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EXECUTIVE SUMMARY

The framework within which Canadian trade policy is
developed and implemented is seriously biased against
the interests of consumers. Over recent years there has
been a proliferation of restrictions and controls on
imports of a wide range of consumer goods, including many
food products, and customs duties in the consumer goods
sector remain relatively high. This "new protectionism"
has been put into place to protect the interests of
Canadian producers and manufacturers, with inadequate
consideration of consumer interests. Canada's trade
policy system needs to be restructured, especially on the
import side, so as to eliminate features that are negative
from a consumer perspective and which would require more
adequate consideration to consumer interests. There is
a need also for improved facilities within the system
for the independent identification of consumer interests,
for measuring these interests and for ensuring that they
are taken fully into account in the development and imple-
mentation of Canada's trade policies.

These are the general conclusions of this study of
consumer interests in Canadian trade policy.



705554

THE "NEW PROTECTIONISM" HF 1420
The study surveys major developments in Canadian g;gé

trade policy over recent years from the perspective of

consumer interests. Restrictions and controls have been lqg?‘

imposed by the Government on imports of almost all

clothing and many textile products from "low cost"”

sources, footwear, a wide range of food items including

cereals products, dairy products, eggs, turkeys, chickens,

beef, and automobiles from Japan. While the average

level of Canadian customs duties has been substantially

reduced, duties remain high for many consumer goods:

-- above 20 per cent on clothing, many textiles and foot-

wear, and above 10 per cent on many other consumer goods.

Duties on many imports of consumer goods from Britain

have recently been increased. Greater use is being made

of anti-dumping duties; and import prices of a number of

goods have been increased by increasing their value for

duty by "Ministerial prescription”". Moreover, proposals

for new legislation now before Parliament could increase

the restrictiveness of Canada's import system.

THE TRADE POLICY FRAMEWORK

By a series of legislative measures over recent

years, the Government has changed the structure of
Canadian trade policy so as to facilitate the use of
special measures of protection for domestic producers,
processors and manufacturers. This new legislation
operates with little consideration of consumer interests,
and in some cases precludes consideration of consumer
interests. The interests of consumers have generally
been given inadequate consideration in the operations of
the Textile and Clothing Board, the Anti-dumping
Tribunal and the Tariff Board, which focus their in-

quiries on problems for domestic producers arising [ pgarimNT O coN U
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from imports, and make-recOmmendations for special -

: 1mport protectlon w1thout measurlng the costs to con—

sumers. Import controls and prohibitions on food pro—

;ducts‘are imposed with no evident regard for‘consumer-f
- interests, as integral-parts'of'supply management and

other programs deslgned to raise and malntaln agrlculwif-

.tural prlces and farm income.

Since its establishment in 1967 the Department ofvf
Consumer ‘and Corporate Affalrs has made a useful con-
trlbutlon to the protectlon of consumer interests

w1th1n Canada's trade system. -As a relatlve newcomer"

among- departments respons1ble for trade pollcy,‘lt has

-faced dlff;cultles 1n‘1ts efforts to gain recognition
of*donsumer interests. The Department may not always ' .

. have devoted sufficient resources to ‘its work in trade

policy areas, and to its participation in the .inter-
departmental process of developing and 1mplement1ng
Canada s trade pollCleS. '

.RECOMMENDATIONS

- The spec1f1c recommendatlons of the study 1nclude.

the follOW1ng.

1. .The Department‘of Consumer and COrporate Affairs
should . develop a strategy aimed at. restructuring Canada s

trade leglslatlon and other elements in the. system with
the objective of remov1ng the negatlve features that

adversely affect consumer interests..

2. The Department should press for the creatlon

of new fac111t1es for independent 1nvestlgatlon, analysls

and advice to the Government on trade policy issues; to

perform these functions, the Department should sﬁpport_the




amalgamation within a single-bodyoof the advisory func-
tlons of the Tariff Beard, the Anti-dumping Tribunal and:
the. Textlle and Clothlng Board- such a new body should

be spe01flcally requlred, ‘in carrylng out its tasks, to -

. measure “and assess consumer interests, and-take these .

:interestspfully into aecount iu.its_recommendations'to

the Government.

3. The Department should ensure that suff1c1ent
resources are devoted to its role of safeguardlng the
1nterests of consumers 1n trade pollcy areas, éngage
itself fully -in all 1nterdepartmental dlscu551ons of

trade policy 1ssues, and partlclpate fully in the

preparatlon of- proposals requested by Mlnlsters for.

developlng new trade strategles for Canada in the 1980‘s.

iv -
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CHAPTER 1’

TRADE POLICY AND CONSUMERS

"There do not seem to be too many v01ces for the
" consumertr ‘in Parllament" ‘

- = Mr. Bryce Mackasy, M.P., Chairman,
- Commons Sub-committee on Import
POlle, June 16, 1981

over recent‘years Canadian legislation in'theAtrade
pollcy area has been extended 1n ways which have generally

"~ . been damaglng to the 1nterests of Canadlan consumers.

. The neéwer trade leglslatlon and the measures taken w1th1n

its framework have largely been ‘designed to give ‘additional

protectlon from. outs1de competltlon to Canadian producers

1n areas of spec1al interest . from a consumer perspectlve,

1nclud1ng textlles, clothlng, footwear,'automoblles and
a wide range of food products. The process has 1nvolved
a shift from the tradltlonal use of . the customs tarlff
for protectlve purposes to the use. of an array of non~
tariff measures, espec1ally quantltatlve controls on
1mports.3>' '

Relatively little attention has been given to: the -

 implications of this "new protectionism™ for Canadian

consumers, despite the large additional consumer costs

' _involved and- despite- the - contrlbutlon of protectionist

trade pollcles to fuelling inflation ‘in Canada. In o
Canada, as elsewhere, consumeyr 1nterest groups have tended
to focus attention on. such areas as the quallty of con—~
sumer  products,; product safety, and the effects of re-
strictive trade practlces.”' Consumer interests in the
development and -implementation- of Canadlan trade policy

have been 1nadequately presented and generally overlooked.




SCOPE OF STUDY

- The purpose of thlS study is prlmarlly to examlne o
the evolutlon of Canad1an trade pollcy over recent years,<
partlcularly on the ;mport s1de, from the perspectlve

of Canadian'consumer'interests;’ Chabter 2 reV1ews the

‘main developments in Canadlan trade pollcy of spec1al

1nterest to consumers s1nce the late '1960's. Chapters 3
to 7 focus on Canadian legislatlon in trade policy areas,
and seek to identify:and;examine elements of this
legislation of particular.consumer interestj they also

examine, from a consumer perspective, the operations of

. the three guasi- 1ndependent boards of .inquiry that play

an 1mportant role in the conduct of Canadlan trade
policy: . the Tarlff Board the Antl—dumplng Tribunal, =
and the Textlle and Clothlng Board. Chapter 8 examlnes
1mport restrlctlons on a range. of food products that are

~.an lntegral part of agrlcultural supply management and

other programs. Chapter 9 examines the ‘role and act1v1- ,
ties of the Department of Consumer ‘and Corporate Affalrs~
in trade pollcy areas, 1n the context of broader 1nter—
departmental structures. " And Chapter 10 presents a
number of conclus1ons and recommendatlons based on the
earller chapters. - '

This examlnatlon of consumer interests in Canadlan
trade pollcy is far from’ exhaustlve or’ complete, -among
other thlngs, the study does not cover the complex- system
of tariffs ‘and- controls on imports.of alcohollc beverages,
in which prov1nc1al governments_play\1mportant roles. -
Most of the'topics'addressed herein could usefully be
analysed in more depth with a V1ew to evaluating more
preclsely the nature and ‘scope of the consumer interests
involved. This study may serve to 1dent1fy areas of

trade policy of special lnterest to consumers that.could



‘ be_researched and“analysed in more detail.

' Nor does this study attempt to examlne in any depth

~the broader 1ssues and developments that surround the

develOpment of Canadlan trade pollcy and trade legis-

.latlon, and to link these w1th thelr 1mpllcat10ns for.

consumer 1nterests. Such developments and issues in-
clude'a general trend among 1ndustr1allzed countrles
towards a "new protectlonlsm" arlslng from changlng
patterns of_world productlon and trade; changes in the
framework-of world trade rules over recent years; the
problems'involVed in:identiinng and measuring the costs
of reoent‘developments_in trade:legislation and trade
policy, and the problems involved in advancing'the
interests of consumers in ‘the process of developlng and
1mplement1ng Canadian trade pollcy. '

While these broader-issues:and developments are not
covered in any. detail in this study, theyznevertheless
requlre some general. cons1deratlon as-a settlng for the
material that follows.-‘ " S

"NEW PROTECTIONISM"'

Beglnnlng in the early 1970's, there has been an

overall 1ncrease 1n protectlonlst trade measures not only

,1n.Canada-but in most,other 1ndustr1allzed:countrles,

indeed. protectionism in many other countries is more

severe than in Canada; The causes and extent of this new
protectionism have been analYSed and measured in a number
of stndies by,the GATT Secretariat, the International
Monetary Fund, by academic .authorities and others. It

is a common view that the increase in protectlonlsm in

many 1ndustr1allzed countries: reflects in large measure
the dlfflcultles fa01ng partlcular sectors of,productlon




in-adjusting>to-changing patterns:of world production and
trade,-andiespecially.to.the emergence'of more efficient:
competing manufacturing‘industries_in Japan, certain
de&eloping countries, andselsewhere.‘fAlso, there is a

' growing appreciation that the‘"newsprotectionism" has
- arisen from 1onger term'problemS'of a structural kind,
~rather than  from short term cycllcal changes. ‘These

structural problems, of course,  increase the difficul--
ties of remOV1ng import restrlct;ons once they are
imposed. 1In some sectors,_such as steel, subsidies on
production or exports by the'governments.of some pro—
duc1ng countrles have been the bas1s for defensive 1mport '
measures by others.» In the agrlcultural sector, domestlcv

, 1ncome and price support measures. of varlous kinds have

been 1ntroduced on a larger scale which require - the 1mpo—

'sition of controls on imports. While the new protectlonrsm ‘

affects many areasvovaOrld‘trade} the impact hasgbeen
particuiarly severe.on actual or potential;exports by
developlng countrles.‘ The new protectionism has thus
become an 1mportant 1ssue in the "North South dlalogue“ 1

The 'new. protectlonlsm“ is w1dely conS1dered to
represent not merely .an 1ncrease 1n restrlctlons on
trade, but a shift. in structure and form away-. from ‘the
tradltlonal use of the customs tarlff towards. more dlrect
quantltatlve controls, W1th quotas or prohlbltlons de—

- termined from period to period by governments, and also'
.toWards the subsidization of domestic producers. Thus

controls on imports_are'often‘combined with other forms

of assistance by governments to 'domestic producers in

“For a study of. Canadian trade barrlers agalnst 1mports-
from developing countrles, see Margaret A, Biggs, The
Challenge: Adjust or Protect? The North=- South
Institute, -Ottawa, 1980.




the form of subsldy programs,’ or’ preferences in the pro-
curement pollcles of governments.2 ‘The newer system hasv
also been descrlbed as a shift towards a system of “con-
tingent protectlon", involving a greater use of. trade
measures such as anti- dumplng:dutles, countervalllng
duties, and other import barriers that may be put in

place relatlvely qulckly to deal with a sudden surge of

1mports, or in retaliation- agalnst trade measures taken.
by other countries that adversely affect the exports of
the" country concerned 3 In any event and whatever form
the newer protectionist measures. may take, they are
1mposed on top of any normal customs ‘duties; and they

will commonly be translated into hlgher prlces for con-

sumers and. 1mpose addltlonal costs for the communlty as:
a whole. A o T \

"This 'new prdtectionism' has to -some ‘extent. and in
some areas been- offset by a general decrease in the level
of customs duties . 1mposed by Canada as well -as other -

developed countrles. These decreases have resulted

' malnly from a- series of multllateral tariff. negotlatlons

W1th1n the GATT framework, espe01ally the Kennedy Round
(1963~67) and the Tokyo Round (1973~ 79). As an outcome
of these and other 1nternatlonal negotlatlons, the. average
level of Canadlan customs duties on manufactured goods |
has_been reduced by around one- half from around twenty
per. cent to under ‘ten. per cent. Nevertheless, Canadlan
customs duties remain relatively hlgh on textlles,

.2For an -examination of recent changes in: the form of pro—‘

tectionism, see Melvyn B, Krauss, The New Protectlonlsm'
The Welfare State and Internatlonal Trade, New York
-University Press, 1978.. ‘

3ThlS shift towards a COntingent protection"{system has
been put forward in several articles by Rodney de C.
'Grey, who headed: Canada s delegation at the Tokyo Round;
see, for example, . hlS statement ‘on June 5, 1980 before.
‘the Senate Committee ‘on Foreign Affairs, pp. 4,6» '
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clothlng, footwear, and many other products of prlme

' consumer 1nterest.

- THE CHANGING INTERNATIONAL SYSTEM

The 1ncreased use of import restrlctlons and other..
trade controls by Canada, and the contlnued use of ‘rela- .
tlvely high ‘levels of customs duties, reflects in part
changes in the international context within which Canadlan
trade policy is developed changes 1n GATT and other.
1nternatlonal rules ‘and procedures, and the evolutlon of
the trade policies of- Canada's major tradlng partners,
particularly the United,states,‘European Community and - |

AJapan;_'The use of protectionist trade'measnres>by these

countrles inevitably influences their use by Canada.»
Agreement by Japan to limit automoblle exports to the
United States and to European countrles, for example,

results in pressures by the Canadian'industry for simi-

lar protéction, and makes it difficult for Canadian

Ministers to resist such pressures.Z'The_willingness5cf‘

larger countries to reduce protective tariffshand other .
trade barriers in.GATT negotiations ‘sets practical‘

limits on the reductlon of Canadian tarlffs and other

" trade barrlers.i Whlle a- number of restrlctlve trade

measures may now be more effectlvely controlled by new

GATT codes ‘and agreements adopted during the Tokyo Round,
these same codes may also facilltate thelr use. The ‘
rules of the GATT Multifibre Arrangement -have been pro- -

gressively amended to facilitate rather than constrain

‘the use of restrictions on imports of textlles and

clothlng from "low cost" countries. -

' Further, the new international trade system-has be-
come more complex and_legalistic_than ever; -and corresf

ponding changes in these same directions have been made




or are being made in the trade policy systems of many

- trading countries, including Canada as well as the

Unlted States, European Communlty and Japan. 'These‘ .
changes in Canada s trade policy system, especially on

*the 1mport 31de, w1ll make the system less transparent

and more 1mpenetrable from outslde, and more difficult

7for ‘broadly based consumer ‘groups -to understand how and

in what ways the1r interests are affected by its
operation.

.Nevertheless,'there are someé indications of a trend
to‘moderate the use'of protectionist-trade measures .
among'trading'nations., Succes51ve meetlngs of world
leaders at the summit level have pronounced themselves
in opposition to trade protectlon. W1th1n GATT, an .
important meetlng at the Mlnlsterlal level will be held
in November of this year, ‘which may' open the way to- new
1nternatlonal efforts to llberallze trade in serV1ces as

well ds in goods. Success 1n these.efforts‘could.brlng -

gains for consumer interests in Canada and elsewhere.

COSTS OF PROTECTIONISM

-:Classical international trade_theory demonstrates.

‘that restrictions on trade~leads to an inefficient allo-

cation of the world's economic resources, both for the
world.-as a whole and for 1nd1v1dual countries. _Trade
protectlon also favours the 1nterests of partlcular pro-
ducers at ‘the. expense of the. communlty as a whole, in-
cludlng consumers as a group. _Trade>protectlon thus_
enjoys little or no . favour -among economists, except per-
haps as a temDorary measure to encourage an "1nfant
1ndustry" ' "

4See, for example, C. P. Klndleberger, International .
Economics, - Irw1n Thlrd Edltlon 1963 Chapters 5 and 12,




.Canada has a long history of 1mport protectlon,
especially for the manufacturlng sector, datlng back to
the 1870's. The costs involved for the Canadlan economy
have been the sub]ect of several crltlcal examlnatlons.
Among these was a study by J.H. .Young in 1957, _which
estlmated that the "cash cost" of the Canadlan tarlff in
1956 was in the order of $l bllllon.5 A more recent .
study of protectionism in. Canada, issued by the Economic
Council of Canada in 1975, 6 indicates that the. "cash
cost" of Canadian tariffs comblned with other import pro-
tection would be many tlmes.thls_amount>at the present
time. '

o The customs tarlff is a tax -on 1mports and as: such
represents a transfer to the government of 1ncome by
consumers of . 1mported goods. In the fiscal year 1980~ 81,
Canadlan tariff revenues have been estlmated to. amount
to just over $3 bllllon, rising to over. $4-billion. in
1983‘84.7* Whlle.thls_amount~1s‘only a small.proportlon
of overall government revenue,.it is not insignificant.
Customs'duties,.moreo?er,Flike sales;taxes, are regres-
sive in nature and“thusArepresent a greater burden'for
low‘income'consumers'than for'high income’consumers.
Furthermore, tederal and. prov1nc1a1 sales taxes are

compounded on top of the duty paid value of 1mports.

fCustoms tariffs have.other,important effects, in

5

J.H. Young, Canadian COmmercial'Policy, a study for..the
Royal Commission on Canada s Economlc Prospects, 1957,
pp. 67-73. ‘

6Economlc Counc11 of Canada, Looklng Outward Supply and
Services Canada, 1976, Chapters 1-7.

Minutes of Commons Commlttee on Flnance, Trade_and
Economlc Affairs, February 3, 1981, p. 36A l._‘




addition. to their function as a tax on“imports'and a -
source of government revénue. Because domestic con-

‘sumers must pay hlgher prlces for 1mported products,

domestic producers can maintain’ hlgher prices for thelr

' productlon of llke oxr’ s1m11ar goods ‘and serV1ces- the

effect is to transfer 1ncome from consumers of these
goods and serv1ces to thelr domestlc producers._ More~
over, the economy as a whole and consumers as a group
suffer further losses, because domestlc resources- are
discouraged from belng shifted to relatively more effi-
cient uses from the protected and relatively less effi-

clent sectors of the economy. ngher prices in pro-

tected product areas also result in ‘lower levels of con-

sumptlon and use,'and a- reductlon in living standards.
Overall, the cash costs.to the ‘economy as a whole and
to consumers asfafgroup;can substantlally exceed the
benefits~from'a.customs_tarlff gained by_domestlc‘pro-'

ducers plus the revenue resources :transferred to govern-

‘ment. If duties are high;enough,:they mayodiscourage»

imports”of:a ‘product entirely, at'least from certain

countr1es-~on some other products, even a hlgh duty may

' have llttle protectlve effect in practlce. Tarlffs.are

generallyvregarded_by economrsts_as»a‘hlghly unsatisfac-
tory policy . instrument. According to Kindleberger:
"Anythlng that a tarlff _can do, some other weapon. of

economic pollcy can do- better" 8

As.nqted_above,fcustoms duties remain at. relatively

high~levelslfor manyjproducts of prime interest -to con-
sumers. -Appendix.l'contains.anoillustrative.list of

_ consumer . type goods. showing the-level.of'cuStoms duties

that will continue to.be*imposed onuthemieven after the

Kindleberger,:gp;cit;,_p.f242;{’



cuts resulting from the Tokyo Round of GATT tariff nego-
tiations have been lmplemented. yMoreover, as explained:
later in this study, even higher levels of customs duties

‘are often imposed on-particular,imported goods 'by ‘the use

of'specialtantiadumping‘duties and by increasing the

valuatlon of 1mnorted goods for the purpose of calculatlng

customs dutles. -

- Despite the weakness of the customs tariff as a .

policy instrument and the losses involved for consumers,

it is generally agreed that quantitative restrictions” _
and controls are even less desirable, especially from a
consumer.‘perSpective.9 One_major'objection to quanti-.
tative controls is that import levels are determined -
not_by:the_market place but by arbitrary decisions by -
government, commonly inyresponse to pressures from
special.interest qroups,‘ 1mports in some ‘cases may be
entlrely prohlblted Where 1mports are permltted quota
systems or. llcences are commonly used . to allocate
imports or used to regulate exports- and 1mporters or
exporters come: to. occupy monOpoly p051t10ns arising

from their quota rlghts. These rights can acqulre a
value of their own in the. form of 'quota rents' which go

to importers, wholesalers, retallers and forelgn expor-

ters; the result is to 1ntrease prlces to consumers.
Further objectlons arise from the: complex1t1es, delays,
and, lack of transparency of systems for admlnlsterlng
import controls, which represent addltlonal ‘costs and.
may open the way to favouritism or even_corruptlon. :
Altogether, quantitative controls on imports not‘only-‘
introduce severe distortions in the market but add sub-

stantial further costs to consumers, on top of any

9K1ndleberger, p.c1t., pP. 224- 251 Krauss, op;cit.,'pp.
l3 l7 . A ' , - ' A

-~ 10



_these costs approx1mately as follows'

10

customs duties that are imposed.

- A recent study-by~Glenn P. Jenkins for -the North-

' South Institute demonstrated the high costs to Canadian

consumers, and to the economy, of high tariffsicom—

'blned with quantitative. controls: that. are 1mposed on .

1mports of clothing. lq: These ‘controls on 1mports of

clothing are malnly,admlnlstered>by the exporting coun~
try concerned, under bilateral arrangements concluded

by the Canadian government. Jenkins. found ' that the.
:losses to consumers resulting from tariffs and controls_'
‘on 1mports of clothlng amounted in total to almost $470-
-mllllon in the year 1979 alone, of which the costs of

the tariff amounted to about $270 million and the costs1

of the quotas to around $200 mllllon.;l He measured
12 -

(a) gains to foreign producers arlslng

from value of guota rights : »$4l‘million
(b) ‘transfers to the Canadian govern~f L o
‘ment of customs duties . . $93 million
- (e) additional proflts to domestlc ,..7' )
producers L T - $267 million
- (d) economlc waste of resources in.. FT .
productlon : . P : - $46 million
_(e) ‘loss of standard of 11v1ng from ) ‘HV
‘reduced consumption - o $21 million
Total_cOnsumer cost - S $467cmillion

Glenn P. Jenkins, Costs and Consequences of the New
Protectionism: The Case of Canada's Clothing Sector,-
the North South Instltute, Ottawa, July 1980.

Most clothlng is dutiable at the MFN rate of 22, 5 per;
cent; quantitative controls are in place for most :
clothing imports from developing country’ suppllers
under bilateral arrangements.

11

12Whlle the' 'talculations in the Jenkins study have been

questioned, they serve to illustrate the large costs’
and . losses for consumers arising from high tarlffs
and 1mport controls on clothlng. S
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The Jenkins"study, moreover, 1nd1cated that the
high tariffs and. 1mport controls in the clothing sector
have a clear bias agalnst lower 1ncome Canadlans. It
found that. while an average famlly in the low income

_group (less than $10,000 annual income) earned only

15.8 per cent as much as an average famlly in. the high
income group (over $30 000 annual 1ncome), ‘the poorer
families "bear over: 47 per -cent as much burden of . the
consumer costs of protectlon as does a high 1ncome
famlly"

NEGLECT OF CONSUMER INTERESTS

The consumer movement that emerged in Canada, the
Unlted States and elsewhere in. the 1960's has made a

major 1mpact in many areas of government pollcy, legis-
latlon and regulatlon. In ‘the area ofvtrade policy,

however,.consumer 1nterests ‘have generally been inserted

less effectlvely than in- other areas such as the quallty

of consumer: products, product safety, health, and.

labelllng, or in the- area of restrlctlve trade practlcesy

In trade pollcy areas, consumer interest groups have
been less united. Labour -unions, for example, with. _
their preoccupation over job Security, have. tended to
become 1ncreas1ngly protectlonlst in trade areas, '
whereas they are generally allled with consumer groups .
in other areas. Domestlc producers of manufactured
goods,>and5in certaln areas of agrlculture, are better
organized.aS’pressure groups than consumers, and can
command,the/resources.tOvmake more forceful presentations'
of their.interests~at politicaillevels'andeithin the p
country_generally;» Voters. tend to be organized as pro-
ducers, rather than‘as consumers, especially during. -
periods. of adverse economlc condltlons and hlgh unem-
ployment '

12




Despite the substantlal 1mpact on consumers of

customs duties, import controls and other restrlctive

‘trade measures, there has been a remarkable absence of

public discusslon in Canada of trade policy issues and
developments from the perspective of consumer interests.
A recent review of Canadian newspapers, perlodicals and

- academic literature found a certain- amount of press

coverage of particular trade measures such as footwear

quotas, Japanese restrictions on exports of automobiles |

~and the results of particular inquiries into dumping;

commonly such reportlng reflects the- 1nterests of pro-
ducer groups concerned. There is also of course_con—
siderable body of‘recent:economic literature, often

‘quite specialized, concerned with particular issues in
- Canadian trade policy;;.But.there_has been almost no

- analysis of the‘particular consequences for consumers

of the development and 1mplementation of Canadlan trade

: leglslation over recent years. Two studles in this area,

however, might be noted- one by Ellen Richardson in the-

mid-1970's. examined from a consumer. perspective the man- -

dates" and operations of . the Tariff Board, the Anti-

' dumplng Tribunal and the Textile and Clothing Board 13

the other by Glenn Jenkins in 1980 was noted in the

prev1ous sectlon.

