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TO CONSIDER THE NOMINATION OF ALAN
- WOODS TO BE DEPUTY U.S. TRADE REPRE-
SENTATIVE AND PAUL FREEDENBERG TO BE
ASSISTANT SECRETARY OF COMMERCE

TUESDAY, OCTOBER 8, 1985

U.S. SENATE,
COMMITTEE ON FINANCE, .
Washington, DC.

The committee met, pursuant to notice, at 9:30 a.m., in room SD-
215, Dirksen Senate Office Building, Hon. Bob Packwood (chair-
man) presiding.

Present: Senators Packwood, Danforth, Chafee, and Baucus.

[The press release announcing the hearing and the letters of the
U.S. Office of Government Ethics follow:]

{Press Release|

Finance ComMiTTEE Skts HEARING ON USTR, CoMMERCE NOMINATIONS

. The Senate Committee on Finance will consider the nominations of two Reagan

Administration appointees to the Office of the United States Trade Representative
and the Depa-tment of Commerce in a hearing on October 8, Chairman Bob Pack-
wood (R-Oregon) said today.

The hearing is scheduled to begin at 9:30 a.m., Tuesday October 8, 1985, in Room
SD-215 of the Dirksen Senate Office Building in Washington.

Scheduled for review by the Committee are the nominations of Alan Woods, to be
Deputy U.S. Trade Representative, and Paul Freedenberg, to be Assistant Secretary
of Commerce for Trade Administration.

Alan Woods, 39, is a native of Missouri, and currently is President of the Interna-
tional Service Corporation in Washington. He previously was Vice President of tech-
nology for Sears World Trade and from 1977 to 1983 was Vice President of DGA
International in Washington.

Mr. Woods also has been Assistant Secretary of Defense for Public Affairs during
the Ford Administration, was Chief of Staff to the Governor of Missouri and was
Assistant Press Secretary to the President.

Paul Freedenberg, 42, and a native of Chicago, currently is an Economist on the
Majority staff of the Senate Banking Committee. lle has been employed on Capitol
Hill since January 1976,

Mr. Freedenberg also has been an instructor on the staffs of Tulane University in
New Orleans and at the University of Chicago, where he received his PhD in inter-
national relations. -
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United States of America
Ofﬁce. Of Office of Personnel Management
Government Ethics Washington, D.C. 20415
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Honorabte Robert Packwood
Chairman, Committee on Finance
United States Senate
Washington, D.C. 20510

Dear Mr, Chairman:

In accordance with the Ethics in Government Act of 1978, [ enclose a copy of the
financial disclosure report filed by Michael Alan Woods, who has been nominated by
President Reagan for the position of Deputy United States Trade Representative.

We have reviewed the report and have also obtained advice from the Office of the
United States Trade Representative concerning any possible confliet In light of the
Offlce’s functions and the nominee’s proposed duties. Mr. Woods has agreed that upon
confirmation he will take steps to sell those securities held in his IRA and to invest the
procecds in assets with which he will have no actual or apparent conflict in carrying out
his official duties.

Based on these representations, we believe that Mr. Woods is in compliance with
applicable laws and regulations governing conflicts of interest,

Sincerely,

N, I s
)/)&'ér NI

David H, Martin

Director

Enclosure



United States of America
Office of
Government Ethics

Honorable Robert Packwood
Chairman, Committee on Finance
Uniled States Senate

Washingion, D.C. 20510

Dear Mr. Chairman:

Offce of Personnel Management
Washington, D.C. 20315

P24

In accordance with the Ethics in Government Act of 1978, I enclose a copy of the
financial disclosure report filed by Ronald E. Robertscn, who has been nominated by
President Reagan for the position of Genera! Counset, Department of Health and Human

Services.

We have reviewed the report and have also obtained advice from the Department of
tlealth and Human Services concerning any possible conflict in light of the Department's

functions and the nominee's proposed duties.

HBased thercon, we believe that

Mr. Robertson is in compliance with applicable taws and regulations governing conflicts of

interest.

Enclosure

David H. Martin
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The CHAIRMAN. The hearing will come to order, please.

Last night Senator Dole called a meeting of the Republican con-
ference at 9:30 this morning on the subject of the debt ceiling and
the Gramm-Rudman-Hollings amendment, and I think most of the
members except for Senator Danforth have gone to that meeting,
and I know Senator Danforth in addition has to chair a Commerce
hearing at 10 o’clock this morning. '

But I am also aware you would like to make a few comments
about Alan Woods.

Senator DaANFORTH. Mr. Chairman, I would. .

I am delighted to be here and see a constituent of mine, Alan
Woods. He is a person I have known for a long time. He has known
Kit Bond, who is our former Governor, I guess all of his life; they
went to school together, they were both raised in Mexico, MO,
which is in the north-central part of our State.

Alan has a distinguished career of public service. He was in the
State government during the first administration of Governor
Bond. He then, as his résumé points out, came to Washington. He
had some very responsible positions in the administration. In the
late 1970’s he was Assistant Secretary of Defense for a time, and
now he is returning to Government to become the Deputy USTR.

Alan is a quick study. He is a person of enormous natural ability
and talent. And he also is a very easy person with whom to deal. |
have certainly found that out both in State government and in the
Federal Government, and I have no hesitation whatever in giving
him a strong recommendation for this position.

The‘,CHAlRMAN. Senator Chafee, do you have any opening com-
ments’?

