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NOMINATIONS OF LAWRENCE J. BRADY, TO BE
ASSISTANT SECRETARY QF COMMERCE; DAVID
R. MACDONALD, TO BE DEPUTY U.S. TRADE
REPRESENTATIVE; PAMELA NEEDHAM BAI-
LEY, TO BE ASSISTANT SECRETARY OF
HEALTH AND HUMAN SERVICES; ROBERT J.
RUBIN, TO BE ASSISTANT SECRETARY OF
HEALTH AND HUMAN SERVICES; AND RICHARD
KUSSEROW, TO BE INSPECTOR GENERAL, DE-
PARTMENT OF HEALTH AND HUMAN SERVICES

FRIDAY, MAY 22, 1981

US SENATE,
CoMMITTEE ON FINANCE,
) Washington, D.C.

Thé committee met, gursuant to notice, at 9:30 a.m., in room
. 2221.,diDirksen Senate Office Building, Senator Dole (chairman),
presiding.
| Present: Senators Dole, Danforth, Heinz, Matsunaga, and Brad-
ey.

[The press release announcing this hearing follows:]

[Press Release No. 81-135)

FINANCE CoMMITTRE ScCHEDULES HEARINGS ON NOMINATIONS OF LAWRENCE J.
BRADY, To BE ASSISTANT SECRETARY OF COMMERCE; PAMELA NEEDHAM BAILEY,
To Be AsSISTANT SECRETARY OF HEALTH AND HuUMAN SERvICES; RicHARD P.
Kusserow, To Be INSPECTOR GENERAL, DEPARTMENT OF HEALTH AND HUMAN
Services; DAvip R. MAcpoNALD, To B Depury U.S. TRADE REPRESENTATIVE;
§ND RoserT J. RUBIN, To BE ASSISTANT SECRETARY OF HEALTH AND HUMAN

ERVICES

Robert J. Dole, chairman of the Committee on Finance, announced today that the
committee has scheduled hearings on the nominations of Lawrence J. Brady to be
Assistant Secre of Commerce, Pamela Needham Bailey to be Assistant Secre-
tary of Health and Human Services, Richard P. Kusserow, to be Ingpector General,
Department of Health and Human Services, David R. Macdonald to be Deputy
United States Trade Representative, and Robert J. Rubin, to be Assistant Secretary
of Health and Human Services. -

The hearings are scheduled for Moa%_22, 1981, beginning at 9:30 a.m. They will be
held in Room 2221, Dirksen Senate Office Building.

Immediately following the hearings, the committee will meet in executive session
to consider the nominations for Mr. Brady, Ms. Bailey, Mr. Kusserow, Mr. Macdon-
ald, and Mr. Rubin.

Written Testimony—The committee will be pleased to receive written testimony
from those persons or organizations who wish to submit statements on the nomina-
tions for the record. Statements submitted for inclusion in the record should be

a)
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tgpewrltten, not more than 26 doubl pages in length and mailed with five
()copieswbereeeivedbyuayﬂ.l l,toRobertELighthinr,Committeeon
Finance, Room 2227, Dirksen Senate Office Building, Washington, D.C. 20610.

The CHAIRMAN [presiding]. The hearing will come to order.

It is a pleasure to welcome Lawrence J. BMmmated to be
Assistant Secretary of Commerce, Pamela N nomi-
nated to be Assistant Secretary of Health and Human Services,
and Richard Kusserow, nominated to be Ins r General, Depart-
ment of Health and Human Services, and David R. Macdonald
‘nominated to be Deputy U.S. Trade Re resentatwe and Robert J.
Rubin, who has been nominated to’ Assistant Secretary of
Health and Human Services.

I would say for the record, we have reviewed the financial disclo-
sure forms that each filed and the material that they have filed
with the Office of Government Ethics.

I am satisfied there are no problems in this area. I have also
been informed by the Director of Government Ethics, the Director
of Government hics will soon send letters approving each nomi-
nee’s compliance with the Ethics in Government Act.

Those letters will be made a part of the record.

[The letters referred to follow:]

U.S. Orrice or GOVERNMENT ETHICS,

Orrice oF PERSONNEL MANAGEMENT,
Washington, D.C., May 5, 1981,

Hon. Rosert DoLz,
Chairman, Committee on Finance ' .
U.S. Senate, Washington, D.C.

DEAR Mz. CHAIRMAN: In accordance with the Ethics in Government Act of 1978, 1
enclose a copy of the financial disclosure report filed by Robert J. Rubin. President
Reagan has nominated Dr. Rubin for the gﬁ ion of Assistant Secretary for Plan-
ning and Evaluation of the Department of th and Human Services.

We have reviewed the report and have obtained advice from the Department of
Health and Human Services concerning any possible conflict in light of the agency’s
functions and the nominee’s proposed duties. As noted on the financial disclosure
report, the Department intends to grant Dr. Rubin a waiver under 18 U.S.C. § 208(b)
with regard to his continuing relatxonship (i.e., leave of abeence) with Tufts Univer-
sity. In addition, Dr. Rubin has agred to reslgnﬁ'omh.\spoamonsmkenalCare
Assoclates and End Stage Renal Disease Network #28, and will divest of his
interest in Renal Care Associates. Based thereon, we believe that Dr. Rubin is in
comphgnce wllth applicable laws and regulations governing conflicts of meerest.

incerely,
J. JACKSON WALTER, Dzrector.

-

U.S. Orrick or GovERNMENT ETHICS,

Orrice or PERSONNEL MANAGEMENT,
' Washington, D.C., May 5, 1981
‘Hon. RoserT DoLe,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

DeAR M=z. CAIRMAN: In accordance with the Ethics in Government Act of 1978, I
enclose a copy of the financial disclosure report filed by Pamela G. Bailey, whooe
nomination for the goution of Assistant Secretary for Public Affairs for the Depart-
ment of Health and Human Services has been sent to szPmdentReagan

We have reviewed the report and have also obtained
of Health and Human Services conceming any poasible conflict in light of the
Department’s functions and the nominee’s proposed duties. Based thereon, we
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lieve that Ms. Bailey is in compliance with applicable laws and regulations govern-

ing conflicts of interest
Sincerely,

J. JACKSON WALTER, Dimctor.

_ US. Omc: or GOVERNMENT E'rm&,
, Orrice or PERSONNEL MANAGEMENT,
Washington, D.C.. May 5, 1.9‘9}.

Hon. Rosxrt DoLs,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.
DzAr MR. CHAIRMAN: In accordance with the Ethics in Government Act of 1978, I
enclose a copy of the financial disclosure report filed by David R. Macdonald, whose
nomination for the goaition of Deputy United States Trade Representative has been
sent to you by President Reagan. ;
We have reviewed the report and have also obtained advice from the Office of the
U.S. Trade Representative concerning any poesible conflict in light of the Office’s
functions and the nominee’s w duties. We understand that Mr. Macdonald
has aﬁ:&d to recuse himself in matters in which his former clients or the Chicago
City and Trust Commy may be directl{ involved. Based thereon, we believe
that he will be in compliance with applicable laws and regulations governing
conflicts of interest. )
Sincerely,
- J. JACk8ON WALTER, Director.

U.S. Orrice or GOVERNMENT ETHICS,
OrFICE OF PERSONNEL MANAGEMENT,
: . Washington, D.C., May 5, 1981.
Hon. Roserr DoLE, :
Chairman, Committee on Finance, ,
U.S. Senate, Washington, D.C. - . -

DzeaAr MR. CHAIRMAN: In accordance with the Ethics in Government Act of 1978, 1
enclose a copy of the financial disclosure report filed b{nl:ichard P. Kusserow whom
President Reagan has nominated for the position of Inspector General of the De-
partment of Health and Human Services. . .

