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EXECUTIVE COMMITTEE MEETING

WEDNESDAY, APRIL 22, 1987

" Committee on Finance

Washington, D.C.

The committee_met, pursuant to notice, at 10:00 a.m. in
Room SD-215, Dirksen Senate Office Building, the Hoﬁorable
Lloyd Bentsen (chairman) presiding.

Present: Senators Bentsen, Matsunaga, Moynihan, Baucus,

Bradleyj"Pr§or, Rockefeller, Dasghle, Packwood, Danforth,
Chafee, Heinz, Wallop, Durenberger, and Armstrong.

Also present: Bill Wilkins,-Staff Director; Jeff Lang,
Chief, International Trade Counsel; Mike Mabile, Trade
Counsel, Majority; Josh Bolten, Trade Counsel, Minority;
and Karen éhillips, Economist,.Minority.

Also presént: Alan Woods, Deputy, U.S.T.R.; Alan Holmer,
General Couﬁsel, U.S.T.R. |

(The prepared written statement of Senator Packwood

follows:)
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SENATOR BOB PACKWOOD

OPENING STATEMENT FOR TRADE MARKUP

APRIL 22, 1987

I want to commend the Chairman for his able
leadership on the trade issue and particularly for the
excellent series of hearings we have had this year.
while I am sure that many differences of opinion remain,
I believe the hearings have gone a long way toward
narrowing the differences among us. The Chairman has a
very difficult task ahead. But ‘T am confident that he
can succeed, as Chairman Rostenkowski did in the Ways
and Means Committee, in forging a real consensus.

I want to take a few moments to highlight three
areas of S. 490 in which I expect to offer or support
amendments:

I have reviewed the hearing testimony and spoken
with many business leaders and groups. For almost all,
their top priority in trade legislation is to give the
President a strong mandate for the recently launched
Uruguay Round of trade talks. And almost all of them
therefore oppose placing preconditions on our grant to
the President of fast-track negotiating authority. They
believe that preconditioning the fast-track on
congressional approval of a trade policy statement, as
required by S. 490, would prevent other countries from
negotiating seriously with the U.S. The Uruguay Round
is too important to U.S. business to countenance that
sort of delay.

_ This view, held by so many business groups, makes a
great deal of sense to me. I share the Chairman's
concern about the importance of consultation with the
Congress in the course of these important trade
negotiations. But I believe we can achieve the
consultation we need without hampering the progress of
the talks. I look forward to working with him and other
Members to ensure that the proper consultation
mechanisms are in place.
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In short, we should follow the example of the House
bill and provide the President un-preconditioned fast-
track negotiating authority.

A second major area in which I believe we should
follow the example of the House bill is Section 201, the
statute which allows the President to grant an industry
protection against fairly traded imports. S. 490 would
significantly restrict the President's discretion to
turn down import relief recommended by the International
Trade Commission, in cases where a majority of the ITC
finds serious injury to the petitioning industry. Where
the ITC's finding is unanimous, S. 490 would completely
remove the President's discretion to reject import
relief. This means import relief regardless of the cost
such protection might impose on consumers; tregardless of
the damage to U.S. industries that rély on the imports;
regardless of the effect on U.S. foreign policy or
debtor nations; regardless of the compensation that the
U.S. would owe our trading partners under international
rules; and regardless of the retaliation that would be
suffered by U.S. export industries.

Who favors this kind of provision? A few U.S.
industries that want to make it easier to protect
themselves against fairly traded imports. Who is
opposed? Not just the Administration. Opponents
include consumer groups, U.S. businesses that import,
and U.S. businesses that export.

Facilitating restrictions on fair trade is not, I
believe, what most of our constituents have in mind when
they press us to pursue a tough trade policy.

Unfair trade is another story. Whether to mandate
retallation against foreign unfair trading practices
under Section 301 is the issue with which we have
probably struggled the most during our hearings.

I share the serious concerns raised by the
administration and most of the witnesses before this
Committee about truly mandatory retaliation. Tt is
possible to construct many hypotheticals in which
retaliation -- despite the existence of a foreign unfair
practice -- would greatly disserve both the petitioning
U.S. industry and the broader national interest.
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But I have also found persuasive the arguments of
the Chairman and others that, by tolerating unfair
practices in some special cases, we encourage them in
all cases. I agree that we would strengthen the
President's hand in negotiating with our trading
partners if he could say: The law gives me no choice;
we must resolve this dispute over your unfair practice,
or I will be obliged to retaliate.

The Chairman's bill judiciously limits such
retaliation to cases involving trade agreement
violations. I agree with that approach.

I would, however, add one important refinement:
Where the trade agreement specifies a dispute-settlement
procedure, retaliation should be mandatory only after
the U.S. has won a dispute-settlement ruling (such as a
GATT panel ruling) by which the other side has refused
to abide. To require retaliation for a trade-agreement
violation -- without first pursuing the agreed dispute-
settlement procedures in that same agreement -- seems to
me not only to undermine the U.S. position on trade-
agreement enforcement, but also to invite justifiable
counter-retaliation.

The European Community recently published a 26-page
list of U.S. trade barriers. I don't happen to agree
that all or even most of the practices they list .are
unfair, but they probably argue that most are. If EC
law suddenly required them to retaliate on all those
practices -- without necessarily waiting for proper
international adjudication -- I expect we'd find
ourselves in a massive trade war in no time.

Recognizing that the respondent in GATT cases has
often been able to delay resolution of dispute-
settlement indefinitely, I would add this further
refinement: If the dispute-settlement mechanism has not
produced a decision within 18 months (and the delay is
not the responsibility of the petitioning U.S. side),
then the U.S. is to consider the case as having been
favorably resolved for the U.S.

The proposal thus places a great deal of pressure

on the GATT to adjudicate disputes expeditiously and
effectively. But that, after all, is where the pressure
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belongs -- not in the realm of a diplomatic
confrontation between allies.

The Section 301 position I have outlined is
significantly tougher than what is in the House bill,
which does not really mandate retaliation in 301 cases
at all. This approach will also not be satisfactory to
the Administration, which, understandably, is seeking to
.retain discretion in all 301 cases. But I believe this
Committee wants to take a strong stand against
violations of trade agreements. If we are to take such
a stand -- and I expect to join in it -- we should do so
only while observing the same trade agreements
ourselves.

I believe this was the sponsors' intent behind the
proposal in S. 490. I hope and expect that we will be
able to work together on the refinement I am suggesting
in the Section 301 area, just as I hope and expect that
we can all reach agreement in most other areas. I am
- confident that, with the Chairman's able leadership, we
can produce a bill that will be applauded by this entire
Committee and the broad national and constituent
interests we are here to serve.

bl138
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The Chairman. WiLL you please cease conversation? And
will those that are standing, please find a seat?

Today marks an end and a beginning and a continuation of
what we have been doing on trade in the Senate Finance
Cnmmittee. It is the end of several months of hearings, the
beginning of a markup, and the Continuation of what I hope
will be very succegsful, bipartisan bill passed by the Senate
and put on the President's desk this year.

And looking at this schedule and what we have said we
were trying to do, we have said from tne beginning that we
would not start markup until the House had their bill prepared
to debate on the floqr of the.United States House of

Representatives and was out of committee--out of the Ways

and Means Committee. The other thing that we are running into

is the concern about the budget and reconciliation.

They are planning to discuss the budget on the floor of
the Senate this coming week-—-possibly the Llatter part of this
week--and perhaps to send to us a reconciliation measure that
could have a deadline with May 15th, and looking at having to
raise billions of dollars in this cqmmittee.

So, what we want to do is use this time slot to try to
work on the trade biLl and fo get it moved through this
committee. What I anticipate will happen is that‘we will for
the balance of this week--I doubt that we will have any

markups this week, unless this goes faster than I anticipate
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--but then next week we will go to markup and I assume the
week thereafter. And I assume we will need two or three
weeks for staff to prepare that report.

It is critically important we have a report where they
have gone into the detail and done as good a job as they can
in resolving differences ahd developing clarity Qﬁich Qill
carry thcough'the rest.of‘the process of the legislation on
the floor of the Senate and finally going into conference.

But now we come to the hard part. The easy part has
been the listening and asking questions. Now, the problem is
making decisions. And what we are trying to do in this process
of making decisions is fo provide some of the answers to our
country's trade problems.

None of us, I know, pretends to know all the answers to
this concern. None of us is asking America to swallow some
magic potién that is all of a sudden going to make that $170
billion trade deficit disappear;

It would not do foé any of us to overstate the goats'that
we are trying to accomplish, but those who dismiss the’impact
of a carefully thought-out trade policy, brought about through
legislation for our country, d§ a serious disservice and
underestimate the impact.

Let me mention just one element of such a policy. If by
our efforts we do no more than assure that trade achieves a

position of prominence in this country and its high profile,
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then we have achieved much. We all know instances in which
diplomats have bLockéd.some of the economic efforts we have
made on trade because they are afraid of ruffling somebody's
feathers. Our friends and allies have lLong been aware of the
competitiveness of the marketalace, and I doubt that their
feathers ruffle as easily as our diplomats think they do.

In fact, if we establish a carefuily‘thought—out,
predictable trade policy, I think we are going to ruffle the
feathers of diplomats much less than we do under the present
ad hoc type of response that we are seeing.

Sure, the Japanese were surprised and disappointed when
we asked them to Llive up to a trade agreement. We just hadn't
done that before. Of course, the Japanese are our friends and.
allies, but so is the car dealer; so is the furniture merchant
who drives the hardest and the toughest bargain that he can
drive.

I took forward to the day when‘the councils of power at
the White House consider the effect of trade on any actions
that fhey take. I look forward to the day when the Trade
Representative sits at the right side of the Président, and
today, sometimes, he isn't even in the room. I have never
understood why a President of the United States--this or other
Presidents--take off for major economic summit meetings,
whefher they are in Bonn or Tokyo or wherever they may be,

without taking the Trade Representative with them every time
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they go.

I promise you the chief executives of other countries
have their trade minister with them at those kinds of meetings.
And we can hope that when they convene at the summit

meeting in Venice,.and trade has'to‘be onhe of the major
considerations and a concern about the possibilities of a
worldwide re;ession, that Ambassador Clayton Yeutter is going
to be cruising those canals right along with the U.S.
Delegation.

.what we are aiming at today is to establish a predictable
trade policy for this country and to help ensure that this
policy andvthe officials who are its advocates have the kind
of standing that our national interest:demands.

I yield to the distinguished ranking member of the
minority, Senator Padkwood, for any qomments he might havg.

Senator Packwood. Mr. Chairhan,_thank you. i want to
commend the chaiiman fqr his able leadership on this trade
issue and particularly for the excellent series of hearings
that we have had this year. While I am sure that many
differences of opinion remain, I believe the hearings have
gone a long way toward narrowing those differences.

The chairman‘hés a diffi;utt task ahead, but I am confident
that he can succeed, as Chairman Rostenkowski succeeded in
the Ways‘and Means Committee, in forging a real concensus that

I think, in the Ways and Means Committee, is a pretty good
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bitl. I want to take a few moments to highlight three areas
of S. 490, with which I expect to offer or support amendments.

I reviewed the testimony and have spoken with most of
the business leaders and groups that are interested in this
subject. For almost all, their top priority in trade
legislation is to give the President a strong mandate for
fhe recently launched Uruguay Round of Trade Télks. And almost
all of them, therefore, oppose placing preconditions on our
grant to the President of fast track negotiating authority.

They believe that preconditioning the fast track on
Congressional approval of a trade sfatement, as required by
S. 490, would prevent othér countries from negotiating
seriously with the U.S.

The Uruguay Round is too important to U.S. buéiness to
cbuntenance that sort of delay. This view makes a great deal
of sense to me. I share the cnairmnn's concern about the
importance of consultation with the Congress in the course
of these important trade negotiations; but I believe we can
achieve that consultation without hampering the progress of
the talks.

I look forward to working with Chairman Bentsen and other

imembers to ensure that those consultation mechanisms are in

place. In short, I think we should follow the example of the
House bill and provide the President with unpreconditioned
fast track negotiating authority.
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A second major area in which I believe we should follow
the example of the House bill is Section 201, the statute
which allows the President to grant an industry protection
against fairly--and I emphasize fairly--traded imports.

S. 490 would significantly restrict the President's
discretion to turn down import relief recommended by the
International Trade'Commission in cases where a majority of
the International Trade Commission findé serious injury to
the petitioning industry.

And where the International Trade Commission's finding is
unanimous, S. 490 would completely remove the President's
discretion to reject impértant relief. This means import
relief, regardlesé o% the cost of sudh protection might impose
on consumers, regardless of the cost of damage to U.S.
industries that rely on the imports, regardless of the effect
on U.S. foreign policy or debtor nations, regardless of the
compensation that the U.S. would owe our trading partners
under international rules, and regardless of the retalijation
that would be suffered by U.S. export industries.

Now, who favors this kind of prqvision? A few U.S.
industries that want to make it easier. to protect themselves
against fairLy--faiELy--trade imports. Who is opposed? Not
just the Administration; almost all consumer groups, most of
the spokespersons for U.S. businesses that import, and U.S.
businesses that export.
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Facilitating restrictions on fair trade is not, I
believe, what our constituents have in mind when they press
upon us the adoption.of a tough trade policy.

‘Unfair trade is another story. Whether to mandate
retaliation against foreign unfair trading practices under
Section 301 is the issue with which we have probably struggled
the most_in these hearings; and I share the serious concerns
raised by the Administration and most of the witnesses before
this committee about truly mandatory retaliation.

It is possible.to construct many hypotheticals in which
retaliation would greatly disservice Both the petitioning U.S.
industry and the broédef national interest. But I have also

found persuasive the arguments of the chairman and others that,

by tolerating unfair trade practices in some special cases,

Wwe encourage them in.aLL cases.

I agree that we would strengtheh &he President's hand in
negotfating with our trading partners if he could say:.'The
Law gives me no choice;-we must resolve this dispute over your
unfair practice, or I will be obliged to retaliate.

