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REPORT TO THEE PRESIDENT

U.S. Tariff Commission
Washington, September 6, 1962

To the President:

In response to your request dated November 21, 1961, i/ the
U.S. Tariff Commission, on November 22, 1961, instituted an investi-
gation under section 22(a) of the Agricultural Adjustment Act, as
amended (7 U.S.C. 624(a)), to determine whether articles or materials
wholly or in part of cotton are being, or are practically certain to
be, imported into the United States under such conditions and in
such quantities as to render or tend to render ineffective, or
materially interfere with, the programs or operations undertaken
by the U.S. Department of Agriculture (USDA) with respect to cotton
or products thereof, or to reduce substantially the amount of any
product processed in the United States from cotton or products
thereof with respect to which such programs or operations are being
undertaken.

Public notice of the investigation and of the public hearing
to be held in connection therewith was posted at the office of the
Commission in Washington, D.C., and at its office in New York City,

and was published in the Federal Register (26 F.R. 11226), and in

the November 30, 1961, issue of Treasury Decisions. In this original

notice, the hearing was scheduled to begin on March 13, 1962; this

;/ Copies of the President's letter to the Commission and the
related letter to the President from the Secretary of Agriculture
are included in appendix A,



date was subsequently changed to February 13, 1962, and public
notice thereof was given in the same manner as the original notice

(26 F.R. 11402; Nov. 30, 1961, issue of Ireasury Decisions).

An inadvertent error of language in the original public notice was
corrected by public notice in similar manner (27 F.R. L51; Jan. 18,

1962, issue of Treasury Decisions). Concurrent with the

release of this notice of correction the Commission issued an
amended notice of investigation and date of hearing, incorporating
the above-mentioned changes. l/

A hearing in connection with this investigation was held from
February 13 through February 16, 1962, and on February 19 and 23,
1962. A1l interested parties were giveq opportunity to be present,
to produce evidence, and to be heard. The transcript of the
testimony adduced at the hearing is attached. 2/

In addition to the information submitted at the hearing, the
demission obtained information pertinent to the investigation from
its files, from briefs of interested parties, from the USDA, and

from other appropriate sources.

1/ A copy of the amended notice of investigation and date of
hearing is included in appendix A.

g/ Attached only to the report sent to the President. However,
a copy of the transcript is available for inspection at the office
of the Secretary, U.S. Tariff Commission.



Lezal Issues Arising in Connection
With This Investigation

During the course of £his investigation, several legal
issues were raised:

(1) Whether the President's failure to express affirmatively
his agreement with the finding by the Secretary of Agriculture--
that there is reason to believe the conditions to which section 22
is addressed exist--constitutes a fatal procedural defect;

(2) Whether the Commission could submit an interim report to
the Prescident advising the immediate imposition of the import fee
referred to in his letter (i.e., a fee equivaleﬁt to the per-pound
export-subsidy rate on the cotton content of imported articles),
to be followed after the completion of the investigation by a
final report containing a recommendation for such additional
relief as the Commission found to be necessary;

(3) Whether the clause "or to reduce substantially the amount
of any product processed in the United States from any agricul-
tural commodity or product thereof with respect to which any - %
program or operation is being undertaken'" establishes a criterion
for action under section 22 that is independent of the question
of interference with an agricultural program; and

(L) Whether the Commission is jurisdictionally limited, if the
need for remedial action is found, to consideration of the remedy
mentioned by the President in his letter, i.e., an import fee on
the cotton content of imported articles equivalent to the per-pound

export-subsidy rate on raw cotton.