We have reviewed the report and have also obtained advice from the Department
of Health and Human Services concerning any possible conflict in light of the
Department’s functions and the nominee’s proposed duties. Based thereon, we be-
lieve that Mr. Kusserow is in compliance with applicable laws and regulations
governing conflicts of interest. : : .

Sincerely, :
A J. JACK8ON WALTER, Director.
U.S. OrricE or GOVERNMENT ETHICS,
OFFICE OF PERSONNEL MANAGEMENT,
Washington, D.C., May 5, 1981.
Hon. ROBERT DOLE, - .
Chairman, Committee on Finance, _
U.S. Senate, Washington, D.C. _

DEAR MR. CHAIRMAN: In accordance with the Ethics in Government Act of 1978, 1
enclose a eogy of the financial disclosure report filed by Lawrence J. Brady, whoee
nomination for the position of Assistant Secretary for e Administration of the
De ent of Commerce has been sent to you by President Reagan. - -

: e have reviewed the report and have obtained advice from the De ent

=of Commerce concerning ible conflict in light of the Department’s functions

and the nominee’s pro uties. Based thereon, we believe that Mr. Brady is in

compligpee wlith applicable laws and regulations governing conflicts of interest.
incerely, ‘

J. JACK8ON WALTER, Director.

Mr. Brady, we will proceed with you first. I note that our col-
1 e, Senator Humphrey, from New Ham‘pshire, is here.
nator Humphrey, I would like to hear from you.
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STATEMENT OF HON. GORDON J. HUMPHREY, U.S, SENATOR
FROM THE STATE OF NEW HAMPSHIRE ,

Senator HumpHREY. Thank you, Mr. Chairman, and Senator
Danforth. I want to thank you and the committee for ganting me
the honor of introducing a resident of my State, Larrz) rady, who,
as you know has been nominated by the President to the of
Assistant Secretary for Trade Administration, at the U.S. Depart-
ment of Commerce. '

In his new position, Larry Brady will be responsible for develo
ing and implementing policy with respect to U. S. export contro
for strategic foreign policy or short sum.reasons as mandated by
the Export Administration Act, and for enforcement of the
Act’s antiboycott provisions. ‘ “

In addition, he will be responsible for Commerce Department
investigations of antidumping and counterveiling duty complaints,
implementation of the steel trigger price mechanism and adminis-
tration of the statutory import of foreign trade zones and industrial
mobilization pr'o%rams. ; ' L

From 1971 to 1974, Larry Brady was senior staff member of the
White House Council of International Economic policy and special
advisor for Congressional Relations. : ,

From March 1970 to April 1971, he was senior international
economist in the Office of International Trade at the Department
of State, and more recently, from 1974 to 1980, very importantly,
with respect to the position to which he has been nominated, he
was acting director and Deputy Director of the Commerce Depart-
ment’s Office of Export Admimistration. - o

In earlier days, Larry Brady worked in various positions with the
U. S. Senate, from 1967 to 1970. At that time he was legislative
aide to the late Senator Everett M. Dirksen, and simultaneously,
n;irl;ority counsel to the Senate Judiciary Committee, on Separation
of Powers. , -

From 1963 to 1967, he was legislative aide to the Secretary of the
Minority, U.S. Senate. From 1958 to 1963, he was a staff assistant
to Senator Norris Cotton. :

Mr. Brady is from Berlin, N.H. That is pronounced Berlin and
not Berlin, as Senator Dole knows, I am sure.

He is from a long-established family in that community.

Mr. Chairman, I want to say on a more personal level that Larry
Brady and I are acquaintances. I have known him for several
years. He is highly courageous, a very courageous man. a
previous inistration, he was responsible for pointing out to the
public and the press that certain regulations governing the export
of technology which had the potential of being useful to our adver-
saries, were being laxly apﬁ ied or perhaps even misapplied and
not 1:sitpplied at all, for which he took a great deal of heat in his
position ) ., ' ' T
- He is a very courageous man, a man of great integrity and a
man of very great ability.

I am sure that if the Senate chooses to confirm him in this
position that he is going to serve the President and our country
very, very well indeed. - .

Again, I want to thank you for letting me introduce Larry to the
committee this morning. It is a great privilege.

\



b

TuE CHAIRMAN. Thank you, Senator Humphrey.
Mr. Brady, do you have any statement you would like to make?
Mr. Brapy. I have a short statement, Mr. Chairman. '

TESTIMONY OF LAWRENCE J. BRADY, NOMINATED TO BE
+  ASBISTANT SECRETARY OF COMMERCE

Mr. Brapy. First, Senator, I deeply appreciate your being here,
‘and I thank you. )

Mr. Chairman, it is an honor for me to appear here today before
the Finance Committee as President Reagan’s nominee for the
position of Assistant Secretary for Trade Administration. ,

As the Senator indicated, my professional experience sinceé the
‘early 1970’s has been in the international trade area, initially with
the White House Council on International Economic Policy and
more recently in Export Control Administration. :

I am famﬂiar with the Import Administration area and fully
appreciate the importance of the Trade Agreements Act of 1979, to
the U.S. objective of maintaining a fair and open competitive
market internationally, and assuring that U.S. domestic producers
are not disadvantaged by dumping or subsidized exports in the
United States.

I am committed to the strict enforcement of the antidumping
imd countervailing duty laws in the spirit in which you wrote those

aws.

I only reiterate what Secretary Baldrige has said and that is,
“The days of looking the other way, when other Nations violate the
laws of fair trade, are over.”

I will strive to bring to the import administration function pre-
dictability, clarity, and service to the business community.

I am committed to vigorous enforcement of the steel trigger
price mechanism. ,

Having served many years on Capitol Hill, I understand that to
develop and implement public¢ policy effectively requires close coop-
_ eration between the executive branch and the Congress.

I pledge that my office will work closely with this committee,.
;nl'lthhthe Senate and the House to achieve the objectives which we

share. . .

- I expect and solicit your ideas and suggestions, as well as criti-
cisms of my operation. I look forward to constructive working
relationships over the next few years. ' ,

Mr. , it is an honor and privilege to be nominated to
serve in the Reagan administration. I ask your favorable assent to
my nomination.

' e prepared statement of Mr. Lawrence J. Brady follows:]

STATEMENT FOR LAWRENCE J. BRADY BEFORE SENATE FINANCE COMMITTER,
May 22, 1981

It is an honor for me to alppear before the Senate Finance Committee today as
PresideAnt Ret!gtm'tsi nominee for the position of Assistant Secretary of Commerce for
Trade ration. ‘

My professional experience since the early 1970’s has been in the international
trade area initially as a Senior Staff Member on the Council of International
Economic Policy, and more recently in rt control administration. I am familiar
with the import ration area, and - a) i
'l‘radoigreements Act of 1979 to the U.S. objecﬁveofmain%afair and open
eommdve marke% internationally and assuring that U.S. do ¢ producers are
not vantaged by dumping or subsidized exports in the U.S. I am committed to



the strict enforcement of the antidum and countervailing duty laws in the spirit
in reiterate what Baldrige has said
andthat&"l‘hedmoﬂooklmltbootbrw%whonothﬂu violate the laws
are . ring to the import administration function
gvdlchblﬂty.chrityandmvlcotothebuﬁm unity. I am also committed
vigorous enforcement of the steel &ﬁlﬁomochmhn
on Capitol I understand that to develop and
tion between the Executive

Senate t jecti . 1
‘ 11 a9 criticisms of my operation. I
o i s o iy T o Do I
. . n
Reagan A t&on,.:nd lq:ok for your favorable assent to that popination.
The Chairman. We have both Senator Danforth and Senator
Heinz, who are very active on the Trade Subcommittee; Senator
 Danforth is the chairman. , : . ,
Ig& me yield to Senator Danforth. I know that he may have
questions. : . -
- Senator DANFORTH. Mr. Chairman, thank you very much. -
Mr. Brady, 2 years ago, when we the Trade Afreements
Act implementing the Tokyo Round, we spent a lot of effort in
tl;ying to improve enforcement of antidumping/countervailing duty

WB. :

We found that while dumping and the sale of subsidized products
‘has been a violation of the law for literally decades, the enforce-
ment procedure was so cumbersome and contained so many delays,
that at times literally nothing would happen. :

So, our effort. was to make the enforcement mechanism work by
setting 1ip a series of timed deadlines for enforcement.