The chairman's bill judiciously limits such retaliation
to cases involving trade agreement violations, and I agree
with that approach. I would add, however, an important
refinement. Where the trade agreement specifies a dispute
settlement procedure, retaliation should be mandatory only

after the U.S. has won a trade dispute settlement ruling by
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which the other side has refused to abide.

To require retaliation for a trade agreement violation
without firét pursuing the agreed dispute settlement procedures
seems to me not only to undermine the U.S. position on trade
agreement enforcement, but to invite justifiable counter
retaliation. And HMr. Chairman, I would ask that the remainder
of my stgtément be placed,in'the record.

The Chairman. Yes, of course. We will do that without
objectioh. Senator Moynihan?

Senator Moynihan. Thank you, Mr. Chairman. In what I
am sure will be a sequence of tributes, I want to thank you

for first having held this remarkable series of truly

informative hearings. You did not fill up our witness tables

with citizens who, however 1imminent, were confined to five

minutes in their opening statements and got one question

answered before the noontime hour came.

We have lLearned a Lot. You have brought us a good piece !
of legistation in S. 490. You have let us_individually take
sections of it that we might be able to learn better than we‘
might do as a whole and speak.more informatively on the floor f
when that time comes. I will be with Senator Chafee and |
speaking to the matter of what Senatbr Packwood mentioned on
the Section 301, where indeed we do propose to strengthen the
President's hand in those negotiations.

I would make three quick points. First, the most important
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-observed that Japanese pay something like three to four times

10

thing the world should know is that we are reauthorizing for
10 years the President's power to negotiate the Uruguay Round
of trade barrier reductions under the GATT. We are now
closing down; we are opening up and carrying on.

At Least two presidents will do this and maybe even three.
It.takes us almost to the end of the century.

The second point perhaps to make is that we have heard a
great deal of testimony on both sides of this general case
--and there are hore than two sides--but we are aware as a
committee, Mr. Chairman, I think that the United States is
perhabs more sinned against that sinning, but we are not without
fault.

Milton Friedman in the Wall Street Journal last week

the world price of meat--Japaneée consumers-fandvAmerican
consumers pay three to four times the world price of sugar.
So, we are nof immune to that temptation.

Lastly, theré is a.section which we have added which
particularly interests me and some other members on exchange
rates. We have come to see exchange rates as an extraordinarily
influential factor in trade balances, and we have observed,
for example, nations which peg their currencies to the dollar

can find themselves in an advantage which ought not to be :

there, if there were normal economic movements in the exchange !

rates.
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And somehow attendant to that area is a moot aspect of
trade policy which we do address, and I hope we .are going to
do well with‘that. And again, thank you.

The Chairman. Thank you very much, Senator. Senator

Rockefeller, any comments'you might have?

Senator Rockefeller. Thank you, Mr. Chairman. I am very

glad that.ue are finally ready to do business on this bill,
and I think your lead-up of hearfngs has been exceptional and
fair and highly a learning process.

I have just:returned from a week in Korea and in Taiwan
and in Japan; and tHat reinfdrces,.Mr. Chairman, my own
conviction that we have to, as you have indicated, build
predictability into ouf trade process. Korea is unstable in
some ways, but certainly stable in its growth--12 bercent
last year. It has everything going its way. It may or may
not be flexible.

Taiwan has a nine percent growth, 53 percent foreign
reserve surplus. It says the money does not belong to the

government; they are unsure what to do with it. They are an

extraofdinary success story. They may or may not be flexible.

The Japanese, I think, are quite prepared to dig in for

ffthe Long term. Whoever it is that will succeed the Prime

Minister, whether that be Mr. Abbe who is in town now, Mr.
Takashta'or Mr. Miazala or any others, will be in my judgment

more hard=-line than the present prime minister.
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Ministers of those agencies in that country can talk about

stimulating the economy, can put -on paper policies to do so,
but they are undermined by their own bureaucracies, which are
there fér the long term and do not change with government.

Jaéén has everythiné going ifs way, Mr. Chairman. It has
no reason to give except as they_undérstand that we mean
business.

Your bill, in my judgment, means business, is serious,
and is aimed at that most essential international token of
trust; and that is predictability.

I think it is a good bilt. It may qr.may not change in
this committee or on the floor, but a bill of that strength
must and will be enacfed. And I.thahk the chairman.

The Chairman. Thank you. Of course, a bill with the
magnitude and complexity of thié one will have some.changes.
We understand tHat, and that‘is oﬁe of the reasons for this
kind of debate to take place.

I was just thinking about some of the controversy over
trips overseas that Congressmen make, an&~then I was thinking
how valuable like that one is insofar as jnforming'our
membershih.

Senator Moynihan. Mr.'Chairman, might I add: particuLarLy
if you spéak Japanese, as the Senator from West Virginia does.
The Chairman. That is true. Senator Armstrong, any

comments?
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Senator Armstrong. Thank you, Mr. Chairman. I will
pass for the moment. |

The Chairman. éenator Danforth?

Senator Danforth. Mr. Chairman, you have been working
very hard on this since you assﬁmed the chairmanship of this
committee. You and I are partners of Long standing on various

matters, particularly trade legislation, I think going back

1to 1979 which was the first trade legislation, where we worked

together. I look forward to that partnership continuing.

Clearly, the Unitéd States is running a $170 or so trade
deficit, and it has to change and it QiLl. The question is:
Ih what direction will fhey change? You and I believe in the
principles of freé trade. We do not want to see America
retreat into a policy of protectionism. We hope to maintain
that principle of free trade.

But it is clear that the days of one-way free trade are
over. The United States of America is not going to be a

doormat to the world. We are going to engage in international

trade. We are willing to buy the products of other countries,

but they must be.uilling to buy our products. That is not
the situation today.

It is not the way business 1is condhcted with the rest of
the world at the present time. I believe that the bill that
you and I and others have introduced goesva long way toward

restoring a sense of balance and fairness in international
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trade. This bill obviously is a part of a process which
involves the House of Répresentatives, It involves not only
the Senate Finance Committee but members of the Senate on the
floor and the Administration. |

My hope is that we can get together and put together
Legislation which will become law. I don't know what the
position.of the Administration is going to be. I do know
this, that sooner or later the thrust of this bill is going
to become lLaw--sooner or later--either before or after the
1988 elections. R

So, I look forward to working with you today in the world
of aluminum baseball bats. Play ba[l.

(Laughter)

The Chairman. Thank_you, Senator Danfotth; and I, too,
have enjoyed the partnership in workiné oﬁ these problems.
And we have got ourselves a bipaftisan biLL; members on both
sides endorse it. I think that is the way to continue and
I think that is the way I want it to be. And we have had a
great deal of conferring with the Administration as we have
gone along.

There are differences with the Administration, of course.

We have had them with every Administration that has come along.

Senator Wallop?
Senator Wallop. Thank you, Mr. Chairman. I want to
express—-—and I don't know whether it has been or not--but at
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least a modest skepticism about the route and course we are
about to undertake. While it may.not be our policy to have
protectionism, it may be our.achievement. It may run away
from us, and I see many people who are willing to take a
d@se of moderatfon and turn into a déllop of extremism.

- You hear it; you read it;«and I just hope that as we
undertakq thfs——and I would caution us against Locking into -
law the inability to change, and I see signs--dangerous signs
-~that may be contained within this-bitl. And I am not
saying that there are no parts of this legislation that I
agree with, because there are parts that I do agree with.

But I sometimes take a look at which you have described
as a bill of size and complexity thcﬁ surely it is, and it
would not be the first time the Finance Committee or the
House Ways and Means Committge or both Houses of Congress have’
achieved things that were beyond their intent. And I think
the tax bill has achieved a few things beyond our intent.

In this instance, I am concerned frankly about where we
may go; and we have only to look at the anxiety and hardship
that we have created within our own country with the tariffs
that the Administration has put in place to take care of the
computer chip problém to see that there are a great many
Americans who can be hurt while we'seék to help some other
Americans; and I hope that we keep those in mind, whose jobs
and livelihood depend on éither the free flow out of this
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country of goods that they presentty produce or the flow of
goods into this country which they presently earn their

livings from.

In the process, I think we best be careful. I listened

to Senator Moynihan say that we khow now the extremely
important nature of exchange rates, and I don't quarrel with
fhat; but I wonder whether you can put exchange rates intq

a trade bill andAhave an effective ability to function in
worltd markets.

The Chairman. I appreciate the words»of caution and
prudence. They are always warranted, I am sure, on major
legislation. Let me give you the sequence of arrival. It
is Moynihaﬁ, Packwood, Rockefetler, Afmstrong, Danforth,
Wallop, DaschLe, Badcus, and Heinz. Senator DaschLe?

Senator Daschle. Thank you, Mr. Chafrman. I want to
joinvﬁith all of those who have already commended the chair
for the excellent set of hearings that we have had in
preparation for the markup today. The staff in particular
deserves commendation for providihg us with the information
necessary and preparation for those hearings and the qhality

of the witnesses that, in my opinion, were some of the best

fin my experienee in either the House or now in the Senate that

I have had the opportunity to learn from.

And so, I appreciate having had the opportunity that you

gave us through those hearings, The word in this trade balance
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problem that we face has been in the last few months
“competitiveness"; and I suppose ‘that will be a word with
which we must contend as we deLiberate in the next few days.

But I would hope that a far more significént word and
uppermost in the minds of all of us is that word "balance"
because I think that is really what we are all trying to
accomplish here; it i; balance. And Senator Wallop has
addressed that from his perspective, and I think it needs to
be addressed as we take up each of these. issues.

Balance with regard to the way decisions are made in
trade pdlicy in the future between the Administration and
certéinLy Conéresé. Balance with fhe way'we implement Section
201 and Section 301,'but we haven't seen balance in the past.

Welhave seén a sort of haphazard approach to the
utilization of those sections. It is important that from here
on out we}show c@ntinuity and show some balance. Balance with
regard to our response to the barriers that we find abroad,
especially as they relate to trade adjustment assistance and
some of the concerns that we now have with.regard to creating
fairer trade.

Balance {s going to be a critical word for me as we
analyze amendments and as»we try to create a policy that
doesn't respond as much as it does prepare; and that is going
to be critical.

I doh't think we want trade policy that responds to the
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problem we have right now, as important as that may be, but
a poLic} that prepares us and creates‘a means by which we
can better cope with-trade policy in the future.

And I am hopeful that this will be a lot more prospective
than retrospective as we address the needs that we have, not
necessarily for 1987 bqt for the next decade and the year 2000.

So,lI hope that balance and that prospective is evident
as we progress; and I am very hopeful that, given the
opportunities you'have, we Llive up to the expectations that
afe upon us. Thank you,.Mr. Chairman.

The Chairman. Thank you very muéh. Senator Baucus?

Senator Bawucus. Thank you.very much, Mr. Chairman. I
truly want to'COngratuLate you for these hearings and for
this markup. I think the markup on this bill is going to be
the most important matter that this committee is going to
take up this year and perhapsvéven the rest of this decade.

I think it is an_extrémeLy important measure that we are
now taking. I think, tHough, that when we consider this, it
is important to consider it in contexf. Our deliberations
here are watched by many. They afe being watched by Americans.
They are being watched by people in countries all over the
world. And I think it is important that we set a very good

example as we deliberate.

To Japah, for example, it is important to tell the Japanesg

particularly as Prime Minister Nakasone will soon be visiting

Moffitt Reporting Associates
(301) 350-2223




10

"

12

13

14

15

16

17

18

19

20

21

22

23

24

25

19

Washington--next week, in fact--that we are very good friends

of Japan. We want to be good friends with Japan. We tell

Japan, though, to work not against us but work with us because,

if Japan does not, both the Unitedetates and Japan are going
to pay adverse consequences.

I think it is aLs§ important to realize that much has
changed in the last several years. Between the years 1980
and 1985, for example, the yen fell against the dollar about
30 percent. w§ all know thaf, since then, the yen has risen
against the dollar by about 46 percent; in roughly-the last
18 months.

In 1977, too, Japan's globaL.surpLus was $36 billion.
Ours in that same year was about the same; it was $30 billion.

Just last year, however, Japén's current count surplus
rose to $102 billion. Fgr us, our current count deficit was
aSoutvthe same, $106 billion; that is a deficft. Theirs waé
a surplus.

In 1979, the U.S. budget deficit was $40 billion. Last
year, however, it rose to over $200 biLLipn, the largest in
the history of the world. American productivity rose by just
point seven perceﬁtage points, the slowest growth rate among
the developed world. Japan's rose by 3.8 pércent, five times
our growthvrate.

Mitsui bought the EXXON building, the Rockefeller Center.

The Gephardt ahendment probably passed the House. Japan's
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overriding concern is to maintain its export base, with Little
priority given to improving its people's standard of Lliving.

Americans meanwhile give top priority to maintaining our
standard of Lliving artificially, through excessive Federal
budget deficits and short—-term consumption patterns.

So, what do we make of aLL this? I think it is time for
America to begin to develop a coherehf; comprehensive trade
and competifiveness po(icy. Trade must be our primary thought;
not an afterthought.

We passed a comprehensive Tax Reform Bill, bug we passed
over its effect on our international competitiveness.

Moreover, our approach is too reactive. We wait until
Jujitsu announce§ its acquisition of Fairchild semiconductors
to begin deveLoping'a foreign investment strategy. )

In_short, we need a trade policy that is both comprehensive
and that 1is gonscience; We need guiding bfinciples; My
guiding principle throughout this'markup'witl be simply this.
We should enact Legislation that will Hetb America under free
and fair market conditions to produce goods and services that
we can sell competitively in international markets while
simultaneously maintaining or expand%ng the real incomes of
Americans.

In short, I will just proposaLs we consider by whether
they will strengthen America's long-term competitiveness.

To me, competitiveness means recognizing that for America
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the world has changed. The level of our trade has more than
doubled in the last two decades. We can't build walls around
our country either. We must compete.

But other countries also can't build walls. They must
compete, too. There is no reason why Japan should sell {n
America if America cannot sell in Japan.