Senator CHAFEE. Mr. Chairman, I do not, except to say just in
looking over this résumé that Mr. Woods certainly has served his
Nation and contributed for some time to this country. Those of us
who are in public service like to see other people who have been in
public service, and you certainly have been in this game for quite a
while. Based on the high recommendation of Senator Danforth, I
think you've réally got a running start toward confirmation.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

Clearly, Mr. Woods, the position that you are being recommend-
ed for, and that of Mr. Freedenberg to be Assistant Secretary of
Commerce, are both critical positions today—not just substantively
but politically, and you are well aware of that. Frankly, I am de-
lighted to have two people coming along who have some political
background in these subjects. Terms are cast about, fair trade is
called unfair trade, and on occasion there are charges made that
the President doesn’t enforce the laws, and somebody else will say,
“There are no laws to be enforced; he needs more power.” It is a
very confusing and political and sensitive issue, and I have a feel-
ing that both of you will be up before this committee on a number
of occasions—maybe sometimes when you haven’t wished you were
coming up.

Do you have any opening statement?

Mr. Woobs. I do have an opening statement that I submitted for
the record, and I will summarize it, if you would like.
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The CHAIRMAN. Talk loud, right into the microphone. That is the
first thing you learn when you speak béfore this committee.
Mr. Woons. All right, Senator. Thank you.

STATEMENT OF ALAN WOODS, NOMINEE FOR DEPUTY U.S.
TRADE REPRESENTATIVE

Mr. Woobs. Thank you, Mr. Chairman. It is an honor and pleas-
ure to appear before this committee as the President’s nominee to
be Deputy USTR.

If confirmed, I will endeavor to live up to the high personal and
professional standards expected of those who hold public trust.

As Deputy USTR, I expect to establish a good working relation-
ship with members of this committee and with your counterparts
on the House Ways and Means Committee. I feel it is essential for
the executive and legislative branches to work together in an at-
mosphere of mutual trust and understanding, and I will do what 1
can to promote just such an atmosphere.

In recent years my business activities have revolved around
international trade and commerce. I worked with and for both
United States and foreign companies, and I have had the opportu-
nity to look at international trade from a practical real-world per-
spective. I believe I have an appreciation for the operation of the
trading system, its difficulties and bénefits, and an understanding
of the seriousness of the problems facing U.S. industry.

One of USTR's greatest resources is its relationship with the pri-
vate sector through the advisory committee structure. If the U.S.
trade policy is to be effective, it must work for those who are in the
front lines of selling America’s products and services throughout
the world. In this regard, a fair and open world trading system is
vital to our economic well-being. 4

Yet, while we are increasingly dependent on the international
marketplace, the United States again faces an intolerable trade
deficit in 1985. The major factors which have caused such a deficit
are widely discussed and debated and are well-known to this com-
mittee. Most are macroeconomic.

However, a contributing cause to the trade deficit has been a
lack of discipline on behalf of some of our trading partners, deny-
ing our businesses access to their markets and encouraging subsi-
dized or unfair penetration of our own market and other markets
in which we compete. .

We must be aggressive in opening foreign markets to our prod-
ucts, and we must move swiftly to act against those who would try
to take unfair advantage of our system.

The jobs of many Americans depend upon a fair world trading
system. It is not protectionist to pursue our rights and interests
under U.S. law and the GATT to protect jobs from the unfair trad-
ing practices of others. Equally, we must also be aware of the po-
tential for an even greater loss of jobs if the world trading system
deteriorates. We operate in a worldwide marketplace, and it is in
our fundamental commercial interest that the system be strength-
ened, not reduced to rubble.

The administration can and must make the strongest bilateral
and multilateral efforts to convince our trading partners to im-
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prove market access for our products, and to impose greater disci-
pline on their trading practices.

In summary, it seems to me that the overall message we need to
convey to our trading partners is that, while the U.S. commitment
to free trade remains strong, we expect other nations to live up to
their responsibilities to the trading system, and we will not tolerate
unfair trading practices which negatively impact our commercial
interests, either in our home market or elsewhere in the world.

Thank you.

{Mr. Woods’ written testimony and résumé follow:)

STaTEMENT OF HON. ALAN Woobs, NoMINEE For Deputy U.S. TRADE
RFEPRESENTATIVE

Thank you Mr. Chairman. It is an honor and a pleasure to appear before this
committee as the President’s nominee to be Deputy United States Trade Represent-
ative. If confirmed, I will endeavor to live up to the high personal and professional
standards expected of those who hold the public trust.

As Deputy USTR, I expect to establish a good working relationship with the mem-
bers of the Senate Finance Committee and with your counterparts on the House
Ways and Means Committee. 1 feel it is essential f{;r the Executive and Legislative
branches to work together in an atmosphere of mutual trust and understanding. 1
will do all I can to promote just such an atmosphere. I am aware of the special rela-
tionship between the Senate Finance Committee and the Office of the U.S. Trade
Representative, and the vital role which this Committee played in the creation of
the USTR. The Constitution gives to Congress the authority for regulating foreign
commerce. The USTR is the office within the Executive Branch that has the respon-
sibility for coordinating and articulating trade pog’cry. A high degree of consultation
must take place between the Congress and the USTR if the Nation is to have a ra-
tional policy which will advance broad U.S. commercial interests.

In recent years my business activities have revolved around international trade
and commerce. | have worked with and for both U.S. and foreign companies and
have had the opportunity to look at the practice of international trade from many
angles. | believe I have an appreciation of the operation of the trading system—its
difficulties and benefits and an understanding of the seriousness of the problems
facing U.S. industry. I believe this experience coupled with my previous public serv-
ice provides a sound basis for the position of Deputy USTR. ;

I hope to benefit from the knowledge and experience of others in the private
sector through the USTR's advisory committee structure which provides advice and
counsel in the development of trade policy. One of USTR's greatest resources is this
relationship. If the U.S. trade policy is toie effective it must work for those who are
on the front lines in selling American products and services throughout the world.

