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THE PRESIDENT’S 2021 TRADE
POLICY AGENDA

WEDNESDAY, MAY 12, 2021

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

The hearing was convened, pursuant to notice, at 9:30 a.m., via
Webex, in the Dirksen Senate Office Building, Hon. Ron Wyden
(chairman of the committee) presiding.

Present: Senators Stabenow, Menendez, Carper, Cardin, Brown,
Bennet, Casey, Warner, Whitehouse, Hassan, Cortez Masto, War-
ren, Crapo, Grassley, Cornyn, Thune, Portman, Toomey, Cassidy,
Lankford, Daines, and Barrasso.

Also present: Democratic staff: Sally Laing, Senior International
Trade Counsel; and Joshua Sheinkman, Staff Director. Republican
staff: Gregg Richard, Staff Director; Mayur Patel, Chief Inter-
national Trade Counsel; and John O’Hara, Trade Policy Director
and Counsel.

OPENING STATEMENT OF HON. RON WYDEN, A U.S. SENATOR
FROM OREGON, CHAIRMAN, COMMITTEE ON FINANCE

The CHAIRMAN. The Finance Committee will come to order. This
morning the Finance Committee is pleased to welcome United
States Trade Representative Tai for our annual hearing on the
President’s trade agenda. In 2021, just about every major trade pol-
icy needs to be based on a straightforward proposition: out-
competing China for jobs and economic growth. The reality is, too
often, the Chinese Government has feasted on weaknesses in the
global trading system to the disadvantage of American workers.

The Finance Committee examined many of the key issues in a
hearing last month. American factories and plants have shut down
because of unfair subsidies and overproduction in China. American
websites and digital service providers are blocked by the Great
Firewall, and they watch as homegrown Chinese firms rip off their
ideas and grow into tech giants intolerant of free speech. American
workers cannot and must not ever have to compete against forced
labor, which is an atrocity on its own, regardless of what it means
for international trade.

The bottom line is, our country has been playing catch-up ball in
the competition with China for too long. It is going to take higher
standards and stronger enforcement policies as a key component to
move faster, to have more American jobs and growth, particularly
in our smallest businesses. The older, slower approach—the one
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that responds to China’s rip-offs long after the damage is done—
clearly has not worked.

The committee is working now on bipartisan legislation to ad-
dress these challenges directly. We are going to have progress to
announce on that bill in the days ahead, and I am looking forward
to discussing these issues with Ambassador Tai today.

Now, apropos of showing what tough, quick-moving trade en-
forcement looks like in practice, there are two brand new examples
that have been making some news this week. The AFL-CIO an-
nounced Monday that it was bringing forward the first major com-
plaint dealing with labor rights under the new USMCA rapid re-
sponse mechanism. And as Ambassador Tai is going to tell us
shortly, USTR announced just this morning that it has self-
initiated the first rapid response action to protect workers’ rights
to organize and collectively bargain. Senator Brown of Ohio and I
proposed this new system some time ago because the Trump ad-
ministration’s version of the new NAFTA deal simply was not
strong enough to ensure enforcement to protect American jobs.

The new petition and action announced this week are taking on
what really are classic labor violations in Mexico, such as firing or
harassing workers who try to organize, and failing to ensure a le-
gitimate vote on bargaining agreements. That sort of abuse is a
threat to workers everywhere, including in my home State of Or-
egon and across the country, because it is part of the race to the
bottom on worker’s rights.

The committee is going to have questions, as I know the Ambas-
sador expects today, and there will be questions on other areas of
trade enforcement implementation.

Finally, USTR is also going to be leading negotiations dealing
with intellectual property and the COVID-19 vaccine. Entering ne-
gotiations on the IP waiver was the right decision. The Biden ad-
ministration is working hard to get shots in arms across the coun-
try, and COVID-19 cases are dropping in many areas. However,
new coronavirus variants still clearly pose a danger to Americans
as long as there are terrible outbreaks around the world.

My view is, our system ought to include IP protections and ex-
ceptions that promote the common good, and it is unquestionably
in the common good to squash the virus as quickly as possible
around the world.

The waiver negotiations are an important step, but as the Am-
bassador and I have talked about, the waiver alone does not unlock
a vaccination miracle; there is more to do. That includes manufac-
turing capacity, it includes building out supply chains; it could also
include making sure other countries are actually going to be able
to afford the vaccine.

So we have a lot to talk about today. We want to welcome you
again, Ambassador Tai. We are going to have, first your testimony,
then questions and answers.

And now we will hear from our friend Senator Crapo.

[The prepared statement of Chairman Wyden appears in the ap-
pendix.]
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OPENING STATEMENT OF HON. MIKE CRAPO,
A U.S. SENATOR FROM IDAHO

Senator CRAPO. Thank you very much, Mr. Chairman. And wel-
come, Ambassador Tai. Senator Wyden and I are in strong agree-
ment about how critical it is for us to step up our game in trade,
particularly in terms of dealing with China. And I appreciate the
opportunity for us to visit with you about that here today, Ambas-
sador.

The President’s 2021 trade policy agenda opens with two objec-
tives: one, ending the COVID-19 pandemic; and two, strengthening
the economy.

Significant progress is being made on the first, with record vac-
cine development thanks to Operation Warp Speed and continued
efforts by the Biden administration to get shots in the arms.

Unfortunately, with regard to the second objective, progress is
disappointing. Last month the United States added only 266,000
jobs—far less than the 1 million jobs that economists predicted.

President Biden’s response is that we have a long way to go. Yes,
we do. In fact, more Americans are out of work at the moment than
during the worst point in the Great Recession.

Of course, Americans have crossed unimaginable distances be-
fore—and they will do so again. But why counsel Americans to be
patient? It is not in their nature. What we need to do right now
is to speed up the journey for everyone by fully reopening our econ-
omy and executing an ambitious and sound trade policy.

According to President Biden’s trade agenda, exports facilitate
greater productivity and wages. In fact, President Obama’s White
House determined that every billion dollars in increased annual ex-
ports supports between 5,300 and 7,300 jobs.

If the Biden administration wants a worker-centered trade pol-
icy, then the logical—and only sensible course—is to adopt a trade
policy that creates as many high-paying jobs as possible.

That kind of successful trade policy requires at least three com-
ponents. First, enforcement must be a priority. The trade agenda
notes there will be comprehensive enforcement of the labor and en-
vironmental obligations in our free trade agreements. I support
that, because America’s businesses, workers, and farmers need to
compete on a level playing field.

We can do that, and also stand up for them by challenging other
market access barriers at the same time. Enforcement in these
areas is complementary, not exclusive.

Make no mistake, there is a great deal to enforce. For example,
the United States-Mexico-Canada Agreement, the USMCA, con-
tains groundbreaking market access commitments. These commit-
ments are particularly important to our farmers, who have faced
a decline in demand from restaurants, school systems, and hotel
customers.

We must make sure American farmers get the access to our trad-
ing partners to which they are entitled. But the story on enforce-
ment must become better.

An important U.S. tariff-rate quotas case against Canada re-
mains stalled in the USMCA process. It is time to see progress on
it, or the United States must proceed with a dispute settlement
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panel so that American farmers, ranchers, and businesses can
enjoy the benefits they bargained for under the agreement.

Mexico is adopting a host of measures that undermine our agri-
cultural rights, including restrictions on biotech crops, glyphosate,
and unreasonable food packaging labels.

Ambassador Tai, I encourage you to press for action on these
barriers at the meeting of the USMCA Free Trade Commission
later this month. If our partners should refuse, you must use the
enforcement tools at your disposal.

The second component of an effective trade policy is negotiating
new rules and market access opportunities. To that end, I support
the Biden administration’s call to work with allies. Yet, the Presi-
dent’s trade agenda is silent on whether we will continue to nego-
tiate with the United Kingdom and Kenya.

I encourage you to work with the United Kingdom—one of the
United States’ oldest allies—and with Kenya, which can serve as
a replicable model for future trade deals in a country where China
has failed to get an FTA, and that will also establish our commit-
ment, over China’s, to the people of Africa.

Furthermore, we must deepen our engagement in the Asia-
Pacific, or risk losing U.S. allies there to China’s predation.

While I understand you believe the Trans-Pacific Partnership is
dated, I see value in an agreement with new disciplines, including
on digital trade. However, that means we must start thinking
about how to modernize the TPP, or what other structures we can
use for U.S. engagement in the Asia-Pacific. We cannot simply take
a “time-out” from the region.

Last month, Japan ratified the Regional Comprehensive Eco-
nomic Partnership, which is China’s model for what trading rela-
tionships in the region should look like. In the absence of U.S. lead-
ership in the region, our allies will have to look elsewhere. If the
United States is to pursue a worker-centered trade policy, we need
to 1be mindful that American workers lose when China writes the
rules.

The final but most important component of a successful trade
policy is consultation. The Supreme Court noted 60 years ago that
the President is strongest when he acts pursuant to an authoriza-
tion of Congress—and is potentially powerless when he acts in defi-
ance.

The administration must be strong when it comes to trade policy,
and that requires a close partnership between Congress and the
U.S. Trade Representative. We recently had a test of that partner-
ship: the administration’s decision to support a waiver to the intel-
lectual property protections in the WTO TRIPS Agreement.

The WTO TRIPS Agreement was approved by Congress. The law
says Congress’s approval can only be withdrawn, quote “if and only
if” Congress enacts a joint resolution to that effect. Last summer,
during the height of the pandemic, both houses of Congress de-
clined to act on such a resolution. Yet without any consultation
with this committee, you announced via a tweet that the adminis-
tration unilaterally supports waiving the patent obligations of the
TRIPS Agreement.

Chancellor Merkel of Germany asserts the problem with vaccine
distribution is not patents, but manufacturing capacity and produc-
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tion standards. Albert Bourla, the CEO of Pfizer, said the decision
will “categorically create more problems for vaccine distribution.”
He added that it will “disincentivize anyone else in the future from
taking a big risk” like Pfizer did, laying the groundwork for classic
moral hazard.

Iconic American innovators, like Bill Gates, have also said the
decision will not advance vaccine distribution. In short, these ob-
servers assert a TRIPS waiver will undermine the very objective on
which I said the administration showed some progress; ending the
pandemic.

Conversely, Vladimir Putin, in fact, supports this decision to pur-
sue a waiver. Neither did it surprise me that a bureau chief for one
of China’s propaganda outlets replied to your tweet by asserting
that “global pressure works.”

You may, of course, have your own good reasons, but to date you
have not offered an adequate explanation. You will hear more on
this subject from me and my colleagues.

Ambassador Tai, I know that you like the expression that “USTR
can walk, chew gum, and play chess at the same time.” But what
we need is a USTR that can enforce, negotiate, and consult at the
same time. The American people and members of Congress, includ-
ing myself, are counting on you to prove that is the case.

Thank you, Mr. Chairman. I look forward to the testimony from
our witness.

[The prepared statement of Senator Crapo appears in the appen-
dix.]

The CHAIRMAN. Thank you, Senator Crapo; and I look forward to
working with you.

Ambassador Tai, welcome. Please go ahead.

STATEMENT OF HON. KATHERINE C. TAI, UNITED STATES
TRADE REPRESENTATIVE, EXECUTIVE OFFICE OF THE
PRESIDENT, WASHINGTON, DC

Ambassador TAIl. Thank you, Chairman Wyden, Ranking Mem-
ber Crapo, members of the committee, for inviting me to testify on
the President’s trade agenda.

Our worker-centric trade policy is a key part of the Biden-Harris
administration’s effort to Build Back Better. We are making real
strides towards ending the pandemic. There are pockets of progress
and hope, but we still have a lot of work ahead.

I want to thank Congress for passing the American Rescue Plan,
which has already helped gets shots in arms and money in the
pockets of millions of Americans. We are seeing the economic bene-
fits of that quick action here in the United States; we are on track
for a full economic recovery. More needs to be done.

The American Jobs Plan and the American Family Plan would
combine to make the United States a healthier, safer, more pros-
perous, fairer, and a more competitive nation. They would make
full investments that build a better foundation for decades of eco-
nomic growth.

These extraordinary times demand extraordinary leadership and
creativity to defeat COVID-19. The announcement last week that
the United States will not let intellectual property rights get in the
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way of saving lives is just one part of the administration’s global
effort.

We will pursue text-based negotiations at the WTO, which may
take time, but I am encouraged that other countries have already
announced that they will roll up their sleeves and join us.

We will also continue to ramp up our efforts working with the
private sector and other partners to expand vaccine manufacturing
and distribution around the world. This comprehensive effort will
not only save lives but also help heal the economy.

And as we reengage the world from a position of strength, sup-
port from Congress gives us more authority and opportunity to de-
liver results for the American people. We want a fair international
trading system that promotes inclusive growth and reflects Amer-
ica’s universal values. For too long, we have overlooked the effect
of our trade policies on individual workers, who are human beings
living in a community trying to survive and to thrive.

The worker-centered trade policy outlined in the President’s
trade report will foster broad-based equitable growth, increase in-
novation, and give workers a seat at the table.

Last week, I announced our transparency principles and the ap-
pointment of our Chief Transparency Officer, whom Chairman
Wyden knows well. Together they show our commitment to com-
prehensive public participation, and they are just the starting
point.

For the first time, the President’s trade agenda included the goal
of racial equity. Our thoughtful, sustained engagement will help us
better understand how our proposed policies affect all communities,
and we will consider those effects before making policy decisions.

Trade policy must also help protect the environment and fight
climate change. For too long, we have seen a race to the bottom,
but we can use trade tools to incentivize a race to the top and build
a cleaner and brighter future with high-paying, quality jobs.

Our farmers, ranchers, fishers, and food processors will also ben-
efit from our new approach. We are turning the page on erratic
trade policies and looking to expand global market opportunity
while enforcing global trade standards and ensuring that trade
partners live up to their commitments.

Sustained American leadership and reengagement with our al-
lies, trading partners, and economic competitors will be key. The
Leaders Climate Summit in April showed that we can rally the
world to tackle big challenges. We will work with the World Trade
Organization’s new Director General, Dr. Ngozi Okonjo-Iweala, and
like-minded countries to reform the WTO’s rules and procedures so
they can be a relevant force for good in the 21st century.

We are also working to resolve the ongoing Boeing/Airbus dis-
pute and addressing the real problem of overcapacity in the steel
and aluminum sectors coming primarily from China.

These talks will take time, but I believe a resolution is possible.
We will not hesitate to call out China’s coercive and unfair trade
practices that harm American workers, undermine the multilateral
system, or violate basic human rights. And we are working towards
a strong strategic approach to our trade and economic relationship
with China.
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We welcome fair competition, and if China cannot or will not
adapt to international rules and norms, we must take steps to level
the playing field.

Closer to home, we are using every tool available to make sure
our existing agreements work and have a positive impact on real
people. The USMCA gives me confidence that this approach is
worthwhile.

USMCA is a starting point for future efforts in the region that
will explicitly acknowledge climate change, aggressively address
global forced labor issues, and expand the benefits of trade to
women and historically underserved communities.

I will enforce the new standards, follow through on our commit-
ments, and use the agreement to ensure that Canada and Mexico
do too. This week you have seen that we are committed to using
these tools. The innovative rapid response mechanism will allow us
to address longstanding labor issues in Mexico. Today I am proud
to announce the inaugural use of this mechanism in our request
that Mexico review whether workers at a General Motors facility
are being denied the right of free association and collective bar-
gaining. I commend the Government of Mexico for stepping in
when it became aware of voting irregularities earlier this year.

I am proud to partner on this shared goal of helping both Mexi-
can and American workers prevent a race to the bottom.

As you can see, we have our work cut out for us, but I am con-
fident that we can walk, chew gum, and play chess at the same
time. The professional and dedicated public servants at USTR are
working hard to implement the President’s trade agenda, and I am
proud to carry the strength and creativity of our small but mighty
agency into the room today.

Thank you for your time, and I look forward to your questions.

['Izihe prepared statement of Ambassador Tai appears in the ap-
pendix.]

The CHAIRMAN. Thank you, Ambassador. And when we think
ab0111t you, we think particularly about your mighty role in par-
ticular.

Thank you also for the good news with respect to the stepped-
up effort on transparency, on trade enforcement in particular,
where Senator Brown and I have put a lot of sweat equity into
doing that. So that is good news.

What I would like to start with—you heard Senator Crapo and
I talk about our joint efforts with respect to China. The bottom line
here is, we've got to out-compete them, and we can do that on a
level playing field.

Now China has not exactly been secretive about its aspirations;
they have all these plans: 5-year plans, 10-year plans, this plan,
that plan. The fact, however, is that their bottom line is, they are
targeting industries today that we care deeply about—that Senator
Crapo and I care deeply about in the Pacific Northwest—semi-
conductors, the question of solar. These are hugely important to
our part of the country and the United States.

My first question to you is, are there tools that you need this
committee to give you now so that you can better ensure that we
have that level playing field for American companies, both at home
and abroad?
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Ambassador TAI. As I turn on my microphone here, this is one
of the most important questions that we face, which is how we
make use of the tools that we have; and as we survey the land-
scape in 2021 in terms of the economic challenges that we have
and the competitive challenges, what tools do we still need? I ap-
preciate the spirit of this question tremendously.

Let me just offer one example. We do need new tools, in my opin-
ion, and I think that this is an area where the administration and
this committee and the Congress can really make strides towards
fs_trlezln,cg:‘chening our trade enforcement, our leveling of the playing
ield.

The steel and aluminum tariffs that have really roiled our econ-
omy but were necessary to address a global overcapacity program,
driven largely but not solely by China—one of the awkward aspects
of the use of these carrots is the section 232 authority that I know
so many members of this committee have really been studying and
focused on reforming over the past several years. What I would like
to offer is this thought, that for my predecessor and the Trump ad-
ministration, they did the best that they could, given the tools that
we have existing on the books.

Section 232 is a statute from 1962, I believe it was, created at
a very different time, certainly created long before the WTO was
founded. And what I would observe is that part of the tensions that
have arisen over this important trade remedy is the discordance
between the authority provided and the nature of the problem we
are dealing with now.

What I would propose is that we need 2021 tools for addressing
the 2021 challenges we have, rather than relying on 1962 tools and
retrofitting them for the challenges we have now. So I think that
there is a lot of opportunity here for us to look at the problems and
challenges that we are facing and to devise tools here in the United
States, but also to work with our allies and our partners on tools
that we can coordinate using, to address really what should be
shared interests on our part.

The CHAIRMAN. I very much appreciate your interest in updating
that particular area of trade policy. I can tell you, and I think my
colleagues would agree—I think colleagues on both sides—not a
day goes by when I do not have a Senator talk to me about 232,
and particularly this idea of modernizing the statute. That is what
trade is all about: having a tool box that we can use to deal with
our challenges. So we will look forward to working with you on
that.

Let me, in my remaining time, just touch on a question with re-
spect to the TRIPS waiver and the situation with the vaccines.

I like your point about multitasking, where you are saying, “Hey,
look, we can walk and chew gum, we can do all of this simulta-
neously.” We are going to need some guiding principles with re-
spect to the full issue, and let me submit three and kind of get your
reaction.

First, we have to have a balanced vaccine IP waiver that spurs
timely manufacturing safely and ensures deployment. Second, we
need to deal with any kind of potential restrictions, questions with
export restrictions, non-tariff barriers, regulatory hurdles, tariffs;
the kinds of things that slow down manufacturing would be the
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second kind of principle. And third, we have to engage with other
countries in the WTO to understand what obstacles we may see in
the WTO process.

That would be my take of how USTR—and our conversation is
going to be working with other agencies and other officials. These
are all areas where it seems to me your office can lead, and with
youﬁ expertise, strike me as a solid set of principles we can begin
with.

What is your take on that?

Ambassador TAl. Chairman Wyden, I had prepared a slightly dif-
ferent set of words, but they essentially track your three principles,
and so let me just reflect to you the way I have been thinking
about it, but I think that they match up quite nicely.

The first one is to educate, really, around the waiver proposal
and the way the WTO works. Our expression of support for the
waiver is an endorsement and an exercise of U.S. leadership at the
WTO to begin a process, and to encourage all 164 members of the
WTO to roll up their sleeves and come together. It is a process, and
if we are going to succeed at the WTO in making the WTO relevant
here in responding to the needs of our people worldwide and our
economy, it will necessarily be something that has to be supported
by all 164 members of the WTO. We see our role as critical to fa-
cilitating that conversation and process.

The second point I wanted to make was that there is precedent
of a temporary waiver of intellectual property rights at the WTO,
and the earlier incident happened in the early 2000s around the
HIV/AIDS epidemic. And what happened was effective in address-
ing the needs, especially on the African continent.

The third point I wanted to make was the need for partnership.
That is across the administration—certainly with Congress—I am
here today to consult. I will consult, and I always have; I have
made that commitment. We will need a partnership at the WTO
and here in the United States to be able to make the kind of dif-
ference that will allow us to have the ability to get through the
pandemic to an economic recovery.

The CHAIRMAN. I am well over my time.

Senator Crapo?

Senator CRAPO. Thank you very much, Mr. Chairman.

And I would like to follow up on that very same line of ques-
tioning with regard to TRIPS.

Ambassador Tai, are you saying that there is authority, there is
precedent for waiving the TRIPS process without approval of Con-
gress? As I indicated in my opening statement, the law says that
that can be waived only if Congress agrees.

Do you disagree with that?

Ambassador TAI. So, Senator Crapo, I think it is incredibly in-
structive to look at the early 2000s, the leadership of President
George W. Bush, working with the Congress across the board. The
TRIPS piece was just one piece of what has become PEPFAR. I be-
lieve it stands for the President’s Emergency Program For AIDS
Relief.

I think that was really a remarkable model of bipartisanship and
leadership by the United States to address a problem that had
really become untenable in terms of the ability of those suffering
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most acutely from HIV-AIDS to get access to the life-saving medi-
cines that were——

Senator CRAPO. Well, I understand that, but because of time, I
want to get right to the question.

Do you believe that you have the authority to waive the WTO
TRIPS provisions without congressional approval?

Ambassador TAI. Senator Crapo, let us put it this way: I believe
I have the authority to negotiate at the WTO, and I think that
what I would say is, the provision that you cited earlier really has
more to do with withdrawing the United States from the WTO as
opposed to the authority of the United States to participate at the
WTO as a full member.

Senator CRAPO. Well then, I do not agree with that, but given
that, will you commit that in these negotiations in Geneva to dis-
cuss the waiver—will you commit to this committee that you will
oppose allowing any waiver to be extended to China and Russia?

Ambassador TAl. Senator Crapo, I think that what I want to
make clear right now is, in terms of the objective of the waiver, it
is to remove intellectual property restrictions as an obstacle to the
ability to get the world vaccinated.

And what I would draw your attention to is that the proponent,
the main proponents are India and South Africa. And if you look
at where vaccine inequity is most striking, it is on the African con-
tinent.

So let me just say this, that I am committed to a full, good faith
effort at the WTO, but the focus really is on promoting vaccine eq-
uity. And we will have to address the concerns of all parties in-
volved, and those whose partnership we require in order to come
to a kind of resolution at the WTO.

Senator CRAPO. Now, if I understand what you are saying, let me
ask you this. At a minimum, can you confirm that this committee
will see the text of any proposal you are dealing with or negotiating
well in advance of you tabling it to the other trading partners?

Ambassador TAlL Senator Crapo, I commit to consulting with this
committee; that is why I am here, that is why I will be here when
you ask me to come; that is why I will pick up the phone and pick
up any call that is ever made to me.

Let me put it this way in terms of the process that we are em-
barking on: it will require engagement in groups collectively and on
a bilateral case basis with WT'O members. I commit to keeping this
committee fully informed of how those conversations develop.

Senator CRAPO. Finally, on this issue, I would just note to you,
I think that this all shows that it is really important for the admin-
istration to promptly name nominees for the Chief IP Negotiator
and for Ambassador to the WTO.

Do you agree with that?

Ambassador TAI. Senator Crapo, I take staffing at USTR very se-
riously. Right now, I am the leader at USTR. Having USTR staff
up is going to be incredibly helpful to me, and obviously those posi-
tions that you just identified are ones that will have to come
through this committee, and we are working on those issues right
now.

Senator CRAPO. Well, I encourage you to try to press for that
quickly.
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I see I only have a few seconds left, so let me get my last ques-
tion in, and it is going to relate to the UK and Kenya.

Your experience allows you to make sure that trade is not on the
back burner; you have great experience. And to me it is imperative
that we reengage with the UK and Kenya. I mentioned in my open-
ing remarks why that is so important in both places.

Where is the USTR in its review of these negotiations, and when
do you reasonably expect them to conclude?

Ambassador Tal. Well, Ranking Member Crapo, I think that,
given the level of intensity and the conversations I expect to have
today, that it should be clear that trade is not on the back burner.

For your question specifically on the UK and Kenya, I think it
was in my first 2 weeks on the job that I had conversations with
my counterparts in both countries, and we at USTR are working
through the process of assessing the progress and thinking through
how these engagements will support goals on both sides, including
on our side to support the Build Back Better agenda.

So we are very much engaged in a review, and I look forward to
coming back to you and to our trading partners on next steps.

Senator CRAPO. Can you commit to any timeline there?

Ambassador TAI. Senator Crapo, I understand that—let me say
this: in terms of Building Back Better, first we have to get through
the pandemic. Second of all, we need to be engaging on all fronts.
I want to convey to you the degree to which all engines and all
thrusters are on go at USTR right now.

Senator CRAPO. All right; thank you.

The CHAIRMAN. We are going to go now to Senator Stabenow and
then to Senator Grassley.

Senator Stabenow is on the web.

Senator STABENOW. Well, thank you very much, Mr. Chairman.
Really important hearing. And welcome back, Ambassador Tai. It
is wonderful to have you with us, and obviously there are so many
issues on your plate that are critical to all of us.

From my perspective in Michigan—we are an exporting State.
We also are very concerned about having a level playing field when
it comes to trade, and making sure that we also have that supply
chain that the President is talking about all the time, here in the
United States.

And I want to follow up with part of what the chairman was
talking about in terms of a level playing field, but ask you specifi-
cally relating to something that is a really serious issue for us right
now in Michigan and in the country, and that is the fact that we
have such a serious global shortage of semiconductor chips and wa-
fers. And this has had a cascading effect on, not only the auto in-
dustry, but other industries as well. We have idled plants and we
do shifts; we have laid off workers right now. We are working to
make significant investments in semiconductor chip fabrication fa-
cilities now at home, to stop the overreliance on overseas fabrica-
tion in the long run. And frankly, if we are investing significant
taxpayer dollars in R&D, in production, then we need to ensure
these investments are going to our key industries: auto and aero-
space and defense and so on.

But could you talk about any tools right now that the USTR has
to address this semiconductor supply chain issue in the short run
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as well as the long term? What are ways that you can help us get
through this right now?

Ambassador TAI. Senator Stabenow, the chips issue is very much
on our mind, both for itself and the industries most directly im-
pacted by the shortage, but also in the bigger picture, as you high-
lighted: the short-term and the long-term question.

I want to emphasize the importance on our side in terms of the
whole government approach to this particular issue. I know how
very much semiconductors strategically are on the minds of you
and your colleagues on this committee.

There is currently a supply chain review that is going on, that
is focused on four areas; semiconductor chips is one of them. I want
to indicate to you that the Department of Commerce is a lead agen-
cy on the chips issue, and that I speak to Secretary Raimondo quite
often on this. I would reinforce her comment on the short-term
issue, which is: there is no silver bullet that will solve this problem
in the short term.

But in terms of the longer term, strategically thinking about
chips and harnessing the policy power of the U.S. Government, I
actually have a lot of confidence in this area, because I know how
much leadership there is in the Congress, on this very committee,
and how much motivation there is on our side to look at resilience
in supply in this area.

Senator STABENOW. Thank you. Another key piece of this is the
whole clean energy economy and how we move, again, to compete
internationally, particularly with China, which is heavily invested
in using massive subsidies, frankly, and predatory practices also.

And so we know for example, China holds almost three-fourths
of the world’s manufacturing capacity for lithium ion battery cells,
which are a critical component for a lot of things, including our ca-
pacity to move forward on electric vehicles.

So we are all working on the committee, the chairman, myself,
on a bipartisan basis on a number of different issues, tax policy
issues, other ways to be able to again have American competitive-
ness put us and keep us at the front of the line on that.

So what is the USTR doing to help our manufacturers better
compete in the clean energy markets that are so integral to the fu-
ture? What kind of a role do you see USTR playing?

Ambassador TAI. Well, Senator Stabenow, thank you for raising
the issue of batteries, which are critical to the supply chain for
clean energy and critical, frankly, to the clean energy economy,
new industry jobs that we need and that we have such great poten-
tial for building here in the United States.

I wanted to reference—I think this is now maybe a month,
month and a half ago—the resolution of a section 337 International
Trade Commission dilemma that pitted intellectual property en-
forcement against investments that have been made here in some
of our important southern States that are part of the auto industry
supply chain. And in that instance, I am very happy to report that
there really truly was a classic win-win solution that came out of
that exercise at the end of the 337 process that is going to make
the U.S. footprint in battery production even stronger.

To your question about USTR’s role, let me say this. I was very
proud to make the topic of my first trade policy speech one about
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harnessing trade tools to support environmental protection, but
even more importantly, the building of a clean energy economy
here in the United States. And I think it is all about designing our
trade rules to push that race to the top as opposed to the race to
the bottom, where countries try to compete with each other to
lower their standards in order to attract investment and to promote
their economies.

What we really need at USTR is the promotion of trade policies
that will create a race to the top.

Senator STABENOW. Absolutely: I could not agree more. And final
question, let me turn to agriculture. With my agriculture hat on,
frankly, I do not think we have an economy unless we make things
and grow things; that is what we do in Michigan as well as across
the country.

But when we look at—you know, Michigan is second in diversity
of agricultural products, second only to California. So we have some
300 different commodities, and exports are a serious, important
driver for all of us, and I share Senator Crapo’s comments about
the importance of agriculture.

So our producers, a lot of them particularly in specialty crops,
are concerned that these crops are increasingly facing unscientific
sanitary and phytosanitary and other technical barriers to trade;
SPS, as you know. And I am wondering about how you intend to
focus in support on these export markets when we are looking at
these barriers that we continue to see.

Ambassador TAl. Well, the plan is that you address these con-
cerns by engaging; and I know that there are concerns about these
types of barriers, and a lot of different economies will depend on
them. And whether or not we are using free trade agreement tools,
regional trade agreement tools, or WTO tools, that is what the
game is about. It is about engaging in order to resolve problems,
in order to create the policies and the policy solutions that will em-
power the U.S. economy and our growers and our workers.

Senator STABENOW. Thank you. I look for the Chief Agricultural
Negotiator coming on board soon, so we can work with them on
these issues as well as with you.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Stabenow.

Senator Grassley?

Senator GRASSLEY. I have so many questions, I am going to have
to submit some for you to answer in writing. I am going to start
with the fact that we try to keep countries from stealing our intel-
lectual property, and lately this movement towards giving some of
it away bothers me, particularly when it comes to how we were
able to have Pfizer and other companies through the platform
mRNA develop quickly these pharmaceuticals; and then they are
going to have a broader application than just to COVID.

So other countries have long tried to steal these innovations and
undermine our competitive edge. How are you going to limit the
forced transfer of these advanced technologies just to COVID, and
have you evaluated how forced technology transfers under the pro-
posed waiver would affect U.S. competitiveness in advanced life
sciences?
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Ambassador TAI Yes. Senator Grassley, you raise very important
issues, and they are ones that are very much on our mind. The
waiver that has been proposed at the WTO is a temporary waiver
that is seeking to ensure that intellectual property protections,
these IP rights, do not obstruct our ability to save lives, to have
more vaccines produced, to have the vaccines equitably distributed
so that there can be a global economic recovery.

Let me try to take apart some of the main components of your
question as I have heard them. Let me also try to distinguish what
I think the proposal is intending to do at the WTO. I think this
is less about stealing technology; it is more about the impact of our
trade policies on intellectual property protections on regular people.

Right now there is nothing more directly impactful on the hope
of regular people to be able to resume their lives, to become active
members of their economies, than their ability to get a vaccine.
And that is what I understand to be driving the proponents of the
waiver proposal at the WTO.

So you know, in terms of weighing the balance of rights to intel-
lectual property, the need to have incentives for innovation—abso-
lutely, those are critical. But I think that in terms of this par-
ticular proposal and this question that has been posed at the WTO,
it is about how we get through this moment in our global economic
history so that there will be still a world and people here to inno-
vate and to enjoy those innovations.

Senator GRASSLEY. Yesterday I met with the Iowa Association of
Home Builders. They told me lumber prices have skyrocketed tre-
mendously. They gave me a figure of 300 percent since April 2020.
I heard in Iowa last week so many times, big percentage increases,
got quite that bad, but increasing the price of a home by about

36,000.

Have you had conversations within the administration on what
can be done to lower the 9-percent tariff on Canadian lumber?

Ambassador TAI. Senator Grassley, this is not just something we
have been talking about within the administration but something
that I have raised directly with my Canadian counterpart. And I
ha\ﬁe certainly heard a lot from members of Congress about this as
well.

I want to assure you that I will be raising this again with my
Canadian counterpart at the Free Trade Commission meeting of
the USMCA, and I will continue to push for solutions to the lumber
pricing issues that we are experiencing.

Senator GRASSLEY. This will have to be my last question in per-
son. Mexico was the top market for U.S. corn exports, valued at $3
billion last year. Iowa farmers have been some of the strongest ad-
vocates for the USMCA; however, they are concerned that Mexico
is erecting non-tariff trade barriers, like rejecting imports of
glyphosates and stopping the approval process for biotech products.
In December, the Mexican President issued a decree banning
glyphosates and GMO corn in Mexican diets by 2024.

What do you think of that? Will you raise these concerns at the
upcoming USMCA meeting and pursue enforcement actions if these
issues remain unresolved?

Ambassador TAI. Yes.

Senator GRASSLEY. Okay.
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The CHAIRMAN. Thank you, Senator Grassley.

Senator Cornyn is next.

Senator CORNYN. I want to start by thanking the chairman and
ranking member for their work on this hearing, and also the bipar-
tisan negotiations on the Finance Committee trade title that I hope
will be included in the larger Senate package that we are dealing
with, the so-called China package. And I hope this package will in-
clude important provisions and priorities that, first, identify foreign
censorship as a trade barrier, especially in digital trade. It prevents
foreign governments from restricting free speech in the United
States, which follows on my work with Senator Casey on the sub-
committee last year and the ITC investigation to quantify the ef-
fects of this practice on U.S. businesses.

I also hope it will include review of critical supply chains—which
has been a very constant theme here recently, particularly post-
pandemic—through the creation of a committee to examine trade
in essential supplies and also to codify the tariff exclusion process
for those experiencing severe economic harm, and keep our States
open for business while not letting up on China’s unfair trade prac-
tices.

And also to extend the Generalized System of Preferences to
incentivize job creators for moving their supply chains away from
China, especially to the Western Hemisphere.

Also to provide additional tariff relief through inclusion and au-
thorization of the Miscellaneous Tariff Bill, expressing support for
reform and not removal of the World Trade Organization, and fi-
nally to create an Inspector General for the USTR—the only Am-
bassador in the Cabinet not covered—as trade policy increasingly
plays an important role in the life of everyday Americans, and as
the USTR gains more responsibility.

Additionally, I hope to continue to work with our colleagues on
creation of an ex parte national security critical hold order under
a new section of the Tariff Act of 1930; and I want to ask the Am-
bassador about that in a moment.

I look forward to continuing to work on reengagement on a re-
gional trade agreement with our Asia-Pacific trading partners,
which I am working on with Trade Subcommittee chair Carper, as
well as the larger committee.

A number of us have talked about the TPP, whether in some re-
vised and updated form, but the geopolitics of that seem very obvi-
ous, as well as the economic benefits. The one thing that we have
in the United States that China does not have is friends; and I
think it will do nothing but enhance our national security and our
economic security by banding together with like-minded countries
in the region.

I also look forward to reforming the authority for the imposition
of national security tariffs with Senator Toomey, which the Ambas-
sador has talked about, and to continue working on a whole-of-
government targeted review of outgoing investment to China, again
with Senator Casey.

And finally, coordination with our allies over the rare earth min-
erals critical supply chain issue, working with Senator Lankford on
that.
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Finally, before I ask the question, I also want to join with Sen-
ator Crapo and Senator Grassley in expressing concerns about the
waiver of intellectual property rights, not just in an effort to pro-
vide additional vaccines to nations that do not have enough, or be-
cause of logistics are not getting it in the arms of the people who
need it the most; but this has broad implications, including the use
of U.S. Government funds to develop a vaccine, and obviously the
detriment to the taxpayer and intellectual property rights in gen-
eral.

It is because of strong intellectual property rights in America
that we see huge investment into cutting-edge, innovative life-
s}e:ving therapeutics and vaccines, so I am very concerned about
that.

So finally, let me get to the question, Madam Ambassador. I have
been exploring the creation of an authority to put in place a tem-
porary restraining order, or a national security critical hold order
under a new section of the Tariff Act of 1930, that would block the
importation of goods on an ex parte basis—importation of goods, ex
parte, created through secret theft by a foreign government or
state-owned enterprise.

This would provide a quick action or response mechanism that
would create a deterrent and a chilling effect on future trade secret
theft by foreign states.

Can you briefly, because I know my time is running out, could
you briefly talk about, are there any existing mechanisms in trade
statutes that allow for that sort of ex parte preemptive injunction
of imports that contain theft of intellectual property rights? Are
there any existing protections?

Ambassador TAI. Senator Cornyn, I am not aware of any, but ob-
viously I would be happy to go and do our research on this. I sus-
pect that you and your staff have looked at this. I would be very
interested in talking to you more about this.

The CHAIRMAN. Okay.

I want to say to colleagues, we are seeing a particularly hectic
morning in the Senate. We are going to try to be fair to everybody,
and we have people coming shortly.

And Senator Portman, you are next.

Senator PORTMAN. Thank you, Mr. Chairman. And, Ambassador
Tai, it is good to see you again, as always.

Your opening statement focused a lot on China, saying, “We wel-
come competition, but competition needs to be fair.” And a level
playing field is not there with China now. I want to focus on how
we can get tough on China by encouraging trade, and I do not
think that those two are countering one another. In fact, I think
that they are complementary. I think the ideal trade policy is one
that is pro-trade and yet anti-cheating.

In our WTO resolution, Senator Cardin and I proposed the
United States pursue centrist Pacific trade agreements with like-
minded countries; in other words, plurilateral agreements. The best
example of that would be the WTO agreement on procurement, the
GPA, Government Procurement Agreement.

And basically what you do is, you ensure the benefits only flow
to those parties to the agreement rather than the typical Most Fa-
vored Nation approach. My concern is that right now China is able



17

to get a free ride, often; and they are getting a free ride on the
global trading system, and they are often a spoiler as to the negoti-
ating progress at the WTO. And the WTO is constrained right now;
since negotiation is not successful, they are turning to judicial ac-
tivism, which typically hurts America’s interests.

So I do believe that we have an opportunity here to change our
approach and focus on these plurilateral agreements. You have spo-
ken possibly about that; we have talked about it, in fact, in re-
sponse to some questions I asked after the last hearing.

Let me ask you today, are you ready to pursue those kinds of
agreements? Do you agree that specific plurilateral agreements
without MFN are an effective way to work with allies, but also to
put pressure on China?

Ambassador TAI. Senator Portman, I think that this is a very
promising set of parameters in terms of how to support the WTO
as a negotiating forum, to spur the kind of strategic trade that we
want to have.

To your example about the Government Procurement Agreement,
I think that one of the things that is really special about that
plurilateral that addresses the free riding concern that you have is
that our market is inherently closed to competition here, and it re-
quires opening, and that you can do that opening on a country-by-
country basis.

That is something we should think about, and I would be very
interested in talking through with you whether or not that frame-
work holds for other types of policies and where we do have a nat-
ural fit for that kind of agreement.

Senator PORTMAN. Great. I think we have some other ideas in
addition to government procurement that I think could be quite ef-
fective. But I appreciate your openness to it and your willingness
to commit to exploring other types of agreements.

On the UK agreement, as you know, I am disappointed it was
not noticed last month so we could have gotten it under current
TPA. But I think it is a really important agreement for us to com-
plete. Senator Coons and I, as you know, cochair the UK trade cau-
cus. I think it would put us on track toward not just getting back
into trade agreements and expanding trade, but also put pressure
on China.

Can you tell us where you are on the UK negotiations? And
given the fact that we were not able to get it under the current
TPA because we did not notice it by April, are you prepared to ex-
tend TPA authority, to ask us here in Congress to extend it, to be
able to include at least the UK agreement, which is so close to
being completed?

Ambassador TAI. Senator Portman, I am glad you asked me
about the UK agreement and the UK in general. I know how im-
portant this topic is to you, and this partnership.

Let me say this. In terms of the agreement not being noticed al-
ready, I will share with you that, in my review of the progress
made in the negotiations, there have been five rounds. The very
critical issue areas are still open in terms of those negotiations. So
there is still quite a road to go there.

There are so many ways in which we are engaging with the
United Kingdom right now. On the agreement itself, let me say
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this. From my perspective, it is really important for us to think
through the objectives for this agreement now that we have some
of the issues settled with the UK’s exit from the European Union.
I will note that I hear a lot of concerns from members of Congress
around the situation in Northern Ireland; that is something that
we are keeping our eye on in terms of steps forward with the UK
on an agreement.