Now, I would like to ask you two questions. The first is, Do you
rtgree with the theory behind what we tried to do? More precisely,

if we are to attempt to have a policy of free trade, that means fair
trade. It means that the law is gomg to be enforced, and that it
should be enforced in a reasonable and expeditious manner.

The second guestion I would ask you is, Did the exercise that we
~ went through 2 years ago work out well?

I am led to understand that maybe we created a mechanism that
is so fast that there are problems in its actual implementation, not
only within Government but also with the Trade:Bar.

Mr. Brapy. Senator, I would say that what_you did was quite
positive and quite desirable, from my understanding of the situa-
tion. That doesn’t mean that the office which I am going to take
over is in fact performing up to the standard which you legislated.
We still have some problems. We still have some delays in the
g:lgﬁlction of duties, but we are making progress in clearing up that

0g. ‘ -

The deadlines are met pretty much, except for perhaps in a few
cases l!:here is a slide of a couple of days, but not to any significant
extent. \ . . ' ‘ . -

I think we are making tremendous progress from the situation
where we were a couple of years ago. &e hope by the end of this
year we will have cleaned up the collection of duties left over from
a g‘ehriod.ofyearq,«as‘a matter of fact. ST I

. 'The application of new criteria entails redoing the tions.
We are embarked on that or will be embarked on that. There has

been some work done_, but there is a lot more to be done.
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What I am saying is that you legislated some standards and
some time frames which I think were good. Some progress has been
R:adp to meet those. We have a ways to go, but I think we can do
- Senator DANFORTH. You do agree with the philosophy of what we
were t to do? ~ :

“Mr. BRADY. Absolutely, Senator.

Senator DANFORTH. I would very much appreciate it if you would
work with us as closely as possible, to try to make sure that the
procedures that were established are in fact workable.

If there is need for modification or adjustment, that you would
work very closely with us to do whatever needs to be done.

Mr. Brapy. Very definitely, Senator.

Senator DANFORTH. Thank you.

The CHAIRMAN. Senator Heinz.

Senator HEINz. Thank you, Mr. Chairman.

Mr. Brady, one of the items you will have responsibility would be
the trigger price mechanism on steel. Do you anticipate you will
continue to administer that adequately? I have heard that the
people administering the mechanism did not get all the staffing
they asked for. - N

Is there goin&to be adequate staffing? -

Mr. Brapy. Senator, yes, there will be. We anticipate, the admin-
istration anticipates administering the steel trigger price mecha-
nism in a strong way. ; o C

At the time the recent budget was put together for the next
fiscal year, I made a point of alerting the Secretary and the Under
Secretary to the fact that if problems developed in our administra-’
tion of the trigger price mechanism, to the effect that we would
need more staff or whatever it is, I would go in and fight for that.

At this point, now that we are over the hiring freeze, we can go
ahead and get the people that were slated to go into the exercise,
that we can do a pretty good job ih enforcing the TPM in the
manner in which we have indicated we would. _

If we need more, I will fight for them. - - _

Senator Hrinz. I take it you do believe that as far as steel is
concerned, the trigger pricing mechanism is an effective and neces-
sary means of enforcing the antidumping law? )

Mr. BraDY. Senator, it is a monitoring device which I think is
the best we can get, certainly at this point in time, very definitely.
It is basically a substitution for the filing of what would be a vast
number of antidumping and now countervailing duty petitions.

So, yes, we do support it very strongly. , .

Senator HEiNz. Now on specialty steel, we have a surge mecha- -

‘nism in place. Are you equally committed to its enforcement?
- Mr. Brapy. Yes, sir, we are. :

Senator HEINZ. I am glad to hear that. :

One of the things Senator Danforth I think was touching on in
his questions was the fact that our trade laws were written in very
close consultation with the previous administration. We tried to
work out something to satisfy all the various points of view in the
:ﬁe. a:::ﬁ to be fair to everybody. I am not just talking about fair

e, either.



One of the other issues that relates to this though, is consulta-
tion with this committee, and our counterpart over in the House,
as to how the various codes may be implemented. o

One of the continuing issues will be how the less-developed coun-
tries are brought in under the subsidies code. There are better and
worse ways of doing it, at least in my judgment.

We hope that when you are in the process of developing the
guidelines under which India or Pakistan or some other coun
wi};lh or will not qualify, come in under the code, you will consult
with us. o S

Do you expect to do that?

Mr. BrADY. Very definitely, Senator. ‘

Senator HEiNz. The Trade Act of 1974—section 777 of the Trade
Act required the De ent of Commerce to have a subsidies
~ library. I understand it is a pretty empty library now. ‘ .

Can you tell the committee what you intend to do about that
state of affairs? :

* Mr. Brapy. It is my understanding there has been some difficul-
ty in putting together the library. I think Senator, coming from
where we have been in the last year and a half or so, taking
functions from Commerce, Customs, in trying to meld them togeth-
er in a cohesive operation, you know, there has been some starts
and some areas have not gone as quickly as others might have.
This is one that has not gone all that quickly. oo

Senator HEINz. Do you see any insurmountable difficulty? ~
* Mr. Brapy. No. No. I don’t. What we are going to do is to work
with the State Department and getting our overseas posts to try to
get us the information and working with the business community

ere, to try to give us the information which will truly make an
effective library. : ‘

Senator HEINZ. One of the things written into the Trade Agree-
ments Act of 2 years ago was the provision that the administering
authority, in this case, you and Commerce, could self-initiate cases.

The background of that was the Treasur%]Department had been
in charge of the administration of this law. We became so disgusted
with the Treasury Department doing absolutely nothing with any
of these cases, even the ones filed by injured parties on the outside,
that we made the Commerce Department the doorkeeper on this.

We also gave Commerce the power not only to allow other people
to coml? through the door, but to open it and walk through it
yourself. ‘

Have you any idea how many times that has been used, that
provision has been used since 1980, since it became effective?

I will give you a hint; it is a round number. [Laughter.]

Mr. Brapy. Yes, I know. ,

The Commerce Department has not initiated, self-initiated, any
case. :

Let me amplify on that just for one moment. I think it is a
legitimate issue as to where self-initiation really fits in.

think there are areas where the Commerce Department should
undertake self-initiation. T

There are other areas, for instance, where a domestic firm does

not make a representation, even informally, with the Department,
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and there is a question as to whether injury exists. I doubt if self-
initiation is y warranted.

To a certain extent it is moot, because when a company or a
businessman comes in and says that he is being affected adversely,
we work with him and basically counsel him; he files a petition, et
cetera, so in fact we have a means of self-initiation.

It may be that self-initiation will apply, for instance in the steel
area if sales occur below the trigger price. If after a review of that
we feel an action is required, then that may be an area where self-
initiation is appropriate.

I think there are areas.