These issues are analyzed and discussed in detail in

appendix B to this report. l/

Scope of the Investigation
The request pursuant to which this investigation was instituted
used the term "articles or materials wholly or in part of cotton"
in describing the imports to which the Commission's investigation
was to be directed. This term is so broad that it could conceiv-
ably embrace a range of articles extending from raw cotton to
finished products that contained only an insignificant amount of
cotton. However, the spokesman for the USDA at the hearing clari-
fied the position of the Secretary of Agriculture on this matter
by submitting as a part of the Department's prepared statement the
following comment: 2/ |
It is the considered position of the Secretary of
Agriculture and of his authorized representatives, for
purposes of this investigation and hearing, that:
1. the term "articles or materials wholly or in
part of cotton" should be construed to mean
all articles, materials, or products composed
wholly or in part of cotton that are or have
been processed to a stage beginning with yarn
and should include all such articles, materials,
or products that are or have been processed to
one or more stages succeeding the stage in

which yarn is produced, or corresponding unspun
or unwoven articles.

1/ Commissioners Schreiber and Sutton do not necessarily agree
with the conclusions set forth in appendix B with respect to
legal issue (3).

2/ USDA statement, pp. L1-L2. As required by the statute, the
Secretary of Agriculture took the initial step in instituting this
proceeding by advising the President that he had reason to believe
that "articles or materials wholly or in part of cotton" are being,
or are practically certain to be, imported under such conditions
and in such quantities as to have the adverse effects spelled out
in the statute.



2. the term "articles or materials wholly or in
part of cotton" should exclude:

A, a1l articles, materials, or products the
importation for consumption of which has
been or is limited quantitatively as a
result of previous Section 22 investiga-
tions and proclamations issued in connec-
tion therewith, including

(1) all types of raw cotton (short harsh
Asiatic, Tanguis, upland, long staple,
and extra-long staple)

(2) cotton wastes included in the import
quota ‘

(3) cotton products produced in any stage
preceding the spinning into yarn

B. 21l articles, materials, or products for
which import quota limitations have been
suspended, including

(1) American cotton exported from the United
States and returnsd under certain
conditions

(2) commercial samples (if in specified
packing) of cotton and cotton waste to
which import quotas are applicable

(3) card strips made from cottons 1-3/16
inches or more in staple length

C. certain other articles, materials, or
p-roducts to which import quota limitations
do not apply, specifically
(1) hard cotton waste and types of soft

waste other than those included in the
import quota on waste
(2) cotton linters

The USDA spokesman also testified, in response to questioning

by the Chairman, that the de minimis concept should apply in
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delineating the articles "in part of cotton" which are within the
purview of the investigation. v The general test to be applied,
according to this witness, should be whether the articles are in
chief value of cotton; nevertheless, he indicated that certain
articles which contain significant amounts of cotton shopld be
included even though not characterized in the tariff schedules as
being in chief value of cotton. 2/ He appended to his prepared
statement a list of articles, expressed in terms of Schedule A
classifications, 3/ that fell within the USDA's proposed definiQ
tion of "articles or materials wholly or in part of cotton.™ This
list of articles is appended hereto as appendix C;

The Commission adopted the USDA definition of the articles

falling within the scope of the investigation.

Finding of the Commission
On the basis of the investigation, including the hearing, the
Commission (Commissioners Schreiber and Sutton dissenting) é/ finds
that articles or materials wholly or in part of cotton are not being,

and are not practically certain to be, imported into the United States

1/ Transcript of the hearing, p. 60.

2/ Ibid., pp. 61-62,

3/ U.S. Bureau of the Census, Schedule A: Statisfical Classi-
fication of Commodities Imported Into the United States.

4/ The separate views of Commissioners Schreiber and Sutten are
set forth in this report commencing on p. 16,
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under such conditions and in such quantities as to render or tend to
render ineffective, or materially interfere with, the programs or
operations undertaken by the U.S. Department of Agriculture with
respect to cotton or products thereof, or to reduce substantially

the amount of any product processed in the United States from cotton
or products thereof with respect to which such programs or operations
are being undertaken. Accordingly, the Commission concludes that a
fee equivalent to the per pound subsidy rate on the cotton content of
imported articles and materials wholly or in part of cotton or any
other restriction on imports for the purposes of section 22 of the

Agricultural Adjustment Act, as amended, is not necessary.
Considerations in Support of the Foregoing Finding

