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MISCELLANEOUS TARIFF BILLS—1982

WEDNESDAY, JULY 21, 1982

U.S. SENATE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,
CoMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:30 a.m. in room
2221, Dirksen Senate Office Building, Hon. John C. Danforth
(chairman) presiding.

Present: Senators Danforth, Heinz, Grassley, and Symms.

[The press release announcing the hearings, background material
prepared by the Finance Committee Trade Staff on the miscella-
neous iff bills, and the prepared statement of Senators Dole,
Heinz, and Symms follow:]

[Precs Release No. 82-149)

FINANCE SUBCOMMITTEE ON INTERNATIONAL TRADE SETS HEARING ON TARIFF BiLLs

The Honorable John C. Danforth (R., Mo.), Chairman of the Subcommittee on In-
ternational Trade of the Committee on Finance, today announced that the Subcom-
mittee will hold a hearing on Wednesday and Thursday, July 21 and 22, 1982 on the
tariff measures listed below.
o&l'ihe g‘meanng will begin at 9:30 a.m. each day in Room 2221 of the Dirksen Senate

ce .

The following proposals will be considered:

S. 1902, introduced by Senator Danforth and Senator Symms. S. 1902 would exend
for 2 additional years the President’s authority to negotiate tariff reductions pursu-
ant to section 124 of the Trade Act of 1974.

S. 2685, introduced by Senator Dole and Senators Chafee, Danforth, Roth, Grass-
ley, Percy, Bradley, Durenberger, Mathias, and East. S. 2685 would implement the
Nairobi protocol to the Florence Agreement on the Importation of Educational, Sci-
entific, and Cuitural Materials.

Section 8(c) of S. 2094 would authorize the President to proclaim such modifica-
tion, elimination or continuance of any existing duty, free, or excise treatment or
such additional ‘duties, as he deems appropriate on the following articles listed in
the Tariff Schedules of the United States:

7(61)1 5Accounting, computing, and other data processing machines provided in item

(2) Data processing machines provided for in item 676.30;

. t‘153) g'?gtsszof automatic data processing machines (and units thereof) provided for in
item 676.52; i

(4) Transistors provided for in 687.70;

(5) Monolithic integrated circuits provided for in item 687.74;

(6) Integrated circuits provided for in item 687.77;

(7) Electronic components provided for in item 687.81.

H.R. 4566, section 2 relating to the importation of canned tuna, section 4 relating
to chipper knife steel, section 7 relating to pipe ortgan parts, section 11 relating to
the increase in value limitations applicable to informal entries of imported mer-
chandise, and section 17 relating to certain metal waste and scrap. The Subcommit-
tee on International Trade, by ampress release dated October 19, 1981, requested
written coraments on H.R. 4566. Although conflicting comments were received only

- 4}
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with respect to the sections set forth above the subcommittee will entertain requests
to testify with respect to any other section.

S. 11, introduced by Senator Mitchell and Senator Cohen. S. 11 would prohibit the
Secretary of the Treasury from processing potatoes for entry into the United States
until certain measures are taken.

S. 231, int-oduced by Senator Matsunaga. S. 231 would amend the Tariff Act of
1930 to increase from $250 to $600 the amount for informa! entry of goods.

S. 1552, introduced by Senator Humphrey. S. 1552 would lower the duty on cer-
tain unported satchet parts.

S. 1565, introduced by Senator Mitchell and Senators Packwood, Cohen, Tsongas,
and Kennedy S. 1565 would lower the duty on certain fish nettmg and fish nets.

S. 1588, introduced by Senator Roth. S. 1588 would provide for a temporary sus-
pension of the duty on bulk fresh carrots.

S. 1717 introduction by Senator Durenberger. S. 1717 would provide for a tempo-
rary suspension of the duty on certain freight containers.

S. 1723 introduced by Senator Matsunaga. S. 1723 would implement the Conven-
tion on the Means of Prohibiting and Preventing the Illicit Import, Export, and
Transfer of Ownership of Cultural Property.

S. 1746 introduced by Senator Heinz. S. 1746 would reduce the duty on the pesti-
cide commonly known as Dicofol.

S. 1979 introduced by Senator Grassley. S. 1979 would elimimate the duty on sul-
faguanidine, sulfapyridine, and sulfathiazole.

S. 2031 introduced by Senator Baucus. S. 2031 would suspend for a 3-year period
the duty on copper scale.

S. 2247 introduced by Senator Packwood and Senator Hatfield. S. 2247 would
permit the duty-free entry of certain footwear for use in the Special Olympics pro-

gram.

S. 2396 introduced by Senator Roth. S. 2396 would provide for a temporary sus-
pension of the duty on certain high alumina fiber.

S. 2560 introduced by Senator Mitchell and Senators Cohen and Roth. S. 2560
would amend the tariff schedules of the United States to ensure that potatoes im-
ported as seed are not diverted for human consumption.

S. 2566 introduced by Senator Heinz and Senator Helms. S. 2566 would reduce the
duty on certain texturing machines

S. 2692 introduced by Senator Danforth S. 2692 would provide a temporary .sus-
pension of the duty on certain small toy and novelty items.

S. 2699 introduced by Senator Bentsen. S. 2699 would provide a temporary suspen-
sion of the duty on 1,6 Hexanediol.

S. 2705 introduced by Senator-Long. S. 2705 would provide a temporary suspen-
sion of the duty on mixtures of mashed or macerated hot red peppers and sait.

Consolidated testimony.—Senator Danforth urges all witnesses who have a
common position or who have the same general interest to consolidate their testimo-
ny and designate a single spokesman to present their common viewpoint orally to
the Subcommittee. This procedure will enable the Committee to receive a wider ex-
pression of views that they might otherwise obtain. The senator urges that all wit-
nesses exert a maximum effort to consolidate and coordinate their statements.

Witnesses scheduled to testify should comply with the following rules:

(1) All witnesses must submit written statements of their testimony.

(2) Written statements must be typed on letter-size paper (not legal size) and at
least 100 copies must be delivered not later than noon on Tuesday, July 20, 1982.

(3) All witnesses must include with their written statements a summary of the
principal points included in the statement.

(4) Oral presentations should be limited to a short discussion of principal points
included in the one-page summary. Witnesses must not read their written state-
ments. The entire prepared statement will be included in the record of the hearing.

(5) Not more than 5 minutes will be allowed for the oral summary.

Requests to testify.—Witnesses who desire to testify at the hearing on July 21 and
22, 1982, must submit a written request to Robert E. Lighthizer, Chief Counsel,
Committee on Finance, Room 2227, Dirksen Senate Office Building, Washington,
D.C. 20510, to be received not later than 10:00 a.m. on Friday, July 16, 1982. Wit-
nesses will be notified as soon as practicable thereafter whether it has been possible
to schedule them to present oral testimony. If for some reason a witness is unable to

tppear at the time scheduled, he may file a written statement for the record in lieu
the personal appearance. In such a case, a witness should notify the Committee
as soon as possible of his inability to appear.



onge, vsstiL 8. AL
WRLLIAM V. BOTW, SR, DEL., HARRY P, BYRD, MR, YA,
20MN C. BANPOATH, M. Aere
e M Basas, P arx momeA, 1Y .
Sl we S loRToT Wlnifed Diafes Denale
v B ATME, DA ekomeR 5. MrvmeiL mAIE COMMITTEE ON FINANCE
OUmEs £ SRASILEY, DwA WASHINGTON, D.C, 20310
-mr'l'-'u::mn.o::"mn July 16, 1982
Tos FINANCE COMMITTEE MEMBERS
Froms FINANCE COMMITTEE TRADE STAFF-
Subject: JULY 21, 22, 1982 HEARINGS ON TARIFF BILLS

on Wednesday and Thursday, July 21 and 22, 1982, the
Subcommittee on International Trade will hold hearings on a
number of miscellaneous tariff and trade bills pending before the
Finance Committee. The hearings will begin at 9:30 a.m., each day
in Room 2221 of the Dirksen Senate Office Building. The bills
Wwith respect to which testimony will be received are set forth
below. Both Administration and private witnesses are expected to
testify. -

THE MISCELLANEOUS TARIFF BILLS

1902-~In section 124 of the Trade Act of 1974 the
President was given a limited authority to negotiate and
implement tariff rate changes for a 2-year period following the
date of enactment of the act., In its report the Finance
Committee stated "this authority may be needed to eliminate
tariff discrepancies and anomalies that often become apparent
only after the results of the major tariff negotiations are more
closely examined.” Under section 124 this authority was
restricted so that in either year duty-rate changes were limited
to articles which account for not more than 2 percent of the
total valus of U.S. imports during the previous 12-month period.
Reductions were limited to 20 percent below the existing rate and
no duty could be reduced below a rate which could have been
achieved under the general tariff cutting authority in section
101. of the Trade Act, In addition, the President was required to
seek advice from the International Trade Commmission on the
probable economic effect of any tariff rate change,

The President's authority to negotiate and proclaim tariff
changes under section 124 expired on January 3, 1982. S. 1902
would extend the authority until January 3, 1984. The extension
.is strongly supported by the Administration.

. Sa 2685--This bill would implement the Nairobi Protocol to
the Florence Agreement, an existing trade agreement that provides
for duty-free trade in certain educational, sclentific, and
cultural materials, such as works of art, textbooks, and articles
for the blind. The United States has adhered to the Florence



Agreement since the enactment of the Educational, Scientific, and
Cultural) Material Importation Act of 1966,

The Nairobi Protocol expands the coverage of the Florence
Agreement by removing some of its restrictions on existing
coverage and by broadening its scope to include certain
categories of items not previously covered. ' For example, within
current categories, coverage would be extended to scientific maps
and charts and wood mosaics, and audiovisual materials will be
accorded the same treatment as books. Perhaps the most
significant change is a new category: ™All materials
specifically designed for the education, employment, and social
advancement of physically or mentally handlcapped persons.”™ The
Protocol allows signatories to restrict duty-free treatment to
articles imported by specific institutions in some cases and to
articles that are not equivalent to domestically produced ones.

The Foreign Relations Committee favorably reported the
Protocol on May 21 (Exec. Rep. No, 97-53), recommending that the
Senate give its advice and consent to ratification by the
President. Consideration of S. 2685 may proceed without regard
to Senate action on the treaty.

S. 2685 is designed to serve two implementing purposes:
(1) to provide the minimum tariff proclamation authority
necessary to meet the Protocol's obligations; and (2) to allow
the President sufficient discretion in implementation to insure
that other signatories will reciprocate in their application of
the Protocol.

To accomplish the first goal, sections 5 - 8 authorize the
President to proclaim duty-free treatment for the articles
covered by the Protocol. Existing duties on the articles range
from 0 to a high of 8.4 percent ad valorem, The duty-free
treatment accorded certain scientific tools or apparatus and
certain articles for the handicapped would not be limited, as
allowed by the Protocol, only to articles imported by certain
approved institutions and without domestic equivalents. The
Administration believes these limitations are unwarranted in the
United States, are not easily administered, and should not be
adopted as an example for other countries.

Before the President ratifies the Protocol and permanently
proclaims the tariff cuts, however, the Administration intends to
insure that other signatories~-principally the European
Communities--intend to implement the Protocol in substantially
the same way as the United States, The Administration therefore
states that it will not make the Protocol legally binding on this
country until consultations are satisfactorily completed, as
expected; section 2 allows the President to set the effective
date of his proclamation accordingly.



Pending that determination, the President, pursuant to
section 3 of S, 2685, may put into effect for 2-1/2 years the
tariff cuts that will ultimately be made permanent. Section 3(a)
requires him to do so for articles for the handicapped; section
3(b) allows, but does not require, similar treatment for the
other covered articles if the President determines such action is
in the national interest. 1If at the end of the 2-12 perfiod the
Fresident has not ratified the Protocol and proclaimed
permanently the duty reductions, the temporary reductions will
expire. :

Section 4 of the bill provides a special safeguard relief
mechanism for domestic industries that may suffer significant
adverse impacts from imports of articles not covered by the
Florence Agreement or Nairobi Protocol but to which the bill
would nonetheless extend duty-free treatment. (As explained
above, the Administration does not propose to restrict imports of
these articles by designating importers or determining domestic
availability). The President, after hearing the views of both
Government and private sector representatives, is authorized to
adjust the duty-free treatment of these articles %o a level not
exceeding the most-favored-nation rate otherwise applicable. For
articles covered by the Agreement or Protocol, normal safeguard
relief is available pursuant to section 201 of the Trade Act of
1974.

The International Trade Commission compiled the following
preliminary estimate of recent imports and exports of articles
covered by the Protocol:

1978 1979 1380 1981
Imports $155,907,000 158,288,000 193,279,000 201,520,000
Exports $255,349,000 315,977,000 389,606,000 434,185,000

Net Balance +99,442,000 +157,689,000 +196,327,000 +232,665,000

S. 2094, Section 8(c).--Although the Committee has already
reported S, 2094, it agreed during the markup of this bill to
authorize the Chairman to delete the authority to make tariff
rate changes contained in section 8(c) because this provision
makes the bill a revenue measure which should originate in the
House. The Committee also authorized the Chajrman, if
appropriate after hearings, to place the tariff modification
provisions on an appropriate tax bill.

Under section 8(c) the President would be authorized for a
5-year period following the date of enactment to negotiate and to
proclaim such tariff modification, elimination, or continuance of



any existing duty as he deems appropriate on the following
articles in the Tariff Schedules of the United States:

(1) Accounting, computing, and other data processing machines
provided in item 676.15;

(2) Data processing machines provided for in item 676.30;

{(3) Parts of automatic data processing machines {and units
thereof) provided for in item 676.52;

(4) Transistors provided for in 687.70;

(5) Monolithic integrated ciicuits provided for in item
687.74;

(6) Integrated circuits provided or in item 687.77; and
(7) Electronic components provided for in item 687.81.

The International Trade Commission estimates that if the
President utilized the full tariff reduction authority proposed
in section 8(c), there could be a possible loss of customs
revenues of between $400 million and $500 million per year by
1987,

H.R. 4566--H.R. 4566 passed the House and was referred to
the Senate on October 16, 1981. It contains proposals relating
to 18 separate miscellanecus tariff items. By press release of
October 19, 1981 the Subcommittee on International Trade
requested written comments on all the provisions of H.R. 4566 as
well as a number of other tariff bills introduced in the Senate.
Although comments were received on most of the 18 substantive
sections of H.R. 4566, conflicting comments were received
concerning only the following four sections of the bill:

Section 2--Canned tuna not packed in oil enters the United
States under a tariff guota established as 20 percent of the of
the U.S. pack of canned tuna produced during the immediately
preceding calendar year. The within-quota rate is 6 percent, ad
valorem; the over-quota rate is 12.5 ad valorem, In 1980, the
Customs Service began classifying shipments of canned tuna from
American Samoa as "imports"™ which count against the quota. Tuna
importers claim that as a result of this change the quota was
£illed and the over-quota duty rate was assessed for the first
time. Section 2 would clarify that U.S. insular possessions
should not be considered as an import shipment source. The
Administration does not object to section 2.

Section 4--Pursuant to a law enacted during the last
Congress (P.L. 96-609), the duty on chipper knife steel provided
for in item 606.93 of the Tari{f Schedules was temporarily
reduced from 9.6 percent ad valorem (plus an additional duty



which ranges between 0.6 percent and 1 percent depending on the
amount of tungsten in the steel) to 4.6 percent ad valorem. The
reduced duty expires on October 1, 1982. Section 4 of H.R. 4566
would amend current law to provide for a permanent reduction in
annual stages of the column 1 rates on chipper knife as scheduled
below on articles entered after the following respective dates:

Rate of duty

Date (percent ad valorem)
Sept. 30, 1982--~-—memmmceos
Dec. 31, 1982~--—-=u-- -
DeC. 31, 1983 -mme oo e
DeC. 31, 19B4—mwomommm o e
DeC. 31, 1985mmmm oo e e

Dec. 31, 1986----

There are four chipper knife manufacturers in the United
States. The cost of chipper knife steel, approximately two-
thirds of which is supplied by imports, has been estimated to
account for azpproximately 80 percent of the cost of finished
chipper knives. 1Imported finished chipper knives currently enter
the United States at a duty rate of 4.7 percent ad valorem (.1
percent above the temporary rate on the raw material). This rate
is scheduled to be reduced to 3.7 percent ad valorem by January
1, 1987 (at which time the rate would remain .l percent above the
final rate proposed in the bill).

Section 7--Under current law parts of pipe organs provided
for the TSUS items 726,60 and 726.62 are dutiable at 5.6 and 4.6
percent ad valorem, respectively. These duties will be reduced
in stages to 4.2 and 3.2 percent by 1987. Section 7 of H.R. 4566
would amend the TSUS by eliminating the column 1 (most-favored-
nation) rates on TSUS items 726,60 and 726.62. The column 2
rates of duty would remain at 60 and 35 percent, respectively.
Finished pipe organs enter the United States free of duty. The
purpose of the section is to remove the differential between
finished pipe organs and parts of pipe organs, which it is argued
is detrimental to the domestic pipe organ industry. The
Administration does not-object to the provision.

Section 1l1--Under current law (TSUS item 869,00) articles
accompany{ng a person arriving in the United States), other than
duty-free articles or articles acquired in a U.S. insular
possession, for personal or household use, or as bona fide gifts,
are subject to a flat duty of 10 percent of tha fair retail value
in the country of acquisdition if such value does not exceed
$600. The flat 10 percent duty rate is applied on such
noncommercial entries unless the Secretary of Treasury determines
that it adversely affects the economic interest of the United
States, If such a determination were made the regular rates of
duty would apply. Under section 11 of H.R., 4566 the $600 value



limitation cubject to the 10 percent rate would be increased to
$1000. The Administration does not oppose this provision.

/

Section 17--For approximately 40 years certain metal waste

and scrap has entered the United States free of duty under a
series of temporary duty suspensions. Section 17 of H.R. 4566
would make the duty suspension permanent except in certain
circumstances with respect to copper waste and scrap and articles
of copper. Under section 17 these items could also be entered
free of duty unless the price of copper falls below 51 cents per
pound for one calendar month. 1In that case, the otherwise
applicable rates of duty would apply. The bill also provides
that the column 2 rates of duty on ccpper waste and scrap and
copper articles would remain unchanged and the column 2 duty
previously suspended on other metal articles would be eliminated.

S. 1l--Under current law (TSUS items 137,20 and 137.21),
114 million pounds of white or Irish potatces, certified as seed
potatoes, are entitled to entry at a duty rate of 37.5 cents per
100 lbs. certified seed potatoes entered above this limit are
subject to a duty of 75 cents per 100 lbs. For potatoes not
certified as seed potatoes only 45 million pounds per year are
entitled to entry at 37.5 cents per 100 lbs., Over-quota potatoes
are subject to a duty of 75 cents per 100 lbs. A large portion
of the potatoes entered as certified seed potatoes currently is
marketed as table stock potatoes and not used for seed, The
intent of S. 11 is to limit imports of certified seed potatoes to
those actually used as seed and to assure that entrees of
certified seed potatoes are not used as table stock, Under the
provisions of S. 11 this would be acomplished by mandating that
the Secretary of the Treasury not process any potatoes for entry
into the United States until the President has determined that
the relevant Federal agencies have taken appropriate measures to
assure that potatoes imported as seed stock are not substituted
for potatoes intended for human consumption.

