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REPORT TO THE PRESIDENT
U.S. Tariff Commission,
February 9, 1973.
To the President:

In accordance with section 301(f) (1) of the Trade Expansion Act
of 1962 (TEA) (76 Stat. 885), the U.S. Tariff Commission herein ieports
the results of an investigation made under section 301(c) (2) of that
act in response to a petition filed by abgrbup of workers.

On December 12, 1972, the United Automobile, Aerospace, and
Agricultural Implement Workers of America (UAW) filed a petition for
a determination of eligibility to apply for adjustment assistance on
behalf of the foimer workers of the Commerce, Calif., plant of the
Chrysler Corp., engaged in the manufacture and assembly of certain
types of new passenger automobiles. The Commission instituted an
investigation (TEA-W-165) on December 18, 1972, to determine whether,
as a result in major part of concessions granted under trade agree-
ments, articles like or directly competitive with new passenger
automobiles (of the type provided for in items 692.10 and 692.11
of the Tariff Schedules of the United States (TSUS)) produced.
by the Chrysler Corp. are being imported into the United States in
such increased quantities as to cause, or threaten to cauee, unem-
ployment or underemployment of a significant number or proportion
of the workers of such company, or appropriate subdivision thereof.

Public notice of the investigation was given in the Federal
Register (37 F.R. 28226) on December 21, 1972. A public hearing

which was requested by the United Automobile, Aerospace and Agricultural
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Implement Workers of America, was held at the U.S. Courthouse, Lbs
Angeles, Calif;, on January 25, 1973.

The information herein was obtained principally from officials
of the Chrysler Corp., officials of other domestic producers, im-
porters, import specialists of the Bureau of Customs, officers

of the UAW; the public hearing; and the Commission's files.

Finding of the Commission

Based on its investigation, the Commission finds (Commis-
sioner Leonard dissenting, and Commissioner Young not participat-
ing) that articles like new passenger automobiles (of the
type provided for in items 692.10 and 692.11) produced by the
Chrysler Corp. are, as a result in major part of trade-agreement
concessions, being imported into the United States in such increased
quantities as to cause, or threaten to cause, unemploymen£ or under-

employment of a significant number or proportion of the workers of

such company, or appropriate subdivision thereof.




Statement of Reasons for Affirmative Determination by Chairman Bedell,
Vice Chairman Parker, and Commissioners Moore and Ablondi

On December 12, 1972, the United Automobile, Aerospace, and
Agricultural Implement Workers of America (U.A.W.) filed a petition
for adjustment assistance under section 301(a)(2) of the Trade
Expansion Act of 1962 on behalf of the former workers of the Commerce,
Calif., plant of the Chrysler Corp.

During model years 1968-71, the Commerce plant was engaged in the
assembly of compact and intermediate cars--specifically Barracudas,
Belvederes, Challengers, Chargers, Coronets, Darts, Satellites, and
Valiants--for the Chrysler Corp. During model year 1971--the last
year that the Commerce plant was in full operation--theACommerce plant
produced Valiants, Darts, Satellites, and Coronets. During the
medel Yeér 1970, production of Valiants, Darts, and Satellites was
begun at Chrysler's Canadian plant in Windsor, Ontario, and subse-
quently U.S. imports of such vehicles from Canada increased sub-
stantially.

In July 1971, the last automobiles rolled off the Chrysler
assembly line at the Commerce plant. The highest employment at the
Commerce plant during the 1971 model year had been [more than 2,000]

* * * workers * * *; by June 1972, all but one of the former workers at
the Commerce plant had been laid off, transferred, or retired, and

the plant was closed.



The Trade Expansion Act of 1962 establishes four criteria to be
met in order for an affirmative determination to be made in a worker
case. These criteria are as follows:

(1) An article like or directly competitive with an article
produced by the workers concerned must be imported

in increased quantities;

(2) The increased imports must be a result in major part of
concessions granted under trade agreements;

(3) A significant number or proportion of the workers con-
cerned must be unemployed or underemployed or
threatened with unemployment or underemployment;
and

(4) The increased imports resulting in major part from trade-
agreement concessions must be the major facter in caus-
ing or threatening to cause the unemployment or
underemp loyment .

