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PRIVATE ADVISORY COMMITTEE REPORTS

Section 135 of the Trade Act of 1974 requires the
private advisory committees for trade negotiations to re-
port their evaluation of the Multilateral Trade Negotiations
to the Congress. The report of the Advisory Committee for the
Trade Negotiations has been separately published. The Com-
mittee notes that, in some cases, the report appearing below
are preliminary reports which could be changed before they
are approved by the relevant advisory committees. At the time
of publication of this record, the Committee had not received
reports from the labor advisory committees.

I



THE SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS

WASHINGTON
20808

9 JUN 1979

Honorable Russell B. Long
Chairman

Senate Committee on Finance
washington, D.C. 20510

Dear Chairman Long:

Pursuant to Section 135(e) (1) of the Trade Act of
1974, I am herewith transmitting the reports of
the Industry Policy Advisory Committee and Indus-
try Sector Advisory Committee on the Multilateral
Trade Agreements submitted on June 19 to the
Congress for approval. The reports are no longer
classified and are available to the public.

The Labor Policy Advisory Committee and Lakor
Sector Advisory Committees have not yet prepared
any reports, although we have requested them to
do so. Agriculture committee reports and the
ACTN reports of the Advisory Committee on Trade
Negotiations are being transmitted separately.

W
//Robert S. Strauss
Enclosures

cc: Abraham Ribicoff
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INDUSTRY POLICY ADVISORY COMMITTEE

The Industry Policy Advisory Committee is required by
the Trade Act of 1974 (PL 93-618) to report to the President,
to Congress and to the Special Representative for Trade
Negotiations its collective opinion regarding MTN Agreements.
This opinion shall advise whether the Agreements, taken as a
whole, "promote the economic interests of the United States”.

The following statement is a partial and preliminary
report of the IPAC.

It covers:
Pirst Specific reports on Non-Tariff Codes

A. Agricultural Agreements
B. Aircraft

C. Counterfeiting

D. Customs Valuation

E. Framework

F. Government Procurement
G. Licensing, Import

H. Safeguards

I. Standards

J. Steel

K. Subsidies and Countervailing Duties

Second This report does not deal with Other Non-
tariff agreements or Tariffs as the Committee is not informed
as to their provisions.

Third The Committee points out that the overall
acceptance of all Agreements is dependent on the balanced
effect of the package.

Fourth The Committee is particularly interested in
the Agreements' implementing legislation, including agency
creations or assignments and the prospective regulations
that will derive from that legislation and the impact of
such on U.S. companies operations. The Committee hopes to
constructively influence such implementation.

Fifth The Committee is also interested in an adequate
p— . . o o
institutionalization of agencies and programs of an on-going
nature that will permit domestically and/or internationally

(YIX)
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A review process

Amendments or changes

A central entity to receive appeals for
and to represent U.S. interests

Maintain some degree of the consultative
process damestically similar to IPAC/ISAC

so as to further optimum modernization and liberalization of
trade rules in the interim from the.effective date of this
Agreement and a possible future round of MIN negotiations.

The Committee will render a more complete report

shortly after revelation of the other) provisigns of the
Agreement. //;3? / ( ;’

C'/ ' ] / \ .
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/" Robert W. Galvin
Industry Chairman
February 15, 1979



A. AGRICULTURAL ACREEMENTS

The Committee took note of the Agreements concluded
with respect to agricultural trads, The Ccaumittee held the
view that these agreements did not significantly affect its
interests.



B. AIRCRAFT AGREEMENT

The Industry Policy Advisory Committee concludes that
the proposed Aircraft Agreement promotes the economic
interests of the U.S. and recommends its approval by Congress.
(This advice is subject to the qualification that the
proposed draft which IPAC reviewed, although presented as
substantially complete, is still subject to final negotiation).

The adoption of the Aircraft Agreement will recognize
not only the importance and uniqueness of trade in civil
aircraft but ensure that U.S. private industry has a reasonable
opportunity to compete with nationalized industries which
have developed and will continue to develop competitive
aircraft.

The Aircraft Agreement will be signed, it appears, by
the EC, Japan, Canada, the United States, Sweden and Switzerland.
The U.S. industry believes that the benefits and responsibilities
accruing to the signatories should be restricted to the
signatories. Countries not signatory to the Agreement
should not, for example, obtain the zero U.S. tariff which
will open the U.S. market to foreign aircraft. The aircraft
tariff should, in addition, cover all aircraft parts. The
present tariff codes which, to a considerable extent, use
generic headings for equipment which might be used for a
variety of purposes, must be altered equally and completely
by all the signatories.

The Aircraft Agreement addresses many of the non-tariff
measures of concern to the industry and takes the first
major step towards bringing such non-tariff barriers (NTBs)
under control on an international basis. The NTB provisions
are complex and clearly open to a variety of interpretations
as well as possible avoidance. The U.S. government, in
cooperation with industry and labor must develop through
enabling legislation, a method of monitoring and responding
to questions resulting from actions under this Agreement.
This does not imply that the other signatories are either
less trustworthy or more scrupulous than the U.S., but it is
a recognition that a few paragraphs drafted by negotiators
necessarily seeking an acceptable compromise will not serve
as a guide book for the future without much interpretation
and consultation.



C. COUNTERFEITING

The Code on Commercial Counterfeiting was i: itiated by the
U.S. in response to the world-wide awareness and interest
on the part of consumers in certain internationally
recognized and popular products.

This Code is well drawn and the IPAC endorses it and
recommends its adoption to Congress.

The IPAC recommends that in the drafting of implementing
legislation for this country the definitions of counterfeiting
be made clear and unequivocal and not too broad for definite
identification, so as to give predictability to the process

of enforcement and avoid injury resulting from goods being
tied up in long disputes.
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D. CUSTOMS VALUATION

The Industry Policy Advisory Committee concludes that
the proposed GATT Code on Customs Valuation promotes the
economic interests of the U.S. and recommends its approval
by Congress. (This advice is subject to the qualification
that the proposed draft which IPAC reviewed, although
presented as substantially complete, is still subject to
final negotiation and the addition of various interpretative
notes.)

The Industry Policy Advisory Committee finds that the
Code will significantly reduce the trade restrictive effects
of various customs valuation procedures currently employed
around the world by providing greater uniformity and
certainty. The Code should prove to be a definite advantage
to U.S. exporters and importers.

The proposed Code internationalizes some of the most
positive features of current U.S. law, as embodied in the
Tariff Act of 1930, and while it will require certain changes
in U.S. law, other countries will reportedly have to change
their laws more extensively than the U.S. in order to
implement the Code.

The IPAC has not attempted to review the Code from the
standpoint of whether it provides equity and reciprocity within
product sectors, feeling that such specific judgments should
more appropriately come from the various ISACs.

——TheIPAC took note of the following special features of
the proposed Code:

1) The Code contains provisions allowing special and
differential treatment for developing countries
for a limited time, although it is not known how
many developing countries will become signatories
to the Code.

2) The Code does not affect application of Sections
806 and 807 of current U.S. law, governing special
customs provisions which are of particular interest
to border industries.

3) The Code contains favorable provisions for the
timely settlement of disputes that might arise
between signatories.
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In addition, the proposed Code raises several
potentially controversial issues, which are likely to be
commented on by various ISACs. These include:

1) Elimination of the American Selling Price system
of customs valuation. ASP would no longer be
permitted under provisiongs of the Code and would
presumably necessitate a change in current U.S.
law,

2) The treatment of intangible assists for customs
valuation purposes. This issue will reportedly be
further dealt with in the negotiations and will
be the subject of an additional interpretative
note.

3) It is not known precisely which countries will sign
the Code. Certain domestic industries have expressed
a special interest in having developing countries
as well as Canada sign the Code. These industries
feel that much of the value of the Code is conditioned
by which countries agree to accept its provisions.

Finally, the Code allows signatories to apply its pro-
visions on either an F.0.B. or C.I.F. basis, in accordance
with each country's current prefetre§ practice.



xv

E. GATT REFORM (FRAMEWORK)

The Industry Policy Advisory Committee concludes that
the proposed Code on GATT Reform promotes the economic
interests of the U.S. and recommends its approval by Congress.
(This advice is subject to the qualification that the pro-
posed draft which IPAC reviewed, although presented as
substantially complete, is still subject to final negotiation.)

This Code contains specific provisions for consultation,
dispute settlement and surveillance through the secretariat
of GATT. These new provisions will give the secretariat
more authority to police and enforce compliance. .

IPAC believes it is important that the developing
countries be brought more fully into the GATT system. The
U.S. already grants special and differential trade treatment
to developing countries. The new GATT provisions recognize
the desirability of this; but also spell out the obligations
of developing countries to assume fuller GATT obligations as
their economic development progresses. We believe this
formal setting-forth of the rights and obligations of
developing countries is a needed step in bringing developing
countries into the trading system.

The abuse of trade measures to solve balance of payments
problems should be exposed and limited. The proposed re-
visions should help accomplish this goal.
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F. GOVERNMENT PROCUREMENT

Background An important U.S. negotiating objective of the
Trade Act of 1974 (Sec. 104) is to obtain in developed
countries equivalent competitive access for appropriate
U.S. product sectors.

A majnr developed country barrier for significant U.S.
product sectors hLas been discriminatory government purchasing
in Europe and Japan. It was therefore desirable to negotiate
a government procurement code that decreases discrimination.

The Proposed Code A code has been negotiated that, will
provide substantial improvement in international participation
in national government procurements.

The code requires a commitment by participating countries
to open designated sectors of their governmental procurements
to other participating countries. Effective procedures are
prescribed to implement this commitment.

Governmental procurement policies and procedures are to
be disclosed and foreign firms will receive "national®, non-
discriminatory, treatment from participating countries.
Information about prospective purchases, criteria for selection
among bidders and other information will be provided to allow
foreign firms to compete effectively.

Information about bid awards will be made available to
bidding firms. (The procedures for making known the
successful bidders price to the losing bidders is not
entirely satisfactory but the procedures can be adequate
if the U.S. government takes a strong stand in supporting
U.S. bidders.)

There are good procedures in the code for evaluating how
well it works. Annual reviews are required and further
negotiation is required every three years to broaden and
improve the agreement.

The code that has been negotiated is a tight code, and
the key issue is the extent to which it can be applied and
the support it receives from the participating couatries.

