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AUTHORIZATION OF APPROPRIA’I‘IONS FOR THE U.S.
L INTERNATIONAL TRADE COMMISSION FOR FISCAL

YEAR 197,

THURBDAY, APRIL 21, 1977

TU. S, SENATE,
SuBcOMMITTEE ON INTERNATIONAL TRADE
oF Tur CoMMUFTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice. at 10:05 a.m. in room
2321, Dirksen Senate Oftice Building, Hon. Abraham Ribicoff (chair-

man of the subcommittee) presiding.

Present: Senators Long, Talmadge, Ribicoff, and Byrd, Jr., of
Virginia,

Senator Rinicory. The committee will be in order,

[The committee press release announcing this hearing follows:]

FINANCE SUBCOMMITTEE ON INTERNATIONAL TiApE SErs IIEARINGS ON
AUTHORIZATION FOR U.8, INTERNATIONAL TRADE COMMISSION

The Honorable Abraham Ribicoff (D., Conn.), Chairman of the Subcommittee
on International Trade of the Committee on Finance, announced today that
the Subcommittee will hold hearings on the authorization of appropriations for
the U.8, International Trade Commission on Fiseal Year 1978. The hearings
will be held at 10:00 a.m. on the morning of Thursday, April 21, 1977, in Room
2221 of the Dirksen Nenate Office Building. The Honorable Daniel Minchew,
Chalrman of the Commission, will outline the Commission’s budget plans for
the upcoming year.

Chairman Ribicoff noted that an authorization is required by subsection (¢)
of section 330 of the Tariff Act of 1930 (19 U.X.C, 1330 (e)), which provides:

(e) Authorization of Appropriations.—~For the Fiscal Year Beginning
October 1, 1976, and each Fiscal Year thereafter, there are authorized to be
;npplropﬂnted to the Commission only such sums ag may hereafter be provided
iy law,

Written Teatimony.—Chairman Ribicoff stated that the Committee would be
plensed to receive written testimony from those persons or organizations who
wish to submit statements for the record. Statements submitted for inclusion

- in the record should he typewritten, not more than 25 double-space pages in
length, and mailed with five (8) coples by close of business Thursday, April 21,
1977, to Michael Stern, Staff Director, Committee on Finance, Room 2227,
Dirksen Senate Offlce Building, Washington, 1.C. 203510,

i Senator Risicorr, Mr. Minchew, Mr. Parker, Mr, Cornell, Mr.

Wallington, Ms, Bedell, are you going to testify ¢
Mr, Mincuew. No, sir. T think we have one statement. Others will

he available,
Senator Rintcorr. Why do you not take the witness chair and let us

have your testimony ?
1)
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Mr, Mincuew. Thank you, Mr, Chairman. In addition to myself and
the Vice Chairman, Commissioner Bedell is also with us and, if you
have no objection, I will ask the Vice Chairman and Commissioner
Bedell and Mr. Welli%mon to join me at the table.

Senator Risrcorr, Certainly.,

STATEMENT OF DANIEL MINCHEW, CHAIRMAN, US. INTERNA-
TIONAL TRADE COMMISSION ; ACCOMPANIED BY JOSEPH PARKER,
VICE CHAIRMAN; CATHERINE BEDELL, COMMISSIONER ; ROBERT
CORNELL, DEPUTY DIRECTOR OF OPERATIONS AND EDWARD
WALLINGTON, JR., DIRECTOR, FINANCE AND BUDGET

Mr, Mincurw. The budget of $12.187,000 requested by the U.S. In-
ternational Trade Commission for fiscal year 1978 represents un in-
crease of only $347,000 from the $11.840,000 in funds requested for
fisenl year 1977. As this increase is less than the net automatic inerease
in costs of $373,000, we ave asking, in real terms, for a reduction in
operating funds.

We will, however, have to request an increase of $77,000 to cover
exccutive pay raises effective in March 1977, since this cost was not
known when the budget was submitted. :

Despite our very fean—even reduced—budget for fiscal year 1978,
the Subcommittee on Trade of the House Ways and Means Committee,
in making up the Commission’s authorization bill for fiscal year 1978,
has recommended a reduction of $665,000, which would bring the
budget total down to $11.522,000. We are requesting that you restore
the budget total to the $12,187,000 originally planned for fiscal year
1978. Before explaining thisrequest, I would like to review onr budget.
briefly pointing out some improvements in our operating plans and
other recent achievements.

The. Commission developed this year's budget request from two
major bases: (1) a new work plan by activity, developed in August of
last year, which we are using as our approved resource allocation
document. and (2) reorganization plans developed at the same time
and since completed without essential change as we have proceeded
with their implementation.

We helieve that we now have put into place a more effective organi-
zation which eliminates our dependence on ad hoe stafl assignments,
brings responsibility and authority closer together and better defines
the functions for which our managers are to be held accountable.

We have established as a key element a Director of Operations re-
sponsible for all substantive activities, supported closely by a full-time
investigative staff which will carry ont nlf public investigations, with
technical and research assistance from other units, This replaces the
old approach of forming ad hoc groups for each investigation.

We have introduced badly needed intermediate levels of supervision,
We have also added small support staffs to cover important areas of
policy/planning, congressional liaison, consumer affairs and manage-
ment services, -

The net result of the reorganization has been to reduce the numher
of positions while raising the average grade of the stafl. The plan will
help keep costs down in the near term and should continue to produce
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savings later as we grow more skilled in the efficiencies of the new
procedures.

While costing us less, we believe our new organization will enable
us to accomplish more fully and expeditiously the duties required by
statute and projects requested by the Congress and the President.

We also hope, by increasing our emphasis on systematic studies and
by publishing reports on regularly collected information, to better
our professional staff's ability to keep abreast of technical and trade
developments, More than 20 such studies and research projects, selected
and approved by the Commission, are now underway in accordance
with comprehensive research plans.

Detailed planning of non-investigative research has become an estab-
lished activity within the Commission, replacing rather than adding
to the former unstructured research, and is generating a major increase
in both the quantity and quality of the U.S. International 'rade Com-
mission's published product. A sizable flow of finished work is about
to emerge from this programm, which will be reviewed, updated and
probably expanded in a few months,

Senator Risicorr. You say *a sizable flow of finished work is about
to emerge from this program.” I think it would be valuable for the
committee to have you submit to us what project you are now engaged
in and where it stands in the prospect of completion.

I think that you are a very valuable commission, but not many
people know about what you are doing unless they read something in
the paper about textiles or see it on the television set.

So. if you would submit to the committee what projects you are
presently engaged in, it would be helpful.

Mr. Mixcurw. We would he happly to do so. We will submit to you
our self-initinted studies and the schedules that we have imposed upon
owmrselves for completion. We will also submit for you a breakdown of
all of the investigative activities,

Senator Risicorr, That is important. T think it is important for the
Congress to know. It is important for the public to know, especially
in view of the controversy that has arisen, because of the other body's
uction, ,

It would be helpful if the committee could have that material,

In setting up the Trade Act, it was the intention of the Finance
Committee to make your Commission most important. You have a very
important, role to play in all trade matters, and it becomes essential
for us to know what you are doing, are you fulfilling it, and of course
I know Senator Long and 1 foeiqvm-y strongly that there is an im-
portant job to be done by you.

We hope that we can somehow eliminate some of the pressures and
conflicts that are now in the Commission,

Mr. Mixcurw. We will be happy to supply you with them, and we
will supply them to you before the end of t{m day today, sir.

Senator Risrcorr, If you have it before the end of the day, we have
n inark-up set next week. Tt will be Monday or Tuesday, I think. Tt
would be good for the committee to have that, sir,

M. Mincrew, Very well, sir,
[The following material was subsequently supplied for the record :]
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Comprehensive list of investigations and other projects now underway within

the USITO, Apr. 25, 1977

1. Investigations under section 201 of the Trade Act
of 1074:

1. Inv. TA-201-20: Low carbon ferrochrome..

2. Inv, TA-201-21: Cast-iron cOOKWAre camncuo

3. Inv. TA-201-22; Fresh cut flowers.. -

4. Inv, TA-201-23: Certain headwear.... -

8. Inv. TA-201-24: Cast-iron stoveS.cacecemae

6. Inv. TA-201-25: Cattle and beefne e cmmnne

7. Inv, TA-201-26: Malleable iron pipe fittings..

II. Investigations under the Antidumping Act, 1921:

1, Inv. AA1821-164: Roundhead steel drum
plugs from Japan. .

2, Inv. AA1021-105: Metal-walled above-grqund
swimming pools from Japan.