S. 231--Under section 498 of the Tariff Act of 1930 (19
U.S.C. 1498) imports of commercial merchandise up to a value of
$250 may be entered under informal entry procedures. In general
this relieves the importer of certain paperwork burdens, the
posting of bonds, the use of customs house brokers, etc, The
$250 1imit was enacted into law in 1953, S. 231 would increase
the $250 limit to $600. Legislation to increase the limit for
informal entries has been offered several times in recent years,
including during the consideration of the Customs Procedural
Reform and Simplification Act of 1978,

S. 1552--Imported embroidered sachet parts of cotton or
man-made fibers are currently classified under TSUS items 386.40
and 386.09 and are subject to column 1 rates of 37 percent ad
valorem and 22.5 percent ad valorem, respectively. S. 1552 would
amend the Tariff Schedules of the United States, by creating a
new TSUS item number 385.65 providing for embroidered sachet



7

parts of cotton or man-made fibers subject to a column 1 rate of
duty of 7.5 percent and a column Z\rate of 20 percent.

S. 1565--Under TSUS item number 355.45 imported fish
netting and fish nets of man-made fibers and salmon gill netting -
of nylon are duitable at a rate of 21 cents per pound plus 30.6
percent ad valorem. The column 2 rate is 82 percent ad valorem.

S. 1565, if enacted, would lower the column 1 rate on item 355.45
to 17 percent ad valorem. The column 2 rate would remain the
same, The rate would be equivalent to the final staged reduction
pursuant to the most recent MTN negotiations.

S. 1588--Under TSUS item number 135,42 imported fresh,
chilled, or frozen carrots, 4 inches and longer, are dutiable at
a column 1 rate of .5 cents per pound and a column 2 rate of 4
cents per pound., S. 1588, if enacted, would suspend the column 1
rate of duty on fresh, chilled, or frozen carrots in packages
with a net weight of more than 5 pounds. This duty suspension
would take effect upon enactment and terminate on June 30, 1984,
The legislation would have no effect on the column 2 rate of
duty.

S. 1717--Under existing law (19 U.S.C. 1322(a), a freight
container which is used for merchandise carried in foreign trade
may be designated as an "instrument of international traffic”,
and thus be brought in without the payment of duty. However, in
order to receive such a designation, a bond must be on file with
the Customs Service. 1If the container is (1) of foreign origin
or (2) of U.S. origin and increased in value abroad and if it is
withdrawn from international traffic (i.e., "retired" or
"domesticated"), it becomes subject to entry and the payment of
applicable duties under TSUS item 640.30, currently 3.1% ad
valorem for column 1 and 25 percent for column 2, S. 1717, if
enacted would provide immediate duty-free treatment for these
freight containers under both column 1 and colunn 2. These
articles will be entitled to duty-free entry on January 1, 1987
under concessions granted during the MTN.

S. 1723-~-This bill, if enacted, would implement the
Convention on the Means of Prohibiting and Preventing the Illicit
Import, Export, and Transfer of Ownership of Cultural Property.
The Convention was adopted by the Sixteenth General Conference of
UNESCO in 1970 by a vote of 77 to 1. The Senate gave its advice
and consent to U.S. ratification of the Convention on August 11,
1972, but the deposit of the instrument of ratification is being
held until the passage of implementing legislation. To date 45
countries have become parties to the Convention,

Under the Convention each party agrees to cooperate in a
number of important respects to help protect the cultural
heritage of other states. The most significant part of the
Convention is article 9 under which parties agree to "participate
in a concerted international effort to determine and carry out”
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necessary corrvective measures in cases in which a state's
cultural patrimoy is in jeoparty from pillage of archaeological
or ethnological materials., Another important provision, Article
7(b) of the Convention, requires parties to prohibit the import
of cultural property stolen from museums, or religious or public
monuments or similar instititions and to take appropriate steps
to recover and return such cultural proerty.

S. 1723 focuses on these two main aspects of the
Convention. Section 2 of the legislation deals with the pillage
or archaeological or ethnological materials and provides that if
the President has made certain determinations, and has considered
the advice of a committee of experts, negotiations may be
undertaken on agreements with other governments to restrict the
importation of objects of archaeological or ethnological interest
subject to or threatened by pillage. The agreements will define
the objects to be protected. However, no agreement may enter the
force with respect to the United States until the President
determines that other nations having signficant import trade in
the archaeological and ethnological material have implemented, as
part of a concerted international effort, import restrictions
comparable to those of the United States. Once the United States
has entered into the agreement, the United States would then
issue regulations precluding entry of the objects in question
into the United States.

Section 7 of the legislation would prohibit the
importation into the United States of objects stolen from museums
or religious or public monuments or similar institutions of
another country and sets up procedures for seizure and judicial
forfeiture of such objects and for their return to the countries
from which they have been stolen.

S. 1746--Prior to the conclusion of the Multilateral Trade
Negotiations and their implementation in U.S. law certain
imported products including benzenoid chemical products (of which
the pesticide Dicofol is one) were subject to the American
Selling Price (ASP) method of customs appraisement., Under the
ASP method of appraisement products which were considered to be
competitive with similar domestic products (because they
accomplish results substantially equal to those accomplished by
the domestic products when used in substantially the same manner)
would be appraised on the basis of the U.S. wholesale price of
the similar domestic product, without regard to the actual cost
of the imported product. 1If there was no similar domestic
product, the import was appraised on the actual wholesale price
of the imported product. The MTN Customs Valuation Agreement
required the U.S. to eliminate the ASP method of appraisement.
Although implementation of the Customs Valuation Agreement
required elimination of the ASP system the new system was
designed to establish tariff classifications and rates of duty
which would have provided an import duty during a representative
period substantially equivalent to the amount collected as a
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result of the ASP method. As a result of the new classification
Dicofol was placed in TSUS item 408.28, which was designed to
include imports previously classified as "competitive®". The
column 1 duty rate in item 408,28 is 19.6 percent, S. 1746 would
amend the TSUS by specifically including Dicofol in TSUS item
408.24, Since this provision was designed to include those
imported insecticides not produced in th: United States and
therefore "not competitive™ the column 1 duty rate in item 408.24
is 12 percent ad valorem.

S. 1979--Under TSEUS item 411.28 the drugs sulfaguanidine
and sulfapyridine, are subject to a column 1 rate of duty 22.5
percent ad valorem and under TSUS item 411.80 the drug
sulfathiazole is dutiable at the column 1 rate of duty of 2%.4
percent ad valorem. S, 1979, if enacted, would eliminate the
column 1 rate with respect to each of these 3 drugs thereby
allowing imports of each to enter free of duty. The column 2 rate
would remain the same as under current law,

S, 2031--Under current law (TSUS item 603,50) certain
materials containing over 10 percent copper (such as copper
scale) to be treated at a copper plant are subject to a column 1
rate of duty of 62 cents per pound on copper content plus varying
other duties depending on lead or zinc content, S. 2031, if
enacted, would amend the Tariff Schedules and would provide for a
three year suspension of duties on copper scale beginning on the
date of enactment.

S. 2247-~-Under current law imported footwear is dutiable
under a number of provisions in schedule 7 of the Tariff
Schedules of the United States. S. 2247, if enacted, would
permit the duty-free entry\of certain footwear provided for in 11
specificied TSUS items to be used in the Special Olympics
program.

S. 2396~-Under current law (TSUS item 522,81) imported
mineral wool, including alumina fiber is dutiable at a column 1
rate of 6.5 percent ad valorem, S. 2396, if enacted, would amend
the tariff schedules by creating a new temporary provision
specifically for high alumina fiber and providing for the
suspension of duty on high alumina fiber imported into the United
States on or before September 30, 1985.

S. 2560--S. 2560 add'%%?s—eﬂﬁe*same issue, the importation
of seed potatoes diverted for human consumption, as S. 11
described above. It represents a technical redraft of the
earlier bill.

S. 2566--Under current law (TSUS item 670.02) certain
imported machines used on the preparation of textiles and yarns
are dutiable at a column 1 rate of 5.3 percent ad valorem. S,
2566, if enacted, would amend the Tariff schedules by eliminating

98~592 0 - 82 - 2
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the column 1 duty on imports of these texturing machines entered
into the United States after March 1, 1982.

S. 2692--Under current law (Parts 5D, S5E, and 6A of
Schedule 7 of the Tariff Schedules) certain imported small toys
are subject to duties ranging between-7.7 percent and 22 percent.
S. 2692, if enacted, would amend the Tariff Schedules by
providing for the suspension of duties on certain of the small
toys classified in these three parts (except balloons, marbles,
dice, and die cast vehicles) imported into the United States on
or before December 31, 1986.

S. 2699--Under current law (TSUS item 407.07) imports of
1,6-Hexanediol are dutjable at a column 1 rate of 13.5 percent ad
valorem. S. 2699, if enacted, would amend current law by
providing for the suspension of duties on Hexanediol imported
into the United States on or before June 30, 1985,

S. 2705--Until June 30, 1981 the duties on mixtures of
mashed or macerated hot red peppers and salt were suspended. At
that time the temporary suspension was terminated and the
applicable duty rate of 17.5 percent ad valorem in TSUS item
141.98 again became effective. S, 2705, if enacted, would again
suspend the duties on hot red peppers. The suspension would be
in effect for imports entering the United States on or before
June 30, 1985, The bill would also provide that upon the filing
of a request with Customs any duties which have been paid on
imported red peppers since the duty suspension terminated would
be repaid.
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STATEMENT OF SENATOR Bos DoLE

Mr. Chaifnan, coming as they do in the midst of very important Senate debates
on the Tax Equity and Fiscal ponsibility Act and the balanced budget amend-
ment, and other pressing business, these hearings on various trade and tariff bills
are conclusive evidence that you are a glutton for work! We consider today and to-.
morrow some twenty-five different measures; next week you will chair hearings on
the extension of U.S. participation in the international coffee and sugar agreements;
and the following week we will convene in full committee for a hearing on the Ca-
ribbean Basin Initiative. With other subcommittees also forging ahead with their
business, we clearly will not escape the important responsibilities entrusted to us
over these hot summer months.

I am happy with the opportunity afforded by these hearings to receive testimony
on such a large number of pending bills. I look forward to hearing our witnesses
discuss the merits of three bills in particular: First, the extension of the President’s
negotiating authority provided in section 124 of the 1974 Trade Act; second, the leg-
islation I introduced, with a number of cosponsors, to implement the Nairobi Proto-
col to the Florence agreement on imports of scientific, cultural, and educational
goods; and third, S. 1723, a bill to implement a treaty on trade in stolen cultural

property.

SECTION 124

When the Congress adopted the 1974 Trade Act, it recognized that at the conclu-
sion of the tariff negotiations authorized by the act that some residual adjustments
would be needed to bring final order to the thousands of changes in tariffs that
would be made. As the finance committee noted at the time, such authority ‘“may be
needed to eliminate tariff discrepancies and anomalies that often become apparent
only after the results of the major tariff negotiations are more closely examined.” A
number of restrictions, however, were thought necessary by the committee to pre-
vent this residual authority from being utilized as general tariff cutting authority
once section 101 had expired.

The administration urges that section 124 be renewed because, prior to its expira-
tion last December, it had been effectively employed as it was originally intended,
and further harmonization and removal of anomalies are needed. We will hear from
other witnesses today that section 124 should not be renewed because no further
tariff cuts should be made in our present economic circumstances.

I have made no judgment on the need for renewal of section 124, and I will listen
closely to the explanation of the administration as to what it will be used for if re-
newed and what, if any, safeguards should be included to restrict its use.

THE NAIROB1 PROTOCOL

One bill I have made a judgment on is S. 2685—the legislation I introduced to
implement the Nairobi Protocol to the Florence agreement. Senators East, Chafee,
Danforth, Wallop, Roth, Grassley, Percy, Bradley, Durenberger, and Mathias have
joined you in cosponsoring this bill, Mr. Chairman, and I think our other colleagues
will be persuaded by today’s testimony that this bill represents a very positive use
of our trade agreements program. As I said in introducing the bill, the Nairobi Pro-
tocol is important for three reasons: (1) it expands the Florence agreement in one
way particularly important to many of us—to embrace articles specifically designed
to benefit the handicapped; (2) it will contribute to increased U.S. exports; and (3) it
will contribute to ﬁreater international understanding by facilitatinﬁ increased ex-
changes of those t in?s that manifest our cultural heritage. I am pleased that we
have a fine group of witnesses today that can demonstrate the wide range of
beneficiaries of this protocol and legislation.

Let me acknowledge now my appreciation for their active work over the years
with the State and Commerce Departments in preparing this agreement and bill.

8. 1723

Finally, I wish to note my interest in S. 1723, a bill to implement another interna-
tional trade convention, this one dealing with theft of cultural property. Just as the
Nairobi Convention will promote international understanding through facilitating
increased exchanges of cultural materials and ideas through normal trade, I believe
that S. 1723 may also contribute to international understanding in another way—by
promotin% mutual r ition of the importance of antiquities to the study and
teaching by nations of their heritage. All nations, including our own, take increas-
ing pride in unearthi\ng and preserving the artifacts of their past. The Senate recog-
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nized this some 10 years ago in giving its advice and consent to U.S. ratification of a
United Nations Convention promoting rules controlling the pillage of important his-
torical sites. I hope the time has come when full U.S. participation in this endeavor
can occur through enactment of the necessary implementing legislation. I look for-
warld to our witnesses’ testimony today on whether S. 1723 would accomplish this
goal.

Thank you.

OPENING STATEMENT OF SENATOR JOHN HEINZ

Mr. Chairman, I would like to make a few brief comments about S. 1902, which
would extend the President’s authority under section 124 to make tariff reductions
for an additional 2 years.

I want to comment at the beginning of this hearing because I have serious reser-
vations about this bill, and I hope the Committee will consider very carefully before
t?rking it up. My reservations about this bill involve both principal and practical
effect.

First, it is virtually unprecedented. Congress has historically guarded its preroga-
tive to set trade policy jealously and has never granted broad tariff-cutting authori-
ty outside the context of a special negotiation like the Kenned’f‘r Round or the Tok{o
l{ound. That was the original purpose of section 124 in the Trade Act of 1974. Its
two-year extension in the trade Agreement Act of 1979 was specifically to “tie up
loose ends” left over from the Tokyo Round. Those in the room today who were in-
volved in the writing of that bill will remember that even that modest objective was
the subject of considerable controversy for precisely the reason I have suggested—a
dangerously broad grant of authority to the Executive.

My second reservation concerns the practical effect of this bill. Simply put, I be-
lieve the good it may do will be far outweighed by the damage it will do to already
im’ﬁ:rt-im acted industries.

e authority in this bill is broad; deliberately so says the Administration, so it
can make the best deals possible. That makes good sense. But to get those good
deals what must we relinquish? Clearly our tariffs on items other nations want to
send here. And what might those items be? In all probability a good assortment of
products from industries that are already vulnerable to competition from imports.

Take a look at the industries that oppose this bill—apparel, leather goods, special-
ity steel, footwear, lead and zinc, color televisions, among others—and you have a
list of the industries in this country already reeling from imports, some fair and
some not. These industries have serious problems by any standard of measurement.
Yet we are now proposing to put an additional burden on them.

To understand that better, I suggest we ask the Administration why it opgoses an
amendment that will clearly exempt those industries from the scope of the bill. The
answer, I suspect, will be the n for flexibility in negotiations. at that means
to me is that the Administration realizes the point I just made—in order to get
tariff reductions abroad that the f'privxalte sector proponents of this bill want, we are
going to have to reduce our tarifts in precisely the areas opponents of this bill fear
will hurt them the most. And the damage we do thereby, in my judgment, far
outweighs the gain the bill’s proponents will obtain.

A better approach, it seems to me, is to handle the matter sectorally, as we have
done with respect to certain high technology items that are also the subject of
today’s hearing. I hope the Committee will consider that alternative approach as
well before it acts hastily on S. 1902.

STATEMENT OF SENATOR STEVEN D. Symms

Mr. Chairman, I would like to address my comments today to only one of the bills
that the Committee will be reviewing. Specifically, I am very concerned about the
desirability of extending the authority to reduce tariffs contained in Section 124 of
the Trade Act of 1974. -

At this time, I do not necessarily believe that it is appropriate to extend Section
124 without being furnished specifics as to what industries will benefit from the sup-

increase in U.S. exports, to which countries will such exports go, and what

8. industries and workers will be expected pay the price by having to face the
consequences of lower tariffs on their products.

1 am particularly concerned about the impact this would have on our domestic
lead and zinc industry. The lead and zinc industry cannot afford to have the tariffs
on its products cut further, nor can it afford to have the threat of tariff cuts hang-
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ing over it. The effects of the tariff cuts on lead and zinc in the Multilateral Trade
Negoti~tions and subsequent action by Congress in enacting a three-year reduction
in the lead metal duty, have contributed to the depressed state of the industry
today.

Gulf Resources and Chemical Corporation pointed out in November 1981 when it
announced the closing of its Bunker Hill Company operations:

In terms of constant dollars, there have been significant increases in the costs of
production of lead, zinc and silver, particularly in labor and energy costs since 1970.
In the same constant-dollar terms, today's price of lead and zinc is essentially the
same as in 1970 . . . . In addition, significant operating and capital costs have been
imposed upon Bunker Hill’s operations by the requirements of the environmental

_and health and safety laws. Over-capacity for lead and zinc have developed on a
worldwide basis, in part because foreign governments hav&encouraged and in some
instances subsidized mining and smelting operations.

In 1980, Bunker Hill produced 20 percent of the total 1).S. output of lead and zinc.
At one time its facility in Idaho employed about 2,500 workers. However, the facility
was closed permanently in early 1982 with a major loss of jobs for the region.

Bunker Hill was closing at a time when the Canadians were building a $360 mil-
lion zinc smelter project in northeast New Brunswick, $35 million of which was fi-
nanced by government grants.

The duties on lead and zinc metal are lower in the U.S. than they are in the Eu-
ropean Community or Japan. This means in time of market glut, excess metal
enters the U.S. market, the most open of the three major markets. Further reduc-
tions in lead and zinc tariffs would only add to this already serious problem and
lead to further injury of this strategic domestic industry.

Senator DANFORTH. This begins a 2-day hearing on a number of
miscellaneous trade bills.

I notice from looking at the witness list that it is very long, and
for that reason I am going to ask all of the witnesses to abide by
thefftime constraints that they have already been told about by the
staft.

I want to start now and just go down the list and see who is here.
I know that Ambassador Brock will be here in about 15 minutes. Is
Delegate de Lugo here yet?

[No response.]

Senator DANFORTH. Denis Lamb.

Would you like to proceed, Mr. Lamb?

Mr. LamB. May I summarize my statement?

Senator DANFORTH. Yes, sir.

And, all statements, if they could be summarized in the allotted
time. Of course, they will be included in the record in full.’

STATEMENT OF DENIS LAMB, DEPUTY ASSISTANT SECRETARY
OF STATE FOR ECONOMIC AND BUSINESS AFFAIRS

Mr. Lams. Mr. Chairman, I appreciate this opportunity to pre-
sent the views.of the Department of State on legislation to imple-
ment the protocol to the Agreement on the Importation of Educa-
tional, Scientific, and Cultural Materials, known as the Nairobi
protocol.

The State Department agrees with the Commerce Department
that the Nairobi protocol, if suitably implemented by the United
States and other major trading partners, will provide important
benefits to U.S. interests. These include lower costs to American
consumers of books, filins, sound recordings, and other educational,
scientific, and cultural materials; expanded markets abroad for
U.S. exports of these same products; and lower cost materials for
the blind and other handicapped in the United States.
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Ratification by the United States will also provide an important
step toward a larger goal of this administration.

