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USTR AND ITC BUDGET AUTHORIZATION FOR
FISCAL YEARS 1993 AND 1994

MONDAY, APRIL 6, 1992

U.S. SENATE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,
COMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to notice, at 10:04 a.m,, in
Room SD-2156, Dirksen Senate Office Building, Hon. Max Baucus,
(chairman of the subcommittee) presiding.

Also present: Senators Riegle and Chafee.

[The press release announcing the hearing follows:]

(Press Release No. H~14, Maroy 30, 10892}

Trape SubcoMMITTEE TO HoLD HEARING ON USTR, ITC AUTHORIZATIONS AGENCIES
ON FroNT LINE IN TrRADE EFrorTs, BAUCUs SAays

WasHINGTON, DC—Senator Max Baucus, Chairman of the Finance Subcommittee
on International Trade, Monday announced a hearing on budget authorizations for
the U.S. Trade Representative and the International Trade Commission. The hear-
i(x)m&will be at 10 a.m., Monday, April 6, 1992 in Room SD-216 of the Dirksen Senate

ce Building.
“The Office of the U.S, Trade Representative and the International Trade Com-

mission are at the front line of our efforts to open foreign markets and strengthen
American trade policy. Through the 1988 Trade Act and the broad range of ongoing
trade negotiations, demands on these agencies are greater than ever before,” Baucus

(D., Mont.) said.
“We must see to it that they have the resources neceseary to fulfill these critical

responsibilities.”

OPENING STATEMENT OF HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA, CHAIRMAN OF THE SUBCOMMITTEE

Senator BAaucus. The hearing will come to order. We are here
today for what some might consider a fairly dry matter: the consid-
eration of the budget requests of two U.S?.' agencies. In this case,
the Office of the U.S. Trade Representative and the International

Trade Commission.
But I believe this hearing is a part of a much broader debate, a

debate over the priorities of our Nation in a new era. This country,
{nore than once in history, has fallen into the trap of fighting the
ast war.

Every American can take pride in the fact that the United States
faced down Communism and won. But nations do not remain great
nations if they rest on their laurels. Today there is a new field of
competition.

() )
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In the Post-Cold War Era, national greatness will be defined, in
large part, by economic prowess—a competition more subtle than
military struggle.

The United States has been extremely effective in defeating mili-
tary enemies. But in the modern era, America’s stiffest competition
comes from our allies, Japan and the European Community.

We must learn to be just as effective in building an economy as
we have been in building a military. We must have the same sense
of drive and national purpose. We should not cast Japan and the
European Communit{; as our new enemies, but nor can we be naive
about the challenge that these countries pose.

The USTR and the ITC are on the new front lines. I firmly be-
lieve that for our Nation to compete in a tough international envi-
ronment, your agencies must be models for effective government.

We are not always of one mind, but I am generally very pleased
with the operation of USTR and the ITC. I have worked very close-
ly with both Ambassador Hills and Mr. Newquist in defining what
our Nation must do to compete.

Both USTR and the ITC have on their staff some of the highest
caliber and most committed individuals in government. Congress
must demonstrate an equal commitment to your agencies. In part,
that means funding.

We are here todtéy to examine the 1993-1994 budget request of
the USTR and ITC. The combined 1993 budget requests of the
USTR and the ITC total apl)ro:dmately $67 million. A single B-2
bomber costs $800 million. I can tell you which one I think does
more for American national security.

I will be interested to hear how our witnesses view the role of
their agencies in promoting a more competitive America. I know
the USTR and the ITC are examining their operations with a view
towards continual improvement. We cannot be bound by old as-
sumptions and standard operating procedures,

I am encouraged by some of the initiative I see. I am encouraged,
for example, that the USTR is creating a new position for an envi-
ronmental advisor. In the past few years, we have become increas-
ingly aware of the intersection of trade issues and environmental
isgsues. With the NAFTA, for example, a successful agreement de-
pends, in part, on our abiiity to address environmental concerns.

I am also convinced of the potential of the ITC. A new report by
the Council on Competitiveness suggests a central role for the ITC
in promoting American competitiveness. I introduced legislation
last week that would utilize the ITC to evaluate the competitive-
ness of the U.S. auto industry.

I am not sure that we have always used the ITC effectively. A
new report by the GAO points to some of the problems presented
by the unique organizational arrangements in the ITC. But I have
worked with Mr. Newquist and his staff and I believe he shares my
belief that the IT'C has an important role to play.

There is one element of USTR’s budget that I want to discuss in
some detail. Part of the budget covers U.S. expenses in connection
with the binational panels established under the United States-
Canada Free Trade Agreement.

I have become increasingly concerned about the process through
which the U.S. selects its FTA panelists. Having spoken with many
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participants in the panel process, I believe that Canada selects
panelists who will tend toward the Canadian perspective in panel
proceedings. The United States, on the other hand, appears to be
?electing panelists with a bias against enforcement of U.S. trade
aws.

In one example, in February of this year, a U.S. panelist involved
in a recent pork decision reportedly had the following to say at an
ABA Conference: “I come at my job as a binational panelist with
a free trade orientation. I view the purpose of the U.S.-Canada
FTA as eliminating trade barriers, including anti-dumping and
countervailing duties.”

This is an extremely disturbing statement. The FTA expressly al-
lows both the United States and Canada to continue to apply their
anti-dumping and countervailing duty laws. U.S. laws were de-
signed by Congress to address unfair foreign practices.

The only function of the panels is to ensure that the law is ap-
plied fairly. They have no mandate to re-write U.S. laws or prac-
tices; they certainly have no mandate to eliminate anti-dum;syin
and countervailing duties. I believe that, at the very least, UST
should be certain that panelists will not promote private agendas
to undermine U.S. trade laws.

I also note with considerable concern the heavy tint of foreign in-
fluence on our current list of perspective panelists. The list is a vir-
tual “Who’s Who"” of firms that are active in representing foreign
clients in anti-dumping and countervailing duty matters.

A recent advisory decision by the Justice Department forbid cur-
rently registered foreign agents from sitting on U.S. trade advisory
panels. At a bare minimum, this should be a requirement for U.S.
panelists on bi-national panels.

How can we ever achieve objectivity and fairness in the bi-na-
tional panels if Canada selects judges biased toward the Canadian
perspective, while we select judges who make a living arguing
against the enforcement of U.S). trade laws?

Whether it is the Presidential campaign, the pundits’ OP-EDs, or
Congressional floor statements, the rhetoric of change and chal-
lenge has become almost trite. For our Nation to remain a great

ower, we have to do a lot more than just talk. It is time to get
own to business.

The USTR and the ITC have a critical role to play in leading
America into a new era of global economic competition. For Amer-
ica to be great, your agencies must operate with vision and with
purpose. In turn, we in Congress must ensure that you are ade-
quately equipped for the task. I look forward today to hearing your

plans to accomplish that result.
I now turn to Senator Chafee from Rhode Island.

OPENING STATEMENT OF HON. JOHN H. CHAFEE, A U.S.
SENATOR FROM RHODE ISLAND

Senator CHAFEE. Thank you very much, Mr. Chairman. I do not
have a statement. I would just point out, as you did, that USTR
is requesting authority to fund anew a position in the agency for
an individual with expertise in environmental affairs. As a member
of both the Environment & Finance Committees, I am very inter-
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ested in this request and am supportive of it, I think it is the right
thing to do.

I also would like to emphasize, again, that we get a lot for our
money with these two organizations. The USTR is requesting $21.7
million for 1993. That is a figure so small—in relative terms—that
we do not even take it up in most of the other committees.

Looking at the ITC, their total budget request for fiscal year
1993 is about double that of the USTR: $46.2 million. Compared to
other afencies’ and departments’ budgets, these numbers are re-
markably small—particularly given the heavy responsibilities of
each agency. So, I think this is money well-invested, and commend
those involved.

I am also pleased to see that in the USTR request there is a re-
duction which we do not see very often around here. It is not a re-
duction in the overall agency request—we could not realistically ex-
pect that—but a reduction in one item: The account for printing
and reproduction, and for equipment rentals and purchases. So,
that is nice to see. Thank you, Mr. Chairman.

Senator Baucus. Thank you, Senator. I will now go to our wit-
nesses. Mr. Gag Edson, General Counsel of the USTR. And the

e

Honorable Don Newquist. Will you begin, Mr. Edson.

STATEMENT OF GARY R. EDSON, GENERAL COUNSEL, OFFICE
OF THE U.S. TRADE REPRESENTATIVE, WASHINGTON, DC

Mr. EDSON. Thank you, Mr. Chairman. I appreciate the invita-
tion to appear before you today to present the budget authorization
request for the Office of the U.S. Trade Representative.

n the past years, you and this committee have strongly sup-
ported our efforts and our mission. Your continued support remains
vital to the continued prosperity of the United States. We believe
that trade drives growth, and open markets create jobs.

We are trying to accomplish that, first, by successfully concluding
the Uruguay Round of global trade talks; second, through a series
of market-opening initiatives with key trading partners and froups
of trading partners; and third, by using the trade policy tools that
you have given us.

Senator Baucus, If I might interru[)t, Mr. Edson, and apologize
for not pointing this out earlier. I will give ten minutes to each of
you. Thank you.

Mr. EpsoN. The Uruguay Round and the NAFTA negotiations
are each at a critical juncture, They each hold substantial potential
to create jobs and expand trade.

Our talks with Japan are proceeding in a number of areas. Over
the weekend we concluded an agreement to open up the $27 billion
Japanese paper market to U.S. paper and paperboard manufactur-
ers.

And, at the same time, we have market-o enin%\negotiations on-
going 1n Latin America, Eastern Europe, amf Southeast Asia.

To carry out these tasks, I urge the committee to approve our re-
?uest for a two-year authorization covering fiscal years 1993 \and

994. The request level for 1993 is $21,697,000. The request level
for 1994 is $22,435,000.

As I said at the outset, our mission is to open markets and ex-
pand trade. The Office of the United States Trade Representative
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is about as entrepreneurial as government gets. We have learned
to do more with less. We intend to continue doing so.

Specifically, the fiscal year 1993 request is a modest one, as you
noted; approximately $21.7 million in budget authority. We are
adding the two new positions that you mentioned: one, on environ- |
ment, and the other on investment, another area of critical impor-
tance in which we would like to build in-house expertise.

The $21.7 million number regresents $1.3 million more than the
level a;}:pro riated last year in fiscal year 1992. Our estimated obli-
gation level is $21.4 million, including reimbursements and carry-
overs.

That contrasts with our projected obligations for 1993 of $22 mil-
lion. So, in effect, this represents an increase of only three percent.
In short then, our fiscal year 1993 request, as well as 1994, rep-
resents a current services budget.

Mr. Chairman, our philosophy is to continue to keep USTR as
lean and as responsive as we possibly can. We believe thct this
budget request will accomplish that.

But, above and beyond the resources that we get in terms of
funding, we also rely heavily on other agencies within the trade
community.

In particular, I would like to mention that the International
Trade Commission, and the State Department, also, have been
quite generous in making available to us the resources that we
need to carry out our mission. We appreciate that.

We also agzreciate your continued support. And, on behalf of
Ambassador Hills, let me thank you for that; you and the members
of the committee.

Senator BAucus. Thank you very much, Mr. Edson.

[The prepared statement of Mr. Edson appears in the appendix.]

Senator CHAFEE. May I interrupt? I have to leave at half-past.
How long do you think you would be, Mr. Newquist? Will I have
a chance to ask a couple of questions before I must leave?

Senator BAucus. Four or five minutes, Senator Chafee.

Senator CHAFEE, All right.

Senator BAucus. Go ahead.

STATEMENT OF HON. DON E. NEWQUIST, CHAIRMAN, U.S.
INTERNATIONAL TRADE COMMISSION, WASHINGTON, DC

Mr. NEwQUIST. Thank you, Mr. Chairman. Thank you, Senator
Chafee, Senator Riegle. We appreciate the opportunity to come be-
fore the subcommittee, and appreciate the Ke]p and support that
we have received from this subcommittee and the entire Finance
Committee.

Mr. Chairman, we also would like to acknowledge, certainly, the
help of the Finance Committee staff and your staff. It has been a
genuine pleasure to work with them on our budget matters.

To not take too much time, I have submitted a formal statement,
That I would hope you would adopt in the record. I would like to
just hit a couple of high points that I think would be of interest
to the committee.

Following up on the representative from USTR, we do have on
detail six of our staff members to USTR and are giad to work with
Ambassador Hills in supporting their efforts. That support is on a
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continuing basis. A great deal of our travel, particularly in our
General Counsel’s Office, is in assisting in an advisory role in the
GATT negotiations, as well as in the NAFTA. In many cases, a lot
of our expenses are entailed in working very closely with USTR.

Let me turn to just some quick numbers that I think the commit-
tee would be interested in. Even though we are a small agency, as
many of the members have mentioned this morning, we had an ele-
ment of funds that were returned in fiscal year 1991. We returned
about $1.56 million. The principal reason for this was due to vacant
commissioners positions. For the entire year we operated with only
four commissioners. So, we had two less commissioners and their
isupporting personnel that virtually accounted for all of those dol-

ars.

How did the Commission absorb the reduction in fiscal year 1992
funds? The Senate Appropriations Committee cut our appropria-
tions by $1 million. The House adopted what we had asked for.

They settled, in conference, on a $600,000 reduction. Most of that
reduction was taken in salaries and benefits, as commissioner and
their personal staff vacancies 7illed slower than anticipated during
the budget formulation.

How do we anticipate our needs for 19937 Our request is 6.4 per-
cent higher than the 1992 appropriation, and is essentially to fund
operations at current levels. It does not include any program in-
creases. For 1994, the Commission request represents a 10 percent
increase over our 1993 request.

I would say, to you Mr. Chairman, and the members of the com-
mittee, it is almost an impossible job to really forecast our work
load. We do go through an enormous amount of looking at past
case loads.

But it is a little bit like if you asked the funeral director in Mis-
soula, Montana to tell me how much business he is going to have
next year, that is really the most accurate that we could do. -

Because it really depends upon your Committee, the Finance
Committee, the Ways and Means Committee, the USTR, the pri-
vate petitioners that come to the Commission with cases.

So, I would not want to represent to the Committee that forecast-
ing our workload even closely represents a science or an art, “e-
cause we cannot control it.

Two points that you made, Mr. Chairman, that I would like to
expand upon, and t%en I will conclude so Senator Chafee will have
time for his questions.

We are looking very closely at environmental matters also. In our
appropriations hearing in the House, Congresswoman Pelosi raised
concern in that area.

In fact, we were already .looking at it internally because we see
the environment as continuing to play a major role, not just from
the Environmental Protection side, but in being able to assess the
competitiveness element of the environment. It is one that I know
we do not now have the scientific or engineering skills for, but
hopefully in the very near future we are going to be able to define
what I think we need. A lot will depend upon what the Committee
perceives as our role in doing some of these things.

I know you have suggested in future GATT rounds maybe look-
ing at the environment from a countervailing standpoint. That is
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oing to be something that we are going to be looking at very close-

y.
This idea of competitiveness is also something that we are study-
ing internally. The Council on Competitiveness has made a series
of recommendations. The House Appropriations subcommittee was
very interested in this area, and I committed to the Chairman of
the subcommittee that we would get back to them in short order
on what we perceived our role to be. I am not here today to pre-
sume precisely what that role is, but I think once we do conclude
our internal review, and, in counsel with my colleagues, that we
shlare a common interest and I think we can play an important
role.
Mr. Chairman, I would like to just stop right there and say again
that we appreciate the help of this committee and the support of

the members very much.
[The prepared statement of Mr. Newquist appears in the appen-

dix.]
Senator Baucus, Thank you very much, Mr. Newquist. I under-
stand you have to leave by 10:30, John?

Senator CHAFEE. If I could. Yes, Mr. Chairman.

Senator Baucus. All right. With five minutes per, I will give you
five minutes. I am interested, Mr. Edson, in the number of person-
nel you have at the USTR and your ability to do the job; that is,
negotiate with other countries.

It is difficult to compare one country with another. But you oper-
aj;ehv;ith a staff of what, about 162 full time employees. Is that
night

Mr. EpsoN. That is correct.

Senator BAucus. And you are involved in heavy negotiations

around the world. The GATT, NAFTA, SII, intellectual property,
China, for example; there are many negotiations going on.

How does the number of USTR negotiators compare with the
number of trade negotiators in other countries? It is difficult to
make comparisons.

But, if you could, just give me the most honest comparison you
can of where we stack up in terms of numbers, at least, compared
with others.

Mr. EpsoN. Well, the short answer to the question is, I think,
that USTR, from the U.S. standpoint, i just the tip of the iceberg.
We coordinate and we lead so that, for example, in the negotiations
that occurred over the weekend with Japan on paper, they had a
very large team. They must have had some 10-16P peopie.

We, at USTR, had three or four people working on that, com-
bined with a team of folks from other agencies. We had Commerce
involved; we had the State Department involved; we had advisors
from other areas within this government.

So, the net result is that we are able to field a team that is equal
certainly in numbers if that is a determining factor. However, I
have yet to see a negotiation in which the number of people was
the determining factor in the outcome,

But certainly in terms of our ability to muster resources ade-

uate to any negotiating task, we have never been unable to do
that. We field inter-agency teams, as we have, for example, through
the Uruguay Round and the NAFTA negotiations.
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So, in terms of sheer numbers, we are able to sit across the table
and feel comfortable that we have the resources that we need to
get any single negotiation done.

Senator Baucus. How well do the various agencies cooperate

with each other?

Mr. EDSoN. Well, I think that——

Senator BAucus. Because we hear lots of comments that there
are major problems. USTR may have a certain poiit of view, and
Commerce, State, Treasury, other points of view. It is very difficult.

Mr. EDSON. There are always differences between agencies; cer-
tainly policy differences. The ideal is to resolve those in advance of
a negotiation so that before we launch into a negotiation we under-
stand what our objectives are and are united in those objectives.
Certainly in terms of some of the larger negotiations we have on-
going, such as the Uruguay Round and the NAFTA negotiations,
we have large inter-agency teams.

And, in my own view and in my own experience, the Uruguay
Round has been a model of cooperation and coordination. It has
worked quite well.

