our objective
should not be to eliminate marks of origin, but rather to remove the trade restrict-
ing aspects of different national practices through international harmonfization.

Quantitative restrictions

Relatively few, although significant, quantitative import restrictions (QRs)
are still imposed on developed countries, the United States wants all such restric-
tions inconsistent with GATT obligations to be removed. Restrictions inconsistent
with the GATT but legally maintained because of waivers or accession protocols
would be subject to negotiation—usually on a bilateral basis. The embargo by
Canada on imports of used cars and planes is a good example of this category of
QRs We regard voluntary export restraints as safeguard measures and believe
that they should be dealt with in the context of new rules on safeguards.

Import licenging

So-called “automatic” licensing should be abolished. Such licensing is some-
times used to_restrict trade and. in any event, constitutes unnecessary red tape
that deters trade. We algo think it would he useful to develop rules governing
licensing used to admjnjster import restrictions that are legally maintained, such
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a8 licensing requirements relating to the protection of public health and safety.
(Liceusing that is used to restrict trade, i.e., that has the same purpose and effect
ag QRs, should be dealt with in that context.)

Import dooumentation :

The cost and red tape.assoctated with import documentation requirements is
staggering. The National: Committee on International Trade Documnentation and
the Department of Trangportation have estimated that these costs total billions
of dollars annually. The Gustoms Cooperation Council and the. Economic Com-
mission:for-Europe are working in this area but. progress is very slow. The United
States wants an impetus to be given to the simplification and harmonization of
fmport documentation requirements in the negotiations.

Consnlar formalities

The GATYT Contracting Parties have in the past recommended the abolition
of all consular formalities, i.e.,, requirements for presentation of commercial
documents to.censular officers and fees assoclated therewith. ‘We want these

.formalities, which are. maintalned mostly by developing countries, to be abolished

as part of the trade negotiatiens.

Valuation and nomenclateure -

(‘nstoms valuation and nomenclature have becn included at the behest of our
negotiating partners. " We wish to coutinue the work of the Customs Cooperation
Council (CCC) on 'develgpment of an fnternational standardized commodity
code-that - will meet modern tariff nomenclature needs. Likewise, we.wish to sup-
port-present CCC efforts' to teniove the obstacles now preventing the U.S. .from
considering adoption 6f-the'Brussels Convention on Valuation, f.e., to support
the CCC objective of broadening 'the-Brussels definitions to include f.0.b. valua-
tion. In*M'I'N discussions,"we pian to propose that discussions on valuation be
-directed toward -the establishment of a common modern valuation system., A
main topic for discussion in the M'T'N will be what, and how much, reciprocity will
be required to encourage the United States to change its current valuation
practices,

Government proourement
Government - procureinent systems vary widely in form but throughout the

.world they:all have n “buy-national” bias and constitute major nontariff barriers

to trade. GATT provisions are very weak in the area of pmblic procurement.
Because the U.S. system is more visible than the informal administrative methods
and practices of other governments, the United States has been subject to strong
criticismm from other countries. The United States has, in turn, been pressing

“in the OECD for an internattonal code under which governments would open
* their procurement to forelgn suppliers.

We are seeking an international code that will safeguard the existing stake U.S.
suppliers have in sales to foreign governmeuts and improve access to the-steadily

.growing public sector markets abroad. In particular, we want & requirement for
_published regulations, rules to discourage discrimination against foreign firms

aund products, and limitations on national exceptions from the proposed rules.

It i8 estimated that the U.S. Governiment now spends approximately $7 biltion a
year on procurement of civillan goods and supplies. All other OECD countries
combined spend an equal amount. Thus, & code ou government procurement could
open up a market of around $14 billion to international competition. The ability

-of U.S. suppliers to compete for this procurement would, of course, determine the

extent to which we could take advantage of thesc opportunitles.
GATT CATEGORIES OF INDUSTRIAL NONTARIFF BARRIERS

1. Government participation in trade and restrictive practices tolerated by
governments: -
A. Government alds.
B. Countervailing duties.
C. Government procurement, ) -
‘D. Restrictive practices tolerated by governments.
E. State trading, government monopoly practices, etc.

.
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2. Customs and administrative ent roced :
A. Antidumping duties. e ares:
B. Valuation,
C. Customs classification,
D. Consular formalities and documentation,
E. Samples.
F. Repayment of duties.
G. Customs formalities.
3. Standards:
A. Industrial standards.
B. Health and safety standards.
(13). (;%thetl;i standatrsds concerning product content.
. Requiremen concerning markin, labell
packaging. g g, elling, measurement and
4. Specific limitations: '
A. Quantitative restrictions and import lcensing.
B. Embargoes and other restrictions of similar effect.
C. Screen-time quotas and other mixing regulations.
D. Exchange control. -
E. Discrimination resulting from bilateral agreements.
F. Diseriminatory sourcing.
G. Export restraints.
H. Measures to regulate domestic prices.
1. Tariff quotas.
X. Others.
5. Charges on imports:
A. Prior import deposits.
B. Surcharges, port taxes, statistical taxes.
C. Ditsccriminatory film taxes, use taxes, government controlled insuran
rates, ete,
D. Discriminatory credit restrictions.
E. Variable levies.
F. Border tax adjustments.
G. Emergency action.

NEGOTIATING OBJECTIVES FOR SECTORS

A principal U.8. negotiating-objective under the Trade Act is to obtain, to the
extent feasible, equivalent conditions of access, taking into account all trade
barriers, with respect to appropriate product sectors of manufacturing and the
agriculture sector. Further, as a means of achieving this objective, the Trade Act
requires that, to the extent feasible and consistent with the objective of maxi-
mizing the overall economic benefit to the United States, negotiations are to be
carried out on the basis of appropriate product sectors of manufacturing.

Any work on sectors in the negotiations is very much related to the formula-
tion and implementation of general rules and procedures applying to the negotia-
tion of tariffs and nontariff barriers. It will not be possible to determine the
feasibility of using the sectoral negotiation technique without knowing what kind
of rules of general application may be adopted,

The U.S. position has been that work on sectors should proceed in parallel with
that on tariffs and NTBs. Accordingly, now that an initial work program has been
set forth in these latter areas, the Administration is in the process of developing
a more detailed position on sectors.

We are giving priority attention to the identification of product areas where
the sectoral negotiating technique may be appropriate. For this purpose, our
basic point of departure has been the list of sectors which the Finance Committee
has identified as appropriate for this purpose. It will be our objective to reach
agreement with our trading partners that priority attention should be given to the
sectors on our final list, as well as perhaps additional sectors of interest to others,
for purposes of having the GATT Secretariat carry out an examination of these
sectors which will provide a common basis for further work. We will, of course,
wish to hold open the possibility of modifying this list in the future in light of
input from the private sector and developments in the negotiations.

52-461—75—38



-

Yo,

\o

14

We have requested each of our Industry Sector Committees to consider whether
& sectoral approach would in their view be advantageous. We intend to approach
sectoral discussions with the maximum degree of advice from and participation
of 11.8. industry.

Negotiating objectives on agriculture

I am very keenly aware of the disappointment in our agricultural community
with the outcome of the Kennedy Round insofar as liberalization of trade in agri-
culture is concerned. New approaches are required in this negotiation if major
progress is to be made this time, The Trade Act of 1874 provides scope for such
new approaches,

Similar to our objective in the industrial area, one of the principal objectives
of reducing tariffs and attacking nontariff barriers in the negotiations should be
to obtain a more open and orderly trading system for agricultural products. In
the past, governments have generally been unwilling to consider substantive trade
liberalization for fear that this might reduce their ability to achieve such domestic
objectives as food price and income stability.

Another important objective is the harmonization, reduction, or elimination of
agricultural trade barriers and distortions in conjunction with the harmonization,
reduction, or elimination of industrial trade barriers and distortions. While we
have flexibility under the Trade Act in how we obtain this objective, it is im-
portant that agricultural trade be liberalized along with industrial trade.

The mutual benefits of economic interdependence are becoming increasingly
understood. Because of this interdependence there is a need to develop some
understandings or rules on the use of trade measures during periods of both sur-
plus and inadequate food production. Consuming countries wish to be assured
access to sources of supply during perfods of inadequate production while export-
ing countries are interested in access to markets, particularly during periods of
surplus production. Rules are needed to guide the orderly expansion and 1ib-
eralization of world agricultural trade. The development of such rules is another
important objective which we will pursue in the negotiations.

Negotiating objéctires on tropical products

One of the principal aims of the developing countries in the trade negotiations
is to achleve solutions to problemns affecting their exports of tropical products.
An important objective of the Trade Act is to promote the economic growth of
developing countries and to expand mutual market opportunities between the
United States and developing countries. The Tokyo Declaration underscores the
importance of these negotiations to the economic progress of the developing
nations. A major U.S. objective in this sector will be to assure that special and
priority attention is accorded to the tropical products negotiations as called for
{n the Tokyo Declaration. We will wish to assure that meaningful and substantial

progress toward trade Hberalization is made at the earlest possible date.

NEGOTIATING OBJECTIVES ON A MULTILATERAL SAFEGUARD BYSBTEM

One objective of the United States in the multilateral trade negotiations is to
assist the lowering of trade barriers by developing an improved international
safeguard system which will provide agreed procedures to follow and agreed
measures that countries may take when particular domestic industries suffer
injurious import competition. The objective is a system adhered to by all major
trading countries, The safeguard system should govern the safeguard actions
taken by these countries, thus putting them all on an equal basis with respect to
the availability and conditions for recourse to safeguard actions. It should provide
a greater degree of harmonization of safeguard practices and a framework coun-
tries can turn to assured of a greater degree of common acceptance.

The present multilateral safeguard system under GATT Article XIX has not
worked well, Major trading countries, including the United States, have re-
stricted imports with inadequate reference to the GATT. The absence of a func-
tioning international safeguard system exposes all countries to arbitrary

__decisions by other countries. The lack of adequate international discipline in this

area will become intolerable for all countries as trade barriers are liberalized
further and imports increase. A new multilateral safeguard system is needed
with established rules and procedures which countries will adhere to in practice
as well as in theory.
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Some {international discussion of multilateral safeguard mechanisms has
already taken place in the OECD and GATT. While these were useful preliminary
explorations, the major discussion of a new multilateral safeguard mechanism
will take place in the multilateral trade negotiations. In this regard, a safeguards
group has been established. The safeguard group first met in Geneva on Octo-
ber 17-18, 1974, to begin preparatory technical and analytic work. The discussion
was broad, and no attempt was made to reach agreement on the shape of a new
multilateral safeguard system,

The Group did agree on the U.S. delegation proposal that work proceed in two
phases and on the necessity for a survey among the participants on their safe-
guard practices. In thé first phase, the Group 18 conducting a thorough study of
the present system and the practices of participating states in order to identify
the defects In the current system, The survey deals with protection against im-
port injury, including use of Article XIX, voluntary export controls, and re-
strictive industry-to-industry agreements, and, in conjunction with other
information available to the GATT Secretariat, forms a base for Phase I
discussions. -

In the second phase, the Group will develop the elements of an improved safe-
guard system. Some basic concepts to be examined in the second phase of the
discussions include:

(1) Procedure.—retention of formal ammendment of Article XIX or supple-
menting Article XIX with a complementary protocol applicable only among ad-
hering countries;

(2) Injury Criterion.—retention of the serlous injury test, replacement with a
new test, or retention with redefinition or clarification;

(3) Import Relief.—preferred forms of rellef (e.g., tariffs rather than quotas
or rolling back imports or slowing the rate of growth), and duration (e.g., time
limits and phasing out) ;

(4) Adjustment.—the required role of internal adjustment associated with fin-
port relief and the Government's responsibilities in this regard;

(5) Nondiscrimination.—retention of the MFN rule, replacement with a new
concept, or modification of the MFN rule in particular circumstances or to meet
the needs of developing countries;

(6) Notification and Consultation.—retention or strengthening of existing obli-
gations; and

(7) Dispute Settlement.—necessity for a new mechanism and functions of any
such mechanism.

Consistent with the work program of the Group, the Administration is cur-
rently devoting its attention to providing necessary information to the GATT
Secretariat regarding U.S. safeguard practices and to analysis of defects in the
present international safeguard mechanism. Analysis of the second phase con-
cepts within the Administration is just beginning and must necessarily be based
on any conclusions derived from the discussions in phase one.

Secretary DENT. Senator, it is clear that the Office has access to the
President. He has established the Economic Policy Board, which
focuses economic issues for his consideration. And I think it is clear
that his style of operation is to provide access to those who wish to
Igrir_lg matters to him, and consequently, we intend to work on this

asis.

I would point out that there has to be a relationship with certain
departments because of -the size of the Office. For instance, starting
in June last year in the Commerce Department, we orfnized in con-
junction with Ambassador Eberle the Industry Policy Advisory Com-
mittee, about 22 chief executive officers, and under them 26 separate
industry sector advisory committees consisting of 500 individuals. We
would give the technical support to this. There will be a similar setup
for Agriculture and Labor. So that to this extent we depend on the
interrelationships of other departments, because of the size of the

. Office, for continuing input.
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.But, of course, the advics that comes through there then is dealt
with in the Office of STR. '

The CrHAmrMAN. Now Mr. Secretary, the law says that the Special
Trade Representative reports directly to the Congress, as well as to
the executive.

Now I am al too familiar with the situation that exists and which
will exist in the handling of your responsibility, and I will do what I
can to help you do that job the way the law intends, but it is not an
easy job, We have a strong Secretary of State. He is a very able man,
and 1 think he is a great American. But I think you will find that the
Secretary of State, in the exercise of his responsibility working for
world peace, will want to be making commitments in the economic
area.

Now historically, at least as far back as I can recall, it has been a
tendency in the State Department to seek to go through the White
House to affect the conduct of these independent agencies, and it may
very well be that we ought to make some trade concessions to someone
or give someone a trade consideration in return for some other fqrei%x;

olicy objective. But if that is to be done, it secems to me it should
gone out in the open, we should know about it, because I have no doubt
that it will sit very poorly with the Congress if a trade agreement
comes back in here that cannot stand on its own economic basis—that
has to be justified on the basis of some foreign policy consideration.

As a Senator I have on occasion supported administrations—Repub-
lican and Democratic administrations—when they sought to take cer-
tain foreign policy aspects into account in trade matters. There come
times when we are justified in taking such steps, but I just say if it is
to be done, it ought to be done with this Congress and this committee
knowing about it. It should not be done on the basis that here is an
agreement that on the face of it cannot be defended very well, and it
is based on some foreign policy consideration about which the Con-
gress has not been informed.

Now you are going to have a difficult job, in my judgment, resisting
the pressures from the State Department, which I think will come to
vou by way of the White House from time to time, in doing your job
the way you think that the economics of this matter should be handled.

I simply insist that under law this committee should be informed,
the House committee should be informed, and we ought to be partners
in whatever endeavor you try to work out with our trading partners
around the world. .

Secretary DENT. I subscribe to your partnership philosophy and
also, as I mentioned earlier, the concept that nothing should be brought
back to this committee that is going to fail. It is not in our national
interest to do that.

The Camman, With the exception of the President himself and
the Secretary of State, I think you are going to have the most difficult
job in this Government during the next five years, Mr. Secretary, and
I wish you all of the luck in the world in that undertaking.

Secretary Dent, Thank you, Mr. Chairman.

The CHAIRMAN. Senator Byrd.

Senator Byrp. Thank you, Mr, Chairman,

Mr. Dent, I think our Government is fortunate to have a man of
your ability and integrity in high public office. I am pleased with
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your new assignment. As the chairman indicated, I think it is one
of the most important in Government. I supported the Trade Reform
Act but not with much enthusiasm. Whether it is going to be helpful
to the American people will depend upon the ability of the individual
who will be our Chief Trade Negotiator. And for that reason, I am
very pleased that you have that assignment. _

I have only a couple of questions. One of the characteristics of a
good negotiator is a willingness to walk away from the table if the
pro osal before him is on a take-it-or-leave-it basis, not really in the
U.S. economic interest.

Would you be willing to just tell our foreign negotiating partners’
thut we would rather not conclude a one-sided deal against the United
States, rather than sign an agreement just for the sake of obtaining
an agreement? “

Secretary Dent. Absolutely. If it is not in the economic interests
of the United States, we certainly should not pursue the matter.

Senator Byrn, Could you briefly describe to the committee the objec-
tives with which the United States intends to achieve in the upcoming
bilatera1 trade ne%otiations in Geneva? I am interested in U.S. goals
with 2t to both tariff and nontariff barriers.

Secretary DeENT. The objectives are clearly outlined in the legisla-
tion, dealing first of all with a reduction of tariffs to increase economic
opportunities abroad, as well as the reduction or elimination of non-
tariff barriers, ' '

In addition, we seek more secure access to supplies which we require
from forcign countries. And finally, we hope to review the GA'T'T
rules and regulations to update those, since they have not been
addressed since they were originally subscribed to, to modernize this
system of controlling international trade through the GATT.

Senator Byrp, Thank you, Mr. Secretary. I am pleased to support
your nomination. I wish you the best of luck.

Secretary Dext. Thank you véry much, Senator.

The CramMmax, Let me explain our order. We are procceding here
by the early-bird rule. The first man in the room gets to ask the first
question and the next man in line is the Senator from Wisconsin,
Mr. Nelson. -

Senator NeLsoN. Thank you, Mr. Chairman.

In a general way, what, ﬁnafly, is the authority of the Special Trade
Representative in making decisions on various trade agreements?
What is the dimension of your authority ¢

Secretary DExT. The dimensions of the authority is established in
the law to conduct negotiations and to reach agreement on behalf of
the United States. Of course, this agreement, as we have discussed
earlicr, must stem from advice and hopefully consent of the Senate
and the House in consultation with the private sector and a review of
the author%y by the President before initiating these agreements.

Senator NELsoxN. The question of industry representation was raised

when Mr. Iiberle was working with us on the T'rade bill. At that' time

the statement was made that in negotiations with Europeans, the
industry, whether it was agriculture or some other segment of
industry, sat with the trade negotiator in his negotiations on the
European side. At least that was alleged to be the case.

Tt that correct ¥ B ' _
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Secretary DexT. In certain instance. I know during the Kennedy
round I had a friend from one of the European countries who had a
representative of industry who sat with him. I do not know how
widespread the practice is.

Senator NeLsoN. How do you view your relationship with the
industry representatives who will be consulted and will be advisers
respecting various aspects of trade negotiations within the spheres
that they represent? What will that reﬁtionship bet

Secretary DeNnT. Well, the relationship is one strictly of advice and
they are not permitted, as I understand it, to enter into the negotiating
room. They can be in the environs and one can consult during negotia-
tions. But they cannot go directly into the negotiating area.

Senator NELsoN. But they would be consulted at each stage of the
negotiations respecting their viewpoint, at least, or the proposals that
are on the table,

Secretary DeNT. They would continue in advice and that depends
on their willingness to be at hand or their availability by telephone.

Senator NELsoN. To get to a specific case that has been troublesome,
let us turn to the dairy industry. A couple of years ago, as you recall,
there was the publicity on the so-called Flanigan plan, which, in es-
sence, was interpreted as a plan by which the dairy industry would be
sacrificed, so to speak. In other words, dairy imports would be ac-
cepted in substantial amounts in order to create a proper balance of
payments with a European country ‘for their acceptance of other

, some in the ficld of agriculture, since we export grains and they,
generally speaking, do not. Canada, the United States, Australia, and
New Zealand are the grain countries, whereas the one thing that all
European countries have available to export are dairy products. I
think without exception, even including nﬁland, they have cheeses
to export. This matter concerned, and properly so, the dairy industry
and it raised a considerable political fuss all across the country.

