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EUROPEAN PARLIAMENT 
TESTS U.S. UNITARY 
ATION : , 

HON. BILL FRENZEL 
or MINNESOTA 

PRO
TAX-

IN THE HOUSE OF REPRESENTATIVES 

Thursday, March 8, 1984 
• Mr. FRENZEL. Mr. Speaker, print
ed below Is a resolution passed by the 
European Parliament en 12 Decerrber 
1983. which protests unitary taxation 
laws which have been passed by a 
number of States as being contrary to 
the spirit of double taxation treaties 
currently in effect, as well as discrimi
nating against European-based compa
nies which have operations In the 
United States. A statement by Europe
an Parliament Member Michael Welsh 
United Kingdom follows that resolu
tion and explains the European posi
tion. 

The Europeans are dead right. Uni
tary taxation is unfair. I will continue· 
my effort to try to persuade those· 
States. including my own, which have 
passed this kind of law to reverse 
them. It is ironic that States would 
pass unitry tax laws which discourage 
new foreign Investment. Not only do 
they risk losing existing investment, 
and jobs, but they have slammed the 
door on new business Investment 
which all of therr claim to be seeking. 

It is bad enough that States pass in
equitable unitary tax laws. but it is 
pure .folly that States shoot them· 
selves In their "jobs" foot as well. 

The Secretary of the Tre3Sury will 
report late this Call on alternath·es 
available to the Federal Government 
on control or unitary tax system. I 
await his report with gre:~.t Interest. 

Et7ROPEA.II CO!IIMUNJTlES-EvROPEAK 
PARL1Al4EKT: WORKING DOCU~IENTS, 1983-84 
The European Parllament motion for a 

resolution tabled by Mr. Welsh. Mr. Gau
tier. Mrs. Gredal. Mr. Lange. Mr. Moreau. 
Mr. ·Blumenfeld. Mrs. Moreau, Sir Fred 
Cather\\·ood. Mr. Provnn, Mr. Spencer, !VIr. 
Tyrrl!ll. Mr. Delorozoy and Mrs. Veil fer 
entry In the Register pursuant to Rule 49 of 
the Rules of Procedure on taxation of com· 
panies by American States. ~ 

A. Noting that a number of American 
States ha\·e adopted a. world wide system of 
taxing companies on an Imputed percentage 
of their profits known ns Unitary Tax, ef!ec· 
tlvely taking profits earned ouulde the 
USA. · 

B. Aware that the US Supreme Court has 
accepted the legality of such a system for 
domestic US corporations. 

C. Concerned that this decision may be 
taken to extend to American companies 
v;tth subsidiaries In Europe and the Amen· 
can subsidiaries of Community based com· 
panles. 

1. Considers thlt the principle of Unitar:: 
Tax :s contrary to t!1e spirit of the various 
double taxation treoatirs and discriminate-s 
unfairly a~ainst Europt'an bMed compames 
wtth operations in the United States. 

2. Regrets that the United States Admi::;.>
tration did not Cile an Amicus Curiae Brirf 
in the Supreme Court case of Container 
Corporntlon of the US \'S. California Trust· 
ees Whil"ll would ha\·e Pnabled the po~;:ion 
of o\·er-"ens Companies to be clarified. · 

3. Urges the Administration to give full 
he:1.rted support to legislation before the 
Congress which would exempt overseas 
Companies from this discriminatory form of 
tax. 

4. Urges the Commis.~ion to Instruct IU 
Delegation In Washinfton to conllnue to 
press this matter which can only damage re
lations between the Communit~· o.nd the 
United Statr.s t.o the detriment of their 
mutual economic and politicalinteresU. 

S. Believes that failure by the admlnistra· 
lion and Congress to act in this way would 
Justify the suspension or the double tax· 
r.tion treaties by the Member States. 

6. Instrucu Its President to forward this 
resolution to the President of the Commis
sion, the Head or the US Mission to the Eu· 
ropean Communities and the Chairman of 
the Delegation of the US Congress to the 
European Parliament. 
RE: UNITARY TAXATION-PRESS STATEMENT Or 

MICHAEL WELSil, MEMSER, EUROPEAN PAR.LIA• 
MENT IUKITED KINGDOM I 

Mr. Michael Welsh, Member of the Euro
pean Parliament for Lancashire Central 
<UK> addressed the Government Operations 
Committee of the National Conference of 
State Legislatures on behalf of the Parlia
ment and presented the text of a Resolution 
re-Iterating European concern about the In
creasing Incidence of Unitary Tax leglsla· 
tion by American States. 