Senator HxiNz. One of the reasons that the self-initiation provi-
sion was put in is that there are many companies, unlike large
steel companies, that really can't afford to hire the high-priced
talent to initiate, do all the things you have to do to be successful
in this area. :

You may not have been downtown when United States Steel
delivered its antidumping complaints. I understand they had a
whole truck, literally a truck, full of documents, they drove on
down there.

Clearly, that kind of a thing is beyond the capacity of a medium
sized, let alone a small firm.

Therefore, it seems to me you might be well-served to develop
some internal guidelines as to when you will self-initiate.

Is that something dyou are prepared to do?

Mr. Brapy. Very definitely, Senator. I indicated in my statement
that I think one of the points we want to focus on is service to the
business community, particularly small businesses. And you are
right, they don’t have the talent, they don’t have the money, some-
- times, to pay Washington attorneys the price that they need. That
is a function we should perform.

Senator HEINzZ. As you would develop those guidelines, would you
be willing to consult with us before you lock them into bronze?

Mr. BrapY. Absolutely, Senator.

Senator Heinz. How long do you think it will take you to get
them developed? : :

" Mr. Brapy. I would ask you for 5 or 6 months to get into the J'ob.

Senator HEINz. You have it as long as you don’t go beyond it.
The world will now note that 5 or 6 months is the standard,
Christmastime, or Thanksgiving. I have one last question, Mr.
Chairman. I am sorry to take so long.

You have responsibility, I believe, for handling the problems of
subsidies with nonmarket economies and there is an excellent bill
that has been introduced in this area by at least one Senator from
_li’:ennsylvania, We hope you will take a hard look at it and endorse
it .

Do you plan to? [Laughter.]

Mr. BrapY. Senator, we are taking a very hard look at that bill.
Let me say that I fully understand the objective and the problems
which that bill addresses, use in the discussions I have had
with the staff, there is a very real problem in the application of the
. dumping area and the countervailing duty area, on petitions deal-
ing with nonmarket economies.
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There is no question about it. I think we need some guidance. I
think we need some clarification. What we are doing 1s a
really in-depth look at your bill. There are some questions t
have come up. I hope we can get back to you and work that out
and impress on you the concerns we might have on particular
provisions. R

Senator HeiNz. Let me ask you this question based on the gener-
al principle of legislation. The basic principle is-that if you can’t
get the accurate costs, for whatever reason, from the nonmarket
economy, whether it is Poland, on golf carts or China on whatever,
that you then compare the prices that are being used by those
nonmarket economies to the least efficient capitalist or market
economies. et

The theory there is that is a fair standard of comparison for the
most efficient capitalist country.

Do you have any problem with that basic theory?

Mr. Brapy. Senator, I monally have no problems with that
basic theory. I think, in discussions with my staff, one question
l:he¥l had was whether or not that was the least efficient producer
in the United States, or whether it applied to any market economy.

I gather from what you just say, it would apply worldwide. These

are some of the questions that we were ing to develop.

Senator HeiNz. Well, without trying to pin you down on that
one, I am leaving a lot of room for flexibility.

r. BrADY. Yes. ‘

Senator HEiNz. The intent of our bill is not strictly to confine
that to the United States. If you can find, and I hope you can, a
more efficient economy than the United States in a particular
sectot:(;, é‘or God’s sake, please find one, that is what we would want
you 0. :

But, if you are in basic agreement with that concept, I think we
will be able to work something out.

Mr. Chairman, thank you very much.

The CHAIRMAN. Thank you, Senator Heinz.

I have a question I wish to submit. You may respond in writing,
from Senator Mitchell. He is concerned about Canadian imports
and various subsidies the Canadian Government provides their
farmers in competing with ours.

- T have a couple of questions that I will submit. We don’t want to
load you up with questions. It has taken long enough to get you up
here. We don’t want to delay it any further.

[Questions submitted to Mr. Brady follow:]

SENATOR MITCHELL'S QUESTIONS 10 MR. BRADY

Quation..Méine potato farmers are facing serious economic problems as a result
of substantial increases in Canadian potato imports. One reason for the growth in
Canadian im is the extent of subeidies offered by the Canadian Government.
These subsidies include:

2 Bquipment clorege produssion svants;

uipmen on -
8. Real estatea%ttxirc_hase grat:ta;d T )
4, Marketing 713 s:ﬁa.: direct marketing assistance;
- gTranspo .rta;iona sid 5 4
. Financing for cro urance programs; an .

7. Stabilization pay:genta "o P - -

Are you aware of any information or analysis of the magnitude of these subsidies
and their impact on the level of potato imports? -
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If not, would your Department be ing to undertake such studies.

If Maine ll&)tato:; farmers sought relief through the International Trade Commis-
sion, what steps would they have to take?

If this procees would require the farmers to undertake “5?‘1 icant expenses, is
there any special assistance available? This is important, as the potato industry is
not well-organired and cannot easily acquire a su tial amount of funds for this

purpose.
Answer. Important Administration has recently been contacted by the U.S. De-
ent of culture (USDA) in order to explore ways in which Maine potato -
armers might obtain relief from tato imports under the countervailing
duty law. At the time of those discussions, USDA did not have specific information
regarding the and possible amounts of subsidies from which Canadian potatoes
may benefit. We have s: that USDA work with Import Administration to
develop this information. In this exercise, Import Administration would make avail-
able to the farmers any public information in its files on Canadian programs
developed in previous countervailing duty investigations. Import Administration
will also make available to USDA and the farmers its expertise in identification of
countervailable subsidies. Although we have not yet been contacted directly by the
Maine farmers, we are wi to work with them at any time, directly or through
USDA, to ensure that app te relief is provided. S ‘ -
allOf eoui;jae, the grov?;s zgiuld also have to pme 'Rform:sté?n wti‘t.h _respect to
eged caused by subsidized Canadian . The question of injury is one
which is aﬁZeued by the International e Commission (ITC) ratherugan the
Commerce Department. While we are willing to discuss injury questions with the
rs, more comprehensive advice would probably be obtained from the ITC itself.
understand that certain exploratory meetings between the growers and the ITC
staff occurred in April of this year to discuss subsidies as well as the ITC standards
fogrh initiating atlil “‘eacape il::'ll“” action t;nder se::ion.z_OI c:lf %he. ’l‘aer'tﬁff Atqt of 1930.
e preparation, pursuing of a countervailing duty investigation-under
the negv rules of tl‘gh*rade Agreements Act of 1979 can indeed be very costly.
Within the limits of our resources, Import Administration is committed to providing
support which can significantly reduce these costs whenever possible.

SenaTOR HEINZ'S QUESTIONS TO MR. BrADY

Question. Countervailing duty cases frequently uire information on forei
governmen:.s rograms. Is your office able to get rerl;n)le information from foregg
governmen

Answer. Our confidence in the reliability of information recieved has increased
with the passage of the Trade Agreements Act because the Act requires verification
of information submitted by foreign governments. We use best available evidence in
the absence of verification. However, problems remain. Sometimes it is difficult to
insist on what we would consider adequate verification. A number of foreign govern-
ments have been reluctant to permit verification, stating that such actions were the
equivalent of doubting the inherent truthfulenss of their submissions.

Question. Do the provisions for suspension or termination of antidumping cases
give your office enough scope for settling those cases without prejudice to the
statutory rights of U.8. industry or foreign respondents?