A fair and open world trading system is vital to our economic well being. Last
year our combined export-import trade was over half a trillion dollars. The export of
goods and services accounted for ten percent of our GNP in 1984. Forty percent of
farm production is sold abroad and one-eighth of all manufacturing jobs produce
goods that are exported. As a Nation, we are the world's largest exporter.

Yet, while we are increasingly dependent on the international marketplace, the
United States again faces an intolerable trade deficit in 1985. The factors which
have caused such a deficit are widely discussed and a.bated and are well known to
this committee. Certainly two of the major factors are the strength of the dollar rel-
ative to the currencies of other nations and the growth of the U.S. economy at a
faster rate than our major trading partners. This has created a demand for goods in
the United States far greater than that experienced elsewhere in the world.

Another factor contributing to ihe trade deficit has been the lack of discipline on
behalf of some of our trading partners—denying our business access to their mar-
kets and by encouraging subsidized or unfair penetration of our own market and
other markets in which we compete. The government must be aggressive in opening
foreign imarkets to our products and must move swiftly to act against those who
would try to take unfair advantage of our system.

The jobs of many American workers depend upon a fair world tradin§ system. [t
is not protectionist to‘pursue our rights and interests under U.S. law and the GATT
to protect those jobs from the unfair practices of others. Equally we must also be
aware of the potential for even greater loss of jobs if the world trading system dete-
riorates. Our actions should be specific and directed—not broad and dispersed. We
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operate in a world-wide marketplace and it is in our fundamental commercial inter-
est that the system be strengthened—and not reduced to rubble.

The administration can and must make the strongest bilateral efforts to convince
our trading partners to improve market access for our products and to impose great-
er discipline on their trade practices.

But it is neither efficient nor productive to seek greater discipline in the system
through unlateral actions or bilateral negotiations alone. The GATT isn’t perfect,
but it is the only system we have and it is critical that it be shored up. A new GATT
round which focuses on the tightening of existing rules, the settlement of disputes
and the expansion of rules into areas not now covered should be an important part
of our trade policy. Simply stated the GATT needs to be fixed and a new trade
round is the way to fix it.

In summary, it seems to me that the overall message we need to convey to our
trading partners is that while the United States commitment to free trade remains
strong, we expect other nations to live up to their responsibilities to an open trading
system. and we will not tolerate unfair trading practices which negatively impact
our commercial interests either in our home market or elsewhere in the world.
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Defense (Pudbiic Affairs), Department nf
Defense, Washington, D.<.

Managed the Jday-to-day public affairs
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8/83 - Vice President-Technology, Sears ¥World Trade,
2/85 Washington, D.C,
Responsidble for the creation and development
of a dbusiness specializing in the transfer of
technology and the sale of high technology
products in European and Far Eastern markets,

2785 = President, International Service Corporation,
resent Washington, D.C.
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and marketing consulting services,
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In addition to the positions noted above:

1974 Consultant, U.S, Department of Defense,
Office of International Security Affairs.

1977-80 Nember, National Advisory Council on the
Education of Disadvantaged Children.

1985 As an employee of International Service
Corporation, Consultant to the Agency for
International Developnment,

Board of Trustees Park College, Park College Parkville,
MO, Member 1972 - 1976
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England. Present Member

Capitol Hill Club, Washington, D.C. Present Member
American Political Science Assostation Member ? - 1975
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The CHAIRMAN. What is an unfair trading practice?

Mr. Woobs. Good question, Senator.

An unfair trading practice is a practice which, in my mind, un-
fairly discriminates against one product or good in favor of another
one. I guess there are such things as fair trading practices in the
context of the GATT that also would be discriminatory. But what 1
am trying to say, and I haven’t thought about it in quite the terms
you put it, an unfair trading practice is one where a country dis-
criminates against the goods of others ‘as opposed to its own goods.

THE CHAIRMAN. Well, let me ask you a specific question.

Mr. Woobs. Sure.

The CHAIRMAN. In and of itself, are dramatic wage differentials
an unfair trading practice.?

Mr. Woobs. In and of themselves, no.

The CHAIRMAN. Dramatically different environmental standards
that are costly to industry to meet?

Mr. Woobs. Per se, I wouldn’t think so. No, sir.

The CHAIRMAN. Any other dramatic differences, whether they be
unemployment comp, workers’ comp, where one country or one
country’s industry is saddled with some social costs that other

countrys’ industries are not? -

Mr. Woobs. In and of themselves, no, I don't believe so.

The CHAIRMAN. Is it an unfair trading practice that some coun-
tries choose to use a form of consumptions taxes that are rebatable
at export and other countries don’t?

- Mr. Woobs. In the context of the agreements that were reached
in GATT in 1948, no, it is not. It is clearly a national decision as to
what type of tax structure you are going to have.

The CHAIRMAN. Do you think the administration, whether that
be the President or USTR, has sufficient powers under the present
law to respond effectively against unfair trading practices?

Mr. Woobs. As I have looked at section 301, it would appear to
me that the President has an extraordinary amount of latitude to
deal with unfair trading practices. There are always possibilities of
increasing his latitude and increasing the options he has; but at
this point I wouldn’t have any suggestions for additional ones.

The CHAIRMAN. Under 301 there seems to be no limit on his
powers. .

Mr. Woobs. That is what I am saying. Yes, sir.

The CHAIRMAN. If we can't sell cotton in Japan, they can’t sell
copiers here. And I think the President could probably say that,
and under 301 it would fit.

Now, do you think the President has sufficient powers—and by
President I will include the administration—has sufficient powers
to respond against unfair competition under 201 or other legislation?
Because there you don’t have to prove unfairness.