UNESCQ’s purpose in sponsoring this agreement is to further
the internaticnal flow of ideas. Increased freedom for the exchange
of information is a principal element in this administration’s pro-
gram to extend to the service sector the trade liberalization gained
during the last two decades for the goods sector.

A key provision of this legislation is the 2V-year trial period.
During this time, the State Department plans to continue consulta-
tions with our major trading partners, to encourage them to adhere
to the Nairobi protocol and its more liberal provisions. We will also
remain in close contact with the concerned industry groups in
order to assure that their experiences with foreign implementation
of the protocol are reflected in our official and diplomatic discus-
sions. We believe that this consultative process can achieve the lib-
eral implementation of the protocol by other nations which would
justify our own approach to implementation; however, if adequate
implementation matters are not adopted by others within the speci-
fied period, the proposed legislation will permit the administration
to reassess U.S. ratification of the protocol.

Thus, the administration plans to deposit the agreement’s instru-
ment of ratification only after the President has determined that
sufficiently broad duty-free treatment is being provided by other
countries for our exports.

In summary, Mr. Chairman, I urge the committee to give favora-
ble consideration to the proposed legislation to implement the
Nairobi protocol.

I would be happy to answer any questions you may have.

Senator DanrForTH. All right. Thank you very much, Mr. Lamb.

[The prepared statement of Hon. Denis Lamb follows:]
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STATEMENT OF

DEPUTY ASSISTANT SECRETARY OF STATE FOR
ECONOMIC AND BUSINESS AFFAIRS

DENIS LAMB

BEFORE THE
SENATE FINANCE COMMITTEE
JULY 21, 1982

MR. CHAIRMAN, I APPRECIATE THIS OPPORTUNITY TO PRESENT
THE VIEWS OF THE DEPARTMENT OF STATE ON LEGISLATION TO
IMPLEMENT THE PROTOCOL TO THE AGREEMENT ON THE IMPORTATION
OF EDUCATIONAL, SCIENTIFIC AND CULTURAL MATERIALS, KNOWN
AS THE “NAIROBI PROTOCOL”. THE STATE DEPARTMENT AGREES
WITH THE COMMERCE DEPARTMENT THAT THE NAIROBI PROTOCOL.
IF SUITABLY IMPLEMENTED BY THE UNITED STATES AND OTHER
MAJOR TRADING COUNTRIES, WILL PROVIDE IMPORTANT BENEFITS
T0 U.S. INTERESTS., THESE BENEFITS INCLUDE LOWER COSTS
TO AMERICAN CONSUMERS OF BOOKS, FILMS, SOUND RECORDINGS
AND OTHER EDUCATIONAL, SCIENTIFIC AND CULTURAL MATERIALS:
-~ EXPANDED MARKETS ABROAD FOR U.S. EXPORTS OF THESE SAME
-~ PRODUCTS: AND LOWER COST MATERIALS FOR THE BLIND AND
OTHER HANDICAPPED IN THE UNITED STATES.
RATIFICATION BY THE UNITED STATES OF THE NAIROBI
PROTOCOL WILL ALSO PROVIDE AN IMPORTANT STEP TOWARDS
A LARGER GOAL OF THIS ADMINISTRATION., AS STATED EARLIER
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BY DEPUTY ASSISTANT SECRETARY Q'DAY, UNESCU’S PURPOSE IN
SPONSORING THIS AGREEMENT 1S TO FURTHER GREATER INTERNA-
TIONAL FLOW OF IDEAS. INCREASED FREEDOM FOR THE EXCHANGE

OF INFORMATION IS A PRINCIPAL ELEMENT IN THIS ADMINISTRA-
TION'S PROGRAM TO EXTEND TO THE SERVICE SECTOR THE TRADE
LIBERALIZATION GAINED DURING THE LAST TWO DECADES FOR THE
GOODS SECTOR, LIBERAL IMPLEMENTATION OF THE NAIROBI PROTOCOL
BY THE U.S., AS 1S CALLED FOR BY THIS ACT, WILL SIGNAL TO

OUR MAJOR TRADING PARTNERS OUR DETERMINATION TO MOVE TOWARD
FREE TRADE FOR SERVICES,

- THE NAIROBI PROTOCOL MODIFIES AN EARLIER AGREEMENT,

THE AGREEMENT ON THE IMPORTATION OF EDUCATIONAL, SCIENTIFIC
AND CULTURAL MATERIALS, THIS AGREEMENT, KNOWN AS THE FLORENCE
AGREEMENT, WAS ADOPTED BY THE UNITED NATIONS EDUCATIONAL.
SCIENTIFIC, AND CULTURAL ORGANIZATION (UNESCO) AT ITS

GENERAL CONFERENCE OF JULY 1950, HELD IN FLORENCE, ITALY.

THE UNITED STATES., ALONG WITH OUR PRINCIPAL TRADING PARTNERS.
1S A PARTY- TO THE FLORENCE AGREEMENT, WHICH SEEKS GENERALLY

TO IMPROVE THE INTERNATIONAL FREE FLOW OF EDUCATIONAL, SCIENTI-
FIC AND CULTURAL MATERIALS. THE AGREEMENT PROVIDES PRINCIPALLY
FOR THE EXEMPTION FROM DUTY FOR IMPORTS OF SUCH MATERIALS,
INCLUDING BOOKS, PUBLICATIONS AND DOCUMENTS: WORKS OF ART
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AND COLLECTORS’ PIECES: VISUAL AND AUDITORY MATERIALS:
SCIENTIFIC INSTRUMENTS AND APPARATUS: AND ARTICLES FOR THE
BLIND., THE UNITED STATES PUT THE PROVISIONS; OF THE FLORENCE
AGREEMENT INTO EFFECT IN 1966 THROUGH LEGISLATION,

IN NoveMBER 1976, AT NAIROBI, KENYA, THE UNESCO GENERAL
CONFERENCE, WITH THE UNITED STATES PARTICIPATING, ADOPTED A
DRAFT PROTOCOL AMENDING AND SUBSTANTIALLY EXPANDING THE
COVERAGE OF THE FLORENCE AGREEMENT. ON MARCH 1, 1977, THE
PROTOCOL WAS OPENED FOR SIGNATURE AT THE UNITED NATIONS TO
ALL COUNTRIES PARTY TO THE FLORENCE AGREEMENT,

. THE NAIROBI PROTOCOL MODIFIES AND EXTENDS THE PROVISIONS
JF THE FLORENCE AGREEMENT IN A NUMBER OF WAYS, PRINCIPALLY
BY ADDING PRODUCTS ELIGIBLE FOR DUTY-FREE TREATMENT AND
BY DROPPING THE REQUIREMENT THAT SEVERAL PRODUCTS BE IMPORTED
BY INSTITUTIONS OR ORGANIZATIONS APPROVED FOR THAT PURPOSE
BY THE HOST GOVERNMENT. THE BASIC PROVISIONS. ARE THOSE
EXEMPTING FROM CUSTOMS DUTIES THE MATERIALS L1STED IN NINE
"ANNEXES. THE ANNEXES, WHICH INCLUDE AND BROADEN THE SCOPE
OF THE ANNEXES TO THE FLORENCE AGREEMENT, COVER THE FOLLOWING
CATEGORIES OF PRODUCTS:
-~ ANNEX A COVERS BOOKS, PUBLICATIONS AND DOCUMENTS:
-~ ANNEX B COVERS WORKS OF ART AND COLLECTORS' PIECES
OF AN EDUCATIONAL, SCIENTIFIC, OR CULTURAL CHARACTER:
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-- ANNEX C CONTAINS TWO ALTERNATIVE VERSIONS COVERING
VISUAL AND AUDITORY MATERIALS SUCH AS FILM AND
SOUND RECORDINGS:
-- ANNEX D. COVERS SCIENTIFIC INSTRUMENTS OR APPARATUS:
AND
-- ANNEX E COVERS ARTICLES FOR THE BLIND AND OTHER
HANDICAPPED,
THE UNITED STATES HAS DECIDED: 1) TO EXERCISE THE BROADER
OPTION OF ANNEX C1, BUT 2) NOT TO ADOPT THREE_ADDITIONAL
AND OPTIONAL ANNEXES COVERING SPORTS EQUIPMENT, MUSICAL
EQUIPMENT, AND MATERIALS AND EQUIPMENT USED FOR THE PRODUC-
TION OF BOOKS, PUBLICATIONS, AND DOCUMENTS. WE DECIDED THAT
ADOPTING THESE ANNEXES WOULD LEAD TO AN INCREASE OF IMPORTS
WITH A POTENTIAL FOR INJURING DOMESTIC INDUSTRY., AND WITHOUT
PROVIDING SUFFICIENT OFFSETTING BENEFITS,
A NUMBER OF PRIVATE SECTOR GROUPS, INCLUDING SEVERAL
INDUSTRY ASSOCIATIONS AND ORGANIZATIONS FOR THE HANDICAPPED,
_HAVE EXPRESSED TO US THEIR SUPPORT FOR THE U.S. BECOMING A
PARTY TO THE PROTOCOL, THE U.S. RECORDING, PUBLISHING, AND
MOTION PIGTURE INDUSTRIES FIGURE PROMINENTLY AMONG THESE
GROUPS. IN ADDITION, HOWEVER, CONCERNED FEDERAL AGENCIES.
PARTICULARLY THOSE INVOLVED IN QUESTIONS OF TRADE POLICY,
HAVE EXAMINED THE PROTOCOL AND CONCLUDED THAT U.S. ADOPTION.
IF COUPLED WITH SUITABLE IMPLEMENTING LEGISLATION, WOULD
STRONGLY BE IN THE NATIONAL INTEREST. THE STATE DEPARTMENT
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IN PARTICULAR BELIEVES THAT U.S, CONSUMERS AND INDUSTRY
WOULD BENEFIT SIGNIFICANTLY FROM THE LOWER COST IMPORTS
FOSTERED BY THE PROTOCOL; MOREOVER, WHiN OTHER MAJOR TRADING
COUNTRIES ADOPT THE PROTOCOL AND PROVIDZ SATISFACTORY
RECIPROCAL BENEFITS, IMPORTANT MARKETS F2R U.S. EXPORTS
WILL BE OPENED. U.S. EXPORTS OF THESE FRCDUCTS, INCLUDING
MOTION PICTURES AND CERTAIN KINDS OF LOOKS, ARE HIGHLY
COMPETITIVE AND WOULD BENEFIT FROM LOWER FOREIGN DUTIES,

WE HAVE EXAMINED THE OTHER SIDE OF THE COIN: THE
POTENTIAL FOR INJURY TO DOMESTIC INDUSTRY FROM INCREASED
IMPORTS OF PRODUCTS COVERED BY THE PROTOCOL. THE MAJOR
INDUSTRIES THAT WOULD BE AFFECTED BY LIBERALIZED IMPORTS
UNDER THE AGREEMENT HAVE NOT EXPRESSED SERIOUS CONCERN
ABOUT THIS POSSIBILITY. WE BELIEVE THAT RISKS ALONG
THESE LINES ARE MINIMAL,

LIBERAL ADOPTION AND IMPLEMENTATION BY A LARGE
NUMBER OF NATIONS CAN SUBSTANTIALLY BENEFIT U.S. EXPORTERS,
THUS RECIPROCITY IS IMPORTANT, WE BELIEVE THAT OUR
OWN LIBERAL IMPLEMENTATION OF THE PROTOCL ON A PERMANENT
BASIS COULD ONLY BE 'JUSTIFIED IF OUR EXPORTERS RECEIVE
GENERAL RECIPROCITY FROM OTHER IMPORTANT NATIONS. THERE-
FORE. THE ADMINISTRATION PLANS TO DEPOSIT THE AGREEMENT'S
INSTRUMENT OF RATIFICATION ONLY AFTER THE PRESIDENT HAS
DETERMINED THAT ADEQUATE RECIPROCOAL DUTY-FREE TREATMENT
TO OUR EXPORTS WILL BE PROVIDED BY OTHER COUNTRIES.
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IN THE MEANTIME, THE LEGISLATION BEING CONSIDERED TODAY
WOULD ALLOW THE U.S. TO IMPLEMENT ALL OR PORTIONS OF THE
PROTOCOL ON A TEMPORARY BASIS, THE ACT WOULD PROVIDE
DUTY-FREE TREATMENT TO CERTAIN ARTICLES COVERED BY THE
PROTOCOL AS SOON AS THE AGREEMENT COMES INTO FORCE FOR THE
UNITED STATES--1,E., SIX MONTHS AFTER THE U.S. DEPOSITS
ITS INSTRUMENTS OF RATIFICATION., UNTIL THEN TEMPORARY
DUTY-FREE TREATMENT WOULD BE ACCORDED TO ARTICLES FOR THE
BLIND OR OTHER HANDICAPPED PERSONS FOR A TWO-AND-ONE-HALF
YEAR PERIOD BEGINNING ONE MONTH FROM THE DATE OF ENACTMENT
OF THE BILL, [N ADDITION, THE PRESIDENT WOULD BE GIVEN
DISCRETIONARY AUTHORITY TO GRANT SIMILAR TEMPORARY DUTY-FREE
TREATMENT FOR ARTICLES IN SOME OTHER CATEGORIES COVERED
BY THE BILL. ALL TEMPORARY DUTY-FREE TREATMENT ACCORDED
BY THE BILL WOULD LAPSE AT THE END OF THE TWO AND ONE-HALF
YEAR PERIOD UNLESS THE BILL AS A WHOLE HAD BECOME PERMANENTLY
EFFECTIVE AFTER DEPOSIT OF THE U.S., INSTRUMENT OF RATIF1CA-
TION BASED ON A PRESIDENTIAL DETERMINATION OF ADEQUATE
RECIPROCITY FROM OTHER COUNTRIES.

THIS LEGISLATION WOULD PROVIDE DUTY-FREE TREATMENT
FOR ARTICLES IN SOME OF THE CATEGORIES WHICH IS BEYOND
THE STRICT REQUIREMENTS OF THE PROTOCOL. IN THESE TwO
CATEGORIES--ARTICLES FOR THE BLIND AND OTHER HANDICAPPED AND
TOOLS FOR SCIENTIFIC IMSTRUMENTS OR APPARATUS--WE SEE A
PARTICULAR NEED TO ENSURE THAT U.S. INDUSTRIES AND EXPORTERS



23

-7-

ARE NOT HARMED BY OUR VOLUNTARY AND UNILATERAL GRANTING
OF DUTY-FREE TREATMENT ABOVE AND BEYGND THE PROVISIONS
OF THE PROTOCOL. FOR THIS REASON THE LEGISLATION AUTHORIZES
THE PRESIDENT TO PLACE CONDITIONS UPON OR TO NARROW TO THE
STRICT OBLIGATIONS OF THE PROTOCOL THE SCOPE OF THE DUTY-
FREE TREATMENT ACCORDED UNDER THE BILL FOR ARTICLES IN THESE
TWO CATEGORIES,

DURING THE TWO AND A HALF YEARS THAT THE PROVISION OF
THIS BILL WOULD BE IN EFFECT, THE PRESIDENT WILL BE
EMPOWERED TO RATIFY THE PROTOCOL AND MAKE THESE TARIFF
CHANGES PERMANENT., THERE ARE SEVERAL FACTORS THAT THE
PRESIDENT WILL TAKE INTO ACCOUNT IN DETERMINING IF U.S,
TRADING PARTNERS ARE IMPLEMENTING THE PROTOCOL IN A MANNER
THAT 'JUSTIFIES U,S, RATIFICATION OF THE AGREEMENT. HE
WILL CONSIDER THE LEVEL OF OBLIGATIONS ASSUMED BY OUR
TRADING PARTNERS UNDER THE PROTOCOL, THE METHOD OF IMPLE-
MENTATION OF THE OBLIGATIONS, AND THE BENEFITS OF U.S.
RATIFICATION FOR U.S. CONSUMERS AND EXPORTERS. IN MAKING
THESE DETERMINATIONS, THE PRESIENT WILL RELY ON INFORMATION
AND EVIDENCE GATHERED BY BOTH THE STATE DEPARTMENT AND
THE COMMERCE DEPARTMENT, DURING THE NEXT TWO AND A HALF
YEARS THE ADMINISTRATION INTENDS TO REMAIN IN CLOSE CONTACT
WITH U.S. MANUFACTURERS TO ASK ABOUT THEIR EXPERIENCES
WITH FOREIGN IMPLEMENTATION OF THE PROTCOL., AND TO SEEK
THEIR GUIDANCE ABOUT AREAS OF CONCERN THAT SHOULD BE
ADDRESSED IN THE ADMINISTRATION’S ONGOING CONSULTATIONS
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WITH OUR MAJOR TRADING PARTNERS.

THE PROCESS OF CONSULTING WITH OUR MAJOR TRADING PARTNERS
ABOUT THEIR INTENTIONS WITH REGARD TO THE PROTOCOL HAS ALREADY
BEGUN., AS SOON AS THE U,S, BEGINS TO IMPLEMENT THE PROVISIONS
OF THE LEGISLATION BEFORE THIS COMMITTEE TODAY, THE CONSULTATIVE
PROCESS WILL INTENSIFY, THE ADMINISTRATION WILL MAKE CLEAR IN
THESE DISCUSSIONS THE STRONG INTEREST OF THE U.S. IN SEEING
OTHER GOVERNMENTS ADOPT THE BROADEST POSSIBLE IMPLEMENTATION.
WE WILL ALSO INFORM OUR INTERLOCUTORS THAT OUR CONCERNS EXTEND
BEYOND THE PROMULGATION OF REGULATIONS TO IMPLEMENTATION, AND
THAT WE WILL WATCH TO SEE THAT THERE IS A CLEAR AND CONSISTENT
PATTERN OF ENFORCEMENT. THE ADMINISTRATION REMAINS OPTIMISTIC
THAT THIS PROCESS AND THE NATURAL INTERESTS OF QUR MAJOR TRADING
PARTNERS WILL LEAD THEM TO IMPLEMENT THE PROTOCOL ON A LIBERAL
BASIS SUBSTANTIALLY EQUIVALENT TO OUR OWN, THEREBY MAKING
U.S. RATIFICATION OF THE PROTOCOL POSSIBLE.

IF, HOWEVER., AT THE END OF THE TWO AND A HALF YEAR
TRIAL PERIOD THERE IS NOT EVIDENCE THAT OUR TRADING PARTNERS
" ARE IMPLEMENTING THEIR PROTOCOL ON A FORTHCOMING BASIS
CONSISTENT WITH OUR OWN IMPLEMENTATION, THE PRESIDENT NEED
NOT DEPOSIT U.S. INSTRUMENTS OF RATIFICATION, IN THIS CASE,
THE ALTERNATIVES AVAILABLE WILL INCLUDE A DECISION NOT TO
RATIFY AT ALL, A DECISION TO RATIFY ON A MORE RESTRICTIVE
BASIS THAN IS NOW ENVISIONED, OR A DECISION TO DELAY FINAL
ACTION WHILE éONSULTATIONS WITH OUR MAJOR TRADING PARTNERS
CONTINUE,
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IN SUMMARY, MR. CHAIRMAN I URGE THE COMMITTEE TO
GIVE FAVORABLE CONSIDERATION TO THE LEGISLATION BEFORE 1T
TODAY, AND RECOMMEND THAT THE SENATE GIVE ITS ADVICE
AND CONSENT TO RATIFICATION OF THE PROTOCOL AT THE EARLIEST
POSSIBLE DATE. o

DRAFTED:EB/OT/TA:DTHACHER:T

RITEM
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Senator DANFORTH. Senator Grassley.