Answer. Yes. The goal of the antidumping and countervailing duty laws is to
. eliminate the injurious im of imports entering the United States as a result of
unfair trade practices. can be achieved by either (1) the elimination of the
unfair practices themselves or (2) the elimination of the injury that the practices
are causing. At the same time antidumping and countervailing duty actions should
not serve as a deterrent to open competition from imports which do not so benefit.
teThe dntty suspension agtrheement prov'i:si%ns in bohigthe antidtt;‘x?lepix}gtgnd oourx:

rvailing duty area requre the agreement of a very percen of the ex
ers. This level of par:thcipation assures the virtual complete elimination otpghe
dumping or subisd! and meets the goal of eliminating the injurious practices. The
present law provides for the right of consultation with the petitioner prior to a
suspension agreement. Further, any interested party may request the to review
the six.spenm;gg agreement to determine whether the injurious effects of the importa
are eliminated.

SENATOR DANFORTH'S8 QUESTIONS T0 MR. BraDY

Question. Can a small business afford to bring a case under the antidumping and
countervailing duty laws?



12

Answer. The 1979 Trade Agreements Act changed the antidum&i;g and counter-

duty laws both substantively and 'proeedurally. Many of changes were

made in order to expedite completion of investigations while at the same time
opening up investigations to more public scrutiny.

The result is a law which is significantly more complex than previously and as a
result the costs of bringing petitions and seeing a case thro to conclusion has
grown enormously. tgort Administration recognizes that the costs could limit
access to relief under these laws for small firms, particularly in developing foreign
subsidy or pricing information. - -

Import Administration is aware of these burdens and has taken a number of steps
to aid petitioners in preparing complaints. Standardized petition formats have been
developed which help a potential petitioner i ify with precision the m
information which Import Administration requires to a case. Import Admini
tration staff are prepared to meet with potential petitioners, both in Washington
and in the field, to provide further assistance in guiding the petitioner to useful
data sources for subsl:lfr and pricing information. theee efforts, we believe
that we can ificantly reduce the cost of initia and processing a case. -

tion, t provision is made for traini port Administration Staff to
understand the intricacies of International Trade C

Answer, We have established an extensive, ons:i.ng: in-house training program,
taking full advantage of the diverse unds of present staff. ‘are
presently offered on interpretation of the AD/CVD statutes and tions, usage
of computers in the analysis of case submissions, and international businees
tures and strategies. We are currently compiling a cost accounting course to deal
with investigative verifications. " . ,

In addition, we have developed a skills inventory of present staff and encourage
staff to supplement their education and training in areas such as accounting,
finance, economics, and langv:ﬁle : ‘ ‘

Question. Is the confidentiality of information furnished in antidumping and
countervailing duty cases protected? .

Answer. Yes. We only release this information under protective order to counsel -
for firms that are pe.rt{ee to our proceedings. We believe that the sanctions under
our protective orders are adequate to protect confidentiality. In one instance, we
granted limited access to in-house counsel but again under a protective order with
appropriate sanctions. In that case, and to.our knowledge all other cases in which
protective orders have been ted, the terms have been stri adhered to. In any
event, no information would be released over the objections of the submitting firm.
The requesting confidential treatment re e right to withdraw any infor-
mation it does not wish released. A

But, this committee has devoted—it is not g::i' fault. Dé)n’t
misunderstand me. The process seems to be less t rapid.
But, at least 3]rou will be confirmed during the President’s first

term. [Laughter

The CHAIRMAN. This committee has devoted a lot of time and
effort to seek to insure that the foreign policy pressures do not
influence decisions under the antidumping and countervailing duty
laws which protect our industry from unfair trade practices.

That is a matter of t concern to many of us. We find some-
times fuzzy forei poﬁ'cy considerations thwarting the intent of
the Congress and this committee, and I assume sometimes your
area. T : A :

I don’t want you to comment on that, but I would like to know if
you have any %ians to see that the co ional intent is followed.

Mr. Braby. Mr. Chairman, absolutely. In my view, and I know
that this may sound simplisitic, but in my view, the law is the law.

As my professional bac und shows, I worked for Senator
Dirksen and Senator Ervin, jointly, and they were both fairly strict
constructionists. :

I believe the law must be administered as Congress intended.

In this particular area, to the extent that we are able to impress
other agencies of the U.S. Government, as well as foreign coun-
tries, that the law is narrow, that it requires certain actions to be
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taken and the discretion is narrow, then I believe we make a major
step and are able to then implement it more effectively.

That is very definitely my goal. I think we have already started
that process, frankly.

So, there are no quick fixes. That is the manner in which I will
administer it.

The CHAIRMAN. Someone can always conjure up some foreign

. policy reason we shouldn’t do anything. There are a lot of people
down there do that full time. We don't want it done at all.

So, we hope that—State Department has been running the coun-
try long enough. We -would like to see some of the other agencies
have a role to play.

Do you have any—Senator Bradley, do you have any questions?

Senator BRADLEY. Yes, Mr. Chairman.

The CHAIRMAN. Let me ask first, if you have any friends or
family members you would like to introduce who are w1th you
today, other than Senator Humphrey?

Mr. Brapy. I don’t, Mr. Chairman.

The CHAIRMAN. Senator Bradley.

Senator BRADLEY. Is Senator Humphrey a family member?

The CHAIRMAN. He is a friend.

Senator HumMpPHREY. Mr. Brady is older than I, but not that much
older. [Laughter.]

Senator BRADLEY. I would like to ask a few questions, Mr. Brady.

Do you think it was a wise thing for the President to have done
::o remove the grain embargo without getting any concessions
rom——

"7 The CHAIRMAN. Yes.

Senator BRADLEY [continuing]. The Soviets?

Mr. BRADY. Senator, at the time the grain embargo was imposed,
I was out of town and I was called by the White House, as a matter
of fact, and they read the thing to me. I was asked, because I was
still Deputy Director of the Office of Export Administration at the
time. I was asked my opinion. I told them that I thought if that

_ was all we had as far as in our arsenal, to counteract the invasion
of a foreign country, then we were in a pretty weak position. -

I think that as a tool for what it was intended, it was probably
inappropriate. It appears to have been ineffective to the extent.
that other suppliers filled in where we cut off.

In other words, what I am saying is that it didn’t have the
- intended effect.

. . The President had made a promise during the course of the
campaign that he would lift it. He kept his promise.

So, to that extent, yes, I believe it was proper for him to lift it
(mthout so-called concessions in return.

_ Senator BRaDpLEY. What kind of a message do you think it sent to
our allies that we yielded on a point of national interest to pres-
sure from one constituent group?

What would the United States say to the Germans if they decid-
ed to decrease their military expenditures and increase their subsi-
dies to farmers?

What kind of a message would that send to the Soviets?

81-839 0—81—-3
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Mr. Brapy. Senator, if that action had been taken in isolation, I
think that perhaps the message would not have been one that we
wanted to send. '

However, I don’t believe that was the case. We are working with
our allies, and as a matter of fact, the entire area of East-West
trade policy is under review, very fundamental review in this
administration.

The Cabinet Council on Trade and Commerce has met a number
of times and considered the subject of East-West economic rela-
tions. -

Determinations have been made, for instance, with regard to
export control, that the machinery—the Commerce-led machinery
to decide those issues—is going to be reinvigorated. _

There are a number of interagency gro%‘;;s underway that are
examining the fundamental Xl(;lcicy choices. We will soon be getting
together with our allies to discuss the question of East-West eco-
nomic relations. :

So, I think the action was not taken in isolation. I think our
allies appreciate where we are coming from and where we are
pr«l)_bably going to go in terms of East-West trade and economic
policy. -

Senator BRADLEY. Do you support Poland’s entry into the IMF?