Coverage of the Code The coverage of the code involves the
countries that sign, the government purchasing entities to
be embraced, minimum value of contracts, and the type of
products.
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The code will not apply to procurements in specified
special situations such as those involving national security
considerations or tied-aid agreements. Services will
generally not be included. There are special considerations
for developing countries.

It is likely that purchases above the range of 150,000
SDR's will be covered although lower levels are being
considered. It appears that not all government purchasing
entities may be included, at least with some participating
countries. Also some product types may be excluded.

U.S. Laws and Preferences Affected The Buy American laws and
preferences and Small Business (Minority) Preferences would
be affected by adoption of the code.

It would seem desirable thet any reductions in U.S.
preferences necessary to implement the code be limited to
procurements above the threshold, i.e 150,000 SDR's. Although
this would make administration by U.3. procuring agencies more
complicated, it would be unwise to eliminate preferences on
smaller contracts as a price for agreement. Smaller contracts
have a major impact on U.S. Small Business which historically
has not been very successful in competing for foreign business
abroad. At the same time, eliminating preferences on small
contracts would clearly bring increased competition from
foreign firms for Small Business in this country.

Evaluation IPAC supports the proposed Government Procurement
Code as a considerable improvement over existing foreign
government procurement practices. Such a code is particularly
important for U.S. business at this time because changed
monetary values and relative inflation rates among most
developed countries have made American products much more
price competitive abroad than was the case a few years ago.

The adoption of this code should result in an improvement
in U.S. balance of payments, and it should bring about a
net increase in U.S. jobs.

The committee recommends the adoption of the code,
limiting U.S. entity coverage to the extent necessary to
match the entity coverage offered by the major European
industrial nations and Japan. With the annual review
required and a further negotiation every three years,
coverage as well as other provisions of the code can be
improved as experience is gained.
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If the U.S. is to benefit from the adoption of the code,
the U.S. government must take a strong and active part in
making it work. While a Committee on Government Procurement
made up of representatives of signators is provided in the
code, enforcement must be on a government to government basis.
Without strong backing from the U.S. government, a U.S.
company would have no hope of redress in case of discrimination
in a government procurement situation.

50-151 0 - 79 - 2
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G. IMPORT LICENSING

IPAC fully endorses the propcsed Code on Import Licensing
and considers it a constructive forward step in removing
unnecessary Administrative impediments to international
trade.

"Red Tape" and needless bureaucratic delays in securing
the required licenses for importing goods into certain
countries have become a genuine barrier to trade.

This is a separate problem from the issue of whether
the need for licenses or quotas is justified. This proposed
Code is not concerned with normal customs procedures, involved
in declaring the nature and value of goods being imported,
or paying the required duties.

The subject addressed by this Code is an administrative
guestion. It has to do with the paper work and procedures
involved in cases where national law specifies that a special
license is needed for the import of goods. The reasons for
the license requirement may vary. Such licenses may have to
do with the foreign exchange situation, or with protection
of local industry, or with technology, or with standards.
Whatever the reason, local laws or regulation require a.
license prior to import.

Securing such a license sometimes becomes an administra-
tive nightmare. The reason for this may be a deliberate
governmental attempt to slow the flow of imports, or it may
be the bureaucratic process at work.

Such licensing requirements and delays tend to be more
frequent in developing countries than in developed countries.
In the interest of easier trade between countries, such
licensing procedures should be made as simple and easy as
possible, if they cannot be eliminated altogether.

The proposed Code in Import Licensing is designed to
reduce unnecessary administrative impediments to trade
caused by excessive delays and paperwork in the securing of
licenses. It is also designed to simplify and harmonize the
ggocedures which must be followed in obtaining an import

icense.
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In particular, it emphasizes the provisions to be
followed in "Automatic import licensing®, in which country
law provides that applications should be freely granted.
Such applications, if appropriate and complete, shall be
approved immediately if administratively possible; and in
any event no later than 10 days following application.

In the case of non-automatic import licensing, the Code
provides for simplified, fair, and equitable procedures; it
also requires governments to publish information concerning
its administration of restrictions, licenses granted, and
statistics about imports and quotas, including market shares
by country or origin.
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H. SAFEGUARDS

Subject to the reservation noted below, we support the
Safeguards Code and recommend its approval by Congress.

The proposed Code on Safeguards is designed to supplement
and improve on GATT Article XIX, which permits a country to
apply temporary restrictions to imports under certain
circumstances. Over the years numerous such temporary
restrictions have been imposed, and in the case of other
nations have often been applied selectively and without
disclosure and sometimes unilaterally.

In over-simplified terms, the proposed language of this
Code adopts the methods and procedures provided for in the
U.S. Trade Act of 1974. The right to use voluntary export
restraints (VER) and orderly marketing agreements (OMA)is
provided, but disclosure of procedures is necessary.

In the draft there are a number of words and phrases in
brackets. Many of these bracketed words and phrases are
unsatisfactory, and it is our negotiators' intention to
retain or substitute language of or consistent with the
Trade Act of 1974.

Language of the following important chapters has not
been settled:

Chapter IV. Nature of Safequard action affecting
- selectivity

If selective action is used it should be sufficiently
inclusive to be meaningful.

Chapter IVbis. Use of export restraints
Chapter VIII. Special benefits for LDC's

For labor intensive products no special provision for
LDC's is warranted.

Incorporating the concepts of the Trade Act of 1974 in
the Code would be a positive step for U.S. industry. 1In the
future, temporary restrictions will be used by other nations.
This Code helps assure that the ground rules will be observed
and procedures disclosed.
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From the legislative point of view there is great
virtue in incorporating the familiar language of the Trade
Act of 1974.

It is important that the provisions on Notification and
Consultation (Chapter V) and Surveillance and Dispute
Settlement (Chapter VI) be so implemented that in the
formation of the committees sufficient weight is given to
U.S. membership so that bloc votes such as the EC will not
have a disproportionate role.

In Chapter I, Determination of Serious Injury should
not be more strigent than in the Trade Act of 1974.
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I. STANDARDS

The Industry Policy Advisory Committee concludes that
the proposed Code on Technical Barriers to Trade (Standards)
promotes the economic interests of the U.S. and recommends
its approval by Congress.

The purpose of the draft Code is to discourage dis-
criminatory manipulations of product standards, product
testing, and product certification systems. The Code,
properly applied and enforced, will improve fair access to
markets for international traders.

The IPAC took note of all provisions of the Code, but
in particular:

Signatories are obliged not to allow standards and
certification systems to be prepared, adopted, or
applied so as to create unnecessary obstacles to
international trade.

National and regional certification systems are to
grant access to certification on an equal basis to
all suppliers.

Open procedures in the adoption of standards is
encouraged. Standards and rules of certification
are to be published. International standardization
is encouraged.

The Code applies to new and revised standards and
certification systems. No change is required of
those existent, although mechanism for their modi-
fication, as required, is provided.

Central governments, state and local governments,
and private sector organizations are subject to the
provisions but only the central government is bound.
"All reasonable means®" are to be used to involve
compliance by those not otherwise bound.

The IPAC wishes to emphasize the importance of the
detailed provisions in the implementing legislation and
regulation. The legislative intent and provisions should
call for the maximum influence of the private sector on the
determination of standards for products, test, and certification;
avoidance of conflicting standards; and simplicity of the
regulations.
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J. OECD STEEL COMMITTEE

The IPAC supports the establishment of the international
steel committee under the auspices of the Organization for
Economic Cooperation and Development (OECD). We feel that
the formation and prospective work of the OECD steel committee
will promote the economic interests of the United States.

In 1978, the U.S. Government successfully negotiated an
international steel arrangement within the OECD in response
to crises conditions which had developed in the steel
industries here and abroad. The arrangement created an
international steel committee as a means for continuing
consultations on steel problems throughout the world which
have, or portend, trade disruptive effects. It also established
principles and guidelines for governmental steel crisis
trade actions. Particularly important is a commitment that
such actions should not shift the burden of adjustment to
other countres. Furthermore, the steel committee has the
responsibility of developing guidelines with respect to
other aspects of national government policies in the steel
sector and reviewing these policies in light of the guidelines
established by the steel committee.

In some important respects, the international steel
arrangement fails to meet the conditions which the domestic
steel industry felt were necessary and appropriate as embodied
in its 1975 proposal to the Special Trade Representative's
Officze. This proposal advocated the establishment of a
standing steel committee in the GATT and an international
safeguard system for steel which would permit countries to
obtain prompt and effective relief from market disruption by
imports. Nevertheless, the steel industry fully supports
the establishment of the OECD steel committee as a significant
step toward resolution of the long-standing problems in
steel trade between countries.

Since the steel committee only recently became operative,
it is too early to judge how effectively it will deal with
these problems. If the members come to grips with them
quickly and constructively, the potential benefits will be
great. If, on the other hand, the committee bogs down in
endless debate or prolonged studies of an academic nature,
the benefits -- if any -- will be minimal and the spirit and
intent of the steel arrangement will be frustrated. The
steel industry is optimistic that the latter will not happen,
and has pledged to work closely and cooperatively with the
government in achieving positive results from the arrangement.
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K. SUBSIDIES AND COUNTERVAILING DUTIES

The IPAC endorses the Subsidies Code and proposes and
recommends that Congress approve it for the long-term
benefit of the American economy. We further recommend that
Congress provide clear and precise implementing legislation
to make the Code effective and practical to administer.

The U.S. has long been subjected to unfair competition
from imports subsidized by foreign governments. From the
start of the Tokyo Round the U.S. has placed strong emphasis
on the negotiation of an agreement to provide greater
international discipline over the use of subsidies.

A major breakthrough has been achieved with the suc-
cessful negotiation of the complex NTB Code on Subgidies and
Countervailing Duties. We applaud the work of the STR in
devleoping a Code which (a) considerably strengthens the
rules on the use of subsidies, (b) provides much improved
transparency concerning subsidy practices; and (c) provides
an effective consultative and dispute settlement process.

The Code tightens the existing rules on an export
subsidy. There is a flat prohibition on the use of such
subsidies on industrial and primary mineral products and a
prohibition on their use for other primary products where
the subsidy results in displacement of nonsubsidized exports
or material price undercutting. In addition, the code
introduces for the first time (a) some effective discipline
on subsidies by LDCs and (b) treatment of domestic subsidies
in a comprehensive manner (including a provision for redress

-where such-subsidies cause trade problems).