Well, in the course of developing the bill, as you know, we drafted
a much tighter, much more stringent, section on conntervailing duties.
And what had concerned many, including the dairy industry, as one
I think that had been offended against the most, was that we had a
countervailing duty statute for & half century, and yet country after
country, including the European Common Market countries and
Australia and others, subsidized imports or exports into this country
at prices under their own domestic market, undermining the American
market. And that went on for years and years and nothing happened.

So the classic case that occurred in the middle of the consideration
of the trade bill was the massive importation into this country under
Executive order, in the first quarter of 1974, of 100 million pounds of
dairy products, cheese, at a time precisely when we had 400 million
pounds of checse in domestic reserves, This importation policy had the
effect of flooding the market, brought to bankruptcy many small
cheese processors and near-bankruptcy others and was considered a
totally irrational thing to do. And to this day nobody has even been
able to give an explanation of why we would lift the barriers and
allow 100 million pounds of subsidized cheese to flood into our market
at a time when we, in fact, had a surplus of reserves of 400 million
pounds of our own. It was disastrous to tho whole industry. ‘

So the statute was drafted, as you know, very tightly and the mem-
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bers of the European Common Market, which have been the big
offenders, unilaterally announced last year that they were goi f to
suspend their subsidies. So during the course of consideration of the
Trade Act, they did suspend their program of subsidizing dairy
products into the American market.

. Now they have announced that they are ﬁoing to resume sub-
sidizing the im]g:rts, and rumor has it, I think fairly well founded,
that the State Department is telling the Agriculture Department not
to impose count;ervailin%1 duties, because that would upset negotiations
with the Europeans and because the Europeans have modified their
subsidy program and subsidies are not as substantial and large as
they were. But nevertheless, they are subsidized imports coming in at a
time when the ddir[y)v industry is in almost a total state of collapse,
{)‘artlcularly. in the biggest producing States, such as Minnesota and

'isconein,

So the argument now seems to be we should not impose countervail-
ir:lg duties, though that is what the statute says, and though we were
advised by Mr. Eberle that that is what would happen when they

resume. :
My question is will you recommend imposition of countervailing
duties against the current resumed program of the Euro Com-

mon Market to subsidize dairy imports into the United States.
“Secretary DenT. Senator, a8 you know, the authority to impose coun-
tervailing duties rests with the Secretary of the Treasury.

Senator NeLson. I asked you whether you would recommend,

Secretary DeNnT. Well, he makes the recommendation to the Presi-
dent. I certainly would want to review the record. If Ambassador
Eberle has made a commitment, as I indicated earlier, I think that
his commitment, if within the statutory authority, should be honored.

Senator Nerson. Well, I think this is the first big test case right
now. The European market suspended subsidies—this was the area in
which the statute was drafted very carefully. They have now an-
nounced that they are going to resume subsidizing their products into
this market. Our farmers are going bankrupt daily, and I think the test
guestigx:i of whether or not the whole statute is going to work is right

ere, today.

So if you are not pregared to answer now, I would like to have you
review the situation and let us know at least what your advice would
be. Traditionally, not only dairy but all kinds of industries get sacri-
ficed because there is some foreign policy consideration that concerns
the State Department, and the State Department has been able to pre-
vail even though it was, if not a violation of the letter of the law, &
violation of the spirit of the law. I think this is a test case to find out
whether we are really going to have a Foreign Trade Act that func-
tions or not, and I would hope that we would review that.

I do not expect you to answer all of these things off the top of your
head. Review it, and let the committee know what at least your opinion
of the situation is.

Secretary DenT. I would be glad to.

[ Nore.—No specific response was made by Ambassador Dent to the question of
Senator Nelson. However, pursuant to section 303(e) (1) of the Tariff Act of
1930, the following letter was transmitted by Assistant Secretary Macdonald to

the President of the Senate concerning the action taken by the Administration on
the Countervalling Duty investigation in question.]
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: PBE DEPARTMENT OF THE TREABURY,
. . Washington, D.C., June 16, 1975,

DEAR MR. PRESIDENT : On May 19, 1075, the Treasury Department published in
the Federal Register actions under the Countervailing Duty Law (19 U.8.C. 1303)
(Exhibit A) with respect to imports of dairy products from member states of
the European Economic Community including France, the United Kingdom, West
Germany, Luxembourg, Ireland, the Netherlands, Denmark, Italy and Belgium.
The notice of countervailing duties to be imposed stated that “bounties or grants”
are being paid on the exportation of certain dairy products from EC countries.
The accompanying notice of walver fndicated that the imposition of counter-
vailing duties is being waived for a temporary period not to extend beyond
January 3, 1979, under the criteria of Section 331(d) (2) of the Trade Act of
1974. Under Section 331(e) of the Act, whenever the Secretary makes a deter-
mination under Section 831(d) (2), he must promptly transmit to the Senate and
the House of Representatives a document setting forth the determination, to-
gether with the reasons therefor. -

On February 6, 1975, the European Community re-introduced export restitution
payments on certain cheeses destined for the United States. Restitutions on other
dairy products, including Cheddar cheese remained suspended. All such payments
had been suspended since at least July 1974. The new restitution payments were,
in all categories, reduced by from 89 to 56% from those in effect at the time
of the July 12, 1974 suspension (See Exhibit B (Commission Reg. 287/75) ). The
EC further informed United States Government officlals that restitution levels
would be set 80 as to maintain certain price relationships between EC and U.S.
cheeses, and that these relationships would insure that the EC products would
not undercut U.S. prices. Furthermore the EC Commission stated that there was
no intention to “market aggressively” in the U.8. The Commission was prepared
to consult with respect to the price gaps. Based on these steps, the EC Commis-
sion indicated that in its judgment the EC had met the statutory criteria of
Section 831(d) (2) and that the Treasury should conclude that adequate steps
had been taken to reduce substantially or eliminate the adverse effect of such
bountles or grants, and waive the assessment of countervailing dutles under
Section 381(d) (2) of the Trade Act of 1874, -

On February 14, 1975, the Treasury Department published in the Federal
Register a Notice of Preliminary Determination that bounties or grants were
being pald or bestowed on EC dairy products (Exhibit C). The Notice invited
interested parties to submit written views within a period of 15 days.

After extensive consultations with representatives of the U.8. dairy industry,
certain Members of Congress, and, after discussing all issues related to the exer-
cise of the waiver with other agencies of the Executive Branch, fncluding the De-
partment of State, the Department of Agriculture, and the Office of the Special
Representative for Trade Negotiations, the Treasury informed European Com-
munity officials that the steps taken thus far were inadequate to meet the statu-
tory criterla. Additlonal discussions were held as a result of which the Com-
mission further agreed to suspend restitution payments on the following cheeses:
‘Colbey, Monterrey, industrial cheese for processing (Danish block), Emmen-
thaler and Gruyere. By eliminating restitution payments on these cheeses and
maintaining the suspension on Cheddar, all of which are used for processing, the
nmajor concern of the U.8. industry with respect to subsidized competition from
EC cheeses was eliminated. These actlons by the European Community along with
the actions of February 6 previously described, and the understanding that sus-
pended restitutions would not be reinstituted without prior consultations, provide
the major part of the basis for waiving assessment of countervatling dutles on the
higher priced speclalty cheeses that continue to receive restitution payments,

In summary, the Secretary of the Treasury has concluded, with the advice and
concurrence of the Secretary of Agriculture, the Secretary of State and the Presi-
dent’s Special Trade Representative, that the criteria of Section 331(d) (2) of
the Trade Act of 1974 have been met because: (A) adequate steps (as outlined
above) have been taken to reduce or eliminate the adverse effect of the bounty
or grant ; (B) ongoing negotiations in Geneva indicate there is a reasonable pros-
pect that trade agreetnents with forelgn countries providing for the reduction or
“elimination of barrlers to international trade can be reached ; and (C) given the
central role the European Communities must play in the negotiations, and the
importance within the Community of agricultural policies the imposition of the
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counter-valling duties on EC dairy product imports would be likely to seriously
Jeopardize the satisfactory completion of the trade negotiations.
Sincerely yours,
Davip R. MACDONALD,
Assistant Secretary,
Enforcement, Operations, and Tarify Affaire.

Senator NeLso~. Thank you, Mr. Chairman.

Senator Byro [presiding]. Senator Brock.

Senator Brock. Thank you. o ) _

Mr. Secretary, I must say I view this nomination with mixed emo-
tions, I hate to see you leave the Department of Commerce, but I am
delighted to see you accept this responsibility, and I share the feeling
with some of my colleagues that you have a much tougher and perhaps
a great deal more important job, insofar as this Nation is concerned 1n
the longer term. It is a job that is impossible to perform in a manner
satisfactory to all parties, so I wish you the wisdom of Solomon in
trying to do what is best for the Nation asa whole. )

I share the concern of the Senator from Wisconsin, particularly as
it relates to dairy products. I also share an awful lot of other concerns
that you have expressed an interest in previously, the shoe industry,
and t%e textile inSustry. The reason we wrote the Trade Act was toin-
crease our flexibility and ultimately hopefully to achieve a more bal-
anced situation with regard to international trade. But also to be sure
that we were in a position to utilize the broader range of tools to cope
with actions that were not-in interest of this counttg, either those
proposed by other nations or perhaps by our State Department on
ocension.

You expressed in 1970 support for import quotas on textiles and
shoes particularly because at that time it appeared as though, if I
remember correctly. there was no prospect of negotiating an agreement.
Now, we are back in the process of trying to negotiate international
agreements, particularly with regard to footwear. I gather it would
be very difficult for you to make a commitment, but I would like your
comments.

If really intensive efforts in this area should continue to be unsuc-
cessful, and if you should come to the conclusion_that there was no
prospect of success, would you then support some legislative remedy,
such as quotas?

Secretary DexT. Well, it seems to me that the Trade Reform Act of
1974 does give authority which can resolve the problem through vari-
ous negotiating means or actions on the part of our Government to
avoid the necessity for additional legislation.

Senator Brock. Now, that is a basic point, Mr. Secretary. We did
intend to give to the executive additional tools to deal with :ﬁese prob-
Jems, and what I am really saying is, if in your view we were simply at

a total impasse, and could not, by negotiation, resolve a situation of

inequity. wonld you then be fully supportive of the utilization of all
those additional tools that are available to protect us from unfair
treatment? A

Secretary Dent. Well, Senator, I think it is such a long way down
the road, to fully try to usec all the tools provided in this new legislation
to reach down and say that none of them can possibly work and at this
time think about additional legislation——

Senator Brock. I am not speaking of additional legislation, Mr, Sec-

52-451—T75——4
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retary, at this point. I said would you be reluctant to use all of the
tools that are now available? i )

Secretary DenT. Oh, it is clearly the intent of the Congress in pro-
viding tools, that they should be used, and that is the full panorama of
the act that we must deal with.

Senator Brock. That is what I am really asking. That is consonant
with your previous stand. I just wanted to be very sure of your atti-
tude. There are going to be situations in which the power of persuasion
fails through verbal negotiations, and you are going to have to take
additional steps. I do not. want us to be reluctant to do whatever is
necessary to insure that equity is achieved for the working people and
the marketplace. -

Secretary Dent. Well, it is clear to me the intent of the Congress
must be carried out as it has been-expressed in this legislation.

Senator Brock. Very good. I look forward to your service, and I
thank you for accepting the responsibility.

Secretary Dent, Thank you very much, Senator Brock.

The CHAIRMAN [presiding]. Senator Mondale.

Senator MONDALE. Thanﬁ you very much,

Mr. Secretary, Senator Nelson raised several questions about the
Trade Act as it relates to dairy products. This is a matter of special
concern, not only to us coming from a dairy-producing region, but
also because of the history surrounding the Common Market, the
common agricultural policy, and their open, notorious subsidies and
dumping of dairy products in the United States. It has been almost
a classic example o}) a tactic which is I think at violence with our idea
of civilized trade. »

It is also a matter of importance because as you know under GATT
the countries which have price support systems for agricultural prod-
ucts are entitled to protect themselves from dumping, lest their price
support system become the world price support system,

I think it is obvious that if they dump dairy dproducts in the United
States, we are going to build up surpluses, and surpluses will go into-
the Federal reserves. Taxlpal?:ers have to pay for that, and thus for
several different reasons 1 think it is very important that you have
clearly in mind what the law says, what commitments were made and
the significance of making certain that the law is enforced.

Now, I do not intend to go over that, because I understand that
Senator Nelson explored that rather thoroughly, and I think you are
quite aware of the commitments made by the Treasury and so on
with respect to countervailing and also aware of the fact that right
after the Trade bill passed, the Europeans reinstituted the subsidies
which they had temporarily suspended, a strange coincidence.

But I would like to ask how you 1&)ropose in the negotiations to
anqinta{)n ad\:orking relationship with agricultural interests, grain,

airy, brea

S?;:retary DenT. Well, Senator, I have already mentioned that in
anticipation of providing full industry %vice, we organized—the
Commerce Department along with Ambassddor Eberle—the Industry
P(?licy Advisory Commission of 22 leaders, and then the 26 secondary
advisory committees going back as far as last June. We would hope
that within the agricultural sector we would organize a similar‘policy
advisory committee and a sector specialist and can provide the expert
knowledge, recommendations nn & continuing basis throughout the
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negotiating period, and the idea of being sure that the office in Wash-
ington and the office in Geneva have an equal amount of information
as provided by the private sector either here and transmit it, or if
some would like to go over there and be on hand, it can come di-
rectly, so I think it 18 very important within the spirit and letter of
this law to see that we have continuing advice.

Senator MonvaLE. I appreciate this. It may not be a question you
can answer, but as you develop Four staff and your top assistants in
preparation for these talks, would you give consideration to the pos-
sibility of—and I have no one in mind—of trying to find somebody
who has specialized in grain and dairy problems who can be close in
?inl ggstaif asis to assist you in what is really a complex and difficult

o A

Secretary DeNT. It certainly is complex, and we need a great deal
of help in dealing with it.

Senator MonpaLE. Somehow that sentence did not close the way I
wanted it to.

Secretary Dent. Well, naturally we will try to build the best team
of advisers that we can have. :

Senator MoNpALE. I am not trying to pin you down to a person. I
do not have anybody in mind, but there is a feeling, as you know, that
there is nothing to farming. All you do is take somebody who dropped
out of the eighth grade and has got nothing else to do, and he starts
farming.

Actually, farming is enormously complicated, and the farm economy
all across the board takes the lifetime of a skilled person to under-
stand, and we are anxious in these talks that the interests of rural
America are not just subject to hunch and quick-up ‘to speed brief-
ings. We would like somebody on that staff who really knows it, and
who is plugged into the complexity and to the spokesmen in this field,
so that we are sure there is an input at the staff level, which I think
would be helpful to you. .

Secretary DeNT. There is no question that we need a broadly based
%:'oup. The only reason that I equivocate in any way is, as you know,
this entire staff numbers about 45 people, and that includes the cler-
ical help as well, so that we have to be very careful in building a
team to see that we have all of the bases covered.

As far as agriculture is concerned, I spent & working life in con-
{)l(l)nction with a very important aspect of that—the cotton industry,

ught and sold and worked with procedures and all of the various
elements of that, so I have some insight into agricultural problems,
its complexity and its international implications.

Senator MonpALE. Senator Dole assures me we have gotten all we
are going to get out of you.

On Canadian relations, one of the things that has been increasin%ly
impressive to me is the low level of concern for U.S.-Canadian rela-
tions, despite the fact that they are the largest trading Eartner that
we have—people forget,that—much larger than any other country,
and that they are the largest source of oil, and while we concentrate

. on Abu Dhabi and this and that, the Canadians are terribly impor-

tant to this country, and I think we are very important to Canada.
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But T do not see—and as a matter of fact, I think I know what I
am talking about—a level of concern, of sophistication, of dialog
between this country and Canada on crucial matters of trade, whether
it is energy, tariffs, or whatever, that our mutual relationship de-
serves. Could you give us some expression of your viewpoint about
the importance of the relationship ¢

Secretary DENT. Yes; there is no question—they are not only our
largest tradin% partner, but we have our largest private non-U.S.
investment in Canada. )

As you have indicated, oil and natural gas from Canada are very
important to our country. There is no question that our relationship
with them is extremely important. and we should work very closely
with them. They also are major world agricultural exporters, as we are,
particularly in the grain area.

Senator MonpaLEe. Now, in these talks, of course, we will be trying to
reach international agreements, but I think it is also important that
there be a dialog undertaken between you and the Canadian repre-
sentatives about special problems that affect our two countries, and I
hoge that that would occur during these talks.

ecretary DENT. Yes, Senator. As a matter of fact, one of my col-
leagues in the Commerce Department just returned from Geneva last
weekend, and he and others met with Canadians and some of the other
leadine negotiators, and I think the dialog between Canada and the
United States has started, along with other major trading partners,

Senator MonpALE. Thani vou very much.

The CHAIRMAN. The Senator from Kansas, Mr. Dole.

Senator DoLe. Thank you, Mr. Chairman.

T only have a couple of questions, and they sort of follow up those
of Senator Mondale.

First, I commend you for accepting this tremendous responsibility.
We look forward to working with you in the next couple of months.
It will be a very difficult job. '

I have just been handed a directive to the European communities.
T ask this entire document be made a part of the record, Mr. Chairman,
if there is no objection.

The Cramman. Without objection, it is so ordered. .

a’(l)‘lie directive referred to follows: Oral testimony continues on
p. 40,

European Communities
The Council
Brussels, January 16, 1975,
1/81/75 (CoS 1).
NOTEH

Subject: Draft directives for the GATT multilateral trade negotiations—Out-
come of the discussions of the Article 113 Committee.

1. The Article 118 Committee (full members) re-examined, on 13 and 14 Jan-
uary 1975, the draft directives drawn up on the basis of the Commission com-
munication to the Council dated 28 October 1974,

The Committee was able to reach agreement on compromise proposals for
certain problems which had, up to that point, given rise to difficulties between
the delegations from the Member States. On certain other problems, however,
the Committee noted that there were still fundamental differences of opinion and
';hat thetze problems would therefore have tn be submitted to higher authority

or decision.
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2. These fundamental differences concern :

(A) On tariff matters—whether the Directives should set a figure for the ex-
tent of the average reduction to be worked out in the course of negotiations,

(B) Agriculture.

(I) The stockpiling mechanisms proposed by the Commission as the es-
sential element of the commodity agreements to be negotiated. _
(1I) In the case of the agreements on sugar and rice, the need to provide
for the possibility of imposing on the producer countries certain commercial

disciplines (export quotas).
(III) Procedures for the joint disciplines to be negotiated on products
other than those subject to international agreements,
—(IV) Specific negotiating body for the agriculture sector.
(C) The safeguard clause.
(I) The principle of selective application.
(11) Possible connection between the application of the safeguard clause
and internal measures for the adaptation of production patterns.

8. The full range of results of the Article 118 Committee’s discussions are re-
flected in the revised version of the draft directives set out in the Annex to this
document (which also indicates reservations and alternative wording in those
cases where an agreement was not reached by the Committee).

The points made by the delegations and the Commission representative in con-
nection with the fundamental differences referred to above are summarized below.

A. TArIFF

The case for setting a figure for the average reduction.