(1) Increased imports

It is abundantly clear that imports'of articles like those made at
the ‘Commerce, Calif., plant of the Chrysler Corp. have increased. The
Commerce plant, during its last full model year of operation (1971)
assembled * * * Valiants, * * * Darts, * * * Satellites, * * *
Coronets, and only about *** other automobiles. During the 1970 model
year, the Chrysler Corp. began to produce Valiants and Darts at the
firm's plant at Windsor, Ontario, Canada, and during the 1971 model
year it began producing Satellites there. Only those three models of
cars were produced at Windsor in 1971 and 1972. Valiants, Darts, and
Satellites produced in Canada can be differentiated from U.S.-produced
Valiants, Darts, and Satellites only by the name plate under the hood.
The vehicles produced at the Windsor plant, therefore, are clearly like

those formerly produced at Chrysler's Commerce assembly plant.




Production of Valiants, Darts, and Satellites at Chrysler's
Canadian assembly plant increased from * * * model year 1969 to
* * * model year 1970, declined * * * during

model year 1971, and increased * * *

during model year
1972, the first model year after the Commerce plant had terminated

production. U.S. imports of Valiants, Darts, and Satellites from

Chrysler's Canadian facility increased from * * * model year
1969 to * ' * * model year 1970, declined * * *

during model year 1971, and increased * * “*  during model

year 1972,

Despite high freight rates on shipping passenger automobiles
from Windsor, Ontario to California * * ‘*  a substan-
tial and growing share of the California market for Valiants, Darts,
and Satellites is being supplied by Chrysler's Canadian imports.
Shipments of Valiants, Darts, and Satellites from Windsor to California

increased from * * *

model year 1971 to * * *
model year 1972. These Canadian imports accounted for only
*** percent Chrysler's sales of Valiants, Darts, and Satellites in

California during model year 1971 but they accounted for * * * percent

during model year 1972.

(2) In'major part

The requirement that increased imports be due in major part to
tariff concessions granted under trade agreements is also met. The

U.S. rate of duty applicable to imports of passenger automobiles had



been reduced from the statutory (1930) rate of duty of 10 percent ad
valorem to 6.5 percent ad valorem by 1963 as a result of concessions
granted by the United States under trade agreements. New passengef
automobiles that are Canadian articles have been accorded duty-free
treatment by the United States since January 18, 1965, pursuant to
the provisions of the Automotive Products Trade Act of 1965 (APTA)
which implemented the U.S.-Canadian automotive agreement. Section
301 of the APTA provides that such duty-free treatment is to be con-
sidered a concession granted under trade agreements for pﬁrposes of
the adjustment-assistance provisions of the Trade Expansion Act of
1962. 1/ Thus, passenger automobiles imported into the United States
free of duty under the APTA must be considered to be articles entered
under a trade agreement rate of duty. All of the Valiants, Darts,
and Satellites produced in Canada and imported into the United States
are free of duty under the APTA.

Rarely is it as clear as it is in this case that increased imports
of the article concerned are a result in major part of concessions
granted under trade agreements (in this instance, free entry under the

- U.S.-Canadian automotive agreement). Immediately following the elimina-
tion of the duty on imports of Canadian passenger automobiles, imports of
such articles expanded enormously. Imports of new passenger automobiles
from-€anada amounted to only 9,000 units in 1964, the last full calendar
year prior to the U.S.-Canadian agreement. In 1966, the first full
calendar year following the agreement, such imports amounted to 154,000

units; they grew annually thereafter to 802,000 units in 1971, the last

1/ See the majority views in Automotive Radio Tuners . . ., Investi-
gation No. TEA-W-132, TC Publication 475, April 1077, p. 4.




full calendar year for which such data are available. In 1964 all
imports of new passenger automobiles from Canada were dutiable; in
1971 only 2,000 units, or 0.2 percent of the total were dutiable.