But most importantly I think—and I will get to the end here so
you can follow up—we want to think through how we devise this
agreement so that it supports the significant domestic investments
that this administration wants to make with Congress so that we
have an agreement that is supporting the competitiveness and the
growth of the U.S. economy, and will also serve the UK’s interests.

Senator PORTMAN. Can we look forward to the exclusion process
going forward, as we talked about in our letter from Senator Car-
per and myself?

Ambassador TAI. So I am really glad you asked this question. I
am sorry that—I am running out of time here.

Per your request and your recommendation at my confirmation
hearing, we are undertaking:

Senator PORTMAN. Setting up a new exclusion process?

Ambassador TAI [continuing]. A top-to-bottom review on China at
USTR. And the tariffs and the exclusion process will be a critical
component of that review, through which we will be soliciting ro-
bust feedback from the public, from Congress, and from everyone
who is affected by these.

Senator PORTMAN. Thank you, Ambassador.

Thank you, Mr. Chairman.

The CHAIRMAN. Senator Menendez is next, and then Senator
Lankford.

Senator MENENDEZ. Thank you, Mr. Chairman.

Ambassador Tai, good to see you. Thank you for your work in ad-
dressing the large civil aircraft dispute, and New Jersey’s food and
wine importers certainly appreciate the 4-month pause in the tar-
iffs. But since we are now about halfway through that suspension,
I Wa:lnt to get a better understanding of the status of the path for-
ward.

How are negotiations with the EU and UK progressing on this
issue?

Ambassador TAl They are progressing, and I——

Senator MENENDEZ. The question is, how are they progressing?

Ambassador TAI. I understand. I understand.

I am encouraged. I have made clear that we are interested in re-
solving these disputes in this 4-month period. And I would very
much like for us to make the kind of progress between now and
July that will bring us to that resolution.

Senator MENENDEZ. So would you expect that you will get it—
July; let us see, it is May—in the next 2 months or so?

Ambassador TAI. We are halfway through the 4-month period.

Senator MENENDEZ. If not, do you expect the tariffs to go back
into place, or will the pause be extended until an agreement can
be reached?

Ambassador TAI. What I have told my counterparts is that we
are very serious about this 4-month deadline. So let me put that
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out there—we would like to have, we really need to have these dis-
putes resolved.

Senator MENENDEZ. Well, I really hope you get an agreement,
too; but if you do not, I would urge you to avoid hitting restaurants
and food and wine importers again with tariffs. They were not par-
ticularly successful in bringing a resolution to the dispute. I know
you need leverage, but I just call that to your attention. Hopefully
you can be successful.

As you know, I have a longstanding concern with the current
lack of oversight over U.S. trade policy, which precedes this admin-
istration. And the announcement last week that the United States
would back a TRIPS waiver negotiation highlights to me how im-
portant better oversight is to ensuring that we have transparent
trade policy with appropriate congressional consultation.

During your confirmation hearing you said you would commit to,
quote, “close negotiations with the Senate Finance Committee on
trade negotiations,” and would work closely with the committee to
identify ways to, quote, “improve the flow of information and devel-
opment of trade policy.”

Yet, at least from my perspective, we were not closely consulted
on this announcement, which is a good example of why we think
it is critical that we establish an Inspector General for USTR to
provide independent oversight, transparency, and accountability—
and ultimately help USTR develop better trade policy.

I appreciate that the chairman at this point has that in the bill,
and I strongly support it, and we are working with the administra-
tion on refining it to make sure that it ultimately can be agreeable.

So can you commit to briefing the committee on the status of the
negotiations, both before and after each negotiating session?

Ambassador TAI. Senator Menendez, the negotiations just in gen-
eral, or are you talking about TRIPS specifically?

Senator MENENDEZ. TRIPS, specifically.

Ambassador TAI Sure; yes.

Senator MENENDEZ. Okay. Now let me ask you: it is clear that
if the United States is going to successfully diversify away from
China, we need to deepen our trading relationships with our neigh-
bors in the Western Hemisphere.

Last week you said you wanted to reexamine the CAFTA-DR
agreement and find out why it has not stimulated economic devel-
opment in the region, and to the extent that many people expected.
I certainly appreciate your taking a look at it.

What are your initial thoughts on why the agreement has not
panned out the way we would have hoped for? And what is your
timeline for your review?

Ambassador TAI. Senator Menendez, my initial thoughts are
that, you know, there is often a disconnect between all of the en-
ergy that we have in getting an agreement across the finish line
and then giving the agreement the care and attention and mainte-
nance that it requires over the years.

In terms of the timeline, I do not have a particular timeline. I
would be very interested in the views of this committee, certainly
Congress. I know that there is a certain member of this committee
who probably knows more about this agreement than I ever will,
and that would be Senator Portman, who was the U.S. Trade Rep-
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resentative who got the CAFTA-DR over the finish line. And I
think that we all want our trade agreements to succeed.

But let us give all of them, not just the USMCA, the care and
attention that they require.

Senator MENENDEZ. Well, I appreciate that. I would just simply
say, obviously when we are facing the challenges with Central
America that we are facing right now, in terms of those who are
fleeing those countries, it is critically important to look at every le-
verage of government in order to meet the challenge. Economic de-
velopment is a critical part of that. If CAFTA-DR is failing for
some reason, we should know what its shortcomings are at the end
of the day.

And I will submit a question to you about whether you are work-
ing on the new softwood lumber agreement with Canada. I keep
hearing from housing people that it is incredibly challenging.

Ambassador TAI. Thank you.

The CHAIRMAN. Thank you, Senator Menendez.

Senator Lankford?

Senator LANKFORD. Mr. Chairman, it is incredibly challenging
right now, with a lot of supply and demand issues. A lot of our
manufacturers here domestically are having a hard time getting
labor—and that is a conversation for a different day—but the labor
folks in my State say over and over again it is an issue of the addi-
tional unemployment benefits that are there. They are having a
hard time getting enough labor to provide supply, but that is a dif-
ferent conversation for a different day.

As I read through the 2021 trade agenda, a lot of things in there
I like; I am grateful you are engaging in them. Some glaring things
are missing that are a big deal in Oklahoma. Oklahomans are al-
ways looking for what new markets we are going after to be able
to continue to expand our markets. I do not find a lot of conversa-
tion there about pursuing new free trade agreements, adding new
countries. Is that coming in the 2022 trade agenda, or why is that
not in this trade agenda?

Ambassador TAl. Well, Senator Lankford, I think that the trade
agenda report—there are two reports that come out. I believe that
they were at the very, very beginning of my time or may have even
predated my confirmation. Just because they are not in the trade
agenda report doesn’t mean that issues, certainly ones that you are
raising here, are not important. And I think that with respect to
agricultural market access, our work is focused on looking at, cre-
ating, maintaining reliable, transparent, sustainable market access
for our agricultural producers.

Senator LANKFORD. Great. We are always looking for new mar-
kets. Obviously, existing markets are facing competition. We want
to know there is another market that is out there we can continue
to pursue if other markets fall through.

One of the folks who deals with steel in my State asked a very
interesting question of me. His question is, he has got a lot of cap-
ital that he wants to invest into what they are doing, but they have
a very hard time planning right now because they do not know
what to count on with the 232. Is it still going to be there for an-
other 6 months, 6 years, 60 years? There is no way to be able to
plan for the expanse for him.
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So give us a good idea, give him a good idea of how you are try-
ing to be able to plan for this for the future of what happens with
232.

Ambassador TAI So I think there are two levels to this question.
One is, what is going to happen to 232 as a tool. The other one is
whether or not the administration has a commitment to supporting
steel production here in the United States.

And let me take that second question. Yes, clearly we have a
commitment to being a strong country that produces and is able to
produce steel for itself. In terms of the tools and the policies, you
know, I am open to improving and perfecting the tools that we
have to make them more effective.

Senator LANKFORD. Right. Being more predictable would be help-
ful in the process, and that is—just people need to know how to
plan. They have been there for multiple years; they just want to
know how to plan.

Senator Portman brought up the issue about 301 exclusions; that
also continues to be a big issue. I know you are in the process of
studying it. In reviewing this, can I ask you a simple “when” ques-
tion? When can we anticipate some kind of response coming out
about what the plan is? Because this is obviously not new; this has
gone on for several years. Folks are not thinking about the reset
of a new administration; they are thinking about what is hap-
pening right now and has been happening for months. When can
they expect an answer?

Ambassador TAI. As soon as we can, and ensure that what we
are doing has been thought through and is strategic and has a
clear objective. So there is a push-pull here a little bit. I know that
there is a lot of desire for us to act quickly. We definitely feel that
pressure. We want to be able to act quickly and to make some of
these decisions, but we are also very, very mindful of the need to
not just be reactive, to not be chasing our tails, but to have a vision
that we are working towards.

kﬁ}nd so we are trying to balance that to be as effective as pos-
sible.

Senator LANKFORD. Sooner is better than later on that. Is it De-
cember that would come out? Is that July that would come out? Is
that next July? Give me a ballpark.

A{nbassador TA1. Oh, goodness, I think December would be way
too late.

Senator LANKFORD. I would hope, yes.

So earlier is better than later on that. We will watch for that.

Intellectual property we have already had a conversation on,
dealing with the vaccines. I understand we have a worldwide pan-
demic; I understand trying to be able to get the whole world vac-
cinated will be very important to be able to help global economic
activity.

Here is the challenge: just giving away the intellectual property
does not solve the problem. J&J outsourced some of its manufac-
turing to a location. They had the connection to it, and the manu-
facturing failed for the vaccine, and they threw out whole batches
with millions of doses that are there.

So just giving away intellectual property does not solve the issue
if the manufacturing does not have good oversight.



22

We also have other vaccines that are coming on the market right
now, like malaria. That is what we would be talking about if we
were not talking about the COVID vaccine, finally a good malaria
vaccine coming on the market. That is also a global issue, and the
concern is for cancer, for Alzheimer’s research, for Parkinson’s, for
so many issues that are out there. If every pharmaceutical com-
pany suddenly gets a pause in investment thinking, “I am going to
get a breakthrough, but the intellectual property is going to be
given away because it is also a global issue,” that becomes a chal-
lenge of getting future investment.

So what I am trying to figure out is twofold here. How do we pro-
tect the integrity of the vaccine as it goes out? It is typically done
with good oversight in the generic market or whatever it may be,
rather than just giving away the formula. We lose that ability to
have good oversight on it, so we may not have good batches coming
out, as we have already seen. Or, how do we make sure that we
are still continuing to protect future innovation here for vaccines
like malaria that are coming on the market right now? Is there any
assurance from the administration they are not going to also give
the intellectual property rights away for that?

Ambassador TA1. Oh, Senator Lankford, let me just say that the
questions that you are asking are actually critical questions; they
are really important questions.

They are ones that I have discussed with the heads of all of the
manufacturers who are manufacturing or soon will be manufac-
turing for the U.S. market. Over the course of April, I think I had
over a dozen consultations that I provided transparent read-outs of.

So that is all to say that I know how important this issue is; I
know what the stakes are in terms of global economic recovery, and
also in terms of these intellectual property protections.

And I look forward to continuing this conversation with you, be-
cause it is so important for us to get this right, and it is so impor-
tant for us to be able to show that the WTO can produce results
that are effective and relevant to people’s lives.

Senator LANKFORD. Thank you.

The CHAIRMAN. Thank you, Senator Lankford.

Our next two Senators are going to be Senator Cardin, then Sen-
ator Toomey.

Senator CARDIN. Thank you, Mr. Chairman. And let me thank
the Ambassador for her service.

I understand that you are reviewing the 2021 trade agenda for
promoting equitable growth around the world, and secondly to
make sure our trading partners live up to their commitments. So
first you are reviewing the existing trade programs to evaluate
their contributions to equitable economic development; and sec-
ondly, enforcing the rules as it relates to labor and environment.
I strongly support that formula for the review of our trading agree-
ments and where we need to move forward.

I was disappointed I did not see in the enforcement agenda the
enforcement dealing with good governance and anticorruption. We
talked about that during your nomination process, and there was
a strong commitment by the Biden administration to embrace one
of our principal trade objectives of good governance.
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Can you reassure me that, in your evaluations, governance and
anticorruption could be a similar goal as to what we are trying to
accomplish?

Ambassador TAI. Senator Cardin, yes; good governance, address-
ing corruption, having anticorruption efforts and using trade tools
to advance those goals is absolutely critical. Let me just say that
some of our programs do have very useful tools in this regard.

There are more tools that we need, and I look forward to working
with you and members of this committee to ensure that we are able
to build those tools in to make for really comprehensive efforts that
we can undertake as the U.S. Government to create that race to
the top, in terms of incentives for our trading partners to abide by
good governance and to have anticorruption programs that are ef-
fective.

Senator CARDIN. I will just caution you that language is very im-
portant, so at every opportunity, I would hope that you would rein-
force that. We see a significant backsliding in Central America
today, and around other of our traditional trading partners.

So I would hope that we would always underscore the impor-
tance of good governance as we do on labor and environment.

I want to talk about two areas where I would hope we would ex-
pand trade opportunities. One is very close to home, the Caribbean,
where we see China expressing a great deal of interest. It does not
take too much effort to see a stronger U.S. presence in the Carib-
bean island states, and it could go a long way to helping us not
only with their economies and their stability, but also having closer
allies in international organizations or in regional organizations.

The second is Mongolia, which is in a very difficult part of the
world. It is the most recent member state of the OSCE, and one
which we have developed a pretty strong relationship with, and one
that we can nurture through trade to help us with a strategic part-
ner against China.

So I would hope that you would give a careful look to expanding
opportunities in these two areas as part of our strategic agenda.

Ambassador TAl. Thank you, Senator Cardin. I hear you loud
and clear, and I think that you have raised good points, and good
partners for us to be engaging with.

Senator CARDIN. I look forward to working with you on both of
those areas. In those circumstances, there is bipartisan interest on
our committee to deal with both of those regions. There are obvi-
ously complications whenever we open up issues; there was some
concern about Kashmir as related to Mongolia, but I would hope
that we could work through this and strengthen our ties.

I can tell you, there is a great deal of interest in that region, as
you know. Our China policy is one that will be on the floor of the
Senate, we hope as early as this month, and the trade issues are
also part of dealing with our concerns about China. You heard that
in the enforcement discussion by members of our committee.

But it is also important that we expand our trading opportunities
with countries in that region. We are not a member of the Trans-
Pacific Partnership; we find China extremely engaged.

So what is our strategy to deal with China’s influence? Let us
start first in the Asian-Pacific area. What is our strategy in order
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to try to counter what China is doing, recognizing that we are not
part of the Trans-Pacific Partnership?

Ambassador TA1. Well, this is really a critical question, Senator
Cardin. I spent a lot of time thinking about this, and I know there
is a lot of energy here on the Hill, and that is going to be important
for us to work together on these issues.

In terms of our strategy, first of all I think that we need to be
engaging with the rest of the world—and certainly in this part of
the world—from a position of strength. And so first of all, I think
that the investment that our economy needs will be first and fore-
most, that position of strength that we are looking for.

The second piece is to work with others, and to your point, there
are a lot of others, good partners, partners that are very interested
in engaging with U.S. leadership again. That will be done.

I think third, from my perspective, is to ensure that, as we are
taking steps, that we are thinking through the strategy to make
sure that we are effective and that we are pursuing a vision that
is well-supported here at home on a very strong and robust bipar-
tisan basis.

So those are some of the components that I am thinking about,
but obviously the conversation and partnership with Congress is
going to be critical.

The CHAIRMAN. Thank you, Senator Cardin.

Next is Senator Toomey.

Senator TOOMEY. Thank you, Mr. Chairman.

Ambassador, thank you for joining us. Let me start with just a
quick point. I would strongly push back on the idea that we should
leave the 232 trade policy as the status quo. Look, we know for a
fact the previous administration abused this authority and claimed
national security when it was not in fact the case; Canadian and
Mexican steel is not a threat to American national security. It was
used as a way to coerce a more restrictive trade agreement under
USMCA. That is what the purpose was.

And the idea that we should leave it around, available for other
administrations to similarly abuse this power until such time as
some other greater latitude is passed, I think would be a big mis-
take. This is a responsibility the Constitution assigned to the Con-
gress; we should reclaim that responsibility.

But I really want to talk about the TRIPS waiver. I have to tell
you, I was shocked and very disturbed to see that the administra-
tion is going to be supporting waiving the intellectual property
rights of American companies for COVID-19 vaccines. And let me
just tell you, I am aware of no evidence whatsoever that this step
is going to enhance vaccine availability in developing countries. In
fact, it could quite possibly be the contrary.

Senator Lankford alluded to several of the concerns; there are
many safety concerns, for instance, facilities around the world that
just do not have the technology to make this properly. There are
dangers of access to inputs for this. Frankly, I think it undermines
our ability to deal with the next crisis, including the possibility of
the next iteration of this crisis.

I mean, I think there would be very broad support in Congress
to devoting whatever resources would be necessary to gear up pro-
duction as much as we can and shift vaccine to countries that need



25

it. But the idea that we would give away our intellectual prop-
erty—the White House Chief of Staff himself, Ron Klain, said on
May 2nd that, and I quote, “Really, manufacturing is the biggest
problem,” end quote. The CEO of Pfizer said, and I quote: “Entities
with little or no experience in manufacturing vaccines are likely to
chase the very raw materials we require to scale our production,
putting the safety and security of all at risk,” end quote.

There are serious logistical and distributive challenges like how
you move these sensitive, unstable materials in climate-controlled
conditions. It is not at all clear that all these companies have that
capability, not to mention whether they have sufficient front-line
workers who have the training to get this done.

So there are limiting factors here, but there is no evidence that
it is access to American intellectual property. And that we ought
to be giving away to foreign countries American intellectual prop-
erty as a way to solve this is just completely wrong. It is incredible
to me that while we are spending so much time and effort trying
to figure out how we limit Chinese theft of U.S. intellectual prop-
erty, here we have an administration proposing “we will just give
it to them.” It is unbelievable.

Now it is likely that this will never take place, because, of
course, all WTO countries would need to agree. And fortunately for
us, it looks like the Germans understand the value of intellectual
property better than the American administration does at the mo-
ment, and we may be able to count on the Germans to save us from
ourselves.

But what message does it send to American companies, espe-
cially companies that are in industries that are intensive intellec-
tual property industries, when their government is offering to es-
sentially give away their intellectual property? That is what the
Biden administration is proposing here.

This is one of the most important industries we have; the U.S.
leads the world in pharmaceuticals and medicines, and it is ex-
tremely intellectual property-intensive.

What is the limiting factor here? Are we going to start taking the
IP for important medicines? What about basic chemicals? Medical
devices? Who knows what other products would be valuable in
other parts of the world?

This is shocking to me, and I think a terrible idea. Here is my
question for you. All else being equal, on the margin can you actu-
ally believe that this policy, the policy of supporting the TRIPS
waiver, is going to encourage more investment in U.S. R&D, in-
cluding in the pharmaceutical industry?

Ambassador TAI. Senator Toomey, you have given 20 seconds to
reply, and there is so much that I want to say.

Senator TOOMEY. I hope the chairman will indulge you and give
you a little bit more time.

Ambassador TAI I hope that too. I hope that too.

First, on 232, I just want to say I am not quite sure if you are
reacting to something you thought I said, but I want you to know
that your views on the 232 statute and its use are very, very clear.

You have also made very clear your position on the TRIPS waiv-
er. Thank you for allowing me the opportunity to reply on this. You
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know I respect you a very, very great deal, and so I look forward
to continuing this conversation.

But let me just be clear. I think, in terms of the message to
American companies, we collectively have an obligation to help to
save the world right now, and these companies have done incred-
ible work in coming up with these vaccines that are effective and
are safe. The issue is, the message I want to give to them is, “you
can be a hero here.”

And I also want to be clear about this, that what we are trying
to accomplish is the saving of lives. That is going to be the first
step to any longer-term trade policies and the opening of markets
that we are going to work on. Unless we are able effectively to
bring the rest of the world’s economy back on line, there is not a
lot of upside for us in what we are going to be doing.

The CHAIRMAN. The time of my colleague has expired.

Just so we are clear about the record, my colleague said that the
Ambassador was for the status quo on 232. I think the transcript
will show that she made it clear she was for an updated policy and
sile wanted to modernize trade tools. So I just wanted to make that
clear.

Next will be Senator Cassidy, and then Senator Brown. I believe
they are both on the web.

[Pause.]

The CHAIRMAN. Is Senator Cassidy out there in cyberspace?

Senator CASSIDY. Yes; can you hear me?

The CHAIRMAN. Senator Brown?

Senator CASSIDY. Can you hear me?

The CHAIRMAN. Is that Senator Cassidy? We cannot hear you.

Senator BROWN. I can hear Senator Cassidy, and I am on too.

The CHAIRMAN. Okay; we will go with Senator Cassidy next, and
then Senator Brown.

Senator CAssIDY. Madam Ambassador, I will echo what all my
colleagues have said about the TRIPS waiver, but you did not an-
swer his question as regards what would be the perspective of a fu-
ture venture capitalist as to whether or not they would fund re-
search to find a cure rapidly for the next pandemic. Of course the
answer is, they will not. Nor will they do it for Alzheimer’s, be-
cause the same excuse will be given then; it is about saving lives.

Why don’t you just pay Pfizer a lot of money to expand their pro-
duction capacity and let them produce the vaccine that then can be
shipped around the world? This is a march-in of intellectual prop-
erty, something that folks from the left have been advocating on
various other things, and this is a way to excuse a march-in of in-
tellectual property.

You do not have to respond to that because you have been kind
of responding to that already, but I will just say that for the record.

Let me ask you about something which is important for Lou-
isiana. USTR has published a list of potential retaliatory tariffs
against Indian imports of shrimp. One of the categories listed is
cold water shrimp, but cold water shrimp are not harvested in
India because of its geography. Cold water shrimp are harvested
from the ocean floors of the North Atlantic and the Arctic.

Putting duties on cold water shrimp would be ineffective; they
would just flip their shrimp back to the warm water and avoid the
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tariff. So stakeholders tell me that they believe that the cold water
shrimp entering the U.S. from India are actually warm water, mis-
labeled to avoid antidumping tariffs.

So what are your thoughts? How do we ensure that the U.S. has
taken appropriate action to protect Americans from consuming
shrimp farmed by an industry overseas which has faced disease
outbreaks, chemical overuse, illegal and unreported, unregulated
activities, phytosanitary, et cetera; how do we more effectively ad-
dress that?

Ambassador TAI. Senator Cassidy, on your question on shrimp,
thank you for raising this. As you may know, those digital services
tax, section 301 actions are still open, and these types of comments
are very helpful in our work to refine the list that will come out
from this process.

I think the other part of your question really has to do with Cus-
toms enforcement, to catch the kind of avoidance that you were
talking about, and that is something that we are always interested
in working on and improving. And it is an area where USTR tradi-
tionally and will in this administration work closely on with the
CBP at the Homeland Security Department.

Senator CASSIDY. Thank you. At the outset, I heard you mention
how the U.S. is asking Mexico to enforce labor protection. I fully
agree with that; that is an appropriate thing to do.

One thing you have heard me say before, though—and I think
I have somewhat of agreement—the fact that China does not en-
force such labor protections allows them to effectively subsidize the
cost of production, lower the cost of production of a given product
in China vis-a-vis other countries.

I am concerned about CAFTA. Clearly, we need our Central
American countries to be doing better economically so that folks
are more likely to stay in Central America as opposed to migrating
and attempting to enter the United States illegally.

I understand Senator Menendez asked you about this. But as we
consider near-shoring products out of China for national security
purposes, CAFTA is a logical place to go; Central America is a log-
ical place to go because their cost of labor is so much less.

There are some things that we just cannot compete with, given
our cost of labor. Tell me again what we are doing to kind of ad-
dress the fact that China effectively subsidizes, by having lax or
slave labor, for example—the ultimate example—that undermines
the ability of these countries to prosper, and what can we do to in-
creasg their ability to prosper as a way to address our immigration
crisis?

Ambassador TAI. So you have two questions: one on China, one
on Central America. Let me take the China question first. Obvi-
ously, when it comes to forced labor, we have an incredibly power-
ful tool, a United States statute that bars the importation of prod-
ucts that are produced using forced labor.

Senator CassiDY. If I may say, there are other lax labor stand-
ards aside from forced labor.

Ambassador TAl That is right. And on that piece, let me say to
you, Senator Cassidy, I know what your views are on this, and I
look forward to working with you on other tools that we can use,
potentially new tools that we can devise.
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So I hear you loud and clear; it is a very, very critical concern.
It has been an unfair competitive advantage that we need to level
the playing field for.

On Central America, we are engaging in an administration-wide
effort here, and USTR has tools within the CAFTA-DR as it is
structured; but I also want to reinforce that, in the executive order
that was issued on this administration-wide effort, USTR specifi-
cally has been charged with making sure that efforts that we take
do not undermine labor protections in those regions and in those
countries.

And on this as well, I am very interested in working with you
on how we can do more to raise the standards for workers and
their protections in this region.

The CHAIRMAN. Thank you, Senator Cassidy.

Senator Brown is next.

Senator BROWN. Thank you, Mr. Chairman. And, Ambassador,
welcome back; good to see you. Thanks for all your team has done
in the first—there has not been a Trade Rep in American history
who has come out doing the smart, engaging things you have done
so quickly. Thank you on what you did with TRIPS; you are going
to put shots in people’s arms around the world. It is an oppor-
tunity, it is our duty; you have support on this committee for that.
At least a couple of us on this committee have written letters to
you asking you to step in there.

So please call on me and my staff—and I know the chairman is
engaged in this, and many of the rest of us—for what we can do
to support your efforts at the WTO in this.

Let me talk about what you would expect we would ask about:
the Brown-Wyden rapid response mechanism. During your con-
firmation hearing, you committed to fully enforcing the USMCA
agreement with Brown-Wyden. Today under your leadership, for
the first time, USTR self-initiated an enforcement case under that
mechanism. Thank you for that. We have now two Brown-Wyden
cases, as you know.

I would like to ask you two or three questions. I will ask them
together, just get you talking a little more about Brown-Wyden, to
explain it to people, how it is working, a sense of how many cases
we might expect under this mechanism, some sort of ballpark esti-
mate. Talk to me about how the hotline works, if you would, how
do workers file complaints; do you take tips that come in through
the hotline seriously; and tell me what this full use of the Brown-
V\}/lyd(an mechanism will look like to you in the months and years
ahead.

Ambassador TAl. Thank you very much, Senator Brown, for your
kind words.

On the Brown-Wyden rapid response labor enforcement mecha-
nism, let me just distinguish a little bit between the two announce-
ments this week. The first one was a petition that was filed by the
AFL-CIO in partnership with several other labor organizations.
That is the very, very beginning of a petition process, and as con-
structed, there is a 30-day period during which USTR, working
with the Department of Labor, will review that petition for whether
follow-up is needed and whether USTR should then request Mexico
to review whether a denial of rights has happened.
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In the second case that has been initiated today, that was self-
initiated; and as you have noted, that is USTR initiating the re-
quest to Mexico today that will start the next timeline under the
mechanism that has been created.

In terms of the tips and the hotline, and taking in information
from people with experience of what is happening on the ground
at some of these facilities, absolutely we take that information ex-
tremely seriously.

And, Senator Brown, if there are other questions that you asked
that I have not responded to specifically, I ask you to remind me
of them.

Senator BROWN. Well, we will follow up with the latter, because
I want to get to something else. But thank you for just, in such a
fulsome way if you will, approaching this and doing what you need
to do.

There are a number of us on this committee—I see most promi-
nently Senator Casey and [—whose States have been victimized by
bad trade policies for decades, and I would like you to come to
Ohio, if you would be willing to, once the pandemic is over—so you
can travel safely—and get you with some people to talk about
Brown-Wyden and what is next, and how we enforce trade policies
that actually work for our manufacturers.

So I guess I would ask you publicly now: would you at some point
be willing to come to my State to do that?

Ambassador TAl. Absolutely, Senator Brown. It would be my
honor, and I would be delighted to do it. It will be so important
for us in formulating our trade policies to be talking to people, reg-
ular Americans who are impacted by our policy.

Senator BROWN. Thank you. And if you come to northeast Ohio,
maybe you can spend 12 minutes in Pittsburgh or something too.
But do not overdo that part of it. [Laughter.]

One last question. We see now corporations that prioritize profit
maximization over accountability are leading a race to the bottom
that has resulted in that hollowing out of economic security for
families all over this country. Brown-Wyden is intended to make
sure corporations cannot violate worker rights in Mexico to make
a profit. But, in addition to putting workers back at the center of
our policies, we need to do more to ensure corporate accountability.

We are looking at ways—and I look to the chairman of this com-
mittee for this, and his leadership—in conjunction with my com-
mittee to do that across the financial industry as part of my work
on the Senate Banking and Housing Committee. Senator Cortez
Masto is on that committee; Senator Warner is also on Banking
and Housing.

Would you work with us on corporate accountability, trade poli-
ciles ?that help prevent the race to the bottom, and financial services
also?

Ambassador TAI Absolutely, Senator Brown.

Senator BROWN. Okay; thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Brown.

And I also want to note for colleagues that, obviously, there are
tremendous differences between the State of Ohio and the State of
Oregon in terms of economics, and it was a pleasure to work with
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Senator Brown to try to bring the Congress together around en-
forcement issues. And I just really appreciate all of the leadership.

Senator Bennet?

Senator BENNET. Thank you, Mr. Chairman. And thank you, Am-
bassador Tai, for your service and for being here today.

If our experience with 5G has taught us anything, it is that we
cannot afford to play catch-up on technologies that are critical, fun-
damental, foundational to our economic security and our national
security. For years the Chinese Government subsidized companies
like Huawei and ZTE to achieve a dominant market share for 5G
internationally, and we have been struggling to catch up ever since;
we are still struggling to catch up.

And it is a similar story, as you said earlier, for semiconductors
and many other critical supply chains, and I think we all want to
make sure that we are not letting what happened to 5G happen
again. And I just wonder, in your mind, what do you see as the
next 5G—in other words, a technology or technologies that experts
tell us are going to make an enormous difference for our security
and our competitiveness? And feel free, if there is more than one,
to give a sense of what that landscape looks like.

Ambassador TAI Certainly. Thank you, Senator Bennet, for the
question. I think it is absolutely critical to be thinking ahead in so
many areas in terms of technology, and also in terms of manufac-
turing as well.

But your question is focused on the technology. And I would say
you just look at the Chinese planning documents and they have
talked about AI, quantum computing—you know, the new tech-
nologies, new energy technologies. These are all about cornering
the market of the future economy, and we absolutely have to be
lighting the fires underneath ourselves, making the investments
that are going to capitalize on the strength that we have in terms
of innovation, in terms of workforce, in terms of speed and agility,
to allow us to compete and compete effectively, because we can. But
we need to focus our energies there.

Senator BENNET. I hope you are hearing—I think it is inter-
esting—almost unanimity, I think, from this committee today, say-
ing that if you look back over the last 30 years or so, in many ways
our approach has really been an abject failure. And it is not just—
as you say, it is not just about trade; it is a question of our invest-
ment in our own critical technologies in this country, and if we con-
tinue to do that for the next 5 years, I think we are going to be
in real trouble.

So the committee is going to want to know how the administra-
tion is working together—not just with its trade policy, but all of
its policies—to make sure that we turn the corner here with re-
spect to China.

I think that when you and I were speaking about your nomina-
tion, one of the things you said to me—and I hope you do not
mind—was that it is wrong to think of China as taking over the
world; they are pursuing a China-first policy. The question is, do
we want to be collateral damage? And we do not want to be collat-
eral damage. Which means, I think, we have to have a much more
robust diplomatic and trading relationship with other folks around
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the world who have similar equities with respect to the Chinese
Government’s mercantilist, authoritarian approach to the world.

And I wonder, in the remaining moments—in the 20th century,
American trade policy was a powerful lever for free markets and
competition and the rule of law around the world as a counter to
Soviet communism. How should we think about an American trade
policy in the 21st century that promotes those values as well as
democratic values like privacy and free speech, especially when
compared to the Chinese regime?

Ambassador TAI. Certainly. I think that we were guided for a
very long time by the principle that more trade is better, and more
trade would lead to a better world, and in some ways it has gotten
us very far. The world today is very different from the one 70 years
ago. But I think that what these policies have also shown us is that
we need to also be trading smart; we need to be trading strategi-
cally, knowing the challenges and the competition that we are up
against.

We have to have more effective and thoughtful policies that get
us beyond just “more is better,” but we also need to be asking,
“How do we do this smartly?”

Senator BENNET. Thank you, Mr. Chairman. With the last 5 sec-
onds I have, I just wanted to call your attention to a recent Mexi-
can Supreme Court decision on potatoes. Finally, finally, finally,
after all these years we have the opportunity to open access for the
potato farmers in the San Luis Valley in Colorado, and I just hope
that you are aware of that decision and that we are working hard
with Mexico to achieve that access.

Ambassador TAI I am very aware of it, Senator, and I am a little
surprised that Senator Crapo has not mentioned it also.

Senator BENNET. Well, I mention it on his behalf.

Senator CRAPO. I appreciate you covering me on that. That is a
very important point.

The CHAIRMAN. We all care about potatoes up here.

Next is Senator Casey.

Senator CASEY. Thank you, Mr. Chairman. And, Ambassador
Tai, great to be with you. And again, I want to congratulate you
on an overwhelming confirmation, I guess now about 2 months ago,
but we are grateful for your continuing commitment to public serv-
ice at a time when public service can be pretty difficult.

I also want to thank you as well for some of the work you have
already begun. I know it is early in your tenure, but I want to
thank you for the work you have done, continuing to work on
issues that relate to steel and aluminum overcapacity, as well as
the ongoing issues and concerns that I have and I know many have
regarding electrical steel. And I hope you will continue to support
efforts to protect our last domestic electrical steel manufacturer,
which is AK Steel, recently acquired by Cleveland-Cliffs.

I just have two questions; one is on climate and trade, and the
other is about our supply chains. I am breaking new ground talk-
ing about climate, but maybe we do not talk enough about the im-
pact that climate has on trade.

We know that climate change is a threat to human life; it is a
challenge we have to confront. I think we are just beginning to get
to that, but as urgent as it is, we also have to remember that work-
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ers can be both left behind and exploited if we do not pay attention
to their concerns as we address climate change.

For a long time we have had this fixation, across the world, on
cheap goods, and that ignores conditions under which those very
cheap goods are produced—whether it is distorted markets or poor
labor conditions or a disregard for the environment.

So if democracies ignore how goods and commodities are pro-
duced, we perpetuate these authoritarian regimes that thrive on re-
pressing their own citizens as well as workers around the world.

So can you discuss how your office, your team, will ensure that
workers and labor rights are central to your efforts to combat cli-
mate change?

Ambassador TAIl. Absolutely. Senator Casey, you have put your
finger on it completely, which is that for a very, very long time our
trade policies have driven protections and standards for workers
and for the environment lower and lower to facilitate the attraction
of trade and investment opportunities.

And what we need to do right now—knowing that our goals are
to work towards a robust, clean energy jobs economy and just a
cleaner environment for us to have an economic future—is that we
are going to need to really focus on trading harder and ensuring
that the trading rules that we put in place and that we agree to
with other countries, and especially our fellow democracies, as you
say, are going to be driving incentives that put a premium on
standards and protections for the environment and workers, as we
stimulate our own competitive position in this world and the indus-
tries of the future.

Senator CASEY. Well, I appreciate that.

And I wanted to raise one additional issue in the remaining time
I have. I do not think you need to be an expert on the pandemic
or PPE to realize how dependent we were on non-market economies
like China for something as simple as PPE, protective equipment
that folks needed. And at the same time we are dependent, we
have very little visibility on the vulnerabilities that exist right now
with respect to production dependencies that we have in other sec-
tors.

I have worked in a bipartisan way with Senator Cornyn and Sen-
ator Stabenow to try to focus on providing more visibility on these
vulnerable supply chains and to review outbound investment, just
like we reviewed for the last 40-some years inbound investment
with regard to critical capabilities that foreign adversaries and
non-market economies are connected to.

So I hope we can continue to engage with you and your team as
we work to both secure and diversify these supply chains.

Ambassador TAI. Absolutely, and this is an issue of concern
across the administration, and you will have good partners in other
parts of the administration to work on this as well.

Senator CASEY. Well, thanks very much. And just to rebut Sen-
ator Brown, Pennsylvania is on the way to Ohio, so you can spend
a lot more time in our State; we would love to have you. Thanks.

Ambassador Tal. Thank you.

The CHAIRMAN. They are friends, even though we are having this
sparring between Ohio and Pennsylvania.

Senator Carper?
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Senator CARPER. Thanks, Mr. Chairman. I cannot pass this up.
Before William Penn arrived in Pennsylvania, he stopped off in
Delaware. Later he was asked why; he said, “Because it is the
home of tax-free shopping.” And he had a wonderful 2 days there.

Ambassador Tai, Lucy Xiao sends her best. Some of you heard
me say before—Lucy is a member of our staff, and now she is our
Legislative Director. She was good enough to say to me before
President-elect Biden had nominated anyone for the Trade Rep,
“You know, there is a great person who works over there for Richie
Neal, Congressman Neal in Ways and Means, who helped us a lot
on the environmental provisions of USMCA. Her name is Kath-
erine Tai, and you should take a look at her.” And we did, and I
was pleased to, as you know, suggest that you be considered for the
position. Thrilled that they nominated you and thrilled that you
are sitting before us today.

I want to thank you and welcome you again to the hearing before
this committee, and thank you for testifying before us as well and
for the leadership you are now providing.

I would like to quote an old African proverb that goes something
like this: “If you want to go fast, travel alone. If you want to go
far, travel together.”

Many of my colleagues today have expressed their concerns
about China’s growing influence. I believe that one of the best ways
to counter China’s rise and their anti-competitive trade practices is
to work together with our allies, to work together with our trading
partners, to constructively write and, in some cases, rewrite the
global rules of trade.

Recently, I had the privilege of leading a letter with one of our
colleagues, Senator Cornyn of Texas, emphasizing the need for
strategic engagement in the Asia-Pacific region, similar to what the
Trans-Pacific Partnership sought to achieve.

I wonder if you might take a couple of minutes, if you will this
morning, to share with us your thoughts on the benefits of taking
a multilateral approach to trade in order to remain competitive
with China. Please.

Ambassador TA1. Well, Senator Carper, I just want to offer my
response to that question, which is: yes, I think we should work in
multilateral ways, in multilateral forums, to compete with China
and to compete with China effectively.

Senator CARPER. All right. In your view, is there a possibility
that negotiations can resume on TPP in some form?

Ambassador TAIL. I know this is a question on a lot of people’s
minds, especially those who were around during the negotiation of
TPP. So I thank you for this opportunity to talk a little bit about
this.

What I would say is this. In advancing a worker-centric trade
policy on behalf of the Biden-Harris administration, really a focus
of this is to examine our trade policies and put the worker at the
center of our policy formulation, and to create a discipline so that
we think through what the impacts of our policies are going to be
on individual human beings and their communities.

So that translates into a desire to formulate trade policies that
enjoy really broad bipartisan support. And in terms of your ques-
tion on the TPP, I think that we have seen through our recent his-
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tory that, while there was bipartisan support for TPP, there was
also bipartisan opposition for TPP. And really what we are looking
for are trade policies, multilateral ones, looking at China competi-
tion, that are going to have the kind of broad bipartisan support
that we need.

Senator CARPER. Yes. I will go to my grave wondering why in the
world we walked away from a trade agreement that allowed us and
11 other nations, in this hemisphere and across the globe, that to-
gether create about 40 percent of the trade that is going on on our
planet, why we would walk away from that agreement that would
leave China on the outside because of their bad behavior. Why we
would walk away from that agreement is beyond me. And I will
continue to raise this issue.

Ambassador Tai, if you could, one last quick question. I was
happy to hear about your speech last month where you elevated
the importance of combating climate change in U.S. trade policy.
The Finance Committee is working on legislation that will bolster
U.S. competitiveness and ensure that we are able to compete with
China, as you know.

As part of this legislation, we are working to reauthorize the
Generalized System of Preferences program, GSP, for developing
nations. I understand that we have a key opportunity to include
environmental criteria in GSP, giving this administration another
tool in its toolbox to combat climate change through trade.

Would you be supportive of including environmental criteria in
GSP, and what additional opportunities exist for advancing envi-
ronmental enforcement measures in future trade deals? Please.

Ambassador TAI Absolutely. Yes.

Senator CARPER. That was the kind of answer I was hoping for;
crisp and to the point. Thank you so much.

The CHAIRMAN. A one-word win. Thank you.

Senator CARPER. My time has expired.

The CHAIRMAN. All right.

Senator Barrasso?

Senator BARRASSO. Thank you very much, Mr. Chairman and
Ranking Member Crapo, and thank you, Ambassador Tai; nice to
see you again.

The President has called for waiving intellectual property rights
for vaccines. He has called for that, he said, because we have a
global health crisis. I disagree with that decision by the President;
I want to be very clear on that.

At the same time, he has made it very clear that this administra-
tion believes that we are facing a world climate crisis. As a matter
of fact, on April 22nd, the President called on countries to step up,
take further action on climate change in order to, quote, “overcome”
what he described as “the existential crisis of our time.”

He did not say that coronavirus was the existential crisis of our
time; he said climate change is the existential crisis of our time.
But the President is willing to waive intellectual property rights on
something that is less than the existential crisis of our time.