3. Inv., AA1021-106: Certain parts for self-
propelled bituminous paving equipment
from Canada.

III. Active investigations under sectfon 337 of the Tariff
Act of 1930

1. Univ, 837-TA-25: Certain above-ground
swimming pools.

2. Inv, 337-TA-20: Certain solder removal

WICKS e —————
. Inv, 337-TA-23: Certain color TV receivers..
. Inv, 837-TA-30: Certain display devices for
photographs,
Inv. 337-TA-20: Certain stainless steel pipe
and tube.
. Inv, 337-TA-31: Certain steel toy vehicles..
. Inv, 337-TA-32: Certain dot matrix Impact
printers and solenoid print head asgemblies
therefor.

8. Inv. 337-TA-33: Certain light shields for
sonar instruments,

0. Inv, 337-TA-XX: Certain machining centers
with automatie tool changers.

- 10. Inv, 337-TA-XX: Certain molded golf halls..
1V. Investigations under section 332 of the Tariff Act of
030
1. Inv, 332-80: Probable effect of H.R., 14600
(watches and parts thereof),

2. Inv, 332-83: Rtudy of the administration and
operation of the customs laws.

3. Inv. 432-82: Probable domestic impact of
changing from the current “chief value”
method of classifying textile imports to a
“chief welght” method of classifying such
imports,

4, 332-78: Formulation of an international com-
modity code.

V. Studies under section 410 of the Trade Act of 1974:

1. Review reports on East-West trade.....__.

2. Special report: Impact of granting MFN
treatment to the U.8.8.R.

8. Special report: Impact of granting MFN
treatment to the P.R.C,

1 Notice not yet tssued ; case in early stages.

o o

-

Due date

July 10, 1977,
July 23, 1977,
July 31, 1977,
Aug. 18, 1977,
Sept. 9, 1977,

Sept. 17, 1077.
Sept. 20, 1077,
June 14, 1077.
June 20, 1977,

July 7, 1077,

Apr, 29, 1977,

Aug, 7, 1977,
Jan, 3, 1978,
Feb, 18, 1978,
I"eb, 22, 1078,

Apr. 18, 1978,
m

m

1

[§}]

May 80, 1977,
June '21. 1077,
Oct, 7, 10717,

Jan, 1, 1078,

Quarterly,

Public  Apr. 20,
1077,

Apr. 30, 1077,
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Comprehensive list of investigations and other projects now underiwcay within

the USITC, Apr. 28, 1977

VI. Studies under authority of section 332 of the Tariff
Act of 1030, as suggested {n letters from the Speclal
Trade Representative:

1. U.S, industries with high export potential_.

2. Analysis of the TSUS with respect to the ef-
fects of adoption of a simplified system of
customs valuation.

3. Analysig of the TSUS with respect to feasi-
bility and economic impact of conversion of
gpecitic and compound to nd valorem rutes.

4. Study of the economic effects of the harmon-
ization of tariffs of the major trading na-
tions on the principal goods and commodi-
ties which move in International trade,

4. Impact of forelgn export subsidies.........

VII. Summarles of Trade and Tariff Iuformulation, under-
taken under authority of the Tariff Act of 1040,
section 332

1. Pyrotechnic8 oecvueo-o e ———— emmm—m——————

2, Hardwood plywoodaocoonene c—mmmm e ———

3. Plastics comcnamauea ———

4. Luggage oo - ———
3. Fish netting/mets e ccccceccecccacccaann
G, Sweaters ocececmmeon ——————— emeraaen————
7. Body support gurm(-nts ...... cammm ———
8. Ophthalmle le ——— ——
9. Manmade fiber fabrics o oo e -
10, Meats wecemccccimccccneccnanan e m——— -
11. Pens and moohuuk‘nl pen(lhu-.---._----..--
12, Photographic ¢RMOrA8 meme e cemcamean

13, JEWOIEY mccamcrmcscmncem e nranana—————an———
4. Cernmie table and kitchen articles.....

15, Musical instroment o caceeao. ceemeen -
16, Electrieal motors and generators... .. ORI

17, Scientific fnstruments. . lieceveceeao- ———
VIIL. Other roﬂonrch projects fnitfated on the (‘mmulsﬂlun ]
own motion under nuthority of section 332 of the
Tarlff Act of 1830;
1. Balance of payments analysis (requested hy
Senator Long).
2 I«not;;.rs affecting world petroleum prices to
1085,
3. Softwood lumber forecasting model o  aue
4. Survey and analysis of Government-owned
industries and industries with Government
participation in market economy countries.
5. Effects on trade of official export finaneing. -
6. 1.8, international trade in vegetable oflseeds
and fats.
7. Tmpact of NT'I's on U8, exportS.cecann- ———
8. Effects of border taxes on V.8, trudeaoe....
0. Cost-benefit analysis of the multi-iber agree-
ment on textiles trade.
10. Impact of GSP on U.8, trade in the program's
first year of operation,
11, World trade in Bralns oo
12, Pariff and nontariff lmrrlors to world trade
in automobiles,
13. Related-party transactions in U.8, lmport
trade.
4. Case studies of the effects of flonting exchange
rates on Importers' pricing practices,
15, Model of fastener market. ..o eomeuo .
1 Deadline date not yet firmly fixed.

80-243--77——2

Due date

May 15, 1977,
May 30, 1977.

June 10, 1977,

June 30, 1977,

July 20, 1977.

May 30, 1977,
June 30, 1077,
Do.

Do.

July 19, 1077,
July 20, 1977.
Aug. 12, 1977.
Sept. 13, 1077,
Sept. 14, 1077,
Sept. 17, 1977,
Oct, 1, 1077.
Oct, 15, 1077,
Oct. 31, 1977,

Do.
Dec. 1, 1077
W

@)

Draft now hefore

the Commisslon,
June 17, 1077.
June 30, 1077,
July 26, 1977,
July 29, 1077,
Oct. 14, 1977,
Oct. 28, 1077

Do.

Nov, 13, 1077,
Nov, 30, 1977
Dec, 15, 1077,
Mar, 15, 1978,

Due dates not yet
firmly fixed.
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Mr. Minciew. We are currently making preliminary plans toward
the use of zero-base budgeting techniques, even though, as an agency
outside of the purview of the Office of Management and Budget, we
may not legally be required to do so. We are working on a l)l‘O]el:t-
control system of management to support eventual zerq-base hudgets
and to increase the ability of managers at all levels to direct the areas
for which they are responsible, ) .

Also. though we are informed that we are not technically subject
to the President’s policy limiting the hiring of staff to 75 percent of
available vacancies, we intend to follow its spirit. Finally, we have
been operating under the provisions of the Sunshine Act since De-
cember and are, in fact, the first Federal agency to issue final rules
of procedure for the conduct of meetings in the sunshine. We have
found this early compliance with the law to be a benefit rather than
n liability, giving the public a better understanding of the complex
issnes with which we deal and of the care that we give them,

Early in fiscal year 1977, we found it necessary to ask for an $80,000
increase in our fiscal year 1977 travel limitation—a request incorpo-
rated in the first House Supplemental Appropriation Act, We did not
seek an increase in the amount of our appropriation for fiscal year
1977, since we expected this higher travel cost to be offset by savings
in planned personnel costs. .

We have found it necessary to make a similar shift between expense
categories for fiscal year 1978 since the budget request was sub-
mitted to the Congress: adding $80,000 to planned travel expenses,
but reducing personnel and certain production costs by a like amount.
Special needs for travel have arisen in connection with certain unfair
import practice investigations, as well as some major investigations
under section 332 of the Tariff Act of 1930, :

Hearings held outside of Washington in connection with several
kinds of investigations have also increased the Commission’s travel
costs; these out-of-town hearings have been a source of much valuable
information through testimony from individuals who could not have
attended hearings held in Washington, D.C.

We believe that removal of the travel limitation in the Commission’s
appropriation language is needed, and we have asked the House Ap-
gmprmtions Subcommittee and will ask the Senate Appropriations
Subcommittee to make this change in order to allow us reasonable
flexibility in operations. If the committee does not remove the limita-
tion, we ask that it bo raised by $80,000 from the $242,000 we ori-
ginally requested, in order to allow for the increased travel require-
ments being experienced in recent months and expected in the future.

Senator Risrcorr. Would you give us some examples of your hear-
ings held outside of Washington, covering what snhject matters, who
attends these hearings?

Mr, Mincuew., We have held a number of our escape clause pro-
ccedings outside of Washington. For example, last week I was in
Birmingham, Ala. along with other commissioners holding an escape
clause hearing on cast iron cookware,

We have some commissioners today in San Francisco, Calif., where
we have held an escape clause proceeding on fresh cut flowers,
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It has been our opinion, and this has been borne out by factual ex-
perience, by going outside of Washington to areas that are more
nearly directly affected, wo have received better testimony from both-.
the importing and the domestic interest groups.