Prior to the U.S.-Canadian automotive agreement, the Chrysler
Corp. produced virtually all of the types of cars it sold in Canada
on limited runs in its Windsor, Ontario, plant. With the advent of
duty-free treatment of imports of passenger automobiles by both Canada
and the United States, Chrysler was able to limit production of auto-
mobiles in Canada to longer, more efficient runs of just a few models
of cars. Those that could not be consumed in Canada would be exported
to the United States and Canada would import all of its requirements
of those models not produced there. Initially Chrysler's Canadian
plant specialized in the production of standard sized cars for both the
U.S. and Canadian markets.but in 1970 it began to produce intermediate
and compact automobiles. In 1971 and 1972 it produced only Valiants,
Darts, and Satellites. During the period 1970-72, *** percent of the
output of the Windsor plant was exported to the United States. This
sort of integration of production for Chrysler's U.S. and Canadian
facilities would have been prohibitively costly had the 6.5 percent
duty, that had been in effect from July 1963 until the U.S.-Canadian
agreement, or the 10-percent duty, that had been in effect from 1930 to
1956, been applied to Canadian imports. Few, if any Canadian Valiants,
Darts, or Satellites could have been shipped to California if the pre-
APTA duty of 6.5 percent had been imposed upon them when they were
imported into the United States. Chrysler's total importatién of

passenger automobiles from Canada, which in recent years consisted
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wholly of vehicles like those previously assembled at Commerce, would

have been far below the level of * * * entered during model

year 1972. Thus, the second criterion is met.

(3) Unemployment

The third criterion for an affirmative determination--that the
workers producing the like or directly competitive article must be
unemp loyed or underemployed--has been unmistakably satisfied. All of
the production and related workers at the Commerce, Calif., plant were
iﬁvolved in the assembly of Chrysler Corp. compact and intermediate
passenger automobiles of the type imported in increasing quantities
from Chrysler's Canadian plant. Employment at the Commerce, Calif.,
plant declined slightly each year during model years 1969-71 and
dropped to zero during model year 1972. The average annual employment
at the plant dropped from * * * model year 1969 to
* * * model year 1971. By the end of model year 1972,
none of the former employees remained.

Although a large number of the former workers of Chrysler's
Commerce plant retired or availed themselves of Chrysler's transfer
and relocation pfogram, several hundred former Commerce workers are

still unemployed or underemployed. The third criterion, therefore,

is satisfied.

(4) Major factor

The previous requirements all having been met, the final require-

ment is that the imports resulting in major part from tariff conces-




sions must be the major factor in causing or threatening to cause
the unemployment or underemployment.

There is no doubt that the increased imports of Valiants, Darts,
and Satellites from Chrysler's Windsor, Ontario, plant--passenger
automobiles identical to those formerly produced at Commerce, Calif.,--
were the major factor in causing the unemployment or underemployment
of the workers at the Commerce, Calif., plant. The combined totals
of U.S. production and U.S. imports from Canada by Chrysler Corp. of
compact and intermediate automobiles (the types formerly produced at

the Commerce, Calif., plant) were relatively stable during the period

1968-72, varying from a low * * *  during model year 1969
to a high * * * - during model year 1970. In both model
years 1971 and 1972, the combined total was the same, * * *.,

U.S. production of such vehicles by the Chrysler Corp., however,

declined annually throughout the period, from * * *

model year 1968 to * *  * model year 1971; it [continued to drop]
* * * during model year 1972, the
year after the Commerce plant ceased production. Imports of compact
and intermediate automobiles from Canada, all of which were Valiants,
Darts, and Satellites, increased from * * * model year 1969 to
* * * model year 1970, and declined * * *
during model year 1971. During model year 1972, the year after the
Commerce plant closed, imports from Canada increased * * *
(or the same quantity by which U.S. production fell in the same year),