So how do you square that? Do you think we should waive intel-
lectual property rights on green energy technology to combat cli-
mate change? Where is this administration going, and you as the
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Trade Rep? I do not see how you can support the one without the
other, and is all of it out the window?

Ambassador TA1. Well, Senator Barrasso, I respect your opinion
and where you are on the waiver issue.

Let me say this. I do not think we think about our challenges in
a kind of a totem poll hierarchy. But with respect to the COVID-
19 pandemic, all you need to do is open a newspaper or turn on
the TV and see the scenes in India and appreciate the reality that
we are not through this pandemic, and that even for those coun-
tries that think that they are in a good spot, things can really turn
on a dime if you are not careful.

So with respect to COVID-19, I would say that for the people of
India, for all of the people who live in countries where there is less
than 2 percent access to vaccines as of today, that that is an exis-
tential crisis today.

Once we are through this pandemic—God willing, knock on wood
that it will be sooner rather than later—the climate crisis will still
be with us. And so let me just say that; let me put in context or
acknowledge that we can have more than one crisis at a time, but
also really put a point on the issue around the vaccine and how it
impacts individual people and their access to hope that they will
be able to have a future, and that their kids will be able to have
a future.

Senator BARRASSO. So we can have more than one crisis at a
time; does that mean this administration has really very little re-
spect for intellectual property rights? And as long as the adminis-
tration can describe four or five or six crises, that anyone who has
done work, to spend time, effort, research, has no protection?

I am just going to go with what you had said during your con-
firmation process. I asked you the following question: “How does
the U.S. Trade Rep intend to pursue a trade agenda that protects
American intellectual property abroad and ensures that our trading
partners value the important contributions of America’s innovative
industries?”

You said: “If confirmed, I commit to using the trade tools at my
disposal to ensure that American workers and innovators are able
to reap the benefits of their innovation, including overseas.”

So that was my question to you and your answer. So I just ask,
how and why has your position with respect to U.S. intellectual
property protection evolved since that hearing and the vote on your
confirmation?

Ambassador TAI I guess the answer is, it really has not, Senator
Barrasso, and I would direct your attention to the statement that
we put out. By the way, we put that statement out through an e-
mail; we also tweeted it out—just referring to an earlier comment
by Senator Crapo that it was just a tweet.

But that statement really was carefully crafted as a statement
of our values: that saving lives is absolutely important and that in-
tellectual property protections, as long as there are partners at the
WTO who feel so strongly that intellectual property protections are
getting in the way of their ability to access vaccines and to save
their populations—that is absolutely worth our engaging with.

Senator BARRASSO. So I guess the question is, why would we ex-
pect American innovators to make massive new investments in
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medical research, in carbon capture, in clean energy, in advanced
technologies, if they risk losing intellectual property during the
next thing that is truly a global crisis?

Ambassador TAL. Well, I guess I would just say in terms of the
acute nature of what we are experiencing right now, the entire
health infrastructure of India, for example, being overcome—that
that is distinguishable from the kind of crisis that we are facing
with respect to the climate.

And so I would just say I disagree with your analogy that one
necessarily leads to the other, that there is a slippery slope here.

Senator BARRASSO. Thank you, Mr. Chairman.

The CHAIRMAN. I thank my colleague.

Next is Senator Warner. Is he out in cyberspace?

Senator WARNER. Ambassador Tai, first of all, it is great to see
you.

Can you hear me?

The CHAIRMAN. Senator Warner, I can hear you, I believe.

Senator WARNER. Ron, can you hear me, see me?

The CHAIRMAN. Gotcha; go.

Senator WARNER. Thanks so much.

Let me first of all just say, having just heard the last exchange,
I spent a whole career in venture capital and valuing American in-
tellectual property. I think it is a very close call, what the adminis-
tration has done.

But I also want to give—Ambassador Tai, I think, acknowledged
that this is a moment in a global pandemic, and as I think you laid
out very clearly, starting something as a WTO process is a long
way from coming to some kind of overall consensus, the way the
WTO works. And as cochair of the U.S.-India caucus, I think the
humanitarian crisis in India requires extraordinary actions.

I also think there is no more significant long-term geopolitical
strategy in Asia than building strong ties with India; and I think
that taking a once-in-a-century action on a once-in-a-century pan-
demic is not an indication of some retreat of protecting intellectual
property rights in this country. I again differ with some of my col-
leagues.

I also want to point out—I think somebody else has raised this
issue as well, and I wanted to weigh in. Semiconductors, I think
most of this panel knows, are the key to virtually any electronic de-
vice, and it is absolutely critical that we make sure we have that
domestic supply of semiconductors.

Next week, Senator Cornyn and I and a number of others will
be introducing a bipartisan amendment to the Endless Frontier Act
to commit $50 billion to both advance where America is ahead on
semiconductors and also hopefully lead to the domestic construction
of eight to 10 new fabrication facilities, fabrication facilities that
will do memory chips, that will do logic chips, that will do cutting-
edge chips, that will help ensure manufacturing legacy chips are
still in the supply chain.

I hope my colleagues will support this.

Right now, we have no new fabrication facilities being built. Tai-
wan creates 63 percent of all the chips made in the world. That is
a supply chain vulnerability, as well as the fact that we need to
continue to make, design the equipment, the packaging, and I ap-
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preciate very much the administration’s support of this effort, and
again I hope it will enable us to get it done.

Let me get to a question. I am concerned—when you think about
allies, one of our strongest allies is Australia, particularly as they
grapple with the challenges coming from China. They are a front-
line nation. It is one of the reasons I have been concerned that
some of USTR’s practices around digital trade have frankly in-
volved at times siding disproportionately with the platforms in
terms of some of the recent debate—internal to Australia—about
the news flow, where many American companies actually sided
with the Australians.

I just hope, Ambassador Tai, that you can say that, around dig-
ital trade efforts, we ought to try to work to be more in concert
with allies like Australia, with some of our European allies. And
let me just say, the fact that we have seen many of our European
friends put on hold some of their ongoing trading relationships
with China as they reassessed, particularly, the Chinese treatment
of the people of Hong Kong and the Uighurs, this opens up an op-
portunity, I think, around these digital issues, both in terms of
Australia and in terms of our European friends, to find greater lev-
els of cooperation and collaboration. If you could speak to that, I
would appreciate it, knowing I have taken up 4 minutes and 30
seconds getting to the question.

Ambassador TAI. Senator Warner, I appreciate your question; it
is an important one, especially in terms of thinking about formu-
lating the trade rules that are going to be relevant today and far
into the future.

I hear you. I think that we do need to be in concert with our
trading partners. And on the types of issues you are talking about,
USTR will need to be in concert with Congress over these impor-
tant issues too.

Senator WARNER. A great short answer. You got me done even
within my 5-minute time period.

Back to you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Warner. Important issue.

Senator Thune is next, and is he out there in cyberspace?

Okay, I believe Senator Thune is coming in person, which would
make Senator Whitehouse next, and he too, I think, is on the web.

Senator WHITEHOUSE. I am here, Mr. Chairman.

The CHAIRMAN. Great.

Senator WHITEHOUSE. Ambassador Tai, welcome. I am delighted
that you are here.

There is a famous description of Senators by the Pulitzer Prize-
winning author, William S. White: “A Senator of the United States
is an ambulance converging point for pressures and counter-
pressures of high, medium, and low purposes.” And if there is any-
body who is more of a converging point for such pressures and
counter-pressures than a U.S. Senator, it is the U.S. Trade Rep-
resentative. And in the midst of all of that, I would like to focus
a little bit on the marine ocean plastic problem, because there is
n{)t much of an organized pressure or counter-pressure on ocean
plastic.

And the U.S. has had a very unfortunate role recently, despite
nominal support from President Trump, Secretary Pompeo, and
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Ambassador Lighthizer. We came out of the Nairobi conference
with press reports saying that the U.S. had not only been weak,
but it actually tried to weaken proposals that everybody else was
trying to agree to. In Geneva, we were, I guess, unhelpful with re-
gard to the Basel Convention, which we are not even a part of.

So we do not have a great record on this. But there is bipartisan
support for stronger action here in Congress, and I want to recog-
nize Senator Dan Sullivan of Alaska, who has done so much good
work in this area.

Our original Save Our Seas bill encourages the Trade Represent-
ative to consider in our trade agreements the impact of land-based
waste from countries that contribute most to marine debris. That
was an encouragement; that was the best we could do the first
time.

In our bigger, stronger, better Save Our Seas 2.0 bill, it directs
the executive branch, including the Trade Representative, to lead
and coordinate efforts to implement U.S. policy on marine debris
and support plastic waste mitigation; it directs the U.S. representa-
tives to appropriate international bodies and conferences to push
for plastic waste progress; and it directs the President to consider
marine debris issues when negotiating new international agree-
ments. And of course you would be in the middle of that chain, be-
tween the President and those agreements.

So I am hoping that you can tell me something good about what
has happened, how you are staffed up, what is going to be done to
implement these congressional directives with regard to ocean plas-
tic waste, when they could easily fall through the cracks of the
pressures and counter-pressures you are facing on so many other
issues.

Ambassador TA1. Well, I think we do have a good, very good
story here—and a lot of it leads back to the USMCA—which is, as
part of the USMCA implementing act and its passage, there were
supplemental appropriations that were provided. So, between en-
hanced rules on the environment and also the appropriations, what
we have is an infrastructure that we are building out that en-
hances the integration between USTR and partner agencies within
the administration to coordinate and to work on environmental
issues, including marine ocean debris.

So that is a very good place to start. We have environmental
attachés who have been deployed in Mexico; we have a committee
that has been created to enhance our work and cooperation here
in Washington; and I would say there is room for us to build out
here. And I would certainly be interested in working with you on
directions for us to build on how we can strategically expand out
our focus on this issue.

Senator WHITEHOUSE. Who is in charge of the ocean plastic
waste issue in your office?

Ambassador TAl. Our environmental office leads on this issue,
and they work closely with NOAA.

Senator WHITEHOUSE. And who is the person we should be in
touch with?

Ambassador TAIL I will have my people send the name to your
people, if that is okay with you.
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Senator WHITEHOUSE. That is okay; I would have felt better if
that name was top of mind for you

Ambassador TAI. Oh, I am happy to name our staff, absolutely,
if that is what you would like.

Jamila Thompson is one of my senior advisers, who leads on en-
vironmental issues, and she works closely with

Senator WHITEHOUSE. She would be the ocean plastic contact?

Ambassador TAI. Absolutely. Absolutely.

Senator WHITEHOUSE. Great. All right. Well, I am going to keep
pressing on this, because I know there are, as I said, lots of pres-
sures and counter-pressures on you from a whole variety of indus-
tries, and the ocean does not have much of a voice of its own. So
I hope you do not mind if I continue to pursue this.

Ambassador TAI I look forward to it.

The CHAIRMAN. Thank you, Senator Whitehouse.

Next is Senator Cortez Masto.

Senator CORTEZ MASTO. Thank you, Mr. Chairman. And to the
Ambassador, thank you for being here today. Thanks for all of your
hard work so far.

Let me start with an issue—again, you talked a little bit about
this—the 301s and 232s. I am curious about the exclusion process,
because I have met just recently, when we were home on recess,
with a company that is interested in moving to Nevada. It is Haas
Automation, and they are building a new manufacturing facility in
Henderson, and they have committed to creating 2,000 new jobs for
workers in my home State.

These workers will make machine tools that require cast iron
components, which, as you well know, there is a limited domestic
supply for. And so I guess my question to you is—based on the con-
versation that I have heard today around this subject—can you re-
assure the businesses, not just in my home State but across the
country, that you are working towards a viable solution to address
the tariffs and reopen a stable and responsive exclusion process
once again?

Ambassador TAl. Senator Cortez Masto, I am happy to reiterate
my commitment to USTR’s top-to-bottom China review that will
have as an important component the review of existing tariffs and
also the exclusion process. And it will be built around a robust en-
gagement process where companies like the ones that are talking
to you will be able to engage and tell us exactly what their con-
cerns are and what their plans are, so that we can take them into
account as we are conducting our review.

Senator CORTEZ MASTO. Thank you. And then again, will you
work with Secretary Raimondo in your whole-of-government tariff
review to address the underlying issues as well that relate to 232?

Ambassador TAI. Absolutely. Secretary Raimondo and I speak
quite often, and the section 232 issue is one area where USTR and
Commerce have and will continue to work closely together.

Senator CORTEZ MASTO. Thank you, Ambassador. I know you are
also familiar with section 201, the solar tariffs. And I support the
President’s effort to bolster the domestic clean energy manufac-
turing, but we do not have the domestic solar panel production ca-
pacity to meet current demand, and it is going to take time, re-
sources, and the same commitment to build this capacity.
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I recognize that you have to balance a variety of concerns, but
can you assure me that, as you deal with the section 201 solar tar-
iffs, you will take into account the concerns of domestic solar stake-
holders who deploy the solar projects we need to meet our climate
and job-creation goals while we ramp up our domestic production
capabilities?

Ambassador TAIl. Senator Cortez Masto, I appreciate your rec-
ognition of the balance that we are trying to create to ensure that
there are reliable sources of domestic supplies, but also reliable
sources for imports to address the gaps between what our domestic
supply can produce right now to respond to our demand.

So yes, absolutely. We hear from both sides, both from the stake-
holder community, but also from members of Congress. So abso-
lutely, this is important to get right, and we are cognizant of the
interests on both sides of this issue.

Senator CORTEZ MASTO. Thank you.

And then finally—you mentioned this in your opening state-
ment—as Congress and the administration engage in revising and
renewing trade preference programs, can you discuss the impor-
tance of prioritizing womens’ interests in national trade policies?

Ambassador TAal. Absolutely, Senator Cortez Masto. Women
make up half of the world’s population; I think that maybe the sta-
tistics are more than half. Economies, in order to realize their po-
tential, have to provide for opportunities for their women. There is
so much potential to unlock, and this is such an important area for
all of us to work on.

Senator CORTEZ MASTO. Thank you, Ambassador. Thank you so
much for joining us today.

The CHAIRMAN. Thank you very much to my colleague from Ne-
vada.

Senator Thune?

Senator THUNE. Thank you, Mr. Chairman. Ambassador, nice to
have you here; welcome.

I understand that the question of intellectual property and the
issue surrounding whether or not that ought to be waived with re-
spect to dealing with the coronavirus has been talked about at
some length already, but I would associate myself with the com-
ments, I think, of a number of my colleagues here, that that is an
issue that we cannot—in my view at least, what we need to ad-
dress is the production capability, manufacturing, scaling that up
big time here, rather than giving away our IP from our pharma-
ceutical companies and the important work that they do, the R&D
work that they do to continue to come up with solutions to treat
these types of pandemics when they come up.

I wanted to ask you, one of the things I hear repeatedly back
home—and if you have been asked this already today, perhaps I
should apologize as well—but the home builders, the realtors, ev-
erybody in my State is talking about the cost of lumber and how
that is driving up housing costs in this country and really cur-
tailing new construction, just pricing homes in a way that is out-
side the reach of a lot of families in this country.

And one of the issues they consistently raise are the tariffs on
lumber coming from Canada. Could you speak to that issue, and
what is being done to address that and the impact that those tar-
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iffs have on the cost of lumber in this country, and ultimately on
the cost of housing?

Ambassador TAI. Certainly. The issue of lumber—I think there
are probably volumes of books written about the U.S.-Canada dis-
agreement over our lumber policies. And what I would say is this:
that this is an issue that we have worked on for it feels like as long
as time with Canada. Our trade remedies are there to address un-
fair practices in terms of Canada’s production and its structure for
lumber production.

We will raise our concerns with Canada, but there are obviously
needs for us to really be honest about with the Canadians in ad-
dressing ways of resolving some of these concerns.

So let me center myself a little bit here in terms of focusing on
your question. The Free Trade Commission, which is required to
meet within the first year of the USMCA, is meeting next week,
and I will be raising our concerns with the Canadians. But obvi-
ously I look forward to continuing this conversation with you and
the many other members of Congress who have raised concerns
about this on both sides of the issue.

Senator THUNE. Let me just follow up. What is the administra-
tion doing to prioritize a new softwood lumber agreement between
the U.S. and Canada?

Ambassador TAL. So in order to have an agreement, in order to
have negotiations, we need to have a partner. And thus far, the Ca-
nadians have not expressed interest in engaging. So on that, I
would also welcome your intervention right now in terms of raising
the profile of how important this is to the United States.

Senator THUNE. Well, it is having a tremendous impact on the
ground, I can tell you that, on the economy out there.

On agriculture, you have not yet announced—or the administra-
tion I should say, has not announced a nominee for USTR Chief Ag
Negotiator. It is an important role when it comes to representing
our agricultural interests, in particular expanding market access
for producers, products in trade negotiations.

So I ask you when we can expect to have a nominee for that posi-
tion. And then secondly, TPA expires July 1st, and I think when
asked in February whether you support TPA renewal, you stated
in your QFR responses that you would consult closely with Con-
gress and work to pursue trade policies that receive bipartisan sup-
port. All of that is welcome, but we need leadership in the adminis-
tration in order to move TPA forward to grow jobs and exports.

And so, a lot of questions in there, and I am out of time, but if
you could also address if there is any discussion in the administra-
tion about rejoining TPP. Because many of us here thought that
was a good agreement that went a long ways towards expanding
access into markets in Asia, and were disappointed when the pre-
vious administration withdrew from it.

So I know there are several questions in there, but if you could
speak to those issues, it would be appreciated.

Ambassador TAI. Senator Thune, let me try to be particular and
responsive at the same time. Our Chief Ag Negotiator, this is a pri-
ority for the administration, this is a priority for me in terms of
wrapping up at USTR, so I hope soon.
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On TPA and TPP—maybe I will take both of them and give you
a bottom-line response here, which is, my interest in engaging with
Congress is primarily going to be focused on a version of TPA and
a version of working with others in the Asia-Pacific with shared in-
terests that is going to take the form of something that is going to
have robust bipartisan support. And if there is a way that we can
accomplish these that can achieve robust bipartisan support, that
is the key to what we are looking to accomplish in this administra-
tion.

Senator THUNE. Thanks.

The CHAIRMAN. I thank my colleague.

Senator Daines, I believe, is next. Is he out there?

Senator DAINES. Yes. Can you hear me?

The CHAIRMAN. Go ahead.

Senator DAINES. Thank you. Ambassador Tai, thanks for coming
here today. Congratulations on your new role.

The importance of expanding access to important markets
around the world and assuring that our Montana small businesses,
workers, our farmers, our ranchers are able to compete on a level
playing field in this global committee, frankly cannot be overstated.

It is also very essential that the U.S. make badly needed invest-
ments in the research into next-generation technologies, protecting
IP so that we can run faster, create better jobs, and win this race
against China to be more competitive and to be more innovative.

As you know, China has been a long serial abuser of IP, and the
China Phase One trade deal made progress in that space. Our
focus, I believe, needs to be on fully and aggressively enforcing that
deal. We need to strengthen and enforce IP protections, not weaken
or waive them.

I am very concerned that the recent decision to support waiving
vaccine IP protections will harm U.S. innovation; it will harm our
leadership in vaccines; it will provide a windfall for adversaries
such as China and Russia, as well as not necessarily expedite vac-
cination globally.

My question is, what kind of message do you think it sends to
China, when under pressure from foreign competitors and inter-
national interest groups, we are willing to cave and disregard WTO
IP commitments?

Ambassador TAIL Senator Daines, let me say this. In terms of the
U.S. support for the waiver at the WTO and the U.S. support for
the waiver proponents, the message that I think it sends is that
the United States is back to exercise leadership, and the United
States cares about saving lives.

And so I hope that is the message that everyone is receiving, in
particular the waiver’s primary proponents, which are India and
South Africa. And let me just say one word; India right now is
going through a crisis of unimaginable scale and experiencing
human tragedy. South Africa is strategically situated in Africa to
speak up for the fact that Africa as a continent does not have vac-
cine production capacity and will need to have that to get through
this pandemic and future epidemics and pandemics.

So that really is the focus of the message that is motivating me
and this administration in supporting the beginning of a process at
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the WTO to respond to a collective and humanitarian tragedy that
we are all experiencing right now.

Senator DAINES. Well, I appreciate that response. I would prob-
ably respectfully disagree. There is no doubt that we need to work
as fast as we can to save lives. At the same time, we need to pro-
tect these IP rights so we continue to foster the innovation that al-
lowed these breakthroughs to occur to get these effective vaccines
out to market as quickly as we did.

I think we should be prioritizing fighting the pandemic inter-
nationally by getting more shots in arms in countries who need
them without transferring this critical technology to China and
Russia and really undermining our global leadership position. It is
sending a chilling message for future innovation, and I think we
could actually accomplish both by protecting IP and in accelerating
production by working with those who have the IP.

Ambassador Tai, while in the Senate, I have urged both the
Trump and Biden administrations to reengage in the Trans-Pacific
Partnership. Senator Thune talked about that a minute ago. I led
a letter in fact to President Trump then with Senators supporting
reengaging in the TPP. Given China’s growing economic and geo-
political influence, it is essential we work in a strategic manner
with our allies and our partners in the region in more of a multilat-
eral approach.

In your nomination hearing, you referenced that TPP was a,
quote, “sound formula,” but it is a different world than 2015 or
2016. Notwithstanding any improvements you may view as nec-
essary, would you agree that the geopolitical and strategic benefits
of pursuing a multilateral approach like TPP as a counter to China
still remain?

Ambassador TAI. Yes, a multilateral approach working with like-
minded countries on a shared competitive challenge like China, is
a sound equation. And I think that, as with all things in trade—
which I live and breathe—the devil is in the details. And my focus
will be on formulating trade policy here to find a path that has
broad bipartisan support that is going to be effective and not allow
for free ridership on what we put together with our partners.

The CHAIRMAN. Thank you, Senator Daines.

We have a vote on the floor. We are going to have to finish, be-
cause we have a series of votes, I believe.

Senator Warren is next.

Senator WARREN. Thank you, Mr. Chairman.

So COVID-19 has already infected over 156 million people; it has
killed more than 3 million people globally. It is great that compa-
nies have developed safe and effective vaccines, but we cannot
seem to make them quickly enough to stop the global spread that
threatens all of us. The world needs more vaccine.

Part of the problem is that the drug companies own the recipes
even if taxpayers paid for the research. And the drug companies
are using exclusive intellectual property rules that they lobbied for
in order to keep others from making more of these lifesaving prod-
ucts.

Ambassador Tai, I was glad to see you announce last week that
the United States supports waiving some of the international intel-
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lectual property rules to help end the pandemic. But I have some
questions about how this waiver is going to work.

I am concerned that your announcement last week committed
only to negotiating a waiver on IP rights for COVID-19 vaccines.
As you know, testing, treatment, PPE are also vital to combating
this virus. Drug companies can use patent protections to block
countries from making their own versions of these products as well.

So, Ambassador Tai, does the administration also support a
TRIPS waiver for COVID-19-related diagnostics, therapeutics, and
PPE in addition to a waiver on vaccines?

Ambassador TAl. Senator Warren, thank you for paying attention
to that statement, and for your words on framing what we are en-
countering right now as a reality to many of us.

Let me just say this. We are focused right now on the intellectual
property waiver at the WTO with respect to vaccines. I know your
question is broader, but for my efforts at the moment, it is a focus
on access to vaccines and inequality in terms of the access to vac-
cines——

Senator WARREN. So I am hearing you not rule out that we will
also focus on waivers for these other products?

Let me ask the question differently if that helps. Do you agree
that the U.S. should be doing everything it can to help other coun-
tries ramp up their testing, treatment, and PPE production?

Ambassador TAI. Sure.

Senator WARREN. We will go there for right now.

You know, testing, treatment, PPE are critical, and that is why
India and South Africa asked 7 months ago for the world’s help to
make those items without running a risk that a drug company was
going to sue them.

So I believe that the U.S. should be backing these countries on
this point too and not try to wiggle out of helping. Time is also of
the essence here; millions of people are dying; millions more will
die if it takes another 7 months to reach any kind of meaningful
agreement.

The special protections for drug companies are an even bigger
issue than COVID-19 alone. For years the U.S. Government has
let giant corporations write the rules of our international trade sys-
tem; so it is no surprise that when drug companies draft our trade
agreements, they include provisions protecting pharma monopolies
and putting profits ahead of the lives of people all around the
world.

We are fighting over a waiver to rules, rules that never should
have existed in the first place. Ambassador Tai, as you negotiate
new trade agreements, or as you revisit some outdated ones, do you
agree that it is time to eliminate provisions that drive up drug
prices for consumers by strengthening monopoly protections for big
pharma?

Ambassador TAI. Senator Warren, thank you so much for the
question. I am committed to reviewing everything about how we
have done trade agreements and looking at them through the lens
of what we have experienced, in particular the negative impacts
our trade agreements have had, especially on individuals, workers,
and communities.
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Senator WARREN. Well, I am glad that Congress forced the pre-
vious administration to strike a part of the USMCA that never
should have been drafted, but I think it is time now for our trade
negotiators to take leadership and actively set rules that lower
drug costs for American families instead of focusing on boosting
profits for drug companies.

Drug companies are kicking and screaming about this waiver
over the COVID vaccine because they are worried that the Federal
Government may finally have the spine to lower drug prices
through global trade agreements and here at home.

So the U.S. Trade Rep’s commitment on the waiver is a good first
step, but I am very much expecting you, Ambassador Tai, to follow
through at the negotiating table.

I have also urged President Biden to take executive action to
lower drug prices for tens of millions of American families by allow-
ing the generic production of products like insulin and EpiPens. I
am glad that the drug companies are worried that their enormous
profits may shrink. I am going to keep pushing the administration
to take more steps to put patients ahead of drug company profits.

Thank you for being here today, Ambassador Tai.

And thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Warren.

We are going to get Senator Hassan in, and then we are going
to have to run and vote.

Senator HASSAN. Well, thank you so much, Mr. Chair and Rank-
ing Member Crapo, for this hearing. And, Ambassador Tai, wel-
come and thank you. You have put in a very long morning, and I
greatly appreciate it.

The President’s ongoing strategic review of critical supply chains
is a necessary step to strengthening our economic security and out-
competing China. Another important step would be passing the bi-
partisan Endless Frontier Act, legislation led by Senators Schumer
and Young, which I cosponsored. And it would invest in U.S. lead-
ership in science and technology innovation.

Ambassador Tai, what role has USTR played in the President’s
supply chain review, and how does USTR plan to use trade policy
to promote our leadership and competitiveness in advanced tech-
nology?

Ambassador TAl Senator Hassan, USTR is doing our part to sup-
port and participate in, and bring our expertise to the ongoing crit-
ical supply chain review, and we will continue to do so.

In terms of what we can do with our trade policy, I think it real-
ly is about reexamining the trade policies that we have pursued
and thinking about how we devise a different approach to trade
policy that does not simply prioritize the lowest cost and the lowest
levels of protection so that we are creating supply chains that are
going to be driving a race to the top, but that are also going to be
resilient and have in mind that crises happen, and that our supply
chains need to be strong and reliable.

Senator HASSAN. Thank you. I am working on a bipartisan basis
to promote domestic R&D, including through bipartisan tax legisla-
tion with Senators Young, Cortez Masto, Portman, and Sasse.

Because, again to the point you just made, promoting R&D in-
vestment in the U.S. is key to out-competing China. The Chinese
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Government uses trade restrictions, tax incentives, direct subsidies,
and other policies to try to drive R&D investments into China.

Ambassador Tai, how does USTR plan to use trade policy and co-
ordinate with other agencies to help promote domestic R&D?

Ambassador TA1. Well, I think there are two ways. One is to con-
tinue to push for leveling of the playing field, calling out and hold-
ing others to account when we see practices and measures that are
inconsistent with the norms and rules that have been set out there.

The other is to really support and to reimagine trade policy as
supporting our domestic investment policies, as opposed to under-
mining them. That is going to be so critical, and I would just add
that it is not just the R&D; the R&D is critical to our competitive-
ness, and that is absolutely the right area to focus on.

But we should also focus on that chain that translates R&D into
production, into manufacturing. As we have seen, without that
ability to produce the scalability, the ability to pivot, we remain
really vulnerable.

So I would just say that USTR stands ready to work with you
and your colleagues on the R&D and investment pieces, and also
the pieces to build out the supply chain.

Senator HASSAN. Thank you.

Last question, because I would like to have follow-up on an issue
we discussed at your confirmation hearing regarding the small
business chapter of the bipartisan U.S.-Mexico-Canada agreement.

In addition to cutting red tape for small exporters, the agreement
created a committee to give small businesses a voice in shaping our
trade policy. In implementing the USMCA, including the provisions
cutting red tape for small businesses, how has USTR coordinated
with this committee and the small business community generally?

Ambassador TA1. Well, Senator Hassan, I have started conversa-
tions with Small Business Administrator Guzman about partnering
on the USMCA, and we have the great fortune that she has back-
ground in this area, and brings with her to her job an under-
standing of where the synergies are between the SBA and USTR.

With respect to working with this committee, my door is open.
I am so excited about working with you, your colleagues on this
committee, on the Small Business Committee here, to really cap-
italize on the opportunities that we have in the USMCA.

Senator HASSAN. Well, I thank you for that, and I specifically
look forward to working with you to bolster the committees that
the USMCA created, to really make sure the voices of small busi-
nesses are heard. So I look forward to that.

Thank you, Mr. Chair.

The CHAIRMAN. I thank my colleague, and particularly for closing
with the emphasis on small business.

Ambassador, it has been a long morning, and with you, they are
always productive sessions. We thank you, and let me just give a
couple of quick thoughts.

First, I think it was clear—you heard from Senator Crapo, you
heard from myself, you heard from Democrats and Republicans on
the Senate Finance Committee—that we are laser-focused on this
proposition of being able to out-compete China. We understand this
is the economic challenge of our time, and for me, priority one is
to stop China from feasting on the weaknesses of the global trading
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system. And in various ways, my colleagues made essentially that
kind of point.

And what it really comes down to, and I think you recognize this,
is that this is going to take more than vague calls for reform. This
is going to take decisive action in two areas: one, the question of
enforcement, and we are pleased—Senator Brown and I have both
discussed it today—that you all came out of the gate so quickly on
enforcing USMCA under the law that we authored.

And second, modernizing those trade laws that are simply out-
dated. We need to have modern policies, we need to have modern
policies in our trade toolbox, and at the end of the day it comes
down to something you and I talked about in our first conversation,
and that is to get more workers in that winner’s circle.

So I think this has been a productive morning. We look forward
to working with you; and as I and a number of Senators indicated,
you let us know what we need to do to modernize those trade tools,
update those trade tools. We will be working with you, and I think
you saw evidence of strong bipartisan interest in that.

Colleagues, for those who are still following this, and staff of
course, questions for the record are due Monday, May 17th. And
with that, the Finance Committee is adjourned.

[Whereupon, at 12:15 p.m., the hearing was concluded.]






APPENDIX

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

PREPARED STATEMENT OF HON. MIKE CRAPO,
A U.S. SENATOR FrOM IDAHO

The President’s 2021 trade policy agenda opens with two objectives: “[1] ending
the COVID-19 pandemic and [2] strengthening the economy. . . .” Significant
progress is being made on the first, with record vaccine development thanks to Op-
eration Warp Speed and continued efforts by the Biden administration to get shots
in arms. Unfortunately, with regard to the second objective, the progress is dis-
appointing.

Last month, the United States added only 266,000 jobs—far less than the 1 mil-
lion that most economists expected. President Biden’s response is that “we have a
long way to go.” Yes, we do. In fact, more Americans are out of work at the moment
than during the worst point of the Great Recession.

Of course, Americans have crossed unimaginable distances before—and they will
do so again. But why counsel Americans to be patient? It’s not in their nature. What
we need to do, right now, is to speed up the journey for everyone by fully reopening
the economy, and executing an ambitious and sound trade policy.

According to President Biden’s trade agenda, exports facilitate greater produc-
tivity and wages. In fact, President Obama’s White House determined that every bil-
lion dollars in increased annual exports supports between 5,300 and 7,300 jobs. If
the Biden administration wants a worker-centered trade policy, then the logical—
and only sensible—course is to adopt a trade policy that creates as many high-
paying jobs as possible. That kind of successful trade policy requires at least three
components.

First, enforcement must be a priority. The trade agenda notes there will be com-
prehensive enforcement of the labor and environmental obligations in our free trade
agreements. I support that, because America’s businesses, workers, and farmers
need to compete on a level playing field. We can do that—and also stand up for
them by challenging other market access barriers at the same time. Enforcement
in these areas is complementary, not exclusive.

Make no mistake, there is a great deal to enforce. For example, the United States-
Mexico-Canada Agreement (USMCA) contains groundbreaking market access com-
mitments. These commitments are particularly important to our farmers, who have
faced a decline in demand from restaurants, school systems, and hotel customers.
We must make sure American farmers get the access to our trading partners to
which they are entitled. But the story on enforcement must become better.

An important U.S. tariff-rate quotas case against Canada remains stalled in the
USMCA process. It is time to see progress on it, or the United States must proceed
with a dispute settlement panel so that American farmers, ranchers, and businesses
can enjoy the benefits they bargained for under the agreement. Mexico is adopting
a host of measures that undermine our agricultural rights, including restrictions on
biotech crops, glyphosate, and unreasonable food packaging labels.

Ambassador Tai, I encourage you to press for action on these barriers at the meet-
ing of the USMCA Free Trade Commission later this month. If our partners should
refuse, you must use the enforcement tools at your disposal.

The second component of an effective trade policy is negotiating new rules and
market access opportunities. To that end, I support the Biden administration’s call
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to work with allies. Yet, the President’s trade agenda is silent on whether we will
continue to negotiate with the United Kingdom and Kenya.

I encourage you to work with the United Kingdom—one of the United States’ old-
est allies—and with Kenya, which can serve as a replicable model for future trade
deals in a country where China has failed to get an FTA, and that will also estab-
lish our commitment to the people of Africa.

Furthermore, we must deepen our engagement in the Asia-Pacific, or risk losing
U.S. allies there to China’s predations. While I understand you believe the Trans-
Pacific Partnership (TPP) may have become dated, I see value in an agreement with
new disciplines, including on digital trade. However, that means we must start
thinking about how to modernize TPP, or what other structures we can use for U.S.
engagement in the Asia-Pacific. We cannot simply take a “time-out” from the region.

Last month, Japan ratified the Regional Comprehensive Economic Partnership
(RCEP)—which is China’s model for what trading relationships in the region should
look like. In the absence of U.S. leadership in the region, our allies will have to look
elsewhere. If the United States is to pursue a worker-centered trade policy, we need
to be mindful that American workers lose when China writes the rules.

The final—but most important—component of a successful trade policy is con-
sultation. The Supreme Court noted 60 years ago that the President is strongest
when he acts pursuant to an authorization of Congress—and is potentially power-
less when he acts in defiance. The administration must be strong when it comes to
trade policy, and that requires a close partnership between Congress and the U.S.
Trade Representative.

We recently had a test of that partnership: the administration’s decision to sup-
port a waiver to the intellectual property protections in the WTO TRIPS Agreement.
The WTO TRIPS Agreement was approved by Congress. The law says Congress’s
approval can only be withdrawn “if, and only if” Congress enacts a joint resolution
to that effect. Last summer, during the height of the pandemic, both Houses of Con-
gress declined to act on such a resolution. Yet, without any consultation with this
committee, you announced via a tweet that the administration unilaterally supports
waiving the patent obligations of the TRIPS Agreement.

Chancellor Merkel of Germany asserts the problem with vaccine distribution is
not patents, but manufacturing capacity and production standards. Albert Bourla,
the CEO of Pfizer, said the decision will “categorically” create more problems for
vaccine distribution. He added that it will “disincentivize anyone else in the future
from taking a big risk” like Pfizer did, laying the groundwork for the classic moral
hazard problem. Iconic American innovators, like Bill Gates, have also said the deci-
sion will not advance vaccine distribution.

In short, these observers assert a TRIPS waiver will undermine the very objective
I said the administration was making progress on: ending the pandemic. Con-
versely, Vladimir Putin, in fact, supports your decision to pursue a waiver. Neither
did it surprise me that a bureau chief for one of China’s propaganda outlets replied
to your tweet by asserting that “global pressure works.”

You may, of course, have your own good reasons. But to date, you have not offered
an adequate explanation. You will hear more on this subject from me and my col-
leagues.

Ambassador Tai, I know that you like the expression that “USTR can walk, chew
gum, and play chess at the same time.” But what we need is a USTR that can en-
force, negotiate, and consult at the same time. The American people—and members
of Congress, including myself—are counting on you to prove that is the case.

PREPARED STATEMENT OF HON. KATHERINE C. TAI, UNITED STATES TRADE
REPRESENTATIVE, EXECUTIVE OFFICE OF THE PRESIDENT

Thank you, Chairman Wyden, Ranking Member Crapo, and members of the com-
mittee, for inviting me here today to testify on the President’s trade agenda.

Our worker-centric trade policy is a key part of the Biden-Harris administration’s
effort to Build Back Better. We are making real strides towards ending the pan-
demic. There are pockets of progress and hope. But we still have a lot of work
ahead.
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I want to thank Congress for passing the American Rescue Plan, which has al-
ready helped get shots in arms and money in the pockets of millions of Americans.
We're seeing the economic benefits of that quick action here in the United States.
We're on track for a full economic recovery, though more needs to be done.

The American Jobs Plan and the American Families Plan would combine to make
the United States a healthier, safer, more prosperous, fairer, and more competitive
nation. They would make bold investments that build a better foundation for dec-
ades of economic growth.

We know these extraordinary times demand extraordinary leadership and cre-
ativity to find solutions that can defeat COVID-19. The announcement last week
that the United States will not let intellectual property rights get in the way of sav-
ing lives is just one part of the administration’s global effort. We will pursue text-
based negotiations at the WTO, which may take time. But I am encouraged that
other countries have already announced that they will roll up their sleeves and join
us.

We will also continue to ramp up our efforts—working with the private sector and
all possible partners—to expand vaccine manufacturing and distribution around the
world, including access to the raw materials needed to produce those vaccines. This
comprehensive effort will not only save lives, but also help heal the economy. And
as we reengage the world, our trading partners, and international institutions from
a position of strength, support from Congress gives us more authority and oppor-
tunity to deliver results for the American people.

We want a fair international trading system that promotes inclusive growth and
reflects America’s universal values. Trade policy must respect the dignity of work
and value Americans as workers and wage-earners. For too long, we have over-
looked the effect of our trade policies on individual workers, who are human beings,
living in a community trying to survive and thrive. The worker-centered trade policy
outlined in the President’s trade agenda builds on progress made in the USMCA.
Our goal is to foster broad-based, equitable growth, increase innovation, and give
workers a seat at the table.

The transparency principles I announced last week reflect the administration’s
commitment to comprehensive public involvement in developing trade policy. The
principles, along with the appointment of our Chief Transparency Officer, are just
the starting point.

For the first time, the President’s trade agenda included the goal of racial equity.
Our thoughtful, sustained engagement with new—and all too frequently silenced—
voices will give the Biden-Harris administration a better understanding of how our
proposed policies affect all communities. And we will consider those effects on people
of color, minority-owned businesses, and aspirational entrepreneurs before making
policy decisions.

Trade policy must also help protect the environment and fight climate change. For
too long, we’ve seen a race to the bottom that suppressed environmental protection
to attract investment. We can use trade tools to incentivize a race to the top and
build a cleaner and brighter future, with new market opportunities and high-paying,
quality jobs. And by encouraging fresh, collaborative thinking, we can forge con-
sensus among diverse groups and find solutions that we never knew existed.

Our farmers, ranchers, fishers, and food processors will benefit from our new ap-
proach, and they are essential to meeting our climate and sustainability goals. We
are turning the page on erratic trade policies. USTR’s goal is to pursue smarter poli-
cies that expand global market opportunities while enforcing global trade standards
and ensuring that trading partners live up to their commitments.

Sustained, American leadership and reengagement with our allies, trading part-
ners, and economic competitors will be key. The Leaders’ Climate Summit in April
showed that we can rally the world to tackle big challenges. In the early meetings
with my counterparts, I have stressed that the United States will be a constructive
partner, and we welcome the frank and open dialogue.

We will work with the World Trade Organization’s new Director-General, Dr.
Ngozi Okonjo-Iweala, and like-minded countries to reform the WTO’s rules and pro-
cedures so it can be a relevant force for good in the 21st-century global economy.

We are also working with the European Union and the United Kingdom to resolve
the ongoing Boeing/Airbus dispute and are having constructive discussions to ad-
dress the real problem of overcapacity in the steel and aluminum sectors coming pri-
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marily from China. These talks will take time, but I believe a resolution is possible
and worth pursuing.

Those two issues underscore the importance of our ongoing comprehensive efforts
to address trade frictions with our allies and strategic partners so that we can turn
to focusing on the challenges facing us today and tomorrow. We will not hesitate
to call out China’s coercive and unfair trade practices that harm American workers,
undermine the multilateral system, or violate basic human rights. We are working
towards a strong, strategic approach to our trade and economic relationship with
China.

We welcome the competition. But the competition must be fair, and if China can-
not or will not adapt to international rules and norms, we must be bold and creative
in taking steps to level the playing field and enhance our own capabilities and part-
nerships. I've been encouraged that our trading partners also recognize this chal-
lenge, and they are willing to find a common approach to our shared concerns. Our
security will depend on diversifying and securing the supply lines for products. Im-
proving our trade relations with trusted allies and partners will not only improve
our prosperity but our national security.