The undersigned Commissioners are deeply concerned about the
misconceptioﬁs, both in and out of Government, of the nature anc
objectives of the various programs and operations of the Departﬁent
of Agriculture with respect to cotton and the products thereof.
These misconceptions have given rise to widespread misunderstanding
of the Commissioﬁ's statutory responsibilities in the conduct of
this investigation.,

The specific request that gave rise to the instant investiga-
tion directed the Commission to conduct an "investigation under

Section 22 of the Agricultural Adjustment Act, as amended, to



8

determine whether a fee equivalent to the per pound export subsidy
rate on the cotton content of imported articles and materials wholly
or in part of cottoﬁ is neceésary to prevent the imports of such
articles from rendering or tending to render ineffective or mate-
rially interfering with the Department's programs for cotton and
cotton products, or from reducing substantially the amount of products
processed in the United States from cotton or products thereof, with
respect to which such programs are being undertaken.™

The most important issue that arose in the course of the
Commission's investigation was whether inclusion of the language "or
to reduce substantially the amount of any productlprocessed in the
United States" in section 22(a) manifests congressional intent that
section 22 be utilized to protect from import competitioﬁ a domestic
industry that processes an agricultural raw material such as cotton.
The representative of the Department of Agriculture who testified at
the hearing contended that the language does establish a criterion
for action under section 22 that Is distinct from and unrelated to
interference with the Department's agricultural programs.

Most of the information available to the Commission in the
course of the investigation, including the testimony offered at
the public hearing, had more bearing on the effect of imports of

cotton articles on various domestic manufacturers of such articles
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than on the effect of thoge imports on programs of the Department of
Agriculture for cotton and cotton products. There is, of course, a
statute designed specifically to provide relief for any domestic
industry that is being seriously injured, or threatened with serious
injury, as a result of increased imports of any article éubject to a
trade-agreement concession. However, the Commission may not employ ,
"escape clause" criteria or remedies in a section 22 investigation. 1/

After a thorough review of the legislative history of the Agri-
cultural Adjustment Act, as amended, as well as a careful study of
the statute itself, we find no evidence that the Congress ever
intended the statute to be invoked for any purpose other than to
protect the effectiveness of programs of the Department of Agriculture.
Conceivably domeétic manufacturers that use raw cotton in their pro-
duction might be incidental beneficiaries of an import restriction
designed to protect one or more of those programs, but section 22 of
the Agricultural Adjustment Act does not per se in any circumstance
confer authority on the Tariff Commission to recommend a restriction

of imports (either by quota or fee) of cotton products for the

1/ In assessing the competitive impact of complained-of imports
in an escape-clause investigation, the Commission would never base
its finding solely on the comparative overall costs of production
in the United States and in the foreign supplying countries. It
would obviously, therefore, not base its finding on any one com-
ponent of such comparative costs, irrespective of whether it was
a principal raw material (such as cotton), labor, transportation,
taxes, or any other.
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specific purpose of affording domestic manufacturers of such prod-
ucts protection from import competition.

The undersigned are of the opinion that the position of the
Department of Agriculture on the above issue is not tenable and
that remedial action under section 22 based on a substantial reduc-
tion in the amount of domestic cotton processed in the United States
may appropriately be placed in force only if a causal relation can
be established between such reduction and material interference with
the Department's programs for cotton. In our opinion, no such rela-’
tion was éstablished. The "processing clause" in section 22 is an
integral part of the program-protection purpose of the statute
rather than a separate and alternative basis for restricting imports.

There has also been considerable misunderstanding about the
"remedy" that the Commission was requested to consider, i.e., "a fee
equivalent to the per pound export subsidy rate on the cotton content
of imported articles . . .." Although no specific rate was mentioned
in the request made by the President, 1/ many persons have assumed
that the reference was to the export-subsidy rate that has been in

effect since August 1, 1961--8% cents per pound.