 The Consumers' Association of Canada has, of course,

.made,numerous although somewhat'uneventefforts to safe-

guard the interests of Canadian consumers in trade policy
areas,-through;representations toiMinisters concerned
with trade”policy,_presentations:before-Parliamentary'

13Ellen Richardson, Consumer Interest Representation';
- Three Case Studies, ‘Canadian Consumer Council (un-

" dated) . See also, in the United States, - Morkre "and
- Tarr, The Effects of Restrictions on. United States
. Imports: Five case. Studles and Theory, Federal Trade
N Commission, l980. .
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committees,‘and'presentations to the Tariff Board'and
the Textilesland Clothing Board. On'some occasions,

support for:consumer positions has been forthcoming'

from other groups outside government with. parallel

»1nterests representlng retallers and 1mporters, and from

groups concerned Wlth the spec1al problems of developlng’:
countries.’

‘Nevertheless it is evident from an examination of
the records of Parliamentary committees, the Tariff . .
Board, the Anti-dumping Tribunal and the Textile'and :

‘Clothing Board, that presentatlon of consumer 1nterests

have not always been adequate, and in some cases have

‘been absent.. The dellberatlons of these bodies, more-

over,. generally reveal that consumer interests are
commonly overlooked or ignored.~ Mr. Bryce Mackasey ' S |

M.P., as Chalrman of. the Commons Sub—commlttee respon~

- sible for examining. proposals for new. 1mport 1eglslatlon,

commented in this regard.

I “think the consumers in recent months have been
neglected and forgotten in a lot of dlscuss1on
in this country. Come the movement- of truth,

. the consumers have got to be-protected.l4;

One concluslon emerglng from the present study 1s_
that new or 1mproved arrangements are needed to identify
consumer 1nterests in partlcular leglslatlve proposals _
and measures in trade pollcy areas, to measure the extent
and. nature of consumer 1nterests, and to advance these
1nterests in ways ‘that will make a greater 1mpact on the

process of developlng and 1mplement1ng Canadian trade
pollcy.

'_This is not'to.imply,that within'thefCanadianf

4Mlnutes of Commons ‘Sub- Commlttee -on Import Pollcy,
November 2, 1981.- :
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Government decisions on import policies“and measures have
. been made'without regard to cOnsumer interests'involved' '
 Since its esLabllshment in the late 1960 s ‘the Department
‘:of Consumer and Corporate Affalrs has had a mandate for

seeklng to ensure that consumer 1nterests are taken

into account in the development and 1mplementatlon of

' Canadlan trade pOllCY. There is ev1dence, however, that

the Department has not always ass1gned adequate resources
to this side Of»lts work. - The 1nterests of the consumer
have not always been recognlzed by other ‘departments with
longer standlng major responS1b111t1es in trade policy -
areas. ' And the. 1nterdepartmental structure includes

powerful elements that, essentlally represent producer

“and other. speC1al 1nterest groups. " Within the bureaucracy,

as in Parliament, the volce of the consumer 1s often

' falnt or d1sregarded

Nevertheless, there appears to be a growing - aware-

) ness ‘of the. high costs of trade protectlon for the con-,"

sumer: and for broader natlonal 1nterests. Also, it

appears to be 1ncreas1ngly recognized in Canada and in

»Vother 1ndustr1allzed countries that. protectlonlst trade
- policies are ineffective and. even counterproductlve as

an approach to deallng 'with underlylng economic problems

a structural nature.

15



CHAPTER 2

\ RECENT‘DEVELOPMENTS,

- This chapter contalns a 11st of leglslatlve and

.other developments in Canadlan trade pollcy over the past

f1fteen years whlch are of Spec1al 1nterest from a- per—’
spectlve of consumer 1nterests.

} At the beglnnlng of thls perlod in 1967, the:A_
Department of Consumer . and Corporate Affairs was estab—
lished. by a spec1al Act of Parllament 1 The creation’ of
this new department and the mandate given to it relatlng

to the protectlon of consumer interests,’ prov1ded a

‘stronger basis for the 1nsert10n of consumer 1nterests

into the formulation and 1mplementat10n of Canadian trade y
policy Nevertheless, and despite the‘efforts of}this e
new Department, developments in Canadlan trade leglsla—'
tion and trade pollcy from the late 1960's. have been
generally damaglng to . the 1nterests of consumers. -It.

is true that substantlal reductlons in Canadian tarlffs .

rhave been made as a. result of multllateral negotlatlons

within GATT. As an outcome of the Kennedy ‘Round (1963 67)
and the Tokyo Round (1973- 79), the overall level of

FCanadlan customs duties has: been substantlally reduced
from levels in the 1960's; in the ‘sector of manufactured _f

end products, the average level of customs duties has
been cut by over one- half from over. 20 per cent to the"

8-9 per cent range.2> However, hlgh tarlffs will contlnue

yto be 1mposed on many products of prime interest to con-

sumers. Moreover, overshadow1ng the:reductlons,ln

1Department of Consuner and Corporate Affairs Act R.S. C.
1970, Chapter C 27. :

2'I‘hese lower rates w111 be achleved by 1987 when the
cuts agreed to in. the Tokyo’ Round w111 be fully 1mple--
mented , . : -

16



custbms‘duties since. the late 1960>s has been the shift”
~in Canadlan trade pOllCY toward the use of quantltatlve

controls on imports in- order to glve addltlonal protec—
tion to Canadian producers, in excess of normal’ customsri
dutles, of a range of products of pr1me 1nterest to con—
sumers. '

.KENNEDY ROUND TARIFF REDUCTIONS

In 1968 the Customs Tariff was amended in. order to

1mplement the cuts: in customs dutles that had been -

- agreed durlng the Kennedy Round of negotlatlons under

GATT (1963~ -67) .~ These tarlff cuts represented some
gains_ for consumers. - The average incidence of'the;\
Canadian tariff was reduced by .around 25 per cent. ‘Duties
on flnal manufactured products were reduced - generally

from the 22, 5~ 25 0 per cent range to the 17 5 per cent

‘range. However customs dutles remalned above. 20 per

cent for a number of products of prime 1nterest to con—'
sumers, including most. textlles, all clothlng and all

footwear, in order to. preserve a high level of protec—'

“tion agalnst 1mports for, domestic products of ‘these ‘pro-:

ducts. Moreover, reductlons in dutles ‘on many - f1na1

Vmanufactures were accompanled by reductlons in. dutles on

'lntermedlate products and capltal equlpment thus there

was llttle decrease 1n the level of "effectlve protec~‘
tlon"_afforded by the customs tariff to many Canadian
manufacturers. ‘Further, Canada- pursued anr"item~hy—item“
approach in the Kennedy Round negotlatlons, and decllned
to enter. 1nto an’ across the—board" formula . for tar1ff

reductlons whlch was generally followed by most other

3See statement by the Minister of Flnance, Minutes . of o
Common s Commlttee on F1nance,,Trade and Economic Affairs,
"January 16, 1968. See Minutes of the January 25, 1968,
meeting of the Committee for Statements by the- Consumers'
Assoc1at10n of Canada, and by Dr. H.E. Engllsh Execu~““'
tlve Vice Pre51dent of the Assoc1atlon.
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developed countrles, and Wthh if it had been followed

" would have achleved generally deeper cuts in customs

: dutles on imports of specxal consumer 1nterest.-:-

ANTI DUMPING ACT OF 1968A . _

In 1968 as an outcome of the Kennedy Round Canada
adopted a new antl—dumplng system,,on the. bas1s of the
1968 Antl-dumplng Act. This Act created an Antl-dumplng"

Tribunal as an 1ndependent body to conduct 1nqu1r1es_f
1nto whether dumping of partlcular imported goods causes
or threatens "material 1njury" to domestlc productlon of
like‘goods . The new leglslatlon represented certain .
galns from a consumer perspectlve, since the use of antl-j
dumping duties became limited to sxtuatlons where, after
formal lnvestlgatlons, materlal 1n3ury is found to be

caused or threatened to domestlc productlon by dumped

7»1mports. On the other hand, the Tribunal in conductlng
~1ts 1nvestlgatlons is precluded from taklng account of :

consumer interests 1n conductlng its 1nqu1r1es,.;it -
looks solely into the questlon of whether dumplng of the
product under inguiry is caus1ng or threatenlng materlal
injury to domestlc producers.'~If 1njury is found more-
over, antl ~dumping . dutles are automatlcally 1mposed Ain.
the full amount of the margin of dumping as this haspf

been. determined. by. Revenue Canada in its separate 1n—-;~

'rvestlgatlons.

_l The number of cases. 1nvestigated by the Antl dumplng:”
Trlbunal during the perlod 1969~ 1980 exceeded one hun-..
dred, and the cases were more numerous during the_latter
part_of this period. About two-thirds of the cases re-
sulted in findings Of material injury or partial injury,
and led automatically to the .imposition of anti-dumping

duties. Many’of the products_concerned are of direct |
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interest to consumers.

SECTION 16. l OF THE. ANTI-DUMPING. ACT AND
FOOTWEAR RESTRICTIONS _

In 1971 the Anti-dumping Act was amended to. include
a new Sectlon 16.1; to prov1de for 1nvest1gatlons by the

Trlbunal at the request of the Government into possible
serlous 1njury to Canadlan producers, other than pro—
ducers of textlles and Clothlng, ar1s1ng from 1mports.

This provision of ‘the Act has so far been used
mainly as'a basis for inquiries by the Tribunal into.
imports of foOtwear, ‘and on the basis Of its reports
and recommendatlons the Government in 1977 1mposed re-
strictions on 1mports from all sources of almost all
footwear.  In November 1981 the Government removed ‘the

”restrlctlons on 1mports of leather footwear, but : -

broadened them to 1nclude almost all other types of
footwear. ' ‘

In conductlngs 1ts 1nqu1r1es under Section l6. l of’

" the Act, the Tribunal is v1rtually precluded from taking N
account of consumer interests; its mandate is to deter-

‘mine whether the imports concerned are causing or -

threatening serious injury to~domestic producers.

TEXTILE AND CLOTHING RESTRICTIONS .

In. 1971 the Textlle and Clothlng Board Act was put
into force, establlshlng a Textile and Clothlng Board

(TCB) to conduct 1nqu1r1es into whether imports of any

textile or clothlng products are cau51ng or threatening

"serious 1njury"_to domestic producers. If suchplnjury

4Antl ~dumping Tribunal, Annual Reports, Supply and

Serv1ces, Canada.
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is foundf the-TCB recommends whether speclal measureS‘A'
- of protectlon" should be 1moosed by the Government on .

1mports. The TCB in. 1ts 1nqu1r1es is requlred to take

~ into account presentatlons by "an 1mporter, user or con-

sumer" of the products concerned

on the hasis'of”this‘iegiSIation, the TCB has

.carried out a serles of 1nvest1gatlons into 1mports of.

textiles and clothlng, the latest in 1979-80.7" These
1nvest1gatlons led to the 1mpos1tlon by the Government
of severe restrlctlons on 1mports of almost all

' clothlng and on many textlle products, in some cases. by

the ‘imposition of dlrect controls on,lmportsrand.lnf

other cases by the conclusion of "voluntary export re-
stralnt arrangements" with forelgn suppllers among the
developlng countrles and 1n eastern Europe._

EXPORT AND IMPORT PERMITS ACT

The Export and Import Permlts Act prov1des the main

legal ba31s for the Government to 1mpose restrlctlons
or prohlbltlons on. ~imports of goods . 1nto Canada, and to

issue permlts to 1mporters for the 1mportatlon of goods

that are subject to quotas. _The. Act- was amended in 1971

by Section 26 of the. Textlle and- Clothlng Board Act to.
authorlze the Government by Order in Counc1l to 1mpose

restrlctlons on 1mports of textlles and clothing

‘ follow1ng a f1nd1ng of 1njury by the TCB; the Govern—
ment was s1m11arly authorlzed to 1mpose restrlctlons on

imports of any.other.product that had- been the subject,
of -an inquiry by the Antifdumping Tribunal under the
provisions of Section 16.1 of thewAnti§dumping_Act.

5Textile and Clothing. Board, Textile and Clothing In-
quiry: Report to  the Mlnlster of Industry, Trade and
Lommerce, June 30, 1980.




Import controls are imposed by plac1ng the product con—

' cerned on an "Import Control List". 1In 1971 this 1ist

already included all dairy products, and since then 1t .

has been greatly enlarged. It now also 1ncludes almost

all clothing and footwear, many textiles products, eggs,
turkeys, chickens, beef and veal - Imports of some pro-=

ducts on the List, butter for example, are rarely per—fui

mitted; the 1mportation of some other products, for
example beef.and_veal is permitted at present Without
restriction-under general import permits"; for most

products on the List, however, quantitative restrictlons.

exist and quotas are allocated among importers.. Ohe
serious drawback of the system,_from_a_consumer.perspec—
tive, is the absence of any form of'fsunset? provisions.
governing the,withdrawal of items from the List.

RESTRICTIONS ON EGGS,‘TURKEYS,JCHICKENS AND
OTHER, FOOD PRODUCTS ' ' S ,
In 1972 the Farm Products Marketing Agenc1es Act

was. adopted, which enlarged the scope.for,restricting
imports of‘food products, in support of'Supply‘manage—
ment programs for particular,farm_products.other than

dairy products and grains (which are-covered by . earlier'“

legislatlon), and the Operations. of boards established
to administer these. Supply management programs and.

marketing boards have so far been established for eggs,
turkeys and chickens, -and controls on:imports.of.these

products have been imposed by'the Government in order

to protect their viability;v Similar programs COuld'be_.d

established for other farm products, which would in
turn requlre the 1mpos1tion of controls at the border

to defend‘them against 1mports.

_These~import controls:on eggs,:turkeys and chickens
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are. inzaddition'to import:controls that have long been 'in .

pace on all dairy products under the Canadian. Dairy ,7,

Commission Act, and on imports of wheat, barley and oats, :

and their products, under the Canadian Wheat Board Act.

In addition, imports of beef have been controlled over

recent years. intermittently either by direct restrictionS‘

" or under bilateral agreements with exporting countries,

and as noted below, new legislation has reCently been

_adopted to provide a firmer basis for controls on beef

and veal 1mports.

.The imposition of these controls and prohibitions
on imports of food products do not involve any determi—'
nation of injury to domestic producers ar1s1ng from im-—
ports. There is nothing in any of the above legislation,
moreover, which calls for any measurement of the‘consumer
costs involved, or for account togbevtaken of_consumer;
interests. B ' ‘ |

1973 TARIFF REDUCTIONS

In 1973, as an anti=inflation measure, duties were

.reduced on over $l billion of imports on a. temporary

basis; these cuts were spread over a range of 1mports’
of interest to consumers but the list. excluded textiles,

garments . and footwear 6 . These temporary reductions were\

extended over subsequent years, and were finally ‘absorbed -
in the reductions that were agreed during the Tokyo Round,

GENERAL PREFERENTIAL TARIFF

- In 1974 the Customs Tariff was amended in order to

bring into effect the General Preferential Tariff (GPT).

This amendment reduced customs duties onva_Selected‘range

¢

6Budget Speech . by the Minister of Finance, February l9
1973
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of products when. 1mported from any of the developlng

countrles, . the GPT rates are generally two-thirds" of

-the appllcable MFN rate, or at the level of the Br1t1sh

Preferentlal rate, whlchever is lower, While these re--

ductions in customs dutles have produced some beneflts
o for Canadlan consumers, -these benefits have so far beenj”

quite llmlted Only a small proportlon of 1mports are
entitled to these lower rates; many traditional- 1mportsu
from developing countrles already entered free of. duty,;
and ‘products of prime interest to .consumers such as’

textiles, clothing and footwear have been excluded from

the list of products entitled to the. lower GPT rates.

.DUTIES ON FRUITS AND VEGETABLES’

In 1979, purSuant»to»an inquiry and. recommendations-s‘
by the Tariff Board, ~seasonal dutles on many fresh fruits -
and. vegetables were 1ncreased dur1ng peak marketlng
seasons in Canada, to give additional protectlon to
domestic producers at these tlmes- at the same tlme,;n
many of the same duties were reduced to zero durlng
other periods of the- year._ Dut1es were also increased .

on_many,processed frultsgand vegetables.7

TOKYO ROUND TARIFF: REDUCTIONS
On January 1, 1980 the tariff reductlons that
Canada had agreed to at the Tokyo Round were put 1nto

effect by Order in Councll, and these were approved by
Parliament in 1981. .The cuts will be made 1n!stages by
1987; by then, the average of Canadian duties on manu-
factured goods will. be reduced from 14- 15 per«cent'tor .

the 8-10 per cent range.s, However, few cuts_are being

7Department of Flnance Press Release, March 12, 1979;t

8GA’I"I‘ The Tokvyo. Round of Multilateral Trade Negotlatlons,A
Vol. 2 Geneva, January 1980. ° _ o
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-~made in the high Canadian duties on" textiles, clothing

and footwear, which are of great’ importance from ‘a con- -
sumer .perpective, and on which- customs duties will generally '
remain in the 20 per cent range; duties will remain over

lO per . cent for many other" consumer products.g; In

'general Canadian customs duties on manufactured goods.

'will remain somewhat higher than most. other countries

in the OECD group.-

:.PROPOSED SPECIAL IMPORT MEASURES ACT -

In 1980 the Government proposed the enactment of new:
legislation (the opeClal Import Measures ‘Act) which would,
in effeCt .amend and extend a good deal of eXisting trade
legislation and: enlarge the Government's authority to
restrict imports by the use of tariff and non-tariff ‘
measures.lo The proposed new legislation is now being

conSidered by a Parliamentary Committee.

‘The new legislation would prOVide quicker and-’
easier - procedures for investigations into the dumping
or subSidization of exports to Canada, It would permit -

- the GovernmentvtO»enter into arrangements with;exporters_

to raise the price of their shipments, or to limit_their
quantity, in. circumstances where dumping or subsidiZation
is believed to .occur, without any formal inquiry into
whether domestic: producers are being injured " The - ‘impo-
sition of countervailingpduties_would noilonger need - .
Cabinet approval, as at~present. TheAGoyernment's
authority to monitor “injurious“ importspWOuld be exten-
ded. The Government would be‘given greater authority'

to impose surtaxes, as an alternative. to import-quotas,-

9Appendix 1.

0Department of Finance, Proposals on Import Policy, July
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on- 1mports which are determlned to be causlng or threa-:'

tening injury to domestlc producers.' It would also be.

‘authorlzed to impose 1mport surcharges for balance -of--

' payments reasons for up to six months without approval

by Parliament. Further,,the proposed leglslatlon ‘would
give the Government addltlonal authorlty to 1mpose,v

tariff and non-tarlff measures as a’ means of retallatlon

agalnst other countries which lntroduce measures that
adversely affect Canadian exports of serv1ces or goods,

or that 1mpa1r Canadlan rlghts under GATT and other
trade agréements.

.There is nothing in the prOposed leglslatlon that
reflects any concern -about consumer 1nterests.4 There
are. no prov1slons for measuring- these 1nterests, or:
taking them into account in the process of uslng the

proposed new authorlty‘to ralse,barrlers to’ 1mports1

IRELAND AND SOUTH AFRICA

WITHDRAWAL OF BP TREATMENT FROM BRITAIN,- L

. In- 1981 the Customs Tariff mas amended in order to
withdraw long existing and'lower'British*Preferentiald;
rates of. duty on dutiable imports from Britain and V
Ireland. 11 As, from January 1, 1982 1mports from
Brltaln and Ireland are subject to hlgher MFN- rates of
duty, at the level these rates will reach when the cuts
agreed to by Canada durlng the Tokyo Round have been

1mplemented These 1ncreases 1n customs dutles on.

‘.Brltlsh and Irish products were 1mposed to retallate, ‘in
“effect, for new tarlff and other barrlers whlch these

countries placedron.Canadlan”exports-after they,jo;ned‘

the FEuropean Community in 1973. - Britain has been a

llBlll C~ 50 An Act to Amend the Customs Tarlff passed
‘by the House of ‘Commons , Aprll 14 1981 L
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 new “and. far~reach1ng authority. in certain defined cir-

in order-to retaliate:against countries which impose

tradltlonal source of 1mports of many consumer goods,
however, the 1ncreases 1n Canadian customs dutles on

its exports were 1mposed w1th no ev1dent cons1deratlon S
for.the_lmpact on Canadian consumers. '

Thls amendment also w1thdrew long standlng and
lower British: Preferentlal rates of duty .on imports from
South Afrlca, which are now dutiable at hlgher MFN rates.
Whlle the withdrawal of these preferences doubtless re-
flects opposltlon in Canada to South African apartheld
p011c1es, the h1gher tariffs raise consumer prlces for
South Afrlcan goods, notably sugar.

RETALIATORY SURTAXES |

‘The same amendment to the Customs Tariff prov1ded

cumstances for the Government to,lmpose 1mport.measures

barriers to Canadian exports and whichfimpairyCanadian7g
rights under GATT and other trade,agreements with.them.‘

In certain circumstances, the Government by Order.in

Council is now authorized to impose a retaliatory surtax
on 1mports from. an offendlng country which could amount
to one ~third of the value of the. 1mported goods. Any
such retallatory_lmport measures.would,lof course,\ln—

‘creases prices of the goods concerned for Canadian con-'

sumers. The new leglslatlon does not, however, call o
for any ' measurement of the. consumer costs 1nvolved or

for any account to be taken of consumer interests.

' JAPANESE AUTOMOBILES

In June l981 ‘the Mlnlster of Industry, Trade and
Commerce announced that the Japanese Government had agreed

to restrict exports of automobiles to Canada durlng:the__




year Aprll l 1981 to. March 3l l982 to a level ‘that rep-
resented a rollback of six per cent from the volume of’
exports durlng the previous twelve months.lzi Dlscusslons:
have taken place recently between the two Governments re-
garding an- extenslon of these Japanese controls on exportsn
‘to“Canada," accordlng to press reports, the Canadlan

Government is pres51ng Japan to reduce its exports to even.
lower levels.

VALUATION OF IMPORTS FOR DUTY
In August 1981 the Mlnlster of Flnance directed the
Tarlff Board to conduct .an inquiry and make recommenda-"

tions on'a new system: for valu;ng,lmports for‘duty pur- .
poses.ls' Such a new~system of valuation, to be ‘intro-
duced by Canada in;198$'pursuant,to'undertakings entered
into during«the Tokyo Round, could lead to a general . _
lowering.of?the,valuation_base,on which customs duties -
are levied. However, Canada has reserved its right to
increase the incidence of'customs'duties'in'order to .
compensate for any reductlons in protection resultlng
from the introduction of the new- system. ‘ ‘

CHANGES TO GPT TARIFF . .

An amendment to the Customs Tarlff (Blll C 90) .was
proposed in the Budget Speech of November 12, 1981, and ‘
is. now ‘under consideration in Parliament whlch will put

into effect several changes in Canada's GPT system.
These changes, on balance, could adversely affect con-
sumer interests. On the pos1t1ve slde, GPT rates will

‘be reduced to zero for goods entltled to these rates

when_lmported from,any of the group of."least developed.

2Department of Industry, Trade and Commerce, Press
Release, June 4, 1981.