Closer to home, we are using every tool available to make sure our existing agree-
ments work and have a positive impact on real people. The United States-Mexico-
Canada Agreement gives me confidence that this approach is worthwhile. We must
invest and commit to the agreement’s full and successful implementation. USMCA
is a starting point for future efforts in the region that explicitly acknowledges cli-
mate change, aggressively addresses global forced labor issues, and expands the
benefits of trade to women and historically underserved communities.

I will enforce the new standards, follow through on our commitments, and use the
agreement to ensure that Canada and Mexico do too. The updated agreement now
includes the most comprehensive, enforceable labor and environmental standards of
any U.S. trade agreement—and, I would argue, any trade agreement. And this
week, you've seen that we’re committed to using the tools.

The innovative rapid response mechanism will allow us to address longstanding
labor issues in Mexico. Today I am proud to announce the inaugural use of this
mechanism in our request that Mexico review whether workers at a General Motors
facility in Silao, located in the State of Guanajuato, are being denied the right of
free association and collective bargaining.

I commend the Government of Mexico for stepping in when it became aware of
voting irregularities earlier this year. I am proud to partner on this shared goal of
helping both Mexican and American workers prevent a race to the bottom. This use
of the rapid response mechanism demonstrates that we will act when workers in
certain facilities are denied their rights under laws necessary to fulfill Mexico’s
labor obligations.

As you can see, we have our work cut out for us. But I'm confident that we can
walk, chew gum, and play chess at the same time. The professional and dedicated
public servants at USTR are working hard to implement the President’s trade agen-
da. And I am proud to carry the strength and creativity of our small, but mighty
agency into the room today.

Thank you for your time, and I look forward to your questions.

QUESTIONS SUBMITTED FOR THE RECORD TO HON. KATHERINE C. TAIL

QUESTIONS SUBMITTED BY HON. RON WYDEN

Question. The U.S.-China Phase One agreement has now been in place for over
a year, and the results are mixed. In addition to a number of commitments on intel-
lectual property rights, trade in agricultural goods, and services, the deal obligated
China to buy $468 billion of U.S. products and services over 2 years. Unfortunately,
China’s purchases in 2020 fell below its commitments and, in many sectors, were
well below 2017 trade levels. At the same time, while China appears to have im-
proved certain intellectual property practices, it continues to engage in unfair trade
practices and distort global markets through forced technology transfer, state-
directed investment in sensitive technology, and large-scale industrial subsidies.
Under the Phase One agreement, USTR has a schedule of meetings with its Chinese
counterparts to gauge compliance with the agreement.
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In addition to these regular meetings, what is USTR doing to ensure compliance
with the written obligations made by China in the Phase One agreement?

Answer. The U.S.-China Economic and Trade Agreement (i.e., Phase One agree-
ment) is the agreement that we have, and this is the agreement that needs to stand
up as we engage with China across the board in our trade and economic relation-
ship. We will continue to make use of and push the existing tools that we have for
the benefit of U.S. workers, farmers, ranchers, manufacturers, service suppliers, and
small businesses. Under the Phase One agreement, the primary mechanism for re-
viewing China’s implementation progress involves monthly meetings of the two
sides’ “designated officials.” We continue to hold these meetings and supplement
them with various technical-level engagements.

In addition, on May 26, 2021, I held an introductory call with Vice Premier Liu
He, my counterpart under the Phase One agreement. In that call, I raised issues
of concern and explained that USTR’s review of the U.S.-China trade relationship
is ongoing.

Question. The Phase One agreement was named “Phase One” because it report-
edly anticipated the further work to be done with China in addressing forced tech-
nology transfer, intellectual property theft, and other anti-competitive trade prac-
tices. Moreover, the section 301 tariffs, which were intended to create leverage to
encourage China to address these issues, are still in place.

What is USTR doing to get China back to the negotiating table? Are you planning
to engage further on the issues underlying the section 301 investigation—forced
technology transfer and intellectual property rights violations—in a meaningful
way?

Answer. The administration is currently engaged in a comprehensive and coordi-
nated review of U.S. strategy for addressing the many challenges that China poses,
both for the United States and the world. USTR is actively participating in the de-
ve%opment of this strategy, which will encompass all policy areas, including trade
policy.

With regard to the administration’s trade policy toward China, USTR is currently
conducting a top-to-bottom review of the U.S.-China trade relationship, with a view
toward ensuring that our trade policy supports and complements the administra-
tion’s broader China strategy. A key focus of this effort is on China’s non-market
and unfair policies and practices that are inadequately disciplined by the WTO or
the Phase One agreement, such as industrial subsidies, excess capacity, forced tech-
nology transfer, and state-owned enterprises. The results of this review, as well as
our ongoing engagement with allies and like-minded partners, with whom we share
values and interests, will inform our thinking of how we proceed.

Question. The Phase One agreement states in Article 7.4 that “[t]he Appeal and
any information and matters related to it are confidential and shall not be shared
beyond the Bilateral Evaluation and Dispute Resolution Office, absent the agree-
ment of the Parties.” Article 7.4 appears to prevent the existence of an “Appeal and
any information and matter related to the Appeal” to be disclosed beyond the dis-
pute resolution office without China’s consent.

Is China’s permission required for USTR to share information with members of
this committee regarding an appeal under the Phase One agreement? Will you com-
mit to consult with Congress regarding any dispute or appeal under the Phase One
agreement?

Answer. USTR is committed to remain open and transparent with members on
all relevant information related to the enforcement of the Phase One agreement.

Question. The United States must ensure that its trade agreements, including the
United States-Mexico-Canada Agreement (USMCA), are fully enforced. To this day,
Canada has not come into compliance on dairy tariff rate quota (TRQ) obligations,
and Mexico is lagging on implementation of its labor laws. Additionally, the list of
trade issues between our three countries is growing, rather than contracting, as
problematic new laws and regulations on everything from products of biotechnology
to electricity are introduced. It is critical that we ensure the USMCA is more than
a piece of paper. It must be the bedrock of our trading relationship with Mexico and
Canada, and the foundation on which we make our economy work for American
workers, farmers, and businesses.

What do you anticipate happening over the next 6 to 12 months in terms of imple-
mentation and enforcement of USMCA? In particular, how does USTR expect to
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keep the pressure on Mexico and Canada to ensure the agreement is fully imple-
mented—as it should have been July 1, 2020, prior to entry into force?

Answer. Full implementation of the USMCA, including the labor and environment
provisions, is a top priority for the Biden-Harris administration. I stressed this with
my Mexican and Canadian counterparts during the first USMCA FTC meeting last
month. On the eve of the FTC meeting, I raised with Secretary Clouthier the impor-
tance of an energy policy that respects U.S. investment and is consistent with ef-
forts to tackle climate change and an immediate resumption of authorizations of ag-
ricultural biotechnology products, among other concerning issues.

Regarding Canada’s dairy TRQs, on May 25, 2021, the United States requested
and established a dispute settlement panel under the USMCA to review allocation
measures that undermine the value of these TRQs by limiting access to in-quota
quantities negotiated under the USMCA. USTR will continue to engage on these
issues and we have committed to hold a deputies’ meeting before the end of this
year.

For additional questions on the state of section 232 tariffs on steel and aluminum,
I would refer you to the Department of Commerce, which has the statutory lead on
section 232.

Question. On June 15, 2020, prior to entry into force, Canada issued new regula-
tions describing its updated tariff rate quota (TRQ) administration for dairy prod-
ucts under the USMCA. The TRQ regulations specify that large portions of the
TRQs will be allocated to Canadian “processors” who produce competing products
and have a vested interest in limiting imports of competitive products. American
producers of award-winning Oregon cheese and other dairy products have expressed
concerns that Canada distributed the TRQs in a way that discourages certain Amer-
ican products from entering the Canadian market.

With regard to Canada’s implementation of the dairy TRQs, do you anticipate a
change of approach in Canada’s TRQ licensing? If Canada does not agree to reform
its approach to handling USMCA dairy TRQs, will you continue with the dispute
started under the previous administration? If not, how do you intend to enforce
these obligations under the USMCA?

Answer. On December 9, 2020, USTR requested USMCA consultations with Can-
ada regarding its dairy TRQ allocation measures and the parties held consultations
on December 21, 2020. However, Canada did not indicate any willingness in the con-
sultations to address U.S. concerns. As a result, on May 25, 2021, USTR requested
and established a dispute settlement panel under the USMCA to review Canada’s
dairy TRQ measures. A top priority for the Biden-Harris administration is fully en-
forcing the USMCA and ensuring that it benefits American workers. Launching the
first panel request under the agreement will ensure our dairy industry and its work-
ers can seize new opportunities under the USMCA to market and sell U.S. products
to Canadian consumers.

Question. 1 have been pleased to see both the filing of petitions and the self-
initiation of a case under the Brown-Wyden rapid response mechanism. These rep-
resent an important test of this critical enforcement mechanism, which will provide
timely relief to workers in Mexico and raise the standards for workers throughout
North America.

In addition to using the rapid response mechanism, what is USTR doing to ensure
Mexico’s labor laws as written and as enforced meet the standard set by the
USMCA?

Answer. USTR has taken and continues to take many relevant steps. We are en-
gaging with the Government of Mexico on a regular basis to support Mexico’s efforts
to implement the reforms required by the agreement. USTR hosted the first Free
Trade Commission meeting under the USMCA on May 18th. At the end of June,
USTR, in coordination with the Department of Labor, plans to hold the first Labor
Council meeting under the USMCA, which will include a public session. USTR rou-
tinely consults with interested stakeholders, including members of the Labor Advi-
sory Committee for Trade Policy and Negotiation, to support our monitoring efforts
and to help ensure Mexico’s laws are enforced on the ground. We have considered
the information and recommendations included in the interim report of the Inde-
pendent Mexico Labor Expert Board and have taken steps in response to the re-
port’s recommendations. In addition, the Department of Labor has launched several
significant technical assistance projects to support the Government of Mexico in its
labor reform and enforcement efforts and to strengthen workers’ ability to exercise
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their labor rights. USTR collaborates closely with the Department of Labor. USTR
also has identified and posted to Mexico City an official to serve as Senior Trade
Representative, and the Department of Labor has hired four labor attachés, two of
whom have already been posted in Mexico City. The Senior Trade Representative
and the labor attachés engage with the Government of Mexico and civil society in
Mexico on an ongoing basis on labor matters.

Question. A consistent theme from this administration has been the need to work
closely with our allies to counteract China’s trade cheating. The European Union
has long been both an ally and a source of serious “trade irritants.” For this reason,
I was pleased to see that the Biden administration has reinvigorated the negotia-
tions with the European Union to settle the longstanding Boeing/Airbus dispute and
provided a pause on tariffs.

What concrete action are you taking to engage with your European counterparts
to ensure a meaningful and timely conclusion to this dispute? And ultimately, what
would a positive outcome look like?

Answer. Our negotiations with the EU and the UK have resulted in agreement
to move past the 16-year WTO dispute regarding aircraft subsidies. We have agreed
to suspend tariffs related to the dispute for 5 years, while retaining flexibility for
the United States to reapply tariffs if we’re no longer competing on a level playing
field. We, the EU, and the UK have also adopted clear statements on acceptable
support for large civil aircraft producers and a cooperative process to address sup-
port between the parties and overcome longstanding differences.

With respect to China, we pledged to:

e Meaningful cooperation on countering (1) investments in the aircraft sector by
non-market actors in our economies to acquire technology and know-how; and
(2) outward investments that involve moving production into China pursuant
to non-market forces.

o Identifying where joint work is needed to take parallel action against other
non-market practices.

e Sharing information regarding these and other areas in the large civil aircraft
sector.

Question. The EU has also announced that it will suspend its tariff hike on U.S.
products, which was in retaliation for the U.S. section 232 tariffs on steel and alu-
minum. The U.S. announcement highlighted the need to address global steel and
aluminum excess capacity, as a means of preserving these critical industries.

What concrete actions can the EU and the United States take in concert to ad-
dress global overcapacity?

Answer. With respect to the section 232 tariffs on steel and aluminum, we have
a very significant problem in the global steel and aluminum markets that is driven
primarily by overcapacity in China and other countries, particularly in Southeast
Asia and the Middle East. The administration is working to address the market dis-
torting measures in economies that have led to overcapacity in the global steel and
aluminum industries and the resulting national security threats.

In addition to the thorough review of the section 232 measures and product and
country exclusions that is currently underway, the administration is also consulting
closely with domestic stakeholders and partners around the world that share similar
national security interests. We seek to address market distorting measures that
pose a serious threat to the U.S. steel and aluminum industries and the workers
in those industries. On May 17, 2021, the United States and the European Union
(EU) announced the start of discussions to address global steel and aluminum ex-
cess capacity and the market distortions that result from this excess capacity, and
we will be engaging intensively with the EU in the coming weeks. The administra-
tion is committed to working with the EU and other like-minded partners to address
excess capacity, ensure the long-term viability of our steel and aluminum industries,
and strengthen our democratic alliance.

For additional questions on the state of section 232 tariffs on steel and aluminum,
I would refer you to the Department of Commerce, which has the statutory lead on
section 232.

Question. 1 put out a report in 2009 highlighting the opportunities and challenges
for U.S. exports of environmental goods, which have only become more prominent
over the last 10 years. You have spoken about the development of innovative envi-
ronmental technologies, goods, and services, as well as the need to cultivate stra-
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tegic international supply chains. Reducing greenhouse gases and turning the tide
on climate change is a key priority for the Biden administration; it is also an oppor-
tunity for U.S. innovators, manufacturers, and workers who make the technology
the world so desperately needs.

What are you and your team currently doing to facilitate trade in environmental
goods? For instance, are you considering revamping the list of what is considered
an environmental good?

Answer. Facilitating trade in particular environmental goods and technologies is
a key component to address climate change and the transition to a low-emissions
future. USTR is actively engaged in regional and multilateral discussions regarding
issues pertaining to trade in environmental goods. We continue to examine how we
can leverage U.S. companies’ innovation and domestic production of environmental
goods to benefit U.S. jobs and increase exports. This may include updating lists of
what is considered an environmental good, to ensure our objectives for achieving a
net zero economy no later than 2050 are consistent with pursuit of trade facilitation
of such goods and technologies.

Question. The COVID-19 pandemic has put significant pressure on U.S. supply
chains for products well beyond personal protective equipment and medicines. A
sudden shift in lifestyle meant products from office chairs to outdoor furniture have
seen booms, while other goods and services have flatlined. Adding to this distortion
are delays at ports and shortages of containers caused by the pandemic. One item
that has received a lot of attention lately is the high price of lumber, but other prod-
ucts used in home construction like fixture and building materials are also subject
to higher prices because of the section 301 or section 232 tariffs.

What are USTR and the Biden administration doing to address the high price of
certain goods attributable to these supply and demand shocks in the United States?

Answer. Recognizing the supply chain vulnerabilities exposed by the COVID-19
pandemic and the resulting economic dislocations, President Biden signed Executive
Order (E.O.) 14017, “America’s Supply Chains,” in which he directed the U.S. Gov-
ernment to undertake a comprehensive review of critical U.S. supply chains to iden-
tify risks, address vulnerabilities and develop a strategy to promote resilience. The
first of the reports in response to this E.O. was released on June 8th and focuses
on four critical products: semiconductor manufacturing and advanced packaging;
large capacity batteries; critical minerals and materials; and pharmaceuticals and
active pharmaceutical ingredients. It also recommends the creation of a Supply
Chains Disruptions Task Force that will examine how to alleviate bottlenecks and
supply constraints as the economy recovers.

I am also closely watching the historic movement in lumber prices. The United
States is open to resolving our differences with Canada over softwood lumber, but
it would require addressing Canadian policies that create an uneven playing field
for the U.S. industry. Unfortunately, to date, Canada has not been willing to ad-
dress these concerns adequately.

In addition, I have committed to doing a top-to-bottom review of our China trade
policy, with the goal of making our trade policies more effective and more strategic.
As part of that review, we are looking at the China 301 tariffs and the exclusions
process. Our plan to re-examine the tariffs provides us with important opportunities
to craft thoughtful and effective responses to China’s unfair trade practices.

For additional questions on the state of section 232 tariffs on steel and aluminum,
including the 232 exclusion process, I would refer you to the Department of Com-
merce, which has the statutory lead on section 232.

Question. The United States is a global leader in innovation and digital trade.
However, the United States is facing increased digital protectionism around the
world, including barriers to digital trade that modern U.S. trade provisions were de-
signed to prevent.

How is USTR prioritizing digital trade in its broader agenda, and what steps do
you intend to take to counter protectionist trends in digital policy, especially in the
markets of some of the United States’ largest trading partners?

Answer. The administration recognizes the importance of the digital economy to
American jobs, prosperity and security, as well as U.S. companies’ unique competi-
tive advantages in this area. For example, every year in the last 15 years, the
United States achieved a substantial surplus for trade in ICT-enabled and poten-
tially ICT-enabled services, with that trade surplus exceeding $100 billion annually
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in each of the last 6 years. Trade rules must work to maintain and advance U.S.
strengths in digital trade. USTR will use a wide range of trade tools to address dis-
criminatory practices that hinder U.S. workers and firms, including practices that
discriminate against U.S. digital and technology exports.

Question. The WTO has been trying to conclude the fisheries subsidies negotia-
tions for over a year. I am pleased to see the vigor with which the negotiations have
been pursued, both because they can demonstrate the utility of the WTO’s negoti-
ating function and because of the critical topic this negotiation covers.

What is the United States doing to push these negotiations toward an ambitious
outcome that applies to countries across the board? What is the likelihood of coming
to an agreement before the rescheduled WTO ministerial meeting?

Answer. The United States has continued to play a leadership role in the WTO
fisheries subsidies negotiations, seeking a meaningtul outcome that both effectively
disciplines harmful subsidies in order to protect our oceans and fisheries resources,
and supports our fishers and workers. The United States recently submitted a pro-
posal calling attention to the use of forced labor on fishing vessels. The proposal
urges WTO members to pursue an approach in the negotiations that would con-
tribute to efforts to address this global problem, including by agreeing to effective
disciplines on harmful subsidies to fishing activities associated with the use of
forced labor. The United States will continue to engage constructively with other
WTO members to achieve a meaningful outcome. However, if we are to successfully
conclude the negotiations by the 12th Ministerial Conference, members will need to
put aside calls for exclusions and flexibilities, and focus on agreeing to disciplines
that actually improve the status quo and have a positive impact not just on the sus-
tainability of fisheries resources but on the lives of fishers and workers.

QUESTIONS SUBMITTED BY HON. MIKE CRAPO

Question. Congress granted China and Russia permanent normal trading rela-
tions as part of their accession to the WTO in significant part because of the com-
mitment made by prior administrations that this would allow us to hold China and
Russia accountable to WTO rules. Particularly important for many members was
the ability to hold China and Russia to the WT'O TRIPs Agreement, given their
penchant for disregarding U.S. intellectual property rights.

China and Russia are engaged in so-called “vaccine diplomacy,” albeit with cur-
rently less than effective vaccines. I am very concerned about letting them profit off
U.S. funded research on MRNA in order to develop their own capabilities in this
space.

You have referenced text-based negotiations in Geneva to discuss the waiver. Will
you commit to this committee that you oppose allowing any waiver to extend to
China and Russia?

Congress approved the WT'O TRIPS Agreement. I have serious reservations about
your ability to renegotiate or suspend it absent congressional consent. At a min-
imum, will you confirm that this committee will see the text of any proposal well
in advance of you tabling it to other trading partners?

In light of these negotiations, do you see the value in the administration promptly
naming nominees for Chief IP Negotiator and for Ambassador to the WTO?

Answer. In supporting a waiver of intellectual property protections for COVID-
19 vaccines, the administration is committed to starting a process at the World
Trade Organization (WTO) to find a solution there that is effective and practical in
saving lives. We are committed to working with the WTO members and will be
clear-eyed about potential risks as we enter text-based negotiations.

I am committed to keeping Congress fully informed of developments in the process
in the WTO. With respect to nominees for Chief IP Negotiator and for Ambassador
to the WTO, I take staffing on those and all positions at USTR very seriously. Those
nominations are ones that will have to come through the Senate Committee on Fi-
nance, and we are working on those issues right now.

Question. One of the reasons I supported your nomination was your extensive ex-
perience. In particular, as Chief Trade Counsel on the Democratic staff of the Ways
and Means Committee, you had the opportunity to see all of the U.S. negotiating
proposals in the UK and Kenya discussions. Given that, one advantage you have
over most people is that you could hit the ground running—or as you put it during
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your confirmation hearing: make sure trade was not on the “back burner.” To me,
we must reengage with the UK and Kenya. The UK is a massive market, and one
of our most important allies. In Africa, China is engaged in a number of predatory
practices. We need to show we are engaged economically.

Where is USTR in its review of these negotiations, and when do you reasonably
expect them to conclude?

Answer. The President recently met Prime Minister Johnson and committed to
deepening and strengthening our vital economic and trading partnership. As a first
step, we agreed to move past the 16-year WTO dispute regarding aircraft subsidies.
We have agreed to suspend tariffs related to the dispute for 5 years, while retaining
flexibility for the United States to reapply tariffs if we're no longer competing on
a level playing field. We and the UK have also adopted clear statements on accept-
able support for large civil aircraft producers and a cooperative process to address
support between the parties and overcome longstanding differences. Second, the
President and Prime Minister agreed to work closely to identify and pursue opportu-
nities to deepen our already extensive trade relationship. As part of the Biden-
Harris administration’s focus on the Build Back Better agenda and supporting a
worker-centric trade policy, I am continuing my review of the objectives of the nego-
tiations with the United Kingdom that were begun under the prior administration.

As I mentioned during the hearing, connecting with my Kenyan counterpart was
one of my first meetings and priorities upon assuming office. The negotiations
launched last year during the pandemic, and two rounds were completed. My team
and I continue to study and consider how these negotiations could fit into the Biden-
Harris administration’s agenda.

Question. When asked about the Trans-Pacific Partnership—or TPP—during your
confirmation hearing, you noted that “that the world is very different in important
ways from the way the world was in 2015 and 2016.” One thing not changed is that
there are many countries that share strategic and economic interests with the
United States. It is critical that we partner with these countries to ensure that we
write the rules of trade rather than China. Moreover, in light of RCEP, China may
now have better market access to many TPP countries than the United States.

What developments, since 2015, do you think in particular are relevant in evalu-
ating our position with respect to TPP?

Answer. As compared to 2015, we have a better understanding of China’s deep-
seated commitment to its economic model, industrial subsidies, and industrial pol-
icy, and of the distortive and harmful impact of China’s policies on U.S. producers
and workers. The pandemic has highlighted supply chain fragility, including a de-
pendence on production in China that left Americans short of critical goods, such
as personal protective equipment. We are more informed about the operation of sup-
ply chain rules in trade agreements, and how these rules can allow free-riding by
non-parties to the agreements. We have also seen how certain countries within the
Asia-Pacific region continue to seek to integrate certain supply chains with China,
including CPTPP countries, despite greater awareness of China’s economic strategy.
In addition, we have witnessed recent technological developments are impacting re-
gional patterns of trade and affecting trade’s distributive impact. Finally, there have
been other regional developments, particularly in Hong Kong and Xinjiang, that af-
fect considerations of technology, supply chains, and trade. All of these factors are
relevant for our analyses on how to proceed.

Question. Chairman Wyden asked, during your confirmation hearing, if you could
provide, within 30 days of taking office, your ideas on promoting transparency. Pro-
moting transparency and accountability in trade negotiations is a priority I share
with the chairman. Last Friday, USTR published its transparency principles.

It is not clear what new practices USTR is adopting. For example, the principles
state that USTR will use tools like virtual hearings and website updates, which has
been done by prior administrations. Additionally, the principles say USTR will ad-
here to the 2015 consultation guidelines it promulgated—which clearly are not new.
Likewise, the guidelines promise to ensure that its advisory committees will have
an array of perspectives, yet the Federal Advisory Committee Act has required,
since the 1970s, that advisory committees promote a balance of perspectives.

Can you detail for me what is different or new with respect to USTR’s trans-
parency policies?

Answer. The USTR Transparency Principles published on May 7th reflect the
agency’s commitment to comprehensive, two-way public engagement, including out-



59

reach to historically overlooked and underrepresented communities, as it develops
and implements a trade policy that advances the interests of all Americans. While
it is true that USTR, under prior administrations, has engaged tools such as virtual
hearings and sought to ensure a range of perspectives in advisory committee mem-
bership, it is equally true that those efforts have not always reached all American
communities. The recognition that our trade agenda will only succeed if it reflects
the views, and serves the interests, of all Americans will inform USTR’s implemen-
tation of the Transparency Principles in its day-to-day operations. For example,
under the Transparency Principles USTR will seek public input with respect to new
major trade initiatives when feasible even beyond those circumstances when it is
required by law. It is important to note that the Transparency Principles are a first
step. We will continue to build on those principles and identify further opportunities
for meaningful engagement with the American public.

Question. The Trade Policy Agenda notes that the administration will work with
“like-minded trading partners to implement necessary reforms to the WTO’s sub-
stantive rules.” As you know, many of our allies want to address the situation re-
garding the WTO Appellate Body. The U.S. critique of the Appellate Body is well-
founded. However, we have yet to provide a proposal for what reform might look
like. Many members of Congress are interested in this issue, and want to be a part
of this process—as is their right.

Can you share your thoughts on what some elements of resolving dispute settle-
ment at the WTO might include?

Answer. The WTO dispute settlement system requires fundamental reform in
order to preserve the rights and obligations of WTO members and to enforce the
rules negotiated, drafted, and agreed to by the WT'O members. A well-functioning
dispute settlement system should improve the WTO as a forum for negotiations. We
will seek reform of the WTO dispute settlement system to ensure that it functions
appropriately by assisting parties in resolving their dispute and does not add to or
diminish the rights and obligations of WTO members.

Question. Your time to get outcomes tied to purchases and critical structural
issues under the Phase One deal is running out. There are also inconsistencies be-
tween your domestic and international policies, and it looks like the prospect of your
top-to-bottom review to deliberate over your China trade policy is going to take even
more time off the clock.

All this, while the administration presses needless subsidies, even unrelated to in-
frastructure, together with Buy American and other policies, that will further re-
duce U.S. negotiating leverage on structural issues with China, and other govern-
ments, including the EU. At face value, there seems to be a lot of deliberation and
inconsistency, but little action.

What is your strategy to get results for the American people with China?

Answer. The administration is currently engaged in a comprehensive and coordi-
nated review of U.S. strategy for addressing the many challenges that China poses,
both for the United States and the world. USTR is actively participating in the de-
ve%opment of this strategy, which will encompass all policy areas, including trade
policy.

With regard to the administration’s trade policy toward China, USTR is currently
conducting a top-to-bottom review of the U.S.-China trade relationship, with a view
toward ensuring that our trade policy supports and complements the administra-
tion’s broader China strategy. A key focus of this effort is on China’s non-market
and unfair policies and practices that are inadequately disciplined by the WTO or
the Phase One agreement, such as industrial subsidies, excess capacity, forced tech-
nology transfer, and state-owned enterprises. In addition, the administration is ac-
tively engaged in discussing issues related to China’s distortive economic policies
with allies and like-minded partners, with whom we share values and interests. The
results of our top-to-bottom review, as well as our engagement with trading part-
ners, will inform our thinking of how we proceed.

Question. During your nomination hearing, five Senators raised questions about
attempts to include liability protections like section 230 of the Communications De-
cency Act (CDA) into trade agreements. Your answer indicated that you were still
developing your position.

Given the on-going WTO e-commerce negotiations where inclusion of such liability
protections is a matter of contention, when do you anticipate being in a position to
share your position with Congress?
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Answer. There is a wide variety of views on this issue. I have committed to con-
sult with the relevant stakeholders, including Congress, on this and other provisions
of our trade agreements. We are doing the work and when we have made sufficient
progress, we will look forward to consulting with you and other members.

Question. Japan is once again the largest export market for U.S. beef due, in large
part, to the U.S.-Japan Trade Agreement signed in October 2019. Strong demand,
combined with the tariff reductions for U.S. beef established under the agreement,
caused U.S. beef exports to surpass Japan’s threshold for annual import volumes of
U.S. beef products, triggering a 30-day tariff increase for U.S. beef. The U.S. is the
only country subject to Japan’s safeguard on beef imports, and at the current levels
negotiated in the U.S.-Japan agreement, the U.S. is likely to trigger the safeguard
every year over the next 15 years. The agreement stipulates that Japan will agree
to consult with the U.S. to adjust the safeguard if it is ever triggered.

What is the status of the consultations between the U.S. and Japan?
Is USTR seeking to increase the level of Japan’s safeguard on U.S. beef products?

Answer. USTR is engaged actively in consultations with Japan on the beef safe-
guard pursuant to the side letter to the U.S.-Japan Trade Agreement. The U.S. goal
in these consultations is to achieve an adjustment in the safeguard trigger in order
to avoid future disruptions in U.S. beef exports to Japan.

Question. You told this committee that, if confirmed, you would review the status
of the dispute initiated with Canada late last year regarding Canada’s administra-
tion of its dairy tariff-rate quotas (TRQs). You also pledged to use all of the tools
available to you in doing so.

Has Canada indicated any intention to change course on its dairy TRQ measures?

If not, when will USTR move forward with formal USMCA enforcement actions
against Canada to ensure our dairy farmers and processors receive the full benefit
of the bargain that was negotiated with Canada under USMCA?

Answer. On December 9, 2020, USTR requested USMCA consultations with Can-
ada regarding its dairy TRQ allocation measures and the Parties held consultations
on December 21, 2020. However, Canada did not indicate any willingness in the con-
sultations to address U.S. concerns. As a result, on May 25, 2021, USTR requested
and established a dispute settlement panel under the USMCA to review Canada’s
dairy TRQ measures.

A top priority for the Biden-Harris administration is fully enforcing the USMCA
and ensuring that it benefits American workers. Launching the first panel request
under the agreement will ensure our dairy industry and its workers can seize new
opportunities under the USMCA to market and sell U.S. products to Canadian con-
sumers.

Question. I am concerned by countries continuing to develop and implement dis-
criminatory digital services taxes rather than engage constructively through the
OCED/G20 Inclusive Framework, and then adopting measures that are consistent
with that framework. For example, the European Union continues to move forward
with a digital levy that would apply on top of whatever negotiating governments are
achieved multilaterally. Canada is advancing a digital services tax that would be
effective as of January 1, 2022. India has even further expanded its Equalisation
Levy to retroactively capture otherwise offline transactions in which only one aspect
takes place online. There are still other jurisdictions that actively adopt and collect
these taxes.

What steps are you taking to make clear to these governments—including the Eu-
ropean Union and Canada—that the advancement of digital services taxes that tar-
get U.S. companies is not acceptable?

Answer. The Office of the United States Trade Representative recently completed
its investigations into the digital services taxes of Austria, India, Italy, Spain, Tur-
key and the United Kingdom. The investigations found that these taxes were dis-
criminatory and a burden on U.S. commerce, and as a result tariff lists have been
prepared. To allow more time for the multilateral tax negotiations, the implementa-
tion of these tariffs has been suspended for 180 days. The investigation into
France’s digital services tax resulted in a similar outcome.

I have raised the United States’ concerns about Canada’s digital services tax with
Minister Ng, and I would encourage the European Union to refrain from moving for-
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ward with any new digital tax proposals while the OECD and G20 negotiations are
ongoing.

Question. The United States has underscored that the standstill and rollback of
unilateral measures is critical to the success of the multilateral project to address
the tax challenges arising from the digitalization of the global economy. How are
you working with your colleagues, at the Treasury Department, to identify measures
that must be withdrawn at the time of political agreement?

Answer. USTR has been in close contact with the Treasury Department through-
out the OECD and G20 negotiations. It is critical that any agreement on OECD’s
pillar one include a standstill and rollback provision that provides a clear path to
the removal of existing discriminatory digital services taxes.

QUESTIONS SUBMITTED BY HON. DEBBIE STABENOW

Question. Polysilicon trade affects many of the President’s trade priorities: sup-
porting American workers, combating climate change, enhancing U.S. competitive-
ness, and confronting China’s state-directed policies.

For years, China’s unfair trade and industrial policies have specifically targeted
and threatened the U.S. polysilicon industry. As a result, China’s policies have cap-
tured nearly the entire solar supply chain, putting critical manufacturing in Michi-
gan at risk.

The Chinese Government committed to open its market to U.S. polysilicon exports
as part of Phase One, but that has yet to occur. We need a long-term solution and
smart domestic policies to re-shore the missing pieces of the solar supply chain in
the United States.

What role does USTR play in this process? Do you have the right trade tools to
support reshoring the solar supply chain? What tools do you need?

Answer. USTR leads the administration’s efforts to ensure that China complies
with its Phase One agreement obligations, including with regard to polysilicon.
USTR is currently conducting a top-to-bottom review of the U.S.-China trade rela-
tionship, with a view toward ensuring that our trade policy supports and com-
plements the administration’s broader China strategy. A key focus of this effort is
on China’s non-market and unfair policies, as well as problematic practices sur-
rounding the use of forced labor in particular supply chains. We would expect that
review to identify any new tools that are needed.

Question. Agricultural trade is not only about supporting exports to customers
abroad. Many Michigan fruit and vegetable growers also face challenges with unfair
competition from imports here at home. In past years growers have struggled with
foreilgn cherries and asparagus being unfairly subsidized and dumped on the U.S.
market.

I continue to hear from Michigan blueberry, squash, cucumber, onion, and other
perishable fruit and vegetable growers concerned that increased imports at low
prices, especially during the U.S. growing season, are threatening the viability of
the domestic produce industry.

How does this fit into the President’s agenda to defend U.S. producers, and do
you have any ideas for how we can work to keep our domestic fruit and vegetable
growers in business as they struggle with import competition?

Answer. The U.S. International Trade Commission (ITC) is currently conducting
section 332 investigations for several seasonal and perishable products, including
squash and cucumbers. I look forward to receiving the information resulting from
the ITC’s section 332 investigations. I welcome input and ideas from you and other
members of Congress as to how USTR can further utilize the wide range of tools
that are available to address the challenges facing U.S. producers.

Question. Many countries outside of North America exploit protections meant for
valid geographical indications to limit competition and block imports. During your
confirmation process, you committed to building on the success in USMCA of begin-
ning to establish specific protections for common food names used by our food manu-
facturers, exporters, and producers and prioritize this issue during future negotia-
tions.

What steps have you taken to advance this goal with existing Free Trade Agree-
ment partners and in new trade negotiations under consideration?
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Answer. We are actively engaging with our trading partners—both those with
whom we have existing trade agreements and those with whom we do not—to en-
sure that obligations they take on as part of their negotiations with other trading
partners do not impose barriers on existing and future market access for U.S.-made
goods that rely on the use of common names.

QUESTIONS SUBMITTED BY HON. MARIA CANTWELL

Question. 1 was pleased that in March, the United States, the United Kingdom,
and the European Union agreed to a 4-month suspension of all tariffs that were au-
thorized by the WTO in the Boeing/Airbus dispute. The British and Europeans com-
mitted to working with the United States towards a negotiated settlement.

However, if no permanent resolution on the underlying dispute is reached, Amer-
ican businesses and consumers could once again pay extra tariffs on European goods
and we will continue to face subsidized competition from Europe.

How close are we to coming to a negotiated settlement on the Boeing/Airbus dis-
pute? What is the timeline and what are the benchmarks for progress?

Can you describe broadly what a settlement should entail and what are the big-
gest obstacles to reaching that settlement?

We have less than 60 days until we see the reimposition of tariffs. Will there be
an extension of the suspension of all relevant tariffs?

Answer. Our negotiations with the EU and the UK have resulted in agreement
to move past the 16-year WTO dispute regarding aircraft subsidies. We have agreed
to suspend tariffs related to the dispute for 5 years, while retaining flexibility for
the United States to reapply tariffs if we’re no longer competing on a level playing
field. We, the EU, and the UK have also adopted clear statements on acceptable
support for large civil aircraft producers and a cooperative process to address sup-
port between the parties and overcome longstanding differences.

With respect to China, we pledged to:

e Meaningful cooperation on countering (1) investments in the aircraft sector by
non-market actors in our economies to acquire technology and know-how; and
(2) outward investments into China that are made pursuant to non-market
forces.

o Identifying where joint work is needed to take parallel action against other
non-market practices.

e Sharing information regarding these and other areas in the large civil aircraft
sector.

Question. Washington State companies have been facing real challenges after
their 301 China tariff exclusions expired. These are businesses that were previously
approved for tariff exclusions by USTR and are in significant need of tariff relief
as their revenues were seriously impacted by the COVID-19 pandemic.

For example, Rad Power Bikes in Ballard, WA imports electric-powered bikes.
Their tariff exclusion ended in December. They now face $20 million in estimated
tariff-related costs this year if they don’t receive an exclusion renewal. If granted,
they plan to hire a couple hundred new U.S. employees this year. Without a new
tariff exclusion, those new jobs will not happen.

Tariff relief on seafood products caught by Seattle-based fishing companies ex-
pired at the end of last year. These products are sent to China for additional proc-
essing before being imported back into the United States. We are now paying a 25-
percent tariff on seafood products caught in our own waters.

These companies need relief through exclusions immediately. They have reached
a critical point where jobs are being lost and eventually businesses may close.

Will you commit to restarting the 301 tariff exclusion process and to the timely
renewal of tariff exclusions for American companies that have previously been vet-
ted and granted exclusions?

Will you ensure that any new processes for reviewing 301 tariff exclusions are
transparent, consistent, and prioritizes companies that need immediate relief?

When can my companies expect to get more information from USTR on what will
happen with the 301 exclusions?
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Answer. At the request and recommendation of Senator Portman, I have com-
mitted to doing a top-to-bottom review of our China trade policy, with the goal of
making our trade policies more effective and more strategic. As part of that review,
we are looking at the China 301 tariffs and the exclusions process which provides
us with important opportunities to craft thoughtful and effective responses to Chi-
na’s unfair trade practices.

Question. Following your meeting in March with India’s Commerce Minister,
USTR announced a commitment to restart the U.S.-India Trade Policy Forum this
year to resolve trade disputes. Apple growers in Washington State still are strug-
gling with real challenges in India. In March, the market closed for nearly 3 weeks
during peak shipping season due to India’s requirement that apple shipments be
certified free of genetically modified materials.

Meanwhile, U.S. apples still face a 70-percent tariff! U.S. apple exporters face a
20-percent higher tariff than their foreign competitors because of retaliatory tariffs
that resulted from President Trump’s trade wars.

India was the second largest export market for Washington apples before the
Trump administration’s trade war—a $120-million market. It is now an $11.3-
million market. On average, growers have lost $83 million in exports to India each
year since the trade war started.

Do you plan to raise concerns about tariffs and market access for American apples
in the U.S.—India Trade Policy Forum?

What is the timeline for addressing India’s retaliatory tariffs within the U.S.-
India Trade Policy Forum?

How else are you working to end retaliatory tariffs in India that were imposed
because of President Trump’s trade wars?

Answer. India is an important market for U.S. apple exports. I am aware of the
tariff and non-tariff barriers facing U.S. apple exports to India and the challenges
faced by U.S. apple growers over the last several years. We will continue to push
India to follow a science-based approach to agricultural trade policy. In my call with
India’s Minister of Commerce and Industry Goyal, we agreed to work constructively
to resolve outstanding bilateral trade issues, including agricultural issues and tar-
iffs. As we reengage with India through the U.S.-India Trade Policy Forum, apple
market access remains a priority for USTR, and we look forward to working with
you and your constituents on these important issues.

Question. It was great news that the Mexican Supreme Court ruled unanimously
last month to allow the importation of fresh U.S. potatoes throughout Mexico. I have
been fighting to get fresh potatoes from the Pacific Northwest into Mexico for more
than a decade.

Mexico is the third largest export market for U.S. potatoes and products—a $270-
million market in 2020. The U.S. potato industry believes that access to the entire
country for fresh U.S. potatoes may have a market potential of an additional $200
million per year.

While Washington State exported $37 million in processed potatoes to Mexico last
year, it only exported about $424,000 in fresh potatoes. There is a great potential
to expand fresh potato exports.

What are the next steps you expect the Mexican Government to take to reinstate
market access for U.S. fresh potatoes to the entire country?

What is the timeline expected to be? Would the Mexican Government be able to
act rapidly to restore full market access?

Answer. I have stressed the importance of timely access for U.S. fresh potatoes
to all of Mexico with my counterpart Secretary Clouthier. USTR and USDA continue
to work with the Government of Mexico to bring this longstanding issue to resolu-
tion for the benefit of potato growers in Washington and other States.

Question. A key area where the U.S. is a global leader is in digital trade. It is
essential to American global competitiveness.

U.S. digital services exports are now $517 billion per year, generating a U.S. dig-
ital trade surplus of $220 billion that is shared by small and large companies and
workers far outside the traditional tech sector.
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One in three small and medium-sized businesses report that they would not have
survived the pandemic without digital tools, and two-thirds of small business em-
ployers say that technology can help them overcome export barriers.

It is clear, especially over that last year that without the ability to trade digitally,
American workers and businesses would have been put at a significant disadvan-
tage. It is imperative that we create more opportunities for US exporters to harness
digital trade and push back on the growing threat of digital protectionism.

I believe we need a bold new strategy on digital trade; one that modernizes our
existing Free Trade Agreements, and seeks new bilateral and plurilateral digital
rules that ensure America stays competitive in the 21st century and our workers
and that businesses can compete on a level playing field.

Beyond dealing with foreign Digital Service Taxes (DSTs), what is the Biden ad-
ministration’s strategy on digital trade and how do we create new opportunities for
American digital exporters?