Senator GrassLEY. Thank you, Mr. Chairman.

Let me ask the indulgence of the people who are here so I can
make a statement on S. 1979, so I can go to the floor of the Senate
to be there when the tax bill is discussed.

Senator GrRAassLEY. Mr. Chairman, I appear before you this morn-
ing to seek your support for S. 1979, a bill to suspend duties on cer-
tain sulfa drugs.

This legislation, and its companion bill in the House, H.R. 4890,
addresses the need to reduce the cost of sulfa to make medicine,
which includes the three compounds mentioned in these bills.
These drugs are used in a high percentage of pork production in
the United States, either for therapeutic purposes or in the feed
supply. The sulfa drugs help cure diseases, maintain certain
healthy animals, and thereby cut production costs.

The existing duty on these drugs adds approximately 20 to 30
cents per ton to the cost of feed. This may not amount to much per
animal, but production of pork averages between 80 and 90 million
animals per year, so you can see that the added 4 to 6 cents per
head counts up in increased pork prices to the consumer.

Mr. Chairman, I honestly believe that the elimination of this
duty would not only reduce the cost of pork production in this
country but will stimulate competition in a highly competitive
market of sulfa drugs, further benefiting the livestock industry in
the United States.

In closing, I would remind the committee, there is no U.S. manu-
facturer of sulfathiazole or sulfapyridine, two of the three sulfa
drugs included in this bill. The only manufacturer of the third
drug, sulfaguanidine, uses it as an intermediate and does not offer
it for sale.

Mr. Chairman, I ask that I may submit testimony that details
more thoroughly the reasons for elimination of duties on these
drugs. The testimony I submit is the same as that submitted before
the Subcommittee on Trade for the House Ways and Means
Committee in support of H.R. 4890 by users of the drug as well as
the pork industry.

Senator DANFORTH. Fine. Without objection, the testimony will
be-included in the record.

[The prepared statement of Senator Grassley and other testimony
follows:]
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Mr. Chairman and Members of the Subconmittee:

1 appear before vou this morning to seek your support for S. 1979, a bill
to suspend duties on certain sulpha drugs. This legislation and its
companion bill in the House, H.R. 4890, addresses the need to reduce the
cost of sulfonamides, which include the three compounds mentioned in these
bills. These drugs are used in a high percentage of all hogs produced in
the United S:ates either for therapeutic purpeses or in the feed supply.
The sulphonamides help cure diseases, maintain healthy animals and thereby
cut production costs.

The existing duty on these drugs adds approximately 20 - 30 cents per ton
to the cost of feed. This may not amount to much per animal, but
production of hogs averages between 80 and 90 million animals per year, so
you can sce the added 4 to 6 cents per head counts up in increased pork
prices to the consumer.

Mr. Chairman and Members of this Committee, 1 honestly believe that the
elimination of this duty will not only reduce ;he cost of pork production
in this country but will stimulate competition in the highly competitive
market of supha drugs, further benefitting the livestock industry in the
Tnited States.

In closing, I would remind the Committee there is no U.S. manufacture

of sulphathiozole or sulphapyricdine, two of the three sulphonamides included
in this bill. The only manufacturer of the third drug sulphaguanidine
uses it as an intermediate and does not offer it for sale.

YNr. Chairman, I ask that 1 may sutmit testimony that details more
thoroughly reasons for the elirination of duties on these drugs. The
testimony I submit is the same as that submitted before the Subcommittee

on Trade of the House Vays and Means Committee in support of H.R. 4890.

98-592 0 - 82 - 3
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STATEMENT OF G. J. SKAPEK OF DIAMOND SHAMROCK CORPORATION
BEFORE THE HOUSE WAYS AND MEANS COMMITTEE ON HOUSE BILL 4830

My name is Gus Skapek. | am speaking on behalf of Diamond Shamrock
Corporation, which produces a variety of agricultural chemicals and animal
health products for domestic and foreign markets. | have been directly
involved in purchasing sulfathiazole for approximately four years.

Two of the major products of Diamond Shamrock's Animal Health Division
are CSP-250 and CSP-500, combinations of chlortetracycline, sulfathiazole and
penicillin, used widely by pork producers to prevent and control disease,
promote growth and improve feed efficiency. Diamond Shamrock halds
approved New Animal Drug Applications from the Food and Drug Administration
to make and sell CSP-250 and CSP-500 for feed use. FDA has recognized the
effectiveness of these products in reducing the incidence of cervical abscesses,
in treating bacterial swine enteritis and in maintaining weight gains in the
presence of atrophic rhinitis,

Diamond Shamrock purchases all of its requirements of sulfathiazole
abroad, since the drug is no longer produced domestically. Indeed, before the
current tariff schedule became effective, all domestic production had come to an
end. We formerly purchased the drug from a major American pharmaceutical
house, but that company was unwilling to increase its capacity to meet Diamond
Shamrock's growing needs and ultimately discontinued production of sulfathiazole
completely. Diamond Shamrock was forced to find a foreign source of supply,
since there was, and continues to be, no other domestic producer.

Because of low profitability due to the relatively small volume of
sulfathiazole consumption and environmental problems associated with its
manufacture, we do not believe that domestic production of sulfathiazole will be
resumed.

The current tariff schedule is based upon a survey of chemicals produced
in the United States as of a particular date. On that date, the
previously-mentioned American supplier was still producing sulfathiazole.
Shortly after that date, however, it discontinued production and has not
produced it since.

Given the announced intention of the Muiltilateral Trade Negotiations to
reduce tariffs, we are unable to explain the dramatic increase in the duties
assessed on sulfathiazole from 12.5% to 35.1% in the first year. We must
assume, however, that no increase would have occurred, had there been no
domestic production in the first place. Unfortunately, the law made no
provision for the downward adjustment of duties upon the discontinuance of
domestic production. It is our understanding that such adjustment may only be
accomplished by legislation and that it would not be an appropriate subject for
international negotiation. In our view, reducing the duty on suifathiazole is
simply lifting a burden imposed upon American industry for no apparent reason.
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CSP-250 and CSP-500 are directly competitive with several other
combination drugs produced in the United States (one of which accounts for
60-65% of the market for such products}. These other combinations also include
chlortetracycline and penicillin, but use sulfamethazine instead of sulfathiazole.

As a practical matter, Diamond Shamrock cannot substitute sulfamethazine
for sulfathiazole to offset the competitive disadvantage imposed by the increased
duties; because sulfathiazole affords certain advantages in use over
sulfamethazine, we would not wish to make that change.

Because it protects no domestic source of sulfathiazole, the current tariff
structure represents an unneccessary cost which must either be passed on to
the consumer, if market conditions permit, or reduce profits, if they do not.

White the impact of the increased duty upon the individual American farmer
may be small, its cumulative effect upon my company and its ability to compete
is very substantial, ranging from several hundred thousand to over a million
dollars annually, depending upon volume and “prices. For this reasocn, we
support passage of House Bill 4890.

| would be happy to answer any questions you may have. Thank you for
the opportunity of presenting our views.

G. J. Skapek
Diamond Shamrock Corporation
1100 Superior Avenue

- Cleveland, Ohio 44114
216/694-4244
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Law Depariment

Diamond Shamrock Chemical Unit

June 3, 1982

The Honorable Sam M. Gibbons
Chairman, Subcommittee on Trade
Committee on Ways and Means

U.S. House of Representatives

1102 Longworth House Office Building
Washington, D.C. 20515

Dear Congressman Gibbons:

Thank you again for the opportunity to appear before your
subcommittee last Wednesday in support of Congressman Cooper
Evans' bill (H.R. 4890) to suspend the duty on sulfaguanadine,
sulfapyridine and sulfathiazole. A copy of our statement is enclosed
for your convenience.

The purpose of this letter is to respond to certain issues raised in
the testimony of American Cyanamid to the effect that sulfamethazine
{the sulfa component in its product) and sulfathiazole (the sulfa
component in our product) are "interchangeable products in animal
disease therapy and prophylaxis." While that claim may be true in
the sense that the two products are used for the same purposes, it
obscures important differences between the products, differences
which make our product a desirabie alternative to products
containing sulfamethazine in the view of a substantial percentage of
American pork producers.

The principal differences between products containing sulfathiazole
and products containing sulfamethazine have to do with withdrawal
times and the incidence of violative residues, as follows:

1. Withdrawal Time. As part of its approval process, FDA
establishes the "withdrawal time", the number of days between the
last use of the drug and slaughter. The length of the withdrawal
time depends upon how long it takes for the drug to pass through
the animal's system. The withdrawal time is established to assure
that the animal is not slaughtered before all residues of the drug
have been excreted. Our suifathiazole product has been granted a
seven-day withdrawal time, while sulfamethazine products are
required to be withdrawn fifteen days before slaughter. The longer
withdrawal period imposes a significant economic burden on the
livestock producer.

Diamond Shamrock Corporation 1100 Superior Avenue, Cleveland, Ohy 4414 Phone 216 694-5000
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2, Sulfa Residue Violations. In the late 1970's, the number of
swine carcasses rejected by USDA inspectors began to rise
substantially, evidencing perhaps the considerable pressure on the
livestock producer imposed by the withdrawal period. Governmental
studies of this problem disclose that wviolations were almost
exclusively attributable to the use of sulfamethazine, rather than
sulfathiazole. While the rate of violations has been substantially
reduced through education and improved management techniques, the
sulfamethazine residues continue to be a problem. Notwithstanding
reformulation of the product to reduce the amount of residues
attributable to cross-contamination of feeds, the problem remains
because of the manner in which the animal metabolizes
sulfamethazine. Meanwhile, FDA has rejected petitions to relax its
standards on sulfamethazine residues.

3.- The enclosed articles provide greater detail on the drug
residue problem and suggest methods to resolve it, including the
substitution of sulfathiazole (Penumarthy, L., Trabosh, H.M.,
Clark, A.M., Conrey, J.S., Rader, W. A. and Spaulding, J.E.:
Sulfa Drug Residues in Uncooked Edible Tissues of Cattle, Calves,
Swine and Poultry. Feedstuffs (October 13, 1975); Biehl, L.G.:
The Sulfa Issue. Feed Management (March, 1979}; Suifa Drug
Management and Surveillance. Pig American (January, 1982).

For the above reasons, it is clear that products containing
sulfathiazole may very well be preferred by the American pork
producer. They also strongly suggest that it would be inadvisable
to continue a punitive tariff on a drug which may be an important
solution to the continuing sulfa residue problem. Indeed, if studies
now being conducted as part of the National Toxicology Program
disclose additional problems with sulfamethazine, the desirability of
an alternative will increase.

American Cyanamid also claimed that passage of H.R. 4890 would put
it at such a competitive disadvantage that the jobs of the hundred
people involved in the production of sulfamethazine would be lost.
Ihis claim suggests that American Cyanamid makes all of its
sulfamethazine requirements in this country, using sulfaguanadine as
a raw material. While we cannot provide you with detailed
information, it is our understanding that American Cyanamid in fact
imports a substantial quantity of sulfamethazine, which is subject to
a rate of duty considerably below that imposed upon sulfathiazole.

As to the hundred sulfamethazine jobs, we doubt that suspension of
the duty on sulfathiazole would eliminate them. It must be
remembered that American Cyanamid already has 60-65% of the market
for these products. One must question whether the American
consumer is likely to benefit where the market is dominated by a
product protected by a duty of almost thirty percent. As we
indicated in our presentation, we do not seek an unfair advantage
over anyone. We do not believe it is conducive to a competitive
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market, however, to assess a 30% penalty on a small competitor,
especially where it is unable to procure its needs domesticaliy.

Finally, American Cyanamid proclaims that "tariffs on these products
are already being significantly reduced as a resuit of the last round
of multilateral trade negotiations", and that *by 1987, U.S. tariffs
on these sulfa drugs will be reduced to approximately 50% of their
current level." This statement deliberately ignores the fact that the
rate of duty on sulfathiazole was almost tripled to approximately 35%
and that the 1987 rate, while it may be 50% of the current rate, will
still be substantially higher than the rate in effect before
implementation of the Trade Agreements Act of 1979, Clearly, the
tariffs are not "already being signiticantly reduced.

Diamond Shamrock is an American producer of a competitive product
which affords attractive advantages over sulfamethazine-bearing
combinations. We are competitively disadvantaged by a punitively
excessive tariff on a raw material unavailable to us from domestic
sources.

For these reasons, we strongly support H.R. 4890. Should you be
interested in additiona! information on this subject, please let us
know.

Very truly yours,

Ao L)

Robert W. Hill
Senior Counsel

Enclosures
dp

cc: Hon. Cooper Evans

. Dezember
. Skapek

« Thanjan
. Anderson
. Gullett

. Flick
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FrTOSIUFTS. Ociober 1), 1973 — 19

ANIWAL HEALTH

Sulfa Drug Residues in Uncooked Edible

Tissues of Cattle, Calves, Swine and Poultry

Residue problems can most often be traced to one of five man-
agement etsors by the producer. However, the drug industry, feed
manufaclurers, veterinary praclitioners, and regulatory agencies
also have esseatial roles in a residue prgven(ion program.

By L. Penumarthy, H.M. Tubo;h. G M. Clari. J.S. Conrey, W.A. Rader and J.E.
Residue Evatuation and Planning Stafr, Sclenttie and Technical Services

APHIS, US Depariment of Agriculiure
Washington, D C.
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{APIIS), under the U S. Dupacnwnt of Agriculiure
(USDA), 13 responsible for assunnp the

consumiphion and  subjccl 10 cundemndinn
Under the New Animal Drug Regulations (NAD),
the Food & Drug Admunisiraton (FDA) publishes
the dlug usage, pee-slauphier drup wathdrawal
dic talerances for resdues

whokomeness of meais 1o the In
20ddion (0 doeae contrl, (his apency continuatly
monieors the liveseck and pouliry sidughicred at
federat imspecnon plants for drug and chemical
reswues The rewln of calendar year 1914
mannanog (o sulfa drug raiducs 1a nssves of
eatle, €alven, twsnc and pewliny are prescaicd in this
tept. Al imduded ate the findings of 3 spechal
suney sondmtad an furkeys onpwating flom the
sites of Noeh Carolina and South Catoling

Sulfa dug have enpned popilar ereninary we
for nuny sears, pos ot vt amd
gencosl effcaunemnn. They are admnicred 10
3nunale cithet By sncorporating thent in fueds and/or
dankiog waer, or by parenicral routes 1T aot
sdunnniered aceardih il <bed ¢ieonem. towever,
vielative tesndues will oecue 1n the cdible Wsucs of
treatcd ammals ot Ihe ame of slaughier Meats
contuning sweh revducs are gudped wniin for human

TADLE V. Sullonamide Orugs Otficially
Approved for Use in Cattie
_(including Calves) Raised lor Me

Do anet A 0t

Lo . A A
Sumanon T
proune 18 Fess 29 mow bodr 4
g"‘ = hey kr 4 Gayy ” (3]
WG berrenuny nv
- LI
Sov 15y =
,..: $4s100 " [
»ere Gay e
o
a) Lavw 73 myw
oSy negre/ gy tor L] L
<,
b Cornane Raas
Tathel 110 mym " (3]
our eog
Sutameins
are W08 Fewt 10 Mo dey
SN0 wainel anens | 7 @1

[ T}
n o
Pove 3T vesamy rew
MOV ammitmynrs g Y]
By ST Ly e
Ca233000
Pt et g "
€35 @100y
raem
Svtornen
Prasice 37210 rersman 3008 s L]
10700 my daytow 9 3 dory
oo
b ] (1]

and p
of thosc sulfs deugs Ihat can safcly be used 1n
various speties of animals (Tables 1-3) (1,33 The
L1 of sylfas 15 not complese, there are several sulfa
drups that do pox come under the NAD clasuficaton
of FOA 3t the present uine Thuse sulfa drugs not
under the NAD have been 1n wide e for many
ycars berause of their proven effecivencs But, the
pre-staughiee drug withidrawal requirements
Recevany for assutng ahsence of et readucs i
meats hase not been euabhiihed In view af thar
froquent wsape 1m0 vkl and pouliey indairy,
FDA 1zsearhers have recently poncraied sesdve
depktion dita pe 3 fow of these sulfas (Tadlc 4)
(2,9-0)

Sulfa Residue Manitoring Findings

Under the MPI Rendue Monoung Pragram,
snimab sre randomly chosen at the hime of
slaughier, the producers wennficd, and the fiver,
kidney and muscle nane collecied The tsucs are
indisiually packaged and frozen tafure shipping 10
an MP{ Laborsory for sulfa unafywis The Ridney
G i anlyzed i, and the liver ot musle
tnsues analyzcd only if the hidavy tiswe is found
postive The tesducs are wennficd by the wn thod
of Tishke 1 al (9), and fupher wWenufizanon and
confirmation of spcaific sulfa resnidue n
accomplnhd by emptoying thin fayer and
233-Iqnd cheomaiogrophy (10) The resulis of the
survey ate presentcd in Tadles 5 and 6.