Mr. Welsh said that the Unitary Tax Issue 
'IIIU a maJor Irritant In relations between 
the United States and the European Com
munity at a time 'llo'hen their economic 
Interdependence was growing rapidly. Euro· 
pean Investment In the United States 
amounts to $61,000 million, 60 percent of all 
foreign direct Investment. and U.S. Invest
ment In the EEC amounted to $78,000 mil' 
lion or 35 percent or all direct Investment 
abroad. Representations had been made at 
every level of the Federal Government 
starting with the President and the Con
gress. and we have yet to hear of any senior 
officer of the Administration or member of 
the ConiJ'ess who wu prepared to make a 
defense of Unitary Tax. They would ac
knowledge that It was wrong, but would 
then say It was a question of States' righU 
and therefore "very difficult." Under those 
circumstances European opinion regarded 
the establishment of the \\'Orklng group on 
Unitary Tax under the chairmanship of 
Secretary Regan \\'lth a certain degree of 
skepticism. The Europe:m Parliament had 
sent him to Washington to talk to· State 
Legislators because they recognized that 
this wt.s where the decision-making power 
lay; If the States could be persuaded not to 
pass unitary tax bills the problem would 
quickly disappear. 

No one WILS disputing the right of States 
to decide how they would tax their corpo- · 
ro.te citizens, but It wo.s the essence of de
mocracy that righU must be exercised '1\'lth 
discretion, pa)•ing due regard to the wider 
Implications, and \\'ith proper respect for 
the rlghU or others. 

Unitary tax c!early lnfrlntred a basic prln· 
clple of tax practice. namely that the same 
benefit should not l;c tax~d twice. Yet 
under the Unitary Tax system one company 
wn.s taxed In California on Income of $46 
mlllion a year when It had reported a loss 
for Federal Tax purposes of S255 million. A 
leading Brltll.h Bank wt~h 0.01 percent of IU 
worldwide income attributable to California 
had 1.16 percent of worldwide Income ap. 
portioned to IU California operation and its 
tax bill amounted to 97.5 percent of its fed
eral taxable income. 

The system 'llo'B.S arbitrary. discriminatory 
and unfair. e!peclally a.s there was no ac
cepted standard method of 'll:orldwide rc· 

Source: Congressional Record of 8 March 1984. 
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porting. As a consequence the United States 
'1\'U !n breach of IU international obli.:a.· 
tions. As far as the United Kingdom was 
concerned, the U.S. Senate removed Article 
a <4> from the UK/US Tax:.tions Com•cn· 
lion after It had been considered by the 
House of Commons. The Trt::t}' was rUified 
only after Go\'ernment Ministers confirmed 
that they had received catec-oric assurances 
from the Administration that legislation to 
avert the use of Unitary ·Taxation 'llo'Ould be 
Introduced. It wt.s difficult to see how Inter
national trade and commerce could be con~ 
ducted In an orderly fashion 1f lone estab· 
llshed rules could be upset at the whim of a 
sln~;le partner. The Europeans could hardly 
be expected to make a separate taxation 
treaty with each Individual state. 

In the third place. Mr. Welsh believed 
that those states applying Unitary Taxes 
were aiready losing out In terms of foreign 
Investment Recently the Londor. Chamber 
of Commerce had to cancel a trade and In· 
vestment trip to Florida. Out of fi!ty com· 
panles Intending to go, oniy six wished to do 
so once they heard that the State had 
adopted Unitary Tax. We could cite other 
examples where maJor corporations had de
cided not to locate manufacturing ple.nU In 
Unitary Tax States. · 

E\•eryone appreciated the need to find rei· 
atively painless means of ralsL'lg revenue 
but It was legitimate to ask 1f the Interests 
of the people of the States concerned were 
best served when long term Job creative In
vestment was sacrlfled to short term reve
nue gain. 

Finally. Mr. Welsh said that In his view. 
retaliation by European states against U.S. 
ccsmpanies would be Inevitable if the sltua· 
tlon could not be satisfactorily resolved. The 
European Parliament Resolution especially 
referring to this, had been slened by over 
230 members representing all ten member 
States a.::d every shade of political opinion
It WR.'I an unusual demonstrntlon of unanim· 
lty. Unitary Tax had been condemned by 
the OECD, the UN, Canada and Japan r.nd 
had been the subJect of numerous direct 
representations by heads of Government. 