And, in fact, in some instances, whereas the USTR person is the
leader in most of the negotiations, we often let one of our fellow
agencies with greater expertise sit in the chair. They help shoulder
%%d Tahare the burden, but the coordination remains straight with

Senator BAucus. I understand that MITI has 1,000 people in its
foreign negotiations branch,

Mr. EpsoN. I would not know the exact number. What I can tell
ou is that, in any single negotiation, we have never felt that the
ack of people was a detriment to the United States.

Senator gAUCUS. By lack of people, I am not really getting at the
number of people at the table. I am getting at the resources that
are brought to gear on the problem.

Mr. EDsoN. Well, again, the resources that are brought to bear,
for example, on the Uruguay Round, or on an issue with Japan, are
the resources of this entire government.

We tap the ITC for expertise in terms of studies; we turn to the
Commerce Department and the industry expertise that they have
there for industry-input; we obtain economic data from the Council
of Economic Advisors.

Senator BAucus. Let me raise another question. What about
turn over? I mean, since the beginning of the Bush Administration,
Ambassador Hills is still with us. But Ambassador Williams is
gone. Josh Bolton is gone. Are you replacing him?

, Mr. EpsoN. I am replacing him. gut Ambassador Yerxa is not
eaving.

Senator BAucus. Now, it is one thing to have the numbers, but
what happens when there is this constant turn over in the num-
bler?s? Do other countries have the same turn over in their top peo-
ple
Mr. EDSON. Let me put it this way. We are now negotiating with
our fifth Japanese Trade Minister since taking office. We are now
negotiating with our fourth Vice Minister; our fourth Director Gen-

eral.
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We have had much less turn over and much greater continuity.
For example, in the Japan office, the same Assistant USTR has
been there—

Senator Baucus, Well, the Minister is a member of Parliament,
so he does not really do the negotiating. So, it is the bureaucracy
that does the negotiatinf.

Mr. EDSON. And the Japanese bureaucracy turns over rather fre-
quently; more frequently, in my experience, than ours has.

Senator Baucus, Coufé you, for the record, please supply that in-
formation? I would like to see at USTR, over the last ten years, the
number of, say, the top 50 people and the degree to which they
have turned over, compared to your best estimate of the com-
p?rable organization in Japan and its turn over in the same period
of time,

Mr. EDSON. We can try and supply that.

Senator BAucus. Thank you.

[The information follows.]

Question. How much turnover has occurred at USTR over the past 10 years in

its senior positions?
Response. The table below details the number of occuBanta by position for the past

10 years. We have requested information through our Embassy in Japan (or a com-
parable organization in Japan for the same period.

OFFICE OF THE U.S. TRADE REPRESENTATIVE SENIOR POSITIONS

Number of Incum-
Title Period bens
Deputy USTR (WAShINGION) .oovcrviimmnsmmirsmerssmismmmnenssssssassmmsatsesseseons 1962-1992 4
Depuly USTR (Washington) 19821992 4
Dmny USTR (Geneva) " 196/-1992 4
Chiof of Stafl ..........crvmmmmmirsrrmrmnenns 1982-1992 3
Qoneral Counsel ............ 18321992 8
Principal Deputy General Counsel ....... . 19871992 3
AUSTR for Dispute Resohtion ...........cuemmusmmncsssins . 1892 1
Senlor Advisor & Special Counsel for Natural RESOUICES ...........mssmemnens 1991-1992 1
Chief Textlie Negotiator 1962-1092 5
AUSTR for Administration 1982-1992 5
AUSTR Agricutture ., 1962-1992 2
AUSTR Asla & Pacific 1982-1992 4
AUSTR Norh Amerkan Affaks 199861992 2
Chif ECONOMIBL ...ovuuummmmmmmrmmmsnmimessanisstsmissassstessmssitsmsiseersstssnssens 18891092 1
Director, Computer HONS ..o irinriarn . " 1989-1992 2
AUSTR Publkc, Private, & Intergovernmental Affalrs 1982-1892 4
Diractor, Private S8CION ... s 1982-1992 4
AUSTR Congrossional Affairs 1982-1992 3
AUSTR Europe & he ModOmBNeaN ... 1983-1992 2
AUBTR QATT ABIIS .....coooovis st sisms s sessssmismesssssasssssstosssisssssi 1982-1992 1
AUSTR Industy o -1982-1992 4
AUSTR Japan & ChINg ...........ooccccrnmnninnnne 19861992 1
AUSTR Latin America, the Carlbbean & Africa ............ 1982-1992 3
US Coordinator for Mutthateral Trade Negotiaton 1966-1992 2
AUSTR Services, Investment, lnteectual Property & Sclence & Technology ... 19881991 2
AUSTR Services, Investment, & Sclence & Technology ........coennimisrescnns 1992 1
AUSTR Inteactual PIOPOMY .............ccumricmrmimmcarmmnneni siravissnnns corcessiressnons 1992 1
AUSTR for Uruguay Round ..... 1986-1992 2
Deputy Chist of Misslon 1962-1992 3

Senator BAucus. Senator Chafee.
Senator CHAFEE. Thank you, Mr. Chairman. Mr. Edson, just for
the record, I think Josh Bolten was at USTR for quite a while—

was it 10 years?
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Mr. EDSON. It may have seemed that way to some. [Lau%hter]

Senator CHAFEE. Well, he may have thought it seemed like that.

Mr. EpscN. But he was on the staff of this committee for awhile,
and 3 years at USTR as General Counsel.

Senator CHAFEE. 3 years. All right. I admitt that that is a slight

exaggeration on my Fart then.
Senator Baucus. It just seems like it, because he has done such

a good job here on your side.

enator CHAFFE. Well, I just want to say that, we all had a lot
of respect for Josh. But we are equally delighted to see you in this
position now. You have had considerable trade experience as Chief
of Staff to Ms. Hills just previously.

I am enthusiastic about the US')I,'R request for an additional indi-
vidual in environmental affairs. One question, however: in this lit-
tle fact sheet that I was given, it indicates that the two requested
additional positions will require $459,000. That seems excessive.
This figure likely also includes general personnel cost increases;
this sheet 1nay not be fully accurate.

Mr. EpsoN. I was not aware that the two positions totalled that
much. We can check that number for you.

[The information follows:]

The $469,000 increase is a net change to USTR’s total compensation coats. The
two positions are estimated at $185,000. I should note that these are relatively sen-
ior positions, The environmental position will be established as a Deputy Assistant
USTR. The investment position will be the Director of the Investment Office. The
remaining $274,000 covers costs associated with the January 1993 pay raise,
annualization of the January 1992 increase, scheduled periodic grade increases, as
well as benefit costs. These increases are offaet by projected salary lapse, one less
day of pay and decreases in non-permanent compensation costs. We are submitting
for the record a table which details these compensation changes.

Table 1.—OFFICE OF THE U.S. TRADE REPRESENTATIVE FY 1993 ADJUSTMENTS
TO COMPENSATION BASE
{In thousands of dollars}

Caegory Amourt
FY 1992 Compensation Base ........cuumimiimminn 12,949
Projected Increases:
TWo pOSHIONS ..., " 185
January 1983 pay INCIease ... ST 309
January 1992 pay Increase (BNNUAIRZEA) .............cou i s 74
Poriodic INCTOAIOS ..o 50
BonoMs .........c.onune 84
Subtotad ... 702
Projected Decrease
FTP LAPSO ..o s R R RS 157
One less day of pay ... S R R SRR RS R 48
Other Personnal ... ORI 40
Subtotal ..... P s R e 3
NEE CRENEO o L S S R R R 08 450
FY 1993 Compensation Level ..., 13,408

Mr. EnsoNn. I am told that if you include into that future pay
raises, that that is an accurate estimate. I should note that these
are relatively senior positions. The environmental position will be
established as a Deputy Assistant USTR. And the investment posi-
tion heads our entire Investment Office.
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In addition, just for the record, let me note that we did not mere-
ly create a new position for a Deputy Assistant USTR for the envi-
ronment.

We actually split what was formerly an Office of Services, Invest-
ment and Intellectual Property into two new offices, in recognition
of the volume of work invo veJY

One office involves services, investment, and science and tech-
nology, and the other office focuses on intellectual property and the
environment,.

Senator CHAFEE. 1 suppose too, that you folks must have a lot
of travel expenses, do you not? It would seem so, just by virtue of
the very nature of your job.

Mr. EDSON. The great majority of our budget goes to travel, per-
sonnel, and overhead—those are the three main categories.

Senator CHAFEE. Also, regarding the Chairman’s earlier ques-
tion, Ambassador Hills was up here the other day and she pointed
out that you borrow folks from the Department of Agriculture, you
ﬁat folks from Commerce, you get folks from State. And I befieve,

r. Newquist, did you not say you, too, loaned USTR some people?

Mr. NEWQUIST. Six people.

Senator CHAFEE. Now, when you detail those people over to
USTR, they stay on the I.T.C. payroll, correct?

Mr. NEWQUIST. Yes, sir.

Senator CHAFEE. So, you are pretty good at getting additional
people on loan, Mr. Edson?

r. NEwWQUIST. Yes, sir.

Mr. EpsoN. We hope we are good at it. We have 41 detailees
from around this government currently on board at USTR. The
gregt majority of those, fortunately, are on a non-reimbursable

asis.

And we think it is obviously to the benefit of all the agencies in-
volved. They spend time at USTR. In most cases, at least one year;
on occasion, more. They go back to their home agency with greater
exgertise in trade negotiations and trade policy.

enator CHAFEE. I suspect—and I will be interested in those sta-
tistics you intend to compile for the Chairman—that USTR attracts
people who stay with you for quite awhile. It is a very, very inter-
esting job. Obviously, some 30 move on, as some of your top-
notchers did not too long ago. But I think there is a lot of appeal
to your type of work. There is action; people understand what they
are doing; they can see results. And, therefore, you probably have
got some continuity in your staff,

Frankly, realistically I would not expect you to have total con-
tinuity. I would expect you to go out and get bright, young people
and bring them in. Then they would stay with you for as long as
they can, but then they might go out into the big, wide world where
they might earn a lot more than they earn for the U.S. Govern-
ment.

Mr. Newquist, what happens if your load is less than antici-

ated? That, to use your previous example, not as many people die

1n Missoula as your charts show?
Senator Baucus. Could you not have picked another example?

[Laughter) o
Senator BAucus. Picked something more optimistic?
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Mr. NEWQUIST. I am sorry for my analogy. ,

Senator CHAFEE. I am asking out of curiosity. I am not sure
where the flexibility is built into your situation.

Mr. NEwQUIST. It really is not, Senator Chafee. And I think the
Chairman is probably right, a funeral director in Missoula is not
a good analogy. But we are, in a sense, like that fellow. Our over-
head is pretty much fixed. There is no way you can accurately pre-
dict your work load. Even if it ﬁoes up enormously, we are going
{;10 get the job done fundamentally with the staffing level that we

ave.

Because if you were constantly trying to adjust the staffing level
by the time you got into some type of cycle that you have no control
over, you would be out of that cycle.

So, ultimately, for the International Trade Commission to do its
job, it is pretty much a fixed overhead.

Yes, if we get new missions or new objectives, then some adjust-
ment i8 needed. I think, as I look back over the last 10 years, vir-
tually we have had little or no staff growth. So, it is pretty much
a fixed overhead.

Senator Baucus. Thank you, Senator. Senator Riegle.

Senator RIEGLE. Thank you, Senator Baucus. First of all, Mr.
Newquist, let me welcome you to your assignment. You are in a
ke{ position,

really hope to see a much more aggressive effort by the ITC in
getting at the persistent pattern of trade cheating against U.S.
usinesses that I have observed in many sectors of our economy.

You would have to be blind, deaf, and dumb not to see what 1s
happening, and our trade statistics show that. However, I will get
to that in a minute. I am encouraged by the fact that you have
taken this job, and I really look to you for aggressive leadership.

Mr. NEwQUIST. Thank you, Senator Riegle.

Senator RIEGLE. I think whatever you need in the way of re-
sourc=8, you ought to have. If you nee(i' more people, you need new
people, you need fresh thinking, whatever it takes. Such resources
will help us deal with our trade problems.

The multiples of dollar value back to the U.S. economy and our
economic well-being and jobs will pay back thousands of times over
whatever modest amount of budget authority you need.

So, if you need more budget muscle, you ought to ask for it. And
I will do everything that I can to see that you get it.

I want to say with respect to the Office of the U.S. Trade Rep-
resentative, I think that there are too many people that don't have
the correct frame of reference to be dealing with our trade policies,
and implementing our trade laws. And we need a broom to sweep
that place out. I say this because I do not see much in the way of
concrete results accumulating their efforts.

At the same time, I see massive unemplcgment in our country,
It is just under 10 percent now in m{ home State of Michigan. And
the trade cheating, which has partially contributed to our economic
problems is pervasive and persistent. And the Bush administration,
through the Office of Trade Representative, does not seem to be
able to find its voice on important trade issues.

I would like to refer to this report, Foreign Trade Barriers—and
I would say to you, Mr. Chairman, that I realize we have made a
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little bit of progress on paper products here the last few days. That
will have a few benefits for your State; a few benefits for my State
of Michigan.

However, these products are not at the far end of the range in
high value-added products. Instead, it would be nice if the U.S.T.R.
could make some progress with high value-added manufacturing
gouds, auto parts, and financial services. I realize that progress is
lw,;ery tough to achieve, particularly with respect to Japan, as you

now.

But, as I look at this report on foreign trade barriers and, its
thickness, I come to the section on Japan. It is about 18 pages.

It starts by pointing out that they had a trade surplus with us
in 1991 which was $43 billion in their favor. $43 billion over a 12-
month period of time is problamatic, especially with all of the
wrenching problems that we have in this society.

Finally, lp take this report to be one of failure of the Trade Rep-
resentatives Office and of ones government, in that they continue
to allow these kinds of conditions and unfair practices to go on. De-
spite all the talk about toughness, and all tEe talk about muscle,
and so forth there are few measurable results to speak of in the
trade area. The Japanese are laughing at us.

This is the weakest trade negotiating team we have ever put on
the field. And the evidence is that the trade numbers are not get-
ting any better or being put on a plan for reduction. There was a
story in the lgaser just this morning which recounted some com-
ments from Red Poling, the head of Ford Motor Company. I am
going to insert this article, entitled “Trade Policies Anger Poling,”
out of The Detroit News of April 6th in the record.

The article goes on to say that, “In a disKlay of anger and frus-
tration over U.S.-Japanese relations, the Chairman of Ford Motor
Company says Japan’s trade policies remain virtually unchanged 3
months after President Bush’s controversial mission to Tokyo."

He says, “The Japanese have mounted a sophisticated public re-
lations campaign to blunt American criticism of their trade prac-
tices.” The article continues on in this vein.

[The information appears in the appendix.]

Senator RIEGLE. We are being cheated so directly and in so many
different ways by our trading partners. And I do not know why the
USTR cannot see these practices and their adverse impact on our
industries, and do somet ing about it.

Mr. EDSON. Senator, I think that the folks at USTR are trying
their very best and are among the best that America has to offer.

Senator RIEGLE. Well, let me just stop you. When I finish my
statement, I will be happy to hear from you. I am not really inter-
ested in your words. I am interested in results.

Now, the trade deficit last year with Japan was $43 billion. How
much will it come down this year? Will it come down, say, 20 per-
cent? Is this the goal of the Bush Administration and the USE‘R?

Mr. EDSON. Senator, could I respond to——

Senator RIEGLE. I want to know what the goal is in terms of re-
ducing the trade deficit with Japan this year. at is the goal?

Mr. EDSON. Our goal is to reduce it absolutely as much as pos-

sible.
Senator RIEGLE, Well, how much is that?

57-386 0 - 92 - 2
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Mr. EDSoN. It has come down 11 percent in the last three years

already. .
Senator RIEGLE. What is the goal for this year? ‘
_ Mr. EDSON. We do not have targets in terms of the reduction
in—-—
Senator RIEGLE. That is what I thought you would say. You do

not have a target for 1992,
Mr. EpsoN. In terms of reduction in a bilateral deficit, we have

no target. Our target is to bring that deficit ultimately to zero, if

at all possible.

Senator RIEGLE. I understand that. But the U.S.-Japan trade
deficit i8 not getting to zero. Our deficit with Japan was $43 billion
in 1991. Why have you not set a target this year? What is wrong

with that?

Mr. EDSON. Senator, what we are trying to do is lower barriers
to trade. That National Trade Estimates Report also notes a num-
ber of successes, and in some sectors that are particularly high

value-added. For example, satellites, computers——
Senator RIEGLE. Would you list the Airbus agreement as a suc-

cess? Is that a success?
Mr. EDSON. I would.
Senator RIEGLE. I think that is a failure.
Mr. EDSoN. I am happy to respond to the Airbus point in one mo-

ment. What I would like to do is respond——
Senator RIEGLE. I am going to let you do that for the record.

[The information requested follows:]

RESPONSE TO SENATOR RIEGLE ON AIRBUS AGREEMENT

The March 31 tentative agreement between the U.S. and the EC on government
supports for large civil aircraft manufacturing is indeed a success. I have listed for
you below several points illustrating the merits of the Airbus agreement.

¢ The major accomplishments of the agreement include:

(1) significant reductions in the level of government support to Airbus, in-
cluding a prohibition on production support and a limitation on develor-
ment eupgort of 33 percent (from historic levels of 75 perct to 100 percent);

(2) establishment of strict repayment requirements on development funds
advanced by governments; and

(3) transparency provisions on all govemment support to commercial air-
craft manufacturers for verification of compliance with the agreement.

¢ The bottom line of the agreement lies in the fact that it levels the playing
field for U.8, civil aircraft manufacturers,

—Similar to Boeing and McDonnell Douglas, Airbus will now have to get
the bulk of its money from the private sector. Its future raarketing and de-
velopment decisions will be based on economic factors rather than on gov-
ernment generosity.

¢ Allow me to make one point clear: the Airbus agreement does not legitimize
subsidies. The 33-percent limitation on government advances for development
support does not represent a subsidy value. The accord delineates strict terms
and conditions for the repayment of these government funds such that any re-
sulting subsidy should be minimal.

¢ The Airbus agreement, therefore, represents a solid achievement and an im-
po}x;stgg.t step forward in strengthening international disciplines over domestic
subsidies.