Thomas Jefferson, I think, récognized this need for
change in words that are inscribed on the'Jefferson Memorial,
and I quote: "I am not the advocate for frequent changes in
the Llaws and Constitution, but laws and institutions must go
hand in hand with the progress of the human mind. As that

becomes more developed, more enlightened, as new discoveries

are made, new truths discovered and matters and opinions

change, with the change of circumstances, institut%dns must

advance also to keep the pace with the times.”

Jefferson's wordé are timeless. We must change. We
cannot rely on institutions and economic arrangements of
the'past.to Lead us into the future.

Mr. Chairman, I think that this bill that you have broughti
before us is a very significant, giant step in that direction.

I thank you. ' é
The Chairman. Thank you, Senator. Senator Heinz? |
Senator Heinz. Mr. Chairman, in the interest of moving

to the markup, I have no opening statement.

The Chairman. Thank you, Senator Heinz.
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(Laughter)

The Chairman. There will be no applause in the audience.

(Laughter)

Senator Heinz. On second thought --

(Laughter)

The Chairman. No, we will proceed to‘the markup. Thank
you very much.v If you would proceed, please.

Mr. Lang. Good morning,.Mr. Chairman. There will be
two documents we will be working from. The first, which has
an. "A" on it, is a spreadsheet, and the second is a typed
script document with a "B" on it. The first document compares
current law, the House bill as reported by the Ways and Means
Committee, S. 490 wh%ch is the Senate bill co-sponsored by
a number of Senators; and Supplement B cross-references all
of these matters to the Administration bill, S. 636.

wé will refer to these as we go along. Several
departments of the Administration, including the Office of
the U.S. Trade Representative, have reviewed all of these
documents and given us their comments. They are giving us a
few more comments.

We are discovering a few things ourselves, and your staffs
are ffnding a few things that need to be changed. It may be
that we will need to put an errata sheet out this afternoon,

but this is the document we will work from.

We put your names on each one. If you want us to keep
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The spreadsheet itself has a table of contents at the
beginning. The_tabLé of contents pages are numbered at the
top and the center, whereas the pages of the spreadsheet
itself are numbered in the upper riéht-hand cdrner. The
first 10 or 12 pages are just table of contents.

And.I am going to begin with page 1 of the spreadsheet
that is Labeled at the top in the center, '"Negotiating
Authority."

By the way, I might say that representatives of various
departments of the Government who are‘concerned with these
matters are here this mérning, including peoplg from the USTR
and the ITC and so on.

S. 490 has a relatively simple approach to the question
of authority to negotiate. It does not dis;inguish between
tariff and nontariff aﬁthorities; it gimply authorizes the
President to hegotiate, both tariff and nontariff agreements
for a period of 10 yéar§,‘which begins January 3, 1980 or
tﬁe date of enactment, if that is lLater.

The reason for choosing January 3 is, of course, that
under c¢urrent lLaw some types of authority expire on that datef

In contrast, the 6thgr current Law and the other'biLls
under consideration are more complicatea. They distinguish
between nontariff authority and tariff authority. The only

authority existing under current law is that to negotiate
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nontariff barrier agreements. It s the authority that expires
January 3, 1988.

Tariff negotiating authority expired in 1980 and has not
been renewed since.

Under the House bill, authority to negotiate with regérd
to nontariff matters would be extended through January 3, 1991,
and it could be extended for an additional two Years if neither
the Ways and Means nor Finance Committee disapproves the
extension within 60 days after the President makes a
submission proposing the extension.

Under the Administration bill, the nontariff barrief
authority would be enacted as permanent authority. As to
tariffs, as 1 said, under current law that authority expired
in 1980. I am now on page 2 of the spreadsheet.

.with regard to the House bill, it reestablishes the
Presideht's authorify to negotiate tariff agreements énd would
extend it for the full five years throng January 3, 1993.

There are some Limi;atiohs on the authority to negotiate
tariff agreements in the House billf They are Llisted under
the column "H.R. 3" on page 2. These kinds of limitations
on Presidential authority have been tradit%onat since the
trade agreements program was first enacted in 1934.

S. 490 also contains a Limitation of this type on the

President's tariff cutting authority, even though his authority

is unitary; that is, it is the same for both tariff and
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nontariff matters.

In thé Administration bill, this matter is reflected on
page 1 of the supplement with the big "B" on the corner.
There in the mfddle of the page, it says "As to tariffs," and
ybu can see thét it reestablishes.the President's authority
with regard to tariff maftérs for a period of 10 years, rather
than the'fivé that is in the House bill and the 10 that is
in the Senate bill.

The Chéirmaﬁ. By all meéns, interrupt as we go along
if you have a question; that is the time fo do it.

Senator Packwood. Just to make sure that 1 understand,

and maybe some others on the committee, tariff versus nontariff.

The President used to have the power to enter into tariff
reductions or increases as the case may be by proclamation,
without submitting it'fo Congress. Is the cprrect?

Mr. Léng. Yes, sir.

Senator Packwood. That ran out iﬁ 1980°?

fir. Lang. Yés, sir.

Senator Packwood. The Houée, in essence, reinstitutes
that process,Awith a slight variation?

Mr. Lang. It does. The way we have set things up for
discussion is fjrsf.to describe the authority to negotiate
and then the process by which the results of that negotiation
are implemented. There is, some perLe believe, an important
dfstinction between the two.
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Senator Packwood. I just want to make sure what 490
does, what the law was, what the House bill--we can't call it
the House bill yet--what the Ways and Means Committee .did.

But under the Ways and Means Committee bill, the President
by proclamation coQLd still make tariff changes. Under 490,
the President could not; they would be submitted the same way
as nontaniff'changes would be sugmitted?

Mr. Lang. Yes, sir.

Senator Packwood. Thank you.

The Chairman. Let me make the point again because some
people may have missed that. We do have here, labeled as "B",

the Administration's bill; and it is cross-indexed and

available. ' ‘ . Poe

Mr. Lang. On page 3 of the spreadsheet is a description

of what has come to be known as bilateral trade agreement

negotiating authority. Under S. 490, bilateral trade agreement
negotiating authority is extended for the 10-year period.
This authority was first established in 1984 to address

the Israel Bilateral Trade Agreement, and it is now in use !

!
!
i

with regard to a bilateral trade agreement negotiat%on with
Canada. | ;
In order for this authority to gé into effect under currené
lay, it requires committee preapphovaL, which is a process in
which the President sends up a notification that he has been

asked by a foreign government to enter into such a negotiation;
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and he believes it is in the national interest to do so. And
if neither the Finance Committee nor the Ways and Means
Committee disapproves that notification within 60 days after
it arrives, the President has the authority to proceed to
negotiate.

This bilaterat ahthority covers both tariff and nontariff
matters;vtﬁat is, they are both subject to later Congreésional
approval by separate enactment. Cerent law always contained
--at least since 1962--a provision that allowed the President
to proceed on what is known as a.conditional, most favored
nation{bésis, that is, nations which did not sign the agreemenfs

he entered into at the GATT.

He could recommend to Congress and not receive the benefit | -

of those agreements. In most cases, he has not done so; but
in 1979, the President did recommend that the benefits of
éome nontariff agreements not be extended to countries that
had not signed them.

Under H.R. 3 with regard to bilateral tariff negotiations,:
it extends the system under current law from January 3, 1988
-—-the date on which it will expire under current faw--to the
full fjve:years under the House bill, January 3, 1993, excepf
for hegotiations now under way with Canada. The authority |

would not be extended for that.

There are also some special Llimitations on bilateral

agreements under the House bill reflected in the H.R. 3 column
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on page 3; and with regard to the Administration bill, looking
at the middle of page 1, there is no separate bilateral
agreement authority.. Current Llaw would be extended on that
matter, and also the Administration bill has a special note
with regard to the pending Canadian discussions, which is that
the extension of negotiating authority does not apply to an
agreement that was in negotiation in January of 1987, meaning,
of course, the Canada discussions.

Senator Moynihan. Mr. Lang, could I ask you: The
Canadian negotiating authority expires when?

Mr. Lang. January' '3, 1988, sir.

Senator Moynihan. Yes. .So, there is a specific cutoff
in the House ;nd the Administration bills, but not in our bill?
~Mr. Lang. In effeét, under the Senate bill, you would

élso.not-- Tﬁe way it would work under the Senate bill is

that if the President wished to continue the Canada negotiation
beyond January 3, 1988 and if his authority to negotiate were
extended, then he could continue with the Canada negotiations
so long as he survived anofher committee preapproval process.

He would have to come back to the committee to --

Senator Moynihan. Which ﬁe barely did suryive the first
time around. Mr. Cﬁairman, I think we should keep in mind
that we have far more trade with Canada than we have with
Japan or any other countfy in the world, and we might want to
make sure we provide for that éomewheref
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Senator Packwood. Now, I want to make sure what Senator
Moynihan is saying. You are saying if we pass S. 490, that
the President's negotiating authority with Canada runs out
shorf of another preapproval?

Mr. Lang. Yes, sir. That is another way of saying it.

Senator Packwood. Then, if we get to August or September
and the qegotiations are dragging a bit, Canada is going to
say: Now, wait a minute. How do we know what is going to
happen? I sense that is what you are driQing at.

Mr. Lang. Yes, exactly..

Senator Baucus. Mr, Chairman, if I might ask a question?
Does this apply only to Canadian bilateral trade negotiations?

Mr. Lang. No. ALl these provisions on bilateral
authority are stated generically. That is, the Administration

provision does not extend authority with regard to Canada and

is stated in terms of bilateral agreements that were under way

on January 1, 1987; but in effect, they all only apply to the
Canada agreement. Other bilateral authority would simply be
extended for whatever period.

Senator Baucus. So, under 490, if the President's
negotiatfons with Canada become stalled, would the
Administration have to come back and agk for an extension?

Is that correct?
Mr. Lang. Yes, sir. That is correct.

Senator Baucus. And would that request come to the
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Finance and Ways and Means Committees?

Mr. Lang. Yes, sir.

Senator Baucus. Now, assuming 490 passes, if the
Administration waﬁts to begin free trade negotiations
b%LateraLLy Wwith some other countfy, would that requesf
come before the committees?

Mr. Lang. The same process. Yes, sir.

Senator Baucus. The same process? So, the commjttees
would have to affirmatively disapprove within 60 days in order
to preyent the negotiations from proceeding?

Mr. Lang. .Yes, sir.

Senator Baucus. Thank you.

Mr. Lang. S. 490 contains one provision under what might
be called "Special Negotiating Authorities.'" It is reflected
in the right-hand column on page_4 of the spreadsheet. It is
the authority for the Presiﬂent to undertake action to initiate
bilateral negotiations with Hong Kong, Korea, Taiwan, and
others that peg their currencies to the U.S. dollar for the
purpose of assuring that those countries EeguLarLy and promptly
adjust the rate of change to reflect underlying economic
realities.

As you can see from the spreadsheet, bath current law and
the House bill have a number of other kinds of special
authorizations. One that might be of interest jn the House bill

is that there is a list of a number of articles with which the
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President is authorized to enter into an agreement with Canada.
It is a specific list of specific articles.
| The second part of thﬁs spreadsheet begins on page 5 as

prerequisites to --

Senator Armstrong. Mr. Chairman, befdre we péss over
page 4, may I just ask a question about the currency exchange
rate?

‘The Chairman. Yes, of course.

SenatorlArmstrong.‘ éoth the Ways ands Means Bill and S. ;
490 provide for some form of negotiations. What do the sponsors

really intend? What is the expectation that would come out

of this?_

Senator Moynihan. I believe I am the sponsor on this

side. We have situations where, as in recent months, we have

seen the decline in currency such as the mark and the yen in

no such debLine--excepting one being negotiated with Korea--
in countries which, by pegging their currencies to the doltar,
can évoid those movemehts. And we think they do. not reflect
economic reality, and they are an artificial advahtage and
that the President ought to be able to negotiate and should !
learn about them. Certainly, he can negotiéte whether we tell
him to or not.

Senator Armstrong. In other words, with respect to Hong

Kong and Korea, what we are really saying is that we think that
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they are pricing their goods and services to us too lLow.
Senator Moynihan. That 1is right.
Senator Armstrong. And offering, in effect, to pay us
too much for what we sell to them. Is this simply advisory

Language or an expression of intent?

Senator Moynihan. Of necessity, advisory, but it indicates

our concern. Mr. Chairman?
The Chairman. Yes, I would add to that. If you look at
the situation with Taiwan, they have an enormous surplus plus

an enormous trade surplus; and then with no inflation, as they

' have not had, and then you look at what has happened to their

currency as related to ours. 'And it not only hasn't moved
along with the yen and trying to correct it, but has moved

somewhat in the other direction.

So, what you are seeing today i1s that if we make that kind

of headway with Japan).as we hope to with a change in currency
vaLuatﬁons, you Wwill see Taiwan and Korea waiting to come in
and fill that-void. And that is a concern to us.

But I think rightfully so, this is an advisory thing and
not a mandatory thjng that we are talking about.

Senator Baucus. Mr. Chairman, I might add onto this. I
don't know what the exact figure is, but'the.figure I have
heard is 40 percent of the value of trade between other
countries and the United States is with currencies other than
the yen and the Deutchmark, that is, the Korean wan and
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the Taiwanese currency and the Canadian dollar, etcetera.
The fact is that I hope we can fashion a remedy that is

not only advisory but also takes into consideration different

countries' actions. For example, I think the Taiwanese currency

has in fact risen about 14 to 15 percent in the Llast year to
year and a half, whereas the Korean currency has not.

The Taiwan government has tried fo make some adjustments
but nof enough. We have to address this because of 40 pércent
of the vglue of currency with the yen and with the Deutchmark.

Senator Armstrong. Mr. Chairman, the thing thag is
noteworthy about this portion of the bilL, as contrasted with
what we were diséussing'earlier, is that,in the earlier
provision we were talking about tariffs. We were talking in
effect about tax on the movement of goods in international
commerce. Here, we are.simply expressing the belief that
people who are selling to us ought to ;harge us more.

