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·1· · · · · · · · · P-R-O-C-E-E-D-I-N-G-S

·2· · · · · · · · · · · · · · · · · · · · · · 10:00 a.m.

·3· · · · · · ·MR. BURCH:· Will the room please come

·4· ·to order?

·5· · · · · · ·MS. GRIMBALL:· Good morning, and

·6· ·welcome.· The Office of the United States Trade

·7· ·Representative, in conjunction with the

·8· ·Interagency Section 301 Committee, is holding

·9· ·these public hearings in connection with the

10· ·Section 301 investigations of acts, policies,

11· ·and practices of various economies related to

12· ·the failure to impose and effectively enforce a

13· ·prohibition on the importation of goods produced

14· ·with forced labor.· The United States Trade

15· ·Representative initiated these 60 investigations

16· ·on March 12th, 2026.

17· · · · · · ·On June 2nd, 2026, the Trade

18· ·Representative published his determination that

19· ·the acts, policies, and practices of each of the

20· ·60 economies subject to these investigations are

21· ·unreasonable or discriminatory and burden or

22· ·restrict U.S. commerce and are thus actionable
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·1· ·under Section 301(b)of the Trade Act of 1974.

·2· ·Specifically, the Trade Representative

·3· ·determined that 54 of the investigated economies

·4· ·have failed to impose and effectively enforce a

·5· ·forced labor import prohibition and that six of

·6· ·the investigated economies failed to effectively

·7· ·enforce a forced labor import prohibition.· The

·8· ·Trade Representative determined that the failure

·9· ·of each of the investigated economies to impose

10· ·and effectively enforce a forced labor import

11· ·prohibition is unreasonable and burdens or

12· ·restricts U.S. commerce.

13· · · · · · ·In addition, USTR issued a report based

14· ·on the findings obtained during these

15· ·investigations that supports the determination

16· ·that the failure of each of the 60 economies to

17· ·impose and effectively enforce a forced labor

18· ·import prohibition is actionable under the Trade

19· ·Act.· This report is available on the USTR

20· ·website.

21· · · · · · ·In the June 2nd notice, USTR announced

22· ·proposed trade actions in these investigations.
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·1· · Specifically, the Trade Representative proposed

·2· ·that appropriate action includes additional

·3· ·duties on all products of the investigated

·4· ·economies, except as provided in Annex A to that

·5· ·notice.· For economies that impose a forced

·6· ·labor import prohibition have taken on

·7· ·commitments related to forced labor import

·8· ·prohibitions through an agreement on reciprocal

·9· ·trade, or have imposed a partial regime with the

10· ·effect of preventing the importation of certain

11· ·forced labor goods, the Trade Representative

12· ·proposed 10 percent as the rate of additional

13· ·duties.

14· · · · · · ·For all other economies, the Trade

15· ·Representative proposed 12.5 percent as the rate

16· ·of additional duties.· The Trade Representative

17· ·also proposed a textile mechanism that would

18· ·allow for a certain volume of apparel and

19· ·textile imports from certain economies to enter

20· ·the United States at a reduced Section 301 rate.

21· · USTR seeks public comments on the proposed

22· ·actions in these investigations and is holding
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·1· ·these public hearings in connection with the

·2· ·proposals.

·3· · · · · · ·The June 2nd notice is available on the

·4· ·USTR webpage under the Section 301

·5· ·Investigations page and is published in the

·6· ·Federal Register at 91 Fed. Reg. 34272.

·7· · · · · · ·The purpose of this hearing is to

·8· ·receive public testimony regarding the proposed

·9· ·actions in these investigations.· The Section

10· ·301 Committee will carefully review and consider

11· ·today's testimony and all written comments in

12· ·response to the Federal Register notice,

13· ·including post-hearing rebuttal comments.· The

14· ·Section 301 Committee will then make a

15· ·recommendation to the U.S. Trade Representative

16· ·regarding the proposed actions in these

17· ·investigations.· We are pleased to have

18· ·international trade and economic experts from a

19· ·range of U.S. government departments and

20· ·agencies here with us today.· If you could

21· ·please introduce yourselves beginning to my

22· ·right.
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·1· · · · · · ·MS. ATKIN:· Hello, I'm Jennifer Atkin.

·2· · I'm in USTR's Office of Labor Affairs.

·3· · · · · · ·MS. MUMMA:· Good morning.· I'm

·4· ·Christine Mumma.· I'm with the Department of

·5· ·State.

·6· · · · · · ·MS. REINITZ:· Julia Reinitz.· I'm from

·7· ·the Department of Labor's Bureau of

·8· ·International Labor Affairs.

·9· · · · · · ·MS. RESNICK:· Bonnie Resnick of the

10· ·Department of Treasury's International Trade

11· ·Office.

12· · · · · · ·MS. MAPATANO:· Good morning.· Dawn

13· ·Mapatano, Department of Health and Human

14· ·Services, Office of Global Affairs.

15· · · · · · ·MS. GOODMAN:· Good morning.· Maria

16· ·Goodman, Department of Homeland Security.

17· · · · · · ·MS. OTTING:· Clare Otting, U.S.

18· ·Department of Commerce.

19· · · · · · ·MS. LONDON:· Good morning.· Cara

20· ·London, U.S. Department of Agriculture, Foreign

21· ·Agricultural Service.

22· · · · · · ·MS. GRIMBALL:· I'm Megan Grimball from
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·1· ·the Office of General Counsel at USTR, Chair of

·2· ·the Section 301 Committee.

·3· · · · · · ·Before we proceed with the first panel

·4· ·of the day, I will provide some procedural and

·5· ·administrative instructions.· These hearings

·6· ·have been scheduled for three days, and this is

·7· ·the third day of the public hearings.· We expect

·8· ·to conclude early this afternoon.· The June 2nd

·9· ·notice indicated that post-hearing comments will

10· ·be due five days after the last day of the

11· ·public hearing, which is July 16th, 2026.

12· · · · · · ·Today, we will have six panels of

13· ·witnesses with 30 individuals scheduled to

14· ·testify.· The provisional schedule has been

15· ·posted to the USTR website.· We will have a

16· ·brief break between panels, and we plan to take

17· ·a one-hour lunch break from about 1:00 to 2:00.

18· · Please be aware that if you exit the building

19· ·for lunch, you will have to go through security

20· ·to return for the afternoon portion of the

21· ·hearings.

22· · · · · · ·In order to keep with the schedule, we
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·1· ·would encourage witnesses on the panel following

·2· ·the lunch break, likely panel 19, to return to

·3· ·the building by 1:40 or so to account for the

·4· ·security line.· Each witness appearing at the

·5· ·hearing is limited to five minutes of oral

·6· ·testimony.· The light before you will be green

·7· ·when you start your testimony.· Yellow means

·8· ·that you have one minute left.· Red means your

·9· ·time has expired.· A member of our staff will

10· ·remind you when your time has expired and will

11· ·promptly ask that you conclude your testimony at

12· ·that time.

13· · · · · · ·After the testimony from each panel of

14· ·witnesses, the Section 301 Committee will have

15· ·an opportunity to ask questions.· The committee

16· ·will pose one or more questions to each

17· ·witnesses.· In some cases, questions may be

18· ·directed to more than one witness or to the

19· ·entire panel.· All questions will be from the

20· ·department or agency representatives before you.

21· · There will be no questions accepted from the

22· ·floor.· These hearings are being conducted in
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·1· ·English.· Witnesses are welcome to use their own

·2· ·translator if needed.· Please advise a member of

·3· ·our staff out front if you intend to use

·4· ·translation services so that we can make

·5· ·appropriate accommodations at the table.

·6· · · · · · ·Again, post-hearing comments, including

·7· ·any written responses to questions from the

·8· ·Section 301 Committee, are due July 16th.· The

·9· ·rules and procedures for written submissions are

10· ·set out in the June 2nd Federal Register notice.

11· · Given the number of witnesses and the schedule,

12· ·we request that witnesses, when responding to

13· ·questions, be as concise as possible.· We

14· ·likewise ask witnesses to be understanding if

15· ·and when you are asked to conclude a response.

16· ·In this regard, witnesses should recall that

17· ·they have a full opportunity to provide more

18· ·extensive responses in post-hearing submissions.

19· · No cameras or video or audio recording will be

20· ·allowed during the hearing.· These proceedings

21· ·are not being live-streamed.· If you are

22· ·observed recording or taking pictures, you will
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·1· ·be asked to stop.

·2· · · · · · ·Although recording is not allowed, a

·3· ·written transcript of the hearing will be posted

·4· ·on the USTR website as soon as possible after

·5· ·the conclusion of the hearing.· We do expect

·6· ·that the transcripts from day 1 of the hearing

·7· ·will be available early this morning or this

·8· ·afternoon.· With those remarks, we will now

·9· ·proceed with the first panel of the day, Panel

10· ·15.· Mr. Boseman, you have the floor.

11· · · · · · ·MR. BOSEMAN:· Good morning, and thank

12· ·you for the opportunity to testify today.· My

13· ·name is Wayne Boseman, and I'm here on behalf of

14· ·AMCOT, which represents the four main farmer-

15· ·owned cotton marketing cooperatives in the US.

16· · · · · · ·Collectively, we market as much as 40

17· ·percent of the U.S. cotton crop to textile

18· ·manufacturers both here in the U.S. and around

19· ·the world.· We are owned by and serve over

20· ·10,000 US cotton farmers.· AMCOT supports the

21· ·inclusion of a textile mechanism tied to Section

22· ·301 tariffs imposed on countries that fail to
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·1· ·effectively prohibit imports made with forced

·2· ·labor.

·3· · · · · · ·Properly designed, this mechanism can

·4· ·increase the demand for U.S.-grown cotton and

·5· ·strengthen its position relative to foreign

·6· ·fiber.· That objective is especially important

·7· ·given Brazil's rapid expansion in cotton

·8· ·production and projected future growth, which

·9· ·pose a significant competitive threat to the

10· ·U.S. cotton industry.· At the same time, the

11· ·mechanism must be carefully structured to

12· ·protect domestic textile manufacturers and

13· ·preserve the critical regional trade

14· ·relationships in place throughout the Caribbean

15· ·and Mexico.

16· · · · · · ·U.S. cotton farmers are highly

17· ·dependent on global markets.· Nearly 90 percent

18· ·of the raw cotton fiber produced in the U.S. is

19· ·exported.· At the same time, the U.S. retail

20· ·apparel market is overwhelmingly supplied by

21· ·imports, with approximately 98 percent of

22· ·apparel sold at retail in the U.S. produced
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·1· ·abroad.· Given these realities, a textile

·2· ·mechanism that incentivizes the use of U.S.

·3· ·cotton end product sold at U.S. retail is

·4· ·essential to reversing recent declines in U.S.

·5· ·cotton demand.

·6· · · · · · ·Since 2016 through 2018 period, US raw

·7· ·cotton offtake has declined from 18.45 million

·8· ·bales to 13.75 million bales annually, while at

·9· ·the same time Brazilian cotton production has

10· ·risen from 7.4 million to 19.5 million bales.

11· ·We urge USTR to include U.S. origin raw cotton

12· ·fiber, cotton yarn, and cotton fabric as

13· ·eligible inputs for reduced Section 301 duties.

14· · The mechanism should establish the quoted

15· ·volume of goods to receive a reduction of duty

16· ·based on the average relative value of the U.S.

17· ·cotton content purchased from the United States.

18· · · · · · ·Tariff reduction should apply for U.S.

19· ·cotton fiber content and increase for U.S.

20· ·cotton, U.S.-produced yarn, and fabric.· The

21· ·program's design should encourage growth and

22· ·purchase of U.S. cotton content beyond current
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·1· ·trade volumes with each country and be broad

·2· ·enough to ensure a greater volume of U.S. cotton

·3· ·content is sourced for the U.S. retail market.

·4· ·While simplicity is key for maximum impact, for

·5· ·program integrity, the U.S. cotton content

·6· ·volume should be accompanied by an attestation

·7· ·identifying U.S. cotton content purchased by

·8· ·product type and volume.· Eligibility should be

·9· ·limited to cotton-dominant HTS classifications

10· ·to ensure tariff benefits are directed toward

11· ·increasing demands for U.S. cotton and cotton

12· ·textile products rather than providing

13· ·unintended advantages for products made

14· ·primarily from other fibers.

15· · · · · · ·It is essential that the textile

16· ·mechanism protects the long-standing and highly

17· ·successful textile and apparel trade

18· ·relationships established under CAFTA-DR and

19· ·USMCA.· We support the USTR's proposed exclusion

20· ·of USMCA, CAFTA-DR qualifying textile and

21· ·apparel from Section 301 duties.· USTR should

22· ·consider provisions in its textile mechanism
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·1· ·that protect and bolster this regional supply

·2· ·chain, including possibly excluding HTS codes

·3· ·that are particularly sensitive to USMCA-CAFTA-

·4· ·DR countries and grant other favorable

·5· ·considerations that support this regional

·6· ·textile industry, whose proximity and high level

·7· ·of U.S. investment increases our national supply

·8· ·chain resiliency and security interests while

·9· ·fostering regional economic growth.

10· · · · · · ·In closing, we appreciate USTR's

11· ·willingness to engage stakeholders as this

12· ·textile mechanism is developed.· While we are

13· ·highly supportive of the U.S. cotton fibers

14· ·inclusion in this textile mechanism, we strongly

15· ·urge USTR to engage further with NCTO to explore

16· ·opportunities to strengthen regional sourcing

17· ·incentives that will have a greater impact on

18· ·their ability to compete at U.S. retail.· With

19· ·the appropriate safeguards and incentives, this

20· ·program can increase demand for U.S. cotton.

21· · · · · · ·Thank you for your time and

22· ·consideration.
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·1· · · · · · ·MS. GRIMBALL: Thank you, Mr. Boseman.

·2· ·Has Mr. Tim Phillips from Soho Apparel Group

·3· ·joined?· No.· Okay. Mr. Whatley, then you have

·4· ·the floor.

·5· · · · · · ·MR. WHATLEY:· Thank you, and good

·6· ·morning.· My name is Jon Whatley, and I'm the

·7· ·Chairman of the American Cotton Producers.

·8· ·Along with my wife, Kelly, and my son, Jack, I

·9· ·grow cotton, corn, grain sorghum and manage a

10· ·cow-calf operation in Odem, Texas.· I'm grateful

11· ·for the opportunity to testify at today's

12· ·hearing.

13· · · · · · ·The ACP strongly supports USTR's

14· ·proposed mechanism to provide reduced duties on

15· ·specified volume of U.S. origin cotton fibers,

16· ·yarns, fabrics imported under the Section 301

17· ·investigation into goods produced with forced

18· ·labor.· The provision is an important step

19· ·towards increasing demand of U.S. cotton

20· ·relative to our foreign competitors, such as

21· ·Brazil.· The ACP is grateful for USTR for its

22· ·efforts to combat forced labor, which harms
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·1· ·those under oppression and U.S. farmers,

·2· ·manufacturers, and workers alike.

·3· · · · · · ·Cotton producers across the country

·4· ·have been overwhelmed by years of record high

·5· ·input costs and market prices that have fallen

·6· ·well below production costs.· USDA Economic

·7· ·Research Service recently projected that cotton

·8· ·input costs for the 2027 crop would exceed

·9· ·$1,000 an acre, nearly a $300 an acre increase

10· ·in just under a decade.· Although market prices

11· ·have improved, revenue for cotton growers

12· ·remains well below production costs, and the

13· ·multi-year cycle has left many growers on the

14· ·brink of financial collapse.· The recent

15· ·downturn has led to the decline in our gin

16· ·infrastructure, which is the backbone of our

17· ·rural cotton economy.· With the continued loss

18· ·of gins and the infrastructure that they entail,

19· ·the future of cotton production in the United

20· ·States is in jeopardy.

21· · · · · · ·The challenge with cotton price lies in

22· ·demand: 88 percent of cotton produced here at

https://nealrgross.com/


·1· ·home is exported, and continuing to grow

·2· ·cotton's share of the global market is vital to

·3· ·our long-term sustainability.· Brazil has now

·4· ·surpassed the U.S. as the world's largest cotton

·5· ·exporter, and its projected growth jeopardizes

·6· ·domestic industry's future.· The Trump

·7· ·administration has led the way in expanding

·8· ·markets for U.S. cotton through trade agreements

·9· ·with Bangladesh, Indonesia, and recently

10· ·announced a 17 billion dollar agreement with

11· ·China.

12· · · · · · ·USDA's launch of the Great American

13· ·Cotton Plan builds on the administration's

14· ·efforts to boost cotton demand by raising

15· ·consumer awareness of the negative impacts of

16· ·synthetic fibers and highlighting cotton as the

17· ·healthier alternative.· A key pillar of the

18· ·Great American Cotton Plan is trade, and USDA

19· ·recently includes expanding U.S. cotton exports

20· ·as a key part of cotton's long-term success.

21· · · · · · ·We believe the tariff reductions in the

22· ·Section 301 investigation align with the goals
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·1· ·of the Great American Cotton Plan.· However, for

·2· ·these reductions to be market changing, the duty

·3· ·reductions should be substantial, and the quotas

·4· ·under the textile mechanism should be flexible,

·5· ·expansive to influence purchasing decisions.

·6· ·Yet, we would ask that the quota structure of

·7· ·U.S. fiber and U.S. yarn fabric import volumes

·8· ·be designed to encourage additional buying of

·9· ·U.S. cotton above historic levels.

10· · · · · · ·While the American cotton producers

11· ·supports reduced duties on cotton fiber, the

12· ·USTR proposal lacks the guardrails to protect

13· ·our domestic manufacturers.· U.S. cotton

14· ·manufacturers have made critical investments to

15· ·sustain operations in the U.S. and across the

16· ·Western Hemisphere.· We urge USTR to adopt

17· ·mechanisms to account for the apparel and

18· ·textile imports of CAFTA-DR and USMCA countries,

19· ·thereby continuing to incentivize cotton

20· ·manufacturing investments in the Western

21· ·Hemisphere.

22· · · · · · ·In closing, I want to leave you with
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·1· ·one final point.· The United States is the

·2· ·world's largest retail market, importing about

·3· ·18 million bales of cotton annually.· Despite

·4· ·this demand, only 4 million of those bales are

·5· ·U.S. cotton.· The rest of the cotton is grown by

·6· ·Brazil, Australia, and our other competitors.

·7· ·Shouldn't we, as a nation, incentivize the use

·8· ·of U.S. cotton?· Reducing duties on cotton fiber

·9· ·in Section 301 investigations brings us closer

10· ·to righting this wrong.· We strongly support

11· ·these measures and urge that the quotas be

12· ·flexible and expansive to shift buying decisions

13· ·away from Brazil and toward the U.S.· Thank you

14· ·for the opportunity to provide my testimony.

15· · · · · · ·MS. GRIMBALL:· Thank you, Mr. Whatley.

16· · Mr. Allen, you have the floor.

17· · · · · · ·MR. ALLEN:· Thank you.· My name is

18· ·Buddy Allen.· I serve as President and CEO of

19· ·American Cotton Shippers Association.· We're

20· ·honored to be here and give testimony to this

21· ·interagency group that's so relevant and

22· ·important to this matter.· Thank you for that,
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·1· ·and honored to be surrounded by our friends,

·2· ·competitors, and customers, both farmers and

·3· ·domestic manufacturers, so pleased to be here as

·4· ·part of this delegation and really just excited

·5· ·about this opportunity right now.

·6· · · · · · ·I think reciprocal trade fits our

·7· ·industry hand in glove, and we see as net

·8· ·exporters of raw fiber and net importers of

·9· ·finished goods, such an opportunity to create

10· ·generational durable demand for this industry

11· ·that has been failing, if we're being honest.

12· ·It's becoming boutique, and as it becomes

13· ·boutique, it costs hundreds of thousands of jobs

14· ·and hundreds of thousands of dollars’ worth of

15· ·commerce in rural economies all across America

16· ·that in many cases are strategically dependent

17· ·upon the U.S. cotton industry.· When you think

18· ·about desert climates in West Texas, where

19· ·John's from, they're not going to be growing

20· ·grains and oilseeds to produce biofuels.· They

21· ·need this industry.· These jobs that he's

22· ·talking about, and these gins will go away; and
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·1· ·these economies will fail.· Main Street will

·2· ·fail if the turnrow is not active.· So again,

·3· ·I'm excited, as you can tell.· I apologize for

·4· ·being a bit off script here, but listening to my

·5· ·customers makes me want to really tell you the

·6· ·story of what's happening in our industry.

·7· · · · · · ·So, we are supportive, very much

·8· ·supportive, as you can tell, of reciprocal trade

·9· ·for raw fiber as well as textile goods.· We

10· ·believe there's a mechanism that's outlined in

11· ·the written testimony that we've submitted

12· ·already, in the public comments in your docket,

13· ·that suggests a volume-based credit that could

14· ·be tiered and transferable that would

15· ·acknowledge opportunities both for fiber, yarn,

16· ·and fabric.· We are committed to a pathway that

17· ·will develop opportunities for our farmer

18· ·customers, this durable generational demand I've

19· ·described, but also domestic manufacturers of

20· ·cotton.

21· · · · · · ·Kim, I know you're going to give your

22· ·comments, and I think you've got some great
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·1· ·ideas about this remedy, but also outside of

·2· ·this in the broader trade framework, so we're

·3· ·excited to learn more about those and find ways

·4· ·that we can be supportive.· Quite frankly,

·5· ·there's an article about our proceeding this

·6· ·morning in Politico titled A Duck and Weave

·7· ·about the conflicts we have in this room, which

·8· ·I believe we can resolve.· I believe we can come

·9· ·to a solution that's holistically beneficial for

10· ·the U.S. cotton industry and every stakeholder

11· ·in the value chain, and that's where American

12· ·Cotton Shippers is.· That's where we want to

13· ·land.· We need your help.

14· · · · · · ·This is an opportunity that doesn't

15· ·come around often.· When you think about

16· ·reciprocal trade in this 301 investigation, when

17· ·you think about the potential agreement with

18· ·China for a big basket of ag product purchases

19· ·and all of the related actions that you're going

20· ·to be working through over the next year, it's

21· ·it comes around like Haley's Comet, and we

22· ·better take advantage of it because this
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·1· ·industry's failing, and it will fail if it stays

·2· ·on the course it's on now.

·3· · · · · · ·I really believe you collectively in

·4· ·this administration have the opportunity to

·5· ·right the ship.· So as John and Wayne have said,

·6· ·we also recognize the importance of Western

·7· ·Hemisphere trade and the careful nature that

·8· ·this remedy needs to be deployed to protect the

·9· ·opportunities that domestic manufacturers depend

10· ·upon to mitigate the regulatory framework that

11· ·causes their costs to be greater from labor and

12· ·environmental concerns.· And we recognize that

13· ·you are targeting those very issues with our

14· ·competitors around the world, and we commend the

15· ·administration for that work.· But any strategy

16· ·has to recognize what John already told you,

17· ·that almost 90 percent of U.S. cotton is

18· ·exported.· And we're facing today the weakest

19· ·market access across our largest 12 markets in

20· ·the world that we ship cotton to that we've had

21· ·in a decade.

22· · · · · · ·If you take them all combined over the
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·1· ·last 10 years, we have 16 percent less market

·2· ·access today than we've had in a decade, and

·3· ·that's why this industry's failing.· It's a bit

·4· ·insult added to injury when you think about how

·5· ·powerful our economy is and the fact that we

·6· ·consume 1.35 times the finished goods of the raw

·7· ·materials we produce and export, but we're not

·8· ·buying from our own farmers.· We're buying from

·9· ·our competitors, and we can use the U.S.

10· ·consumer and its might to power rural America

11· ·through this remedy and this action today with

12· ·your help.· We're tremendously excited about

13· ·that.

14· · · · · · ·The objective should not be to choose

15· ·between farmers and domestic manufacturers.

16· ·We're committed to finding a remedy and a

17· ·pathway and a holistic trade strategy that

18· ·supports our entire value chain, and I'm

19· ·confident that we will be able to do that.

20· · · · · · ·An additional perspective that I'm

21· ·going to offer is a contract sanctity measure,

22· ·and with traceability and attestation, now we
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·1· ·can, in fact, prove that they're not defaulters

·2· ·in our value chain, which makes competition for

·3· ·our best customers, our domestic mills, who do

·4· ·pay their bills.· So, we want to make sure if

·5· ·our counterparties around the world get access

·6· ·to the consumer in a preferred way, that they

·7· ·have integrity commercially and that we're

·8· ·monitoring that as well.

·9· · · · · · ·MS. HASANDRAS:· Thank you, Mr. Allen.

10· ·Your time has expired.

11· · · · · · ·MR. ALLEN:· Thank you for the

12· ·opportunity to testify.

13· · · · · · ·MS. GRIMBALL:· ·Thank you, Mr. Allen,

14· ·for your very enthusiastic testimony, waking us

15· ·all up this morning.· It's great.· Mr. Priest,

16· ·you have the floor.

17· · · · · · ·MR. PRIEST:· Yeah, good morning.· My

18· ·name is Matt Priest, and I'm President and CEO

19· ·of the Footwear Distributors and Retailers of

20· ·America.· FDRA is the footwear industry's trade

21· ·and business association representing more than

22· ·500 footwear companies and brands across the
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·1· ·United States.· International trade supports

·2· ·hundreds of thousands of footwear jobs in

·3· ·communities across the U.S., good-paying jobs in

·4· ·design and innovation, materials, sourcing,

·5· ·compliance, logistics, warehousing, marketing,

·6· ·and retail, and added tariffs put these jobs at

·7· ·risk.

·8· · · · · · ·The U.S. footwear industry shares the

·9· ·administration's goals of combating forced labor

10· ·globally.· Our member companies work hard to

11· ·build relationships with factories and partners

12· ·that are reliable and maintain high ethical

13· ·standards.· This includes vendor contracts with

14· ·explicit terms related to forced labor, frequent

15· ·meetings with factory partners, and a strong

16· ·system of regular audits conducted by third-

17· ·party auditors, unannounced verification visits,

18· ·and training for factories.

19· · · · · · ·Our members continue to explore and

20· ·adopt new tools and technologies to better track

21· ·and monitor global supply chains.· In addition,

22· ·FDRA maintains an industry code of conduct
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·1· ·adopted by several leading U.S. brands that

·2· ·implements strict criteria for factories and

·3· ·reiterates our strong commitment to zero

·4· ·tolerance for forced labor, slavery, human

·5· ·trafficking, and child labor.· FDRA also serves

·6· ·as a member of the Forced Labor Working Group,

·7· ·an interassociation committee, that meets

·8· ·frequently to address best practices and other

·9· ·issues in this area.

10· · · · · · ·While we support efforts to strengthen

11· ·forced labor enforcement, we believe putting new

12· ·tariffs on U.S. companies is the wrong approach

13· ·for several reasons.· Imposing tariffs on

14· ·footwear harms American consumers.· The U.S.

15· ·government already places high tariffs on

16· ·footwear before any new tariffs are added.

17· ·Without accounting for the new tariffs that have

18· ·been added over the past year, consumer goods

19· ·have an average tariff rate of 2 percent, but

20· ·footwear has an average tariff rate of 12

21· ·percent.

22· · · · · · ·The tariff rates are much higher for
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·1· ·children's shoes.· Kids shoes often reach rates

·2· ·of 20 percent, 48 percent, and higher before any

·3· ·new tariffs are added.· Increasing this tariff

·4· ·burden through new added 301 tariffs will result

·5· ·in higher costs for hardworking American

·6· ·families at a time when they already face

·7· ·significant economic uncertainty.· In fact,

·8· ·retail footwear prices have climbed 5.2 percent

·9· ·over the past year, outpacing overall inflation,

10· ·which came in at 4.2 percent in May.· Men's

11· ·footwear prices jumped 5.4 percent, the largest

12· ·increase in 54 months, while women's footwear

13· ·prices rose 6.2 percent, the largest increase in

14· ·45 months.· Children's footwear prices increased

15· ·2.3 percent during that time.· As duty rates on

16· ·footwear imports average 25.7 percent, the

17· ·impact is disproportionately higher compared to

18· ·other imports.