Mr. Woobs. Only injury. Yes, sir.

The CHAIRMAN. That’s right. -

Mr. Woobs. And it would seem to me that he does. Yes, sir.

The CHAIRMAN. And this is not a question as to whether the
President has acted effectively, but does he have the power to act,
if he chooses, in your judgment?

Mr. Woobs. It would seem that he would have full power, sir.
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The CHAIRMAN. Now, when is the national security, the national
defense, a legitimate argument to exercise the Presidential powers
against either unfair or fair competition? What is the standard of
national security or national defense?

Mr. Woobs. Well, | wouldn't be able to address what the legal
standard is, but it seems to me that the real standard for national
security or national defense is tnat we have the type of industrial
base and economic base in this country that is necessary to main-
tain our circumstances in the world from a national security per-
spective. o

One of our national security interests, one of the strengths of
this Nation from a national security perspective, is its economic
strength, certainly; but it is extraordinarily hard to quantify that
economic strength in terms of our total national security circum-
stances.

The CHAIRMAN. I wasn't thinking of general economic strength
so much as specific industries. For the national defense do we need
to have a textile industry, an apparel industry, a shoe industry? Or
is it sufficient, if the Army really has to have shoes, that rather
than saying we will protect the entire shoe industry we’ll simply
set up a U.S. Army shoe plant like the old ordnance plants and
simply manufacture what shoes we need for the military, and oth-
erwise not offer any help to the domestic shoe industry?

Mr. Woobs. Well, I certainly would not want to say that we don’t
need a textile or a shoe industry in this country; but, certainly, nei-
ther of those industries would be strategic to the national defense
in a national security sense, as I think T am understanding your
meaning of it.

The CHAIRMAN. Not in the same sense that probably steel would
be, or shipbuilding.

Mr. Woobs. Or machine tools. Yes, sir.

The CHAIRMAN. If we decide that some industry is critical to the
national security, is it best protected by quotas? In the case of ship-
building, we have done it by Buy America. We have just said the
military has to build their sKips here. That really isn’t a tariff or a
quota; it is just a Buy America provision. In your judgment, which
is the better way to go, having decided that an industry is essential
to the national security?

Mr. Woopbs. I don’t think there is any specific formula that ap-
plies in all cases. In some instances an industry is best maintained
by imposing quotas. In some other industries a Buy America re-
quirement may be necessary and in some industries it is a tariff
would provide a satisfactory solution. We have an array of options
out there-that I think we can use, and I don’t see that one really is
any better in a generic sense than another. o

The CHAIRMAN. As a matter of fact, the President chose to use
the Tax Code when be shifted from Treasury I to the President’s
bill, with the intangible drilling costs in the oil industry. The argu-
ment was national security, and we had to have the oil and gas in-
dustry, and use the Tax Code, therefore, to achieve that end.

Senator Danforth.

. Senator DANFORTH. Mr. Chairman, | was fascinated by wur line
of questions, especially at the outset. I think asking Alan Woods to
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attempt to define unfair trade practices is somewhat like trying to
define obscenity. [Laughter.]

We know it when we see it, but it is just too awful to describe.
[Laughter.]

We do have a fairly good set of laws on the books now, but there
is always room for improvement. I look forward to working with
you and working out the legislative changes that we have. I know
that there is a lot of activity now going on in Congress, and a lot of
suggestions—some good, and some not so good.

My hope would be that, as we proceed on this path together,
your approach on behalf of the edministration will be one of trying
to work out problems and reach reasonable consensus between the
administration and the Congress, rather than to simply issue non-
negotiable demands on the Congress and insist that the administra-
tion’s position is absolutely unmovable. .

Mr. Woobs. Well, Senator, I have been in Washington a long
time, and I think I have observed in that period that issuing non-
negotiable demands to the Congress is not a very productive way of
moving forward on anything. -

With regard to your comments on trade legislation, I would say
that it seems to me that maybe there are a number of pieces on the
board which we really haven't considered to be on the board before.
I recall back in the early 1970’s a circumstance that doesn’t have
anything to do with trade directly, in which the President at that
time said, “You know, wage and price controls are not an option.”
And yet, I believe it was about 4 months later that we had wage
and price controls in this country.

So, there are a lot of nonoptions that become options in different
circumstances, and it is a very circumstantial business.

The one standard I would tend to use in the international trad-
ing arena, is that we have to have the flexibility to make sure that
we can abide by our international obligations, obligations that have
been undertaken by the executive and legislative branches together
in this country. And I think, as long as we can do that, there are
an awful lot of pieces that can be moved around the board.

Other nations are very creative when it comes to building trade
garriers, and we have to be equally creative about tearing them

own.

Senator DANFORTH. The USTR does more than suggest legisla-
tion or even negotiate agreements. It is the principal spokesman
within the administration on matters relating to international
trade. It is the honest broker in creating trade policy.

We have some good laws on the books, but when we had a $123
billion trade deficit last year, and $140 or $150 billion or whatever
it is going to be this year, it would be clear to me, at least, that
something has gone very wrong, and that when something has
gone very wrong it takes the best minds that we have in this coun-
try to try to make it right, to try to improve the situation.

I would hope that you are not satisfied with the status quo—in
saying ‘201 is a fairly good statute, and 301 is a fairly good stat-
ute”’—but 1 would hope you would recognize that something really
has gone haywire witﬁerespect to international trade, and that it is
going to take some doing to set it right.
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Mr. Woobs. No; I absolutely agree with that conclusion, Senator,
and I do think it will take some doing to set it right. And I think it
is going to take a great deal of cooperation between the executive
and the legislative branches to do that.