"If the United States Is unable or unwill
Ing to respond to this crescendo of protest, 
we will Inevitably have to ta!te action to 
defend ourselves-If you like, to llSSert our 
own "States rlght.s". This would mem the 
Imposition of similarly arbitrary systems of 
taxation on American companies operating 
abroad affecting their profitability and 
their Investment potential. Such a develoP
ment would be bad for trad::, bad for the 
economy. bad for Jobs and very ver)' bad for 
International relations. I appe(\1 to this 
Committee to make a recommendation to 
alliU Members to drop or repeal all pen :ling 
and exlstlng Unitary Tax legislation. By so 
do"ing they will have removed the need for 
panels, federal legislation and Supreme 
Court cues and will have demonstrated the 
rer.ponsibilty and maturity of Judgement 
which 'llo'e, their friends, han a right to 
expect. The State Legislatures have the 
poll•er to make a significant contribution to 
U.S./Europen.n understanding to promote 
International trade and prosperity, to spe<'d 
recovery and increase employment on both 
sides of the Atlantic. I am h('rl' on behalf of 
my Pnrllamentary collca~:ues throu~hout 
the European community 3.Sk l'OU to u~e the 
power today.''o 
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Trade Policy 
'•• . 

WAYS A'ND MEANS TRADE SUBCOMMITTEE REPORTS 
TRADE REMEDIES BILL INTRODUCED BY GIBBONS 

Legislation (H.R. 4784) significantly revising the U.S. anti· 
dumping and countervailing duty statutes was ordered re
ported Feb. 29 by the House Ways and Means Trade 
Subcommittee. 

The panel took the action by voice vote after concluding 
earlier in the month an exhaustive section-by-section review 
of a draft of the proposal The final bill was introduced Feb. 
8 by Chairman Sam Gibbons (0-Fla) and by members of the 
panel of both parties, but the absence of a quorum at 
subcommittee sessions on Feb. 9 and 22 delayed the vote on 
the measure. 

Amendments Expected 

The proposal now goes to the full committee, where 
efforts to amend the measure are anticipated. Ways and 
Means Committee Chairman Dan Rostenkowski (D-Ill) re
portedly will try to keep the amendments at a minimum, 
however, in an effort to expedite consideration of the 
legislation. . . . · 

No date has yet been set for committee action on the bill. 
However, Gibbons told BNA that he is hopeful Ways and 
Means will get to H.R. 4784 after it completes work on a 
budget deficit proposal. 

Supporters of Gibbons' legislation are generally optimistic 
that the full committee will approve the bill, but are also 
said to be worried about possible efforts in Ways and Means 
to toughen significantly some of the provisions and to try to 
broaden the coverage to include other trade statutes. Propo
nents are hoping for a vote on the House ftoor this session, 
but some congressional observers doubt that the House will 
pass such a controversial measure in an election year. 

Provisions In Bill 

The proposal adopted by the subcommittee makes numer
ous changes in the antidumping and countervailing duty 
laws in an effort to address new unfair trade practices, 
reduce costs and delays, improve administrative proce
dures, and make the statutes more accessible to potential 
petitioners. Included in the bill are provisions altering the 
rules governing settlement agreements: including govern
ment export targeting subsidies within the scope of the 
countervailing duty law: governing natural resource trans· 

ANNEX II 

actions; including upstream subsidies in countervailing duty 
law; prohibiting interlocutory judicial review; and establish· 
ing a trade remedy assistance office and a targeting subsidy 
monitoring program (9 ITIM 92, Oct. 19, 1983). 

In addition, the panel originally proposed a revision of the 
existing standards for assessing nonmarket economy coun
tries under the trade laws. This section stated that if a 
normal dumping test were not possible, there would be a 
new "nonmarket pricing" test as an alternative to the 
current "surrogate country" test applied by the Commerce 
Department. · · 

However, the pricing formula provision was removed 
during the markup, and the matter will now have to be 
worked out in the full committee. There will also be further 
discussion in Ways and Means on the section governing 
settlement agreements, according to committee staff mem
bers. Among the amendments expected then is one giving 
U.~. industries veto authority over settlements. 

Source: u.s. Import Weekly of 14 March 1984. 
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