Mr. Brapy. Senator, to be honest with you, that is not an issue
that falls under my jurisdiction. I would be out of my element in
volunteering an answer to that. :

Senator BRADLEY. You mean you only deal with the trade. You
do not deal with how the trade is financed? '

Mr. Brapy. Senator, to the extent that the credit issue, the debt
which is owed by the Eastern Bloc and the Soviet Union to the
Welslt, is an element of East-West trade policy, then certainly I deal
with it. '

But, specifically as to the decision of whether or not Poland joins
the , that is not something that I deal with.

Senator BRADLEY. That is what?

Mr. Brapy. That is not something that I deal with.

Senator BrapLEY. But, what is your personal opinion? I mean,
you know what the IMF is and you know what Poland’s credit
_position is.

What is your personal view?

Mr. Brapy. Senator, I really don’t have one. It would be off the
to];; of my head, and I have not looked at the pro’s and con’s of
whether or not Poland should go into the IMF. :

I realize that Poland is on the brink of a financial collapse. I
know what the issues are, but yet I simply have not, in my own
mind, made a judgment.

Frankly, I tend to want to refrain from taking a position which
might not be an intelligent one. : .

nator BRADLEY. Mr. Chairman, I have a number of other ques-
tions. I will wait for my next round. ‘

The Chairman. Go ahead. ‘

Senator BRADLEY. Since you won’t have an opinion on the specif-
ic question as to whether Poland should join the IMF, what in your
view would be the strategic advantaﬁ&smand disadvantages to
having Poland become a member of the
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adT!le Chairman. Stay within your own jurisdiction would be my
vice. B

Mr. BrADY. Senator, to the extent that joining the IMF would be
a cover for the Polish debt or it might help the Poles step back
from the brink of financial collapse, then that is a foreign policy
decision for this Nation to make. ,

It is not one, as I said, that I participated in or that I am even
knowledgeable in the pro’s and con’s. It entails coming to grips
with the decision of whether or not we want to “bail”. the Poles
out. '

That is a decision that is basically between the Treasury Depart-
ment and the Department of State.

Senator BRADLEY. U.S. trade with Poland creates pressure for
financing that trade, which in turn has piled up a la:ge Polish
debt. The IMF makes a loan to correct temporary payments im-
balances, helping countries to cope with.large debt problems. But
before the IMF makes a loan to a country, it sets stringent condi-
tio%s 3; to what that country must do with its interest rate, with
its budget.

In other words, doesn’t it exert some control over the internal
-economic policies of the country?

Mr. Brapy. As an economist, I would have to answer very defi-
nitely, yes. .

Senator BRADLEY. Then, what might that imply if Poland became
a member of the IMF?

Mr. Brapy. It would imply that Poland would have to put its
house in order. ‘ - '

Senator BRADLEY. Who would be calling the shots for that?

Mr. Brapy. Presumably, Senator, the IMF.

Senator BRADLEY. Right.

What would that mean then for Polish independence and Po-
land’s relationship with the Soviet Union?

Mr. Brapy. I think that is where I would raise a very large
question mark, because I am not sure. ' _

Senator BRADLEY. Well, wouldn'’t it be——

_ Mr. Brabpy. I don’t think any of us, Senator, really know what
the full extent of the Polish relationship with the Soviet Union or
its neighbors really is. I think that is an area that is a very large
question ‘mark as to precisely how far any of these parties are
willing to go. That is an unknown.

Senator BRADLEY. Well, would you accept that if the IMF did set
conditions that Poland followed, that the Western economic views,
as generally reflected in the IMF, would certainly have more influ-
ence over the Polish situation than we have had in the past
decade?

Mr. BraDY. Senator, to the extent that I accept all of your
assumptions, and to the extent that this is a theoretical discussion,
then I would have to answer, yes, of course.

But, I hesitate in answering your questions because I could leave
this hearing room and find I have been quoted in a manner that a
Reagan administration spokesman has said such and such, when
this is a matter outside my jurisdiction, one in which I am.really
not knowledgeable, fully knowledgeable.
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Senator BnAnm Very well. Let us just move to the trade ques-
tion.

Mr. Brapy. Fine. .

Senator BrapLEY. And off of the IMF. Do you think the United
States, the West is vulnerable to increased trade w1th the East
politically or strategically?

Do you think it makes us more or less vulnerable if we mcrease
trade with the East?"

4 Mr. Brapy. Senator, that is a question that has to be broken
down into parts.

One, you have to deal with the Soviet Union. You have to deal
with the PRC, and then you have to deal with Eastern Europe and
even within Eastern Europe, certain specific countries.

You then have to take a look at the Western countries involved
and come to grips with the relationship of France, West Germany,
to the Soviet Union, and the relatlonshxp of the ‘United States w1th
the Soviet Union. ~ - -

Currently, the relationship between Western Europe and the—
Soviet Union is probably of concern from the standpoint of the
interdependence that has developed, and whether that interdepend-
ence leads to Finlandization which has been always an objective of
the Soviet Union with regard to, certainly West Germany.

For instance, the fact that over 20 percent of West German steel
production goes to the Soviet Union, implies a certam dependency
which is difficult to break off on both sides. : .

So, yes, there is a strategic concérn with East-West trade, very
defimtely

There is a concern with the debt and what the debt implies. We
do not know how much leverage exists on the part of the Soviet .
Union and Eastern Europe vis-a-vis the West, or which speclﬁc
banks are involved.

These are all very legitimate questions. They are questions we
are trying to address in the fundamental review of East-West eco-
nomic relations which is underway.

Senator BrADLEY. Is it your personal belief that the United
States should sell oil drilling equipment to the Soviet Union?

Mr. BrapY. Senator, I mentioned that the administration has
underway a number of rewews One of them concerns or attempts
to answer the question: Is it in the national security interest of the
United States to help the Soviets develop their oil and gas produc-
tion manufacturing.

That is a question that has not been answered yet. I do not know
the answer to that. Frankly, I don’t know where we are gomg to
come out on the answer.

There are very significant pro’s and con’s.

Senator BrADLEY. Is it in the interest of the United States to
increase the sale of grain to the Soviet Union?

Mr. Braby. I suspect it probably is.

~ Senator BrapLEY. Is that also under review by the East-West
Trade Panel? Or if that judgment has already been made, how

~ -could that be made before the decision on oil rlgs, if both are -

subject to the review?
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Mr. BrADY. Senator, when you deal with East-West trade you are
dealing with questions of degree and you are dealing with judg-
ment calls. - A

I believe that grain is substantially different strategically than
~ for instance, the ability or the United States giving the Soviets the
technology or conceivably the equipment to help develop an oil
industry when we know that oil exports from the Soviet Union
account for over half of the foreign exchange they earn to be able
to buy goods in the West.

Now, at a time when the Soviets are apparently militarily supe-
rior to the United States in some areas, I think a very legitimate
guestion can be raised as to whether or not we want to help them

evelop their foreign exchange capability.

Or, do we want to use the economic tool which we have as an
instrument of foreign policy. ,

Senator BRADLEY. So, you would draw the difference between the
two on the foreign exchange ground?

Mr. Brapy. To a certain extent, yes.

Plus, the strateiic implication of oil and gas, the infrastructure
" that is created, the dependency, for instance, that is created in
certain areas of the world is of concern.

The other side of the coin is the argument that if you help the
Soviets then you relieve pressure on the Middle East and other
areas.

Senator BRADLEY. Does the recent CIA revision of Soviet oil
production capability affect your judgment at all on. whether we
should assist them? -

Mr. Brapy. I think, Senator, it will have to affect the fin
conclusions of the review that is being done, yes. .