Some of that cooperation, I believe, needs to be in the area of co-
ordination with regard to negotiating strategies and tactics, which
I don’t think is probably beneficial to discuss here at any great
length. Cooperation also needs to take place in the legislative
arena, and I know the USTR has been considering some legislation
in that regard. -

Senator DANFORTH. Thank you, Mr. Chairman.

The CHAIRMAN. Senator Baucus.

Senator BAaucus. Thank you, Mr. Chairman.

Mr. Woods, what do you think the administration should attempt
to.accomplish at the next GATT round? What do you think the
U.S. goal should be? _

Mr. Woobs. Well, if I may, let me say there are a lot of things
g]X'tI"I(‘mght to be the administration’s goal in the next round of

Let me first comment on the use of the term ‘“round,” because I
had the opportunity to read Ambassador Yeutter's testimony when
he was before this committee at his confirmation hearings, and 1
thought he made a very good point. That was, that the internation-
al trading system is in such a circumstance—that maybe GATT
ought to be in a perpetual round, in the sense that we ought to
have ongoing negotiations on a rather constant basis.

Senator Baucus. But apart from the process, what specific ac-
complishments do you think the administration should seek?

Mr. Woobs. Well, I think we need to make some progress on ag-
ricultural subsidies, which are not currently being dealt with very
well in the GATT. I think we need to make some progress on dis-
pute settlement and nontariff barriers; we need to introduce. into
the GATT some greater discipline with regard to safeguards; we
need to have some discussion on intellectual property, on services,
and on high technology. Those would be the major areas.

Senator Baucus. Regarding agriculture, you say progress. Do you
mean reduced subsidies?

Mr. Woobs. Reduced subsidies. Yes, sir.

Senator Baucus. Both in this country and in other countries?

Mr. Woobs. Yes, sir. ’

Senator BAucus. And on the area of intellectual property rights,
by progress do you mean greater protection?

Mr. Woobs. Greater protection. Yes, sir.

-Senator Baucus. Do you suggest a timetable?

Mr. Woobs. I would think it would be very helpful to see a new
round get underway sooner rather than later. The system is, obvi-
ously, under a great deal of strain right now, and one of the ways
to relieve some of that strain is to get a round underway.

Senator Baucus. What about the inclusion of some agreement on
natural resource subsidies? Shouldn’t that be an objective of the
next GATT round? Some agreement on limiting natural resource
subsidies? I refer you to the Gibbons bill to which I introduced the
companion bill over here.

Mr. Woobs. Yes, I know you have, sir.
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Senator Baucus. Isn’t that a good idea?

Mr. Woobs. I think dealing with the question of natural resource
subsidies is a very good idea, sir. [Laughter.]

Senator Baucus. | am glad you agree. [Laughter.]

I may ask you that same question at a later date.

What about this $300 million war chest that the administration
announced in an attempt to combat, I guess, subsidies into third-

arty markets? Do you know how the administration arrived at the
¥300 million figure?

Mr. Woobs. No; I don’t know where the $300 million figure came
from, sir.

Senator Baucus. Does that strike you as too high, too low, or
about right? Is it a good idea?

Mr. Woobs. Well, first of all, I think the war chest is a very good
idea. It is the kind of creative thinking and the creation of a new
piece on the board, as I believe is the term I used earlier, that I
think is very helgful to ending practices of others.

Having said that, 1 think it is the principle of the war chest
itself, rather than its actual level, in terms of whether it is $100
million or $300 million or $1 billion, that is likely to cause people
to take notice.

Senator Baucus. Do you think it is about the right size?

Mr. Woobs. You know, we will find out after it has been in oper-
ation for a year. [ really don't have a view on whether the size is
appropriate or not at this time.

enator BAaucus. Going back to the next GATT round, I would
just suggest that the administration have ver‘\; clearly defined and
fairly aggressive goals in mind and specific benchmarks in mind
before it comes to the Congress to ask for authority.

Mr. Woobs. You would—I'm sorry.

Senator Baucus. I would expect and hope that the administra-
tion would have precise and fairly aggressive goals in mind before
it comes to the Congress to ask for negotiating authority for the
next GATT round.

Mr. Woobs. I would think that would be the case, and I would
think that those goals would be worked out in consultation with
the Congress before we came formally and asked for that authority.

Senator Baucus. Thank you very much.

The CHAIRMAN. Assume a situation of a tremendous wage dispar-
ity, and an American industry finally cannot compete, that there is
so much handwork involved that they cannot compete against for-
eign competition in this market. And, it is an industry that by any
rational definition doesn’t fit into the national security definition.
Should our position just be, then, to let it go with whatever transi-
tion or ease we can provide, but just to let it go?

Mr. Woobs. Well, I am not inclined to let industries go in their
entirety. I think what we need to do if we are getting ourselves
into that kind of circumstance—and it seems to me it takes a long
time to get there in most instances—is to do whatever we can to
ease the transition of that industry.

If those circumstances are such that that easing might best be
done by result of adjustment assistance, as opposed to quotas or to
tariffs, well, then, that is one method of easing it. In some in-
stances you might have a transitory situation where, because of
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something like an overvalued dollar, a circumstance that is not
going to continue over a long period of time and you might want to
look at the different mechanisms.

The CHAIRMAN. Yes; but that is a different matter. There you are
assuming that the industry indeed can make it against the foreign
low-wage competition but that it has a 2- or 3-year hurdle because
of our own deficit and dollar problems.

But for those industries that simply are not going to make it—
and, interestingly, this may be the position that Japan appears to
have taken on apparel, not textiles but apparel, that they just
cannot' compete with Korea and Singapore; and so, they are not
going to make a strong effort at saving their apparel industry. Not
textiles—they are still in that.