1. The Commission communication states that the “significant lowering” of
duties provided for in the overall approach should be of the order of an aver-
age reduction of between 25 and 50%.

On this point:

2. The French delegation considered that the “significant lowering” could only
be brought about as & result of applying the harmonization formula to be
selected. While this formula was still being worked out it did not think it wise
to decide on an average reduction and set a figure to it. This might prejudice
the Community’s negotiating position and prove, in practice, incompatible with
the essential objective of the harmonization ;

8. The other delegations stressed that according to the overall approach the
Community’s objective in the tariff negotations was “harmonization” and ‘‘a
significant lowering”, the two being of equal significance. They thought that what
was meant by the “significant lowering” should be demonstrated immuediately
by indlcating the average reduction bracket sought in the negotiations. Moreover,
it would facilitate the choice of a harmonization formula when the timne came.

Some of these delegatlions, which had been able to accept the Commission’s
most recent proposal by way of compromise, said that if unanimous agreement
could not be reached on this proposal they would be forced to return to their
original position and request a higher average reductlon bracket (33% to 50<%)
and a minilmum reduction of 60% for higher rates of duty.

B. AGRICULTURE
1. INTERNATIONAL COMMODITY—STOCKPILING MEOHANISMS

1. It emerged from the Committee’s discussions that the main problem here
concerned the role of a stockpiling policy in international agreements.

2. It should be remembered that in the Commission’s proposal (see para-
graphs 9 to 20 of the chapter on agriculture), stockpiling and de-stocking mech-
anisms represent the principal means, in the international agreements to he
negotiated, of regulating supply and consequently stabilizing the market.

The Commission therefore proposes that in the case of agreements on cereals
the stocks held by the various countries participating in the agreement should be
joinil‘y administered, the criterlon for setting in motion the stocking and de-
stocking operation being the evolution of market prices in relation to a target
price to be fixed in the agreement. -

In the case of agreements on sugar and rice, the Commission proposes that
stocks be administered and financed by an international body.
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8. The German, United Kingdom and Itallan and, to a certain extent, the
Danish delegation, expressed reservations with regard to the proposed
mechanisms,

The German, United Kingdom and Italian delegations sald they were, of course,
prepared to adhere to the procedure laid down in the overall approach, which
provided for the negotiation of a price mechanism (maximum and minimum
prices) accompanied by storage measures [see I/185/78 (COMER 42) page 20,
point 4], but objected to the overriding role accorded by the Commission to
stocking mechanisms both nationally and internationally.

The German and United Kingdom delegations wondered, in fact, whether in-
ternational agreements based predominantly on a price mechanism, enforced
where necessary by commercial measures (including export quotas, if necessary)
would not be a more appropriate method of stabilizing markets. Where such a
rrechanism was introduced stockpiling measures should only be envisaged as a
last resort. The disadvantage of the stockpiling mechanisms proposed by the
Commission as principal instruments of stabilization was that they would lead—
depending on the evolution of market prices in relation to prices fixed in the pro-
posed agreements—to frequent and almost automatic intervention on the part
of the bodies responsible for stockpiling and would thus make the system some-
what rigid. Moreover, this system would raise the problem of financing stocks and
tshe additional cost which this might involve for the Community and its Member

tates.

The Italian delegation considered that the stockpiling mechanisms proposed
by the Commission would not be sufficient toattain the objective the Commission
had set itself, which was to stabilize world markets by improving supplies. It
remarked that if the mechanisms proposed were not accompanied by very precise
conditions to ensure that producer countries, in a circamstance which remained
to be defined, observed certain disciplines regarding production, they might
result in the stockpiling policy having increased financial costs which would
have to be met by the industrialized countries and in particular the Community
and its Member States, without being able to offer genuine guarantees that
supplies on the world market could be stabilized. -

The Danish delegation .could accept a stockpiling policy based on concerted
administration of natlonal stocks, but expressed reservations about a policy
;vol(nlllch provided that stocks should be administered and financed by international

es8,

4. Generally speaking and in view of their position on the mechanisms proposed
by the Commission, the German, United Kingdom and Italian delegations thought
that at this stage of the negotiations it would be premature to define the mecha-
nisms of the agreements in detall. It would be enough in an initial directive, to
indicate the type of agreement envisaged and the essentlal prineiples involved,
since the Community would be stating its ideas in more detail at a later stage
of the negotiations depending on how they developed and the reactions of the
other partners. -

5. The other delegations and Commission on the other hand feit that Com-
modity agreements were an essential part of the Community’s proposals for the
negotiations on agriculture, The Community should therefore be in a position to
nplnrtoach these negotlations with clear and consistent ideas on this particular
point.

Regarding the objections to the proposed mechanisms {see 8 above], the Com-
mission representative, supported by other delegations, pointed out that past
exverience had shown [cf, agreement on cereals negotiated in the Kennedy
Round] that an agreement based solely on a price mechanism was not viable in
a period of acute imbalance between supply and demand on the international mar-
ket. Provision should therefore be made, if the commodity agreements were to be
made operational and effective, for a stockpiling mechanism linked to a price
mechanism, as the Commission proposed, Ornly measures for stockpiting and run-
ning down stocks which depended oh the evolution of world prices would be an
appropriate method of stabilizing world markets. The Commission representative
also noted that an approach which was designed to improve offers by limith
prodaction would not be in line with the provisions decided upon by the Counc:
when it adopted its overall approach [see Statement No. 4 written {nto the Coun.
¢l Minutes--1/185/78 (Comer'42) (Annex 11)1. ‘ ,‘ L

The Commission' representative thought that the cost to the community of the
stockpiling measures envisaged need not necessarily be higher than the cost of
current policies, account being taken of increases and decreases in the world
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prices recorded. Moreover, the system advocated by the Commission had the

.advantage that certain industrialized countries which had traditionally been

imaporters would share in the cost of financing the stockpliing policies envisaged.
Finally, it went without saying that during the negotiations themselves the Com-
munity would have to satisfy itself that the mechanism adopted was genulnely

in its interests and would not, in particular, burden it with unrequitable and

unreasonable financial costs.

With specific regard to the criteria proposed for the measures for stockpiling
and running down stocks (relation between target price and world prices), the
Commission representative stressed that it would be essential to lay down objec-
tive criteria in advance in order to serve as guidelines for the stockplling policy
practical difficulties were to be avolded when it came to implementing the policy.

11, AGREEMENTS ON ‘“S8UGAR” AND “RICE"—QUESTIONS CONNEOTED WITH
. TRADE DISCIPLINE

1. A special problem arises in connection with sugar and rice agreements, for
which the Commission proposes negotiating both a stockpiling policy to be ad-
ministered and financed by an international mechanism and rules of trade dis-
cipline in cases where prices fall very low, The Commission points out that the
situation relating to these products is characterized by the existence of a very
large number of exporting countries (87 in the case of sugar), of which there
were more developing countries more numerous than industrialized countries.

In these circumstances the Commission considers that, in order that the cost
of implementing a stockpiling policy for these two products can, 1£ necessary, be
kept within certain limits, provision should be made for imposing certain trade
disciplines on the producer countries, one of which might, for example, be the
introduction of export quotas.

2. This approach met with reservations from the French delegation, which
thought that a formula providing for the possibiiity of restricting exports would
be contrary to the Community’s previous policy on agriculture,

8. The other delegations, however, endorsed the Commisston's view, although
the German, United Kingdom, Danish and Italian delegations said that in their
opinion a price mechanism and export quotas should be sufiicient to stabilize the
market in these products.

III, PRODUCTS OTHER THAN THOSE COVERED BY INTERNATIONAL AGREEMENTS:
JOINT DISOIPLINES

1. The second fundamental problem which gave rise to differences of opinion
between the delegations concerns the scope and nature of the joint disciplines to
be negotiated in respect of agricultural products not covered by international
agreements.

The Commission is proposing for such products that joint disciplines be nego-
tiated which would coordinate the activities of both exporters and -importers.

2. In this connection, the French and Irish delegations pointed out that, in its
chapter on agriculture, the overall approach attaches much less importance to the
joint disciplines to be negotiated for the other products than it does to interna-
tional agreements, which constitute the major part of the Community approach

_ for the agricultural negotiations.

However, the Commission communication tends to attach very great importance
to these products and to the solutions to be sought for them in the general frame-
work of the chapter on agriculture—an importance which is equal to that at-
tached to the international agreements. The proposals made by the Commission,
and particularly paragraphs 2 and 8 of Section III (page 27 of the Annex) are
also worded in such a way that it might be feared that the negotiations con-
cerned not only export measures—as provided for under the overall approach—
but also import measures. Such an approach would be contrary to the basfc rule
that the principles and machinery of the common agricultural policy are not ne-
got{:ble. and could also prejudice the Community's autonomy in declding this
matter,

The other delegations and the Commissjon recalled that the products in ques-
tion represented a very high proportion of international trade and therefore felt
that it was necessary for the Community, in accordance with the overall approach,
to deflne operational guidelines for these products as well, and which would
enable effective negotiations to be initlated. They were tlierefore in favour of

H
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- adopting the Commissien proposals, and pointed out that it was absolutely essen-

tial in order to arrive at orderly operations on the world market to provide for

. coordination of the action of importing and exporting countries. These delega-
- tions also emphasized that the autonomy of the common agricultural policy was

entirely safeguarded in the Commission proposals, since paragraph 4 of the latter
merely provided for the possibility of adapting the management of the fmport
system so that it corresponded to the joint disciplines agreed upon.

1V. SPECIFIC NEGOTIATING BODY TO BE SET UP FOR AGRICULTURE
The French delegation considered that in view of the speclal nature of agri-

~ culture, a single body, excluding all others, should be Instructed within the frame-

work of the GATT Negotiations Committee to deal with all agricultural and food
products at all stages of processing, in accordance with the guidelines followed
by the Committee in the preparatory phase of the negotiations. It requested that

~ this guideline be included in the Community’s negotiating directives.

The Commission representative and the other delegations noted that the sub-
stance of the aforementioned guideline raised no difficulties within the Com-
munity. However, they felt that a provision concerning the purely tactical aspects
of the negotiations should not be included in the text of the directives.

C. SAFEQUARD CLAUSE

1. BELECTIVE APPLICATION

The German and Itallan delegations felt that the Commission proposals to
enable safeguard measures to be applied with some degree of selectivity would
prejudic: the principles of non-discrimination and therefore opposed this
approach.

The other delegations were in favour of the Commission proposals on this
matter (the French delegation with the proviso in footnote 1 on page 18 of the
Annex). Some of them emphasized that the possibility of selective application
should, in any event, be balanced by means of greater international surveillapce
and wondered whether a formula combining both these aspects might not con-
stitute a compromise solution acceptable to all the delegations.

I1. POSSIBLE LINK BETWEEN THE APPLICATION OF THE SAFEGUARD CLAUSE AND INTER-
NAL MEASURES FOR ADJUSTING S8TRUCTURES

1. Several delegatlons expressed reservations on the Commission's suggestion
that the existence of internal adjustment measures constituted an additional
criterion for releasing a country making use of the safeguard clause from its
obligation to provide compensation. These delegations felt that such a provision
could result in giving an international organization the right to supervise the
application of adjustment measures falling strictly within the internal policies
of the countries in question. They emphasized that such measures often ralsed
considerable political and social problems which, in view of their particularly
sensitive nature, did not lend themselves to international discussion.

They also stressed that safeguard measures were often required in order to
protect certain industries against abnormal competitive practices and that the
que;tlon of adjusting the structures of the importing countries did not arise in
such cases. »

2. The Commission and the other delegations, however, wished to retain the
proposed text, which they felt would offer some guarantee that the safeguard
measures would not be used as permanent protective instruments.

8. Several delegations pointed out in general that it should suffice for an initial
directive to adopt the general guideline contained in the first sentence of para-
graph 4 of the Commission communication (see Annex, page 14) provided the
Community clarified its views on this point in due course and the necessary
internal studies for this purpose were undertaken,

ANNEX

INTRODUCTION

With the adoption on 26 June 1978 ot. the Overall Approach for the GATT
Multilateral Trade Negotiations, the Council enabled the Community to approach
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the opening of these negotiatlions with a useful and coherent portfolio of general
policies and political guldelines. This document remains the basis of the Com-
munity standpoint. -

Thus prepared, the European Economic Community was able, following a meet-
ing of the Council in 'Lokyo on 13 September 1973, to give its full agreement to the
“Ministerinl Declaration” adopted by the GATT 'Ministerial Conference which
met in Tokyo to open the negotiations, :

The Community has already confirmed its will to continue contributing to the
harmonious development of world trade, especially with a view to improving the
economic position of the developing countries, and to this end to play a con-
structive part in the multilateral trade negotiations. In view of the far-reaching
changes which have taken place in the international economic situation since the
Tokyo Declaration, it will be‘easier to achieve the objective of liberalization and
subsequent expansion of trade if the multilateral trade negotintions take place in
a comprehensive framework of international activities designed to weather the
present world economic crisis.

From the internal standpoint these changas imply that production structures
will have to be re-organzled. The Community is of the opinion that the negotia-
tions should thus be conducted in such a way as to contribute to full employment
for its workers and to the promotion of its economic development, It will bear this
in mind throughout the negotiations, and when adopting the supplementary
directives.

The Council notes that the negotiations are now entering into their effective

-phase and considers that the time has come to draw up the directives,

Although they constitute a developmeut on an elaboration of the general poli-
cles in the Overall Approach, these directives cannot define in advance a detalled
litie of actlon for the Community to follow in the detailed aspects of the negotia-
tions. For obvious tactical reasons it would be inndvisable for the Community to
reveal its positions in detail until the generanl situation in the negotiations be-
comes clearer and its partners are ready to do likewlse, These directives must,
however, Le sufticient to permit the Community to embark on negotiations with
as clear an idea as possible of its objectives.

These directives will have to be defined more precisely at a later date as the
negotiations develop.

NEGOTIATIONS ON INDUSTRIAL CUSTOMS TARIFFS

1. The Community's Overall Approach says, In relation to industrial customs
dutles, that negotiations must lead to a significant lowering of duties by means
of reductions graduated according to existing duty rates, thus leading to & har-
monization of tariffs (in the priucipal countrles concerned). This task of har-
monization, according to the principle: “the higher the duty, the greater the
cut,” wilt result in a leveling of the differences between the maximum and
minimum rates in the various tariffs. The procedures for lowering customs tariffs
should be as simple and of as zeneral an application as possible,

2. The Common External Tariff is already the result of process of harmoniza-
tion and consequently is more homogeneous than the tariffs of other major
countries. Tariff reductions based on the criterin mentioned above would lead to o
closer alignment between the CCT and other major tariffs and particularly to a
reduction in the number of higher ratea of duty (rates over 20 occur in a sig-
nifieant number of cases in the U.S., Australian, Canadian and Japanese tariffs).

3. At the practical level the main question which arises is what type of general
formula for tariff reductions should be envizaged. Agreement on this point will
also determine the answers to the two following questions: what Is the effect of
a form of harmonization whereby greater cuts will be made in the higher rates of
duty than in the lower ones, and what Is the extent of the reduction to be achieved
in the course of tlie negotiations? :

4. All the various formulae must be generally applicable to all major countrles,
but the results in terms of average reductions will vary, depending on the tariff
profile in each case. In this context any problems of reciprocity which may arise
can be solved only during the negotlations. -

As regards the pattern of reduction, the objective should be a reduction of at

1 The French delegation would be prepared to accept this paragraph provided that a
satlstaetc;lry answer he found with regn?s to the second subparagraph of the following
paragraph.

52-451—75—0
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least. 50 for the highest rates of duty (for example uver 28)%. Moreover the
objective should be to limit maximum rates of duty in the future to about 20 for all
mejor parties to the negotiation. .

Since the BEC wishes these negotfations to lead to a downward harmonization
of tariffs, the rates of tariff reduction will vary from one produet to another
depending on the original rate. \Inder these circumstances it is difficult to express
the tariff cuts it would like to see applied as a mere average, since an average
can give only an inaccurate picture of the disparate situations. Since the Overall
Approach also speaks of a “significant lowering of duties”, the result of the
formula cho%en [should be between 25 and 50%. The exact figure acceptable to
the Community] * will depend on the formula.

5. So far as the Community is concerned, harmonization must be a major cle-
ment in the formula to be adopted. It must be borne in mind that the pattern of
Community duties and tmports i8 such that there are virtually no customs or
import duty rates above 20 and that for the Community therefore a “significant”
cut would in fact take the form of cuts in the lower-level duties,

In fact such reductions are also of direct commercial interest to the Com-
munity. While 219, of Community imports enter at rates of duty between 8 and
20, the proportion of imports in the 8 and 20 bracket 18 much higher in Japan
(42%) and Canada (30%) and quite substantial in the United States (17%).
In addition, the customs duties under our competitors’ tariffs are even more
highly concentrated in the 16 to 20 range than is the case with the OCT.

8. Pursuant to the Overall Approach, a threshold or floor should be set, below
which no reductions would be required. The basic reasoning in favour of this
position—that helow a certain level countries should be able to retain room for
maneuvre, in future negotiations—remains valid.

However, should such a course of actlon be justified on economic grounds,
as in the case of the aireraft sector, the Community and its partners might agree
to reduce or eliminate duties altogether.

7. [A reduction in duties might in suitable cases he made conditional on the
elimination or reasonable adjustment of any non-tariff barrier).*

8. Due account should be taken of the need for a reasonable amount of stmplifi-
cation in the tariffs of the main participating countries,

9. The Community does not rule out the possibility of a limited number of
exceptions, It will take a decision on the scope and the extent of any exceptions
which might prove necessary at a later stage In the negotiations, in the light of
the attitude of the other partners in the negotiations,

NON-TARIFF DBARRIERS

1. The Overall Approach containg a number of general principles in relatton te
negotiation on non-tariff barriers. These include:

(a) The impossibility of any universal solutions of a general character and the
need for a case hy case approach ;

(b) The need to select the types of measures which should be negotiated
in particular those which create the greatest obstacles to international trade;

{¢) Where multilateral solutions are possible, the need for these to be recog-
nized and adopted by as many countries as possible;

(d) The need in certain cases to confine the benefits of these solutions to those
countries that participate (i.e. conditional mfn treatment) ; and

(¢) The need for suitahle mechanisms for consultation and for settlement of
disputes.

Given the difficulties of ensuring that new obligations in this field are fully
carried out it will probably be essential to envisage also some mechanism for
applying sanctions, e.g. suspending the concessions granted in such cases.

2. In the case of States with a federal structure, the value of the concesstons
offered should be assessed according to how far they apply in practice,

3 The rates for customs duties given in this paragraph are merely to be taken as ex-
amples, they In no wax rrejudge the decision to be taken with r;gard to the formula.

$'Since the French delegation could not accept the concept of an average tariff reduc-
tlon, it requested that theze words be deleted. Most of the other delegations were able to
nccept the Commission proposal as a c?mpromise but stated that if unanimous agreement
eottn not bt; ﬁo;ched. they would be obliged to return to thelr original position (eee cover
note under. .

4Aﬁ ghe delegations agrecd with the 1dca contained in this para(‘xraph. However, only
the French delegation thought that this provision should de fncluded tn the actuat text of
the directives. Most of the other delegations thought it sufficient that it be mentioned in
the Council minutes.
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A considerable number of solutions would be needed to make up a significant
and well-balanced “package”, It would only be possible to apply them if they are
actually adopted by the main trading partners.