And whén you reduce it to those terms, it really puts in
perspective a dilemma. 'In international tréde, many of us
take the posifion that it is a hostile act for someone tb
sell to us at a low price, exactLy the thing which-=samong
domestic suppliers--we would say was good citizenship, was
good business, was desirable for us in our every-day business
life. Any of us would say it is good when a supplier wishes
to sell to us ét a low price, and we would encouragé that
kind of activ{ty.
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Here we are saying, as a matter of advice to the Secretaryg
of the Treasury, that somehow he has got to enter into a deal
to get Hong Kong and Taiwan and others to raise their prices,
because thét is really all we are talking about in this secﬁion,
if I understand it correctly.

The Chairmaﬁ. I would say that, in‘that situation, what
you run into in South Korea and yhat‘you'run into in Taiwan
is where the.central banks and aLL have a very substantial
influence on wﬁat hapbens to that currency. They have pegged
it to ours, and they have far more control than we have
ouréelves concerning our currency.

And the question then is: Have they then "rigged it," if

you want to use that term, to give themselves a very substantial -

differential which works to their advantage? That is the

concern.

Senator Armstrong. Mr. Chairman, we understand that. I

don't want to argue it particularly. I just want to be sure

that we are all thinking about the underlying issue. The

underlying issue is really not how they manipulate their

currency. It is the question of whethervor'not we think it

is injurious to this country and our producers and our consumer%

;
to have people sell to us at a low price. And I am not |
prepared to say, just out of hand, without some proof, that ?
that is the case because, while it is true that the competition?

from Llow-priced goods and services coming into this country may
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make it difficult for some of our producers, if is greatly to
the benefit of our consumers and in fact to the extent that
the items we import are factors of subsequent production by
our country, enhances the economic opportunities for our
producefs and workers in those industriés.

And so, it is a very complicated equation, but the notion
is- getting started--and I'think it is reflected in this section
of the'bill—-fhat per se, if somebody sells to us at a price
that is a little too low, that is somehow a hostile act. And
I think that is at best unproven, and maybe illogical.

The Chairman. ‘I'think it goes beyond just that. >Senator
Bradley, would you Like to comment?

Senator Bradley. Senator, I will try to analogi;e it
a Little bit and think of it in somewhat different terms.

The lowest price sometimes means price controls. You could.
have the lowest price if you had price control; but if you
allow the market to work, you assume that you are going to get
great efficiency gains in the long run and you are going to
get the Lowesy overall price.

If you anaLogize this‘fo the international scene, and you
say that the price mechanism is the exchange rate, you find
some of theée‘counfries essentiélly having the same kind of
impact as price controls. If youAbeLieve‘in the market and
allowing the market to determine price, then you don't have
price controls. And when you have attempted to manipulate
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your ekchange rate and keep it artificially Low in terms of
price in this country, then you are in a sense impeding the
function of the market; and you are_putting an artificial
barrier to what would be the overall price of the goods in
international trade --

Senator Wallop. Would you yield for a question on that?

Senator Bradley. Sure.

Senator Wallop. One of the brobléms I see is that 1is
somewhat foo simple an explanation of what is taking place
and the tendency of Americans to mirror-image. When you have

a currency that is so miniscule on the world's currency markets)

can the yen. I meah, it is subject fo_such a violent internatl
disruptioh‘economibally that those people simply céuldn't |
tet it happen. I mean, there are not that many Taiwan curFencieé
that one can allow that currency to flLoat as you do things ;

Like the Jépanese yeh or the mark or indeed the Canadian

dollar. These countries would have their internal economic

{problems subjected to the manipulations of currency speculators,

1

and they would have no domestic economic control at all.
Semator Baucus. Mr. Chairman? i
The Chaifman. Yes, Senator Baucus?
Senator Baucus. Mr. Chairman, what I think we are getting
at here is frankly not so much whether or not other countries

goods, per se, are sold at a lower price in this country. I
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‘think more fundamentally you have to begin to address the

mercantilistic and export-driven economies and the economic
policies of some of these countries.

I think it is true that some of these currencies are not
as widely pegged as some others—--certainly Korean and Taiwanese.
However, some of these countries have very definitg merc
mercantilistic, exbort-driven'economies that kind of beggar
their neighbor in a certain sense. The fact is that these
countries'aiso ﬁave to begin to Llive in thg world comﬁunity.

They cannot be taking advantagg of United States consumers
or some other countries as much as they have in the past. It
is a complicated question.

The underlying boint is not whether their priée is the
lowest price. That is not the issue. It is that these>
countries'are adobtiqg too mgbh mercaﬁtiListic and egport
driven econquc policies that unfairly take édvantage-of other |
countries.

Senator Armstrong. Max, I am not trying to get the last
word, but implicit in what you have said ié exactly the point
I was making, that somehow by selling to us ét a Low price,
these countries are taking advanfage of us--to use your words.

Senator Baucus. That is right.

Senator Afmstrong. And that underlying proposition has
not been, to my knowledge, very carefully exémined; and I

think I am skeptical that it is really the case that when
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someone sells low to us, that somehow this is a hostile act or
represents taking advantage of us. And that is a very
different question tﬁan tariff barriers or nontariff barriers.

The currency issue is really a flat price question, and
what we are saying here to the Secretary of the Treasury is:
th those currencies adjusted so this stuff doesn't come in
here so qheap.

Senator Bradley. But you are also saying.who deterﬁines
price. Do you want price determined by the market, or do you
wéht price determined by one of the actors iﬁ the market?

It seems to me that'you would nof want to argue for price
controls through exchanée rates.

Senator Armstrong. Touche.

The Chairman. Gentlemen, I think that has been a very
productive exchange. 1 c;LL to your attention that we are
on page 4, and we have two procedural questions.

Senator Packwood. Actually, I think the exchange has
been very worthwhile, aﬁd I hope we don't hesitate to do this
because we might understand what we are doing, page by page, as
we get fhere. Here are my two procedural questions.

It is my understanding we are going to continue to waLk'
through until we finish it today or tomorrow or Fridéy, whenever
we finish it; and then we will start the markup and go daily
until we finish it?

The Chairm;n. That is correct.
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Senator Packwood. 10:00 each morning all the way through?

The Chairman. We might start earlier if we find that the
discussions get more lengthy. We might even move into the
afternoon, with permission of the Senate.

Senator Armstrong. Is it your intention to do that
starting Monday?

The Chéifman. No, no, starting on.Tuesday.

Senator Armstrdng. Thank you.

Senator Packwood. Then, will you be going the following

Monday?

The Chairman. th necessarily.

Senator Packwood. ALL right.

The Chairman. At this point, we have not made that
decision. There are no votes scheduled on the floor of the
Senate on Mondays. A Lof of the members have made commitments,
and we well undersfand that. So, we will not do markups--at
least at this point--on Mondays.

Senator Packwood. A second quegtion. I see,Mr. Woods !

and Mr. Holmer are here, who I hope are speaking for the

Adminjstration.

markups? So, if we want to know what the Administration's
posifion is, you hopefully can speak for them.

The Chairman. Yes, that was understood, and we have asked |

39

Will one or both of you be here during the

them to be here; and we have had a great deal of communication

Wwith them up to this point.
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Senator Chafee. Mr. Chairman, could I ask one quick
question? |

The Chairman. Yes.

Senator Chafee. As we go tﬁrough this, the purpose is
to familiarize ourselves with it; but if we have objections,
is now the .time to raise them, or just raise sort of warning
flags of concerné? What js the proceduré?_

fhe Chairman. Senator, I would hope that during this
week that we would not gd to actual votes on amendments. If
you want to red flag it and state your concern, as Senator
Armstrong did, that is fine. And if you want.to eléborate on
your concern, we will take some of that and get an exchange
for a better understanding.

Senator Chafee. Is it propér'fpr me now to ask 'a question
in connection with this page 47?

‘The Chairman. Oh, yes, go righf ahead.‘

Senator Chafee. I am not trying to cut ahead of somebody.

Thé Chairman. No, go ahead.

Senator Chafee. I would Like to ask Mr. Holmer about this
word "shall." "The President shall take action." Has that
been discussed heavily? 1 apologize that I just.came in; 1
was at an acid rain hearing.

Senator Moynihan. We have made it cLear that we have
asked the President to addréss the subject. We cannot require
him'to.do anything in this regard.
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Senator Chafee. He shall take action to initiate
bilateral -- ALl right, fine.

The Chairman. Senator, we don't talk ;bout the degree of
action; we don't put tLimitations on it. It is really an
advisory thing.

Senator Heinz. Mr. Chairman, just one thing on that
same point?

‘The Chairman. Yes.

Senator Heinz. This is a subject that is probably under
the jurisdiction of the Banking Committee and of the o
subcommittee that you are now ranking on, the International

Finance and Monetary Policy; and it is my hope that Chairman

Sarbanes will in fact soon address this issue and that we
will not.have to do that committee's work for them;
The Chairman. Senator, that poinf was made to the
proponents of the amendment, and they clearly understand that.
wilL.you proceed, Mr. Lang?
Senator Heinz. Thank you, Mr. Chairman.
Mr. Lang. Mr. Chairman, I am at the bottom of spreadsheet;
page 5. For Senators who arrived lLate, these numbers are in
the upper right-hand corner of the spreadsheet.
The subject here is prerequisites for entering into trade
agreements. There are three kinds of prerequisites that we
have found in these various bills. First is the one of

accomplishing stated objectives. Second is the requirement

Moffitt Reporting Associates
(301) 350-2223




10

11

12

13

14

15
16
17
18

19

20
21
22
23
24

25

42

for consultation with various groups, including Congress. And
third are trade agreement implementation procedures; that is,
how do-you actuaLLy'put.that trade agreement into law in the
United States?

With regard to the first on aﬁcomptiéhing stated
objectives, S. 490 retains current Law provisions that require
the President to analyze each frade agreement he sends up and
tell the Congress how it héslgccbmptisﬁed objectives he set
out qu them; but in addition, it requirés that a trade
agreement may be entered into only {f it meets at Least one
of the objectives,thét are set out in 'S. 490.

The House bill requires a presidential determination that
an agreement achieveg one of these negotiating objectives.

The House has a long List of them, too, and a statement

explaining what-objectives it does or does not achieve; and

thg statement mﬁst aiéo describe efforts to achieve
international exchange ra;e equflibfjum.

The Adminisfration bill contains no requirement for
accomplishing objectives beyond those in current law.

The House biLl also links trade agreement autﬁority to
negotiating objectives in a slightly different formula from
the Senate bill. It requires that the objectives--one or more
of the objectives--must be accomplished by an agreement. Our
understanding from the House staff is that this is essentially

intended to accomplish the same purpo#e as the Senate bill.
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One other provision that might be of interest here at the
top of page 6 in the Sf 490 column concerns State trading.
This is a provision fo the effect that if the United States
intends to enter into a trade agreement with a country that
has State trading enterprises and they account for a significant
share of its exports or its industries that compete with
imports, then the President may enter into a trade agreement
with the country only if the agreement provides that thosev
enterprises will adhere to the provisions of GATT Article 17,
which essentialiy requires that State enterprises operate iq
accordance with commercial consideratfons.

The Senate bill aléo'contains four prerequisites. They
begin with the word "reciprocal"” in the right-hand column at
the bottom of page 6, that‘are unique to S. 490. They are in
no other bill. These are general prerequisifes of any
agregment: first, that it be reciprocal; second, that the
Adminisfration be aBLe to demonstrate that it is in some sense
enforceable; and third,‘over on page 7, that it builds on
exfsting agreements insofar as it is practicable; and finally,
that it is the result of consultation with Congress.

The second kind of prerequisite required for trade
agreements to go into ef%ect in the Un{ted States is Llisted
beginning at the middle of page 8, and that is consultation
with Congress. S. 490 essentially retains current law with
regard to these formal requirement; for consultation. Under
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current law, five members of the House and five members of the

Senate are designated in each Congress to be accredited by
the President as official advisors to international trade
negotiations. And this provision would be amended by the

House bill in that the five members would also be appointed,

but there would be some specific requirements for consultations

with them.

The Administration bill contain§ similar expansions on
this consultation requirement, and this is lListed on page 2
of the Administrétion bill supplement, which is a separate
document, for those of you who are trying to follow what we
are doing. It is the document with the big l-'B” on the front.

These additional consultation requirements are Llisted
undeE ”B. Required consultation with Congress' on page 2
of the Administration biLL,.incLud{ng the role of édvisors,
the fact that addit{onal advisors can be designated by USTR
after consulting with the Chairmen and ranking members of
the Ways and Means and Finance Committees and from other
committees which appeared to have legislative concern about
matters that are undér discussion in these negotiatjons.

.The USTR would also, under the Administration bill, be

required to keep each advisor currently informed concerning
trade matters with briefings of not fewer than four a year,
and there would be a specific provision that the Chairmen

of the Ways and Means and Finance Committees may designate
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members in addition to the official advisors and staff who
have access to the information.

That basically carries forward current practice. The
Chairmen have traditionally designated other members of the
committees who are not the official advisprs‘as alternate
advisors to these discussions and also designated staff members
who, pursuant to a memorandum of understanding with the
Administration, receive the negotiating information that the
Administration makes available to the official advisors--the
cable traffic and documents that are going to be proposed by
the governments and so on. |

The Chairman. We had that, didnft we, fn the Tokyo Round?

‘Mr. Lang. Yes, sir.

The Chairman. And as I'recalf, we had the record of
the Congress and the Senators and staff--we had no probféms
with any leaking of the information. We had.a pretty good
record on that.

Mr. Lang. I believe the information has never been leaked
from any Finance Committee source.

On page 10 of the spreadsheet, you can see a discussion.
For those of you who @ame'in Late,'the'spreadsheet numbers are
in the upper right;hand corner of the pages--so as not to
confuse them with the numbering of the table of contents.

S. 490 retains the requfrement in current law to consult
with the International Trade Commission. This is a r;ther
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formal process that went on during the Tokyo Round and in
previous trade negotiations.