This is a positive and forward looking code covering
both primary and non-primary products. It is an important
"first step” towards providing a framework in which to test
and develop more fair and equitable trading practices. It
should be possible to begin to eliminate the unfair competi-
tive advantage of subsidized imports.

NOTE:

The members of IPAC note that approval of the Code by
Congress does not require any change in the U.S. laws
governing DISC. The IPAC strongly recommends that
Congress retain DISC as a proven and necessary incentive
for continued strong growth of American exports for a
healthy economy.
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SUMMARY

Members of ISAC #1 have appreciated the opportunity to
participate in this prégram. The ISAC supports this pro-
gram's objectives and the continuation of a private sector
advisory scheme. Further, members of this ISAC appreciate
the cooperation and assistance provided by the staff of both
the Department of Commerce and the Office of the Special
Trade Representative.

1t is unfortunate,.however, that at the level at which
decisions regarding products were made, policy makers seemed
with notable exceptions to pay very little attention to
advice provided by this industrial sector. The ISAC recog-
nizes that there were various reasons that advice was
neither followed nor properly channeled. In any case, some
key decisions were made which ignored industry input. The
ISAC would have appreciated an explanation as to why actions
were taken which conflicted with industry advice. 1t is the
members' view that notification of the Administration's
decisions and rationale should have been made available when
these decisions conflicted with industry advice, and at a time

~prior to negotiating the U.S. offer.

In both areas of the negotiations, codes and tariffs,
the Administration further opened the already accessible U.S.

market for many of the products of this sector, but obtained



SUMMARY
only token foreign cogcessions in certain competitive product
areas. It is possible that the codes may be implemented in a
manner which may bring opportunities for U.S. agricultural
exports in the distant future. This is, nevertheless, very
uncertain when viewed in relation to the expanded opportuni-
ties for foreign exports to the U.S. market. 1t is unfortunate
that the U.S. negotiating team had to settle on such a dis-
appointing package.

Although the Food and Kindred Products Industry Secter
Advisory Committee is far from satisfied with the Tokyo
Round of Multi}ateral Trade Negotiations we do commend
Ambassador Dent and Ambassador Strauss and their staffs for

their extremely hard work at a most difficult assignment.



2.B. COMMERCIAL COUNTERFEITING

The Committee has considered the issue of commercial
cdunterfeiting, and finds the code generally desirable. The
ISAC believes the matters covered by the code are of interest.
to members of this sector with branded goods. A strong inter-
est was expressed that a provision for expropriated property-

trademark is denied to the expropriating country.



2.C. CUSTOMS VALUATION

ISAC #1 in principle supports the draft Customs Valuation
code. The recommendations and observations of the Food and
Kindred Product sector for improving this code are as follows:
1) Reference Article 8, part 6 - Inclusion of intangible
assists as stated, for dutiable value is unrealistic. From
an administrative standpoint it is highly unlikely that uni-
form accounting standards could be established to effectively
cost these items into the price of the imported products.

They should be removed from mandatory requirements of the
code. Further, it appears that such provision would not
encourage U.S. exportation of technology, hampering both U.S.
companies and beneficiary countries, particularly LDC's.

2) With regard to wine gallon/proof gallon, the distilled
spirits industry is divided with the following views:

The Distilled Spirits Council of the United States, Inc.,
representing the U.S. distilled spirits industry, submits the
following statement for the final report of I1SAC #1.

Most domestic distillers, but not all, oppose changing

the wine-gallon method of tax assessment. There is a signifi-

.

cant minority view on this issue. A change in the wire-gallon
method would increase imports and aggravate the existing

unfavorable trade deficit in spirits, which has quadrupled



2.C. CUSTOMS VALUATION

during the past 20 years until it currently exceeds 635
million dollars. It should be noted that all EEC countries
charge a higher tariff on U.S. spirits imported in bottles
than they do on bulk imports. The difference for Bourbon in
the United Kingdom is 21¢ per proof gallom; in Germahy it is
32¢.

Meanwhilc, sales of U.S. Bourbon whiskey have declined.
Imported whiskey accounts for nearly 47 percent of whiskey
sales in the United States; imported distilled spirits account
for over 28 percent of the U.S. market as a whole.

Changing the wine-gallon method would result in a sub-
stantial loss of jobs in domestic bottliﬁg plants and
related industries and would cause a 110 million dollar re-
duction in Federal revenues, a reduction which can be expected
to increase to 160 million dollars per year within five years.

Because of other U.S. tax provisions relating to imports,
U.Si distillers would be placed at a competitive disadvantage
if the wine-gallon method were changed. Imported bottled

tgoods can be imported directly by a wholesaler, and payment
of the $10.50 per gallon Federal excise tax can be deferred
until after the goods are sold to a retailer. Taxes on

domestic spirits, however, must be paid by the distiller when
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2.C. CUSTOMS VALUATION

they are sold to a wholesaler. Since the tax ($21.67 per
case of fifths at 86 proof) amounts to 64 percent of the
value of shipments by domestic distillers, the privilege en-
joyed by foreign imports of delaying payment of tax until
goods are withdrawn from customs bond for sale to retailers
gives them a significant cost advantage -- amounting to about
38¢ per case.

Foreign producers also need not pay the 30¢ per proof
gallon rectification tax which domestic producers of blended
products must pay. Since all Canadian and nearly all Scotch
is blended, this is a significant advantage enjoyed by imports,
amounting to 62¢ per case of fifths at 86 proof.

The combined advantage over U.S. spirits is $1.00 per
case, which should be compensated for if the wine-gallon
method is to be changed. In the event of a change, the
following concessions to U.S. producers thus are recommended:

I. Extension of Tax Deferral Period

Extend the deferral period for payment of tax on dis-
tilled spirits withdrawn from domestic distilled spirits
plants and plants of producers of distilled spirits iﬁ Puerto
Rico and the Virgin Islands for an additional period of 30

days.



2.C. CUSTOMS VALUATION

1I. All In Bond

All operations at distilled spirits plants (production,
storage, bottling) would be conducted under bond, including
the right to transfer spirits to other bonded premises.

I1.A. Repeal of Rectification Tax

Repeal is recommended only if all-in-bond system

(Item I1 above) is adopted.

II1. Extension of All-In-Bond Concept to Vholesale Level

Within one year of extension of the tax defe-ral pecriod
at distilled spirits plants and plants of producers of di;-
tilled spirits in Puerto Rico and the Virgin Islands, extend
the point of tax payment of distilled spirits shipped in
bond to wholesalers (including Control States) who have
chosen to bond their facilities and have otherwise complied
with relevant government requirements.
IV. Reform of Federal Alcohol Administration Act

g

A violation of provisions of Section 5 of the Act relating

to trade practices may be prosecuted as a criminal offense
under Section 7 of the Act. Most of these "violatiens' would
at the most be subject to civil sanctions if any product

other than beverage alcohol were involved. The Act should be

amended to make such violations civil only, while retaining




2.C. CUSTOMS VALUATION

criminal penalties for such activities a< engaging in

business without the required permit.

V. Designation of Bourbon as a Distinctive American
Product

A commitment should be made by the government to support
industry efforts with the EEC and other foreign government
representatives to obtain recognition of Bourbon whiskey as
a distinctive American product.

M. Jacqueline McCurdy, Joseph E. Seagram & Sons, Inc.
submits the following statement for inclusion in the final
report to ISAC #1.

"Joseph E. Seagram and Sons, Inc., Hiram Walker &

Sons, Inc., Schenley Industries, Inc., Somerset

Importers, Ltd., four of the largest domestic dis-

tillers and Monsieur Henri, Inc., Schieffelin and

Company (all members of the Distilled Spirits Council

of the United States) and many other U.S. importers

of alcoholic beverages, fully support a change in

the wine-gallon method of tax assessment for alco-

holic beverages. The four domestic distillers

produce nearly one half of all domestic spirits

50-31%1 9 - 19 -



10

2.C. CUSTOMS VALUATION

produced in the United States. 1t is their feeling
that the current method of tax assessment has been
a discriminatory trade barrier which upon removal
will stimulate international trade. It is believed
this stimulation of trade in general will produce
benefits and revenﬁes which will far exceed the
reduction of revenue caused by a change in method

of taxation."
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2.D. FRAMEWORK

The Committee has considered the issue of framework and
believes the matters covered by the code are not of signifi-

cant interest to the sector.
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2.E. GOVERNMENT PROCUREMENT

The Committee has considered the issue of government
procurement and believes the matters generally covered by
the code are not of significant interest to the sector.
However, it does appear appropriate to report on the code.
The Committee is informed that the United States intends
to exclude DOD and USDA purchases of food and kindred
prodﬁcts from the procurement code, a position supported

by ISAC #1.
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2.F. IMPORT LICENSING

The ISAC does not support the licensing code to the
extent that it sanctions practices heretofore incompatible

with GATT Article XI and other GATT provisions.
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2.G. SAFEGUARDS

The ISAC endorses the principle of uniform inter-
national safeguard procedures. The ISAC notes the fact
that the United States has thus far been unable to

negotiate a final code.
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2.H. STANDARDS

The ISAC favors the provisions of the Standards Code
which state as a general rule that technical regulations
and standards should not create unnecessary obstacles to
irnternational trade and which call for open procedures
and public participation in elaborating, promulgating, or

amending standards and for their publication.
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2.J. SUBSIDIES

ISAC #1 in principle supports the Subsidies/CVD Code.
However, the ISAC is disappointed that the United States
was unable to obtain a prohibition on export subsidies on
agricultural products comparable to the restrictions achieved
on industrial products. The ISAC believes that export sub-
sidies should be prohibited for agricultural products. The
following are observations and recommendations of the Food
and Kindred Products sector.

1) The injury test adopted into U.S. law should be no
more demanding than that in the code as appears in Section 1-F.

2) In the event the GATT panel under "track II" is un-
‘able to make a final determination the provisional measure
taken should be permitted to continue until the panel makes
its final determination.

3) ISAC #1 is concerned about the definition of primary
versus non-primary products and the effect of these defini-
tions on the fisheries and processed food sectors.

4) 1In the new CVD statute, determination of injury
should be made by the U.S. International Trade Commission.