California 13 one of the largest flower producing States, for exam-
ple. It is also one of the largest flower 1mporting States. For us to
go to California, hold 2 days of hearings there, we get more witnesses
tlmtlm'u involved day-to-day in the importation or production of the

roduct,

P Senator Risrcorr. In other words, instead of having the lobbyist or
legal coungel or the trade representatives based in Washington, by
going out into the field, you get the people actually involved, directly
affected, not just their lobbyists ¢

Mr. Mincigw. That is right. )
Wo might have 20 or 30 witnesses whom we can hear and build a

record of in the field, where it would not be possible probably for 20
or 30 of those witnesses to come to Washington.

Senator Lona. T want to inquire in some other matter to see what
the reaction to that matter is, whether it is a public relations thing, or
it nctually get results, I personally got the impression if I wanted to
know how {xeoplo were reacting or how they were aflected, there is no
substitute than to go out among the people.

You can talk about it by telephone all you want to. I used to find,
when I had been away from my State for awhile, working on my job
up herey it was a good iden to get in the State for at least a few howurs
to talk to the people and sce what the situation was, You seem to
understand a lot more what it is you are talking about, what people’s
problems are, if you visit with the people in the area, rather than have
somebody come to Washington and tell you about something.

Oftentimes, somebody comes up here and makes a big thing of sone-
thing that is not important at all, and sometimes the person comes
up here and tells you something and it turns out to be very significant
when you go out, Do you get that impression ¢

My, Maxciew. Yes, we do. We get more original sonrces from the
field, people who themselves run the businesses themselves, work on
the production lines themselves, doing the importing, rather than a
law firm here in Washington, or a trade association or a lobbyist
group here in Washington,

I tlllink this is a very valuable added dimension to our hearing
record,

Senator Rintcorr. T wonder, Mr. Minchew, we have read your state-
ment, if you wonld object to having your statement go into the record
as if read?

Mr. Mincurw, T would be delighted to do so.

Senator Risreorr, To answer questions?

Mr. Mineniew, T think that would be more instruetive,

Senator Rimicorr. I do, too, and the chairman may have some
questions as well.

The Trade Act of 1974 made some significant changes in the juris-
diction of TTC. What cffect have those changes had on the Commis-
sion’s workload ¢ - -

Do you have enough people ?
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We gave you things to do. What impact has it had on you in what
Congress has asked you to perform?

Mr. Mincuew, The changes made in the Trade Act of 1974 have
served to greatly increase the interest the public has in the Interna-
tional Trade Commission, We have, ds you know, a large number of
{)ending and recently completed eseipe clause proceedings and we

1ave a great intevest in our 327 unfair Trade Act procedures,

We have these increasing interests and activities as a direct result

of the change in the statute. I think we are able to perform this in-
creased workload and perform it better, without having to ask for
additional staff because, in the process or in the interim, we have been
able to reorganize ourselves and establish a management control in
the a]gency, by which I think we are able to do more work with fewer
people.
! Senator Risicorr, Tet me ask you, the House Subcommittee on
International Trade has recommended that $600,000 be cut from your
budget for self-initiated studies. That is why I would like a list, for
the record, of what your self-initinted studies are.

What would be the effect of such a cut in your capacity to carry
out these studics?

Would this be a waste of taxpayers money to have these studies?

Mr. Mincnew. T do not think it would be a waste of the taxpayers
money to have studies on the subjects that we are studying, We are
studying, for example, the factors affecting world petroleum prices
to 1985, We are studying, for example, the operations of the Customs
Service, .

We are studying the first year’s operation of the generalized system
of preferences and how this has affected the T.S. economy.

We are studying, for example, the effects on trade of official export

financing,
Wao are studying, for example, the effect of foreign nontariff barriers

on U.S, exports,

These are types of research activities that ean translate into im-
mediate benefits for the American workingman, the American business-
man, and the American consumer.,

Senator Risrcorr, If T could make a practieal suggestion, the studies,
as you relate them to me, are very, very important for the overall
running of our economy.

T think it might be wise, when you contemplate undertaking these
studies, if yon went over to the Iouse and talk to Mr. Ullman and
the ranking Republican member and also Mr. Vanik and the ranking
Republican member on the Trade Subcommittee and if you came
over here and talked to Senator Long and Senator Curtis and mysel f
and the Republican ranking member on the Trade Subcommitte, Tf
you told them what you were undertaking, T think you would find
that you had more support.

As 1 listen to every project that you are engaged in, T ean recognize
its importance. Until now, I have had no knowledge of what you
were engaged in. I do not know whether Chairman Long had any
knowledge.

Senator-T.ona. No. T know we have asked that the studies be made,
but I was not aware of those particular studies,
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As far as T am able to determine, those are all appropriate areas for
study. I think, if you have the t’u_nds to do it, that it is better to
obtain the information you think will be needed to have a good trade
program rather than wait for someone to request information and
then have to take a year to get it forus. )

I do think, as Senator Ribicoff has just suggested, that it would
be a good idea if the Chairman and the C'ommissioners come up here
after you have thought about the studies that you were going to initi-
ate and tell us. You could also tell our friends on the House side of
what you are thinking of looking into and let them make some
suggestions. .

gfy impression of what the ITouse has done to your biil is thc¥ seem
to be acting out of frustration over there. Perhaps they are not happy
about the way that things have been going, Perhaps they do not share
the view of the Finance Comimittee as to what your assigned function

18,

You are aware that we, in the Finance Committee, felt that this
Commission should be bipartisan and it should be completely
independent.

Mr. Mixcuew. Yes, sir.

Scenator Lona. It really does not particularly surprise me when
T find that there is a difference of opinion within the Commission. We
had in mind that they would be very independent. We hope the Comn-
mission will do what we think we are doing on this committee. judg-
ing each issue on its own merits, whether we think it is a good idea or
a bad iden, and trying to improve it, and considering everybody’s
suggestions,

You are also aware of the fact, T guess, Mr, Minchew, that some of
us were very much concerned that in past years the State Department
was managing trade policy indirectly throngh the White House, From
our point of view, some nameless, faceless soul who had not been
clected and had not been before the Senate for confirmation, in many
cases, was dictating trade policy.

We just felt that the people we appointed to that Commission
should be making the decision without dictation by somebody in the
State Department unknown to us. You are familiar with that?

Mr, Mincuew. Yes, sir, -

I think the current Commission has been very independent of the
State Department, the White House, the executive branch forces that
might want to encourage us to make a decision one way or the other.

It should not be that this agency could be dominated by the execu-
tive branch, We are very grateful to the Senate Finance Committee
and the House Ways and Means Committee to insure our being in-
sulated from undue executive branch pressures. ”

Senator Lona. It scems to me that yon are supposed to be a fact-
finding group and that you ought to use your best judgment in deter-
mining those facts,

Also, when you find the facts, you are required to make recom-
mendations under certain circumstances, Let me see if T am completely
up to date on the Jaw. T know that we suggested, about a year ago, if
the Commission divides three and three on a vemedy vote, then the
President can treat either one of those recommendations as the rec-
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ommendation of the Commission, as far as he wants to implement it.

Is that correet?

Mr, Mixcurw, That is correct.

Senator Loxa. If the President agrees with three members on the
Commission in & three and three vote, and if we wanted to agree with
the other three, then the Congress could choose to regard the recom-
mendation of the Commission as being the recommendation of the
other three for purposes of an override.

Mr, Mixcuew. That is my understanding, sir.

Senator Lova. Basically in the last analysis, it gives the Congress
the right to implement cither one of those recommendations, If the
President chose to agree with the three who recommended acting in
one direction, the Congress could go along with him, if it wanted to.
1f Congress wanted to regard the recommendation of the other three )
as being a better suggestion in the national interest, then thcy would
have the option, if they had the votes, to do that too, is that correct?

Mr. Mixcnew. That is corvect, sir.

Senator Loxa. I, for one, do not find that to be very objectionable,
As a legislator, 1 would like to have the option to agree with either
group if there is a 50-50 division among people looking at the same
facts,

What kinds of problems does that give you as o Commissioner and
Chairman of the (‘ommission ?

Mr. Mixcuew. That gives me absolutely no problem, Mr. Chairman.

Senator Loxa. The way it seems to me, if 1 cannot persuade the
President to see it my way, 1 have the opportunity to try to vote him .
down up here on Capitol Hill. If 1 fail, I just strike out, but 1 will
have had my fling at it,

1 do not know why anyone should complain about that result,

Mr, Mixcurw. As you know, in the past, especially in the first foot-
wear investigation, the Commission was not able to come to a majority
on the same remedy recommendation. That was, I think, perhaps the
incident which encouraged the Congress to change to the system that
you just outlined, but I can assure you, Mr. Chairman, that we of the
U.S, International Trade Commission are now spending a great deal
of time on that very important matter of remedy recommendations
with the hope that we could get a clear majority, ns many of the
Commissioners ns Fossible, on the same remedy recommendation,

I personally feel that that strengthens the Congress’ hand it it does
wish to exercise its override authority, We are spending mayhe as
much as 2 weeks in discussion and consideration of the remedy 1§0rtion
of the vote, where in the past sometimes we spent 1 day on that
portion, .