19· · · · · · ·Tariffs as a remedy could have the

20· ·unintended consequence of worsening conditions

21· ·for workers in developing nations.· U.S.

22· ·footwear brands sourcing in foreign countries
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·1· ·export U.S. values and high standards to those

·2· ·countries.· Such investment can improve economic

·3· ·conditions for workers in developing nations and

·4· ·help lift individuals out of poverty.· This is a

·5· ·critical tool for the U.S. in the fight against

·6· ·forced labor.· Tariffs on goods made in emerging

·7· ·footwear sourcing countries can make it

·8· ·difficult for U.S. companies to maintain

·9· ·factories in those countries.· This could

10· ·undermine the very efforts that the

11· ·administration is working to achieve in this

12· ·area.

13· · · · · · ·The proposed tariff remedy does not

14· ·alleviate burdens on U.S. footwear commerce.

15· ·The purpose of 301 remedies is to address a

16· ·foreign country's acts, policies, and practices

17· ·when those acts, policies, and practices burden

18· ·or restrict U.S. commerce.· Less than one

19· ·percent of footwear is made in the U.S., and

20· ·even less is exported.· In 2025, the U.S.

21· ·exported 2,700 pairs of footwear to Indonesia,

22· ·1,500 pairs to Cambodia, 213 pairs to
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·1· ·Bangladesh.· Because there's so little U.S.

·2· ·footwear trade into countries that are subject

·3· ·of this investigation, a tariff remedy will not

·4· ·ease burdens on U.S. commerce when it comes to

·5· ·footwear.

·6· · · · · · ·And lastly, in imposing new 301

·7· ·tariffs, USTR should not focus solely on import

·8· ·ban in determining whether a country is

·9· ·effectively combating forced labor globally.

10· ·The U.S. put in place a forced labor ban nearly

11· ·100 years ago, yet the U.S. has not seen the

12· ·import ban significantly reduce forced labor

13· ·globally, even though the U.S. is the largest

14· ·and most influential market in the world.· The

15· ·U.S. enacted the Uyghur Forced Labor Prevention

16· ·Act of 2021 because a forced labor import ban

17· ·was not sufficient to address the problem, and

18· ·additional efforts that countries can take to

19· ·combat this problem include diplomatic

20· ·engagement with specific countries, entering

21· ·into bilateral or multilateral trade agreements

22· ·that address forced labor, and providing robust
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·1· ·international funding for forced labor

·2· ·prevention, just to name a few.

·3· · · · · · ·FDRA appreciates the opportunity to

·4· ·provide feedback to USTR on the proposed 301

·5· ·actions, and we are committed to ensuring global

·6· ·supply chains are free of forced labor.· And so,

·7· ·we appreciate the opportunity to express our

·8· ·opinions here this morning.· Thank you.

·9· · · · · · ·MS. GRIMBALL:· Thank you, Mr. Priest.

10· ·Ms. Glas, you have the floor.

11· · · · · · ·MS. GLAS:· Hi, I'm the President and

12· ·CEO of the National Council of Textile

13· ·Organizations.· NCTO represents the full

14· ·spectrum of the U.S. textile industry, which

15· ·employs 450,000 workers nationwide.· We want to

16· ·thank USTR for proposing to exclude USMCA-

17· ·compliant goods and CAPTA-DR qualified imports

18· ·of textile and apparel from the Section 301

19· ·proposed actions.

20· · · · · · ·Roughly 70 percent of total U.S.

21· ·textile and apparel exports annually go to the

22· ·Western Hemisphere.· This supply chain is

https://nealrgross.com/


·1· ·critical and competes directly against Asia.· No

·2· ·other industry has been more disadvantaged by

·3· ·forced labor than the U.S. textile industry and

·4· ·our Western Hemisphere trade agreement partners.

·5· · Xinjiang cotton, which is banned, made of

·6· ·forced labor, is pervasive in global textile and

·7· ·apparel supply chains and has done irreparable

·8· ·economic harm to U.S. textiles.

·9· · · · · · ·USTR's proposed additional duties on

10· ·imports of apparel and finished textiles from

11· ·countries with a record of forced labor

12· ·appropriately takes aim at these unfair trade

13· ·practices.· Since 2019, Asia has expanded its

14· ·U.S. market share from 77 percent to 79, while

15· ·the Western Hemisphere share has narrowed from

16· ·16 to 12.· The U.S. industry has lost 41 plants

17· ·over the last two years as a result of these

18· ·unfair trade practices.· We desperately need the

19· ·administration's help in constructing a textile

20· ·mechanism that stabilizes and grows our

21· ·industry.

22· · · · · · ·The U.S. textile industry opposes the
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·1· ·textile mechanism in its current form since it

·2· ·harms U.S. manufacturers.· We strongly urge USTR

·3· ·to exclude raw cotton from the textile mechanism

·4· ·because it rewards Asia at the expense of

·5· ·American manufacturers.· Rewarding the export of

·6· ·raw commodity cotton and allowing our Asian

·7· ·competitors to receive a tariff benefit is an

·8· ·offshore incentive.· It lowers the cost of Asian

·9· ·apparel imports that compete directly against

10· ·the U.S. and our Western Hemisphere supply

11· ·chains.

12· · · · · · ·The industry is experiencing

13· ·unprecedented price differentials fueled by

14· ·subsidies in Asia as high as they've ever been,

15· ·despite the tariffs.· The proposed mechanism

16· ·will artificially inflate the price of cotton

17· ·for U.S. mills.· It will raise prices in the

18· ·U.S. and the hemisphere for our most loyal

19· ·customers of U.S. cotton.· When you hurt our

20· ·U.S. supply chain, you also hurt our cotton

21· ·farmers, and it benefits Asia.· Any yarn and

22· ·fabric export program to Asia will not make up
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·1· ·the loss for American jobs.

·2· · · · · · ·Effective enforcement of UFLPA, which

·3· ·bans these imports of Xinjiang cotton, would

·4· ·immediately drive U.S. cotton demand, without

·5· ·harming the U.S. textile industry.· We need

·6· ·effective UFLPA enforcement instead of an

·7· ·offshoring incentive that will destroy U.S.

·8· ·textile jobs.· By every measure, UFLPA

·9· ·enforcement has declined, so we seek the

10· ·administration's support to ramp up enforcement

11· ·efforts immediately.

12· · · · · · ·Beyond our adamant rejection of the

13· ·inclusion of a U.S. raw cotton mechanism, we

14· ·would also ask the administration to exclude

15· ·textile inputs and machinery not available in

16· ·the U.S. to maintain the global competitiveness

17· ·of our domestic manufacturers.

18· · · · · · ·We also ask the administration to adopt

19· ·our incentive program for the U.S. industry that

20· ·will grow American jobs and exports.· We are

21· ·proud to partner with AAFA, U.S. Fashion

22· ·Industry Association, on a landmark
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·1· ·transformative proposal that would double the

·2· ·U.S. textile exports and create over 56,000 jobs

·3· ·in our hemisphere, a win for everyone in the

·4· ·industry, including cotton farmers.

·5· · · · · · ·The current proposal raises several

·6· ·serious questions:· Why are we creating a

·7· ·textile mechanism that harms U.S. textile

·8· ·manufacturers when we have a historic

·9· ·opportunity to create something beneficial that

10· ·supports the whole supply chain?· Why are we

11· ·incentivizing imports from countries cited for

12· ·forced labor noncompliance and utilizing

13· ·Xinjiang cotton with a tariff reward at the

14· ·expense of U.S. manufacturers?· Why are we not

15· ·effectively enforcing UFLPA, which would create

16· ·significant demand for U.S. cotton and textiles?

17· · Why are we trying to solve a U.S.-Brazil cotton

18· ·competitiveness issue at the expense of U.S.

19· ·textile manufacturers, while rewarding Asia?

20· · · · · · ·These important Section 301

21· ·investigations offer a long overdue chance to

22· ·resolve the unacceptable problem of forced labor
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·1· ·that taints many Asian supply chains.· With a

·2· ·carefully constructed textile mechanism, we have

·3· ·an unprecedented opportunity to double the size

·4· ·of the U.S. textile industry and to address

·5· ·forced labor concerns and be a benefit to every

·6· ·aspect of the industry.

·7· · · · · · ·We welcome the opportunity to work with

·8· ·the administration to advance these critical

·9· ·goals, and I can't amplify the urgency enough.

10· · · · · · ·MS. GRIMBALL:· Thank you, Ms. Glas.

11· ·Mr. Rajvanshi, you have the floor.

12· · · · · · ·MR. RAJVANSHI:· Good morning,

13· ·excellencies.· My name is Anil Rajvanshi.· I'm

14· ·President of Reliance Industries Limited.

15· · · · · · ·MS. GRIMBALL:· Could you move your

16· ·microphone close to you?

17· · · · · · ·MR. RAJVANSHI:· My name is Anil

18· ·Rajvanshi.· I am President of Reliance

19· ·Industries Limited or RIL.· I appear today on

20· ·behalf of my company and our associate

21· ·companies, Alok Industries Limited and Sintex

22· ·Industries Limited.
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·1· · · · · · ·RIL is a vertically integrated

·2· ·polyester and petrochemical producer

·3· ·headquartered in India, with operations spanning

·4· ·hydrocarbon, foods stocks, feedstocks, PTA and

·5· ·MEG intermediates, polymerization, polyester

·6· ·staple fiber, filament yarn, cotton and blended

·7· ·yarns, man-made fabrics, and downstream home

·8· ·textile products.

·9· · · · · · ·Our group's exports to the United

10· ·States fall broadly into three clusters.· Number

11· ·one: Cotton and cotton blend yarns under HTS

12· ·chapter 652 and home textiles and made-up

13· ·products, such as terry towels, carpets,

14· ·beddings under chapter 57 and 63, primarily

15· ·exported by Alok and Sintex.· I would like to

16· ·add that India is the second-largest producer of

17· ·cotton in the world.· It imports only the extra-

18· ·long staple cotton from Greece, Egypt, and the

19· ·U.S.A.· Polyester staple fiber, flock fiber,

20· ·filament yarn, synthetic fabrics under chapter

21· ·54, 55, and 60 exported by RIL and its group

22· ·companies.· Obscure petrochemical intermediates
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·1· ·such as alkylate, benzene, paraxylene, and PTA

·2· ·under HTS 27 and 29, which feed into global

·3· ·refining and polyester raising chains.

·4· · · · · · ·We fully support USTR's objective of

·5· ·eliminating forced labor from global supply

·6· ·chains.· My purpose today is not to contest the

·7· ·objective, but to explain why undifferentiated

·8· ·tariffs on these specific products clustered

·9· ·from India would not materially advance it and

10· ·would instead burden U.S. manufacturers and

11· ·retailers that rely on traceable low-risk

12· ·inputs.

13· · · · · · ·U.S. manufacturers and retailers would

14· ·significantly benefit from tariff relief on

15· ·these inputs.· First, our supply chains are

16· ·highly capital intensive and traceable.· The

17· ·petrochemical intermediates we export under

18· ·chapters 27 and 28 are produced in RIL-operated

19· ·complexes using crude oil and ethane sourced in

20· ·the part from the United States and other low-

21· ·risk origins.· These products are traded

22· ·commodities with well-documented supply chains
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·1· ·far removed from the sectors where state-imposed

·2· ·forced labor has been documented, such as

·3· ·certain agriculture or low-skill manufacturing

·4· ·activities.

·5· · · · · · ·The same applies to our polyester

·6· ·staple fiber, flock fiber, filament yarn, and

·7· ·synthetic fabrics under chapter 54, 55, and 60,

·8· ·which are manufactured in RIL's facility from

·9· ·our own refinery-derived PTA, MEG intermediates,

10· ·and polymers.· We do not sub-contract product to

11· ·third-party factories or source intermediates,

12· ·fiber, or yarn from jurisdictions associated

13· ·with forced labor programs.· All operations are

14· ·governed by RIL's code of conduct and supplier

15· ·code subject to ESG audit and other traceable at

16· ·the product laws.

17· · · · · · ·Second, U.S. manufacturing capacity

18· ·does not fully meet demand for the cotton

19· ·blended yarns under chapter 52, home textile

20· ·products of chapter 57 and 63, polyester staple

21· ·fibers, fine denier grades under chapter 55,

22· ·flock fiber under chapter 55, 56, and filament
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·1· ·yarns under chapter 54.· These inputs are used

·2· ·in premium apparel, performance wear, technical

·3· ·non-woven, roofing and insulation fabrics,

·4· ·filtration media, battery separators, medical

·5· ·specialty products, and premium bedding and

·6· ·furniture.· For several key grades, U.S. buyers

·7· ·face domestic supply gaps on the order of 40 to

·8· ·70 percent.

·9· · · · · · ·Third, in the case of PSF and PET

10· ·resin, the U.S. already imposed significant

11· ·duties on India's PSF and PET, including

12· ·products supplied by RIL.· These measures raise

13· ·our lended duties into the mid-teens to high

14· ·twenties percent range and directly address any

15· ·unfair pricing behavior.· Adding a further 12.5

16· ·percent into Section 301 duty on top of these

17· ·existing duties would stack tariff towards 30 to

18· ·40 percent in some cases, with marginal impact

19· ·on foreign incentives while increasing cost and

20· ·risk of production cuts for U.S. downstream

21· ·users.

22· · · · · · ·USTR finally explains that Annex IIA
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·1· ·exemptions are appropriate where additional

·2· ·tariffs could lead to the unavailability of

·3· ·domestic supply, cause economy-wide disruptions,

·4· ·or would not contribute substantially to

·5· ·eliminating the practices under investigation.

·6· ·The product clusters I have described fit

·7· ·squarely within these criteria.· They are

·8· ·necessary raw materials and finished goods for

·9· ·US textiles, non-woven, hygiene, automotive,

10· ·filtration, roofing, insulation, and home

11· ·textile industries.· Domestic supply is

12· ·inadequate, and non-tariff alternative suppliers

13· ·–

14· · · · · · ·MS. HASANDRAS:· Thank you, Mr.

15· ·Rajvanshi.· Your time has expired.

16· · · · · · ·MR. RAJVANSHI: -- cannot fully

17· ·substitute in relevant timelines.· Thank you.

18· · · · · · ·MS. GRIMBALL:· Thank you, Mr.

19· ·Rajvanshi.· That concludes the testimony from

20· ·our witnesses.· We will now turn to questions

21· ·from the government representatives.

22· · · · · · ·MS. LONDON:· ·This question is for Mr.
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·1· ·Boseman, Mr. Whatley, and Mr. Allen.· Each of

·2· ·your testimonies referred to the importance of a

·3· ·textile mechanism.· Can you specify now or in a

·4· ·post-hearing comment which countries present the

·5· ·greatest opportunity for U.S. cotton exports,

·6· ·what volume of cotton exports you would hope to

·7· ·see exported to each of those markets, and what

·8· ·reduced tariff rate, if any, you would recommend

·9· ·based on the volume of U.S. cotton exports to a

10· ·U.S. trading partner?

11· · · · · · ·MR. ALLEN:· Yes, we'd be honored to

12· ·provide that information, it's certainly

13· ·relevant.· We can give you a schedule of the

14· ·nations that have the infrastructure and the

15· ·track record and commercial mechanisms to

16· ·purchase U.S. cotton efficiently.· We can

17· ·provide the mechanics of examples of how we see

18· ·the tariff rate reduction being impactful and

19· ·demand generating, as I said.· So, would be

20· ·happy to put together a post-submission of all

21· ·the information you asked for.

22· · · · · · ·MS. LONDON:· Thank you.
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·1· · · · · · ·MR. BOSEMAN:· And we could all do that

·2· ·together, so we'd have a comprehensive solution

·3· ·from the three of us.

·4· · · · · · ·MS. LONDON:· Great.· Sounds good.

·5· ·Thank you.· This question is for Ms. Glas.· In

·6· ·your testimony, you request USARA design the

·7· ·textile mechanism in a practical and workable

·8· ·manner that recognizes the realities of global

·9· ·apparel sourcing while advancing the goals of

10· ·fair trade.· You state that you'd support a

11· ·textile mechanism that use preferences for

12· ·imports of finished apparel and textile goods as

13· ·long as the administration gets the textile

14· ·mechanism right.· In your opinion, what would

15· ·the right textile mechanism look like?

16· · · · · · ·MS. GLAS:· Thank you for your question.

17· · We outlined that in the written submission, but

18· ·just generally, as I noted in my oral testimony

19· ·and written testimony, 70 percent of U.S. yarn

20· ·and fabric exports go to our Western Hemisphere

21· ·free trade agreement countries.· What we have

22· ·designed here is extremely unique, and divergent
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·1· ·constituencies, who don't often agree on trade

·2· ·policy are united, including brands and

·3· ·retailers and domestic manufacturers, to

·4· ·construct a program that would allow for

·5· ·accounts to be opened with U.S. government from

·6· ·brands and retailers.

·7· · · · · · ·Based on their sourcing of qualified

·8· ·goods from the hemisphere that use U.S. yarns

·9· ·and fabrics, they would get a credit.· They

10· ·could apply that credit to offset tariffs from

11· ·eligible 301 countries and would have to attest

12· ·to ensure that their supply chains were not

13· ·utilizing forced labor.· We believe this level

14· ·of stimulation is required and necessary to

15· ·stabilize and grow our U.S. textile industry,

16· ·and it helps do exactly what the President is

17· ·seeking to do.· He wants to onshore more

18· ·domestic manufacturing.· So, this is an

19· ·innovative landmark approach, and we ask the

20· ·administration to strongly consider it.

21· · · · · · ·MS. GOODMAN:· Good morning.· This is a

22· ·question for Mr. Priest.· Good morning, Matt.

https://nealrgross.com/


·1· ·In your testimony, you proposed to exempt

·2· ·certain products from the proposed additional

·3· ·duties in these investigations.· Notwithstanding

·4· ·that many FDRA producers obviously have their

·5· ·own due diligence standards and their compliance

·6· ·programs, but should the United States exclude

·7· ·the products you request from the duty, would

·8· ·the proposed actions continue to be sufficient

·9· ·to encourage the economies under investigation

10· ·to abandon their unfair practices or lack of

11· ·enforcement?

12· · · · · · ·MR. PRIEST:· Thanks for the question,

13· ·Maria.· It's good to see you as always.· It's

14· ·always been kind of curious to me that we would

15· ·go and charge a tax on U.S. companies to alter

16· ·the behavior of an economy somewhere else.· And

17· ·so the remedy doesn't feel like the right

18· ·approach to engaging with these economies

19· ·relative to your question on are they doing

20· ·enough on forced labor.

21· · · · · · ·I mentioned in my testimony a number of

22· ·things that we think might be helpful:
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·1· ·bilateral engagement, trade agreement,

·2· ·opportunities and incentives to the U.S. market,

·3· ·and market access are all interesting to me.

·4· ·But I have to say that a lot of the groundwork

·5· ·that's been tilled since really the early

·6· ·nineties from our brands and our retailers have

·7· ·established rules and a regulatory environment

·8· ·that we are proud of in the sense that it has

·9· ·brought Western values all over the world.· Is

10· ·it enough?· No.· Nothing is ever going to be

11· ·totally enough.· People are fallen.· People do

12· ·these things, unfortunately.· But from a Western

13· ·democratic free society that says, you know

14· ·what, this is what matters to us as

15· ·organizations.· Our brands have been leading

16· ·that charge well before the government signed

17· ·up, and we're encouraged that we're having these

18· ·forums because we value the eradication of

19· ·forced labor and child labor and slavery across

20· ·the supply chain.

21· · · · · · ·To me, at the end of the day, applying

22· ·tariffs on Americans to try to accomplish that,
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·1· ·taxing our own people to accomplish that,

·2· ·doesn't seem like it will accomplish it in any

·3· ·way.· As I outlined, we've had a forced labor

·4· ·ban for nearly 100 years in the United States,

·5· ·and it has not done what we thought it should do

·6· ·in totality and so I think, less stick, more

·7· ·incentive.· Those are the things I think bring

·8· ·people to the table, and our brands have led the

·9· ·charge for decades to try to do that.· No matter

10· ·what happens with this action, we are still

11· ·committed.· No matter what governments do or

12· ·don't do relative to forced labor globally, our

13· ·brands and our retailers are still committed to

14· ·enforce this amongst their supply chains, and we

15· ·will keep doing that.

16· · · · · · ·MS. MAPATANO:· ·This is a question from

17· ·Mr. Rajvanshi.· Your testimony appears to

18· ·request that USTR expand Annex A to exclude

19· ·additional goods from the scope of the proposed

20· ·action.· Can you speak to the availability of

21· ·these goods from domestic and other sources?

22· ·And to what extent would the domestic supply of
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·1· ·such goods, if any, be dislocated or disrupted

·2· ·if not included in Annex A?

·3· · · · · · ·MR. RAJVANSHI:· Thank you for your

·4· ·question.· Basically, I'm trying to explain that

·5· ·granting an exterior-style tariff relief for

·6· ·these products would support U.S. manufacturing,

·7· ·competitiveness, preserve downstream employment,

·8· ·and maintain supply chain resilience while

·9· ·keeping the Section 301 tariff focused on trade

10· ·flow where forced labor risk is higher and

11· ·remedial leverage is stronger.

12· · · · · · ·We share your USTR's goal, eliminating

13· ·forced labor, but we must understand that the

14· ·downstream industry in U.S., largely the

15· ·textile, which is a very labor-intensive

16· ·industry, it is very necessary to have the

17· ·entire value chain of raw materials available at

18· ·competitive prices.

19· · · · · · ·Today, I just wish to add to my

20· ·testimony that in most of the textile companies

21· ·like Invista, Dak America, they have shut down

22· ·in U.S.· They are no longer existing.· You need
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·1· ·the raw material.· You need the basic components

·2· ·of textiles to come from somewhere.· And India

·3· ·is one of the countries which produces its own

·4· ·cotton, second-largest producer of cotton after

·5· ·the U.S.· So, what we can supply is something

·6· ·which is at the most competitive traceability

·7· ·and free of any forced labor.

·8· · · · · · ·The second thing is we are the largest

·9· ·importer of ethane from U.S., which we use in

10· ·our petrochemical complex.· Reliance is the only

11· ·company which President Trump announced that it

12· ·is investing $30 billion in establishing a

13· ·refinery in United States because we operate

14· ·world's largest refinery in India.· And we are,

15· ·you know, refining 1.4 million barrels per day

16· ·of crude oil.· So, we complement each other.

17· ·This levy of this Section 301 tariff, especially

18· ·on the textiles, would definitely kill the

19· ·remaining small portion of textile industry that

20· ·exists in U.S.

21· · · · · · ·If the tariffs are not levied, you will

22· ·flourish.· You will have the markets there.· In
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·1· ·the home textile today, 90 percent of the home

·2· ·textiles come from either India, come from

·3· ·Pakistan, and some from China.· Ninety percent

·4· ·of the labels you see in the garment store,

·5· ·whether it's Macy's or M&S or C&A and all that,

·6· ·you see the label Made in Bangladesh, Made in

·7· ·India, Made in Vietnam, Made in Cambodia.· What

·8· ·is required is the establishment of the

·9· ·downstream industry in United States, for which

10· ·the raw material and the availability of supply

11· ·chain is very important.· That's the reason I'm

12· ·defending that textile should not be the

13· ·industry where Section 301 tariff should be

14· ·levied.· Thank you.

15· · · · · · ·MS. GRIMBALL:· Thank you.· I have—well,

16· ·it's actually a two-part follow-up question.

17· ·Part of it, I think, is directed to Mr. Allen,

18· ·Mr. Whatley, Mr. Boseman.· Ms. Glas,· I think

19· ·you'll be interested in the second part of my

20· ·question.

21· · · · · · ·So, our first row here, I think all of

22· ·your testimonies mentioned the rise of Brazilian
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·1· ·cotton.· So I'd like to understand what do you

·2· ·all attribute to the rise in the competitiveness

·3· ·of Brazilian cotton?· And sort of related to

·4· ·that, Ms. Glas, your testimony touched on—well,

·5· ·first we understand that NCTO will be seeking

·6· ·changes to the current structure of the

·7· ·mechanism.· Let's assume that that, that

·8· ·happens, moving forward from that, would you

·9· ·recommend that certain countries not be eligible

10· ·for the mechanism, assuming that the changes

11· ·that you spoke about in your testimony were

12· ·taken up by the U.S. Trade Representative?

13· ·Thank you.

14· · · · · · ·MR. BOSEMAN:· I think a lot of the rise

15· ·in Brazilian production in the last few years

16· ·has been due to several factors.· One, they've

17· ·cleared a lot of land.· They've have much lower

18· ·inputs than we do here in the U.S. because of

19· ·much higher costs here associated with

20· ·technology fees and things that we incur that

21· ·they don't down there.· It's made them be able

22· ·to compete on a much higher level.· Their yields
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·1· ·are somewhat higher, but I think the biggest

·2· ·advantage for them is having an artificially

·3· ·weak currency, and that's allowed them to gain

·4· ·market share as well.· I'll let Buddy follow up

·5· ·as well, or Jon.

·6· · · · · · ·MR. WHATLEY:· As a producer, one of the

·7· ·advantages that Brazil has is their climate, and

·8· ·they can grow two crops a year.· So, they grow

·9· ·corn half the year, and the other half they put

10· ·in cotton.· They're taking the same amount of

11· ·acres and doubling their productivity, so it

12· ·lowers their input cost.· And those are

13· ·challenges that we cannot do in the United

14· ·States.· As they continue to grow, I think I'm

15· ·going to step out here a little bit, but they're

16· ·able to move cotton and to build trade systems,

17· ·and these guys can talk, you know, better than I

18· ·can about this.· But they move cotton into other

19· ·countries that they have some zero trade

20· ·barriers.· So when our cotton meets them on the

21· ·shore, as opposed to their cotton, there's

22· ·already a tariff on our cotton that they don't
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·1· ·have. Those are the challenges as a producer

·2· ·that I see.

·3· · · · · · ·MR. ALLEN:· I agree with both Wayne and

·4· ·Jon, and I would just augment their comments.  I

·5· ·stated in my testimony that we consume about

·6· ·1.35 times what we produce.· They're consuming

·7· ·in cotton bale equivalent finished goods less

·8· ·than five percent of what they produce.· Their

·9· ·carte blanche access to the U.S. consumer has

10· ·built their industry that's harming our

11· ·industry.· So, this is the opportunity to curb

12· ·that.

13· · · · · · ·MS. GLAS:· Thank you for your

14· ·questions.· I want to note that the U.S. textile

15· ·industry strongly supports our U.S. cotton

16· ·farmers, and we understand their plight.· And

17· ·so, I just want to underscore that because we

18· ·are virtually buying all U.S. cotton here in the

19· ·United States, as well as our Western Hemisphere

20· ·free trade agreement partners.· I know we're on

21· ·different sides of this issue.

22· · · · · · ·We can't solve a competitiveness issue
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·1· ·with Brazil, who, as they noted, have different

·2· ·growing seasons, irrigation, other things, by

·3· ·hurting our domestic textile manufacturers.

·4· ·There are other mechanisms that the U.S.

·5· ·government should consider to address the plight

·6· ·facing our U.S. farmers in this competitive

·7· ·marketplace that is outside the textile

·8· ·mechanism.· We reject the textile mechanism, the

·9· ·question of which countries, and we do not want

10· ·the inclusion of raw cotton, it needs to be

11· ·structurally changed.· We need a U.S. textile

12· ·mechanism that the U.S. textile industry

13· ·supports.