8. As reflected in the programme of work adopted by the TNO last Februar;
the major effort in the field of NTBs has so far been directed toward those
conditions under study-in the GATT and in the OECD, Since the issues selected
for these studies are themselves the result of a choice by the participant countries
of the matters of most Interest to them, these questions form .the nucleus of
negotiatious at this stage. This assumption has never excluded the possibility
that additional matters would need to be Qiscussed or that individual barriers
of particular interest to one or other participant could be negotlated within a
ﬂnal package of concessions.

. The Community will, at the approprinte time submit a list of the non-tariff
barrlers which it considers ought to take first place in the negotiations, having
regard to the direct effect they have on international trade.

3. At all events, particular attention should be given to establishing a dialogue
and consultation procedure making it possible to avoid or minimize the effects,
incldental but nonetheless serious, which nuational laws, despite their legitimate
objectives such as protection of the environment or of consumers, conld have
on international trade in the future.

8, Given that the following matters have already bLeen discussed during prep-
arations for the negotiations and that the Community has to adopt a position
on them, initial discussions should proceed on the following principles:

In the case of countervailing duties, all contracting parties, including the
United States (which invokes the Protocol of P’rovisional Apptication) should
apply such measures only where they are fully justified in terms of GAT'T rules
and consistent with Article VI (injury criterlion). To reach a satisfactory solun-
tion on countervailing duties, the Community is open to discusions on rules
which might be laid down for direct export subsidies for industrial products
other than basic materials.

As regards the systems of customs valuation and tariff nomenclature, it would
be in the Community’s interest to encourage alignment of individual practices
of certain countries with those already adopted by a majority of trading nattons.

The Community is prepared to negotiate greater access to government procure-
ment at international level on the basis of real reciprocity. This aim should not
delay the process of harmonization and simplification of internal procedures;
this means that internal solutions adopted should not however deprive the
Community of its means of negotiation.

As far as standards are concerned, the Community, while continuing to put
into effect its own programme of elimlnntlng internal barrlers, {8 willing to
cxamine with its trading partners, certain regulations having a significant effect
on mutual trade. This would not prevent the Community from undertaking, in
the framework of the negotiations, to subscribe to more systematic arrangements
in this matter, provided there Is real reciprocity.

The progressive liberalization of quantitative restrictions (an important issue
for certain countrles, particularly developing countries) will be examined in
the light of developments In discussions on the safeguard clause.

This list of problems is by no means exhaustive and in no way prejudices
the list of Community prlorities. Depending on the way in which negotlations
progress, the Community will, naturally, have to adopt a position on other non-
tariff barriers.

ExroRT RESTRICTIONS

. The potential dangers of u situation where export restrictions are not
under international surveillance are becoming increasingly widely appreciated.
This situation calls in any event fur co-operation effort on the part of the world
community to work out a warning system whereby sudden interruptions to nor-
mal trade flows can be avoided and necessary measures of changes set in haud.

2. The Community, for its {mrt, takes the view that these questions should
be Included in the muitilateral trade negotiations, with the special problems of
the developing countries also belng given attention. It secms necessary to achieve
greater openness and internationalt discipline, by means of respect for existing
rules and the adoption of adequate-procedures.

8. The Community should fusist on the view that GATY Article XI already
forblds quantitative restrictions on exports, except in certain clearly defined
situations, and should seek to establish a new notification and consultation
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procedure, At the very least, those countries with quantitative restrictions on
exports should be asked to jnstify them along the lines of the work done on
quantitative import restrictions in the Joint Working Group in GATT. The ques-
tion of quantitative restrictions on exports cannot, of course, he entlrely disso-
clated from the question of export taxes which in certain circumstances could
be used to achieve the same effect.

4. Furthermore, several approaches could be considered, if necessary in com-
bination with each other:

(a) To seek to work out a Code of Conduct in the field of export restrictions.’
This would probably be at the level of general priuciples.

(d) To negotiate, in appropriate cases, sectoral agreements including shared
responsibilities for supplier and consumer countries, in order to achlieve expan-
sion and stabllization of the market in the common interest,

8. Work already begun on raw materials questions as a result of the Copen-
hagen Summit will ultimately help to identify Interests to be defended by the
Communlity in this sphere and to adopt the further negotiating guidelines nee-
essary for that purpose.

_ The SAFEGUARD CLAUSE

1. In its overall approach to the muitilateral trade negotiations the Commu-
nity, while confirming its respect for the rules provided for in the General
Agreement on Tarlffs and Trade and considering that the present provisions of
Article XIX should be maintained as they stand, admits that the effective op-
eration of this clause has been shown to be difficult. At this stage the Commu-

.nity can adopt the following elements,

2. The first obvious cousideration concerns the present situation and the
exlstence, or rather the absence in practical terms of international rules and
the unsatisfactory way in which the clause is applied.

These shortcomings, particularly as regards market disruption criteria and
international supervision are in practice features which are unfavourable to
the Community. The interests of the Community both as lmporter and as ex-
porter have to be taken into account. »

3. A more meaningful and efficlent international system mmst have as its
counterpart, and this is the second consideration, a certain flexibility In the
operation of the safeguard mechanism. In fact, this concept has two different
agpectz: on the one hand, in parallel with the existing provisions of Article
XIX [it wonld mean that the selective appllication of =afeguard measures under
international surveillance would become possible, j.e. only the imports from the
country or countries directly responsible for the disruption or the threat of
disruption of the market would be affected].® On the other, it would mean that
the importing country which has recourse to a protectlve measure would he
released from having to offer compensation. With regard to these twao aspects,
but above all with regard to the second, it should be noted at this stage that a
relative flexibility in the operation of the safeguard clause should matertally
contribute towards the achievement of the Community’s own policlies of trade
liberallzation and the development of the Common Commercinl Polley. Exces-
slve recourse to safegnard measures should at all events he avoided.

4. The baslie reason d'étre for any attempt to improve the safeguard clause can
only be to promote n greater liberalization of international trade. [The adapta-
tion of structures of production to changes in demand and the optimum use of
resources, which are among others the essential features of the market economy.
must continue to he the mainstays of our economies.

Recourse to protective measures must thus serve, and this Is the tdea behind the
third consideration, only to facilitate change within this normal and continuons -
process nand not to halt or slow down the adjustments that are necessary. Thus,
the temporary and degresasive character of safeguard measures wounld be con-
firmed and reinforced.

In this context a country which wns able to show that it had taken internal
adjustment measures, elther at Government or at industry level. should in
consequence be released from its GATT obligations to provide compensation.

8 Certnin delegationr stresxxed the Importance of defining the objectives of snch a Cude
of Conduct as goon as possible.

¢The German and [tallan delegationg, which were agalnst the prineiple of selectivity,
rw}lu«;sat'd the deletion of the phrase In square brackets [see the introductory note pp. 11
an

The French delegation could agree to thir phrase only If the word “possibly’ were added
read “it would mean, possibly, that . . ™.
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In the Community’s case, the existence of instruments which permit a policy
of retralning of labour and restructuring of industries should mean that it would
be well placed in this respect.’ \

AGRICULTURE

INTRODUCTION
() General canteat

1. Agriculture will ptay an important role in the multilateral trade negotiations
since it accounts for 209 of world trade and constitutes an important element in
the balanced growth of the economies of industrialized and developing cownitries.

The importance of agriculture in the negotiations has increased as a result of
recent developments affecting production, consumption and trade.

2. 'I'he tension of two years ago on certain markets has spread since the end
of Spring 1978 to other agricultural products indispensible for human and animal
consumption, thus transforming a period of surplus and an approach to agri-
cultural problems which was characterized by inereasing competition hetween
expolxitors. into a period of scarcity marked by concern over the security of
supplies.

All this makes it readily apparent that the economics of agricuiture are by
nature subject to fluctuations of production which generate extreme situations on
world markets because of the small share of production which is marketed. The
present state of agricultural development (increased utilization of avatiable re-
sources, the rising cost of the means of production essential for the implementa-
tion of modern techniques, climatic changes) could in the future fntensify this
alternation between periols of scarcity and surplus.

These events, which also show the increased interdependence between coun-
tries as wall ag the interrelationship between agricultural products, underline
the necessity for improving the existing international framework for resolving
the tensions which arose at the beginning of the latest erisis and which have
been aggravated oy lack of co-ordinatlon between the policles followed by
governments,

2a. ['The above remarks iltustrate the specific nature of the agricultural sector,
which is referred to in the Tokyo Declaration. In practical terms, this specifie
nature of agriculture means that within the negotinting structures there can onily
be one body, to the exclusion of all others, to deal with the whole range of agri-
cultural and food products at every stage of processing (Chapters 1 to 24 of the
CCT). Only in this framework Is the Community prepared to negotiate on the
various points relevant to trade in agricultural products, whether tariffs are
involved or not.}?

(&) Objectives pursucd by the Community

3. The objective of the mulillateral trade negotiations in the agricultural sec-
tor—which. for the Commission, to achieve an expansion of trade on stable
world markets, tn accordance with existing agricultural policles—could be more
casily renlized if measures were taken to avold grave crises resulting from the
precartous balance of world food supplies. -

From the point of view of the Community, the means of achleving such action
are:

Constructive participation in the various bodics and mechanisms which the
World Food Conference (Romne, 18-20 November 1074) has just decided to set
up for the purpose of maintaining market checks and operating an early warning
system in the food and agriculture sectors:

I'he introduction of stabilizing mechanisms through international agreements
on essential food products; and

Other measures, in particular the laying down of jolut rules.

* Bearing tn mind thelr positions on the problem of ad{uslments [see the introductory
note pp. bfl and 12] several delegations could ngree only to the first sentence of the
aragrapb.

P Tl’fo l-vrcneh delegatlon took the view that the last two subparagraphs proposed by the
Commisston should be deleted, but could agree to the first subparagraph and also to the
second, provided that it were phrased as follows :

“Recoursa to protective measures is obviously justified in the event of abnormal com-
petition. It mus{, also serve to facilitate change in this normal, continuous ?rog:ess while
nat precluding the necessary adjustments. Thus, the temporary and degressive ‘nature of
safe'funrd measures wonld he confirmed and nmugtheneﬁ." :

t Text proposed hy the French delegation (see introductory note page 11).
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SECTION L. —COMMUNITY DPPARTICIPATION IN THE SYSTEM OF SURVEILLANCE OF
MARKETS AND IN THE ESCHANGE OF INFORMATION ON POLICIES PURSUED

1. The 1972-1974 crisis threw into sudden and sharp rellef the imbalances
which may at any moment occur in the food and agricultural sector. The unex-
pected and serious nature of this crisis has shown, however, thut under present
conditions of international co-operation, Governments do not always have avail-
able the information necessary for them to be able to form a clear idea of the
situation and probable trends on the market on which they might base their
domestic poliey. !

2, The World kood Conference, which was-held in Rome in November 1974,
recognized the need to strengthen the existing ways and means of providing fuller
kuowledge of the market situntion for the purpose of lmproving co-ordination
of the policies pursued. ’

Accordingly, it recommended- the establighment of :

(i) .\ World Food Council which would, among other things, “review periodi-
cally the major problems and political issues affecting the world food situation,
together with such mensures as have been proposed or taken with a view to
settling those problems-angd issues, either by:the national governments or by the
Unlted Nations ana its reglonal organizations, and recommend remedial action
as appropriate ., . ."”,

(I A Committee on World Food Security which would have particular re-
sponsibility for “keeping current and prospective demand and the supply and stock
position for basic foodstuffs under continuous review, as part of the poliey of
elnsurin'g the availability of supplies, and for duly disseminating new informa.
tiom...", , _

(1D A world early warning and information system on food and agrlculture
with responsibility for compiling and analysing in detall information relevant to
the situation on the market in the major food products.

3. The Community considers that it should aim to ensure that the parties tn
the negotiations give an undertaking that they will give their full support to the
bodies and mechanisms which the World Food Conference recommended should
e established, especially by providing all such information as may usefully
contribute to the fullest possible understanding of the world agricultural markets
and of the way theyr develop. . . .

4. All these provisions shoyld make it possible for the causes underlying the
most eritical sitnations to be reduced, thereby helping to forestall or to overcome
such difficulties as may arise, and for & balance on the world markets and thefr
xmooth operation as well as an expansion of trade to be achleved by joint effort.

SECTION II.—INTERNATIONAL COMMODITY AQGREEMENTS
A. AIM, BCOPE AND RULES OF PARTICIPATION

1. International commodity agreements should constitute & framework for
multilateral co-operation in the development of trade on stable world markets.
The purpose of these agreements would be to: —

Achieve price stabilization, and ensure the continuity of supplies to importers
and of outlets for exporters.

Moreover, such agreements might facllitate the implementation of food uid
programns,

2, Such agreements could cover essentfal food produets. The Community will
prapose and negotiate agreements on the following products:

Wheat ; maize, sorghum and barley; rice; sugar; powdered milk, butter and
bhutter fats (butteroil and ghee).!* . :

8.'In order to he completely effective such agreements shonld invelve the
major producing and consuming countries. Participation in the negotiation of
the agreements should be open, in a manner to be determined, to countries which
are not parties to the GATT trade negotiations by the use when necessary of
the ndministrative organs of existing commodity agreements.

t As rexards certain chcese’

“The Councll requests the Commission to submit to it a document on the possibility
of concluding internationnl agreements on certain types of cheese.” i

* With regard to oleaginous products, the Council confirms the valldity of the statement
in the minutes of 1tx meeting on 25 and 26 June 1973, which reads as followe :

“Phe Councl]l agrees that the Commissinn will alse-examine the possibility of reaching
International agreements In certnin oleaginous proiuets.” o : -



A

£

35

© B BASIO PROVISIONS. T

4. The basic provisions of each agreement should depend on the situation on
the market of each of the respective products and that of the parties concerned.

5. Three types of agreement should therefore be proposed : v

A price agreement (minimum and maximum), accompanied- by preferential
purchase and sales obligations between participating countries, would be ajiplt-
cable for milk products; . .

Agreement based on the introduction of -a stockpiling policy by concerting
national and stockpiling pollcies, coupled with provisions on prices; this type
of agreement would be adopted for each cereal ; and. .

[Agreement based on a stockpiling policy admintstered by an international
body [including provisions for supply adjustments]), and coupled with provisions
on prices; such an agreement would be proposed for sugar and rice.] *

6. In appropriate cases, such agreements might inciude provisions on food
aid, the nature and extent of which would be determined in accordance with
general development aid policy.

C. MEOCHANISMSB

(a) Agreement to reapect prices (milk products)

7. For those products in respect of which stockpiling is not the normal tnstru-
ment of commercial management, a8 system of minimum and maximum prices
would be established with the obligation to respect these prices under the
conditions defined below.

Experience has shown that such a mechanism is appropriate in the specinl
lcins? e?it milk products where the mumber of suppliers te the world market is

mited. . ' -

8. Exporters would undertake not to sell below the minimum price level and
fmporting countries would be obliged to obtain supplies onty from exporters
who were parties to the Agreement, o

At the maximum price level, exporting countries would undertake to give
priority to stipplying importer-members of the Agreement at that level.

(b) Agrcement to¥o-ordinate national stockpiling policics (ccrcals)

0. For those products in respect of which stockpiling should be a normal
instrument of commercial management and for which the number of exporting
countries is limited, market stabilization should be sought by the establishment
of an internationnl stockplling policy which would result from the co-ordination
of national stockpiling policies, supplemented by a safeguard provision consisting
of obligations relating to extreme priee stituations,

10. 'This stockpiling policy should be implemented in such a way ax to main-
tain prices on the world market [in the nelighbourheod of a target price] [within
a price bracket] ¢ fixed for a given period and subject to review in the light of
long-term market trends, Stocking and de-stocking operations would take place
when prices on the world market were at a glven percentage [below or above
the target price] [of the minimum or the maximum price}.!

11, In the present situation and in all cases where stocks were not sufficient,
the advanced exporting and importing countries would stockpile as =roon as the--
price situation allowed.

The total amount of stocks, their allocation and the methods of thefr formation
would be determined jointly. ‘

12. Once stocks are constituted ;*

If market prices [were higher than the target pricer] [approached the imnaxl-
mum price] ¢ by a percentage lald down in the Agreement, member countries
shounld take joint action to place quantities held in stock on the market;

If market prices [were lower than the target price] [approached the maxi-
mum price} * by a percentage laid down in the Agreement, the developed coun-
tries would undertake to stockpile additional quantities determined jointly and

3The wording of these pafAgraphs depends on the solutlons found for the problems
0'4‘ sl?tfkp}l“n mecg'an’:sms - lnt:ggngtor h‘;"‘&,ﬁ,‘,ﬁf&&? Z:’.h would be ngceptnble tn g
e first wording war .propo v »
delegations. The second wag srt’:nested.by the German, Belglan, Unlted" Kingdom aud
ench delegationa L
8 Reservation by the German, United Kingdom and Itallan delegat\onn in view of thelr
position on the problem of stockpiling (xee introductory note, pp. 4 to 7).
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allocated among members in an equitable * manner according to the criteria set

13. It market prices fell to the fixed minimum, the importing countries would
be obliged to obtain their supplies from exporting member countries, wbich in
turn would be obliged to respect this minimum price and refrain from selling
their products on more favourable terms to non-member countries,

In this situation, additional stockpiling obligations would be assumed by the
exporting countries according to their respeetive responsibility for the circum-
stances which had crented this situation.

H. If market prices reached or exceeded the level of the maximum price, ex-
porting countries would undertake to give priority to supplying importing conn-
trles which were party to the Agreement with the quantities traditionally
imported by them at the maximum price level.

(¢) [Agreement on a stockpiling policy administered by an international dody

(3ugar and rice)]’?

13. For products in respect of which stockpiling should be a normal instrument
of commercial management and which are exported by a large number of de-
veloping countries, price stabilization would be sought by a stockplling poliey
administered by an international body and involving obligations applicable in
the event of extreme price situations.

14. An international stockpiling body would be set up with responsibility for
buying and selling on the world market in accordance with the rules of the
Agrecement. These rules would define the principles and procedures governing its
intervention, the aim of which would be to malntain world market prices hetween
a minimum and maximum level. The maximum amount which the body could
stockpile would be fixed,

17. The difference between the minimum and maximum price levels should
be large enough to permit the market to operate with sufficient flexibility. The
prices would be fixed for a given length of thne and would be subject to review
in the light of long-term mavket trends.

18 The resourcés to be made avallable to this body to enable it to carry out
its stockplling operations ® should only cover interest charges on the cost of such
operations and possible losses incurred In resale operations. Each developed
country wounld contribute to these resources according to a percentage lald down
in the Agreement, possibly adjusted to allow for the sitnation of the least ad-
vanced of the developing countries.

10. A8 regards sugar:

If market prices fell to the fixed mintmum ;

The importing countries would be obliged to obtain their supplies from ex-
porting member countries, which in turn would be obliged to respect this mini.
mum price and refrain from selling on mare favourable terms to non-member
countrles:

{ Exports would be suhject to rules of trade discipline; for example, measures
could be taken to restriet exports when prices on the world market fell to the
fixed minfmum level.]®

“If market prices reached or exceeded the level of the maximum price, exporting
countries wonld undertake to give priority for supplying Importing countrles
which were party to the Agreement with the quantities traditlonally imported
by them at the maximum price level.

In a maximum price situntion, the Tnternational Sugar Agreement would
likewise provide for tmporter developing conntries to obtain suppllies at favour-
able prices.