We share your significant importance to the remedy part of these
escape clause proceedings. We are trying to do our job better than we
have done it in the past.

Senator Loxa. I'see,

‘Mr. Vanik might be a little concerned about the fact that your
Comumission has not been able to reach a unanimous recommendation,
I wish I could be unanimous with Mr. Vanik on something.

_Chairman Vanik has one view of a matter of this sort and I have a
different view, and that is not unusual, Maybe we can get together
someday ; I hope we can.
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Let me ask you this, Is your view as an administrator—that is what
you are as a Chairman of that Commission—somewhat like mine?
My problem is, whatever amount you give me to operate an office, I
can tell you what I would like to do with it. I really think I could do
a better job if you would let me have » amount of money and let me
have the discretion to use it most effectively.

Now, do you share my view, or do you take a different attitude
toward the funds for this Commission?

Mr. Mincurw, No, sir, I would react as you have said. Tf you will
approve our budget, as we have requested—und, as I emphasized in
my opening remarks, it is a very lean budget, it is actually a reduction
in funds—we can get the job done.

Senator Loxa. I just wonder who has the wisdom, the foresight,
the ESP, to know \\"}lether ou are going to need $300,000 or $322,(00
for travel, for example? I do not say that I have as much foresight in
that respeet as Mr. Vanik, for example, but who would know what you
are going to need to buy 50 tickets or 51 tickets to go somewhere,
Do you? I do not know.

Mr. Minciew. No, sir. We have to make our projections on the
basis of our past experience and what we anticipate for the future,
As you know. we in the past have had to request additional funds for
travel. Our allocation for travel—although we did not have to request
additional moneys, we had the moneys available and allocated for
something else that we did not need and we did need the money for
travel,

We had very big travel expenses in our unfuir trade practice cases,
particularly the television case which involved u lot of travel by stalf
to Japan. This was something that we really had not” adequately
anticipated.

It is just impossible, Mr. Chairman, to anticipate nccurately all that
wo are going to need for travel when we do not control the number
of petitions that the general public can bring to us; and we, in our
agency, have tried most of all to be responsive to the public. We think
this is what the Congress intended.

When people come into us with o petition, and that petition is in a
proper form. we feel that we must institute that investigation and we
must institute it and carry it out in such’ a way that the publie, not just
the special interests here in Washington, have n chance to have input,
I make no apology for our increased travel budget, because I think we
have provided a feeling for the first time in certain parts of the counti v
that there is somebody in Washington who listens when U.S. interests,
cither importing or domestic, are being affected by what is going on in
international trade. '

Senator Risicorr. That was exactly the intention written right into
the Trade Act of 1974, There was a unanimous concern in the Finance
Committee on this problem. It was our intention to do exactly that.
I do not know why you should be penalized for doing what the Con-
gress said you ought to do.

Senator Lona. I have seen some of the Small, penny-pinching
economies of small minds—and small minds only. That has been my
experience, One of them you might take a look at is the entrance to the
mrage for the building where we sit right now. You notice that there
1s only one little runway in and out. From the bottom, you cannot see
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the top and from the top you cannot see the bottoni. To use this runway,
we have to have two policethen, one halfway up and one at the top—
actually three, and one at the bottom. Three policemen to help Sena-
tors get in and out because of the “cconomy® of those who designed
and built the bunilding.

For awhile I thought that the logical suspect would be a former
colleague of ours, ITe loved to cconomize on things, but he had nothing
to do with that particular economy. -

It scems that when the building was designed, somebody had the
foresight. to think that we might need to build the other half for a
bigger building. Of course, that is now being done,

In order to economize the original designers believed that when the
whole building was completed, occupying the entire city block, it
would have two runways, one for coming down and one for coming
up. Meanwhile, 10 or 15 years, we have to get by with one runway and
the policemen standing at various levels to help Senators get u{) and
down and to direct. traflic in and out of the Senate garage, I do not
know a parking lot in town that has been built in the last 15 years that
tried to engage in this same kind of penny-pinching economy.

I tell this story to point out that that false “economy” and lack of
foresight do occur on Capitol Hill, People sometimes take great pride
in doing some of these things to save a dollar or two.

I think the House reductions may be this kind of “cconomy.” Sup-
rose the Commission could get some good information from a trip but
in view of their budget they will cancel it When they cancel, that
leaves a few thousand dollars on hand. When that gefs back to the
penny-pincher on the Hill he says, look here: If you did not spend the
tull $322,000, that being the case, we will cut you back to the
$300,000 that you did spend. That will be enough.

Then, of course, the next year you have the same problem all over
again. You get to where you spend about $285.000 mu)] if the Commis-
sion goes someplace and makes a trip, you will be over, so you do not
take the trip, you elect not to do so, even though it was well-justified.

On the next time, you get cut by another $15,000. Since you did not
spend it, you must not have needed it. Here we go again.

I just do not see that much is achieved by doing that, I think that
if we want to reduce your budget, the best way to do it is to give you
an overall figure and just let you do it in whatever way you think
best. Take it out of personnel, take it out of travel, take it out of any-
thinfx you want. You must take it out to live within your budget. You
would probably like it better if you had that discretion, would you?

Mr, Mixciiew. We would like that, sir.

The problem I see with the House reduction is that it will cut almost
all out of our self-initiated studies, and I think that this is going to
deprive the public of some much-needed information that we at the
Commission, as an impartial expert body, are in the best position to
provide the public. We have absolutely no control over the number of
petitions that are going to come into us. I can tell you the number that
are in today. I cannot tell you what is going to be before the Commis-
sion, if new petitions come in tomorrow.

We have to have, and I think we have projected, adequate funds for
those types of things that, by statute, we must perform—and, thanks
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to the activities of the time limit that Conguress has put on us, we must
perform them promptly with statutory deadlines in every instance,

Those are the things where we really have no flexibility and we have
a great deal of difficulty projecting accurately just how many petitions
are going to come in,

Senator Lona. It is my understanding that most of these so-called
Commission-initiated studies originate from outside the Commission.
Would you mind explaining how that works? -

Mr. Mincnew, Of course, we have suggestions and ideas from out-
side the Comnission.

Senator Long. Give me an example. Pick one that comes to mind.

Mr. Mincuew. Let me tell you about a meeting that took place in the
" Commission a few days ago. A group of steel producers, largely from

the west coast, came in and saif to the Commission, “We are seeing a
great deal of Japanese penetration of the steel in(iustry on the west
coast. We do not want to go to the Commerce Department and ask them
to investigate it, because the Comiierce Department is part of the
administration and the Commerce Department might be dominated
by the State Department, who does not want to do anything to upset
Japan at the moment.

ut we feel that the U.S. International Trade Commission, as an
independent body, should institute a section 332 investigation and
maybe take 12, 18 months and do an in-depth study of the Japanese
import penetration on the west coast and the degree, if any, of
Japanese domination of west coast steel distributing facilities.”

Perhaps that is a very valuable type of study and perhaps we are
the best Government agency to undertake such a study.

We, the Commission, ultimately will make a decision on whether that
is a yl)roper allocation of the public resource that we administer, We
also have our staff at work at all times now trying to anticipate what
problems are igoing to be important trade problems in the future.

For example, we presently, on our own motion, have instituted an
analysis of the multifiber arrangement. We, on our own motion, have
instituted a study on the tariff and nontariff barriers to world trade in
automobiles,

Senator Risrcorr. When you initiate on yeur own motion, why did
you initiate a study on multifiber arrangement ¢

Mr, Mincriew, Qur staff came to the Commission and said. we are
getting a lot of inquiries. It is a matter that is now in negotiation in
Geneva. It is a very sensitive subject and the staff felt that it would be
appropriate to recommend to the Commission that we institute a study
on the effectiveness of the multifiber arrangement in its first years of
operation,

The Commission ultimately decided to institute.

Senator Rinicorr. Iet me ask you something that comes to mind.

I followed the President’s proposals last mght. As I said to the
chairman, it becomes very obvious to me, in studying it very care-
fully, that the key role in the President’s energy program is going to
be handled right here in the Finance Committee, not the Energy Com-
mittee, because it is all tax related.

I understand the tax on the gas guzzlers. I am at a loss to under-
stand why money should be given to people for buying a car that is
going to give them 36 or 37 miles per gallon of gas.
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It is also very obvious to me that that will have a very big bene-
fit for foreign cars which are way ahead of Ainerican cars on mile-
age. If someone wants to buy it for mileage, I can understand that,
but why we should give somebody $200 to buy a car that is going to
give them economy, I'am sort of puzzled by that. ' )

Are you set up in your Commission to give the Finance Commit-
tee or the American people information or studies on what the impact
would be on domestic and foreign car sales by a rebate back to an
individual who buys the car based on increased mileage?