- 5) 1f a two-price.system is in effect in the United
States for rail or other transportation, any advantage for

exported articles should be considered an export subsidy.
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TARIFF REPORT

The Food and Kindred Product sector does not oppose the
MIN tariff package. while generally acceptable, this ISAC
must express disappointment on the inability of the
Administration in many cases to gain equitable access to
foreign markets in terms of tariffs. This imbalance becomes
more disturbing when one observes the fact that foreign sub-
sidies and quotas for agricultufal products will continue to
exist thereby restricting market access for highly competitive
U.S. agricultural exports.

Canned Food Industry

Tariff concessions obtained by the United States cover
a broad range of canned food products and indicate that
improved export opportunities exist. Further, it appears that
tariff concessions granted by the United States (as of
April 19, 1979) do not appear to jeopardize domestic pro-
duction of canned food products represented by the 1ISAC.
However, Hawaiian pineapple interests are deeply concerned
that the effects of U.S. tariff concessions on pineapple
juice and concentrate will severely injure the Hawaiian pine-
“apple industry. These concessions should be withdrawn.
Canned fruit exporters are disappointed that the United

States did not obtain elimination of the EC variable sugar



18

TARIFF REPORT

levy or its consolidation into the common external tariff
as had been urged in the industry's Section 301 complaint
and in other recommendations.
Fisheries

The fishing industry is concerned about the extent of
U.S. concessions on fisheries tariffs including processed
and canned fish products. Tariff cuts were made on products
which have potential for development and expansion of
domestic production, at a time when U.S. manages the use of
resources within the 200 mile fisheries zone. These con-
cessions amplify the disadvantage of the U.S. fisherman
already caused by foreign subsidization and granted fishing
rights to foreign fleets in the U.S. zone. The U.S. tariff
concessions on fish appear excessive when considering the
fact that the EC has not responded satisfactorily to U.S.
requests and continues to maintain NIM's and high tariff rates
on Eishery products which restrict potential U.S.'exports.

Brewery Industry

The U.S. tariff, since the Kennedy Round, is 6¢ per
‘gallon for imported malt beverages, the lowest of all
developed nations. Foreign tariff barriers are extremely
high and materially restrict U.S. exports of malt beverages.

Although this disparity in access was acknowledged, the
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TARIFF REPORT

Administration still féiled to obtain any foreign concessions
for this industry thus.failing to achieve reciprocity or
equity in market access for this competitive subsector in
terms of either tariffs or NTM's.

Tobacco Industry

Basically believes negotiations have done a good job
and the industry finds the agreements acceptable and
beneficial.

Meat Processing Industry

The U.S. Meat Industry recommended that our trade repre-
sentatives obtain access to the.markets of the developed
countries for U.S. meat. An almost total ban on U.S. meat
has long existed in the European Community. Japan has only
recently permitted a trickle.

The access agreements obtained are a disappointment and
fall far short of the industry's hopes. At the same time,
it must be acknowledged that some progress was made and there
now seems to be a slight crack in doors which have been
firmly clesed. This is significant.

It is vital that no barriers be established or invoked
to inhibit the movement of this additional tonnage of U.S.

meat.
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TARIFF REPORT

Further, it is recommended that a continuation of
bilateral discussions take place in a constant effort to
eliminate the tariff and non-tariff barriers which so
rigidly limit U.S. meat export sales.

Cereal Milling Industry

The summary comments on page 1 of this report properly
describe the situation as it applies to milled products.
While this competitive industry has made considerable
input, little attention was paid to its advice. Instead
of obtaining meaningful tariff and non-tariff concessions
which would represent increased export potential, the
United States has allowed the current inequitable market
access situation to remain. Thus low rates of duty will
continue to exist for exporters to the U.S. market, while
very few meaningful concessions which would increase access
were obtained from our trading partners. Additionally,
foreign agricultural subsidy practices, especially those

existing in the EC, will continue to disrupt the world market

situation for milled and other agricultural products.
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1. Subsidies and Dumping Code

In general, our negotiators have done a good job of negotiating
3 Subsidies Code ard Antidumping Code at Geneva. The important thing,
however, is the implementing legislation, the amendments to the counter-
vailing duty and antidumping statutes which will give practical effect
to the Code under American law.

In order for these statutes to be effective they must contain the
following points:

(1) The amount of antidumping or countervailing duty imposed
should fully offset the margin of dumping, or the net subsidy. There
is no precedent in existing law to impose less than the full amount. To
open to unrestricted subjective determination the imposition of a lesser
amount as eliminating the injury could result in settlement of most cases
at less than the full amount of the dumping margin or subsidy. Settlement
for less than the full amount would not discourage the unfair trade practice
the statutes are designed to prevent.

(2) For an affirmative determination under either statute, subsidized
or dumped imports should be a “cause" of injury to a domestic industry. Thi
is the current test in the antidumping statute. To add to the antidumping
and countervailing statutes a tougher "substantial cause" test from the
escape clause Section 201 response to fair competition would result in a
tougher overall burden of proof in the unfair trade statutes than exists in
the fair trade statute. This is patently not the intent of the Administrati

(3) Injury in both tﬁe antidumping and countervailing statutes shall
be defineq as anythingmore than immaterial or inconsequential. This is a

test similar to that contained in the current antidumping statute. The
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Administration has indicated it does not intend to expand the current test

of injury. By definition, if injury is more than "trifling” it is consequen-
tial or real injury. Relief from real injury should be available, at whateve
level real injury occurs, whether higher or lower on the scale of real injury

(4) From the date of filing the complaint 120 days should be a
sufficient period of time in both statutes for a preliminary determination.
Either too short or too long a period of time for investigation is detrimenta
to the interests of both importers and complainants. Other major govern-
ments are able to act even more quickly on such complaints. The ability
to operate within the proposed time limits devolves on setting priorities,
allocating resources, and ultimately upon the will of the United States
Government.

(5) After an affirmative preliminary determination, cash deposits
equal to the amount of the subsidy or the margin of dumping should be require
Most other countries require cash deposits as an incertive to terminate
dumping. If the final determination is negative, cash deposits with interes*
would be returned. This requirement would cure past abuses. The recent
T. V. imports case is illustrative of the kind of past practice to which
we refer.

2. Counterfeiting Code

The Code as drafted is basically satisfactory. We hope it can be
concluded. It is essential that the pregent provision requiring confisca-
tion of goods as the sanction not be modified. Punitive economic loss to
the offending party must be imposed to ensure that the situation does not
reoccur.

Disposal of the counterfeit merchandise should not lessen the punitive
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economic loss by allowing the confiscated goods to reenter commerce, or

to be utilized by the confiscating government. Both such actions would

be detrimental to normal sales opportunities. The wording in the implement-
ing legislation and the non-tariff Code on counterfeiting should be
strengthened to ensure that total punitive economic loss to the offending
party is achieved by only allowing the disposal of counterfeit merchandise
through destrucfion or donation to charity. Counterfeit merchandise should
not be allowed to reenter commerce even when the obliteration or removal

of counterfeit trademarks or trade names is required; and the confiscating
government should not be allowed to utilize the counterfeit merchandise

in any manner.

3. Customs Valuation Code

None of the provisions of Article 8 provide for the inclusion of
payments made for a quota (or portion thereof) in the dutiable value when
such payment is made by the importer (buyer) or his agent in the country of
export. Inasmuch as such payment, while not reflected in the transaction
value, is nonetheless included in the buyer's cost and will therefore be
reflected in the buyer's use cost or resale price, it should be added to
the declared value.

4. Government Procurement Code

As provided in the Administration's Textile Program, textiles and
clothing covered by the "Berry Amendment" to the Defense Department Appro-
priation Act are to be excluded from the Code's coverage. Thus Defense
will continue to purchase textiles and clothing solely from United States
sources. Both the Code and the implementing legislation should spell this

out very specifically.



5. Safequards Code

This Code has not been completed at Geneva; however, we understand
that negotiations are continuning. Such a Code, if completed, must in no
way impinge upon the GATT Multifiber Arrangement (MFA).

6. Import Licensing Code

This Code is satisfactory as it stands.
1. Standards Code

The United States has surpassed the rest of the world in the develop-
ment of technical and performance standards for textiles and apparel. These
should be applied equally to imported and domestically produced items.

8. Steel Agreement

We have no comment.

9. Aircraft Aqreement

The exemption of textile components from coverage should be spelled
out clearly.

10. Framework Agreement

Paragraph 5, under Point 2A, Draft Declaration on Trade Measures Taken

for Balance-of-Payments Purposes, should be eliminated. The paragraph reads-

"Reaffirming that restrictive import measures taken for
balance-of-payments purposes should not be taken for the

purpose of protecting a particular industry or sector.”

11. Enforcement of United States Rights

Once the Codes and implementing legislation are adopted by lcngress,
private rights of exporters, domestic manufacturers, and importers will e
widely affected. In the United States many persons engaged in such irace
will have access to our courts in order to reverse or modify asminisi=at e

decisions on valuation by Customs, standards of preducts., and cther sudrells
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covered by the Codes. However, the same recourse is not likely to apply
in foreign countries--with the possible exception of the United Kinadom,
if there.

The enforcement procedures under the codes refer only to enforcement
action by other governments. Our Government decisions alone, however, will
also'be open to attack in our courts by private parties. MNot so abroad.

, We therefore believe appropriate provision should be made for equivaler
rights of enforcement.

Ideally, all signatory countries should be subject to the same system
for enforcing private rights against them as exists in the United States,
and where they have no such review of government decisions in their own
courts, they should be answerable to private suits in other tribunals,
possibly of an international nature. Otherwise an inequality of enforcement
will affect all Codes and impair their effectiveness.

We recognize that such an iceal solution is remote and impractical,
though the inequality of enforceability is real, serious, and must be
addressed. Therefore we propose another remedial route.

The Codes provide for grievance procedures to be undertaken by one
country where breaches hgve been committed by another. However, unless
implementing legislation provides otherwise, our Government officials
who are charged with the responsibility may waive rights and do nothing
in the face of code violations by others. It is therefore recommended tha‘
implementing legislation provide that any person whose interests are
adversely affected by any such breach, or any trade association or trade
union representing such interests, may petition the Government for remedia

action; and within a limited and specific period, appropriate officials
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must either take remedial action or furnish a full public explanation, with
adequate supporting detail as to why remedial action is not being taken.
Any such failure to act should be subject to judicial review in a proceedin:
initiated by any aggrieved party.