20, [As regards rice: -

A -mintmum price would be fixed in the Agreement helow which transactions
conld not he eoffected :

Tn a maximum price situntion, the International Rice Agreement wonld lke-
wise provide for importer develaping countries to obtain supplles at siitahle

prices.]

“The word “eqguitable” must be taken as meaning that, for the purpores of nllocation,
hoth the quantities produced and production costa will be taken into aceount.

ont In the Agreement,

? Rogervation hy the German. United Kingdom. Danish and Italian delegations on the
whole of section “o0” in view of thelr position on the problems of stockpliling (see intro-
duetory note, pages 4 to 7). .

t Addition proposed by the U'nited Kingdam delegation,

? Reservation by the French delegation (see introductory note, Pp. 7 to R,

10 Orlginal Commission text on which =everal delegations wanted time to reflect.
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D. FUNCTIONING OF THE AGBEEHENTS

21. The tunct.ionins of the mechanisms described above implies that a body
responsible for continuous survefllance of the market situation should be set
up under each Agreement to work, where necessary, with international

organisations.

Swrxon II1.—TREATMENT OF -AGRIOULTURAL PRoODUOTS OTHER Tn.m THOSE

o SUBJECT T0 INTERNATIONAL COMMODITY AGREEMENTS

1. The multiplicity of the products concerned, the diversity of trade arrange-
ments to which they are subject and their varying importance are such as to
require a differentiated approach, taking account of the situation and character-
istics of each product or group of products.

A. RULES FOR JOINT DISCIPLINE BETWEER IMPORTERB AND EXPORTERS
‘ . FOR CEBTAIN PRODUCTS

2. For products for which there is a large world market but the nature of
which makes it difficult or unnecessary to conclude international agreements, the
expansion of trade ought to result from importers and exporters co-ordinating
thelr actions in such a way that operations on the world market are carried out
in an orderly manner.

8. These actions would be conducted on the basis of the following principles
which would be negotiated :

(1) In the conduét of its export policy, each country would act in such a way
that its exports would flow in as orderly a manner as possible, as regards both
trade and price policies;

(i1) In the conduct of its import policy, each country would act in such a way
t?:t its imports would be effected in conditions which were as orderly &8 pos-
sible; and
: (lit) In the conduct of these policles speclal procedures might be 1aid down to
assist developing countries.

4, Consequently, an undertaking entered into by one or more exporters to sell
in conditions compatible with a satisfactory development of the internal market
of the importing country would be met by a corresponding adaptation in the im-
porting country to the management of its import system.

B. To facilitate these measures of joint discipline, the importing and exporting
countries concerned should, where necessary, conduct a joint examination of the
market situation of the product concerned and its prospects.®

-B, umumo RULES FOR PRODUCTS OBTAINED FROM THE PROCESSING OF PRODUCTS

SUBJEOT TO AGREEMENTS OR JOINT ARRANGEMENTS

8. As regards other agricultural products, the manufacture of which involves
products covered by international agreements or joint rules, special provisions,
resulting themselves from the provisions adopted in respect of primary produets,
could be 1aid down for the management of their import and export arrangements.

For the Community, this suggestion could, for example, cover both animal
products derived from cereals and products of the food industry and could apply
to that part of the import arrangements directly based on the relationship
between derived products and primary products.

7. Moreover, the import arrangements to which these products are subject also
involve an element corresponding to the protection of the processing activity and
a list of concessions could be proposed in respect of this element. The conces-
sions would be made under certain conditions, taking into account in particular
the need to ensure an outlet for the Community raw material used in the manu-
facture of these products.

8. These measurgs could include general or particular provisions to promote
d:geloplng countries’ exports, e.g., by improving the generalized preference
scheme.

u Reservation by the French and Irish delegations on account of thelr general position
with regard to joint arrangements. See pages 8 to 10 of the introductory note.

—_——
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9. A list of concesslons offered on customs duties could be envisaged for products

protected by tariffs.
¢. OTHER PRODUCTS

This list of offers, which would be drawn up during the negotiations, should
take account both of the pattern of Community trade, and in particular the
preferential arrangements which it has established with some countries, and of
the need to grant preferential import terms to products from developing countries.

10. In the case of & number of products referred to in the three paragraphs
above, the Community will submit a list of requests for concessions relating to
the import measures applied by third countries.

SeoTION IV,.—TREATMENT OF anz;m. CoMMERCIAL MEABURES
*'1, As far as those measures are concerned which affect agricultural products

* generally—that is, measures such as health and plant health regulations, regula-

tions on packaging and labelling, quality standards or countervailing duties—the
negotiations should take account of the particular characteristics of trade in
agricultural products,

2. The present state ot iegislation applied by the Parties to the negotiations ir
respect of the first three categories of measures mentioned above, namely health
and plant health regulations, packaging and labelling regulations and quality
standards for agricultural products, is such that it 18 doubtful whether the aim
of ma)l;lilng them subject to the provisions of the draft standards Code is a practical
possibility. /

However, in order to resolve the most acute problems which the existence or
the application of such laws could give rise to in trade, consultations (bilateral
or multilateral) should take place during the negotiations and an undertaking
should be entered into by all parties to the negotiations committing them to
consultations at a later date—even if such laws comply wih Article XX of the
General Agreement.

8. As far as the problem of countervailing dutles Is concerned, special arrange-
ments must be made for agriculture.

EAsT EUROPEAN COUNTRIES TAKING PART IN THE MULTILATERAL
TRADE NEGOTIATIONS

1. In its overall approach to the multilateral trade negotiations, the Com-
munity indicated its desire to continue “its policy of developing its trade with
all countries”. It stated that ‘“appropriate solutions should. be sought -for this
purpose, based on the concept of reciprocity”.

Furthermore, the EEC has recently defined, in the form of an outline agree-
ment, the elements which could serve as a basls for bilateral trade negotiations
between the EEC and each of the “State-trading countries” concerned, so as to
achieve “harmonious development and a satisfactory diversification of its ex-
ports”, on the basis of “equal advantages and obligations” for both partners.

1a. The East European countries which are members of GATT (Czechoslovakia,
Poland, Hungary and Rumania), or nonmembers (Bulgaria), have already
clearly indicated thelr intention of participating in the GATT multilateral trade
negotiations. The Community is prepared to take part in negotiations with these
countries with a view to expanding its trade with them,

2. With this in nind, account should be taken of individual aspects of the
common commercial policy towards these countries, of the special nature of
thefr economies and their particular methods of economic management and com-
mercial policy. Accordingly, without calling into question their status as Con-
tracting 1'artles to the General Agreement, it will be necessary to continue
to take as a basis the protocols of accession signed by these countries, taking ac-
count, for example, of the partial nature of the customs tariffs of these countries,
where such exist,'” and of the need for special measures for¢he safeguard clauses.

8. Basing itself on these considerations, the Community should aim, not so
much at seeking similar concessions from the East European countries, but

‘3 The'Italian delegation entered a general reservation on paragraphs 9 and 10, on the
grounds that they proposed different treatment for products subject to eustoms duties from
that contemplated for products subject to levies.

13This s at present the care of Hungary and Rumania, and Poland has announced its
-intentlon of introducing tariffs shortly.
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rather at obtaining concrete and realistic results, bearing in mind the different
values of the various instruments of commercial policy employed in different
eecmbli on:!c systems, in such a way as to ensure a balance of mutusi advantage and
-obligation,

With this in view, the Community’'s objectives should be as follows:

‘Harmonious expansion of trade between the Community and these countries
by seeking reciprocal concessions, diversificd according to the particular
<characteristics of each market;

Ratlonalization of conditions of sale, particularly with regard to export prices!

Better economijc and trade statistics as regard these countries;

Greater facilities for trade openings on partners’ markets;

Meaintenance of present protective instruments in the interest of the
Community’s trade.

DeveLorING COUNTRIES -

1. The Overall Approach already contalns a set of detailed guidelines to
which the Community remains fully committed. It is determined in particular,
without detriment to the advantages enjoyed by those countries with which it has
special relations, to respond even more than in the past to the expectations of
the developing countries as a whole, taking into consideration the considerable
differences obtaining between the present and potential levels of development
-of those countries,

2. It will, however, be difficult to be more precise as to specific ines of action
until actual negotiations have begun in the various sectors concerned. It is
evident that the Community will endeavour to take account to the fullest extent
possible of the interests and -problems of th& developing countries—and in
particular of the least developed—in all sectors of the negotiations.

3. As regards tariffs, the ailm of the first stage of the negotiations must be to
devise a system of tariff reduction which would lead to harmonization of the
tariffs of the main countriex. Once such a system is accepted by all the
participating countries, consideration will have to be given—depending on the
oxtent of the resultant reduction—to specitic measures for products of interest
to the developing countries. These measures could relate to the amount of the
reduction or to the cutting of tariffs (staggered over longer or shorter periods),
or to the exclusion from the general formula for tariff reduction of a limited num-
ber of products exported principally by the developing conuntries and covered by
the gencralized preference scheme,

4. In the cage of non-tariff barriers, the negotiations will very likely be di-
rected in the first place towards finding multilaterial solutions to problems of
general concern. Once general and multilateral solutions have been found, it
will be necessary to seek, wherever appropriate, specific arrangements to take
account of the interests and problems of the developing countries. These ar-
rangements could apply to the implementation of certain mechanisms rather
than to the general principles. However, as far as non-tarift barriers are con-
cerned, the developing countries could make a coutribution, not only by
participating in multilateral arrangements, but also by trying, during the
xfmgotlﬁtt:ons, to simplify some of their import and export procedures or

ormalities.

8. The Community will see to it that, when International agreements on the
major agricultural products are being negotiated (see chapter on agriculture),
account {8 taken of the interests and need of the developing countries, either:

By provisions covering food aid ;

Or by the direct beneficlal effects of stabilizing and expanding markets.

As far as the modus operand! of the international agreements is concerned,
account should likewise be taken of the interests of the developing countries,
and in particular of the least developed among them. Furthermore, when
negotiating the joint arrangements and in the negotiations on other products,
the-!tcrllw should bear'in mind the need to promote exports from the developing
countries. : ) :

6. As regards troplcal products which, according to the Tokyo Declaration,
constitute “a speclal and priority sector” the EEC will, at the appropriate time,
define its position iIn the light of the outcome of the negotlations conducted with
the African, Caribbean and Pacific countries. The Community naturally main-
talns its support for the renewal or\conclusl'on in' appropriate cases of inter-

o be o

14 It was agreed that this wording could be looke;l th a h; in the light of the t 1
used by the Escn 8 ga ['4 e terminology
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national agreements on tropical products, with the aim of increasing export

earnings from such products. .

. T. As far as mdusWaterlals are concerned, the developing countries
share with the industrTalized countries responsibility for stable and orderly
supplies, in the interests of a harmonious expansion of the world economy. The
concern of developing countries to strengthen their processing industries could
be met in the context of multilateral arrangements, taking into account the need
for any transitional measures, and by means of a co-opcrative effort.

8. The Community is obviously stiil anxious progressively to improve its gen-
eralized preference scheme as regards both the products covered (in particular
processed agricultural products) and the management procedures.

Senator Dore. The directive indicates that there be specific negotiat-
in§ bodies set up for agriculture, and I quote, says the French
delegation:

Considering that in view of the special nature of agriculture, a single body
excluding all others should be included within the framework of the GATT
negotiations committee to deal with all agricultural and food products, and all
stated processing, in accordance with the guidelines followed by the Committee
in the preparatory phases of negotlation,

- We have the Trade Reform Act in section 103 which deals with the
overall negotiating objective, which also includes the statement:

To the maximum extent feasible, the harmonization, reduction, or elimination
of agricultural trade barriers, a distortion, shall be undertaken in conjunction
with the harmonization, reduction, or elimination of industrial trade barriers and
distortions.

I think to express a concern that has been expressed by most of us
who represent rural America and rural arcas—and I guess every
Senator represents some—we are concerned that agriculture not be put
on the back burner and perhaps not even on the stove. There has been
that fear among those of us interested in agriculture, and farm groups
and very responsible leaders in this country.

So if they set up some separate organization I guess my question is
how does the trade representative have any real impact ¢

Secretary DenT. Senator, the way the operation was organized in
the early February meeting, there was an agricultural committee
established, but there was also authority granted for agricultural
matters to be brought up in other segments of the discussions. I think
that this is the direction in which they are going.

I share your concern about agriculture, recognizing that $22 billion
of our $98 billion of exports last year came from agriculture, and it is
one of our strongest suits in dealing internationally, in fact, perhaps
our strongest suit, as people around the world are more concerned
about their food supplies than ever before.

Senator DorLe. I do appreciate your background and your informa-
tion concerning agriculture generally. We understand it is a two-way
street. I think most American farmers understand that. In order to
export $22 billion, you would have to import some farm commodities.
You cannot have it both ways in agriculture any more than any other
segment of the economy, but we are also very apprehensive about
export restrictions, We have just gone through what I_think is a
disastrous move by the executive branch last October, imposing prior
approval conditions on the sale of wheat and corn and soybeans, the
result being we lost millions of dollars in sales, and the ultimate result
was that farm prices dropped about 30 percent. ‘
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* 'The report last week was that the prior approval section was re-
moved. We still have to monitor the sales, which I do not object to,

So I would only hope that you would not be suggesting any more
export restrictions which do not appear to be in the interest of Ameri-
can agriculture or the American consumer. N

Secretary DENT. Senator, might I observe that our first venture in
July of 1978—June of 1978—into export controls was largely stimu-
lated by the prevailing attitude that wage and price controls could
solve our problems. If it had not been for that depressing umbrella
that did more damage to our national economy than anything I know,
I do not think we would have embarked on export controls of soy-
beans. as you recall at that time. . :

Senator Dore. That is a matter of great concern. I say it in a

»arochial way because I represent the State of Kansas, but I think it
does affect the Aimerican consumer. We are concerned in the Farm
Belt with imports of milk or cheese or meat imports as well. We get
rumors now that there may be some new voluntary meat agreement
underway that might cause meat imports to go even higher. We are
not certain of that. I want to emphasize the interest of a great many
Senators and Members of Congress and others in this country that
agriculture is very important, and we do not want to destroy it.

The average age of the Kansas farmer, for example, is 55. Now,
that is not. very old when the two of us look at that.

Secretary DenT. I agree with that.

Senator Dore. But it may be for agriculture. The point being we do
not have the young farmers coming on. We are down to § percent of the
f)opulation now engaged in agriculture, and it could go even lower. M.
10pe is that there will be—and knowing your background I am confi-
dent there will be—political independence from any White House
efforts to dictate policy.

I certainly understand the President’s direct.interest, as does the
Congress, but I also feel that in selecting you for this role, he under-
stands that it will be an independent operation. -

Secretary Dent, Thank you, Senator. -

Senator DoLe. Thank you, Mr. Chairman.

The Cra1rMAN. Senator Haskell ¢

Senator Haskern, Thank you, Mr. Chairman.

Mr. Dent, I just have one question, - :

I understand a couple of weeks ago the Non-Tariff Barriers Com-
mittee of the GATT met in Geneva and divided into four working
groups and assigned certain areas to each working group. \

Now, some people have said—and I do not quite know the basis of

“their statements—that the struc’ure of the four groups works to the

disadvantage of the United State. T am not quite sure how they say it
is done, but I wondered at first, hau that suggestion come to your at-
tention that the structure was to the disadvantage of the United States,
and if it had, what your comments on the situation are.
Secretary Den. I had not heard of criticism of the structure, Sen-
ator, to be honest. N
Senator HaskeLL. I would like to just submit for the record a tele-
ram the State Department gave us, It is unclassified and, perhaps, Mr.
ecretary, you might inquire into the matter and let us know for the
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record whether the rumor is founded, whether it has got aq{ validity
to it, and if 80, if there is anything that should be done about i

Secretary DeNT. I certainly will.

Senator Haskewrs, I appreciate it very much,

Thank you, Mr. Chairman.

[The telegram and Secretary Dent’s response follows:]

[TELEGRAM)
DEPARTMENT OF STATE

Unclassified 5027

Page 01 Mtn GE 01619 1018342
62
Action E8-07

Info_Oct-01 IO-10 ISO-00 FEA-01 AGR-10 CEA-01 CIAE-00 COME-00
DODE-00 FRB-01 H-02 INR-07 INT-05 L-02 LAB-34 NSAB-00
NSC-05 PA-02 AID-05 CIEP-02 S8-16 SIR-04 TAR-01 TRSE-00
USIA-15 PRS-01 S8SP-02 OMB-01 OIC-02 AF-06 ARA-10 EA-10
EUR-12 NEA-09 /153 WV 110168

R 101739Z Mar 75

FM USDel Mtn Geneva

To SecState WashDC 012

Unclas Mtn Geneva 1619 -

Pass str for Kelly

FO 11652: N/A

Tags: Etrd GATT

Subj: Mtn: No tariff measures group

Text of GATT restricted document Mtn/Ntm/1 of 10 Mar 1975 follows:

RECORD OF DECISIONS TAKEN ON 4-7 MARCH 1875
NOTE BY THE ACTING CHAIRMARN

1. The group met from 4-7 March 1975 and took the following decisions. It
invited the Secretary-General of UNOTAD or his representative to attend this
session of the group as an observer.

iSeil':iae%on of non-tariff measures on which negotiations should be commenced
nitially.

2. The group agreed that negotiations should be commenced initially on the fol-
lowing topics, it Leing understood that other measures might be added (see -
para 6 below) and that no measure was from the negotintions:

First grouping

(A) Quantitative restrictions (including import prohlbitions and so-called vol-
untary export restraints) ;
(B) Import licensing procedures,
‘Within this grouping, work would commence first on item (A).
Second grouping
(A) Subsidies;
(B) Countervailing duties,
The way that the items in this grouping would be dealt with would be decided
in the actual negotiations on them,

Third grouping

(A) Standards; -

(B) Packaging and labelling;

(C) Marks of origin.
Within this grouping, work would commence first on item (A). Rules should be
drawn up in the area of standards. The application of these rules to health and
sanitary regulations concerning agriculture and tropical products should be
examined by groups “Agriculture” and “Troplcal Products”. In order to accom-
modate the practical problem of adequate representation of all interested delega-
tions, the question of timing of the raeetings on these subjects would be borne in
mind.
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Fourth grouping
A stoms valuation;
B) Import documentation—including consular formalitles;

(C) Customs nomenclature ;

(D) Customs procedures.
Within this grouping, work would commence on item (A).
8. In response to a question from the floor concerning the relation between work
on industrial and agricultural -products, acting chairman recalled that in his
summing-up the chairman of the trade negotiations committee at its meeting in
February 1976 had stated: “The agriculture group will of course be competent
for the whole range of agricultural products and for all the elements relevant
to trade in these products,
To arrive at our common objective, the harmonious and balanced development
of all the elements subject to negotiation, it 18 necessary to underline that if in
other groups questions which are likely to concern agriculture are taken u
the agriculture group shall concern itself with the matter as regards the agri-
cultural aspects.” (Mtn/W/10, paragraph 4.)
Establishment of sub-groups
4. The group agreed to establish four sub-groups each dealing with a grouping
on which negotiations are to be commenced initially.

Election of chairmen of the group and the sub-groups

8. The group noted that consultations were continuing on this matter.

It agreed that the secretariat should reconvene the group when after consuilta-
tion, it was considered that the matter could be dealt with, hopefully within
a few days.

Establishment of procedure for inclusion in the negotiations.