Are those decisions we ought to make? Is that an industrial
policy, and should we simply face up to it and say, “Some indus-
tries are going to go''?

Mr. Woobs. Well, I think we do have to face up to that occasion-
ally, and say that some industries just are not going to be competi-
tive. The international trading system exists on the theory of com-
parative advantage, that industrial manufacturing will follow the
places in the world where such advantages exist.

The CHAIRMAN. Senator Baucus.

Senator BAucus. No more questions.

The CHAaIRMAN. Mr. Woods, good job. Thank you. It is good to
have you with us. -

Mr. Woobs. Thank you, Senator.

The CHAIRMAN. Did I see Senator Garn come in? I have a few
questions about banking deregulation I wanted to ask.

Senator GARN. I'm ready.

The CHAIRMAN. In fairness to you, you have been ready on that
subject for a good period of time.

Senator GARN. For about 11 years.

The CHAIRMAN. Well, whatever lack of progress we have suf-
fered, it has not been your fault.

Go right ahead, Jake.

STATEMENT OF HON. JAKE GARN, U.S. SENATOR FROM THE
STATE OF UTAH

Senator GARN. Thank you, Mr. Chairman. It is a pleasure for me
to be here today, and I will be brief.

First of all, let me announce to the distinguished chairman of the
Senate Finance Committee and Senator Baucus that the Banking
Committee has already completed our hearings on Mr. Freeden-
berg, and we will have a unanimous recommendation of approval
from the Banking Committee.

That was easy to Fredict from the very beginning, because Paul
has served as a staff member of the Banking Committee for more
than 7 years, during some very difficult times on export adminis-
tration legislation.

I am not going to take a great deal of your time; I simply would
like you to know that there would have been no renewal of the
Ex;{)‘?rt Il\(dministration Act without Mr. Freedenberg's excellent
statt work.
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I started trying to revise the Export Administration Act more
than 6 years ago, and Senator John Heinz and I worked together
on a compromise 2 years ago. We had some different viewpoints,
and finally came up with what we felt was a very good compro-
mise, passed it in the Senate, went to work with the House on a
conference that lasted for more than 6 months, failed during 1984,
came back with them this spring, and finally produced an Export
Administration Act renewal. :

During all of this period of time, well over a year after we had
produced our product; although Senator Heinz and I and the prin-
cipals were not involved, the staff were involved in trying to work
out a renewal of the Export Administration Act. Paul had the lead
in our committee, and it is not an overstatement to say that with-
out his work there simply would not have been a renewal of the
Export Administration Act.

He is as professional a staff member as I have ever had work for
me, in the truest sense of the word, knowledgeable in all that he
does. I know of no one, certainly on the Senate Banking Commit-
tee, that has the detailed knowledge of export administration that
Paul does.

So, I am not going to take any more of your time, just say that I
think that this is an excellent nomination, and that Commerce will
not have had anyone assume this position who has such detailed
knowledge of the job that he is being nominated to perform.

The CHAIRMAN. Senator, thank you. Mr. Freedenberg’s reputa-
tion is well known to all of us, and especially to all of our staffs,
and everything you have said is true.

Do you have a statement, Mr. Freedenberg?

Thank you for coming, Jake.

Senator GARN. I thank you for the opgortunity of being here.
Any time you want me bacﬁ’ to talk about banking, I'm prepared at
an&time. {Laughter.]

r. FREEDENBERG. Thank you.

[The prepared statement of Paul Freedenberg and a biographical

sketch follow:]

PrREPARED STATEMENT OF PAaulL FREEDENBERG

Mr. Chairman, Senators, I am deeply honored to appear before you today to testi-
fy regarding my confirmation as Assistant Secretary of Commerce for Trade Admin-
istration.

I believe that the position that I have held for the last six years on the Subcom-
mittee on International Finance and Monetary Policy of the Senate Banking Com-
mittee has been an excellent training ground for the position to which I have been
nominated. That Subcommittee has been at the center of a great number of the key
trade issues of the 1980s.

As a member of the committee staff | have been involved in issues ranging from
the rechartering of the Export-Import Bank to the Export Trading Company Act of
1982 and the Export Administration Amendments Act of 1985. Work on those bills
sensitized me to the economic and political context of America's trade problems. 1
think that I can bring that awareness and sensitivity to my new position in the Ad-
ministration.

It is a great privilege as well as a great challenge to be nominated to the position
of Assistunt Secretary of Commerce for Trade Administration. In that job I know
that I will have to make decisions which not only frame the context for our nation’s
capacity to protect its technological superiority over our potential adversaries, that
office also will have an effect on the strength and economic viability of some of the
most productive and innovative companies through export licensing and trade
remedy decision. That I have been chosen by the President and received bipartisan
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support from Senators for that position is all the more challenging, as I try to live
up to the expectations of my supporters.

[ promise you my best efforts at vigorously and fairly administering the trade
laws and also my close attention to reconciling the twin goals of efficient adminis-
tration and pretection of our nation's technology. I have always believed that there
is no necessary conflict between those two goals, and the new Export Administra-
tion Act was written with that objective in mind.

With regard to the import side of the trade ledger, I believe that both the Con-
gress and the American people are demanding vigorous enforcement of our unfair
trade practice laws, and | intend to provide just that. | see no reason to tolerate
unfair trade practices from any trading partner, no matter what the justification.

With that brief overview, | will pause now to answer any questions you may have.
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STATEMENT OF PAUL FREEDENBERG. NOMINEE TO BE ASSIST-
ANT SECRETARY OF COMMERCE FOR TRADE ADMINISTRATION

Mr. FreepeNBERG. Mr. Chairman, Senator, I am honored to
appear before you today to testify regarding my confirmation as
Assistant Secretary of Commerce for Trade Administration.