14· · · · · · ·We're here today because we oppose the

15· ·current mechanism.· Obviously, if the mechanism

16· ·were to go forward, it needs to do the least

17· ·damage.· I also want to dispel the notion that a

18· ·yarn and fabric export promotion program to Asia

19· ·to get a quota or whatever it is -- we do not

20· ·see any economic opportunity for U.S. textile

21· ·manufacturers to export to these countries as

22· ·outlined in my testimony, we've never seen the
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·1· ·subsidies and the trade predatory practices so

·2· ·high that the cost differential is so great that

·3· ·you couldn't even give them the relief necessary

·4· ·to bridge that price delta, not because we're

·5· ·not competitive.· It's because, in Asia right

·6· ·now, they don't want to lay anybody off.· But

·7· ·guess what?· We're laying people off left and

·8· ·right.· So, we are urging the U.S. government to

·9· ·construct a textile mechanism that works for us

10· ·and stabilizes our industry.

11· · · · · · ·From the commerce colleague who asked

12· ·the question, our incentive program is really

13· ·revolutionary.· It will achieve what the

14· ·administration's hoping to achieve.· And

15· ·actually, I hope to give opportunities for U.S.

16· ·cotton farmers and the merchants here at this

17· ·table to double what they're selling to our U.S.

18· ·Western Hemisphere.

19· · · · · · ·In addition, one last point.· You know,

20· ·I think China grows about 28 million bales of

21· ·cotton and about 90 percent of that is Xinjiang.

22· · It bleeds out into the supply chain primarily
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·1· ·into Asia.· Can you imagine what, if an

·2· ·effective enforcement campaign were going on

·3· ·right now, what that would mean for our U.S.

·4· ·cotton farmers and U.S. textile industry?· But

·5· ·by every measure, we publish these statistics

·6· ·online, UFLPA enforcement has been anemic, and I

·7· ·don't blame the administration.· The problem is

·8· ·so pervasive that it requires the necessary

·9· ·attention resources to effectively enforce this.

10· · · · · · ·MS. GRIMBALL:· Thank you.· Thank you to

11· ·all of you for your responses to my question.

12· ·That concludes panel 15.· We will take a short

13· ·five-minute break and return with Panel 16 at

14· ·11:00.· Thank you.

15· · · · · · ·(Whereupon, the above-entitled matter

16· ·went off the record at 10:55 a.m. and resumed at

17· ·11:00 a.m.)

18· · · · · · ·MR. BURCH:· Would the room please come

19· ·to order?

20· · · · · · ·MS. GRIMBALL:· Okay, thank you,

21· ·everyone.· We are now going to continue with

22· ·Panel 16.· Mr. Malose, you have the floor.
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·1· · · · · · ·MR. LETSOALO:· Good morning, Chair and

·2· ·Members of the Committee.· Thank you for this

·3· ·opportunity to make the oral testimony.

·4· · · · · · ·I appear on behalf of the Government of

·5· ·the Republic of South Africa and I am

·6· ·accompanied by the Chief Commissioner of the

·7· ·International Trade Administration Commission of

·8· ·South Africa, Mr. Ayabonga Cawe.· In the

·9· ·audience, we also have senior officials from our

10· ·Department of Employment and Labor in South

11· ·Africa.

12· · · · · · ·South African law prohibits forced

13· ·labor and we have legal framework to enforce

14· ·prohibition of importation of goods produced

15· ·using forced labor.· In addition to our written

16· ·submission, South Africa makes four primary

17· ·points and then asks for a specific relief.

18· · · · · · ·First, South Africa has enabling

19· ·legislation that contains provisions that can be

20· ·invoked to deal with forced labor.· The

21· ·International Trade Administration Act empowers

22· ·the Minister to prohibit or control the
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·1· ·importation of any class of goods.

·2· · · · · · ·The Customs and Excise Act empowers our

·3· ·revenue authority to stop, detain, and seize

·4· ·prohibited goods at the border.· South Africa

·5· ·already prohibits goods produced through prison

·6· ·labor through Section 113 of the Customs and

·7· ·Excise Act.

·8· · · · · · ·Second, the statute, as in the Section

·9· ·301, has a safe harbor.· One of the principles

10· ·of safe harbor is not to impose punitive

11· ·measures against a country that is taking

12· ·actions that demonstrate significant and

13· ·tangible overall advancement in addressing the

14· ·matter.

15· · · · · · ·Third, as applied to South Africa, the

16· ·commerce-burden theory needs a rethink, meaning

17· ·the displacement theory.· South Africa is a

18· ·chronically labor surplus economy where one in

19· ·three of our people working age is unemployed.

20· ·There is no domestic labor to be freed up to

21· ·create domestic production capacity for goods

22· ·that are said to be exported to the U.S.
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·1· · · · · · ·South Africa's exports to the United

·2· ·States are platinum-group and precious metals,

·3· ·vehicles, citrus, wines, and nuts that are not

·4· ·tainted by forced labor.· Therefore, the premise

·5· ·of displacement theory simply does not exist in

·6· ·the case of South Africa.

·7· · · · · · ·We are of a view that there is no

·8· ·finding by the U.S. that any South African

·9· ·product is made with forced labor or with inputs

10· ·produced by forced labor.· COSATU, the largest

11· ·trade union federation in South Africa, has

12· ·attested to this and has filed a submission in

13· ·support.

14· · · · · · ·Fourth, we humbly submit that South

15· ·Africa has done nothing to warrant the action

16· ·proposed against it.· South Africa has been

17· ·placed in the highest duty tier at 12.5 percent,

18· ·yet its protections against forced labor are

19· ·among the strongest.

20· · · · · · ·Our constitution prohibits forced

21· ·labor.· We ratified the relevant ILO fundamental

22· ·conventions.· In the bilateral consultation, we
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·1· ·indicated willingness to work with the United

·2· ·States on any forced labor concern.· We do

·3· ·believe that a more cooperative approach is one

·4· ·that can take us forward, building on more than

·5· ·20 years of cooperation between SARS and CBP.

·6· · · · · · ·South Africa asks the Committee to

·7· ·recommend the following relief, one, that no

·8· ·action be taken against South Africa and that it

·9· ·be excluded from the proposed action as in the

10· ·report.

11· · · · · · ·Two, in the alternative, we propose

12· ·that South Africa's exports to the United

13· ·States, such as platinum-group and precious

14· ·metals, vehicles, catamarans, citrus, seafood,

15· ·wines, and nuts that are not tainted by forced

16· ·labor be exempted from any action.

17· · · · · · ·At the bare minimum, South Africa

18· ·should be placed at the lower duty tier of ten

19· ·percent.· We will be glad to answer Committee

20· ·questions.· Thank you.

21· · · · · · ·MS. GRIMBALL:· Thank you, Mr. Malose.

22· ·We're going to hop around a bit.· Mr. Lee, you
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·1· ·have the floor.

·2· · · · · · ·MR. LEE:· Yeah, thank you for giving me

·3· ·this opportunity to testify.· I am Seung Heon

·4· ·Lee from the Korean Embassy on behalf of the

·5· ·Korean Government.· I will make a very brief and

·6· ·quick testimony.

·7· · · · · · ·In order for the United States to

·8· ·effectively achieve the intended goal of the

·9· ·investigation, the most prudent approach here

10· ·would be to examine the individual status of the

11· ·investigated economies and introduce

12· ·commensurate actions respectively.

13· · · · · · ·However, Korea is concerned that the

14· ·proposed actions might not have effectively

15· ·reflected Korea's specific circumstances on the

16· ·importation of forced labor goods, which in turn

17· ·may run counter to the U.S. goal.

18· · · · · · ·Korea has introduced and effectively

19· ·implemented relevant norms with the aim of

20· ·eradicating the use of forced labor domestically

21· ·and globally.

22· · · · · · ·Moreover, to more specifically address
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·1· ·the importation of forced labor goods, Korea has

·2· ·pursued various policy measures, including the

·3· ·development of a K-ESG guideline, the

·4· ·introduction of Korean Sustainability Disclosure

·5· ·Standards, and the promotion of OECD Guideline

·6· ·for Multinational Enterprises on Responsible

·7· ·Business Conduct, thereby facilitating efforts

·8· ·of the private sector to eliminate forced labor

·9· ·goods in the global supply chain.

10· · · · · · ·In addition, through the Korea-U.S.

11· ·Joint Factsheet in November 2025, Korea has

12· ·reaffirmed its intention to work together to

13· ·combat the importation of goods made with forced

14· ·labor as part of its strategic trade and

15· ·investment deal with the United States.· Korea,

16· ·together with the United States, is keen to

17· ·implementing the commitment in good faith, as

18· ·with other elements of the deal.

19· · · · · · ·In closing, Korea reserves its basic

20· ·position that action against Korea with regard

21· ·to the importation of forced labor goods is

22· ·neither appropriate nor necessary.

https://nealrgross.com/


·1· · · · · · ·Even assuming that the United States

·2· ·deems it necessary to impose a certain level of

·3· ·tariffs to the investigated economies, Korea

·4· ·believes that, taking into account Korea's

·5· ·above-mentioned efforts, a more favorable

·6· ·treatment is warranted for Korea than what has

·7· ·been previously proposed.· Thank you.

·8· · · · · · ·MS. GRIMBALL:· Thank you, Mr. Lee.

·9· ·Ambassador Mahinda, you have the floor.

10· · · · · · ·MR. SAMARASINGHE:· Good morning, Chair

11· ·and Panel Members.· I'm Ambassador Samarasinghe,

12· ·representing the Government of Sri Lanka.· We

13· ·have made available the testimony copies, which

14· ·are self-explanatory.· The salient features of

15· ·the testimony is that all domestic laws are in

16· ·place to prevent forced labor.

17· · · · · · ·We have criminalized, under the penal

18· ·code, forced labor in Sri Lanka.· We also have a

19· ·number of laws, labor laws that prevent forced

20· ·labor in Sri Lanka.

21· · · · · · ·We are signatory to all of the forced

22· ·labor conventions and treaties, especially with

https://nealrgross.com/


·1· ·the International Labour Organization.· We have

·2· ·agreed to the text in our negotiations with the

·3· ·USTR on forced labor, so that text is closed as

·4· ·we speak.

·5· · · · · · ·And we are also in the process of

·6· ·realizing the commitments that we have made in

·7· ·the submissions that we have made to you, the

·8· ·testimony, by gazetting regulations prohibiting

·9· ·forced labor inputs of either imports of mined

10· ·goods or production, manufactured goods into Sri

11· ·Lanka.

12· · · · · · ·The gazette as we speak is being

13· ·printed and I'm getting the gazette tomorrow

14· ·morning, and the gazette will be shared with

15· ·USTR as I get it, so this is the update from the

16· ·testimony that we have shared with you.

17· · · · · · ·So, the lacuna earlier was that the

18· ·import side of forced labor was not catered for,

19· ·and now with this regulation that has been

20· ·signed under the hand of the Ministry of Finance

21· ·under the Import-Export Control Act of Sri

22· ·Lanka, which is being gazetted as I mentioned
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·1· ·earlier, there will be a policing mechanism.

·2· · · · · · ·There will be an administrative

·3· ·mechanism under the authority of the Director

·4· ·General of Customs, who will ensure that any

·5· ·imports coming into Sri Lanka will not be mined,

·6· ·or produced, or manufactured by the use of

·7· ·forced labor.· Thank you.

·8· · · · · · ·MS. GRIMBALL:· Thank you, Ambassador.

·9· ·Mr. Ngoc, you have the floor.

10· · · · · · ·MR. NGOC:· Yeah, hello.· Good morning,

11· ·Members of the Section 301 Committee.· My name

12· ·is Do Ngoc Hung, commercial counsellor and head

13· ·of the Vietnam Trade Office at the Embassy of

14· ·Vietnam.· So, thank you for this opportunity to

15· ·provide our opinions regarding the proposed

16· ·action in 301 investigations on forced labor

17· ·import prohibitions.

18· · · · · · ·At the outset, Vietnam wishes to

19· ·emphasize that it shares the objectives of

20· ·preventing goods produced with forced labor from

21· ·entering international markets.· Throughout this

22· ·investigation, Vietnam has actively engaged with
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·1· ·USTR and submitted extensive comments and

·2· ·provided information regarding its legal

·3· ·frameworks, enforcement efforts, and cooperation

·4· ·with U.S. authorities.

·5· · · · · · ·First, Vietnam respectfully disagrees

·6· ·with the conclusion that it has failed to impose

·7· ·and effectively enforce measures addressing the

·8· ·importation of goods associated with forced

·9· ·labor.

10· · · · · · ·As explained in our written

11· ·submissions, Vietnam maintains legal authority

12· ·under Article 9.2(c) of the Law on Foreign Trade

13· ·Management to impose import restriction,

14· ·including import prohibitions on goods that

15· ·adversely affect public morals, including goods

16· ·produced with forced labor.

17· · · · · · ·In addition, Vietnam has implemented

18· ·custom-based risk control and supply chain due

19· ·diligence measures, domestic enforcement

20· ·mechanism, and extensive cooperations with U.S.

21· ·authorities.

22· · · · · · ·The effectiveness of these efforts is
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·1· ·reflected in publicly-available CBP data.

·2· ·According to CBP statistics, no shipments from

·3· ·Vietnam have been subject to WROs, and the value

·4· ·of shipments denied under the UFLPA Act has

·5· ·declined dramatically in recent years.

·6· · · · · · ·Second, Vietnam respectfully submits

·7· ·that important questions remain regarding the

·8· ·proposed additional tariff.· The proposed

·9· ·tariffs are unnecessary because existing U.S.

10· ·law already provides targeted enforcement

11· ·mechanisms.

12· · · · · · ·CBP has authority to detain, exclude,

13· ·and seize goods suspected of being produced with

14· ·forced labor.· By contrast, the proposed tariff

15· ·would apply broadly to cover import regardless

16· ·of whether any connection to forced labor

17· ·concern has been established.

18· · · · · · ·Vietnam respectfully submits that

19· ·continued dialogues, targeted enforcement, and

20· ·practical cooperation are more effective in

21· ·addressing forced labor concerns than broad

22· ·additional tariff.
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·1· · · · · · ·And finally, should the USTR

·2· ·nevertheless decide to proceed with the proposed

·3· ·measures, Vietnam respectfully requests that

·4· ·USTR should consider the following.· First,

·5· ·Vietnam respectfully requests that USTR take

·6· ·into account Vietnam's legal framework,

·7· ·enforcement efforts, and ongoing cooperation

·8· ·with U.S. authorities when determining any

·9· ·country-specific measures.

10· · · · · · ·In this regard, at a minimum, Vietnam

11· ·should be treated comparatively to an economy

12· ·that USTR recognizes as maintaining a legal

13· ·mechanism to prohibit the importation of goods

14· ·produced with forced labor or an economy that

15· ·USTR recognizes as maintaining a partial regime

16· ·to address forced labor concerns.

17· · · · · · ·Second, Vietnam respectfully encourages

18· ·USTR to adopt a targeted exemption mechanism for

19· ·products for which importers can demonstrate

20· ·that the products were not produced wholly or in

21· ·part using inputs associated with forced labor.

22· · · · · · ·Third, Vietnam respectfully requests
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·1· ·that USTR consider expanding product exemptions,

·2· ·particularly for products already subject to

·3· ·other U.S. trade measures, products for which

·4· ·domestic supplies are limited or insufficient to

·5· ·meet U.S. demand, such as shrimp, catfish, tuna,

·6· ·textile, garments, footwear, apparel, and

·7· ·products that generally present no or a lower

·8· ·risk of exposure to forced labor concerns such

·9· ·as wholly obtained and agricultural products.

10· · · · · · ·Fourth, Vietnam respectfully encourages

11· ·USTR to establish a periodic review mechanism

12· ·that would allow adjustment to measures in light

13· ·of changes in enforcement efforts, supply chain

14· ·conditions, and the policy and practices of

15· ·affected economies.

16· · · · · · ·And finally, with respect to any

17· ·mechanism applicable to apparel, footwear, and

18· ·textile products, Vietnam respectfully

19· ·encourages USTR to take into account the highly

20· ·integrated nature of the U.S.-Vietnam textile

21· ·and apparel supply chain.

22· · · · · · ·In 2025, Vietnam is the largest export
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·1· ·market for U.S. cotton and footwear parts.· As a

·2· ·result measures affecting imports of apparel,

·3· ·footwear, and textile products from Vietnam will

·4· ·also have implications for U.S. upstream

·5· ·suppliers, U.S. brands, and U.S. companies that

·6· ·have invested substantially in production and

·7· ·sourcing networks in Vietnam.

·8· · · · · · ·So, accordingly, Vietnam respectfully

·9· ·requests that USTR carefully consider these

10· ·supply chain linkages when evaluating any

11· ·measures applicable to apparel, footwear, and

12· ·textile products.· So, thank you for your

13· ·attention and Vietnam looks forward to continued

14· ·engagement with USTR on these important issues.

15· · Thank you.

16· · · · · · ·MS. GRIMBALL:· Thank you, Mr. Ngoc.

17· ·That concludes the testimony for Panel 16.· We

18· ·will now proceed with questions from the

19· ·government representatives.

20· · · · · · ·MS. REINITZ:· This question is for Mr.

21· ·Malose.· In your testimony, you oppose the

22· ·proposed 12.5 percent rate of duty on goods of

https://nealrgross.com/


·1· ·South Africa and appear to assert that South

·2· ·Africa has a stronger prohibition and

·3· ·enforcement record than the other economies for

·4· ·which the 12.5 percent rate has been proposed.

·5· · · · · · ·Is it your assertion that South Africa

·6· ·has imposed a prohibition on the importation of

·7· ·all goods made wholly or in part with forced

·8· ·labor or is prohibition as you reference it in

·9· ·your testimony a reference to a prohibition of

10· ·forced labor domestically and the reference that

11· ·you made to prohibition on goods made with

12· ·prison labor?

13· · · · · · ·And then the second part of the

14· ·question, has South Africa stopped any imports

15· ·of goods suspected of being produced or

16· ·manufactured with forced labor?

17· · · · · · ·MR. LETSOALO:· Thank you very much for

18· ·the question.· The question, I think, is also

19· ·what the Committee in their report, in

20· ·particular, on page 74, is the question that the

21· ·Committee was looking at, whether the legal

22· ·frameworks that we have in place, do they have a
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·1· ·distinct measure that can prohibit forced labor,

·2· ·as we speak, or goods produced with forced

·3· ·labor?

·4· · · · · · Our submission or position is that we

·5· ·do have the policy framework, the relevant

·6· ·ministers that have the powers to trigger the

·7· ·enforcement of those policies to control the

·8· ·imports of goods produced using forced labor.

·9· · · · · · ·So, we are busy with that

10· ·interdepartmental reform process which will look

11· ·at all of these matters in terms of the

12· ·enforcement, and as I've indicated, since

13· ·convict labor is also one of the forms of forced

14· ·labor, we are currently, as a country, looking

15· ·and enforcing that.

16· · · · · · ·In terms of the specifics in terms of

17· ·the examples of the data, we have requested our

18· ·South African revenue services to provide us

19· ·with such data and information, and in their

20· ·further submission that will make will revert

21· ·back to you, but with your permission, I can

22· ·check with the Chief Commissioner here if he
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·1· ·wants to add.· Thank you.

·2· · · · · · ·MS. REINITZ:· Thank you.

·3· · · · · · ·MS. MASON:· This question is for Mr.

·4· ·Lee.· Has Korea taken any actual steps towards

·5· ·adopting a forced labor import prohibition?· Can

·6· ·you share any measures that may be in

·7· ·development or other initiatives that you're

·8· ·taking towards that end, and what is the

·9· ·timeline for any such measures in development?

10· ·Thank you.

11· · · · · · ·MR. LEE:· Yeah, thank you for your

12· ·question.· As I mentioned, we are taking several

13· ·steps to eradicate forced labor importation from

14· ·our supply chain, but for more detailed and

15· ·clear information, I will do a post-hearing

16· ·submission.

17· · · · · · ·MS. MASON:· Thank you.

18· · · · · · ·MS. OTTING:· This question is for

19· ·Ambassador Samarasinghe.· In your testimony, you

20· ·assert that Sri Lanka is in the process of

21· ·establishing measures to prohibit the

22· ·importation of goods produced with forced labor.
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·1· · · · · · ·Do you have a process and timeline, and

·2· ·legislation or regulation establishing when such

·3· ·measures would be adopted?· Please explain

·4· ·exactly how, with reference to specific

·5· ·provisions, your measure bans the importation of

·6· ·goods produced with forced labor?

·7· · · · · · ·MR. SAMARASINGHE:· I did mention that

·8· ·in my intervention, the gazette is being printed

·9· ·as we speak and is coming out tomorrow, and I'm

10· ·going to share it with USTR when I get it

11· ·tomorrow, so it's very clear.· Imports coming

12· ·into Sri Lanka will be, if it's produced, or

13· ·mined, or manufactured using forced labor, it

14· ·will be prohibited.

15· · · · · · ·And we have designated a focal point on

16· ·the government side, which is the Director

17· ·General of Customs, who will be administratively

18· ·charged under the regulation in policing and

19· ·ensuring that these imports do not enter Sri

20· ·Lanka.

21· · · · · · ·And we are also committed to

22· ·cooperating with trading partners in obtaining
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·1· ·information if and when this information comes

·2· ·up and is ready to be made available.

·3· · · · · · ·MS. RESNICK:· This question is for Mr.

·4· ·Hung Do Ngoc.· In your testimony, you assert

·5· ·that Vietnam has the authority to prohibit the

·6· ·importation of goods produced with forced labor.

·7· · If Vietnam were to find that a good was

·8· ·produced with forced labor, would its law

·9· ·prohibit the importation of that good?

10· · · · · · ·And please explain exactly what actions

11· ·Vietnam has taken or is taking through this

12· ·authority to address imports in sectors where

13· ·there are known forced labor risks?

14· · · · · · ·MR. NGOC:· Well, thank you very much

15· ·for the excellent questions.· Actually, we will

16· ·revert in the sub-hearing, I mean, in the post-

17· ·hearing submissions, but I would like to

18· ·elaborate a little bit more on the details.

19· · · · · · ·So, we rely on the Article 9.2(c) of

20· ·the Law on Foreign Trade Management, and that

21· ·provides legal authority to restrict or prohibit

22· ·imports of goods that adversely affect public
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·1· ·morals, and Vietnam considers goods produced

·2· ·with forced labor to fall under or within that

·3· ·public moral basis, consistent with the

·4· ·international law and trade practice.

·5· · · · · · ·So, Vietnam recognizes that our legal

·6· ·architecture might be a little bit different to

·7· ·the U.S. system, but the relevant point,

·8· ·however, is that Vietnam has a legal basis that

·9· ·can be operationalized to restrict or prohibit

10· ·such goods, and we are prepared to continue

11· ·working with USTR and CBP on how to make this

12· ·framework clearer and more effective in

13· ·practice.· Thank you.

14· · · · · · ·MS. GRIMBALL:· Thank you.· That

15· ·concludes Panel 16.· We release this panel.· We

16· ·will begin with Panel 17 at 11:35, so we have

17· ·about seven minutes to get set up.· Thank you.

18· · · · · · ·(Whereupon, the above-entitled matter

19· ·went off the record at 11:28 a.m. and resumed at

20· ·11:35 a.m.)

21· · · · · · ·MS. HASANDRAS:· Good morning, everyone.

22· · We will begin with Panel 17.· Before we get
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·1· ·started, for the record, my name is Rachel

·2· ·Hasandras.· I'm with the Office of General

·3· ·Counsel at USTR.· With that, I will turn it over

·4· ·to Mr. Madrecki.· Mr. Madrecki, you have the

·5· ·floor.· Thank you.

·6· · · · · · ·MR. MADRECKI:· Thank you for the

·7· ·opportunity to testify today.· My name is Tom

·8· ·Madrecki and I serve as the Senior Vice

·9· ·President of Public Affairs for the Consumer

10· ·Brands Association.

11· · · · · · ·Consumer Brands represents America's

12· ·food, beverage, household, and personal care

13· ·product manufacturers, which contribute $2.5

14· ·trillion annually into the U.S. economy and

15· ·support more than 22 million American jobs.

16· · · · · · ·Our industry is proud to not only make

17· ·many of America's most iconic brands and

18· ·products, but to serve as the country's largest

19· ·domestic manufacturing sector by employment.· In

20· ·this capacity, we strongly support the Trump

21· ·administration's commitment to addressing unfair

22· ·trade practices and strengthening domestic
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·1· ·manufacturing.

·2· · · · · · ·Our industry shares the

·3· ·administration's strong and unequivocal

·4· ·commitment to the eradication of forced labor in

·5· ·global supply chains, and we commend policy

·6· ·approaches that should precipitate collective

·7· ·action to address human rights violations and

·8· ·promote fair competition.

·9· · · · · · ·U.S. CPGs have zero tolerance for

10· ·forced labor in global supply chains and our

11· ·industry takes extreme care to root out

12· ·practices antithetical to the standards we

13· ·ascribe to at home.

14· · · · · · ·Just as companies have taken

15· ·significant steps to address forced labor in

16· ·supply chains, countries around the world have

17· ·an equal, if not greater opportunity, to address

18· ·this moral red line issue.

19· · · · · · ·Building off this investigation's

20· ·recommendations, Consumer Brands encourages

21· ·continued administration efforts to pursue

22· ·bilateral engagements with other countries, and
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·1· ·the adoption of measures banning the import of

·2· ·goods using forced labor in keeping with the

·3· ·President's approach to this issue and his

·4· ·ambitious ART deals.

·5· · · · · · ·To this end, we commend and thank the

·6· ·administration for also taking steps to minimize

·7· ·unintended consequences on U.S. manufacturers

·8· ·that could arise from this investigation's

·9· ·recommendations.

10· · · · · · ·Specifically, Consumer Brands

11· ·appreciates the care taken to recognize

12· ·unavailable natural resources, which are

13· ·ingredients or inputs that do not grow in

14· ·commercial quantities in the U.S. or cannot

15· ·otherwise be sourced domestically.

16· · · · · · ·As the country's largest domestic

17· ·manufacturing sector by employment, we are also

18· ·quite proud to source up to 90 percent of

19· ·ingredients and inputs from American farms and

20· ·suppliers.· Some key ingredients and inputs,

21· ·however, can only be sourced from other

22· ·countries due to unique growing conditions,

https://nealrgross.com/


·1· ·climate, historic expertise, and other factors.

·2· · · · · · ·The Trump administration's recognition

·3· ·of unavailable natural resources in this

·4· ·investigation's recommendations builds on the

·5· ·administration's past judgment in pursuit of

·6· ·America First goals.

·7· · · · · · ·Unavailable natural resources have been

·8· ·previously recognized under the original PTAAP

·9· ·list, the President's November 14 executive

10· ·order on agricultural commodities, specific

11· ·country ART deals, and the most recent Section

12· ·122 directives.

13· · · · · · ·Consumer Brands deeply appreciates this

14· ·recognition in the investigation's initial

15· ·recommendations and encourages continued efforts

16· ·to refine and harmonize this approach across the

17· ·whole of the USTR's efforts.

18· · · · · · ·Due to the lack of domestic capacity,

19· ·American manufacturers and consumers would only

20· ·be negatively impacted by the imposition of

21· ·tariffs on these ingredients and inputs when the

22· ·true intent of the administration's policy is to
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·1· ·level the playing field for U.S. companies and

·2· ·address the illegal import of goods made wholly

·3· ·or in part from forced labor.

·4· · · · · · ·Our only ask then is to ensure that the

·5· ·appropriate annexes are vetted for inclusivity

·6· ·and accuracy.· Our comments and past submissions

·7· ·reflect these recommendations, with embedded

·8· ·tables addressing the full spectrum of

·9· ·unavailable natural resources needed by the U.S.