13Department of Flnance Release, August 29, 1980
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countries"; GPT rates will. be'reduced for a few selected
products- and the" rules of orlgln governing goods enterlng
under GPT rates w1ll be llberallzed in certaln respects.

. However these gains could be overshadowed by the introduc-

tion of ‘a "tariff quota" system :which could be'. used to’
limit the quantltles of 1mports of partlcular products
under GPT rates where these compete with domestic pro—A
ducts; the imposition of such tariff quotas would re- .
quire prior recommendatlons by ‘the Tarlff Board, involving
an 1nqu1ry to determlne whether 1n3ury from the product
concerned is causing or threatenlng injury to domestlc
producers.‘ ' ‘ ’

FEDERAL SALES TAX ON.IMPORTS

In his Budget Speech of November 12 /1981, h L
Mlnlster of Finance also announced ‘several changes in ti
the tax system that,could s1gn1f1cantly‘1ncrease.the

incidence of customs duties on imports. He proposed
that‘the:federaljsales‘tax:on imported productsﬁshould_“
be=levied.on.the basis of their sale price to‘retailers,A
rather than ongtheir duty-paid-value, as in the past;
and he suggested'that'the cost of transportation of
1mports to their polnt of . entry into Canada mlght be
added to the prlce on which customs dutles are levied,
thus ;ncreaslng the amount of the dutles that_are_pa1d.l4

BEEF AND VEAL. TIMPORTS

In.1981-the'Meat‘ImportAAct'was adopted,:proViding
a stronger legislative”basis for  the. imposition of: re-
strictions on 1mports of  fresh and frozen. beef and veal
which were in place 1nterm1ttently durlng the 1970 Sy and

for,concludlng bllateral agreements w;th export;ng_m

14Budget Speech by the Mlnlster of Flnance November 12,

1981l.
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' countrles under whlch they limit the1r exports’ to Canada

to agreed quantJ.tJ.es.15 In. practlce, only the Unlted _
.States, Australla ‘and New -Zealand export fresh and’ frozen
meat to Canada; 1mports from all but a few exporting
countries are prohlblted under Canadian health regulatlons.
Imposltlon of such controls on 1mports of beef and veal
would not requlre any partlcular inquiry- into whether"
injury- to Canadlan producers.- was belng caused or

threatened by 1mports, nor any spec1al assessment of

- the consequences for consumers.

lsBill C~46, An Act to. Regulate the Importation into
Canada of Fresh, Chilled and Frozen Meat and to Amend
the Export and Import Permits Act; passed by the .
House of Commons, December 11, 1981
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CHAPTER 3

CUSTOMS TARIFF SYSTEM

7A.-‘THE'CUSTCMS TARIFF

The Customns. Tariffl is a separate statute that pro-.

' vides the basic authorlty for the Government to 1mpose

customs duties on 1mports,‘ An attached Schedule A sets ,
out the duties currently in effect, according to product..*
and'according to‘their'country of export. :The‘statute |
contains proVisions coVering such matters as the re- -
mission of duties for certain. products in specified -
c1rcumstances (Schedule B) and the imposition of speclal

countervailing duties and surtaxes_ln-speclfled clrcum-l

' stances; it provides for changes in customs duties in

spe01f1ed clrcumstances without further leglslatlve
authorlty and it contalns a list of goods that are pro—‘
hibited entry 1nto Canada (Schedule C)

STRUCTURE OF THE TARIFF

Schedule A contalns a llst of several thousand pro-l
ducts, divided into tWelve groups, set out 1n accordance
with the Canadlan Internatlonal Trade Class1f1catlon
(CITC) The dutles imposed on imports of these products
are shown in ad valorem or’ less often in spe01f1c terms,
in five columns whlch‘after some‘recent changes are now_
headed as follows: _ A o o

- British Preferential Tariff -

.= Most-Favoured-Nation Tariff

.~ General Tarlff ,

-~ General Preferentlal Tarlff

- U.K. _and_Ireland

lR“S C., 1970 Chap Cc- 4lf‘a."Departmental Consolldatlon"
with amendments to January 1, 1982, is- avallable ‘from -
Revenue Canada. o -

2For a. somewhat dated review of the Canadlan tarlff sys—
tem, see G.A. Elliott,; Tariff Procedures and Trade

- Barriers, University: oflToronto Press, 1955,
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: The rates under the General Tarlff are the hlghest

and those under the General Preferentlal Tarlff (GPT) are

" .the lowest.‘ The others are mostly in between. A number

of special rates are shown for certaln products, mostly
food- products, from. Australla and New Zealand, as agreed

under bllateral trade agreements._

GENERAL TARIFF R
The highest General Tarlff is now: appllcable only

to a very few countrles, 1nclud1ng East Germany, Saudl
Arabia, Oman, Libya, North Korea, and Albania. These
are‘countries with which Canada has no formal trade
agreement relatlonshlps W1th1n GATT or on a bilateral
basis. While dut1es under the General Tariff are thus .
relatively 1nslgn1flcant-1n trade terms, the.eonsumeruf.
interest should generally be in support:of arrangements
within which 1mports from these countrles could enter
under lower rates o duty.

MFN TARIFF | | |
..The.MFN Tariff appiies to the 1argest“part_of ,'.
Canada's.eXports,by far, and eovers-imports from coun-
tries other than‘thOSeAentitled to the lower and pre- ‘
ferential BP or GPT rates; it thus covers imports from.

Canada's. largest sources of .imports, including the

AUnited States,vthe European Community andnJapan{

- The MFN rates largely represent reductlons from the
hlgher General Tariff. rates that have been progre551ve1y
made in successive rounds of GATT tariff negotlatlons.
Many of these rates, moverover, are 'bound' against. in-
Ccrease . except through a dlfflcult process of inter- e
natlonal negotiations, under quite strict GATT rules;ol
and imports from all GATT members are entitled to these
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sent a- valuable safeguard for consumer 1nterests in

Canada.

- In 1981 the Government obtained" Parllamentary

.‘approval for the reductlon, retroactlve to January 1,

1980, of the tarlff reductlons that Canada had agreed E

~to as an outcome of the Tokyo Round. 31 Most of the
'reductlons affect the MFN Tariff. The agreed reductlons

'are ‘mostly belng made in stages, and will be fully .

implemented 1n 1987. As noted in Chapter 2 the average
of Canadian’ dutles in the manufactured sector will then
be in the 8-10. per cent range. However, - MFN duties w1ll

remaln at 20 per cent or above for a number of. products
.of prlme 1nterest to consumers, and many rates on con-

sumer type goods will remain in excess of 10 per cent;é

‘Canadlan duties for consumer goods are somewhat higher:

than those of most developed countrles. Moreover, the .
Canadian tariff structure, like that of many other

.countries will continue to 1ncorporate a pronounced ele-
'ment of escalatlon", whereby the rates of duties w1ll _
'1ncreasefin,proportion_to,the degree of manufacture of
~the product concerned}:'higher duties»WiliAcontinue to

be imposed.on the‘prQCessed and:finishedvforms”of-a S
product,than on the raw material from which they are

prooessed . This escalatlon in rates of duty can given a

~much. higher level of “effectlve protectlon" to a domestic

‘1ndustry than would be suggested by the nominal. rate’ of

duty on. the flnlshed product concerned.

A

3Blll C-50 was passed by the House of Commons on Aprll

14, 1981; the initial reductions had been already
,implemented by ‘an Order in Council, PC 1980-200.

4Appendix.1. -
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BRITISH PREFERENTIAL TARIFF

The' BP rates apply. generally to "Brltlsh" countrles

Aand terrltorles- the llSt is set out in Sectlon 3(2)
_of the Customs Tariff. However, from June 1980 the llSt

no longer includes Britain and Ireland follOW1ng thelr

accesslon in 1973 to the European,Communlty, nor South.
Africa. Pakistan has also been deleted.from'the list,

follow1ng its w1thdrawal from the Commonwealth durlng the
mid- l970's.

The BP rates are generally lower but not unlformly

lower than the MFN rates~ many are two—thlrds of the MFN

rate, some others are at the "free" level.. However,
Canada has no international commltments ‘that prevent it
from 1ncrea51ng BP rates, except for rates on certaln
1mports from Australla, New Zealand and the West Indles.

U.K. AND IRELAND TARIFF

The Government 1n 1980 1ncreased dutles from BP to

MFN levels on 1mports from Britain and Ireland in res—'

'ponse to increases in many of their dutles_on Canada' s

exports, following_their entry into the European Communi—
ty and their adoption of the EEC common external tariff.>
Whatever the merits of the Canadlan response in negotla—'
ting terms, to raise duties on 1mports from Brltaln and
Ireland represents self—lnfllcted increases in. 1mport '
prlces of many products of 1nterest to Canadlan con—»

sumers, and an overall increase in tariff protectlon for

Canadian producers of competlng goods. For example,

dutles on BrltlSh exports of chlnaware have been ralsed

5The w1thdrawal of BP duties from Brltaln and Ireland
was effected by Bill:C-50, approved by the House of .
Commons in April, 1981
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from zero to 11.3 per cent, and on sclssors and shears
from zero to 17.5 per cent.

' Slmllarly, the w1thdrawal of BP tarlff treatment for
South ‘Africa represents, from the consumer perspectlve,

a self~1nfllcted increase in the prlce of many 1mports

" from: that country lncludlng sugar whatever the justlf-

ication for this action by Canada in polltlcal terms.

GENERAL PREFERENTIAL TARIFF

The preferentlal GPT rates apply to v1rtually all
the developlng countrles that have this ‘status w1th1n

~the Unlted Natlons.‘ Sectlon 3.1 of the Customs Tarlff

governs ‘these GPT rates, and the countries entitled to
them are listed in an attached Schedule. ' The rates are.

generally but not always the lesser of the correspondlng

- BP rate or two- thirds of the MFN rate.: Not all. goods

are ellglble- the exclusions are set out - 1n Sectlon 3.2
and they include mostly goods of a consumer type: such

as most clothlng, textlles and footwear-” many temperate
zone food products; drugs, soaps and oils; and a mis-
cellaneous llSt of other consumer - goods.l‘

Canada .introduced these lower and preferential GPT
rates as part of a "Generalized System of Preferences"
that was worked out during the early 1970's in- UNCTAD

: and_GATT, whereby all ofpthe industrialized countrles:

extend roughly_comparable tariff preferences to deVelo—
ping countries. Unlike some other countrles, Canada so
far. has 1mposed.no quantltatlve llmltS on 1mports h
entering under’ the GPT tariff, and the. llSt of countr1es
entitled to GPT treatment by Canada is somewhat longer
than those of many other develoPed countrles.. On the |
other hand the GPT preferentlal marglns offered by

. 34



‘Canada have been somewhat’meager}vmoreover; like most _
other'deVeloped'countries; Canada excludes many productsﬂ
for which these countries are seeklng to develOp export
markets.‘ Until now only a small part of Canadian total
imports enter under GPT duties, but the lower GPT rates.
are applled to a range of. products of cons1derable
interest to consumers. - These come malnly from the more
advanced countrles in the group.6 '

Canada has no binding international commitments to-
.maintain~these-lower GPT duties for particular products
or particular:cOUntries. On the other hand, Canada is.
in a pos1t10n to broaden and further improve its GPT '
preferences at any time; indeed, Canada and other de-
veloped: countrles are be1ng pressed to do so by the.
developlng countrles in: GATT and UNCTAD. Improvements
in the GPT scheme would not only beneflt Canadlan con- .

sumers, but would also be cons1stent Wlth broader

- Canadian pollc1es,to assist developlng countries.

Severallimportant changesfin’Canada's GPT Tariff are
now under COnsideration In Parliament,,following.an.in-‘
quiry by the Tariff Board»under a»Reference sent to it in.‘
July 1980 by the Minister of. Finance;7‘ Bill C-90 is de-
signed to amend the Customs Tarlff so as to extent GPT
rates to a number of products that .are not. now. covered by :

them. These changes represent some gains from a con-

‘sumer perspective. : Another change, however, is less wel-

come; it would authorize the Government'to.introduce

6

For' a comparative study of Canada's GPT scheme see G.H.
Forrester and M.S. Islam, The Generalized System of Pre-.
ferences and. the Canadian General Preferential Tariff,
a background paper prepared for the Tariff. Board, 1979.:

7See Tarlff Board report tabled in the House of - Commons on
May 20, 1981, in response. to Refererice 158 relating to the
General Preferentlal Tariff, under letters from the ‘
Minister of Finance dated July 24, 1980 and August.1l, 1980.
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tariff quotas, le] that a hlgher MFN duty would apply
after a specified quantlty of a glven product has entered
under the lower:GPT duty.f A third change would be to re—-
duce to free the rate on goods covered by the GPT Tarlff

when these goods are 1mported from a des1gnated list of

"least developed"_.countrles.8 Whlle_thls change would_i
be a welcome encouragement‘to imports from the poorest
’group of countries, these“countries are generally not
large exporters to - Canada, and the overall effect would
not be 51gn1flcant 1n terms of Canadlan consumer
1nterests ' '

OTHER FEATURES OF THE TARIFF ' _ ‘
The rate of- duty for a partlcular import is con—"'
dlctloned by other features of the Customs Tarlff in

addition. to the orlgln of ‘the goods concerned..,The S

rates themselves, and any condltlons affectlng the

rates, have been determined .over ‘the years by a complex of
economic,. ‘political and geographlc forces, by pressures
from organlzed producer groups and, on occas1on, consumer
groups; by the results of 1nternatlonal negotlatlons'~

and for reasons of admlnlstratlve convenlence. Any. de—

talled analys1s of the rates of duty now prevalllng

" from a consumer perspectlve 1s beyond the scope  of this
. study. However, certain elements can, be 1dent1f1ed which

lie behind Dartlcular rates and whlch are s1gn1flcant
from a consumer perspectlve.

FORM OF. DUTY

Dutles may be expressed in ad valorem terms, or 1n '_

SpelelC terms, or a. mlxture of the two. Most are in

8'I‘hese proposed changes were explalned by the Mlnlster
of State (Finance) during the Second Reading of Blll

C-90 1n the Commons on February 10, 1982.
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ad valorem terms, thus hlghllghtlng the 1mportance of
valuatlon of. goods for customs . purposes. SpelelC dutles
are found mainly in the agrlcultural and textiles sec—
tors, often mlxed with ad valorem rates. From a consumer

perspective, specific duties are less‘des1rable, except

. during perlods of price inflation; they can be "re-

gresslve" in nature, since they have a greater 1mpact on
lower—prlced lines of a product, and will have a greater
impact when prlces fall, .In llne with international

trends, Canada is progre551vely convertlng many spec1f1c

duties to their ad valorem equlvalents, largely in the

context of negotlatlons durlng the Tokyo Round.

Ad valorem dutles can also be 1mposed w1th regres—'
s1ve effects, for example, ‘when an item is cla551f1ed in
such_a wayrthat the rate of duty is higher for lower
priced lines of a product than for higher priced lines.

VARTABLE DUTIES

.- Canadian dutles on many frults and . vegetables are
de51gned to prov1de protection to domestlc producers
during the peak grow1ng and marketlng seasons against
competltlon from imported products, espec1ally from- the»
United States. These often combine both ad valorem and
specifictduties, the latter deSignedpto give additional
protection against low priced imports. These duties are
in effect for varylng perlods of the. year,‘as determlned
within Speclfled limits by the Department of Natlonal

Revenue, and may be applled at dlfferent times in dif-
ferent regions of Canada. ' '

DUTY FREE GOODS - | ,
. Many goods used by.Canadian producers as inputs into
their operatinns are free.of duty, for the purpose of.
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reducing costs of production 1n Canadlan 1ndustry, agri-
culture and other sectors. Far fewer consumer- type goods
are- duty free. However, tariffs are. at the level of free
or at very low rates for a range of troplcal food pro-
ducts not produced in Canada such as tea, coffee, rlce,
bananas and oranges, from most if not all sources. .

Other duty free (or exempt) imports include crude pe~»'

- troleum (but not refined products), anthues, handlcrafts,
gifts from abroad up to a certain value, and goodsvbrought
in by_returning travellers‘or returning residents up to

~ certain amounts and under specified_conditions.

DRAWBACKS AND - SIMILAR FEATURES

~Canada's tarlff structure contalns other features

.that are deSLgned to reduce the cost to domestlc pro-'
ducers of 1mported materials, machlnery and other in-
puts. Schedule B lists goods of this kind which are
eligible for "drawbacks" or relmbursement of duties, up
to 100 per cent Many,1nd1v1dual tar;ff,ltemsvfeature

an . end use" element,:permitting free'entry or.entry
under low duties of: such goods as machlnery, materlals“f
and tools when used for spec1f1ed purposes, or under
specified condltlons. Agrlcultural 1mp1ements,_for

- example, have been free of duty for many years. As a

. - ) N - ; _ . .

result of the Canada-U.S. Automotlve Agreement, pro-
ducers‘of‘automotine'products (but\not»individual con-
sumers)_may import vehicles and original parts free of.
duty, provided they meet certain conditions in their
manufacturing and sales. Much‘equipment’used.for com-
mercial fishing is free of ‘duty. These features of the
tariff are of indirect 1nterest to’ consumers, to the.
extent they lead to. lower prices for the final products
of‘Canadlan_lndustry, agrlculturetand other sectorspof
production, o | ‘
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GOODS: "NOT MADE IN CANADA"

Of similar interest is a long standing feature of
the Canadian tariff whereby ‘imports deemed to be of a .

class or kind not made or produced in Canada may be entered

free of duty or at lower rates than a similar product

deemed to be made in Canada. Thls provision is in Sec-
tion 6 of the Customs ‘Tariff: traditionaliy, a product
is deemed to . be "made in Canada" if 10 per cent or more

~of normal consumption is available from domestic sources.

Again, this feature of the tariff is malnly of 1nterest

to producers, but is of indirect interest from a con-

sumer perspective.

TARIFF CLASSIFICATIONS

From a consumer perspectlve, the way -in which an ltem

is classified or defined in the,tar;ff~can have con-

. siderable.significance. For example, certain tariffs

especially‘in_the food_sector are brokenfdown<so as to
.impose higher dutiesﬁon*a product'when-it is packaged
in consumer-size quantities thendwhen imported in larger
quantitieslfor the ‘wholesale trade. ‘Such tariffs, more-

over, often'include the container in the weight‘of the

product for duty purposes, thus- further 1ncreas1ng the
'1nc1dence of the duty on the consumer size import.

:Also, in negotiations with other countries, items

may be reclassified‘and more_narrowly defined SO that'a_A.
reduction in duty will. apply only to the specific item
of interest to the negotlatlng partner and leave 1ntact

a hlgher rate on the same or a similar product from

other countries. Such-"speclal;zatlon .of the tariff
can. take many forms (size,-Weight,‘colour, value, etc.),

and can have disguised.protective'effects as well as

.increaSing_the'complexity of thegtariff‘fOr-importers
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and consumers.

Canada is llkely to undertake in the near future a

major overhaul of its. tarlff classification system to’ br1ng

it closer into line Wlth a revised international system
within the Customs Cooperation Council in Brussels."This
exer01se, and any consequentlal adjustments 1n the rate

structure, would be of great 1mportance from a consumer ,
perspectlve. o

APROHIBITED GOODS

Schedule C of the Customs Tarlff sets out a list. of

A"prohlblted goods" Some prohlbltlons are 1ncluded for
’ev1dent soc1al env1ronmental and 51m11ar purposes.

Others, . however, are 1ncluded for protectlonlst purposes,'
such as. the prohlbltlons on 1mports of margarlne, and on-

most ‘used or.second hand motor: vehlcles_and arrcraft.

COUNTERVAILING DUTIES

A counterValllng duty is an addltlonal duty, over'

'and above the normal customs duty, that may be imposed. by%

‘an 1mport1ng country to offset a sub51dy g1ven by the

government of a forelgn country to a producer or expor-.

- ter. ‘Subsidies can take Varlous forms (flnan01a1 grants,

loans on concesslonal terms, spe01al tax advantages,
etc. ), -and they are glven by governments for a varlety
of economlc, social and polltlcal reasons.. Subs1d1es

can have. slgnlflcant effects on . 1nternat10nal trade,

~and- their use appears to have 1ncreased 1n‘recent years.

h Consumers in 1mport1ng countries can galn beneflts
from- sub51d1es paid to producers and exporters in forelgn,
countries, 1n the form of lower. prlces for 1mported pro—ﬂ.
ducts. Producers of 51m11ar goods in. the 1mport1ng
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country,'however,‘commonly proteSt that subsidized imports

. represent unfalr“ competition, and press. their governments
~to 1mpose offsettlng countervalllng dutles, so as to raise

the prlce of subsidized 1mports.

The use of countervailing duties by Canada has for
many years been authorized under Section 7 of the Customs.

Tariff, but Regulations for their«nse were issued only

in 1977 (P.C. 1977-838, March 24, 1977). Such duties may -

only be imposed on gOods "of a class or kind made or pro-

‘duced  in Canada"} they are to be."equal to_the_amoﬁnt of

the subsidy", assdetermined by*the_Minister of National
Revenue. ‘ '

The use of. countervalllng duties by Canada is con-.

Vstralned by,lnternatlonal~comm1tments, notably by Artlcle_

VI of the General Agreement on Tariffs and Trade, and by
a supplementaryvAgreement on Subsidies and Countervailing
Measures that. was concluded durlng ‘the: Tokyo Round and .~

Aaccepted by Canada.lo. One of the malndGATT.constraints,‘

from a consumer perspectlve, is that countervalllng duties
may only be imposed when 1t has been demonstrated that
imports benefitting from.forelgn subs;dles are cau81ng or
threatening."material-injury" to an established industry
or retarding "materlally" the establlshment of a new |
industry. - ‘

Briefly, under existing legislation and practices,.‘
the 1mpos1t10n of a countervalllng duty by the Canadlan
Government would. requ1re- ‘

lOThe full title is the Agreement on. Interpretatlon and
Appllcatlon of Articles VI, XVI and XXIII of the General
Agreement on Tariffs and Trade, the text is in GATT,

. Basic Instruments and Selected. Documents,. 26th
Supplement, Geneva, 1980, '
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.- a determination‘by the Department of National
Revenue that an'imported'product has beén subsidized,
and a calculation of the amount of the subsidy.
- a request by the Governor in Council to the Anti-
" dumping Tribunal: to investigate whether the subsi-
dized import is causing of'threatening injury-to'a
domestic producer. L t ' o ©
~ a detelmlnatlon by the Ant1~dump1ng Trlbunal that
injury is berng«caused or threatened.
~ a decision by the Governor in Council, on the
adv1ce of the Ministers of Natlonal 'Revenue and
”Flnance, that a countervailing duty should be~-
1mposed 11 '

, It is ev1dent that Cablnet has full control over
the use of countervalllng duties.’ “This control. reflects
in part the con51deratlon that serious disputes between
governments can eas1ly arise from the use of counter—
valllng.dutles.by one to_offset the subs;dlzatlon by |
another of production or exports.d'

Canada has made- llttle use to. date of Countervalllng
dutles. However, the threat of their use prov1ded a
basis for persuading. several exportersnof baler twine
and several European‘exporters of oheese to increase the
prices of their shipments to Canada. . Further, the_z
recently proposed changes to Canadian 1mport legislation, h
which are discussed separately in thlS study, ‘would en-
large. the p0551b111t1es for the use by Canada of counter-
Valllng:dutles.» ‘

llSee Revenue Canada pamphlet Canada S Countervalllng
Duty Leglslatlon.- : _
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TARIFF SURTAXES -

' For some years, the Customs Tarlff under Sectlon 8
has prov1ded authorlty for the Government to 1mpose sur-

taxes on imports, over and above normal’ customs dutles, in

' two c1rcumstances-

(a) in retallatlon against a country that treats
Canadlan exports less favourably than_those of
other countries- where the import into Canada con—
cherned is duty free, the surtax is limited to one-
_thlrd of its value. _ ‘ o
(b) against 1mports.causing or*threatening damage
to Canadian producers of like or directly‘competi~
tive products, in an amount consldered by the
Governor in . Council: sufflclent to prevent such in=
“jury, in thlS case-an extension of the surcharge -

'beyond 180 days requires Parllamentary approval

- As of Aprll 1981 - Section. 8 was. amended by Blll
C-50 to give the Government further authority to impose -
retaliatory surtaxes. These may now be . imposed on goods

from another country if that country has.introduced

. barriers to Canadian exports which impair "tariff or.

trade concessions previously extended“to Canada..;and
has not made equivalent new- concess1ons 1n respect of -
1mports from Canada".