Senator BRADLEY. So that you would think it would be less likely
that we would sell them the equipment now that the CIA has said
that they won'’t be in an oil shortage? B

Mr. Brapy. No; I don’t think it is less likely or more likely. All I
am saying is it is a piece of information which is different informa-
tion than we had 3 weeks ago, and therefore, had to be inputted
into the review and may, when all the other factors are considered,
may bring us to a different conclusion.

I am not sure. All I am saying is it is a different piece of
information, definitely. .

Senator BRADLEY. afou see any pressing national need to in-
crease our exports of coal to Western Europe

Mr. Brapy. Very definitely, Senator.
~ Senator BrapLEy. Well, what specifically do you think can be

done to increase those exports?

Mr. Brapy. Well, I know there is a high unemployment situation
in the domestic coal industry in the United States. To the extent
that we are able to export coal, we also may help the Europeans in
an area, again, that is strategic to us, and that is the dependency
on the Soviet Union for gas which is a concern. ' _

Basically, increasing export of coal creates American jobs. I
think that is a good, desirable objective and one that we should
work toward. _

I know there are some problems of port facilities, but all these
problems can be addressed, I believe.
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Senator BrRaDLEY. What specifically, in your view, do we need to
do? We are on a relatively short time horizon now. The Germans
are now making a choice. They can buy natural gas from the
Soviet Union. They can buy natural gas from Algeria, and Norway,
or they can buy coal from the United States.

They are going to be making a decision. It is astounding to me, to
talk to Germans who say that the reason they will go with the
Soviets for natural gas supplies is they feel the Soviets are more
reliable suppliers. '

What are we going to do to push the export of coal?

Mr. Brapy. Senator, we have under way in the Department, and
the administration will have under way, a policy aimed at increas-
ing the export of coal. That entails taking various actions.

Again, this is not an area that is under my jurisdiction. I am
aware that it is in process. I think it is something that is strongly
desirable. Again, it is a matter where we are conveying to our
European allies our willingness to export.

I have, for my part, as the administrator of short supply controls
that might eventually be used on coal exports, indicated to the
people within Commerce that I believe we should be exceedingly
reluctant to im controls on the future export of coal. We can
thereby respond to criticism that we get from our allies that the
United States is not a predictable supplier.

Senator BRADLEY. So assured supply with no controls is one
thing, - .

Mr. Brapy. Very definitely.

Senator BrADLEY. Do you think there is anything else needed?

Mr. Braoy. It is my understanding, Senator, that yes, there are
some other things needed. The policy is being put together.

Senator BRADLEY. As Assistant Secretary what is the criteria
%la_t ygu will use and apply on the question of exports to the Soviet

nion | ‘

Mr. Brapy. Senator, I think, if I had an answer to that question,
‘tihat lI ;:?iuld get a scoop today. I don’t know that yet. That is being

eveloped.

Senator BRADLEY. That is in your g ea though, isn’t it?

Mr. Brapy. Yes, absolutely, absolutely. The interagency group
that I mentioned, which is developing an East-West economic rela-
tions policy is now meeting. The review was initiated in the Cabi-
net Council on Commerce and Trade. It has been discussed a couple
of times subsequently. It will go back through the Council for the
President. The President will make the decision of how we are to
address the Soviets in terms of our economic relations.

That decision will be conveyed to our allies.

So that we are addressing policy in a coherent, structured
manner. ‘The policy we get will be an administration policy.

- Senator BrabLEY. Could you give the committee an{ guidance at
all about your personal feelings about what technologies clearly
will not be available for export to the Soviets? = g

" You mentioned earlier specific oil technology. What else?

Mr. Brapy. Senator, I could not at this point, because I think
there is a question of getting the broad policy guidance from the
President which may end up focusing more on technology than
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specific products, for instance, chess games that may have a micro-
processor in them. g -

We may want to focus more on process know-how, the ability,
the knowledge that teaches the Soviets to manufacture something.

In other words, that may be what we want to devote the Govern-
ment’s resources to, making sure critical technologies are not ex-
ported to the Soviets. This is an exercise that has been going on for
a couple of years within the Government. It floundered a bit. I
think we can take it and make it a crisp policy, an efficient policy
that our allies understand, that the business community under-
stands, and one that is effective in dealing with the Soviet Union.

But, my previous statements with regard to East-West trade are
not very private. I am positioned very strongly on the issue. I still
believe that over the last 10 years, we have exported to the Soviet
U?lipn in a manner which helped them directly with their
military.

I believe most of the intelligence agencies agree with that assess-
ment and so doés the Defense Department. ’

" What we have to do is to come to grips with the question of how
" do you prevent that in the future.

nator BRADLEY. Could you list the items that we exported
which you think were directly helpful to the Soviet military and
state for the record whether you intend to prevent those kinds of
items from being exported in the future? | ;

Mr. Brapy. Senator, there is a whole range of what I would call
process know-how, in the transportation industry which we export-
ed to the U.S.S.R. and helped them develop one of the modern,
. vesrgé modern industries in the world.

nator BRADLEY. Do you think the Kama truck deal was a
mistake? ; e

Mr. Brapy. Well, Senator, if Kama trucks roll into Poland, they
.gire1 Sl)lé,Bt going to be the buses that had to roll into €zechoslovakia,
in . : : ' ‘

In 1968, the Soviet military had to take buses off the street of
Moscow to g‘et their troops in. They are not going to have to do
this. They didn’t have to do it in Afghanistan and they are not
going to have to do it if they go into Poland. ©~ = = :

Senator BRADLEY. So you think we shouldn’t help them build
trucks; what else? -

Mr. Brapy. I think there is a whole r%naﬁe of technologies. Some
of it is classified. Certainly, the whole bearing question is a
veﬁlegitimate question. ‘

ere is a question of computers being diverted, specific pieces of
equipment being diverted. There is a question of air traffic control
technology both being sold as well as being acquired illegally.

There are any number of examples, Senator, where technology
has helped them directly. »

Senator BRADLEY. If a businessman came to you and said “Look,
I don’t want to violate any of the prohibitions or criteria that you
‘are going to establish. What could I export to the Soviet Union?”

at would you tell him? :

Mr. Brapy. Right now, Senator, I would tell him we are still
basically functioning under the Carter guidelines.

Within a month and a half—
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Senator BrRADLEY. Except in grain.

Mr. Brapoy. Yes, but that was, you know, a Carter guideline
lastmg a year. It applied to the Soviet Union only.

When we talk about East-West trade, 1 thmk we talk about the
PRC and Eastern Europe, also.

So, basically, we would have to go according to the criteria that
we have today.

That will not necessarily be the case within a couple of months. I
think we may have new criteria by which to guide the business
community.

I know the business community is concerned about this area
because they feel it is vague, it lacks predictability, it lacks concise-
ness. They don’t know what to do from one day to the next.

| beheve the Carter policy was characterized by a -hocism and by
shooting from the hip.

What we hope to be able to give the business community and our
allies is a degree of consistency, so that they don’t spend $200,000
trying to develop a market and then come in to my department
and we will tell them, ‘“Sorry, Bud, you can’t export it.”

Senator BRADLEY. I think that is very commendable.

When do you think you will have those developed?

Mr. BrapY: Senator, we hope to have the general guidelines from
the President within 1 month, maybe it might go over to 2 months.

‘At that point, then it is up to my department to take those broad
guldehnes and to implement them with regard to specific cases and
issues and problems.

We have already begun that in trying to ehmmate the backlog .
we inherited.

I hope that by the end of the year we w1ll have made significant

progress in giving to our allies and the business commumty this.
predictability we hope to achieve.

Senator BRADLEY. Just two other areas of questions.

Mr. BraDY. Yes.