The House bill and the Administration bill expand this
ITC advice process a bit more.

The House will provides that the scope of ITC advise
is expanded to include its judgment on the probable econamic
effect qf nontariff as well as tariff matters in agreements
and to cover the possible impact of changes in U.S. laws as a
result of frade agreements on U.S. industries providing
serviceé that depend on intellectual property and on U.S.

investment regulations.

(Continued on next page)
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The ITC investigations would also be continued under the
House bill for development of trade policy priorities for the
Administration, based on their hearing process. |

Senator Wallop. Mr. tang, can I make this inquiry here?
Is there some place within any of the three pieces of
lggislafion, or is there contemplated, an idea by which these
same people who are receiving reporting and consultation about
the possible effects of tariffs and one thing andvanother? “Is
there any place where they are also receiving reaction from
various parts of the Administrafion of what other legiélation
we may be passing might do to our trade.bolicy, or our
trading ability, or oﬁr competitiveness? Because as I look --

and there are members of this committee, for example, that

~have had serious reservations about the Foreign Corrupt

Practices Act and a number of other things.
Is there some way that we can have somebody also counsel

us as to the kinds of problems we are creating for ourselves

in other arenas?

Mr. Lang. The closest thing that comes to mind in any of
these bills, Senator Wallop, is a provision requiring the
Administration to describe the trade impact of actions it is

proposing to take édminisfratively. I am not aware that any-

of the bills contains a provision requiring Congress to state

the trade impact of legislation.

Senator Wallop. I guess I am not making myself clear.
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Congress, if it was about to do something, as it frequently
does, like shoot itself in the foot, wouldn't be willing to
publicly state that; but we are.asking the Administration to
counsel Congress on the effects of tariffs and other kinds of
items that they have negotiafed or are about to enter into or
define as a consequence of other actions =-- I am asking is
there any.way where we can get these same people whose jebs
are trade and competitiveness to come and tell us the
consequences of actionsAwe may be taking?

Mr. Lange Yes. The Committee has traditionally consulted
Wwith fhe International Trade Commission as an independent |
agency on the trade impact of acfions,it preposes to take.
There is no formal requirement for the ITC to do that, but
generally sbeaking the Committee sends every piece of
legislation that is referred to it eo the ITC for dits
comments. And those comments are regularly received fn:the
Committee before the legislation is considerede That is frue
of atl of tne legislation you will be considering here, but it
is not a legislative requirement.

I thought you nere referring to something Like the
requirement that the Committee has to state the budget impact
of its legislation in every reported --

Senator Wallop. No. There are things that we do, but
inadvertently;'things that are aimee»domestically but

inadvertently affect us in international competitiveness in
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- trade. If we could find a way to receive that reaction before

acted; at least in some instances it would be helpful.

Senator Chafee. 'Mr. Chairman, may I ask a question here?

The Chairman. Yes, ceftainty.

Senator Chafee. Mr. Chairmaﬁ, what are the ground rules
for Mr. Woods and Mr. Holmer, the Admin{stration
representatives here? If they see something go by in this
discussion that the Administration is quite opposed to or that
disturbs the Administration, are they free to speak up, or do .

we have to call upon them?

The Chairman. Oh, no, I would not object to that. If they|

want to speak up, fine. I don't want any long speeches,

though.

Senator Chafee. No, but if they want to flag something for
us. |

The Chairman. Tell us your concern, and if you oppose it
tell us why.. By all means that would be productive. We want
td know it. |

Senator Chafee. Thank you.

So, Wwe can assume that the Administration's sélence'
indicates assent?

Mr. Woods. Well, I think probably most appropriately, we
would be inelined to hold any Llengthy discussion of places
where we have problems in the bilt, until such a time that

you all are considering changes to the legislation, unless you
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gould prefer that we do it somewhat differently.

Senator Chafee.. Well, I persoﬁally would find it helpful
if you would speak up as we went along so we could be brooding
over these-things.

The Chaifman. I think what they can do is flag them for

you, and of course we have got the Administration's bill here

to show the differences in that regard. But rather than try tog

argue out the points during the walk-thrdugh, if they would
state their concefn and, as you say, you can be giving that
further consideration.

Senator Chafee. Thank you.

Mr. Lang. Mr. Cha%rman, continuing in the middle of page
10, there has been an elaborate process developed since the

1974 Act for the private sector advice. S. 490 retains the

entire private sector advisory system, except for a

requirement that a prgddmihate number of the members of any
advisory committee established under this section may not
beltong to the séme pol{fical party, the objective being to
assure that the advisory committees are not partisan
institutions.

The House bill and the Administration bill expand somewhat

the role of the private sector advisors. Under the House bill,

they are authorized to provide information and advice on the
development and implementation of overall U.S. trade policy,
rather than just -the policy with respect to trade
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negotiations.

There is a lList at the bottom of page 10 in the H.R. 3
column that shows you the kinds of thingéAthe Ways and Means
Committee was interested in hea}ing from the advisory
committee about.

Over on page 11 you can see that the privafe sector
advisory committee would also be changed in thg House bill.
Its name would bé chanééd somewhat. It would be appointed by
the U.S. Trade Representative.

The membership listed thefe in the House column is
essentially the membership under current law, the addition
being the ‘phrase "particularly those affected by trade." And
there is a provision iﬁ the House bill as in the Senate bill
-~ different language, same objective -- "appointments must
reflect a balance.between the political parties," and also a
requirement that the committee meet regularly. There is no
requirement that the committees meet regularly, and early in
this decade they did not meet regularly for some time.

The Administration bill -- I am now at the top of_page 3
in the supplemental document that has a "“C" on the front; for
those of you who arrived late, the Administration bitl is
reflected in this document -- contains three additional
requirements: Ffirst, that there be public hearings before
an interagency committee on any proposed nontariff agreement.

Second, the Administration bill encourages the Administration
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to seek private sector advice prior to tﬁe commencement of
negotiations. That is a change in that current law. It would:
suggest that their advice would be received not later than the
agreement being submitted to the Congress for consideration.
And finally, some new committees are required, the same ones

as in the House bill -- Services, Investmént, Agriculture,
Defense, Industry, and Labor.

Fihally, the third prereqﬁisite for entering into trade
agreements is their entry into effect for the Unfted States.
These are called "implementation procedu;es" 6n the spreadsheet
and the discussion of them begins at the bottom of S. 490.

S. 490 provides one procedure for trade agreements going
into effect. I think tHe best way to understand this
procedure would be to understand current law first, and then
show tﬁe change that occurs under S. 490.

Under current law there are two ways a trade agreement
would go into effect. With regard.to multilateral tariff
agreements only, until 1980 the President was authorized to
simply proclaim changes in rates of duty as the result of
reciprocal trade negotiations. No further intervention of
Congress, once they had enacted the authority to proclaim the
changes in rates of duty. That delegation goes all the way
back to 1934, and from 1934 through 1980; with one break in the
early Nixon Administration that authority was extended three

years at a time more or less continuously throughout that
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period. There were some breaks, but that authority extends
back to that time.

Senator‘Packwood. Is that what we commonly call "the
proclamation'authority"?

Mr. Lang. Yes, sir.

Senatdr Packwood. And it relates to tariffs.

Mr. Lang. Yes, sir. It relates to multilateral tariffs.

Senator Packwood.. Pardon_me, multitateral. But tariffs
only.

Mr. Lang. Yes, sir.

With régard to multilateral agreements on nontariff

matters and the bilateral authority for both tariff and

nontariff agreements, Coﬁgress‘is required to enact a statute
to implement those agreements.

Prior to 1974, the only way the President could get that |
stétute enacted wés the way he got any other statute eﬁacted:
He sent é'message up to Congress and proposed it be
implemented. And sometimes it was, and sometimes it wasn't.

Following 1974 and under current law that will expire
January 3, 1983, the President'can‘empLoy a fast track to get
nontariff barrier and bilateral tariff and nontariff f
agreements imptemented;l On the fast'track what the President ‘
does it this: He notifies Congress not fewer than 90 days
after he signs a trade agreemeht that he intends to enter into

jt. During that 90-day period a custom has developed of the
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Congress examining the agreement closely and giving the
President advice on how either the agreeﬁent should be
changed or the bill to implement the agreement should be
changed, or the administrative procedures to carry out that
bill should be changed. The President has to send the Finance
Committee and the Ways and Meéns Committee>three'-— the bill,
the statement of administrative operations that the
Administration proposes, and the trade-agreement itself.

The Chairman. Let me ask about the.practicalities and
realities there. During that period of 90 days -- we have used
this, what? About three times?

Mr. Lang. VYes, sir, three times.

The Chairman. dn Israel, and we talked about it with
Canada, and we used on the technical --

Mr. Lang. You used it for Israel, a technical agreement,
and the Tokyo Rand.

The Chairman. But during that 90 days, we have seen some
changes by the Administration in the consultations with the
Congress; so, what they finally sent up to us had taken often
much of that into account.

Mr. Lang. Yes.

The Chairman. Okay.

Senator Packwood. Well, actually the process worked
reasonably well, didn't it? They were reluctant to go ahead

and submit something to us that we weren't going to like. So,
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if it was a good STR, they would bend over backwards to try to
figure out what Our'main complaints might be.

.Mr. Lang. It was a very active process. Yeé, sir.

Senatér Packwood. Yes.

Senator Heinz. Mr. Chairman, let me inquire: What we've
got is essentially a two-héop procedure, which the
Administration must go through in order to get fést-track
authority. The first hoop is that we have to pass a traae
bill which contains a second hoop, and fhat hoop is that the
Administrétion must come to us with a trade policy statement,
at which point Qne of two things can happen: We can either
reject it becauée we ddn't like it, because it isn't
satisfactory, because it is vague, it doesn't mean anything;
and if we do that, at the same time we reject any fast-track
authority.

The other alternative is that we can expect the trade
policy statement, and, in accepting that, we trigger fast-track
authority.

Do I understand the procedure correctly?

The Chairman. That is the way I understand it.

Mr. Lang. That is what S. 490 provides.

Senator Heinz. I have no objection to the notion.of trying
to get a trade policy out of any Administration. i can't

remember when we last had one, and it would probably be a very

desirable statement to get. On the other hand, I wouldn't want !
‘ !
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to mislead myself into believing that we will get a
satisfactory statement of trade policy.and thereby create the
horns of a dilemmé, which is, to the extent one believes that
there is an unsatisfactory trade policy statement because it
is just too general, too vague and too unsatisfactory, but to
the extent one wants to proceed with negotiating authority or

doesn't want at that point to risk the manifest problems of

"simply rejecting fast-track authority out of hand, it seems

to me that we put ourselves in a box. Basically we will in
éll likelihood be forced to accebt.the Adﬁinistratio;'s trade
policy statement whether we Liké it or not.

That seems tb;me to be a box we shouldn't put ourselves
in. Maybe there should be a third choice, where we can Leave
those two choices but have a third one.

Correct me if I am wrong, but we had a different
procedufe in S. 1860 last year, and-I am wondering if staff
could describe that procedure. To the best of my
recollection, what it involved was téking a look later on in
the process, at a point when the Administration had made a (ot
of negotiating progréss, and we either said, "Yes, we like the !
progress you are making," or "We think it is very bad." If we
liked the progress they were making, at‘fhat point we vested
them with fast-track authority.

And maybe, if my recollection is correct, that should be

the third choice, simply so we don't get ourselves in a
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hopelessly .constricting box.
The Chairman. ‘Well, I think what we are seeking,

obviously, is that we play out our roles and responsibilities

under the Constitution, and that we have consultation, and that

we have an effective and peaceful uay to do it. I don't think
you have to paint yourself into a box. I think that hopefully
reasonlpréVéils on both sides.

But these are things that we have tq study as we go along;
and once again I think we are sharing the same objective,
trying to find the best way to do it.

Senator Heinz. Could someone explain what we do if we get
a one-page trade policy statement, or 50 pages tha£ say the
same thing.as one page, which is not much?

fhe Chairman. Well, I‘think.what happens is you are
consulting as you prepare that statement, and any Administratio
would do that if they figured they were going up against a
stone wall, and you try to find an accommodation on that
statement before it is presented. Those are the practicalities

Senator Packwood. Could I ask a further question, then?

The Chairman. Sure.

Senator Packwood. It seems to me Senator Heinz raises a
valid quegtion. Ilam curious as to what the Administration
thinks on this. They may even squit us a good trade
statement, but there are bound to be downsides in it for each
and every member someplace, somehow, and we are close to an
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election year, and we just chooée to do nothing -- we don't
want to take any votes on anything. Does that mean that you
haVe got no fast~track authority and that your bargaining
alties are goiné to say, "Mr. Woods and Mr. Holmer, what do
you mean? You don'f have any authority at all, for all
p?actical'purpoées;” Will that be the de faﬁto outcome?

-Mr. Woods. Senator, if I may address your question, as

I understand the way this bill is written, the approval of the

trade policy statement fs on a fast track.

Mr. Lang. Right.

Mr. Woods. Now, if I may go one or two steps further, I
would say, with regard to the proﬁision here that the staff
has described in the middle of page 11, we very much believe
the President should havevfair proclamation authofity, as he
has had from I believe 1934 until 1980 iﬁ multilateral
negptiations, because that brovfdes’some certainty for our
negotiating partners in such multilateral negotiations, that
the end of the day we will be able to deliver on those jitems
which we have negotiated. It also has the adVantage of not
placing indiVidual members of Congress in voting on items in

which individual constituents have interest on the one hand,

where its broader national interests might suggest a different

response on the other. And we felt that the tariff
negotiating authority has worked very well that way for a Lot
of years and should continue in that regard.
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Also, one of our bases for dealing with the problems that
Senator Heinz described as well as this one regarding tariff
proclamation'aqthority is, it is the very active consultation
process which the Administfation has proposed and which the
House has adopted, which would have us télking to you in
execufive session about very specific trade negotiations as
those negotiafions are ongoing and require that we do so at
teast four time; a year. So,'we tried to déal with both the
hoops problem that Senator Heinz described and the trade
proclamation problem in that manner.