Do you have a capacity to do that?

Mr, Mincuew. Yes, sir, I think we do have the capacity and we
still have some of the best commodity experts in the Federal Gov-
ernment.

Senator Risrcorr. If you have the capacity—I do not know how the
chairman feels—we are going to have to wrestle with that problem in
the Finance Committee when it comes up here, and I wonder, Mr.
Chairman, Jooking ahead, whether the International Trade Commis-
‘sion should sort of look into that impact, because it is going to be our
responsibility here to do that.

I do not know how Senator Talmadge feels.

Senator Taraanee. I concur fully.

Senator Risrcorr. If you wouldystart that, because that is a very
important factor that we are going to have to face here.

Mr, Mincnew. May I suggest that maybe we conld get together with
some of your staff and get together a proposal, and then come back
to you with a suggestion and see whether the scope of it would meet
with youra i)prova ,and take it from there. :

Senator Risicorr. That is a very good suggestion, There is staff
right here that would welcome that.

Senator Taraavee. Unfortunately, I did not have an opportunity
to be here to hear Mr. Minchew’s testimony in chief. I l;mve been
})residing on the Agriculture Committee for weeks on end. We have
1?d \l')(‘)]l;uninous hearings and we are trying to mark up a very com-

ex bill,

P I do want to say a word about the Chairman of the International
Trade Commission, He was my assistant for a good many years, He
handled his duties in an exemplary manner. He was very frugal with
money. There was not a year he was my administrative assistant that
we spent our full allotment. We returned money to the Treasury at
the end of the year,

He is a man of enormous ability and enormous potential and T
concur that we ought to have a seven-man commission because in a
six-man commission, there is much opportunity for deadlock, We
have to have a group that can make a majority decision.

I also feel that the Chairman of the (?c')mmission should be ap-
pointed by the President of the United States. If you have a chairman
clected by the Commission members, I can see the opportunity for
political jockeying that could arise from time to time,

There would always be someone who would want to unhorse the
Chairman, take over his duties and responsibilities. I think we ought
to keep the Commission as free from political influence and domina-
tion as possible and subject to the direction of Congress, as it now is.

Senator Rinrcorr. I agree with some of the rccommendations of -
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Senator Talmadge. My mind is open about how the Chairman is
chosen. I am just wondering if it is chosen by the President, whether
the President would not be 1n a position to dominate that Commission.
That is the only question. :

I think the Commission ought to be seven. We have had too many
3-to-3 decisions, which gives you an impasse. It should be a seven-man
Commission. o

Do you have any thought about whether the Chairman should be
chosen by the membership or designated by the President? Do you
have any thinking on that?{ }

Mpr. Mincnew. I think that, fundamentally and most importantly,
the Chairman should not be beholden to the White House. I would
fear a circumstance where the White House or the State Department,
working through the White House, could dominate the USITC. That
must be avoided at all costs, o

I do feel that perhaps there will be ways of assuring that the White
House does not dominate a presidentially-appointed chairman. The
Iouse bill, for example, I think tries to meet that question by making
the chairman a 3-year term, allowing for one reappointment, but only
one reappointment.

Perhaps another way would be to make the a})pointment of the
Chairman subject to congressional concurrence, I personally think
there are some difficulties in eclecting a chairman from ainong the
commissioners, especially as we are presently constituted with an even
nuniber of commissioners. That would be lessened somewhat if there
were seven cominissioners, '

Senator Loxe, If you had seven commissioners and then eclected
the chairman, it seems as though all you have to do is have a runoff.
Tho only way you could fail to work it out is if everybody got one
vote. Seven people, they all got one vote. If you cannot find anybody
who can vote for another guy, you are in for a runoff. o

I think that would resolve itself. Why not ¢ _

Mr. Mincuew. I do not know what length of term there wonld be.
I do not know what might be done to unseat a chairman. Things
like that, I think, have to be dealt with very carefully. :

The biggest problem that Iwould see with electing a chairman would
be that you would almost institntionalize differences within the Com-
mission. We have had our differences in the past. Qur differences
really have been minor, compared to the amount of cooperation that
has existed among the commissioners, but if you start periodically
clecting one of the six or seven as a chairman, do you run the danger
of institutionalizing differences, of injecting a political element into
what is basically an adjudicatory agency or an independent agency ?

Would Commissioners—and I am sure none of the present commis-
sioners, but future commissioners—feel compelled to vote in this par-
ticular way so as to hold onto their chairmanship or to gain support
for a campaign for the chairmanship ¢

I myself have at times, I am certain, irritated some of my colleagues,
or maybe put them in difficult circumstances because I have not spent,
any money to redecorate my office since I have been there. We were
given a little allocation money to redecorate; I just have not spent
that, and I know at least one Commissioner who has been very uncom-
fortable because Minchew did not spend money.
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b Senator Risicorr. This is something you learned from your former
0S8.

Mr., Mincrew. If a future Commissioner wanted to curry favor
among colleagues, would he or she be compelled to go along, so to
speak, on things like that, which really are not substantive, but are
matters within the Commission %

I can assure you, Mr. Chairman, no matter what the Congress ulti-
mately decides, we at the Commission will accept it and try to do our
job as best we can under the guidance of Congress.

Senator Risicorr. I have one final question.

Do you have any suggestions as to what Congress can do to make
your Commission more effective and more efficient? Are there any
changes that should be made in the law ¢

Mr. Minciew. I think that perhaps there needs to be at some time—
I do not know whether the authorization bill is the best vehicle. There
probably needs to be some analysis of how the 337 Unfair Practices
statute has worked since the passage of the Trade Act of 1974. Partic-
ularly in our television case we have received a great deal of pressure
from the Justice Department, the Special Trade Representative, the
Treasury Department, and the Federal Trade Commission, contending
that we in the USITC should not proceed with that particular
investigation.

There is some gray area in the statute. Sometime you might want to
reaffirm just what is the proper role for the USITC in the area of un-
fair trade practices.

Historically we have looked only at things like patent violations. We
are now looking at things like price maintenance and other unfair
trade practices that go far beyond just patent violations.

"This has caused some concern in the Antitrust Division at Justice
and it has caused some concern at the Federal Trade Commission.

Senator Rsrcorr. I have no further questions.

Senator Talmadge? .

Senator Tarmance. There is only one further thing, Senator Ribi-
coff made a point. I think, that has concerned this committee for a num-
ber of years. We know at times the President has dominated the Inter-
national Trade Commission.

Do you think a 3-year Presidential appointment subject to sena-
torial confirmation and subsequent reconfirmation in the Senate would
insure the International Trade Commission from political domination
by the White House?

Mr. Mincurw. Yes, sir, I think it would. Are you speaking of in-
dividual Commissioners?

Senator Tar.mance. Yes,

Mr, Minciew. Yes, sir, I think it would.

Senator Taryanak. T have no further questions.

Mr. Mincnew. T might ask Vice Chairman Parker and Commis-
sioner Bedell whether they have any comments. They might disagree
with some of my answers, or they might be able to amplify on some of
my answers, . )

‘Senator Ripicorr, Either of you are welcome, if there is anything
that yon would like to add. )

Mr. Pargrer. Mr. Chairman, T would like to support the Chairman’s
statement in its entirety. I would also like to re-emphasize what I be-
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lieve is the urgent nced for the restoration of the proposed cut by the
House. The so-called self-initiated studies have not resulted, and will
not result, in the addition of manpower or addition of new manpower.
These studies that we are carrying out are really a restructuring or a
reordering of the work of the Commission.

_ The Commission felt that in part at least, by ordering those studics
into directed avenues we would get more productive work, and, we
would further our aim in trying to put the Commission in a position
where it could give more economic foresight rather than reacting to
past events. In this way we could better anticipate the type of problems
that would come before the Congress about which you might seek in-
formation from us.

We would be in a position to respond much more quickly.

I think all the Commissioners entirely would like to see this cut re-
stored, because, as the Chairman indicated, we do have a lean budget.
I think the history of the Commission is one of fiscal responsibility:.

Senator Loxa, Could T ask about this? IHere is something that says.
the Commission should spend no more than $18,000 for noninvesti-
gative travel. Could you tell me what that means? What is noninvesti-
gative travel ¥

Mr, Mincunew. Noninvestigative travel would be speeches, partici-
pation in a symposium or forum or things like that, sir.

For example, the week before this, I made a speech to the World
Trade Club of New York. I am sorry, of Chicago, and that trip was a
noninvestigative travel,

Senator Loxa. Do all of yon Commissioners support that limitation?

Tt seems to me if you are invited to come before some prestigious
business group and explain what the Commission does, what its ac-
tivities are, and what some of the problems are that you are looking
into, if someone can find the time to go make a speech. frankly, I think
that might ease the burden on some of us who might be asked, if they
do not ask you. L.