I believe that the position that I have held for the last 6 years on
the Subcommittee on International Finance and Monetary Policy
of the Senate Banking Committee has been an excellent training
ground for the position to which I have been nominated. That sub-
committee has been at the center of a great number of key trade
issues in the 1980's.

As a member of the committee staff, I have been involved in
issues ranging from the rechartering of the Export-Import Bank to
the Export Trading Company Act of 1982 and the Export Adminis-
tration Act Amendments of 1985. Work on those bills sensitized me
to the economic and political context of America’s trade problems,
and I think that I can bring that awareness and sensitivity to my
new position in the administration.

It is a great privilege as well as a great challenge to be nominat-
ed for the position OF Assistant Secretary of Commerce for Trade
Administration. In that job I know that I will have to make deci-
sions which not only frame the context of our Nation’s capacity to
protect its technological superiority over our potential adversaries,
that office will also have an effect on the strength and economic
viability of some of our most productive and innovative companies
through export licensing and trade remedy decisions.

That I have been chosen by the President and have received bi-
partisan support from Senators for that positfon is all the more
challenging, as I try to live up to the expectation of my supporters.
I promise you my gest efforts at vigorously and fairly administer-
ing the trade laws and also my close attention to reconciling the
twin goals of efficient administration and protection of our Na-
tion’s technology.

I have always believed that there is no necessary conflict be-
tween those two goals, and the new Export Administration Act was
written with that objective in mind. .

With regard to the import side of the trade ledger, I believe that
both the Congress and the American people are demanding vigor-
ous enforcement of our laws against unfair trade practices and I
intend to provide just that. I see no reason to tolerate unfair trade
practices from any trading partner, no matter what the justifica-
tion.

With that brief overview, I will pause to answer any questions
you might have.

The CHAIRMAN. One of the things you are going to be responsible
for is section 232 of the Trade Expansion Act, and at least advising
the President on when and if to restrict imports because of nation-
al security.

Mr. FREEDENBERG. Yes.

;I‘he CHAIRMAN. What should be the standard for national securi-
tyl

Mr. FREEDENBERG. It is a very difficult one to develop. Prior to
my position with the Banking Committee I was a staff member of
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the Joint Committee on Defense Production, and, in fact, worked
on that issue for the Banking Committee after that Joint Commit-
tee was merged into the Banking Committee.

I think you have to have a good appreciation of what the defense
industrial base is—what is and what isn’t essential. I think there
are some things we can agree on and that have been enumerated
in earlier discussions of the defense industrial base. You have
talked about them earlier: steel, machine tools, and semiconductors
for example.

Probably, given the nature of our weapons systems, we need a
good, high technology base such as microchip computer capacity.
Beyond that it becomes difficult and slippery, and it is a judgment
call. Obviously, what you were talking about earlier, the textiles
would be at the other end of the continuum.

But I think it is a difficult issue. -

The CHairMAN. You mean they would be at the nonsecurity end?

Mr. FREEDENBERG. At the nonsecurity end of the continuum. I
think if you define everything going as far as textiles as national
security, you really have no definition of what isn’t national securi-
ty, and I think you need some standards.

But, I think within that continuum it is a great deal of judgment
and a great deal of Klanning. I don't know that we have really
thought that out, to the degree we are going to have to in the next
15 years, with the nature of the changing of our basic industries.
And I think we are going to have to make a judgment about which
industries are essential to preserve and, if so, at what levels. Obvi-
ously, you don’t need to preserve the industry necessarily at the
highest level of production that it has had in the last decade.

he CHAIRMAN. No; not—as [ indicated earlier—if you just
simply wanted to go to the equivalent of a U.S. ordnance plant and
have a U.S. textile plant to make the textiles that are necessary to
the military. Inefficient as the Federal Government is at marag-
ing, that might be cheaper than general protection for the entire
industry.

Mr. E‘REEDENBERG. Yes. Obviouslgé though, you would need a
surge capacity, and you wouldn’t able to do that simply by
having a Government-sponsored textile plant or something of that
sorltl. ut you would need a surge capacity in other products as
well.

The CHAIRMAN. You mentioned textiles being ‘“‘the other end of
the spectrum,” but several times in the debate we have heard any
number of Senators to say that textiles had been found to be next
only to steel as most critical to our national security. And the diffi-
cult choices you are going to have to make is that every industry
thinks it is critical to the national security. Whether you think it is
or not, it thinks it is. I don’t know how to resolve that.

Mr. FREEDENBERG. I don’t have a simple solution for you today. 1
think, again, it is a matter of judgment. Part of the advantage that
I bring to the job in terms of my background is that I have studied
this problem for a few years, and I hope I will bring that perspec-
tive to the job.

The CHAIRMAN. Do you think the administration needs any addi-
tional powers to retaliate, compete, use whatever words you want,
against either fair or unfair competition?
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Mr. FREEDENBERG. Obviously, there is always room for improve-
ment in the laws; but I think there is a very broad power available
to the administration now, particularly section 301 of the Trade
Act; and also, in terms of protection, section 201. Both of those
have very broad grants of authority.

I think the dispute from Congress has revolved around forcing a
decision—that is, the discretionary part of it. And obviously that is
theegifﬁcult part, and that is where revisions are going to be pro-
posed..

The CHAIRMAN. Indeed, those who disagree with the President’s
shoe decision are not arguing that he didn’t have the power to act.
I think he acted rightly; I am not critical. But their argument is
that he should have acted and didn't, not that he didn’t have the
power to act. .