This,extensive'authority to impbse surtaxeseon
Canadian'importS'has not in practice been greatlqused
by the Government, at least in recent years. However,
the "Proposals on Import Pollcy" 1ssued in July 1980 by
the. Department of Finance, recommends an enlargement of
the Government's authorlty to use ‘surtaxes, and a

broadening of the clrcumstances in Wthh surtaxes may "be

1mposed.

43



A

S EN EBR SN BN GE NN W N S

CHANGING THE CUSTOMS TARIFF

Because of its nature, the Customs TarifffhaS'been
subject_to frequentvamendment, both.with respect to itsl.
general.proviSions and especially to'the structure and ;ff
‘1n01dence of the rates of duty. Most of the changes 1nf
duties in recent years have resulted from successive
rounds of tariff negotlatlons under GATT, espe01a11y
the 1963-67 Kennedy Round and the 1973~ 79.Tokyo Round
In this regard, the Customs Tariff gives the Government
greater authority to reduce tariffs than to ra1se them.

Section 11 prov1des that w1thout time limit or constralnts,

the Government in Coun01l "may by order in council make

such reductlons of dutles on goods 1mported 1nto Canada. ..

as may be deemed reasonable" by way of compensatlon for

concessions granted by other countrles in negotlatlons."

_In practice, however, the Government has submitted to,‘

Parllament for approval any s1gn1flcant reductlons re—:
sultlng from international negotlatlons, Blll Cc- 50, for-
example, 1ncluded the reductlons in dutles resultlng
from the Tokyo Round.

This authority under Section 11 can also be used

'to compensate other countries for new barriers raised

by Canada to their exports. For example, in 1981
temporary reductlons of dutles were 1ntroduced bv
Order—ln Council PC 1981~ 1382 of May 18 on certain goods
imported from the European Communlty, as compensation
for the adverse effects on the Communlty s exports of

footwear to Canada as a result of 1mport quotas.

. The Customs Tariff gives. the*Government authority
to reduce tariffs in a variety of other 01rcumstances ‘
as well. The prov1510ns of Section 16, 1n th1s regard

are of potentlal»lmportance from-a»oonsumer perspective.’
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Under this Section, the Governor -in CounCil'is authorized
to initiate inquiries'through the courts:into combinations
‘in restraint of trade among manufacturings or dealers. "at
the expense of the consumers" of any article; and 1f a
combination is found by ‘the court to exist "the Governor
in Council may admit the article free of duty or: reduce
the duty thereon as to give to -the publlC the beneflts of -
reasonable competition in the article..." This authority
has. not been used by the Government, :at least in recent7“

yvears, but 1t would -appear open ‘to consumer groups to

- make proposals for its use where combinations in restraint

of‘competition are believed to exist.

The authority of the Governmentdunder‘the Customs
Tariff to increase customs duties is much more limited.
In general, rates of duty. on particular products can
only be. increased With the. approval of Parliament. It-is
true that the Governor in Council is, authorized by ..

. Section 4 (1) to_Withdraw MFN tariff treatment, in whole

or in part, from any country to ‘which it:has been exten- -
ded, thus subjecting itsjexportsgto the higher General
rates; and,similarly,:the Governor in Council can with-
draw BP treatment from. any "British country", thus sub-
jecting its exports to the higher MFN or even the General
Tariff rates. However, any such changes,in tariff
treatment must be approved by Parliament within 180 days;
otherWise,the former tariff treatment is restored. Thus,

the Government obtained Parliamentaryfapproval,.in Bill

C-50, for raising duties on British, Irish and South
" African imports from BP to MFanevels.

As noted earlier,. a further obstaCle‘exists to

raising customs duties under the MEN Tariff, or denying

lMFN tariff treatment to countries entitled to
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such treatment. These obstacles arise from Canada's inter-
national»commitmentsfunder GATT, or under certain bilateral

agreements. These international commitments thus stand

'in the way of unilateral_increases in MFN duties that
- could seriously affect the'interests of Canadian-con-
- sumers. ‘ | -

The Government has far greater flex1b111ty, both
under the Customs Tarlff and under ‘its international
obligations, to withdraw the GPT rates in whole or in
part from the developing countries now enjoying‘them,’in-
which case either the BP rate would apply (for imports .
from "British countries"), or the MFN rate would apply.

The - Government is not, however, authorlzedpto.change

'GPT duties on partlcular products‘either upwards‘or

downwards-'such changes requlre Fformal amendments to
the Customs Tariff, ‘

From the above; it is evident that Cabinet exercises
almost_complete control over .any ohanges in the Canadian
tariff, although the practice'ofVSubmitting any signifi-
cant changes for Parllamentary approval opens the way
for debate over such changes 'in Parliament and its.-com=-
mittees. Where major changes are_proposed, the Govern-

ment may also invite a broader expression of views,. as

" has been done in the' case of the far-reaching "Proposals

on- Import Policy", issued by the Department of‘Flnance

in July 1980. These-proposals have been the subject'of
public hearings by a Snb—committee of thepHouse~Commit—
tee on Finance, Trade and Economic Affairs. Such hearings
present opportunities for consumer groups and allled _
1nterest groups to express their views. Ultlmately, how-
ever, any important decisions with respect to Canada' s
tariff-System-are taken by the Cabinet and can~be'brought
intozforcehby the Government's majority in.the'House,of'
Commons . ' - |
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B. THE CUSTOMS ACT

The Customs Actlz contalns a body of general statutory

,prov1s1ons controlling the 1mportatlon ‘of goods into .
' Canada, and also an array of prOVlSlonS concerned w1th the
- administration and enforcement of the Customs Tarlff

'Under the Customs Act there ex1sts in addltlon a large

body of regulatlons, Orders in Council and guldance to
customs officers and the public; the latter form a "D"
series of memoranda 1ssued by Revenue Canada.ls_ A pro-
nounced feature of the~Cusunm5Act is the degree of
authority and dlscretlon.thatyls glven touthe Minister of

National Revenue and hiS'Department*for the administration.

of the. tarlff system.. Dec1s1ons on tariff matters taken

ihternally by Revenue Canada can have a s1gn1f1cant impact

- on the actual amount of customs dutles that are pald on

imported goods. Rullngs by Revenue Canada on the valua-

-tion of goods for: customs purposes, for example, c¢an in-

crease the amount of ‘the duty on an. 1mported product well
above the level of the duty set. out in the schedules ‘to
the Customs Tariff. - From a consumer;persPectlve, there-'
fore, attention should be given not onlyetO'the.pro-»~

visions of this legislation and changes that are made from

time to time, but also the manner in which it is admini-

stered.

Under the Customs Act, customs officers carry res—l
pon51b111t1es not only. for the administration and en-
forcement of the Customs Tariff, but also for the entry

of: goods into Canada under several other statutes in

which there are 1mportant ‘consumer 1nterests, such as the

Export and Import Permlts Act and the Food and Drug Act.

R.S.C., 1970. Chap. C-40; an“offlce consolidation of
the Customs Act, updated to April 1980 is avallable

from Supply and Services Canada.

13Revenue Canada, Customs and Exclse, Memoranda D l 55.
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VALUATION FOR DUTY

'From a consumer perspective, the provisions of the
Customs Act governing the valuation of“imports for duty
purposes are of the greateét interest. ‘Since most Canadian
dutles ‘are expressed in ad valorem‘terms, the value es—-
tablished for duty purposes directly affects the»actual ,
amount of the duty: the higher the valuation placed on.
an imported article, the higher the amount of duty that must -
be paid. The consequences of increasing values for-dutyl'
are more severe for imports. carrying relatively'hiéh
rates of duty; and as noted. elsewhere, ad valorem rates
remain high for many products of spe01al interest to con-
sumers. While most imports are,'ln effect dutlable at
their 1nv01ce values, the Customs Act permlts alterna—“
tive methods of calculating the value of goods for duty .
purposes; and it gives the Minister of Natlonal Revenue
and ‘his Department con31derable dlscretlon in this re- o
gard. Over the years, this dlscretlonary authorlty has
been used many times to glve addltlonal protectlon to

,domestlc producers by ralslng the value of 1mported pro—;

ducts, including many consumer type products, and thus
raising the»prlce at whlch they are sold to consumers in
Canada. - '

The provisionslgoverning the. Valuation of goods for

'duty purposes are set out in Sectlon 35 to 44 of
“the Customs: Act.
as'fOIIOWS.f

14 Thesepprov151ons_may be summarlzed

FAIR MARKET - VALUE

Section. 36 sets out the main rule for valu1ng goods

for duty, under which most- 1mports enter Canada. This

rule, in brlef, 1s_that the value.for duty 1s equal,to

llh useful gulde to the Canadian system was 1ssued in- 1977

- by Revenue Canada, Customs and Excise in a pamphlet
titled value for Duty..
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the "falr market value" in the country of export of a
"like" product sold at the ‘same. time and in the: place from
which the product was shlpped to -Canada, and sold to a
purchaser in that place in an “arm’s_length"'transaction_
at the sameé level of trade as the Canadian importer.

The price at which. goods are. sold. under‘comparable
conditions in exportlng countrles 1s often hlgher than
the prlce at which the same goods are offered "for ex-
port". ‘The Canadlan fair market valuatlon system is de-.
signed to prevent sales at such lower export prices into.
Canada, by_lncreaslngvthe-value for‘duty to equal the .
domestic price in the exportinglcountry. Thus the fair
market value‘system.operates generally'to add an. ele- |
ment of protection to Canadian producers of like products,
and to deny customers the beneflts of lower: export prlces

at which foreign goods might otherw1se be”avallable.

COST OF. PRODUCTION . . o A
jSection 37 of the Customs Act‘provldes that where
no_"like? goods are sold in‘the'countryiof export but
"similar" goods are sold, the valuegfor duty of_theﬂ ,
imported product shall be established on. the basis of its
cost of production'plus an-additional -amount equivalent
to the gross. prOflt on sales of "slmllar" goods by pro-
ducers in the exportlng country._ Th1s cost of" produc—-

tion formula is sometimes used as. a basis for the cal=~.
culation of duties on products manufactured in state—
trading countrles, where domestic market sltuatlons may
not. prov1de a practlcal ba51s for establlshlng the "fair
market value“ of the product. It is often dlfflCUlt
however,.to assemble the 1nformatlon needed to . establlsh“
value for duty on- the ba51s of cost of productlon.7




ARBITRARY DETERMINATION <

Section 40 represents a form of pressure on exporters

to cooperate in providing information to ‘Revenue Canada to

~permit the determination of the value for duty of 1mpor7
"ted products under Sections 36 and 37. Section 40 states

that "where sufficient information has not been furnished

. or is not available", Revenue Canada may itself determine

the manner in which value for'duty is established; A‘
Revenue Canada directive issued in 1979 states'that‘fi _
"where sufficient information has not been furnished to
enable the determlnatlon of cost of. productlon gross
proflt or fair market value under Sections 36 or 37, “the
fair market . value of the imported goods: shall be, unless
otherwise prescribed, determined on the basis of the
selling prlce to the purchaser in. Canada, f.o. b. port of
embarkation, plus an advance of fifty per cent". 15

MINISTERIAL PRESCRIPTION , _
Section 39 of the Customs Act provides a further
method for valuation which is of substantial interest

from a consumer perSpective‘ ~This section permits in
certain circumstances the-establishment;ofvvalue-for duty
by "Ministerial prescription". valuation of imports by
Ministerial prescription has been used for a variety of.
goods in~the'consumer sector;fits use 1is not limited
to imports from state-trading countries in Eastern -
Europe and certain "low‘cost" exporting countries in
eastern Asia; footwear imports from Italy, Spaln and
Brazil have also been valued for duty purposes at levels,
established by Ministerial prescrlptlon.

This system of.valuation_has‘a long and controversial

15Revenue Canada Memorandum D34 63 January 18, l979}»

underllne added
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history in Canadian tariff 'policy.l-6 It was used at an
earller perlod to establish marglns for the purpose of
1mpos1ng anti-dumping dutles, ndeed 1ts ‘current use. has
an effect similar to the use of antl—dumplng duties. _
However, there 1s an important dlfference in the procedures.
for the use of the two 1nstruments._ Antl—dumplng duties
can be imposed, since 1968 only 1f.1t is determlned by
the Anti- dumplng Tribunal that the 1mports concerned are
causing "material injury" to Canadian. producers;-no such
injury‘determination is required”for‘the establishment

of hlgher values for duty by Mlnlsterlal prescrlptlon.-
under Sectlon 39.

Under Section 39(a) of'the*Customs Act, the Minister ’

- of Revenue Canada may prescribe. the value for. duty of ‘an

imported product when he cons1ders that it "cannot be
determined under Sectlons 36 or. 37 for the reason that
llke or s1mllar goods are not sold in. the country of"
export or are not sold in such country in the. ‘circum- .

,stances descrlbed in. these sectlons Section 39(a)

valuatlons are commonly made on. the bas1s of a comparlson
with the fair market value of a.like product when impor-
ted from a th1rd.country,vthe selection of thlS,thlrd
country for comparlson, however, is at the discretion
of Revenue Canada. ' | ’

- A Revenue Candda guide states that third countries
chosen for comparisons for. Section 39 (a) valuationS'are-f
normally "nearby free economles that export to Canada 1n

h commerc1al quantltles" : However, the United States was"
- selected for a Section 39 (a) valuatlon of leather foot-.

wear 1n 1981 from four eastern European countrles%j.

16qee, for example' G.A. Elliott"Tariff Procedures and -

Trade Barrlers, Un1vers1ty of Toronto Press, 1955 - pp.
212-215. S . _ »

Revenue Canada, Interlm Memorandum D34 -38, July 6 1981;
- 51 - .
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‘and'the_United States was also chosen for a 39(a) valu-

"ation of bicYcles’in‘lQ78'from-three east‘European coun-

tires.lg- Because U.S. prices of. footwear and bicycles

are reiatively high ‘the chOice of the United States for -

~third country comparisons, have the effect of substantially

increasing the valuation of footwear and biCycles from

.the‘exporting countries concerned, andihence their

selling- price in’Canada.' A more recent example of the
application of Section 39(a) was the revaluation‘in
October 1981 of Lada - vehicles from the USSR to corre5p0nd
to the value of Toyota Corollas imported from Japan; as
reported_in the press, this.action was translated into
a $130—$150 price increase;of Ladas at the retail level.19
An alternative method of valuing imports by MlnlS—k

terial prescription is. prov1ded by Section 39(d). Under

' this provision the Minister may prescribe the value for -

duty when he "is of the opinion that by reason of unusual

circumstances the. application onSections.36 and 37 is

imp_ractical-“.20

Section 39(d) has been used on numerous occaSions in

the past several years to. increase valuations ‘of footwear, .

‘ - clothing and other consumer-—type products from various

countries, mainly "low cost" countries.i A notable recent

example was the decision in March lQ78‘that‘all Brazilian

footwear would be valued "on the basis of the selling

price to the purchaser in Canada, f.o.b. port of embar-

kation, plus an advance of 50 per cent“.21> Thehamount

i8

Revenue Canada, Memorandum D34-55, April 24, 1978.
19 ‘

Ottawa Citizen, October 23, 1981.
Underline added. ‘ '_“ '
Revenue Canada, Memorandum D34 56 April 27 1978:>

.52



‘of the advances of values resultlng from valuatlons under
Sectlon 39(d) has varied- conslderably Recent prescrlbed
advances have ranged from 5 to 50 per. ‘cent.

A review of recent Revenue Canada memoranda 1nd1cates

that Mlnlsterlal prescrlptlons under Sections (a) and

(d) to establish value for duty have been used\on over 20 .

occasions since 1976. The products.invoIVed have mostly
beenvclothing and footwear} but have included as well
b1cycles, colour television sets,'crystal tableware,
alarm clocks, wood stoves and motor vehicles. The exporh
tlng-countrles involved have been,mostly in easterniAsia_
(Japan Taiwan, Korea, Hong Kong,'Singapore and China) or
eastern Europe (Poland Czechoslovakla, Romanla, Hungary,
East Germany and the USSR) ; however, the llst.also in-

cludes Italy, Spain and Bra21l

Higher values for duty are often'"prescribed"'for a
product that is already subject to quantltatlve 1mport
controls, and already subject to anti-dumping dutles, on
top: of normal customs dutles- rulings on handbags from

Korea prov1de an example of such "double jeopardy"
barrlers. ' o ‘

The list of products affected by Section 39 valua-
tions. may soon be further extended.. Revenue Canada re- .
cently issued a notlflcatlon that "major value for duty

reviews" were in progress or were to be undertaken with

respect to nine products, a number of which are of_prlme.
interest to consumers, including automobiles from the

" United Kingdom, France, Germany, Italy, Swedenwand;Japan;jv

pianos from,Japan and Korea; tufted:carpetshfromdthe
United States; and hammers:and,wrenches;from;Japan,'
Taiwan and the United States. Interested partles:wishing
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- vited to do,so by writing to Revenue Canada.

.thus be precluded by the new agreement.

to submlt 1nformatlon concernlng these reviews were in-
22

It is ofiinterest, from'aiconsumerfperspective, that -
there is no appeal from valuations prescribed by the

~Minister of Revenue Canada under Section 39, except on

matters of law. At anzearlier:periodhappealspto the

Tariff Board from similar rulings were permitted.

PLANNED CHANGES IN VALUATION SYSTEM

- The Canadian system for the valuatlon of goods on

the ba51s of fair market value, cost of production, -

arbltrarlly assigned values, or by Ministerial prescrlp—

_tlon‘dlffers in varlous:respects from the systems used .

by moSt other countries.. Moreover, the canadian system

of valuation has long been: regarded ‘as inconsistent w1th
the GATT rules. Article VII: 2(a) requlres that values
"should be based on the actual value of the 1mported

merchandlse", and that values should not be’ based on .
arbltrary or - flCtlthUS values"--

One - 1mportant outcome of the Tokyo Round was a new
agreement among the 1ndustr1allzed countrles to adopt a
common - system- of customs valuatlon,23'AUnder the new
GATT rules, goods are to be valued»for‘eustoms:purposes
on the:basis of their."transaction price".. Valuations'
under‘the'Canadian system based on fair marketrvalue,.

cost of production~and-by»Ministeriallprescription would-
24

22
23

Revenue Canada, Memorandum D34~ lOO, October 1, 1981,

Agreement on the Implementatlon of Article VII of the
General Agreement on Tariffs and Trade; the text is in
GATT,. Basic Instruments. and Selected Documents, Twenty-
SlXth Supplement Geneva, 1981,

See R. de C. Grey,‘Trade Pollcy in the l980's, C. D Howe,
l981 Chapter 5. :

24
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The adoptlon by Canada of the new GATT agreement w1ll
1nvolve far-reachlng changes in the ex1st1ng Canadlan sys—"
tem, and a,consequentlal'reductlon in the overall pro—
tectlvefelementjin the existing system. The  changeover
should-be”generallyubeneficial‘from a consumerfinterest
perspective. ' ' '

The Canadian Government s1gned the new GATT agree— N
ment in 1979, however, with two quallflcatlons. One per-
mitted ‘Canada to_delaywlmplementlng the new rules'for a
period of four years until'lQSS to allow addltlonal tlme
to adjust the Canadian system.~ The second reserved
Canada's rlght to negotiate upward adjustments in its
ad valorem tariff in order to compensate for loss of
protectlon to domestlc producers as a consequence of -

: changlng to the new system.

The Tarlff Board ‘was dlrected by the Mlnlster of -
Finance in a letter dated August 29, 1980 to cons1der ,
the two matters in. connectlon w1th the change to the new
GATT system~ . ' L :

-.(l) whether draft leglslatlon whlch was submltted

‘for consideration by,the Board "could provide a . -

"suitable basis for valuing Canadian imports in

" accordance w1th the agreement"{ and - .
(2) the 1mpact that 1mplementatlon of such legls-
:latlon.would,have onltarrff protectlon.zs.:

~ The Board's report on the first phase of the
reference was submitted in March, 1981.%6 Its report,on

24

Reference No 159 from the Mlnlster of Flnance to. the
Chalrman of the Tarlff Board, August 1981.

A report by the Tariff Board; Reference 159; "The GATT

Agreement on Customs Valuatlon, Part 1; Proposed amend-
ments to the Customs Act", Supply and’ Serv1ces Canada,

1981. 'This report contalns a useful analys1s of 1ssues
related to Canadlan value for duty prov1s1ons."
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the second phase is expected by Jﬁly,>1982.

The Board in its first report26 recommended that
administrative guideiines,_to}be developed by National -
Revenue, "should contain specific rﬁles for the valuation:
of goods from state controlled or non—market economles"

It also noted that opportunltles would continue for the
use of anti-~ dumplng measures or emergency import -
measures under the proposed Spec1a1 Import Measures Act-f
and that such measures could continue to use Ministerial

prescriptions as a basis for valuation, where appropriate.

- From a consumerrperspective, the Board's second
report will be of spec1al 1nterest ThevBOard_was\
directed, among other things, to submit its views on
"whether or not a tariff rate_adjustment would be the
most appropriate or feasible means of providing«the pro-.
tectioh'now accorded by'the use of Ministerial prescrip-
tions as. a basis for.valuation"} moreover, the Board was.. -
directed by the Minister "to consider whether some of
the problems which the currenthvalﬁation system‘seeks_to
address might better be dealt with under.other'instruf_
ments of import policy, including those discussed in
the recently published: dlscus51on paper on Import

Pollcy" 27

It is to be hoped that consuner views and 1nterests
will be taken 1nto account by the Board in the prepara=-
tion of its second report and recommendatlons.. From. a.

consumer perspectlve, it would be des1rable to av01d or

26Release from the Office of the Mlnlster of State for
Flnance, December 21, 1981. :

The text of the Mlnlster S letter to the Chairman of
“the Tarlff Board is contalned in. the Board's first .~
‘ report. :
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minimize any increases .in tariff rates to compensate for

any reduction in overall protection resulting from the

- change to the new GATT system, Proposals_for increases

are likely to affect sectors of special interest to con-_

sumers, -where duties arevalready high.

57




| CHAPTER 4

THE TARIFF BOARD: LEGISLATION AND OPERATIONS

'A. THE TARIFF BOARD ACT S

The Tarlff Board Actl has a long history in Canada's
trade. policy, datlng back - to the late 1920's." Its pro~A
visions and the operations of the Tarlff Board under 1t
are of substantial interest from the perspectlve of-
consumer interests.  The Tariff Board is an 1ndependent
tribunal and "court of record", composed of seven members
appointed by the Governor in Councll

The Act gives the Board two major functions. One
is'to_adjudicate appeals to it from rulings with respect
to customs and excise matters that have been made by
Revenue Canada. The Board's second main function is of
more direct interest from a. consumer perspective. This
function, as set out in Section~4(2)~of the Act, ‘is to
serve as a board of 1nqu1ry into matters relating to the
Canadian tariff, at the request of the Mlnlster of

"Finance. ..

INQUIRIES UNDER SECTION 4(2) .
Section 4(2) of the Act reads as follows-

. The Board shall make inquiry into any [other] matter, -
upon which the Minister desires information, in re-
lation to any goods. that, if brought into Canada or-
produced in Canada, are subject to or exempt from -
duties of customs or excise, and shall report to

- the Mlnlster, ‘and the inquiry into any such. matter
may include inquiry as to the effect that an in-
crease Or decrease of the existing rate- of duty upon
a given commodity might have upon 1ndustry or trade,
and the extent to which the consumer is protected
from exp101tatlon. :

lR.'s.c.'1970_, Chap. T-1.
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Thus the Board has been authorlzed in cenductings
1ts 1nqu1r1ee, to take consumer 1nterests into -account,
.although its mandate-ln this :espect,1s perm1551ve,rather
than'mandatory& Consumer interests would be bettef pro?