10· ·consumer packaged goods industry.

11· · · · · · ·In summary, thank you for taking this

12· ·proactive step to protect U.S. manufacturers and

13· ·ensure supply chain continuity.· Addressing

14· ·forced labor concerns does not have to come at

15· ·the expense of U.S. manufacturers.· In fact,

16· ·much the opposite, as your recommendations bear

17· ·out.

18· · · · · · ·Consumer Brands and our members look

19· ·forward to continuing to support the

20· ·administration's America First trade policy

21· ·approach, building off past engagement and

22· ·longstanding industry commitments to address
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·1· ·this global issue.· Thank you.

·2· · · · · · MS. HASANDRAS:· Thank you, Mr.

·3· ·Madrecki.· Ms. Sorkin, you have the floor.

·4· · · · · · ·MS. SORKIN:· My name is Donna Sorkin

·5· ·and I'm representing American Cochlear Implant

·6· ·Alliance, a nonprofit organization of 3,000

·7· ·members lead by clinicians who provide cochlear

·8· ·implants in specialized ear, nose, and throat,

·9· ·or ENT, medical practices.

10· · · · · · ·Our members include surgeons,

11· ·audiologists, speech language pathologists,

12· ·related professionals, scientists, individuals

13· ·who are deaf or hard of hearing, parents of

14· ·children with hearing loss, veterans, and

15· ·advocates.

16· · · · · · ·Approximately 2,200 of our members

17· ·provide direct care to people who receive or

18· ·have cochlear implants.· As the organization's

19· ·founding director and a cochlear implant

20· ·recipient, I appreciate the opportunity to

21· ·testify and provide input regarding this Section

22· ·301 investigation.
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·1· · · · · · ·Cochlear implants are highly

·2· ·specialized, FDA approved, surgically implanted

·3· ·medical devices that allow deaf children and

·4· ·deaf adults to hear.· Our members would be

·5· ·adversely impacted by the proposed tariff action

·6· ·due to reductions in patient access that would

·7· ·affect quality of life and have negative

·8· ·economic effects on the patient community who

·9· ·may overcome their deafness with this healthcare

10· ·intervention.

11· · · · · · ·ACI Alliance supports research driven

12· ·clinical care and access for clinics and

13· ·providers that offer an estimated 22,000

14· ·cochlear implants in the United States annually.

15· · Though cochlear implants are a relatively small

16· ·medical device market, the societal benefits and

17· ·the cost savings are substantial.

18· · · · · · ·Recent research confirms the life-

19· ·changing opportunities for deaf children to

20· ·develop age-appropriate language, to develop the

21· ·ability for veterans to better adjust to

22· ·service-related, noise-induced hearing loss, and
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·1· ·documented reductions in dementia in older

·2· ·adults.

·3· · · · · · ·In 1992, I received a cochlear implant

·4· ·that allowed me to remain in the workforce, an

·5· ·opportunity that was not available prior to the

·6· ·FDA's initial approval of the multichannel

·7· ·device in 1985.

·8· · · · · · ·In contrast, my father, who also

·9· ·developed profound hearing loss as an adult,

10· ·retired on a medical disability at age 52

11· ·because he could no longer perform essential

12· ·aspects of a job that required communication on

13· ·the phone, in meetings, and in settings like

14· ·this hearing.

15· · · · · · ·This extraordinary intervention

16· ·restores a critical sense, the ability to hear,

17· ·and should be provided as an essential

18· ·healthcare offering for individuals with severe

19· ·to profound deafness who have no other

20· ·opportunity to hear.

21· · · · · · ·It's in the best interests of the

22· ·United States to preserve the longstanding duty-

https://nealrgross.com/


·1· ·free treatment of cochlear implants and related

·2· ·technology under the Nairobi Protocol, a Chapter

·3· ·98 provision, or via product-specific Annex A

·4· ·exclusion.

·5· · · · · · ·We urge the administration to establish

·6· ·a medical device exemption process that

·7· ·recognizes the unique role these technologies

·8· ·play in supporting health, communication,

·9· ·education, employment, and independence for

10· ·children and adults with profound hearing loss.

11· · Thank you very much for considering our

12· ·comments.

13· · · · · · ·MS. HASANDRAS:· Thank you, Ms. Sorkin.

14· · Mr. Childress, you have the floor.

15· · · · · · ·MR. CHILDRESS:· Good morning, and thank

16· ·you, Ms. Hasandras, and the Section 301 panel.

17· ·It's great to appear before you today.· My name

18· ·is Patrick Childress.· I am a partner at Holland

19· ·& Knight LLP and I appear today on behalf of

20· ·Jasco Products Company LLC.

21· · · · · · ·Jasco is a nearly 50-year-old, Oklahoma

22· ·City-based, U.S. company that supplies consumer

https://nealrgross.com/


·1· ·electronics, smart home technologies, power and

·2· ·charging products, residential lighting and

·3· ·related electrical accessories to virtually

·4· ·every major U.S. retailer.· Jasco supports

·5· ·hundreds of American jobs and tens of millions

·6· ·of U.S. households annually.

·7· · · · · · ·Thank you for the opportunity to

·8· ·address USTR's proposed action in this

·9· ·investigation and to share Jasco's perspective

10· ·as a U.S. manufacturer that has invested deeply

11· ·in responsible sourcing.· Jasco fully supports

12· ·the United States' leadership in eradicating

13· ·forced labor and it is proud of its rigorous

14· ·compliance record.

15· · · · · · ·Our request today is that USTR add the

16· ·HTS codes identified in our written comments to

17· ·Annex A of the final action so that the imports

18· ·upon which our U.S. company relies are not

19· ·subject to additional duties.

20· · · · · · ·The proposed action's broad product

21· ·list illustrates the concern Jasco raised

22· ·earlier in this proceeding.· Based on decades of
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·1· ·sourcing experience and audit data, forced labor

·2· ·risks tend to be concentrated in particular

·3· ·regions and sectors, not present nationwide or

·4· ·across all industries.

·5· · · · · · ·A product list remedy that captures

·6· ·entire tariff categories regardless of where and

·7· ·how goods are made does not distinguish

·8· ·compliant from noncompliant producers or target

·9· ·the specific regions and entities where the

10· ·forced labor has been credibly documented.

11· · · · · · ·Congress recognized the value of

12· ·precision in the Uyghur Forced Labor Prevention

13· ·Act, which focuses enforcement on the Uyghur

14· ·Autonomous Region rather than imposing blanket

15· ·restrictions on all goods of a given origin.· We

16· ·respectfully encourage the Committee to apply

17· ·that same precision here.

18· · · · · · ·As structured, the proposed action

19· ·could also undermine its objective.· Duties on

20· ·broad categories of compliant goods penalize

21· ·companies that have invested in audit and

22· ·compliance infrastructure on the same terms as
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·1· ·importers who have not, weakening the business

·2· ·case for responsible sourcing.

·3· · · · · · ·This may also push production away from

·4· ·transparent audited facilities toward informal

·5· ·or subcontracted environments where oversight is

·6· ·harder and abuses are more likely to go

·7· ·undetected.

·8· · · · · · ·Jasco's experience with prior Section

·9· ·301 tariffs between 2018 and 2024 underscores

10· ·the need to avoid collateral harm.· Those

11· ·measures imposed millions of dollars in

12· ·unanticipated costs and forced the relocation of

13· ·roughly 80 percent of Jasco's manufacturing

14· ·footprint, at extraordinary expense, while

15· ·constraining innovation and contributing to

16· ·workforce reductions.

17· · · · · · ·Additional duties on the finished goods

18· ·and components Jasco imports for its U.S.

19· ·operations would raise costs, function as a

20· ·regressive burden on households purchasing Jasco

21· ·products every day, limit our growth, and harm

22· ·the U.S. workers and consumers who depend on
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·1· ·Jasco's products.

·2· · · · · · ·For these reasons, Jasco respectfully

·3· ·asks the Committee to add the HTS subheadings

·4· ·identified in its written submission to Annex A

·5· ·of the final action.

·6· · · · · · ·Doing so will ensure that Jasco will be

·7· ·able to continue to grow its U.S. business,

·8· ·support American workers, and provide quality

·9· ·products to U.S. consumers at fair prices.

10· ·Thank you for the opportunity to appear today

11· ·and I welcome your questions.

12· · · · · · ·MS. HASANDRAS:· Thank you, Mr.

13· ·Childress.· Mr. Brzytwa, you have the floor.

14· · · · · · ·MR. BRZYTWA:· Thank you for the

15· ·opportunity to testify today.· I'm Ed Brzytwa,

16· ·Vice President of International Trade at the

17· ·Consumer Technology Association.

18· · · · · · ·As North America's largest technology

19· ·trade association, CTA is the tech sector.· Our

20· ·members are the world's leading innovators, from

21· ·startups to global brands, supporting more than

22· ·17 million American jobs.· CTA owns and produces
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·1· ·CES, the most powerful tech event in the world.

·2· · · · · · ·CTA and our members condemn the use of

·3· ·forced labor and support effective, enforceable

·4· ·U.S. policies to address root causes and

·5· ·eradicate forced labor from global chains.· This

·6· ·is a moral imperative and essential to maintain

·7· ·fair markets, protect workers, and sustain trust

·8· ·in global commerce.

·9· · · · · · ·The question is not whether to combat

10· ·forced labor, but how to do so most effectively.

11· · CTA believes that tariffs are not an effective

12· ·tool to eradicate forced labor from global

13· ·supply chains.

14· · · · · · ·While tariffs can influence trade

15· ·flows, they do not directly address the

16· ·underlying conditions that allow for forced

17· ·labor.· Broad tariff measures may even increase

18· ·economic pressures on suppliers, creating

19· ·incentives that can worsen labor conditions

20· ·rather than improve them.

21· · · · · · ·Our written comments offer several

22· ·recommendations on the proposed actions.· Today,
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·1· ·I would like to highlight five.· First, if the

·2· ·administration does choose to impose tariffs,

·3· ·CTA encourages USTR to maintain and expand the

·4· ·product exclusions in Annex A for consumer

·5· ·technology products.

·6· · · · · · ·Additional tariffs on many of these

·7· ·products would increase costs for U.S.

·8· ·manufacturers and consumers while doing little

·9· ·to reduce forced labor risks or the incidents of

10· ·forced labor in the stream of commerce.

11· ·Enforcement should remain targeted, evidence

12· ·based, and focused on the highest risk products

13· ·and supply chains.

14· · · · · · ·Second, USTR should more clearly

15· ·explain how the practices identified in the

16· ·report burden or restrict U.S. commerce.

17· ·Countries have different legal frameworks,

18· ·enforcement capabilities, and records of

19· ·addressing forced labor.

20· · · · · · ·By grouping together economies with

21· ·vastly different records, the report may

22· ·understate the conduct of the most egregious
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·1· ·offenders while failing to recognize meaningful

·2· ·efforts by other governments to strengthen

·3· ·enforcement.

·4· · · · · · ·Third, USTR should adopt more

·5· ·transparent and outcome-based measures of

·6· ·enforcement.· The report relies heavily on

·7· ·import detention statistics and inspection

·8· ·volumes.· These figures tell only part of the

·9· ·story.· Over time, successful enforcement should

10· ·lead to fewer goods produced with forced labor

11· ·in our supply chains, not necessarily more

12· ·detentions.

13· · · · · · ·USTR should instead evaluate measurable

14· ·outcomes, including improvements in labor

15· ·protections, supply chain transparency,

16· ·remediation efforts, and verifiable reductions

17· ·in forced labor.· It should also establish clear

18· ·benchmarks so trading partners understand how

19· ·progress will be evaluated and tied to reduced

20· ·tariff rates.

21· · · · · · ·Fourth, the United States can and

22· ·should lead globally on this issue with USTR at
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·1· ·the helm.· Lasting progress requires

·2· ·international cooperation, technical assistance,

·3· ·and coordinated enforcement.

·4· · · · · · ·USTR should work through the ILO and

·5· ·other multilateral fora to develop common

·6· ·standards, improve information sharing among

·7· ·customs' authorities, strengthen enforcement

·8· ·capacity, and promote best practices for supply

·9· ·chain due diligence.

10· · · · · · ·To be a global leader, USTR should

11· ·convene the economies of this investigation to

12· ·develop a coordinated coalition, drawing on

13· ·frameworks such as the 2026 Critical Minerals

14· ·Ministerial and the Pax Silica Initiative.

15· ·These efforts per USTR on forced labor will

16· ·address the root causes of forced labor more

17· ·effectively than broad tariff measures.

18· · · · · · ·Finally, we urge USTR to uphold its

19· ·transparency obligations under the Section 301

20· ·statute and the Administrative Procedure Act.

21· ·If USTR decides to raise tariff rates under the

22· ·forced labor action using modification authority
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·1· ·under Section 307 of the Trade Act of 1974, it

·2· ·should offer a detailed public report explaining

·3· ·why it is modifying tariff actions.

·4· · · · · · ·USTR should also subject any proposed

·5· ·modifications, both on scope and rates, to

·6· ·notice and comment, giving stakeholders at least

·7· ·30 days to provide feedback and appear at a

·8· ·public hearing.

·9· · · · · · ·Given the significant economic

10· ·consequences of tariff modifications, adhering

11· ·to these procedural safeguards ensures that

12· ·future actions are well-supported and informed

13· ·by stakeholder input.

14· · · · · · ·We appreciate USTR's willingness to

15· ·engage stakeholders throughout this process and

16· ·are happy to serve as a resource going forward.

17· · Thank you for the opportunity to testify today.

18· · · · · · ·MS. HASANDRAS:· Thank you.· Thank you,

19· ·Mr. Brzytwa.· Mr. Pearson, you have the floor.

20· · · · · · ·MR. PEARSON:· Good morning, and thank

21· ·you for the opportunity to testify today as

22· ·well.· I appreciate it.· My name is Kristian
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·1· ·Pearson, the Chief Financial Officer with Hyper

·2· ·Ice, Inc.· Hyper Ice is a global leader in

·3· ·recovery technology, producing therapeutic heat,

·4· ·massage, and compression devices with

·5· ·significant medical and wellness benefits.

·6· · · · · · ·We design and engineer our products

·7· ·here in the United States, and our portfolio

·8· ·includes FDA-cleared medical devices that treat

·9· ·conditions such as lymphedema, deep vein

10· ·thrombosis, and chronic venous insufficiency,

11· ·and aid post-surgical and injury recovery.

12· · · · · · ·These are not purely discretionary

13· ·products.· They serve not only elite athletes,

14· ·but also the elderly and medically vulnerable

15· ·who depend on them for daily mobility.· The

16· ·proposed tariffs threaten our business and will

17· ·limit patients' access to the therapeutic

18· ·devices they need.

19· · · · · · ·Hyper Ice is not merely an importer.

20· ·We are the primary driver of innovation in this

21· ·category, regularly recognized as the leading

22· ·U.S. company by publications such as Fast

https://nealrgross.com/


·1· ·Company and Time Magazine.

·2· · · · · · ·Our intellectual property, product

·3· ·design, and engineering originate here in the

·4· ·United States, yet because no domestic

·5· ·manufacturing supply exists, no production for

·6· ·these sophisticated electronic recovery devices,

·7· ·we must source production overseas.

·8· · · · · · ·This makes us disproportionately

·9· ·vulnerable to tariff actions compared to our

10· ·foreign-headquartered competitors who do not

11· ·face the same consequences, cost burdens, or

12· ·reputational scrutiny as a U.S. company

13· ·operating under U.S. law.

14· · · · · · ·Hyper Ice urges USTR to refrain from

15· ·imposing additional tariffs as a result of the

16· ·Section 301 investigation.· If USTR nevertheless

17· ·determines that additional tariffs are

18· ·necessary, Hyper Ice respectfully requests that

19· ·USTR exclude its products, particularly medical

20· ·and recovery technology products, from any final

21· ·action by adding them to Annex A.

22· · · · · · ·Hyper Ice recognizes USTR's concern for
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·1· ·forced labor in sectors including cotton,

·2· ·critical minerals, fish, and palm fruit.· Our

·3· ·imported products, however, fall outside these

·4· ·categories, classified primarily under HTS

·5· ·subheading 9019.

·6· · · · · · ·Hyper Ice supports efforts to address

·7· ·discriminatory practices arising from the

·8· ·economy's failure to enforce prohibitions on

·9· ·forced labor.· Imposing additional tariffs on

10· ·Hyper Ice products, however, would not be

11· ·effective in eliminating the acts, policies, and

12· ·practices under investigation.· Instead, it

13· ·would significantly curtail the business of U.S.

14· ·companies already operating in a challenging

15· ·tariff environment.

16· · · · · · ·There is currently no domestic supply

17· ·chain for Hyper Ice's products.· Companies in

18· ·the industry must import finished goods, and if

19· ·global supply is curtailed, Hyper Ice's

20· ·business, and others, would contract

21· ·accordingly.

22· · · · · · ·We have actively sought domestic
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·1· ·vendors, but have been unable to identify any

·2· ·capable of meeting the sophisticated

·3· ·technological requirements of our devices.

·4· ·Until a multilateral approach emerges to shift

·5· ·electronics manufacturing to the United States,

·6· ·a company of our size, approximately 100

·7· ·employees, cannot drive this shift alone.

·8· · · · · · ·Hyper Ice continues to evaluate a way

·9· ·to diversify its supply chain, but it would be

10· ·nearly impossible to complete multiple supply

11· ·chain shifts within a few years or restructure

12· ·operations to avoid all 60 covered economies

13· ·currently under consideration.

14· · · · · · ·Hyper Ice appreciates USTR's effort to

15· ·exclude certain products in Annex A and asks

16· ·USTR to maintain those exclusions.· However,

17· ·Annex A does not fully address the over-breadth

18· ·of the proposed action.

19· · · · · · ·If USTR imposes tariffs, they should do

20· ·so narrowly, tailored to specific downstream

21· ·items presently affected by forced labor.· As

22· ·proposed, the action could reach far beyond
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·1· ·those items and affect nearly all consumer goods

·2· ·imported from over 60 covered economies.

·3· · · · · · ·We urge USTR to consider Hyper Ice's

·4· ·particular position.· As a U.S.-based innovator,

·5· ·Hyper Ice is a company owned and operated by

·6· ·U.S. citizens, unaffiliated with any foreign

·7· ·supplier.· We are fully committed to customs

·8· ·compliance.· We design our products in the

·9· ·United States and work exclusively with trusted,

10· ·audited foreign vendors.

11· · · · · · ·By contrast, we have heard many Chinese

12· ·competitors that also import in the U.S. market

13· ·engage in questionable practices, including

14· ·technology piracy and customs under-evaluation,

15· ·that artificially reduce their tariff exposure.

16· · · · · · ·Additionally, tariffs would therefore

17· ·fall -- additional tariffs would therefore fall

18· ·disproportionately on Hyper Ice as a compliant

19· ·U.S. company, widening the competitive gap in

20· ·favor of overseas manufacturers who do not bear

21· ·the same obligations.

22· · · · · · ·This outcome is directly at odds with
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·1· ·the stated goals of these trade actions.

·2· ·Additional tariffs would increase costs for U.S.

·3· ·consumers, harm local communities, and weaken

·4· ·companies that depend on imported goods.

·5· · · · · · ·Our customers include elderly and

·6· ·disabled individuals seeking relief from

·7· ·inflammatory conditions, vulnerable populations

·8· ·who would be significantly harmed by any price

·9· ·increase resulting from tariffs.

10· · · · · · ·Hyper Ice provides high-paying jobs and

11· ·spends substantially all of our revenue after

12· ·cost of goods sold in the United States, and

13· ·additional tariffs would impair our ability to

14· ·grow, create more jobs, and invest.

15· · · · · · ·For these reasons, Hyper Ice

16· ·respectfully urges USTR not to impose additional

17· ·tariffs on Hyper Ice products.· Thank you for

18· ·the opportunity to testify.· I'd be pleased to

19· ·answer any questions.

20· · · · · · ·MS. HASANDRAS:· Thank you, Mr. Pearson.

21· · Mr. Hwang, you have the floor.

22· · · · · · ·DR. HWANG:· Thank you to USTR and the
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·1· ·Section 301 Committee for the opportunity to

·2· ·testify today.· My name is Thomas Hwang.· I'm a

·3· ·physician and health policy researcher at

·4· ·Harvard Medical School and Brigham Young Women's

·5· ·Hospital in Boston, where I lead the Cancer

·6· ·Innovation Regulation Initiative.· My

·7· ·perspective here is academic and all views

·8· ·presented are my own.

·9· · · · · · ·Eliminating forced labor is a vital

10· ·objective and I fully agree.· The U.S. has also

11· ·long recognized the moral and legal obligation

12· ·to provide duty-free treatment to medical

13· ·products.

14· · · · · · ·Medical devices range from pacemakers

15· ·and artificial hip and knee implants, to MRI

16· ·scanners and ultrasound machines used in

17· ·pregnancy.· All of these are critical parts of

18· ·modern healthcare, and an estimated ten percent

19· ·of individuals in the U.S. will have a medical

20· ·device implanted at some point in their

21· ·lifetimes.

22· · · · · · ·My testimony today calls for the
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·1· ·Committee to remove medical devices and

·2· ·diagnostic imaging from the scope of the

·3· ·proposed action.· I'll first present some

·4· ·findings from research on the geographic origin

·5· ·of devices in the U.S. healthcare system and

·6· ·then I'll present five key considerations for

·7· ·the Committee to consider.

·8· · · · · · ·As background for the Committee,

·9· ·medical devices rely on complex specialized

10· ·transnational supply chains.· In some cases,

11· ·certain components can only be manufactured at a

12· ·single facility, such as specialized lenses.

13· · · · · · ·We conducted a study mapping the flow

14· ·of imports for commonly implanted cardiac,

15· ·vascular, and orthopedic implants in the U.S.

16· ·Medicare population, and we used linked shipment

17· ·data from CBP as well as FDA approval data for

18· ·this analysis.

19· · · · · · ·Across nearly 700,000 imports from Q1

20· ·of 2022 to the first quarter of 2026, the EU

21· ·accounted for roughly 60 percent of cardiac

22· ·implantable electronic devices imported into the
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·1· ·U.S., roughly 80 percent of vascular devices,

·2· ·and 77 percent of orthopedic import implants.

·3· · · · · · ·Most heart valve imports were from

·4· ·Mexico, 37 percent, Singapore 20 percent, and

·5· ·Costa Rica at 18 percent.· Our back-of-the-

·6· ·envelope estimates place the imported share of

·7· ·U.S. implanted devices in Medicare at roughly 40

·8· ·to 60 percent overall.

·9· · · · · · ·I'll move on to five key considerations

10· ·for the Committee.· First, the proposed action

11· ·raises the risk of supply dislocations and

12· ·shortages of vital devices and imaging

13· ·equipment.

14· · · · · · ·For high-risk for Class III medical

15· ·devices, changed to manufacturing location or

16· ·process generally require the manufacturer to

17· ·provide advanced notification or receive

18· ·approval by the Food and Drug Administration.

19· · · · · · ·For certain medical devices, there may

20· ·not be clinically practicable substitutes, for

21· ·example, because of surgery volume, patient

22· ·characteristics, or disease indication.· These
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·1· ·unique factors of the U.S. medical device market

·2· ·limit the ability to effectively substitute

·3· ·imported devices for domestic alternatives.

·4· · · · · · ·Second, the proposed action may cause

·5· ·economy-wide disruption through increased

·6· ·healthcare costs.· Medical devices, such as

·7· ·artificial heart valves and joint prosthetics,

·8· ·are generally reimbursed through fixed or

·9· ·bundled payments for the episode of care, so

10· ·additional duties imposed on manufacturers and

11· ·passed through to hospitals and other payers

12· ·would compress already stressed hospital and

13· ·physician practice margins in the short term,

14· ·particularly for rural and safety net providers.

15· · · · · · ·These added costs would be ultimately

16· ·borne by Medicare, Medicaid, other payers, as

17· ·well as patients through increased healthcare

18· ·premiums.· Third, existing Chapter 98 duty-free

19· ·treatment for eligible medical devices should be

20· ·preserved.

21· · · · · · ·The U.S. has long recognized the moral

22· ·and legal obligation to provide duty-free
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·1· ·treatment for products designed for the use or

·2· ·benefit of the blind and other persons with

·3· ·physical or mental disabilities as provided

·4· ·under the Nairobi Protocol.

·5· · · · · · ·I urge the Committee to ensure that

·6· ·duties provided any new Chapter 99 subheadings

·7· ·not apply to articles entered under the Nairobi

·8· ·Protocol provisions.

·9· · · · · · ·Fourth, imaging equipment in particular

10· ·should be excluded from separate Section 301

11· ·action.· Existing Section 232 actions applying

12· ·to imaging systems include metals and

13· ·semiconductors.

14· · · · · · ·For example, steel, aluminum, and

15· ·copper account for an estimated 40 to 60 percent

16· ·by weight of a typical superconducting MRI

17· ·scanner.· In addition, advanced chips are

18· ·integral to imagery construction of photon-

19· ·counting CT and quantitative PET scans.

20· · · · · · ·The cumulative effects of these Section

21· ·232-related imported duties that are already in

22· ·force will likely increase the costs borne by
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·1· ·hospitals and physician groups of purchasing and

·2· ·maintaining key diagnostic equipment,

·3· ·particularly newer generations of imaging

·4· ·technologies.

·5· · · · · · ·Fifth and finally, medical devices and

·6· ·equipment are already subject to pending Subject

·7· ·232 investigation and should be excluded from

·8· ·separate action under Section 301.

·9· · · · · · ·The USTR and the Committee

10· ·appropriately included the headings covered by

11· ·concluded Section 232 investigations, such as

12· ·pharmaceutical products, in Annex A.

13· · · · · · ·In summary, I urge the Committee and

14· ·USTR to, one, add medical devices and diagnostic

15· ·imaging equipment under the subheadings 9018,

16· ·9019, 9021, and 9022 to Annex A, and secondly,

17· ·to preserve duty-free treatment for eligible

18· ·devices under the Nairobi Protocol provisions

19· ·already in force.

20· · · · · · ·Including these measures in the

21· ·proposed action would advance the moral

22· ·imperative of eliminating forced labor --
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·1· · · · · · ·MS. HASANDRAS:· Mr. Hwang, your time

·2· ·has expired.· Thank you.

·3· · · · · · ·MR. HWANG:· -- whilst honoring the

·4· ·obligation to protect patients.· Thank you.

·5· · · · · · ·MS. HASANDRAS:· That's time.· All

·6· ·right, thank you.· Your time has expired.· Ms.

·7· ·Aubert, you have the floor.· Thank you.

·8· · · · · · ·MS. AUBERT:· Thank you.· Thank you for

·9· ·the opportunity to appear today.· My name is

10· ·Lisa Aubert.· I'm the President of Cochlear

11· ·North America, headquartered in Colorado.

12· · · · · · ·Cochlear respectfully requests that

13· ·USTR's final action maintain the long-held duty-

14· ·free status of implantable hearing devices

15· ·through continuing to apply the Nairobi

16· ·Protocol, a Chapter 98 provision, or through

17· ·product-specific exclusions.

18· · · · · · ·Cochlear implants and bone-anchored

19· ·implants are surgically implanted devices for

20· ·individuals with severe and disabling hearing

21· ·loss that cannot be treated with conventional

22· ·hearing aids.
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·1· · · · · · ·These technologies support nearly a

·2· ·quarter million Americans, including children,

·3· ·veterans, and seniors, helping them communicate,

·4· ·participate in school and work, and remain

·5· ·connected to their families and their

·6· ·communities.

·7· · · · · · ·Maintaining duty-free status is

·8· ·consistent with clear precedent to support

·9· ·Americans with disabling hearing loss and is in

10· ·the best interest of the U.S. economy.