* Moreover, the accord marks the beginning of a process in which the Bush Ad-
ministration will seek progressive reduction of government supports to the civil
aircraft industry—not only for the U.8. and EC but other countries as well.
Once the accord is finalized, we will begin working with other aircraft-producing
countries to do so in a multilateral forum.
¢ Finally, and perhaps most important, Boeing and McDonnell Douglas support
it. The negotiating team worked cloaeiy with the companies to determine the
parameters of the cwrrent deal, which will allow them to compete in a much



16

fairer environment. This, in turn, should have a positive effect on employment
levels at these firms and others affected by their work. ~

‘Senator RIEGLE. Let me just say to you that the Airbus Agree-
ment is not a success in that area. In my view, that this Agreement
is a failure. And it is just one of many that has occurred under the
watch of the Bush administration.

The problem here is, do you know how many people are out of
work in the United States right now, either unemployed or working

art;t%me that want to work full-time? Do you know what the num-

er is

Mr. EpnsoN. Not ofthand.

Senator RIEGLE. Well, it is 16 million. You do not happen to be
in that group. Maybe you should be, and maybe you would under-
stand a little better. Maybe Carla Hills should be in that group.
Maybe she would understand a little better that we have a des-
perate need for jobs in America.

And, unless we confront this trade cheating far more directly
than we are, we are not going to have enough jobs for our people.
If you cannot get and preserve jobs for the people who nee«? them
;rlx.]tl;his country, you do not deserve your job, nor does Ambassador

ills.

Mr. EpsSoON. Senator, every billion dollars’ worth of exports gen-
erates 20,000 jobs in this country. We have increased our exports
to Japan in the last 3 years from $38 billion to $50 billion. Our
manufactured exports to Japan are growing 30 percent faster than
our exports to the rest of the world.

Senator RIEGLE. How are we doing in auto parts? How are we
doing in autos?

Mr. EDSoN. In auto parts, the Japanese Government has af-
firmed that (A) Japanese dealers may sell United States autos
through existing dealerships, without prior authorization from Jap-
anese automakers (B) to more than doubling their purchases of
auto parts over the next several years from $9 billion in FY 90 to
$19 billion in FY 94, and, (C) when the President was there, we
addressed 14 standards-related issues that had been identified by
the U.S. auto industry as serious impediments to trade.

Senator RIEGLE. Listen. Let me tell you something. Do not come
in here with that kind of nonsense. I understand this problem be-
cause the businesses and the people in my State face trade-related
problems every day.

You have got ten table crumhbs from the Japanese and they have
already backed away from those agreements and you know it. Now,
tell me how much tﬁe trade deficit with Japan has gone dow? dur-
ing the first 3 months of this year.

Mr. EDSON. Senator—

Senator RIEGLE. How much has it gone down the first 3 months
of this year?

Mr. EDSON. Senator, we appreciate what you are saying. We do.
And we recognize that there is much, much more to be done. There
is no question about that.

Senator RIEGLE, Well, then go and do it. Then go and do it.

Mr. EDSON. And we are trying very hard to do it. We are happy
to, and interested in, working with you to identify the problems
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and see if we can negotiate the kinds of solutions that will open
those markets and create jobs in this country.

Senator RIEGLE. Mr. Chairman, I have some questions for both
witnesses that I request be put in the record. Thank you.

[The questions appear in the appendix.]

Senator BAucus. Thank you, genator. Mr. Edson, could you also
explain a little more in detail the environmental position that you
alluded to earlier?

Mr. Epson. It will be a Deputy Assistant USTR position, which
is just below the Assistant USTR level. So, it is the effective equiv-
alent of a Deputy Assistant Secretary position in the rest of this
government.

It will be the individual charged with coordinating our environ-
mental activities at USTR; helping develop trade and environment

licy; working with the Environmental Protection Agency, the
ommerce Department, the Interior Department, as well as with

our advisory committees where we have, as you know, appointed
environmentalists to all of our major policy advisory committees.

Senator BAucus. So, you have, what, three Deputy USTRs. How
many Deputy USTRs is that?

Mr. EpsoN. I am sorry. Deputy Assistant USTR.

Senator BAucus. Oh. Deputy Assistant.

Mr. EpsoN. Right.

Senator Baucus. All ri%ht. I would like your reactions to the
comment of the bi-national panelist of February of this year that
I referred to.

Mr. EDSON. My reaction is very simple, and that is that these
panelists are supposed to enforce U.S. law. And if that is not their
intention or if t‘})xat is not what they are doing, then they should
not be on our bi-national panels.

With respect to the way in which we select these individuals, let
me just note that there is a careful selection process.

The FTA itself established the criteria for the selection of the
roster of panelists. We put out a Federal Register notice inviting
application.

n doing so, we request greatly detailed information from the ap-
licants about their involvement or representation in matters be-
ore either government, United States or Canada, as well as all of

their past and present involvement in any anti-dumping or coun-
tervailing duty activities.

Senator BAucus. How long has that one person who made that
comment been a panelist?

Mr. EDSON. Pardon me?

Senator Baucus. For what period of time is somebody selected to
be a panelist, is there a time limit?

Mr. EDSON. The roster of panelists is renewed each year. Some
are re-appointed and others are rotated off, often at their own re-
quest.

But let me just say that we do request——

Sexll?ator BAucus. Should registered foreign agents be on that
pane

Mr. EDSON. Whether or not they are a registered foreign agent
will not solve a part of the major problem that you have pointed
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out, since there is a lawyer’s exception to the Foreign Agent Reg-
istration Act.

Lawyers, since they represent their clients in an open hearing,
are not required, for purposes of that representation, to register as
foreign agents.

And, therefore, merely to require all registered foreign agents not
to be on the roster will not get at the problem that you are talking
about. What we look at—-

Senator BAucus, I do not have the exact reference here, but it
is my understanding that recently the Justice Department issued
a ruling that agents should not be on advisory panels.

Mr. EDSON. On our advisory committees.

Senator BAucus, We are not talking about lawyers, we are talk-
ing about agents.

r. EDSON. The great majority of the panelists are lawyers. Sec-
ondly, what you are interested in and what we are interested in
is ensuring, as you put it, that they cannot promote a private agen-
da or that they are iased in any way.

Senator Baucus. All right. You can have lawyers on the panel
but why do you have agents on the bi-national roster? I understand
the lawyers’ exception,

Mr. EDSON. And the point we are txging to ensure, if a panelist
is a registered foreign agent for the Canadian Government, they

are obviously disqualified.

If they are a registered foreign agent for some other government
at interest or at issue in the matter at hand in any way—and we
do ask for disclosure with respect to all involvement regarding the
particular issue that a panelist would be considered for—then that,
too, would disqualify them. )

Senator BAucus. Do you have any problem whatsoever with this
revolvinﬁ door phenomenon that is often referred to by many Geo-
ple in this country? Namely, that top white people work for U.S.
agencies, let us say, the UgTR, then go out and work for foreign
interests?

Mr. EpsoN. I have a problem where there is an ethical conflict.
And I think that I certainly wholeheartedly back and enforce all of
our conflicts laws to ensure that conflicts do not arise.

Senator BAucus. Why should there not be a 10-year limit? Arc\f"
one who works for UST’IIZ, for example, cannot go represent any cli-
ent before the USTR for 10 years subsequent upon leaving the
agency. What is wrong with that?

Mr. EpsoN. I think that at a certain point—

Senator BAucuUs. For example, how many top MITI people leave
and go out and represent the United States’ interest in Japan?

Mr. EnsoN. I have no information on that.

Sen';ntor Baucus. What is your best guess? What is your best
guess

Mr. EpsoN. I would think very few.

Senator Baucus. That is right. How many top German trade offi-
cials leave to work for American interests?

Mr. EpSON. Again, I would have no idea.

Senator BAucuUS. Do you think it would be interesting for us to
try to find out the answer to that question? Would it be instruc-

tive?
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Mr. EpsoN. It may be instructive. I think the important point is
that, in terms of our ability to carry out our mission, we have eth-
ics laws that we adhere to very closely.

Senator BAucus. I am not asking you to defend the administra-
tion’s point of view. I am just asking you to just stand off in a little
more perspective here.

I mean, is it or is it not a problem, in your personal view, if it
is true that a lot of American agency people, top people, very quick-
ly iz out and leave?

d then after 1 year go out and represent foreign interests be-
fore U.S. agencies. They have been involved in the negotiations.
They know what is going on up until a year ago.

I mean, they are very intimately involved with the intricacies
and the personalities and so forth. Whereas, on the other hand,
other countries do not do that. Is that a problem, or is that not a
problem?

And we are all public officials. We work for the American gso le.
They are our emp ogjers. We try to help our employers get a higher
living standard in this country in the future.

Mr. EDSoN. Senator, I honestly do not know that it makes that
much of a difference on where w2 draw the line; is it 1 year, is it
2 years, is it 6 years, is it 10 years? That is & tough call.

Senator Baucus. No, that 18 not the &t;:stion asked. The ques-
tion I asked was, is it a problem if top erican K:ople, after gov-
ernment, go out and work for foreign interests. And if top people
in foreign agencies do not do the same in representing American
interests before their agencies? If that is a general fact, is that a
problem?

Mr. EpsoN. Well, again, I am not sure that that is a problem,
Barticularly so long as we can assure ourselves that those former

.S. Government officials are not abusing their position in some
sense. That is the reason why we have the various kinds of cooling
off provisions and restrictions that you alluded to.

Senator BAucus. Now, just take you, personally. Your back-
ground, what have you been doing in the last several years?

Mr. EpsoN. I have been in business. And prior to that, govern-

ment.
Senator BAucus. And where are you likely to be ten years from

now, b years from now?
Mr. EpsoN. Five years from now I hope that I will still be in the

Bush administration. | Laughter.]

Senator BAuCUS. Let us say 6 years, 6 years from now.

Mr. EpsoN. Six years from now I will be looking for a long vaca-
tion. Senator, I really have not a clue. I have a background in law,

and business, and government.
Senator BAucuUS. Do you plan to stay in government the rest of

your working years?
Mr. Epson. I plan to be able to find a way to contribute to the

best of my ability, whether that is in government or in the private

sector.

Senator Baucus, Let us assume you have 50 years left. What
number of those years are you going to be in the public sector, do
you think, probably, honestly?

Mr. EpsoN. Half. Half.
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Senator Baucus. Twenty-five years. You are going back and

forth.

Mr. EpsoN. I may stafv.

Senator BAucus. Well, you may do anything. I am just asking
what you probably will do.

Mr. EpSoN. Perhaps back and forth.

Senator BAUCUS. Probably back and forth. Well I think my point
is clear. We have a real problem in this counhy with the revolving
door. It is something that must be addressed if the U.S. is to com-
pete internationally.

I would also like to now turn to aa Article 2009 of the Free Trade
Agreement with Canada, which states, and I will quote the rel-
evant section here: “The parties agree that this agreement does not
impair or prejudice the exercise of any rights or enforcement meas-
ure arising out of the Memorandum of Understanding on Softwood
Lumber of December 30, 1986.”

It is mi opinion that Article 2009 completely grandfathers the
Softwood Lumber MOU and any measures the U.S. may take to en-
ﬁarce the MOU now that it has been unilaterally abrogated by Can-
ada.
Therefore, any action the U.S. may take to enforce the MOU, in-
cluding the current countervailing duty investigation, is not within
the jurisdiction of the Bi-national Dispute Settlement Panel as es-
tabhished under either Chapter 19 or Chapter 18 of the Free Trade
Agreement.

t is very much my hope—I feel very strongly about this—that
this is also the Administration’s view. And I hear that Canadians
take a contrary view.

I strongly disagree with the Canadian point of view, and I very
much urie the U.S. Government to enforce the provisions in Article
2009 of the Canadian FTA,

Mr. Newquist, we are not neglecting you.

Mr. NEWQUIST. Mr. Chairman, could 1 do one thing, though, with
gour permission, that I failed to do to try to get out of the way for

enator Chafee?

Senator Baucus. Sure.

Mr. NEwQUIST. I would like to introduce the other members of
the Commission that are here.

Senator BAucus. Sure. You bet.

Mr. NEwWQUIST. Vice Chairman Anne Brunsdale is sitting right
there. Commissioner Janet Nuzum, to her left,

Senator BAucus. Right.

Mr. NEwQuIST. Peter Watson. And Carol Crawford. Commis-
gioner Crawford, Commissioner Nuzum, and Commissioner Watson
all came on board in November and December. So, we have been
delighted to have them.

e have several of our key staff people, also: Lyn Schlitt, our
General Counsel, and Philip ¥(atz is my conscience on accounting
and finance matters.

Senucor Baucus. Well, thank you very much.

Mr. NEwWQUIST. Could I expand on something?

Senator BAucus. Sure.

Mr. NEWQUIST. You always get into trouble when you answer a
question that you are not asked. But Commissioner Rohr and I
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were the two commissioners that lived with the pork case, all the
way up to the extraordinary a;])..peal. And this certainly just rep-
resents my viewpoint and not the Commission’s, and I think it 1s
important that that be made very clear.

ut, having watched the process and seeing particularly the po-
litical reactions that you get in Canada to some of these disputes,
I think if the bi-national panels, and all, are that important, they
certainly would merit retired Federal judges.

And I look at this as a businessman, not as a lawyer. But, to me,
all of these trade lawyers involved in these panels is inherently a
conflict of interest.

And I think if we re-visit this thing as part of the NAFTA and
the dispute settlement mechanism, if it is worth going to a bi-na-
tional panel on, then I just believe common sense would tell you—
on the extraordinary appeal that we ended up in that case on Bork,
you do go to retire? F‘e(;:-aeral judges I would strongly urge the com-
mittee to maybe take a look at that. That is just my perception.

Senator BAaucus. Well, that is an interesting observation. Be-
cause [ think it is true that the bi-national panelists should be ba-
“~.sically interpreting the law as they see it, not bringing prejudices
and certain points of view.

‘(I;Ar.l NEwQuIsT. If it is worth doing, I suggest that level of indi-
vidual.

Senator BAucus. It is a very interesting observation. You men-
tioned that your case load this year is up compared to last year.

Mr. NEwQUIST. No. It is really down, somewhat.

Senator BAucus. Still going d);wn.

Mr. NEwQuIST. That was as of last Friday. I am told this morn-
ing, informally, that we are now looking at a considerable amount
of cases that have just come to our notice. Obviously the steel thing

is still hanging out there.

Senator BAucus. Right.
Mr. NEwqQuisT. We do not know precisely what is going to hap-

pen out there. But, as I said to Senator Chafee, that is a very inex-
act art.

Senator BAucus. What happens in the steel case? Do you expect
a lot of actions filed? Is that what you expect?

Iir. NEwQUIST. You have to anticipate that we could have mul-
tiple cases and multiple countries. But, once again, you are not
going to staff up for that peak. We are a little bit like—maybe an
electric utility is better than the funeral director. You have got to
have some spinning reserve, but a lot of that is fixed overhead. But
I am confident that we have the manpower to handle it. It is going
to involve just hard work.

Senator BAucus. Could you expand a little bit on what role the
ITC could play, following on the recommendation of the Council on
Competitiveness? What areas might the ITC follow-up on? That is,
what contributions might the ITC make?

Mr. NEwQuisT. Well, I am convinced, Mr. Chairman, that there
is a genuine contribution that can be made. I think many of the
skills and talents that are embodied in the existing staff that we
have probably can do the job that Fred’s Commission envisioned.

What we are looking at internally right now is, how do you bring
the skills and talents that we have to bear on the problem}?' My per-
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sonal prejudices tell me that I think it may involve reorganization,
perhaps, of our organization.

To my knowledge, we have been operating under an existing or-
ganization for over 10 years. I have asked Commissioner Janet
Nuzum and Commissioner Peter Watson, to chair a committee, to
really look at the overall organization of the Commission. I think
any organization needs to be re-visited periodically.

° Senator BAucus. And this is in reaction to the GAO report. Is
that right?

Mr. NEwQuisT. No. It was really just when I took over as Chair-
man, I thought, whether you are in a business or government, if
you have been operating under a static organization for an ex-
tended time period, it is good to take a look back and see what
your objectives are, and does the organization fit that.

But, since that time, I think all of these things are going to go
toward the question of how can we best serve our clients. Obvi-
ouslir what our clients want is going to be the driving force. That
would be the Finance Committee, the Ways and Means Committee,
and the USTR.

I am convinced we have the talent and the skills. But the Com-
mission may need to be reorganized to be able to address it. I think
we are %:)ing to continue to be very good at identifying the prob-
lems. I think the solution, obviously, 1s going to always lie here in
the Congress.

Senator BAUCUS. Are you then su%fsting more Section 332 re-
ports, requests of the ITC, and items like that?

Mr. NEwQUIST. I think it conceivably could be. But I think what
we are going to have to do, is with our staff working with the staffs
of this committee the Ways and Means Committee, and with
USTR, we are going to have to decide what it is that our clients
want us to do.

I think we have the capability of virtually doing anything that
our clients want. But I think it is going to be very important that
we all should be, for want of a better word, singing out of the same

hymn book.
Senator BAucus. So, again, the misgsion of this committee is more

precisely what?

Mr. NEwQuIST. The mission of the committee that Commissioner
Nuzum and Commissioner Watson are serving on, is to look at our
internal organization. Your internal organization obviously should
chan%e as your objectives change.

And I think what I see on the horizon is a service that we can
provide, assuming it can be worked out with our clients as to how
we can play a role in this innocuous competitiveness game, which

I think is a real, meaningful service.
But, once again, it is going to have to be something that all of

the parties come to some type of consensus on.

Se?nator Baucus. When do you think you might finigsh up that re-
port
Mr. NeEwQuisT. I would like to do it very, very promptly. I made
a commitment to the Chairman of our Appropriations Sub-
committee committee in the House. Because that Committee, in
fact, wanted to know what we were going to do about the competi-
tiveness issue. And I committed to go back, take a look at it inter-
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nally. And, if there is something that needs to be done, we will look
at a self-initiated 332 to try to define what our role is.

Failing that, I will get back to that committee. Then they can re-
quest Ways and Means or Finance to ask us to do it. But I am
hopeful that we can get some sense of direction here in the next
30 days where we can be back with the committees and hopefully
have some type of a road map to move forward on it. I think it is
vexsy important,

enator BAucus. I very much appreciate that. You are right. I
would not use the word innocuous competitiveness, actually. It is
very potent. It is a big problem.