- tected if the Act made it mandatory for the Board -to take
consumer interests into aeCQunt,~and-also obliged'the"
Board to preeent an evaluation of the-expected impact.on
conSumer interests of its recommendations. S

COURT OF APPEAL FUNCTIONS

The functlon of the Tariff Board as a court of

appeal  from decisions by Revenue Canada is also impor-. -
tant from a consumer perspectlve.a‘Appeals‘may be made
under Section 47 of the Customs Act with'respeCt to.
‘tariff classifications, valuation of goods for cueﬁoms
purposes; and duty drawbacks, by firms or invididuals
who consider themselves. aggrieved'by National ReVende
rulings; appeals may be made under Sectlon 19 of the
Anti-dumping Act by firms and 1nd1V1duals aggrleved by~:.
Revenue Canada de0151ons_w1th regpect to margins of
dumping. Decisions may also be requeetedeby Revenue
'Canada.with respect to tariff'classificaticns and,valua—
tion for duty pu_'x"poses“2 Tariff Beard‘decisions'may in
--turn,be’appealed on matters of law to the Federal Court
of Canada and to the Supreme Court. While these appeal
procedures_may"in practice. not often'be_uéed directly

to protect consumef;interests, they serve to protect
them indirectly. Their existence doubtless exerts
pressure on Revenue Canada from making fuiings that
might otherw1se damage consumer 1nterests. A consumer’
Or .a consumer group, moreover, could doubtless. brlng .
an appeal before the Board or become. a third party in -

“Tariff Board Reports, Vol. 4, part 2, 1967-1969, Supply.
- and Services Canada 1977, contains "An Informal Guide
for Parties in Appedls before the Tariff Board".
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an appeal brought by, for example, an importer of consumer

-products. "In practice, such.interventions by consumers
or. consumer groups do . not appear to have been made, at
: least in recent years. Nevertheless, the pOSSlbllltles

for appeals ‘to the Tarlff Board should be counted among

‘the defenses avallable to consumer:groups- w1th1n the frame— -

work of Canadian trade pollcy.‘

SECTION 16 OF THE CUSTOMS TARIFF _
. Under Sectlon 4(3) of the Act, the Tarlff Board may

'be directed by the Governor in Council to hold-an inquiry

under Sectlon 16 of the Customs Tarlff into activities
,among manufacturers or dealers" ‘in restraint of compe-
tition.. No-such investigation appears to have ever been
made by the. Board. ‘The ex1stence of Section 16. in the
Customs Tariff, however, offers 1nterest1ng pOSSlbllltles
for the. use of tariff policy to oppose restr1ct1ve trade
practlces among domestlc producers._fC

'.B; SECTION. 4(2) REFERENCES

From a consumer perspectlve, the Board's most

important: act1v1t1es have been in the form of 1nqu1r1es'

" that it ‘has carr1ed out 1n response to "References" to
‘it by' the Minister of Finance under Sectlon 4(2) of the

Tariff Board Act.

The issues selected by the Mlnlster of Finance to re-
fer to the Tariff. Board under Sectlon 4(2) have generally
been controversial and. complex. The Board's hearlngs
allow the presentation of confllctlng polnts of view and
1nterests in an adversarlal sett1ng.~ Consumer groups,
1nd1v1duals, and the’ Department of- Consumer and Corporate
Affairs may present ev1dence and v1ews 1n support of
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consumer interests, as written briefs or orally.

In conductlng its 1nqu1r1es and reachlng its conclu—
slons ‘and- recommendatlons, the Board can also draw on its
own staff of experts and its own research’ resources. Such
expertise 1s commonly needed to deal w1th the complekltles

" of the issues referred to it, and to evaluate the conse-

quences of its findings_and-recommendatlons ‘in terms_of._‘
Canadian trade and economic"interests;_ These issnes ,
commonly 1nvolve 1nternatlonal as well as domestlc con-b
s1deratlons. ' ' ‘

The procedures involved in inquiries by the Tariff

" Board are designed to attract the'attention oflinterested\

partles and groups, and often recelve broader media -
attentlon. Interested partles are 1nv1ted to submlt
thelr v1ews and 1nterests, in advance of public hearlngs.
Hearlngs can 1nvolve statements by part1c1pants,c

questlonlng by Board members, and exchanges of v1ews
among participants. '

~ On the basis of briefs and evidence'presented to
it, and of its own internal research and evaluation,
the Board submits its reports‘to‘the Minister of_Finance,

-1nclud1ng its recommendatlons. These reports vir- -

tually always ‘carry the endorsement of all. Board members..
The Mln;ster of_Flnance mustptable in Parllament.reports
from the Board within 15 days of receipt; tabling can

~ involve a further invitation tO'interested parties to .

comment on. the Board's recommendatlons, eSpec1ally if

changes are proposed in. customs dutles. “In general, . mostp

' . Tariff Board recommendatlons have been accepted and

1mplemented by the Government
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consumer interests, as written briefs or orally.

- In. conductlng its 1nqu1r1es and reachlng 1ts conclu—
31ons and recommendatlons, the . Board can also draw on its
own staff of experts -and its own research resources. Such
expertise 1s commonly needed to deal W1th the complex1t1es-

" of the 1ssues referred to- 1t ‘and to evaluate the conse—

quences of its flndlngs and recommendatlons in’ terms of

Canadlan trade and economi.c 1nterests. These issues

commonly 1nvolve 1nternatlonal as well as domestic con-

s1derat10ns.

The procedures 1nvolved in 1nqu1r1es by the Tariff
Board are deslgned to attract the attentlon of. 1nterestedA

partles and groups,.and oﬁtenwrecelve broader media-

~attention. Interested parties,are'invited‘to'submit

their-views and interests,“in advance of public hearings.
Hearlngs can 1nvolve statements by part1c1pants,
questlonlng by Board members, and’ exchanges of v1ews7'
among part1c1pants. :

On the basls of brlefs and ev1dence presented to-
1t, and of its own 1nternal research ‘and evaluation,
the Board submits- its reports to the Mlnlster of Finance,

1nclud1ng its recommendatlons.' These reports v1r—~‘

’tually always carry the endorsement of all- Board members.

The M1n1ster of. Flnance must table in Parllament reportS~

_from ‘the Board w1th1n 15 days of rece1pt tabllng can

1nvolve a further 1nv1tat10n to 1nterested parties to..o'
comment on. the Board's: recommendatlons, especially 1f
changes are proposed 1n customs dutles. ~In general most

hTarlff Board" recommendatlons have been accepted and

1mplemented by the Government
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CONSUMER PRESENTATIONS

A review of some recent reports by the Board 1nd1—

cates the extent, to whlch consumer . vlews were present at the o
‘follow1ng recent 1nqu1r1es, whlch are of speclal interest

from a consumer: perspectlve-

Ref. 152 Fresh and Processed Fruits Consumers' Asso— .

~and ‘Vegetables ciation of Canada
i'l53 Bakers' Yeast = : NApparently'none
154_ Edible 0il products ~ None ' \. ,
155 Inst;tutlonal Exemptions :Associations repre4

senting unlversltles
and schools

156 Antiques, Collectibles ‘Many speclallzed
'+ and Hobby Equipment - firms, organizations
e . L . and individuals. No

"consumer group"

_ o o o " representation.
. 158 - General Preferential = Consumer and‘,
oTarlff (Part I) . - "_Corporate Affalrs

159 GATT Agreement on Customs ¢.Ev1dently none .
"~ Valuation : ' i

As will be evident,dconsumer interaests were _
presented at few of these 1nqu1r1es. No assessment. is
p0551b1e here of the presentatlons that were made with:
respect to consumer 1nterests, 1n terms of the1r effec-

tiveness. . But on the face of 1t, consumer representatlon

- at Tarlff Board: hearlngs has been 11m1ted to say the‘

least.

VAdmittedly,isome of therissueS'invoIved_in these

recent'inquiries’are complex and technical others may

_seem somewhat removed from d1rect consumer concern.

However, as noted elsewhere in this study, such complex ;
issues as changes in the General Preferent1a1 Tarlff

and in Canada's -customs valuatlon system- have 1mportant .
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impliCations for‘consumer'interests. 'The appearance of
lack of consumer 1nterest might well 1nfluence the - Board's_

flndlngs and recommendatlons.

~Further, it cannot be assumed that consumer
1nterests at .Board inquiries will be reflected adequately
by the presentations of other groups whose 1nterests
might parallel those of consumers,’for example, importers,
retailers and Canadian. exporters.~ Importers may also
be producers whose 1nterests could be in oppos1tlon to
consumer 1nterests,.and exporters may similarly have‘

1nterlock1ng 1nterests as producers.

 CONSIDERATION OF CONSUMER INTEREST -

From a review. of recent Board reports, 1t is ev1dent
that the Board has rarely attempted a separate or struc—’
tured assessment of consumer 1nterest, as such, or
separately evaluated the effects on consumers of 1ts

'recommendatlons. This statement requlres some quallfl—

cation.' The Board's 1977 report.on .fresh and processed
fruits and vegetables contalned a section entltled "The

Consumer Interest" which contained. an assessment of con-

sumer- interests regarding.foff~season“.tariffs on .fresh

i'fruitS'and:Vegetables, although‘it;did not address itself

to proposed tariff changes'on the processed products.

Also, the Board's reports on duty exemptions for scien=-
tlflc'and educatlonal equlpment (1978) , and on anthues,‘
collectlbles and hobby equlpment (1979) were concerned -
with tariffs on products where "consumers' ' were in many-
cases themselves the importers_of'the goods concerned.'

The Board's recommendations, from a consumer per—'
spectlve, might be categorized as-. follows:

_="fruits and Vegetables- - a reductlon of rates of_‘“
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1duty=foricertain items (mainly in the form of
: reductions.in "off-season" rates ‘for fresh products)
ccomblned with tariff 1ncreases for others (malnly
: processed), in add1t1on, ‘a new system of. surtaxes
‘was: recommended to deal with low priced 1mports off
‘h.certaln products, ' -

scientific and educational equipment: - the Board

recommended that the scope for duty-free entry
be narrowed, in order to give additional protec-

tion to certain Canadian manufacturers of the
products concerned;

antiques, etc.: - it was recommended that the area

of duty free lmports ‘be - enlarged

.General Preferentlal Tariff: - - the list of 1mports

entltled to GPT rates should.be_extended,and.duty~-

free entry'should“be introduced for Some'of'these,‘

products~ off- settlng those’ 1mprovements in the

- GPT system, the Board recommended a new system of

tarlff quotas which could limit quantltles of
1mports of part1cular products at the lower GPT
rates;

customs valuat10n~~— the Board recommended that

d_ all frelght,_lnsurance and handllng charges 1n-
_curred in the country of export should be added'

to the prlce of the- 1mported product for the pur-

.pose of establlshlng 1ts ‘value for. duty

In. summary, it is dlfflcult to av01d the 1mpress1on
that consumer interests have not always been given due
welght in the Board's reports ThlS may in Dart reflect L
the failure of consumer groups to present thelr,lnterests_‘
adequately before the Board. »Moreoverfhthe Board's in-
quiries are normally closely constrained by the terms of
the references. that are sent'to.them}by the Minister -of
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Finance; the Bbard has nocmandate~to initiate inquiries

~of its own. Further, the Board must operate within a

framework of established - tarlff and customs leglslatlon

which is blased generally agalnst consumer 1nterests.3

3see Ellen Richardson, Consumer Interest Representation:
Three Case Studies, Canadian Consumer Council Yﬁndated)
-for an examination of the Tarlff Board from a. consumer‘

: perspectlve in- the mid-1970"'s.
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_ CHAPTER . 5

THE’ANTI@DUMPING:SYSTEMA

-

Anti—dumping duties are Spec1al duties 1mposed on an
imported product, in addition to’ any normal customst
duties, in c1rcumstances where the foreign exporter
sells to cushmmmSin Canada at prices that are lower
than the 'normal price' charged to customers at home,‘andA

when "material injury" is caused or threatened to Canadian:

- producers of like goods because of this "dumping" The

theory is that the dumping duties will increase the price
of the 1mported .goods ‘to Canadian consumers, and thus help

: bolster sales by domestic producers.‘

- At'an'earlier period‘Canada's anti dumping system

was governed by prov1sions contained in. the Customs Tariff

~and related provision of the Customs Act In: 1968,
_follow1ng a strengthening of GATT rules on anti—dumping,

a wholly hew Anti—dumping Actl was ad0pted and ‘a. five
member Anti—dumping Tribunal was established to ass1st
in - its operation. . ' ' : -

Anti—dumoing duties are,;by Canadianilaw, set at‘f
"an. amount ‘equal to. the margin of dumping of the entered .
goods"- no. lesser amount may be imposed-yand they are
imposed on top of any normal customs duty. ‘This margin
s "the amount by which the normal value of the.goods‘
exceeds.the;eXportfprice ofdthe.goods"-\the Act contains
complex rules for'determining 'normal value" and "export

price". Under the Act, dumping duties ‘may only be. im-

posed on a definitive basis ifothe Antifdumping_Tribunal

lR S.C. 1970, Chap. A- 15- a useful pamphlet describing
the use of Canadian anti—dumping duties ‘has been issued
- by Revenue Canada. - :
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‘has ruled that dumplng "1s caus1ng~mater1al 1njury to the_
productlon 1n Canada- of like goods, or is materlally re=-

- tarding the establlshment of the productlon in Canada of
~ like goods"'

‘ Dumplng has been descrlbed as-a form of prlce d1scr1—'

- mlnatlon 1nvolv1ng sales in export markets at lower

prlces than at home.z' Such. pr1c1ng practlces ‘can of

‘course brlng pos1t1ve beneflts to consumers in an 1mport1ng
'country, and to the economy of the 1mport1ng country 1n"

general. ' The 1mpos1tlon of antl—dumplng duties Wlll prevent

- such beneflts to consumers.

: Rodney Grey has commented .on th1s feature of ant1~,
dumping practlces as ‘follows:

That is not to say that welfare may not be decreased
if injurious dumping is precluded by anti-dumping
action. It can be argued that, if dumping can be .
expected to continue, the gains to consumers may ex-
ceed the loss to producers. -But the injury to pro-
ducers may be here and evident; the possibility of
continued. dumping to the future benefit to consumers
can be only a possibility.. In any event,voters tend

- to be organized as. producers,~rather than as
\Vconsumers.3- : S

It is often claimed that'dumﬁing’is one of the "un-
fair" trade practices that an importing cOuntry is justi-

- fied 1n counterlng by restrlctlve 1mport measures. But

many economlsts would argue there is nothlng unfa1r about:'
dumplng, as such, unless the motlve 1s "predatory"- 1. e.

almed at destroylng competltors 1n the 1mport1ng country,'

with a v1ew to then ra1s1ng prlces to- consumers.~ “In this

See R. de C. Grey, The Development of the Canadlan Anti-
dumping’ System, Prlvate Plannlng Assoc1atlon of Canada, -
r P - » ’

3Grey, oE.cit., p1:4.
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'regard, it is considerediby some authorities that "pre-
datory dumping" should be dealt With not by trade policy‘
measures, but under legislation designed to deal with
restrictive trade practices. -

Canada ] anti-dumping system has a 1ong history,

‘dating back to 1904, and was the first of its kind. " A

high tide in its use was in the early 1930's to give
additional protection to Canadian producers, espeCially
from U.S. exports. OneAauthority‘has'called anti—dumpingA
duties "Canada's distinctive contribution to the trade
barriers of the great‘depresSion" 5 ‘By the early 1950's,
Canada’ 's use of anti—dumping duties had become more re-
strained, partly as. a result of the rules in Article VI
of- the General Agreement on Tariffs and Trade. Until
1968, however Canada's anti- dumping legislation and
practice remained inconsistent Wlth several key elements
of GATT. rules.. In particular, Article VI of the General
Agreement forbade the imposition of anti- dumping duties
without a_determination_of injury to,a domestic producer.
Canadian legislation'required"no_formal investigation
into injury.. To some extént, this inconsistency with
GATT rules was ameliorated by the limitation of anti-
dumping duties to goods of a class or kind made in
Canada.. Nevertheless, the. absence of formal findings of

injury was criticized by~Canada s trading partners. More- -

over, Canadian consumers failed to benefit from the limi-

tations imposed by the GATT rules. These rules were

Barcelo,."Subsidies, Countervailing Duties and Anti-
dumping after the Tokyo Round", and Metzger, "The Anti-
dumping System and the Trade Agreements Act of 1979";

papers presented at a seminar in May 1980 by the Canada—bA'

U.S. Law Institute, UniverSity of Western Ontario.

SG A. Elliott, Tariff Procedures and Trade Barriers,

University of Toronto Press, 1955, p. 187; see also .

Gordon Blake, Customs Administration in Canada, UniverSity
of Toronto Press, 1957, p. 100. : : .
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'strengthened and elaborated by a Code adopted as an out-

come of the Kennedy Round (1963 67), follow1ng whlch, as

 noted above, Canada adopted a separate Antl dumplng Act

~ THE 1968 ANTI- DUMPING ACT -

From a consumer: perspectlve, the 1968 Act was a con-

s1derable 1mprovement over the earller system.__It .
separated the questlon of whether dumplng was occurrlng
from the- questlon of 1n3ury to Canadlan producers.v.The

_Antl—dumplng Trlbunal ‘was establlshed to 1nvestlgate'

allegatlons of injury to Canadian producers, hold publlc
hearlngs, and issue its findings. The Act laid down de—
talled crlterla ~and procedures for Revenue Canada to

follow in’ determlnlng the ex1stence of dumplng and

. measurlng its extent. The Ant1~dump1ng Trlbunal was

empowered to review 1ts earller determlnatlons at ‘any

tlme, and resc1nd any earller flndlngs. ,\“

‘\ On the other hand, the Act has-left the initiation'
of procedures for using anti-dumping dutles to the dis=
cretion of the Deputy Mlnlster of Revenue Canada, or to
complalnts to him by domestic producers, prov1ded ‘he has

some ev1dence that ‘dumping is occurrlng -and that. domestlc*

producers are being 1n3ured or threatened with . 1njury

The Trlbunal can ‘also. 1n1t1ate the process, if durlng an.

inquiry into injury from dumplng it concludes that

similar goods from. another source are . also being dumped

‘The Act gave cons1derable discretion to the Deputy -

Mlnlster of Revenue Canada in- determlnlng margins of
dunping, under crlterla set out in the Act Appeals
against these determlnatlons can be made to the Tarlff
Board or, on questlons of law, to the Federal. Court of
Appeals. There is no appeal, however, from declslons-i
by_thelmrlbunaluw1th‘respect_to 1n3ury,lexceptfonf
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‘questions'of law to.the'Federal Court,y

' Further, the Act requlres the Trlbunal to conflne
1ts'1nqu1r1es to the questmon of 1n3ury to domestic pro-
ducers ar151ng £rom dumplng, it is thus- precluded from
glVlng any con81deratlon to the 1nterests of consumers, o

or. to’ broader national 1nterests, however ‘much these may

' be affected. And, as noted earller, pos1t1ve determlna-

tions by the Tribunal lead automatlcally to the 1mpos1tlon
of anti-dumping duties which must always be imposed at

the full amount of the margin- of dumplng, as this has been
determlned by Revenue Canada.; There is no prov1s1on for
imposing a smaller duty, even if a smaller duty were
warranted by the particular circumstances. In thlS re= .
gard, it should be noted that the GATT rules, as now _
‘elaborated, suggest the use of ‘duties at levels that are
less'than;the»full'margin of dumpingt and it is under-
stood that the European COmmunity‘s{legislation requires

that before any such duty is imposed, it must be shown

that their imposition would serve the’interests of the

'Community.6 No such provision.exists.in the Canadian

legislation, although Section 7 permits the Government
by Order in Council to grant exemptlons to "any- goods or
classes of goods"

THE GATT RULES

The rules of the General Agreement which govern the
use of ant1 dumplng duties. are 51gn1f1cant from-a. consumer
perspective, slnce they constrain the operatron of
Canada's anti—dumpingVSystem and provide a degree of
international supervision overmits use.  The basic rules

are .contained in'Article VI; these were elaborated and

- e oeu sy Sm wm WS

6See statement by K. Stegemann to - the Commons Sub—
Commlttee on Import Pollcy, January 28, l982
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strengtehened by the Antl-dumplng Code adopted in 1967 as
a result of the Kennedy Round, and this Code was amended '
as an outcome of the Tokyo Round, 7 It is understood that
the Tribunal in carrylng out 1ts work takes into account
Canada's obligations within GATT. Whlle Canada's antle
dumping system now appears ‘to be reasonably cons1stent
with the GATT rules, Rodney Grey in a recent study has
p01nted to one aspecti of the Canadlan system that is -out
of line w1th the new GATT Code (and also with U.S. anti-
dumplng practlces) 8. The new GATT code requires that .in

'general both the guestion of dumplng and the question of

injury to producers be looked :at s1multaneous1y. Ad-
herence to this featureﬂofithe Code would preclude the

" current Canadian practice of imposing'dumping'duties on .

a- prov1s1onal basis, pursuant to a perfunctory look into
the questlon of injury by Revenue Canada but before any
thorough 1nvestlgat10n has been made by the Trlbunal

From a consumer perspectlve, it is to be hoped that

”‘Canada will terminate this feature of 1ts antl-dumplng .

system.

SECTION l6.1- AMENDMENTS

In 1971 the Antl—dumplng Act was amended to- authorlze
the Governor in, Council to. request the Ant1~dump1ng

Tribunal to investigate and report on 1mports of goods

- which, although not being- dumped, "may cause or threaten:

injury to gthe productlon of any goods in Canada".. This

-provision can and has been used as a basis for the impo-

sition of import restrictions of a "safeguards' nature
under circumstances governed by GATT Article XIX. As of

1980, the Tribunal has carried out investigations.under

7The amended Code forms the 1979 "Agreement on Implementa-
tion of Article VI of the General Agreement on Tariffs
and Trade"; text is in GATT, "Basic Instruments and. .
Selected Documents, Twenty- SlXth Supplement’, Geneva, 1980.

8Rodney de C. Grey. (1980), Trade. Polr‘y in the- 1980 s,
C D. Howe Instltute, PP 73- 74.
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.Séction 16.1 on two products- footwear and-preserved mush-

rooms. Three separate 1nvestlgatlons regardlng footwear
1mports were made,'ln 1973 1977 and 1981. The: 1977 re—
port led to the 1mpos1tlon by the Government of global

,quotas under the Export and Import Permlts Act, whlch were

recently modlfled in. the llght of. the Trlbunal's 1981
report. -

_‘ ~From a oonsnmer‘perspective,"it is to'a deéree‘re—
assuring that Section116 1 provides for a formal investi--
gatlon by an 1ndependent body as a basis for decisions re-
garding restrlctlons on ‘imports of an important sector of
consumer goods such as footwear._ On the other hand V

' Section 16. 1 is concerned solely with the questlon of

1njury "to the productlon of any goods 1n Canada" : It

-Contalns no reference to consumer;;nterest° indeed 1t would.

appear to preclude any. consideration by the Trlbunalgln._
its investigations_of'the interests of~Canadian'consumers,
or of broader nationaljinterests;' The'referenCes with
respect to footwear which the GoVernor in Council has

sent to the Tribunal under Section 16.1 reflect this

weakness;  they entirely ignore consumer interests.

Whlle the leglslatlve framework for Section 16. 1.
inquiries by the Trlbunal is parallel in important re—
spects to the framework for its 1nqu1r1es relatlon to
injury from dumplng, there. are several s1gn1f1cant dlf—-
ferences. Sectlon 16.1 inquiries must be spec1f1cally
requested by the Governor in Counc1l, whereas 1nqu1r1es
as to injury from dumplng are. triggered by decisions:-
within Revenue Canada, generally follow1ng complalnts from'_f
domestic producers. Under Section 16. 1 the Tribunal
serves_anradvisory capac1ty to the- Governmentsln_accor—'
dance with terms of.reference:for'partioular inquiries.
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' And findings of injury'bydthe_Tribunal under Section 16.1

do not automatically lead to restrictive import meausres;

‘these require separate decisions by the ‘Governor in‘

Council.

ACTIVITIES OF THE TRIBUNAL
As noted above, the Trlbunal has two d1st1nct func—
tlons..(a) under Section 16 of the Act it serves as a

"court of record" to determine the existence or otherwise

" of "material.injury'_to a domestic producer arising from\

dumped imports; and (b) under Section 16.1 of the Act,

‘and at the request of the Government .it inquires into

and adv1ses the: Government on 1njury to the productlon o
of goods in Canada arising from 1mports in 01rcumstances
that do. not 1nvolvevdnmp1ng.