Mr. FrReepeNBERG. That’s right. 1 think the laws are written
quite broadly, and obviously with the idea of forcing the opening of
markets. I think the question is the judgment call of how you use
that power.

The CHAIRMAN. Senator Baucus.

Senator Baucus. Thank you, Mr. Chairman.

Besides national security, Mr. Freedenberg, what other areas do
you think of as areas in which there are industries we should in
some way protect? o

Mr. FReepeENBERG. Well, I think obviously you have to have a
sense of not allowing an industry sector to be driven out of busi-
ness because of the vagaries of a particular economic phase of our
economy. .

Senator BAucus. What does that mean in the case of an industry
where the foreign competition stem from very low wage rates?

Mr. FREEDENBERG. That is a difficult question. We already have a
situation in agriculture where we have subsidies; that’s how we re-
spond. There are sugar subsidies; there are a number of other sub-
sidies that keep our industries protected or competitive.

Senator Baucus. Well, I am referring to the textile industry.
There is an industry that has suffered severe dislocation in part
from competition, from nations with lower wage rates. Is that the
kind of area deserving of protection? Its problems stem in part
from drastically changing international economic conditions.

Mr. FREEDENBERG. | think the argument can be made that theie
are times when that international competition is unfair. I think
the more difficult judgment comes when you are simply talking
about just differentials in the wages, for example, or production
costs because of particular advantages that that country has. That
is a very difficult call to make.

Obviously, though, since we are talking about textiles, textiles
have actually improved in their productivity significantly in the
last 5 years, and there are things that can be done in our country
to offset the low wages.

Senator-Baucus. Such as? I am talking about textiles now.

Mr. FReeDENBERG. There is productivity increases through auto-
mation, one of the things that lgave happened in textiles.

Senator Baucus. But jobs are being lost.

Mr. FReeDENBERG. They are, yes.

Senator Baucus. Signiticantly?
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Mr. FREEDENBERG. Yes; they are, very significantly.

Senator Baucus. So, is modernization and innovation here offset-
ting low wages elsewhere?

Mr. FrReepeENBERG. No. I think you, ultimately, get down to a
core. And the question of whether you want to preserve the indus-
try because the——

Senator Baucus. That is what I am trying to get at. In addition
to national security, what other standards would you apply?

Mr. FReepENBERG. I think in terms of the current laws on the
books, it is very difficult to come up with a standard, other than
éhe injury standard of 201, that would justify protection of an in-

ustry.

On the other hand, I think it is up to Congress to decide. If it
wishes, if it feels that a particular sector needs to be preserved, I
think (tihe power is there, and that is the way the Constitution was
created.

Senator Baucus. That is true, but often under these laws it is
not Congress, it is the President, who decides—under section 201,
or section 301, for example, we delegate very broadly to the execu-
tive branch in this area. I am trylng to get an idea of what you
think the administration’s standards would be in applying a test as
to whether areas should be granted protection. I assume some con-
ditionality.

_Mr. FREEDENBERG. Again, within the context of the current trade
laws, it is very difficult to deal with the issue of comparative ad-
vantage. They are not created for that context. Perhaps in the next
5 or 10 years we are going to have to consider that issue as a politi-
cal issue, where it should be, in the form of the Congress.

If you create a very vague standard for that, I don't know that
you will be happy, because I think it is clear that the administra-
tion isn't going to give protection simply on the basis of a vague
standard; it is going to have some direction from Congress.

Senator Baucus. Turning to a different and more specific area, I
am a little confused as to how the Commerce Department came up
with this standard generally available under the countervailing
duty laws. How the Commerce Department came up with the
standard and, how it applied it to the issue of Canadian timber
stumpage.

You know, both Canada and the United States have signed the
same subsidies code. It says nothing about general availability.
Cheap stumpage is available to those industries using lumber—but
it's irrelevant to other industries.

So, my question is: How in the world can the Commerce Depart-
ment justify this general availability test when, obviously, low
stumpage is available to and useful to only those who buy and use
timber—forest products? How can the Commerce Department with
a straight face justify that application of that standard?

Mr. FREEDENBERG. I think there is an ITC study out, due today in
fact, that would be the basis of a reevaluation of that problem.

Obviously, it is the sort of problem, particularly with the inti-
mate tradin% relationship that we have with Canada, which is a
perfect case for negotiation.

I think the problem, however, is clear, that it is hard to tell any
country what it should charge for its natural resource. But then

. we———
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there is also the question of how you interpret the particular code
and the agreement under the GATT.

I think this is something that we probably need to reevaluate
and look at in terms of this new-——

Senator Baucus. The witness preceding you, Mr. Woods, thought
that the Gibbons-Baucus natural resource subsidy bill is a good
idea. Don't you agree?

Mr. FREEDENBERG. It is something to look at.

Senator Baucus. Don't you think we should move in that direc-
tion, to cut down natural resource subsidies?

Mr. FREEDENBERG. | think, clearly, natural resource subsidies are
a problem we are going to be confronting increasingly in a number
of areas. '

hSel])ator Baucus. Don’t you think we should work to reduce
them?

Mr. FReeDENBERG. We should work to reduce subsidies.

Senator Baucus. Natural resource subsidies?

Mr. FREEDENBERG. And including natural resource subsidies.

Senator Baucus. You are a reluctant witness, but thank you,
nevertheless.

Thank you.

The CHAIRMAN. I have no other questions, Mr. Freedenberg.
Good luck.

Mr. FREEDENBERG. Thank you very much.

The CHAIRMAN. Thank you.

[Whereupon, at 10:14 a.m., the hearing was concluded.}
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