1/ Neither was a specific rate mentioned in the letter of
Nov. 13, 1961, from the Secretary of Agriculture to the President
recommending that he request the Tariff Commission to institute
the investigation.
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The proposed fee is popularly, though inaccurately, referred
to as an "equalization fee," on the theory that it measures the
difference in the cost of raw cotton to domestic mills and to
foréign mills that market some of their output in the United States.
As shown in the body of the report, there is great variation in the
cost of cotton to mills throughout the world. The application of
such an "equalization fee" would therefore not equalize costs of
raw cotton to mills in the United States with those in foreign
countries. Y/

No evidence was made available to the Commission in the course
of its investigation that imports of articles containing cotton were
adversely affecting the operation of any specific program of the
Department of Agriculture for cotton or cotton producfs. On the
contrary, it was found that the rising level of imports of articles
containing cotton contributed to the success of several of those
programs, notably, the export-subsidy program for raw cotton and the
domestic price-support program. But for the expanding U.S. market
for such imports, the tendency would have been for U.S. exports of

raw cotton to be smaller or lower priced, or the export-subsidy

1/ Employment of such a fee, moreover, would be very disruptive
of trade in cotton articles, inasmuch as innumerable tariff rates
on such articles would have to be altered whenever the Secretary
of Agriculture ordered a change in the export-subsidy rate.



12

or price-support programs to be more costly to carry out, or some
combination of these. The contrary position of the Department of
Agriculture rests primarily on the thesis that the imports that
would be excluded by the application of the proposed import fee
would be replaced by similar domestic articles whose cotton content
would be equal, or substantially equal, to that of the excluded
imports.

The application of an import fee would necessarily operate
not only to restrict the volume of imports of cotton articles but
also to raise the sales prices of both the imported and the domestic
cotton articles that compete with one anpther. The higher prices
would clearly result in a reduction in the aggregate consumption
of such articles. Admittedly, many of the imports of articles
containing cotton would be replaced by domestic articles containing
cotton but, because of the generally higher prices of the domestic
articles, such replacement would not cause an additional pound of
U.S. cotton to be processed domestically for every pound of cotton
content of the displaced imports. Other imports of cotton articles
would be replaced by either imported or domestic articles containing
fibers other than cotton. Still other imports, for one reason or

another, would not be replaced by any similar article; such imported
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cotton articles "provide their own market." The view that & restric-
tion of imports of artiéles containing cotton would bring about an
increase in domestic mill consumption of U.S. cotton equal, or nearly
equal, to the cotton content of the excluded imports rests, in our
opinion, on a mischievous denial of the most commonplacevworkings of
the market.

The application of the import fee would also operate to reduce
U.S. exports of raw cotton (including the cotton content of exports
of articles containing cotton). The reduction in such exports would--
in the absence of still higher rates of Government export subsidy--
be indeterminably greater than the increase in domestic mill consump-
tion of raw cotton. In consequence, the offtake of U.S. cotton would
tend to decline in relation to the aggregate domestic supply of cotton.
The result would be an increase in the aggregate stocks of cotton
which (under existing statutes) the Government would be obliged to
hold or to export under subsidy, either of which would ehtail increased
Government expenditure. In short, the application of an import fee
would generate the very interference with the major agricultural
programs for cotton that the application of such a fee is intended
to prevent or correct.

The extent to which U.S. exports of raw cotton would tend to

decline in response to the application of an import fee would depend
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on several unpredictable factors. Such decline might be no greater
than the cotton contentvof the U.S. imports excluded by the import
fee, but could be much greater. For example, the application of the
proposed fee could conceivably provoke foreign countries that pur-
chase U.S. cotton, particularly those that also export cotton arti-
cles to the United States, into adopting retaliatory measures.
These might include not only countervailing and antidumping duties
on raw cotton and manufactures of cotton, but other measures that
could appreciably reduce the volume and value of their imports from
the ﬁnited States not only of such products, but others as well.