* * *

Prior to model year 1970, *** percent of Chrysler
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Corp.'s total of U.S. production and U.S. imports from Canada of
compact and intermediate automobiles was accounted for by U.S. produc-
tion; during model year 1972, only *** percent was thus accounted for.
The increase in production at Windsor and the increase in U.S.
impdrts of Chrysler Corp. automobiles from Canada were all in Valiants,
Darts, and Satellites. Valiants, Darts, and Satellites accounted for

about *** percent of the production of the Commerce plant in its last

year of operation, model year 1971. The decline in production of such

* *

vehicles at Commerce, from * model year 1971 to

zero vehicles during model year 1972 corresponds almost exactly to the
o * f increase in U.S. imports from Canada of Valiants, Darts,
and Satellites during the same 2 model years. Major assémbly line
components of Chrysler's Commerce assembly line were shipped directly
from the Commerce facility to Windsor, Ontario, where they aré used

to produce passenger automobiles.

The import share of the market for Chrysler's compact and inter-
mediate automobiles nationwide is paralleled in the California market.
During model year 1971, * * * Canadian-made Valiants, Darts, and
Satellites (or *** percent of Chrysler's sales in California of compact
and intermediate automobiles) were sold in California. During model
year 1972, * * * Canadian-made Valiants, Darts, and Satellites (or
*** percent of Chrysler's sales in California of compact and inter-
mediate automobiles) were sold in California. The reduction in duties

from the 1930 and 1965 rates (10 and 6.5 percent, respectively) on

Canadian-made passenger automobiles permitted Canadian-made Valiants,
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Darts, and Satellites to be marketed in California at less cost to
the manufacturer than the cost of producing those vehicles at the
Commerce, Calif., plant.

Chrysler's decision to source increasing numbers of compact and
intermediate cars in Canada for the U.S. market resulted in substan-
tial excess capacity in Chrysler's U.S. assembly plants that were pro-
ducing the same types of vehicles, owing to fhe lack of growth in
demand for that segment of the market. Many reasons have been
attributed for the closing of the Commerce plant. However, it is
clear that the increased imports in major part the result of trade-
agreement concessions were the major factor in the closing of the

Commerce, Calif., plant. The fourth criterion is met.

Conclusion

In view of the foregoing, we find those petitioning workers of
the Commerce, Calif., plant of the Chrysler Corp., have met the
statutory requirements of the Trade Expansion Act of 1962 and,
therefore, we believe that an affirmative determination is

justified.
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Dissenting Views of Commissioner Leonard

Four criteria imposed by section 301(c)(2) of the Trade Expansion
Act of 1962 must be satisfied for an affirmative determination. If
any one of those four criteria is not satisfied, a negative determina-
tion is required. The criteria are:
(1) An article like or directly competitive with an article
produced by the workers concerned must be imported in

increased quantities;

" (2) The increased imports must be a result in major part of
concessions granted under trade agreements;

(3) A significant number or proportion of the workers concerned
must be unemployed or underemployed or threatened with
unemployment or underemployment; and

(4) The increased imports resulting in major part from .trade-
agreement concessions must be the major factor in
causing or threatening to cause the unemployment or
underemployment.

In the instant case the fourth criterion has not been met; a

negative determination is therefore necessary.

In examining the evidence, it is clear that the Chrysler Corp.,
which was producing a number of different lines of automobiles at
its Commerce, Calif., plant, at its Windsor, Ontario, plant, and at its
other U.S. assembly plants, decided to close the Commerce plant and
to shift that production elsewhere as a result of a management
crisis that was precipitated by a combination of circumstances that
climaxed in 1970 and 1971. Increased imports, from whatever source,

were far less important a factor in Chrysler's decision than such

factors as the poor financial position of the corporation at that

time, competitive pressures from the corporation's domestic rivals
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(resulting in declining demand for the firm's product lines and
substantial excess capacity at Chrysler's various assembly plants),
the generally poor condition and low efficiency of Chrysler's Commerce,
Calif., assembly plant, and the transfer of more production of the
types of cars formerly produced at Commerce to other U.S. plants of
the Chrysler Corp. than to Chrysler's Canadian plant.