Mr. NEWQUIST. It 1s.

Senator BAucus. It is a little big vague, though.

Mr. NEwQUIST. It is vague.

Senator BAucus. It is confused. It is hard to get a handle on. But

each of us in our various capacities has no choice but to try to take
84l stab at it. Because after awhile I think the picture will be more
clear.
It is like {;oing down a road: you do not know what is around the
corner until you get there. So, we have to take one step at a time.
Then we wil{ be able to more clearly see the solution or the final
objective here,

What about that GAO report? As I understand it, the report out-
lines certain organizational problems at the ITC.

Mr. NEwQUIST. I think the report was finalized sometime ago,
the last time I remember looking at it is when Commissioner
Lodwick, a Republican who is now gone, and Commissioner Rohr
and I wrote a commentary that went with the report,

I guess my comment, Mr. Chairman, in lay terms, is I don’t think
it'’s broke, so it doesn't need fixing. Which will prof)ably put me in
somewhat of a disagreement with the report.

I think we have a very unique institution, in many ways. You
must recognize the uniqueness and the independence, and a sense
that we have, thanks to a fellow by the name of Russell Long, who
ensured our independence in a couple of different and very mean-
in%ful ways.

ou have got a Commission that is evenly divided; three Repub-
licans, three Democrats. You have a Chairman who changes every
2 years, by law, hoKefully, under the statute.

I guess if you take the GAO report, what it basically says is you
need an administrative czar. I do not believe that. 1 believe all six
commissioners are just as equal as the other.

I do not think you can separate administration from substance.
We are a small group. We have got an enormous amount of skilled,
talented people.

Each commissioner has the opportunity to really get to know the
work force and participate in the process. And to me, you have lit-
erally got to work together as a group. And I include in that group
the staff, as well as the Commissioners.

So, to really try to set one person out to literally have to be able
to dictate things, I do not think, is the way to run the railroad. I
think it is a unique organization, and we need to work together.
I think that is entirely possible under the law as it exists right

now.
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Senator BAucuSs, You are probably happy that your budget does
not go through OMB,

Mr. NEWQUIST. It does not bother me any.

Senator BAucUS. On the other hand, what assurance does the
public have, since your bud%et does not go throu%h OMB review,
that it ?is suﬂicientgr streamlined and a lot of the fat and waste is
cut out

Mr. NEwquist. Well, first of all, I think I speak for my col-
leagues on this—every member of the Commission studied this
budget. There are no automatic increases. It goes through an enor-
mous internal review.

And I think, just because we do not have the OMB scrutiny, we
would not want to personally embarrass either one of our authoriz-
ing committees. The fact is that I think you can have pretty good
confidence, as well as the American people, that we are trying to
get the absolute best bang for the buck. I do not think that OMB
scrutiny would make that much of a difference.

But I think Senator Long had a very good idea when our budget
does not go to OMB, in the same way that the Justice Department
does not represent us, if our case goes up on appeal. It gives us an
opf)ortunity to retain that independence.

hate to use the words “trust us”—and I think I could have my
budget manager go through the internal process—but I think you
can have confidence that when we ask for something there is going
to be a real good justification that it is needed.

Senator BAucus. I think Senator Long did have a good idea. In
fact, when I was earlier asking questions about turn over and num-
ber of staff, Senator Long came to my mind.

I can remember, I was sitting over there many years ago and
Senator Long was asking questions and making a statement. He
was just very concerned that there is just a lot more expertise
among other countries’ trade negotiations than there is among
ours.

I think that observation is somewhat dated. I think w2 now have
very high professional standards and a very competent team. I still,
however, am concerned about turn over.

And I am somewhat concerned that, even though it has pro-
gressed very significantly, that the intensity in trade matters of
other countries—I remember the Canadians, negotiating the FTA,
the intensity of the other side was fierce.

That is not to say ours was not strong, hbut I do tend to think
that the intensity and commitment of trade negotiators on the
team of other countries may be even a little more intense than

ours.
And I just want to make sure that we do better, and that is why

I asked those questions.

Thank you very much. I have no more questions. I thank you for
taking the time.

Mr. Nz:wQuiIsT. Thank you, Mr. Chairman,

Senator BaAucus. The committee is adjourned.

[Whereupon, the hearing was concluded at 11:02 a.m.]






APPENDIX

ADDITIONAL MATERIAL SUBMITTED

{SUBMITTED BY SENATOR LLOYD BENTSEN]

BUDGET AUTHORIZATIONS FOR THE OPPICE OF THE U.8. TRADE
REPRESENTATIVE AND THE U.8., INTERNATIONAL TRADE COMMISSION

(Prepared by the staff of the Senate Committee on FPinance)

Thursday, June 11, 1992

This paper provides background information on the FY
1993-1994 budget requests of the Office of the U.S. Trade
Representative (USTR) and the U.S. Interrational Trade Commisision
(ITC). Both agencies sent detailed supporting documents to each
Member's office prior to the April 6 International Trade
Subcommittee hearing on their authorizations. Those documents
are also available in the Finance Committee. :

A.  USTR

USTR requests $21,697,000 for FY 1993, $1,297,000 (6.4
percent) more than the FY 1992 appropriation of $20,400,000.

(The USTR budget authorization for FY 1992 was $21,077,000.)

The main increases in the FY 1993 funding request are
$459,000 for personnel costs, including for two additional
positions (increasing the number of full-time positions from 160
to 162): the first a new director of investment to coordinate
all investment issues within USTR, and the other USTR's first
official dedicated exclusively to the relationship between trade
and environmental issues. (To fill this post, Sanford Gaines was
named Deputy Assistant USTR for Environment on April 10:; the
Director of Investment position is expected to be filled in the

near future.)

Other FY 1993 dpst increases include data grocessing
and other services costs (up $387,000) and increased rental
payments in both Washington and Geneva. (The cost of the
washington office space will rise $108,000 (8.4 percent) and that
of Geneva will increase $20,000 (2.9 percent).) In addition,
USTR seeks an additional $100,000 (from $500,000 ta $600,000) for
U.S. dispute settlement panelist expenses under Chapter 19 of the
U.S.-Canada free trade agreement. These increases are partially
offset by reduced expenses for equipment purchases, rental of
computer equipment, and printing and reproduction (totaling

$362,000).

The FY 1994 budget request is for $22,435,000, an

of $738,000 over the FY 1993 request. (This 3.4 percent
increase is what the Office of Management and Budget (OMB) allows
based on the expected inflation rate.) It includes increases
over the FY 1993 request of $476,000 for personnel compensation

and $68,000 for space rental in Washington.

increase

(26)



B. IIC

The ITC's budget submission for FY 1993 requests
$45,152,000, an increase of $2,718,000 (6.4 percent) over the FY
1992 appropriaticn of $42,434,000. The submission further
requests $49,673,000 for FY 1994, an increase of 10 percent
beyond the FY 1993 request level. (The FY 1992 budget

izat for the ITC was $44,052,000, and the FY 1991
authorization was $41,170,000.) The ITC's request would enable
it to fund 472 of the 502 permanent positions authorized by

congress.

The main increases in funding in FY 1993 are $1,876,000
in higher compensation and benefits (covering salary increases
and increased retirement codts), $372,000 more for the rental of
space, and $300,000 more for equipment replacement expenses. The
ITC request forecasts an additional $3,653,000 in compensation
and benefits expenses for FY 1994, of which $1,522,000 is
attributed to a "locality pay adjustment" designed to increase
the salaries of Federal Government employees based on a formula
comparing their pay to that of the private sector in the same
city. The FY 1994 request also cites a further $483,000 rise in

space rental costs.
The ITC's budget is not subject to review or control by

the Executive Branch. In an effort to preserve the ITC's
independence, by law OMB must submit the budget directly to the

Congress without any changes.

CHAIRMAN'S DPROPOSAL ON OPFPICE OF THP U.8. TRADE
REPRESENTATIVE (USTR) PY 1993 AND PY 1994 BUDGET AUTHORIZATIONS

Thursday, June 11, 1992

.

FY 1992 Appropriation: $20,400,000

FY 1993 Request: $21,697,000
FY 1993 Chairman's Proposal: $21,697,000
FY 1994 Request: $22,435,000
FY 1994 Chairman's Proposal: $22,435,000

Explanation.--The Chairman's Proposal provides the full
funding level requested by USTR for both FY 1993 and FY 1994.
The major increases in the FY 1993 request are $459,000 for
personnel costs, $387,000 for data processing and other services
costs, $128,000 for space rental costs in Washington and Geneva,
and $100,000 for U.S. dispute settlement panelist expenses under
the U.S,-Canada free trade agreement. The major increases in the
FY 1994 request are $476,000 for personnel compensation and
$68,000 for space rental in Washington,
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CHAIRMAN'S PROPOBAL ON U.8. INTERNATIONAL TRADE
COMMISSION (ITC) FY 1993 AND PY 1994 BUDGET AUTHORIZATIONS

Thursday, June 11, 1992

FY 1992 Appropriation: $42,434,000
FY 1993 Regquest: $45,152,000
FY 1993 chairman's Proposal: $45,152,000

FY 1994 Request: $49,673,000

FY 1994 Chairman's Proposal: $48,042,000

Explanation.-~The Chairman's Proposal provides the full
funding level requested by the ITC for FY 1993, an increase of
$2,718,000 (6.4 percent) over the FY 1992 appropriation. The
major increases in the FY 1993 request are $1,876,000 for
personnel compensatjon and benefits, $372,000 for space rental,

and $300,000 for equipment replacement.

The Chairman's Proposal reduces the ITC's budget
request for FY 1994 by $1,631,000. The major increase in the FY
1994 request is $3,653,000 for personnel compensation and
benefits, including $1,522,000 for a "locality pay adjustment"
intended to increase Federal Government employees' salaries based
on a formula comparing their pay to that of the private sector in
the same city. Application of this adjustment to Washington,
D.C., where all ITC employees are based, is still uncertain.

The Chairman's Proposal does not include the $1,522,000

requested to cover the locality pay adjustment. The Chairman's
proposal also reduces the ITC's FY 1994 request by an additional
$109,000. This limits the increase for FY 1994 to the same 6.4

percent increase authorized for FY 1993,
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The Honorable
Don E. Newquist

Chairman
U.S. International Trade Commission

500 "E" Street, S.W.
Washington, D.C. 20436

Dear Mr. Chairman:

Global competitiveness of key U.S. industries continues
to be of concern and interest to the U.S. Congress. Therefore,
the Senate Committee on Finance requests the U.S. International
Trade Commission to undertake three additional studies assessing
the global competitiveness of advanced technolagy industries as
follow-on studies to the three competitive assessments provided
to the Committee during September-October 1991. As noted in the
Committee's initial request, providing to tk- Senate on an ongoing
basis impartial and detailed information on the competitiveness of
advanced technology industries is a logical extension of the
Commission's investigatory role in trade matt:rs.

We approve the Commission's recommendation that the next
three studies focus on the U.S. cellular communication, aircraft,
and computer industries, and that they be carried out pursuant to
sections 332(b), 332(d), and 332(g) of the Tarirf Act of 1930.

The reports on these three industries should include factors found
by the Commission to be relevant to the global competitiveness of
these industries as they are considered singly. Such factors may
include, but are not limited to, government policies, regulatory
and trade impediments, and research and development financing and
expenditures. In the aircraft study, the Committee expects the
Commission to address the iSsues of competition in civil aircraft
from the Airbus consortium and the proposed acquisition of U.S
aerospace technologies and manufacturers by foreign interests.

The Commission is requested to complete the first of
these three studies within 12 months, and to conclude the
remaining two at three-month intervals thereafter.

Sincerely,

Lloyd Bentsen
Chairnan
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Longress of the Tnited tates
Waxhington, BE 20518

The Honorable
Don E. Newquist

Chairman
U.S8. International Trade Commission

500 “E" Street, S.W.
Washington, D.C. 20436

Dear Mr. Chairman:

The House Committee on Ways and Means and the Senate
Committee on Finance are concerned about certain developments
in 1991 under the Canadian National Tripartite Stabilization
Program (NTSP) that are alleged to have had a significant
impact on the U.S. cattle and beef sactors and may affect these
sactors in the future. We have reviewed the Commission's
report on Investigation No. 332-241, entitled "The Competitive
Position of canadian Live Cattle and Beef in U.S. Markets,"
completed in 1987, which was jinstituted pursuant to a request
by the Committee on Finance. An updated version of that report
?enerally covering 1987-1991, and 1992 as available, is needed
n view of the changes made in, and payments made under, the
NTSP in 1991.

Accordingly, we request that the U.S. International
Trade Commission conduct an investigation under section 332(g)
of the Tariff Act of 1930 (19 U.S.C. 1332(g)j, for the purposes
of providing, to the extent possible, the following:

An updated profile of the U.S. and Canadian
live cattle and beef sectors in terms of factors
such as production levels and trends, markets,

and production cycles.
A discussion of trade in live cattle and beef

(2)
between the United States and Canada and the
raegional distribution of U.S.-Canadian trade.

(1)

(3) A discussion of trade in live cattle and beef
between the United States and other countries.

(¢) A discussion of Federal, State, and Provincial
Government assistance programs that are
available to the cattle and beef sectors,
including the NTSP and payments thereunder.

(5) A discussion of other factors having a
significant bearing on competitive conditions

and trade.

) The Commission should report the results of the
investigation within seven months of recaipt of this letter.

Thank you for your attention to this request.

Sincerely,

Lloyd Bentsen

Dan Rostenkowski
Chairman

Chairman
Committee on Ways and Means Committee on Finance
U.S. House of Representatives U.S. Senate

57-386 0 -~ 92 - 3
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PREPARED STATEMENT OF GARY EDsON

Mr. Chairman: I appreciate your invitation to a&::ar before you to present the
budget authorization request for the Office of United States Trade Rep-

resentative.
In past years you have strongly supported USTR's mission to open markets and

expand trade throughout the world. Your continued support remains critical to
America's continued economic prosperity.

TWO-YEAR AUTHORIZATION REQUEST

This request seeks a 2-year authorization. The requested level for fiscal year 1993
is $21,697,000. The requested level for fiscal year 1994 is $22,436,000. For each of
the fiscal years 1993 and 1994, the representation allowance level remains at the
current amount of $98,000. For each fiscal year we propose to maintain the no-year

spending authority of $2,600,000.
FISCAL YEAR 1008 REQI/EST LEVEL

The Office of the United States Trade Representative has a big mission. It is a
ruission which we tackle with real enthusiasm and esprit de corps. We take on our
responsibilities with, by Federal government standards, a small staff—162 fulltime

uivalent positions and a budget of about $20 million. We also draw on the support
of other agencies, departments, as well as students and interns. Our budget con-
tains almost no &iacretionary funds. In short, we really try to accomplish a great
deal with very little,

For fiscal year 1993, our request is a modest one and we have endeavored to keep
the request straightforward. We are requesting $21.7 million in budget authority.
This represents $1.3 million more than the level appropriated last year ($20.4 mil-

lion)

In fiscal year 1992, our estimated obligation level is $21.4 million including reim-
bursements and funds carried forward from fiscal ﬁ'ear 1991, Our projected obliga-
tions for fiscal year 1993 are estimated at $22.0 million. This represents an increase
of $ 0.6 million (3%). The change from fiscal year 1992 to fiscal year 1993 involves
several increased costs offset by reductions in a few areas.

We face increases in several areas:

—the annualization of the January 1992 pay increase, the projected January 1993
general pay increase and the funding for 2 additional . Personnel costs are
expecteJ to increase by $459,000.

~Travel and transportation costs are expected to increase by $34,000.

—space costs will increase by $128,000.
—costs associated with support services, telecommunications, rentals, mainte-

nance, and office supplies will increase by $381,000.
—CFTA expenses will rise by $100,000.

These increases are offset by decreases in the following categories:

——EquipmenkBurchasea are projected to decrease by $262,000.
—Rental of ADP equipment 18 expected to decrease by $146,000.
—Printing expenses will decrease by $29,000.

TRADE EXPANBION

Ae you know, trade has been the engine of growth driving the U.S. economy for
the past 40 years. The U.S. economy nearly quadrupled between 1960 and 1990, but
our ex;;orta exploded an extraordinary 700 percent. Jobs related to trade grew three
times faster than overall job growth during those four decades.

Today, trade continues to be the lifeblood of the U.S. economy. From 1986 to 1990,
U.S. merchandise exports increased in real terms by about Gév percent. This export
expansion accounted for nearly one third of U.S. GDP Bfrowth over the period, and
last year merchandise exports coniributed more than half of the growth of our GNP,

Opening foreign markets and expanding exports creates jobs. The Department of
Commerce estimates that every $1 billion in exg:rta generates about 20,000 jobs.
Since 1986, 3.6 million new jobs related to merchandise exports have been created.
The growth of U.S. merchandise exports means that today 8 million American ﬁ;ba
are related to exports. Millions of other Americans owe their jobs to exports of U.S.
services, the value of which now exceeds one-third of our merchandise exports.

That's why the President has made trade one of the key planks in his program
for long-term economic growth for the United States.
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U.8. TRADE POLICY

Thus, the Administration’s trade policy remains to seize ev ty to
markets and to expand our trade opp(f:"tunitin. To lmplom:nr{ policy, wom

: \Zortl:i&g. to achieve a successful conclusion to the Uruguay Round of global
rade :

. N:?otiatlng with individual nations and groups of countries to knock down
individual or regional harriers to trade; and

¢ Employing our trade laws to create leverage to open foreign markets and dis-
courage un!!air irading practices.

“ lziet me take a few minutes to bring you up to date on some of our current ini-
atives.

URUGUAY ROUND

Overarching our bilateral and re’ﬁional initiatives are the on-going negotiations in
the Uruguay Round of the GATT. The GATT has served us well since 1947 to lower
tariffs end other barriers to trade among its 108 members. But there are areas that
GATT now does not cover: GATT rules on services, intellectual property, agriculture,
and investment are either inadequate or nonexistent.