We make one further observation concerning the probable effect
of the application of an import fee. Domestic processors of cotton
would no doubt benefit from such action, at least in the short run.
The degree of benefit, however, would vary widely from one domestic
processor to another, depending largely upon the importance of the
cost of the raw cotton in relation to the total production cost of
the‘particular article. Such benefit, however, would be at the
expense of one or more of the following: The domestic consumers
of cotton articles, the growers of cotbton, and the U.S. Treasury.
In the long run, not even thé manufacturers of cotton products

would necessarily benefit, for the enhancement in price of cotton
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manufactures, whether imported or domestic, tends to promote a
shift from the use of cotton to other fibers.

The "two price" system, a feature of the U.S. cotton programs,
presently operates, on balance, to promote such a shift. The
system involves both export subsidies and domestic price supports.
The export subsidies tend to depress world prices of coﬁton and
thereby encourage the use abroad of cotton in place of other fibers.
The domestic price-support program, on the other hand, operates to
increase prices of cotton to domestic mills and thereby promotes
the consumption in the United States of fibers other than cotton
at the expense of cotton. Further, the domestic ﬁrice supports
tend to raise domestic cotton prices to a much greater degree
than the export subsidies tend to depress world cotton prices; and
much more U.S. cotton finds its way to domestic mills than to
foreign mills.

Respectfully submitted.

2 Nz

Ben Dorfman, Ch rman

Sfozind £ . 9W

é}ﬁosepﬁ E. Talbot, Commissioner

):Sl\ﬂLiijot._ Z. XiGZJfggéi;D

William E. Dowling, CommiEﬁione
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FINDINGS AND STATEMENT OF COMMISSIONERS SCHREIBER AND SUTTON

We the undersigned, Commissioners Schreiber and Sutton, dissent
from the findings of the majority of the Commission. We find --
(1) that articles and materials wholly or in part of
cotton are being imported into the United States under such
conditions and in such quantities as to -- |

(a) tend to render ineffective, and to materially
interfere with, the programs and operations undertaken
by the U.S. Department of Agriculture with respect to
cotton and products thereof, and '

(b) to reduce substantially the amount of any
product processed in the United States from cotton and
products thereof with respect to which such programs
and operations are being undertaken;

and

(2) that, in order to prevent imports of articles and

materials wholly or in part of cotton from tendiﬁg to render
ineffective and materially interfering with the said programs,
and from reducing substantially the amount of any product pro-
cessed in the United States from cotton and products thereof
with respect to which such programs and operations are being
~undertaken, 1t is necessary that a fee, as hereinafter recom-

mended, be imposed (in addition to existing duties), under
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section 22 of the Agricultural Adjustment Act, as amended,

on all articles wholly or in chief value of cotton which

are dutiable under the Tariff Act of 1930, as amended and

modified (except articles classifiable in paragraph 783,

- paragraph 901(c), or paragraph 922, of the said tariff act).

In view of the foregoing findings, we recommend that there be
imposed on all the aforementioned dutiable articles wholly or in
chief value of cotton a fee of 8.5 cents per pound, but not less
than 20 percent ad valorem: Provided, That in no case shall the fee
exceed that rate which when added to existing duties results in a
cumulative aggregate of rates equivalent to more than 50 per centum
ad valorem.

The consliderations which support our particular findings and
recommendations are set forth below.

(1) Certain fundamentals of the Commission's responsibility
under section 22 and other provisions of law, although simple and
clear, continue to be aired in a distorted and confused way. During
the course of this investigation dissatisfaction was expressed by
some of the interested parties with respect to various aspects of
the cotton programs administered by the Department of Agriculture
and of the laws which provide for such programs. The Commission is
itself a creature of statute and is not vested wilth legislative dis-
cretion or authority. Nor is it appropriate for the Commission, in
carrying out its functions under section 22 or other provisions of

law, to take issue with the legislative policy involved. Under our



18

gystem of government, any commissioner who has any scruples or reser-
vations about carrying out the will of the Congress should perforce
disqualify himself frdm accepting or holding office. We, therefore,
wish to state unequivocally that our findings represent our best effort
to respond to the mandate of the Congress, and are in no wise to be
construed as registering any personal predilections either'of us may
have as to what the law should or should not be.