Non-tariff measures not contained in the initial list

6. The group agreed that frem time to time it will consider the feasibility of
taking up additional items, that it is open to any participant to propose addi-
tional items, and that after the August recess, the group will meet to constder the
establishment of & second .list of non-tariff measures in the same way as it
establishes the first list.

7. The group agreed that the secretariat should prepare a background note which
would gather together the available and relevant material on government
procurement, -

Bstablishment of procedures for negotiations on non-tariff measures not dealt
with multllaterally

8. The group had an exchange of views of this item. The group agreed that the
secretariat prepare a paper setting out the points made and the procedures used
in previous item-by-item GATT negotiations and agreed to revert to the matter
at its next meeting with a view to reaching some conclusions.

Establishment of a calendar of meetings

9. The group agreed to the following programs of meetings:

21 April-2 May—"Quantitative Restrictions”

8 May-18 May—*‘‘Technical Barriers to Trade"

19 May-80 May—*Customs Matters"

2 June-13 June—*Subsidies and Countervailing Duties” -
23-27 June—Group “Non-Tariff Measures” to review the work and draw up a
report to the trade negotiations committee,

10. It was agreed that the group should be callable on short notice as required.
11. The group agreed that the secretariat should distribute background papers
relating to each of the four groupings in advance of the meetings.

. RESPONSE OF BECRETARY DENT

The Nontariff Measures Group of the Trade Negotiations Committee met
March 8-7 to determine the initial program for NTB negotiations. In the view
of the U.8. negotiators, this was a highly successful meeting that resuited in a
substantial basis for uctive NTB negotiations.

Two of the U.8, NTB priorities, subsidies and product standards are included

-{n the initial program and preliminary negotiations will commence this spring.
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We are satisfied for the time being that overnment procurement should con
to be discussed in the OECD. & g proct d continue

In the subsidy negotiating subgroup, the U.S. was successful in having all sub-
sidies included rather than just export subsidies, as proposed by several other
major delegations. This subgroup will, of course, address U.S. countervailing
duty practices. However, it should be possible for the United States to modity
these practices if we are successful in negotiating adequate rules for subsidies.

the stan subgroup, we were not able to exclude consideration of marks
g:r({;lglant, but did secure agreement that this 1ssue would not be discussed at an
e,

The subgroup on quantitative restrictions ( including import prohibitions and
so-called voluntary export restraints) and import licensing procedures, was pro-
posed by several of our negotiating partners. The U.S. has few practices that will
be brought up in this subgroup. The work here is largely directly against the
NTBs of other countries. Successful negotiations in this subgroup, however,
should be beneficlal to the United States, and we should be able to obtain these
benefits with a minimum of reciprocity.

In the subgroup on customs matters, there will likely be an effort directed at
U.8. practices in customs valuation, procedures and nomenclature. This was
ex?ected by the U.S. delegation because these practices are considered a prime
objective by many of our negotiating partners; this fact, however, should give us
a certain amount of leverage in the NTB negotiations. In this area, the United
States will wish to discuss customs valuation and related procedures that have
proven to be disadvantageous to U.8. exports,

In addition to the issues currently in the negotiations program, it is important
to consider those which are not. For example, several of our negotiating partners
sought the inclusion of antidumping practices. We were successtul in preventing
the inclusion of this subject.

A final"factor to be considered is that it was agreed to leave the negotiation
program open for posisble future inclusion of additional NTBs. While it is pos-
sible that our negotiating partners will attempt to add more U.S. practices, we
can respond in kind. —

In sum, I believe the NTB negotiations program is fair and balanced. Success-
ful negotiations on these isgues will result in substantial benefits for the United

States.

Senator Nrrson [presiding]. Senator Hansen?

Senator HANSEN, &r. Secretary, I join with those others who have
expressed their appreciation to you for your willingness to take on
this extremely difficult and trying assignment.

I know that your job at Commerce has not been an easy one, and T
suspect this job will be even more difficult. By virture of the many
qualities that we know, appreciate and find in you I am delighted that
you are going to represent this country.

I do want to follow u]p on some questions that have been asked by
Senators Nelson, Mondale, and Dole. As one of the representatives of
the State of Wyoming, a State that has an important livestock
industry, I am particularly concerned about the lack of clout insofar
as votes go tlmt characterizes this particular industry. It is an

~ industry, unlike most other segments of agriculture, that has not

received price supports.

Livestock, specifically cattle, have not been price supported. We
have been free enterprisers. It has, from time to time been very tough
going. rs I am certain yon know. About a year and a half ago, when
wage and price controls were lifted on most segments of industry in
this country, they remained on cattle. Continuation of the price con-
trols on beef triggered a response that surprised me. Feeders and
others keep cattle beyond the time they should have gone to market.
Holding beef off the market caused resentment among housewives
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in this country and triggering a meat strike from which the cattle
industry has not yet recovered. As a matter of fact, the price of beef
continues to deteriorate.

I, like Senator Dole am deeply disturbed over rumors that reach
me. I hear that in regard to this Nation’s international trade agree-
ments, it i8 an easy tradeofl for this country to short change the live-
stock producer. Despite the fact that such a policy may ruin those
few people who are still solvent in the livestock business, the livestock
industry ' does not really matter to U.S. trade negotiators, because
numerically our numbers are relatively insignificant. i

My question to you is, would you be inclined to give any special
consideration to one of the remaining segments of industry in this
country that has never asked for, and has always resisted Federal
price supports, specifically the livestock business

Secretary DenT. Of course, Senator, I think, ]l)erhaps one of the
reasons that we are the largest meat caters in the world on a per
capita basis is the independence of the industry and its success. I
was glad to hear last week the Secretary of Agriculture estimating
that we will consume 7 pounds of meat more per capita this year than
we did last year, a record year.

As far as special concern, I think that all of our economic interests
deserve special concern, including the cattle feeding operations, the
cattle raisix}xiand cattle feeding.

Senator Hansen. I guess I feel like Senator Mondale, You did not
make exactly the response I had hoped for. I do think that this country

cpitomizes to a greater degree than any nation I know the free enter- -

prise system. I do think, not only because I am in that business but
simplﬁlbecause I believe in the validity of the free enterprise concept,
that the livestock industry is entitled to a little more than those
industries wkich receive government price supports or some similar
preferential government treatment. In 1964, a meat import program
was authorized by the Congress. As far as I know, we have never
throughout the imposition of that law stopped importing foreign
meat. We have always held it out as a bargaining position; but in-
\'anablr we have entered into voluntary agreements.

The livestock business, for those who may not know it—and I am
certz}inlyr well aware that you are familiar with it—is in desperate
straits. The second biggest packing plantin this country has gone
broke, Last year feeders lost between $100 and $200 per head on all
of the cattle they fed. And simply now to say it seems to be the posi-
tion: of some people in the State Dopartment that we can build some
Food will in certain parts of the world by ignoring the import quota

aw and letting imports come into this country does not at all please

me. I am deeply disturbed over the willingness to sacrifice one group
of people that have not sought nor received Federal assistance, in
order to gather the goodwill of a larger voting block in this country.
I would hope that you might find it in your heart to give a little extra
consideration to the one group of people that have not had any protec-
tion, and deserve betfer than they are presently receiving,

Secretary Dent. Well, I abhor the word “sacrifice”, which you use.

Senator Hansen. Pardon me#
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“Senator DeNT. I abhor the word “sacrifice” and the idea that one
has to be sacrificed, but I think this matter must be examined
carefully. -~

Senator Hansen. I appreciate your words, Mr. Secretary, and I
wish you the very best.

Secretary Dent. Thank you, Senator.

The CHARMAN [presiding]. Senator Fannin.

Senator FaNNIN. Thank you, Mr. Chairman. _

Mr. Secretary, I am very pleased to support your confirmation. You
have a long history of successful public service, a very exemplary one.
I am very pleased that your business experience is so broad, and
I certainly know that you are in a position to render a great service.

One of your fellow Secretaries is doing a lot of travel around the
world these days, and he has a very important assignment and we
all wish him well, However, you have an equally important challen
ahead because the future of our economic position in this world, in
this Nation, depends upon what we are able to do in your particular
fleld. I am vitally concerned becauss if we look back over the history
of what has happened with our trade negotiations, we can be very
{ﬂightfngd with the future, and I think you know more about that

an I do.

We have not been as tough, I do not think, in our negotiations as
we should have been, I do not know whether you agree with that or
not, but I know that we have been pushed around, and I think the
automotive industry is a good example. Tatiffs on automobiles went

* from 414 percent here in the United States down to 3 percent, while

in many of the countries importing to us with nontariff barriers and
the tariffs that are in existence, they still keep us out of their mar-
kets. Now there is a Txeetion whether we can get in their markets,
because they have utilized a great tariff advan to build their
industries in order that we could not compete. And then, of course,
what happened was rather than to fight them we joined them. I think
this is true of most of the automotive industry. '

Do you feel that we have a chance of recovering some of that ad-
vantage that we had not too many years ago in the different manu-
facturm% flelds? We lost so much. If you look at the bicycles,
motoreycles, all of these different types of units that we were Hro-
ducing in quantities, we now have lost all of that. Do you think there
is any chance that in our negotiations, in our work, with a quid pro
quo we might recover some of that businesst

Secretarg Denrt. Senator, I think it is quite clear that during the
post World War II period through national policy to assist in the
reconstruction of war shattered economies we maintained an over-
valued dollar, The net effect of this was to make us uncompetitive
in world markets and to force private investment offshore to where
we have $118 billion private invested in other nations of the world.

But it does seem to me that in the early 1970’s we reversed our
policy. We devalued the dollar. We are now more competitive in
world markets than we ever have been since World War II, and I
think we have a tremendous opportunity, if we work on domestic pro-
ductivity, if we make provision for American industry to raise capi-
tal with which to modernize and to expand, that we can take a more
prominent place in export markets than we have since World War IL.

{
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Senator FaNNIN. Mr. Secretary, I think you realize what is hap-
pening, as far as Japan is concerned. They have a great need to export
and they are putting on a drive to increase their exports throughout the
world and certainly here in the United States.

Do you feel that—and I have reports from electronic manufacturers,
for instance, that they are still closing out their markets to us in many
instances—do you feel we can break down that barriert

_Secretary Dent. Our trade balance with Japan was as high as a $4
billion deficit. It recently has been reduced to $114 billion. We have
seen throuﬁh negotiation a reduction of their restrictions, both on
imports and capital investment, and I think through continuing nego-
tiation of a forceful nature that we can make progress with them, but
it does take determined neﬁotiation. -

Senator Fannin, Well, that is what I am talking about. Do we
have labor oriented products helping to offset—in other words, we
went from $4 billion down to $114 billion, but did we do that with
raw materials, or did we do that with labor oriented productsf

Secretary DExT. Manufactured, agriculture, raw materials, all
across the board. ) i

Senator Fannin., Yes, but mostly nonlabor oriented products, is
that not truef

Secretary Dent. There was a good bit of agriculture involved. I
do notdknow whether you define that—I guess that is not labor
oriented.

Senator FANNIN. I am talking about manufactured products.

Well, I do not want to prolong it. I know you are capable of do-
ing an outstanding service and will do an outstanding service, but I
just voice my concern as to what is happening. If this continues, we
are going to have a great deal more unemployment in this country,
and I think it is a real challenge equal to even the one that our rov-
ing Secretgry is playing today, and that is a tremendously important
assignmen -

But Inhave great confidence in you, as I'said, and I certainly wish
you well,

Secretary Dent. Thank you, Senator Fannin.

The CrArMAN. Senator Curtis. .

Senator Curris. Mr, Secretary, I think you are very well qualified,
and I shall be happy to su&)eort your confirmation.

I was interested in the observation that you had a small staff of
only 45. This may cause {‘ou to work a lot harder, but I am very
happy about it. I believe that you will be in a better position to for-
mulate policy and carry it out than if {ou had to sit on the top of
& giant bureaucracy that became unwieldy. ]

he field of agriculture has been very well covered. I would point

‘this out. As our number one salesman for American products—that is

what you are—you will be in a position to cut the cost of Government
more than any other official. .

Let me illustrate. We wrote a provision in the farm law 2 or 8 gseiars
ago that as the price went up the Government production subsidy
went down. In many cases it went down to zero, We were spendmﬁ
about $4 billion for production subsidies in grains and cottons an
otherwise. Under our present law that has been reduced to less than
$1 billion. It is the only activity in the whole field of Government
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that I know of that has had & reduction, and here it has gone from
$4 billion to less than $1 billion, *

The primary cause of that was the export of farm products, If you
leave the surplus here, which has always crowded our markets, the
price went up here, and farmers and producers generally are very inap-
py if they can get their money through price as contrasted to Govern-
ment subsidy.

So as the Nation’s No. 1 salesman of products, your success in con-
tinuing that flow of agricultural products, every time irou are in-
strumental in increasing that or maintaining that you will be saving
the taxpayers billions of dollars, and you would also make a lot of the
farmers happ{;; )

It will not be easy because there are misguided consumer pressures
in this country that want to stop our exports so that they can buy below
cost, and there are processors in this country who have grown in the
habit of letting the Government carry their inventory, and they want
exports cutoff so they will pile up here and they can buy cheap.

At any rate, we feel that you will do the job. Do you view the Special
Trade Representative as primarily a task of selling America’s products
abroad within a balanced economy and fair consideration ‘

Secretary DENT. I really look upon it as the negotiator for the sales-
men of American products to open up markets so that thei can have
accessd to these markets and let the flow of salesmen come through an
open door. - ] ]

Senator Curtis. I think during World War II and immediately
thereafter we in the United States had a false notion; we thought we
were 8o stro't;% we could never become weak, and trade negotiations
were conducted as-an adjunct to foreign policy, a giveaway program
that we tried to gﬁt somebody to vote with us in the United Nations,
})r sgmetl%ng of that sort. Or we have also considered it as a form of

oreigm gid. ' )

Well, I believe that you will have better success if your superior
makes it clear that your responsibility is not to promote the foreign
policy, not that you would want to directly op%ose it. I do not mean
that; or that in any sense it is a foreign aid problem, because we have
other departments of Government teking care of that.

But I am happy to sugﬁort you. ) .

Secretary » Thank you, Senator. I do believe that up until the
éarly 1970’s military and, political matters predominated in our na-
tional interests abroad, but I think since that time commercial relation-
ships have come to the fore and we as a nation, broadly speaking,
gimply have not recognized the importance of our international eco-
nomic relationships, and we need to recast many of our activities in the
direction in which we are moving because of this change.

Senator Cuortis. Thank you.

That is all, Mr. Chairman.

The Caamman. Mr. Hathaway.

Senator Hatraway. Thank you, Mr. Chairman,

Mr. Secretary, it is a pleasure to see you again. I just want to ask
you two questions. .

We talked about the footwear industry when you were in my office
& few weeks ago. I received a letter from Harald Malmgren who is the
Deputy Secretary Trade Representative. He sent it to me last Decem-
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ber and I put it in the Congressional Record. What he said, in part
was: -

‘T can assure you that this Administration will, pursuant to the provisions of the
Trade Act, give immediate attention to devising some sultable form of arrange-
ment with the governments of other nations whose exports to us are the sig-
nificant causes of destruction to our footwear Industry. The purpose of such
im-ramé:mem: would, of course, be to reduce or eliminate the disruptive effects of
mMports.

The first question I have is, is there any question in your mind but
what this is & commitment by this administration to do something
about the disruptive effects which imports have had over the I)lreo.rs on
the foot;vear industry, not only in New England but throughout the
countr .

Sechtary DeNT, I think that the statement speaks for itself, Senator.
I mentioned earlier that whatever Ambassador Eberle and Ambassa-
dor Malmgren said or made by way of commitments providing they
are within the statutory authority to do so, I think must be adhered to.

Sen;tor HateAWAY. Good. I am glad to have your assurance in this
regard.

o you have any plans at the present time to implement this
commitment {

Secretary DenT. I understand that there is an interagency group
which is reviewing this. I am not familiar with their work, but I know
it is under consideration. I look forward to finding out where it stands
when I am given the authority to do that.

Senator HatHAWAY, Do you have any idea at this time when we
might be able to expect some results?

Secretary Denr. No, I do not; but I will certainly look into it.

Senator HATHAWAY. Within the year{

SecretarﬁlA)nm‘. Excuse me{

Senator HarHAWAY. Would it be within this year? ,

Secretary DENT. I would certainly assume it would be reasorfable to
anticipate that it would be within this year,

Senator Hatraway. Thank you. Thank you, Mr. Chairman,

[The following letters were submitted for the record by Senator
Hathaway :]

U.8. Szrare,
Washington, D.O., March 81, 19785,

Hon. Russzryr B. Long,
Russell Benate Oflos Building,
Washington, D.O. C—

DEar Mz. OHAIRMAN: At Tuesday's Finance Committee hearing on the nomi-
nation of Secretary Dent to become the new Special Representative for Trade
Negotiations, I asked several questions of the Secretary relative to certain commit-
ments made to myself and to the domestic footwear industry during the negotia-
tions surrounding the passage of the Trade Act of 1974. The responses received
from the Secretary indicate that he is aware of the correspondence I have re-
ceilved from the Administration, but I would like to ask your indulgence in sub-
mitting for the record of the hearings a copy of the letter referred to.
- 1 am also asking that an exchange of letters between Senator McIntyre and
Ambassador Fberle on the same subject, Zmnely commitments to the domestic
footwear industry, be inserted in the record, too. All three letters are attached

Sincerely, '

> WiLiax D, HATHAWAY,
- U.8. Senator.
Enclosures.
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DrrUTY SPEOIAL REPRESBNTATIVE
FOR TRADE NEGOTIATIONS,
Washington, D.O., Decembder £6, 197},
Hon. WiLLiAM D. HATHAWAY, -
U.8. Senateo, .
Washington, D.C. :

Dear 8eNATOR HATEWAY: I am writing with regard to the provisions in the
Trade Act of 1974 which pertain to discretionary authority which may be exer-
cised by the Secretary of the Treasury under the countervailing duty provisions
of the statute. The statute outlines three conditions which have to be met before
this discretionary authority may be exercised. The first conditions states that
‘‘adequate steps have been taken to reduce substantially or eliminate during such
(discretionary) period the adverse effect of a bounty or grant which he has
determined is being paid or bestowed with respect to any article or merchandise.”

On December 20, 1974, you and I discussed this matter orally. You theu ex-
pressed the interpretation we had agreed in a statement on the Senate floor. You
safd that “I presume that with respect to nonrubber footwear, this means an
actual agreement must have been entered into or voluntary understandings must
have been undertaken by the exporting country or exporters within the country
which would have the same effect as an agreement. I understand, further, that
with respect to nonrubber footwear, the only type of agreement or understanding
that would fulfill this requirement would be one of export restraints.” I am
taking this opportunity In writing to confirm that your understanding, as ex-
pressed in your Senate floor statement, is correct, whether we are talking about
inresently pending or future countervailing duty cases with respect to nonrubber

ootwear, )

As for other provisions of the Trade Act of 1074 concerning nonrubber foot-
wear, I can assure you that this Administration will, pursuant to the provistions
of that Act, give immediate attention to devising some suitable form of arrange-
ment with the governments of other nations whose exports to us are the sig-
nificant causes of disruption to our footwear industry. The purpose of such
arrangements would, of course, be to reduce or eliminate the disruptive effects of
imports.

Sincerely yours,
HARALD B. MALMGREN,

U.S. SENATE,
Washington, D.C., December 6, 1974,

Hon. WiLLiaM D. EBERLE,
Special Represeniative for Trade Negotiations,
Old Exeoutive Ofice Building, Washington, D.C.