11· · · · · · ·Duty-free status benefits American

12· ·patients, hospitals, insurers, and government

13· ·healthcare programs, supporting access for

14· ·individuals with disabilities who often have

15· ·limited resources.

16· · · · · · ·The United States has maintained duty-

17· ·free status for implantable hearing devices

18· ·under the Nairobi Protocol for decades.· The

19· ·Trump administration explicitly upheld this

20· ·status twice in the last 15 months, reflecting

21· ·the Nairobi Protocol's core intent, ensuring

22· ·customs duties do not impede access to essential
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·1· ·technologies for people with disabilities.

·2· · · · · · ·Beyond upholding precedent, duty-free

·3· ·status meets all three of USTR's exclusion

·4· ·considerations.· First, tariffs would have a net

·5· ·negative economic impact.

·6· · · · · · ·Implantable hearing devices enable

·7· ·language development for children, workforce

·8· ·participation for adults, and healthy aging for

·9· ·older Americans.· Treatment with a cochlear

10· ·implant targets a key modifiable risk of

11· ·dementia.

12· · · · · · ·Each annual cohort of U.S. patients

13· ·generates significant lifetime economic and

14· ·social value through increased workforce

15· ·participation, federal tax contributions, and

16· ·reduced disability support.· Tariffs would raise

17· ·costs and restrict access, erasing far more

18· ·economic value than tariff revenue.

19· · · · · · ·Second, tariffs would risk serious

20· ·supply disruption where there is no practical

21· ·domestic substitute.· Cochlear has long

22· ·supported the majority of U.S. patients seeking
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·1· ·cochlear implants.

·2· · · · · · ·Cochlear's Australian manufacturing

·3· ·produces cochlear implants through highly

·4· ·specialized processes that cannot be easily

·5· ·replicated or relocated.· Moreover, demand

·6· ·cannot simply be shifted to alternative sources

·7· ·given differences in technology platforms and

·8· ·available capacity.

·9· · · · · · ·Tariffs would disrupt this life-

10· ·changing technology because patients would have

11· ·no practical substitute and other sources cannot

12· ·satisfy domestic demand.

13· · · · · · ·Third, the global implantable hearing

14· ·industry reflects technical complexity and

15· ·decades of R&D investment, not forced labor or

16· ·practices creating unfair competitive advantage.

17· · · · · · ·Cochlear maintains a robust supply

18· ·chain due diligence program and operates through

19· ·regulated transparent supply chains with

20· ·significant activity in allied markets such as

21· ·the U.S., Australia, and Europe.· Imposing

22· ·tariffs on implantable hearing devices would not
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·1· ·advance the forced labor policy objective.

·2· · · · · · ·I note for context that Cochlear has a

·3· ·significant commitment in and to the United

·4· ·States.· Cochlear serves over 10,000 veterans

·5· ·and active-duty service members as a trusted

·6· ·U.S. federal contractor and has done so for more

·7· ·than 30 years.

·8· · · · · · ·We employ over 800 people in the U.S.

·9· ·and have invested extensively in the U.S. to

10· ·advance innovation, research, clinical support,

11· ·and patient access.

12· · · · · · ·In summary, for the reasons I have

13· ·outlined, maintaining long-held duty-free status

14· ·for Cochlear's products that serve disabled

15· ·Americans is consistent with precedent and is in

16· ·the best interests of the U.S. economy.

17· · · · · · ·Cochlear respectfully requests that

18· ·USTR's final action preserve duty-free treatment

19· ·for implantable hearing devices.· Thank you.  I

20· ·welcome your questions.

21· · · · · · ·MS. HASANDRAS:· Thank you, Ms. Aubert.

22· · We will now turn to questions from the
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·1· ·government representatives.

·2· · · · · · ·MS. LONDON:· This question is for Mr.

·3· ·Madrecki.· Your testimony appears to request

·4· ·that USTR expand Annex A to exclude additional

·5· ·goods from the scope of the proposed action.

·6· · · · · · ·Can you speak to the availability of

·7· ·these goods from domestic and other sources?· To

·8· ·what extent would the domestic supply of such

·9· ·goods, if any, be dislocated or disrupted if not

10· ·included in Annex A?

11· · · · · · ·MR. MADRECKI:· So, in submitting

12· ·additional items for inclusion under Annex A, we

13· ·discussed the ingredients of concern chiefly

14· ·with our member companies, so these are food,

15· ·beverage, household, and personal care

16· ·manufacturers.

17· · · · · · ·And their input to us is that in many

18· ·cases, there might be products that look like

19· ·they would have domestic capacity, right, like a

20· ·dried onion or a dried marjoram, and the product

21· ·that is manufactured here or grown in the U.S.

22· ·is not then available in that dried form or in
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·1· ·some other, like in the commercial form that is

·2· ·then purchased by a food manufacturer.

·3· · · · · · ·It might be sold in a different, for

·4· ·retail or for like a fresh produce, and so that

·5· ·incongruity between how the U.S. grows a product

·6· ·for certain channels versus then what is maybe

·7· ·perhaps processed or subsequently available to

·8· ·food manufacturers in a different capacity or

·9· ·needing to be sourced explains some of that,

10· ·let's say, like for those ingredients that

11· ·seemingly have some level of domestic capacity,

12· ·if that makes sense.

13· · · · · · ·MS. LONDON:· Thank you.

14· · · · · · ·MS. OTTING:· My question is for Ms.

15· ·Sorkin, Ms. Aubert, Mr. Pearson, and Mr. Hwang.

16· · Each of you requested that USTR exempt medical

17· ·device products from the proposed additional

18· ·duties in these investigations.

19· · · · · · ·Is there a different action that USTR

20· ·could take with respect to those products that

21· ·would encourage the economies whose acts,

22· ·policies, and practices are subject to these
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·1· ·investigations to abandon their unfair

·2· ·practices?

·3· · · · · · ·MS. SORKIN:· I'm not aware of unfair

·4· ·labor practices related to manufacturing of

·5· ·cochlear implants.· Is that what you were asking

·6· ·about?

·7· · · · · · ·Yeah, so these devices are produced in

·8· ·very specialized clean rooms that produce

·9· ·cochlear implants only.· The individuals who are

10· ·involved in the practice of producing them are

11· ·highly specialized.

12· · · · · · ·They undergo a tremendous amount of

13· ·training.· I've actually been to some of the

14· ·clean rooms and have been told that they train

15· ·for three or four months before they ever

16· ·produce a device that can be placed in a human.

17· · · · · · ·So, it's a very specialized job that is

18· ·sought after, and the two companies that produce

19· ·these offshore are Australia and Austria, and

20· ·they are companies that do one thing.· They

21· ·produce cochlear implants.

22· · · · · · ·That would be very, very difficult to
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·1· ·begin this kind of production process in the

·2· ·United States.· There is currently one U.S.

·3· ·producer, but it provides about ten to 15

·4· ·percent of our market.· The rest of it comes

·5· ·from offshore.

·6· · · · · · ·MR. PEARSON:· Great, thank you very

·7· ·much for the question.· To echo the sentiments

·8· ·expressed, our manufacturing services are highly

·9· ·sophisticated.· They're highly sought after.

10· ·They're highly desirable roles within, in our

11· ·case, it's mostly China or Vietnam that we're

12· ·producing.

13· · · · · · ·So, a couple of things, one is they are

14· ·ISO certified.· They're subject to regular and

15· ·unannounced audits.· We also have independent

16· ·verifications that are done and certain

17· ·certifications that certain partners go through

18· ·to assert that they have quality labor

19· ·practices.

20· · · · · · ·It's actually a little bit of a push

21· ·and pull between the individuals that work there

22· ·because they want to limit, as an example, work
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·1· ·to 60 hours a week, and the workers actually

·2· ·really want to work 70, and so they have that

·3· ·push and pull naturally.

·4· · · · · · ·But potentially proving that, or

·5· ·providing that certification of fair practices,

·6· ·labor practices, might be valuable, but as we

·7· ·expressed, we do not feel that forced labor is a

·8· ·factor in the high-tech manufacturing industry

·9· ·and specifically with our partners.

10· · · · · · ·MR. HWANG:· I agree.· There is no

11· ·empirical evidence that I am aware of the use of

12· ·forced labor in the manufacturing of medical

13· ·devices.· I would be pleased to submit some

14· ·additional comments in the post-hearing

15· ·submission on ways that we can reduce the burden

16· ·if tariffs were to be applied on medical device

17· ·manufacturers.

18· · · · · · ·One point I guess I would mention for

19· ·medical devices that's unique is manufacturing

20· ·sites are usually subject to inspection by the

21· ·FDA, and so one action that's not within the

22· ·USTR's scope but that could be done by the FDA
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·1· ·is an attestation that those site visits don't

·2· ·document any evidence of forced labor.

·3· · · · · · ·And such an action would probably

·4· ·require sort of new legislative backing, but at

·5· ·this time, I would urge the Committee to exclude

·6· ·medical devices from the scope of this Section

·7· ·301 action.

·8· · · · · · ·MS. AUBERT:· Thank you for the

·9· ·question.· So, yes, we are subject to FDA

10· ·inspections at our Australian manufacturing

11· ·plant and they happen regularly.· We do share

12· ·USTR's goal.· Cochlear does encourage

13· ·transparency in reporting throughout our supply

14· ·chains.

15· · · · · · ·We publish an annual modern slavery

16· ·statement that details our controls and is

17· ·submitted to the Australian government under law

18· ·yearly.· We're happy to supply in writing some

19· ·more information on that.

20· · · · · · ·MS. OTTING:· Thank you.

21· · · · · · ·MS. MAPATANO:· Good afternoon.· My

22· ·question is for Mr. Childress.· Your written
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·1· ·testimony suggests a tariff remedy should

·2· ·distinguish compliant from noncompliant

·3· ·producers, or target the specific regions or

·4· ·entities where forced labor has been credibly

·5· ·documented.· Could you provide more information

·6· ·on this suggestion?

·7· · · · · · ·MR. CHILDRESS:· Sure, thanks very much

·8· ·for the question.· Yeah, what that statement

·9· ·really goes to is the breadth of the proposed

10· ·action at issue here.

11· · · · · · ·And I think one of the challenges with

12· ·an action that's this broad applying potentially

13· ·to 60 different trading partners is that it

14· ·limits the amount of leverage that the U.S.

15· ·government can gain over any particular trading

16· ·partner.

17· · · · · · ·Because any single trading partner is

18· ·not going to suffer at a competitive

19· ·disadvantage for its market export-oriented

20· ·industries vis-a-vis other competitors if the

21· ·same or very similar tariffs apply across the

22· ·board to all of the major economies that trade
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·1· ·with the U.S. government.

·2· · · · · · ·So, we think a more effective remedy

·3· ·would be focused on those trading partners or

·4· ·the regions within those trading partners that

·5· ·have been identified with credible and

·6· ·documented forced labor risks.

·7· · · · · · ·We think that's a way to create more

·8· ·leverage through this, through the remedies

·9· ·related to this investigation, and at the same

10· ·time, limit the downstream impacts on U.S.

11· ·importers, U.S. companies like Jasco, the

12· ·American workers they employ, and ultimately, on

13· ·U.S. consumers.

14· · · · · · ·MS. MAPATANO:· Thank you.

15· · · · · · ·MS. GOODMAN:· Good morning, Ed.· This

16· ·is a question for you and CTA.· Your testimony

17· ·urges that the Trade Representative not impose

18· ·any new tariffs in these investigations, but we

19· ·have heard that there are some economies that

20· ·are already, whether in their testimony today or

21· ·submissions, and in consultations with USTR and

22· ·other U.S. agencies, have already begun to take
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·1· ·action with respect to forced labor import

·2· ·prohibitions.

·3· · · · · · ·In the absence of a tariff remedy, what

·4· ·other tools or actions could USTR take in order

·5· ·to encourage and persuade the investigated

·6· ·economies to eliminate these unreasonable acts?

·7· · · · · · ·MR. BRZYTWA:· Hi, Maria, nice to see

·8· ·you.· I have been thinking about this question

·9· ·quite a bit.· And I served at USTR.· I think

10· ·USTR is an incredibly capable organization

11· ·within the U.S. government.· The people who

12· ·serve there truly believe in what they are doing

13· ·and they are exceptional civil servants.

14· · · · · · ·I think just using tariffs, it actually

15· ·is, it's not enough.· It doesn't really speak to

16· ·what USTR's capabilities are.· And so, this is

17· ·why in our testimony and in our written

18· ·comments, we suggest that USTR lead a whole

19· ·government approach to address the problem of

20· ·forced labor in supply chains.

21· · · · · · ·That includes working with our allies,

22· ·working with interested countries around the
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·1· ·world in a coalition to eradicate forced labor

·2· ·and address the root causes.

·3· · · · · · ·The tariffs by themselves will not

·4· ·accomplish that objective.· You need collective

·5· ·action.· And it's not just enough for the

·6· ·governments to be cooperating with one another.

·7· · · · · · ·I know, from working with our members

·8· ·companies, especially the larger multinationals,

·9· ·they have sophisticated programs to eradicate

10· ·forced labor from their supply chains.· They

11· ·know where the forced labor is.

12· · · · · · ·They try to address it when they first

13· ·see it and get rid of it.· They have plans in

14· ·place.· They have education in place for their

15· ·employees.· I think there is a lot the U.S.

16· ·government could learn from what the companies

17· ·are doing and I didn't really see that reflected

18· ·in the report.

19· · · · · · ·I think the Department of Homeland

20· ·Security is best positioned, to be honest, based

21· ·on its work on the UFLPA, to be helping USTR

22· ·with this work, because that is a very
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·1· ·particular law that passed with bipartisan

·2· ·margins, very strong bipartisan margins.

·3· · · · · · ·And there's a history to the

·4· ·enforcement of the UFLPA now that the industry

·5· ·understands, and the industry has kind of built

·6· ·up their own approaches to implementation, and

·7· ·CTA has worked closely with DHA on this in the

·8· ·past.

·9· · · · · · ·So, with respect to the rest of the

10· ·world, there isn't an equivalent of the UFLPA at

11· ·all.· All we're getting is we don't have an

12· ·UFLPA, so you get tariffs.· I don't think, like

13· ·I said, I don't think that's enough.

14· · · · · · ·I mean, you have to have a cooperative

15· ·approach with the industry and I think you need

16· ·more evidence, like Patrick said and others have

17· ·said at this table, if you're really going to

18· ·drill down to the product level to determine

19· ·whether forced labor has entered supply chains.

20· · · · · · ·MS. HASANDRAS:· Thank you to the panel.

21· · This concludes Panel 17.· We will take a short

22· ·break at reconvene at 12:30.· Thank you.
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·1· · · · · · ·(Whereupon, the above-entitled matter

·2· ·went off the record at 12:20 p.m. and resumed at

·3· ·12:32 p.m.)

·4· · · · · · ·MS. HASANDRAS:· Good afternoon.· We

·5· ·will now proceed with Panel 18.· Mr.

·6· ·DeFrancesco, you have the floor.

·7· · · · · · ·MR. DeFRANCESCO:· Great, thank you.

·8· ·Good morning, I'm Robert DeFrancesco of Wiley

·9· ·Rein.· I'm testifying today on behalf of the

10· ·American Trailer Manufacturers Coalition.· The

11· ·coalition is a domestic coalition of trailer

12· ·manufacturers comprised of producers Stoughton

13· ·Trailers, Great Dane, and Wabash National.· I'd

14· ·like to thank you for the opportunity to appear

15· ·before you today.

16· · · · · · ·I want to start by emphasizing that the

17· ·coalition fully supports USTR's findings that

18· ·the investigated economies in these proceedings

19· ·have failed to impose and/or effectively enforce

20· ·forced labor importation prohibitions and make

21· ·necessary adjustments, and that the tariffs of

22· ·10 percent and 12-and-a-half on U.S. imports
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·1· ·from these countries are necessary to address

·2· ·the imports produced from those forced labor

·3· ·practices, either in those countries or

·4· ·shipments through those countries.

·5· · · · · · ·The coalition believes, however, for

·6· ·the reasons fully -- that for the measures to

·7· ·fully address the harm these practices cause

·8· ·U.S. producers, USTR should stack the proposed

·9· ·301 tariffs on top of the product's subject to

10· ·232 tariffs.

11· · · · · · ·The Section 232 steel and aluminum-

12· ·derivative tariffs covering van-type trailers

13· ·have been invaluable to the domestic industry.

14· ·These tariffs have allowed domestic van-type

15· ·trailer industry to make the needed investments

16· ·and to stay afloat in the turbulent times marked

17· ·by dumped and -- significant increases in dumped

18· ·and subsidized imports from many of these

19· ·countries, specifically from Canada, China, and

20· ·Mexico.

21· · · · · · ·Even with the 232 tariffs however, the

22· ·onslaught of unfairly traded imports from these
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·1· ·countries has continued, as foreign producers

·2· ·and U.S. importers have simply shipped through

·3· ·the 232 tariffs.· In fact, conditions have

·4· ·gotten so bad, the domestic industry recently

·5· ·filed the trade remedies case on van-type

·6· ·trailers from Canada, China, and Mexico.

·7· · · · · · ·Significantly, each of these countries

·8· ·is subject to USTR's 301 forced labor

·9· ·investigations, and USTR has found that each of

10· ·these countries has failed to impose, or

11· ·effectively enforced, forced labor prohibitions,

12· ·thereby warranting a Section 301 remedy.

13· · · · · · ·Imposing Section 232 tariffs on these

14· ·countries alone has been insufficient to

15· ·restrain their imports.· To ensure that the

16· ·Section 301 tariffs work as intended and

17· ·effectively restrain U.S. imports from Canada,

18· ·China, and Mexico, and elsewhere that are

19· ·produced with forced labor, it is imperative

20· ·that the Section 301 tariffs are imposed in

21· ·addition to the 232 tariffs on steel and

22· ·aluminum, at least with respect to these
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·1· ·products and these HTS codes.

·2· · · · · · ·Thank you for your time and attention,

·3· ·and I'm happy to answer any questions you might

·4· ·have.

·5· · · · · · ·MS. HASANDRAS:· Thank you, Mr.

·6· ·DeFrancesco.· Mr. Brackemyre, you have the

·7· ·floor.

·8· · · · · · ·MR. BRACKEMYRE:· Great, thank you.

·9· ·Good afternoon, my name is Ted Brackemyre with

10· ·Wiley Rein, I'm testifying today on behalf of

11· ·the American Personal Transportation Vehicle

12· ·Manufacturers Coalition.· The coalition is

13· ·comprised of Textron specialized vehicles and

14· ·Club Car who are the two leading U.S. producers

15· ·of low-speed personal transportation vehicles.

16· · · · · · ·Club Car and Textron are both located

17· ·in Augusta, Georgia where they have been each

18· ·manufacturing vehicles for more than 60 years.

19· ·The vehicles they design, engineer and produce

20· ·are commonly referred to as golf carts, personal

21· ·transportation vehicles, light utility vehicles,

22· ·and low-speed vehicles.
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·1· · · · · · ·Thank you for the opportunity to appear

·2· ·today, and I appreciate the work being done by

·3· ·the committee to ensure fair trade and support

·4· ·domestic manufacturing.

·5· · · · · · ·The United States is by far the largest

·6· ·and most attractive market in the world for low-

·7· ·speed personal transportation vehicles, and it's

·8· ·become a target for foreign manufacturers to

·9· ·dump their low-priced and heavily subsidized

10· ·imports.· This unfair trade has been fueled in

11· ·large part by distortive market practices such

12· ·as the use of forced labor and the failure of

13· ·third countries to address goods made with

14· ·forced labor in their supply chains.

15· · · · · · ·In this respect, the coalition is

16· ·pleased to see that China, Vietnam, Thailand,

17· ·Malaysia, and Taiwan, which are the largest

18· ·import sources of unfairly traded low-speed

19· ·personal transportation vehicles in the United

20· ·States, are among the countries covered by

21· ·USTR's proposed Section 301 tariff action.

22· · · · · · ·As the coalition has detailed in its
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·1· ·written submissions, the use of forced labor

·2· ·throughout parts of these economies is well

·3· ·established, as is the failure of these

·4· ·countries to impose adequate protections to

·5· ·ensure that their supply chains do not benefit

·6· ·from goods made with forced labor.

·7· · · · · · ·Coalition members have been greatly

·8· ·harmed by the disruptive trade policies adopted

·9· ·by many U.S. trading partners including China,

10· ·but also Vietnam, Thailand, Malaysia, and

11· ·Taiwan.· Historically, China has been the

12· ·largest foreign producer of low-speed personal

13· ·transportation vehicles, however in blatant

14· ·efforts to circumvent existing U.S. trade

15· ·measures, much of that Chinese production is now

16· ·moving quickly to third countries and still

17· ·harming the U.S. market.

18· · · · · · ·In fact, despite not having domestic

19· ·production even just a year or two ago, so far

20· ·in 2026 imports of these vehicles from countries

21· ·such as Vietnam, Thailand, Malaysia, and Taiwan

22· ·have each exceeded imports from China, according
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·1· ·to the official U.S. imports statistics.· This

·2· ·is why the adoption and enforcement of

·3· ·comprehensive trade protections, such as Section

·4· ·301 measures, is essential to support U.S.

·5· ·manufacturers.

·6· · · · · · ·To illustrate this a bit further, in

·7· ·June 2024 the coalition filed trade petitions to

·8· ·address unfairly traded imports of low-speed

·9· ·personal transportation vehicles from China.· In

10· ·August 2025, the Commerce Department published

11· ·anti-dumping and countervailing duties with

12· ·combined rates for most companies ranging

13· ·between 333 percent and 519 percent, yet

14· ·unfairly traded imports continue to enter the

15· ·United States and cause harm to the domestic

16· ·industry.

17· · · · · · ·The coalition has also filed multiple

18· ·allegations of evasion with Customs and Border

19· ·Protection.· In response to those allegations

20· ·earlier this spring, Customs imposed interim

21· ·measures under the Enforce and Protect Act on

22· ·many of the largest importers of these vehicles.
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·1· · Customs found that these importing companies

·2· ·are evading the trade orders in place on China,

·3· ·including by transshipping vehicles to the

·4· ·United States through third countries such as

·5· ·Vietnam.

·6· · · · · · ·The ability of Chinese producers to

·7· ·quickly turn to shipping through third

·8· ·countries, again like Vietnam, like Malaysia,

·9· ·like Thailand, like Taiwan, is emblematic of

10· ·their distortive trade practices of these

11· ·countries and their failure to effectively

12· ·shield themselves from the disruptive and

13· ·unlawful behaviors of their trading partners.

14· · · · · · ·Accordingly, the coalition continues to

15· ·ask that comprehensive Section 301 measures be

16· ·imposed on imports of low-speed personal

17· ·transportation vehicles, and also their parts

18· ·and assemblies, as we've detailed in our written

19· ·comments.· Covering the full range of parts and

20· ·assemblies is necessary to combat the trade

21· ·evasion that foreign producers have already

22· ·shown that they're willing to engage in.
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·1· · · · · · ·Further, the coalition asks that the

·2· ·trade relief provided under the Section 301

·3· ·action be in addition to, and cumulated with,

·4· ·any measures adopted as part of additional

·5· ·Section 301 or other trade investigations.· This

·6· ·should include the stacking of tariffs both by

·7· ·HTS code and by country.· This sort of

·8· ·cumulative tariff treatment is necessary to

·9· ·achieve the objective sought by the

10· ·Administration through its various trade

11· ·investigations and tariff programs.

12· · · · · · ·On that, I thank you for your time, and

13· ·I look forward to answering any questions.

14· ·Thank you.

15· · · · · · ·MS. HASANDRAS:· Thank you, Mr.

16· ·Brackemyre.· Mr. Vorhees, you have the floor.

17· · · · · · ·MR. VORHEES:· Good afternoon, and thank

18· ·you for the opportunity to appear today.· My

19· ·name is Bret Vorhees, I'm the president and CEO

20· ·of Taurus Holdings, and I appear on behalf of a

21· ·group of companies including Taurus, Magtech

22· ·Ammunition, and CBC Ammunition, companies that
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·1· ·together form one of the leading suppliers of

·2· ·affordable and reliable firearms and ammunition

·3· ·in the United States.

·4· · · · · · ·We are here because we share the

·5· ·Administration's goals of more manufacturing in

·6· ·America, more high-quality jobs, and building a

·7· ·more resilient domestic industrial base.· We ask

·8· ·only that those goals be protected and not

·9· ·inadvertently undermined by USTR's proposed

10· ·tariff actions.

11· · · · · · ·Besides importing significant volumes

12· ·of firearms, ammunition and components, Taurus

13· ·and CBC have significant and growing domestic

14· ·manufacturing operations in Georgia and are

15· ·breaking ground on a new ammunition factory in

16· ·Oklahoma, which will be the largest Brazilian

17· ·manufacturing investment in the United States in

18· ·recent years.

19· · · · · · ·Since relocating to Bainbridge, Georgia

20· ·in 2019, Taurus has invested over $37 million in

21· ·its manufacturing facility and created

22· ·approximately 230 skilled jobs.· A plan for an

https://nealrgross.com/


·1· ·additional $30 million in capital expenditures,

·2· ·together with a near doubling of the facility's

·3· ·workforce, will further localize production that

·4· ·was previously offshore.

·5· · · · · · ·In Oklahoma, CBC Global Ammunition

·6· ·Group has launched a $300 million dollar

·7· ·investment in a new facility, its first fully

·8· ·vertically integrated ammunition manufacturing

·9· ·plant outside of Brazil.· Once complete, the

10· ·facility will produce all major ammunition

11· ·components and inputs on site, and it is

12· ·expected to create more than 400 high-skill,

13· ·well-paying jobs.

14· · · · · · ·Taurus and CBC's U.S. manufacturing

15· ·investments directly support federal objectives

16· ·to restore production, strengthen domestic

17· ·industrial capacity, and build resilient supply

18· ·chains for national security-critical product

19· ·lines.

20· · · · · · ·One of those security-critical product

21· ·lines is called nitrocellulose, a critical

22· ·energetic element, material used in ammunition
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·1· ·that has been in short supply.· Only a few

·2· ·production facilities in the Western Hemisphere

·3· ·exist that produce nitrocellulose, and CBC's new

·4· ·facility will have a scalable capacity that will

·5· ·exceed the United States' total import volumes.

·6· · · · · · ·USTR's proposed tariffs on imports from

·7· ·Brazil and the other economies covered by the

·8· ·proposed action would harm those investments in

·9· ·two ways.

10· · · · · · ·First, it would raise costs for

11· ·specialized equipment and inputs that the

12· ·Oklahoma facility requires to complete

13· ·construction.· That equipment is not available

14· ·from U.S. suppliers, it must be procured from

15· ·CBC's Brazilian facilities and from specialty

16· ·suppliers.· Attempting to qualify a new U.S.

17· ·supplier would require a lengthy technical

18· ·onboarding and re-engineering phase.

19· · · · · · ·Second, the tariffs would erode the

20· ·commercial revenues that fund these capital

21· ·expenditures, as the companies experienced in

22· ·2025.· Tariffs that materially reduce Taurus and
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·1· ·CBC's revenue would directly constrain CBC's

·2· ·ability to finance, complete, and operate the

·3· ·Oklahoma facility.

·4· · · · · · ·Beyond the investment risk, consider

·5· ·who pays the cost.· The economies affected by

·6· ·this proposed action account for nearly all U.S.

·7· ·ammunition and firearm imports, and several of

·8· ·the leading sources of foreign supplier provided

·9· ·by Taurus and CBC and its affiliates.· No U.S.

10· ·manufacturers currently produce at a scale

11· ·sufficient to replace that supply.