(2) As a preliminary matter we wish to refer to the Commission's
report of June 27, 1960 on Investigation No. 22 - 22, under section 22
of the Agricultural Adjustment Act, as amended. That investigation,
like the current one, related to imported articles containing cotton,
The current investigation, therefore, is, in practical effect, an ex-
tension of Ihvestigation No. 22 - 22. The cumulative body of data
now before the Coﬁmission, although encyclopedic in scope, differs
little in basic relevant detail from that which formed the basis for
the findings set forth in the aforementioned report of June 1960. In
that report, our findings (also as a minority) were, in essence, the
same as our present findings. In view of the similarity of the two
investigations and of our findings in comnection therewith, we will be
concerned primarily with further development of certain of the points
previously made, and supplementary considerations.

(3) Also, at the outset, we wish to comment briefly on one of the

legal issues which arose in the course of this investigation.l/ We

1/ An analysis of these issues 1s set forth in Appendix B of this
report,
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have serious doubts concerning the majority's view that, as a
matter of law, the so-called "processing" clause is not an inde-
pendent criterion for relief and must be limited to cases where
its utilization will prevent or remedy interference with the ef-
fective operation of a govermment agricultural program. Although
this legal view is a significant part of the majority's position in
this Investigation, we do not find it necessary to resolve our "doubts
on this issue inasmuch as we are of the opinion, as expressed in the
foregoing findings, that the cotton programs of the Department of
Agriculture are being materially interfered with by imports of cotton
articles. |

We wish to add, though, that, even those who may share the legal
views of the majority must agree that a necessary corollary of such
views 1s a recognition that the processing clause does evidence a
clear intention on the part of the Congress that imports which reduce
substantially the amount of any product processed in the United States
from products such as cotton covered by programs would, in fact, in
certain circumstances constitute material interference with the program
involved. In particular, this conclusion is true where, as in the
case of raw cotton, the imports have been subjected to severe quanti-
tative import limitations by reason of the material interference oc-
casioned by its unrestricted importation. We might also add that
tﬂis point of view is strengthened by the action taken by the President

under section 22 to restrict the importation of wheat flour in order to
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preclﬁde the practical certainty of substantial avoidance of the
quantitative restrictions.imposed on the importation of wheat.

(L) The investigation concluded in June 1960 was directed
primarily towards a consideration of the export subsidy programs.
Our minority statement in that report pointed out the absurdity of
viewing the individual programs as mutually exclusive with regard
to elther economic influen;es or purposes. We emphasized the in-
terreiationship and interdependence of all of the individual pro-
grams with respect to cotton and cotton products, and how such pro-
grams are, in reality, segments of the total extensive national
cotton program which operate together to attain majér objectivesf
The soundness of this approach has been amply demonstrated by the
additional data obtained in the current investigation with respect
to the various individual programs. While it is true that an
analysis of each of these programs will reveal, in turn, some of the
elements of material interference which form the basis of our find-
ing, a dogmatic persistence in this direction, as the majority ap-
parently is predisposed to do, ends with the basic issues becoming
lost and obscured in a myriad of details.

For example, under the acreage allotment programs, the statute
fixes 30 percent of consumption plus exports as the objective carry-
over component for "normal supply", but the actual carryover has been
substantially higher. Were 1t not for the substantial increase in
the imports of cotton products, carryover would have been lower and

acreage allotments higher. Under the price support programs, growers
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have not been getting parity price for thelr cotton even though they
have shown average returns higher than the support levels. Were it
not for imports there would have been more demand for domestic raw
cotton which would have bid prices up. Under the export programs,
including the foreign aid and assistance programs, a primary purpose
is to move cotton out of the United States to reduce surplus stocks.
The imports of cotton products tend to replace the use of domestic
cotton with the result that the replaced domestic cotton goes into
the surplus which the export programs are trying to get rid of. It
is immaterial that the level of exports, standing alone, may be meet-
ing some statutory objective, since the underlying purpose is not being
accomplished. |