DrAr AMpBASSADOR EBERLE: I am very concerned over the future of the non-
rubber footwear industry and the jobs of its 300,000 workers as a result of the ad-
verse impact of imports on this industry. Jobs in this industry have steadily de-
clined over the last several years as domestic production has-fallen while imports
have Increased substantially. Imports of nonrubber footwear have capture a stag-
gering 40 percent of the U.8. market. In my own state of New Hampshire foot-
wear plants have closed and workers in those plants have been idled by tmports.
;rhe n:.ecutlve Branch has done virtually nothing to dampen the flood of these

mpo!

As the Senate begins consideration of the Trade Reform Act, I express my
hope that provisions of this legislation will not result in further harm to the non-
rubber footwear industry and its workers from additional import penetration,
and that perhaps the industry and its workers may be benefited by the bill, It
seems to me that several sections of the bill now pending before the Senate
might be invoked by the Executive Branch to negotlate an intergovernmental
arrangement on nonrubber footwear that would place meaningfyl restraints on
these imports over the yext seversl years. If this could be accomplished, the
'domestic industry would be able to face the ‘future with renewed confidence,
giving it an opportynity to improve 1ts competitive poaition.

At the same time I am concerned that the tariff-cutting provisions of the
trade bill, whether under Title I or Title V, if used to reduce tariffs on non-
rubber footwear, would pjage. this industry in further jeopardy. I should hope
this would not be‘the case.

»:I_ I3
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I would like to support the trade bill, but I cannot overemphasize to you that
the Administration should take actlon to meet the problems of the domestic
footwear industry arising out of disruptive imports. I would appreciate hearing
from you before the Senate begins its consideration of the trade bill as to the
intentions of the Executive Branch with regard to the two matters I have
raised—an inter-governmental arrangement on nonrubber footwear and no
tariff reductions without careful consideration of the effects on the nonrubber
footwear industry.

Sincere
: o THOMAS J. MOINTYRE,

U.8. Senator.

THE SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS,
Washington, D.C., December 11, 1974.
Hon. TroMAs J. MCINTYRE, . :
U.8. Senate, Washington, D.O.

DEAR SENATOR McCINTYRE: Thank you for your letter of December 6, 1974 re-
garding your concern over the future of the American nonrubber footwear indus-
try, and the impact of imports upon that industry.

In particular, you expressed the hope that provisions of the Trade Reform Act,
now pending before the Senate, would not result in further harm to this industry.
I can assure you that this will not be the case. On the contrary, the Trade Reform
Act is designed to provide more rapid and more effective relief than that available
under present laws to firms and workers adversely affected by imports. It contains
provisions which, if passed by Congress, will allow the Executive Branch to work
out suitable remedies for disruptive imports, remedies which are appropriate to
the particular difficulties of industries or workers concerned. =~

We recognize that the possibility of improved export performance by the non-
rubber footwear industry is very limited, and that improvement in the economic
outlook is not likely to be found in the next few years by liberalization of foreign
markets for American footwear products. The tariff cutting provisions of the
Trade Reform Act could, however, be of potential concern in the case of present
U.S. import protection levels for nonrubber footwear. To ease some potential con-
cerns in this area, we have already indicated that the provisions of Title V,
authorizing the granting of preferential tariffs, would not be applied to footwear
products. I reiterated this Administration commitinent in my recent letter on this
subject to Senator Russell B. Long on November 7, 1974, a copy of which is con-
tained in the Senate Finance Committee Report on H.R. 10710 (page 224), As
for the authority in Title I to cut tariffs to zero at the low end of the U.S. tariff
structure (tariffs of § percent or under, as in the House version, or of 10 percent
or under, as in the-Senate vorsion), it is not our intention to sue this authority
for products where the sensitivity to lmports is obviously great. As for the gen-
eral tariff cutting authority of a partial character, I cannot at this time give any
assurance that partial tatiff reductions would not be made but I can certainly
assure you that such potentlal cuts would be weighed very, very carefully, would
be subject to full consultation with advisers from the footwear industry, and
their- effects would be assessed against any other possible safeguard actions to
moderate footwear imports which might by that time have been implemented
unrder other provisions of the law.

In this latter connection, it seems to me that the escape clause provisions of the
Trade Reform Act are ideally sulted for use by the American nonrubber footwear
industry. Indeed, the matter of escape clause action was never fully resolved
under the old law, since the Tariff Commission reached a tle decision in 1971
without providing clear ﬁi‘gance to the Executive Branch. You will recall that
the two Comimissioners voting in the negative sald that they could not find that
the statutory criteria had been met, that increased imports were caused by tarift
concessions. The proposed Trade Reform Act deletes this criterion. Thus, the
import relief provisions would in this case apply to the nontubber footwear Indus-
try, if the remalning, more easily satisfied statutory criteria-are met. Given this
history, if such escape clause procedures were undertaken under the new law,
priority attention would be glven the matter, and if the procedures suggested the
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need for import relief, you can be assured the Administration would move ex-
peditiously to provide it. I can also assure you that in determining what form of
‘relfef would best deal with the industry’s problem, particular attention will be
given to the possibility of devising some suitable form of arrangement with the
governments of other nations whose exports to us are determined to be significant
causes of disruption to our nonrubber footwear industry.

I hope that my explanation in the letter serves to convince you that the Trade
Reform Act would not only not harm the American nonrubber footweéar industry,
but would very likely prove of major benefit to that important industry. It is a
law which we believe Is available to all American firms and workers, and to all
American agricultural interests, and indeed to all Americans. It is a law which
we believe provides for fair and effectlve solutions to both export and import
problems, in the context of our overall national interests.

Your sincervely,

The Cuamratan. Senator Roth.

Senator Rora. Mr. Dent, I want to welcome you and say that I am
veryt. happy at your willingness to serve in this most important
position.

I share the concern expressed by a number of Senators about the
fact that in the past, perhaps because of different conditions, we did
not negotiate as hard as we should have. I think that was one of the
things that those of us who sat in on the drafting of the Trade Act
were very much interested in seeinf corrected so that we do everything
we can to insure that that will not be the case in the present
negotiations. -

Now, one of our concerns is that there be close liaison between the
negotiators and the vital components of our economy—that includes
agriculture, business and labor—throughout the negotiations. I under-
stand this has been touched on briefly prior to my getting here. I have
received a copy of a letter indicating dissatisfaction on the part of at
least part of industry concerning the efforts to establish the procedures

W. D. EBERLE.

" and guidelines between industry and the Government. I think there has

been some further discussion since this letter was written; but ve
candidly it concerns me at this early stage that we.are off on this road.
I wonder if you would comment on what you expect to do in this

- area, not only with industry but agriculture. I might say, when I was

in Europe recently, I talked to a number of people who are going to be

Jinvolved in the negotiations. They took a very hard line when it came
to doing anythingein the area of agriculture. I do think that we are
going to have to be tough. I think we are gomg to have to have close
consul%ing relationships between yourself and labor, business, and

agriculture.

ggecreta DenT. Well, Senator, I could not agree with you more. As

while in the Department of Commerce we undertook.
to organize the industry advisory groups starting in June of 1978, just

to be sure that they would be in place, and strong and effective. Now

there was a certain amount of flack that arose in the industry sector

advisory committee during the first meeting, It may have to do with

the implications of the Freedom of Information Act and other things;

‘but I understand that a meeting was held and that those who were

critical left the meeting reassured. I :gree this must be effective and

continued throughout the entire § .
I was one whog was a dissatisﬁe?l indiﬁngiisl'“ddviser during the Ken-

nedy round, and consequently have some first-hand information
whereof you speak.
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“Senator Rorm. I'am pleased -to: hear ;you say that, Mr. ‘Seoretar{s,

‘because T think in large measure how -éffective that ‘relationship

depentds not so mu¢h on*what -we write in the legislation, but ‘on the
“working relations you.antl-your close aesociates develap.

In a somewhat related matter, one of the things we have charged
‘the.Government to do-in theso-nggocmtlons, x)ﬁcourse,us%o‘bry@o*geqk
revisions in GATT in twelve different areas. Are you very optimistic
,that we are going to be ableto do much:inthat:areat

S ‘Secretary Dent. 1 think it is reasonable to-expect some progress to

)

ug\-

‘be'made with aninstitution-that'has not een'revised to any extent over
the period of time since its organization in‘the late 1940’ T think a lot
will depend:on'the suceess .and xprogress of the whole negotiating ses-
ston. But T think it-is quite clear from the deterioration in interna-

‘tional -economic velationships that progress mest \be made, and that
‘those.participating will recognize this. :

‘Senator ‘Rorn, .Y 'must-say that when you 450 ‘back to the fact that

"GATT was established, as you say, in'the 1040’s,;and ‘never really was
-sanctioned'by:Congress as a:treaty,itwasdeveloped at:a time when we
had -a huge bsdlance of ‘trade’'payments -surplus, and were in:a very
powerful position, T-wonder if there' might now:be merit in seéking'to
devdlop some kind of a 'new .organization in lieu of trying to amend
GATT, such a8 & permanent international trade ‘organization ‘that
‘would be designed to deal with tradeproblems on a eontinuing basis.
T think it might at least be worth looking inteo ; that this might-be an

~ approach where we can.dliminate some of the:inequities. We could also

A
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»rovide constitutional sanction to it in'the form of a treaty that wonld
haveto come to the Senate. .

1 would ur?e 'you to consider this, particularly if we do ‘not make
prché‘s,r in eliminating some of the inequities that have- developed
m .

‘Secretary Dent. Well, I do believe that because of its stature over
the years, that the revision of GATT would be far more preferable
than closing an existing facility and reopening one with all of the new
pressures that we:have in the world from consortias of various sorts.

So, I would hope very strongly that we could make changes in that
rather than having toface up to the element of having to start afresh.

Senator Rorn. If we can make progress in GA’I"I% I agree. If we
cannot, then we would have to look beyond that.

One final question, Mr. Secretary. ]

Under the law wo provide for two deputies. X wonder if it is in-
tended to fill these positions soon? Is it your intention to have one
serve in Geneva and one in Washington, or would you have one con-
centrate in the agricultural area? I wonder what your plans are in
this areaf _

Secretary Den, First of all, as far as filling them is concerned, the
sooner the better, as far as I am concerned, with the negotintions
underway, I think it is unfortunate that there are two vacancies. But
-when confirmed and sworn in, that will be one of the first steps. I do
think it important that we have a man of this stature in Geneva durin
these important negotiations. So, consequently I think that one shoulc
he there. As far as the agricultural advice is concerned, it is important
that this be good and strong; where that is best located is something
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cthat I {vo,nld have to determine later on, not just at the moment. I

think it has to be in. Washington to begin with to get this whole thing

. organized and underway. But ultimately if the talks get into that

area inténsively, obviously there has to be very strong representation

“in Geneva as well.

Senator Roru. I wish you well. I am happy to support your

.nomination.

Secretary Dext. Thank you, Senator Roth. . .
‘The Criamraan. I have some additional questions which T would

- just submit. T would appreciate it if you wonld give us a written answer

as soon as you can, Mr. Secretary.*

We do want to get one thing straight for the record because there
has been so much report by innuendo. Where some people get somo
of these things I do not know. I just want to make it clear, Mr. Scere-
tary, that my attitude toward the person who was previously sug-
gested for this job, Mr. Larry Silberman—my objection to that man
for the job—wns purely that he did not have the kind of experience

.that you bring to this job. I consider Mr. Silberman to be a very
-talented, smart, energetic, tough, hard-working Government employee,

.and I think that all of those talents are needed in this job. He did not
‘have the kind of experience that you bring to the job. If he had had

experience parallel to what you bring to it, I would have been happy

‘to have supported Mr. Silberman’s nomjnation for this job. I discussed

it with other members of this committee and felt that I would have to
oppose this confirmation to this position, and so did a number of other
members of this committee. Now. he might have been confirmed, but
we would certainly have had a fight over his confirmation. I do not
think that is how a man should set out in this job. But I just wanted

‘to get the matter straight insofar as you ave concerned.

Tave you made any commitment or whatever to me or any member

-of this committee. or have you sought this job in any respect whatever$?

Secretary DeNT. None whatsoever, Mr. Chairman.
The Cuamryav. I just want to make it clear that my attitude to the

President and his administration was if they would send us a man with

the experience and the background and the talent to represent this
Nation adequately, recognizinfg the fact that he was going to be up
against the best that all of the enlightened trading nations on the
Earth could put at that table, that I would expect to support that man.
I think you have those qualifications and I am pleased to support your
nomination, Mr. Secretary. .

May I say, that if they want to send Mr, Silberman down for your

-old job, I will support him for that.

Senator NrrsoN. Mr. Seccretary, earlier Senator Mondale and I made
reference to discussions with Ambassador Eberle and Mr. Malmgren.
I forgot to mention specifically letters that were sent to Senator Mon-

‘dale and me. I am sure you have available copies. In the committee

report of the Trade Reform Act of 1974, dated November 26, 1974, on
pages 189 and 190-191, there are two letters, one to Senator Mondale
dated October 2, 1974, and one to Senator Mondale and me dated Qc-

‘tober 3, 1974, the first one is signed by Mr. Harald Malmgren, the
.second one is signed by M. David Macdonald, Assistant Secretary,

¢Sce pp. 011L,
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Enforcement Operations in Tariff Affairs. I would appreciate it if you
would read those two letters and let us know-whether you have any dif-
ference of opinion with the statements and assurances that are made
in those two letters signed by Mr. Malmgren and Mr. Macdonald.
I believe those are the only two. If there is an additional one that has
slipped by my memory, I would be glad to let you know.
{The letters and response by Secretary Dent follow :]

LETTERS

DEPUTY SPECIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS,

: ' Washington, D.C., October 2, 1974.
Hon, WarTer M. MONDALE,
U.8. Senate,

Washington, D.C.

DEAR SENATOR MONDALE: You have asked about the status of any discussions
between officials of the U.S. government and the European Community as regards
the resolution of the problem of E. C. dairy export subsidies. When the E. C. sus-
pended its restitution payments, Treasury and the Court determined that no fur-
ther Treasury action was called for under those circumstances. The E. C. has
asked what would be done in the future in the light of possible changes in the law
(uuder revisions incorporated in the Trade Reforin Act), and we have said that
we shall have to wait to see what the Congreygs will provide. I can assure you that
there have been no private or public agreements regarding resolution of the prob-
lems arising out of the pending countervailing duty case in relation to imports
from the E. C. In particular, we have not made any assurances, or cven raised
hopes, of any adjustments in the dairy import quota situation in connection.with
the proposed compromise package which STR -and you and Senator Nelson have
been discussing. The compromise package, as we have outlined it to you, composed
of the attached memorandum and draft Treasury letter, represents a comprehen-
sive approach to meeting the special problems of the dairy industry. .

Moreover, the Special Trade Representative’s Office would not recommend any
¢hanges in quotas in connection with trade policy without prior consultation with
¥you and the representatives of the dairy industry whatever the elemeunts of such
a settlement insofar as they affect dairy farmers.

The compromise proposal which results from our common effort with you is a
package with which we'can live and to which we can support in conference if it is
agreeable tothe Senate.

I recognize the real problems and special circumstances of the dairy industry.
It is in relation to this recognition of the problems, and of your own concerns,
that we have made a major effort to tailor this special approach to dealing with a
most delicate problem without prejudice to the interests of other American farm-
ers or to our national economic interests. This latter point is important because
we are very much concerned with the need to avoid possible slippover effects on

- other American economic interests, particularly agriculturat interests, of a con-

frontation with our trading partners.
Sincerely,
HarALD B. MALMGREN.

THE DEPARTMENT OF THE TREASURY,
Washington, D, C., October 8, 1974,

Hon. GAYLORD NELSON, h

Hon. WALTER F, MONDALE, -

* U.8. Senate, Washington, D.C.

DEAR SENATORS NELSON AND MoNDALE: I have been asked for the views of the
Treasury Department concerning how proposed amendments to the countervailing
‘duty law relating to a limited conditional discretionary authority in the Treasury
Department not to apply countervailing duties during the period of negotiations
under the Trade Reform Act might affect the pending Treasury investigation of
«dairy imports from the European Community and what future action can be
expected regarding this case.

—. As you know, we are committed to proceeding immediately under the counter-
wvailing duty law should the EC reinstate the export payments on dairy products
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they suspended on July 12 on cheese and previously on other products. I do not

believe that this commitment would be affected in any way by enactment of any

%f the :tmendments to the law now being contemplated by thé Senate Finance
onimittee,

Any attempt to avoid or delay the hmposition of countervailing dutiea by the
mere subterfupe of substituting one incentive program for another, with. no
significant differences between the two, would, in our opinion, be treated as
though the above-described export payments had been resamed. In this event, a
rapid determination could be made withinh the time limits set forth in the July 16
stipulation between the Treasury and the complainant in the EC dairy case.

Should the Europeans propose to put in place a new export policy or program,
an appraisal of the factual situation would need to be made and matched to the
criteria set forth in the law, as amended. Such an appraisal would be given high
priority. Assuming this new scheme were found to coustitute a bounty or grant
within the meaning of the countervailing duty law, the EC would be required to
take steps to substantially reduce or eliminate the effects of the program on the
U.S. dairy industry to avoid the imposition of offsetting additional duties. The
finding relating to those steps would he made only after very close consultations
by the Executive Branch with domestic industry and concerned Members of Con-
gress. It wonld need to be clearly shown that the problems of U.S. producers had
been substantiafy relkéved. Any determination not to impose additional duties
because of the steps taken to reduce or eliminate the effects of the incentive pro-
gram wonld be appropriate only if it appeared that the imposition of such duties
wonld serlously jeopardize trade pegotiations and wounld be sabjeet to Congres-
slonal override untder the provisions of the amendment.

1 belteve that the proposed amendment would provide an excellent tool for
achieving the equally important objectives of protecting domestie industry from
forefgn \mfaitr trade practices, while at the same time providing saficient flexi-
MYty durlog the period of negotiation. The Treasury Department would support
an addittonal amendment making countervailing duty orders effective immedi-
ately. That s, additional dutles would be imposed on the day after publication
in the Federal Reglster of a final aMirmative determination. This change would
provide for the immediate offsetting of any bounty or grant being bestowed on
the merchandise n question, rather than permitting such merchandise to con-
tinue to enter the United States free of additional duties for a significant period
following sach & final determination.

You can be sure that whatever the amendments to the countervailing duty law,
they will be applied during thig period in such a way as to prevent injurious sub-
sidized dairy Import from the Europear Community.

Sincerely,
Davip R. MACDONALD,
Assistant Secretary
(Enforocmoent, Operations, and Tarify Affairs).

RESPONSE

I have read the letters you refer to and can state that I fully subseribe to hoth
their letter and spirit. There is no difference of opinion as far as I am con-
cerned between my own views and the views stated in the letters.