The Chairman. Well, let me respond to :that in part.

What we have-seén at times is that negotiation and that
consultation has beén very much related to the personality
of the Trade Represeﬁtative or the President, and we have
seen both in this‘particular Administration. There were»times
when we thought we had very Llittle consdltation, and then we
have seen tﬂat change to more frequent consultation.

But we are looking'not just at this President or this
Administration, we are looking at the next Administratjon, and
no one has any idea who that one will be; other than.that
quorum of Senators who are thinking about running.

What we are trying to bring about, obviously, is some way

to ensure that, regardless of personalities or who that

Administration is, we are going to get that kind of

consultation. That is what we are trying to achieve here, and
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I think this kind of exchange is helpful in trying to resolve
it.

Mr. Woods. Senator, if I may, that is the reason why we
have suggested that those bequirements for consuitation be
but into Llaw and no longer be a matter of custom or tradition.

The Chairman. Well, Mr. Woods, "put into law" =-- we also
have to find some way to.enfbrce that Law. I have some
concern on that score.

Mr. Lang. Mr. Chairman, I should say in response to
Senator Packwood's comment, that since the S. 490 procedure
for congre§sional approval of the stétement of trade policy
is itself on a fast tréck, there is no option to do nothing.

Senator Packwood. And if we do nothing, we approve.

Mr. Lang. That's right.

I was in the middle of describing how the fast track would
work. I am not sure we need to talk any more about that,
except to say that, once that 90-day period is over, the bill
itself, the imptementiﬁg bill which must provide that it
approves the trade agreements and also implements them with
changes in U.S. law, is bn the fast track; that is, this
Committee‘in effect has 90 more days in which to consider the
matter, but it can'£ amend the bill, ne%ther can the full
Senate; the committee is dischargeable at a set period; the
fhll Senate has limitations on debate of 20 hours; if there are

no amendments on the Senate floor, it is an up-or-down vote.
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1 So, in effect the bill can't be delayed once it starts, and
2 it can't be amended. Only in the 90-day period before the

3 bill.is considered does the Committee have an opportunity to
40 try to persuade the Adm{nistration to chahge the bill. And
5 és Senator Bentsen pointed out, if the Administration is not

6 persuaded to change the bill in some regard, the Senators have

7 >to'deéide-whether_to vote for or against it; they can't amend
81l 5t.

9 The Chairman. Senator Baucusé

10 Senator Baucus. Thank ybu, Mr. Chairman.

" May I ask, what you are saying is that a joint resolution
12 has to pass the full Congress with.a 90-days disapproval?

13 . Mr. Lang. No, I'm sorry, 1 amvreferr{ng to current law,

4 Il the way the fast-track works under current law.

15 . Senator Baucus. Oh, I'm sorry. I am talking about the

6 1 bill, under 490.

17 Mr. Lang. Right. Now, under 490, as Senator Heinz

18 pointed out, the question is: How does the Administration

19 || get access to the fast track? Under S. 490 the Administration
20 can at any time during tﬁe 10-year.period in which it is

21 authorized to negotiate tariff and nontariff agreements submit

22 a request for the fast track, accompanied by a statement of

)
1
|
\ - |
23 trade policy. The statement of trade policy is then, itself, !
t
|

24 on its own fast track, and if it is approved, the

25 Administration gets the benefit of the fast track for approval .
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of trade agreements for a period of five years beginning on
the date of approQaL. If it is.disappnoved, they don't have
the benefit and they cgn reapply for it.at any time,
The five-year period was chosen so that it would be
possible to have a renewal ofvthe.authority within the 10-year

period for which authority to negotiate would be grahted under

S. 490.

Bx cbntrast, under the House bijll --

Senator Matsunaga. Before you go tq the House bill, the
approval of the policy statement neeqs to be made by
concurrent resolution?

Mr. Lgng. Yes, sir, that is forrect.

Senator Matsunaga. Who onld be expected to introduce the
concurrent resolution? Any member of the Senate?

Mr. Lang. No. As under current law with fegard to the
éxisting fast track for approval of trade,agfeements, this
resolution would be introduced by request by the President
Pro Tem of the Senate and I think it is the Speaker in the
House. IAwould have to look. But who introduces the bill is
prpvided for by statute, and the statute is treated in its own
terms as a modification on the rules of the two Houses.

Senator Matsunaga. But then, under current law. there is
no requireﬁent for pre-approval.

Mr. Lang. No, there is no reduirement for pre-approval.

Senator Matsunaga. So, under S. 490 there is this
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Mr. Lang. Yes.

Senator Packwood.. Pre-approvél.of a generic policy, not
pré-approval of the.agreement.

Senator Matsunaga. Of the policy statement.

Senator Packwood. Of the policy statement.

Senator Matsunaga. Which is submitted by the
Administration.

Senator Packwood. But if we do nothing, we, ipso facto,
approve of the fast track on the negotiating. If we choose not
to act on it.

Senator Matsunaga. Well, that is my question.

Senator Packwood. Isn't that what you said?

Mr. Bolten. Senator Packwood, I think the answer to the
question is that the résolution under the rules set out in the
bill must come up. So} there is not the option to do nothing.

Senator Packwood. Okay.

Mr. Bolten. The Congress must vote, and that must be
approved in order for the fast track to go forward.

Senator Baucus. So, Congress must vote, correct?

Mr. Lang. Yes.

Senator Baucus. It must vote the approval or disapproval?

Mr. Lang. Approval. It requires affirmative approval in
order for the fast traék to be put into effect.

Senator Matsunaga. .So, Wwithin the 90 days if there is no
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such approvat, then there is no fast track?
- Mr. Lang. Well, you will have an up or down vote, because
there is a Llimitation on the debate and the requirement that

the resolption come up as a modification of the rules —-

Senator Baucus. This is different from the fast track witH

Canada, because under that resolution there had to be an
affirmative vote of disapproval.

Mr.'Lang.. Yes, it is different from Canada. And there
are two differences: Not only did it require disapproval for
the agreement ﬁbf to go forward, but it was only action by the
Ways and Means and the Finance Commiftees, not by the full
Senate.'

Senator Baucqs.' I woﬁld assume the Administration would
want an affirmaf{ve_vote of disapproval rather than approval;
wouldn't that be‘right?

Mr. Woods. We would like neither, in fact.

Senator Baucus. But if you had your choice? If you had
to choose? If we had the preapproval of the policy statement
procedure, I would assume the Administration would prefer =--

Mr. Woods. That it would have to be disapproved.

Senator Baucus. Correct.

Senator Packwood. I want to make sure I understand. We
are going down to Uruguay and Qe are going to try to
negotiéte, and this resolution, this policy, comes up, and

for whatever reason Congress turns it down. VYou are stuck;
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you haven't got any bargaining power.

Mr. Woods. That is correct.

Senator Packwooa. Nobody is going to believe you. You
are dealing with either parliamentary democracies or
dictatorships. In'ény event you are dealing with countries
who, if they sign an agreement, can probably deliver on it,
because they are either the majority party in a free govérnment
or the dictatorship in a non-ffee government. You haven‘t got
any power. It seems to me this is a very hobbling provision.

Senator Matsunaga. Not exactly so, be;ause it is only on
fast track. They can still ﬁontinue.on a slow track at a fast
rate.

(Laughter)

The Chairman. Let me get to another point on that. I
don't really agree on that, because I think that what you do
if you go ahead and approve the fast track, and you approve the
objectfves of the Administration, is that you have very
materially stréngthened'the hands of the negotiator, because
these fore{gn countries then uﬁderstand ghat what you have is
a policy objective that is agreed on ﬁot just by the

Administration but by the Congress that finally has to approve

If you look back to the time when Lyndon Johnson went out

there, he didn't have that kind of backup and approval, and he

came back with a trade agreement and the Congress turned him
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down. People out there that we trade with understand that.
They understand the power of the Congress under the
Constitution.

Senator Packwood. But the Johnson turn-down was before
we had the normal fast track that we have had since the
mid-seventies. This resolution, this policy, comes Qp, and
for whatgver.reason the Congress turns the policy down == you
have no believable negotiating.

The Chairman. Well, you still have negotiating. You can
go back under the old rules, and you can come back here under
the regutar legislative procedures and try to get yourself
an approval.

Senator Packwood. But then the people you are bargaining'
with, who are going to have to:give up something an& who are
going to have some political downsides, are going to say yes;
And then it is going to go‘back to the Congress, and the
Congress is going to aménd it, and we are going to get egg on
our face and are not going to get the kind of agreemenf we
bargained for.

Senator Daschle. _I think we are talking, though, about a

general policy statement; we are not arguing the nuts and bolts

of a trade policy that may cause us to divide among partisan

1
| |
circles or even philosophical ones. This is a general policy :

statement whereby the Congress is showing its support rather

than demonstrating its opposition to the President as he goes
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into very tentative negotiations. I think that is the whole
purpose. It is one of the parts of this bill that I feel the
most excited about.

In the past, the Administration Has done what we are tfying
to do heré sort of in the back room; they are.saying, "If you
don't do it, Congress is going'to get you." I mean, that is
the imbression I have always had from what I have heard. "If
you don'f do this, Congress is going to make us do it, and make
you do it." What we are saying rightvup front is: 'Look,
we are going into these negotiations, and Congress is with us."
And I think it shows on a bipartisan sort of a bicameral and
certainly a basis within which the Congress can §how a much
more effective demonstration of support thah we have in the
past. That is the reaéon I think it is.a very favorable part
of the bill.

'Senator Chafee. Mr. Chairman?

The Chairman. Yes, Senator Chafee.

Senator Chafee. Mr. Chairman, I have grave reservations
about this policy statement.' If you look on page 15 you will
see that this isn't any broadbrushed treatmént. I mean, it
gets into-all kinds of details. Furthermore, it says at the
top there: '"The contents of the statement as.prescribed by
the bill == it must --" and then it goes through this Long
list. I can just see the Coﬁgregs here, certainly in the
Senate, being bogged down, battling over the contents of this
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statement.

And I think, as we go into an era where trade becomes an

be putting hindrances, as I see this -- and I don't want to be
harsh =~ in the way of our negotiators.

If there is one statement that came through very clearly
with theAhearings'that were conducted here, it is -- and I
remember Ambassador Straus and others saying this -- that
without the fast_trace procedure; forget doing any internationaj
trade agreements.

The Chairman. I can't really go along with that, when I
look at the fact that the fast track has been used in highly
unusual circumstaﬁces. It was used in the Israel situation,

and it is now being used in the Canadian situation, and in a

technical sifuation before. So, you stiLl have the regular
procedures of legislation that are made available. | i
This body gets involved iﬁ a lot of controversial

legislation, in a work-out position, with competing interests.
We saw that in the Tax Bill that Senator Packwood chaired. Anq
it was not an easy Eesolution to those problems, but there was%
no fast track for the Tax Bill. WE debated that one at i
tength, and we had the lobbyists lined up in this hall and down
in a room down below with special speakers so that they céuld

be tuned in. The only thing they missed. was whether somebody

nodded fheir head Yes or No up here so that they coutd call
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back to whatever their interest group was to try to deluge us
with additional mail.

So, we can resolve those things. We can work them out.

It is easier on a fast track, if we can bring it about. The
fast track is under controversy in the Senate, and you have
some Members who deeply resent tﬁe process.

So what we are trying to do is to assuage them some, to
show that the Cbngresé has been consultéd with and that we have
come up with something where we have a unified force going down
there to negotiate Hith these other nations. And if we get
that, then there is no queétion in my mind but what the
negotiator's hand is substantially strengthened -- substantiall.
strengthened.

But once again, let me emphasize that the fast track 1is
an unusual process; that is not the normal proceduré.

Seﬁator Cﬁafee. Well, Mf. Chairman, all I can go by is
the experiénce of those who_we reépect as negotiators who
testified before us. They Qere unequivocal on the subject,
and they are the peopLé that we all set a Lot of store by.

Mr. Woods, what is your commént?

Mr. Woods. Well, if I may, I think that our negotiating
partners remember the incident that Senator Bentsen raises
with regard to the negotiations on trade in the Johnson
Administration. And as a result, fast track has become a

matter of credibility, providing credibility for our
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negotiators. in the multilateral form, and I think that is

very important to remember.’ That is one of the realities we
now deal with.

Second, the multilateral trade negotiétion that we are’
talking about that Qould be covered by the period of this
bill has begun; it was kicked off last year in the Punta del
Este. We are not taLking about multiléteral negotiation that
is'going.to start som;time in the future.

The Congress is'going to pass this bill, or something Like

it, one presumes, and you have in this bill trade

So, Wwe are going to be passing a bill that has multilateral
trade negotiating objectives in it, and then you are asking

the Administration to come back and go. throdgh the process all
over again with a very detailed trade negétiatihg policy
statement that deals Qith all sorts of things, inc[uding making
sure that we haQe evidence of commitments from other countries
before we even pass the policy statement.

In addition, I guess I would say that the Administratidn hag
hobed to be aSLe to make early progress in the Urugqay Round on
a number os specific items including égficulture, and it seems
to u§ that this will substantially slow that process down, by
having to wait for this legislation to pass and then go through
the probLem of a conturrent resolution again passing both
Houses of Congress before we can credibly proceed in the

Moffitt Reporting Associates
(301) 350-2223




@

.10

"
12
13

14

15 |

16

17

18

19

20

21

22

23

24

25

71
negotiations.

The Chairman. Well, you were proceeding with your
negotiations with Canada, and we didn't have the fast track
Legislation; and came withiﬁ a hair's breadth of not getting
{t at ali. And you were working on negotiations.

Mr. Woods. Actually, the negbtiatidns didn't start in
earnest or seriously at éll until this Committee had acted.

Senator Moynihan. Mr. Chairman.

The Chairman. Yes, Senator Moynihan.