12· · · · · · ·The proposed tariffs would impose a

13· ·disproportionate burden on Americans with low to

14· ·moderate incomes who rely on Taurus and CBC's

15· ·products for access to affordable firearms and

16· ·training ammunition.· These are working

17· ·Americans who operate under fixed budgets and

18· ·for whom the higher ammunition prices directly

19· ·impact, as seen last year, pricing Americans out

20· ·of their ability to exercise their second

21· ·amendment rights.

22· · · · · · ·There's also a compounding tax concern.
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·1· · The 11 percent Firearm and Ammunition Excise

·2· ·Tax already applies to Taurus products at the

·3· ·point of every U.S. sale.· Through this tax,

·4· ·Taurus sales support wildlife conservation,

·5· ·public land use, and firearm safety programs

·6· ·nationwide.· Layering additional Section 301

·7· ·tariffs on top of that risks suppressing demand,

·8· ·reducing excise tax revenues, and undermining

·9· ·the programs those revenues fund.

10· · · · · · ·Finally, and most directly, the Act's

11· ·policies and practices related to the forced

12· ·labor that USTR has identified do not involve

13· ·Taurus and CBC.· Taurus and CBC maintain strict

14· ·compliance procedures, and forced labor does not

15· ·exist anywhere in our supply chain.

16· · · · · · ·On top of Taurus and CBC's own

17· ·practices, we note that USTR report for these

18· ·investigation does not identify our industry as

19· ·one that benefits from forced labor.· Imposing

20· ·remedial tariffs on the firearm sector would not

21· ·be a practical or effective approach to

22· ·resolving any of the market distortions USTR has
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·1· ·identified.

·2· · · · · · ·Including firearm ammunition and

·3· ·manufacturing equipment in the proposed tariff

·4· ·action would not remedy the Act's policies and

·5· ·practices that form the basis of this

·6· ·investigation.· Accordingly, we respectfully

·7· ·request USTR add the HTS subheadings for

·8· ·firearms ammunition and relating --

·9· · · · · · ·MS. HASANDRAS:· Mr. Vorhees, thank you,

10· ·your time has expired.· Thank you to this panel

11· ·for your testimony.· We will now turn to the

12· ·government representatives.

13· · · · · · ·MS. MUMMA:· This question is for Mr.

14· ·DeFrancesco and Mr. Brackemyre.· You have each

15· ·testified regarding the necessity of applying

16· ·additional duties under both Section 301 and

17· ·other trade investigations for certain products

18· ·in order to benefit related domestic industries,

19· ·how would doing so encourage the elimination of

20· ·the Act's policies and practices related to

21· ·forced labor that are the subject of these

22· ·investigations?
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·1· · · · · · ·MR. DeFRANCESCO:· So, I'll start and

·2· ·then I'll turn it over to my colleague Mr.

·3· ·Brackemyre.

·4· · · · · · ·So, what -- as we said in -- as I said

·5· ·in my testimony, currently, the countries at

·6· ·issue at least for the dry vans that we're

·7· ·talking about, Mexico, Canada, and China,

·8· ·they're shipping through the 25 percent tariff

·9· ·and, because of the nature of the way these

10· ·tariffs are collected on a prospective basis,

11· ·it's possible for them to lower the entered

12· ·value, absorb the 25 percent tariff and keep

13· ·moving on.· And, so, to really effectuate and

14· ·address the issue, you have to add the

15· ·additional tariffs to it.

16· · · · · · ·And as an example here, when we're

17· ·talking about the Canadian producer, the

18· ·Canadian producer is actually a Chinese state-

19· ·owned entity, it was a Chinese state-owned

20· ·entity that was actually just recently indicted

21· ·by the Justice Department for antitrust

22· ·violations during the pandemic for a different
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·1· ·product, but it's an intermodal product.

·2· · · · · · ·They import almost 100 percent of the

·3· ·trailer in a kit form into Canada from China,

·4· ·carrying all of those unfair labor practices

·5· ·right along with it, which 80 percent of which

·6· ·is steel or aluminum.· It's then bolted together

·7· ·in Canada and shipped over the border.

·8· · · · · · ·And, so, unless you stack, you're not

·9· ·really addressing the unfair labor practices,

10· ·because they're just lowering the overall price

11· ·of the product.· And the 232 helps, but you need

12· ·more.· And, so -- and that's true even for the

13· ·Mexican producer as well, and then, obviously,

14· ·the products coming directly from China, you

15· ·have the same issue.· So, they really do need to

16· ·stack.

17· · · · · · ·MR. BRACKEMYRE:· And I would add to

18· ·what -- agree with and then add to what Mr.

19· ·DeFrancesco said, that in the golf carts context

20· ·again, we're talking about China, Vietnam,

21· ·Thailand, Taiwan, Malaysia, particularly

22· ·necessary where you have rampant evasion of
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·1· ·existing U.S. trade measures.

·2· · · · · · ·The coalition that I'm appearing for

·3· ·today brought a trade case in 2024, got orders

·4· ·in 2025 on China.· Chinese imports in part have

·5· ·left the market, at least under the primary HTS

·6· ·code, but many different evasion schemes,

·7· ·whether it's disassembling the vehicles,

·8· ·bringing them as parts and components, which is

·9· ·why we've included some of those HTS codes in

10· ·our request, to those Chinese producers

11· ·transshipping, circumventing through third

12· ·countries.

13· · · · · · ·And now when you look at the import

14· ·data, you see Vietnam by far the largest import

15· ·source.· You see increase in imports from

16· ·Malaysia, Taiwan, Thailand, that if you kind of

17· ·view it as a whole, stacking tariffs on top of

18· ·other measures is really the only way to kind of

19· ·combat the problem.

20· · · · · · ·MS. OTTING:· My question is for Mr.

21· ·Vorhees.· You have requested that we exempt

22· ·certain products from the proposed additional
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·1· ·duties in these investigations, are there

·2· ·domestic sources for like products?· If so, why

·3· ·should these products be exempted from the scope

·4· ·of the proposed action?

·5· · · · · · ·MR. VORHEES:· The domestic

·6· ·manufacturers in our industry typically do not

·7· ·participate at a price point that is similar to

·8· ·ours, so we fulfill the entry-level price point

·9· ·for both firearms and ammunition, and history

10· ·has shown that those domestic suppliers do not -

11· ·- they're not motivated to price their products

12· ·competitively with ours.· That being said, we

13· ·are also a domestic supplier and we've been

14· ·actively increasing the production in the U.S.

15· ·at the same lower price points that we

16· ·participate on with our imported products.

17· · · · · · ·One last point is over the last year,

18· ·the ammunition division of our companies seized

19· ·imports for a period of time, and instead of the

20· ·domestic suppliers filling the lower price

21· ·points, they actually increased prices to the

22· ·market during that time.
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·1· · · · · · ·MS. GOODMAN:· Mr. Vorhees, I have a

·2· ·follow-up question.· You noted that the

·3· ·domestic, current domestic suppliers are not

·4· ·competing on the price point of your imported

·5· ·products, is it possible that those lower prices

·6· ·of the imported products are being supported by

·7· ·unfair trade practices, including forced labor,

·8· ·that U.S. producers are not able or willing to

·9· ·match?

10· · · · · · ·MR. VORHEES:· Not in our supply chain

11· ·in any way.

12· · · · · · ·MS. GOODMAN:· Thank you.

13· · · · · · ·MR. DeFRANCESCO:· Sorry, can I actually

14· ·follow up on that, please?· And this goes not

15· ·just to that testimony but to what you heard in

16· ·the panel before us.· I think USTR is correct in

17· ·applying these measures broadly, because any

18· ·amount of forced labor in the supply chain

19· ·lowers the cost of labor in that market

20· ·unfairly, whether it's directly affected by

21· ·those imports or not, whether it's coming

22· ·directly in that supply chain.
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·1· · · · · · ·So, the fact that there is forced

·2· ·labor, and it is significant in those countries,

·3· ·and it's either in the supply chain or related

·4· ·to the supply chain, affects the overall pricing

·5· ·of that product just by nature of lowering the

·6· ·overall labor cost in those markets.· So, it is

·7· ·-- the only way to really address it is broadly,

·8· ·the way the USTR has constructed it.

·9· · · · · · ·MS. HASANDRAS:· Thank you.· This

10· ·concludes Panel 18.· We will take a short recess

11· ·for lunch and reconvene with Panel 19 at 1:55.

12· ·Thank you.

13· · · · · · ·(Whereupon, the above-entitled matter

14· ·went off the record at 12:51 p.m. and resumed at

15· ·1:58 p.m.)

16· · · · · · ·MR. BURCH:· Will the room please come

17· ·to order?

18· · · · · · ·MS. YANAGAWA:· Good afternoon.· We will

19· ·begin with Panel 19.· I think we'll have all the

20· ·government panel do one last round of

21· ·introductions again.· If I can start with folks

22· ·on the right?
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·1· · · · · · ·MS. ATKIN:· Hello.· I'm Jennifer Atkin.

·2· · I'm with USTR's Office of Labor Affairs.

·3· · · · · · ·MS. MUMMA:· My name is Christine Mumma.

·4· · I'm with the Department of State.

·5· · · · · · ·MS. REINITZ:· Julia Reinitz from the

·6· ·Department of Labor's Bureau of International

·7· ·Labor Affairs.

·8· · · · · · ·MS. RESNICK:· Bonnie Resnick from the

·9· ·Office of International Trade at Treasury.

10· · · · · · ·MS. MAPATANO:· Dawn Mapatano,

11· ·Department of Health and Human Services, Office

12· ·of Global Affairs.

13· · · · · · ·MS. OTTING:· Clare Otting from the U.S.

14· ·Department of Commerce.

15· · · · · · ·MS. JORDANOFF:· Desi Jordanoff with

16· ·Small Business Administration, Office of

17· ·Manufacturing and Trade.

18· · · · · · ·MS. YANAGAWA:· And I am Grace Yanagawa

19· ·with the U.S. Trade Representative Office.· I am

20· ·an Assistant General Counsel.

21· · · · · · ·So, with Panel 19, I will ask -- Mr.

22· ·Kristo, you have the floor.
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·1· · · · · · ·MR. KRISTO:· Hello, my name is Bryce

·2· ·Kristo.· I am president and CEO of INX

·3· ·International Ink Company.· Thank you to the

·4· ·panelists for the opportunity to testify today.

·5· ·INX International strongly supports USTR's use

·6· ·of Section 301 of the Trade Act of 1974 to

·7· ·confront forced labor, non-market practices, and

·8· ·supply chain vulnerabilities.· We view the

·9· ·proposed action as an important opportunity to

10· ·reinforce American manufacturing leadership.

11· · · · · · ·INX is a U.S.-headquartered

12· ·manufacturer and global leader in inks used in

13· ·countless products found on the American grocery

14· ·store shelves.· Our inks are essential to some

15· ·of the world's most recognizable brands,

16· ·including Coca-Cola, Pepsi, Nestle, Heineken,

17· ·and Proctor & Gamble.

18· · · · · · ·INX operates 14 U.S. manufacturing

19· ·locations and a research and development

20· ·facility outside of Chicago at 100,000 square

21· ·feet.· We employ over 1,300 American workers.

22· · · · · · ·INX supports the administration's

https://nealrgross.com/


·1· ·effort to strengthen U.S. manufacturing and

·2· ·address non-market trade practices.· Section 301

·3· ·action can play an important role in advancing

·4· ·these objectives when they are targeted at goods

·5· ·that compete with domestic production, or when

·6· ·there is evidence that targeting these products

·7· ·will influence exporting countries' behavior.

·8· · · · · · ·But tariffs on critical manufacturing

·9· ·inputs can have the opposite effect when those

10· ·inputs are unavailable from U.S. suppliers and

11· ·cannot be substituted.· In those cases, tariffs

12· ·simply increase costs for U.S. manufacturers and

13· ·consumers.· They do not advocate reshoring or

14· ·supply chain security.· And unless there is

15· ·evidence that the tariffs will prompt changes in

16· ·the exporting country's acts, policies, or

17· ·practices identified in the investigation, the

18· ·USTR should use a targeted approach to achieve

19· ·its goals.

20· · · · · · ·In the ink manufacturing sector,

21· ·certain critical pigment inputs are unavailable

22· ·from domestic suppliers and cannot be
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·1· ·substituted.· In many cases, the limitation is

·2· ·geological and/or geographical, and the

·3· ·necessary materials, mining, refining, and

·4· ·processing of the necessary materials in

·5· ·recoverable quantities cannot be found in the

·6· ·United States.· These pigments provide unique

·7· ·characteristics that are essential to consumer

·8· ·packaging and branding that require precise and

·9· ·consistent color matching.

10· · · · · · ·As a result, the proposed 301 tariff on

11· ·the critical inputs would not incentivize

12· ·domestic sourcing or create new U.S. production

13· ·capacity.· Instead, tariffs would function as a

14· ·direct tax on INX and other U.S. ink

15· ·manufacturers.· These companies rely on these

16· ·inputs to produce high-value packaging products

17· ·here in the United States.· The higher costs are

18· ·inevitably passed onto consumers, without the

19· ·corresponding benefit of reshoring.

20· · · · · · ·In addition to raising costs, tariffs

21· ·on the INX inputs make U.S. ink manufacturers

22· ·less competitive in the global market.· Many of
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·1· ·INX's overseas competitors use the same foreign-

·2· ·source pigments to manufacture finished ink

·3· ·products outside the United States.· They then

·4· ·export those finished inks into the U.S.· As a

·5· ·result, these foreign manufacturers avoid U.S.

·6· ·tariffs on pigments, even though they use the

·7· ·same underlying supply chain.

·8· · · · · · ·The harm to our industry from U.S.

·9· ·tariffs on input is not theoretical.· In the

10· ·past 12 months, INX has paid more than $9

11· ·million in tariff-related costs to its

12· ·suppliers.· ·The result is millions of dollars

13· ·of lost profits, depressed operating margins,

14· ·and reduced our ability to expand our business.

15· · In addition, it has put U.S. manufacturing and

16· ·operations and employees at risk.· And we are

17· ·not alone.· Another major ink supplier closed

18· ·its South Carolina operations earlier this year.

19· · · · · · ·INX fully supports the USTR's efforts

20· ·to change the acts, policies, and practices that

21· ·discriminate against and disfavor U.S.

22· ·businesses.· However, we see no evidence that
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·1· ·imposing tariffs on these pigments that we rely

·2· ·on have the intended effect of changing

·3· ·exporting country behavior.

·4· · · · · · ·These ink inputs are critical to our

·5· ·manufacturing, but they are relatively low-

·6· ·profile products.· Tariffs on these pigments are

·7· ·unlikely to motivate exporting countries to

·8· ·change behavior with respect to imports of

·9· ·products made with forced labor.· Instead, they

10· ·would operate as a direct tax on U.S.

11· ·manufacturers and consumers.· They would raise

12· ·input costs, reduce global competitiveness, and

13· ·discourage investment in U.S.-based production.

14· · · · · · By strengthening domestic production

15· ·through smart, targeted tariff policy, the

16· ·administration can support American workers and

17· ·the U.S. manufacturers like INX that compete

18· ·with, and win, in the U.S. market and around the

19· ·world.

20· · · · · · ·We refer the panel to our written

21· ·submission for specific HTS codes that are

22· ·focused on our request.· Thank you for your time
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·1· ·today.

·2· · · · · · ·MS. YANAGAWA:· Thank you, Mr. Kristo.

·3· · · · · · ·Mr. Scinto, you have the floor.

·4· · · · · · ·MR. SCINTO:· Good afternoon.· My name

·5· ·is Christopher Scinto, and I appear today on

·6· ·behalf of Le Creuset of America, where I serve

·7· ·as global chief marketing officer.· I am joined

·8· ·by our new U.S. president, Andrew Dawson, seated

·9· ·over my right shoulder, whom we are pleased to

10· ·welcome to South Carolina to lead our U.S.

11· ·operations.

12· · · · · · ·For more than 50 years, Le Creuset has

13· ·made South Carolina its home and the center of

14· ·its U.S. operations.· Our South Carolinian

15· ·workforce distributes Le Creuset products across

16· ·the country and operates a newly-expanded

17· ·distribution center and 74 retail locations in

18· ·37 states.· Nearly 300 full-time, part-time, and

19· ·temporary employees work in South Carolina

20· ·alone, with over 500 additional individuals

21· ·employed across America in warehouses, offices,

22· ·and retail outlets.
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·1· · · · · · ·Le Creuset supports the USTR's mission

·2· ·to open global markets to American goods and to

·3· ·act when foreign policies undermine American

·4· ·workers and companies.· We share the goal of

·5· ·eliminating forced labor from global supply

·6· ·chains, which is why we are here today.

·7· · · · · · ·Le Creuset maintains one of the most

·8· ·comprehensive and independently verified ethical

·9· ·sourcing programs in the consumer goods

10· ·industry. We are a full member of Sedex, a

11· ·global responsible sourcing organization with

12· ·over 60,000 members, and subject our own

13· ·factories and all third-party suppliers to

14· ·regular independent audits conducted under the

15· ·Ethical Trading Initiative Base Code by

16· ·certification bodies accredited by APSCA.

17· · · · · · ·We have implemented EcoVadis

18· ·assessments for 360-degree supplier risk

19· ·evaluation, covering labor and human rights,

20· ·ethics, environmental impact, and sustainable

21· ·procurement, benchmarked against internationally

22· ·recognized standards, including the UN Global
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·1· ·Compact and ISO 26000.

·2· · · · · · ·All third-party suppliers are required

·3· ·to sign a stringent supplier code of conduct as

·4· ·a condition of doing business with us, and we

·5· ·operate confidential whistleblowing hotlines

·6· ·accessible throughout our supply chain.

·7· ·Critically, during the most recent reporting

·8· ·period, no negative consequences relating to

·9· ·human rights were identified anywhere across Le

10· ·Creuset's entire value chain.

11· · · · · · ·In addition, since there is no

12· ·comparable enameled cast iron cookware like Le

13· ·Creuset produced in the United States to satisfy

14· ·the demand, American workers are not competing

15· ·in any way, and certainly not with forced labor

16· ·in regard to such products.

17· · · · · · ·The uniqueness of the situation is

18· ·well-settled.· There has never been U.S.

19· ·production capacity sufficient to meet the needs

20· ·of the American market's demand for enameled

21· ·cast iron cookware.· The United States has not

22· ·historically developed the industrial scale or
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·1· ·specialized capabilities required for this

·2· ·segment.· Enameled cast iron cookware has been

·3· ·produced in Europe for more than a century and

·4· ·forms part of Europe's industrial heritage,

·5· ·craftsmanship, and knowhow.

·6· · · · · · ·Such cookware is produced casting the

·7· ·iron, not steel or aluminum, and therefore falls

·8· ·outside of scope of Section 232 tariffs.· This

·9· ·is confirmed by inclusion in the Annex II to the

10· ·Proclamations 11021 of April 2nd, 2026, and

11· ·11032 of June 2026.· While the U.S. produces

12· ·limited quantities of pig iron locally, the

13· ·specific grades required for enameled cast iron

14· ·cookware are not available in the U.S. market.

15· · · · · · ·Non-alloy pig iron is already listed in

16· ·the potential tariff adjustments for Aligned

17· ·Partners Annex as the product that cannot be

18· ·grown, mined, or naturally produced in the

19· ·United States to satisfy domestic demand.

20· ·Certain ferroalloys, due to manufacturing, are

21· ·largely imported due to their scarcity or

22· ·unavailability of relevant minerals in the U.S.,
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·1· ·and are already covered by existing exemptions

·2· ·under various executive orders and

·3· ·proclamations.

·4· · · · · · ·Sourcing all metallic pigments required

·5· ·for enameled cast iron formulations within the

·6· ·U.S. is also unlikely.· Likewise, the

·7· ·proclamations issued by President Trump on April

·8· ·2nd and June 1st of 2026 included HTS code

·9· ·7323.92.00 in the Annex II of Section 232

10· ·action. We are pleased that this action by the

11· ·U.S. Department Commerce correctly recognized an

12· ·established policy of enameled cast iron

13· ·cookware and like products.· Thank you.

14· · · · · · ·MS. YANAGAWA:· Thank you, Mr. Scinto.

15· · · · · · ·Mr. Duecker?

16· · · · · · ·MR. DUECKER:· Good afternoon.· Thank

17· ·you for the opportunity to appear today before

18· ·the Section 301 Committee.· My name is Dave

19· ·Duecker.· I am the president of West Bend

20· ·Company, which is the manufacturing division of

21· ·Regal Ware, a fourth generation, family-led

22· ·cookware manufacturer in West Bend, Wisconsin.
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·1· · · · · · ·I am here today because Regal Ware is

·2· ·in the process of making one of the largest

·3· ·investments in our company's 81-year-old

·4· ·history, and I want to urge USTR not to take

·5· ·action that would undermine the investment.

·6· · · · · · ·My message is simple: USTR should not

·7· ·impose tariffs on highly specialized production

·8· ·equipment that is not available in the United

·9· ·States and that is designed to improve the

10· ·competitiveness of U.S. manufacturing, increase

11· ·U.S. employment, and bolster U.S. exports.

12· · · · · · ·Regal Ware has been a consistent,

13· ·staunch supporter of U.S. manufacturing.· We

14· ·embrace the goals of the America First trade

15· ·policy and exemplify the pursuit of those goals

16· ·through our own long-term planning.

17· · · · · · ·To that end, we will soon be installing

18· ·two new stainless steel cookware production

19· ·lines at our West Bend facility.· The new lines

20· ·will support 26 new manufacturing jobs, as well

21· ·as administrative and other indirectly-related

22· ·jobs.· They will expand our production capacity
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·1· ·substantially and enhance the ability of Regal

·2· ·Ware and our contract manufacturing customers to

·3· ·compete on price against low-price cookware from

·4· ·China and elsewhere.

·5· · · · · · ·Procuring the new production line was a

·6· ·result of careful planning.· We sought out

·7· ·American vendors, but we were not able to find a

·8· ·U.S. vendor, or group of vendors, able to meet

·9· ·all of the specifications necessary to make this

10· ·project a success.· Key to pulling this off is

11· ·not just the individual components of the

12· ·production line, but the seamless integration of

13· ·the lines.· After extensive research, we

14· ·determined that our needs will be best met by a

15· ·group of suppliers in Northern Italy with a

16· ·proven track record of assembling seamless,

17· ·integrated cookware production lines of the kind

18· ·we need.

19· · · · · · ·That leads me to the action under

20· ·consideration in the Section 301 proceeding.· To

21· · be clear, Regal Ware supports USTR's policy

22· ·objective in this matter.· We applaud USTR's
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·1· ·initiative in pressing other countries to

·2· ·strengthen their enforcement against forced

·3· ·labor imports.· But if an essential goal of that

·4· ·initiative is to call out and address conduct

·5· ·that is harming U.S. manufacturing, USTR should

·6· ·avoid taking remedial action that itself will

·7· ·harm U.S. manufacturing.· Yet this is exactly

·8· ·what will happen if the remedial action includes

·9· ·tariffs on specialized machinery and other

10· ·equipment of the type Regal plans to use to

11· ·start importing later this year.

12· · · · · · ·Our production lines will be made up of

13· ·specialized equipment; for example, metal

14· ·presses, grit blasters, buffers, robotic

15· ·transfer arms, and metal forming dyes that will

16· ·be connected by conveyors and transfer systems

17· ·to allow for fully integrated production.· Most

18· ·of this equipment is covered by Chapter 84 of

19· ·the Harmonized Tariff Schedule of the United

20· ·States.· Some, notably the dyes, are covered by

21· ·Chapter 82.· Under USTR's proposed action,

22· ·imports of this equipment from Italy would be
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·1· ·subject to a 10 percent tariff on top of the

·2· ·baseline MFN tariffs, which in most cases are

·3· ·4.4 percent.

·4· · · · · · ·Our request is that USTR not impose the

·5· ·10 percent Section 301 tariffs on these imports.

·6· · Subjecting these imports to the Section 301

·7· ·tariffs would add to the costs of growing and

·8· ·improving American manufacturing and enhancing

·9· ·American competitiveness, the very thing

10· ·President Trump and Ambassador Greer have said

11· ·they want to encourage.

12· · · · · · ·Every additional dollar paid in tariff

13· ·is a dollar that cannot be invested in new

14· ·equipment, workforce development, facility

15· ·improvements, or future expansion.· While Regal

16· ·Ware will incur substantial costs if Section 301

17· ·tariffs are imposed on the equipment we need for

18· ·our cookware lines, the relief we seek is not

19· ·unique to us.

20· · · · · · ·Given the burden of U.S. manufacturing

21· ·of imposing tariffs on the very equipment on

22· ·which U.S. manufacturers rely, we respectfully
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·1· ·ask that USTR not impose Section 301 tariffs on

·2· ·specialized production machinery classified

·3· ·under Chapter 84 of the HTSUS, along with the

·4· ·related metal forming dyes under Chapter 82.

·5· · · · · · ·If USTR considers such an exclusion to

·6· ·be too broad, narrower alternatives are

·7· ·available.· For example, USTR could limit the

·8· ·exclusion to machinery that is demonstrably part

·9· ·of an integrated U.S.-based production line, or

10· ·to equipment that is not readily available from

11· ·U.S. manufacturers.

12· · · · · · ·In short, Regal Ware is investing in

13· ·American workers, American production, and

14· ·American exports.· Our request is that USTR

15· ·avoids taxing the equipment that makes the

16· ·investment and the related benefits to the

17· ·competitiveness of American manufacturing

18· ·possible.· Manufacturers like Regal Ware should

19· ·be beneficiaries of the action USTR makes, not

20· ·intended casualties.

21· · · · · · ·Thank you for your time and

22· ·consideration.· I look forward to answering your
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·1· ·questions.

·2· · · · · · ·MS. YANAGAWA:· Thank you, Mr. Duecker.

·3· · · · · · ·Ms. Carlson, you have the floor.

·4· · · · · · ·MS. KREIDER CARLSON:· Good afternoon,

·5· ·Committee members, and thank you for the

·6· ·opportunity to appear at this hearing.· My name

·7· ·is Madeline Kreider Carlson, and I serve as

·8· ·executive director of Mayan Hands Foundation

·9· ·Limited.

10· · · · · · ·Mayan Hands is a fair trade social

11· ·enterprise and 501(c)(3) non-profit.· We import

12· ·hand crafted home goods and accessories from

13· ·Guatemala, and have operated for over 35 years

14· ·out of New York State.· As a fair trade

15· ·organization, Mayan Hands upholds rigorous

16· ·internally- and externally-vetted standards for

17· ·the ethical sourcing of our products.· We

18· ·voluntarily undergo annual screening by the Fair

19· ·Trade Federation, a trade association that vets

20· ·North American fair trade businesses and upholds

21· ·a high standard of ethical compliance.

22· · · · · · ·Mayan Hands' business practices not
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·1· ·only avoid the use of forced labor, but, in

·2· ·fact, go above and beyond ILO recommendations to

·3· ·actively contribute to the United Nations Human

·4· ·Development Goals, particularly Goal 1, no

·5· ·poverty, and Goal 5, gender equality.

·6· · · · · · ·All that is to say, Mayan Hands is

·7· ·explicitly opposed to the trade of goods

·8· ·produced with forced labor.· Our very mission is

·9· ·to build global supply chains that support the

10· ·free trade of goods produced with fair labor

11· ·practices.· Furthermore, we are a U.S.-based

12· ·business that serves other small U.S.-based

13· ·businesses.· Over 70 percent of our sales are to

14· ·wholesale clients, independent shops,

15· ·restaurants, grocery stores among others.

16· · · · · · ·In the last year, new tariffs have

17· ·resulted in steeply rising costs, not only of

18· ·our products, but also of materials and services

19· ·vital to our operation.· Concurrently, we are

20· ·experiencing a contraction in sales as U.S.

21· ·consumers react to market-wide price increases

22· ·by limiting their spending.· We hear the same
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·1· ·from many of our clients and peers: an untenable

·2· ·rise in costs, followed by a reactionary decline

·3· ·in sales.