A modernized world trading system, applied to all of the GATT members, will ex-
pand trade that will fuel greater economic growth and will assure maximum export
opportunities for U.S. %o , services, and investments.

e agreed goal is to reduce global trade barriers by a third. By our economic
calculations, a one-third reduction in tariff and non-tariff barriers (quotas) alone
weuld increase world output "IJ{\ $6 trillion over the next decade. The U.S. a{mro of
that growth is $1.2 trillion. That would be like writing a $17,000 check to every
American family of four gayable over a decade.

But the potential benefits of these talks go much further.

For the first time, the trading nations of the world could:

¢ Provide rules to frotect the intellectual property of U.S. entrepreneurs, reduc-

ing the $60 billion lost each year through t.heKo and counterfeiting;

¢ Open new markets for U.S. service firms which today export $116 billion and

create 9-out-of-10 new jobe;

¢ Expand market opportunities for international investment, a sector that

helped {;merato $240 billion of U.S. exports last year; and

¢ Establish fairer comgetition and larger markets for U.S. farmers who lead the
4

world with more than $40 billion in annual exports.

As Gvou are aware, the Uruguay Round has been struggling to reach a conclusion
for 16 months, The dispute over how agricultural trade is to he reformed has kept

the parties from brin&ng the talks to a successful end.
However, recently there have been some encouraging signs:

Last fall, GATT Director General Arthur Dunkel announced a bold plan to galva-
nize the negotiations. He ordered the chairmen of the key ne%t\:tiaﬁng g'rouglo to con-
vene immediately. Mr. Dunkel said that if they could not reac e?'reement, e would
prggose solutions for the outstanding issues in a paper he would issue by year’s end.

1 December 20 last year, he did just that, Dunkel’s draft is a highly complicated
document of more than 460 pages, covering all the issues in the Round.

Mr. Dunkel drew on a consensus of the negotiating rgou s, and where he could
not find & consensus, he filled in the blanks. The Dunkel Draft strikes a delicate
balance between the problems we see and the problems the 107 other nations per-
ceive, It representa his attempt to resolve many contentiocus issues, and is an impor-
tant milestone in the negotiations.

We must evaluate the text not against our aspirations, but against the world trad-
irﬁg system as it exists today. The question we must ask ourselves is: Are we better
off with the new rules we can achieve, or with the old system which excluded a third
of world trade?

We cannot make that determination until we complete the neg?tiations. At the
greuent time we are following through on the Dunkel workplan, which contemplates

hat we will complete the labor-intensive negotiations on market access for
and access for service providers during March, enabling the parties to initial the
agreement in April,

The delay in resolving differences on agriculture makes the April deadline in-
creasingly precarious. But, the United States is doing everything possible to push
these negotiations to a successful conclusion. We are absolutely convinced that the
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Uruguay Round is the very best means to modernize and strengthen the global trad-
ing system and to put us on the path to greater global prosperity.

BILATERAL AND N2GIONAL INITYATIVES

As we work to achieve a successful outcome of the Uruguay Round, we continue
to press for open markets in everg forum available to us.

K major opportunity close to home is our effort to negotiate a North American
Free Trade ment (NAFTA). Linking the comg‘l;gwnhry economies of Canada,
our first largest trading partner, and Mexico, our ¢t largest trading partner, with
our own would create one of the largest and richest markets in the world with 360
million producers and consumers, and $8 trillion in annual output.

Alreasy we have seen the benefits of liberalizing trade with Mexico. In 1986,
when Mexico joined the GATT and reduced its tariffs from 100 percent to a high
of 20 percent, U.S. exports to Mexico more than doubled from $12 to $28 billion.
That mbling of U.S. ex created 320,000 U.S. jobs.

Today ouyr exports to Mexico are growing twice as fast as compared with our ex-
ports to the rest of the world. Mexico currently buys fully 35 percent more per per-

son from us than does the far more affluent European Comm tﬂ'.

A North American Free Trade Agreement would not only lock in these gains, it
would create new market openings for U.S. business. Mexican tariffs are still 250
percent higher than ours. If we can bnnﬁ them down, dismantle ita import licensing,
export performance regulations, we will improve access to a market projected to
have 100 million consumers by the year 2000.

Mexico needs what we make well: Machinery and equipment of all kinds; and it
is a net importer of food.

The availability of Mexico as a factory site can also have a positive effect on U.S,
employment. For example, General Electric says that the price competitiveness of
its Mexican-made components saves or creates 4 jobs here for every job it puts in
Mexico. And, its U.S. jobs are higher-skilled, higher-wage positions (in manufactur-

ing nystems, engineering, marketing, and sales.)
ENTERPRISE FOR THE AMERICAS INITIATIVE

Without question, the NAFTA has enormous potential for the growth of our econ-
omy and the North American region, We see it as a first step in implementing the
Enterprise for the Americas Initiative which President Bush announced last year.
Hie gong-term vision is to create an hemispheric free irade area from Alaska to Ar-

entina.
¢ To that end, in the last 18 months, we have put in place framework agreements
covering 30 Latin American countries. These agreements simply set forth a set of
sound trading principles, provide for regular consultations, and set forth the first
agenda for consultations. (I might note that we entered a framework agreement
with Mexico in 1987 and look how far they and we have come since then.)

Our efforts to open markets are not limited to this hemisphere:

Japan

In Japan, we continue to remove, block by block, the barriers that exist in specific
sectors. Since President Bush took office in 1989, we have reached agreements on
satellites, supercomputers, wood products, third party radio, cellular telephones,
telecommunications terminal equipment, amorphous metuls, glass, and most re-

cently, computers. These agreements have opened up market o ﬁortunitiea of well
over $100 billion and have resulted in hundreds of millions of £) ars in new sales.

Through the Structural Impediments Initiative we have persuaded Japan to
change policies, amend laws, and spend money to remove barriers to foreign im-
ports,

Other Trade Initiatives
We are negotiating with countries throughout East Asia to open markets and to

protect our intellectual property.
In India, we are beginning to see lrrogress in reducing restrictions on investment

and increasing the protection of intellectual property.
CONTINUED SUPPORT FOR MULTILATERALISM

Some have expressed concern that the ener%y of our regional and bilateral ini-
tiatives signal a retreat from our support of the multilateral trading system that

has served us so well for four decades.
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Nothing could be further from the truth. Our goal is to reduce trade barriers
wherever and whenever we can and we have no intention of supporting an inward
looking trading bloc in this hemisphere or elsewhere,

Efforts to reduce regional or country trade barriers tear at the fabric of the world
trading system only if they result in increased barriers to the rest of the world.

In contrast, our efforts in Mexico, Latin America, Asia, seek to augment our goal:
To open global markets and to expand world trade.

CONCLUBION

Our task remains formidable. Uruguay Round and NAFTA negotiations are in
critically intensive stages: talks with Japan will continue in a number of key areas;
we have sectoral negot ations underway in steel, civil aircraft, and shipbuilding; and
we will be negotiating with our hemispheric friends on market opening agreements.
These activities represent a portion of the major elements of our mission; as I have
indicated, we are pursuing dozens of other negotiations as well.

To effectively carry out these tasks, I urge the Committee to approve our request
for a 2-year authorization covering fiscal years 1993 and 1994,

On behalf of Ambassador Hills, I again thank you and the members of the Sub-
committee for the support and advice you have provided to us in the past. We look
forward to a continued close working relationship in the future.

ResPONSES OoF GARY EDSON TO QumonsJSunmmn BY SENATOR DONALD W,
GLE, JR.

Question No. 1. Is creation of an environmental affairs staff position an acknowl-
edgment that there will be environmental fall-out from trade agreements, like the
North American Free Trade Agreement (NAFTA), which results from the disparity
between U.S, and Mexican environmental standards and enforcement?

Answer. As Ambassador Hills said in announcing the new position, Deputy Assist-
ant U, S. Trade Representative for the Environment (DAUSTR), the Administration
is committed to ensuring that U.S. trade policy takes into account legitimate envi-
ronmental concerns. The DAUSTR position was created to cover the many areas
where trade and environment issues converge. The number of these areas has been
increasing, and the fora in which the intersection of trade and environment policy
is bei scussed have increased significantly in the last 6 months. These fora in-
clude the United Nations Conference on Environment and Development (UNCED)
the Organization for Economic Cooperation and Development (OECD), the General
Agreement on Tariffs and Trade (GATT), the anization of American States
(OAS), the United Nations Conference on Trade an Development (UNCTAD), and
the World Bank. In addition to these formal discussions, the relationship between
trade and the environment has become a matter of increasing concern in our bilat-
eral and plurilateral meetings. The DAUSTR for the environment also will work
wi:il:'igxe AFTA office on environmental issues in those negotiations and parallel
ac es,

Question No. 2. When and how will the new USTR staff position for environ-
mental affairs begin to more aﬁgreuively address the environmental concerns con-
nected to the NAFTA? How will this position interact with EPA on continued envi-
ronmental efforts and discussions between the U.S. and Mexico?

Answer. USTR has already been aggressively addressing the environmental con-
cerns related to the NAFTA. For example, USTR coordinated the interagency Re-
view of U.8.—Mexico Environmental lssues, released in February, 1992. This re-
view, which focuses on the anticipated environmental consequences of the NAFTA,
is the most comprehensive review ever of environmental issues surrounding a trade
agreement. The new DAUSTR for the environment, who began work at USTR on
April 27, 1992, will use the review as a reference point for assessing potential envi-
ronmental concerns in the NAFTA negutiations and will work with the NAFTA ne-
%otiatin&team on the sections of the NAFTA text itself that affect the environment.

inally, he will be the chief liaison with the Environmental Protection Agency (EPA)
on their ongoing efforts with Mexico with respect to the border plan and enhance-
ment of environmental enforcement capabilitsr.

Question No. 3. The continued violation of U.S, intellectual property rights (IPR)
has resulted in proposals by U.S. induuhc'{ to enhance USTR's current efforts and
resources in JPR enforcement. Is USTR addressing this request and, if so, how will
its resources be apportioned to do so?

Answer. Substantial USTR resources have been and continue to be devoted to ad-
vancing the interests of U.S. industries in the area of intellectual property. As many
as thirty people on our staff devote significant portions of their time to these issues,
and three members of our staff are assigned almost exclusively to IP. We continue
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to obtain good results through both bilateral and multilateral negotlai:iomsi th&ugh
n these

in some instances our pro?"eu has not been as rapid as we would like.

instances, the impediment has never been a shortage of staff resources, but rather

the many other factors that influence negotiations. We regularly review our ataff as-
ted to are insufficient to attain

signments, and if we find that the resources devo
the results we desire, we will take prompt action to address the problem.

Attachment,
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GENERAL STATEMENT

e mission of the Office of the United States

That mission is the development, coordination,
negotiation and overall management of U.S. trade policy on behalf of the President.

In FY 1993, USTR will require $21,697,000 in budget authority and 162 full-time equivalent
(FTE) positions. This request is $1,297,000 and two FTE higher than the amount provided
in the FY 1992 appropriation. USTR projects its FY 1993 obligation level at $22,020,000,
which represents an increase of $646,000 above the FY 1992 level.

United States trade policy aims to ensure that foreign markets that are open gtay open,
and markets that are closed are opened to competitive U.S. exporters and investors. By
opening markets and allowing trade to expand according to free choice, not government

intervention, we can guarantee economic success, long-term growth, and more and better

jobs for the citizens of the United States.

This request provides funds to support th
Trade Representative (USTR) in FY 1993,

U.S. exports had another banner year in 1991, growing almost $30 billion to nearly $400
billion. These gains are not confined to a single sector. Exports of U.S. capital

goods -- medical equipment, oil field equipment, telecommunications, computers -- have
grown 40% in the last three years; consumer goods exports are up 56%, and exports of
industrial supplies are up 27%. The trade deficit (exports minus imports) has been cut in
half since 1988, and that is without taking account of gains for U.S. service providers
(banks, insurers, engineers), a sector in which we run a hefty trade surplus.

The bottom line: increasing our sales abroad increases our prosperity at home. U.S.
manufacturers and service providers are competitive in the international marketplace,

provided they are given the opportunity to sell.

while we are proud of our expanding exports, our work is not done. U.S. goods and
services still face many barriers around the world, from prohibitions on providing
financial services to collusive corporate business practices to inadequate protection of



our copyrighted films and patented pharmaceuticals.
international market, more barriers to trade seem to be uncovered too.

And as more U.S. firms discover the
Access to foreign

markets must be maintained and expanded lest exports -- this vital engine of growth --
sputter or stall.

To accomplish this, the Administration has for the past three years deployed a three-
pronged trade strategy to open markets by:

(o]

Working to achieve a successful conclusion of the Uruguay Round of global trade
talks, held under the auspices of the General Agreement on Tariffs and Trade (GATT).

Launching broad-based market-opening negotiations with our key trading partners; and

Using the strength of our domestic market to open specific sectors in foreign
markets;

Implementation of these strategies has led to numerous succcsses:

o

in North Amerijca, we have made tremendous progress toward achieving a free trade
agreement with our neighbors, Mexico and Canada, since negotiations began last June.
We now have a consolidated text covering all of the major areas, and will press ahead
aggressively in 1992. The benefits of this agreement could be tremendous ~- Canada
and Mexico are our first and third largest trading partners, respectively, accounting

for over $100 billion in U.S. exports.

In Japan, we will continue to remove, block by block, the barriers that exist in
specific sectors. Since President Bush took office in 1989, we have reached
agreements on satellites, supercomputers, wood products, third party radio, cellular
telephones, telecommunications terminal equipment, amorphous metals, glass, and most
recently, computers. These agreements have opened up billions of dollars of new
opportunities, resulting in hundreds of millions of dollars in new sales. We also
intend to build on the Structural Impediments Initiative and to work with the
Government of Japan to break the exclusive procurement practices of Japan’s

corporations and keiretsu,

In chipa, we want to complement our recent agreement on intellectual property rights
(IPR) with an agreement removing other barriers to trade and investment. More



broadly, the Administration will continue to search for ways to improve access to the
markets of the -- a region of great opportunity and growth potential.

o In South and Central America, we intend to build on the Caribbean Basin Initiative,

the Andean Trade Preference Act, and most importantly, the President’s Enterprise for
the Americas Initiative, which has as its ultimate goal a free trade zone from Alaska

to Argentina.

o In Easterp Europe, we have signed trade, investment, and intellectual property
agreements to support both political stability and economic opportunity. With the
European Community, we will continue to press to reduce unfair government subsidies
to farmers and industry, in addition to seeking other means of expanding our $200

billion trade relationship.

Overarching these bilateral and regional initiatives are the on-going negotiations in the
Uruguay Round of the GATT. The GATT has served well since 1947 to lower tariffs and other
barriers to trade among its 108 members. But it needs an overhaul. At present, GATT’s
rules on services, intellectual property, agriculture, and investment are either

inadequate or nonexistent.

A modernized world trading system, applied to all of the GATT Members, will spread the
benefits of expanded trade. It will assure maximum export opportunities for U.S. goods,
services, and investments, and will help to ensure that regional trading blocs do not

undercut or stifle global trade.

The Uruguay Round is already one year past deadline. There is now a draft Final Act on
the table, but it is missing key components, such as the final schedule of commitments
from countries to lower tariff and non-tariff barriers and to increase access in banking,
insurance, professional services and other service areas. We will be working hard during
early 1992 to complete the outstanding market access negotiations, and to review other

important parts of the draft Final Act text,

Trade creates growth, jobs, and mutual prosperity. Open markets will help emerging
democracies in Eastern Europe and Africa make the difficult transition from centrally-
planned regimes to market-driven economies. Expanding trade will give nations the
resources to deal with this generation’s problems: environmental degradation, nu.cotics

production, inadequate housing, and insufficient employment.



Expanding the opportunities for U.S. firms and individuals to provide goods and services
overseas remains the cornerstone of the Administration trade policy. It is also a key

part of our long-term growth policy, since open markets and increasing exports pay off in
economic growth and jobs here at home. In fact, since 1988, exports have grown almost $90

billion, generating an estimated 1.8 million new export-related jobs.

Finally, we will see the undertaking of new work for USTR and other agencies on the
environment and on health and safety standards. As the world becomes more interdependent,
we need to find mechanisms that allow nations to adopt standards to safegquard the public

and the common good but with due regard for other nations’ rights.

FY 1993 BUDGET JUSTIFICATION

APPROPRIATION LANGUAGE
&
For necessary expenses of the Office of the United
States Trade Representative, including the hire of
passenger motor vehicles and the employment of experts
and consultants as authorized by 5 U.S.C. 3109,
{$20,400,000) $21,697,000 of which $2,500,000 shall
remain available until expended: Provided, That not to
exceed($98,000)$98,000 shall be available for official
reception and representation expenses. (Departments of
Commerce, Justice, and State, the Judiciary, and Related
Agencies Appropriation Act, 1992.)



summary of FY 1993 Budget hequest

92-93

1991 1992 1993 Change

Appropriation Request $20,000 $20,400 $21,697 +$1,297
Obligation Authority 20,521 21,374 22,020 +646
FTE 160 160 162 +2
FTE Overtime . 4 4 4 —_—

l64 164 166 +2



PROGRAM AND FINANCING

(in thousands of dollars)

Program by Activities:
1991
Actual
Trade coordination and negotiation 17,096
Geneva trade negotiations 2,528
350

CFTA panelist expenses

Total direct program 19,974

Reimbursable Programs 547
Total Obligations 20,521
Financing:
Unobligated Balance Available, start

of year ~-539
Unobligated Balance Available, end

of year 553

12

Unobligated Balance expiring

Budget Authority (gross) 20,547

1992 1993
Estimate Estimate
17,870 18,539
2,583 2,558

500 600
20,953 21,697
421 323
21,374 22,020
-553 0

0 0

0 0

20,821

20,020



PROGRAM AND FINANCE(continued)

1991 1992 1993
Actual Estimate Estimate
Budget Authority:
Current-
Appropriation 20,000 20,400 21,697
Permanent-
Spending authority from
offsetting collections (new) 547 421 323
Relation of obligations to outlays: ’
Total obligations 20,521 21,374 22,020
Obligated balance, SOY 1,617 1,293 1,724
Obligated balance, EOY -1,293 ~1,724 ~-1,739
oOutlays (gross) 20,845 20,943 22,005
Adjustments to Budget Authority and Outlays:
Deduction: offsetting Federal Funds -547 -421 -323
Budget Authority (net) 20,000 20,400 21,697
20,298 20,522 21,682

Outlays (net) '

|44



SUMMARY OF OBLIGATIONS BY OBJECT CLASSIFICATIONS

(in thousands of dollars)

Personnel Compensation

Full-Time Permanent (FTP)

Other than FTP

Other Personnel Compensation
Special Personal Service
Payments

Total Personnel Comp.