Further, where our Government does decide to pursue remedial action
against code violations by any other country, private interests of American
business and labor offended by any such breach should be represented in
negotiations and in our Government's presentation of any demands for relief
Inasmuch as such Government action will be a substitute for the initiation
of private suits against the offending country, such representation and
participation by American private interests in devising and prosecuting
any action to be taken by the United States in such circumstances should
involve full disclosure of information to such private representatives and
full consultation with and participation by them in decision making.

12. Private Sector Advisory Committees

The Private Sector Advisory Committee structure as established in
the Trade Act of 1974 has been a valuable mechanism for identifying objective-
and priorities for our Government during the Multilateral Trade Negotiations.
On numerous occasions the Committees provided valuable insights and advice
on the Government objectives and posture concerning foreign non-tariff barrie-
that undoubtedly prevented the seeking or accepfance of unimportant or
improper concessions.

While it is apparent that some consolidation and streamlining of the
Private Sector Advisory Committee structure can be accomplished, the Industry

Sector Advisory Committee on Textiles and Apparel (ISAC 2) should be continue
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as a separate Committee without any further consolidation with any other
industry groups. This Committee already represents a consolidation of two
large sectors. The special situation of the textile and apparel industries
warrants the continuance of ISAC 2 as a separate Committee, especially in
light of the new Administration Textile Program.

13. Licensing of Trademarks and Technology

The apparel industry exports to developing countries are limited.
These industries had the initiative to begin licensing products. Now
developing countries are eliminating this means of selling iﬁ their market.
At the same time these countries are asking for larger import quotas and
lower duties in the United States. We regret this problem was not addressed
at Geneva despite our early request thereon.

14,  Summary Appraisal

Our general conclusion is that, in a spirit of developing freer trade,
our negotiators have concluded a package of agreements which may eventually
facilitate and increase the flow of products between countries on a fairer
basis. However, it would be most prudent of the United States to take a
cautious approach to full acceptance of our trading partners' intentions to
implement these agreements in the same spirit as that usually demonstrated
by our Government. Through a variety of obvious and not so obvious and
devious techniques, many of our trading partners have historically successfull
favored local enterprises at the expense of foreign suppliers. Notwithstand-
ing the agreements on the new Codes, this Committee anticipates that foreign
governments may be slow to provide fair treatment to all suppliers.

The main trading partners--Japan and the European Community--currently

maintain various means to deny foreigners access to their respective markets.
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Japan, through the Ministry of International Trade and Industry (MITI),
exercises strong and effective administrative guidance over the trading
companies which control a major portion of Japanese trade in both directions.

A system which has restricted access of United States and other foreign
textile suppliers to the European market continues in the form of the Rules
of Origin which, in violation of the GATT, were implemented in the early 1960
by the European Free Trade Area and subsequently expanded with the United
Kingdom entry into the European Common Market in the early 1970's. They
now cover trade between these two major blocs and many of their associated
trading partners in the Mediterranean region.

The European Community textile tariff offer is appropriate overall
but is by no means as generous as Brussels would have the world believe. In
some areas duties remain high and especially in the product areas where Unite~
States firms are world competitive.

It is therefore apparent that the Executive and Legislative Branches
of the United States Government must establish the necessary monitoring and
review of these Agreements to determine over the long term that United States
industry, workers, and consumers derive the benefits projected.

The Canadian textile tariff concessions are minimal and the Japanese
ones practically meaningless. United States concessions, while negotiated
with the Community primarily, will be extended to the developing countries
as well, of course. This makes continuation of the Multifiber Arrangement,
and firm administration of United States rights thereunder, of the utmost
importance.

The Administration's Textile Program contains a commitment that a

“snapback clause, effective during the implementation of the MTN tariff
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reductions, which will restore textile and apparel tariffs to their pre-
MTN levels if the MFA does not continue to be in effect or a suitable
substitute arrangement is not put into place, will be adopted as part of
the implementation of the MTN tariff reductions."” Precise language to
accomplish this should be part of the implementing legislation as well as
of the GATT Protocol.

The Senate Finance Committee on April 5 announced tentative agreement
to include in the MTN implementing legislation an extension of the President's
negotiating authority granted by the Trade Act of 1974. [SAC 2 strongly
ooposes any extension of the President’'s negotiating authority beyond its
scheduled expiration date, January 2, 1980. Tariff reductions negotiated
under the Trade Act of 1974 cover almost all of the products imported into
the United States which are subject to duty. These reductions, slated to
be implemented over a period of up to 10 years, were negotiated in the context
of the general economy, as well as the health of the domestic industries
involved. We respectfully subm’t that it would be irappropriate to negotiate
additional reductions in duties before the full effect of the reductions
already negotiated can be measured. Accordingly, we urge that the Congress
not extend the President's negotiating authority given under the Trade Act

of 1974,
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OVERALL

ISAC 3 unanimously supports the results of the MTN and
urges passage of enabling legislation. We believe that on
balance, the wood products industry lost more than it gained in

tariff issues. At the same time, gains in non-tariff codes and
agreements offset the shortfall in tariff results.
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1. TARIFFS

U.S. tariff reduction offers on wood prcducts averaged 53
percent. However, our trading partners have been less generous.

The Japanese bilateral tariff and nontariff settlement is
poor, gaining us only: a 15-25 percent reduction in plywood
and veneer duties extended over an unreasonable period of time;
a delayed 40 percent reduction on a very narrow lumber species
grouping of minimal benefit to U.S. exporters; a 33-40 percent
reduction in reconstituted wood, a small export item; and,
merely a commitment to discuss modification of plywood
standards in the future. On a positive note, our negotiators
gained a 100 percent tariff reduction on doors and window
sashes and a 46 percent reduction on hardboard.

The Australians have given nothing in the MTN. Moreover,
outside the MTN, and even during negotiations dedicated to
reducing trade barriers, they unilaterally increased effective
tariffs by more than 200 percent on the softwood lumber items
most promising for the future of the U.S. trade.

The Canadian negotiation offers a harmonized tariff reduction
on softwood plywood contingent on the establishment of mutually
satisfying North American softwood plywood standards and
indicates a willingness to correct certification methods on
hardwood plywood. 1If this negotiating package is concluded, it
should be beneficial to the U.S. industry.

The EC offer on plywood seems marginally advantageous. A
30 percent reduction in tariff, though not as much as was hoped
for is satisfactory. The 50 percent increase in quota to
600,000m3 is helpful, however, it is still 100,000m3 less
than the voluntary quota afforded in 1978 and 1979. 1In
addition, reduction in thickness affecting this quota provides
some benefit. The EC offer on lumber is according to formula.

The softwood plywood industry and several members of the
ISAC véquested certain U.S. tariff actions that were denied by
the USG.
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2.B. COUNTERFEITING

ISAC 3 supports a code on commercial counterfeiting.

We have industry grading and verification systems in wood
products with considerable integrity. Furthermore, a number of
products have brand names of long standing. The counterfeiting
code appears to give protection and remedies in world trade
that had not existed heretofore. However, we also recommend

the inclusion of copyrights. 1In addition, we strongly urge
that certification marks be included.
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2.C. CUSTOMS VALUATION

ISAC 3 supports the Customs Valuation Crde agreement. We
are particularly supportive of transaction value aspects of the
code.

In supporting the Customs Valuation Code, ISAC 3 believes
that optimum code benefits will be achieved only through
satisfactory implementation of enabling legislation.
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2.D. FRAMEWORK

ISAC 3 supports the various agreements making up the mod:ifi-
cations to the Framework of the GATT conditioned on enactment
of satisfactory implementing legislation.

The complaint and dispute settling mechanism appears to
offer an improved means of dealing with trade disputecs.
Continuing negotiations on export controls could help the wood
industry resolve supply issues.

The LDC's are now, and can increasingly become, major
competitors to U.S. wood products producers. Thus, a means of
graduated and timely withdrawal by them from preferential
arrangements gained through their LDC status will assure
equitable competition in the U.S. and in other countries.

The criteria necessary to show balance of payments
difficulties seems to benefit the U.S.
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2.E. GOVERNMENT PROCUREMENT

ISAC 3 supports the intent of Government Procurement Code.
We particularly endorse the transparency provision but cannot
evaluate whether wood products would benefit or be damaged from
code until transparency is achieved,

We believe that implementing legislation should require
very close monitoring.

We are not sure whether the wood products industry will
benefit or be harmed to any significant degree from this code.
We have little evidence that our industry has been
discriminated against by foreign government buying practices.

On the other hand, the code, particularly its transparency
provisions and mandatory coverage of specified foreign
agencies, does seem to benefit U.S. industry as a whole and
might benefit the wood products industry in the future.
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2.F. IMPORT LICENSING

ISAC 3 supports the Import Licensing Code.

Due, however, to the traditional channels with the

international trading of wood products, no ISAC member has
personal knowledge of difficulties in this area, although they
may exist. Implementation of this code should benefit in
principle any U.S. exports.
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2.G. SAFEGUARDS

ISAC 3 supports the Safeguards Code contingent upon our
review in its final form, It seems to benefit U.S. exporters
generally.

The code, as finally drafted should give the U.S. producer
the same protection domestically that he has had under the

Trade Act of 1974.

We would also encourage U.S. negotiators to agree to let
safequards be used selectively.

Implementing legislation must include steps that speed up
processing safeguard claims.
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2.8, STLNDARDS

"534 3 csupports the standards code with reservations.

n the positive side the code offers a vehicle for U.S.
o0d products exporters to deal wich major nontaciff barriers
*hat »xist in many countries.

Turther, the code provides for potential agreement bLetween
countries on reciprocal acceptance of standards. The poatential
here is excellent, even though there will be practical problems
of implementation. .

In addition, the code encourages acceptance of reciprocal
~ertification. This can provide advantages to U.S. producers.

Because of variations in wood species, performance
standards are generally preferred by the wood products industry
and we note that they are encouraged by the code. This is a
major advantage to the U.S. wood products producers, who have
iong argued for performance standards as opposed to any other
kind of standard. .

Also the code provides a means for channelling and settling
disputes. Time limits exist for international dispute
settlement procedures. We would urge rapid processing of
complaints to be indicated in the domestic implementing
legislation.

Finally, the code encourages che long term establishment of
international standards. This may provide some advantages to
the U.S. exporter.