DUMPING INQUI RIES

As noted above as well, the Tribunal does not deal
w1th the questlon of whether - the 1mported goods are. belng
dumped. This has already been determlned ~at least on a
prellmlnary basis, by Revenue’ Canada, and antl—dumplng
duties are already being imposed on. ‘the 1mported goods,‘
on a provisional ba51s, before the Tr1bunal begins its -
inquiry. 1If the Tribunal makes a pos1t1ve determination
of material injury, RevenueACanada then makes a "final
determination"'of dumping,‘and antifdumping duties are
continued on a definitiveobasiS~until the Tribnnal_may
rescind its.original determination. Previous findings
of injury bydthe Tribunal may be -reviewed by it at any
time at its discretion, and in- fact are reviewed

' periodically.: Where injury is found no longer to exist

from dumplng, the Trlbunal s earlier determlnatlons are.
rescinded, and dumplng dutles are d1scont1nued
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From 1969 to 1980 the Trlbunal conducted some 100

1nqu1r1es 1nto 1n]ury ar1s1ng from dumplng.g About one- =

half led to flndlngs of material- 1n]ury or the threat
thereof in another 40 cases no 1n3ury" was found; the
rema1nder led to mlxed outcomes.

Many of the 1mports determlned to cause 1njury were
consumer—type goods. These 1ncluded-'

- electric can openers (Japan)

- women's footwear (Italy, Spa1n)

- T.V. sets (Japan, Taiwan) _ ,
- apple ]ulce concentrate (f1ve European countrles)
v_blcycle t1res and tubes. (f1ve As1an and

-European countrles)
| = zippers (Japan) »
- photo albums (Japan Korea)
- frozen d1nners (a U.S. flrm)
.—fcolour T.V. sets (Japan Talwan, Slngapore)

. = rubber balloons (Mex1co)

- cha1n saws (a U.S. firm) . _

- ladles' handbags (Korea, Hong Kong)

- blcycles (Korea, Talwan)

- canned tomatoes (Talwan) ,

~ wooden clothesplns (four. countrles)

—*rubber boots (four countrles)

- shotgun shells. (four eastern European countrles)
- power tools. (Japan)

~ The Trlbunal has made pos1t1ve f1nd1ngs of 1n]ury
on a much longer: list of. producer type goods.’ .The»
1mpos1tlon of ant1—dump1ng duties on these’ goods

generally leads, of course, to.- h1gher consumer costs for

9

Anti-dumping Tribunal, Annual Reports.
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-the‘end product For example, dumplng duties 1mposed in

1976 -on hydraullc turbines from the Soviet Unlon, and in

1980 on hydroelectrlc generators from Japan, doubtless

result in higher consumer prices for electr1c1ty 1n areas
served by thlS equlpment.. '

It would be 1mposs1ble to make any useful estimate of-
the overall cost to Canadlan consumers (or to the ‘economy
generally) of the_1mpos1t10n of antlfdumplng duties over
past years, or to‘balance these costs against-the bene-
fits to'Canadian?producers. Professor Stegemann of
Queen'siUniVersity has recentlyrwritten_several‘studies
on this subject, and madera“presentation'on theﬂsubject
at a recent hearing of‘the_House‘of Commons*-Subrcommits»--
tee;on,Import.Policleog,Moreover, any estimate‘of the
consumer cost of the‘anti—dumping system would need to
take 1nto account that the exlstence of the system doubt-

less serves in 1tse1f to dlscourage exporters from
"'selllng their goods. in Canada at lower prlces whlch mlght

lead to- complalnts about dumplng.‘

CONSUMER- INTERESTS

In.view of the narrowly-defined frame~of-referencev

‘of the Tribunal, as set out in the Act, it is not sur-

prising that'consumer groups have. not participated in -

'Tribunal.inquiries into dumping. Participation in these

inquiries is almost always confined to the Canadian'comf
plainant on,the~one1hand,andr on the other, the\foreign'
exporter joined.with~the;Canad;an:importer‘ The voice’
of the.consumer, whofmuSt,bear the cost'of,anti~dumping

'duties,‘and'whoshas a great interest,in;the,outcome of

;OSee Minutes of Proceedlngs, January 28,.1982, Sub-
Committee on Import Policy, for a statement by

Professor Stegemann.
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the inquiry; is absent. It is also clear that the Tribunal - -

has avoided going beyond the_narrow confines of its terms

of reference to give any consideration to consumer in~

terests in its inquiries.

SECTION 16.1 INQUIRIES

As noted earlier, Section 16.1 of the‘Anti4dumping
Act, added in 1971 provided a new basis for imposing

restrictions on. imports into Canada in circumstances" where

Msuch imports "may cause or threaten injury to the produc~

tion of any goods in Canada that the Governor in Council

refers to the Tribunal for inquiry and report" \ The._ o
Tribunal made three inquiries under this prOViSion of the
Act into’ imports of,footwear, in 1973, 1977 and 1980-81.

' The inquiry by“the'Tribunal'in 1973 into footwear

1mports under Section 16.1 led to a determination that

imports of footwear were not cau51ng or. threatening ‘
serious injury to Canadian production.ll In March 1977
the Governor in‘Council'directed the Tribunal to make a
second inquiry undervsection 16.1 to determine whether -
footwear, ekcept-rubber-and canvas footwear, was:being:
imported or likely to ‘be imported "at_suchiprices,~in N
suchAquantitiesfand-underfsuch conditions as to cause or-
threaten serious injury to Canadian production of like:
or competitive goods" ‘the. Tribunal was directed, fur-
ther, to submit an interim report if it found imports
to be_cauSing or threatening "immediate serious injury"

CONSUMER ' INTERESTS

. Despite the obvious and'large importance;to_con—:;
sumers of footwear, neither the 1973 reference nor the:

llAnti--dumning Tribunal, Report Respecting the Effects
- of Footwear Imports on Canadian Production of Like
GOOdS/ Ottawa, April 1973
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1977 reference contained any mention of consumer interests;
Indeed, the terms of these references would appear to

have precluded the Tribunal from even acceptlng sub-
mlss1ons by consumer groups. None were presented.
Neither of the Trlbunal's reports -contained any mentlon of
consumer 1nterest w1th respect to 1mports of footwear, or
the 1mpos1tlon of controls on. 1mports.'

The Tribunal's 1977 inquiry.led to an interim'fin-'

ding in July of "immediate serious injury" from imports. L

. in the women's and girl's sector of footwear production,l

and to a;final,determination in September of serious in-
jury,,orfthe threat:thereof, "in allbsectors_of’produc—
tion, other than footwear the main component of-which‘is
rubber or canVas" 12 Pursuant to the Tribunal's report

,~the Government 1mposed global quotas on imports of foot—-

wear, except rubber, ‘canvas, and certain types

of spe01al footwear, .at levels Wthh represented seVere
cut—backs from levels of lmports 1n the base period
(September 1, 1976-August 31, 1977). The 1977 quotas
were imposed for ‘a three year. per10d~'1n July 1980 the

quota perlod was extended to NOVember.BO, 1981,

‘In. July 1980, the Governor in Council directed the
Tribunal to. conduct a third inquiry into imports of '
footwear. under Section .16. l ThlS tlme, the Trlbunal was'
directed to. determlne whether serious 1n3ury or the.
threat thereof would arise "in the absence of special

. measures of protectlon"- in addition, the Tribunal Was

dlrected to examine "the extent to whlch the Canadlan

lzReport by the Antl-dumplng Tribunal Respectlng ‘the -
Effects of Imports on the Canadian Footwear Industry,.
Supply and Services, Canada , September, 1977.

Initially the quota was set at 64 per cent of base perlod
: levels, 1t was- subsequently increased to 80 per cent.
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footwear 1ndustry has restructured since the Antl dumplng
Tribunal’ = Report of 1977 ‘and the extent. to which the- in-
dustry has 1mproved its competltlve position agalnst

imports". 14 It will be noted that in thls latter respect

. the Trlbunal was. directed to enlarge its 1nqu1ry beyond S

the determination of injury from imports. nThe reference
again contained no mention of the consumerfinterestsfin—_
volved. | ' o

Nevertheless, the Trlbunal's 1981 report listed the‘
Dresentatlon of a brlef at thls 1nqu1ry by the Consumers
Assoclatlon of Canada, and’ noted that the CAC was ' '

partlcularly concerned with 1ncreas1ng prices and .the

‘ avallablllty of low—pr;ced footwear"v(p. 4). Otherw1se

consumer,interestslweretnot presented. The hearlngs were‘
attended by.a_long listfof,representatives from the
domestic footwear - industry, importers,'retailers, expor-
ters and forelgn governments, many of whom also sub—
mitted briefs. - ‘ ‘ ‘

The. Tribunal's 1981 report gavé short_shrift<to‘
consumer 1nterests in footwear 1mports. The Report
acknowledged "It 1s...certa1n that as a consequence of.
quotas, the average prlce of footwear to the consumer has :
increased"; far larger prlce effects were, however,.
attributed to»lncreases in the cost of leather and man4nt
made materials. In any event,»the report contlnued-

"In the llght of the Tribunal's terms of reference,
these concerns cannot. be a matter of. central 1nterest
in this" report, .although the Tribunal recognlzes ‘that
they are of substantial 1nterest in the broader con-
text".(Pp._lOG 107).

14Report of the Antl—dumplng Trlbunal Respectlng the

Canadian Footwear Industry, February 1981, Supply and .
. Services Canada, 1981.
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The'Tribunal{s 1980-81 inguiry led to the conclusion
that no injury was caused or threatened by imports from
developed‘market economy~countrieS-nor from state-trading
countries- with respebt‘to imports from state-trading -
countrles, it noted that "the valuation procedures

.establlshed under ex1st1ng customs and Anti-dumping legls—

latlon prov1de an 1mportant measure of protection ‘for the
domestic industry". ‘The. Report also noted that all |
imports "must face hefty duty rates under the Canadian
tariffvstructure" and, in addition, that "advances for

duty'purposes ‘existed for imports from Italy, Romanla,
Poland and Czechoslovakla.

n

Imports from."low cost" countries, howeVer, were
found to threaten serlous problems for Canadian producers.

The Tribunal concluded that Canadian production of a“

number of classes of footwear, 1nclud1ng both ‘leather
and non- leather footwear, "would 1n_allrlrkellhood be
serlously.lnjured 1n_the.absence of‘Special’meaSures:

of protection"‘from certain:developing countries, -namely,
Taiwan, South Korea, Hong:Kong,,Brazil and India. . Pro-
tection-against Brazilian.imports,_it noted, was "some- . -

what less urgent as imports from that»country'areﬁsubs-

jected to a 50 per cent advance in duty".

- In the light of the Tribunal's September 1981 re-
port, the Mlnlster of Industry, Trade and Commerce ,
announced on November 24 a number of changes in the quota
restrlctlons,.whlch;departed in some respects from the-
Tribunal's_findings.. One change was to remove quotas
on imports of'leather footwear from all sources;
another. was. to continue ex1st1ng global quotas on other
types of footwear from all sources, and exterd. the re-
strictions to cover shoes made of .canvas. The overall
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effect of these changes-was tofterminate,restriétionsfonu‘

imports of most footwear f#om developedlcoﬁntries, while

“intensifying restrictions on imports of special interest
‘to developing countries. From press reports, it is
" evident that domestic producers of leather footwear are

not at all- satlsfled with the termlnatlon of- 1mport re-
strlctlons in thls sector of the trade, and that they
are exerting strong pressure on the Governmen to re-

impose quotas on imports of leather footwear, at least
from "low cost" sources.
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. CHAPTER 6 -

TEXTILE AND CLOTHING RESTRICTIONS

From a consumer perspective, the extensive restric-
tions that have been placed'on imports of clothingxand~

: textlles over more than a decade represent one of the most

regresslve developments in recent Canadian trade pollcy
This. restrlctlve 1mport system has operated slnce 1971.
within the framework of the Textlle and Clothing Board
Act.'l The Act was deslgned as a central .part of a
broader "Canadian Textile Pollcy 2 to provide a new
and firmer ba31s for the Government to 1mpose restric-
tions on imports of clothing and. ‘textiles when imports
are determlned by the Textile and Clothlng Board (TCB)

to be causlng or threatenlng serlous 1njury to Canadlan
producers..‘ . : ’

Beglnnlng in the late 1950‘s, Canada controlled
imports of a- limited number of textiles and qarments
under bilateral. arrangements negotlated with several

.exportlng countries,. ‘involving - quotas admlnlstered by

them. The 1971 legislation not only added new. authorlty
to exerc1sercontrol on the import side, but also<served
to7strengthen pressure on reluctant exporting countries
to conclude satlsfactory control agreements, under
threat of unilateral import measures whlch could other—‘
w1se be 1mposed by Canada.

Within the framework of'the 1971 Act,’import restric-
tions and restraints on clothing and textiles have. taken

1

s.C. 1970 72 Chan. 39.

The "Canadian Textlle Pollcy" was announced by the Minis-
ter of Industry, Trade and Commerce in a statement to the
House of Commons on: ‘May 14, 1980; this policy is examined
in Carollne Pestieau, The Canadian Textile Policy: A Sec-

2,

" toral Trade Adjustment Strategy, C D. Howe Research In-

stltute, 1976
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two forms, as follows- A
- quotas placed by Canada on 1mports of partlcular
- products from partlcular countrles, or on a global
basis from all’ sources- .global quotas on almost all
clothlng were Imposed between 1976 and 1979-
_quotas placed by exportlng countrles on partlcular
i:products under bllateral arrangements, such
arrangements now cover most. 1mports “of clothing
and many textlle products from all of the major

- "low cost" exporters and state trading’ countrles.‘

‘INTERNATIONAL RULES

“Canada's 1mport pollc1es for., textlles and clothlng

operate»w1th1n:the framework of (a) the GATT "safeguards"_

'provisions of Article XIX and (b) the 1973 Multifibre

Arrangement (MFA) and the Protocols under which it has been

: extended.a Under GATT Article XIX, any restrictions on
- imports must be 1mposed on a global basis; such: controls

- must be temporary, and eXportlng countr1es may demand

compensatlon. By contrast, the MFA prov1des a framework

for: controlllng 1mports on a dlscrimlnauny'ba51s under~

bilateral arrangements or, in certaln ‘circumstances,
“under quotas admlnlstered by 1mport1ng countries. The:

1nternatlonal rules are basically de51gned to protect
the 1nterests of producers in 1mport1ng countrles and .
those of the exportlng countries. They are not ‘concerned -

with consumer interests in importlng‘countrles.- ‘Moreover

" the MFA rules. have become-progressively more restrictive.

by the Protocols adopted when it was renewed in 1977 and

. 1981. Nevertheless, from a consumer;perspective”the‘

.. operation of  these rulesawarrants-c1ose attention. since

3The text of the MFA is in GATT Basic Instruments. and
~Selected Documents: Twenty-first Supplement, Geneva,
1974, The 1977 and 1981 Protocols extending it are in
.subsequent issues in thls serles.vf
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they contlnue to 1mpose at least ‘a degree of 1nternatlonal

constralnt on Canada s import regime for textiles. and
clothing.

1971 TEXTILE AND CLOTHING BOARD ACT

. The 1971 Act ‘established a Textlle and Clothlng
Board (TCB), consisting of three members, w1th authorlty
to inquire into complalnts about 1mports by producers of
textiles .and clothlng products, to hold hearlngs, and - to

submlt its flndlngs and recommendatlons to the Govern—
ment. -

- The TCB. is - authorlzed to conduct inquiries (a) in

‘ response to complalnts recelved from a Canadian producer
 who cons1ders that the importation of any textlle or

clothlng goods "is cau51ng or threatenlng serious 1njury
to his productlon in Canada of any textlle and clothing

- good"; .(b) on its own 1n1t1at1ve,-or.(c) at.the request

of the,MiniSter of-Industry,Tradefand’Commerce;‘s

Inquiries-bylthe TCB ' are for'a‘single purpose-
.+++in order to determine whether the textile and
clothing goods that are the subject of the inquiry
are belng imported .in such quantitites and under
such conditions as to cause or threaten serious

1njury to the production in Canada of any textlle
- and clothlng goods.

The Act'does not define "serious injury". However,

' GATT. Artlcle XIX and the MFA contaln varlous crlterla

and condltlons relatlng to 1njury.

‘The Act requires the TCB to take into account in its

inquiries certain factors which, in principle should offer

some assurance thatlconsumer'and'related.interests will
not be ignored'or.Overldoked. ‘Among these ares -
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- "the probable effect of any proposed speciai

* measures of protection on various classes of con-
sumers"; - S . |

- the GATT rules, the MFA rules, and those ofyother

relevant international agreements.,'

- the principle that special measures of protectlon

._ should not be malntalned to encourage lines of
production that havefno prospect of . becoming
c0mpet1t1ve behlnd normal protectlon offered by

- the customs tarlff.

The Act also prov1des that the ‘TCB may in its en—‘
qulrles receive evidence from any "1nterested party",
which is deflned to 1nclude a "user or consumer" of the
goods in questlon, ‘as we11 as producers, 1mporters,
labour unions and: others.. A producer submitting a com-
plalnt is required to f11e a plan describing the adjust—
ments the producer proposes ‘to make in his operatlons

aimed at pha51ng out inefficient operatlons and increa-
sing his ability to become 1nternat;onally competltlve.

If;as,a~resultfof'an inquiry the TCB determines that
imports are causing or threatening serious injury to

productlon 1n Canada, it-is requlred to recommend to the

"Minister of Industry, Trade and Commerce whether “specmal

measures of:protectlon.should be 1mp1emented", It~may ‘
also make interim recommendations, even before concluding

its inquiry, for -the immediate implementation of such

- measures. . In either case the TCB is required to

spec1fy the recommended scope and duration of the -
special measures". The Minister is not however, obllged ‘
to.adopt the recommendatlons ‘of the TCB ‘The 1mplemen—
tation of its recommendatlons is a matter for decision by
the Government. |
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IMPLEMENTATION OF - IMPORT CONTROLS

"In order to prov1de authorlty for the 1mp051tlon of
import_controls, the Textlle and Clothlng Board Act, by
Section 26,_amended'the Export and -Import Permits Act, so
as to enable the Governor in Council, on the advice of
the Ministry of -Industry, Trade and Commerce, to add to
the ImportZControl List any tektileS~and clothing products
that - had been determined.by the TCB to be causing or

threatening serious injury to'Canadian“producers "in order
to limit the 1mportatlon of such goods to. the extent and
for the perlod that, in the oplnlon of the Governor in
Council, is necessary to prevent or- remedy the 1n3ury".

In addition,. Sectlon 26 authorlzed the Government to ;‘ _
place other products on the Import Control List and to re-

- strict the1r entry, when 1mports of. the product concerned

had been determlned by the. Ant1~dump1ng Tribunal under -
Section 16.1 of the Antl—dumplng Act to be causing or
threatenlng 1n3ury to Canadian production. Section 27 of
the Act. amended the- Customs Act so as to permit the
Government to prOhlblt or otherwise: regulate the entry"
of goods that are being 1mported in a manner that c1rcum—.
vents a bilateral agreement concluded w1th an exportlng
country. This amendment gave the Government a stronger

hand in negotiating and policing the operation.ofgCanadafs

~bilateral restraint'agreements with exporting countries.

TCB INQUIRIES 1971 1977 _
Special measures of protectlon for Canada s textiles
and clothing industry pre-date the establlshment of the
TCB, but since the eariy 1970's the TCB'has played a -
central role in the import‘regime for textiles and~clothing.-
Between 1971 and 1976 1ts 1nqu1r1es and recommendatlons | |

prov1ded a bas1s for contlnued ‘import restrlctlons or ex-
porter restraints on a range of-individual products from
partlcular-countrles,_as Well as for a system.of global
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quotas on a number of products 1nclud1ng lower prlced

_men s and boy s shlrts,.work gloves,'acryllc yarn and

knltted fabrlcs.4v Durlng thlS perlod Canadlan controls
on 1mports of. textlles -and clothlng were relatlvely ‘ .
selectlve and moderate,"at least in comparlson with the.

import reglmes of most other developed 1mport1ng coun—
trles. ' ' '

During 1975 and 1976 produCers mounted a strong .cam-

paign for more severe controls, especially on imports of

. clothing; The issue became hlghly polltlcal In September

1976, the Mlnlster of Industry,"Trade and Commerce dlrec—
ted the TCB to undertake a broad 1nqu1ry into 1n]ury to
Canad1an~producers of clothlng. ThlS 1nqu1ry had hardly
‘opened when the TCB, under a strong pressure from a group
of garment makers, issued an “"Interim Report" under
Section'17(2) of the Act It recommended the 1mmed1ate
1mpos1tlon of global Aimport restrlctlons by Canada  on
almost the whole range of clothing 1tems,"W1th a roll-
back -in quantltles to 1975 levels. These recommendatlons
were hastily'implemented by the Government in late

November,‘cau51ng great consternatlon 1nternatlonally

-~ and opening a new restrlctlve area in Canadlan ‘import

pollcles for textlles and. clothlng products.5

MeanWhile the TCB proceeded with itsifull“inquiry

into clothing.imports,:held.a series;of hearings, and issued

4An analysls of ‘'TICB inquiries and recommendatlons in the
1971-75 period, and of controls on “imports pursuant to
TCB recommendations “is in Pestieau, op.cit., Chapter 3.

5The unfolding of this abrupt retreat into protectionism
is described in David R. ‘Protheroe, Imports and Politics,
Instltute for Research on Public Pollcy, Ottawa, 1980,,

pp. 117~ 125.
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its final report in May 1977. Its recommendations

differed 1n form from those in its. earller interim report,"
but from a’ consumer perspectlve were equally damaglng.
In summary, it recommended: (a) the global 1mport quotas

-should be converted into bilateral restraint arrangements

with:21'“low cost" and‘state-trading countries, under

which these countries would control the flow of theird

imports into Canada; (b) the product coverage of these
bilateral arrangements.’ should be. similar to the- coverage
under. the global quotas, and" (¢) 1mports from: the."restralned"
sources should be -held to ex1st1ng levels or reduced.6

© Over the folloW1ng year.or -so, the Government proceeded‘

with the negotiation of such bilateral:arrangements,'and.'
-concluded arranéements‘ofﬁa-comprehensive{kind~with~the'
seven main "low cost" exporting countries; arrangements

with smaller "low cost" suppliers were also made but

'~ their produce coverage was more selected than the TCB
“had recommended The extenslon of . these arrangements

with an eventual 17 exportlng countries was. plecemeal and
resulted from monltorlng of contracts and imports which
demonstrated potentlal 1ncreases from smaller suppliers;

with these, negotlatlons were all initiated after arrange-

ments with the larger 7 suppliers:went‘into\effect.

1979-1980 INQUIRY. .

In 1979, the TCB on 1ts own initiative opened a. .

further major 1nqu1ry coverlng the whole range of tex—

tiles and clothing products, held hearings and issued
7

'1ts.Report in June 1980. It recommended, in. summary,

that restrictions should-be-imposed on a longer list. of

products from-all "low-cost" and state-trading countries

§TeXtile and Clothing Board, Clothlng Inquiry,. May l, .
'1977. This Report also contalns the text of the '

~"Interim Report"”

7Textlle and Clothing Board, ‘Textile and Clothlng Inqulrx,
June 30 1980 Vols. 1 and 2.

87




a T En Gan aE B s

-

- NS SE B =Em

under'bilateral?agreements or under unilateral import -
controls~ that levels of 1mports should be held 1n1t1ally

_to ex1st1ng levels or below, -and thereafter permltted to

grow by a maximum of one to. four per cent dependlng on

'the product- and’ that these controls on imports should be

extended for a full decade, untll 1990. 8 The results of

the negotlatlons ‘conducted over the past year pursuant to
the recommendatlons of the TCB were tabled recently in .
the House of Commons by the Secretary of state for: External

- Affairs; they clearly fall short in many respects of the

comprehen51ve long term restralnt agreements with the
whole range of "low-cost" and. state—tradlng countrles,
as recommended by the ‘TCB.