Personnel Benefits: Civilian

Travel and Transportation of
Persons

Transportation of Things

Rent - GSA

Rent - Other

Communications, Utilities, and
Miscellaneous

Printing and Reproduction

other Services

Supplies and Materials
Equipment

Total Obligations

1991
Actual

9,098
163
399

9,872

2,043

1,713
105
1,214
763

1,352
183
2,141
285

20,521

1992

Estimate

9,926
206
420

10,772

2,177
1,748

1,288
678

1,376
205
2,154
246

21,374

1993
Estimate

10,311
200
386

11,117

2,291
1,770

1,396
698

1,325
176
2,503
284
— 368

22,020

c

92-9
an

385

114
22

lo8
20

~51
-29
349

38

-282
646

3
e

(44



FY 1993 BUDGET REQUEST
SUMMARY OF FINANCIAL CHANGES

21,374,000

FY 1993 Estimated Obligations 22,020,000
+646,000

FY 1992 Estimated Obligations

rease o [o} ] om _1992-1

To provide funding for two additional

FTE, the annualization of January 1992

pay raise, the January 1993 pay raise,

periodic/merit pay increases; offset

by one less day of pay. To provide funding

for benefit costs associated with increased

compensation costs. ittt erece et 459,000

To provide increased travel and transportation

funds related to ongoing bilateral negotiatiocns,
rising costs and reassignments partially offset
by reduced activity involving the Uruguay Round

and NAFTA. ettt e e 34,000
To provide necessary funds to cover increased
space rental payments to GSA for Washington
and for Geneva rental payments. B 128,000
To cover increased telephone and rental costs
offset by decreased computer equipment rental

Ceresasas e -51,000

DR R A I Y

costs,

4



For decreased costs associated with printing
and reproduction activities,

To cover other services cost increases
in the areas of ADP and general maintenance,
CFTA and FAAS.

To cover increased costs associated with
office and ADP supplies and subscriptions.

For reduced equipment purchases.

Total change in FY 1993 versus FY 1992

« e s

Budget

------------

T e v e

=-29,000

349,000

38,000

=282,000
+646,000

by



OBJECT CLASS BUMMARY

Personnel Costs
. 1991 1992 1993
Compensation $ 9,872,000 $10,772,000 $11,117,000
Benetits —$.,043,000 2,177,000 2,491,000
$11,915,000 $12,949,000 $13,408,000

The major

“ersonnel costs are projected to rise by $459,000 from FY 1992 to FY 1993,
the

;ategories impacting costs are: the annualization ot the January 1992 pay raise;
January 1993 feneral pay raise; other increases associated with WGI/GM, ana overt:ime; two
idditionai FTE; plus rising bhenetits <osts assoclated with the above items, . ttset vy one

iess day cf pay.

gquesting two additional FTEs in order to fill on a permanent basis the following

USTR is re
Director ot Investment and a position to staff environmental issues.

positions:

fhe Director of Investment position will have as (ts principal duties to cnair the Trade
Folicy Svatf Committee Investment Subcommittee’s meetings, to support the U.s. negotiator
for ~he Trade-related ![nvestment Measures (TRIMS) negotiations in the Generai Agreement on
Taritfs and Trade (GATT), to serve as USTR lialson to the Overseas Private Investment
Corporation, to prepare investment policy papers for the Trade Policy Review Group, and to
rianage the Bilateral Investment (BIT) program, as well as chair U,S. negotiating teams.

'he environmental attairs staff position has been tilled anpually on a non-reimbursable
nasis.,  Increasingly, environmental issues have become more critical elements during
wegotiations., We have determined that there {s a need to provide a more stable level of

wApertise .n this cruclal area at USTR.

1 4



Travel

Travel costs are expected to rise by $22,000,
rising travel costs, partially offset by fewer trips in FY 1993. The FY 1993 higher

request assumes that the Uruguay Round and NAFTA activities will be completed, Also there
will be a reduction in the number of home leave trips from FY 1992 to FY 1993,

Trangportatjon
Transportation costs are projected to increase by $12,000. This budget increase is based
on increased reassignment transportation costs offset by a reduction in the shipment of

goods,

This is a net increase resulting from

Communica s tilities U

RCU costs are expected to increase by a net of $77,000. USTR faces a substantial 8.4
percent increase in the cost of its Washington office space (+$108,000). This is based on
information provided by GSA. Geneva also projects that its space costs will increase in
FY 1993 (+$20,000). 1In addition, the estimated impact of inflation on telecommunications,
postage, rentals and security services costs is projected to increase in FY 1993
(+$94,000). These increases are offset by reduced rental payments to Design Data, a
computer support contractor, for the Data General equipment. At the end of the first
quarter of FY 1993, USTR will complete its lease-to-ownership agreement. Design Data

costs are expected to decrease in FY 1993 (-$145,000).

Printing
Costs are estimated at $176,000, a decrease of $29,000 from FY 1992,
projected due to inflation and Federal Register printing (+$20,000).
be offset by decreased programmatic printing requirements (-$49,000).

Increased costs are
These increases will

-

>
(-]



Other Services

USTR projects its Other Services requirements at $2,503,000, an increase of $349,000.

A portion of the USTR request, $600,000, will pay for the costs of the dispute settlement
procedures under Chapter 19 of CFTA. This program is administered through a binational
secretariat, the U.S. section of which is located within the Department of Commerce. The
Commerce Department develops the budget estimates and disburses the funds necessary to
cover dispute settlement costs. Under Chapter 19 provisions, all dispute cases must be
heard and evaluated. The FY 1992 projection is that $500,000 will be necessary for the
adjudication of these disputes. The estimated FY 1993 increase is $100,000. Expenses in
FY 1991 were $350,000. The other major increases are projected for FAAS ($30,000), Data
Base conversions ($60,000), ADP maintenance ($67,000), as well as inflation-driven
increases for maintenance and general services (!392,000).

Supplies

Supply and material (general and ADP) costs are projected at $284,000. This represents an
increase of $38,000, Costs of all categories of supplies, and especially subscriptions,
are expected to rise as a result of inflation and increased need for additional ADP

supplies.
Equipment

USTR expects to reduce equipment expenses from $650,000 in FY 1992 to $368,000 in FY 1993,
This decrease of $282,000 results primarily from the completion of the Local Area Network
(LAN). FY 1992 LAN installation costs are estimated at $535,000. In FY 1993 we will need
$200,000 for computer related purchases. This represents a decrease of $335,000 in
computer expenses. Additionally, USTR projects its non-computer equipment and general
office equipment needs at $168,000. These funds will be used to replace cable processing
equipment, aging printers, safes, and miscellaneous office equipment.

Ly



OFFICE OF THE U.8. TRADE REPRESENTATIVE
FULL-TIME PERMANENT POSITIONS BY GRADE LEVEL
FY 1991-1993

Executive Level I....... e ettt 1
Executive Level IIl.....cvtivnveneenns et e 3

F o] 11«3 of = ) o - 1 S N 4
B =6t v tsosvrtnonsnorrossossnsoscasososssasrssasnsnsnssons 14
ES =5t vttt totennasnoosassssanorsnaronssasssssanensons 3
ES =4y st enoosnensnssranssansosssssansnsosasosnnsas 2
ES =3t veeersosssnnsnonsssssssesnsoataseronsssoansnne 3
BSOS =2 v vstioosovnantassssssasasnsssenssssonnansnsnnss 2
ES=l, v eeervsosensentonssnnsnosonsasuna NN RN 4

£ 1T} o] o o 0 28
GS=15 . v vrvvinororacssnsossossosossnsns ceeasen s 43
GS=1d i it ittt nsotenasessssnssnssssressnrstssananssne 17
[ > L S beresesers e . 11
GO=12 ittt tntenenossnsesoonsossonsossssssnssssanesn 6
[ T T T A 5
GE=10 . o et vavosstosonnasnsossssnssstvssnssssnssesnn 5
GO =0 s v st vt enotnstrsassssosssossssssnassssosononsos 21
GG =8 v st snenssnssnsenntsontasssarossassnssnsonnnnss 9
G =7 et veesntonssontosassensasenssnssssasassanns e 4
G ™6 e o venesartnesoostononenisasssaasesansosnosvssa 2
G =5 eereersniroanersnsonannssnas et e ettt 2

Subtotal...cveierviriiinnrinnnnsnnn ce e 125

UNGRADED . . v vt v vt s s st naveosonsosavasssas Ceae e 3
Total, allocated permanent positions............ 160
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RGANJIZATIONA R

The Office of the U.S. Trade Representative is responsible for developing and coordinating
U.S. international trade, commodity, and direct investment policy, and leading or
directing negotiations with other countries on such matters. The U.S. Trade
Representative- is a Cabinet member who acts as the principal trade advisor, negotiator,
and spokesperson for the President on trade and related investment matters. Through an
interagency structure, the USTR coordinates trade policy, resolves agency disagreements,
and frames issues for Presidential decision. The USTR, her deputies in Washington and
Geneva, the Chief Textile Negotiator, and the Uruguay Round Coordinator, hold the rank of
Ambassador. "“USTR" refers both to the agency and to the agency head, the U.S. Trade
Representative. There are two offices, one in Washington, D.C. and on other in Geneva,

Switzerland.

The agency provides trade policy leadership and negotiating expertise in its major areas
of responsibility. Among these are the following: all matters within the General
Agreement of Tariffs and Trade (GATT) including implementation of the 1979 Multilateral
Trade Negotiations (MTN) Agreements; trade, commodity, and direct investment matters dealt
with by international institutions such as the Organization for Economic Cooperation and
Development (OECD) and the United Nations Conference on Trade Development (UNCTAD); export
expansion policy; East-West trade; industrial and services trade policy; international
commodity agreements and policy; bilateral and multilateral trade and investment issues;
trade-related intellectual property protection issues; and import policy. The agency is
organized to accommodate sectoral, regional, and functional policy perspectives which are
integrated into the decision-making process, and coordinated externally with government

agencies, the private sector, and foreign entities.

Interagency coordination is accomplished by the agency through the Trade Policy Review
Group (TPRG) and the Trade Policy Staff Committee (TPSC). The TPSC is the first line
operating group with representation by senior officials. . It is supported by 42
subcommittees and various task forces which are responsible for specialized areas and
several task forces that deal with particular issues, If Cabinet-level review is needed,
TPRG options are presented by the USTR to the Economic Policy Council, which is chaired by

the President.

The trade reorganization of 1979 also provided for a Trade Negotiating Committee (TNC)
within the Trade Policy Committee structure. This Committee is chaired by the USTR and
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membership includes the Secretaries of State, Treasury, Agriculture, Commerce, and Labor.

The USTR also serves as Vice Chairman of the Overseas Private Investment Corporation
(OPIC), is a non-voting member of the Export-Import Bank, and a member of the National
Advisory Committee on International Monetary and Financial Policies. There are several
significant trade and related policy areas not handled by the USTR but which are followed
closely by the staff: specifically, export financing, export controls, multilateral
development bank lending, international fisheries, aviation and maritime policies.

The agency also has administrative responsibility for the Generalized System of
Preferences (GSP) and Section 301 complaints against foreign unfair trade practices, as
well as Section 337 and import relief cases under Section 201. The Omnibus Trade and
Competitiveness Act of 1988 (Trade Act of 1988) transferred authority to the USTR to take

action under Section 301, subject to the direction of the President.

The private sector plays a continuing role in trade negotiations through the mechanism of
advisory committees. This advisory process was extremely successful during the MTN.
Congress provided for continuation of the process in the Trade Agreements Act of 1979.
The committees’ role has been expanded to include advice on the operation of the MTN
Agreements, on the development and implementation of overall U.S. trade policy, and on

priorities for actions to implement such policy.

Primary objectives of the private sector advisory system are: to consult with the U.S.
government on negotiation of trade agreements, to assist in monitoring compliance with the
agreements and to provide input and advice on the development of U.S. trade policy. The
advisory system is composed of a series of Committees with differing responsibilities.
The Advisory Committee on Trade Policy and Negotiations (ACTPN), a Presidentially
appointed committee, has 45 members from representative elements of the U.S. economy with
international trade interests. Its mandate is to provide overall policy guidance on trade

issues,

At the next level are the policy advisory committees in the specific areas of industry,
agriculture, labor, defense, services, investment, and intergovernmental affairs. There
are also technical, sectoral and functional advisor committees, which are composed cof
experts from their respective fields. The Agricultural Technical Advisory Committees
(ATACs), the Industry Sector Advisory Committees (ISACs), and the Labor Sector Advisory
Subcommittees (LSACs), provide specific and technical information on problems within the

-



private sector in a range of areas affected by trade policy, such as automobiles, steel,
wheat, aircraft or poultry. In addition, functional committees have been established to
monitor certain codes of conduct negotiated during the Tokyo Round. The Industry Sector
Advisory Committees have two such functional committees: customs valuation and standards.
The Labor Advisory Committee has three such functional committees: government
procurement, standards, and unfair trade practices. Lastly, a third committee has recently

been added for intellectual property.

In the Trade Act of 1974, Congress broadened and codified the Trade Representative’s trade
policy making and negotiating functions and established close Congressional consultative,
advisory, and oversight relationships with the agency. In the Trade Agreements Act of
1988, Congress further clarified USTR’s leadership role in developing and coordinating
trade policy and serving as the President’s principal advisor on trade. Throughout the
life of the agency, there has been close consultation between the USTR and the Congress,
Five Members from each House are formally appointed under statute as official
Congressional advisors on trade policy, and additional Members may be appointed as
advisors on particular issues or negotiations. Liaison activities between the agency and
Congress are extensive. The staff concerned with congressional relations is headed by an

Assistant U.S. Representative.

In Washington, the agency is organized into four types of activities. General support
(General Counsel, Congressional Affairs, Public Affairs and Private Sector Liaison, Policy
Coordination, and Administration), Bilateral Negotiations (Canada and Mexico; Japan and
China; Europe and the Mediterranean; Latin America, Caribbean and Africa; Asia and the
Pacific); Multilateral Negotiations (Uruguay Round, GATT Affairs); and Sectoral Functions
(Industry; Services, Investment, and Science and Technology; Intellectual Property and

Environment; Textiles; and Agriculture).

The Geneva Office is organized to cover general GATT Affairs, Non-Tariff Agreements and
Agricultural Policy and Commodity Policy and the Harmonized Code System. Special
attentjon is given to textiles with one member of the staff serving as U.S. Representative
to the Textilee Surveillance Body. The Geneva Deputy USTR is the U.S. Ambassador to the
GATT and to the UNCTAD on commodity matters. The Geneva staff represents the United
States’ interests in negotiations, and in other contacts on trade and trade policy in both

forums. _
The Omnibus Trade Act of 1988, enacted August 24, 1988, had a significant resource impact
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on the agency. The Act provides negotiating and implementation authority for the Uruguay
Round, and mandated extensive consultation and coordination by USTR in shaping U.S.
negotiating objectives and strategy for the Round. The Act tasked USTR with significantly
expanded responsibilities in administering unfair trade cases under Section 301, and
changes in the Act brought a substantial increase in the volume, contentiousness and
conplexity of Section 301 cases. The Act created new negotiating programs in the areas of
intellectual property and telecommunications, as well as a new reciprocity program for
government procurement, coordinated by the USTR. The Act also expanded responsibilities
for consultation and coordination by the USTR, substantially expanded the scope of the
annual National Trade Estimates report on trade barriers, and mandated many one-time and

recurring reporting responsibilities.

The USTR also has primary responsibility for administering and implementing many new
obligations undertaken by the United States by virtue of the U.S.-Canada Free-Trade
Agreement, which became effective on January 1, 1989, That Agreement is unique in its
scope, impact and complexity. The U.S. implementing legislation for the Agreement, and
commitments required by the Congress in the Administration’s "Statement of Administrative
Action" accompanying the Legislation, place a wide range of negotiating, monitoring,
reporting, consultative, and administrative burdens on USTR. The USTR has assumed overall
responsibility for overseeing and ensuring Federal Government implementation of the
Agreement’s numerous, and often complex, new requirements, and for assisting and

coordinating state government implementation.

és



ca e ccom shments

The Administration concluded a number of new trade agreements last year, providing
increased access for U.S. goods and services to foreign markets from Russia to Argentina,
and increasing protection abroad for U.S. intellectual property and investments.

There is more work to be done. Barriers to trade remain and we continue to have concerns
about_ the levels of protection for our goods and service providers overseas. Nonetheless,
the Administration successfully accomplished the majority of trade-liberalizing tasks we
set for 1991, which helped to spur a 7.8% growth in exports and the creation of an
estimated 600,000 new export-related jobs last year.

As noted, 1991 was a good year for U.S. exports and for the U.S. trade balance. Exports
soared nearly $30 billion, while imports were flat, resulting in a 36% drop in our trade
deficit (from $101 billion to $64.7 billion).

Our bilateral trade picture improved with every major trading country except Japan, where
the trade deficit expanded slightly. 1In terms of products, we continued to run trade
surpluses in capital goods, agricultural products, and industrial supplies. Deficits

remained in autos and consumer goods, although U.S. exports in these sectors grew faster
than imports. The United States retained a $48 billion trade deficit in petroleum-

products.
Uruguay Round and the GATT
The most important development in 1991 with respect to the Uruguay Round was the

o
release of the draft Final Act in late December, a culmination of six years of
negotiations.

o The GATT injitiated a Working Group on Environmental Measures and International Trade,

despite resistance from some developing nations, and it held its first meeting in
November. Work continued in a group examining trade in hazardous waste and
domestically prdhibited goods. This group was initiated in 1989 at the request of



several African members.
The United States pressed for the formation of a Working Party on Taiwan Accession as

o
well as the establishment of a working group to address trade and internationally
recognized labor standards. Neither initiative succeeded last year, but the
Administration is committed to pursuing each in 1992.