Swine had e bighest incidonce of antfa residuc
violations Of the NI saniples analyzed, 25 were

Mhine al ol s nientificd u-lu h.\u]uu

TABLE 2 Sultonamide Orugs Oticlally Approved
1o Use In Swine Raised for Meat

Pt Oone at A o et
O __ o Ry soom e pon
Sacmony
priares 121300 Fews 1008 proa
$2072408  Compma lesd ter » .
@i 410 0apn
Oumon e o
2t on
O~ ed ey l" » *
(LA REF Y
Sstamahy
=) 811 Foud Tronn:SAe
858 630 PPN e aach 100

S gem Y]
Orrarg w s Crves
e - by
e 1urm (rETh 03 b
1) 230 mg et
axmgs b
aoy e
Ssaruow 39138 Cronevecpme s
RAMO P sre pencanr

20+ 100 g ? o
S
Prosiee  A0TIAB Oiemimgssie 20
R0 b oheewd 4 81

DAEE TN

Spaulding

Of the tatat 232 catile Lssue samples analyred.
three were poutive for sulfa reudues (1 )%
incidence) Sulfamethazine was sdinufied in twi of
the thies posives and subfayuingsaline in the therd
In calves, four of the tntal 298 samplcs were potetive
(1 3% incidence) Two of the pounves were
sulfamethazine and two wilabromancthaaine,

Atihough he ncrdence of occunence of wifa.

residucs was low. when sulfs residucs were found,
the Jevels weee hph, supgeshing pmible deug
minue \

In poulity, the reudue incidence rate was hipher
in turheys than an chuders: 60% and 9%
tespectively Seven of 13 poutnves on furkeys were
sull whnwtbayne, and four mere sullwuinnvaline
The other twa posiices 3n turkeys weee
sulfachivrapytarine and sulfaincithazine. Ia
ehickene, 313 1amples weer positane i a total of 321
samples analyzed  Sullawctharne aconted for
four and sutfaduncthuasne fur two of the 1n1at sia
postives -

Special Sulla Residue Survey In Turkeys ol
Nortnh Carolina snd South Carolina

Sourne arcas 1n Nonh Caralina and South Carofina
have had, in previous years, a high ineidunce of
wWifa resdue violations an turkeys Suveral thousand
pounds of processed birds were desiroyed beesuse of
sulla reseducs Therefure, MPE conducied 8 special

TABLE 3 Sulfonamide Orugs ORicially Approved
—for Use in Pouliry Raised for Meat
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VABLE 4. Sullonamide Drugs Used for
Thetapyand Piophylans ta Aeat Producing
Animats 840 Pouliry and Nol Covered
. Under New animai Brug Classiication_

TADLE 6. Sullanamide Pesidues o Liver
(L), Kidney (K) and Muscie (M) Tissues of
Poultlty Slaughiered Under Federal
Inspeciion. USOA Orug Res:dus Moniorng

suncy N additon n the mdonng paogiam of
sulfa Kakdues 1a piong tuikeys ongastng fom
Hhewe st The apecrd sy was comlu kd in the
third and foueih quarices uf 1974, sime pra

i Survey. 1974 ;;.um..u. of turkeys tcrs during the latice bl of
LTl Sam Sam. the year
T o s Nowtor o Resgm Samples of liver, Bidney and nuscle tissues were
l":_"‘“; Soacen :;‘; : ":: Ouarvey ohtained from e.at uf g turkeys (five 1o six Momikg
o - :"’ '"“ old} frum 2 producer The tinsscs were indivsdoally
>4 w8 froren and sent immcdiatcly to chemisiry
A e - X o3 Tabueatanes for sulfa residie fildowed the procedure
e O3 mpdey e " 4 descnbed under the monionng suney. Resulis of
r San .1 2 wossrere & o8 14 1D Special sunvey are presenicd in Table 7.
.s::;m» . re : : Erg of 170 sumiples weore pasitive for sulfa
vy residucs (4 7% ncidence) T rendics conssted of
T 27 M Vysenees L 04 asvlfadimcibovine, 3 sulfamciharine  and
w o 2-wlfaquinosatine
Passomera L 0434
:.l.::w ',. i ) Signlficance of Residue Findings
e » K "'2' The survey resulis wdicate that sulfa ressducs are
M ofe’  » frquent problem 1n the hivestock and povhiry
- R "u’a’) sndustry, Excessine residues shogld nat nccur (f
(aaingl . sulfz
VABLE 5. Sullaramide Residues in Liver - aid R i r:q;:u::m:‘:’ubl:::czgyﬁr::dﬂ el
(L), Kidncy (K] and Muscle {4} Trssues of e ol
Callle, Caives 30d Swine Siaughtcred Under s L 31 ( Arpromimaicly 30% of the sulfa sesidues
Federal Inspechion: USOA Grug Resdue . srovea . K 32 idenuficd 1n pouliry belnog 10 thase ot under the
Mon1oring Survey. 1974. - N_o3 NAD eategary Wik, withdrawal umes of fess than
Som  Sam B "‘""'"::""'M:: Ceosemdlaralaasmare  five days are establnhed for sulfas approved for
rn '-n m;; o s" o 9;"” od o povliey under the NAD Regulatons, studics 1ndicate
Sonsen ~-I-= o Sv:; 1 Mw;v 3 Onty I Y3ius §ampNs aralyred . ™hat the sulfas noe under NAD pencrdlly sequire
e~ - IM“" l greater than 10 days for avading wiolauve tiswe
o 1qune- 3 revdues
e X o
Mo TABLE 7. Sulfonamide Residues In Liver Violalive sulfa retidues can be peevenicd
. l::--u- : ‘.!:.ll (L} Kidney {K) and Muscie (M} Tissues of Primartly this 1o the scsponabiiy of hsestock
e - ;wityicSlauqmma n North Carolina and producess. When MPI finds violative zesrdues it 8
Comr™ 2m ¢ 2uarere LIeE 03 '"""::'cw‘n'f"“‘:'s%':"'u’fu":" R'::;':.' primanly indicative of 2 mmwse  The hvesock
e xx 3 : ud hould lake every precaunnon 0 neevant ihe
3 producer shou Y P e
P Surveiltance s“'""‘s’;:""“ to Decembes :nmtr:'n of un’uunr h:.-u oficn, the prublem can
memaroe K104 14 - Iraced (o one of the fullnw ing management eravrs:
v su B 2asemene :‘ ::‘;'l Sompt . 5;:‘:;:” omur (1) negleeting 10 follnw the appruved w ithdrawal
T o) Anarred Poseve iserairg thom) nme, (2) adiministenng the drup over the recom-
[ o?;‘ It 0 Todoqwre 1 42,07 mended dose, (3) adnnnsicnng foed and w ater adde-
! tives sinwliancously wiwn they should ol be, (4)
wore Wt LR NS falure o dean siagage tanks and feeders of medie
T wmbome L 00, 00 2 whiomsre- L' caled feed proe 1o changing 10 2 poe medwated
merairs X :'- I i~ x fecd, and () impropcr storage.
. 1 :::u- : :; However, the drug indusiry, feed manufaciurers,
“oe 3 1remeta. Lt veterinary pracuitioncts and segulalory ageacics also
1 s Los r have essennal roles 1n a resrdue preveniion program.
e : : :t" :t';' The strug industry has the ohligation 1o advise the
1 THe rarge ol s Ovas 179 000 10 Wa lor 1N IVU0 Samms ) The rengs o7 78 duat Iivestock on peopes usage of sullas and o
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_€ondyet tescaich to deicrmine adequale withdiawal
(Twn 1o RESIDUES. page 26) :
(Conunued iom pige 20)

times Feed manufacturcts must eremise exireme
caution in preparsinn, ideniificaln and pruper
delivery of medicated feeds The) should estabinh a
quality comral program seompanied by ged
manufoctvnng  wihniques  Vewnnaruns  should
preseribe pruper drugs and advise thew chents of the |
sestncnons impaned on drug wsape The tepututuey ¢
spencics should issuc Ihe neuessary recaine sdatioas |
for (hose sulfas creanng residue  problems,
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Suifa drug management
and surveillance

S ulla residues in hog carcasses

can lead to condemnations and
other serious problems for produc-
ers. Quite ollen the residues are a
resull of cross-contamination of feed
from delivery, handling, mixing and
storage of ingredients and feeds. It
has been estimated 70 1o 80% of all
hogs marketed in the US receive
some form of sulfa during their hife-
tinie. Due 10 the fact over 90% of the
swine markeled are Iree of residue, it
is obvious the drug can be handled
s0 residues are nol a problem,

Talk 1o your feed supplier, and
make sure he knows wha! you want
done to help preven! residues and
make sure you uriderstand what he
can do lo help. Non-medicated with-
drawal feeds and medicated feeds
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shouwa not be delivered in the same
truck load. Requesl the truck be
cleaned if used to deliver medicated
teed prior to delivering non-medi-
caled feed to your farm. If possible,
be present at time of delivery 1o know
exactly what feed was delivered.
Make sure ail ingredients or leeds
are clearly identihiad and labeled 2nd
the feed is pu! inlo the proper bin.
Make sure bins are clearly fabeled.
Keeping your mixing and storage
area clean and orderly w'll help pre-
vent accidental mix-ups, tt e experis
say. Keep medicated pre-mixes in
their original containers separale
from  non-nedicaled ingredients
used in withdrawal rations. If using
containers such as garbage cans,
tabel the can, not jus! the hd. Prompt-

ly clean up and dispose of any spilled
medicated feed where it will not con-
taminate other feed.

Moong equipment is notorious for
cross-conlamination of feed. Such
equipment should be properly
grounded to prevent electrostatic
buildup which can cause sulfa parti-
cles to stick to the inside. A granuylar
form of sulfa, rather than powdered,
will help prevent this also. A master
formula should be made up 1o insure
accuracy during feed preparation.
This hst should include the proper
order in which medtcated and non-
medicaled feeds are added to the
mixer. The tems should be carelully
checked off and initialed by the per-
son making the feed to verify inclu-
sion of all ingredients at the proper



levels.

Add high potency pre-mixes into
relatively large amounts of mixed
ingredients for proper distribution
throughout the batch. A good rule of
thumb is not to add less than two
percent of any ingredient in a vertical
mixer nor less than one percent in a
horizontal mixer. Follow manufactur-
ers recommendations to determine
the minimum amount of a premix to
add to the mixer.

Mixing equipment should be
flushed with several hundred pounds
of cracked or ground grain foliowing
mixing of sulfa-containing ration.
This flush material should be set
aside for use in the mixing of a
sulfa-medicated ration. Equipment
should be cleaned thorou hly period-
ically using a vacuum cleaner or sim-
ilar device to remove all the dust and
buildup inside as well as outside the
mixer.

Keep in mind the delivery system
(wagons, augers, conveyors, storage
bins and feeders) can be guilty of
cavsing cross-contamination. As lit-
tle as a quarter-teaspoon of sulfa per
ton of feed is enough to create
unsafe cross-contamination.

Careful planning of slaughterings
can also help preven! problems due
to sulfa residues. Do not market any
hogs which have not met the with-
drawal requirements for the sulfa
drug used. Avoid unplanned market-
ings of any hogs such as sows or
crippled hogs which may violate reg-
ulations. Delay marketing if in doubt.

- -Naturally, label directions should be
closely followed with any drug.

Drinking water provided in the
withdrawal stage should be free of
sulfa. It sulfa is Used in finishing
feeds, scrape and wash pens or
move pigs to clean pens 48 to 72
hours after sulfa removal unless the
floor is completely slatted with no
manure buildup. Hogs continue to
excrete sulla in their urine for two or
three days after removal. For this
reason, il is not wise to use lagoon
water which may contain drugs to
tlush finishing floors where market
hogs could possibly consume the
waler.

Sulfamethazine_is. currently_ the
sullanamlde mvolved in the ressdue
problem.” This sulfa ‘gained promi-

nence as a leed additive primarily
due to research showing its ellicacy
_in the elimination- of Bordetalla
bronchiseptica (a principal cause of
atrophic rhinitis} for the nasal cavity
of swine. The ability of a combinalion
of antibiotics and sullamethazine to
maintain gains in the presence of
atrophic rhinitis has also contributed
to the popularity of its use.

Sulfonamides_ (either_sulfametba-
zine of sulfath:ozole) are used in

~ine _teeds 1o _reduce _cervical

|
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abcesses, 'treat baclerial _swing
enteritis™ and “vibrionic” d"ysemefx,
maintain~weight in"the pwsence of

atrophic rhinitis “and__control_swing -
pneumgp_ caused by baclenal
palhog‘ens "

“~Since very low levels of sulfameth-
azine in finishing feed may cause
residue probtems, producers may
wan! o explore alternatives to the
use of the drug on their farms |f the
diseases for which it is approved are
not present on the farm, the necessi-
ty of the drug might be questioned.

Sulfathiazole or one of several
atrophic rhinitis bactering offer alter-
natives "to su!fametha [\e if_you' e
trying fo’ conquer "AR on your farm.

Likewise, other drugs may be equalfy '«

or more effective in the treatment
and/or prevention of salmonellosis
and vibrionic dysentery as well as
the reduction of cervical abscesses.
Finally, other growth promotants may
be as effective in pigs up to 75
pounds

If you're still intent on using sulfa-
methazine, maybe you should con-
sider changing forms to either granu-
lar or liquid. As mentioned above, the
granutar form is less likely to contam-
inate mixing equipment. The lquid,
ori 'the other hand, bypasses the
mixing equipment entirely. Dr. R. L.
Morter ot Purdue University recom-
mends dosing individual sow’s feed
in the farrowing house with an auto-
matic syringe.

Improper use of sulfonamides is a
threat, not only to the entire swine
industry, but also 1o the person who
makes the decision for use. The indi-
vidual producer may lose profit on a
daily basis through increased cost of
the sulfa-containing feed as well as
the loss he may face if a residue is
discovered in the hogs.

When a violative level is found, the
producer must send live hogs to
slaughter for "‘pre-markel’ testing.
This test period usually require$ two
weeks. Il the test hogs are not in
violation, the producer may resume
marketing. Otherwise, he will need to
continue **pre-testing'’ until the test
hogs are below the maximum residue
level of 0.1 ppm. n
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Lafcy G. BisN, D.V.M., Univeralty of Hiinols Coltege of Veterinary Medicing

n spite of increased sulla residue

knowledge and precautions, the
swine tissue residue rate remains
high and is a cause ol concern 1o
Food and Drug Admimistration (FOA)
and United States Department of
Agriculture (USDA) officials USDA
meat inspeclors iniated the momitor-
ing of swine tissues for sulla resi-
dues in 1973, and the viotative rate
has consistenlly ranged between
9 5-15% During the first ten montns
of 1978, the USDA analyzed 5172
samples of swine tissue for sulfona-
mides. A violalive residue was found
in 483 (9 3%) of the samples — the
lowest levei since monitoring began
Research and on-the-farm investiga-
tions have revealed that delermining
the cause of a residue can be a difli-
cull and complex probiem.

Under the Food. Drug and Cosmetic

"Act — administered by the FDA — i 1s

illegal to send live animals 1o markel
if they contain drug restdues above
established tclerinces. Likewise
under the Federal Meat inspection
Act — administered dy the USDA —
meat cannol be scld for human con-
sumplion il 1t contains residues
above the tolerances set by the FDA.
The current established tolerance for

LeRoy G. Biehl, a
[5:" . native of West
- . Salem, linois, re-
ceived the 8.S. de-
gree from the tni-
versity of Iliinois in
=o; 1956 and the OVM
c degree in 1958
From 1958 1o 1963
he was a general
velerinary practtioner i Oiney, Ilh-
nots. in 1963, Dr. Bieh! buiit the Albion
Velerinary Chnic and practiced mn Al-
bion, hinois unlil joining the Umver-
sity of hinoss chinic stalf in 1972, He
received his M S, degree in veleninary
medicine from the Umiversily ol ith-
nois and became assistant professor
in velennary chmcal med.cine and
veterinary extension in 1975,

Or. Biehl is a member c! the Eastern
flinois Velerinary Medical Associa-
tion, the Bhinois Veternnary Medical
Association, American Veterinary
Med:ical Assocration, the Amencan
Association of Swine Practinoners
and the lthnois Academy of Veterinary
Medicine.

n

sullas in swine tissue is 0.1 part per
milion (ppm), This tolerance level is
based on limited 90-day toxicity
studies designed 1o provide a 2,000~
fold margin of safety for humans. Dur-
ing the past year, the FDA decided
not {o raise the tolerance level be-
cause of insufficient dala to justify
lowering the safety margin.

The problem 1s not new because
swine tissues have probably con-
tamed sulla residues since the early
1950's when sultonamides began o
be added extensively to swine ra-
tions,

The causes cf violative suifa resi-
dues in swine can be manyfold but es-
sentiafly narrow down to two rea-
sons: eilher inadequale withdrawal
1ime or consumption of low levet sulta
up 1o the time of slaughter. Field in-
vestigations of producers who have
marketed hogs with violative tissue
residues indicale 92% of the pro-
ducers aid fallow proper withdrawa!
procedures. Therelore, most of the
violations are the resuit of accidental
fow-level contamination of rations
and water during the withdrawal pe-
riod. Another source is the ingestion
ol sulfa contaminated feces and
urine.

Research at the University of Ji-
tinois College of Veterinary Medicine
indicates that as hitle as 2 gm. of
sulfamethazine (approximately ‘i
teaspoon) in a ton of complete mxed
feed is enough lo cause 2 tissue vio-
lation, This means forty pounds of
medicated feed will contaminate a
ton of clean feed. Between 70-120
pounds of residual feed may be left in
the bottomn of an auger-wagon, mixer-
grinder, bulk bin or delivery truck.
Carryover of sulla can occur in the
mixing equipment, delivery equip-
ment or the farm or commercial mill.
Other sources ol sulfa residues may
be a mix-up by the producer or deliv-
ery truck in unloading medicaled
feed. And drug car¢yover in water
bnes Irom water medications has
been reported up to 2°/z months after
use.

Manyre and urine frcm pigs on
sulfa-medicated feeds serve as a
sulla source of sufficient magnitude
1o cause a residue. Recenl studies by
litino’s veleninary researchers have
shown that sulfa-free pigs placed
into pens containing manure from
pigs fed sullonamides had viotative

tissve residues within 48 hours,
The USDA in cooperation with the
swine industry and FDA has launched
a muiti-phase campaign to eliminate
the violative residues so thal syl.
fonamides can continue 10 be used
During phase one of this program,
epidemiologit information was gath-
ered. Animal and Plant Health Inspec-
tion Service (APHIS) diagnosticians
visited 3100 producers — 75 pro-
ducers whose hogs had previous vio-
lative residues and 25 producers
who routinely fed sulfa but had never
experienced suifa violations. Feed,
soil, manure and fagoon water sam.-
ples were collected and senl to Dr.
Richard Bevill's laboratory at the Uni-
versity ot lllinois College of Veten-
nary Medicine for analys:s. All of the
analyses have not been completed,
but 93 samples of withdrawal ration
have been anatyzed with the follow-
ing results:
44.0% — contained no sulla
36.5% — cortaaed 0-1.0 ppm sulla
7.5% — coniained 1.0-2.0 ppm sulfa
2 2% — contained 2 0-3.0 ppm sulfa
1.1% -- contained 4.0-5.0 ppm sulla
6 5% — contained > 50 ppm sulla
‘When the finishing ration contained
sulfa, the individual ingredients were
analyzed if possible. Soybean meal
was analyzed only when the com-
plete finished ration was contami-
nated with sulfa. Twelve such soy-
bean meal samples were analyzed
with the following results:
41.7% — contained no suifa
41.7% — contained  0-5 ppm sulla
16.6% ~ contained * > 5 ppm sulla
Two samples of vitamin premix
{rom sulta-contaminaled rations con-
tained 0 and 10.9 ppm respectively.
Fourteen samples of supplement from
contaminaled fhinishing ralions con-
tained sulia as folfows:
21.4% — contained no sulfa

42.9% — contained  O-% ppm sulls
28 6% — contained  1-2 ppm sulla
7.1% — contained  3-4 ppm sulls

Frequently in our investigations woé
have found several scurces of sulld
contamination which by themselves
are iow but added together are above
the 1-2 ppm concentration, For exam-
ple, one producer had the follownd
contamination. His penicillin-strep-
lomycin additive contained 15 ppm
sulfametrazine and his vitamin-min-
eral premix 2 ppm, leaving tum with 8
wilhdrawal finishing ration conlaining

. FEED MANAGEMENT
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more than 1 ppm.

Ouring phase two of the USDA cam-
paign to eliminate sulfa residues, an
investigative survey by extension or
APHIS personnel is made on a farm in
violation at the producer’s request.
Samples are taken at dilferent points
in the feed delivery systems to deter-
mine the entry and source of sulfa
contamination. FDA offlicials have
agreed not 1o prosecute any pro-
ducer who cooperales with the sur-
vey in an aitempt lo lind the source of
sulfa. The FDA has given the pro-
ducers and USDA approximately 14
months 10 subslantially decrease the
rate of sulfa violations. If violations
are not reduced, it is likely sulfona-
mides will be removed as an ap-
proved feed additive and perhaps as
a medication for swine. Il is decreas-
ing, but we still have a long way to go.