Senator Nrrson. I have one further quesiion which you may or may
not consider to be within the purview of your responsibility. In the
Wall Street Journal, on March 12, 1975, there is a brief news story en-
titled “Simon asks penalty on cheese exported by Common Market.” It
states in the second g&ragraph that Treasury Secretary William Simon
recommended that President Ford impose a set of penalty duties, The
White House said a Presidential decision is expected in'10 days. What
puzzles me about it, and I would ask you to comment if you feel that
you can, is that in looking at the statute under chapter 8, Countervail-
ing Duties, and elsewhere in the law, I can not find anything that gives
the President the authority to make this decision. All the way through
it refers to the Secretary: “The Secretary concludes from information

resented to him or other persons,” and so forth; “The Secretary shall
initiate formal investigafions to determine whether or not bonnty, or

i
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duty, or grant is being paid;” “The Secretary shall make a prelim-
inary determination within a certain period;” “The Secretary shall
fromn time to time ascertain and determine or estimate the net amount
of each such bounty or grant, and shall declare the net amount so de-
termined or estimated;” “The Secretary shall make all regulations he
deems necessary for the identification of the articles,” and so forth.
The statute imposes, as I see it, the responsibility for the Secretary to
make the determination of whether a bounty or duty is being paid, and
if so, to impose the requirements of the law on countervailing duty
within the provisions of the statute. .

My question is, then, therefore what does the President have to do
with itq? Is the story accurate that Mr. Simon has recommended to the
(\i\’hit;s House and the P’resident is to make a determination in 10

ays .

2\m I missing something. It seems to me that this action is not
pursuant to statute? . )

Secretary DenT. I think the way the President figures into that is
that he is in charge of the administration, and Departinents do not tra-
ditionally go o(’fg and implement things without ndvising him; and
these recommendations are the findings required by that law, by the
Secretary of the Treasury. I would presumne, I have not seen the docu-
ment, but he has made these findings and recommends that thus and
so be done, and he is mevely advising the man to whom he reports
who has to coordinate the overall affairs of the Nation before em-
barking on action of some considerable consequence.

Senator Nrrson. But that is not what the statute says. The statute.
as far as T can find, says nothing about a recommendation. The news
story which may or may not be accurate—I have had enough experi-
ence, as perhaps-you have to recognize that news stories are not always
accurate—but it was stated that it is recommended that President
Ford impose a set of penalty duties. The White House said a Presi-
dentinl decision is expected in 10 days, but the statute says the Secre-
tary shall do all of these things. It does not say anything about recom-
mending to the President and leaving it up to the President to make
the decision, T wonld assume that Congress would have written into the
law that the Secretary recommends and the President makes a decision. -
But all the way through it says the Secretary shall, -

Secretary DeNnT. Senator. Isaid that if the Seoretary of the Treasury
wishes to continue in that position, he is wise to inform the leader of
the administration of his findings in these instances which have in-
ternational implications. It is not necessarily a question of seeking rec-
ommendations, but advice. as to his findings and the way he is going:
the same way that I would not intend to negotiate something that
would not meet with the approval of the Congress. I think it takes
consultation before going forward. That is the way I propose to do it.
In these areas where the Jaws give certain anthorities to Cabinet offi-
cers, they are well advised to be sure that they keep the communica-
tions strong as to their findings and their obligations under the law,
and adviss the President of what they intend to do.

Senator NEersoN. I understand what you are saying, but the fact of
the matter is that the Congress passed a statute imposing certain duties
and responsibilties on various agencics and on the heads of those
agencies. B
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— We had a quite classic case which I do not need to get into the details
of, in which an Attorney General declined to comply with the Presi-
dent of the United States in the prosecution of a certain case, and that
was his responsibility. Now if he gets fired as a consequence of that,
that is quite another matter. But what puzzles me is, unless I am
missing something, it does not say recommend or delegate to the Presi-
dent; it says the Secretary shall make the findings. Now sure, I would
expect that he would advise the President of what he thinks his respon-
sibility under the law is. But if he decides it is his responsibility under
the law, he should do it; and if the President does not like it, he can
get a new Secretary.

It puzzles me that right off the bat here, you have a statute that is as
clear as can be, that the Secretary makes all these determinations and
then makes a decision. But here, in the story at least, it says that he
has recommended to the President. I do not think that is in compliance
with the statute. But, as I sry, it may be unfair because you are not that
Secretary. You are not being appointed to that position. Maybe it is
unfair to ask you to comment on it, but I do not think it is in compliance
with the statute.

Secretary DENT. T think it is very important that we maintain co-
ordination and communication between the various departments of
government, and when a department has a responsibility, it should
carry it out. But it should also be sure that the President understand
the situation and its findings. -

Senator NeLson. Thank you.

Senator Curris. Mr. Chairmar;-I want to thank yon for expediting
this hearing. We have had a good hearing. Twelve Senators have par-
ticipated in the questioning of Mr. Dent. I know of no opposition to
it. I move that we favorably report his confirmation to the Senate.

The Cuamyan. All in favor say aye.

[A chorus of “ayes”.]

The CHAIRMAN. Opposed ¢

%No response. ] -

he CramaN. Mr. Dent, we will run down the absentees and see-
how they feel about it, but I believe the vote is unanimous. I hope it
can remain unanimous after you have been with this job for a few
years.

Secretary Dent. I want to thank you, Mr. Chairman, and other
members of this committee.

[Whereupon. at 10:47 a.m., the subcommittee adjourned, subject to
the call of the Chair.]
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Qucstion, You are aware that the Congress included in the law a provision
which says the Special Trade Representative shall report directly to the Congress
and to the President. We did that in order to assure to the maximum extent feas-
ible, the independence of your office from political pressure which may be coming
from State Department, the White House, or other departments. Will you give
us the assurances that this will be in fact the case, that the Special Trade Repre-
sentative office will not be reduced to a subservient role within the White House
operation, In this connection, can you tell us whether or not there are any plans
to reorganize the international economic policy machinery within the Executive
Bratn?{n and if 8o, how this would effect the office of the Special Trade Repre-
sentative, .

Answer, I can assure you that as the Special Trade Representative I witl report
to and have access to the President. I will of course work with other agencles on
issues of common interest. I am not aware of plans to reorganize the International
economic policy machinery within the Executive Branch but regardless of any
changes that may be made in the future, I fully intend to carry out my statutory
responsibilities to the President and the Congress.

Question. As you are aware the Congress intends to take a very active role in
the preparation and conduct of these negotiations. This is extremely important
given the fact that all nontariff barrier agreements negotiated in Geneva must
come back to the Congress for approval by hoth Houses. ¥Former Ambassadors
Eberle and Malmgren stated repeatedly that the official Congressional advisors as
well ag the additional destgnated Committee members and staff would have full
access to all potential information and meetings relating to the preparation and
conttuct of the negotiations and would be able to sit in on the actual negotlations
in Geneva. Can you reconfirm this commitment?

Answer. If the negotiations are to be fully successful, it will be essential that,
from the very outset to the conclusion of the MTN, the Congress be actively in-
volved in the fmportant decisions to be thken, This is, as you pointed out, par-
ticularly essential in the NTB aspvcts of these negotiations. It 18 my intention to
make every effort to ensure that this involvement s detailed and extensive to
ensure successful results.

Question. Could you give the Committee a general idea of the basic foreign
nontarift barriers which the United States will seek to reduce or eliminate
throughout the course of the negotiations? Could you explain to the Committee
the benefits which could accrue to the U.S. economy as a result of thelr reduction
or elimination? On the other hand, what U.S. nontariff barriers do you think our
negotiating partners will be focusing on during the upcoming negotiations? And
finally, what 18 the U.S. strategy to minimize the harm which may occur to the
U.8. economy if we agree to reduce certain of these nontariff barriers?

Answer. The United States has given priority attention to three major h 1'#:3,
These are product standards, subsidies, and government procurement. Agreement
on procedures that eliminate the trade tifstorting effects of international stand-
ards and certification reguirements, will ensure that U.S. exports not be pro-
hibited market entry because of these practices.

In the area of snbsidy practices, we hope to reach agreement to eliminate or
control the trade distorting effects of not only export sabsidies, but also domestic
sabsidies that promote exports and those that result in import substitution.
Agreement on these practices will remove a source of discrimination against U.S.
exports and allow the United States to anlter its countervailing duty practices to
bring them more into 1ine with current GATT requirements,

The negotiations on government procurement ‘are aimed at improving access of
U.S. suppliers to forefgn government procurement. GATT rules are very weak
in this area and current government precurement systems are both widely vary-
ing in form and restrictive of trade.

It is not posatble to quantify the economic elects nf agreement on these jssues
for several reasons. In the fitat place, at this stage of the negotiations, we do not
know swhat the terms of the final agreement will be. Additionally, unlike tariffs,
the magnitude of fhe protective effect of these NTBs can rarely be accurately
measured and therefore the competitive raa&)mumrodmm snhject to the
NTBa are dificult, it not impossible, to sscertain. . , we have not yet re-
celved all of the alivice and jnformatien on this suhject that we are seeking from
various U.8. sources through our consultation programs.
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In spite of the inability to quantify the effects of NTBs, I belleve that, given the
conipetitiveness and technological advantages of U.S. production, if we are
allowed to compete on a fair basis, we will be able to increase our export sales.

Our negotiating partners are most likely to seek changes in U.S. practites con-
cerning customs valuation, antidumping and countervailing duties, and govern-
ment procurement. Antidumping is not currently included in the NTB negotia-
tions program, although there may be an attempt by other countries to add it at a
later date. Changes in our countervailing duty procedure would only come about
it we, and I mean, of course, not only the Administration, but also the Congress,
are satisfied that there are sufficient controls on the sue of subsidies. The United
States has long stated that we are willing to consider changes to our valuation
practices, particularly if these changes result in the development of a harmonized
valuation system. We have also stated, however, that these changes would be
dependent upon receipt by the United States of adequate compensation. In the
case of government procurenient, we are prepared to agree to an international
code covering U.S. practices if other governments are prepared to open their pro-

_eurement to U.S. suppliers.

In regard to possible detrimental affetts on the U.S. economy that might result
from agreement to change certain of the above practices, I believe that agreements
can be negotiated that will eliminate or at least minimize these effects, In this
connection, I might note that an additional U.S, objective in the MTN I8 to reach
agreement on a new international safeguard arrangement which would permit
the use of temporary measures to ease adjustment to changes tn competitive con-
ditions resulting from the expansion of international trade following internatlonal
trade negotiations.

Question. Many individuals within the private sector have.privately expressed

_the view that the Office of the Special Representative for Trade Negotintions has
become policy-locked in & growing staff bureaucracy. The opinion of these in-
dividuals 18 that the Otfice has become dominated by technocrats who are ardent
free traders and who are unresponsive to the private sector. May we have your,
assurances that you intend to see that the Office is open to new ideas from the
private sector as well as from the Government?

Answer. As Secretary of Commerce I have sought to establish a mechanism to
facilitate the flow of ideas and advice to the Government through the Industry
Consultations Program and I fntend to continue this approach as the Speclal

. Representative, I can assure you that I will be receptive to good ideals from all
sources.

. Question. There are many complicated areas which will be involved in this
negotiation not only tariffs but nontariff barriers, access to supplies, commodity
agreements, etc. Can you give us a list of the priorities that the U.S. has for this
negotiation and also a description of the organizational structure with the Special

. Trade Representative’s office which will be in place, assuming you are confirmed,
‘to earry out the many complex negotiating objectives? —

Answer, In the initial phase of the negotiations, the United States expects

. iImportant work to get underway on tariffs and nontariff barriers affecting both
agricultural and industrial products, sectors, safeguards, tropical products and
perhaps certain special characteristics of agriculture. We have already identified

“certain priorities for most of these areas. In the case-of tariffs our first priority

~will be to gain agreement on a tariff negotiating plan including a formula of
general application which hypothesizes a substantial reduction in rates of duty. In
the NTB area, the initial work program includes subsidies/countervailing duties

-‘and product standards, two of our three priority NTBs for the négotintions; the
third priority NTB, government procurement, is presently being discussed in the

"OECD, but we expect 1t will be moved into the MTN at a later date. In parallel

~with the work on tariffs and NTBs, we expect. to identify for priority attention

-certain product arear where the sectoral negotiating technique may be appropri-
ate. The U.8, has joined with other countries in 4 commitment to give priority
treatment to tropical products, and negotiations in this area are now underway.
Work on safeguards is expected to move more slowly, concentrating first on the
development of an agreed conceptual framework for a new international mecha-

“nism,. Other subjects for the negotiation, such as new rules governing access to

“supplles, are expected to be taken up later in the negotiations. '
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It is our intention to consult intensively with U.S. industry, agriculture, and
labor in developing our negotlating positions. In this connection, you will be
glad to know that the Industry Consultations program Is now fully operative,
with 27 sectoral committees functioning as well as the Industry Policy Committee.

In regard to the structure of STR, one of my first priorities will be to examine
carefully the operation of the current organization in light of the needs of the
negotiations and the interagency mechanism. Only then will I be able to make a
Judgmenton this issue,

Question. Can you give us your views on how you intend to work closely with
the Congress during the course of these negotlations? Will there be regular meet-
ings, free access to you and your deputies?

Answer. 1 intend to keep the Congress fully informed at every stage of the
negotiations. I will hold frequent meetings with members of the Senate Finance
Committee and the House Ways and Means Committee and will welcame their
views on any negotinting matter. In addition, I will assure cooperation and
coordination at the staff level. I understand that close consultations between the
Commnittee and the Office of the Special Representative have already begun. If
appropriate, periodic meetings will be instituted to assure full and complete
consultations.

Question. There is considerable discussion about renegotiating the counter-

‘valling duty law of the U.S. The only two points I would like to make is whatever

changes you consider must, of course, come hack to the Congress and it would
scem to me that these two elements are essential: (a) there must be real reci-
procity in terms of what our foreign trading partners do with respect to their sub.
sidies,.and (b) any injury requirement must not be along the lines of the inter-
national antidumping code which would have made it virtually impossible for
the Tariff Commission to ever define dumping in the U.S. market. The Congress
rejected the international antidumping criteria, and I would think that we would
reject an international countervailing duty code if it came to us with the same
stringent injury test. -

Aunswer. Our major objective in the subsidy/countervailing duty negotiations
is to reach agreement to control the use by foreign countries of subsidies that
distort international trade. These rules for subsidles must be sufficiently strin-
gent to ensure that any change to our countervailing duty practices will not
jeopardize the legitimate protection of U.S. Interests. Conversely, our counter-
valling duty law must not be modified in such a way that it cannot be effective

when.needed.
Maroh 7, 1975.

“Ion. FREDERICK B. DENT,

Secrctary of Commerce,
Washington, D.C. :

DEAR MR. SECRETARY : On February 27, the Department of Commerce announced
a new method of measuring the nation’s balance of trade, a method which will
~alue both imports and exports on a “free alongside ship” (f.a.s.) basis. Formerly,
only exports were valued on the f.a.s. basis, while imports were valued on the
fob.orcit basis. - o

The f.a.s. method of valuing imports, as I understand it, does not reflect charges
assoctated with the cost of loading cargo from dock to vessel in the port of expor-
tation. The effect of the Department's decision is to reduce even further the sta-
tistical value attributed to imports and to give the appearance of a balance of
trade deficit somewhat smaller than the deficit as measured on an f.0.b. basis
and considerably smaller than the deficit as measured on c.i.f. basis, For example,
for the month of January, 1975, the trade deficit reported by your Department on
the new f.a.8. basis amounted to $210.5 million (seasonally adjusted). For the
month, the-nation’s trade deficit on an f.o.b. basis was $247.4 million and, on a
«.1.1. basis, $052.6 million. - : . I :

The Trade Act of 1974 (Public Law 93-818) as you know, authorizes the Execn-
tive to engage in a series of multilateral trade negotlations during the next five
years. As we approach those negotiations, 1 believe it is essential that our Gov-
ernmerit, the American people, and our trading partners each have a realistic
appreciation of the actual trade balance of the United States, as measured on &
‘basis which is comparable with the basis used by most other countries. c
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Accordingly, I would appreciate receiving from the Department of Commerce a
memorandum providing the reasoning and data supporting the Department’s de-
cision to adopt the new f.a.8. method of import valuation at the earliest possible
date. Specifically, I would appreciate responses to the following interrogatories :

1. What were the U.S. trade balances for each month and for each year during
thierpg,at three years as calculated on each of the three basis (f.a.s., f.0.b., and
cl.t.)?

2. Which countries employ the f.a.s. method of fmport valuation?

3. What is the principal method of calculating trade balances of most other
countries?

4. How can the Department’'s decision be reconciled with the legislative intent
of the Committee on Finance as expressed in I'ublic Law $3-018 and in the accom-
panying Committee Report?

I would very much appreciate receiving this information in time to discuss it
during your forthcoming appearance before the Committee in connection with
yvour nomination to serve as Special Representative for Trade Negotiations.

With every good wish, I am,

Sincerely,
Russerrn B. Loxg,
Chairman.

THaE SECAETARY OF (COMMERCE,
Washington, D.C., March 17, 1975.

Hon. RussrLL B. Loxg,
U.S. Senate, Washington, D.C.

DeAr SENATOR LoNG: This is in reply to the four questions in your letter of
March 7, regarding the new method of valuing U.S. imporlg, which was recetved
in my office only this afternoon.

1. The U.S. trade balances for each month of the past three years are shown in
the attached table for two basex: (1) Customs value imports/f.a.s. exports, and
(2) Balances based on f.a.s. transactlon values for tmports and exports are
shown for the months of 1974, the oniy past period for which they have been
compiled. We regret that data are not availalle to permit f.a.s. balances for
1972 and 1973.

2. So far as we are aware, most countrles use transaction values for the basic
cost of their commodity imports, but none values mports free alongside the ship
(f.a.8.) in tbe foreign country.

3. The method of calculating trade balances uxed by most nations is c.i.f.
imports/f.0.b. exports. Notable exceptions among our tmajor trading pariners ave
Canada, France, Japan, United Kingdom, each of which publishes its overall
trade balance based on imports f.0.b./exports f.0.h.

4. The decision to shift one method of measuring the nation’s balance of trade
beginning January 1975 to an f.a.s, transaction value from the customs valnation
was made by the Office of Management and Budget after considerable consulta-
tion with the Interagency Committee on Forelgn Trade Statisties In order to value
exports and imports in the same manner. This decision was unrelated to the Trade
Act of 1974, The Department continues to publish a c.L.f. trade balance when the
export and imports values are published each mouth, as requested by the Com-
mittee on Finance. I recognige that the subject of the proper and most informa-
tive method of valuing exports and imports is one that has been of particular
interest to you and the Committee on Finance. The Departinent {s now publishing
import trade data on a c.,f. basis, which of course, the Committee has wished
us to do for some time, and trade balance figures to reflect this. We trust that
-these data on a.ci.f. basis serve their intended purpose of providing additional
analytical information.

8incerely,

Frep DENT,
Scerelary of Commerce.
— Enclosure, : _
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U.S. TRADE BALANCES, 1972-74

{Miltions of doilars}
1972 1973 1974
Customs  Estimated Customs  Estimated Customs Cit. Fas.
import c.if. import import c.i.f.import import import  transaction
Month vatuet * value valuet value value ! value values
3 —289 —598 +614 +131 653
—913 —413 —136 +175 —333 1232
—913 —102 —422 —~160 —685 —~116
—857 +133 —183 +44 —531 +-83
—869 —142 —478 —~674 -1, 269 —612
—760 7 —338 313 -9 —257
—~160 +37 —307 —655 -1, 303 —610
—314 +-32 —323 —958 ~1,619 —882
—108 +176 +443 —384 —982 —302
—106 4589 +235 —189 —718 —96
—984 +19¢ ~—200 —91 —680 +9
—144 4658 +286 ~—453 -1, 080 —338
—9, 663 +1,348 —2,376 —3,065 —10,089 -2,311

t Exports are valued f.3.5.; imporls, generally 8t prices in principal foreign markets.
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