Bilateral:

sia and the Pacific

o Concluded agreements with Korea providing for significant additional market access
for telecommunications services including international value-added network services

(IVANS) .
Obtained Korean government commitments to eliminate anti-import rhetoric and actions

o
in line with government proposal to "internationalize" Korean economy and
bureaucracy.

o Signed the U.S.-Singapore Trade and Investment Framework Agreement.

o Signed Memorandum of Understanding (MOU) on Trade and Investment with six ASEAN
countries.

o Held the first annual meeting between the U.S. Trade KRepresentative and the ASEAN
Economic Ministers. .

o Negotiated new patent law regulations with Indonesia. The first-ever Indonesian

patent law became effective in August.

o Obtained agreement on revised copyright law with Taiwan.

Successfully concluded a section 301 case under which Thailand will provide foreign

o
cigarette manufacturers open and nondiscriminatory access to the Thai market.



Canada
o Continued smooth implementation of the U.S.-Canada Free Trade Agreement (CFTA), the
world’s largest and most comprehensive bilateral free trade area (combined value of
bilateral trade in goods and services of over $200 billion).

Under the CFTA, continued the accelerated elimination of tariffs, accomplished at the
initiative of the private sector and with the concurrence of the Congress. The second
round of negotiations produced accelerated elimination of the tariffs on over 250
products with a bilateral trade coverage of $2 billion. A third round of this trade
liberalizing exercise was initiated late in the year.

Implemented Article 705.4 of the CFTA resulting in the removal of Canadian licensing
requirements for U.S. wheat and wheat products.

As a result of USTR intervention, the Government of Ontario decided to abandon plans
for a provincially~-run monopoly for auto insurance which would have negatively

impacted U.S. insurance interests.
Initiated a GATT dispute settlement case against Canadian provincial restrictions

against U.S. beer exports. The GATT panel ruled in our favor and we are now working
with the Canadian Government on the implementation of the panel’s findings.

Negotiated an interim settlement involving a dispute over Canadian quotas on broiler
hatching eggs and chicks.

China
o Successfully concluded a Special 301 investigation concerning China’s intellectual
property rights (IPR) acts, policies, and practices, Extensive negotiations resulted
in the signing of an MOU that commits China to provide significantly improved
protection for copyrighted works and for patents, especially pharmaceutical and

agrichemicals.



o Established a subcommittee of the Trade Policy Staff Committee to examine China’s
foreign trade system and lay the groundwork for further negotiations with China on

market access and other issues,

o Coordinated trade-related aspects of the Congressional debate over renewal of Most
Favored Nation (MFN) trade status for China,

o Played a key role in bilateral consultations with the Chinese and in preparations for
the GATT Working Party on China’s accession to the GATT.

Easterp Europe and the Soviet Union

o Concluded bilateral investment treaties (BIT) with Czechoslovakia and Bulgaria and
ratified BIT with Poland.

Concluded bilateral trade agreement with Bulgaria which, among other things, provided
for MFN trade status. ég

Obtained ratification and implementation of a hilateral economic and business treaty
with Czechoslovakia. )

Extended MFN and GSP (Generalized System of Preferences) treatment to Czechoslovakia.
o Extended MFN trade status to Estonia, Lithuania, and Latvia.
Developed and initiated implementation of the Trade Enhancement Initiative (TEI) for
Eastern and Central European Countries.
Japan

o Concluded an agreement to improve access to Japanese IVANs market.

o Concluced a new Semiconductor Arrangement to accelerate access for foreign firms to
Japan’s market and deter injurious dumping.

o Concluded an agreement that will provide expanded market opportunities for U.S.
exporters of computers.
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Made substantive progress in ongoing negotiations to eliminate trade barriers in the
glass and paper goods sectors of the Japanese market.

In collaboration with the Department of Commerce, successfully completed a new and
improved Major Projects Arrangement, improving access to the Japanese market for
construction goods and services.

Completed the first annual report on the Structural Impediments Initiative (SII).
Reviewed Japanese actions to reduce anti-competitive and exclusionary business
practices that act as barriers to imports in Japan.

Successfully completed consultations with Japan concerning the harvesting of sea
turtles,

Latin America, the Caribbean and Africa

(o}

(o]

[o]

Developed and implemented the trade elements of the President’s Enterprise for the
America’s Initiative (EAI) and the Andean Trade Initiative.

Successfully secured passage in Congress of the Andean Trade Preference Act (ATPA),
which the President signed in December. This Act will give those nations combatting

narcotics certain trade privileges in the U.S. market.

Negotiated and signed EAI "Framework Agreements on Trade and Investment" with
individual countries (Dominican Republic, El Salvador, Guatemala, Nicaragua, Panama,
Peru and Venezuela) and groups of countries (Argentina, Brazil, Uruguay and

Paraguay) and CARICOM (Antigua & Barbuda, Bahamas, Barbados, Belize, Dominica,
Grenada, Guyana, Jamaica, Montserrat, St. Kitts & Nevis, St. Lucia, St. Vincent & the
Grenadines, Trinidad and Tobago). We now have Framework Agreements (individual or
groups) with 31 countries; Cuba, Haiti and Surinam are the only exceptions.

Successfully engaged in negotiations through which Chile significantly improved its
intellectual property rights regime by the passage and implementation of a new patent,
trademark, industrial design and utility model law.

Signed a BIT with Argentina which will serve as a model for the rest of Latin America.
Argentina committed to removing its final remaining performance requirements.

"
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o A section 301 investigation of Argentina’s lack of protection for pharmaceutical
products was successfully resolved by the Argentine Government'’s introduction of
legislation on patent protection for pharmaceutical products.

o Signed a bilateral agreement committing Argentina to discipline its export subsidies
in accordance with the GATT Subsidies Code.

o After six years of bilateral discussions, Brazil passed a law reducing barriers to
trade and investment that long protected its computer and digital electronics sector

(i.e., "informatics"), -

o Developed and implemented a series of measures for the administrative enhancement of
the Caribbean Basin Initiative (CBI) progran. -

o As a result of GSP reviews of worker rights law and practices of Chile, Paraguay, and
the Central African Republic, the GSP beneficiary status of these countries was

reinstated.

o After a review of eligibility criteria, GSP beneficiary status was granted to Namibia.
Mexico

l o Secured extension of Congressional "fast track" procedures allowing initiation of
North American Free Trade Agreement (NAFTA) negotiations.

o Launched formal NAFTA negotiations.

o Obtained from Mexico passage of new intellectual property rights laws providing for
substantially improved protection of intellectual property rights.

o Obtained reversal of Mexican regulations limiting sport~fishing in Mexican waters and
requiring the posting of bonds by automobile drivers taking private cars into Mexico.
Hestern FEurope

o Initiated GATT dispute settlement procedures against the EC for its Airbus subsidies.
Received a favorable ruling regarding German Government exchange rate support for



Deutsche Airbus, the German partner in the four nation European aircraft consortium
Airbus Industrie.

Obtained one-year extension of the compensation agreement for loss of the Spanish
grain market due to the 1986 EC enlargement, thereby preventing disruption to $420
million in U.S. exports.

Obtained a commitment from Greece, after bilateral consultations, to implement the

GATT Government Procurement Code; barriers to the Greek government market have been
cited as the single largest deterrent to doiing business in Greece.

o Negotiated an end to Sweden’s apple import embargo.

o Reopened the EC market for $600 million worth of U.S. shipments of corn gluten feed.

Persuaded the EC to establish a high standard for protection of copyrights for
computer software.

Obtained the temporary continuation of the EC’s derogation for certain U.S. wine
making practices that otherwise would not have been permitted in the EC.

Achieved major changes in Israeli tax and import licensing systems which had operated
to discriminate against U.S. exports.
o Negotiated agreement which eliminated circumvention by Israeli firms of our machine-
tool VRA with Taiwan.

Successfully completed the first U.S. dispute settlement case against Norway under the
Government Procurement Code,

Bectoral:

Intellectual Property and Environment

o Completed annual review under Special 301, As a result of negotiations, Malaysia
joined the Berne Convention; Bulgaria, Czechoslovakia and Rumania amended their patent
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law extending the term of protection to 20 years and modernized their copyright laws;
Saudi Arabia implemented a new copyright law; Portugal increased penalties for audio
piracy; Italy introduced legislation to prevent computer software piracy. Further
negotiations remain with Thailand, Indonesia, the European Community, the Philippines,

Turkey, and Greece.

Negotiated bilateral intellectual property agreements with Rumania and Sri Lanka.

o
o Negotiated Mexican, Brazilian, Venezuelan, Colombian, Argentine and Chilean industrial
property laws.
o Negotiated improvements in, and implementation of, Japanese protection for sound
recordings. .
o Initiated a GATT Working Group on Environmental Measures and International Trade.
Agriculture

o Brought U.S. sugar industry import policy into conformity with the GATT. Allocated
U.S. sugar quotas in a GATT-consistent manner and obtained foreign governments’
certification that sugar exported to the United States was not of Cuban origin as

required by law.

o Assisted in implementation of Article 705.4 of the U.S.-Canada FTA that resulted in
removal ef Canadian licensing requirements for U.S. wheat and wheat products.

Services and Investment
o Negotiated draft multilateral framework agreement on services.

Participated in drafting of Presidential statement on foreign investment.

o

o Co-chaired OECD Committee on International Investment and Multinational Enterprise
(CIME) on strengthened National Treatment Instrument (NTI).

o Received OECD ministers approval for a State/USTR initiative for an OECD study of a

broader international investment agreement based upon OECD codes and bilateral
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investment treaty principles.

Participated in negotiations of bilateral maritime agreements with Brazil, PRC, and
Venezuela as well as inter-agency efforts resulting in removal of Japan’s harbor

maintenance fee imposed on U.S. ocean carriers.

Multilateral Trade Negotiations

o Coordinated and directed U.S. policy and strategy for the Uruguay Round multilateral

trade negotiations.

Coordinated and conducted over 50 consultations (many with U.S. interagency teams)
with foreign officials.

Held more than 150 meetings in Washington with official and private sector
representatives of foreignh countries to lobby U.S. positions on the Uruguay Round.

Industry

o]

Directed interagency review of telecommunications agreement with Japan and Canada as
required by section 1377.of the 1988 Omnibus Trade Bill.

Participated as USTR’s representative in interagency process to review trade
implications of a National Enerqgy Strategy (NES).

Directed interagency review of trade issues concerning commercial space industry.
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PREPARED STATEMENT OF DoN E. NEwqQuisT

Mr. Chairman and members of the Subcommittee, I am pleased to have this op-

ortunity to meet with you today to discuss the International Trade Commission's
gudget authorization requests for fiscal year 1993 and fiscal year 1994. The Com-
mission appreciates the Committee’s continued strong interest in, and support of,
the Commission’s work.

I am accompanied today by Vice Chairman Anne Brunsdale, and Commissioners
David Rohr, Carol Crawford, Janet Nuzum, and Peter Watson, as well as Philip
Katz, the Commission’s Director of Finance and Budget. Other staff members are

aleo present.
BUDGET REQUESTS

For fiscal year 1993, the budget request approved by the Commission totals
$45,162,000, and represents an increase of $2,718,000 (or 6.4 percent) over our fiscal
year 1992 appropriation. Over 94 percent of the increase for fiscal year 1993 is for
nondiscretionary salary costs ($1,876,000), higher space rental costs ($372,000), and
replacement of our aging automated information systems equipment ($300,000). The
baﬁ)ance of the request for fiscal year 1993, $170,000, is to provide for cost increases
to maintain the current level of necessary support services.

For fiscal year 1994, the budget authorization request apg:roved by the Commis-
sion totals $49,673,000, and represents an increase of $4,621,000 (or 10 percent)
over our fiscal year 1993 request. Over 91 percent of the increase for fiscal year
1994 is for non ‘scretionar{\ salary costs ($3,653,000) and higher space rental costs
($483,000). Included in the $3,663,000 requested increase in salary costs is
$1,622,000 to fund a “locality pay adjustment” which, as part of the Federal Em-
ployees Pay Comparability Act of 1990, is scheduled to teke effect in 1994. The bal-
ance of the request, $386,000, is to provide for cost increases to maintain the cur-
rent level of necessary support services for fiscal year 1994.

The Commission’s requests for both fiscal year 1993 and fiacal year 1994 do not
include any program increases, and are essentially a request to fund operations at
current levels, These requests fund only 472 of the Commission’s 6502 authorized
permanent positions, the same level of permanent positions funded for fiscal year
1992. In developing the budget request the Commission examined its needs with
special care and is making a deliberate effort to improve utilization of resources and

limit the growth in our budget as much as possible. While recognizing the need to

ensure adequate resources to allow the Commission to accomplish its mission, the
Jommission has strongly emphasized the need for fiscal restraint in this budget re-
quest.

However, let me stress that the Commission is essentially a reactive agency and
that much of our workload cannot be predicted. Unlike some agencies, we cannot
budget with certainty the unanticipated requests for investigations or petitions for
trade relief. The Commission’s fiscal year 1993 and fiscal year 1994 requests are
based on a projection that our workload will remain at current levels. We have not
requested funds for a number of possible workload expansions that could occur. For
example: current draft Uruguay Round Trade Agreements would require the Com-
mission to conduct an injury review of each outstanding antidumping and counter-
vailing duty order. There are over 300 antidumping and countervailing duty orders,
findings and suspension agreements currently in effect,

In addition, amendments to the section 337 statute could affect the scope and
number of casges filed. Also, trade agreement implementing legislation likely will in-
clude requests for several ITC studies on various sectoral issues as well as a pos-
sible probable economic effects study in parts or all of any final agreement.

The Commission may also be faced with a large increase in workload with the
expiration of the steel Voluntary Restraint Agreements (VRAs) as well as additional
responsibilities resulting from new trade leﬁialation now bheing discussed.

In addition to our investigative workload, the Commission is heavily involved in
Klroviding technical support to the Administration on the Uruguay Round and the

orth American Free Trade Agreement (NAFTA).

IMPORT RELIEF INVESTIGATIONS

The Commission’s primary responsibilities arz to conduct investigations under the
import relief statutes and to undertake studies under section 332 of the Tarifl' Act
of 1930 (19 U.S.C. §1332). Our total investigative case load, which stood at 92 new
investigations in fiscal year 1988, has recently fluctuated from 119 new investiga-
tions in fiscal year 1989, to 79 in fiacal year 1990 and to 146 in fiscal yesr 1991.
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The major portion of our case load consists of investigations under the antidump-
ing and countervailing duty statutes (s~ction 303 and title VII of the Tariff Act of
1930, 19 U.S.C., §1303, 1671 et seq.). The title V1l case load increased from 44 in
fiscal year 1990 to 110 in fiscal year 1991. We project 80 new title V1l investigations
each year in fiscal year 1992, fiscal year 1993 and fiscal year 1994, This projection
does not take into account the possible changes resulting from any agreements
made in current trade negotiations or the expiration of the steel VRAs,

It should be noted here that the number of investigations instituted is not a com-

letely accurate measure of work load; the complexity of the investigation and the
evel of staff participation are other important considerations in assessing resource
demands. Petitions filed with the Commission often involve diverse industries and
often have far-reaching significance involving large volumes of imports. Recent in-
vestigations covered such products as flat-panel displays, personal word processors,
coated groundwood paper, kiwifruit, cement, mini-vans, steel pipes and tubes, At-
Jantic salmon, silicon metal laser light-scattering instruments, and gene amplifi-
cation thermal cyclers,

Among the Commiesion’s more publicized investigations are the so-called fair
trade or escape-clause cases filed under section 201—or, for non-market countries,
section 406—of the Trade Act of 1974 (19 U.S.C. §§2261 and 2436). They require
the Commission to determine whether domestic industries are eligible for import re-
lief and to recommend appropriate action to the President. During fiscal year 1991,
the Commission did not institute any escape clause investigationa. We project two
escape clause investigations each year for fiscal year 1992, fiscal year 1993 and fis-
cal year 1994,

e Commission expects that signi”cant resouices will continue to be devoted to
investigations under section 337 of the Tariff Act of 1930 (19 U.S.C. §1337). These
investigations are based on complaints alleging unfair methods of competition and
unfair acts in the importation or sale of articles into the United States. Typically,
they involve alleged infringement of an intellectual property right, such as a patent,
trademark, or copyright.“&'hﬂe the spectrum of products and intellectual property
rights eddressed by section 337 investigations is quite broad, many investigations
involve sophisticated technologies. In the intellectual property area, the Commission
recently completed section 337 investigations involving a wide range of imported
products, including semiconductors, industrial machinery, pharmaceuticals and
other medical products as well as assorted consumer goods. The Commission is in-
vestignt:ng medical equipment to relieve venous insufficiency, computer memory
modules, microcomputer memory controllers, condensers for automotive wnir condi-
tioners ang acid-washed denim products,

We are projecting 18 new section 337 investigations in fiscal year 1992, 18 in fis-
cal year 1993 and 18 in fiscal year 1994. Again, the number of investigations insti-
tuted does not, of itself, accurately reflect work load. The complexity of the tech-
nollq’gy at issue in a 337 case, the number of alleged unfair acts, and the level of
staff participation ret}uired in each investigation must be taken into account. More-
over, temporary relief proceedings require significant additional effort because the
Commission must decide, on an expegited basis, whether preliminary relief should
be granted in advance of the Commission’s decision on violation. Three recent com-
plaints have included requests for temporary relief. Finally, we note that amend-
ments to the section 337 statute could occur in conjunction with Uruguay Round im-
plementing legislation which could affect the scope and number of cases filed. How-
ever, it is not yet possible to predict the impact of these changes.

STUDIES AND REPORTS

Another important responsibility of the Commission is to prepare fact-finding re-
ports and analyses for use by the Congreas and the President in the development
of trade policy. This is one of the Commission’s most important and demanding
tasks, because trade policy-makers need access to expert independent analysis of
international trade matters. Many factors make careful, deliberate analysis a high
priority, These include vigorous competition in the world market; disagreements
among nations on appropriate government intervention in the market place; the fact
that the spread of technology is accelerating the rate at which comparative advan-
tages shift among industries and countries; and the broadened scope of multitateral
trade negotiations as countries seck agreements on services, intellectual property,
and other non-traditional trade areas.