But, as we noted above, the totality of the programs with respect
to cotton must be viewed in their entirety, as an integral whole, if
the will of the Congress is to be ascertained and effectively carried
out. In this connection, we pointed out in the earlier report thatb,
in broad perspective both the total cotton program and Congressional
policy call for an expanding domestic cotton agriculture with an in-
creasing off-take of cotton in both domestic and export markets. When
imports materially interfere with the substantial attainment of either
one or both of these objectives, section 22 requires and provides for
the imposition of appropriate import restrictions in the form of fees

v
or quantitative limitations.
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(5) The majority attempts to justify their position by mini-
mizing the quantity and impact of imports by broad comparisons with
total domestic consumption of cotton, and by setting up competition
with rayon and other man-made fibers as the primary interference ex-
perienced by the cotton programs. Neither of these factors can
withstand the burden of the majority's position.

A graphic measure of the extent of imports can be gained from
the following statistics. The cotton content of imported cotton
articles during 1962 is expected to be in excess of 700,000 bales.
The quantity will be even greater than the 1960 peak of 525,500
bales and more than 23 times the import quota on Upland type cotton,
under 1-1/8 inches in staple length. It ﬁill exceed the quantity
of cotton produced in 1961 in each of the states of North Carolina,
South Carolina, Georgia, Tennessee, Alabama, Missouri, Louisiana,
Oklahoma and New Mexico. The acreage required to produce this
quantity of cotton is larger than the 1961/62 acreage allotments in
each of the states of Arizona, Loulsiana, Missouri, New Mexico, North
'Carolina and Tennessee and about equal to that of South Carolina.

In addition, 700,000 bales isvequivalent to L times the raw
cotton consumption of one specific U.S. textile mill which 1s con-
sidered to be the largest single unit textile concern in the world.
This particular mill has nearly 450,000 cotton spindles and 9,000
looms and employs some 11,000 persons. Indeed, it would take the

entire cotton textile industry in the United States approximately a
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month to consume this quantity of cotton at pfesent levels of
textile production.

In years of extremely favorable exports of U.S. cotton, it
would take about a month to ship this much cotton from U.S. ports.

As a matter of fact, very few of the leading exporting firms ever
export as much raw cotton in a single marketing year as the cotton
contained in the anticipated import level in 1962. During the
1960/61 season (a good year for exports) only 3 countries took more
than 500,000 bales of our total exports.

The domestic competition from man-made fibers is not new, and
whatever its intensity may be, it is not an appropriate factor for
consideration in this investigation. This‘investigation is directed
towards imports of cotton products, and if such imports are in fact
materially interfering with the programs, it is irrelevant that other
unrelated factors are also causing problems. Insofar as the Commis-
sion's functions in this investigation are concerned, it is of no
consequence that speculative guesswork leads to the possible. con-
clusion that, in the event effective import restrictions should be
imposed on cotton products, the void occasioned by the absence of
imported cotton products might be filled in part by domestic man-made
fiber products. This line of argument is obviously circuitous,
hypothetical, and self-defeating. Some of the void created (and, in
éur opinion, the greater part thereof) would inevitably be filled with.

domestic cotton products.
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(6) Past actions of the Commission and the President under
section 22 with respect to cotton and cotton products are part and
parcel of the issues before the Commission, and must be considered
in arriving at proper conclusions in the instant investigation. It
is important to note that the original restrictions imposed tolerate
only the barest minimum of imports of raw cotton}/ (approximately
30,000 bales per annum) to be admitted into the United States. Al-
though these restrictions have been reviewed by the Commission and
the President a number of times, they are virtually the same as when
‘originally proclaimed. Moreover, in 1961, the President accepted
the recommendation of the Commission and, consistent with past
actions, effectively stopped imports of cétton picker lap and other
processed cotton fibers by imposing a quantitative limit thereon of
1,000 pounds annually.