·4· · · · · · ·Despite incurring new tariffs, Mayan

·5· ·Hands decided to delay increasing our prices as

·6· ·long as possible to avoid contributing to rising

·7· ·costs for everyday people.· However, shrinking

·8· ·margins mean we are not able to invest in growth

·9· ·opportunities, we have cut back on U.S.

10· ·staffing, and we have reduced the volume of our

11· ·business.· The proposed tariffs will exacerbate

12· ·an already hostile economic environment for

13· ·small businesses, and some will not survive.

14· · · · · · ·Though billed as such, the proposed

15· ·tariffs are not an effective strategy to protect

16· ·U.S. industry.· These tariffs punish compliant

17· ·and non-compliant importers alike, without

18· ·regard for the level of competitive threat.· In

19· ·our case, the Mayan Hands' line of handcrafted

20· ·products presents minimal risk to American

21· ·industry, as these goods are produced using

22· ·heritage, artisanal techniques -- for example,
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·1· ·hand weaving on a back strap loom -- that are

·2· ·reflective of indigenous Maya culture and are

·3· ·not practiced in the United States.· Demand for

·4· ·these products is, in large part, due to their

·5· ·cultural origin and authenticity, meaning that

·6· ·they do not compete meaningfully, even with

·7· ·similar products of U.S. origin.

·8· · · · · · ·Mayan Hands urges this Committee to

·9· ·consider exclusion of CAFTA-DR-compliant goods

10· ·from the Section 301 tariffs, restoring tariff-

11· ·free entry.· As articulated in USTR's own

12· ·summary of the benefits of CAFTA-DR, quote,

13· ·trade and economic growth promotes prosperity

14· ·and stability and opportunities for citizens

15· ·within their home country.· A better economic

16· ·environment builds communities where citizens

17· ·can thrive and youth have opportunity for a

18· ·productive future at home.· End quote.

19· · · · · · ·The proposed Section 301 tariffs

20· ·contradict not only the logic and aims of CAFTA-

21· ·DR, but also American policy objectives for the

22· ·region.
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·1· · · · · · ·As a fair trade business, Mayan Hands

·2· ·approaches commerce as a means to create

·3· ·economic opportunities where there is scarcity.

·4· · We create jobs for indigenous Maya women, some

·5· ·of the most economically and socially

·6· ·marginalized people in our region.

·7· ·Consequently, our work contributes to the U.S.

·8· ·economy, while also directly alleviating

·9· ·economic pressures that cause migration from

10· ·rural Guatemala.

11· · · · · · ·The imposition of tariffs under Section

12· ·301 will limit fair labor opportunities for our

13· ·partners in Guatemala, curtail our potential to

14· ·grow, and reduce our positive impact on the

15· ·stability and prosperity of both the U.S. and

16· ·Guatemala.

17· · · · · · ·In conclusion, the punitive and

18· ·sweeping nature of the proposed tariffs means

19· ·that they are a blunt instrument.· Rather than

20· ·targeting specific supply chains prone to forced

21· ·labor abuses and unfair competition, they will

22· ·jeopardize U.S. small businesses and undermine
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·1· ·stated policy objectives.· I urge this Committee

·2· ·to carefully weigh the costs to U.S. small

·3· ·businesses of imposing new Section 301 tariffs.

·4· ·Mayan Hands respectfully requests the

·5· ·restoration of tariff-free entry of CAFTA-DR-

·6· ·compliant goods so that we can continue building

·7· ·transparent, fair supply chains, and trade

·8· ·relationships in Central America.

·9· · · · · · ·I deeply appreciate your consideration.

10· · Thank you very much.

11· · · · · · ·MS. YANAGAWA:· Thank you, Ms. Kreider

12· ·Carlson.

13· · · · · · ·Mr. Guigui --

14· · · · · · ·MS. DUNLAP:· I'm here.

15· · · · · · ·MS. YANAGAWA:· Excuse me.

16· · · · · · ·MS. DUNLAP:· Hi.· I'm Kendall Dunlap.

17· ·I'm here representing Down Decor.· My name is

18· ·Kendall Dunlap, and I am representing the

19· ·company Down Decor.· We are an Ohio-based

20· ·manufacturer of utility bedding.· We focus on

21· ·down and down alternative products.

22· · · · · · ·Down Decor supports the goal of
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·1· ·ensuring that products sold in the United States

·2· ·are not produced with forced labor.· We

·3· ·recognize the importance of protecting human

·4· ·rights and maintaining fair competition for U.S.

·5· ·businesses, particularly small businesses.

·6· ·However, we respectfully request that the USTR

·7· ·distinguish between finished bedding products

·8· ·and the essential raw materials that are

·9· ·required to manufacture these products in the

10· ·United States.

11· · · · · · ·Our industry relies primarily on two

12· ·key inputs: feather-and-down fill and downproof

13· ·cotton shells.· Currently, we do not have a

14· ·meaningful supply of goose or duck down in the

15· ·United States.· American consumes relatively

16· ·little duck and goose meat compared with that of

17· ·many other countries.· Down and feather is a

18· ·byproduct of the meat industry, so there is very

19· ·little domestic production of duck and goose

20· ·meat to yield the byproducts of feather and down

21· ·fill. Approximately 85 percent of the world's

22· ·supply of feather and down originates from China
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·1· ·and Chinese processing facilities.

·2· · · · · · ·Likewise, high-quality 100 percent

·3· ·cotton downproof fabric is not commercially

·4· ·available from U.S. mills.· We do not have the

·5· ·looms, and it is generally unavailable anywhere

·6· ·near the United States at the scale and

·7· ·specifications required by our industry.· For

·8· ·example, a 330 thread count sateen, with 173 by

·9· ·156, using 60s yarns, is not available in the

10· ·United States.

11· · · · · · ·Because these materials are not

12· ·produced domestically, imposing tariffs on these

13· ·inputs will not create American suppliers.

14· ·Instead, such tariffs will simply increase costs

15· ·for U.S. manufacturers of pillows, comforters,

16· ·and other bedding products, in turn increasing

17· ·the retail price of the consumer.

18· · · · · · ·The result is counterproductive.

19· ·Domestic manufacturers will face higher raw

20· ·material costs, while imported finished products

21· ·continue to enter the market and compete

22· ·directly with the U.S. assembled goods.· This
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·1· ·places American manufacturers at a competitive

·2· ·disadvantage and reduces incentives to maintain

·3· ·or expand domestic production.

·4· · · · · · ·We therefore encourage the USTR to

·5· ·continue the Section 301 List 4 exclusion for

·6· ·feather and down fill materials, and

·7· ·additionally to exclude downproof cotton fabric

·8· ·shells to any final tariff action.

·9· · · · · · ·If the USTR seeks to encourage U.S.

10· ·manufacturing, a more effective approach would

11· ·be to focus tariff measures on imported finished

12· ·bedding products, rather than on the critical

13· ·inputs used by American manufacturers.· Such an

14· ·approach would better support domestic

15· ·employment, domestic value-added manufacturing,

16· ·and the continued competitiveness of U.S.

17· ·bedding producers.

18· · · · · · ·Thank you for the opportunity, and we

19· ·welcome any questions.

20· · · · · · ·MS. YANAGAWA:· Thank you for your

21· ·testimony.· Could the next witness please

22· ·identify himself?
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·1· · · · · · ·(No audible response.)

·2· · · · · · ·MS. YANAGAWA:· All right, thank you.

·3· ·We will now move to the government panel for

·4· ·questions.

·5· · · · · · ·MS. RESNICK:· This question is for Mr.

·6· ·Kristo, Mr. Scinto, Mr. Duecker, and Ms. Dunlap.

·7· · Your testimony appears to request that USTR

·8· ·expand Annex A to exclude additional goods from

·9· ·the scope of the proposed action.

10· · · · · · ·Can you speak to the availability of

11· ·these goods from domestic and non-domestic

12· ·sources?· And to what extent would the domestic

13· ·supply of such goods, if any, be dislocated or

14· ·disrupted if not included in Annex A?

15· · · · · · ·MR. KRISTO:· Yes, I can speak to the

16· ·domestic pigment market.· There really is no

17· ·source or substitute for some of the pigments

18· ·that we're using.· And it goes back to, really,

19· ·color management and brand owner specifications.

20· · · · · · ·So, what we are faced with are certain

21· ·limitations of specifications, and where we can

22· ·source that material, to replicate the colors
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·1· ·that a Coca-Cola, Pepsi, or somebody would want

·2· ·to use or replicates their brand.

·3· · · · · · ·So it becomes an issue for us that

·4· ·specific regional areas have geological and

·5· ·geographical nuances to how they produce those

·6· ·colors.· And those are the colors that then

·7· ·replicate those brands, so that we don't see any

·8· ·substitute or any kind of viable alternative to

·9· ·going to those in order to hit that spec for

10· ·that brand owner.

11· · · · · · ·So, if you were to make that color

12· ·somewhere else, it's going to look different,

13· ·right?· Just as perhaps maybe food might taste

14· ·different from one region to another, the same

15· ·impact can be happening with pigments.· So, we

16· ·get locked into their specification, and that's

17· ·where we source this material from.

18· · · · · · ·MR. SCINTO:· So, with regard to

19· ·enameled cast iron as the example cited, there's

20· ·compounded complexity between manufacturing

21· ·capability and the raw materials used where they

22· ·cannot be easily substituted.· Each color for
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·1· ·existence in enameled cast iron is not the

·2· ·equivalent of paint on a pot.· It is a complex

·3· ·biochemical reaction of oxides, glass, pigment,

·4· ·and metal under extreme heat.· And so,

·5· ·adjustments in the raw materials equal a

·6· ·completely different product that is unable to

·7· ·be achieved with consistency throughout our

·8· ·global network.

·9· · · · · · ·And if there were greater, deeper

10· ·answers requested, I would be happy to submit

11· ·those in writing, regarding the scientific

12· ·complexities of what goes into the making of our

13· ·product.

14· · · · · · ·MR. DUECKER:· And I can speak on the

15· ·manufacturing equipment that we're investing in.

16· ·We're actually investing in two stainless steel

17· ·cookware lines, and the key there is they're a

18· ·seamless, integrated line.· So, through our

19· ·research, there are a number of U.S.

20· ·manufacturers that make a press, a buffer, a

21· ·grit blaster, but the key is for them to be

22· ·seamlessly integrated to make us globally
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·1· ·competitive.

·2· · · · · · ·Northern Italy is where the cookware

·3· ·manufacturers exist for equipment, and they're

·4· ·the experts at working together to make this

·5· ·seamless line function as one, and that's why we

·6· ·are going to Northern Italy for the equipment.

·7· · · · · · ·MS. DUNLAP:· For the two items that we

·8· ·discussed, the availability of our down, so,

·9· ·that is really dependent on meat consumption.

10· ·And in the U.S. there is not a lot of meat

11· ·consumption of duck and goose.· There is

12· ·definitely availability of duck down and

13· ·feathers, but it is nowhere near the amount that

14· ·is needed to supply bedding and other

15· ·manufacturing in the United States.· And we can

16· ·get back to you guys with exact numbers of how

17· ·much is available.

18· · · · · · ·Right now, China is 85 percent of the

19· ·world's source, and then the rest of that comes

20· ·from different countries.· A lot of that does

21· ·come from Europe.· And so, we buy most of our

22· ·down and feather from China and Europe, but we
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·1· ·do buy some from the United States when we can.

·2· · · · · · ·As far as cotton goes, what we need is

·3· ·a downproof cotton, and that keeps the down and

·4· ·feathers inside of the product.· And that is not

·5· ·available anywhere in the United States.· We

·6· ·would love to buy this from a U.S. manufacturer,

·7· ·but it's not available.· We have been buying

·8· ·that from China for years, and in the last five

·9· ·years India has gotten up to speed on how to

10· ·produce a downproof fabric.· ·So, right now,

11· ·those are the two countries that downproof

12· ·fabric is coming from, and we can get back to

13· ·you guys with more information on exactly how

14· ·much is coming from each.· Thank you.

15· · · · · · ·MS. JORDANOFF:· I have a question for

16· ·Mr. Scinto.· You mentioned something about your

17· ·Ethical Trading Initiative Base Code, and you

18· ·explained a little bit about your EcoVadis

19· ·assessment.· To what extent is there

20· ·transparency, especially when it comes to third-

21· ·party suppliers?· ·How do you assess where some

22· ·of the inputs are coming from and whether or not
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·1· ·there is forced labor used to produce them or

·2· ·source them?· I guess I am looking for some sort

·3· ·of traceability mechanism, if any.

·4· · · · · · ·MR. SCINTO:· So, traceability is

·5· ·certainly a topic that is increasing in stature

·6· ·throughout the supply chain.· We can submit a

·7· ·more detailed answer, but what I would say is

·8· ·that over 70 percent of our manufacturing is

·9· ·under our own roof, with only 30 percent being

10· ·third parties.

11· · · · · · ·We are talking about a very small

12· ·customer base.· And so, given the limited nature

13· ·and quality of our products, commensurate with

14· ·the quality standards we expect, it's quite

15· ·traceable, as our supply chain is very closed in

16· ·that regard.· But we can provide the hard

17· ·details to you from EcoVadis and Sedex.

18· · · · · · ·MS. JORDANOFF:· Thank you.· And my

19· ·other question is for Ms. Dunlap.· You mentioned

20· ·that the majority of the input on duck

21· ·specifically, on feather and down fill, comes

22· ·from China.· Do you have similar -- or some
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·1· ·mechanism to assess whether any forced labor is

·2· ·used in sourcing of this material?

·3· · · · · · ·MS. DUNLAP:· Yes.· And we can get back

·4· ·to you with more information on that.· Most of

·5· ·the brands that we work with require social

·6· ·audits, which go all the way through our supply

·7· ·chain, and so we can come back to you guys with

·8· ·some more information about that.

·9· · · · · · ·MS. JORDANOFF:· Thank you.· Appreciate

10· ·that.

11· · · · · · ·MS. OTTING:· And my question is for Ms.

12· ·Kreider Carlson.· Your testimony urges us not to

13· ·impose any new tariffs in these investigations.

14· · We have heard testimony today that some

15· ·economies have already begun to take some action

16· ·with respect to forced labor import prohibitions

17· ·since the investigations and proposed actions

18· ·were announced.

19· · · · · · ·In the absence of tariffs as a remedy,

20· ·what other tools or actions by the Trade

21· ·Representative do you believe would encourage

22· ·the investigated economies to eliminate their
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·1· ·unreasonable acts, policies, and practices?

·2· · · · · · ·MS. KREIDER CARLSON:· Thank you for the

·3· ·question.· We have heard from our export partner

·4· ·in Guatemala that they are already experiencing

·5· ·some of the new implementation processes that I

·6· ·think have been spurred by part of these

·7· ·negotiations and the reciprocal agreement signed

·8· ·with Guatemala.· In particular, greater scrutiny

·9· ·and documentation of incoming import paperwork

10· ·and documentation.

11· · · · · · ·I think, you know, I quoted a portion

12· ·of the summary of CAFTA-DR, and the rationale

13· ·for that agreement specifically points to the

14· ·importance of predictability for encouraging

15· ·collaborative, good-faith participation in

16· ·efforts to eradicate forced labor.· So, I think

17· ·that that is a necessary ingredient for regional

18· ·economic success and movement on compliance with

19· ·forced labor standards.

20· · · · · · ·And I think the other element of that

21· ·that we see is, going back to the

22· ·predictability, either a tiered approach or a
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·1· ·sector-specific, proven, and evidence-based

·2· ·highlighting of areas of the economy that have a

·3· ·clear demonstration and evidence of inclusion of

·4· ·forced labor is a better and more effective

·5· ·approach than a sweeping application of tariffs

·6· ·that does little to really incentivize action,

·7· ·especially from folks who have already taken a

·8· ·lead on better compliance.

·9· · · · · · ·MS. OTTING:· Thank you.

10· · · · · · ·MS. REINITZ:· Can I ask a brief follow-

11· ·up to that question?· Is it your view that, if

12· ·there were no additional duties imposed on

13· ·Guatemala, that the government would continue to

14· ·undertake some of the action that we've seen

15· ·thus far and would follow through on some of the

16· ·commitments that it's made with respect to

17· ·addressing the risk of trading goods made with

18· ·forced labor?

19· · · · · · ·MS. KREIDER CARLSON:· I want to be very

20· ·humble and say I'm a small business runner, and

21· ·not an international trade expert.· But we have

22· ·witnessed, I think, that Guatemala's compliance
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·1· ·with, and sort of engagement in, CAFTA-DR as the

·2· ·current or previous trade agreement in place, I

·3· ·think did demonstrate strong good faith and will

·4· ·on the part of the Guatemalan government to

·5· ·increase compliance and build structures for

·6· ·accountability that are internal to that

·7· ·government.· And I was able to be present for

·8· ·the testimony from the Guatemalan Ministry of

·9· ·the Economy on Tuesday, and it seems as though

10· ·they are able to document ongoing initiatives to

11· ·demonstrate their willingness to be a good

12· ·regional partner to the U.S. and to take

13· ·measures that are in the interest of both

14· ·economies, and that are also very much tied to

15· ·policy objectives that are important to both

16· ·countries.

17· · · · · · ·MS. REINITZ:· Thank you.

18· · · · · · ·MS. YANAGAWA:· Thank you.· This

19· ·concludes Panel 19.· This panel is released, and

20· ·we'll be moving on to Panel 20.· We will have a

21· ·five-minute break.

22· · · · · · ·(Whereupon, the above-entitled matter
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·1· ·went off the record at 2:34 p.m. and resumed at

·2· ·2:40 p.m.)

·3· · · · · · ·MS. GRIMBALL:· Thank you, and good

·4· ·afternoon to Panel 20.· We'll be starting with

·5· ·Mr. Altman.· You have the floor.

·6· · · · · · ·MR. ALTMAN:· Thank you.· My name is

·7· ·Kevin Altman.· I'm the owner of JJA

·8· ·Distributors, and I want to thank you for the

·9· ·opportunity to speak today.· JJA imports large

10· ·cigars, primarily from Nicaragua and Dominican

11· ·Republic, and last year we imported about 200

12· ·million cigars, which puts us about two percent

13· ·of the market.

14· · · · · · ·It's important to note that I'm not

15· ·here today to talk about the Section 301 tariffs

16· ·themselves, but an unintended consequence that

17· ·is related to the tariffs and on imports of

18· ·large cigars.· Since the inception of tariffs,

19· ·JJA has paid about $3,000,000 in tariffs, but

20· ·we've also been required to pay on top of that

21· ·$1.6 million in excise taxes on the tariffs

22· ·themselves.· I want to reiterate, I'm not here
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·1· ·looking for an exemption;· I'm looking for

·2· ·parity.· Parity meaning that we pay the exact

·3· ·same total tariff costs as other goods that are

·4· ·imported into this country.· I believe that can

·5· ·be accomplished through what I've designed is

·6· ·called the adjusted tariff rate, where we use a

·7· ·tariff rate that's a little bit lower, that when

·8· ·we add the payment of the tariff and the payment

·9· ·of the taxes, it equals the same amount that

10· ·other importers pay for their goods.

11· · · · · · ·Let's talk a little bit about why that

12· ·occurs under the Internal Revenue Code.· Large

13· ·cigars are defined as cigars weighing more than

14· ·three pounds per thousand, and there shall be a

15· ·tax imposed equal to 52.75 percent of the price

16· ·for which it is sold.· And that's important,

17· ·it's not their import value, it's not the

18· ·commercial value, it's the price that they're

19· ·sold for.· In determining that price, there

20· ·shall be included any charged incident to

21· ·placing the article in condition ready for use.

22· · · · · · ·Currently, the TTB takes the position
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·1· ·that those costs include the cigars, packaging,

·2· ·broker fees, FDA user fee, sea freight, my

·3· ·profit margin, and yes, tariffs.· So in April of

·4· ·2024, we filed a claim with TTB for a refund on

·5· ·excise taxes we paid on FDA user fees, a similar

·6· ·FDA federally regulated payment that we're

·7· ·required to make.· In May of ‘25, TTB took the

·8· ·position that after review the above referenced

·9· ·claim for refund has been rejected in full

10· ·because the FDA user fees on tobacco goods

11· ·cannot be excluded from the tax and price of

12· ·large cigars.· They take the same position on

13· ·tariffs, so we are paying taxes on tariffs that

14· ·no one else does.

15· · · · · · ·So, we filed a suit on the FDA part of

16· ·it, but it's been two years and we're still

17· ·arguing over venue.· But that suit also does not

18· ·include tariffs, so it may not apply to this.

19· ·What I want to do is talk a little bit.· I'll

20· ·give you an example of how it works under the

21· ·current proposal at 12.5 percent.· Any company

22· ·importing goods into this country at 12.5
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·1· ·percent rate on with a commercial value of two

·2· ·hundred thousand simply pays a tariff of 12.5

·3· ·percent, or $25,000.· For large cigars, however,

·4· ·we pay that same tariff at 12.5 percent,

·5· ·$25,000, but then we're required to pay 52.75

·6· ·percent excise tax on those tariffs.· That adds

·7· ·an additional $13,000 to our cost.· So

·8· ·effectively, we pay 38,000 on an effective

·9· ·tariff rate of 19.1 percent when everybody else

10· ·pays 12.5 percent.· This is why we paid that

11· ·additional 1.6 million in excise taxes last

12· ·year.

13· · · · · · ·To resolve this issue, I believe we can

14· ·create what's called an adjusted tariff rate for

15· ·the large cigar category and it's a very simple

16· ·calculation.· You take the expected tariff rate,

17· ·12.5 percent, and you divide it by one plus

18· ·whatever the excise tax rate is.· And in this

19· ·case it's 52.75 percent, so it'd be 12.5 divided

20· ·by 1.5275, and you get a new tariff rate or

21· ·adjusted tariff rate of 8.1833061 percent.· If

22· ·you go to the next page, you'll see what I've
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·1· ·done is said, okay, what does it look like now

·2· ·if we use an adjusted tariff rate?· All the

·3· ·other companies that import goods for $200,000

·4· ·still pay that same $25,000.· However, large

·5· ·cigars now, we pay a lower tariff.· We would pay

·6· ·at that 8.18 percent, $16,366, but we would pay

·7· ·tax for an additional $8,633.· But when you add

·8· ·those two numbers together, we get $25,000,

·9· ·which puts us in parity with what everybody else

10· ·is paying.

11· · · · · · ·I don't believe the government ever

12· ·intended for large cigar importers to be

13· ·inequitably impacted by tariffs, but the

14· ·crafters of the tariffs were likely unaware of

15· ·the unique issue.· The ATR solves this issue,

16· ·and the government receives the exact amount of

17· ·income it expected to receive on the tariff from

18· ·the ATR approach.· The ATR approach also allows

19· ·large cigar importers to pay the same total cost

20· ·related to tariffs as all importers of other

21· ·goods.

22· · · · · · ·The beauty of this is it only affects

https://nealrgross.com/


·1· ·three of the thousands and thousands of HTS

·2· ·codes, it only affects three of them:

·3· ·2402.10.30.70, 10.60.00, and 10.80.50.· They're

·4· ·all large cigars that pay tax based on the sales

·5· ·price.· It doesn't usually affect premium cigars

·6· ·because they pay the max tax that's allowed.

·7· · · · · · ·Under the current 301 proposal, the

·8· ·USTR has exempted approximately 1,700 HTS codes.

·9· · I hope you can find a way to adjust just these

10· ·three so we pay in parity with all the other

11· ·goods that are imported into this country.  I

12· ·thank you for your time and look forward to your

13· ·questions.

14· · · · · · ·MS. GRIMBALL:· Thank you, Mr. Altman.

15· ·Mr. Pearce, you have the floor.

16· · · · · · ·MR. PEARCE:· Thank you.· Thank you, and

17· ·good afternoon.· I'm Scott Pearce, president of

18· ·the Cigar Association of America or CAA.· On

19· ·behalf of CAA and its members, very much

20· ·appreciate the opportunity to be here again to

21· ·testify regarding an issue that is of great

22· ·importance to the cigar industry.
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·1· · · · · · ·Founded in 1937, CAA is the leading

·2· ·national trade organization representing the

·3· ·interests of cigar manufacturers, importers,

·4· ·distributors, and major suppliers of the

·5· ·industry.· Our written comments provide

·6· ·additional detail on our background, membership,

·7· ·and interest in this matter.· So, I'll just kind

·8· ·of dive into really a quick summation of the

·9· ·points I just kind of wanted to make today and

10· ·be very brief, as I know we're the last panel.

11· · · · · · ·Let me start by saying that CAA

12· ·supports what this administration is trying to

13· ·accomplish here.· Forced labor has no place in

14· ·global commerce, and American businesses should

15· ·never have to compete against goods produced by

16· ·exploited workers.· We also commend USTR for

17· ·building flexibility into this proposal,

18· ·specifically the Annex AA exceptions for

19· ·products that would cause economy-wide

20· ·disruption that can't be produced domestically

21· ·in sufficient quantity or where tariffs simply

22· ·wouldn't move the needle on the underlying
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·1· ·problem.· Therefore, our ask is simple.· Cigars

·2· ·under HTS subheading 2402.10 meet every one of

·3· ·the criteria just outlined.· We request they be

·4· ·in Annex A.

·5· · · · · · ·To help explain this case and for our

·6· ·request, I'll just quickly discuss the four

·7· ·points that are made in our larger comments.

·8· ·First, the numbers, in 2025, Americans purchased

·9· ·nearly 10 billion cigars.· About 80 percent of

10· ·those, roughly eight billion, were imported.

11· ·For large cigars specifically, Americans are

12· ·about 99 percent import-dependent on those

13· ·products.· This reflects the decades-old

14· ·structure of the cigar industry.· Three

15· ·countries in particular, Dominican Republic,

16· ·Nicaragua, and Honduras, supply nearly 98

17· ·percent of what comes into this country.· The

18· ·reasons for this are practical and not

19· ·political.

20· · · · · · ·Quality cigar production requires the

21· ·unique tobacco varietals, the handling expertise

22· ·that have been developed in these countries for
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·1· ·over 100 years.· It is a cultural touchstone in

·2· ·these countries which cannot be replicated in

·3· ·the U.S.· In addition, due to the unique nature

·4· ·to this manufacturing of these countries, U.S.-

·5· ·owned companies have made huge capital

·6· ·investment overseas.· You cannot simply relocate

·7· ·this product or investment by U.S. companies to

·8· ·Ohio or North Carolina or anywhere.· The

·9· ·domestic manufacturing base for cigars doesn't

10· ·exist at anywhere near the scale needed to

11· ·replace imports.· Therefore, tariffs will not

12· ·shift any production back to the United States,

13· ·again, as this is an industry that has been

14· ·built and relies upon imports.· However, tariffs

15· ·will raise prices that will hurt a unique

16· ·industry.

17· · · · · · ·Second, cigars are not a strong

18· ·leverage point.· Cigars are a small slice of

19· ·what the U.S. imports from these trading

20· ·partners.· The U.S. imports about 11 percent of

21· ·total import value from the Dominican Republic,

22· ·under 8 percent from Nicaragua, and just over 2
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·1· ·percent from Honduras.· We already run trade

·2· ·surpluses with the Dominican Republic and

·3· ·Honduras and with Nicaragua, the USTR is already

·4· ·taking targeted three Section 301 action through

·5· ·a separate proceeding.· Adding tariffs on cigars

·6· ·doesn't give the United States meaningful

·7· ·additional leverage to change foreign government

·8· ·behavior.· It just adds costs on top of a

·9· ·product category that isn't the source of these

10· ·problems.