During the decade of the 1960's, the Chrysler Corp. resorted to
a number of innovative practices in order to expand its share of the
U.S. market for automobiles. These practices, which included generous
warranties on its products, large discounts to fleet purchasers, and
large discounts to dealers, resulted in considerably lower profit
margins for Chrysler Corp. than for other U.S. automobile manufac-
turers. When sales began to decline at the end of the 1960's, the
financial crisis was such that in 1970 the corporation posted a loss
of $7.6 million. However, this loss would have been $27.4 million
if the firm had not altered its accounting practices in the ﬁaluation
of inventories. To meet the financial emergency, Chrysler's corporate
bankers expanded Chrysler's total line of credit by $400 million to
nearly $1.1 billion. On April 14, 1971, Dun and Bradstreet, having
previously given Chrysler Corp.'s cqmmercial paper a prime rating,
removed the rating of Chrysler's commercial paper entirely.

Chrysler's difficulties were aggravated by the downturn in total
demand for automobiles in the United States. U.S. apparent consump-

tion of new passenger automobiles declined from 9.8 million vehicles
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during model year 1969 to 9.2 million vehicles during model year
1971. Chrysler's share of the U.S. market for new passenger
automobiles dropped from 17 percent of the total during model year
1968 to 14 percent of the total during model year 1971. At the
same time, although U.S. imports for consumption increased from
14 percent of U.S. apparent consumption of new passenger automo-
biles during model year 1968 to 25 percent during model year 1971,
aﬁd U.S. production by firms other than Chrysler accounted for a
declining share of U.S. consumption (70 percent in model year 1968
and 61 percent during model year 1971), Chrysler's main source of
competitive pressure in the U.S. market was not imports,'but it
was and continues to be its U.S. competitors. In 1971, General
Motors, Ford, and American Motors accounted for more than double
the quantity of cars consumed in the United States than did imports.
Chrysler's declining sales are attributable in significant part to
the loss of Chrysler's fleet leasing accounts in 1970 and 1971 as
a result of very competitive pricing on the part of Ford and General
Motors. Chrysler's total production at its U.S. assembly plants
declined from 1.6 million units during model year 1968 to 1.3 mil-
lion units during model year 1971.

During the 1960's it appeared that annually increasing sales
of Chrysler Corp. automobiles would outstrip the corporation's
capacity to produce. At that time comstruction of a new modern

assembly plant at New Stanton, Pa., was planned. By 1970, declining

demand for Chrysler's automobiles had already created such excess
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capacity that the St. Louis and Lynch Road assembly plants had been
converted to one- rather than two-shift operations. The opening of
the New Stanton plant was then postponed from a 1970 to a mid-1972
opening, and it has not yet gone into service. The opening of the
new plant, which is virtually completed, would have cost additional
money that the firm could ill afford to spend; and it would have
created additional capacity that the firm did not then and still
does not need. Even if production had been maintained at the level
experienced during the 1960's, the opening of the New Stanton plant
would have resulted in excess capacity for the corporation in direct
proportion to that plant's capacity to produce.

The excess capacity, a need to cut losses, and the need for
additioqal cash forced the Chrysler Corp. to consider the closing
of one of its production facilities. The Commerce, Calif., plant,
according to officials of the Chrysler Corp., was the firm's least
viable plant. It had been built in 1932 and, although.it had been
expanded considerably in the 1950's, it was Chrysler's most ineffi- -
cient plant. Although two-shift operation had been tried there in
about 1959-60, it had not worked out, and the plant had been
operated on a less efficient one-shift basis ever since. The lay-
out of the building was such that in a two-shift operation the
assembly line had to be shut down frequently to resupply the line
with major components. Other negative factors concerning the
building were the lack of space in %hich to expand, a

certain amount of damage from the 1970 earthquake that had never
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been repaired, a deteriorating roof, and some flooding of the pits
under the assembly lines. The capacity of the California plant to
produce automobiles was only *** units per day as compared with
another aging assembly plant, the Hamtramck facility, which has a
capacity of * * * units per day. The Chrysler Corp., according to
company memoranda circulated internally prior to the closing of the
plant, determined that the corporation would be enabled to cut its
losses * * * by transferring production at
Commerce to the firm's plants at Hamtramck and St. Louis. 1In view of
the fact that Chrysler was in immediate need of cutting losses and
reducing its excess capacity, it had no choice but to close down one
of its plants. It chose that plant which was the least efficient and
most costly--the one at Commerce, Calif.