 In summary, since the mid—l970's; the TCB has come

forward w1th a series of recommendatlons for increasingly

.severe restrlctlons on. imports of textiles and esp~-cially

clothing. Its general -approach was stated_ln its June 30,
l980_report}'"In the opinion. of the Board...Canada cannot
continue to accept increasing quantities of textiles and

clothing from "low-cost" and state-tradlng sources. -Such

an approach would destroy government and 1ndustry efforts

- to maintain in canada a modern, efficient and competltlve
textile and'Clothing'industry“ (p. 114). It is note-

worthy,that the-restriétive import.measures recommended by

the TCB in its two recent major reports were considerably

. more severe than the Government was able to negotiate w1th

exportlng countrles, or attempted to negotiate.

8See Government of Canada, News. Release, dated June l9

1981, for its.response to the TCB Report of June 30,
1980. ,
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CONSUMER PRESENTATIONS .
Ellen Rlchardson in her m1d 1970 s study of the TCB

_observed that "Direct consumer representation before the

Textiles and Clothing Board to date has been almost nllﬁrg-
She noted, however, that-representations had been made

by other 1nterest groups whose interests mlght parallel
those of consumers, such as the Textlles Importers

Assoc1atlon and representatlves of exporter_lnterests."

It is understood that consumer groups_were'not
asked for their views by the TCB before it sent its

~dramatic Interim Report to the Minister of Industry,

Trade and Commerce in early November l976.> The Interim Report

. refers only to an “Emergency Interim Submission" by rep-

resentatives of garment manufacturers at a- prlvate hearing
on November l.lo '

The TCB Report-on.its full 1976-77 inquiry indicates
the participation or submission of briefs by the. Con-
sumers!rAssociation of Canada -(CAC). and also separately
by the‘Quebec Chapter of the CAC;. thexviews of the latter
were highly protectionist and almost dlametrlcally opposed
to those of the national ‘CAC. The report also - 1nd1cates
that informal meetinge_or,intervrews were_held with the
Department of Consumer and'CorporatejAffairs,~along with
a number of other federal and-provincial‘government
departments,. The TCB report on its 1979-80 major inquiry
lists ﬁhe,participation or submission of briefs by'only
the Consumers' Aseociation\of'Canada; The narrowness of
theee presentations of consumer interest to-the TCB .is
striking, considering the\importance.of TCB recommendations
in terms of the;prices and availability of textiles and

9Ellen kichardson, Consumer Interest Representation: Three

Case Studies, Canadian Consumer Council, undated, - p. 44,

lO"Interlm Report Purcuant to Section 17(2)", in TCB,

Clothing Inquiry, May 29,1977, pp. 6-1.to 6-6.
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- and clothing“products5in,Canada.f

'CONSIDERATION OF CONSUMER INTERESTS

- On the basis of its 1977 and 1980 reports, the ex-
tent of. TCB cons1deratlon of consumer 1nterests 1s not
1mpress1ve, to say the least In the 1977 report the
CAC presentatlon is summarlzed briefly, but is followed
by a summary:of the: contradlctlng views of-the Quebec

:Chapter. The text refers to presentatlons by the Retall_

Council of Canada, the Canadian Textiles Importers'-
Association and the Toronto Better Business Bureau as

representing "similar arguments to that of the CAC".

These meager accounts of consumers' v1ews, occu-

: pylng two and one half pages, were followed by over. four

pages: of analysls by the TCB whlch appears des1gned

-essentially to demollsh the maln objectlon to. restrlc—

tlons v01ced by the.CAC. (i e., that these led to hlgher‘
prices  for. wearlng apparel in" Canada, Wlth adverse con—'
sequences for consumers, especlally low—lncomeAfamllles).
The: TCB's rebuttal went to extremes: it - contended Xamong
other things, that undue dependence on foreign- sources.
of supply for-garments "mlght not necessarlly result in
prlce reductions. but rather. brlng about price 1ncreases
which would llkely be borne by the Canadian consumer";
and it resorted-to the generally dlscredlted "natlonal
defence"pargument, warning. that “there are;serlous o
hazardsuin'relying too heavily on foreign sources of a
basic commodity should Canada be affected by an 1nter—_

‘natlonal CrlSlS"'

In the'1980 TCB report covering both textiles.and
clothlng, consumer interests got even shorter shrlft
A section on "Consumers' Concerns" occupied sllghtly

more. than a single page. . A‘brlef summary of CAC concerns
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was.again followed:by an analysis by the TCB aimed pri-

marily at demolishing these concerns.  The TCB argued

that'clothing»prices had increased "at a much lower rate
than the overall Consumer Price IndeX"j and it stated
that price increases for ~garments - had occured because
selling prlces are being adjusted to reflect at least
partially;. increased costs" . (pp. 108~ 109) In another
section of its Report the TCB dealt in much the same

. way with the issue of availability of low priced

children s clothing. The concerns expressed by. consumers -

and others in this regard were again dismissed- The
report observed with evident approval that. "...con-
siderable ev1dence was presented to the Board by
Canadian manufacturers of children's wear’showing'that
significant quantities of children s garments are being
produced in Canada 1n the lower price ranges. These
manufacturers denied emphatically that there were
shortages of children S: wear at lower price points in:
Canada“' The TCB noted in this regard that Canadian
garment manufacturers had increased their prices, but
this was attributed to."increased costs of production"
It noted also.that imported garments hadgincreased in ..

price. because of a combination of factorsé "trading up

as a. result of restraints- increased manufacturlng costs

_and quota charges in some exporting countries; and in-
”~creased foreign exchange costs". The TCB concluded that

“It cannot be determined which of. these factors has had
a greater 1mpact on the ~upward movement of prices of
imported goodsﬁm(ppp 91-93).

On the ‘basis of- eVidence in recent TCB reports, it
would be almost correct to- conclude that the TCB has
1gnored or: overlooked consumer . interests in its in-
quiries. ‘TCB reports.show-hardly any. effort to take
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intozaccouht,_as Section 18 of the Act requires, "the
probable effect of:any_proposed special,measureS'of‘pro~
tection. on various classes of consumers" 'Moreover; the>

treatment that has ‘been given in TCB reports to. consumerv

1nterests appears to be unfa1r,_ concerns about import
restrlctlons expressed by the CAC and others’ appear to

- be presented in TCB reports mainly for the purpose oOf

knocking them down w1th confllctlng analys1s and statis-
tlcal data. ' '

On the basis of the above analysls, it seems falr
to conclude that the TCB serves largely as a speclal
and unique 1nstrument for collectlng ‘and present1ng to
the Government pressures from a particular group of
domestic industries for controls: on 1mports.‘ The_TCB-
can thus,hardly.fall to be hostile to the 1nterests;of

consumers, @ -
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CHAPTER'7

THE EXPORT AND IMPORT PERMITS ACT

The Export and Import Permlts Actl was origlnally
brought into force during the Second World War and re-

‘ enacted in 1954; it prOVides a legal basis and a set of

procedures for imposing quantitative restrlctlons and

.i.embargoes on both imports and exports where these are re-

"‘quired by certain other legislatlon and in certain spec1f1ed"

c1rcumstances, such’ as. "to implement an.- intergovernmental
arrangement or commitment" '

THE IMPORT CONTROL LIST : _
The. authorlty and condltions for controlling imports
are established by Section 5, whlch authorized the

- Governor in Council to establish an- "Import Control

List"'-2 The Governor in Council may place on this LlSt

"any article ‘the 1mport of which he deems it necessary to

control® for the. purposes specified in. Sectlon 5; there

are at present some 65 items on the List These controls
may be summarized as follows: ' ' I
. - controls in support of legislation and programs
| for-the support of farmllncomes -and agricultural
“prices, including the Canadian‘Dairy Commission
Act, the. Farm Products Marketing AgenCies Act,
and the newly enacted Meat Import Act; thus the
;Import Control LlSt includes. the whole range of
dalry products, eggs, chickens, turkeys and their
products, and beef and veal. PR
- controls on imports of textiles and clothing pro-
ducts when, as a result of an inquiry by the

'r.s.c. 1970, Chap. E-17.

The current Import Control List is in the Export and
Import Permits Act Handbook, 1ssued by the Department
of Industry, Trade and Commerce.
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Textiles and Clothing,Board;_these have been de-
termined to be causing or'threatening “serious'in—:
vjury to. Canad1an producers of like or d1rectly
l competltlve goods"- ‘thus the List contalns a cata-
lclogwaof textlles products and ClOthlng.
V4.controls of imports of "any goods"“ other than
' 'teXtileS‘or clothing goods, when, ~ as a result of
an 1nqu1ry by the Anti-dumping Tribunal under
Section 16.1 of the Anti-dumping Act, ‘these have'
been determlned to be caus1ng or threatenlng
"serious 1n3ury to’ Canadlan producers of like ot .
d1rectly competltlve goods“ thus,‘the L1st_con—~
‘tains most footwear products. | o L .
: - controls that are needed "to lmplement an. inter-"
o governmental arrangement or commltment"- thus,
the List 1ncludes coffee in. any form in support
.of Canada s part1c1patlon in- the Internatlonal _
_Coffee Agreement .cocoa and cocoa’ products in ‘sup-
.port of Canada’' 8 part1c1pat10n in the International
Cocoa Agreement (until recently), and a list of

o endangered spec1es?_and certain whale products.

The legal bas1s for Canadlan partlclpatlon ‘in 1nter—1
natlonal agreements such. as those . on coffee and cocoaov

that may 1nvolve restr1ctlons on 1mports into Canada

rests on the “regulatlon of- trade and -commerce" clause

in- Sectlon 91.2 of the British North America Act. ‘This_
clause also provides ‘the . legal ba31s for the Government

to enter into the numerous bllateral arrangements coverlng
textiles and clothlng products, whereby exporting coun-
tries undertake to.llm;t their: exports to Canada, e

Where controls are 1mposed on: 1mports of goods
enterlng Canada, whether or not quantltatlve restrlctlonS'
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. are applied -1mporters are requlred to obtaln perm1ts
:from the Office of Spec1al Trade Relatlons (TSP), now
~ established: in the Department of External Affalrs.. These

permits are commonly obtalned through brokers who - charge
fees for their serV1ces.. No. goods ‘'on which such controls
are 1mposed can be cleared through Customs without this
permlt. - When a. partlcular product is under a quota llml-'
tatlon and the quota has been fllled, no further permlts
are issued untll new quota allocatlons ‘are made. The -

sale or transfer of 1mport permits among 1mporters 1s

'prohlblted under Section 16 of the Act; but by the nature
- of th1ngs these 1mport entltlements can. acqulre a value

of thelr own and become. translated into h1gher prlces at

the retall level: for consumers.. Other costs are of

' course involved. in- the operatlon of the. 1mport control

system. _The paperwork delays and other expenses 1n—7"

.curred by 1mporters become translated into hlgher

prlces for. consumers._ In- addltlon, the adm1n1stratlon

- of the system imposes a substantlal flnanc1al burden on

the . federal government, and ultlmately on - taxpayers..'

- The amount of the quotaS‘for particular products is .
determlned ‘within the. framework of the leglslatlon and -
programs for the partlcular product concerned, not. by .
the Offlce .of Special Trade Relatlons.. (ThlS office .
carries. responsrblllty for the negotlatlon of bllateral .

restralnt,agreements w1th exporters of textlles and

- ;clothing,"now under the authority of the Secretary of ,;f

State for External Affalrs ) The allocatlon of quota en-
titlement among 1mporters is . commonly on the basis of |
their past'record of ‘imports of the product concernedf
dForvsome of the,products‘on<the Inport ControlgList,:‘
for example coffee and beef, there are nolquota.limits,
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or. quotas may be‘imposed sporadically.« Although'permits'
are required 1n order to import these products, these are ..
1ssued freely on request ‘

“IMPORT SURVEILLANCE"

Beglnnlng 1n 1975 the Government 1ntroduced an

"1mport survelllance" system, under the general authorlty
covering the conclus1on of 1nternatlonal arrangements

and agreements.,These commonly contaln "equity clauses"
relatlng toﬁlmports into Canada from thlrd countrles.,f
This system serves to monitor the flow of imports of

‘textiles and clothing products which are not subject to

quantitativeslimitations under bilateral restraint agree-

.ments with exporting countries,dbut:which.neVertheless

are considered to be "sensitive",' Importers are required
to obtain individuai import permits which are freely'
granted on condltlon that spec1f1ed 1nformatlon about
contracts, dellvery dates. and other such matters are

provided. In effect, the system operates as an early

4warn1ng system which can fac111tate the quick 1mpos1tlon h

of quantitative. controls. 1f these are deemed: necessary.

The system can also act as a dlscouragement to. the develop—
ment of trade 1n products under survelllance.v The paper—
work delays and expense. involved in. obtalnlng the re-
qulred permlts, as in the case of 1mport permlts generally,A

become translated 1nto»h1gher retail prices for consumers.

It should be. noted’that the importation of a)range

.of products 1nto Canada is- controlled or prohlblted under’

a varlety of other 1eg1s1atlon apart from the Export and
Import Permlts:Act and for a variety .of purposes lnclu—
ding health and;safety and to meet labelling requirements.
For'example,.imports of wheat, oats;'anddbariey and their“
products are.controlled under the Canadian Wheat Board Act,
and llcences for the import of these products are admini-
stered by the Canadlan Wheat Board

96




- EN N ED N R N S ER BN WS Y W

CHAPTER 8

" IMPORT - RESTRICTIONS ON FOOD PRODUCTS

An extens1ve network of 1mport controls is 1mposed

.on food,products by_the_Government 1n_order to_defend a

variety of- agriculturaldsupply management‘and other proé

grams, ‘that have been. establlshed to support domestlc

‘pr1ces of the products concerned and to support the 1n—'

come of domestic producers. Consumers have an obv1ous_and-l

large interest in these controls on external sources of
supply asywell as in the operation of the programsdthem&
selves, which generally result in higher consumer prices.
It 1s, of course, difficult to dlsentangle the consequences
for consumers of the 1mport controls from the other effects.n
of the operatlon of ‘these programs. In the words of the' |

Economic Council of Canada, 1mport controls are a-

\"standard adjunct“ to supply management Drograms.l

GATT RULES A :

"The- GATT rules exert some constralnt on the 1mpos1tlon
of. 1mport ‘controls on- food products, Wthh ‘are widely ’V
used by many countries. Artlcle XI tolerates quantltatlve
restrlctlons on- agrlcultural products -where these are

necessary in order to implement domestic programs that
limit quantities.produced or marketed; such import re-.

,strictions,‘however, must notfreduce the. quantities of -

imports relative to domestic production. The conformity
with. the GATT rules of Canadian import controls in this

area is questionable,’as.are'thepimport policies_of many

~ other GATT members. However, the GATT rules serve to give

some - protectlon to Canadlan consumers agalnst abuses in -

thlS area; the agrlcultural 1mport measures 1mposed by

Economic Counc1l of . Canada, Reformlng Regulatlon, Supply
and Services  Canada, 1981, Chap. 6, p. 55; see also -
Food Prices Review Board, Flnal Report, 1976, pp. 42-45.

97




- - -

1GATT member countries are often challenged in GATT andb“

as a result are. occa51onally modified.

"It 1s also of interest from a consumer nerspectlve

" that as a result of the Tokyo Round a new GATT "Standards
" Code" was adopted by wh1ch Canada and other 51gnator1es
. have commltted themselves not to create unnecessary ob—

stacles to 1mports by the use of product standards. Such

standards, applled for health 'safety and a variety of

other reasons, can also be used for protectlonlst pur-

. poses espec1ally in . the food products area, -and Operated

.so as to adversely affect the 1nterests of consumers.

The following are among the main areas of import
controls ‘on food products of special . 1nterest from a con-
sumer perspectlve. '

CEREAL PRODUCTS | o e L
Under the Canadlan Wheat Board Act the Board must

'llcense all imports of wheat oats and barley, ‘and thelr

products. Llcences for these gralns and their flours are
rarelyvissued although some quantltles of oats and barley
were . licenced for import 1n_l980.to_meet.d0mest1c scarci-
ties. A range of designated products‘manufactured from
these grains may be imported freely under “Special Blanket
Import Llcences" ~but these products ‘can only be 1mported
in. small consumer—51ze quantltles, which 1ncreases their
prlce to consumers. For example, batters and mixes,
breakfast cereals, and boxed baby food can only be 1mpor~
ted in packages of one pound - or less~ canned baby food in
contalners welghlng a -half-pound or less- and pasta pro-
ducts 1n packages of five pounds or 1ess. Fresh bread,

'blscults ‘and pastries, however, can be imported freely,

subject to payment of whatever customs dutles are appllcable,,
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thesevduties are generally modest,vwhere they ekist.2

DAIRY PRODUCTS | |
.Under the Canadian Dairy Commiss10n Act the
Governor in CounCil may place on, the Import Control List

any product "the import of which he deems necessary to

control ‘for the purpose of implementing any action taken
under this Act to support the price of. any dairy pro-
duct". All dairy products are on the List. Apart from

cheese, imports of dairy products are rarely permitted. 3

For cheese, an annual .impoxrt quota of 50 million pounds
was introduced in 1975, but was reduced to 45 million

poundsyin 1979 despite continued_growth inloverall

domestic consumption. . Moreover, European ‘exporting

countries have agreed to certain minimum priCing

_arrangements for sh1pments to Canada, covering even

_types of cheese that are not produced here, which raise-.

their price for Canadian consumers.4~

- BGGS, TURKEYS AND CHICKENS

The Farm Products: Marketing AgenCies Act came into
force in,l972 and establishedba basis for the creation
of marketing'boards'forﬁfarm:products_other-than those .
covered by the Wheat Board Act. ‘and .the Dairy Commission
Act;f To date, marketing boards have been established
for .eggs, turkeys and chickens,'involv1ng supply manage-
ment. programs that control not only domestic production,

prlces and trade, but imports as well. On: the adVice of "

the marketing agency concerned the Department of Agri-

culture effectively determines annual 1mport quotas for

these products, and any supplementary quotas that may be

.'2Revenue Canada, Memorandum D55 .25,

3Canadian Dairy Commission, Annual Reports.

For a detailed review of Canada's cheese import polic1es,‘
see Canadian Importers' Ass001ation, ‘Cheese Imports in
-the 1980's, March 1982.
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permitted ' Thevquantities of imports allowed entry into

Canada vary from year to year, ‘but represent a small pro-

portlon of domestlc consumptlon.5

BEEF AND VEAL

Import control measures of various klnds were im-

posed during several perlods durlng ‘the 1970's, 1nclud1ng
export restraints by’ Australla and New Zealand under
bilateral arrangements; in"addition, health regulations
prOhlblt the 1mport of fresh and. frozen meat of- all klnds

jfrom all but a few countries. A new ‘and flrmer bas1s for

restricting exports-has recently-been establlshed in the‘

form of a Meat Import Act that was- passed by the House of.

Commons in December 1981 (Bill C- 46) , and Wthh so far

-covers only beef. and veal. ‘Under th1s leglslatlon "such

restrlctlons...as thé Minister cons1ders approprlate"

may be imposed on beef ‘and veal lmports by the M1n1ster>'
of Agrlculture, with the concurrence of the Mlnlster of
Industry, Trade and Commerce. The restrlctlons may be
1mposed at any tlme, and for any. perlod It 1s not neces-
sary to demonstrate that domestic ‘producers are- ‘being
1njured by ‘imports. No consideration need be given to

the ‘interests of consumers (or to national interests) al-

though the Act requires the appointment of an_adVisory‘

committee, one of whom is to represent "consumers", which

may be COnsultedgat»the‘discretion of the Minister.
Import‘controls may.be.replaced-under this Act. by controls
administered by.exporting.countries.. Limitations on the
size of 1mport quotas exist as a result of commltments
entered into by Canada_w1th1n"GATT with Australla and -

New Zealand. At present, .no quotas‘are:actually in effect,

SNational Farm Products‘Marketing'Council, Annual Reports.
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and beef and veal may be. 1mported under a General Import
Permlt ' ' '

It is- of 1nterest that no domestlc supply management
programs ex1st for beef and veal, Wthh mlght legltlmlze
the - 1mpos1tlon of 1mport controls under GATT rules.~

CONSUMER INTERESTS'

The 1mport systems for these major areas.of food

products should give rise, to partlcularly great concern

from a consumer perspectlve. There are . almost no elements

in these -systems that protect consumers. The systems are

not only de31gned to serve. the interests of producers and

processors, but are effectlvely operated by them, under
legislation that gives: them v1rtual monopoly power over
imports as well as over domestlc productlon, Dr1c1ng and

‘marketlng.

The import systems for.these food products;‘moreover,
are partlcularly comolex and impenetrable to outs1de
scrutlny.; They are structured so as to make it’ -almost
1mposs1ble for ‘consumer 1nterests to 1nfluence their.
operatlon, and to seek more liberal :access- for 1mports :
into the Canadian market.»‘In these circumstances, it is'
1ronlcal that the GATT rules .and pressures from exportlng

: countrles may. represent in this areas. the main safeguards’

for Canadlan consumers agalnst systems that are essentldlly
hostile to thelr interests. o ' ‘

It is noteworthy in this regard that the.Economic_‘i
Councileof Canada, 1n 1ts ‘recent report coverlng supply )
management programs, called - for an overhaul of these pro-.
grams;.and it recommended that if significant import .
protection is to be malntalned _1mport guotas should be .
replaced by tarlffs.6 : '

6Economlc Councll of Canada, p.c1t., p. 66.‘
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- CHAPTER 9

‘ GOVERNMENT DEPARTMENTS '

ThlS chapter examines the functlons and roles of
government. departments and agenc1es concerned with' trade
pollcy, and the extent to whlch consumer: 1nterests are

‘taken into account 1n the development and 1mplementatlon

of trade measures at the bureaucratlc level._

'DEPARTMENTAL RESPONSIBILITIES

 Until a reécent reorganlzatlon of departmental res-
pon51blllt1es, the main responslblllty for Canadlan trade

pollcy rested with three.departments;»Flnance, Industry,

‘Trade and Commerce,'and External Affairs.; The respons1—

bllltles of the two last departments in thls area have
now been comblned National Revenue carrles major res-—

'pon51blllty for the 1mplementatlon of . the customs tariff

systen. The. departments of Agrlculture, Flsherles,-

. Energy, Mlnes and Resources, Consumer and Corporate

Affalrs, and others have a varlety of trade policy

interests in. areas of thelr respon51b111ty, and participate~

in the development. and 1mplementatlon of pollc1es of

special- concern -to them.;

. The 1ncreased use of quantltatlve 1mport controls as
a. trade policy 1nstrument ‘has led- to a modificiation of

traditional patterns of_responsrblllty_for trade pollcy

among government departments.;'New arrangements were .- !

needed”to reach agreement on recommendations to Ministers
for the use of " quantltatlve controls, thelr severlty and

thelr duratlon. New arrangements werevrequlred_to_lssue

lSee‘David R. Protheroe;, 'Imports and Politics, - Institute.
for Research on Public Policy, Ottawa, 1980. Chapter 5
‘discusses the responsibilities and functions of ‘govern-—
nment departments and agencies in trade pollcy areas.
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import permits'and generaily'administer quota arrange4»
ments"imposed on the import side.' New arrangements |
were needed to negotlate bllateral restralnt arrangements
w1th exportlng countrles, to superv1se the flow of. 1m—_
ports under  these arrangements, ta part1c1pate 1n:GATT'
negotiations and on-going GATT supervisory arrangements
relating to the use of quantitative import'controis,>

Thesexchanges tended to shift the balance of in-
fiuence over tradeupolicy towards departments or sec-

tions of departments'with important'"import protection‘

"constltuenc1es" such as- the industry. 31de of Industry,

Trade and Commerce, and certain sections of Agrlculture,
and away from departments or sections of’ departments con-
cerned with Canada' S ‘export lnterests, or with more
generallzed responSLbllltles for trade policy. such as
Flnance -and External Affairs. Internatlonally, and

'w1th1n GATT Canada's" traditional role as a major defen— N

der of a. llberal and open trade system was correspon-_
dlngly weakened In Ottawa, these changes tended to
work: agalnst ‘the- 1nterests of consumers, as Canadlan trade

.pollcy became 1ncreas1ngly preoccupled with safeguardlng

the 1nterests of Canadlan producers.