However, the possibility that international standards that
are detrimental to our industry may be established, plus the
clear statement that government will use all reasonable means
available to encourage private standard conformity, may bode
problems for the U.S. wood products industry. Therefore, the
enabling legislation should avoid making adoption of
international standards mandatory.

In addition, ISAC 3 urges enabling legislation to be drawn
so that voluntary standards use will not be denied U.S.
producers unless the standards complained of were expressly
developed to provide obstacles to international commerce.

We oppose undue USG regulation of private industry
standardization activities, as exemplified by current FTC
proposed trade regulatory rules on standards. Enabling
legislation should not reflect the same philosophy.

BEST COPY AVAILABLE
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2..7. SURSIDIRS

1Al P supports the Subsidies/Countervailing Measures Code.

“ons o countries subsidize their forestry and wood nroducts
ronalactu-ing industries. Fucrtiner, some provide under certain
ccumstances, subsidies specifically for export. The code
"latlv prvohihits the latter and gives added and needed

“rotection against internal subhsidies.

The procedures which force signatory LDC's to phase out
these 2xpnrt subsidies enhances U.S. industry's corpetitive
ncoesition both here and abroacd.

Further, the broadened injury test seems to offer benefits
t0 Jomestic industry and the concep* of serious prejudice
appears to benefit U.S. exporters.

The use of DISC has been a major asset in increasing
exports and would be a major loss if it were relinquished.

. BEST COPY AVAILABLE
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1. OVERALL

ISAC #4 representing the American pulp, paper, and
paperboard industry reviewed the progress made to date by
the U.S. Government on non-tariff codes. From the onset of
the Tokyo Round, the U.S. paper industry supported liberali-
zation of trade as the best means of increasing U.S. exports.
Lack of transparency, arbitrary trade actions by foreign
governments and growing interference with the flow of trade
led our ISAC to believe that intermationally agreed upon
non-tariff codes would be essential if long-term trading
conditions are to be improved.

For the paper industry, the prime objective in these
negotiations has been reduction of tariffs. Nevertheless,
reduction of non-tariff barriers is significant for our
industry because of the impact that the overall increase in
U.S. exports has on the paper industry's indirect exports,
i.e., domestic sales of paper industry products that take
place only because of the export demand for the products of
another industry. As the overall trade increases, so do
paper industry indirect exports. Packaging is the most
easily understood example, but there are several other
forms of indirect exports. We estimate the paper industry's
indirect exports for 1977 at about $5 billion.
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1. OVERALL

Although a number of important details must still be
negotiated in some of the codes, we believe that the U.S.
Government has achieved a mumber of major breakthroughs
toward improved international discipline, greater trans-
parency of trade actions, and settlement of disputes --
all the essential prerequisites for an expanded world
trade.

Whether the non-tariff codes will achieve their
objectives will depend, to a major degree, on the effective-
ness of their future enforcement. Consequently, we would
like to emphasize, at this time, the necessity for future
consultative arrangements between the govermment and industry.

In negotiating the non-tariff codes, the U.S. Government
has had to meet some of the demands of other negotiating
nations. On balance, however, we feel that reciprocity will
be achieved to a degree consistent with the objectives of
these negotiations.

ISAC #4 believes that implementing legislation should
include certain points to assure that full benefits of the
agreements are realized. Our recommendations are included

as a part of this report.
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2.A. AIRCRAFT AGREEMENT

The Committee has considered the Aircraft Agreement
and believes the matters it covers are not of significant
interest to this sector. For this reason, it does not

appear appropriate to report on the agreement.
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2.B. COUNTERFEITING

The Commercial Counterfeiting Agreement essentially
extends U.S. law on this issue to our intermational
trading partners. The Agreement will be indirectly beneficial
to the paper industry to the extent that U.S. exporters of
trademarked merchandise use paper to produce, or to package,
these products. This ISAC endorses recommendations made by
the U.S. Chamber of Commerce that certain due process safe-
guards be included in the final agreement.
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2.C. CUSTOMS VALUATION

The Customs Valuation Agreement should be of signifi-
cant benefit to exporters of those paper products with
higher value added. The paper industry also will benefit
indirectly through exports of products that use paper, as
for example in packaging or publications. These benefits
will come through the anticipated redudti?n in the arbitrary
"uplifts' to prices ~-- sometimes exceeding 50 percent -- so
often applied by foreign govermments before assessing
duties.

There should only be a minor reduction in protection
for all U.S. industries resulting from this Agreement. The
American Selling Price system -- the major non-tariff
measure in U,S, valuation law -- used for chemicals, rubber
footwear and certain other products, is to be replaced by
tariff rates that should give equal protection. A worth-
while benefit of this agreement is the elimination of many
technical problems present in current U.S. customs valuation
law.

The agreement provides a choice of using FOB or CIF
valuation. At this point in time, this Committee believes
that it is appropriate for the United States to remain on

an FOB valuation basis.
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2.C. CUSTOMS VALUATION

The Committee supports continuing efforts by the U.S.
Govermment to secure maximum participation by less

developed countries.
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2.D. FRAMEWORK

1. Enabling Clause/Reciprocity/Graduation

ISAC #4 agrees with the principles outlined in this
section of the Agreement. Full reciprocity from developing
countries cannot be expected, but contributions from
developing countries should be subject to 'graduation,’
i.e., their contributions should increase consistent with
their stage of development and future development needs.
This will meet our objective that developing countries
accept greater obligations under the GATT as their economic
conditions improve. We are also in full accord with the
proposition that special and non-reciprocal treatment of
the developing countries by the developed countries is a
voluntary not a mandatory action within the framework of
the GATT.

2. Trade Measures for Balance of Payments Purposes

We support the objectives stated in the preamble to
this section of the framework agreement and the provisions
which call for signatories to give preference to those
measures having the least disruptive effects on trade. The
notification and consultation provisibns also provide a
significant step forward. 1In general, this section of the
framework agreement is likely to provide for greater equity
and fewer disruptions of trade when measures are invoked

for balance of payments purposes.
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2.D. FRAMEWORK

3. Safeguard Action for Development Purposes

This section of the framework is completcly acceptable.
Broadening the provisions of Article XVIII does not create
problems for our industry since the objective of minimizing
trade disruptions when such actions are taken is still a
part of Article XVIII.

4. Dispute Settlement

The dispute settlement provisions are acceptable.
ISAC #4 recommends that, to the extent possible, the time
limit for panel proceedings on conflicts not covered by
specific agreements be strictly adhered to.

S. Export Constraints

It is unfortunate that it has been impossible to
negotiate a draft to modify existing rules in the GATT with
regard to export controls. ISAC #4 urges the United States
Govermment to continue to press for resolution of this
issue in the post-MIN period. Although recognizing that
improvements in dispute-settlement procedures will help
reduce arbitrary invocation of export controls, this area
should continue to be one of high priority for subsequent

negotiations.
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2.E. GOVERNMENT PROCUREMENT

It has been most difficult to discourage discrimination
in Government Procurement because of existing preferences
for domestic suppliers and the non-existence of a comprehen-
sive control system. A Govermment Procurement Agreement for
insuring competition is much needed, but its success will
depend on the effective monitoring of performance by others
under this Agreement. We strongly endorse the U.S,
negotiating objective of transparency by the signatories to
the Agreement. Unless the enforcement procedures insure the
total openness or transparency, perpetuation of the present
discriminatory system of government procurement will result.

In regard to Scope and Coverage, we expect that the
principle of equal trade opportunity will be maintained and
that allowed exceptions will not be abused to permit discrim-
ination against U.S. suppliers.

It is important in the case of Special and Differential
Treatment for Developing Countries, that realistic con-
siderations be made to accommodate their financial, trade,
and development needs. However, when they reach the stage
of advanced industrial countries, they must accept the full
obligations of this Agreement.

This Committee encourages inclusion of additiomal

entities and a lowering of the threshold level.
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2.F. IMPORT LICENSING

ISAC #4 is in full agreement with the principle that
import licenses covered by "automatic" licensing systems
should be granted promptly (i.e., within 10 working days
from time of applications). Decisions on whether or not to
grant non-automatic licenses also should be made promptly.
We are fully in accord with the principle that the period
of duration of a license should be long enough not to
preclude importation from taking place. Further, we
believe that the provision of information concerning the
number and value of licenses granted (in the case of non-
automatic licensing systems) and the publication of infor-
mation on the administration of quotas will work to
liberalize trade, especially with developing countries
where problems with such systems are the most common.

ISAC #4 believes that further development of the
section on consultation and dispute settlement might be
useful to clarify the relationship between the licensing
agreement and the GATT Articles XXII and XXIII.

ISAC #4 also would urge that continued efforts be made
to have developing countries accede to the agreement. In
addition, it is wvital to have a central point in the United
States Govermment to which specific complaints can be brought
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2.F. IMPORT LICENSING
and from where information can be obtained. We hope, there-
fore, that this will be included in our own implementing

legislation.



2.G. SAFEGUARDS

The comments of this ISAC pertain to the present draft
of this agreement.

ISAC #4 fully endorses the basic principles of the safe-
guard agreement and recognizes the necessity for affording
temporary relief to domestic producers from seriously injuri-
ous import competition.

We are in concert with the basic philosophy that safe-
guard action should be restricted to those areas established
under GATT Article XIX and be in accord with other provisions
within this code. We recognize that compliance depends upon
the obligations accepted by the parties concernmed and it is
hoped that safeguard actions taken outside the scope of GATT
Article XIX will be kept to a minimupm.

The factors set forth for the determination of serious
injury are acéepcable and should offer a broad emough
spectrum of consideration for any injured party.

The conditions of safeguard set forth in chapter 2
embrace the basic principle of offering temporary relief to
the injured party and not establishipg a permanent barrier
to trade. The determination of a representative previous
period should perhaps be more definitive.

ISAC #4 endorses the principle of negotiated selective
safeguards as being the fairest manner of employing safe-
guard action and the least injurious to third parties. 1t
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2.G. SAFEGUARDS
is hoped that this method will become the basic text of
chapter 4. We do not support any action that would disrupt
third party markets and believe it is the responsibility of
the major parties concerned to avoid such disruptions.

We fully endorse the formation of a comig:tee to sur-
vey and settle disputes arising from safeguard actions. A
yearly review of any actions in effect should be made and
corrective recommendations should be suggested to the
parties involved.