Where do the ongoing negotiations at the WTO on e-commerce stand and how can
we increase the pace of the negotiations?

Answer. The administration recognizes the importance of the digital economy to
American jobs, prosperity and security, as well as U.S. companies’ unique competi-
tive advantages in this area. For example, every year in the last 15 years, the
United States achieved a substantial surplus for trade in information and commu-
nications technology-enabled (ICT-enabled) and potentially ICT-enabled services,
with that trade surplus exceeding $100 billion annually in each of the last 6 years.

Trade rules must work to maintain and advance U.S. strengths in digital trade.
USTR will use a wide range of trade tools to address discriminatory practices that
hinder U.S. workers and innovators, including practices that discriminate against
U.S. digital and technology exports. The United States is focused on ensuring that
the plurilateral e-commerce negotiations reflect high-standard rules that support
U.S. workers, innovators, and consumers. The e-commerce negotiations involve more
than 80 WTO Members, and the pace has reflected the need to find common ground
across a range of issues.

Question. Exports are critical to helping support the milk prices Washington State
dairy farmers receive and to offering an expanded pool of global buyers for our dairy
manufacturers. The United Kingdom is a very large dairy-importing market that
would offer tremendous opportunities if our farmers and dairy manufacturers had
a level playing field there.

The United Kingdom imports approximately $4.5 billion a year, but virtually all
of that comes from European suppliers right now. Unfortunately, U.S. exporters are
at a significant disadvantage to European suppliers due to the more favorable tariff
and nontariff trading terms the European Union has with the United Kingdom.

U.S. cheese exporters are faced with having to pay steep out of quota tariffs such
as $194 per 100 kilogram, whereas E.U. suppliers pay nothing. Similarly, U.S. ex-
porters are banned from using generic cheese terms such as parmesan and feta, and
are required to meet excessively detailed dairy import certification requirements
that far exceed the type of food safety assurances required by other markets.

Where do the U.S.-U.K. free trade agreement talks stand?

Answer. The President recently met Prime Minister Johnson and committed to
deepening and strengthening our vital economic and trading partnership. As a first
step, we agreed to move past the 16-year WTO dispute regarding aircraft subsidies.
We have agreed to suspend tariffs related to the dispute for 5 years, while retaining
flexibility for the United States to reapply tariffs if we’'re no longer competing on
a level playing field. We and the UK have also adopted clear statements on accept-
able support for large civil aircraft producers and a cooperative process to address
support between the parties and overcome longstanding differences. Second, the
President and Prime Minister agreed to work closely to identify and pursue opportu-
nities to deepen our already extensive trade relationship. As part of the Biden-
Harris administration’s focus on the Build Back Better agenda and supporting a
worker-centric trade policy, I am continuing my review of the objectives of the nego-
tiations with the United Kingdom that were begun under the prior administration.

Question. Will market access for U.S. dairy and removing tariffs on dairy exports
be priorities?
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Answer. I am currently in the process of reviewing both the status and objectives
of the previous U.S.-UK negotiations, and the prospect of U.S. dairy access will play
a large role in any future actions.

Question. How will you ensure that the United Kingdom removes the dairy tariff
and nontariff barriers that impede our exporters’ ability to compete effectively in the
UK market?

Answer. I intend to engage with any trading partner to resolve unwarranted non-
tariff barriers to U.S. dairy exports that undermine market access for U.S. products.
We continue to encourage the UK to use science as the basis for its regulatory poli-
cies and to provide risk assessments to justify its sanitary measures.

QUESTIONS SUBMITTED BY HON. ROBERT MENENDEZ

Question. USTR has proposed a 25-percent tariff on building material products in
response to digital services taxes being imposed by some of our European trade
partners. I am concerned that this could negatively impact housing prices by in-
creasing building costs, putting homeownership further out of reach of low-income
Americans. Furthermore, such tariffs would be harmful to small and medium-sized
construction businesses in New Jersey.

What is the rationale for setting tariffs on building materials in particular as a
response to DSTs?

Has USTR conducted any analysis on how such proposed tariffs will impact hous-
ing affordability, and if so, would you share that analysis with the committee?

Answer. The final tariff lists for the DST actions reflect the USTR’s judgment of
what would be most effective in obtaining a satisfactory resolution to our concerns
over unilateral DSTs. In determining the final lists, USTR considered the hundreds
of written comments received during the notice and comment period, the testimony
provided during seven public hearings, and advice from other U.S. government
agencies.

Question. Increased lumber prices have exacerbated the existing housing afford-
ability crisis, causing the price of an average new single-family home to increase by
more than $36,000 since the middle of last April according to estimates by the Na-
tional Association of Homebuilders. Meanwhile the softwood lumber agreement we
have with Canada, our leading trade partner in wood products, expired in 2015 and
has not been renewed since.

Are you working on a new softwood lumber agreement with Canada? Is this a pri-
ority for you?

Answer. I am closely watching the historic movement in lumber prices. I dis-
cussed softwood lumber with my Canadian counterpart in our first USMCA FTC
meeting and we agreed to keep in touch on the issue. The United States is open
to resolving our differences with Canada over softwood lumber, but it would require
addressing Canadian policies that create an uneven playing field for the U.S. indus-
try. Unfortunately, to date, Canada has not been willing to address these concerns
adequately.

Question. 1 was pleased to hear back in April that USTR extended product exclu-
sions for certain products related to medical care. However, there are many more
small businesses that still cannot obtain extensions of their product exclusions. The
administration previously promised to conduct a full review of section 301 tariffs as
part of the development of a more cohesive China strategy.

Could you give us an update on where this review stands?

In order to minimize the impact these tariffs have on U.S. businesses, workers,
and consumers, do you have plans in place to reopen the exclusion process or extend
previous product exclusions?

Answer. At the request and recommendation of Senator Portman, I have com-
mitted to doing a top-to-bottom review of our China trade policy, with the goal of
making our trade policies more effective and more strategic. As part of that review,
we are looking at the China 301 tariffs and the exclusions process which provides
us with important opportunities to craft thoughtful and effective responses to Chi-
na’s unfair trade practices.



66

Question. Another aspect of this issue that has gone overlooked is that some com-
panies may be owed refunds by CBP due to delays in the section 301 product exclu-
sion process.

Will you work with CBP in order to ensure that companies that were granted a
product exclusion receive a refund for tariffs paid while waiting for their product
exclusions?

Answer. USTR has worked closely with Customs and Border Protection on all as-
pects of the implementation of the China 301 tariffs, and will continue to do so.

Question. As the committee is considering options for renewing the GSP program,
I have heard concerns about USTR’s process for the GSP Annual Product reviews.
USTR Regulations (15 CFR part 2007.0 et seq.) state: “Requests which conform to
the requirements set forth above or for which petitioners have demonstrated a good
faith effort to obtain information in order to meet the requirements set forth above,
and for which further consideration is deemed warranted, shall be accepted for re-
view.” Yet according to the USTR’s 2021 Trade Policy Agenda and 2020 Annual Re-
port, USTR declined to review every one of 16 petitions covering new competitive
needs limitation waivers or redesignations. It also declined petitions for 33 of the
36 requested product additions. These figures suggest that our constituents may not
be receiving the due process they deserve.

Can you please provide any substantive information used as the basis for rejecting
the aforementioned petitions as part of the 2020 GSP Annual Review?

Answer. Consistent with USTR’s regulations, Ambassador Robert Lighthizer—
who served as USTR during the period covered by the 2020 Annual Report—did not
consider that the CNL petitions filed in that year warranted further consideration.

Question. Can you clarify how USTR determines, in the parlance of the relevant
regulation, whether “further consideration [of a petition] is deemed warranted”?

Answer. To determine whether further consideration of a petition is warranted,
USTR looks at the relevant provisions laid out in sections 501, 502(c), and 503. Gen-
erally, USTR accepts petitions for which we believe there is a reasonable chance
that further examination of the petition will lead to a recommendation to the Presi-
dent to add products to, or remove products from, GSP; to grant CNL waivers; or
to redesignate products as eligible for duty-free treatment under the GSP program.

Question. The regulations also state that “[ulpon written request, requests which
are not accepted for review will be returned together with a written statement of
the reasons why the request was not accepted.”

How many such written requests has USTR received in the past 10 years? Has
USTR provided a written statement of the reasons why the request was not accept-
ed in all those cases? If not, please explain why USTR failed to abide by the regula-
tion. Please also provide copies of all USTR written statements explaining why re-
quests were not accepted for the past 10 years.

Answer. USTR does not receive many requests for explanations as to why peti-
tions were not accepted for review. These discussions typically occur through verbal
exchanges with the requestors. USTR recognizes the importance of transparency
and would welcome the opportunity to work with your office to ensure that we are
providing sufficient information to stakeholders with respect to these decisions.

QUESTIONS SUBMITTED BY HON. THOMAS R. CARPER

Question. Over the past several years, tariffs on China and subsequent retaliatory
tariffs have caused significant economic disruptions for U.S. businesses and farmers.
I have heard from many constituent companies who have invested significant time,
money, and resources navigating the process for securing an exclusion from these
tariffs. However, unfortunately, these exclusions expired at the end of last year, and
no new exclusion process has opened. Recently, I joined Senator Portman, and sev-
eral of my Senate colleagues on both sides of the aisle, to encourage USTR to re-
start an exclusion process.

However, the last exclusion process was far from perfect, and left many questions
about speed, transparency, and fairness. I understand that the administration is
currently engaged in a review of our trade policy with China, and that a decision
whether to restart an exclusions process has not yet been made.
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Could you please provide an anticipated timeframe as to when we can expect a
decision will be made with regard to restarting an exclusions process?

What criteria will USTR use to determine whether or not to restart an exclusion
process?

Moving forward, in your view, and assuming an exclusions process will be re-
started, what should Congress and the administration do to reform this process in
order to provide greater certainty and predictability to American companies?

Answer. At the request and recommendation of Senator Portman, I have com-
mitted to doing a top-to-bottom review of our China trade policy, with the goal of
making our trade policies more effective and more strategic. As part of that review,
we are looking at the China 301 tariffs and the exclusions process which provides
us with important opportunities to craft thoughtful and effective responses to Chi-
na’s unfair trade practices.

Question. 1 think we both acknowledge that the U.S. has a moral obligation to
lead the world in rapidly providing COVID vaccines to nations in need of these life-
saving shots, even as we provide vaccines to our own citizens. Quick and efficient
distribution of vaccines around the globe is the best way to stop the spread of the
coronavirus and finally put this pandemic in our rear-view mirror. With that in
mind, I worry that waiving intellectual property protections for these vaccines may
n}(l)t be tl}(lie quickest and most efficient way to ensure quick access to vaccines around
the world.

With this in mind, what other U.S. trade policy objectives should the administra-
tion pursue to ensure U.S. manufacturers can rapidly export our life-saving vaccines
around the world?

With regard to the waiver, what guard rails will you seek to protect intellectual
property rights for U.S. manufacturers and our ability to rapidly produce life-saving
vaccines in the event of another pandemic?

Will you commit to keeping Congress fully informed regarding the status of nego-
tiations concerning the COVID-19 TRIPS waiver?

Further, concerns have been raised regarding the long-term availability of raw
materials to produce the COVID-19 vaccine in light of the administration’s an-
nouncement of its intent to engage in text-based negotiations over the COVID-19
intellectual property waiver at the World Trade Organization.

How will the administration help ensure the availability of raw materials used
in manufacturing the COVID-19 vaccine as it pursues discussion of a waiver for in-
tellectual property rights for the vaccine?

Answer. The administration’s aim is to get as many safe and effective vaccines
to as many people as fast as possible. As our vaccine supply for the American people
is secured, the administration will continue to ramp up its efforts—working with the
private sector and all possible partners—to expand vaccine manufacturing and dis-
tribution. We will also work to increase the raw materials needed to produce those
vaccines. In supporting a waiver of intellectual property protections for COVID-19
vaccines, the administration is committed to pursuing a process at the World Trade
Organization (WTO) to find a solution there that is effective and practical in saving
lives. I am committed to keeping Congress fully informed of developments in the
process in the WTO.

Question. Concerns have been raised about Mexico’s recently enacted electricity
reform legislation and its potential to undermine new private investment in Mexi-
co’s renewable energy sector by American companies and others, and its potential
to violate agreements set out in the United States Mexico Canada agreement.

Will you commit to monitoring this issue and to keeping Congress informed about
any further action needed to address this issue?

Answer. The recently passed legislation, stalled by Mexican courts, threatens sig-
nificant U.S. investment in clean energy projects in Mexico and directly implicates
several of Mexico’s USMCA obligations. I made these points clearly to the Mexican
Government during the inaugural meeting of the USMCA Free Trade Commission
on May 18th. USTR will continue to monitor these issues and will keep Congress
informed of our next steps.

Question. As you know, I strongly support adding an environmental criterion to
the Generalized System of Preferences (GSP) program and was pleased to hear your
unequivocal support for this during the hearing.
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What new measures should Congress consider to incentivize countries to meet the
higher standards? What steps can the administration take to ensure that new cri-
teria lead to improved standards as opposed to non-compliance or increased GSP
country terminations?

Answer. Adding an environmental criterion to GSP would appropriately recognize
the importance of environmental protection to sustainable development. It would
also provide an additional tool for the U.S. Government to use to support the admin-
istration’s priority to improve environmental protection and tackle the climate crisis
worldwide. Beneficiary countries tend to value their GSP designation, and it incent-
ivizes efforts to comply with the criteria.

How can Congress and the administration work to build capacity within GSP
countries to ensure that they are able to reach, and exceed, any environmental
standards that are added to the GSP program?

Answer. I fully agree that it will be important for Congress and the administra-
tion to carefully consider the capacity of GSP beneficiaries to ensure that they will
be able to reach and exceed any environmental criterion that is added to GSP. I wel-
come discussions with you and your colleagues as to how we can build capacity to
support improved environmental conditions in these countries.

QUESTION SUBMITTED BY HON. ROBERT P. CASEY, JR.

Question. The Chinese Government has a well-established track record of using
unfair practices to acquire U.S. technology and steal innovation; their efforts related
to vaccine technology are no exception. U.S. security officials have found that Chi-
nese state-backed hackers have attempted to break in to vaccine manufacturers and
producers in the U.S. and India.

As the administration works to support access to the COVID-19 vaccine in the
U.S. and around the world can you discuss how you will ensure the Chinese govern-
ment cannot acquire our strategically important biotechnology? And will you commit
to engaging with Congress as you negotiate on these matters?

Answer. The administration believes strongly in intellectual property (IP) protec-
tions and the importance of safeguarding American innovation from illicit acquisi-
tion. The decision to support a waiver of IP protections for COVID-19 vaccines re-
flects the extraordinary circumstances of this pandemic. We will be working with
the World Trade Organization members and will be clear-eyed about potential risks
as we enter text-based negotiations. I am committed to keeping Congress fully in-
formed of developments in the process in the WTO.

QUESTION SUBMITTED BY HON. MARK R. WARNER

Question. USTR’s Advisory Committee process has historically been an important
tool for USTR to get input on trade-related concerns. The former USTR made lim-
ited use of those Advisory Committees.

Does USTR plan to reinvigorate the Advisory Committee process and get their
input?

Answer. The Trade Advisory Committee system and the expertise its members
bring are an important component of creating good trade policy. USTR plans to reg-
ularly utilize this important feedback tool to help inform our decision-making proc-
ess to help further the goal of having a comprehensive worker-centered trade policy.

QUESTION SUBMITTED BY HON. SHELDON WHITEHOUSE

Question. The Climate Leadership Council examined the average carbon intensity
of the U.S. economy compared to our major trading partners (https:/ /clcouncil.org/
reports | americas-carbon-advantage.pdf). It found that the Chinese economy is more
than three times as carbon-intensive as the U.S. economy, the Indian economy is
almost four times as carbon-intensive, and the trade-weighted average of the rest
of the world’s economy is nearly two times as carbon-intensive as our own.

Given the significant advantage that the U.S. economy enjoys with respect to car-
bon intensity, if the U.S. were to adopt a border adjustable domestic carbon price,



69

it would also provide a significant advantage to domestic manufacturers vis-a-vis
foreign importers, correct?

Answer. The impact of a border carbon adjustment (BCA) on imports would be
contingent on a number of policy and technical decisions, including which products
or goods are covered under a BCA, where the benchmark carbon intensity is set,
and how carbon content and price are calculated. It is unclear if an advantage
would accrue to domestic manufacturers. The purpose of a BCA is to ensure that
carbon leakage does not occur by industries moving production overseas, which
would effectively offshore the U.S. carbon footprint.

QUESTIONS SUBMITTED BY HON. ELIZABETH WARREN

Question. As part of their opposition to a waiver of certain provisions under the
WTO Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPS),
pharmaceutical companies have argued that foreign nations have limited techno-
logical capacity to develop COVID-19 vaccines. Qualified manufacturers in countries
like India, however, have asserted that they have the capacity necessary to produce
vaccines.

What specific steps will USTR take, and on what timeline, to identify foreign
manufacturers capable of producing mRNA and other vaccines? What specific steps,
if any, does USTR plan to take to coordinate communication regarding technological
capacity between those manufacturers and U.S. companies? If USTR does not plan
to take these steps, is USTR aware of which Federal entity will take point on coordi-
nating these communications?

Answer. Starting in mid-April, USTR began consultations with interested parties:
labor organizations, civil society, public health advocates, public health experts both
inside and outside of the government, and vaccine manufacturers themselves.
USTR, in coordination with the rest of the administration, will continue to ramp up
efforts to work with the private sector and other partners to expand vaccine manu-
facturing and distribution around the world.

Question. In your testimony, you said that USTR was currently “focused . . . on
the intellectual property [TRIPS] waiver at the WTO with respect to vaccines” but
agreed that “the U.S. should be doing everything it can to help other countries ramp
up their testing, treatment, and PPE production.”

Which tests, treatments, and types of personal protective equipment is USTR con-
sidering for future intellectual property waivers at the WTO? What is USTR’s
timeline to decide on whether to expand the TRIPS waiver to these products? If no
timeline exists, why not?

Answer. The World Trade Organization is a consensus-based institution. In sup-
porting a waiver of intellectual property protections for COVID-19 vaccines, the ad-
ministration has facilitated a process for WI'O members to devise a solution that
is effective and practical in saving lives. We are actively engaged in discussions of
proposals that have been put forward by WT'O members for trade policy responses
to the COVID-19 pandemic to date. Our timeline will be shaped by the course of
those ongoing discussions.

QUESTIONS SUBMITTED BY HON. CHUCK GRASSLEY

Question. Could you share with the committee any progress you have made on
free-trade agreements with the United Kingdom and Kenya?

Answer. The President recently met Prime Minister Johnson and committed to
deepening and strengthening our vital economic and trading partnership. As a first
step, we agreed to move past the 16-year WTO dispute regarding aircraft subsidies.
We have agreed to suspend tariffs related to the dispute for 5 years, while retaining
flexibility for the United States to reapply tariffs if we’'re no longer competing on
a level playing field. We and the UK have also adopted clear statements on accept-
able support for large civil aircraft producers and a cooperative process to address
support between the parties and overcome longstanding differences. Second, the
President and Prime Minister agreed to work closely to identify and pursue opportu-
nities to deepen our already extensive trade relationship. As part of the Biden-
Harris administration’s focus on the Build Back Better agenda and supporting a
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worker-centric trade policy, I am continuing my review of the objectives of the nego-
tiations with the United Kingdom that were begun under the prior administration.

As I mentioned during the hearing, connecting with my Kenyan counterpart was
one my first meetings and priorities upon assuming office. The negotiations
launched last year during the pandemic, and two rounds were completed. My team
and I continue to study and consider how these negotiations could fit into the Biden-
Harris administration’s agenda.

Question. According to the recent Special 301 report, “IP infringement undermines
U.S. competitive advantages in innovation and creativity, to the detriment of Amer-
ican businesses and workers. In its most pernicious forms, IP infringement endan-
gers the public, including through exposure to health and safety risks from counter-
feit products. In addition, trade in counterfeit and pirated products often fuels cross-
border organized criminal networks and hinders sustainable economic development
in many countries.”

Have you evaluated the impact the proposed waiver at the WT'O would have on
these concerns?

Answer. This is a global health crisis, and the extraordinary circumstances of the
COVID-19 pandemic call for extraordinary measures. The administration believes
strongly in intellectual property protections, but in service of ending this pandemic,
supports a waiver of those protections for COVID-19 vaccines. We are committed
to working with the World Trade Organization members and will be clear-eyed
about potential risks as we enter text- based negotiations. The United States is com-
mitted to using its leadership to reach consensus at the WTO.

Question. Since any infringement of intellectual property rights under the pro-
posed WTO waiver would occur outside the WT'O and TRIPS regime, what recourse
would an American innovator or the United States have if that infringement were
to occur in ways not contemplated by the proposed waiver?

Answer. The administration believes strongly in intellectual property (IP) protec-
tions and the importance of safeguarding American innovation from illicit acquisi-
tion. The decision to support a waiver of IP protections for COVID-19 vaccines re-
flects the extraordinary circumstances of this pandemic. We are committed to work-
ing with the World Trade Organization members and will be clear-eyed about poten-
tial risks as we enter text-based negotiations.

Question. The Special 301 report specifically identifies “inadequacies in trade se-
cret protection and enforcement in China, Russia, and elsewhere” as well as “trou-
bling ‘indigenous innovation’ and forced technology transfer policies that may un-
fairly disadvantage U.S. right holders in markets abroad.”

Won’t the proposed waiver just exacerbate these problems?

Answer. The administration believes strongly in intellectual property (IP) protec-
tions and the importance of safeguarding American innovation from illicit acquisi-
tion. The decision to support a waiver of IP protections for COVID-19 vaccines re-
flects the extraordinary circumstances of this pandemic. We are committed to work-
ing with the World Trade Organization members and will be clear-eyed about poten-
tial risks as we enter text-based negotiations.

Question. Before the Biden administration made the decision to support waiving
intellectual property rights for COVID-19 vaccines currently under consideration at
the World Trade Organization, were you aware that Pfizer expects to produce 3 bil-
lion doses this year and at least 4 billion doses in 20227

Answer. Starting in mid-April, USTR began consultations, including on issues re-
lated to manufacturing capacity, with interested parties: labor organizations, civil
society, public health advocates, public health experts both inside and outside of the
government, and vaccine manufacturers themselves. USTR will continue to ramp up
efforts to work with the private sector and other partners to expand vaccine manu-
facturing and distribution around the world. This comprehensive effort will not only
save lives but also help heal the economy.

Question. Before the Biden administration made the decision to support waiving
intellectual property rights for COVID-19 vaccines currently under consideration at
the World Trade Organization did the administration know that U.S. drug compa-
nies have already voluntarily entered into dozens of licensing agreements with other
manufacturers, many in low-income countries before?
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Answer. Starting in mid-April, USTR began consultations, including on issues re-
lated to licensing agreements, with interested parties: labor organizations, civil soci-
ety, public health advocates, public health experts both inside and outside of the
government, and also vaccine manufacturers. USTR will continue to ramp up efforts
to work with the private sector and other partners to expand vaccine manufacturing
and distribution around the world.

Question. When you are negotiating trade deals, where do you prioritize climate
in these negotiations compared to the economic impact on Americans of possible re-
ductions in trade due to a border adjustment?

Answer. USTR has, in the past, faced limitations regarding inclusion of climate
change provisions in trade deals. In pursuit of a whole of government approach to
tackling the climate crisis, I look forward to using trade tools—including trade deals
with trading partners—to meet the challenge. Regarding border adjustments, at this
stage, it is unclear whether there would be reductions in trade due to these mecha-
nisms. The impact of a border carbon adjustment (BCA) on imports would be contin-
gent on a number of policy and technical decisions, including which products or
goods would be covered under a BCA, where the benchmark carbon intensity is set,
and how the carbon content and price are calculated. In general, I do not see trade
and climate change as competing interests in trade negotiations, but rather an op-
portunity to ensure strong and enforceable environmental obligations protect the in-
terests of U.S. consumers and support our jobs at home.

Question. I am alarmed by rhetoric from European politicians in which they advo-
cate for policies to undermine the competitiveness of U.S. technology companies. EU
leaders regularly stress the need for “digital sovereignty” while advocating for new
unilateral tools to steal American innovation.

Unfortunately, the EU, which has sat on the sideline for decades on tech, is now
targeting U.S. businesses with an unfair, discriminatory agenda to try and gain a
competitive advantage. 'm am not opposed to appropriate regulation. But what the
EU is proposing is protectionism.

What are you doing to confront this protectionist agenda in Europe?

Answer. I am aware of the concerns that U.S. companies have raised about digital
services taxes (DSTs), other European Commission regulatory initiatives, such as
the Digital Markets Act (DMA), and the continued free flow of data across the At-
lantic. I will consider the full range of trade tools available to me to address dis-
crimination against U.S. workers and U.S. companies.

Question. After the United States, Brazil is the world’s second largest producer
of ethanol in the world and has also enjoyed nearly tariff-free access into the United
States for a decade. Meanwhile, our domestic producers face a 20-percent tariff for
ethanol heading into Brazil, creating an extreme, uneven playing field. With new
U.S. trade negotiators coming into place, it provides a chance to reset and reestab-
lish negotiations with Brazil on ethanol.

What steps will you and the administration take to push the Brazilian govern-
ment to remove the tariff on imported American ethanol?

Answer. I understand the importance of this issue to U.S. ethanol producers. I
will emphasize in engagements with Brazil the importance of more reciprocal condi-
tions for trade in regards to American ethanol. I will also emphasize the common
domestic statutory mandates for blending ethanol into gasoline that we share and
our shared interest in addressing barriers to trade with third countries.

Question. I sent Ambassador Lighthizer a letter encouraging him to drop section
230 from the U.S.-UK trade agreement negotiations. We each also raised concerns
about the issue with you during your confirmation process. To date, though, you've
refused to take a position on the issue. Your boss called for outright repeal of section
230 at one point. Secretary Raimondo agreed it needed to be reformed during her
confirmation process. The Department of Justice has put forth a number of concrete
reform proposals.

Will you commit to drop this provision from future trade agreements?

Answer. There is a wide variety of views on this issue. I have committed to con-
sulting with the relevant stakeholders, including Congress, on this and other provi-
sions of our trade agreements. We are doing the work and when we have made suf-
ficient progress, we will look forward to consulting with you and other members.
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QUESTIONS SUBMITTED BY HON. JOHN CORNYN

Question. In 2012, the U.S. and China entered into a memorandum of under-
standing to settle a 2009 WTO case that the U.S. initiated and won regarding sig-
nificant market barriers employed by China preventing the importation and dis-
tribution of theatrical films from the U.S. Due for an update to further open up dis-
tribution since 2017 as described in the original agreement, the bilateral discussions
to update the agreement have so far come up fruitless. However, the “USTR’s 2020
Report to Congress on China’s WTO Compliance” which was released in January
2021, specifically states, “T'he United States will continue pressing China to fulfill
its obligations.”

What is the administration’s plan to appropriately update the existing MOU and
address the China’s longstanding market access barriers in the forms of foreign film
restrictions and revenue caps?

Answer. The United States will continue pressing China to fulfill its obligations
relating to the importation and distribution of theatrical films, as set forth in the
2012 memorandum of understanding. As you have noted, among other things, that
memorandum of understanding calls for China to provide further meaningful com-
pensation to the United States in terms of the number of films to be imported each
year and the share of gross box office receipts from such films retained by U.S. en-
terprises, but China has not yet followed through on those important obligations.
Our view is that China needs to keep the promises that it has made. Currently,
USTR is conducting a top-to-bottom review of the U.S.-China trade relationship. The
results of this review will inform our thinking as to how we proceed.

Question. What is the administration doing to ensure that foreign films and dig-
ital content are not blocked due to “censorship” concerns when they are in fact a
barrier to market access?

Answer. China is well aware of U.S. concerns. Over the years, the United States
has repeatedly expressed concerns to China regarding the impact of its content-
related policies on market access. For example, regarding the online provision of
content, the United States has raised concerns regarding China’s requirement that
foreign companies license their content to Chinese distribution platforms. The
United States also has raised concerns regarding China’s other burdensome restric-
tions on content, which are implemented through exhaustive content review require-
ments that are based on vague and otherwise non-transparent criteria. Currently,
USTR is conducting a top-to-bottom review of the U.S.-China trade relationship. The
results of this review will inform our thinking as to how we proceed.

Question. While I understand that USTR may still be reviewing China’s compli-
ance with the Phase One agreement, there are a number of third-party indicators
that show China is still behind in meeting the requirements of the deal.

IP licensing of services purchases are a major component of these purchasing re-
quirements, correct? What can the U.S. do to see to it that China meets these com-
mitments in the Phase One deal, particularly in addressing the IP licensing of serv-
ices purchasing requirements?

Answer. Under the Phase One agreement, China’s purchase commitments cover
calendar years 2020 and 2021 and fall into four broad categories and 23 sub-
categories of U.S. goods and services. “Charges for use of intellectual property” is
one of the services sub-categories. During meetings held under the Phase One agree-
ment to review China’s implementation progress, the U.S. side has repeatedly
pressed China to increase the pace of its purchases of U.S. goods and services. Chi-
na’s purchases shortfall in 2020 is certainly in our sights. China’s purchase commit-
ments are important to the United States economically, but they are also important
as commitments that China undertook of its own free will to make, and we need
to ensure that its promises are worth the paper that they are written on. We will
continue to make use of and push the tools that we have for the benefit of all U.S.
stakeholders, including service suppliers.

Question. While innovative technologies have offered a variety of new goods and
services that benefit consumers and businesses, it also has proliferated access to
copyright infringed content as well. For example, a 2019 study estimated that global
online piracy drains at least $29.2 billion annually from the U.S. economy and that
80 percent of copyright piracy occurs via streaming technologies. In addition to the
significant economic harm posed by these technologies, there are significant mal-
ware and fraud threats posed to U.S. consumers by streaming piracy websites iden-
tified by the Federal Trade Commission and Department of Homeland Security.
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How do these evolving threats to US-based copyrights and intellectual property in
general impact the United States’ economic and strategic competitiveness? What
steps does USTR plan to take to effectively account for these threats?

Answer. Fostering innovation and creativity is essential to U.S. economic growth,
competitiveness, and the estimated 45 million American jobs that directly or indi-
rectly rely on intellectual property (IP)-intensive industries. IP infringement under-
mines U.S. competitive advantages in innovation and creativity, to the detriment of
American businesses and workers. We will take appropriate actions necessary to
combat unfair trade practices and to ensure that trading partners follow through
with their international commitments

Question. The UK and the EU continue to impose a damaging 25-percent tariff
on American whiskey. This tariff was imposed in June 2018 in response to U.S. tar-
iffs on steel and aluminum, and will double to 50 percent on June 1st. In March,
the administration reached agreements with the EU and UK to suspend tariffs for
four months in connection to the WTO large civil aircraft dispute, including tariffs
on U.S. rum, brandy, vodka and certain UK and EU spirits and wines. Absent ur-
gent action to fully suspend these tariffs, American whiskey will remain at a serious
competitive disadvantage in our two most important export markets.

Will you commit to ensuring these damaging tariffs are eliminated, and what is
the administration’s plan to secure the immediate suspension of UK and EU tariffs
on American whiskey and agreements that result in the permanent removal of all
tariffs on U.S., EU, and UK distilled spirits and wine?

Answer. With respect to the section 232 tariffs on steel and aluminum, we have
a very significant problem in the global steel and aluminum markets that is driven
primarily by overcapacity in China and other countries, particularly in Southeast
Asia and the Middle East. The administration is working to address the market-
distorting measures in economies that have led to overcapacity in the global steel
and aluminum industries and the resulting national security threats.

In addition to the thorough review of the section 232 measures and product and
country exclusions that is currently underway, the administration is also consulting
closely with domestic stakeholders and partners around the world that share similar
national security interests. We seek to address market distorting measures that
pose a serious threat to the U.S. steel and aluminum industries and the workers
in those industries. On May 17, 2021, the United States and the European Union
(EU) announced the start of discussions to address global steel and aluminum ex-
cess capacity and the market distortions that result from this excess capacity, and
we will be engaging intensively with the EU in the coming weeks. The EU an-
nounced its intention to temporarily suspend the planned increase in retaliatory du-
ties, including duties on American whiskey. We believe the EU’s duties are incon-
sistent with WTO rules and we are challenging them before the WTO. The adminis-
tration is committed to working with the EU and other like-minded partners to ad-
dress excess capacity, ensure the long-term viability of our steel and aluminum in-
dustries, and strengthen our democratic alliance.

For additional questions on the state of section 232 tariffs on steel and aluminum,
I would refer you to the Department of Commerce, which has the statutory lead on
section 232.

Question. Korea is an important U.S. ally in the Indo-Pacific, and the upcoming
summit between President Biden and President Moon will be an important oppor-
tunity to strengthen this critical bilateral relationship and partnership, particularly
in strategic industries. For example, while American cloud service providers offer
the most secure and technologically advanced storage and computing solutions on
the market today, and are certified to the highest international security and privacy
standards, Korea has imposed a unilateral security certification scheme that USTR
recognized in the 2021 National Trade Estimate as “a key barrier for U.S. cloud
service providers (CSPs) in the Korean public sector market.” These same barriers
are spreading to other sectors of Korea’s economy, further blocking access to Korea’s
cloud market for U.S. cloud providers and undermining our bilateral and regional
security goals.

Given the strategic nature of the cloud services industry to the U.S. economy and
our security interests in the Indo-Pacific, will you commit to working with the Gov-
ernment of Korea to remove these discriminatory requirements, adopt international
security standards, and allow American cloud providers to compete in the public sec-
tor cloud market?
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Answer. We are actively engaged in working with Korea, both bilaterally and in
relevant WTO committees, to further our bilateral and regional security and eco-
nomic goals.

Question. Some are concerned about actions by Mexico on data localization issues
under USMCA, such as the recent regulation that requires financial technology com-
panies to localize data, making it more complex and expensive for them to operate
in Mexico, and disadvantaging U.S. companies in the process. Data localization is
also a worrisome trend emerging in Latin America, as Ecuador and Uruguay also
have data localization blockers that are impeding US services exporters, such as
cloud service providers.

Are you committed to addressing these data localization blockers in Mexico and
other countries, and do you have a plan for implementation of USMCA’s digital
chapter commitments in particular?

Answer. USTR is committed to ensuring that Mexico fulfills its commitments
under the USMCA and that barriers to digital trade are effectively addressed. We
are in touch with Mexico regarding our concerns relating to Mexico’s recently final-
ized requirements on use of cloud services by electronic payment fund institutions.

USTR will continue to engage with countries in Latin America and other regions
across the world that adopt or consider any such measures that impede cross-border
data flows or impose data localization requirements.

Question. May is National Beef Month. For many Americans, we will celebrate
National Beef Month by enjoying ribeyes, filets, and hamburgers with our families
and friends. But we are not the only consumers celebrating U.S. beef. In fact, there
has been a tremendous growth in demand for U.S. beef among many of our trade
partners in Asia, where cuts like short plate, tongue, short ribs, and offal are in
strong demand. Earlier this year, Korea surpassed Japan to become our number one
export market. While sales in Japan remain strong, we have seen a 1,500-percent
increase in U.S. beef sales in China. These remarkable developments are a combina-
tion of strong consumer demand coupled with strong trade policy that opened these
markets for U.S. beef. Our trade agreement with Korea removed a 40-percent tariff,
our agreement with Japan removed a 38.5-percent tariff, and the Phase One agree-
ment with China removed numerous non-tariff barriers that acted as a ban on U.S.
beef. Trade policy rooted in market-based, science-based, and rules-based principles
has opened doors for U.S. cattle producers.

What does USTR need from Congress to ensure we will successfully implement
this winning formula for U.S. cattle producers and our growing international con-
sumer base?

Answer. I appreciate your offer of support as we continue advocating on behalf
of U.S. beef producers by holding trading partners accountable to their international
commitments and bilateral obligations under our trade agreements. There is a de-
mand for high quality and nutritious beef products from the United States, and
USTR will continue its work to ensure that U.S. beef exporters are able to supply
this growing demand by addressing unjustified non-tariff barriers to trade and en-
couraging tariff liberalization wherever possible.

Question. The United States has a strong history of defending and advancing
science-based trade. The U.S. cattle industry has some of the most efficient and sus-
tainable production practices in the world, with some of the healthiest cattle and
safest beef, because we incorporate science at every level of production. We use well-
established, FDA-approved technologies like hormones and beta agonists to raise
cattle efficiently and use fewer resources to produce more beef. We use low-stress
animal handling techniques taught in our Beef Quality Assurance Program. As a
result of these efficient production practices, the United States produces 18 percent
of the world’s beef with only 6 percent of the world’s cattle. Unfortunately, the Euro-
pean Union and others apply protectionist measures not rooted in science, with the
purpose of restricting U.S. beef exports and to discourage developing countries from
adopting our safe and sustainable production practices. Over the next year, the
United States will be involved in different global forums to discuss economic recov-
ery efforts, strengthening global supply chains, and address food security.

If we want to feed a growing global population with safe, nutritious food, we must
embrace technology and science-based standards in food production. Will USTR con-
tinue to expand access for U.S. cattle producers by prioritizing and enforcing
science-based standards in our trade agreements?
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Answer. As you noted, the United States has a long history of defending and ad-
vancing science-based trade through our active engagement in global forums. USTR
will continue to advocate for access to safe, innovative tools, including those used
by U.S. cattle producers, that are essential to improve efficiency and support sus-
tai(rilable agricultural production to address the challenges facing agriculture world-
wide.

Question. Forced technology transfer and intellectual property theft in China have
long concerned U.S. trade and national security officials and culminated in WTO
disputes, punitive tariffs, and other actions. When it comes to COVID vaccines de-
veloped using U.S. taxpayer dollars, it is particularly concerning that the adminis-
tration would waive our previously agreed to commitments under the WTO Agree-
ment on Trade-Related Aspects of Intellectual Property Rights (TRIPS).

Does not the support for the WTO waiver amount to a giveaway of American in-
tellectual property and a voluntary technology transfer of America’s mRNA tech-
nology to China and the rest of the world?

Answer. The administration believes strongly in intellectual property (IP) protec-
tions and the importance of safeguarding American innovation from illicit acquisi-
tion. The decision to support a waiver of IP protections for COVID-19 vaccines re-
flects the extraordinary circumstances of this pandemic. We are committed to work-
ing with the World Trade Organization members and will be clear-eyed about poten-
tial risks as we enter text-based negotiations. Support for a waiver of intellectual
property rules for the WT'O waiver does not amount to a giveaway of American in-
tellectual property, nor does it represent voluntary technology transfer.

Question. As you prepare to meet with your counterparts from China for a review
of the Phase One agreement and progress to date, there is support to focus on the
importance of the purchase commitments made. Additionally, a close review of
progress to date with an objective of China fulfilling its commitments under Phase
One as we are nearing the half way point should be considered.

What are your perspectives on the current status of the agreement and how to
facilitate fulfillment of the terms?

Answer. China’s purchases shortfall is certainly in our sights. China’s purchase
commitments are important to the United States economically, but they are also im-
portant as commitments that China undertook of its own free will to make, and we
need to ensure that its promises are worth the paper that they are written on. We
will continue to make use of and push the tools that we have for the benefit of U.S.
workers, farmers, ranchers, manufacturers, service suppliers, and small businesses.

Question. One of the challenges continuing to face many of our agricultural ex-
porters and shippers is port congestion and shortage of shipping containers avail-
able for agricultural products being shipped from the U.S. to Asia and other destina-
tions. These issues are causing increased shipping costs, order delays and penalties
that can reduce the value/price paid to farmers, and potentially harm our competi-
tiveness in export markets. These shipping concerns need to be addressed aggres-
sively across the administration and constituents urge you to coordinate with your
colleagues at USDA, Federal Maritime Commission, and other agencies to ensure
all steps are being taken to resolve these challenges.

What thoughts do you have on how the administration can work to address these
concerns and what is currently being done?

Answer. I understand that recent port congestion issues are one of the con-
sequences of the economic disruption created by the COVID-19 pandemic and have
put even more pressure on global supply chains. I am committed to working with
other agencies as well as allies to address supply chain challenges. As part of the
supply chain initiative established by President Biden in Executive Order 14017,
“America’s Supply Chains,” an internal task force spanning more than a dozen Fed-
eral Departments and Agencies is closely examining the supply chain vulnerabilities
to recommend actions that increase supply chain resilience in critical industrial base
sectors that underpin America’s economic and national security, including the trans-
portation industrial base and the role of transportation systems in supporting exist-
ing supply chains.

Question. As you know, during your nomination process a number of Senators, in-
cluding me, raised their concerns about the negative impact of the section 301 tar-
iffs that the last administration re-imposed on January 1, 2021. Many Senators
urged you and the President to take action on these tariffs in advance of completing
the new administration’s critically important review of China policy.
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It is now a few days short of 2 months since your confirmation, and while the
administration’s review is underway, these companies and their consumers have al-
ready paid billions in new tariffs in 2021 which often are undercutting their ability
to compete globally, and in some cases even advantaging their Chinese competitors.
Additionally, many of these companies have invested significant time and funds to
move their manufacturing out of China, but have been stalled in those efforts by
the more than year-long international travel bans.

Can you share where the administration is today on a decision to either open a
new exclusion process or extend the exclusions for some defined period of time, per-
haps through the end of the year?