The Commission receives frequent requests from the Congress or the President
to conduct investigations on trade and tariff issues under section 332 of the Taniff
Act of 1930 (19 U.S.C. §1332). With the emphasis placed on trade negotintions, we
expect that demand for such Commission studies will continue. The Commission in-
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stituted 19 section 332 studies in fiscal year 1991, and projects requests to institute
24 nolwggs:ction 332 studies in fiscal year 1992, 24 in fiscal year 1993 and 24 in fiscal
ear .

d I also would like to bring to your attention that during our budget hearing hefore
our House appropriations subcommittee on March 18, 1992, there was discussion on
whether the Commission could conduct studies regarding the impact of environ-
mental costs on U.S. trade competitiveness. There was also discussion about the
Comminsion's expertise for addressing such issues. There was also discussion on ad-
dressing the recommendation of the Competitiveness Policy Council for an expanded
role for the Commisaion. I have directed Commission staff to review these areas and
provide recommendations on how best to proceed. I will consult with our oversight
committees before taking further action.

Currently, the Commission has ten analytical section 332 studies underway, with
four requested by the President and six by the Congress. Studies currently being
conducted at the request of the President include:

;‘v&uewmant of Various Models Being Used to Estimate Effects of Mexican
¢ Potential Effects of a North American Free-Trade Agrevment on Apparel In-

vestment in CBERA Countries;
¢ Certain Pharmaceutical and Intermediate Chemicale: Identification of Appli-

cable 6-Digit HS Subheadings for Products Covered by the Proposed Uruguay
Round Pharmaceutical Agreemsnt; and
¢ U.S.—Canada FTA: Miscellaneous Rules of Origin Changes.

Studiea currently being conducted at the request of the Congress include:

o The Effects of Greater Economic Integration Within the European Commu-
nit’k'l on the United States: Fourth Follow-up Report;
¢ Tuna: Current Issues Affecting the U.S. Industry;
¢ Uranium and Uranium Enrichment Services: The Impact on the Domestic In-

dustry of Iraports Into the United States from Nonmarket Economy Countries;
¢ Shipbuilding Trade Reform Act of 1991: Likely Economic Effects of Enact-

ment;
o U.S. Market Access in Latin America: Recent Liberalization Measures and

Remaining Barriers; and,
:l Mtacadamia Nuts: Economic and Competitive Factors Affecting the U.S. In-
ustry,

Congressionall rezsxested studies completad during fiscal year 1991 and so far in
fiscal year 1992 include:
¢ Economic Effects of Significant U.S. Import Restraints, Phase III (Services);
o US. Imports of Lamb Meat;
¢ The Effects of Greater Economic Integration Within the European Commu.-
nig on the United States, Third Follow-up;
¢ Report on Trade and Investment Liberalization Measures by Mexico and
Prospects for the Future, Phase II;
¢ Report on Japan's Distribution System and Options for Improving U.S. Ac-
cess, Phase II;
¢ International Agreements to Protect the Environment and Wildlife;
¢ Competitive Conditions of the U.S. and European Canned Tuna Industries in
Domestic and Foreign Markotes;
¢ Identification of U.S. Advanced-Technology Manufacturing Industries for
Monitoring and Possible Comprehensive Study;
* Report on Likely Impact of a Free Trade Agreement with Mexico on the Unit-

ed States;
¢ Assessment of Rules of Origin Under the Caribbean Basin Economic Recovery

Act;

¢ Ranitidine Hydrochloride: The Potential Impact on Domeetic Competition in
the Antiulecer Drug Market of a Temporary Duty Susremion on Imports;

¢ Global Competitiveness of U.S. Advanced.Technology Manufacturing Indus-
tries: Commmunications Technology and Equipment;

¢ QGlobal Competitiveness of U.S, Advanced-Technology Manufacturing Indus-
tries: Pha maceuticals;

¢ Global Competitiveness of U.S. Advanced-Technology Manufacturing Indus-
tries: Semiconductor Manufactuﬂxg and 'I‘eutlng Equipment; .

 Apples: Certain Conditions of Competition Between the U.S. and Canadian

Induatries; and
o FTA Rules of Origin/Auto Imports from Canada.
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Studies completed for the President during fiscal year 1991 and fiscal year 1992 .
to date have included:

¢ Steel Industry: Annual Report on Competitive Conditions in the Industry and
Industry Efforts to Adjust and Modernize;

o Services; Compilation and Identification of U.S. Measures That May Not Con-
form with Principles the United States Is Seekin? in the Umﬁugﬁiﬂound'

o President's List of Articles Which May be Designated or Modified as Eligible
Arlicles for Purposes of the U.S. Generalized Systom of Preferences (3 separate
studies com&leted);

¢ United States-Canada Free-Trade Agreement; Probable Economic Effect on
U.S. Industries and Consumers of Immediate Elimination of U.S. Tariffs on
Certain Ice Hockey Pants and Certain Monofilament Polyurethane Yarns from

Canada;

¢ Probable Economic Effect of Immediate Tariff Elimination Under the United
States-Canada Free-Trade Agreement, Second Annual Report;

¢ Central and Eastern Europe: Expor& Competitiveness of Major Manufacturing
and Services Sectors;

¢ Probable Economic Effect on U.S. Industries and Consumers of a Free-Trade
Agreement Between the United States and Mexico;

o Alfalfa Products; Conditions of Competition Between the U.S. and Canadian

Industries;
o Services: U.3. and Mexico Sector Profiles and Mexican Impediments to Trade,

Phase I & 1I; and,
¢ Annual Surveys on Ammonium Paratungstate, Tungstic Acid, and Tungsten
e.

Oxid
OTHER COMMISSION WORK LOAD

The Commission provided considerable technical support to the United States
Trade Representative (USTR) in fiacal year 1991 and continues to do so in fiscal
year 1992, During fiscal year 1991 two Commission staff members were detailed to
ansist the USTR in the Uruguay Round negotiations in Geneva while others pro-
vided support in the USTR's aahinzwn office. Currently six staff members are de-
tailed to provide support for negotiation in the USTR's Washington office. We are
also assisling the U in a wide varlety of activities related to the proposed North
American Free Trade Agreement.

A continuing activity is our responsibility associated with the Harmonized Sys-
tem. The bus Trade and Competitiveness Act of 1988 designated the Commis-
sion as one of three Federal agencies responsible for formulating official U.S. posi-
tions on technical and iprocadur«l issues addressed by the Harmonized System Com-
mittee. Section 1205 of the 1988 Act also provided that the Commission advise the
President on modifying the HTS to implement internationally agreed-to HTS
changes, to promote uniformity, to ensure modernization, to alleviate administrative
burdens, and to make technical corrections. During fiscal year 1891, the Commis-
sfon prepared two reports under section 1205 and submitted them to the President.
In fiscal year 1993, extensive Harmonized System modifications are expeoted to be
adopted l{v the Customs Cooferation Council; at that time, the Commission will
likely initinte a third section 1206 investigation. The Act further clarified the Com-
mission's continuing role in the U.S. delegation to the Customs Cooperation Council
in Brussels. Finally, in addition to maintaining and publishing the Harmonized Tar-
iff Schedule of the United States the Commission chairs the interagency Committee
for Statistical Annotation of the Tariff Schedules (the 484(e) Committee) that con-
siders requests regarding statistical annotations, many of which are intended to im-
prove comparability between U.S. import and export data,

The Comunission provides numerous backyground reports on proposed legislation to
its oversight co ttees, as well as considerable informal assistance. During fiscal

ear 1991 the Commission provided assistance on almost 300 pieces of legislation,
his creates a continuing need to maintain expertise in new areas in order to keep
up with developments in international trade.

Finally. to round out the Commission’s activities requires mentioning our continu-
ing role in the preparation of periodic reports. Reports on specific commodities in-
cluded autos, steel, footwear, rum, tungsten, lamb meat, and ethyl aleohol. Others
included: an annual report to the Ctxngreaa on the operation of the trade agreements
Bro am of the United States (OTAP); a quarterly réport on Trade Between the

d States and China, the Former Soviet Union, Central and Eastern Europe,
the Baltic Nations, and other Selected Countries; ami, an annual report on the Car-

ibbean Basin Initiative,
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TRADE REMEDY ABSISTANCE OFFICE

During fiscal year 1991, the Commission’s Trade Remedy Assistance Office
(TRAO) responded to 271 inquiries and certified 12 small businesses as eligible to
receive technical legal advice and assistance. This is almost double the number of
small businesses certified in 1990. The TRAO provided these businesses with tech-
nical and informal legal advice to assist them in determining which statutes may
offer relief, by helping them in preparing draft petitions or complaints, and by con-
tinued ass{stance hroughout the pendency of the case at the Commission.

In addition, in response to concerns raised during our budget hearing with our
House Appropriations Subcommittee, I have directed our Office of Public Affairs and
the Director of the Trade Remedy Assistance Office to develop, for Commission con-
sideration, a plan for outreach to the small business community to acquaint small
businesses with the support and services available through the Commission.

OFFICE OF INSPECTOR GENERAL

Pursuant to the Inspector General Act Amendments of 19688, the Commission es-
tablished an independent Office of Inspector General. The Inspector General is re-
sponsible for directing and carrying out audits, inspections and investigations relat-
ins to Commission {)rograms, and for commenting on proposed regulations and pro-
cedures regarding their economy, efficiency, and effectiveness. B:.ring fiscal year
1991, the Office of Inspector General conducted numerous audits, investigations and
inspections of Commission operations, and will continue to ensure that Comruission
adgainiet{ptive and program activities are in compliance with Federal regulations
and practices,

The Commission has provided three full-time permanent positions for this func-
tion, including a full-time auditor. In fiscal year 1992 an additional part-time attor-
ney to provide independent legal counsel was approved. In addition, the Commission
has $76,000 in its budget request to be used by the Inspector General for contrac-

tual autﬁt and review services.
LITIGATION CASE LOAD

The Commission has statutory authority to appear in court on its own behalf
rather than refer cases to the Department of Justice. Although the number of pend-
ing cases has increased only slightly, from 44 in January 1991 to 456 in January
1992, the litigation activity has increased in the past year, as the case load number
re roulntt; cases that consolidate separate appeals brought by numerous plaintiffs.

onclusion

International trade concerns will likely remain in the forefront of public debate
during the coming years. Each new round of trade negotiations and new trade legis-
lation will create new requests for technical assistance and analysis and for fact-
finding studies. The Commission has a reputation for providing independent, timel
and effeclive data in response to requests from the President and the Congress, It
is important that the Commission maintain its ability to meet these demands, and
the confidence of those it serves.

I would like to stress again that judging the actual workload of the Commission
is beyond our control due to statutory requirements. Therefore, we have estimated
our needs prudently and believe that this budget request represents the minimum
necessary to meet our responsibilities in a period that could result in significant
new demands on the Commission. It is possible, however, that if all the workload
expnaaion possibilities come about, this budget could fall below our resource require-
ments.

Mr. Chairman, I would like to again thank you for the opportunity to discuss the
Commission's budget request with you today. I will try to answer any questions you

may have.
Attachment

Responsks oF DoN E. NEwWQUIST To QUESTIONS SUBMITTED BY SENATOR DONALD
W. RIEGLE, JR.

Question No. 1, Given that the majority of funds requested by the ITC will be
used for salary, benefita, and rental fa{lmenta increases, rather than funding addi-
tional etaff, is {t reasonable to expect that the ITC will not be able to continue its
laudable trend in increasinq investigations in the future?

Answer. The Commission's budget and authorization requests for fiscal year 1993
and fiscal year 1994 fund 472 of the Commission’s §02 authorized permanent k}josi-
tions. The Commission believes that it can handle the currently projected workload
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with that level of permanent staff. If our workload were to increase as a result of
changes resultinf m the Uruguay Round or NAFTA trade negotiations, the ab-
sence of a multilateral steel agreement, or various legislative proposals, we could
postpone deferable work and realign Commission resources to handle a short-term
increase, However, if all the workload expansion possibilities come about, these
budgets could fall below our requirements and at that time we would have to assess
our fiscal situation,

Question No. 2. | am aware of several of the studies which the ITC has done in
connection with the NAFTA~—-The Likely Impact on the United States of a Free
Trade Agreement with Mexico and Rules of Origin Issues Related to NAFTA and the
North American Automotive Industry. Could you address the experiences of the ITC
in putting together these reports, and whether ?you believe they were helpful to Con-
gress, our nefotiatora and the American public

Answer. Within the last 2 years the Commission has completed six studies related
to Mexico and the NAFTA al the request of either the Congress or the USTR. Dur-
ing the course of these studies the Commission held public hearings; conducted do-
mestic and foreign fieldwork; interviewed numerous U.S. firms, trading interests,
and academics; and thoroughfy reviewed existing research and literature. By collect-
it;n‘g, analyzing, and presenting information on the economy of Mexico and the likely
effects of the proposed NAFTA, it is believed that U.S. policymakers, both in Con-
g'reas and the Executive, are better informed on the issue and hence able to Audge

he ramifications of proposed chnnies in U.S, trade policy. Further, the majority of
the reports by the Commiesion on the NAFTA have been made available to the pub-
lic, providing them an objective review of the issues and likely implications. For ex-
ample, with regard to the re}aort, Rules of Origin lssues Related to NAFTA and the
North American Automotive Industry, automotive industry sources have indicated to
Commiasion staff that this report was helpful in clarifying concerns and bringins
forth important information on these rmatters. We hope that this study has serve
a similar purpose for the Congress and U.S. negotiators.

Question No. 3. What has been the role of the ITC in Xroviding additional infor-
mation on the impact of and issues related to the NAFTA to date? In your opinion
Mr. Newquist, is it possible for the ITC to contribute further and more accurately
to the information base of our NAFTA negotiators? If so, what Congreesional assist-
ance or guidance would be useful in this area?

Answer. In response to Congressional or USTR requests, the Commission has
compleled five formal investigations related to the NAKFTA, and one is in progress:

* Report on Trade and Investment Liberalization Measures by Mexico and Pros-

;tmg:a /10; 9tc.luz Future (332-282); requested by Ways and Means; completed in Oc-

ober .

o The Lilcel‘ly Impact on the United States of a Free Trade Agreement with Mex-

i‘gob(382-.2f 9{9;11'equeatecl by Ways and Means and Senate Finance; completed in

e m .

o Probable Economic Effect on U.S. Industries and Consumers of a Free-Trade
reement Between the United States and Mexico (332-309); requested by the
TR; completed in July 1991,

o Services; U.S. and Mexico Sector Profiles and Mexican Impediments to Trade

(332-311); requested by the USTR; completed in October 1991,

¢ Rules of Origin Issues Related to NAFTA and the North American Automotive

Industry (332—31%; re?ueated by Ways and Means; completed November 1991.

¢ Economy-Wide Modeling of the Economic Implication of an FTA with Mexico

and a NAFTA with Canada and Mexico (332-317); requested by the USTR; to

be completed in May 1992.

In addition to these formal reports, in keeping with the long-standing role of the
Commission, we have provided direct technical assistance to the Office of the U.S.
Trade Representative in several areas of the negotiations. In the tariff area, for ex-
ample, the Commission assembled a large data base on U.S./Mexico/Canada trade
and tariffs, which together with the “Probable Economic Effects” report listed above,
has been the underlying data base for the U.S. delegation in the NAFTA market
access negotiations, and a member of our staff has assisted directly in the negotia-
tions as they have proceeded. Our General Counsel’s Office is providlmi extensive
assistance to the U.S. NAFTA negotiators in the areas of safeguards, trade rem-
edies, intellectual propaxatg)ri hts, and dispute settlement.

Our staff is also providing technical assistance in other areas such as rules of ori-
gin and the automotive sector. In the coming months as the negotiations presum-
ably move to a conclusion, we will continue to provide such assistance on an infor-
mal basis in any area in which USTR needs our expertise. The Commission will also
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be heavily involved in preparing some of the formal documents of the agreement
when it is concluded, such as the schedule for U.S, tariff removal.

In addition, as the negotiations move to a conclusion, we stand ready to respond
to an& new formal requests which either the Congress or the U.S. Trade Rep-
resentative may make to us to investigate and report on matters related to the
NAFTA negotiations.

In the course of conducting studies and our continuing work associated with trade
negotiations, the Commission has had wide contact with U.S, industry, the academic
community, and the trading public, and has built a considerable knowledge base in
this area. We would be happy to assist the Congress or the Executive further with
any areas which they feel require additional examination. For example, during our
budget hearing before our House appropriations subcommittee on March 18, 1992,
concerns were raised over ible anvironmental impact of the NAFTA, and wheth-
er the Commission could do a study in that area. In addition, there was discussion
on whether the Commission could addresa the impact of environmental costs on U.S,
trade competitiveness and the recommendation of the Competitiveness Policy Coun-
cil for an expanded role for the Comamission. I have directed Commission staff to
review these areas and provide recommendations on what the Commission can con-
tribute in these important areas, and how best to proceed. I will consult with our
oversight committees before taking further action.

Question No. 4. Given the ITC's work on the NAFTA, what is your assessment
of where we need to be going on the issue of automotive trade under the FTA?

Answer. In my personal view, the automotive sector is probably the single most
imrortant product sector of a NAFTA agreement. A successful agreement should en-
able the integration of the North American automotive industry and market in such
a manner as to provide a solid basis for the future development, growth, and eco-
nomic well-being of the U.S, domestic industry. This will not be easy to achieve, as
it will require devising a process, rautually satisfactory to the United States, Mexico
and Canada, for mo the hiﬁhly controlled automotive sector in Mexico to an
open arrangement in the entire North American market.

Numervus elements, of course, will be very important in this process, not the least
of which will be devising a rule of origin which can operate both to benefit and to
facilitate the process. I note in this regard the importance of ensu that eligibility
rules for motor vehicles are clear and that intended benefits actually accrue to the
contracting parties and do not invite only minimal processing or investment in order
to qualify for preferential treatment.

Another significant issue for U.S. negotiators concerns the nontariff measures
(NTMs) that the Mexican Government has established to protect Mexico's motor ve-
hicle industry from foreign competition. These NTMs include extensive restrictions
on imports, a ban on imports of vehicles with engines of 1.8 liters or less, trade sur-
plus requirements, local content re%iremenu. and a limit on foreign ownership of
motor vehicle components plants. These trade restrictions force automakers that
want to serve the Mexican market to do so largely from Mexican plants and signifi-
cantly constrain U.S. exports to Mexico, In 1 91, U.S. exports of autos and %ht
trucks averaged less than § percent of the rapidly expanding Mexican market for

automobiles and light trucks.
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