All of us are hard-pressed for time, I do not see any point in that.
What is the point here?

It may be that some House member wants to be invited to speak. And
what about the House limitation on the Commissioners staff to four,
except the Chairman’s staff which would be limited to six—-what is
that all about? .

Mr. Mixcuew. I think in the case of travel, the Commission has
been extremely frugal in traveling itself. I personally would like to
sce Commissioners speaking at more places when we are invited.

With respect to Commission staff, we have presently four staff assist-
ants in each Commissioner's office, one at a level not to exceed GS-15,
one at a level not to exceed GS~14, one at a level not to exceed GS-11
and one at a level not to exceed GS~T. .

That is for the responsibilities that the Commission has a very small
staff. T do not seé any time that we would need to increase the staff, but
I personally do not like the idea of the Congress telling an independ-
ent agency, Commission you can do this much. but not that much.

Woe are adults, and we areresponsible people, and T think if we can-
not manage our own travel allocations, if we cannot manage our own
staff resource allocation, we really should never have been Commis-
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sioners in the first place. These are things that any adult, I think, can
manage well. I think we at the Commission have managed them very
well, . : '

Senator Lonag. T would like to ask Mrs, Bedell to give us her
thoughts about the matter on which we have received testimony.
If you have some things that yon would like to add, Mrs. Bedell. now
is vour chance. You have served with distinction as Chairman of this
Commission : what suggestions would you have for us in this matter

Mrs. Beperr. Senator Long. T shall try to be brief, T certainly fully
support the statement of the Chairman and the Vice Chairman as their
thouohts have been expressed to you today. I would like to emphasize
one thing, - _

-It was very interesting when Senator Ribicoff expressed a deep
interest in a certain type of study concerning the impact of the Pres-
ident’s preposed energy program on the automobile situation. All T
can say to vou is simply this. The International Trade Commission has
the capability of preparing this information for the Congress. the
Executive, and the publie, if youn will let us have the money. You
either trust us, or you do not trust us in how we spend the funds.

Tf we have made one mistake at all, T think it was the one that was
referred to—we need to stav closer to the House Ways and Means
((lfo.mmittge and the Senate Committee on Finance in what we are

oing, - -

Y(?ll are busy, and I think we have tried to come to both committees
on occasion when vou are a little too busv and have not taken much
interest. I'know that Senator Long and Senator Talmadge and Sen-
ator Ribicoff will remember when Mr. Parker and T arrived there as
chairman and vice chairman, you gave us a great deal of advice on how
much wag needed to strengthen and build the Commission, which had
suffered a slump for some years between trade negotiations, and we
got started then, T think we are having greater momentum now in solv-
ing on:lr difficulties there including our differences of opinion, and that
isgood, -

You do_not want six Commissioners that agree on everything,
whether it is a substantive or management decision,

Beyond that, I, a3 a matter of fact, was worried that even the budget
we asked for originally was enough to anticipate what we might be
asked to do, especially since our multilateral trade negotiations are
going on. - -

I would just point out again on the funds, we will turn back the
money we do not use, and we have done that consistently. I have noth-
ing more to say.

Thank you.
Senator Lona, It just seems to me in some respects the Commission

is taking a bum rap for doing what Congress required the Commission
to do. We wanted the Commission to do certain factfinding, We
wanted them to make recommendations that would give the President
and the Congress the opportunity to take action if they wanted to do
that. When the Commission makes & recommendation which the Pres-
ident rejects, the Congress is in a position, if it wants to act, to adopt
that recommendation, To hold the Commission up to approbrium be-
cause it does what the law requires it to do is unfair.
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It may be with regard to shoes, televisions, sugar, or whatever it
may be, that all things considered we ought to let things go on as they
are going and not do anything. Maybe we should be content with the
-rising tide of imports and not give any help, any relief. One who has
no stake in those industries would probably take that attitude. )

On the other hand, the Commission is required to make certain
findings and recommendations which put the Congress in a position
to act if it wants to act.

T really think it is somewhat unfair for those who may not under-
stand this to take the Commission to task because it is simply finding
what the Congress required it to find. that there is injury or may be
injury caused by imports, To take the Commission to task for doing
what the law requires them to do is somewhat unfair.

I can understand how people want to have their way about any
public issue, but I do think it 13 somewhat unfair to criticize the Com-
mission for carrying out the law.

Mrs. Bepenn, Senator Long, may T say in fairness, members of the
ITouse Ways and Means Committee, when the Chairman and the rest
of us were there, have expressed their very great support of the
International Trade Commission and its work. I believe the record
will show that.

When they have finished the final markup of their anthorization,
which I understand is taking place right now, it may be that you will
want from your committee some sort of communication on what they
are attempting to do, since they have at least openly said that they
support our work and do not want to hurt us.

SNenator Loxa. Thank you.

Unless there is further statements that someone would like to make
today, that will conclude today’s hearing. -

Senator Byro, Mr, Chairman?

Senator Loxa. Senator Byrd?

Senator Byrn. T have several questions T would like to put to M,
Minchew.

Senator Loxa. Go ahead.
Senator Byrn. What is your assessment in terms of difliculty of

enforcement in relationship to price fluctuations of the chief value
method of classification of 1mports?

Mr, Mincuew. We at the moment, Senator Byrd, have underway
a study, at the request of the Iresident. on the question of chief weight,
chief value, whctixm- we should shift from the present customs valua-
tion procedure of evaluating items on the basis of chief value to a
sI)r§t01|x of evaluating for customs purposes imports on the basis of
chief wage,

As you know, when the cotton prices reached very high levels, there
was then the opportunity for import entries to bring textile goods in
under the chief value cotton duty, much lower than the chief value
manmade fiber duty. -

We will hold the first of our hearings on this subject next week. We
will have hearings in Charlotte, N.C\., a major textile-producing area,
and we will hold hearings in New York City, a major textile-

importing center.
Senator Byro. In your answer, you answered my second question,
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Another question, under the Egesent system, customs inspectors
must determine the fiber content before they can determine the value

of the fibers, ]
Would it be easier and simpler to base duties on fiber content rather

than value?

Mr, Mixcnew., We have not yet done our investigation, I have not
seen the report of it, so I would like to make an answer that really
is just a personal answer based on commonsense and not on investi-
gative expertise.

It seems to me, when you evaluate on the basis of a value in a blended
product, and that value could fluctuate every day, that you have a
great deal of room for error. Weights do not vary every day. If you
have a pound of cotton today, it is a pound of cotton next week.

I think that would be a much simpler way to proceed—on common-
sense principles, not on the basis of an investigation,

As you recall, the Senate Finance Committee last year approved
anamendment that would shift from the chief value to the chief
weight, technique,

Senator Byro, The Talmadge amendment ?

My, Mixcunew, Yes, sir,

Senator Byrn. I take it you arve inclined to favor the Talmadge
amendment.?

Mr. Mixcuew, From what I known about it at this point, I am,
but T would like to reserve at this point—we have an investigation
going on. I would not like to prejudge what the final outcome might be.

I mnight be convinced in this investigation that the present system
is the very best possible system ever devised. There is going to have to
be a lot of work, frankly, to convince me that it would be better than
the chief weight, -

I want to keep my mind open,

Senator Byro, T think that is reasonable,

When will these hearings begin. did you say ¢

My Maxengw, They begin on Tuesday in North Carolina,

Senator Byrp, How many hearings will there be ¢

My, Mixcurw, We have four hearings. We have them in North
Carolina, in New York City, Los Angeles, California and in
Washington.

Thix 1s a very important subject and I know that the Commissioners
are committed to making our report in this particular 332 investi-
gation a report that will be a definitive work on this very complicated
and sensitive question, That is a part of the reason we are going out
of Washington and to <o many places, California, New York, the
textile-producing belt as well as here in Washington.,

Senator Byrn, I think that is a very good idea.

I thank all of you very much, The full committee will mark up the
TTC authorization on Thursday, April 28. The subcommittee is hereby
adjourncd.

['The prepared statement of Mr. Minchew follows:]

STATEMENT BY DANIEL MINCHEW, CHAIRMAN, U.S. INTERNATIONAL TRADE
COMMIBBION

Mr. Chairman and Members of the Committee: It i3 a pleasure for my fellow
Commissioners and me to meet with you today. With your permission, I would
like to introduce my fellow witnesses to you at this time.
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The budget of $12,187,000 requested by the U.S. International Trade Commis-
slon for fiscal year 1978 represents an increase of only $347,000 from the $11,840,-
000 in funds requested for flscal year 1977. As this increase is less than the net
automatie increase in costs of $373,000 we are asking, in real terms, for a reduc-
tion in operating funds. We will however have to request an increase of $77,000
to cover executive pay raises effective in March 1977, since this cost was not
known when the budget was submitted.