MANDATE OF THE DEPARTMENT OF CONSUMER
AND CORPORATE AFFAIRS
The establlshment of the Department of Consumer and

'Corporate Affalrs 1n 1967 represented a con51derable ad-

vance for the consumer movement in Canada, and pr0V1ded a .
new ba51s for the 1nsert10n of consumer 1nterests into.
trade pOllCY development and 1mplementatlon.2 It is
regrettable that the "dutles, powers and functions of the

The Department: was establlshed by the Department of Con-
sumer and Corporate Affalrs Act of 1967 68, R .S.C. 1970
‘Chap: C- 27 , _

103



Minister“.listed'inVSectionv5.of the Act do not include.
a specific'reference to trade policy and especially':
import pollcles -and tarlffs, since few areas of govern-

- ment pOllCleS have a greater 1mpact on Canadlan consumer

1nterests. HOWever Sectlon 5 includes a general )
reference to "consumer affalrsF, and Sectlon>6.of the.
Act directs the Minister to- carryaout a'ranQe ofvactivi—
tles des1gned to protect and assist the interests of
Canadlan consumers. Thus the Act clearly authorlzes, in-

deed it requires, the Department of Consumer. and Corporate

'Affairs-to'involVe'itself‘invthe deVelopment andvimplemené

tation .of trade policy for the‘purpose-of ensuring that
the interests of consumersare taken into account.

' The .role and responsibilities of the Department of
Consumer and Corporate Affairs 1n the area of trade policy
may be dlstlngulshed from its role ‘and functions (a) ‘in-
such areas as product safety, hazardous substances, and
product labelllng, and (b) in the area of . competltlon Sl
pollcy.

PRODUCT STANDARDS

“In the area of product standards, theﬂobjectives

of the Department may be regarded as promoting the pro-
vision of adequate information about consumer products,
ensurlng that such products meet acceptable standards of
quallty, hyglene and safety, . obllglng producers to respond

_ to-.consumer complalnts, protectlng consumers. against:

false advertlslng, and so on. tLeglslatlon andlregulations_
to secure these objectlves, such as the'ConsumeriPackaging
and Labelling Act the Textile. Labelllng Act, and the _
Hazardous Products Act ‘have 1mportant consequences for
1mported goods as well as domestlcally produced goods.
Such 1eglslatlon and regulatlons 1n Canada and other.

countrles.havevbeen recognlzed to;have 1nc1dental»and
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often deliberate trade restrictive effects- and if- they

vv‘are deliberately used for protective purposes, product,

standards requirements could work against the interests

of consumers, rather than in support of their interests.
- From a trade policy perspective, accordingly, the Depart—

ment has an interest,in;ensuring,that.its own product

“standardsfregulations,Aand‘those administered by other
departments such-as Agriculture, do not operate to dis-
criminate unreasonably against imported products. - - Indeed

the Government has assumed obligations to avoid- the use

of product standards to raise unnecessary barriers to
1imports, as a signatory to the Agreement ‘on Technical

Barriers to Trade (Standards Code) which was concluded

rduring the Tokyo Round

COMPETITION POLICY

The role of the Department in the area of competition

policy may similarly be’ distinguished from its role with
respect to trade policy.’ In this area, and Within the

framework of the Combines Investigation Act, the Depart—
ment is concerned With mergers, ‘monopolies,- arrangements

" to. reduce competition and other restrictive trade prac-

© tices, With the ! objective of safeguarding the. competitive-

ness and effiCiency of Canadian markets. - Consumer -

‘interests in these areas are. generally ‘quite different

from those in the area of ‘trade policy In the one, trade
restrictive measures among business firms are generally

involved on the other, it is import restrictive measures
imposed by the Government that are of concern.,.In Canada,

and in other countries,,the two sets of issues are

~generally dealt with separately, and by different units

and departments,.Within'the government. Internationally,
as. well -the two sets of issues are dealt With under

different institutions. and rules.
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There may be certa1n areas where trade pollcy and
and competition pollcytmay overlap. For example, one .
reasons sometimes. glven for the use of antl—dumplng
dut1es is to prevent so—called "predatory dumping". The.
motivation for this form of dumplng has been described
as "to ellmlnate a competltor ‘in the importing country

and then subsequently to cease dumplng, to raise prlces,

and to. extract a monopoly proflt"'3 .Predatory dumping does
p .

not appear to be- common, however, at least in Canada.
Professor Stegemann recently told a Parllamentary
Committee: "I would submit that there has not been a
slngle case since the Antl-dumplng Act came into. effect
in 1969 in which it could have been argued that foreign
suppllers would galn substantial monopoly power by
dumping in ‘the Canadlan market". ‘

CCA. TRADE POLICY. INTERESTS

Within. the departmental structures, the insertion of

:consumer 1nterests into. the development and implementa-

tlon of trade pOllCY has faced serious obstacles from the
beglnnlng. In trade policy areas, government leglslatlon
and pollcles are largely deslgned to serve. the 1nterests
of ‘domestic producers and exporters, w1thout much regard

for consumer 1nterests' and they operate, moreover,_w1th1n

a. set: of 1nternatlonal rules desmgned to protect 1mpor—
ter and exporter 1nterests. 'Officials charged w1th con-
sumer 1nterest responsibilities tend to approach trade
policy dlscu551ons with a ‘background of mistrust about
the tradltlonal operatlon of trade pollcy ‘The "old

hands" in other departments, not unnaturally, ‘have reacted

3Rodney de C. Grey, The Development of the Canadian Anti-
dumping System, Prlvate Plannlng Assoc1atlon of Canada,
1973, p. 4. - -

4M1nutes of Commons Sub—commlttee on Import Pollcy,
January 28 1982.
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with a wariness towards the newcomers charged With pro-

tectlng consumers,‘and may be d1s1nc11ned to consult them

regularly and to take them into their confldence..;

.phA_related dlfflculty may be the result of the in-
herent»lmmoblllty of bureaucratic structures. Gllbert

- Winham observed in his study. of trade policy processes

during the Tokyo Round: "In most issue areas, and cer-

"tainly in commerc1al policy, the actual making of trade

,policy is a bureaucratic act1v1ty....The nature of bureau—_
cratic act1v1ty is that it is a learned response to a
set of problems.L It handles the. problems for whlch it .

was created very well, but it does not. ea31ly adjust to

new 1ssues" 5.

Efforts to protect consumer 1nterests have not
eas1ly fltted into the existing “bureaucratlc act1v1ty"

Finance Department with its general respons1b111t1es

for domestlc economlc ‘policy, may. be 1nc11ned to take a
'broader view of consumer interests in trade pollcy areas-
but. Finance Department also -has a long establlshed res—.,
pon31b111ty for import protection measures w1th1n the
tariff system, for anti- dumplng pollc1es and, at an
earller period, for quantltatlve controls under: bl—
lateral or multilateral arrangements. Industry, Trade

and. Commerce has- untll recently carr1ed primary respon31b111t1es

far the support of Canadlan exports and opening forelgn
markets-»but it also carried major and often confllctlng

respons1b111t1es for -the development of Canadlan 1ndustry

External Affalrs has been prlmarlly concerned w1th

adVanc1ng Canadlan 1nterests 1nternat10nally, rather than

5Gilberth. Winham, “Bureaucratlc POllthS and. Trade
Negotiations", in International ‘Journal, Canadian
Institute of International Affairs, Wlnter_l978 9.
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consumer interests at home.v To a degree, the interests
of CIDA overlap those of Consumer and Corporate Affairs

in trade policy areas. However, CIDA interests'are'

; generally llmlted to issues 1nvolv1ng only the developlng

countrles, and, 1mportant as’ these are, they are _
narrower than those ‘which consumer 1nterest officials
must pursue over a broader range of 1mport and tarlff

policies. Moreover, the poorer .and less developed coun—

tries of the Third World where CIDA's interests. tend

to be concentrated, are generally not the main targets .
of Canadlan 1mport restrlctlve measures.6

C.C.A. RESOURCES . IN TRADE POLICY AREAS

The Department of Consumer and Corporate Affalrs
does not appear to have always been able to devote
suff1c1ent resources to. 1ts work -in trade ‘policy areas,

~and to have played a- cons1stently actlve role in inter-

departmental dlscuss1ons in this area. Other depart-
ments-such-as Flnance, IT&C, External,Affairs and Agri-
culture_have, of coﬁrse, accumulated over the yearsva
great deal of ekberience'and expertise in these areas;
and relatlve newcomers in the fleld have- 1nev1tably been
at a dlsadvantage in pursuing thelr interests in 1nter—
departmental discussions. It is essential that cca
officials carrylng respon51b111t1es in this area have
suff1c1ent experience and continuity in offlce to deal

confldently with the complex of issues, leglslatlon, .

. practice and 1nternatlonal rules relating to trade

pollcy, the Department also requires sufficient resources'
to engage. effectlvely in. 1nterdepartmental dlscuss1ons
at several levels of responsibility.

6See‘Margaret A.-Biggs, The Challenge: Adjust or Pro-
tect?, North-South Institute, Ottawa, 1980, for a study
of Canadian import policy = from the perspectlve of the
1nterests of developing countrles.
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- The need for'adequate resources and’expertise in

trade pollcy has increased as a result of the. grOW1ng
_complex1ty of trade legislatlon and regulatlon in

Canada, in the United States and other trading partners,

-and 1n GATT and - other 1nternatlonal bodles concerned

w1th trade 1ssues. The complex1t1es of the trade pollcy_.
system were 1ncreased greatly as a result of the Tokyo’

Round, and the outcome of negotlatlons to contlnue the

'Multlflbre Arrangement The Canadlan 1mport system,

moreover, is llkely t0 become ‘even’ more complex as a.

result of prospectlve leglslatlve changes.

_ The . recent amalgamatlon of the forelgn trade ..
functlons of ‘the Departments of Industry, Trade and

Commerce - and. External Affairs may 1mprove somewhat ‘the

1nterdepartmental process of pollcy development from

a CCA perspectlve.w The new. organlzatlonal structure may

lead to 1mproved management and coordlnatlon of trade

~pollcy, fac111tat1ng a more effectlve 1nput by Consumer'

and - Corporate Affairs. Also, the separatlon of the
forelgn trade sector of Industry, Trade and Commerce' ‘
from its 1ndustryforrented sectors should Shlft Canada's
trade policy somewhat;away from an excessive preoccupa—'f
tion with the interests of domestic producers. A -

‘situation of change in»the_management of Canadian trade

policy offers in itself an opportunity for Consumer and
Corporate Affairs to seek to insert consumer interests‘,
more: effectlvely into 1nterdepartmental processes 1n
this area.

RESEARCH AND ANALYSIS o |
A further and serlous obstacle to the . 1nsertlon of

consumer interest into the. development and implementation
of Canadian trade policy arises from the_weakness_of-the
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base of research and analysis w1th respect to consumerf

1nterests 1n thlS area. A rev1ew of avallable studles'

'indicates a remarkable lack of attention to consumer

interests in trade policy 1ssues,'and to the costs to
consumers.ofplmport controls and tariffs. ‘Moreover, an
‘examination of the records of the work of the Tariff
Board, Anti-dumping Tribunal and'TertiIe and Clothing
Board indicates that these bodies, ‘in performlng thelr -
varlous tasks, have not generally carrled out the
research and analys1ssneeded to identify consumer
interests in‘the issues before them, measure these
interests, and balance them against the interests of

producers and otherslin the community. Indeed, the

- framework of reference within which the Anti-dumping

Tribunal operates, and also within which food import

policies'are determined} Virtually precludes-anylcon—

sideration of the interests of consumers. It is also

evident.: that the Economic Council of Canada, 1ndependent
research 1nst1tutes and universities have not devoted
much attention to consumer lnterests n trade pollcy,

~although some valuable work has been done in this area

by the_Counciltand.within,the North-South Institute.

In these 01rcumstances, 1t 1s of interest. that
proposals for new leglslatlon on 1mport policy now under

cons1deratron in Parllament open-upvthe questlon of the

_functions'of the Tariff Board, Antifdumping-Tribunal

and Textile and Clothing Board It is for considerationd
whether the - "jud1c1al“ functlons of the Tariff Board
should be divided from its ‘other functions, and these

-others COmbined-with_thOSe of the Tribunal and the'TCB

' within a new amalgamated body. Such a new body mlght

then be glven a broader mandate. and ‘the needed resources
to carry- out a contlnulng program of 1ndependent research
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and analy51s in trade policy areas, and to make recom—:

mendatlons to ‘the Government on partlcular pollcy

1ssues. It would be essentlal of course, from a

consumer perspectlve, that the mandate of any such new
body should-lnclude thekldentlflcatlon of consumer

interests,.theif measuremént and an evaluation of con--

. sumer 1nterests in- recommendatlons and adv1ce to the'
Government.
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" CHAPTER 10 -

CONCLUSIONS AND RECOMMENDATIONS

The conclusmons and recommendatlons ‘based on this
study are . as follows.

CONCLUSIONS _ o ‘
1. Developments in Canadian trade policy over re-
cent years have adversely and'seriously affected the _
1nterests of consumers. Beglnnlng in the early 1970' s

a series of protectlonlst trade leg1slatlon has been |
adopted within the framework of wh1ch Canada's trade
system has been changed from a system ‘based largely on
the customs tariff to a. system that 1ncorporates a large
number of quantltatlve restrlctlons and controls on im-
ports, especially 1mports of consumer goods. Restr;ctlons
and . .controls now are imposed on 1mports of almost all '
clothing*and many textile products from "low coSt"'sour—
ces, non-leather footwear from all sources, a w1de range
of important. food products, and . automoblles from. Japan.
Thus, -import controls are 1mposed on goods ‘that represent
a large portlon of non- hous1ng expendltures by  consumers.
Moreover, proposals for new legislation now before ,
Parllament would facllltate and. extend the use of quant1~

tatlve controls and other spec1al 1mport measures. .

2. This proliferation of“"new protectionism". has
been. offset only to: a small extent by reductlons in
Canadlan.customs;dutles_on consumer goods as a result of
GATThnegotiations in the Kennedy Round and the Tokyo
Round. - While the average level of duties has been sub-
stantlally reduced dutles rema1n above 20 per. cent on
clothing, many textlles and -footwear, and remain. above
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10 per cent bn‘é long list:of-other c¢nsumer products.
.Duties-on.many’importS'from Britaih-have actually been

increased recently. Also, a greater use has been made

-of'Speciél antifdumping~duties, many of which are impoéed‘

on consumer goods; = and the value for duty of some other
consumer gddds ffbm'a'number_dflcqunt:ies has been in-
creased by "Ministefial.prescripfionﬁ,’leading'tO~ine
creases in their import price. - i ‘

3. During this period Canada's trade sYétém, espe~- -
cially the import system, has become more complex and
legalistic, less_transparent;jénd genérally-cqmpfehen4
Sible only_to_SpecialiSts in.the_field.u This places at
a disadvantage'brbadly-baSed'consﬁmér,groups in«éeekihg
to pfoteét their legitimate iﬁteresﬁsiin the operation
of the;sYstem; as compared: with well organized interest.
}groups_Wiﬁh greater resources to engége the“serviceSEof
specialists in pursuit of their interests. |

4. The legislation adopted in recent years; and the
import measures imposed under'this.legislation, have sub-
stantially increased the bias in Canadian trade policies

against the interests'of consumeré and in favour of the.

interests of domestic producers, processors and manufac- .

turers. The restrictions and controls imposed under this

légiSlation,dn imports ofvclpthing,‘textiles and footwear'

have been put 'in placé-to protect domestic producers

against the existeﬁcé'or,threat of injury from competing
imports;‘_ahd_the ﬂumerous_restriétions on imports of food
pfoducts are integfalVParté of1domestié progranms designed
t@ maintain of»incréasg producer prices and incomes. High

’tariffs, anti-dumping dﬁtiés‘and other tariff measures

are similarly. imposed largely to*b:otect thefinterests of
domestic producers. ' ' ‘
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S.u The burden of these import restrlctlons, controls,

'hlgh tariffs and additional duties is large and has g'

fallen largely on- consumers,,espec1ally lower 1ncome_
cOnsumers._‘Their impact has undoubtedly added to 1nfla—_'
tion in Canada. Controls‘on 1mports of cloth1ng alone
in the slngle year 1979 have been est1mated to- result in-
costs and losses to consumers amountlng to around $47O

-million, Wlth the burden falllng dlsproportlonately on.

" lower 1ncome ‘groups.- Nevertheless, the framework of

legislation and other ‘governmental mechanisms W1th1n
which these measures are imposed has been structured so
as to discourage and,in some casesﬂto*preclude inputs'by
consumer groups in support of their legitimate interests.
The Anti- dumping Tribunal, fox example, is- v1rtually

precluded from hearing presentatlons from consumers in -

‘1ts inquiries into pos51ble 1njury to domestlc producers

arising from 1mports, and consumer interests have generally
not been adequately presented at 1nqu1r1es by the Textlle
and Clothlng Board or the Tariff Board on the basis of
which decisions are made by the Government on the use .of
special import. measures to protect-domestlc.producersr
These ‘bodies, moreover, generally give -inadequate con—':
s1deratlon to consumer 1nterests in reachlng their f1nd1ngs
and recommendatlons to. the Government oh special protectlon-
for doméstic producers.

6. The general lack of recognltion bothfwithin_and'
outside government of the,important_interests of consumers
in trade policy areaslhas'contributed~to the neglect.of:
their interests in the process of developing andjimplef'
menting Canada's trade policies and practices. There’is
a need -for the creatlon of an independent body w1th1n the

trade pollcy system with a mandate and resources to

1dent1fy consumer- 1nterests in trade pollcy 1ssues, measure o

and evaluate these 1nterests, brlng them to publlc
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attention, and'ensure“thatvconsumer_interestspare takenp
fully into account-in-recbmmendations to Ministersvon”
trade policy issues. This need might be met by amal#'
gamating_the investigativefandoadvisory'functions.of ~
the Tariff Board, the Anti<dumping Tribunal and the
Textile and Clothing Board, as has been suggested during

recent hearings by the Commons Sub-committee on Import

~Policy. It would be essential, however, ‘that thelman-'f

date of any new body of this'kind should‘include a
requirement to take consumer interests fully into account
in carrying out its respons1bilities._A

i.7, The Department of. Consumer and Corporate Affairs

has made a useful but uneven c0ntribution o the in- -

‘sertion of consumer interests into the interdepartmental

process of: developing and implementing Canadian trade
policy. These efforts have been supported from outs1de
byvthe Consumers' 'Association of Canada and‘other groups,
but these contributions have s1milarly been uneven. The.
Department may not: always have devoted sufficient re— |
sources to its work in trade policy\areas,;thus weakening
the role it has been assigned in the process of formu- .
lating recommendations’and{advice:to}Ministers on trade -
policy issues, within theiinterdepartmental structure. _
Moreover,  the Department:may not always.have distinguished
its work_in the area of tradegpolicy'fromtits work in \

other areas of consumer protection, and with respect to

' restrictive trade practices. The issues arising in these

various areas are of a different order, in trade policy
areas, the issues largely involve 1mport measures taken

- by the Government itself which adversely affect consumers.fu

115




A Er S R aa
, .

should ‘give h1gh

RECOMMENDATIONS\

1. The Depkrtment of Consumer and Corporate Affairs
| riority to the development of a stra-
tegy. for the protectlon of consumer 1nterests in trade:
policy areas. The general goal of. such a strategy

should be to ensure that the 1nterests of consumers are‘

taken fully into account in the. development and 1mplemen—

. tation of trade pollc1es, espec1ally 1mport pollcles.

2. A main longer term objectlve of such a strategy
should be the restructurlng of Canadian trade leglslatlonf

.and other elements in ‘the trade pollcy system, so as to

remove the negatlve features Wthh adversely affect con-

»sumer 1nterests, the system should be restructured to

ensure that the process of. developlng and 1mplement1ng
trade pOllcy will requlre the 1dent1f1catlon of consumer
1nterests, the measurement of these 1nterests, and their.

~evaluatlon in relatlon to those of producer groups.and_
other broader natlonal 1nterests. ' '

3. An immediate . objectlve of such a strategy should
be to create 1mproved structures. for. independent inf,.
vestigations, analys1s and advice to. the Government on.
tradelpollcy issues that would 1ncorporate~requ1rements
and:procedures:designed to ensure that'consumer interests.

are taken fully into account. Support should be. given

to proposals for the reorganlzatlon of the 1nvest1gat1ve

and adv1sory functions of the Tariff Board the- Antl—
dumping Tribunal and. the Textile and Clothlng Board so .
as to create a slngle 1ndependent and author1tat1ve body,
with greater resources to analyse partlcular pOllCleS )
and issues, to conduct public hear1ngs, and to prOV1de
advice to the Government It would be - essent1al however,

that such a body, in carrylng out 1ts tasks,‘should be

‘116




specifically requlred to 1dent1fy and assess consumer ‘
interests and take ‘these 1nterests fully into account in
maklng its. recommendatlons to the Government, In addltlon,-
the Department should encourage the Economlc COunCll of -
fCanada, 1ndependent research 1nst1tutes and. unlver51t1es

to give greater attentlon in their programs to consumer
aspects of Canadlan trade pollcies.

4. . The Department should'ensure that'sufficientv~
resources are devoted to its rOle.of'safeguarding the ,
interests of consumers in the development'and'implemenﬁﬁ
tation of Canadian trade pollcles, especially on the
“import side. It should engage itself fully 1n all inter-
departmental dlscu531ons of trade policy 1ssues, and be
adequately represented on all senior level bodles deallng
with these issues. 1In particular, the Departmentjshouldf
participate fully in'discussions'of_proposals for new: -
trade strategiesvforVCanadavin the 1980fSIWhich'have‘been

requested»by Ministers.

The Department of. Consumer and Corporate Affalrs
should encourage the Consumers' Association of Canada and
other consumer groups to take a strong and contlnulng
interest 1n trade policy developments, and give its support
to these efforts. It should monitor the’ act1v1t1es rela—‘
ting to.trade policy of consumer groups in the-Unlted _
'States, European countrles and elsewhere. It should B
strengthen its links w1th departments and agenc1es in other
governments ‘which play a‘role in the ‘protection of consumer
1nterests in’ the trade pollcy area; and it should part1c1pate -
- fully in Canadlan act1v1t1es in 1ntergovernmental organlza—'
tions such as OECD and GATT, when trade policy issues of

spec1al concern to consumers are.on“the agenda. .
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APPENDIX 1.

ILLUSTRATIVE LIST OF:CUSTOMS DUTIES

ON SELECTED CONSUMER GOODS

Product -
Clothing

Man-made textile products

‘Gloves‘and mittens

Cotton sheets and towels
Blankets, wool and synthetic
Hats and caps

Footwear -

Scissors,. Shears
Glass tableware
Tablespoons, knlves, forks

Chlnaware

Bicycles
Baby. carriages

- Golf clubs, tennls racquets and baseball ‘bats
" Skis and fittings-

Sallboats, skiffs, canoes
Perfume
Jewellery

Toys

Canned. meat ham, poultry

Tomato ketchup, other vegetable sauces and juice
Corn oil, sunflower 0il, peanut oil

Canned peaches,‘cherrles, apricots

Strawberry jam

Soup mixes
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MFN Rate

22.5
25.0
25.°0
22.5
22.5
20.0
22.5
22.5
17.5
20.0
17.5
11.3
17.5
17.6
12.5
11.3
11.3
15.0
12.3
13.2
12.5
15.0
15.0.
15.0.
15.0
15.0
13.6
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Appendix 1 cont'd. -

Chocolate bars and candy
Jellies, jams, marmalades
Cocoa \ '

Nuts of all kinds

MFN. Rate

12.5
"10.0

10.0
10.0

Sdutce: Customs Tafiff, Schédule A, Januaty 1, 1981l. . The. :-
MFN rates shown are those that will be in effect
in 1987, after the reductions agreed to during

the Tokyo Round are fully implemented.

‘Many of

these rates are higher at the present time. For.
a number of products. somewhat lower rates exist -

under the  BP and GPT schedules.

122




LKC
HF 1480 .S86 1982
Consumer interest in Canadian trade pol

DATE DUE

DATE DE RETOUR




e o= o = o am m @ e wm m wmm m a w &