The Commerce, Calif., plant had been built at a time when the
freight rate for shipping cars to California from Middle West assembly
plants had been prohibitive. The reduction in freight rates with the
advant of the new triple decker railway cars permitted the consolida-
tion of Chrysler's assembly plants in the eastern half of the United
States and Canada, and.a California aésembly plant was no longer a
necessity. Prior to the closing of the California plant, Chrysler's
other U.S. assembly plants supplied California with *** percent of
California's requirements of the types of cars formerly produced

there. 1In 1972, those other U.S. assembly plants supplied California

with *** percent of its requirements of such vehicles.
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During the last year that Chrysler Corp. operated the Commerce,
Ccalif., plant, model year 1971, virtually all of the Commerce plant's
production consisted of Valiants, Darts, Satellites, and Coronets.
When the Commerce plant closed, production of the cars formerly pro-
duced there was shifted to other North American assembly plants where
compatible body styles were already being produéed and where there
was sufficient capacity to produce additional cars. Those assembly
plants were at Hamtramck, Mich., Lynch Road, Mich., St. Louis, Mo.,
and Windsor, Ontario, Canada. Factory sales of Valiants, Darts; and
Satellites made at the Canadian plant (no Coronets were made there)
increased from * * * model year 1971 to * * *
model year 1972. Factory sales of Valiants, Darts, Satellites,
and Coronets made at the St. Louis, Hamtramck, and Lynch Road assembly
plants increased from * * * model year 1971 to
* * * model year 1972. Thus, the increase in production at
Chrysler's other U.S. plants was substantially greater than the in-
crease in production at Chrysler's Windsor plant * A* *
subsequent to the closure of the Commerce facility. U.S. imports
of such vehicles from Canada increased by only * * * units
in the same year.

In light of the above factors--Chrysler's poor financial posi-
tion, poor competitive position vis-a-vis its domestic competitors,
the generally poor condition of the Commerce plant, and the transfer

of more production of types of cars formerly produced at Commerce to
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other.U.S. plants of the Chrysler Corp. than to Chrysler's Canadian
plant--I have concluded that increased imports are not the major
factor in causing or threatening to cause the unemployment or under-
employment of the affected workers in this investigation. Since the
fourth statutory criterion has not been met, a negative determina-
tion is required. Inasmuch as my negative determination is based

on the inability of the facts in this investigation to satisfy the
fourth criterion of the statute, I have not been required to make,

nor have I made, any determination as to the causal relationship

of trade-agreement concessions to increased imports.
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INFORMATION OBTAINED IN THE INVESTIGATION

Description and Uses

The Commerce, California, plant of the Chrysler Corp. produced
only passenger automobiles in the intermediate and compact size range.
In all, during the period 1968-72, Barracudas, Belvederes, Challengers,
Chargers, Coronets, Darts, Satellites, and Valiants were produced
there; two of these models, however, were produced there only for 1
year. All of these models of automobiles were produced at a number of
other U.S. assembly plants of the Chrysler Corp. and Darts, Satellites,
and Valiants were also produced at Canadian assembly plant.

Passenger automobiles are self-propelled 4-wheeled vehicles de-
signed for over-the-road use and for the transport of up to 10 persons.
Vehicles, for the transport of 11 or more persons are considered to be
motor buses; those designed primarily for the transport of articles
rather than persons are considered to be automobile trucks. Passen-
ger automobiles are commonly, but not exclusively, propelled by
piston-type internal combustion engines. Increasing numbers of pas-
senger automobiles are, however, propelled by other means, such as:
diesel engines, engines using natural gas, wankel engines, turbine
engines, and electric motors. Passenger automobiles are designed
almost exclusively for use on streets, roads, and highways; motor
vehicles designed for use predominantly on other types of surfaces
are not considered to be passenger automobiles.: Such vehicles in-

clude snowmobiles, golf carts, all terrain vehicles, and amphibious

vehicles.