Answer. At the request and recommendation of Senator Portman, I have com-
mitted to doing a top-to-bottom review of our China trade policy, with the goal of
making our trade policies more effective and more strategic. As part of that review,
we are looking at the China 301 tariffs and the exclusions process which provides
us with important opportunities to craft thoughtful and effective responses to Chi-
na’s unfair trade practices.

Question. You have stated that the Biden administration will ensure that our
trading partners fulfill their commitments under existing agreements. Since entry
into force of the USMCA, the government of Mexico has announced and enacted
policies that threaten our access to the Mexican market. This is particularly true
in energy where government policy is discriminating against U.S. energy companies
and instead favoring state-owned enterprises. These discriminatory provisions have
been approved and signed into law in Mexico in recent months.

Many in America’s energy industry are wondering at what point the United
States will begin enforcing the agreement. Are you prepared to present a case under
the dispute settlement provisions of the USMCA?

Answer. Mexico’s energy policies are undermining existing investments and di-
rectly implicate several of Mexico’s USMCA obligations. I made these points clearly
to the Mexican government during the inaugural meeting of the USMCA Free Trade
Commission on May 18th. USTR continues to analyze Mexico’s energy measures, in-
cluding recently passed legislation. I will use all dispute settlement tools to fully en-
force the USMCA. I am also aware that U.S. companies are considering potential
remedies under the agreement.

Question. You have held up the USMCA as a model for future trade agreements.
For that reason, one of my overarching concerns is that a lack of enforcement of
the agreement could put the credibility of the USMCA at risk.

Will you take actions in the short term if the Free Trade Commission meeting
this month does not result in concrete steps by Mexico to address these apparent
violations of the agreement?

Answer. Full implementation of the USMCA is a top priority for the Biden-Harris
administration. Last month, we initiated the first dispute settlement panel under
the USMCA to review dairy TRQ allocation measures adopted by Canada. We also
utilized the USMCA’s rapid response mechanism last month to request that Mexico
review whether workers are experiencing a denial of their rights to free association
and collective bargaining. We continue to analyze other issues we are tracking with
Mexico, and will to use all dispute settlement tools to fully enforce the USMCA.

Question. The United States has long used efforts to negotiate—and fully en-
force—next-generation free trade agreements to strengthen our economy and our
workforce. America’s free trade agreement partners buy nearly half of all U.S.-
manufactured exports—highlighting the importance of pursuing, utilizing, and en-
forcing a robust and revitalized rules-based international trading system that en-
hances the role of free market forces, promotes respect for the rule of law, and pro-
pels manufacturing innovation in the United States and globally.

We've seen lots of discussion about enforcing these agreements and look forward
to work with you to ensure comprehensive enforcement of key commitments related
to critical areas like labor, environment, market access and innovation. But we also
must look at negotiating new agreements: we cannot afford to fall behind other trad-
ing partners like the EU and China that are continuing to lock in market access
for our competitors through agreements.

How will you approach new trade agreements to combat unfair barriers and prac-
tices around the world?
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Answer. The administration is in the process of reviewing the objectives of the UK
and Kenya trade agreement negotiations, which were launched under the prior ad-
ministration. In these reviews, and in thinking about potential future engagements,
the administration wants to ensure that new trade agreements meet the objectives
of the Biden-Harris administration for a worker-centric trade policy.

Question. Recent tech regulations out of Europe speak to a broader need for the
U.S. to engage with like- minded democracies on a wide range of tech issues. Legis-
lation like the Digital Markets Act (DMA), if implemented, would likely discrimi-
natorily target U.S. companies, while avoiding any regulation of European compa-
nies.

Such efforts relate to what certain European leaders refer to as “digital sov-
ereignty,” which means building European champions to replace U.S. companies.
While competition is desired, it must be fair. Using discriminatory regulations is
clearly not.

Is resolving such discriminatory practices against U.S. companies a priority to
USTR and if so, how is USTR working with the EU to ensure actions are non-
discriminatory?

Answer. I am aware of the concerns that U.S. companies have raised about digital
services taxes (DSTs), other European Commission regulatory initiatives, such as
the Digital Markets Act (DMA), and the continued free flow of data. I will consider
the full range of trade tools available to me to address discrimination against U.S.
workers and U.S. companies.

Question. Numerous companies around the country are collectively owed millions
of dollars in refunds by U.S. Customs and Border Protection (CBP), which have gone
unpaid due to the way the previous administration administered the section 301
China tariff exclusion process. In short, when exclusions from China 301 tariffs
were granted, they were applied retroactively to when the China tariffs were ini-
tially put in place, which should have resulted in a refund of China tariffs already
paid. However, because it took so long to approve many of the 301 exclusions, many
companies are unable to recoup money that is otherwise owed to them.

If a company imported a product that qualified for an exclusion, they should be
able to take advantage of that exclusion, regardless of when the exclusion was
granted. As the current United States Trade Representative, will you commit to
working with CBP and this committee to ensure these companies receive all of the
money that is owed to them?

Answer. USTR has worked closely with Customs and Border Protection on all as-
pects of the implementation of the China 301 tariffs, and will continue to do so.

Question. Two critical trade preference programs—the Generalized System of
Preferences (GSP) and the Miscellaneous Tariff Bill (MTB)—lapsed at the end of
2020 imposing a tax increase on American workers, American consumers, and
American businesses at a time when they can least afford it. Both the GSP and
MTB programs have been supported for decades by overwhelming bipartisan majori-
ties. The COVID-19 pandemic has caused great uncertainty for American compa-
nies and their U.S. workers. This is not the time to impose new costs on U.S. supply
chains, particularly on American job creators who are still recovering from the im-
pacts of the COVID-19 pandemic.

Can you confirm the administration’s support for retroactive renewal of GSP and
MTB in short order?

Answer. I look forward to working with you and other members of this committee
to ensure reauthorization of these programs is consistent with the President’s
worker-centered trade policy.

Question. Some are concerned about the wave of regulations in Mexico targeting
the packaged food and beverage industry. As you may be familiar, the restrictions
include sales bans (already in effect in two Mexican states, with proposals in 23 oth-
ers and at the Federal level), as well as excessive packaging and marketing rules
which infringe on IP rights (trademarks and patents) and stifle innovation. These
measures lack scientific justification and provide incomplete and misleading infor-
mation to consumers.

What is USTR doing to ensure that Mexico lives up to its international trade com-
mitments, including USMCA?
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Answer. On the subject of Mexico’s prepackaged foods front-of-package labeling,
Mexico exempted food service products, raw materials, and unfinished products from
its labeling requirements, and in April 2021, Mexico notified an inter-institutional
agreement allowing continued use of stickers on imported products to comply with
its front-of-package labeling requirements indefinitely.

We continue to closely monitor and raise concerns with any State or Federal level
bans that would impact foods that are required to carry front-of-package warning
symbols.

Question. There has been a lot of focus on moving supply chains out of China. The
Generalized System of Preferences (GSP), which excludes China but eliminates U.S.
tariffs on developing countries that could be viable sourcing alternatives, seems like
a natural fit to encourage such sourcing shifts. In fact, expanding GSP to cover trav-
el goods in 2016/2017 has led to a rapid relocation of supply chains for backpacks,
luggage, and other travel goods from China to GSP countries in Southeast Asia in
recent years.

How can programs such as GSP fit into the administration’s broader China strat-
egy?

Are there aspects of the current GSP program that you believe limit its effective-
ness for companies seeking sourcing alternatives to China?

As Congress considers GSP renewal legislation, what changes could we make to
increase its effectiveness in this regard?

Answer. As the 2021 President’s Trade Agenda Report notes, one of the Biden-
Harris administration’s core international and trade policy goals is to strengthen re-
lationships with America’s allies and friends to tackle pressing global challenges, in-
cluding the China policy challenges we face.

As conceived by Congress in 1974, GSP is a development program, intended to
improve the conditions of people in those beneficiary countries. However, GSP can
also be an important tool that helps build relationships with many low- and middle-
income countries, through support for their development and economic diversifica-
tion. Economic diversification among beneficiaries can also promote economic diver-
sification away from countries such as China.

I look forward to working with you and other members of this committee to en-
sure that GSP renewal is effective in tackling our China policy challenges.

Question. What are your thoughts on incentives, through GSP or otherwise, to
move supply chains away from China and to the Western Hemisphere, given the
increased cooperation between the EU and China for example?

Answer. President Biden’s executive order on America’s supply chains sets out to
establish resilient, diverse, and secure supply chains to ensure our economic pros-
perity and national security. The 2021 President’s Trade Agenda Report also notes
one of the Biden-Harris administration’s core international and trade policy goals
is to strengthen relationships with America’s allies and friends to tackle pressing
global challenges, including the China policy challenges we face. I welcome the op-
portunity to work with Congress on how USTR can achieve these two objectives.

Question. What are your thoughts on creating specific incentives, in contrast to
the current tariffs, for companies currently operating in China but looking to diver-
sify their supply chains away from the country?

Answer. As set out in the President’s executive order on America’s supply chain,
USTR is actively participating in the administration’s supply chain review, includ-
ing by considering reforms to international trade rules and agreements in order to
support supply chain resilience, security, diversity, and strength. I welcome the op-
portunity to work with Congress on these goals as well.

Question. June 5th will mark 2 years since India’s eligibility under the General-
ized System of Preferences (GSP) program was terminated. Since then, American
companies have paid as much as $600 million in new tariffs, yet none of the issues
raised when the review was launched 3 years ago have been resolved. I view co-
operation with India not just from an economic benefit but as a geo-strategic way
to counter Chinese influence.

What are your plans to engage on a trade agreement of any type with India which
has never successfully negotiated?
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Answer. India is an important, but challenging market for US businesses. In my
initial discussions with India’s Minister of Commerce and Industry Goyal, we have
agreed to revitalize the U.S.-India Trade Policy Forum to resolve outstanding trade
concelllrns before exploring additional prospects for expanding the bilateral trade rela-
tionship.

Question. It’s good that we are using the tools of the USMCA. We also put a lot
of work into the state-to-state mechanism in Chapter 31. It’s important to show that
mechanism works too. Mexico has proposed or enacted many domestic trade-
affecting measures inconsistent with its USMCA obligations and failed to carry out
other obligations.

Which commercial USMCA implementation concerns are ripe for consultations,
the first step in the process?

Answer. We are tracking issues across several sectors with Mexico, including in
the agricultural and energy sectors. We continue to analyze these issues, and will
use all dispute settlement tools to fully enforce the USMCA.

Question. U.S. companies are reporting a long and growing list of USMCA imple-
mentation challenges in Mexico. Some have catalogued concerns across 13 chapters
and annexes, covering agriculture, national treatment, government procurement,
biopharmaceuticals, medical equipment, financial services, telecommunications and
broadcasting, Customs, and more.

Can you discuss how enforcement of USMCA’s commercial provisions is critical
to the President’s worker-centric trade agenda and strengthening our industrial and
innovation base?

Answer. We are tracking issues across several sectors with Mexico, and I have
been in touch with several stakeholders directly about their concerns. The Presi-
dent’s worker-centric trade agenda is based on ensuring that America’s workers
don’t face unfair competition from competitors beyond our shores—and especially
from our closest trading partners like Mexico. Ensuring that Mexico lives up to its
obligations in the USMCA is critical to avoiding a race to the bottom, and I will
use all dispute settlement tools to fully enforce the agreement.

Question. A new bill in the Mexican Senate would, if passed, force a 10-percent
local content quota for video streaming services. This would violate USMCA commit-
ments that prohibit performance requirements and require Mexico to accord non-
discriminatory treatment. It would unfairly restrict U.S. services exports that sup-
port tens of thousands of U.S. jobs.

How will USTR act to prevent this initiative from coming into force and protect
U.S. audiovisual exports to Mexico?

Answer. Since the first version of this bill appeared in March 2020, USTR has
coordinated closely with the U.S. Embassy in Mexico City and our counterparts in
the Ministry of Economy to ensure that the USMCA implications of this bill are
widely understood. USTR will continue with these efforts.

Question. A common stated goal in U.S. trade policy is the promotion and expan-
sion of U.S.-based manufacturing, employment, and exports. However, apart from
trade remedies, there are notable examples of tariff policies in trade agreements and
adopted by the United States and other countries with whom the United States has
negotiated a free-trade agreement that undermine those broader trade-policy goals
by undercutting the cost competitiveness of U.S. based manufacturing in our domes-
tic and export markets.

Would the Office of the U.S. Trade Representative support and be willing to re-
quest that the U.S. International Trade Commission (ITC) conduct a study of this
problem and develop recommendations to address it, including how existing pro-
grams, especially the U.S. Foreign-Trade Zones Program, that are designed to ad-
vance broader trade-policy goals, could be used most effectively?

Specifically, would you be willing to consider reviewing the USMCA restriction on
goods produced in FTZs?

Answer. This issue was considered by Congress as part of the implementation of
USMCA. I would be happy to discuss your concerns about this issue.

Question. The EU has made it clear that they seek “tech sovereignty” and have
set forth an ambitious agenda that proposes a range of regulatory efforts that at
times clearly targets American firms.
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Are you closely watching these worrisome developments and how are you engag-
ing Europe to ensure American companies are treated fairly in its market?

Answer. I am aware of the concerns that U.S. companies have raised about digital
services taxes (DSTs), other European Commission regulatory initiatives, such as
the Digital Markets Act (DMA), and the continued free flow of data. I will consider
the full range of trade tools available to me to address discrimination against U.S.
workers and U.S. companies.

QUESTIONS SUBMITTED BY HON. RICHARD BURR

Question. The partnerships formed to develop and manufacture the COVID-19
vaccines have been one of the biggest scientific success stories in generations. As
part of the global response to COVID-19, over 275 partnerships have been created
to further the collaborative efforts to scale up vaccine manufacturing for global
health security. I am gravely concerned by the Biden administration’s decision to
support waiving intellectual property protections for COVID-19 vaccines under the
WTO framework. Intellectual property rights are not a credible barrier to increasing
vaccine supply to countries in need. This counterproductive approach will jeopardize
ongoing efforts to ramp up vaccine production and undermine our ability to respond
to this and the next pandemic.

On April 23rd, international vaccine innovators and manufacturers raised con-
cerns regarding existing supply challenges impacting COVID-19 vaccine production.

As part of the deliberation regarding this decision to undercut innovators, what
steps has the administration taken to address the identified supply challenges to
help increase vaccine production and distribution immediately, such as working to
help address export controls?

Answer. Starting in mid-April, USTR began consultations with interested parties:
labor organizations, civil society, public health advocates, public health experts both
inside and outside of the government, and also vaccine manufacturers. USTR, along
with the rest of the administration, will continue to ramp up efforts to work with
the private sector and other partners to expand vaccine manufacturing and distribu-
tion around the world.

Question. We are not going to get this pandemic under control if we do not work
together to address the global vaccine needs. According to the WHO, there have
been more than 2.3 million new cases of COVID-19 reported in India within the
last 7 days.

What specific actions has the administration taken to help get COVID-19 vac-
cines to other countries in need, such as India?

Answer. The top priority of the United States is saving lives and ending the pan-
demic in the United States and around the world. This includes investing in the
COVAX Facility, sharing our surplus vaccine doses, and working with our inter-
national partners, such as the Quad Vaccine Partnership, to surge production and
delivery, including through efforts to achieve greater regional and local manufac-
turing capacity, in recognition of the importance of widespread vaccination against
COVID-19 to combat the pandemic and hasten economic recovery. In particular, the
United States and India have closely worked together to respond to the COVID-19
pandemic. U.S. COVID-19 assistance has reached more than 9.7 million Indians
across more than 20 States and union territories, providing life-saving treatments,
disseminating public health messages to local communities, strengthening case-find-
ing and surveillance, and mobilizing innovative financing mechanisms to bolster
emergency preparedness.

Question. I have significant concerns with how Mexico has implemented USMCA.
I am tracking recent actions by Mexico that violate, or threaten to violate, commit-
ments in multiple chapters and annexes, covering agriculture, national treatment,
government procurement, biopharmaceuticals, medical equipment, financial serv-
ices, telecommunications and broadcasting, customs and more. The first Free Trade
Commission meeting is next week.

What actions will the United States take to get Mexico to abide by its commercial
USMCA commitments?

Answer. We are tracking issues across several sectors with Mexico, including in
the agricultural and energy sectors. We continue to analyze these issues, and will
use all dispute settlement tools to fully enforce the USMCA.
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Question. The 2021 Trade Policy Agenda states that “Opening markets and reduc-
ing trade barriers are fundamental to any trade agenda.” In addition to being a
strong ally, the United Kingdom is one of the top export markets for U.S. goods and
services, and U.S. businesses and workers stand to benefit tremendously from an
agreement to further lower tariffs and streamline regulations. You previously noted,
in your response to my question for the record, that you would review the status
of these negotiations.

Can you speak about your review and provide an update on your plans?

Answer. The President recently met Prime Minister Johnson and committed to
deepening and strengthening our vital economic and trading partnership. As a first
step, we agreed to move past the 16-year WTO dispute regarding aircraft subsidies.
We have agreed to suspend tariffs related to the dispute for 5 years, while retaining
flexibility for the United States to reapply tariffs if we’re no longer competing on
a level playing field. We and the UK have also adopted clear statements on accept-
able support for large civil aircraft producers and a cooperative process to address
support between the parties and overcome longstanding differences. Second, the
President and Prime Minister agreed to work closely to identify and pursue opportu-
nities to deepen our already extensive trade relationship. As part of the Biden-
Harris administration’s focus on the Build Back Better agenda and supporting a
worker-centric trade policy, I am continuing my review of the objectives of the nego-
tiations with the United Kingdom that were begun under the prior administration.

Question. The U.S.-China Phase One agreement is important to U.S. farmers and
ranchers for the purchase goals and for the commitments on standards.

Can you provide an update on their fulfillment of the agreement, particularly with
regards to agriculture purchases, and how is USTR working to ensure China fulfills
its obligations under the agreement? How is USTR working to expand the opportu-
nities in China for U.S. farmers and ranchers for the next year and beyond?

Answer. I agree on the importance of holding China fully accountable for the nu-
merous agriculture commitments that it made in the Phase One agreement, includ-
ing the purchase commitments. To date, while China has made progress in imple-
menting many of the agriculture commitments under the Agreement, more work
needs to be done. Especially with regard to China’s commitments to purchase agri-
cultural commodities, China’s efforts so far have fallen short. Through the extensive
consultation processes established by the Phase One agreement, USTR regularly en-
gages China on all of these commitments to discuss China’s implementation prog-
ress and our concerns as they arise. Going forward, we will continue to make use
of the Phase One agreement and other tools at our disposal in order to expand op-
portunities in China for U.S. farmers and ranchers.

QUESTIONS SUBMITTED BY HON. ROB PORTMAN

Question. At the hearing you indicated that there is need for new, 21st-century
trade tools to respond to emerging non-market practices by countries, such as
China.

Do you agree that modifications to the anti-dumping and countervailing duty laws
should be included within the scope of conversations about the development of new
tools to respond to such non-market practices?

Answer. As you underline, at the hearing I discussed the need for trade tools that
address the challenges to our values and interests today and anticipate those of to-
morrow. Statutes developed several decades ago may not fully address the economic
and anticompetitive challenges that have arisen more recently. A prime example is
China’s industrial policies and role in global excess capacity. In this spirit, as dis-
cussed at the hearing, we now have an opportunity to think through the tensions
or gaps between the existing authorities and the particular non-market, coercive, or
other unfair practices we now face. Last time, we discussed this dynamic in the con-
text of section 232 of the Trade Expansion Act of 1962.

Our antidumping and countervailing duty laws may also need to be part of this
conversation. To that end, I welcome ideas from you, Senator, and other members
of Congress, on how we can enhance our tools to remedy unfair foreign dumping
and subsidization, particularly when non-market practices are at play.

Question. In November 2020, 15 countries, including China, signed the Regional
Comprehensive Economic Partnership. If the United States does not open new mar-
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kets—such as the United Kingdom—for made in America products, China and other
countries will vie for that market access.

How many trade agreements and entered into force among our largest trading
partners over the past 15 years? Do you intend to launch negotiations for any com-
prehensive agreements in 2021?

Answer. As noted in the President’s trade agenda, opening markets and reducing
trade barriers, while ensuring that U.S. businesses and workers as a whole benefit
from these efforts, will be a priority for the Biden administration. USTR is actively
engaged in discussions with our partners in on how we can best work toward these
aims.

Question. Efforts to waive the TRIPS Agreement for intellectual property related
to the COVID-19 vaccines are concerning because those efforts may not actually ex-
pand vaccine access.

Can you provide an example of a factory in the world which would be able to start
producing safe and effective COVID-19 vaccines if IP rights were waived at this mo-
ment? Are you considering efforts to increase the supply of raw materials needed
for COVID-19 vaccines?

Answer. The administration’s aim is to get as many safe and effective vaccines
to as many people as fast as possible. As our vaccine supply for the American people
is secured, the administration will continue to ramp up its efforts—working with the
private sector and all possible partners—to expand vaccine manufacturing and dis-
tribution. We will also work to increase the raw materials needed to produce those
vaccines. In supporting a waiver of intellectual property protections for COVID-19
vaccines, the administration is committed to starting a process at the World Trade
Organization to find a solution there that is effective and practical in saving lives.

Question. Last month, you testified that the United States and the European
Union need to find ways to come together and resolve differences in order to meet
emerging challenges. One outstanding difference is the Boeing/Airbus dispute.

Do you need a path forward to resolving that dispute?

Answer. Our negotiations with the EU and the UK have resulted in agreement
to move past the 16-year WTO dispute regarding aircraft subsidies. We have agreed
to suspend tariffs related to the dispute for 5 years, while retaining flexibility for
the United States to reapply tariffs if we’re no longer competing on a level playing
field. We, the EU, and the UK have also adopted clear statements on acceptable
support for large civil aircraft producers and a cooperative process to address sup-
port between the parties and overcome longstanding differences.

With respect to China, we pledged to:

e Meaningful cooperation on countering (1) investments in the aircraft sector by
non-market actors in our economies to acquire technology and know-how; and
(2) outward investments that involve moving production into China pursuant
to non-market forces.

o Identifying where joint work is needed to take parallel action against other
non-market practices.

e Sharing information regarding these and other areas in the large civil aircraft
sector.

Question. I understand that Customs and Border Protection (CBP) is applying tar-
iffs to used vehicles imported from Canada and Mexico.

Do you agree that the intent of the U.S.-Mexico-Canada Agreement (USMCA) is
for the agreement’s rules of origin to apply only to newly manufactured vehicles?

Answer. The USMCA rules of origin do not differentiate between any new and
used products. As a result, the rules of origin for autos are the same for both new
and used vehicles. No U.S. free trade agreement has a separate rule of origin for
used vehicles.

Question. As the Republican chair of the Friends of Switzerland Caucus, I support
closer ties between the United States and Switzerland.

Do you believe that a trade agreement between the United States and Switzer-
land should be a priority? Do you agree that it would open up new agricultural mar-
kets for American farmers, ranchers, and growers?
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Answer. The Biden administration highly values our relationship with Switzer-
land. We regularly engage Switzerland bilaterally to explore ways to expand and en-
hance our trade ties.

As the President has made clear, however, we will not be engaging in new trade
agreements before we make the necessary investments at home.

QUESTIONS SUBMITTED BY HON. TIM SCOTT

Question. As you know, South Carolina is home to some of the most dynamic re-
search institutions and biomedical manufacturers in the country. Robust IP protec-
tions are critical to the work they do, which is why I fought hard against the re-
moval of IP protections for U.S. biologics in USCMA. It has always been clear to
me that removing—or even threatening to remove—these protections doesn’t just re-
duce incentives to innovate, it will deprive innovative U.S. companies of the fruits
of their research and put them at a competitive disadvantage. Researchers and
innovators in the Palmetto State provide us with a competitive edge in the global
economy. It is alarming to think that our own government would not have their
back, especially when their value has never been more clear.

Would you agree that this trend of increasingly reduced IP protections for U.S.
biologics threatens our economic and national security?

How does this administration plan to reverse course and shore up protections in
the future so that we may avoid losing countless jobs and our position as the world
leader in biotech innovation?

Answer. The COVID-19 pandemic has highlighted the importance of pharma-
ceutical, medical device, and other health-related innovation and revealed the rel-
atively concentrated distribution of resulting products. USTR continues to seek ade-
quate and effective protection for pharmaceutical and other health-related intellec-
tual property (IP) around the world to ensure robust American innovation in these
critical industries to fight not only the current, but also future pandemics.

This is a global health crisis, and the extraordinary circumstances of the COVID-
19 pandemic call for extraordinary measures. The administration believes strongly
in IP protections, but in service of ending this pandemic, supports the waiver of IP
protections for COVID-19 vaccines.

Question. As you may know, I joined 38 other members of Congress in the submis-
sion of a bicameral letter to you earlier this month, asking to coordinate with you
to expeditiously develop a concrete action plan to deliver effective and enforceable
relief to help our seasonal fruit and vegetable producers compete against unfair
trade practices. As you may recall from our previous discussions, this remains a crit-
ical issue for the producers in my State who are continually forced to compete on
an uneven playing field.

Will you commit to working with me to develop and implement new, effective
ways to help deliver long-overdue relief to our country’s seasonal producers?

Will you commit to keeping me updated as to the status of these efforts?

Answer. I commit to working closely with you and Congress on all trade legisla-
tion and crafting trade policy consistent with the Build Back Better agenda that
prioritizes the interests of America’s workers, including producers of seasonal and
perishable produce. I am also committed to ensuring that U.S. producers are not un-
fairly disadvantaged by our trading partners’ policies. I welcome input and ideas
from you, Senator, and the other members of Congress as to how USTR can further
utilize the wide range of tools that are available to address the challenges facing
U.S. producers.

Question. As you know, the continued growth of the automotive industry is criti-
cally important to my home State. In South Carolina, the automotive industry is
responsible for nearly 80,000 jobs and is one of the top 10 fastest-growing labor
forces in the Nation. Roughly half a million vehicles were produced in South Caro-
lina in 2019 alone, providing billions of dollars in employee compensation, support
for U.S. suppliers, and State and Federal revenues. With the advent of the inau-
gural meeting of the USMCA Free Trade Commission, I have the following ques-
tions for you. Do you plan to make discussing the automotive rule of origin a pri-
ority at the Free Trade Commission meeting, and will you commit to working with
youl; counterparts in Canada and Mexico to ensure timely and efficient implementa-
tion?
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Will you also agree to keep me updated on the progress of these efforts?

Answer. During the first-ever USMCA Free Trade Commission meeting, the com-
mittee on Rules of Origin and Origin Procedures provided an update on its work
related to the implementation of the automotive rules of origin. I will maintain close
communication with Mexico and Canada on this issue. I will continue to keep you
and other members updated as we continue our engagement with both Mexico and
Canada.

Question. As you know, two critical trade preference programs, the Generalized
System of Preferences (GSP) and the Miscellaneous Tariff Bill (MTB), lapsed at the
end of 2020. This has created a significant burden on our workers, consumers, and
businesses in the midst of an on-going pandemic and ensuing recession.

Can you confirm the administration’s support for the renewal of GSP and MTB?

Can you share what steps the administration has taken, or plans to take, to sup-
port congressional approval?

Answer. I look forward to working with you and other members of this committee
to ensure reauthorization of these programs is consistent with the President’s
worker-centered trade policy.

Question. As you may know, I have long been concerned about China’s unfair
trade practices and continue to support efforts to challenge the inequities in our re-
lationship with China. At the same time, we must also recognize the reality that
certain inputs for domestic manufacturers remain unavailable outside of China at
this time. It is critical, especially now, that we take the necessary steps to mitigate
undue harm to our small businesses, domestic manufacturers, and job creators. For
this reason, I was pleased to see a tariff exclusion process that attempted to address
these realities; unfortunately, that process expired at the end of 2020.

In light of these realities, will you commit to launching a new China section 301
product exclusion process and when can we expect that to occur? Can you also ex-
pand upon the administration’s perspective of this form of relief as it currently
stands, and, more specifically, what actions we can expect to see in the short term?

Answer. At the request and recommendation of Senator Portman, I have com-
mitted to doing a top-to-bottom review of our China trade policy, with the goal of
making our trade policies more effective and more strategic. As part of that review,
we are looking at the China 301 tariffs and the exclusions process which provides
us with important opportunities to craft thoughtful and effective responses to Chi-
na’s unfair trade practices.

QUESTIONS SUBMITTED BY HON. BILL CASSIDY

Question. Stakeholders in the U.S. energy sector tell me President Lopez Obrador
has recently spearheaded major amendments to laws to change market rules in
favor of Petroleos Mexicanos (Pemex) and Comision Federal de Electricidad (CFE)
and against private companies. This comes after having already directed energy reg-
ulatory agencies to expressly favor Pemex and CFE over private investment in all
energy production and generation. The common denominator is to hinder new pri-
vate investment in the energy sector and minimize the value of already operating
private assets. I'm told this could be in violation of Mexico’s commitments under
both NAFTA and USMCA. Issues such as non-discriminatory treatment, minimum
standard of treatment and unlawful indirect expropriation each seem to be issues.
These regulatory abuses are an affront to the fair and equitable protections clauses
under USMCA. AMLO’s repeated false claims that natural gas and oil are not cov-
ered under USMCA, with encouragement from his legislature, are highly concerning
following the energy liberalization reforms that opened up investment partnerships
for U.S. and Western investors.

Can you state for the record whether natural gas and oil are included under
USCMA and detail for the committee the options USTR has at its disposal to ensure
interests are protected?

What options does USTR have available to counter any reprisals from Mexico if
they retaliate against companies who raise these concerns with the Mexican govern-
ment?
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How will USTR address systemic regulatory abuses by Mexican agencies toward
U.S. and Western investors in Mexico that seem to only serve to advantage Pemex
and CFE?

Will you raise this matter during your upcoming Free Trade Commission meeting
with Mexican leaders?

Answer. There is no doubt that the USMCA applies to Mexico’s energy sector; this
is very clear in the USMCA text. Mexico’s energy policies are undermining existing
investments and directly implicate several of Mexico’s USMCA obligations. I made
these points clearly to the Mexican Government during the inaugural meeting of the
USMCA Free Trade Commission on May 18th. USTR continues to analyze Mexico’s
energy measures, including recently passed legislation. I will use all dispute settle-
ment tools to fully enforce the USMCA. I am also aware that U.S. companies are
considering potential remedies under the agreement.

Question. As of this moment, the European Union, Canada, and the Biden admin-
istration have all expressed support for carbon border adjustment policies specific
to their countries. A paper published this month entitled “Trade, Firm-Delocation,
and Optimal Climate Policy” suggests that border carbon adjustments created as a
part of a “carbon club”—consisting of countries undertaking harmonized emissions
reductions—could reduce global CO, emissions by 81 percent. However, if these
same countries unilaterally imposed domestic border carbon adjustments, the global
carbon reduction would only be 3 percent of the reduction achieved under the carbon
club proposal.

Do you worry that domestic border carbon adjustments may actually create a sys-
tem where carbon reduction does not occur and instead serves solely as a tariff on
imports?

In a scenario where individual countries each possess their own domestic border
adjustment, do you worry about the ability for U.S. companies to export their goods
abroad?

How can we take advantage of global interest in decreasing carbon emissions to
create a global system that helps U.S. companies export their low-carbon goods?

Answer. I agree that the United States should seize the opportunity to support
global ambitions to lower carbon emissions, and leverage this opportunity to support
U.S. companies that export technologies, goods, and services that are low-carbon
and that will support a global shift to low-carbon economic models. I share your con-
cern that, if not designed appropriately, a border adjustment could undermine global
ambition to achieve net zero emissions. USTR is engaged with the USG interagency
and with key trading partners on these issues, to ensure that U.S. companies are
not disadvantaged in the global marketplace and measures are designed to help
achieve our environmental goals with the least disruption to efficient trade.

Question. In a speech last month, however, you stated that the trade “system
itself” creates an incentive to lower environmental standards.

Can you elaborate with some examples?

Answer. The United States designs, develops, and implements mutually sup-
portive trade and environmental policies. This includes ensuring that our trade
agreements contain strong and enforceable environment obligations. Without such
an approach, there is an incentive for companies, and governments, to seek to maxi-
mize profits while lowering costs, including through lower environmental standards.
Over time, U.S. trade agreements have included environment provisions that
evolved from cooperative to fully enforceable and subject to the same dispute settle-
ment process as other provisions in those agreements.

Question. On March 4th and 5th, the administration announced a suspension of
tariffs on the UK and the EU in connection with the ongoing WTO Boeing/Airbus
dispute for a period of 4 months (expires July 4th and July 11th). As you know, this
suspension now allows for all EU and UK distilled spirits, including Scotch and
Irish whiskey, to enter the U.S. duty-free, while our American-made whiskeys re-
main subject to a 25-percent tariff in the EU and in the UK, possibly a 50-percent
tariff in the EU by June 1st if nothing is done.

Can you help me better understand how we plan to avoid a 50-percent tariff on
our whiskey and what we’re doing to secure a level playing field for American-made
whiskey to fairly compete in our largest export markets?
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Answer. With respect to the section 232 tariffs on steel and aluminum, we have
a very significant problem in the global steel and aluminum markets that is driven
primarily by overcapacity in China and other countries, particularly in Southeast
Asia and the Middle East. The administration is working to address the market dis-
torting measures in economies that have led to overcapacity in the global steel and
aluminum industries and the resulting national security threats.

In addition to the thorough review of the section 232 measures and product and
country exclusions that is currently underway, the administration is also consulting
closely with domestic stakeholders and partners around the world that share similar
national security interests. We seek to address market distorting measures that
pose a serious threat to the U.S. steel and aluminum industries and the workers
in those industries. On May 17, 2021, the United States and the European Union
(EU) announced the start of discussions to address global steel and aluminum ex-
cess capacity and the market distortions that result from this excess capacity, and
we will be engaging intensively with the EU in the coming weeks. The EU an-
nounced its intention to temporarily suspend the planned increase in retaliatory du-
ties, including duties on American whiskey. We believe the EU’s duties are incon-
sistent with WTO rules and we are challenging them before the WTO. The adminis-
tration is committed to working with the EU and other like-minded partners to ad-
dress excess capacity, ensure the long-term viability of our steel and aluminum in-
dustries, and strengthen our democratic alliance.

For additional questions on the state of section 232 tariffs on steel and aluminum,
I would refer you to the Department of Commerce, which has the statutory lead on
section 232.

Question. The section 301 product exclusion process expired at the end of last
year, except for a small number of exclusions that were extended for products need-
ed to respond to the COVID-19 pandemic. The product exclusion process was deeply
flawed—it lacked transparency and consistency and placed significant burdens on
those wishing to apply for exclusions. Despite its flaws, the economic benefits were
important for those who were able to secure exclusions, and the relief from these
additional taxes became even more crucial during the economic recession. Allowing
the exclusions to expire and raising taxes on American businesses of all sizes during
this particularly difficult economic time should not have happened.

You recently received two bipartisan letters that were signed by over 100 House
members and 40 Senators calling for a reinstatement of a fair and transparent ex-
clusion process. Understanding that time is of the essence, can you provide us any
further update on this front?

Answer. At the request and recommendation of Senator Portman, I have com-
mitted to doing a top-to-bottom review of our China trade policy, with the goal of
making our trade policies more effective and more strategic. As part of that review,
we are looking at the China 301 tariffs and the exclusions process which provides
us with important opportunities to craft thoughtful and effective responses to Chi-
na’s unfair trade practices.

Question. 1 have been following your commentary about the future of the WTO
and the potential for the trade body to be workable with some revisions. One major
issue on the radar of the rice producers in my State, and growers of other commod-
ities around the country, are the believed WTO violations by India.

Could you look at formally filing a request for consultations and take a serious
look at filing a WTO case?

Answer. India’s agricultural trade policies are a serious concern for U.S. agricul-
tural producers. Resolving agricultural trade barriers and unfair competition are a
priority for USTR, and I am committed to ensuring trade partners live up to their
international obligations.

QUESTIONS SUBMITTED BY HON. JAMES LANKFORD

Question. Why did you not consult with Congress on your decision to support a
TRIPS waiver? Does the administration plan to submit the text of any waiver to
TRIPS that it negotiates at the WTO to Congress for approval?

Answer. In supporting a waiver of intellectual property protections for COVID-
19 vaccines, the administration is committed to pursuing a process at the World
Trade Organization (WTO) to find a solution there that is effective and practical in
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saving lives. I am committed to keeping Congress fully informed of developments
in the process in the WTO.

Question. The decision to issue a TRIPS waiver blindsided many in the United
States as well as allies like the UK, Canada, and Germany who do not want our
intellectual property going to China and other bad actors.

Have you considered how ceding our intellectual property to China allows them
to buy influence and boosts their predatory vaccine diplomacy, thereby undermining
U.S. leadership on vaccine distribution throughout the developing world?

Answer. The administration believes strongly in intellectual property (IP) protec-
tions and the importance of safeguarding American innovation from illicit acquisi-
tion. The decision to support a waiver of IP protections for COVID-19 vaccines re-
flects the extraordinary circumstances of this pandemic. We are committed to work-
ing with the World Trade Organization members and will be clear-eyed about poten-
tial risks as we enter text-based negotiations.

Question. The decision to issue a TRIPS waiver raised concerns that, in the fu-
ture, the administration would pursue additional TRIPS waivers for other vaccines
or biotechnologies, such as treatments for malaria, Alzheimer’s, or Parkinson’s that
are currently in development.

Can you commit to the American people that the administration will not pursue
a TRIPS waiver for future vaccines and biotechnologies without seeking the ap-
proval of Congress? Have you considered how this decision will adversely affect the
financing of future vaccines due to the lack of confidence in this administration to
defend American intellectual property protections?

Answer. COVID-19 is a global health crisis, and the extraordinary circumstances
of the COVID-19 pandemic call for extraordinary measures. The administration be-
lieves strongly in intellectual property (IP) protections, but in service of ending this
pandemic, supports a waiver of those protections for COVID-19 vaccines. In sup-
porting a waiver of IP protections for COVID-19 vaccines, the administration is
committed to pursuing a process at the World Trade Organization (WTO) to find a
solution there that is effective and practical in saving lives. I am committed to keep-
ing Congress fully informed of developments in the process in the WTO.

Question. The 2021 trade agenda does not indicate a desire for new free trade
agreements or to expand market access for Americans to new places. Instead, the
primary areas of focus appear to be climate change, supporting American labor, and
racial equity.

Do you believe that expanding trade opportunities benefits U.S. businesses and
their employees? If so, why is the administration opposed to pursuing new FTAs or
not making them a priority this year? Why is the administration not working on
TPP or alternative agreements with our Indo-Pacific partners, even bilaterally?

Answer. As noted in the President’s trade agenda, opening markets and reducing
trade barriers, while ensuring that U.S. businesses and workers as a whole benefit
from these efforts, will be a priority for the Biden administration. USTR is actively
engaged in discussions with our partners in the Indo-Pacific region on how we can
best work toward these aims.

Question. In your confirmation hearing, you indicated the 301 exclusion process
was “very high on your radar.” However, we have not seen any action to resume
the 301 exclusion process.

What have you done since your confirmation to get your arms around the 301 ex-
clusion process? How close are you to resuming that process and reinstating expired
exclusions? Will you commit to having a robust and fair exclusion application proc-
ess in place for American importers for the duration that the 301 tariffs are in
place?

Answer. At the request and recommendation of Senator Portman, I have com-
mitted to doing a top-to-bottom review of our China trade policy, with the goal of
making our trade policies more effective and more strategic. As part of that review,
we are looking at the China 301 tariffs and the exclusions process which provides
us with important opportunities to craft thoughtful and effective responses to Chi-
na’s unfair trade practices.

Question. On February 24, 2021, President Biden issued an executive order begin-
ning a whole-of-government review of supply chain vulnerabilities, including on crit-
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ical minerals. I believe that in order to reduce reliance on China, we must use our
Indo-Pacific partnerships to pursue a critical minerals agreement.

What have you recommended as part of that supply chain review on critical min-
erals specifically? Have you been in touch with other countries about working to-
gether to reduce reliance on China? Specifically, have you pursued conversations
with the Quad countries on an agreement to jointly develop rare earth minerals?
What is your plan to leverage our alliances, and the Quad in particular, to counter
China’s dominance in this area?

Answer. Executive Order 14017, the first report on supply chains, “Building Resil-
ient Supply Chains, Revitalizing American Manufacturing, and Fostering Broad-
Based Growth,” was released on June 8th, and one of its overall recommendations
to the President is that the United States work with allies and partners to decrease
vulnerabilities in global supply chains. Specifically, the report recommends expand-
ing multilateral diplomatic engagement on supply chain vulnerabilities, particularly
through groupings of like-minded allies such as the Quad and G7, to collectively as-
sess vulnerabilities and develop collective approaches to supply chain resilience.

Question. President Trump initiated FTA negotiations with the UK, our closest
ally and a top trading partner in Europe. The administration held five rounds of
talks in 2020 and made considerable progress towards a comprehensive FTA. How-
ever, the trade agenda for 2021 does not outline any subsequent steps that the
Biden administration plans to take to complete the U.S.-UK FTA.

Why is the administration not prioritizing completing this FTA when it is so close
to completion? Can we expect progress in the area in the coming months?