Despite our very lean—even reduced—Dbudget for fiscal year 1978, the Subcom-
mittee on Trade of the House Ways and Means Committee, in marking up the
Commission’s Authorization bill for fiscal year 1978, has recommended a reduc-
tion of $665,000, which would bring the budget total down to $11,522,000, We are
requesting that you restore the budget total to the $12,187,000 originally planned
for fiscal year 1978. Before explaining this request, I would like to review our
budget, briefly pointing out some improvements in our operating plans and other
recent achievements.

The Commission developed this year's budget request from two major bases:
(1) a new work plan by activity, developed in August of last year, which we are
using as our approved resource allocation document and (2) reorganization
plans developed at the same time and since completed without essential change
as we have proceeded with their implementation. We believe that we have now
put Into place a more effective organization which eliminates our dependence on
ad hoc staff assignments, brings responsibility and authority closer together and
better defines the functions for which our managers are to be held accountable.
We have established as a key element a Director of Operations responsible for
all substantive activities, supported closely by a full time investigative staff
which will carry out all public investigations, with technical and research as-
sistance from other units. This replaces the old approach of forming ad hoc
groups for each investigation. We have introduced badly needed intermediate
levels of supervision. We have also added small support staffs to cover important
areas of Policy/Planning, Congressional Liaison, Consumer Affairs and Man-
agement Services,

The net result of the reorganization has been to reduce the number of positions
while raising the average grade of the staff. The plan will help keep costs down
in the near term and should continue to produce savings later as we grow more
skilled in the eficiencies of the new procedures. While costing us less, we believe
our new organization will enable us to accomplish more fully and expeditiously
the duties required hy statute and projects requested by the Congress and the
President. We also hope, by increasing our emphasis on systematic studies and
by publishing reports on regularly collected information, to better our profes-
sional staff's ability to keep abreast of technical and trade developments. More
than 20 such studies and research projects, selected and approved by the Com-
mission, are now underway in accordance with comprehensive research plans.
Detailed planning of non-Investigative research has become an established ac-
tivity within the Commission, replacing, rather than adding to the former un-
structured research, and i8 generating a major increase in both the quantity
and quality of the (L8, International Trade Commission’s published product. A
sizeable flow of finished work is about to emerge from this program, which will
be reviewed, updated and probably expanded in a few months.

We are currently making preliminary plans towards the use of zero-base
budgeting techniques, even though, as an agency outside of the purview of the
Office of Management and Budget, we may not legally be required to do sn. We
are working on a project-control system of management to support eventual zero-
base budgets and to increase the ability of managers at all levels to direct the
areas for which they are responsible. Algo, though we are informed that we are
not technically subject to the President’s policy limiting the hiring of staff to 75
percent of available vacancies, we intend to follow its spirit. Finally, we have
been operating under the provisions of the Sunshine Act since December and are,
in fact, the first Federal agency to issue final rules of procedure for the conduct
of meetings in the sunshine. We have found this early compliance with the law
to be a benefit rather than a lability, giving the public a better understanding
of the complex issues with which we deal and of the care that we give them,

Early in flscal year 1077, we found it necessary to ask for an $80,000 increase
in our fireal year 1977 travel limitation—a requeat incorporated in the first
House Supplemental Appropriation Act. We did not seek an increase in the
amount of our appropriation for fiscal year 1977, since we expected this higher
travel cost to be offset by savings in planned personnel costs. We have found it



22

necessary to make a similar shift between expense categories for flscal year 1978
since the budget request was submitted to the Congress: adding "$80,000 to
planned travel expenses, but reducing personnel and certain production costs by
a like amount. Special needs for travel have arisen in connection with certain
unfair import practice investigations, as well as some major investigations under
Sectlon 832 of the Tariff Act of 1930. Hearings held outside of Washington in
connection with several kinds of investigations have also increased the Commis-
sion's travel costs; these out-of-town hearings have been a source of much valu-
able information through testimony from individuals who could not have attend-
ed hearings held in Washington, D.C. We believe that removal of the travel
limitation in the Commissfon’s Appropriation language is needed, and we have
asked the House Appropriations Subcommittee and will ask the Senate Appro-
priations Subcominittee to make this change in order to allow us reasonable
flexibility in operations, If the Committee does not remove the limitation, we
ask that it be raised by $80,000 from the $242,000 we originally requested, in
order to allow for the increased travel requirements being experienced in recent
months and expected in the future,

Having briefly reviewed our program and our budget proposal, I would like
now to explain our request that you restore the funds cut by the House Trade
Subcommittee proposal,

We have, by considerable effort, cut back our own operating costs and stream-
lined our procedures to such an extent that the bulk of the cut recommended by
the House could only be accomplished by a further reduction in the size of the
Comimission's staff, with a corresponding reduction in the Commission's effective-
ness. We would like to remind the Subcommittee that the U.S. International
Trade Commission has voluntarily cut back its authorized staff through its
recent reorganization. We have not yet completed our analysis of all of the
implications of the newly proposed reduction, but it appears that staff size,
already reduced from a planned 426 to 393 by the reorganization, would need
to be dropped again to about 370—over 13 percent below the level authorized for
fiscal year 1976, A staff cuthack of this scale, In the face of continuing high and
urg’ent demands for the Commission’s services, would save pennies but waste
dollara,

Members of the House Subcommittee suggested that most of the proposed cut
should be absorbed by scrapping, in large part, the Cominission’s plan to increase
the staff resources devoted to investigations initiated by the Commission on its
own motion under section 332 of the Trade Act of 1030. These investigations,
and other special studies which I have discussed earller in this statement, do
not, as the House apparently believed, represent totally new work which could
be cut back without marring the Commission’s overall effectiveness. Nothing
could be farther from the true situation. These projects simply represent a better
organized, efficient allocation of existing resources which were, before, devoted
to n less productive, less effective program of research.

If we are compelled to reduce the resources devoted to research by the amount
proposed by the House Subcommittee, we will be cutting into the bone of our
staft expertise, as well as preventing the development of information which
would assist the nation's trade policymakers, While short-term operations might
continue with little obvious effect, the effects of the cutback would soon show
up clearly in a reduction in our ability to provide the Congress, the Executive,
and the public with up to date research and advice in many limportant areas of
international trade.

Lesker elements of the cut recommended by the Ways and Means Trade Sub-
committee include $40,000 reflecting expected savings in printing and. related
costs regulting from recent Commission printing policy changes, and $22,000 in
travel, much of which would be accomplished by restricting the travel of indi-
vidual Commissioners, We informed the Trade Subcommittee of the savings
from the new printing poliey and told them that this saving was needed by the
Commission to meet the expected increase in travel costs from $242,000 to
£322,000. The committee cut of $40.000 thus amonnts to using the same savings
twice, once to finance higher travel costs and once to reduce the total budget.
This is an obvious impossibility. -

Although I personally have no problems with the proposed restriction of Com-
missioners’ travel, as Chairman of the Commission, I recommend that the re-
striction not be applied. I belleve that Commissioners have used their travel
allowances wisely to the benefit of the Commission and the general public. To
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restrict Individual Commisslioners to firmly fixed travel allowances could elim-
inate operating flexibility and consequently reduce our effectiveness. The Com-
mission asks that thig restriction, like the Appropriation language limiting total
travel, be removed. .

We therefore ask that you approve the full $12,187,000 requested by the Com-
mission for its fiscal year 1978 operatious so that, having put our problems be-
hind us, w can meet our responsibilities not just adequately, but in keeping with

the high standards expected of us.

[Thereupon, at 11:10 a.m., the subcommittee adjourned.]
[By direction of the chairman the following communications were

made a part of the record :]
THE INTERNATIONAL Trape CoMMIssION SHoULD Do A BETTER JoB
IN ANALYZING THE IMPACT OF IMPORTS

By Davip J. STEINBERG?

T'he International Trade Commission’s analyses of alleged serious injury to
an industry from import competition reveal neglect of an area of inquiry which
would not only be helpful to the President and the Congress but is in fact re-
quired of the Commission by the Trade Act of 1974,

Under Section 201(b)5, the Commssion, “for the purpose of assisting the
President in making his determinations” in import-relief cases where it has found
serious injury to have occurred or to threaten, is required to “investigate and
report on efforts made by firms and workers in the industry to compete more
effectively with imports.” In its commentary on this requirement, the Senate
Finance Committee's report on the “Trade Reform Act of 1974" (page 122)
states: “The escape clause is not intended to protect industries which fail to help
themselves become more competitive through reasonable research and investment
efforts, steps to improve productivity and other measures that competitive in-
dustries must continually undertake.” )

Commission investigation and evaluation in this regard are not only required
by law as essential to the President’s fulfilinent of his responsibilities under
this legislation; they implicitly call for Commission inquiry (and Presidential
Judgment in the escape-clause cases that reach him) on the extent to which
government domestle policy (statutes, regulations, etc.) may be unfairly fm-
peding industry efforts to adjust successfully to foreign competition, To the ex-
tent that such impediments exist, they should be corrected. Such reforms belong
in a coherent policy of constructive government assistance to an ailing industry,
regardless of what government action may be taken concerning the imports in
question. An industry-wide adjustment strategy-—over and above adjustment
assistance (as now defined) to particular firms and workers, and with or with-
out trade restriction—is one of the options the President may choose (it is, In
my view, a course of action he should choose) in addressing the problems and
needs of an Industry that has been seriously impacted by imports. The Trade
Act does not explicitly provide for it, but nor does the Act prevent fit.