This industry recognizes that special benefits must
be afforded developing countries and that, if safeguard
actions must be taken, care must be exercised to minimize
negative impact on their economic development. The deter-
mination of the attainment of higher level of development
by these countries may produce a grey area and should
perhaps be determined by the committee. We would hope the
text of chapter 8 would provide for this.

It is the recommendation of ISAC #4 that any and all
safeguard actions should terminate in not more than a 5-7
year period. This is consistent with tk2 principle of
offering temporary relief to concerned parties while main-
taining free and open worldwide" competition.
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2.H. STANDARDS

This industry represented by ISAC #4 produces a wide
variety of products utilizing mechanical and chemical wood
pulps, recycled and synthetic fibers and other raw
materials. The products of the paper industry are manu-
factured to standards and technical specifications which
meet the requirements of the end-users of these products.
Even though the U.S. products might be fully acceptable to
the end-users, our trading partners have been able to in-
troduce product specifications and standards that best
suit their individual situations resulting in standards
which discriminate against paper products produced in the
United States.

The standards agreement will help prevent manipulation
of product specifications and standards to discriminate
against imports.

The agreement also allows the use of voluntary stan-
dards, a provision strongly endorsed by this ISAC.

The Comnittee believes the standards agreement to be
a realistic and workable approach to the question of
technical barriers to trade and suppofts its adoption in

the form set forth.

50-151 0 - 79 - 6
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2.1I. STEEL

The Committee has considered the issue of Steel and
believes the matters covered by the code are not of sig-
nificant interest to the sector. For this reason, it does

not appear appropriate to report on the code.
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2.J. SUBSIDIES

We endorse the results of the negotiations on subsidies
(countervailing duties and antidumping) covering direct and
indirect export subsidies, and non-export subsidies under the
two-track system of enforcement. The existing U.S.
countervailing law has proven to be difficult to enforce.
Therefore, what the United States may appear to sacrifice in
having to institute an injury test is more than offset by the
advantages that accrue to U.S. industry by this two-track
system of enforcement.

ISAC #4 believes that the modification of Track I and the
institution of Track II greatly enhance the international
approach to a fair treatment for U.S. products on a worldwide
basis particularly if an international panel is established to
put real teeth into the enforcement procedures.

We are in agreement that the proposal be approved to
introduce into the Antidumping Code injury/causality/regional
market criteria and the transparency provisions (i.e., public

notice requirements, etc.) negotiated in the subsidy/CvD

context.
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2.J. SUBSIDIES
While we have been advised that no action will be

proposed in the MIN negotiations or to Congress regarding
DISC, we want to go on record that the advantages which
accrue to our trading partmers from such things as border
taxes, indirect taxes, etc., make it advisable to maintain
DISC in its present form both as an export incentive and a
future negotiating tool. Until some reasonable resolution
can be reached in an internmational tax conference, we urge

the Government not to forfeit the advantages of DISC.
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PRELIMINARY REPORT ON TARIFFPS

For the U.S. paper industry, tariff barriers are the most
important obstacle to trade. Without tariff reductions, the
U.S. paper industry faces high tariffs in Japan and Canada--two
potentially important markets. Our largest market is the
European Common Market and there we are confronted not only
with high tariffs (8-14%) but, what is more important, with the

lack of tariff parity with our major competitors--the Nordic

countries. This lack of tariff parity came into being when the
EC and EFTA countries agreed to create free trade zones between
these two large trade blocs. Consequently, by January 1, 1984,
all imports from Scandinavian countries will enter the EC duty
free. In such products, as for example, printing/writing
papers and coated bleached kraft board used in packaging, the
disparity in tariffs is already 6%. For uncoated kraft paper
and board the disparity is now 4%. Without the reductions
anegotiated in the MTN, this disparity wiil widen endangering
our very presence in that market.

It is for these reasons that ISAC 4's prime objective in
these negotiations was significant reduction of tariffs. Wwe
should stress that the U.S. paper industry, when not hindered

by tariff and non-tariff barriers, is cost competitive anywhere
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PRELIMINARY REPORT ON TARIFFS

in the world and, based on a renewable resource, is a natural
long-term exporter.

In its advisory report, this ISAC identified three
markets--EC, Canada and Japan--as the most important to
achieve tariff concessions. In addition, we also identified
other specific countries where reductions of tariffs on specific
paper products would be helpful.

At this point we can only present to Congress our pre-
liminary assessment of the results of tariff negotiations in
our sector for two reasons:

1. 1In the EC, the offer on tariffs in the major product
area "kraft paper and paperboard" cannot be evaluated because
a question of the definition of these products--a key ingredient
in U.S. requests=--has not yet been resolved. ISAC 4 evaluated
EC objections to the U.S. request for a change in the EC
definition on kraft which constitutes a major non-tariff barrier.
The U.S. offered a fair and equitable solution to the problem,
but as of this date, the issue is still pending. For the U.S.
paper industry, the value of the EC tariff offer on kraft
would be greatly impaired if the problem of definition is not

resolved. We urgently seek resolution of this oroblem

L
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PRELIMINARY REPORT ON TARIFFS

2. We cannot yet evaluate the tariff concessions that
might be offered by less developed countries because this
information is not available at this time.

Most U.S. tariffs on paper and paperboard are low. Under
the present offer, our tariffs will be reduced by the maximum
amounts permitted by the 1974 Trade Act. Thus the U.S. paper
industry will lose whatever small protection these tariffs have
offered. Nevertheless, we are prepared to support the U.S.
offer which is consistent with the U.S. paper industry's support
of trade liberalization provided that we can reduce substantially
barriers to our exports in foreign markets.

On balance, looking at all our markets, we believe that
the tariff concessions obtained by our negotiators will make
an important and lasting contribution to strengthening the U,S.
paper industry's great export potential ecpecially if the pro-
blems mentioned in this report are resolved.

Below are our comments on the three major markets:

JAPAN

ISAC 4 is particularly pleased with the tariff offers

which our negotiators have been able to obtain. These are

significant decreases from the currently applied rates, and
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PRELIMINARY REPORT ON TARIFFS

should be of material bemefit to both U.S. industry and our
Japanese customers. The product coverage in the offers is
broad and includes all product categories potentially signi-
ficant in trade with Japan.

We recommend:

1. That Japan's reductions in tariffs start from the
"applied" rates not the "bound" rates for all products on
which offers have been made.

2. Given the delayed staging for kraft linerboard e
urge our negotiators to seek accelerated staging of tariff
reductions from the applied rates for other major paper
products.

CANADA

The Canadian offer on tariffs for paper and paperboard
is acceptable although their levels of duty remain significantly
higher than those of the United States. ISAC 4 believes that
the tariff agreement overall is positive and will provide

increased opportunities for trade between both countries.
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PRELIMINARY REPORT ON TARIFFS

There are two areas of major concern to which the industry
and the U.S. negotiators should stay alert. The first concems
the duty levels on kraft linerboard and bleached board which
were not reduced commensurately with other products. The
Canadian industry producing these two products is of inter-
national standing and should not need such protection. We
urge U.S. negotiators to seek reductions on these two products
to at least 6.5% in bilateral negotiations or have certain
U.S. concessions to them withdrawn.

The second major concern is in the area of staging. Since
U.S. duties are already low in relation to Canadian, we feel
strongly that U.S. duty reductions should be staged no faster
than by the eight equal increments presently agreed to.
EUROPEAN COMMUNITY (EC)

Our basic objectives in tariff negotiations with the EC
were:

1. To achieve parity on kraft products with our major
competitors in the EC--the Nordic Countries, and

2. To achieve reasonable reductions (at least formula)
on printing and writing papers, non-kraft specialities,

and converted products.
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PRELIMINARY REPORT ON TARIFFS

The following schedule was accomplished on the major categories

of paper and paperboard products:

Percent
Present Rate Offer Reduction

Uncoated kraft paper and
paperboard (unbl., bleached

or semibl.) 8% 6% 25%
Clay or polycoated bleached

board 12% 8% 33.3%
Printing/writing paper and

non-kraft specialty papers 12% 9% 25%

We recognized that during this negotiation it would be
difficult for our Government to achieve our objective of parity
with the Nordic Countries. While the reductions attained are
less than a formula cut, ISAC 4 believes that this was a
commendable achievement because of the strong protectiomist
pressures existing in the EC paper sector. Over the long term,
the U.S. Government should continue to pursue the ISAC 4
basic objective of tariff parity.

It is also the feeling of ISAC 4 that the matter of
staging is critical. The tariff concessions achieved are
considered to be minimal and we urge that they be fully

implemented to assure agreed upon full reductioms.
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PRELIMINARY REPORT ON TARIFFS

An extremely critical issue which has arisen during the
negotiations is that of a proper product definition for kraft
paper and paperboard. The current EC definition, if enforced
by EC Customs would represent an insurmountable non-tariff
barrier to U.S. trade. The definition that U.S. industry
recommends has been agreed to in the Barmonized Systems
Committee of the CCC by all participants including the EC. The

CCC definition assures superior products for our customers at

competitive costs.
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ADDENDUM
Preliminary Report on Tariffs

Canada

At the time the report was written, the ISAC
members were unaware that Canadian concessions on several
grades of printing/writing paper were conditioned on a delay in
staging. Subseguent to the ISAC meeting, Canada made a
proposal to forego the delay in staging on the printing/writing
papers in return for (1980) implementation of the final U.S.
tariff rate on TSUS 252.67, opposed the Canadian proposal,
while several other ISAC members interested in exports of
chemical pulp printing/writing paper to Canada felt that it
would be advantageous. All members attempted to obtain
information as to the length of the intended delay in Canadian

staging, but this information was not available.
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ADVICE ON IMPLEMENTING LEGISLATION

1. We recommend that the President be given an extension of
his tariff negotiation authority.

2. Implementing legislation should reflect provisions of
negotiated codes and agreements as closely as possible.

3. ISAC 4 recommends that implementing legislation relating to
the Import Licensing Code provide for a central point in the
U.S. Government to which specific complaints can be brought and
from where information can be obtained.

4. 1ISAC 4 believes that enforcement of the countervailing duty
and antidumping laws must be strong, fair and effective. At
the same time, in fashioning relief for the injured industries,
the Government must have the necessary flexibility to affect
relief without creating widespread retaliatory trade problems.
Such relief would include negotiated solutions where
appropriate.