Although preventing violative tis-
suve residues shculd be easy, ie.,
feeding a sulta-free dret for 16 days
prior to slaughter; it has not been that
simple. Some producers who have
taken stringent precautions or were
nol even feeding sulfas have had vio-
tative residues. As indicated in the
Phase 1 investigalions, the ration or
components of the ration are fre-

quently contaminated with sulla, The ~

producer may be purchasing a feed
ingredient inadvertently that has
been contaminated further up the bine.
For this reason we are recommerding
sampling of finishing rations as well
as ingredients, If the finishing ration
contains sulfa, the rest of the ingredi-
ents are analyzed.

Tominimize the opportunity for sulfa
residues, the following practices
shou'd be considered:

1. Thoroughly clean feed system

and feeders when swilching lo
non-medicated hin'shing feed,
then wash manure and urine oft
of ticors and pens for at least
two days.
Install separate mixing, storage
and feading sysiems for non-
sulfa finishing feeds incfuding
separate building for finishing.

3. Talk to vour feed supplier about

your cuicerns. Sample all delrv-
eries of finishing feed and ana-
lyze them for sulfa carryover.

4. Consider using sulfathazole in-

stead of sultamethazine. Sulfa-

- thiazole is eliminated from the
blood stream faster than sul-
famethazine and has a shorter
withdrawal lime (7 days as op-
posed 10 15 days with sulfame-
thazine), Therefore, the oppor-
tunities for tissue residue
probably are not as great with
sulfathiazote.

When tlissues hbave been found to
contain a violative level, the pro-
ducer is contacled by the USDA's
Food Safety and Quahty Service
(FSQS). A USDA representative of-
fers to visit the farm and help lhe pro-
ducer determine the cause of resi-
due. The producer can sell future
hogs subject to slaughter testing or
send five hogs for a pre-market test.
The five hogs are slaughtered and
tissue samples analyzed. Packers
will discount the price for these five

N

hogs because they must be frozen
untif the resulls are known and can-
not be sold for fresh pork. It the tis-
sues are negative, the producer is
cleared and may resume marketing
hogs without restriction.

To prevent the price loss for the
five pre-market test hogs, the pro-
ducer can test a random live hogs
and the withdrawal feed belore pres-
entation for slaughter. il both are
negative, the hogs should pass the
pre-market siaughter test. Although
producers still suffer a price dis-
count on the tive hogs, the procedure
prevents the total loss of income from
these hogs. We have used this pro-
cedure wiih success in lilinois.

Every effort should be taken by the
producer and commercial feed sup-
plier 1o prevent sulfa residues. If the
violation rate is not reduced substan-
tialiy, we may lose an imporlant drug
from our arsenal. tm




-

Y

. L adK 10ses @ DES MO NeS O HASIICE e P 515 213 2600
STATEMENT
by the
NATIONAL PORK PRODUCERS COUNCIL

for the hearing record on
s. 1979
of the

Subcommittee on International Trade

of the

Senate Finance Committee

July, 1982

Mr. Chairman ahd Members of the Subcommittee:

The National Pork Pr?ducers Council has over 110,000 dues-paying,
producer farm families<;;»members. It is funded entirely by a voluntary
checkoff program which collects two dimes per market hog at the market
place. Producers who voluntarily participate number well over 200,000.
The goal of our relatively young organization is to improve the profit-
ability of pork production. We provide consumers with information
concerning the nutrition and the economic value of pork. 1In addition
to increasing demand for the product, our Council's job is to reduce the
costs of production by improving efficiency.

The sulfonamides, which include the three compounds addressed in
this legislation, are very important to pork producers. These drugs,
when used for therapeutic purposes to treat diseases, are administered
by addition to the animal's food or water or Ly direct administration.
In addition, the sulofnamides are added to the feed supply in an effort
to contrel diseases and thus improve the rate of growth or the efficiency

of production.
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Two sulfonamides which are used widely in feed are sul+uthiazole and
sulfamethazine. H.R. 4890 addresses sulfathiazole directly. Sulfaguanadine,
also addressed in this legislation, is further processed into sulfamethazine.
Sulfathiazole and sulfamethazine are used by pork producers in (wo and Lhree-
way combinations with antibiotics in the feed for their animals. A high
percentage of all hogs produced in the United States receive a sulfonamide drug
either for therapeutic purposes or in the feed supply sometime during their
growth. Consequently, these drugs are important to pork producers both ‘for
their use in curing diseases and maintaining a healthy animal and because of
their wide use, they are important as a cost reduction item in the production
of the animals.

It has been estimated that the duty on these sulfa drugs adds approximately
20-30 cents per ton to the cost of feed, It is estimated that each hog marketed
will consume about 400 pounds of sulfa medicated feed. The added cost per
animal on the average would be approximately 4-6 cents for the sulfonamide used
in the feed supply. Elimination of the duty on these drugs would hopefully be
passed on to producers, although not necessarily by the direct amount saved by
the elimination of the duty. Actually, the amount saved by the elimination of
the duty could be greater because of the add on that would have been expected to
take place during the various stages of production and distribution. In addition,
we recognize that the elimination of the duty may not have any marked bearing on
the market price of the drugs, but we are still confident that the drugs would
be cheaper t? producers with the elimination of the duty after supply and demand
has established a market price for the drugs. Although the few cents savings
per animal might not appear significant, when you consider that U.S. production
is between 80 and 90 million hogs per year and that a high percentage of these

animals receive sulfonamides, the aggregate impact on the industry is significant.
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Further, it is our understanding that presently there is no authority for
neyotiating a comparable conce sion for the elimination of duty on the three
drugs addressed in H.R. 4890, even if Conyress extends the authority of Section
124 of the Trude Act of 1974. While the Section does authorize the President
to neyotiate U.S. duty rates, the size of such reductions is very limited
and the elimination of duties is not allowed, Consequently, after considering
all factors, the National Pork Producers Council supports H.R. 4890 and urges
that the Subcommittee move forward with prompt and favorable consideration of
this measure.

Thank you Mr. Chairman. This concludes our statement and I will be glad

to respond to any guestions.

ik
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Testimony of Clarus M. Galloway, Materials Manager of Salsbury Labora-
tories, Inc., Charles City Iowa

In support of H.R. 4890 to eliminate U.S. tariffs on chemical products
Sulfaguanidine, Sulfapyridine, and Sulfathiazole.

Subcommittee on Trade of the
Committee on Ways and Means
U.S. House of Representatives

- . May 26, 1982

Mr. Chairman, by way of introduction, Salsbury Laboratoriés, Inc., is a
small to medium size company, which has a long-term commitment to
supplying products and services to the animal health industry. Quality
products at competitive prices have enabled the company to earn the
confidence of livestock raisers in their efforts to produce meat and

eggs at a profit.

Salsbury favors passage of H.R. 4890 because we feel it represents a
realistic tariff reduction of benefit to American manufacturers pro-
ducing and marketing sulfa products to agriculture -- within the frame

work of world supply and demand.

In addition, H.R. 4890 makes possible substantial savings to the Ameri-
can livestock producer in his battle to realize a profit and ultimately

to the consumer in better prices for meat and eggs.

Elimination of the tariff is not going to guarantee the price of sulfa
products to the farmers will stay at their present levels. However,
elimination of the tariff will allow American manufacturers to purchase

these sulfa products on the world market without the duty of 22 to 30
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percent being added on top of the purchase price depending on which
sulfa i{s purchased. The animal health business is highly competitive
and for this reaéon we are confident that these savings of 22 to 30

percent in duties will work to an advantage for the farmer and consumer.

The Bureau of Economics, Chemical Division, Department of Commerce, in a
recent survey, sampled the chemical industry, particularly those who
have an interest in the sulfa market, and found a response generally
favoring the passage of this bill.

In contact with other suppliers of sulfa érugs to the animal health
industry, we found strong support for the passage of this bill. Their
support apparently is based on the stong hope that sulfa-bearing pro-
ducts can be supplied to the livestock industry at a lower cost -- no

doubt they also feel this provides a competitive position.

There has been some concern registered about the illegal use of sulfa-
guanidine and sulfapyridine because they allegedly are not approved by
the U.S. Food and Drug Administration (FDA) for veterinary use. We
disagree with this contention as there are a number of companies who
presently have sulfapyridine approved for interim use in combination
with other sulfa drugs. Also, because of the government effort to
eliminate sulfa residues in slaughter animals, it makes little sense
that producers would take the chance of using these drugs other than

according to the label directions.

Sulfapyridine also has application outside the animal health industry.

It is used as an intermediate in the manufacture of sulfasalazine (SASP),

98-592 0 - 82 - 4
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a highly effective therapeutic drug for treatment of ulcerative colitis
in humans. Salsbury Laboratories is the only domestic manufacturer of
SASP. Yet, due to the cost of the raw material sulfapyridine, a sub-
stantial portion being duty, we capture less than 25% of the total

product sold in the United States,

The chemical product sulfaguanadine has no direct uses in the animal
health industry. However, it is an intermediate in the manufaczturing of

widely used sulfamethazine and sodium sulfamethazine.

Importation of sulfaguanadine duty-free, and used to manufacture sulf-
arethazine and sodium sulfamethazine will not.only result in competition
to benefit livestock producers and consumers, but will also increase

American employment vs. chemical manufacture in other countries.

Sulfathiazole is also a very widely used sulfa drug in the animal
health industry. Sulfathiazole and its sodium salt are used in near
equal volume in the industry. Removal of the import duty of sulfa-
thiazole will encourage conversion of chemical products to its salt
form, sodium sulfathiazole. Presently, substantial quantities of sulfa-
thiazole from China, which does not have éDA approved plants, is being
converted to sodium sulfathiazole in West European countries having FDA
approved plants and it then becomes the product of the converting com=~
pany. Passage of H.R. 4890 will allow the importation of sulfathiazole
for conversion by American industry at a competitive edge over sodium

sulfathiazole from other companies.
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In summary, it is our contention, along with the support of many companies
who are our competition, that through passage of H.R. 4890, American
manufacturers will be able to offer more economical sulfa-bearing pro-
ducts to the animal and agricultural industry and lower priced end
products to the ultimate consumer. At the same time, passage of this
bill will serve to stimulate American manufacturing of end use sulfa

drugs now being produced in other countries.
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Add{itional Testimony of Clarus M. Galloway, Materials Manager of Salsbury
Laboratories, Inc., Charles City, Iowa -

In support of H.R. 4890 to eliminate U.S. tariffs on chemical products
Sulfaguanidine, Sulfapyridine, and Sulfathiazole.

Subcommittee on Trade of the
Committee on Ways and Means
U.S. House of Representatives

May 26, 1982

Mr. Louis Schneider, Counsel for Pharmacia Laboratories, Inc., a Swedish company,
referred to the opening of a sulfasalazine (SASP) production facility in the

Virgin Islands. If K.R. 4890 is rejected by khis committee, Pharmacia will be

able to bring SASP int® the U.S. duty free. This will put the only U.S. producer,
Salsbury Laboratories, Inc., out of SASP production and will encourage monopolistic
practices on a world wide basis. Thus it is to the distinct advantage of Pharmacia
to have H.R. 4890 rejected and the duty remain on sulfapyridine. At the same time,
rejection of H.R. 4890 will work to the disadvantage of the American livestock
producer who must buy sulfapyridine drugs at higher pr?ces because of the duty on

the product.

American Cyanamid has registered opposition to the removai of duty from sulfa-
guanidine use in production of sulfamethazine. It is a well known fact in the
industry that American Cyanamid 1s one of the largest buyers of sulfamethazine
in the world marketplace. It is our belief Cyanamid purchases nearly 50% of
their total requirements. If duty-free sulfaguanidine is a threat to American
Cyanamid's plant employment, why doesn't Cyanamid support H.R. 4890 and purchase
sulfaguanidine on the world market for their production of sulfamethazine?

This would result in reduced sulfamethazine prices to the livestock industry

and would maintain employment at the Cyanamid planmt.
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Senator DANFORTH. Senator Heinz.

Senator HEINz. Mr. Chairman, thank you.

I want to commend you for calling these hearings. You have a
lengthy witness list and a variety of important issues. I -would,
however, like to take a little time to make a few brief comments
about S. 1902, which is the first bill that is before us today.

That bill, as we know, would extend the President’s authority
under section 124 to make tariff reductions for an additional 2--
years.

I want to comment at the beginning of this hearing because I do
have serious reservations about this bill. I hope the committee will
consider those reservations very carefully before taking it up.

ﬁ‘My reservations involve both the principle and the practical
effect.

Senator DANFORTH. Excuse me, Senator Heinz. Do you have any
questions for Mr. Lamb? I thought I would just excuse Mr. Lamb if
you don’t have any questions.

"~ Senator HEiNz. Why don’t you go ahead and do that, Mr. Chair-
man.

Senator DANFORTH. All right.

Thank you very much, Mr. Lamb.

Mr. LaMB. Thank you, Mr. Chairman.

Senator DANFORTH. Mr. Lamb, Senator Dole will have some ques-
tions for the record. ‘ -

Mr. LamB. We would be glad to answer those.

[The questions from Senator Dole and the answers from the Ad-
ministration follow:]



48

QUESTIONS FOR THE ADMINISTRATION FROM SENATOR DOLE

QUESTICN: Do the E.C. procedures and practices differ significantly in
implementation and effect from U.S. procedures with regard to imports entitled
to duty-free treatment under the Florence Agreement? Does the Administration
regard E.C. practices as affording U.S. exporters reciprocal treatment
compared to U.S. practices?

ANSWER:

EEC procedures and practices with regard to imports entitled to duty-free
treatment under the Florence Agreement do differ significantly from those
applied by the Unjited States. However, it should be noted that the
Administration believes that the EEC has generally complied with the terms and
spirit of the Florence Agreement. The one sector in which the differences

have sometimes adversely affected U.S. interests concerns the scientific

instruments industry.

Procedures in EEC member states are much less formal and open than our own.

In some member states applicant institutions and their U.S. suppliers
experience difficulty learning the rationale for denial decisions involving
U.S. instruments denied duty-free treatment. Some negative decisions
involving U.S. instruments are difficult to justify in terms of U.S. practices
under the agreement. The EEC appears to use decisions on some cases as
precedents for other entries rather than viewing each entry on its own

merits. The EEC interpretation of scientific instruments also is somewhat
more restrictive than our own. Nevertheless, the vast majority of EEC

decisions appear to be in conformity with the terms of the Agreement.
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shipments of scientific instruments represent a very small percentage of total
U.S. trade under the Florence Agreement, The United States enjoys a very

favorable balance of trade under the Agreement both overall and for scientific
“~4indtruments alone. This ;ay be the reason that, except for a handful of
complaints, U.S. scientific equipment manufacturers and associations have
demonstrated little interest in the EEC Annex D problem and the Nairobi
Protocol. By centrast, manufacturers of the products covered by other

annexes, which represent the significant majority of total U.S. trade under

the Florence Agreement, are strongly in favor of the Protocol,

The Administration believes U.S. exporters are being afforded reciprocal

treatment in most cases.



QUESTION: What is the U.S. Government doing to protect the rights of U.S.
exporters derived by them under the terms of -the Florence Agreement?

ANSWER:

The U.S. Government intervenes diplomatically with the concerned government

when specific problems are brought to its attention.

So far as the EEC is concerned, bilateral discussions have been held since
1978 to discuss the differences between the two countries in implementation of
annex D provisions (duty-free treatment of scientific instruments). These
bilateral discussions will continue in an-attempt to resolve problems and

produce better information during the 2-1/2 year period of provisional U.S.

implementation of the Protocol envisioned by the pending legislation.
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QUESTION: S. 2685 would provide the President with discretion to ratify the
Nairobli Protocol, but provides no guidelines controlling that determination.
what specific evidence of reciprocity in implementation will the
Administration seek from the E.C. before ratifying the Protocol? Should
specific guidelines be included in the legislation as a condition of
implementation?

ANSWER:

The Administration will be looking at varjious criteria in deciding whether it
continues to be in the economic interests of the United States to ratify the
Nairobi Protocol., The President will take into account the level of
obligatjons assumed by our trading partners under the Protocol, the method of
implementation of the oﬁligations, and the benefits of U.S. ratification for

U.S. consumers and exporters.

In relation to the EEC specifically, we will be looking for open and
accessible procedures at least roughly comparable to those of the United
States; adoption of the more liberal Annex C.l; strengthened recognition of
the EEC Commission's competence in all Florence Agreement matters and a clear
improvement of its ability to adopt and enforce uniform standards for imports
under the Agreement and the Protocol; and as complete and detailed an
understanding as can be reached on the specific tariff coverage of the various

annexes.

It should be noted that S.2685 does not itself address the issue of
ratification. Rather, the bill implements on a provisional basis, until the

Protocol comes into force for the United States, and thereafter on a permanent
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basis, the U.S. treaty obligation. Senate guidance on depositing the
instrument of ratification could more appropriately be included in the
Committee Report of the Senate Foreign Relations Committee in reporting out
the Resolution on Advice and Consent, or possibly in the Senate Resolution
itself. We believe, nevertheless, that legislative history developed during
Senate advice and consent hearings and during the hearings on this bill

provide adequate quidance to the Administration regarding r;tification.
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Senator HEINz. I do want to say that S. 1902 seems to me to be
virtually unprecedented. Congress has historically guarded its pre-
rogative to set trade policy, and has never granted broad tariffcut-
ting authority outside the context of a specific negotiation like the
Kennedy round or the Tokyo round. That was the original purpose
of section 124 in the Trade Act of 1974. Its 2-year extension in the
Trade Agreement Act of 1979 was specifically to tie up loose ends
left over from the Tokyo round.

Those in the room today—if they are still in the room, if they
don’t move too quickly—who were involved in the writing of that
bill will remember that even that modest objective was the subject
of considerable controversy for precisely the reason I have suggest-
ed, the dangerously broad grant of authority to the Executive.

Mr. Chairman, my second reservation about this bill concerns
the practical effect. Simply put, I believe, the good it will do or
may do will be far outweighed by the damage it will do to already
heavily import-impacted industries.

The authority in the bill is extremely broad—deliberately so,
says the administration, so it can make the best deals possible. I
suppose that makes some sense; but to get those good deals, what
do we have to give up or relinquish? Clearly our tariffs on items
other nations want to send hére. What might those items be? In all
probability, a good assortment of products from industries that are
already vulnerable to competition from abroad.

Take a look at the industries that oppose this bill: apparel, leath-
er goods, specialty steel, footwear, lead and zinc, color televisions,
among others, and you have a list of the industries in this country
already reeling from imports—some fair and some not. These in-
dustries have serious problems by any standard of measurement;
yet, what this grant of authority proposes to do is to put an addi-
tional burden on them.

To understand that better, I suggest we ask the administration
why it opposes an amendment that will clearly exempt those indus-
tries from the scope of the bill. The answer, I suspect, would be the
need for flexibility in negotiations. What that means to me is that
the administration realizes the point I just made; that's why they
wanted to leave.

In order to get the tariff reductions abroad that the private-
sector proponents of this bill want we are going to have to reduce
our tariffs in precisely the areas opponents of this bill fear will
hurt them the most. The damage we do thereby, in my opinion, Mr.
Chairman, far outweighs the gains the bill’s proponents will obtain.
A better approach, it seems to me, is to handle the matter sectoral-
ly, which we are doing with respect to certain high technology
items that are also the subject of today’s hearing, and I hope that
the committee will consider that alternative approach carefully

before it acts hastily on S. 1902, .
- I do have a couple of questions I'would like to submit for'the ad-
ministration. You said Mr. Lamb was going to leave; I didn’t real-
ize everybody else was going to leave.