Senator Moynihan. If I can, can I just draw attention to
the point that Senator Packwood and Sehator Daschle made? It
seems to me it is something we takg so much for granted in our

own arrangements, but we con't realize how unique they are, or

rather that they are unique. We are the onLy country in the

world that has a Legislature, so fér as.i know. In every
other country, § partiamenfary government has the executive
branch in the legislature, and the legislature might well not
exist, and other chntries don't have either. And there is a
great difficulty that coﬁntries have; when they negotiate wfth
the Executive, they think they have an agreement, only to learn
that sometimes they don't.

The great inifiative that Cordell Hull began in 1934, as
Mr. Lang has said, was a device, an great invenfion, whereby
the Executive could.negotiate in a fairly high level of
confidence that what was negotiated would come about. And at
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some measure we‘have been trying to reassert a role of
Congress which we gave up rathef shamefacedly after Smoot-
Hawley -- and I can understand that. But I would hope we
would be very clear as to how much we are taking back, and I
think I would want to hear what Mr. Woods, as it were, said.
This list of particutafs is a list of grievances, almost, and
that worries me. |

That is all I have to say, sir.

Senator Daschle. i would like to just clarify something,
if I could.

The Chairman. ALl right.

Senator Daschle. Jeff, what did you say the timeframe is
withiq which this must occur? It is 90 days, is it not?

Mr. Lang. Yes.

Senator Daschle. And, Mr. Woods, how long a period of time
do you think the Uruguay Réund is going to fake?

Mr. Woods. The Uruguay Round is scﬁeduled to take }our
years, startiﬁg last September.

Senator Daschle. That is what I thought. So, you are
concerned that the 90 days within which we consider this faét
track policy statemént, a period within which this whole time
is going to be deliberated, four years, that that 90 days is
too long?

Mr. Woods. There are two poiﬁts there, Senator. First of

all, the 90 days won't start until after the legislation is
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passed and signed and the trade policy statement is written,
and then the approval process will start.

But secondty, we had hoped for early results, far sooner
thatn four years in the Uruguay Round in specific areasvf-'in
agriculture, for ekample, which I know you are quite intérested
in. And we believe fhat that negotiation has got to begin
moving forward relatiyety quickly if we are‘to achieve those
early results. ' ' .

So we think»the whole process wiltl be slowed
substantially by the uncertainty that our trading partners will
have for much the same reason that Senator Moynihan referred
ta with regard to our trade negotiating authority in that
period of uncertainty.

Senator Daschle. I guess it 55 all'relative,'but it seems

to me that going in we would be armed with a much better and

mqré comprehensive statement with regard to agriculture, for

example. 'If you had members of agricdtturat communities on

board and participating with you in that negotiating process,

it could accelerate rather than negate progress in regard to

coming to a final conclusion. But that is a matter of debate.

I think the real question here is that certainly one would

have difficulty argufng that 90 days, over a period which may
take four years, is not an unnecessarily deliberative period !
or é negatiye period in which to expect us to --

Senator Chafee. Well, Mr. Chairman, I don't thihk anybody
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is arguing about the 90-day period; the problem is on this
statement. /

0f course, all we are doing this morning, Mr. Chairman, is
jusf\flagging these thfngs. There are two things I would
like to point out, Mr. Chairman. 1In your Llist of those
fast-track procedures, you listed the.one we had with Israel
and then_some technical one, and Canada; but, as I recall
the 1979 Agreement -- am I correct? -- that Bob Straus brought
back here, wasn't that on fast track?

Mr. Lang. Yes, sir.

Senator Chafee. And of course that was a very, very major

Senator.Moynihaﬁ. The Tokyo Round.

Senator Chafee. Yes. It was a tremendous piece of
legislation. And that was on fast track.

| Mr. Lang. Yes, sir.

Senator Chafee. Second, and Senator Moynihan I think quite
rightly referred to the contents of the statement on page 15 as
a place_where a List of grievancesi-f and the Administration ha
to tell us about agricultural trade, import-sensifive
industries,ithe expected impact on U.S. trade of economic
developments in developing countries; we have to have prior
commitments from Japan, Germany about increased imports of
services and goods -- I don't see how we are ever going to

achieve those things before we start the negotiations.
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But I am here just to indicate my intense concern on this
particular situation, Mr. Chairman.

The Chairman. Mr. Lang?

4Mr. Lang. Unless there are further questions on the
multilateral implementation procedures, I would go on to the
bilateral implementation proceduresf They can be found on
page 19 of the spreadsheet.

Undef S. 490, once the fast track became available,
bilateral .agreements would proceed as under current law --
that is the way Senator Baucus described it. If the President
wanted fo institute a bilateral discussion with another
country, he would send‘nqtification up to the Finance and
Ways and Means Committees, and if that notification survived
disapprovatlby either committee -- if the notification were
disapprdved by either committee, thé fast traék would not be
available. If it survivéd that diﬁapproval, the fastvtrack
would be available, and it would be available for the full

period of time that the fast track would be available for all

L4 2]

trade agreementﬁ; that is, five years from the time the Congres
approved the statement of trade policy.

The next parf of the spreadsheet sets out negotiating
objectives. They begin on the middle of page 20 and continue
for several pages.

The.Chairman. Well then, let me say, Mr. Lang, it is

12:00, and that would take some time. So, we will terminate
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1 the hearings.

Senator Moynihan. Mr. Chairman, could I just ask what the

3 Canadian provision is?
4 The Chairman. ALl right.
5 4 Mr. Lang. Yes. I had undertaken to particularly describe

6 the Canada negotiations in each of the bills. At the top of

7 page 20 of the sprea&sheet, I have just desckibed how under

8 S. 490, if the statement of trade policy were approved, then

9 the Canada negotiation would have to go through the disapproval
10 process again. Under the House biLL, it explicitly provides
1 the President with five years of authority to proclaim tariff
12 agreements on a limited list of articles with Canada.

13 The bilateral trade agreement authority geneqally under

14 the House bill is extended for the five-year period, until

15 January 3, 1993, except for Canada. So, Canada would not

16 qualify for that.

17 Under the Administration's the same situation obtains; so,
18 || under the Administration bill and the House bill, 5f you don't
19 finish by January 3, 1988, essentfally yéu are in the same

20 situation as under the Senate bill, you have to go through the
21 pre-approval process all over again. |

22 Senator Moynihan. Mr.lthairman, perhaps Mr. Woods and

23 Mr. Holmer and Mf- Lang coula give us their counsel as to

24 || whether they think this is conduqive to a successful

25 negotiation that the President and Mr. Maroney have begun. Do
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have a view on it?

Mr. Woods. Oﬁe of the reasons we excluded Canada from
our legislation we submitted to‘the Congress is that we would
Like to hotd.both our and the Canadian Government's feet to
the fire to move forward expeditiously in this negotiation.
We felt that that was probably the best way to reflect that.

Senator Packwpod. Do you mean in the hopes that }ou can
finish by this October?

Mr. Woods. With somé hope that we might be able to do

that.

Senator Moynihan. Thank you.

Thank you, Mr. Chairman.

The Chairﬁén. Thank you very much, gentlemen.

We stand in recess.

(Qhereupon, at 12:01 p.m., the meeting was recessed, to

resume at 10:00 a.m., Thursday, April 23, 1987.)
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UNITED STATES SENATE
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Executive Session
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Comparison of S. 490 with H.R. 3 and Current Law

Supplement to Comparison of Trade Bills
Description of the Administration Bill (S. 636)



e o SUPPLEMENT TO COMPARISON OF TRADE BILLS
DESCRIPTION OF THE ADMINISTRATION BILL (S. 636)

(Prepafed by the Staff of the Senate Committee on Finance)

April 21, 1987
I. NEGOTIATING AUTHORITY

1. Authority to Negotiate.
a. General Trade Agreement~Negotiating Authority.
i. Multilateral Trade Agreement Negotiating Authority
(page 1) .--Maintains the distinction between

multilateral tariff and non-tariff agreements.

As to non-tariff barriers to tfade, makes existing
non-tariff authority permanent.

As to tariffs, re-establishes President's

authority to negotiate and enter into multilateral
. tariff agreement for 10 years from the date of '
| : enactment without limitations.

ii. Bilateral Trade Agreement Negotiating Authority
(page 3) .--No separate authority. (Please note:
As under current law, if the President determines
it is necessary to assure reciprocity of
concessions, the President may recommend
agreements apply only to the parties to the
agreement.)

(Special note with regard to pending Canada
negotiations: The multilateral non-tariff and tariff
authorities of the bill explicitly do not apply to any
bilateral agreement that as of January 1, 1987, was
under negotiation under authority of the 1974 Trade Act,
i.e., the U.S.-Canada bilateral free trade agreement

negotiations.)

b. Special Trade Agreement Negotiating Authority (pages 4
and 5) .--No special negotiating authorities. (Please
note with respect to the Harmonized System: The
Administration bill contains provisions necessary-to
implement the Harmonized System, but not authority to
further neqgotiate the underlying international
Convention.)




2. ‘Prerequisites to Entering into Agreements.

a. Accomplishing Stated Objectives (page 5),—-No’pngyisign.

b. Requires Consultation (page 8).--

i.

ii.

Congress (pages 8 and 9).—-Retainé current law,
except: '

-- Role of advisers.--Adds that Congressional
advisers may provide advice on the development
of trade policy and priorities for the

" implementation thereof;

~-- USTR accredits advisors.--Provides that the
advisers are accredited by the USTR on behalf
of the President; '

-- Additional advisors, other Committees.--
Provides that 1n addition to the advisers
designated above, the USTR may accredit
additional advisers for specific policy
matters or negotiations after consulting with
the Chairmen and Ranking Minority Members of
the Ways and Means and -‘Finance Committees and
any other Committee which the Ways and Means
and Finance Chairmen say have jurisdiction
over legislation likely to be affected by the
negotiations in question;

-- Briefings.--USTR is required to keep each
advisor "currently informed" concerning
various trade matters with consultations held
not less infrequently than four times per year
and, when necessary, with the Ways and Means
and Finance Committees in executive session;

-- 'Non-advisers and staff.--The Chairmen of Ways
and Means and Finance Committees may designate
Members in addition to the official advisers
and staff who shall have access to information
provided official advisors.

International Trade Commission (ITC) (page 10) .--
Retains current law and adds the following:

Non-tariff advice.--Authorizes the President to
ask the ITC for non-tariff as well as tariff
advice. Expands the "probably economic impact"
advice of the ITC to include impact on the
following additional sectors: Services and
intellectual property.




Ce

a.

iii.

Private Sector Advisers (page 1l0).--Retains
current law, and adds the following:

-- 'Hearing.--Requires public hearings before an
inter-agency committee (which the President is
free to designate) on any proposed non-tariff
trade agreement,.

-~ Timing of advice.--Encourages the
Administration to seek private sector advice
"prior to the commencement of negotiations."

-- New committees required.--Specifically
requires sectoral and functional advisory
committees on services, investment,
agriculture, defense, industry and labor.

Trade Agreement Implementation Procedures in Congress
(page 11) .--Extends current law.

3. Negotiating Objectives.

Overall'Objectives (page 20) .--

To'obtain:

i.

ii,

iii.

More open and equitable market access.

The harmonization, reduction, or elimination of

policies or measures which impede or distort trade
or commerce, including'distortions and impediments
identified in the National Trade Estimates Report.

To the maximum extent feasible, the harmonization,

reduction or elimination of agricultural trade
barriers and distortions shall be undertaken on an
expedited basis in light of the weakness of

"existing international disciplines in agriculture

relative to other products.

Sectoral Objectives (page 21).--

i.

Agriculture.--To liberalize and expand trade in
agricultural products, reduce barriers to markets,
eliminate direct and indirect subsidies that
distort trade, and reduce or eliminate other
practices unreasonably distorting trade, including
unjustified phytosanitary restrictions.

Objectives in Services, Investment, and High Technology
Products (Section 104A) (page 22).--




i, Services.--Retains current law. "Adds provisions

that negotiators will consult as they deem
appropriate with State authorities on the services
negotiations, particularly with respect to
services activities under State regulating
authority.

ii. Investment.--Retains current law.

iii. High Technology.--No provision.

Access to Supplies (Section 108) (page 25).--No
provisign. .

Safeguards ("Escape Clause") (Section 107)'(page 25) .-~
Same as H.R. 3. _ :

Reform of the General Agreement on Tafiffs and Trade
(GATT) (Section 121) (page 25).--

Uruguay Round.--To use the successful launching of the
Uruguay Round as a means to produce multilateral
agreements on effective and enforceable rules and
disciplines that will éenhance the purposes and
objectives of this Act, in particular by improving
access abroad for American exports of products and
services; achieving fairer terms . of competition;
enhancing the role of GATT; strengthening provisions for
international negotiation and dispute settlement;
improving the institutional structure and role of GATT;
and, insuring that all GATT members assume a full
measure of responsibility for maintaining and promoting
the open international trading system. The United
States shall seek the objectives and purposes of this
Act through the Uruguay Round, but the President is not
precluded from seeking agreements outside the Uruguay
Round, or GATT, if it appears that negotiations are
delayed or the U.S. objectives can be obtained more
effectively through bilateral or plurilateral agreements
outside GATT. '

Dispute Settlement.--Same as H.R. 3.

Unfair Trade Practices.--To improve GATT and non-tariff
measure agreements to provide greater discipline on
unfair trade practices, to further improve provisions
applying to agricultural trade so as to be consistent
with those on industrial products, and to otherwise seek
greater discipline.




II.

GATT Improvement.--To improve the operation of GATT and
Multilateral Trade Negotiations Agreements and
Arrangements, and expand participation, where
appropriate. (NOTE: Also in H.R. 3.)

Negotiating Objectives with No Counterpart in Current
Law (page 27) .--

Intellectual property.--Same as H.R. 3.

Worker Rights.--To promote respect for worker's rights
and to secure a review of the relationship of worker
rights to GATT with a view to ensuring that the benefits
of the trading system are available to all workers.

ESCAPE CLAUSE: SECTION 201 OF THE TRADE ACT OF 1974

l. Injury Investigations by ITC.

a'

b.

Petitions for Import Relief (page 29).--Retains current
law.

Factors to be Considered with Respect to "Serious
Injury" (page 29).--Retains current law.