5. ISAC 4 strongly urges that implementing legislation contain
provisions for the continuation of the private sector advisory
process with each major industry sector represented. There
should be an advisory mechanism to deal with functional issues
as well and each sectoral committee should be given an

opportunity to participate when appropriate.
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ADVICE ON IMPLEMENTING LEGISLATION

6. ISAC 4 recommends that there be an expression of
legislative intent that foreign trade is a matter of national
priority and thus effective U.S. Governmental organization

for dealing with foreign trade policy and programs is impera-
tive. Better coordination of trade policy and programs is
necessary, but specific legislation dealing with governmental
reorganization should be left to the immediate post-MIN period.
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1. OQVERALL

GENERAL

ISAC #5 has been closely involved and active in the
advisory process for the industrial chemical and fertilizer
industry sector. The Committee believes this has been a
- most useful process and complim;nts the govermment person-
nel who have worked so hard to make the advisoty system
successful.

The Committee believes some on-going advisory process
will be essential if the post-MIN implementation benefits
are to be realized. The Committee would urge that such an
on-going advisory process be established -- it would also
help in the development and maintenance of ; constructive
U.S. international trade policy.

The MIN Package

The Committee has concluded after close evaluation of
this extremely complicated MIN agreement that on balance
the tariff and>non-tariff measure agreements are acceptable
to the Committee.

The Committee believes that its major charter is related
to the review of the tariff-cutting agreement and codes
included in the MIN package as they impact the chemical
sector. There is also, however, a sense of responsibility

to comment on both the implementing legislation and
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1. OVERALL

administrative actions required by the MIN. Since this latter
aspect of the process is still going on at this writing, the
Committee's approval is confined to the Codes per se and the

tariff reduction as they apply as of this date.
| There are two items currently being considered in the
implementing legislation which are of concern to the Commit-
tee. First, the extension of negotiating authority as
described in the Senate Finance Committee's April 5, 1979
Press Release (#112, page 8). ISAC #5 strongly urges the
Congress not to grant the extension of tariff-cutting
authority described. The ISAC believes this is an unwarranted
and unnecessary extension of authority and totally unappropri-
ate to include such an importan& authority extension in the
implementing legislation. The ISAC believes that the
"housekeeping' authority alreadj provided in Section 124 of
the 1974 Trade Act is sufficient.

Second, the ISAC is strongly opposed to granting the
President authority to conduct auctions for import licenses.
The implementing legislation relating to the Import Licensing
Agreement currently contains such prospective authority.

The ISAC strongly urges its removal from the implementing

legislation.

50-3510 - 79 - 7
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2.A. AIRCRAFT

The Committee has considered the issue of aircraft and
chooses to make no comment because the specific details of
the agreement itself are not of signirficant importance to
the chemical sector. For this reason, it does not appear

appropriate to report on che agreement.
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2.B. COUNTERFEITING

The Committee has considered the issue of counter-
feiting and endorses the concept and need for the development

of an internationally agreed to counterfeiting code.
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2.C. CUSTOMS VALUATION CODE

In general, the Committee finds this code to be accept-
able. However, it should be noted that the Committee
believes several technical aspects of the code were not
properly treated. For example, the text of Article 8, 1(c)
- and 1(d) could result in the op%ortunity for automatic up-
1ift of chemical imports into many countries.

The necessary implementing legislation and administra-
tive actions required to make this code operative are very
important. The Committee's endorsement is limited to the
code itself and in no way implies endorsement of an as-yet-
unavailable final integrated customs package in the code,

the implementing legislation, and administrative actionms.
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2.D. FRAMEWORK (GATT REFORM)

1. Differential and More Favorable Treatment: Reciprocity
and Fuller Participation of Developing Countries

This "code" is designed to permit GATT contracting
parties to accord differential and more favorable treatment
~ (re tariff and non-tariff matters) to developing countries,
without according such treatment to other contracting parties.
ISAC 5 agrees in principle with the proposal, but feels

that the subject text should appear as a GATT Declaration,

rather than a new Article in the General Agreement.

ISAC 5, while recognizing the pragmatic and political
rather than jurisprudential nature of the GATT, still feels
it would be desirable to include in the subject text general

criteria for triggering a question on whether a reclassifi-

cation of degree of development of a contracting party should
be considered.

Furthermore, if a developing contracting party attains a
high degree of sophistication in a given mamufacturing area
(e.g., Mexico in petrochemicals) with the consequence that it
is fully competitive with world sources of such manufactured

articles (even though it remains relatively undeveloped in

other commodity areas), special and preferential treatment

should not be permitted in that sector.
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2.D. FRAMEWORK (GATT REFORM)

ISAC 5 agrees fully that developing countries should
expect to participate more fully in the framework of rights

and obligations under the General Agreement with the pro-

gressive development of their eéonomies and improvement in
their trade situation.

2. Trade Measures Taken for Balance-of-Payment and
ﬁeveIopment ?ﬁtposes

ISAC 5 endorses the principles stated in the preamble
and agrees generally with tﬁe other issues relating to
measures taken for balance-of-payment purposes.

ISAC 5 agrees in principle with the issues relating to
safeguards for development purposes, but feels that language
of Paragraph 2 should be more restrictive and that review by
GATT of the effect of the procedure of Paragraph 2 should

occur no later than five years after implementation.

3. Notification, Consultation, Dispute Settlement and
Survelllance

ISAC 5 is in general agreement with this proposal.
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2.E. GOVERMMENT PROCUREMENT

Increasing government ownership and direct involvement
in the productive capacity of basi& chemicals is of concern
to the industry. Accordingly, the Committee believes this
code is a step in the right direction. However, the Congress
- should ensure that the implementing legislation does not
create a bﬁreaucratic burden when it establishes the neces-
sary administrative procerres to monitor and enforce the
Code.

ISAC #5 has the following additiohal concern:

Transparency -- Full disclosure to an unsuccess-

ful tenderer of the name of the winning tenderer, the
contract price, and other pertinent information (e.g.,
changes in specifications) necessary to evaluate a
losing bid is absolutely essential to the effective
working of the Government Procurement Code. Part
VI.6., however, sets up a government-to-government
mechanism to transmit such price information on the
contract to the unsuccessful tenderer (rather than

a direct response from. the purchasing entity to the
tenderer). This mechanism has the potential of
imposing serious bureaucratic delays, of causing the
inefficient transmission of complicated technical
specifications and of adding significantly to the cost

of doing business.
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2.F. IMPORT LICENSING

The Committee accepts the provisions of the code. How-
ever, it vigorously opposes inclusion in the implementing
legislation of any prospective authority for the President,
at his discretion, to conduct auctions for licenses to
import any products subject to Auantitative restrictions or

to international agreements.
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2.H. STANDARDS

The Code on Technical Barriers to Trade is acceptable to
ISAC #5.
With respect to implementing action for this code,
ISAC #5 believes that either the basic legislation
implementing the entire zode package or the specific
legislation implementing the Code on Technical Barriers
to Trade must contain the following two provisions:
a. A definitive legislative commitment to the
- existing private sector standards making system
in the United States. Coupled with this a
directive to the Administration to provide for
the centralized functions required by the code
in order to carry out the reporting, analytical,
and informational systems obligations of this code.
5; A definitive legislative commitment to continued
and increased participation of private sector
technical advisors in the dispute settlement
mechanism.
ISAC #5 recommends that provisions of Toxic Substances
Act (TSCA) Sections 5, 8, and 14 and Federal Insecti-
~ide, Fungicide and Rodenticide Act (FIFRA) Section
3C(1)(d) and 10(g) which appropriate the property of
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2.H. STANDARDS
any innovator for the benefit of competitors, be sus-
pended pending the negotiation of intermational
agreements which will provide protection for the
developers and owners of data. ISAC #5 recommends
that such suspension be included ian the implementing
legislation.
ISAC #5 takes note of the fact that negotiations are
needed to establish the acceptability by other coun-
tries of test data developed in the United States.
ISAC #5 recommends that implementing legislation pro-
vide for negotiation by the Special Trade Representative.
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2.1. STEEL

The Committee has considered the issue of steel and
chooses to make no comment because the specific details of

the agreement itself are not of significant importance to

:te chemical sector. For this reasom, it does not appear

appropriate to report on the agreement.
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The Subsidies Code, the legislation implementing the
code, and the regulations administering the legislation are
extremely important to the U.S. chemical industry. Important
changes have taken place and wi}l continue to occur in the
international structure of the chemical industry. Many
foreign competitors of American companies are either owned
or controlled by govermments. In scme countries costs of
raw material inputs may be determined or influenced by
govermments, with the resulting costs unrelated to market
prices. Other forms of direct and indirect subsidization
are increasing. For these reasons the chemical industry
believes an effective Subsidies Code, supported by proper
implementing legislation and strong administration, is
essential to prevent subsidized chemicals from disrupting
the U.S. market and displacing exports from the United States.

ISAC #5 believes our U.S. representatives have negoti-
ated a useful Subsidies Code, which will prove to be
particularly important in the future. In genexr2l, ISAC #5
supports the Subsidies Code provided the implementing legis-
lation and administrative guidelines include the following
provisions:

1. That the injury criteria as stated in the Senate

Finance Committee version be maintained.
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That the occasions when the administering authority
is permitted to exercise an option to discontinue
investigations on acceptance of 'voluntary under-
takings" be carefully proscribed and limited.
Industry advice should be required in the process
of discontinuance and termination. Adequate
Congressional oversight should be provided for any
resulting "orderly marketing' types of agreements.
That shorter time limits are established than at
present, including prompt action on provisional
measures, and an -overall time limit for final
determination of about six months, with subsidy
and injury investigated concurrently.
That imposition of the countervailing duty is
mandatory when the requirements of the legislation
have been met and the amount of such duty is equal
to the full amount or total of the subsidy itself.
That there is provision for dealing with the complex
problem of subsidy'resulting from State ownership
or control, including "comstructed value' as one

approach.
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6. That no implementing legislation is introduced or
adopted that would repeal DISC or indicate any
intent to repeal DISC. The legislative history
should clearly state such Congressional intent.

7. That precise language is included on country of
origin and transshipment to avoid circumvention
of the code.

8. That responsibility for Article XVI procedures
(track 2) is assigned to STR or to a uew trade
department if such is established. This agency
should be charged with resolving each case within
the time limits prescribed in the code.

9. That a directive is given to the Administration to
undertake further consultations on trade distortiors
caused by differences in taxation systems. Th<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>