Answer. The President recently met Prime Minister Johnson and committed to
deepening and strengthening our vital economic and trading partnership. As a first
step, we agreed to move past the 16-year WTO dispute regarding aircraft subsidies.
We have agreed to suspend tariffs related to the dispute for 5 years, while retaining
flexibility for the United States to reapply tariffs if we're no longer competing on
a level playing field. We and the UK have also adopted clear statements on accept-
able support for large civil aircraft producers and a cooperative process to address
support between the parties and overcome longstanding differences. Second, the
President and Prime Minister agreed to work closely to identify and pursue opportu-
nities to deepen our already extensive trade relationship. As part of the Biden-
Harris administration’s focus on the Build Back Better agenda and supporting a
worker-centric trade policy, I am continuing my review of the objectives of the nego-
tiations with the United Kingdom that were begun under the prior administration.

Question. The price of lumber has drastically increased and is affecting housing
affordability across the United States.

Is your team working on a new softwood lumber agreement with Canada? Have
you discussed within the administration how to lower the 9 percent Canadian lum-
ber tariff?

Answer. I am closely watching the historic movement in lumber prices. I dis-
cussed softwood lumber with my Canadian counterpart in our first USMCA FTC
meeting and we agreed to keep in touch on the issue. The United States is open
to resolving our differences with Canada over softwood lumber, but it would require
addressing Canadian policies that create an uneven playing field for the U.S. indus-
try. Unfortunately, to date, Canada has not been willing to address these concerns
adequately.

Question. New Zealand has expressed a desire to improve trade ties with the
United States. Since our countries are close security and intelligence partners, I
support taking steps to bolster our economic ties and work together in countering
China.

Is the administration considering an FTA or smaller, sector-specific agreements
with New Zealand? Do you see improving trade ties with New Zealand as a priority?

Answer. The Biden administration highly values our economic and security rela-
tionship with New Zealand. We regularly engage New Zealand bilaterally, including
through our Trade and Investment Framework Agreements (TIFA), to explore ways
to expand and enhance our trade ties.

As the President has made clear, however, we will not be engaging in new trade
agreements before we make the necessary investments at home.
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Question. Mexico continues to violate the USMCA with their state-owned oil com-
pany, and recent laws favor Mexican state energy companies at the expenses of pri-
vate investment in the energy sector. It appears that permits for private-sector en-
ersgy lélzjects have been blocked, raising concerns about Mexico’s commitment to the
USMCA.

What is your plan to pursue correction action on these issues? How will you stop
the damage these measures are causing to U.S. energy companies, and ensure that
Mexico lives up to its commitments under the USMCA?

Answer. Mexico’s energy policies are undermining existing investments and di-
rectly implicate several of Mexico’s USMCA obligations. I made these points clearly
to the Mexican Government during the inaugural meeting of the USMCA Free
Trade Commission on May 18th. USTR continues to analyze Mexico’s energy meas-
ures, including recently passed legislation. I recommit to using all dispute settle-
ment tools to fully enforce the USMCA. I am also aware that U.S. companies are
considering potential remedies under the agreement.

QUESTIONS SUBMITTED BY HON. STEVE DAINES

Question. What is the current status of Chinese implementation of the Phase One
agreement’s IP provisions?

Answer. The intellectual property chapter of the Phase One agreement addresses
numerous long-standing concerns of a wide range of U.S. stakeholders, including in
the areas of trade secrets, patents, pharmaceutical-related intellectual property,
trademarks, copyrights, and geographical indications. The United States has been
closely monitoring China’s progress in implementing its commitments. In 2020,
China published a large number of draft intellectual property-related legal and reg-
ulatory measures and finalized over a dozen measures. Notably, China amended the
patent law, the copyright law, and the criminal law over the past year. However,
additional legal changes are needed and all steps toward reform will require effec-
tive implementation at the local level. In addition, China’s commitments fall short
of requiring the full range of fundamental changes needed to improve the intellec-
tual property landscape in China.

Question. What current actions is USTR taking to enforce the IP provisions in the
Phase One agreement?

Answer. The United States has been closely monitoring China’s progress in imple-
menting its numerous commitments under the Phase One agreement and has regu-
larly engaged China using the extensive consultation processes established by the
agreement to discuss China’s implementation progress and concerns that we have
as they arise.

Question. Is USTR currently tracking the number of instances of IP theft or forced
technology transfer since the Phase One agreement was signed?

Answer. USTR is continuing to engage with both U.S. stakeholders and other U.S.
government agencies to track intellectual property theft and forced technology
transfer in China.

Question. Has the administration met with or received approval from any of the
U.S. companies that currently hold IP rights to the COVID-19 vaccines about the
administrations WTO waiver proposal?

Answer. Starting in mid-April, USTR began consultations with interested parties:
labor organizations, civil society, public health advocates, public health experts both
inside and outside of the government, and also vaccine manufacturers themselves.
USTR will continue to ramp up efforts to work with the private sector and other
partners to expand vaccine manufacturing and distribution around the world.

Question. If the waiver is agreed to, what existing authorities will the administra-
tion use to acquire and share COVID-19 vaccine IP? Will the administration need
to come to Congress for any additional authorities in order to share vaccine IP?

Answer. In supporting a waiver of intellectual property protections for COVID-
19 vaccines, the administration is committed to pursuing a process at the World
Trade Organization (WTO) to find a solution there that is effective and practical in
saving lives. I am committed to keeping Congress fully informed of developments
in the process in the WTO.
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Question. Has the administration assessed whether increased U.S. production and
distribution to countries in need would provide more shots in the near term than
would that same country acquiring U.S. IP and building out the necessary infra-
structure to administer their own shots?

Answer. The top priority of the United States is saving lives and ending the pan-
demic in the United States and around the world. This includes investing in the
COVAX facility, sharing our surplus vaccine doses, and working with our inter-
national partners, such as the Quad Vaccine Partnership, to surge production and
delivery, including through efforts to achieve greater regional and local manufac-
turing capacity, in recognition of the importance of widespread vaccination against
COVID-19 to combat the pandemic and hasten economic recovery. In supporting a
waiver of intellectual property protections for COVID-19 vaccines, the administra-
tion is committed to pursuing a process at the World Trade Organization to find a
solution there that is effective and practical in saving lives.

Question. As you know, the USTR’s Chief Agricultural Negotiator is an essential
role and key to addressing market access challenges Montana farmers and ranchers
face in critical markets around the world. A nominee for this important role has yet
to be named though.

When can we expect a nominee for Chief Agricultural Negotiator to be named?

Answer. The Chief Agriculture Negotiator is a priority position for the Biden-
Harris administration. It is important that this position be filled by someone who
will put America’s farmers and farming communities first, and I look forward to
working with Congress to confirming a nominee soon.

Question. In your nomination hearing, you referenced that TPP was a “sound for-
mula” but that it’s a different world than 2015 or 2016.

What specific changes would you seek in TPP, whether provisions in USMCA or
other agreements, in order to seek to rejoin that agreement?

Answer. We are evaluating how best to ensure that provisions in our future trade
agreements be made consistent with the core principles of the President’s Trade
Agenda and the administration’s Build Back Better agenda. This includes evalu-
ating how best to craft rules of origin to benefit parties to the agreement rather
than third parties, advancing labor and environmental priorities, safeguarding
against the harmful practices of non- market economies, and adopting other innova-
tions learned through our recent experiences with USMCA, other trade negotiations,
and the pandemic.

Question. Trade Promotion Authority is set to expire in just a few months. I be-
lieve it is critical we reauthorize TPA in a prompt manner and look forward to
working with both my colleagues on this committee and you to get it done.

Will you commit to supporting and prioritizing reauthorizing TPA this year?

Answer. There are strong views on both sides of the Trade Promotion Authority
issue, and I look forward to working with this committee should you decide to ad-
vance TPA legislation. Regardless, I commit to consulting closely with members of
this committee on trade policy as long as I am USTR.

QUESTIONS SUBMITTED BY HON. ToDD YOUNG

Question. American businesses have been working tirelessly to address the domes-
tic and global health challenges from the pandemic. Innovators made careful and
considerate decisions to ensure patient safety first and foremost. Building more pro-
duction capacity is the logical next step, but your recent decision to pursue a waiver
on intellectual property protections for the COVID-19 vaccine undermines the dis-
tribution pipeline and could allow access to replicates without quality controls. We
can protect patients and also support innovation—it does not have to be one or the
other. Even more alarming, right after your statement on twitter, China’s govern-
ment controlled media said, “So—global pressure works. And I hope it does not take
forever for this to be a reality.” A survey last month conducted by Teneo Research
further showed that 60 percent of all voters opposed sharing sensitive biotech intel-
lectual property with China.

After all we know of China’s deliberate decisions to undermine the strength of
America’s economy, should we be concerned of the implications of the waiver, espe-
cially given China’s public mockery of the United States?
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How is this waiver in the best interest of the United States?

How did the administration decide to pursue waiving these intellectual property
(IP) protections?

Was an analysis completed that identified key reasons why vaccines were not pro-
duced at scale, and were IP protections identified as the contributing factor to this
issue?

Answer. The top priority of the United States is saving lives and ending the pan-
demic in the United States and around the world. In addition, the administration
believes strongly in intellectual property (IP) protections and the importance of safe-
guarding American innovation from illicit acquisition. The decision to support a
waiver of IP protections for COVID-19 vaccines reflects the extraordinary cir-
cumstances of this pandemic. We are committed to working with the World Trade
Organization members and will be clear-eyed about potential risks as we enter text-
based negotiations.

Question. Our economy is rapidly changing as new technologies constantly emerge
and businesses adapt to the changing landscape. Countries, like China, that assert
protectionist policies cause barriers that hurt customers and leave American busi-
nesses at a severe disadvantage. You affirmed this conclusion in the section 301
Special Report that placed China on the Priority Watch List and identified key
areas of immediate concern.

The USMCA and the U.S.-Japan digital trade agreement contain comprehensive
and high standards indicative of the digital age we live in. Enforcing cyber-theft
penalties, prohibiting forced data transfer, and removing localization requirements
are some provisions that increase integrity in digital trade.

How does the administration view the importance of strong digital trade provi-
sions, and how will you build on the strides made under the USMCA and U.S.-
Japan agreement?

What strategies will you employ to hold China accountable for digital trade prac-
tices that specifically target and place barriers on American businesses?

Answer. The administration recognizes the importance of the digital economy to
American jobs, prosperity and security, as well as U.S. companies’ unique competi-
tive advantages in this area. For example, every year in the last 15 years, the
United States achieved a substantial surplus for trade in ICT-enabled and poten-
tially ICT-enabled services, with that trade surplus exceeding $100 billion annually
in each of the last 6 years.

Trade rules must work to maintain and advance U.S. strengths in digital trade.
USTR will use a wide range of trade tools to address discriminatory practices that
hinder U.S. workers and firms, including practices that discriminate against U.S.
digital and technology exports.

Question. President Biden and President Moon of Korea will meet this week for
a summit here in Washington. Korea is a linchpin of any successful Indo-Pacific
strategy, but we have also seen an explosion in digital trade barriers coming out
of Korea recently that have created challenges in our bilateral trade relationship.

How are you and President Biden planning to work with your counterparts in
Seoul to rein in the protectionist measures recently taken on data flows, cloud mar-
ket access, competition, and other areas so that we can build a stronger techno-
logical alliance going forward?

Answer. We are engaging with Korea in numerous fora, primarily under KORUS
committees, to address the challenges relating to digital trade in the Korean mar-
ket.

Question. Last week, I sent you and Secretary Raimondo a letter with 17 bipar-
tisan Senators expressing concern with the June 1st scheduled increase of tariffs on
distilled spirits and wine. I understand that the European Union announced on May
17, 2021 that they would not double the tariffs while discussions are ongoing to ad-
dress global capacity issues. As you know, adverse action on the distilled spirits in-
dustry harms job creators and employees in Indiana and many other States. Many
of these jobs are located in rural communities in my State, like Borden, Lawrence-
burg, and New Albany. Further, boat manufacturers employing over 14,000 Hoo-
siers are also subject to these tariffs and would have been harmed by the subse-
quent increases. With businesses attempting to recover from the pandemic, we
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should be looking to strategies that minimize harm to industries while seeking to
hold countries accountable for adverse action that hurts American manufacturers.

Did you receive this letter?
How will you provide certainty and relief to industries affected by these tariffs?

Answer. I did receive your letter. With respect to the section 232 tariffs on steel
and aluminum, we have a very significant problem in the global steel and aluminum
markets that is driven primarily by overcapacity in China and other countries, par-
ticularly in Southeast Asia and the Middle East. The administration is working to
address the market distorting measures in economies that have led to overcapacity
in the global steel and aluminum industries and the resulting national security
threats.

In addition to the thorough review of the section 232 measures and product and
country exclusions that is currently underway, the administration is also consulting
closely with domestic stakeholders and partners around the world that share similar
national security interests. We seek to address market distorting measures that
pose a serious threat to the U.S. steel and aluminum industries and the workers
in those industries. On May 17, 2021, the United States and the European Union
(EU) announced the start of discussions to address global steel and aluminum
excesscapacity and the market distortions that result from this excess capacity, and
we will be engaging intensively with the EU in the coming weeks. The EU an-
nounced its intention to temporarily suspend the planned increase in retaliatory du-
ties, including duties on American whiskey. We believe the EU’s duties are incon-
sistent with WTO rules and we are challenging them before the WTO. The adminis-
tration is committed to working with the EU and other like-minded partners to ad-
dress excess capacity, ensure the long-term viability of our steel and aluminum in-
dustries, and strengthen our democratic alliance.

For additional questions on the state of section 232 tariffs on steel and aluminum,
I would refer you to the Department of Commerce, which has the statutory lead on
section 232.

Question. I have repeatedly heard from businesses requesting relief and certainty
in the section 301 tariff exclusion process. During this hearing, you iterated that
the administration is conducting a top-down review of the current exclusions and
subsequent process, and alluded that American businesses and Congress could ex-
pect details before December and likely in the summer. Can companies expect more
details on the administration’s section 301 exclusion process in June, or July?

Answer. At the request and recommendation of Senator Portman, I have com-
mitted to doing a top-to-bottom review of our China trade policy, with the goal of
making our trade policies more effective and more strategic. As part of that review,
we are looking at the China 301 tariffs and the exclusions process which provides
us with important opportunities to craft thoughtful and effective responses to Chi-
na’s unfair trade practices.

Question. The United States exports over $6 billion in medical devices to China.
The Chinese volume-based procurement (VBP) tendering system seriously threatens
access to this important market and could undermine the stability of U.S. exports
and American jobs. The medical device industry develops and produces these inno-
vations on American soil, and accessing the Chinese market is critical to support
this workforce.

Are you aware of the ongoing implementation of volume-based procurement in
China at both the national and provincial levels?

How will the administration plan to address this issue as part of the broader
trade agenda?

Do you believe there is an opportunity to work closely with other medical tech-
intensive countries on this critical market access issue?

Answer. USTR is closely tracking China’s implementation of its volume-based pro-
curement approach to medical devices, both at the national and provincial levels.
As the 2021 President’s Trade Agenda Report notes, one of the Biden-Harris admin-
istration’s core policy goals is to strengthen relationships with America’s allies and
friends to tackle pressing global challenges, including in the China trade policy chal-
lenges we face. USTR remains committed to confronting China’s unfair trade prac-
tices and to promoting the success of the U.S. medical devices sector.
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QUESTIONS SUBMITTED BY HON. JOHN BARRASSO

Question. The Phase One agreement negotiated by the Trump administration was
very important to American exporters. Wyoming’s farmers, ranchers, and energy
producers applauded the deal. While agriculture purchases have been positive for
U.S. agriculture exports to China, American energy exporters, services and manu-
facturing industries are still waiting for China to fulfil their commitments.

What can we do today in Congress to ensure China meets its Phase One purchase
obligations with respect to energy, services, and manufacturing? And should the
U.S. proceed with a Phase Two agreement prior to China meeting its commitments
under the Phase One deal?

Answer. China’s purchases shortfall is certainly in our sights. Not only are these
commitments important to the United States economically, they are also important
as commitments that China undertook of its own free will to make, and therefore,
we need to ensure that its promises are worth the paper that they are written on.
We will continue to make use of and push the tools that we have for the benefit
of U.S. workers, farmers, ranchers, manufacturers, service suppliers, and small
businesses.

Currently, USTR is conducting a top-to-bottom review of the U.S.-China trade re-
lationship. The results of this review will inform our thinking as to how we proceed
with regard to the possible negotiation of a further agreement with China.

Question. The WTO was formed to establish a trading system based on “open,
market-oriented policies” per the 1994 Marrakesh Agreement which established the
organization. Despite modest improvements, China’s markets are not “open.” Their
policies are not “market-oriented.” China is no longer a “developing nation” despite
its WTO status. Market-distorting subsidies, intellectual property theft, forced tech-
nology transfer, forced labor and industrial overcapacity in China aren’t anomalies.
They are the cornerstones of China’s economic policy.

Is there any reason to believe the WTO has the necessary tools to address the
challenges the world is facing with respect to China? And what WTO reforms are
needed to make it a more effective “cop on the beat” with respect to China?

Answer. USTR is currently conducting a top-to-bottom review of the U.S.-China
trade relationship, with a view toward ensuring that our trade policy supports and
complements the administration’s broader China strategy. A key focus of this effort
is on China’s non-market and unfair policies and practices that are inadequately
disciplined by the WTO. Our review is ongoing and we will share details of those
findings in the future.

Question. Chinese overcapacity of steel, aluminum, cement, chemicals, and numer-
ous other industrial inputs is part of a broader strategy to drive down prices and
put international competitors out of business. China’s rapid global expansion has
been fueled by forced technology transfers, intellectual property theft, human rights
violations and the use of forced labor. This is unacceptable and cannot continue.

Can you elaborate on how we can work with our allies to achieve lasting and
meaningful change in how China conducts business in the international markets?
And could the EU-China investment agreement impact our ability to work with our
a}l{}ies igl Europe to counter China’s manipulative market practices and human rights
abuses?

Answer. It is a priority of the Biden-Harris administration to work with allies to
take effective action to address the many challenges posed by China, including its
coercive and non-market practices and human rights abuses.

For instance, we are working on strengthening our relationships with the Euro-
pean Union and the United Kingdom, including through engaging with them to re-
solve the ongoing Boeing/Airbus dispute, and we are having constructive discussions
with these trading partners to address the problems of excess capacity in the steel
and aluminum sectors coming primarily from China. Further, as part of the admin-
istration’s effort to work with allies, we recently confirmed with our partners in the
G7 our shared commitment to address non-market policies and practices and their
harmful impact on our citizens and businesses. As a result, all have agreed to co-
operate to address non-market policies and practices that create unfair competitive
conditions, hinder the development and use of innovative technologies and under-
mine the proper functioning of international trade.

Question. American cattle producers raise some of the best beef in the world. In
the past, I have raised concerns with United States Department of Agriculture
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(USDA) about fresh beef imports from Brazil, which can carry foot and mouth dis-
ease.

Will you coordinate closely with USDA’s Animal and Plant Health Inspection
Service and the USDA’s Food Safety and Inspection Service (FSIS) to ensure that
the United States does not allow the import of meat and meat products from coun-
trie;)s that have livestock diseases that could be transmitted to our domestic indus-
try?

Answer. USTR will coordinate very closely with USDA on issues related to the
bilateral trade of fresh and frozen beef products between the United States and
Brazil, including to ensure that imports of beef from Brazil comply with relevant
U.S. sanitary and phytosanitary measures.

Question. USTR is currently working through the notice and comment process for
section 301 tariffs in response to digital service taxes in Austria, India, Italy, Spain,
Turkey, and the UK. The Treasury Department has indicated that this administra-
tion will pursue a global minimum tax through the OECD even absent the repeal
of these tax regimes targeting American companies.

Given the fact the goal of these section 301 investigations is apparently to protect
U.S. interests, is the Treasury’s global minimum tax negotiating stance working in
opposition to the USTR’s goals?

Answer. The Biden administration is seeking to resolve the digital taxation dis-
pute in the context of the multilateral effort to address base erosion and profit shift-
ing through the OECD/G20 process.

Any multilateral agreement must include both a strong international minimum
tax and a path to resolution of the issues around Digital Services Taxes (DSTs). A
higher global corporate minimum tax is central to reducing tax competition globally
and removing incentives to move profits to low tax jurisdictions. The OECD esti-
mates that governments lose $240 billion annually due to tax avoidance by multi-
national companies.

The standstill and rollback of existing unilateral tax measures, including discrimi-
natory digital services taxes, is an essential part of the OECD’s proposed frame-
work. A successful conclusion of these negotiations is thus critical to the resolution
of the issues raised in the section 301 investigations.

Question. Canada and Mexico are our largest energy export partners, and the
United States-Mexico-Canada Agreement (USMCA) recognized that fact and encour-
aged trade flows and investments in energy between the three countries. Over the
past year, the Mexican government has heavily tilted market rules to favor state-
run enterprises over private companies. These actions against American companies
run contrary to several commitments Mexico made in signing the USMCA. What ac-
tions have you taken, or do you plan on taking, to ensure that Mexico lives up to
its commitment under the USMCA?

Answer. Mexico’s energy policies are undermining existing investments and di-
rectly implicate several of Mexico’s USMCA obligations. I made these points clearly
to the Mexican government during the inaugural meeting of the USMCA Free Trade
Commission on May 18th. USTR continues to analyze Mexico’s energy measures, in-
cluding recently passed legislation. I will use all dispute settlement tools to fully en-
force the USMCA. I am also aware that U.S. companies are considering potential
remedies under the agreement.

Question. American cattle producers are responsible stewards of pasture and
rangelands, who sequester carbon while producing a premium product on land that
is not suitable for growing other food products. As we enter fire season, it is impor-
tant to emphasize that livestock grazing can be used as a tool to lower wildfire risk
by controlling the amount, height, and distribution of grasses and forage that fuel
wildfires. Additionally, our natural landscape allows cattle producers to graze live-
stock without deforesting, and EPA data shows that direct greenhouse gas emissions
from beef cattle only represent 2 percent of greenhouse gas in the U.S.

As the United States engages in global forums, will USTR continue to advocate
for science-based trade and highlight the safe, efficient, and sustainable production
practices of U.S. cattle producers as part of the solution to address climate concerns?

Answer. Through our active engagement in global forums, including the World
Trade Organization (WTO) Committee on Sanitary and Phytosanitary Measures
(SPS Committee), USTR will continue to support and defend science-based trade
while promoting our safe, efficient, and sustainable production practices.
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PREPARED STATEMENT OF HON. RON WYDEN,
A U.S. SENATOR FROM OREGON

This morning the Finance Committee welcomes U.S. Trade Representative Tai for
our annual hearing on the president’s trade agenda. In 2021, just about every major
trade policy needs to be based on a straightforward agenda: out-competing China
for jobs and economic growth. The reality is, too often, the Chinese Government has
feasted on weaknesses in the global trading system to the disadvantage of American
workers.

The Finance Committee examined many of the key issues in a hearing last
month. American factories and plants have shut down because of unfair subsidies
and overproduction in China. American websites and digital service providers are
blocked by the Great Firewall, and they watch as homegrown Chinese firms rip off
their ideas and grow into tech giants intolerant of free speech. American workers
cannot and must not ever have to compete against forced labor, which is an atrocity
on its own regardless of what it means for international trade.

Bottom line, the U.S. has been playing catch-up ball in the competition with
China for too long. It's going to take higher standards and stronger enforcement
policies that move faster to protect American jobs and businesses. The old, slower
approach—one that responds to China’s rip-offs long after the damage is done—
clearly hasn’t worked.

This committee is working on bipartisan legislation addressing these challenges
directly. There will be progress on that bill to announce in the days ahead, and I'm
looking forward to discussing these issues with Ambassador Tai today.

Apropos of showing what tough, quick-moving trade enforcement looks like in
practice, there are two brand new examples making news this week. The AFL-CIO
announced Monday that it was bringing forward the first major complaint dealing
with labor rights under the new USMCA rapid response mechanism. And as Ambas-
sador Tai will tell us about shortly, USTR announced just this morning that it has
self-initiated the first rapid response action to protect workers’ rights to organize
and collectively bargain. Senator Brown and I proposed this new system because the
Trump administration’s new NAFTA deal wasn’t strong enough on enforcement to
protect American jobs.

The new petition and action announced this week are taking on classic labor vio-
lations in Mexico, such as firing or harassing workers who try to organize, and fail-
ing to ensure a legitimate vote on bargaining agreements. That sort of abuse be-
comes a threat to workers everywhere, including in Oregon and across the country,
because it perpetuates the race to the bottom on worker rights. This is a new ap-
proach and a new day for labor rights enforcement. The committee will have ques-
tions on this issue today, as well as other areas of USMCA implementation.

USTR is also going to be leading negotiations dealing with intellectual property
and the COVID-19 vaccines. Entering negotiations on an IP waiver was the right
decision. The Biden administration is working hard to get shots into arms across
America, and COVID-19 cases are dropping. However, new coronavirus variants
will still pose a danger to Americans as long as there are terrible outbreaks around
the world.

My view is, our system ought to include IP protections and exceptions that pro-
mote the common good, and it’s unquestionably in the common good to squash this
virus as quickly as possible all around the world.

The waiver negotiations are one important step, but the waiver alone will not
unlock a vaccination miracle. There’s a lot more to this challenge. That includes
manufacturing capacity. It includes building out supply chains. It could also include
helping make sure other countries can afford the vaccine.

So there’s a lot for the committee and Ambassador Tai to discuss today on a wide
range of topics. Again I'd like to welcome Ambassador Tai to the committee. I look
forward to hearing her testimony and Q&A.
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The American Chemistry Council (ACC) appreciates the opportunity to provide a
statement for the record regarding the May 12—-13 hearings on the 2021 U.S. Trade
Policy Agenda at the Senate Finance and House Ways and Means Committees.
These hearings were important opportunities for ACC to hear Ambassador Tai fur-
ther define the Biden Administration’s vision for U.S. trade policy and learn how
the business of chemistry can contribute to and benefit from that vision.They also
shined a spotlight on the impact of past U.S. trade policy on the U.S. economy, U.S.
manufacturing competitiveness, and the international trading system.

In our view, a smarter U.S. trade policy tied to competitiveness can better serve the
U.S. economy, workers, businesses, families, consumers, and communities achieve a
healthier, safer, more secure, and more just society. For our statement, ACC would
like to provide our 2021 Trade Policy Priorities, which are outlined below. These pri-
orities contain five imperatives for immediate action:

1. Open new markets for U.S. exports of innovative chemicals and plastics;

2. Deliver much-needed tariff relief to American businesses and consumers;

3. Reduce and prevent non-tariff barriers to trade through greater regulatory
cooperation in key regions and markets;

4. Cultivate resilient and strategically integrated global supply chains, particu-
larly with key trading partners; and

5. Modernize the World Trade Organization (WTO) and the rules-based inter-
national trading system.

Within imperative 2 on tariff relief, ACC urges the Congress to pass the Miscella-
neous Tariff Bill (MTB) as soon as possible with meaningful retroactivity and renew
the Generalized System of Preferences (GSP) program. In that regard, we are en-
couraged by Senate Finance Chairman Wyden’s release of the “Trade Preferences
and American Manufacturing Competitiveness Act” on May 18th and will work
closely with the Congress to secure its passage and enactment.

We also urge the Congress to request that Ambassador Tai launch a new product
exclusion process for the Section 301 additional tariffs on imports from China BE-
FORE the conclusion of the top-to-bottom review of U.S. trade policy concerning
China. U.S. chemical manufacturers would appreciate the opportunity to seek exclu-
sions from these tariffs. With this tariff relief, they will be able to create high-pay-
ing and high-skilled jobs, expand production, make supply chains more resilient,
and contribute to the broad and sustainable revival of the U.S. economy.

ACC TRADE POLICY PRIORITIES
2021
Smart Trade Policy to Enhance U.S. Chemical Industry Competitiveness,
and Achieve a Healthier, Safer, More Secure, and More Just Society.
Industry Profile

The business of chemistry is a $565 billion enterprise in the United States, directly
employing over a half a million workers and indirectly supporting over 4 million
jobs in other industries. Our industry plays an important role in many elements of
the Biden Administration agenda. For example, we are:

97)
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e Developing innovations and technologies critical to combating climate change
and making our world more sustainable;

e Manufacturing goods and inputs necessary for combatting the COVID-19 pan-
demic and a range of United Nations Sustainable Development Goals (SDGs);

e Increasing investments in manufacturing in the United States and growing
jobs;

e Fostering inclusiveness and diversity in our industry, which relies on a highly
skilled, educated, and well-paid workforce; and

e Scaling up advanced recycling technologies to convert hard-to-recycle plastics
into feedstocks for manufacturing, which increases circularity by putting used
plastics back to work and keeping them out of the environment.

U.S. Chemical Manufacturing is Part of the Solution to
a Lower-Emissions, Economically Strong Future
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ACC Trade Policy Vision

U.S. chemical manufacturers share the U.S. Administration’s vision for a trade pol-
icy that benefits all Americans by:

e Accelerating a wide-scale, equitable recovery from the devastation of the
COVID-19 pandemic, and supporting American workers and businesses that
may experience supply chain shocks caused by future public health crises;

e Fostering innovation in sustainable materials, products, and technologies to re-
duce emissions and increase energy efficiency;

o Mobilizing every segment of society to fight climate change; and

e Achieving tangible progress in improving the social, environmental, and eco-
nomic health of underserved communities around the globe.

Our industry’s ability to contribute to this vision depends on a robust partnership
with the U.S. Administration on:

e Incentivizing investment in U.S. chemicals production capacity to enhance com-
petitiveness and spur new jobs, economic growth, and innovation;

o Cultivating resilient and strategically integrated global supply chains that help
keep business costs low, workers’ wages high, and essential products readily
available;

e Facilitating imports of intermediate inputs that enhance U.S. manufacturing
processes and strengthen our industry’s competitive advantage; and

e Boosting exports of innovative chemicals and plastics products that are the
foundation of sustainable materials, products, and technologies.

5 Imperatives for Immediate Action

To maximize the U.S. chemical industry’s ability to support the Biden Trade Policy
Agenda, ACC and our coalition partners throughout the value chain are advocating
for the U.S. Administration to:

1. Open new markets for U.S. exports of innovative chemicals and plastics;

2. Deliver much-needed tariff relief to U.S. businesses and consumers;

3. Reduce and prevent non-tariff barriers to trade through greater regulatory
cooperation in key regions and markets;

4. Cultivate resilient and strategically integrated global supply chains, particu-
larly with key trading partners; and
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5. Modernize the World Trade Organization (WTO) and the rules-based inter-
national trading system.

(1) Creating New Market Access

Identify and open new growth markets for exports of innovative U.S. chemi-
cals and plastics, and negotiate to reduce or eliminate tariffs.

e Open new export destinations for U.S.-made chemicals and plastics through bi-
lateral, regional, plurilateral, and multilateral agreements and negotiations, in-
cluding by:

o Continuing and concluding ongoing free trade agreement negotiations;

©o Reaching a China Phase 2 trade deal that repeals additional U.S. tariffs
and China’s retaliatory tariffs, and lowers China’s most-favored-nation
(MFN) tariffs;

o Entering into new free trade agreement negotiations with key trading part-
ners and emerging markets;

o Exploring entry into existing regional agreements such as the Comprehen-
sive and Progressive Trans-Pacific Partnership;

o Pursuing accessions to the World Trade Organization (WTO) Chemical Tar-
iff Harmonization Agreement (CTHA); and

© Pursuing focused tariff elimination with key trading partners and emerg-
ing markets wherever possible.

(2) Tariff Review, Reform, Relief, and Avoidance

Fully and transparently assess economic and social impact of U.S. addi-
tional tariffs to facilitate their repeal; lift retaliatory tariffs; and achieve a
collective de-escalation of tariff wars.

e Launch a U.S. International Trade Commission (USITC) or Government Ac-
countability Office (GAO) study on the impact of additional tariffs—under Sec-
tion 301, Section 232, and Section 201—on the U.S. economy;

e Pursue common-sense reform of Section 301 and Section 232 to make their use
more transparent, more strategic, and less burdensome on critical industries
that use imports to enhance their competitiveness;

e Seek concessions from trading partners or alternative approaches to addressing
problems that would enable full repeal of Section 301 and Section 232 tariffs;

e Exclude products from the Section 301 tariffs if those products also receive
MFN duty suspensions or reductions under the Miscellaneous Tariff Bill (MTB);

e Suspend MFN and Section 301 tariffs on COVID-19 essential goods and input
as identified by the USITC;

e Pursue full reauthorization of MTB with retroactivity as well as renewal of the
Generalized System of Preferences (GSP);

e Eliminate tariffs on chemicals that support the manufacturing of goods essen-
tial to combating climate change and addressing other sustainable development
goals (e.g., clean water, energy efficiency, food safety, and food security); and

e Avoid imposing further additional tariffs on imports of chemicals, and avoid in-
viting retaliation by U.S. trading partners on U.S. exports of chemicals.

(8) Addressing Non-Tariff Barriers

Resolve existing trade barriers, and prevent future ones, by incorporating
and enforcing regulatory cooperation provisions in both current and future
trade agreements.

e Fully implement all provisions of the United-States-Mexico- Canada Agreement
(USMCA), paying particular attention to the provisions on regulatory coopera-
tion for chemical substances, technical barriers to trade, good regulatory prac-
tices, the Rules of Origin (ROO) for chemical substances, trade facilitation, dig-
ital trade, and marine litter provisions;

© Continuously identify improvements to USMCA in advance of its six-year
review in 2026;

e Ensure trade negotiations achieve greater regulatory cooperation between the
United States and priority trading partners (e.g., United Kingdom, European
Union, Brazil, India, China, and Republic of Korea) and emerging markets (e.g.,
Argentina, Colombia, Philippines, Thailand, and Vietnam);

e Ensure U.S. trading partners abide by their transparency commitments in
FTAs and at the WTO;

e Reinforce Asia-Pacific Economic Cooperation (APEC) work on regulatory co-
operation and good regulatory practices (within the Chemical Dialogue and
across APEC fora); and



100

Support effective dispute settlement in trade agreements, including through in-
vestor-state dispute settlement provisions.

(4) Building Resilient Supply Chains

Cultivate resilient and strategically integrated global supply chains that
help keep business costs low, workers’ wages high, and essential products
readily available.

Refocus U.S. efforts toward making supply chains more resilient, including

through greater cooperation with allies;

Prioritize intermediate inputs neither made in the United States nor made in

sufficient quantity/quality, and with necessary access to customer markets;

Collaboratively identify and assess exogenous shocks to supply chains of con-

cern to the chemical industry and potential impacts on downstream industries;

Identify opportunities in key customer industries that support increased market

base for U.S. producers;

Identify and establish appropriate incentives for U.S. chemical manufacturers

to continue to invest in manufacturing in the United States. Incentives could

include:

o Tax credits and abatements;

o Expedited permitting for plant construction or upgrading;

© Timely review and approval of new chemistries under the U.S. Toxic Sub-
stances Control Act (TSCA);

Programs to educate the workforce in response to industry needs;

Facilitation of high skilled immigration;

Access to worker training/retraining programs;

Public-private partnerships for research and development of new materials

and technologies;

o Potential cost-shared grants to support domestic capital investments for
key upstream materials, including chemical inputs, as well as infrastruc-
ture;

© Low-interest loans that support critical mineral mine development,;

© Funding to support new downstream industry development if new on-shore
supply of critical minerals comes online; and

o Relief/insurance for domestic supply chain disruptions, e.g., hurricanes,
wildfires, and winter storms.

(5) WTO Modernization

Modernize the World Trade Organization and the rules-based international
trading system to protect, promote, and enforce free and fair trade around
the globe.

Facilitate update of WTO dispute settlement process by identifying and pro-
moting a package of reforms that can generate consensus within WTO member-
ship on restoring Appellate Body;
Advance negotiations on digital trade and investment facilitation;
Enhance WTO operational/procedural transparency and stakeholder engage-
ment, with:
© Full notification of proposed and final measures; and
© Greater opportunities for chemical industry stakeholder input and partici-
pation in WTO meetings and events.
Explore how trade relates to climate change, circular economy, plastic pollution,
biodiversity, fossil fuel subsidies, decarbonizing supply chains, and carbon bor-
der adjustment;
Ensure regulatory cooperation is an integral part of WTO modernization;
Seek tariff elimination/reduction for chemicals via appropriate mechanisms,
such as:
© Accessions to Chemical Tariff Harmonization Agreement (e.g., Argentina,
Brazil, Chile, Colombia, select ASEANSs); and
© Plurilateral initiatives on sustainable materials and environmental goods.
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The American Farm Bureau Federation, the nation’s largest general farm organiza-
tion, submits this statement for the Senate Committee hearing on the President’s
2021 trade policy agenda. Trade is critically important to the current welfare and
future prosperity of U.S. farmers and ranchers. America’s farmers and ranchers de-
pend on growing and stable export markets for the success of their businesses.

U.S.-China Phase 1 Agreement

The U.S.-China Phase 1 Agreement has and will continue to result in real progress
toward a mutually beneficial trade relationship. We are already seeing positive re-
sults for agricultural trade and substantial progress in the removal of barriers that
impact the competitiveness of U.S. products in this important market. In the Phase
1 Agreement, China committed to increase purchases of U.S. agricultural products
by %2 billion over two years. Working from the 2017 baseline of $24 billion, China
has agreed to purchase no less than an additional $12.5 billion of U.S. farm and
ranch goods in calendar year 2020 and no less than $19.5 billion in calendar year
2021. Over the first two years of the Agreement, China is expected to purchase a
total of $80 billion of U.S. agricultural products. For 2020, China purchased over
$27 billion of U.S. agricultural products.

Chinese purchases of soybeans, corn, wheat, sorghum, beef, pork and other products
are strongly improving, driving up demand—and prices—for these goods.

China has also been meeting the commitments they made to improve and reform
many standards in the Agreement. Longstanding barriers to the export of U.S. beef,
pork, poultry and other products have been or are being resolved, pursuant to the
Agreement. An improved process for biotechnology product approvals by China is
also being addressed. As these barriers go down, the opportunity for increased U.S.
commodity sales goes up.

Also helping our sales growth is China’s granting, upon application by importers,
waivers of their retaliatory tariffs on U.S. agricultural products, which were put in
place in 2018 and 2019, with direct, substantial impacts on agricultural sales.

The Biden Administration is conducting an overall review of relations with China,
U.S. agriculture’s number one export destination. As such, an ongoing trade rela-
tionship with China is critical for U.S. farmers and ranchers.

U.S.-Mexico-Canada Agreement

The USMCA went into force on July 1, 2020. The implementation of expanded ac-
cess for U.S. dairy products by Canada through the new tariff-rate quotas is of im-
portance and concern to our dairy producers and needs to be resolved. Concerns
about agricultural trade with Mexico include the approval process for biotech prod-
ucts, dairy product labeling and the country’s ban on glyphosate beginning in 2024.

U.S.-U.K. Negotiations

Five rounds of comprehensive negotiations have been completed. With the negotia-
tions on food safety focused on U.S. standards for chicken, beef and pork, the U.K.
needs to recognize the science-based approach of the U.S. We support continuing the
negotiations toward a trade agreement with the United Kingdom.

U.S.-European Union

The U.S. has imposed $7.5 billion in WTO-authorized tariffs from the Boeing-Airbus
dispute on various EU products. The EU recently added $4 billion in authorized tar-
iffs on U.S. imports, including agricultural products such as cheeses, wine, tobacco,
spirits, wheat and other goods. We are encouraged by the four-month tariff suspen-
sionffand support a resolution of the underlying dispute and an end to the retaliatory
tariffs.

Retaliatory tariffs imposed on U.S. agricultural products by the EU due to steel and
aluminum tariffs are a continuing issue that needs to be resolved.

U.S.-Japan Agreement

The U.S.-Japan Trade Agreement went into effect on January 1, 2020. The tariffs
applied to U.S. products are now the same as those applied to the products of the
other countries with a trade agreement with Japan. Tariffs are being reduced or
eliminated on a variety of U.S. agricultural exports to Japan. The U.S. and Japan
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should continue talks on the remaining issues, such as SPS rules, that would lead
to a comprehensive FTA between the U.S. and Japan. Also, rice and some dairy
products were not covered in the agreement.

U.S.-Kenya

The trade negotiations with the Republic of Kenya offer the opportunity for a trade
relationship with a nation that has growth potential for U.S. agricultural exports.
The ambitious effort also sets the precedent for future discussions with other na-
tions in the region. Eliminating and lowering tariffs, improving science-based sani-
tary standards, addressing the products of biotechnology and recognizing the com-
mon names for food products, not restrictive EU-style geographic indications, will
allow for continued growth of agricultural trade in Kenya. The U.S. exported $53
million in agricultural products to Kenya in calendar year 2020.

Trade Promotion Authority

The current Bipartisan Congressional Trade Priorities and Accountability Act of
2015 (Trade Promotion Authority) ends on July 1, 2021. Farm Bureau recognizes
the crucial importance of Trade Promotion Authority and supports its extension or
reauthorization. The negotiating objectives set by Congress, the consultation re-
quirements of the Administration with Congress and the voting procedures estab-
lished under TPA are important to the successful negotiation and conclusion of
trade discussions.

Seasonal Produce Investigations

On September 1, 2020, USTR, USDA and Commerce released a plan of future ac-
tions that includes investigations and assistance for the seasonal produce industry
related to the impacts of increased seasonal imports.

The U.S. International Trade Commission (USITC) has begun a Section 332 inves-
tigation into imports of strawberries and bell peppers. Investigations under this sec-
tion are fact-finding only. Investigations have also begun for squash and cucumber
imports. A recently concluded investigation into blueberry imports resulted in no ac-
tion by the ITC.