Factors to be Considered with Respect to Threat of
Serious Injury (page 30).--Retains current law.

Factors not Indicating Absence of Serious Injury, or
Threat Thereof (page 30).--No provision.

Causation Standard (page 31).--Retains current law, and

requires ITC to consider the condition of the industry
over the course of the relevant business cycle, and not
aggregate the causes of declining demand associated with
a recession or economic downturn into a single cause of

serious injury.

Definition of "Domestic Industry" (page 31) .--No
provision,

Gebgraphically Isolated Markets (page 32).--No
provision.

Deadline for ITC Injury Determination (page 32).--
Retains current law.

Moratorium on Investigations (page 32).--Retains current
law,




The likelihood that any import relief would
lead to a domestic industry or segment
thereof that would be competitive after such
relief; and

Any actions proposed by the industry or
workers to improve the industry's
international competitive position.

b. Relief Options (page 42).—-Adds follow1ng options
for relief: ,

i. Initiate multilateral negotiations with
foreign governments to address or otherwise
alleviate the serious injury; and

ii, Provide Federal regulatory relief based on an
expedited review of any Federal regulatory
requirement (defined as any regulatory
requirement imposed by a U.S. statute or
regulation).

Eliminates provision of adjustment assistance.

c. Maximum Relief (page 44) .--Retains current law.
d. Duration of Relief (page 44).--Retains current law.

e. Congressional Role (page 44).--Retains current law.

f. Effective Date of Rellef (page 45) --Retains

current law.

Review of Industry Developments (page 45) .--Retains current
law.

Modification of Relief (page 46).--Authorizes the President
to reduce or terminate import relief if it is in the -
national economic interest or the continuation of import
relief in 1ts present form can no longer reasonably be
expected to lead to a competitive domestic industry or it is
no longer necessary to ensure a competitive industry.

Evaluation of Rellef After Exp1rat1on ‘(page 46) .--No
prov1s1on.
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II1I. - TRADE ADJUSTMENT ‘ASSISTANCE

No provision (S. 636 would repeal trade adjustment assistance
(TAA)) . : '

5.

4.

Effective date -- Termination (page 51) -- No assistance or
payments under TAA would be provided after September 30,

1987. Any worker covered by a certification of eligibility
prior to September 30, 1987 would receive full TAA payments,

if such payments had already begun prior to September 30. -

IV. SECTION 301 OF THE TRADE ACT OF 1974

Amendments .to National Trade Estimate (NTE).

a. Additional Estimate (page 52)3—-No_amendment to NTE.
b. Factors (page 52) .--No provisidn. |

c. Submission of Report (page 52) .--No provision.
Mandatory Initiation (page 53).--No provision.

Determination-Whether‘Foreign Act, Policy, or Practice is
Actionable Under Section 301.

a. Transfer of Authority to USTR (page 54).--Retains
current law.

b. _Consultation (page 54) .--Retains current law.
c. Presentation of Views (page 54).--Retains current law.

d. Time Limits (page 55) .--Amends the time limit for USTR
recommendation in an investigation involving a trade
agreement (other than the subsidies agreement) to 30
days after dispute settlement procedure is concluded or
two years after initiation of the investigation,

whichever occurs first.

All time limits may be waived at the petitioner's
request.

e. Obtainihg Information (page 56).--No provision.
‘f. Consultations Delay (page 56).--No provision.

Remedial Action (page 57).
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Transfer of Authority to USTR (page 57) .~--Retains
current law. .

Mandatory/Discretionary Action (page 57).——Reta1ns
current law.

Time Linit on Action (page 59).--Retains current law.

- Notice and Report’Requirements (page 59) .--Adds

requirement -that when the President determines to take
action on his own motion a public hearing must be held,

.if requested, before taking action, or if expeditious

action is required, after taking action.
GSP'Withdrawal (page 60) .--No provision.

Serv1ce Sector Access (page 60) .--No provision.
Sectoral Scope of Action (page 60) .--No provision.
Negotiated Settlements (page 60) .--No provision.

Consideration of Agricultural Impact (page 60) .--NoO
prov151on.

Subsequent Actlon.

Commercial Effects Report (page 61) .--Same as H.R. 3.

Monitoring/Enforcement of Foreign Actions (page 61).--No
provision.

Modification/Termination (page 62) .--No provision.

Actionable Foreign Acts, Policies, or, Pactices.

U.S. Trade with Thlrd Countries (page 63) .--No-
provision.

Export Targeting (page 63) .--No provision.

Worker Rights (page‘65).-—No provision.

Reciprocal Market Access (page 66) .--Same as first

provision under H.R. 3. Otherwise, no provision.

Mercantilist Practices (page 66) .--No provision.

Foreign Countries with Excessive and Unwarranted Trade
Surpluses (page 69).--No provision,



1.

g.

h.
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Unfair Trade concessions Requirements (page 70) .--No
provision. ‘

Threat (page 70).--No provision,

Miscellaneous.

a'c

b.

Foreign Instrumentalities and Territories (page 71) .--
Retains current law.

Compensation Authority (page 71) .--Would provide general
authority (not just relating to section 301 actions),
when any action has been taken to increase or impose any
duty or other trade restriction and the affected country
retaliates or threatens to retaliate under the terms of
a trade agreement to which the United States is a party.
Any compensation granted is to be reduced and terminated
according to a schedule that is substantially equivalent
to the effect and duration of the U.S. action giving
rise to the compensation. Before entering into a
compensation agreement, the President is to consider
whether the foreign country has violated commitments
benefiting the United States and the violation has not
been offset by the U.S. action or the foreign country..

V. ANTIDUMPING AND COUNTERVAILING DUTY LAWS

Dumping by' Non-Market Economy Countries.

a.

Standard (page 72) .--Requires foreigh market value to be
determined based on the price at which comparable
merchandise is sold at arm's length in the United States
by the eligible market economy country with the lowest
import price into the United States. If imports from
that country are insufficient, either absolutely or
relative to the imports under investigation, Commerce
may include additional eligible market economy countries
in its determination.

If Commerce determines:

i. Prices of the eligible market economy country with
the lowest import price do not accurately reflect
fair value, or its prices cannot be adequately

ascertained or adjusted; or,

ii. ‘There is no eligible market economy country;
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then Commerce may determine foreign market value on the
basis of either another eligible market economy country
or the constructed value of comparable merchandise in
any market economy country, as appropriate.

" b. Terms Defined (page 72).——

"Eligible market economy country".--Same as S. 490
except for specifying that country must be exporting
comparable merchandise to the United States and
referrlng only to the 'level of 1mports (not whether the
level is de minimis). .

"Lowest import price".--The lowest of the average prices
at which comparable merchandise from eligible market
~economy countries is sold to the United- States over the
period of investigation. :

"Comparable merchandise".--Mérchandise in the tariff
schedule 1tem number 1n which the imports under
1nvestlgat10n are classified, unless a more narrow
breakdown is available.

C. Suspension Agreements (page 73) .~-—Same as S. 490 except
there is no condition that such agreement will prevent
price suppressxon or undercutting.

d. Collection of Informatlon (page 74) .--Provides that

Customs and the ITC must give Commerce any public
information they have that is relevant to the
proceedings. Gives Commerce right of access to records
of companies importing or distributing the merchandise
under investigation, including discovery, deposition,
and subpoena power.

Application of Counteryailing Duty Law to Non-Market Economy
Countries (page 74).--Codifies court decision. :

Input Dumping (page 74).--N0-proyision.

Downstream Product Monitoring (page 76).--No provision.
Sham Transactions (page'78).——Reteins current iaw.
Fungible products (page 79).——Retains current law.
Critical Circumstances ‘(page 80) .--Retains current law.

Definition of Domestic Industry (page 8l).--Retains current
law. ‘

Standing (page 82) .--Retains current law.
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Countérvailable Domestic Subsidies (page 82).--Retains
current law.

Material Injury and Threat of Material Injury (page 83) .—-
Retains current law.

Anticircumvention (page 86) .--Same as H. R. 3.
Information provisions.
a. Access to Information ‘(page 87) .--Retains current law;

b. Certification of Submissions (page 88) .--No provision.

'Explanations of Deviation from Precedent'(page 88) .-~No

provision.
Correction of Errors (page 88).--No pfovision.
Drawback Treatment'(page 88) .--No piovision.
Governmental Importations (page 88) .--No provision.

Injury Test Regarding an Outstanding Countervailing Duty
Order (page 89) .--Same as H. R. 3.

Studies (page 89).--No provision,
Multiple Offenders (page 90).--No provision.

Civil Actions for Recovery of Dumping Damages (page 92).--No
provision. ‘

Dumping Compensation Awards (page 93).--No provision,
Foreign Tax Adjustment.

Current Law.--In determining dumping margins, Commerce adds
to the U.S. price of the imports an amount equal to any
indirect taxes which an exporting country refunds or
forgives upon export to the United States but only to the
extent that such taxes are added to or included in the price
of comparable goods sold in the foreign country. In
practice, Commerce deducted the entire amount of the
indirect taxes paid from foreign market value. 1In April
1986, the Court of International Trade overturned this
practice in Zenith v. United States and directed Commerce to
measure how much tax 1s passed through on home market sales.

H.R. 3.--No provision.

S. 490.--No provision,
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S. 636.~--Requires foreign market value to be decreased by
the full amount of any taxes imposed in the exporting
country that are rebated or not collected because of exports
to the United States.

VI. INTELLECTUAL PROPERTY RIGHTS

Injury Test (page 94).——Same as H.R. 3.

Economic and Eff1c1ent Industry Test (page 94).--Same as
H.R. 3.

U.S. Industry Requirement (page 94) .~--Would €liminate
requirement of demonstrating that an industry exists in
cases involving patents, process patents, copyrights,
reglstered trademarks, and mask works. - Would retain current
law in all other cases,

Termination of Investlgation by Consent Order or Settlement
Agreement (page 94) .--No provision.

‘Time Limits for Temporary Exclusion (page 95).-- If petition

for temporary exclusion order is filed prior to the date the
ITC publishes notice of the investigation, establishes
deadline of 90 days after the date of publication of the
notice (135 days in more complicate cases). If petition is
filed after publication of the notice, deadline is 90 days
after filing the petltlon (135 days in more complicated

-cases) .

Cease and Desist Orders (page 95) .-- Same as H.R. 3.
Presidential Review‘(page 95) .—--Retains current law.
Default Provisions (page 95) .--Same as H.R. 3.

Abuse of Discovery (page 96) .--No provision.
Modification or Rescission of Section 337 Orders (page
96) .~--Same as H.R. 3, except that it does not establish
bases on which modification or recissions may be granted.

Seizure and Forfeiture.(page 96).--No provision.

U.S. Government Impdrtation (page 96) .--Broadens exemption
to include copyrights, registered trademarks, or mask works.

Confidential Information (page 96).-—Same_asAH.R. 3.
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VII.. ACCESS TO TECHNOLOGY
provision.
VIII. SAFEGUARDING NATIONAL SECURITY (SECTION 232)
provision.
IX. FORMULATION OF TRADE POLICY
provision.
X. MISCELLANEOUS TRADE LAW PROVISIONS
érovision.‘
XI. TELECOMMUNICATIONS
provision.
X:I. INTELLECTUAL PROPERTY PIRACY AND MARKET ACCESS
provision.

XIII. MARKET DISRUPTION BY IMPORTS FROM NME'S
(SECTION 406 OF THE TRADE ACT OF 1974)

Retains current law.
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Senator Lloyd Bentsen
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Today marks an end, a beginning and a continuation for the Senate Finance
Committee.'

It is the end of several months of hearings, the beginning of a mafkup and
the continuation of what I hope will be a sucéessful, bipartisan effort to pass
trade legislation and send it to the President's desk this year. |

This is the' hard part. Up to noﬁ we've only' had to 1listen ahd ask
questions., Today we begin the pbogess of making decisions, with a goal of
providing answers to our country's trade problems.

None of us, I think, pretends to have all the answers to those problems.
None of us is asking America to swallow a magic potion thatkwill restore our
, éompetitive edge and cause our $170 biliion trade deficit to wither away.

It wouldn't délfor us to 6verstate what we expect to accomplish through
this process of enacting,tréde legislation, |

But those who dismiss the impact a carefully thought out, predictable trade
policy can have'on our trade problems make a far more serious mistake,

Let me mention briefly just one elemenﬁ of such a,pblicy.

If by our efforts we do no more than assure trade a place éf prominence on
the national policy agenda we will have accomplished a lot.

We all know of instances in whiqh the diplomats have blocked an effective
trade action out of concern it would ruffle the feathers of our friends and
allies.

Our friends and allies, of course, have long béen éware of the intensity of

competition in world markets. I doubt their feathers ruffle as easily as they

have had our diplomats believe.




In fact,.if we-succeed in establishing a carefully thought out, pbedictable
trade policy it will ruffle a lot fewer feathers than does our current, ad hoc
approach to trade,

.Of course the Japanese were surprised and upset when we insisted they live
up to the semiéonductor agreement. We hadn't done that before. Of éourse the
Japanese are our friends and allies. The car salesman or the furniture dealer
may be our friend and neighbor, but that doesn't prevent him from driving the
best bargain he can.

I look forward to the day when the the councils of power at the White House
consider the effect on trade of any aétion they contemplate., I look forward t§
the day when our Trade Representative'is seated at the right hand of the
Pfesident. As things now stand he fréquently isn't even in the room,

| I have never understood why a President of the United States would go off
tq .an ecbnomic summit conference in Bonn. or Tokyo and leave his Trade
Representative behind in Washington. You can keét assured that ali_ther world
leaders have brought their Trade Ministérs along. | |

We can hope, when they convene the Venice summit in June -- with trade and
the possibility of a global recession at the top of the agenda -- that
Ambassador Yeutter will be cruising the canals with the U.S. delegation.

That is what we are aiming for as we begin this brocess to@ay: to establish
a predictable trade policy for this country and to help insure that this policy
‘-- and the officials who are its advocates -- have the standing that our
national interest demands.

-30-