Senator DaANFORTH. Thank you, Senator Heinz.
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Senator DANFORTH. It is my understanding that Congressman de
Lugo is present now, and if that is so we would appreciate hearing
from him.

Mr. pE Luco. Thank you very much, Senator._

Senator DaNFoRTH. Thank you, sir, for being here.

STATEMENT OF HON. RON DE LUGO, DELEGATE, U.S. VIRGIN
ISLANDS

Mr. pE Luco. I would like to thank you for extending the courte-
sy to appear before your committee this mornmg

Mr. Chairman and members of the committee, I greatly appreci-
ate this opportunity to share my views with you on certain critical
aspects of adopting the increase in value limitations for duty-free
importations of personal articles by persons returning from the in-
sular possessions of the United States, as proposed under H.R.
4566.

As we all know, the U.S. possessions and in particular my com-
munity, the U.S. Virgin Islands, rely heavily on tourism to keep
their economies thriving. In addition to climate and hotel accom-
modations and cultural attractions and fishing, one of the major in-
ducements for a would-be visitor is the shopping values that can be
found in the territories. Bargain-conscious travelers often find it
less expensive to buy certain items outside the U.S. mainland and
to bring them back home. Coming from the U.S. Virgin Islands, for
example, a person can return with items such as liquor, jewelry,
and perfume at substantial savings.

In the bill currently before this subcommittee, the (duty-free ceil-
ing for hand-carried purchases from U.S. possessions is increased to
$800 from the present $600 and from $40 to $100 for gifts mailed to
the United States. These levels maintain the traditional 2 to 1 ad-
vantage in favor of the U.S. possessions over items brought in from
foreign lands. The Congress has consistently recognized this advan-
tage as one of great importance to the tourism-based economies of
our territories, with whom the United States has a very special and
unique relationship.

I caution the members of this committee, though, against any in-
crease in the duty-free ceilings above these present levels. In fact,
these are compromise levels. To tell you the truth, I wouldn’t mind
the levels staying at what they are today; but the ongmal roposal
was to increase them to $1,200 to the Virgin Islands and $600 for-
eign, which would have just about made it meaningless for the
Virgin Islands. So this is a compromise that we can live with, but I
urge you not to raise it any further.

Further increases could jeopardize the incentives for travel to
the U.S. territories, when you consider what the average tourist ac-
tually spends.

If we raise the ceiling for purchases made in Europe, for exam-
ple, a person might be more inclined to travel there, particularly
when you consider that air fares are alrnost the same to Europe
these days as they are to the Virgin Islands, unfortunately.

The House Ways and Means Committee recognized this diminish-
ing return factor, the damage it would have on the territories, and
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acted to amend downward the higher ceiling that wer igi
called for in this bill. 8 8 ® originally
_ In closing, I simply urge that the increases in the duty-free ceil-
ings proposed in H.R. 4566 not be raised further, and that the 2-to-
1 ratio be maintained. -

[The prepared statement of Hon. Ron de Luga follows:]

TesTiMoNY oF RoN pE Luco

MR. CHAIRMAN AND MeMBERS OF THE COMMITTEE, | GREATLY APPRECIATE -
THIS OPPORTUNITY TO SHARE MY VIEWS WITH YOU ON CERTAIN CRITICAL ASPECTS
OF ADOPTING THE INCREASE IN VALUE LIMITATIONS FOR DUTY-FREE IMPORTATIONS
OF PERSONAL ARTICLES BY PERSONS RETURNING FROM THE INSULAR POSSESSIONS
OF THE UNITED STATES, AS PROPOSED UNDER H,R.4566.

As WE ALL KNOW, THE POSSESSIONS AND IN PARTICULAR MY COMMUNITY,
RELY HEAVILY ON TOURISM TO KEEP THEIR ECONOMIES THRIVING, [N ADDITION
TO CLIMATE, HOTEL ACCOMODATIONS, AND CULTURAL ATTRACTIONS, ONE OF THE
MAJOR INDUCEMENTS FOR A WOULD BE VISITOR IS THE SHOPPING VALUES THAT
CAN BE FOUND IN THE TERRITORIES, BARGAIN-CONSCIOUS TRAVELERS OFTEN
FIND IT LESS EXPENSIVE TO BUY CERTAIN ITEMS OUTSIDE THE U.S. AND BRING
THEM BACK HOME., COMING FROM THE VIRGIN ISLANDS, FOR EXAMPLE, A PERSON
CAN RETURN WITH ITEMS SUCH AS LIQUOR, JEWELRY AND PERFUME AT SUBSTANTIAL
SAVINGS,

IN THE BILL CURRENTLY BEFORE THIS SUBCOMMITTEE, THE DUTY-FREE
CEILING FOR HAND CARRIED PURCHASES FROM THE U.S. POSSESSIONS IS
INCREASED TO $800 FroM $600 AND FrRoM $40 To $100 FOR GIFTS MAILED TO
THE U.S. THESE LEVELS MAINTAIN THE TRADITIONAL TWO TO ONE ADVANTAGE
IN FAVOR OF THE POSSESSIONS OVER ITEMS BROUGHT IN FROM FOREIGN LANDS.
THE CONGRESS HAS CONSISTENTLY RECOGNIZED THIS ADVANTAGE AS ONE OF
GREAT IMPORTANCE TO THE TOURISM-BASED ECONOMIES OF OUR TERRITORIES,
WITH WHOM THE UNITED STAES HAS A VERY SPECIAL AND UNIQUE RELATIONSHIP,
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I MUST CAUTION THE MEMBERS THOUGH, AGAINST ANY INCREASE IN THE
DUTY-FREE CEILINGS ABOVE THESE LEVELS. FURTHER INCREASES COULD
JEOPARDIZE THE INCENTIVES FOR TRAVEL TO THE TERRITORIES, WHEN YOU CONSIDER
WHAT THE AVERAGE TOURIST ACTUALLY SPENDS. If WE RAISE THE CEILING FOR
PURCHASES MADE IN EUROPE, FOR EXAMPLE, A PERSON MIGHT BE MORE INCLINED
TO TRAVEL THERE, PARTICULARLY WHEN YOU CONSIDER THAT AIR FARES ARE ALMOST
THE SAME TO EUROPE AS THEY ARE TO THE VIRGIN ISLANDS. THE House WAYs
AND MEANS COMMITTEE RECOGNIZED THIS DEMINISHING RETURN FACTOR, THE
DAMAGE IT WOULD HAVE ON THE TERRITORIES, AND ACTED TO AMEND DOWNWARD
THE HIGHER CEILINGS THAT WERE ORIGINALLY CALLED FOR IN THIS BiLL.

IN cLosSING, MR, CHAIRMAN, | SIMPLY URGE THAT THE INCREASES IN
THE DUTY-FREE CEILINGS PROPOSED IN H.R, 4566 NOT BE RAISED FURTHER
AND THAT THE 2 TO 1 RATIO BE MAINTAINED.
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Senator DANrorTH. All right. Thank you very much, Congress-
man.

It is my understanding that this provision is not particularly con-
troversial, this provision in H.R. 4566, but I appreciate your being
here and giving us your views.

Senator Heinz. )

Senator HEiNz. No questions at this time, Mr. Chairman.

Senator DANFORTH. Thank you very much, sir. -

The next witness is Paul O’Day, Deputy Assistant Secretary for
Commerce’s Trade Development.

STATEMENT OF PAUL T. O'DAY, DEPUTY ASSISTANT SECRETARY
FOR TRADE DEVELOPMENT, U.S. DEPARTMENT OF COMMERCE

Mr. O'Day. Thank you, Mr. Chairman. I appreciate this opportu-
nity to join with my colleagues from the State Department in sup-
porting S. 2685. In view of the long list of witnesses you have I
would like to, with your approval, submit my statement for the
record, and perhaps just briefly summarize.

Senator DaNFORTH. Right. No witness even has to ask to submit
their statement. They will all be included in the record, and if you
would all just summarize your comments in the allotted time it
would be very much appreciated.

Mr. O’'Day. Thank you, Mr. Chairman.

The bill before the committee, S. 2685, would implement the
Nairobi protocol to the Florence agreement. The Nairobi protocol
amends and expands the coverage of the basic agreement to take
into account technological changes since 1950.

Basically, the legislation would:

One, require the immediate granting of temporary duty-free
treatment for articles specifically designed for the use of physically
or mentally handicapped persons other than the blind;

Two, authorize the President to grant temporary duty-free treat-
ment for any other articles covered by the bill for a temporary
period not to exceed 2% years; and

Three, provide a safeguard mechanism for U.S. producers of
products for the handicapped which allows for a strict adherence to
the provisions of the protocol as a remedy to any significant ad-
verse effect from imports.

The legislation provides that permanent duty-free treatment may
be granted if the President finds within 2% years that our trading
partners are acting in an equivalent manner, taking into account
their level of obligations, method of implementation, and the bene-
fits to U.S. producers and consumers.

If S. 2685 is enacted, the United States would adhere to five of
the nine annexes in the Nairobi protocol: Annex A on books and
periodicals, annex B on works of art, annex C on audiovisual mate-
rials, annex D on scientific instruments and related tools, and
a%n?i E on articles for the blind and otherwise handicapped indi-
viduals.

We would not propose to adhere to annexes F, G, and H, cover-
ing sports equipment, musical instruments and equipment, and ma-
terials and machines used in the production of books.
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Mr. Chairman, we believe that there are significant export op-
portunities within the context of the Nairobi protocol, should it be
adopted in a widespread way across the world. Those benefits are
worth the support of the Commerce Department, the State
Department, and the administration. And, therefore, we propose
and urge the committee to adopt the legislation now before it on
this subject.

I would be pleased to answer any questions you may have.

Senator DANFORTH. Thank you very much, Mr. O’Day.

[The prepared statement of Hon. Paul T. O’Day follows:]
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STATEMENT OF
PAUL T. G'DAY
OEPUTY ASSISTANT SECRETARY FOR TRADE DEVELGPMENT
U.S. DEPARTMENT OF COMMERCE
BEFORE THE
SUBCCMMITTEE ON INTERNATIONAL TRADE
oF THE
COMMITTEE ON FINANCE
UNITED STATES SENATE
WASHINGTON, D.C.
July 21, 1982

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:

I APPRECIATE THIS OPPORTUNITY TO TESTIFY BEFORE THE SUBCOMMITTEE ON
S. 2685, A BILL "TO IMPLEMENT THE NAIROBI PROTCCOL TO THE FLORENCE AGREEMENT
ON THE IMPCRTATION OF EDUCATICN, SCIENTIFIC, AND CULTURAL MATERIALS."

THE BASIC FLORENCE AGREEMENT WAS NEGOTIATED IN 1950 AND PROVIDES
PRINCIPALLY FOR EXEMPTION GF DUTIES FOR IMPORTS OF EDUCATIONAL, SCIENTIFIC,
AND CULTURAL MATERIALS. THE NAIROBI PROTOCOL AMENDS AND EXPANDS THE COVERAGE
OF THE BASIC AGREEMENT TO TAKE INTO ACCCUNT TECHNOLOGICAL CHANGES SINCE 1950
TO INCLUDE ADDITIONAL CATEGORIES AND MATERIALS,
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THE PROPOSED LEGISLATION WOULD:

1. REQUIRE THE IMMEDIATE GRANTING OF TEMPORARY DUTY-FREE TREATMENT
FOR ARTICLES SPECIFICALLY DESIGNED FOR THE USé GOF PHYSICALLY OR
MENTALLY HANDICAPPED PERSONS OTHER THAN THE BLIND;

. 2. AUTHORIZE THE PRESIDENT TO GRANT TEMPORARY DUTY-FREE TREATMENT
FOR ANY OTHER ARTICLES COVERED BY THE BILL FOR A TEMPCRARY
PERIOD NOT TO EXCEED 2-1/2‘ YEARS FROM DATE OF ENACTMENT ; AND

3. PROVIDE A "SA{EGUARD" MECHANISM FOR U.S. PRODUCERS QOF PRODUCTS

FOR THE HANDICAPPED WHICH ALLOWS STRICT ADHERENCE TO THE

PROVISIONS OF THE PROTOCOL AS A REMEDY TO SIGNFICIANT ADVERSE

IMPACT FROM IMPORTS.
IN ADDITION, THE LEGISLATION PROVIDES THAT PERMANENT DUTY-FREE TREATMENT MAY
BE GRANTED, IF THE PRESIOZINT FINDS WITHIN THE 2-1/2 YEAR PERIOD THAT OUR
TRADING PARYTNERS ARE ACTING IN AN EQUIVALENT MANNER, TAKING INTO ACCOUNT THEIR
LEVEL CF OBLIGATIONS AND MFTHOD OF IMPLEMENTATION, AND THE BENEFITS FOR U.S.

CONSUMERS AND EXPORTERS.

S. 2685 WOULD ENABLE THE UNITED STATES 70 IMPLEMENT THE PROVISIONS OF THE
NAIRO8I PROTOCOL. THE MAJOR BENEFITS TO BE DERIVED FROM THE PROTOCOL ARE
CONTAINED IN THE PROVISIONS EXEMPTING FROM CUSTOMS DUTY THOSE MATERIALS LISTED
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IN THE NINE ANNEXES, SOME OF WHICH ARE MANDATORY AND SOME OPTIONAL. IF
S. 2685 IS ENACTED, THE UNITED STATES WOULD ADHERE TO FIVE OF THE NINE ANNEXES

"IN THE NAIROBL PROTOCOL:
ANNEX A - BOOKS AND PERIODICALS
ANNEX B - WORKS OF ART
ANNEX C - AUDIO VISUAL MATERIALS
ANNEX D - SCIENTIFIC INSTRUMENTS +ARD RELATED TOOLS

ANNEX E - ARTICLES FOR THE BLIND AND OTHERWISE HANGICAPPED

INDIVIDUALS

THE UNLITED STATES WOULD NOT PROFOSE TO ADHERE TO ANNEXES F, G, AND H,
COVERING SPGRTS EQUIPMENT, MUSICAL INSTRUMENTS AND EQUIPMENT, AND MATERIALS
AND MACHINES USED IN THE PRODUCTION OF BOOKS, RESPECTIVELY,

THE COMMERCE DEPARTMENT BELIEVES THAT WIDESPREAD ADOPTION OF THE PROTOCOL
COULD RESULT IN SIGNIFICANT NE. TRADE GPPORTUNITIES FCR U.S. EXPORTERS. THE
LIBERAL OUTY-FREE TREATMENT PROVISIONS IN S. 2685 CAN BE JUSTIFIED ON A
PERMANENT BASIS ONLY IF THERE IS GENERALLY EQUIVALENT APPLICATION OF THE
PROTOCOL BY OTHER MAJOR TRADING NATIONS.



WE BELIEVE THAT THE AUTHORITY TO GRANT, OR WITHHOLD, DUTY-FREE TREATMENT
FOR THE MAjORITY OF THE ARTICLES UNDER THE PROTOCOL WItL PROVIDE EFFECTIVE
* INCENTIVES TO INDUCE ADEQUATE IMPLEMENTATION OF THE PROTOCOL BY OTHER-
NATIONS. IT wILL PERMIT EARLY U.S. IMPLEMENTATION OF THE PROTOCOL, 8UT ONLY
ON A TEMPORARY BASIS TO ENSURE THAT THE UNITED STATES WILL NOT BECOME
OBLIGATED UNDER THE PROTOCOL TO GRANT CUTY-FREE TREATMENT.ON A PERMANENT BASIS
UNTIL ADQUATE RECIPROCITY IS ASSURED.

IN CLOSING, I WOULD LIKE TO STATE THAT WE BELICVE THAT THIS LEGISLATION
PROVIDES GVERALL TRADE BENEFITS FOR U.S. INDUSTRY. THEREFORE, THE COMMERCE

DEPARTMENT SUPPCRTS Thc ENACTMENT GF S. 2685.

-
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Senator DANFORTH. Senator Heinz. -

Senator HEINz. No questions.

Senator DANFOrRTH. Thank you very much, sir.

Mr. O’'Day. Thank you, Mr. Chairman.

Senator DanrForTH. All right, the next witness is David Elliott,
chairman of the Joint Industry Group, with Eleanor Talmadge,
president, Andrus Campflow of America.

STATEMENT OF DAVID J. ELLIOTT, CHAIRMAN OF THE JOINT
INDUSTRY GROUP OF THE CHAMBER OF COMMERCE

Mr. Eruiorr. Good morning, Mr. Chairman, Senator Bentsen,
Senalor Heinz.

As requested, I will summarize my statement.

My name is David Elliott. I am manager of customs, export, and
trade affairs for Procter & Gamble. I am here today as chairman of
the Joint Industry Group, and I am accompanied by Frank Samolis
of Patton, Boggs & Blow.

The Joint Industry Group is a coalition of 21 business associ-
ations broadly representative of American businesses_involved in
international trade. A listing of the members who support this
statement is included in my written testimony.

Mr. Chairman, the Joint Industry Group strongly supports S.
1902, which would extend for 2 additional years the President’s
;'gzy limited authority to negotiate tariff reductions under section

Despite the accomplishments achieved in the Tokyo round and
the publicity recently given to nontariff barriers in world trade,
the fact remains that many of our trading partners retain prohibi-
tively high tariffs on selected imports.

While undoubtedly the subcommittee is aware of the general
nature of the-authority embodied in section 124, it may not be as
aware of the extent to which existing tariff difficulties are burden-
ing U.S. exporters in specific foreign markets where, without high
tariffs, the United States could compete effectively.

hA few- examples may illustrate the need for extending this au-
thority:

U.S. chocolate manufacturers are trying to penetrate a.potential-
ly lucrative market in Asia. They are inhibited, however, by tariffs
of 30 percent in Japan, 60 percent in Korea, and 100 percent in
Taiwan. U.S. tariffs are 5 percent on solid chocolate bars and 7 per-
cent on other chocolate confectionery.

American furniture manufacturers face an effective 30 percent
tariff -on their finished furniture products in Canada. This com-
pares with a tariff range in the United States of 2.4 to 16 percent
for the same products.

The tariff on disposable diapers is currently 80 percent in the
Philippines and 56 percent in Korea, compared to the current U.S.
rate of 3 percent.

High Common Market duties effectively exclude U.S.-made alu-
minum truck wheels from Europe, even though there is no produc-
tion there.

Semiconductor duties are around 17 percent in Europe compared
with 4.2 percent in the United States and Japan.
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U.S.-made specialty and other papers could significantly expand
their markets if Japanese and European duties could be lowered.

Job creation through improved export performance depends upon
the elimination of all trade-distorting obstacles, and the problem of
unreasonably high tariffs abroad is, in selected cases, as vital as
the problem of nontariff barriers. In this regard it is worth noting
that section 124 already has a proven track record of success. It has
been used twice—once as the result of a petition by the U.S. semi-
conductor industry to USTR, which resulted in a bilateral agree-
ment with Japan, in which Japan accelerated previously agreed
upon reduction from 10.1 to 4.2 percent, and the United States ac-
celerated its reductions from 5.6 to 4.2 percent.

In the section 124 agreement with Taiwan, the other agreement,
U.S. duties were reduced on goods which had already been accord-
ed GSP duty-free treatment. In exchange, the Taiwanese made ap-
proximately 50 percent rate reductions on many items of particular
interest to U.S. exporters. For example, while the disposable diaper
reductions should create an additional 300 jobs in this country, we
gave up duty protection on bamboo shoots in cans, and I doubt that
that cost us very many jobs.