It is essentlal that the President be fully apprised of all aspects of the industry
problem on which he is required to make a decision. Full compliance with Sec-
tion 201(b)5 of the Trade Act should consequently be a significant part of the
Commission’s report to the President and of the Commission's statutory obliga-
tion to assist him in his responsibilities under Sections 202 and 208 of the Act.

Escape-clause cases provide a vehicle (albeit not the only one or the best) for
diagnosing the real problems and needs of industries whose weaknesses have
been exposed by the serious difficulties which foreign competition may pose.
It should be used effectively to foster sound solutions to the serious problems
of these sectors of our economy, and in ways that advance the total public
interest. It has rarely if ever been so used. Because of these and other deflciencies
in our policy apparatus, the government reacts to symptoms without acting on
the illness In all its aspects. Where serlous injury to an industry has been
affirmed, the policy options are not limited to import restriction (which {3 in.

1The witness, presenting his personal views, s president of the U.S. Cot;ncll for an
Open World Economy. The Councli is a nonprofit, private organization engaged in research
aud public education on the merits and problems of achieving a more open world economy.
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dustry-wide) and/or adjustment assistance (which, as now defined in govern-
ment policy and practice, relates to individual firms, workers and communities).
Full compliance with Section 201(b)5 would help both the Commission and the
President determine the extent to which industry-wide remedies (of which im-
port restriction is only one and the least desirable) are justified.

STATEMENT OF THE LINER COUNCIL, AMERICAN INSTITUTE OF MERCHANT SHIPPING

The American Institute of Merchant Shipping (AIMS) is the national trade
association of the U.S.-flag steamship industry. This statement is presented on
behalf of the cargoliner members of AIMS who collectively own and operate
over 200 vessels in our nation's foreign trades,

These companies are all members of steumship conferences, entities which
have been established under the Shipping Act of 1916 and the Regulations issued
pursuant thereto by the Federal Maritime Comuission,

This statement has the particular endorsement of the Far East Conference,
the member carriers of which transport cargoes between our Atlantic and Gulf
ports to Japan, Korea, Hong Kong, Taiwan, the Philippines and other points in
the Far East, and also the Paciflc Westbound Conference, whose members serve
similar destinations from our Pncific ports,

ATIMS urges the Committee to consider carefully whether it should authorize the
further expenditure of public funds for two projects mandated by Section G0S
of the Trade Act of 1074. We refer to the recodification of United States export
statistics to secure comparability of export, import, and domestic production
data, in line with Section 60%(b), and furtherance of harmonization of United
States statistical systems with the systems used by other nations for similar
purposes, according to Section 608(c). We have no quarrel with the objectives
of the statutory provisions. We do, however, firmly believe, for the reasons de-
tailed below, that the manner in which the comparability project has proceeded
precludes the attainment of international harmonization and, if implemented,
would render worthless the now immenselv valuable historical export data ac-
cumulated under the coding system of Export Schedule B—a system which is
capable of international harmonization.

The countries with which the United States trade vary from those which are
barely at the threshhold of industrialization to those which are well in the fore-
front of twentieth century technological advances. Most of the merchants who
ship their products on our ships face a very high degree of competition from the
industralized nations of Kurope and Asla, or from nations endowed with ngri-
cultural and mineral resources in other parts of the world.

The fortunes of United States manufacturers, importers and exporters deter-
mine the fortunes of ocean carrfers. If merchants can sell a particular item in
the overseas markets, there is cargo for the carriers to move, If they cannot, there
is no cargo for the carriers, and hence no revenue,

Accordingly, it Is quite important that Conferences and carriers be able to re-
late the items in thelr tariffs to statistical compilations which show the trend
of exports and imports of the United States and, on many occasions, to statistics
evidencing the manufacturing and exporting capabilities of competing producing
countries.

The commodities in tariffs of ocean carriers and Conferences have traditionally
heen arranged alphabeticully by description. The descriptions were basically
those furnished by merchants requesting the inclusion of items in the tariff,

More recently, there hus been an increasing recognition of the desirability of
correlnting tariff items with governmental statistical compilations, thus allow-
ing carriers to better adapt thelr rates and services to actual market conditions
and needs. For example, the Far East and Paclfic Westhound Conferences, after
meeting with officials of the Department of Transportation, Bureau of the Census,
and Federal Maritime Commission, were convinced they were taking a positive
step in facilitating international trade and simplify ing procedures by converting
their tariffs to the U.S. official classification and coding system for exports,
namely the Schedule B system published by the Bureau of the Census, Actual
fmplementation of this decision took over two years, involved considerable time
and extraordinary expense, including the services of an outslde consultant, and
resulted in the complete restructuing of the previous tariffs. The revised tariffs
of these two Conferences became effective in early 1975, and bave already
achieved many of the benefits for which they were designed.
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No sooner was this work completed than the International Trade Commission
and the Bureau of the Census, in seeking-comparability of export, import and
production data under Section 608(bh), decided, without consultation with major
users of Schedule B, to adopt the Tariff Schedules of the United States (TSUS)
as the framework for a new export schedule. This radical change in the system
of classification used by the government for compiling statistics of United States
exports will effectively destroy the usefulness of current systems and data ac-
cumulated thereunder over many years.

We understand the Commission {s currently proceeding with work on a revised
United States export statistical system based on the TSUS, and the Commission
then will attempt to rationalize the system thus created with the existing inter-
national classification system, the Standard International Trade Classification
(SITC).

We believe this second step will not prove feasible, The system for grouping
{tems In the TSUS may be well suited for administration of the tariff laws of the
United States. However, most international trade statistics have, since World
War 11, been collected according to an entirely different classification and coding
system, the SITC of the United Nations. We do not belleve that the two systems
can be reconciled or that a concordance of reasonable dimensions could be
compiled.

['nless the United States representatives participating in the Harmonized Sys-
tems Committee in accordance with Section 608(c) (2) of the Trade Act of 1074
can persuade the other participants to abandon the underlying structure of exist.
{ng basic international classifications for the harmonized ssytem. and to align it
to the TSUS, the United States would either have to proceed with an incompati-
ble aystem of its own or scuttle its TSUS-oriented comparabllity project and move
toward an SITC-orlented system—which Schedule B already is, We think it
most unlikely that these other participants, representing virtually every major
trading nation in the world, can be 8o persuaded.

Any of these developments would basically reduce the value of any data uc-
cumulated before step one, and also hetween the accomplishment of step one and
the accomplighmen* of ste{: two.

Every time there is a change in classification involving a regrouping of items,
the continuity of statistics {8 broken, and the possibility of tracing statlstics on
a particular iten: for any substantial period is ellminated. The intended proce-
dure would first end the value of the statistics previously gathered under
Schedule B, and then would terminate the value of statistics on exports compiled
during the interim period—except in the unlikely event that the United States
can persuade the rest of the world to orlent itself to the TSUS, Thus, all of
us who are concerned with promotion of the United Stutes exports will, for a
number of years, be deprived of a basic tool.

From the point of view of harmonizing a transportation tariff with classifica-
tions for statistical purposes, the structure of the SITC sy stem is infinitely pref-
erable to the structure of the TSUS. In the former, in each major category the
classification proceeds from the general and inclugive description to more specitic
deseriptions. That i8 not generally true of the TSUS, Experience in adapting
Schedule B to ocenn tariffs demonstrated that one could make do with generle
descriptors or proceed down the scale to more and more specific descriptors,
depending on the nature of the cargoes tendered for transportation in the trade.
The TSUS just does not have the snme utility for constructing ocean tariffs and
analysis of freight marketing problems.

In conclusion, we assure the Committee that ocean carrlers and Conferences
support efforts by the government to simplify and improve our international trad-
ing and transportation procedures and systems. We need to have statistical
systems that are comparable to those utilized by our major trading partners,
and which will promote and enhance the competitive positions of our manufac-
turers, exporers, importers and carriers alike. For the reasons we have noted,
the system heing developed by the ITC, in implementation of Section 608(b),
using the TSUS as a basis, wiil simply not he adequate, and indeed would be a
substantial detriment to our international trading position,

We would appreciate your inserting this statement in the record of your
hearings on the authorization for the International Trade Commission,
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