Passenger automobiles are available in a wide range of sizes.
During the 1972 model year, domestically- and Canadian-produced
vehicles were available with wheelbase meansurements ranging from 94.2
to 127.0 inches; overall lengths of 161.25-229.9 inches; overall widths
of 51.9 to 79.78 inches; overall heights of 47.8 to 65.4 inches; and
curb weights of 2,050 to 5,662 pounds. During the period 1970-73, the
average size of domestically produced vehicles has become smaller.
Imported vehicles, except those from Canada, were smaller on the average
than their U.S.- and Canadian-made counterparts during the same period.

'Piston-type engines in domestically produced and Canadian-passenger
automobiles range from 4 to 8 cylinders and have displacements ranging
from 97.6 to 500 cubic inches. Recent trends to smaller automobiles
and punative insurance rates on vehicles having high power to weight
ratios have resulted in lessening demand for larger engines and an in-
creased demand for smaller ones. In addition, recent federal and local
(notably California State) legislation with regard to air quality stand-
ards have resulted in a trend to smaller size automotive engines in order
to make room for the rather large pollution control devices that must
also fit under the hood.

Body styles of passenger automobiles include 2- and 4-door sedans
(center pillar), 2- and 4-door hardtops (no center pillar), convertibiles,
station wagons, sport cars, small buses, and limousines. Federal laws on
motor-vehicle safety may shortly result in the unavailability of conver-
tibles and 2- and 4- door hardfops since such cars will not meet the
""roll over'" requirements. Convertibles have already begun to decline in
popularity because of the availability of air conditioning and sun roofs

in other models. In addition, federal laws on automotive safety have
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added a number of new features such as head rests, lap and shoulder
belts, collapsible steering columns, padded dash boards, air bags,
strengthened side walls, locking steering wheels and transmissions,
warning signals for unlocked doors and ﬁnfastened seat belts, and a
multitude of other devices.

Owing to the nearly infinite variety of options and accessories
available on modern passenger automobiles, there is a profusion of
choice, which has been facilitated by the computerization of parts
procurement and the automation of the assembly process; the multiplicity
of options has in turn requirea further computerization and automation.
Only through the use of such methods does the proper component reach
the correct place on the assembly line at the correct time to be in-
stalled in the proper automobile. The components that are used in the
final assembly process are seldom manufactured in the assembly plant;
they are normally manufactured at other plants of the automobile manu-
facturers or are purchased from outside suppliers. |

The automotive assembly operation involves such diverse processes
as cutting, pasting, sewing, riveting, welding, tightening of bolfs and
screws, cleaning, painting, polishing, and checking. Although smaller
components may move constantly through the plant to the places of final
assembly without disrupting operations, larger components--such as body
and chassis parts--must be moved into place while the line is shut down
between shifts and stored throughout the shift. Storage of such articles
consumes a great deal of space and, according to industry spokesmen, it

is accordingly much more efficient to produce a limited number of car
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models in a given assembly line. Since 1958, all new assembly plants
have béen built on a one-story plan; they have a great deal of on-line
storage space for bulky parts; and/or the traffic and material flow is
such that the assembly line need not be shut down in order to restock
the line with major components, thus allowing efficient two-shift
operation of the plant.

A1l annual data in this report are presented on a model year basis--

that is the 12-month period ending on July 31 of the year named.
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U.S. Tariff Treatment

Dutiable imports of new passenger automobiles are specifically pro-
vided for under item 692.1020 of the Tariff Schedules of the United
States (TSUS); if Canadian articles, they are subject to the provisions
of the Automotive Products Trade Act of 1965 (APTA) and are entered free
of duty under item 692.1120.