In the light of the clear intendment of the statute as reflected
in the provisions thereof and long-continued practice thereunder, the
‘findings of the majority cannot be rationalized. How, indeed, can
it be said that imports of cotton products representing the annual
equivalent of upwards of 700,000 bales or more of cotton do not
materially interfere with programs when, under the same statute, the
same programs have been found to be materially interfered with by

imports of raw cotton if admitted into the United States in excess of

‘l/ Upland type, under 1-1/8 inches in staple length.
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approximately 30,000 bales annually, or by imports of cotton picker
lap in excess of 2 bales annually? |

(7) On the basis of the foregoing considerations and other
considerations set forth in our statement of June 1960, we are
obliged to conclude that cotton products are being imported into
the United States under such conditions and in such quantities as
to materially interfere with the cotton programs, and to substan-
tially reduce the amount of any product processed in the United
States from cotton or products thereof, and that the import remedy
contemplated by the statute should have the effect of curtailing
imports of such cotton products. In our opinion, the fee we have
recommended would have the effect of reduéing the flow of imports of
cotton products to manageable proportions compatible with the ef-
ficient operation of the cotton programs of the U.S. Department of
Agriculture.

Respectfully submitted,

Walter R. Schrelber, Commissioner

T2 w. X

Glenn W. Sutton, Commissioner
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FACTS OBTAINED IN THE INVESTIGATION

Suﬁmary'of USDA Cotton
Programs and Operations
Although the USDA conducts a variety of programs and
operations with respect to cotton pursuant to legislatidn currently |
in force, the following are of principal concern for purposes of
this investigation:
(1) Cotton marketing-quota and acreage-allotment programs
'(2) Cotton and cottonseed price-support and loan ﬁrograms
(3) Cotton and cotton-products export programs
(4) Fofeign—aid4and assistance programs
It is not possible to rank the above-mentioned programs in order
of relative importance; all are being conducted by the Department
pursuant to statutory mandate, and all are interrelated and in%er—
dependent. These programs are discussed in detail below; passing
mention is made of other USDA cotton programs and operations.
Marketing-quota and acreage-allotment programs
The Agricultural Adjustment Act of 1938 (52 Stat. 31; 7 U.S.C.
1281 et seq.) established'a system of annual acreage allotments
for cotton linked to "marketing quotas," a system which, with a

few modifications, is still in operation. l/

1/ 1In the United States, where cotton is planted during the spring,
harvesting begins late in June but is concentrated during the months
of September and October; in some areas, harvesting may continue
until the following January. In this report the terms "crop year"
and "marketing year" are used synonymously to identify the 12-month
period beginning Aug. 1 following the planting season.
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The currently applicable legislation requires the Seqretary
of Agriculture to proclaim national marketing quotas for Upland
cotton and for extra-lonz-staple cotton under conditions herein-
after specified. l/ Whenever during a calendar year (but ﬁot
later than October 15) the Secretary of Agriculture determines
that the total supply of Upland cotton for the marketing year
beginning in that calendar year will exceed the "normal supply, 2/
he is required to proclaim a national marketing quota for the
crop year that begins in the following calendar year. Similarly,
the Secretary must proclaim a national marketing quota for extra-
long-staple cotton for the succeeding crop year whenever he deter-

mines that the total supply of such cotton for the marketing year

l/ Upland cotton accounts for about 99 percent of the cotton
produced in the United States. The term "Upland cotton" encom-
passes the many varieties of cotton developed from strains
native to Mexico and Central America which make up one (Gossvpigm
hirsutum) of three principal botanical groups of cotton. Upland
cotton may vary in staple length from about 3/L-inch to 1-1/2
inches.

Extra-long~staple cotton, comprising only about 1 percent
of production in the United States, includes such domestically
produced varieties as American-Egyptian and Sea Island. The
term also applies to certain LEgyntian and Peruvian v<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>