Farm Bureau submitted comments to the USITC on the blueberry and strawberry
investigations and on the cucumber and squash investigation. We encourage USTR
to continue to engage on U.S. produce growers’ concerns about imports of seasonal
produce.

World Trade Organization

The Biden Administration will need to deal with various WTO reform issues such
as the operation of the Appellate Body. The discussions on agriculture before the
next Ministerial meeting require the engagement of USTR. We support working to-
ward increased transparency through an improved notifications process. We do not
support discussion of subsidy levels without a full discussion of market access initia-
tives.

As Congress considers future discussions with the nations that are our most impor-
tant export destinations, and those that have the potential to grow in importance,
we ask you to consider the opportunities to expand agricultural exports to the ben-
efit of U.S. farmers and ranchers.

AMERICANS FOR FREE TRADE

May 26, 2021

The Honorable Ron Wyden The Honorable Mike Crapo
Chairman Ranking Member

U.S. Senate U.S. Senate

Committee on Finance Committee on Finance
Washington, DC 20510 Washington, DC 20510

The Honorable Richard Neal The Honorable Kevin Brady
Chairman Ranking Member

House Ways and Means Committee House Ways and Means Committee
Washington, DC 20515 Washington, DC 20515

Dear Chairman Wyden, Ranking Member Crapo, Chairman Neal, and Ranking
Member Brady,
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The Americans for Free Trade coalition, a broad alliance of American businesses,
trade organizations, and workers united against tariffs, respectfully submits this
written statement to include in the public record of the Senate Finance Committee
and House Ways and Means Committee’s 2021 Trade Policy Agenda hearings, which
took place on May 12 and 13, respectfully. We appreciate the Committees holding
hearings on this important matter.

By way of background, Americans for Free Trade represents every part of the U.S.
economy including manufacturers, farmers and agribusinesses, retailers, technology
companies, service suppliers, natural gas and oil companies, importers, exporters,
and other supply chain stakeholders. Collectively, we employ tens of millions of
Americans through our vast supply chains.

As the Administration and Congress continue focusing on the U.S. economic recov-
ery from the pandemic, a strategic trade agenda is a key element in ensuring this
recovery succeeds. A robust economic recovery requires the U.S. to create and ex-
pand import and export opportunities for American businesses to reach new mar-
kets, create jobs here at home, and compete globally. It also requires the U.S. to
craft a defined China policy that addresses unfair trading practices but removes ill-
conceived tariffs that continue to harm all American businesses whether they are
importing inputs to manufacture products domestically or finished goods. To date
the U.S. has collected over $87 billion in tariffs, which are taxes paid by U.S. im-
porters. In other words, these tariffs are paid by Americans, not China. They have
caused significant financial hardship for U.S. businesses, the millions of workers
they employ, and the millions of American consumers they serve. At the same time,
they have failed to effectively address China’s unfair trading practices.

We appreciate that several members of the Committees inquired about the status
of USTR’s China review during the hearings. The China review is of critical impor-
tance and must be a top priority for the Administration. The tariffs continue to
cause economic harm to businesses both small and large across the country, as well
as to American consumers and workers who bear the downstream impacts of these
tariffs. In fact, Moody’s Investor Services just released a new report finding that
the tariffs “hit American businesses and consumers hardest,” with China
absorbing only 7.6 percent of the tariffs “while the rest of the tab was
picked up by Americans.” Any delay in reviewing the China trade policy means
delaying relief to these Americans—the same Americans whom Congress worked so
hard to support in multiple major pieces of pandemic legislation.

We also appreciate that the Administration plans to review the section 301 tariffs
on products from China as part of its “top-to-bottom” review and applaud it for
wanting to take a thoughtful and deliberate approach. It is critical that this review
begin immediately and identify a clear timeline for the review’s completion. This re-
view must also include a determination as to whether the tariffs are achieving the
stated objective of changing China’s policies and behavior and whether they provide
any actual leverage in negotiations.

Unfortunately, the tariffs continue to cause economic harm to businesses both small
and large across the country, as well as to American consumers and workers who
bear the downstream impacts of these tariffs. Any delay in reviewing the China
trade policy means delaying relief to these Americans—the same Americans whom
Congress worked so hard to support in multiple major pieces of pandemic legisla-
tion. Time is of the essence.

This is why we support the Administration launching a new product exclusion proc-
ess sooner rather than later. We are therefore deeply concerned that the Adminis-
tration will not decide on whether to resume the exclusions process until it com-
pletes its overall China review. Reinstatement of a product exclusion process to pro-
vide targeted relief to Americans can happen while this review is ongoing. We
strongly encourage the Committees to urge the Administration to imme-
diately reinstate a product exclusion process and to reinstate all product
exclusions that expired in 2020.

Furthermore, the previous section 301 product exclusion process had significant
flaws, and we agree it needs improvement. We also appreciate that the Administra-
tion is interested in stakeholder feedback to better understand the shortcomings of
the previous process. However, we are concerned that during the hearing, the Ad-
ministration offered no timeline regarding when this stakeholder engagement might
take place or when the broader review might be concluded.We support the Adminis-
tration reaching out to stakeholders to solicit feedback on the exclusions process,
and such stakeholder engagement should include American companies impacted by
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the tariffs. However, ample feedback has been provided to the Administration over
the last several years identifying transparency, consistency, and fairness issues with
the previous process, and we believe this outreach should not delay instituting a tar-
geted process for providing relief to American businesses.

As the Administration and Congress continue to focus on the economic recovery
from the COVID-19 pandemic, lifting the section 301 tariffs on products from China
is a simple, straightforward way to provide an economic boost to American families,
American workers, and American businesses and to help ensure a successful eco-
nomic recovery. It is also an important step to repairing relationships with U.S.
trading partners and allies and restoring our standing on the world stage.

We appreciate the Committees’ continued engagement on these important issues
and urge it to continue weighing in with the Administration to ensure that destruc-
tive tariffs are lifted, and that a new and more effective approach to addressing Chi-
na’s unfair trading practices is adopted. We thank the Committees for holding these

hearings and look forward to working with you on these important issues.

Sincerely,

Accessories Council

ACT | The App Association

Agriculture Transportation Coalition
(AgTC)

ALMA, International (Association of
Loudspeaker Manufacturing and
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American Apparel and Footwear
Association (AAFA)

American Association of Exporters and
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American Bakers Association
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American Chemistry Council

American Down and Feather Council
American Fly Fishing Trade Association
American Home Furnishings Alliance

American Lighting Association
American Petroleum Institute
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American Rental Association

American Specialty Toy Retailing
Association
American Wind Energy Association

Arizona Technology Council
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Association

Association For Creative Industries

Association for PRINT Technologies

Association of American Publishers

Association of Equipment Manufacturers
(AEM)

Association of Home Appliance
Manufacturers

Auto Care Association

Beer Institute
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Global Business Alliance

California Retailers Association
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Coalition of Services Industries (CSI)

Colorado Retail Council
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Forwarders Assn.
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Association (CCIA)
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Association (CompTIA)

Consumer Brands Association
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Council of Fashion Designers of America
(CFDA)

CropLife America

Customs Brokers and Freight
Forwarders Assn. of Washington State

Customs Brokers and Freight
Forwarders of Northern California

Distilled Spirits Council of the United
States

Electronic Transactions Association
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Association
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(FASA)
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Association

Flexible Packaging Association
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Footwear Distributors and Retailers of
America (FDRA)

Fragrance Creators Association
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Gemini Shippers Association
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Global Chamber®
Global Cold Chain Alliance
Greeting Card Association

Halloween Industry Association
Home Fashion Products Association
Home Furnishings Association

Household and Commercial Products
Association

Idaho Retailers Association

Illinois Retail Merchants Association

Independent Office Products and
Furniture Dealers Association
(IOPFDA)

Indiana Retail Council

Information Technology Industry Council
(ITID)

International Association of Amusement
Parks and Attractions (IAAPA)

International Bottled Water Association
(IBWA)

International Foodservice Distributors
Association

International Housewares Association

International Warehouse and Logistics
Association

International Wood Products Association

Internet Association

ISSA—The Worldwide Cleaning Industry
Association

Jeweler’s Vigilance Committee

Juice Products Association (JPA)

Juvenile Products Manufacturers
Association

Leather and Hide Council of America

Licensing Industry Merchandisers’
Association

Los Angeles Customs Brokers and
Freight Forwarders Assn.

Louisiana Retailers Association

Maine Grocers and Food Producers
Association

Maine Lobster Dealers’ Association

Maritime Exchange for the Delaware
River and Bay

Maryland Retailers Association

Methanol Institute
Michigan Chemistry Council
Michigan Retailers Association

Minnesota Retailers Association

Missouri Retailers Association

Motor and Equipment Manufacturers
Association

Motorcycle Industry Council

RISE (Responsible Industry for a Sound
Environment)

National Association of Chain Drug
Stores (NACDS)

National Association of Chemical
Distributors (NACD)

National Association of Foreign-Trade
Zones (NAFTZ)

National Association of Home Builders

National Association of Music Merchants

National Association of Printing Ink
Manufacturers

National Association of Trailer
Manufacturers (NATM)

National Confectioners Association

National Council of Chain Restaurants

National Customs Brokers and Freight
Forwarders Association of America

National Electrical Manufacturers
Association (NEMA)
National Fisheries Institute

National Foreign Trade Council National
Grocers Association

National Lumber and Building Material
Dealers Association

National Marine Manufacturers
Association

National Restaurant Association

National Retail Federation

National Ski and Snowboard Retailers
Association

National Sporting Goods Association

Natural Products Association

New Jersey Retail Merchants Association

North American Association of Uniform
Manufacturers and Distributors
(NAUMD)

North Carolina Retail Merchants
Association

Ohio Council of Retail Merchants

Outdoor Industry Association

Pacific Coast Council of Customs Brokers

and Freight Forwarders Assns. Inc.
Pennsylvania Retailers’ Association
PeopleforBikes

Personal Care Products Council
Pet Industry Joint Advisory Council

Petroleum Equipment and Services
Association

Plumbing Manufacturers International

Power Tool Institute (PTI)

Promotional Products Association
International

Recreational Off-Highway Vehicle
Association

Retail Association of Maine

Retail Council of New York State

Retail Industry Leaders Association
Retailers Association of Massachusetts
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San Diego Customs Brokers and Texas Water Infrastructure Network
Forwarders Assn.
SEMI The Airforwarders Association
Segrsl%%nductor Industry Association The Fertilizer Institute
Snowsports Industries America The Hardwood Federation
Society of Chemical Manufacturers and  The Toy Association
Affiliates
Software and Information Industry The Vinyl Institute
Association (SITA)
South Dakota Retailers Association Travel Goods Association

Specialty Equipment Market Association Truck and Engine Manufacturers
Association (EMA)

Specialty Vehicle Institute of America United States Council for International
Business

Sports and Fitness Industry Association = United States Fashion Industry
Association

TechNet U.S. Global Value Chain Coalition

Telecommunications Industry Association U.S.-China Business Council
(TIA)

Texas Retailers Association Washington Retail Association
Virginia Retail Merchants Association Window and Door Manufacturers
Association
Virginia-DC District Export Council World Pet Association, Inc. (WPA)
(VA-DC DEC)

ASSOCIATION OF EQUIPMENT MANUFACTURERS
1300 I Street, NW, Suite 520 West
Washington, DC 20005-3314
T: 202-898-9064
hittps: | lwww.aem.org/

Thank you, Chairman Wyden, Ranking Member Crapo, and members of the Com-
mittee, for the opportunity to offer the views of the U.S. equipment manufacturing
industry on the important topics you are examining today.

The Association of Equipment Manufacturers represents more than 1,000-member
companies manufacturing equipment and providing services for the agriculture, con-
struction, utility, mining and forestry sectors worldwide. Our industry supports 2.8
million jobs across all 50 states, representing 12 percent of all manufacturing jobs
in America, and contributes $288 billion a year to the U.S. economy.

With nearly 30% of equipment manufactured in the United States destined for export,
our industry depends on policies that reduce global trade and investment barriers
and promote an open, transparent, and nondiscriminatory rules-based trading sys-
tem.

In today’s global economy, U.S. equipment manufacturers rely on international sup-
ply chains to source critical components not manufactured in sufficient quantity or
quality domestically. Starting in 2018, many critical manufacturing inputs have
been subject to Section 232 steel and aluminum tariffs and Section 301 tariffs on
goods imported from China. These tariffs and the retaliatory countermeasures by
many of our trading partners have significantly driven up costs for U.S. equipment
manufacturers, particularly as it relates to the costs of steel.

Domestic steel prices have risen more than 160% since August of last year, while de-
livery times have increased to a point where manufacturing operations are facing
mounting delays. Throughout the industry, manufacturers are halting production as
they wait for additional components and steel to arrive. Lead times have gone from
3 months to 8 months and surcharges ranging from 2%—5% for end-delivery of equip-
ment are now commonplace. These stoppages and surcharges hurt U.S. employment
as shifts and work hours are reduced, and U.S. agricultural producers and end-users
of construction equipment are now forced to pay additional costs for domestically
produced equipment.

Domestic steel mills are purposefully not increasing capacity to meet customer de-

mand to keep prices artificially high. This has resulted in a huge price difference

between U.S. steel and steel available on the global market, undermining our na-

‘(ciional manufacturing base and jeopardizing family-sustaining jobs in the steel in-
ustry.
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The Biden-Harris administration must address this de facto competitive advantage
enjoyed by our foreign competitors by reducing or removing the Section 232 tariffs
on steel, particularly from our close trading partners and allies. As long as these
tariffs remain in place, they will continue to undermine American workers and sig-
nificantly undermine U.S. equipment manufacturers’ competitiveness in the global
economy. The Biden-Harris administration should instead bolster American manu-
facturing strength, strengthen our nation’s global competitiveness, and increase ex-
ports of U.S. goods and services.

The Biden-Harris administration must request—and Congress must grant—Trade
Promotion Authority and should work closely with Congress on new high-standard
free-trade agreements that provide increased market access for U.S. goods and serv-
ices, confer originating status on remanufactured products, ensure customs proce-
dures are transparent, predicable, and consistent, and guarantee intellectual prop-
erty protections.

As the U.S. economy begins to recover from the COVID-19 pandemic and the eco-
nomic crisis, the United States must rebuild our manufacturing base. Opening up
new markets for American made products must be a priority. Failing to renew Trade
Promotion Authority sends a clear signal to our global competitors that America is
not open for business, and only incentivizes customers in other markets to buy their
goods and services from outside the U.S.

The Biden-Harris administration should move to rapidly complete ongoing negotia-
tions for high-standard free-trade agreements with Kenya and the United Kingdom.
In Kenya, consumers are demanding upgraded infrastructure systems and pro-
ducers want to invest in modern agricultural production. American made equipment
should help them achieve these goals, and not our Chinese competitors. Concluding
a high-standard free-trade will not only boost exports of U.S. equipment but will
also incentivize additional foreign direct investment, helping improve the Kenyan
economy and lifting additional people out of poverty.

A high-standard free-trade agreement with the United Kingdom will strengthen
transatlantic trade and investment with one of our nation’s largest trading partners,
and will also create a regulatory regime favorable to the adoption of U.S. technology
and manufactured products. Brexit has put the United Kingdom on a new economic
path, and the United States must seize this opportunity to formalize a high-
standard free-trade agreement that reflects the importance of the “special relation-
ship” and the substantial commercial ties that uphold it.

Thank you again for the opportunity to express the views of the U.S. equipment
manufacturing industry on the President’s 2021 trade policy agenda. We look for-
ward to working with all members of the Committee as well as the Biden-Harris
administration to advance free and fair trade policies and agreements that will
strengthen American manufacturing and secure our nation’s long-term prosperity.

CENTER FOR FiscAL EqQuiTy
14448 Parkvale Road, Suite 6
Rockville, MD 20853
fiscalequitycenter@yahoo.com

Statement of Michael G. Bindner

Chairman Wyden and the Ranking Member Crapo, thank you for the opportunity
to submit these comments for the record to the Committee on Finance.

The last 4 years have shown us an extreme example of how not to use tariffs. The
prior administration used economic policy as gunboat diplomacy, but without having
a navy. We trust that from now on, trade policy will be handled by professionals,
leading to a return to normalcy.

This is not to say that change is not needed. Donald Trump was originally elected
by voters who saw the impact that bipartisan trade policy on their lives. Trump did
not help, but for them, he at least tried something. In the long run, employee owner-
ship is the solution for worker well-being on both sides of the border or ocean. Tax
reform, including a border adjustable credit invoice VAT, a subtraction VAT to dis-
tribute benefits to workers and their families and an Asset VAT to close the tax gap,
channel more ownership shares to employees and a negotiated rate to establish bet-
ter international cooperation on business taxation.The United States leaves millions
of dollars on the table because we do not have a value added tax that is zero rated
at the border, while applying to all goods and services imported. Please see the at-
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tachment, distilled from prior year comments, which explains how we propose to do
this. Note that adding border-adjustable goods and services taxes allows the removal
of other trade barriers with no loss of jobs.

We do not agree with the Administration’s resolve to not raise taxes on anyone mak-
ing under $400,000 per year. This proposal led to constant attempts to repeal the
Affordable Care Act, not because of any flaw in the Act, but because of how it was
funded with surtaxes on unearned income over $200,000. It is almost as if the Ma-
jority was setting a future Republican Majority up (which happened rather quickly)
to make itself look bad by having these votes. The constant repeal votes, however,
provided no electoral advantage.

Still, we agree that initially, VAT should not make some people poorer. When sub-
traction and a credit invoice VAT is first implemented, we propose doubling the
child tax credit again so that families with children are not affected. A higher min-
imum wage ($10 now, $12 soon—or $11 with a 32 work week—and eventually $15)
will indemnify the rest.

During the transition, income tax withholding will be adjusted to increase net in-
come by 13%. The additional 6.5% invoice VAT rate comes from eliminating em-
ployer payments for FICA (which has the effect of eliminating the cap) and crediting
each worker with the same amount.

All in all, our proposals are better for most of the working class than the status
quo, although not everyone. Some people deserve to pay more. Please see our attach-
ment on Tax Reform for more information.

We also propose a Carbon VAT, which is necessary for people to make spending de-
cisions on the health of the planet (which is why carbon levies will be receipt visible
rather than simply changing the price).

We propose an asset value tax with a compromise 26% rate (halfway between the
current 24% and the Biden 28%). The asset VAT would mark option exercise and
the first sale after inheritance, gift or donation, with zero rating for sales to Em-
ployee Stock Ownership Plans.

The first attachment on trade policy and the VAT includes how expanding employee
ownership is the best trade policy for workers. Briefly, employee owners in the
United States have an incentive to give foreign subsidiary and supply chain workers
the same ownership rights and standard of living they receive. In order to do this,
however, amendments to ERISA are necessary, as on paper owners will be paying
more for the same products than they are paying now.

Thank you for the opportunity to address the committee. We are, of course, avail-
able for direct testimony or to answer questions by members and staff.

Attachment—Trade Policy and Value-Added Taxes

Consumption taxes could have a big impact on workers, industry and consumers.
Enacting an I-VAT is far superior to a tariff. The more government costs are loaded
onto an I-VAT the better.

If the employer portion of Old-Age and Survivors Insurance, as well as all of dis-
ability and hospital insurance are decoupled from income and credited equally and
personal retirement accounts are not used, there is no reason not to load them onto
an I-VAT. This tax is zero rated at export and fully burdens imports.

Seen another way, to not put as much taxation into VAT as possible is to enact an
unconstitutional export tax. Adopting an I-VAT is superior to it’s weak sister, the
Destination Based Cash Flow Tax that was contemplated for inclusion in the TCJA.
It would have run afoul of WTO rules on taxing corporate income. I-VAT, which
taxes both labor and profit, does not.

The second tax applicable to trade is a Subtraction VAT or S—-VAT. This tax is de-
signed to benefit the families of workers through direct subsidies, such as an en-
larged child tax credit, or indirect subsidies used by employers to provide health in-
surance or tuition reimbursement, even including direct medical care and elemen-
tary school tuition. As such, S—-VAT cannot be border adjustable. Doing so would
take away needed family benefits. As such, it is really part of compensation. While
we could run all compensation through the public sector.

The S-VAT could have a huge impact on long-term trade policy, probably much
more than trade treaties, if one of the deductions from the tax is purchase of em-
ployer voting stock (in equal dollar amounts for each worker). Over a fairly short
period of time, much of American industry, if not employee-owned outright (and
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there are other policies to accelerate this, like ESOP conversion) will give workers
enough of a share to greatly impact wages, management hiring and compensation
and dealing with overseas subsidiaries and the supply chain—as well as impacting
certain legal provisions that limit the fiduciary impact of management decision to
improving short-term profitability (at least that is the excuse managers give for not
privileging job retention).

Employee owners will find it in their own interest to give their overseas subsidiaries
and their supply chain’s employees the same deal that they get as far as employee
ownership plus an equivalent standard of living. The same pay is not necessary,
currency markets will adjust once worker standards of living rise.

Over time, ownership will change the economies of the nations we trade with, as
working in employee-owned companies will become the market preference and force
other firms to adopt similar policies (in much the same way that, even without a
tax benefit for purchasing stock, employee-owned companies that become more
democratic or even more socialistic, will force all other employers to adopt similar
measures to compete for the best workers and professionals).

In the long run, trade will no longer be an issue. Internal company dynamics will
replace the need for trade agreements as capitalists lose the ability to pit the inter-
est of one nation’s workers against the others. This approach is also the most effec-
tive way to deal with the advance of robotics. If the workers own the robots, wages
are swapped for profits with the profits going where they will enhance consumption
without such devices as a guaranteed income.

Attachment—Tax Reform, Center for Fiscal Equity, May 10, 2021

Individual payroll taxes. These are optional taxes for Old-Age and Survivors In-
surance after age 60 for widows or 62 for retirees. We say optional because the col-
lection of these taxes occurs if an income sensitive retirement income is deemed nec-
essary for program acceptance. Higher incomes for most seniors would result if an
employer contribution funded by the Subtraction VAT described below were credited
on an equal dollar basis to all workers. If employee taxes are retained, the ceiling
should be lowered to $85,000 to reduce benefits paid to wealthier individuals and
a $16,000 floor should be established so that Earned Income Tax Credits are no
longer needed. Subsidies for single workers should be abandoned in favor of radi-
cally higher minimum wages.

Wage Surtaxes. Individual income taxes on salaries, which exclude business taxes,
above an individual standard deduction of $85,000 per year, will range from 6.5%
to 26%. This tax will fund net interest on the debt (which will no longer be rolled
over into new borrowing), redemption of the Social Security Trust Fund, strategic,
sea and non-continental U.S. military deployments, veterans’ health benefits as the
result of battlefield injuries, including mental health and addiction and eventual
debt reduction. Transferring OASDI employer funding from existing payroll taxes
would increase the rate but would allow it to decline over time. So would peace.

Asset Value-Added Tax (A-VAT). A replacement for capital gains taxes, dividend
taxes, and the estate tax. It will apply to asset sales, dividend distributions, exer-
cised options, rental income, inherited and gifted assets and the profits from short
sales. Tax payments for option exercises and inherited assets will be reset, with
prior tax payments for that asset eliminated so that the seller gets no benefit from
them. In this perspective, it is the owner’s increase in value that is taxed.

As with any sale of liquid or real assets, sales to a qualified broad-based Employee
Stock Ownership Plan will be tax free. These taxes will fund the same spending
items as income or S—-VAT surtaxes. This tax will end Tax Gap issues owed by high
income individuals. A 26% rate is between the GOP 24% rate (including ACA-SM
and Pease surtaxes) and the Democratic 28% rate. It’s time to quit playing football
with tax rates to attract side bets.

Lower rates are not as regressive as they seem. Only the wealthy have capital gains
in any significant amount. The defacto rate for everyone else is zero.

The mutual fund exemption will be repealed. It is the biggest tax shelter is the use
of money market funds to accumulate capital gains and income without taxation.
This practice must end if salary surtaxes no longer include non-salaried income.
75% of such funds are held by the top 10% of households as measured by the 2019
Survey of Consumer Finance by the Federal Reserve. I suspect the other 20% are
held by high income retirees. The working class will not be harmed. Applying the
Pareto Rule to higher income households leaves the top 1450 households with 30%
of wealth. The proof of the proposition is the holders of Berkshire Hathaway.
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Subtraction Value-Added Tax (S-VAT). These are employer paid Net Business
Receipts Taxes. S-VAT is a vehicle for tax benefits, including:

e Health insurance or direct care, including veterans’ health care for non-
battlefield injuries and long-term care.

e Employer paid educational costs in lieu of taxes are provided as either
employee-directed contributions to the public or private unionized school of their
choice or direct tuition payments for employee children or for workers (including
ESL and remedial skills). Wages will be paid to students to meet opportunity
costs.

e Most importantly, a refundable child tax credit at median income levels (with
inflation adjustments) distributed with pay.

Subsistence-level benefits force the poor into servile labor. Wages and benefits must
be high enough to provide justice and human dignity. This allows the ending of
state administered subsidy programs and discourages abortions, and as such enact-
ment must be scored as a must pass in voting rankings by pro-life organizations
(and feminist organizations as well). To assure child subsidies are distributed, S—
VAT will not be border adjustable.

The S-VAT is also used for personal accounts in Social Security, provided that these
accounts are insured through an insurance fund for all such accounts, that accounts
go toward employee ownership rather than for a subsidy for the investment indus-
try. Both employers and employees must consent to a shift to these accounts, which
will occur if corporate democracy in existing ESOPs is given a thorough test. So far
it has not. S—-VAT funded retirement accounts will be equal-dollar credited for every
worker. They also have the advantage of drawing on both payroll and profit, making
it less regressive.

A multi-tier S-VAT could replace income surtaxes in the same range. Some will use
corporations to avoid these taxes, but that corporation would then pay all invoice
and subtraction VAT payments (which would distribute tax benefits). Distributions
from such corporations will be considered salary, not dividends.

Invoice Value-Added Tax (I-VAT). Border adjustable taxes will appear on pur-
chase invoices. The rate varies according to what is being financed. If Medicare for
All does not contain offsets for employers who fund their own medical personnel or
for personal retirement accounts, both of which would otherwise be funded by an
S—VAT, then they would be funded by the I-VAT to take advantage of border
adjustability. I-VAT also forces everyone, from the working poor to the beneficiaries
of inherited wealth, to pay taxes and share in the cost of government. Enactment
of both the A-VAT and I-VAT ends the need for capital gains and inheritance taxes
(apart from any initial payout). This tax would take care of the low-income Tax Gap.

I-VAT will fund domestic discretionary spending, equal dollar employer OASI con-
tributions, and non-nuclear, non-deployed military spending, possibly on a regional
basis. Regional I-VAT would both require a constitutional amendment to change the
requirement that all excises be national and to discourage unnecessary spending, es-
pecially when allocated for electoral reasons rather than program needs. The latter
could also be funded by the asset VAT (decreasing the rate by from 19.5% to 13%).

As part of enactment, gross wages will be reduced to take into account the shift to
S-VAT and I-VAT, however net income will be increased by the same percentage
as the I-VAT. Adoption of S—-VAT and I-VAT will replace pass-through and propri-
etary business and corporate income taxes.

Carbon Value-Added Tax (C-VAT). A Carbon tax with receipt visibility, which
allows comparison shopping based on carbon content, even if it means a more expen-
sive item with lower carbon is purchased. C~VAT would also replace fuel taxes. It
will fund transportation costs, including mass transit, and research into alternative
fuels (including fusion). This tax would not be border adjustable.

Summary

This plan can be summarized as a list of specific actions:

1. Increase the standard deduction to workers making salaried income of $425,001
and over, shifting business filing to a separate tax on employers and eliminating

all credits and deductions—starting at 6.5%, going up to 26%, in $85,000 brack-
ets.

2. Shift special rate taxes on capital income and gains from the income tax to an
asset VAT. Expand the exclusion for sales to an ESOP to cooperatives and in-
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clude sales of common and preferred stock. Mark option exercise and the first
sale after inheritance, gift or donation to market.

3. End personal filing for incomes under $425,000.

4. Employers distribute the child tax credit with wages as an offset to their quar-
terly tax filing (ending annual filings).

5. Employers collect and pay lower tier income taxes, starting at $85,000 at 6.5%,
with an increase to 13% for all salary payments over $170,000 going up 6.5% for
every $85,000—up to $340,000.

6. Shift payment of HI, DI, SM (ACA) payroll taxes employee taxes to employers,
remove caps on employer payroll taxes and credit them to workers on an equal
dollar basis.

7. Employer paid taxes could as easily be called a subtraction VAT, abolishing cor-
porate income taxes. These should not be zero rated at the border.

8. Expand current state/federal intergovernmental subtraction VAT to a full GST
with limited exclusions (food would be taxed) and add a federal portion, which
would also be collected by the states. Make these taxes zero rated at the border.
Rate should be 19.5% and replace employer OASI contributions. Credit workers
on an equal dollar basis.

9. Change employee OASI of 6.5% from $18,000 to $85,000 income.

ENGINE ADVOCACY
700 Pennsylvania Avenue, SE
Washington, DC 20003
policy@engine.is

The Honorable Ron Wyden The Honorable Mike Crapo
Chairman Ranking Member

U.S. Senate U.S. Senate

Committee on Finance Committee on Finance

219 Dirksen Senate Office Building 219 Dirksen Senate Office Building
Washington, DC 20510 Washington, DC 20510

The Honorable Richard Neal The Honorable Kevin Brady
Chairman Ranking Member

U.S. House of Representatives U.S. House of Representatives
Committee on Ways and Means Committee on Ways and Means
1102 Longworth House Office Building 1139 Longworth House Office Building
Washington, DC 20515 Washington, DC 20515

Dear Chairman Wyden, Ranking Member Crapo, Chairman Neal, and Ranking
Member Brady:

Thank you for holding hearings on May 12th and 13th on the President’s 2021
Trade Policy Agenda. Engine is a non-profit technology policy, research, and advo-
cacy organization that works with government and a community of thousands of
high-technology, growth-oriented startups across the nation to support the develop-
ment of technology entrepreneurship. Strong, forward thinking digital trade meas-
ures are critical to reduce and eliminate non-tariff barriers and enable U.S. startups
to succeed and expand into new markets. To that end, we value your commitment
to working with the Administration to promote sound trade policy and appreciate
the opportunity to share trade-related priorities for startups.

Non-tariff barriers to trade hamper digital trade generally and uniquely hinder
the ability of U.S. startups to compete abroad. U.S. trade policy must seek to reduce
and eliminate these barriers. In future negotiations and updates to current trade
agreements, strong digital trade provisions should be included. Such provisions
would reject data localization requirements and ensure cross-border data flows, in-
clude balanced intermediary liability frameworks similar to 47 U.S.C. §230, and im-
plement certain, balanced, and consistent IP frameworks globally.

Many startups are unable to surmount the compliance burden that data localiza-
tion measures impose, leaving them at a competitive disadvantage to larger compa-
nies. Similarly, large companies can afford the moderation tools and potential legal
exposure occurring in a world without balanced intermediary liability frameworks,
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but startups cannot.! And commonsense IP frameworks like 17 U.S.C. §512 and
U.S. Courts’ use of actual harm and proportionate relief in patent litigation are
needed in agreements to ensure startups can expand abroad.2

Digital Services Taxes are discriminatory, and, while targeting large, mostly
American companies, they impact American startups through increases in the cost
of services like advertising and cloud computing that startups rely on to launch and
grow. In jurisdictions that have implemented DSTs, large companies have increased
costs, something that is likely to continue as these onerous levies spread.? As the
pandemic continues and countries search for additional revenue sources, more coun-
tries are likely to adopt DSTs at lower and lower thresholds for companies subject
to the tax. For example, the Indian equalization levy has a revenue threshold of
roughly $265,000.4 And the patchwork of varying taxes popping up stands to be im-
possible for startups to navigate given the compliance costs and difficulty of deter-
mining if they are subject to the tax jurisdiction-by-jurisdiction.

These taxes contravene international taxation norms by discriminating against
U.S. companies, excluding domestic players, and taxing revenue, rather than prof-
it—especially damaging for startups that might meet the threshold but not yet turn
a profit. To combat these issues, the framework for digital taxation should receive
new attention at the OECD.

Through the Digital Markets Act (DMA), Digital Services Act (DSA), and Artificial
Intelligence Act (AIA), the European Union is leveraging the notion of digital sov-
ereignty as they attempt to achieve a technology market comparable to that of the
United States. But the imposition of these heavy-handed regulations is misguided,
likely counterproductive to their goals, and harmful to U.S. startups. As Engine has
long noted, enacting strict rules designed to regulate the practices of large compa-
nies without considering the impacts on the entire innovation ecosystem is likely to
actually cement the standing of those large companies, while burdening their small-
er rivals with elevated barriers to entry and proportionately higher compliance
costs.?

The DMA’s proposed rules on competition discourage growth by creating thresh-
olds that impose different rules for companies that reach a certain size.® Startups
shouldn’t be discouraged from attracting users, expanding into new markets, or
boosting revenue, as these thresholds would. The rules would negatively impact
mergers and acquisitions, an integral element of the innovation ecosystem related
to investment in new startups.? Startups rely on the so-called “gatekeepers” for low
cost services—any regulation that significantly increases costs for “gatekeepers,”
could cause an increase in price of these services and would restrict startup forma-
tion, growth, and their ability to compete abroad. And these potential consequences
mean the U.S. should not import and impose similar regulations domestically.

The DSA fails to recognize the difficult and expensive nature of content modera-
tion for small platforms and startups. Even though startups would likely be subject
to the lowest threshold under the DSA, these requirements, along with the potential
for significant fines, could disincentivize content moderation due to increased liabil-
ity that nascent platforms cannot afford to shoulder. Sound regulation should in-
stead balance user safety with preserving opportunities for user expression in a way
that will allow startups to grow and succeed.

1Evan Engstrom, “Primer: Value of Section 230,” Engine, 31 Jan. 2019, https://
www.engine.is | news [ primer | section230costs.

2The Engine Team, “The Importance of DMCA for Startups,” Engine, 4 June 2020, https://
www.engine.is | news | the-importance-of-dmca-for-startups.

3 James Vincent, “Apple, Google, and Amazon respond to European tech taxes by passing on
costs,” The Verge, 2 Sept. 2020, https:/ /www.theverge.com [2020/9/2/21418114 /european-uk-
digital-tax-services-apple-google-amazon-raise-prices.

4 Asim Choudhury and Aesa Dey, “INSIGHT: Indian Equalization Levy Under U.S. Scrutiny—
What Comes Next?”, Bloomberg Tax, 2 July 2020, htips:/ / news.bloombergtax.com [ daily-tax-re-
port-international / insight-indian-equalization-levy-under-u-s-scrutiny-what-comes-next.

5Edward Graham, “Competition Policy Needs Startup Perspective,” Engine, 10 Sept. 2019,
https:/ |www.engine.is | news [ this-week-in-startup-policy-9/ 10/ 192rq=enacting%20strict%20rules.

6 Jennifer Huddleston, “The Digital Markets Act: A Primer,” American Action Forum, 7 Apr.
2021, https:/ www.americanactionforum.org [ insight [ the-digital-markets-act-a-primer /.

7 “The State of the Startup Ecosystem,” Engine, April 2021, https:/ / staticl.squarespace.com |
static/571681753c44d835a440c8b5 [t/ 60819983b7f8bela2a99972d | 1619106194054 | The+State+of
+the+Startup+Ecosystem.pdf.
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The AIA amounts to another non-tariff barrier to trade. The proposed law treats
both the Al provider and the user as the creator of the AI.8 It imposes burdens such
that European SMEs that might otherwise use American startups’ Al-powered busi-
ness solutions e.g., for hiring or customer service, will likely avoid such technology
solutions altogether. Larger businesses that can afford the compliance burden might
still use AI solutions, but Al startups are unlikely to overcome the compliance costs
and thus will not be able to compete. This means the law will likely cement the
standing of larger players, while U.S. startups are likely to be shut out of European
markets.

Onerous regulations like these have a disproportionate impact on nascent start-
ups. Ultimately, small American startups may be disincentivized from expanding
into the EU given barriers from these regulations’ costs of compliance, potential for
fines, and probable need for legal representation in the EU. In specifically targeting
U.S. companies through digital protectionism, the EU risks hampering transatlantic
trade, limiting options for consumers, and limiting opportunity for American start-
ups to enter new markets.

Engine appreciates the opportunity to share the startup perspective on the impor-
tance of robust digital trade measures in a forward-thinking trade policy, and we
look forward to being a resource for your committees on these issues. We look for-
ward to further engaging with you on issues affecting startups in the future.

Sincerely,
Engine Advocacy

U.S. GLOBAL VALUE CHAIN COALITION
740 6th Street, NW
Washington, DC 20001
https:/ | usglobalvaluechain.com /

This statement is being filed on behalf of the U.S. Global Value Chain Coalition—
a coalition of U.S. companies and associations—that is on a mission to educate pol-
icymakers and the public about the American jobs and the domestic economic
growth our companies generate through their global value chains.

Global value chains include those jobs we traditionally associate with the creation
of a product—such as those in a factory or on a farm—as well as those positions
involved in the conceiving of and delivery of those products—such as design, mar-
keting, research and development, logistics, compliance, and sales. Simply put, the
global value chain accounts for all jobs that add value from beginning to end to the
good or service sold in the global marketplace. These positions are essential to the
creation or sale of a good or service. Moreover, these jobs are primarily here in the
United States and are usually high-paying, accounting for much of the value that
is paid at the register.

China

Global value chains are dependent upon trade with China to create jobs and eco-
nomic opportunities across the United States. For instance, American companies,
and the American workers they employ, design and market consumer products that
are sold in China, in the United States, and around the world. Although these ev-
eryday items—articles such as U.S. branded clothes, shoes, and backpacks—might
be physically produced in China, they support millions of U.S. jobs in such dis-
ciplines as design, quality control, marketing, and compliance.

Furthermore, chemicals imported from China make their way through a network of
U.S. distributors, employing tens of thousands of Americans who reformulate, man-
ufacture, market, and distribute into American industries, including agriculture,
automotive, pharmaceuticals, textiles, plastics, paints and coatings, and more.

The punitive tariffs on U.S. imports from China have been very damaging to these
U.S. global value chains. These tariffs have led to considerable costs and uncer-
tainty for our members because tariffs are no more than taxes that U.S. companies
pay, which are then passed on to U.S. consumers in the form of higher prices. In

8 Benjamin Mueller, “The Artificial Intelligence Act: A Quick Explainer,” Center for Data In-
novation, 4 May 2021, htips://datainnovation.org/2021/05 /the-artificial-intelligence-act-a-
quick-explainer/.
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fact, a recent report by Moody’s Investors Services! found “that U.S. importers ab-
sorbed more than 90% of additional costs” resulting from the section 301 China tar-
iffs. Even before the coronavirus pandemic, these tariffs have required companies
to make painful choices—usually at the expense of American jobs—as they figure
out ways to manage these new costs.

We understand USTR is currently reviewing its China policy, but as we work to re-
open the U.S. economy and get Americans back to work, we request Congress: (1)
urge a retroactive extension for product exclusions that expired in 2020; (2) demand
the Administration reinstate and improve the Section 301 product exclusion process
Witl%f(_)ut further delay; and (3) demand the Administration lift all punitive China
tariffs.

Diversification

It is not easy for companies to shift their global value chains. While many have
worked to diversify their value chains from the start of the trade war, there are oth-
ers where it is just not feasible in a short period of time—if at all. There are many
challenges such as ensuring new vendors can meet capacity, quality, product safety,
sustainability, and social responsibility requirements, the availability of a skilled
work force and needed infrastructure, and testing and auditing capabilities—just to
name a few. In some instances, a product may not be available from any other
source. Further, the coronavirus pandemic has made shifting supply chains even
more complicated with travel essentially shut down due to global stay at home or-
ders and limits on corporate travel. This should certainly be factored in as the Ad-
ministration reviews current policies.

Generalized System of Preferences (GSP) and Miscellaneous Tariff Bill
(MTB)

The Generalized System of Preferences (GSP) and the Miscellaneous Tariff Bill
(MTB) expired at the end of 2020. Both programs allow American businesses to use
duty-savings to compete internationally, lower costs for American families, hire
more American workers, and invest in new products. GSP promotes economic and
sustainable development in developing countries by eliminating duties on thousands
of products imported from 119 designated beneficiary countries. The MTB allows
American companies the ability to eliminate or reduce duties on nearly 2,500 inputs
and finished goods not available or manufactured in the United States. We request
Congress renew these critical trade preference programs quickly to provide certainty
and predictability to American businesses, many of whom are utilizing these pro-
grams to help make and distribute urgently needed personal protective equipment
in response to the coronavirus outbreak.

Punitive Tariffs

Punitive tariffs, and the threat of them, have resulted in price increases for Amer-
ican consumers, American job losses, and other irreversible economic damage to the
U.S. The retaliation on unrelated industries by our trading partners due to the Sec-
tion 232 tariffs on steel and aluminum is a prime example of how tariffs do not
change the behavior of countries in international trade disputes. Further, the threat
of punitive tariffs from the Boeing-Airbus dispute and the digital services tax (DST)
issue will unnecessarily bring harm to unrelated industries. Lastly, we do not be-
lieve punitive tariffs align with the worker-centric trade policy agenda of the Biden
Administration.

Thank you for this opportunity to provide a statement.

O

1https:/ /www.cnbe.com /2021 /05 / 18 / us-companies-bearing-the-brunt-of-trumps-china-tariffs-
says-moodys.html.