11· · · · · · ·Third, tariffs will cause

12· ·disproportionate harm to U.S. businesses,

13· ·farmers, and reduced tax revenues.· Rising

14· ·prices on cigars will ultimately mean that less

15· ·of them will be sold.· In previous comments

16· ·submitted by the Premium Cigar Association, it

17· ·provided research demonstrating the price

18· ·elasticity of cigars.· In short, rising prices

19· ·will result in fewer cigars sold.· When tariffs

20· ·push prices up and sales down, that tax base

21· ·shrinks too, hurting federal and state revenue

22· ·the same as it hurts small business owners.
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·1· ·Fewer cigars sold means that over $800 million a

·2· ·year that CAA member companies pay in federal

·3· ·excise taxes goes down.· It also means that

·4· ·state budgets will be impacted with less excise

·5· ·tax revenues coming in.

·6· · · · · · ·Additionally, less demand will

·7· ·certainly hurt American tobacco farmers in

·8· ·Florida, Pennsylvania, Kentucky, Connecticut,

·9· ·who export about $170 million a year in cigar

10· ·leaf tobacco that gets rolled overseas and

11· ·shipped back here as finished products.· The

12· ·tariffs will hurt more than 3,500 Main Street

13· ·tobacconists across this country, which are

14· ·small single store, family-run businesses, about

15· ·83 percent of them are, and they employ about

16· ·50,000 people across this country.· Tariffs will

17· ·also harm the tens of thousands more Americans

18· ·working in jobs that support distribution and

19· ·the sales of cigars.· In other words, the

20· ·tariffs would impose significant costs on the

21· ·U.S. workers and businesses without a realistic

22· ·prospect of offsetting benefits to our country.
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·1· · · · · · ·Finally, excluding cigars is consistent

·2· ·with this administration's broader goals.· U.S.-

·3· ·owned cigar operations abroad are some of the

·4· ·best employers in the countries where they

·5· ·operate.· They pay above local wages, they

·6· ·follow the law, and they provide benefits well

·7· ·beyond what's required.· Squeezing those

·8· ·operations with tariffs doesn't advance fair

·9· ·labor practices overseas.· It undermines the

10· ·very companies that are getting it right.

11· · · · · · ·In closing, we're just asking for one

12· ·specific targeted fix.· Add HTS subheading

13· ·2402.10 to Annex A.· It won't undercut the

14· ·administration's enforced labor objectives, and

15· ·it will help American businesses.· Thank you for

16· ·your time.

17· · · · · · ·MS. GRIMBALL:· Thank you, Mr. Pearce.

18· ·Mr. Hertzler, you have the floor.

19· · · · · · ·MR. HERTZLER:· Thank you.· Good

20· ·afternoon.· My name is Randall Hertzler, and I'm

21· ·the owner of euroSource LLC, a small business in

22· ·Lancaster, Pennsylvania.· I'd like to briefly
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·1· ·describe the path that brings my company to this

·2· ·hearing, as it illustrates the increasingly

·3· ·difficult environment many small businesses

·4· ·face.

·5· · · · · · ·Since 1999, euroSource has imported

·6· ·specialty toys and educational products

·7· ·manufactured in Europe with no U.S. equivalent

·8· ·and no alternative source of supply.· Then in

·9· ·2008, the Consumer Product Safety Improvement

10· ·Act had the unintended consequence of penalizing

11· ·low-volume European brands in favor of those

12· ·mass-produced in Asia.· Over subsequent years,

13· ·our supply thinned, and today we import one

14· ·remaining specialty product, Ankerstein Building

15· ·Stone Sets, manufactured in Rudolstadt, Germany

16· ·since the 1880s.

17· · · · · · ·Starting in 2025, tariffs increased our

18· ·landed costs.· In August of ‘25, the elimination

19· ·of de minimis treatment more than doubled our

20· ·logistics costs, and we lost our access to low-

21· ·cost transport options.· These place

22· ·unprecedented pressure on our business.
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·1· ·Throughout this time, I engaged with Congressman

·2· ·Smucker's office and later with the USTR Office

·3· ·of Intergovernmental Affairs and Public

·4· ·Engagement.· USTR asked our small business

·5· ·coalition to identify HTS classifications that

·6· ·might merit relief.· We provided an HTS list,

·7· ·but it eventually became clear that product-by-

·8· ·product relief through these classifications was

·9· ·unlikely to provide a workable solution.· For

10· ·this reason, we focus on a two-pronged approach

11· ·to address tariffs and large increases in

12· ·logistics costs, which brings us here today.

13· · · · · · ·The Federal Register requests comments

14· ·on the proposed responsive action in the Section

15· ·301 investigations related to the failure to

16· ·impose and effectively enforce a prohibition on

17· ·the importation of goods produced with forced

18· ·labor.· While the European Union is implementing

19· ·its regional forced labor regulation, Germany

20· ·established a comprehensive system through its

21· ·Supply Chain Due Diligence Act in June of 2021.

22· · · · · · ·By placing the EU as a whole into the
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·1· ·10 percent tariff tier based on a failure to

·2· ·effectively enforce, the proposed methodology

·3· ·fails to account for rigorous independent

·4· ·enforcement already operating in member state

·5· ·Germany.· The German Federal Office for Economic

·6· ·Affairs and Export Control actively audits

·7· ·companies, investigates complaints, and enforces

·8· ·compliance.· Because Germany has not failed to

·9· ·impose and effectively enforce, euroSource

10· ·recommends that USTR distinguish them from the

11· ·broader EU and assign German imports a Section

12· ·301 tariff rate of 0 percent instead of the 10

13· ·percent.

14· · · · · · ·These tariff considerations also

15· ·highlight the importance of differentiating

16· ·between economy-level tariff policy and

17· ·transaction-level tariff implementation at the

18· ·ports.· EuroSource recommends creating a

19· ·commercial de minimis to complement the proposed

20· ·tariff structure.· Unlike product-specific

21· ·tariff exclusions that we've already explored

22· ·with the USTR, a commercial de minimis would

https://nealrgross.com/


·1· ·apply only to low-value commercial shipments.

·2· ·It reduces unnecessary customs and logistics

·3· ·costs and restores access to lower cost shipping

·4· ·options.· This provides targeted relief for

·5· ·legitimate small business imports while

·6· ·preserving the policy goals behind ending broad

·7· ·consumer de minimis last year.

·8· · · · · · ·These two recommendations are

·9· ·complementary.· One appropriately calibrates

10· ·tariff treatment at the economy level based on

11· ·demonstrated efforts to combat forced labor.

12· ·The other provides a practical transaction-level

13· ·mechanism that advances the same trade policy

14· ·objectives and restores vital low-cost logistics

15· ·infrastructure for American small businesses.

16· · · · · · ·Thank you for the opportunity to

17· ·present my testimony.· I welcome any questions.

18· · · · · · ·MS. GRIMBALL:· Thank you, Mr. Hertzler.

19· · Mr. Quaratesi?

20· · · · · · ·MR. QUARATESI:· Chairman, members of

21· ·the panel, thank you for the opportunity to

22· ·testify today.· My name is Giovanni Quaratesi.
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·1· ·I serve as a board member of North American

·2· ·Olive Oil Association, and I lead global

·3· ·corporate affairs at Certified Origins, one of

·4· ·the largest players in private label olive oil

·5· ·programs in North America.

·6· · · · · · ·Our company today operates two

·7· ·production facilities in the United States, one

·8· ·in California and one in Virginia.· We import,

·9· ·bottle, and distribute olive oil as well as

10· ·process tree nut products, partnering with major

11· ·U.S. retailers to make healthy and tasty food

12· ·available to as many people as possible

13· ·worldwide.

14· · · · · · ·Today, I'm representing the North

15· ·American Olive Oil Association to request

16· ·specifically that olive oils be excluded from

17· ·the Section 301 action.· The North American

18· ·Olive Oil Association represents 65 producers,

19· ·importers, bottlers, distributors, retailers,

20· ·and other participants in the U.S. olive oil

21· ·supply chain, whose products collectively

22· ·account for more than two-thirds of the olive
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·1· ·oil consumed today in the United States.· North

·2· ·American Olive Oil Association has previously

·3· ·submitted written comments in this proceeding,

·4· ·and I refer to them for a fuller discussion.

·5· · · · · · ·Today, I would like to focus on several

·6· ·developments, recent developments that have

·7· ·occurred since the hearing and since the USTR

·8· ·issued its proposed tariff actions.· First, USTR

·9· ·proposed exclusion of coconut oil and strongly

10· ·supports the exclusion also olive oil.· To the

11· ·extent that USTR has proposed excluding coconut

12· ·oil because the United States cannot produce

13· ·enough of it, the same is true for olive oil.

14· · · · · · ·While many national and foreign

15· ·entrepreneurs have successfully invested in

16· ·growing California olive oil production, the

17· ·United States simply cannot produce enough olive

18· ·oil to meet more than a small fraction of the

19· ·domestic demand given the restriction of

20· ·climate, land, water, and agricultural land

21· ·available in California specifically, in this

22· ·case, for olive oil, to grow this crop.· USDA
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·1· ·today estimates that two percent of the local

·2· ·needs, the U.S. demand, is covered by U.S.

·3· ·production, and that value has been flat for

·4· ·about 10 years.· At the same time, the consumer

·5· ·consequences of tariff olive oil will

·6· ·substantially be greater.· Nearly half of

·7· ·American households purchase olive oil.· This is

·8· ·today’s date.· That is over four times the

·9· ·number of households that purchase coconut oil.

10· · And consumers spend more than $2 billion on

11· ·olive oil.· That's nearly 13 times what they

12· ·spend on coconut oil.

13· · · · · · ·From this data, the rationale for

14· ·excluding olive oil is quite compelling.

15· ·Another point is that new market data

16· ·demonstrated affordability of olive oil concerns

17· ·that have been previously raised are no longer

18· ·an hypothesis, but they're very concrete.· At

19· ·the early hearings, our association discussed

20· ·how rising olive oil prices reduce purchases of

21· ·American households in 2024.· This, in

22· ·particular, happened in middle and lower income
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·1· ·families.

·2· · · · · · ·Since then, since 2024, the global

·3· ·olive oil prices have fallen substantially, and

·4· ·that price decrease has been transferred on

·5· ·consumers in countries like Spain but has not

·6· ·been seen yet in the United States.· Data

·7· ·suggests that this transfer of value has not

·8· ·been happening or has been delayed in the United

·9· ·States because of the current tariffs happening,

10· ·and new tariffs will delay that further.

11· · · · · · ·Another point that I would like to

12· ·address to USTR is that the proposed exclusion

13· ·for certain raw material and inputs.· Olive oil

14· ·is not just a grocery product.· It's also an

15· ·important and culturally relevant ingredient

16· ·used by restaurants, caterers, food service

17· ·operations and food manufacturers in the United

18· ·States.· Industry data indicate that half of

19· ·U.S. olive oil retail sales volume is used in

20· ·food service and manufacturing.· For this

21· ·reason, we should not be looking at olive oil

22· ·exemptions only for bulk, but also for smaller
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·1· ·formats like tins.· Gallons are used in many

·2· ·U.S. retail, small retailer and small food

·3· ·service businesses.

·4· · · · · · ·In closing, few products appear to

·5· ·satisfy as many of USTR stated exclusion

·6· ·criteria as olive oil.· Domestic production

·7· ·cannot meet demand.· Olive oil is purchased

·8· ·directly by nearly half of Americans household

·9· ·as part of a healthy diet, as recommended

10· ·recently by the Dietary Guidelines for

11· ·Americans, and it serves as an important input

12· ·for downstream U.S. businesses.· Under these

13· ·circumstances, tariffs on olive oil will

14· ·primarily function as a tax on healthy eating

15· ·and direct tax on consumer.

16· · · · · · ·For this reason, we respectfully

17· ·request USTR add olive oil to the list of

18· ·products excluded from the Section 301 action.

19· ·Thank you.

20· · · · · · ·MS. GRIMBALL:· Thank you for your

21· ·testimony.· We'll move to questions from the

22· ·panel.
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·1· · · · · · ·MS. GOODMAN:· Good afternoon.· I have a

·2· ·question for Mr. Altman.· Mr. Altman, in your

·3· ·testimony, you noted that your proposal would

·4· ·involve what is essentially a reduction either

·5· ·to the excise tax or to the tariff --

·6· · · · · · ·MR. ALTMAN:· To the tariff itself.

·7· · · · · · ·MS. GOODMAN: To the tariff itself.

·8· · · · · · ·MR. ALTMAN:· Yes, ma'am.

·9· · · · · · ·MS. GOODMAN: With the intention of

10· ·offsetting the excise tax to which you are

11· ·already --

12· · · · · · ·MR. ALTMAN:· Well, no.· Well, it would

13· ·reduce the excise tax because we'd be paying a

14· ·lower tariff rate.· But when you add that lower

15· ·tariff amount and then pay the tax on that

16· ·tariff amount, it then puts us in par with what

17· ·anyone else had to pay to import the same value

18· ·of goods.

19· · · · · · ·MS. GOODMAN:· Can you explain how that

20· ·would not -- that you would still be paying the

21· ·excise tax, but I'm trying to understand the

22· ·math.
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·1· · · · · · ·MR. ALTMAN:· It's complicated.· Well,

·2· ·math's not so much complicated.

·3· · · · · · ·MS. GOODMAN:· I have a math minor at

·4· ·Stanford.

·5· · · · · · ·MR. ALTMAN:· That's okay.· So let's

·6· ·look at it this way.· When we bring $200,000

·7· ·worth of goods in and under this proposal, we

·8· ·pay 12.5 percent tariff rate.· Okay?· So that's

·9· ·$25,000.· Currently, we would then pay 52.75

10· ·percent tax on that $25,000.· We're paying on

11· ·all the other stuff, too.· This, we're just

12· ·talking about the additional tax.· Well, that's

13· ·another $13,000 that we pay.· So now we're

14· ·paying $38,000 or an effective 19 percent tariff

15· ·rate.· We're trying to get back to the 12.5,

16· ·which is what the government is really expecting

17· ·from us.

18· · · · · · ·When we take the adjustment of the

19· ·tariff rate, which -- look, I'm no math major

20· ·either, but I figured it out.· It was pretty

21· ·easy, to be honest with you.· You just take that

22· ·tariff rate, 12.5 percent.· You can do this for
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·1· ·any product, because I will say this I do think

·2· ·there are two other categories that this falls

·3· ·under.· I haven't brought it up because if they

·4· ·don't want to defend themselves, that's up to

·5· ·them.· But ammunition and firearms importers, I

·6· ·think, have the same problem, but their tax is

·7· ·only 10 percent.· The reason they have the same

·8· ·problem, they're regulated by the TTB, and they

·9· ·pay taxes the same way we do on that first

10· ·price.

11· · · · · · ·Back to your question, though.· If we

12· ·just take that 12.5 percent and divide it by one

13· ·plus that excise tax rate, it gives us a lower

14· ·tariff rate, okay, at 8.18 percent, I believe is

15· ·the number.· So, then what we do is we still pay

16· ·a tariff.· We pay it at a lower amount.· We use

17· ·that 8.18 times that $200,000 and we get about

18· ·$16,400, whatever the number was.· But we still

19· ·have to pay excise tax on that tariff.· We're

20· ·not getting out of that tax.· We're paying a

21· ·lower one, but we're not getting out of it

22· ·because the law says or at least the ruling
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·1· ·thinks we have to do that.· So then we take that

·2· ·$16,000 and multiply it by 52.75 percent, and

·3· ·that gives us an additional $8,300 or $8,400,

·4· ·whatever the numbers were.· But when you add

·5· ·those two numbers together, that's $25,000,

·6· ·which is what every other person in this country

·7· ·that imports something with a value of $200,000

·8· ·pays and that's all I'm seeking.

·9· · · · · · ·I want to pay the same thing no matter

10· ·what the combination is, because one thing I ask

11· ·my congressman, are any of these funds

12· ·earmarked?· The answer is none of them are

13· ·earmarked.· They all go to the Department of

14· ·Treasury.· So, the Treasury Department should

15· ·only be care about, did Kevin pay -- on that

16· ·$200,000, did we get the $25,000 we were

17· ·expecting?· That's the answer.· Yeah, you did.

18· ·You shouldn't be expecting $38,000, nor should

19· ·we be paying it.· By reducing that tariff

20· ·amount, it reduces how much tax we pay.· But the

21· ·equation works in such a way that when those two

22· ·are added together, we paid exactly what we
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·1· ·would have paid if we'd have brought in shirts

·2· ·or jeans or food or whatever else based on the

·3· ·200,000-dollar value.

·4· · · · · · ·MS. GOOMAN:· If I may follow up, would

·5· ·it not be simpler to just define the excise tax

·6· ·as whatever cost less the duties?· That the

·7· ·duties are excluded from the calculation of the

·8· ·excise tax.

·9· · · · · · ·MR. ALTMAN:· Well, that lovely

10· ·department sitting to your right could do that.

11· · I believe could do that.· Now, we filed a

12· ·lawsuit over this because they said it had to be

13· ·included.· But let me read something, if you

14· ·look at Exhibit B, that's the letter from the

15· ·TTB denying our refund request on the FDA user

16· ·fees.

17· · · · · · ·What's interesting to note, let me talk

18· ·about that a little bit.· They don't talk about

19· ·what should be included.· They talk about what's

20· ·excluded, okay, and tariffs are not listed as

21· ·being excluded, and FDA fees are not talked

22· ·about as being excluded.· But do you know why?
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·1· ·They didn't exist when the code was written,

·2· ·okay?· So, here's how I think the Treasury

·3· ·Department should look at it.· What it also says

·4· ·is, in determining the price for the purpose of

·5· ·the calculated tax, there shall be included any

·6· ·charge incident to placing the article, and

·7· ·these are the key phrase, in condition ready for

·8· ·use.· I don't think a tariff -- when we put a

·9· ·cigar together, let me get that tariff part and

10· ·put in it.· It's not a process or a cost that

11· ·gets it ready for use.· Neither is the FDA fee.

12· · I think the Treasury simply could create a

13· ·revenue ruling or whatever you call it, a, you

14· ·know, private letter ruling if someone were to

15· ·ask for it, and I might do that -- is that, yes,

16· ·we agree, that's not something that is used to

17· ·get it in condition ready for use.

18· · · · · · ·It's semantics, and I agree with you.

19· ·We shouldn't have to pay tax on a tariff.

20· ·That's why we filed a suit on the FDA fees.· We

21· ·should not pay taxes on things where a

22· ·government imposes a fee on us, the federal
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·1· ·government, and then the federal government

·2· ·tacks 52 percent more on top of it, but only for

·3· ·our little classification, only for these three

·4· ·HTS codes.· Out of the whole list of tariff,

·5· ·thousands of them, we're the only ones we're

·6· ·aware of that have to do this.· It's a little

·7· ·bit crazy.· When I met with the USTR a couple

·8· ·months ago, no one knew this, and I believe no

·9· ·one knew this.· This is so little known.· Nobody

10· ·knows this goes on.· We do because it's our

11· ·livelihood.· But I think we could do that.· I'd

12· ·love to work with you guys to get a ruling from

13· ·Treasury that says, yeah, we agree.· That

14· ·shouldn't be included.· It's not something an

15· ·article that's needed to get it in condition

16· ·ready for use.· I would love to have that

17· ·resolved, and then we wouldn't have this issue

18· ·on the FDA fees or anything else that might come

19· ·up that's not related.

20· · · · · · ·What it does, I will say this, if you

21· ·look at that letter, what it does eliminate --

22· ·it does eliminate, if separately charged, the
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·1· ·amount of any retail tax that's put on there by

·2· ·any state or political subdivision.· Well, the

·3· ·government's a political subdivision.· Why is

·4· ·that not exempted?· Well, it's not exempted

·5· ·because it never existed when the law was

·6· ·created.· And no law can be created to think

·7· ·about everything that could possibly happen in

·8· ·the 30 years later.· You just can't.· It's just

·9· ·an oversight that we'd like to see corrected.

10· ·Love to work with you guys to fix it.· Thank

11· ·you.

12· · · · · · ·MS. MAPATANO:· My question is for Mr.

13· ·Pearce.· Because of the imposition of tariffs on

14· ·cigars since April 2025, have you seen any

15· ·significant efforts to increase the use of

16· ·American-grown tobacco in cigars?· If not, why

17· ·not?

18· · · · · · ·MR. PEARCE:· Thank you for the

19· ·question.· Not necessarily and the main reason

20· ·for that is for cigars, much like wine, terroir

21· ·is incredibly important for the composition of

22· ·the cigar.· All the leaves that go into it all
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·1· ·have a characteristic of the terroir that

·2· ·presents flavor, it presents different

·3· ·characteristics, which is why Nicaragua is very

·4· ·popular because the soil there, the volcanic

·5· ·soil, produces very rich tobacco leaves, and

·6· ·that is very much why it's up because consumers

·7· ·look for that.

·8· · · · · · ·Predominantly, a lot of the tobacco

·9· ·that's grown in America, whether you're looking

10· ·up in Pennsylvania with Lancaster, Connecticut

11· ·River Valley, in particular Kentucky, et cetera,

12· ·they're used for aspects of filler, which goes

13· ·into the bunch that goes into the cigars.

14· ·Connecticut River Valley, they take an immense

15· ·amount of time to create beautiful leaves that

16· ·are then wrapped.· There's three components to a

17· ·cigar.· If anybody wants to know, you have the

18· ·filler, which is kind of the bundle they put

19· ·together, a binder that sticks it all together,

20· ·and then the wrapper that goes on the outside,

21· ·which is what everybody sees.· Those wrappers

22· ·are very delicate.· They take a lot of time in
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·1· ·order to get right because they want to look

·2· ·good and presentable and make sure that they go

·3· ·together with everything else.

·4· · · · · · ·The American tobacco that's grown is

·5· ·really specific to the nature of the totality of

·6· ·the product.· And so what really kind of drives

·7· ·that is going to be more of the consumer habits

·8· ·and not necessarily anything related.· There's

·9· ·not really any competitive aspect to American

10· ·tobacco that's been grown versus anywhere else

11· ·in the world.· It really is specific to the

12· ·terroir, what the consumers want, and really

13· ·kind of what expect over about 100 years of

14· ·tobacco production and cigar smoking.· Thank

15· ·you.

16· · · · · · ·MS. REINITZ:· This question is for Mr.

17· ·Hertzler.· In your testimony, you request USTR

18· ·to apply materially lower tariff rates to

19· ·certain economies like Germany that you claim

20· ·have a long and active history of combating

21· ·forced labor.· And you suggested in your

22· ·testimony that perhaps Germany should receive a
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·1· ·tariff rate of zero percent because of their

·2· ·supply chain due diligence law.

·3· · · · · · ·Could you expand on, in your opinion,

·4· ·more about how USTR might consider applying

·5· ·materially lower tariff rates based on other

·6· ·types of benchmarks in terms of an economy's

·7· ·actions to combat forced labor?· Noting, for

·8· ·example, that Germany's supply chain due

·9· ·diligence law is not specifically a forced labor

10· ·import prohibition, is not duplicative, for

11· ·example, with the EU's overall forced labor

12· ·regulation.

13· · · · · · ·MR. HERTZLER:· Right.· I think the

14· ·regulation that is in question, the EU Forced

15· ·Labor Regulation that was enacted in 2024 but

16· ·doesn't become enforced until 2027, different

17· ·member countries of the EU.· In this case

18· ·specifically Germany, generate their own

19· ·regulations which eventually bubble up to the

20· ·EU, and then the EU processes that and creates

21· ·their own regulation that it then applies

22· ·through an umbrella over all of the member
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·1· ·states.

·2· · · · · · ·In this particular case, Germany

·3· ·started the Supply Chain Due Diligence Act,

·4· ·which, you are correct, doesn't specifically

·5· ·address forced labor but addresses all of the

·6· ·supply chain characteristics that are caused by

·7· ·forced labor.· It takes a completely different

·8· ·approach than what the United States takes.· The

·9· ·EU and Germany, specifically in this case, take

10· ·a proactive position to try to stop forced labor

11· ·before it ever happens.· Whereas in the United

12· ·States, we try to stop those products at the

13· ·port if we suspect that it was produced with

14· ·forced labor.· That's more of a reactive

15· ·approach because the forced labor has already

16· ·produced the product.

17· · · · · · ·The Supply Chain Due Diligence Act is

18· ·in place and is already enforced in Germany and

19· ·is an effective way to keep the forced labor out

20· ·of the economy before it ever happens, so that

21· ·the product never gets produced in the supply

22· ·chain of German companies.
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·1· · · · · · ·MS. REINITZ:· Thank you.

·2· · · · · · ·MS. MUMMA:· This is a question for Mr.

·3· ·Quaratesi.· Your testimony notes that the U.S.

·4· ·capacity to produce olive oil does not meet

·5· ·domestic demand for olive oil.· Does your

·6· ·association or its members have any plans to

·7· ·expand capacity capabilities for domestic olive

·8· ·oil, and to what extent?

·9· · · · · · ·MR. QUARATESI:· Yes.· The short answer

10· ·is yes.· So a lot of our members, especially the

11· ·largest organizations, are currently investing

12· ·in California to expand production.· However,

13· ·there is a strong limitation in terms of land

14· ·available in California, which currently is the

15· ·only Mediterranean-like state in the United

16· ·States.· There have been trials in Texas and

17· ·Georgia that I'm aware of, but they were not

18· ·successful in developing a good quality crop.

19· ·So the short answer, yes, there are investments

20· ·in growing the capacity, but to grow it to the

21· ·level that we need to supply the U.S., we'll

22· ·have to do it very fast and in a way that will
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·1· ·probably impact other crops in California, like

·2· ·almonds or pistachio, that will have to be

·3· ·replaced entirely from olive oil.

·4· · · · · · ·Looking at the history of, you know,

·5· ·2,000 years of expertise in Mediterranean that

·6· ·bought the capacity that Mediterranean can

·7· ·express in terms of production of olive oil, to

·8· ·replicate that in the United States would take a

·9· ·lot of time.· There's not enough land at the

10· ·right climate available and also will be done

11· ·probably at the damage of other staple crops in

12· ·the United States.

13· · · · · · ·MS. MUMMA:· One follow-up question.

14· ·You noted in your remarks that increased olive

15· ·oil prices in 2024 reduced purchases by American

16· ·households, particularly middle-income families.

17· · Did you see those purchases go to alternative

18· ·oils produced domestically, or were they largely

19· ·to additional imported oils of a different type?

20· · · · · · ·MR. QUARATESI:· I don't have the exact

21· ·data in mind, but I would say that my big winner

22· ·was avocado oil, so which is not produced
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·1· ·largely in the United States.

·2· · · · · · ·MS. MUMMA:· Thank you.

·3· · · · · · ·MS. GRIMBALL:· Thanks to all the

·4· ·witnesses on this panel.· This panel has now

·5· ·concluded.· As a reminder, the post-hearing

·6· ·rebuttal comments are due on July 16th.· Please

·7· ·follow the directions provided in the June 2nd

·8· ·Federal Register notice.· The hearing transcript

·9· ·for the first day was posted to the USTR

10· ·website, and the transcript for yesterday and

11· ·today will be following shortly.

12· · · · · · ·We are now adjourned, and thank you for

13· ·your participation.

14· · · · · · ·(Whereupon, the above-entitled matter

15· ·went off the record at 3:15 p.m.)
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·1· ·C E R T I F I C A T E

·2· ·This is to certify that the foregoing transcript

·3· ·was duly recorded and accurately transcribed

·4· ·under my direction; further, that said

·5· ·transcript is a true and accurate record of the

·6· ·proceedings; and that I am neither counsel for,

·7· ·related to, nor employed by any of the parties

·8· ·to this action in which this matter was taken;

·9· ·and further that I am not a relative nor an

10· ·employee of any of the parties nor counsel

11· ·employed by the parties, and I am not

12· ·financially or otherwise interested in the

13· ·outcome of the action.
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