The rate of duty applicable to imports under TSUS item 692.10
amounted to 6.5 percent ad valorem from July 1, 1963 until January 1,
1968, when the first of five stages of duty reductions resulting from
concessions granted by the United States during the Kennedy Round of
trade negotiations became effective. This rate was reduced to 3 per-
cent ad valorem on January 1, 1972, A tabulation showing the tariff
history of passenger automobiles since the Tariff Act of 1930 is pre-
sented on page A-7.

New passenger automobiles that are Canadian articles 1/ have been
accorded dqty—free treatment under TSUS item 692.1120 since January 18,
1965, pursuant to the provisions of the APTA which impiemented the
agreement concerning automotive products between the Government of the
United States and the Government of Canada. To carry out the U.S.-
Canadian agreement, the Canadian Government accords only limited duty-
free treatment to imports of U.S.-made passenger automobiles. The
Government of Canada restricts the right to such free entry to Canadian

manufacturers of motor vehicles who annually meet certain criteria; the

1/ Through December 31, 1967, no more than 60 percent (50 percent
after December 31, 1967) of the appraised value of a Canadian article
could consist of materials imported into Canada from countries other
than the United States.
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criteria provide generally that manufacturers--to obtain the right of
duty-free entry--must assemble in Canada as many cars as they sell

there, and must attain specified levels of Canadian value added in

* * *

their operations.
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New passenger automobiles: U.S. rates of duty, 1930 to the present

Effective date :

of rate change : Authority for change . New passenger automobiles

June 18, 1930----: Tariff Act of 1930 : 10% ad val.

June 30, 1956----: GATT 1956, : 9.5% ad val.
June 30, 1957----: GATT 1956, : 9% ad val.
June 30, 1958----: GATT 1956, : 8.5% ad val.
July 1, 1962----: GATT 1960-61, : 7.5% ad val.
July 1, 1963----: GATT 1960-61, : 6.5% ad val,
Aug. 31, 1963----: Tariff Classification : 2/
. Act of 1962 1/ :
: Canadian
. articles All other
Jan. 18, 1965----: Automotive Products : Free : 3/
: Trade Act of 1965 :
Jan. 1, 1968----: GATT 1967, : 2/ 5.5% ad val
Jan. 1, 1969----: GATT 1967, . : 2/ 5% ad val
Jan. 1, 1970----: GATT 1967, : 2/ : 4.5% ad val
Jan. 1, 1971----: GATT 1967, : 2/ : 3.5% ad val
Aug. 16, 1971----: Pres. Proc. 4074 3/ : 2/ : 10% ad val.
Dec. 19, 1971----: Pres. Proc. 4098 3/ : 2/ 3.5% ad val
Jan. 1, 1972----: GATT 1967, - 2/ 3% ad val

1/ The institution of the Tariff Schedules of the United States,
on Aug. 31, 1963, resulted in no change in the rate of duty applicable
to U.S. imports of passenger automobiles.

2/ No change.

3/ Pursuant to Presidential Proclamation 4074, effective Aug. 16;
1971, a general additional duty of 10 percent ad valorem was tempo-
rarily imposed on most imports of dutiable merchandise. The combined
total of the MFN rate of duty and the temporary additional duty was
not, however, to exceed the 1930 rate of duty. In the case of pas-
senger automobiles the temporary additional duty amounted to only 6.5
percent ad valorem since the MFN rate in 1971 was 3.5 percent and the
1930 rate was 10 percent. Effective Dec. 19, 1971, Presidential
Proclamation 4098 removed the additional duties concomitant with the
realignment of world currencies that followed the Smithsonian Con-
ference of December 1971. The temporary additional duty provided
for in Presidential Proclamation 4074 and terminated by Presidential
Proclamation 4098 was not applicable to duty-free imports.

Note.--Prior to Aug. 31, 1963, new passenger automobiles were
classified under tariff paragraph 369; subsequent to that date they
were classified under TSUS item 692.10. New passenger automobiles
that are Canadian articles have been classified under TSUS item
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