The group is aware of the concern among some that section 124
will be used to negotiate tariff reductions in import-sensitive indus-
tries such as footwear or textiles. The group is very sensitive to
this issue, but we believe the fear to be unfounded.

First of all, the renewed authority is very limited and will con-
tain the same safeguards as previous law: no more than 20 percent
reductions on any item, and the President is limited to negotiations
on no more than 2 percent of our U.S. imports in the most recent
year.

In addition, in the House counterpart of this bill, the Ways and
Means Subcommittee on Trade adopted an amendment which pro-
hibits the President from entering into any trade agreement under
section 124 w.th regard to articles designated by the President as
import-sensitive.

The report language defines several products as being import-
sensitive: Automotive products, textiles and apparel, steel, and foot-
wear, and provides an appropriate mechanism for identifying
others. The group supports both this amendment and the report
language as an appropriate means of preventing job losses at a
very difficult economic time.

We are confident that this committee, through its oversight and
authorization powers, has the ability to insure that the congres-
sional intent is fulfilled. We urge expeditious action on the legisla-
tion. Many U.S. industries with a highly efficient, pinpointed
export potential need tariff negotiations to accomp!ish it.

We would be pleased to provide any additional information and
answer questions. -

Senator DANFORTH. Thank you very much, Mr. Elliott.

[The prepared statement of David Elliot follows:]



STATEMENT OF
THE JOINT INDUSTRY GROUP
OF THE U.S. CHAMBER OF COMMERCE
BEFORE THE
SUBCOMMITTEE ON INTERNATIONAL TRADE

COMMITTEE ON FINANCE

UNITED STATES SENATE
ON S. 1902

Good morning. My name is David J. Elliott, manager of
customs and international trade affairs for Procter & Gamble. I
am accompanied here today by Mr. Frank R. Samolis, of the
Washington law firm Patton, Boggs & Blow. We are appearing on
behalf of the Joint Industry Group, an ad hoc coalition of trade
associations representing many segments of American business
involved in international trade, including exporters, importers,
customs brokers, and others. A listing of the members who
support our statement is included as part of my written
testimony.

The Joint Industry Group is very appreciative of this
opportunity to testify in support of S. 1902, which would extend
for two additional years the President's authority to negotiate
tariff reductions pursuant to section 124 of the Trade Act of
1974, '

Mr. Chairman, the Joint Industry Group strongly believes
that the President and the United States Trade Representative
need renéwal of this trade negotiation authority. Despite the
accomplishments achieved in the Tokyo Round of trade negotia-
tions, and the publicity recently given to the issue of non-

tariff barriers in world trade, the fact remains that many of our



trading partners retain prohibitively high tariffs on selected
imports.

As you know, Presidential action under section 124 is
premised upon a determination that existing duties or other
import restrictions are "unduly burdening and restricting the
foreign trade of the United States." The Joint I lustry Group
fully supports the Administration's continuing efforts to seek
reductions in existing tariff obstacles which are excluding U.S.
goods from foreign markets. However, without extension of
section 124 authority, the President is severely restricted in
his ability to correct this situation. We believe that the
President should at least be given the authority to negotiate
trade agreements whicﬁ will open new markets and expand U.S.
exports.

Renewal of section 124 authority will facilitate the
narrowing of trade-distorting disparities between certain low
U.S. and high foreign tariffs. At this moment, there are several
instances where negotiations on tariff barriers are at a stale~-
mate because the USTR does not have the requisite statutory
authority. While the Subcommittee is aware of the general nature
of the authority embodied in section 124, it may not be aware of
the extent to which existing tariff difficulties are burdening
U.S. exporters in specific foreign markets where =-- without the
high tariffs -- the U.S. could compete. A few examples may

illustrate the urgency of renewing section 124 authority:
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-- U.S. chocolate manufaéturers are tfying to
penetrate a potentially lucrative market in Asia.

They are inhibited, however, by tariffs of 30% in
Japan, 60% in Korea and 100% in Taiwan. U.S. tariffs
on chocolate are 5% on solid chocolate bars and 7% on
other chocolate confectionary.

== American furniture manufacturers face an effective
30% tariff on ;heir finished furniture products
entering Canada. This compares with a tariff range in
the U.S. of 2.4% to 16% for the same products.

-- The tariff on disposable diapers is currently 80%
in the Philippines and 56.5% in Korea, compared to the
current U.S. rate of 3.1%. .

-- American manufacturers of semiconductors face a 17%
tariff on their exports to the European Economic
Community. This is compare; to a 4.2% tariff on
imports of these articles into the United States,

Job creation through improved export performance depends
upon the elimination of all trade-distorting obstacles, and the
problem of unreasonably high tariffs abroad is every bit 5;-vital
as the problem of non-tariff barriers. Particularly wigg respect
to those industries like furniture and wood prodﬁbts manufac-
turing that are relying on improvedlexport performénce to counter
the effects of a stagnant domestic market, the reduction in

foreign tariffs is absolutely essential.



In this regard, it is worth noting that the utilization of
section 124 in the recent past has been successful: the U.S.
semiconductor industry petitioned the USTR to negotiate a
bilateral agreement with Japan, in which Japanese duties were
reduced from 10.1 to 4.2 percent, while U.S. duties were reduced
from 5.6 to 4.2 percent, 1In another section 124 trade agreement
with Taiwan, U.S. duties were reduced on goods which had already
been accorded GSP duty-free treatment. In exchange, the
Taiwanese made 50% reductions on many items of-particular
interest to U.S. exporters. Taiwan's reduction in duties on one
item alone -- disposable diapers -~ could expand exports enough
to create about 300 additional jobs in the United States.
Obviously, the larger the market which U.S. manufacturers can

reach overseas, the greater the number of jobs there will be at

- home.

The Joint Industry Group is aware of the concern among some
that section 124 authority will be used to negotiate tariff
reductions affecting import sensitive industries such as footwear
or apparel, We believe this fear to be unfounded for several
reasons:

1. The renewed section 124 authority will contain the
same safeguards as did previous law, In any trade agreement that
is concluded under this authority, the President cannot reduce
the tariff more than 20% on any ohe item. In addition, imports

of products subject to section 124 tariff cuts are limited to 2%

of all U.S. imports.



69

2, The statutory framework of the Trade Act of 1974
provides for other safeqguards by requiring the President to ] N
consult with the International Trade Commission, Executive
agencies, and representatives from the private sector in deter-
mining the domestic economic impact of any trade agreement
negotiated under section 124, The President also must apprise
the House Committee on Ways and Means and the Senate Finance
Committee of the progress of any trade agreement negotiations.
Given the direct limitations on the amount of tariff reductions
the President is allowed to make, and the indirect checks arising
out of the consultations with government and private sector
iﬁterests, the power of the President to make tariff reductions
with section 124 authority is quite narrow.

3. In the House counterpart of S. 1902, the Subcommittee
on Trade of the Committee on Ways and Means adopted an amendment
which would impose additional safeguards for troubled domestic
industries. The amendment specifically provides that the
President cannot enter into any trade agreement under section 124
authority "with regard to articles that are designated by the
President as import sensitive." The Joint Industry Group accepts
this amendment as a compromise which wiil allow the President to
continue to seek reductions in foreign tariffs, while ensuring
that our import sensitive industries will not be advetsély
affected by any resulting trade agreement.

4. The past history of the use of section 124 authority

provides a further assurance of how it will be used in the



70

future. In the two agreements mentioned above, the tariff reduc-
tions implemented by the United States were small in comparison
to the reductions received in exchange. As far as the Joint
Industry Group knows, no import sensitive industries were
affected by those trade agreements.

The Joint Industry Group strengly urges the Senate Finance
Committee to act expeditiously on this legislation. A number of
highly efficient U.S. industries have pinpointed potential export
markets in which they are ready, willing, and able to compete
head-on with their foreign counterparts. We ask only that they
be given the chance to compete on reasonably even éerms. The
Joint Industry Group firmly believes that extension of the
President's trade negotiating authority will lead to a worthwnile
improvement in U.S. export performance, which will help revita-
lize the business climate in the U.S. and create new job
opportunities. We would be pleased to supply the Committee with
any additional information which would expand on our statement

today. Thank you for your consideration of our position.
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THE JOINT INDUSTRY GROUP
U.S. CHAMBER OF COMMERCE
WASHINGTON, D.C.

DAVID ) ELLIOTT, CHAIRMAN
PO BOX 399, CINCINNATI OMIO 45201

In making this statement, the Joint Industry Group has the
support of the following associations and businesses they
present:

The Air Transport Association of America - represents

nearly all scheduled airlines of the United States,

The American Electronics Association - has over 1,900 high

technology electronics companies as members. Its members are
mostly small to medium in size, with more than half employing
fewer than 200 people. B

The American Association of Exporters and Importers -
represents over 1,200 companies, many small to medium in size,
plus 200 customs brokers, attorneys and banks.

The American Paper Institute - represents companies which
account for 90% of U.S. production of pulp, paper, and
paperboard.

The American Retail Federation - an umbrella organization
encompassing thirty national and fifty state retail associations
that represent more than one million retail establishments with
over 13,000,000 employees. '

The Chamber of Commerce of the United States - represents

over 236,000 companies and 2,800 state local Chambers of

Commerce.

The Chocolate Manufactures Association - A nationwide

organization representing approximately 95% of the manufacturers
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and distributors of cocoa and chocolate confectionery products.
The industry employs around 18,000 individuals,

The Cigar Association of America - includes 75% of all U.S.

cigar sales and major cigar tobacco leaf dealers.

The Computer & Business Equipment Manufacturers Association -

includes nearly forty members with 1,000,000 employees and in
excess of $50 billion in worldwide revenues. Members range from
the smallest to the largest in the industry.

The Electronic Industries Association - its 400 member

companies, which range in size from some of the very largest
American businesses to manufacturers in the $25-50 million annual
sales range, have plants in every State in the Union.

The Foreign Trade Association of Southern California -

represents 250 firms in Southern California in the import-export -
trade.

The International Hardwood Products Association - an

iq;etnational association of 250 importers, suppliers and allied
industry members. Members handle 75% of all imported hardwood
products and range in size from small private businesses to the
largest in the industry.

The Motor Vehicle Manufacturers Association - its 9 members

produce 99% of all U.S.-made motor vehicles.

The National Association of Fﬁrniture Manufacturers; The

Southern Furniture Manufacturers Association = over 275,000

employees representing NAFM and SFMA with over $10 billion in

sales produced by the domestic furniture manufacturers.
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The National Association of Photographic Manufacturers -

its corporate membership employs approximately 115,000 individals
and represents over 90% of domestic shipments of photographic
products.

The National Committee on International Trade Documentation =~

N
includes many of the major U.S. industrial and service companies.

The National Customs Brokers & Forwarders Association of

America, Inc. - a nationwide organization composed of licensed
Customs brokers and ocean/air freight forwarding firms. The
national association has 26 regional and local affiliated
associations of brokers and forwarders; the affiliates are
located in every major U.S. port. The combined membership
handles most of the general cargo imported into and exported from
this country.

The National Foreign Trade Council - is the oldest and

largest private, non-profit organization exclusively concerned
with the expansion of American foreign trade and investment.
More than 650 firms make up the membership of the NFTC with
council memb;rs accounting for over 70% of all U.S. exports and
over 70% of all U.S. foreign direct private investment.

The National Forest Products Association - An organization

of 2,500 companies which are engaged in the manufacture and
marketing éf a wide variety of wood products.

The Scientific Apparatus Makers Association - represents

manfacturers and distributors of scientific, industrial, and

medical instruments and related equipment.
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The U.S. Council for International Business - a business

policy-making organization which represents and serves the
interests of, several hundred multinational corporations before

relevant national and international authorities.
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Senator DANFORTH. Senator Heinz.

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

Mr. Elliott, as I said a few minutes ago, my concern in-granting
this authority, besides the fact that it is unprecedented, is that it
would harm a number of industries that are easily harmed, had
been harmed, are being harmed by imports. Would you agree or
disagree with that? -

Mr. Eruiorr. I am aware that many industries feel that they
have been harmed and injured by imports. There is a significant
evidence of that in many different ways. The Joint Industry Group
is not interested in pursuing tariff reductions that would in any
wasy; further threaten those industries.

nator HEinz. Well, that means, therefore, you would support a
policy that would prevent the administration from cutting tariffs
on industries that are being hurt by imports?

Mr. ELLiorT. We would certainly support a policy that precluded
negotiations under 124 on the duties of import-sensitive industries.
That may %g beyond those now being injured.

Senator HEINz. All right. One way to do that is to say that we
will not grant authority for negotiations on anything that is not al-
ready on the GSP list. Would you support that policy?

Mr. Eruiort. The concern we have with that particular formula-
tion, sir, is that the GSP eligibles list is not per se a definition of
import-sensitive industries. I understand from conversations with
USTR there are a number of products that are not import-sensi-
tive, that are not ou the GSP eligible list because no one ever
thought it was interesting to put them on.

Senator Henvz. Would you be willing to support a policy that
started by saying we are not going to grant authority for anything
that 1s not on the GSP list, with the exception of certain specified
product categories that you or the administration demonstrate are
not import-sensitive?

Mr. ELuiort. Did you say start with the GSP eligibles list and
then add nonsensitive items to that? That would certainly be an
approach that could be considered. Yes.

nator HEINZ. Are you able to s‘?ecify what you believe are non-
import-sensitive product categories?

Mr. Eruiort. We have not gone through that process, Senator.

0.

Senator HEINz. I think that might be helpful.

Mr. Eruiorr. I will make due note and pursue your suggestion.

Senator HEiNz. Thank you very much.

Thank you, Mr. Chairman.

Senator DANFORTH. Senator Bentsen.

Senator BENTSEN. No questions. Thank you.

Senator DANFORTH. Thank you, Mr. Elliott.

Ambassador Brock, glad to have you back.

Ambassador Brock. Thank you, Mr. Chairman.

Do I have a prepared text? I don’t know if I do or not. It’s irrele-
vant. I'm not going to use it, obviously.

Senator HEeiNz. If the chairman will yield, I will be happy to lend
yol my statement.

Ambassador Brock. I wouldn't take that for all the tea in China.
[Laughter.]

98-592 0 - 82 ~ 6
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I ]am trying to present a factual case here today, Senator. [Laugh-
ter.

Senator HEINz. ] can’t wait for the question session, Mr. Chair-
man. [Laughter.]

Senator BENTSEN. You are off to a great start now. I had planned
to go right back to the floor, but I think I'll stay. [Laughter.]

Senator DANFORTH. Ambassador Brock, it was my understanding
that you have some other appointment this morning and that you
were hoping to get out in about 45 minutes. Good luck.

Senator HEiNz. Mr. Chairman, I thought that his years in the
Senate would not be lost on him.

Ambassador Brock. Occasionally I forget about it, sometimes de-
liberately.

\ STATEMENT OF AMBASSADOR WILLIAM E. BROCK, U.S. TRADE
REPRESENTATIVE

Ambassador Brock. I do want to just be very brief, because I do
want to reserve a time for questions. _

Senator HeiNz. We're developing a long list of them, starting
now. :

Ambassador BrRock. Well, there are serious questions about this
study, and I respect the differences that do exist on both sides; but,
for myself, I seek it for a very simple reason, and that is that we
need the ability to negotiate to advantage U.S. exports and to do so
in a fashion that does not create problems for imports and for
import-sensitive industries.

It seems to me that what we have tried to do over the period of
years of this authority is to have the ability to take that kind of
action and to do so very, very carefully. It’s been done in a limited
fashion; it’s been done in a way that, in my judgment, has created
no new problems.

The basic thrust of the request is to simply leave us with the
ability to use every tool that we can in negotiating new business
opportunities for American firms and workers wherever they may
want to engage in commerce outside of the United States. That is
the purpose of the request, and to me it is a very simple one that
we would appreciate an affirmative response to.

I should say, because I know we will get into some questions,
that I have an extensive list of steps that are taken now to pre-
clude the kind of concerns that have been expressed, to insure that
we do not do violence to those industries that are import-sensitive.
In that particular regard, if you wish, I can either handle that in
response to questions or provide the committee with a complete
listing of the steps that we go through in making the determina-
tion for 124 authority use or for the reduction of tariffs. That
would be entirely up to you; but I do want to stress the fact that it
is an exhaustive and extensive process that is carefully described
both by law and by procedure to insure that we do accommodate
the concerns of the Members of this body, because there are valid
reasons for the expression of such concerns on the basis of the cur-
rent economic difficulty we find ourselves in.
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I think that’s enough for me to stop on, Mr. Chairman, and try
to get to whatever questions you have and see if we can resolve the
issue.

[The prepared statement of Ambassador Brock follows:]
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STATEMENT OF

WILLIAM E. BROCK

MEMBERS OF THE SUBCOMMITTEE, LADIES AND GENTLEMEN:

GOOD MORNING. I WELCOME THIS OPPORTUNITY TO MAKE A
" FEW, BRIEF REMARKS IN SUPPORT OF S. 1902, LEGISLATION
WHICH WOULD RENEW FOR TWO YEARS THE PRESIDENT'S RESIDUAL
TARIFF AUTHORITY UNDER SECTION 124 OF THE TRADE ACT OF

1974.

AS YOU RKNOW, SECTION 124 TARIFF AUTHORITY EXPIRED ON
JANUARY 3, 1982. UNDER SECTION 124, THE PRESIDENT HAS
THE AUTHORITY TO MARE MODEST REDUCTIONS OF NO MORE THAN
20 PERCENT IN U.S. TARIFFS IN EXCHANGE FOR OFTEN MUCH

LARGER CUTS IN FOREIGN TARIFES.

OUR OFFICE DOES NOT CONSIDER SECTION 124 TO BE A GENERAL
NEGOTIATING AUTHORITY. WE INTEND TO USE THIS AUTHORITY
ONLY IN SPECIFIC CASES IN WHICH GOOD OPPORTUNITIES TO

NEGOTIATE REDUCCTIONS IN FOREIGN TRADE BARRIERS ARISE.

OUR OFFICE REGULARLY RECEIVES COMPLAINTS FROM AMERICAN
FIRMS AND WORKERS REGARDING HIGH FOREIGN TARIFFS,
PARTICULARLY IN TARIFF DISPARITY CASES IN WHICH FOREIGN

TARIFFS EXCEED THOSE FOR THE UNITED STATES ON THE SAME
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PRODUCTS. WE MADE PROGRESS IN REDUCING FOREIGN TARIFFS
AND TARIFF DISPARITIES DURING THE TOKYO ROUND OF
MULTILATERAL TRADE NEGOTIATIONS, BUT THERE IS STILL ROOM
FOR FURTHER MOVEMENT. THE NEWLY INDUSTRIALIZED AND
OTHER DEVELOPING COUNTRIES PRESENT PARTICULARLY
ATTRACTIVE OPPORTUNITIES FOR SECTION 124 TARIFF
NEGOTIATIONS, SINCE MANY OF THESE COUNTRIES DID NOT
ACTIVELY PARTICIPATE IN THE MULTILATERAL TRADE
NEGOTIATIONS, SEVERAL OF THEM NOW APPEAR WILLING TO
NEGOTIATE THEIR HIGH TARIFFS WHICH LIMIT OUR EXPORT
SUCCESS. CANADA AND THE EC HAVE ALSO INDICATED AN

INTEREST IN SECTION 124 TARIFF NEGOTIATIONS, IF OUR

AUTHO