Senator BRabLEY. Did I;'ou feel—-— :

Senator HumPHREY. Pardon me, Senator Bradley, if you wﬂl
. Mr. Chairman, I have to excuse myself. I have to catch an

alregltane I am attendmg a meeting of the IMF on the Pollsh
question

hter.]

gfu%lumum Good luck. Senator Humphrey. It is very enhght-
ening, by the way. Thank you very much.

Senator BrapLEY. Do you think that it is possible for the United
States to follow one policy with regard to exports to the Soviet
Union, a more stringent pohcy, a tougher policy, and Western
Germany to follow a less stringent, less tough policy?

Can we two-track this?

Mr. Braby. No, we cannot. One of the fundamentals of the
- Reagan administration pohcy, I believe, 1s going to be its multilat-

eral applicability.

I am not conceding Senator, that we in fact do follow a more
stringent policy than our allies. There is some legntxmate differ-
ences in interpretation of the embargo list that we maintain with
our NATO allles and Japan.
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The business community says that we in fact are applying the
law more stringently than do the West Europeans. You know, that
may be the case in certain specific cases; but no, to be effective, for
national security reasons, if we have an embargo list, it must be
multilateral because it is not effective for the United States to
maintain a system of controls on particular commodities or tech-
nology that is available either from Japan or Western Europe.

So, to that extent, it must be multilateral and we intend to
elevate that with our major allies and to make that a focal point.

Senator BRADLEY. So that U.S. export controls will be in accord
with multilateral controls?

Mr. Brapy. Very definitely, Senator. ‘

Senator BrapLEY. Would you also say that the levels of trade
with the Soviet bloc in general would be different among the Allied
countries?

- " In other words, can you see a rationale for the West Germans
trading much more directly and in much greater volume with the.
East than does the United States?

Mr. Brany. Yes, but that doesn’t necessarily mean that it is in
strategic commodities, either. There is a proximity, a geographical
proximity and a historical relationship that exists not only between
West Germany and the Soviet Union, but between Western Europe
and Eastern Europe.

This special relationship doesn’t necessarily exist between the
United States and those countries involved—— )
Senator BRADLEY. So your point is that multilateral export con-
trols should not be inconsistent with historical patterns of trade in
terms of GNP in the country; in other words, a higher level for

Western Germany than in the United States?

Mr. Braby. Not necessarily, Senator, as long as we are not
talking about strategic commodities.

Senator P2ADLEY. One last area. ,
Do you feel that the amount of Soviet bloc debt that is outstand-
ing to the West, say roughly $80 billion is a strategic vulnerability?

Mr. Brapy. Senator——

Senator BRADLEY. $80 billion in Western loans extended to East-
%n; Europe; some $30 billion to the Soviets; some $27 billion to the

oles. :

Mr. Brapy. Senator, for over a year, I have indicated publicly
that I thought it was a legitimate area of concern for the United
States and for the West.

" Precisely what kind of a vulnerability, I am not sure we really
know. I think that is one of my concerns. I believe it is something
we must look at.

I notice the Wall Street Journal article of a couple of days ago,
which indicated that some banks in the West are now getting—
well, -1 will use the word “concerned” again—about some of the
loans because of the Polish situation and because of the apparent
unwillingness of the Soviets to step in. , '

So, yes, it is' very definitely something we must look at. It is an
element that must be factored into the public policy of this Nation
in dealing with the Soviet Union and Eastern Europe.

- Senator BRADLEY. You said you are not certain what kind of
vulnerability it is?
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Mr. Brapy. I am not sure how extensive a vulnerability it is, or
how extensive the leverage is to; put it a different way.

Senator BRADLEY. Let’s sa; t the trucks which we helped
build now run into Poland. Clearly the West has made a series of
plans for what they are going to do, one of which must be, as I
understand it, to cut off of all trade: That’s correct, isn’t it?

Mr. BraDYy. Senator, I would refrain from answering that ques-
tion.

Senator BRADLEY. Why would you refrain? y

Mr. Brapy. I don’t think that the administration has indicated
publicly what its contingency planning was with regard to an
invasion of Poland. .

Senator BRADLEY. Let’s assume then that there is an embargo of
some sort. If that occurred and the Soviets made the calculation
that indeed, this is the end, and they clearly would have made this
calculation before they moved into Poland, why shouldn’t the Sovi-
ets simply default? ‘ :

Mr. Brapy. Yes. : '

Senator BrRaDpLEY. If 80, what would happen to the banking
system of the West? :

Mr. Brapy. The latter part of your question is the unknown. I
am not sure exactly how that debt is distributed in the West. That
is what makes a difference. ‘ .
Whether or not they default is, I think, a really debatable ques-
tion. :

Thl%retis no doubtt; that thehSosfkilel:;dUr}ion needs mtelt'n wclg:(;l(;
ogy if it is goi make the kind of progress it wan ~
make in its ownmfndustrial base. ' ‘

To that extent, then we have leverage on them. But, it is a series
of judgmental decisions when you try to estimate the leverage that
both countries have on each other.

So, but, with regard to your fundamental question, I don’t think
there is any doubt in my own mind that the debt is a legitimate
concern for the West and one which must be addressed, one which
we are addressing by the way, with our allies.

Senator BRADLEY. Let me get it a little clearer. It is a fundamen-
tal concern, but you don’t think that the Soviets would default.

Mr. Brapoy. I didn’t say—— : .

Senator BRADLEY. What is the concern? _

Mr. Brapy. I didn't say that, Senator. There is also an East
European debt which is significant. :

Senator BRADLEY. But, if the Soviets moved into Poland, their
debt would suddenly Igo uﬁ from $30 billion to $60 billion, because
they would have the Polish debt, too. o

r. BRADY. I don’t think they would agree. They would be just a
police force. ’ , '

Senator BRADLEY. The question is, What is your concern then?
leiw be specific. : , e

r. BRADY. The concern is the concern you expressed, Senator.
Under those circumstances, the Soviet Union might default.

Senator BRADLEY. That is gour concern. When you say you have
a concern about the size of the debt, your concern is that the
Soviets would default and that would possibly pose a threat to the

banking system?

13
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Mr. Brapy. What I am saying is, yes, basically. The only issue
between us is at what point, under what circumstances would the
Soviets default.

It is conceivable that if the friction developed between -the
United States, between the West and the Soviets to such an extent
where it was in their interest to default, then they probably would.

But, what is impossible for us to assess here is at what point does
that occur.

Senator BRADLEY. Who in the administration is thmkmg through
“a response to that possible scenario?

Mr. Brapy. Senator, it is being addressed in terms of the East-
West economic relations review that ig underway. .

Senator BRapLEY. Who is charged with that? )

Mr. Brapy. The State Department is chairing each one of these
interagency groups that I mentioned. There is input—— ,
, fSﬁnggor BRADLEY. Is a representatwe from your office a member
" of tha : .
- Mr. Braby. Very deﬁmtely ‘

Senator BRApLEY. Will you be a member of that?

Mr. Brapy. Very definitely, Senator.

Senator BrabpLEY. Will you be the person responsible in Com-

. merce for the debt question? -
: Mr. Brapy. I share that responsibility with the Bureau of East-
" West Trade. ,
 *Senator BRADLEY. Who is that? .

Mr. Brapy. It is a %wy bureau. :

- Senator BraDLEY. Who is the person in charge there?

Mr. Brapy. The person is Bill Morris who is the Assistant Secre-
_tary for Trade Development.

. Senator BRADLEY. Right. oo .

Thank you, Mr. Chairman.

The CHAIRMAN. You don’t have any jurisdiction over IMF?

Mr. Brapy. I don’t, Senator Dole. °
. The CHAIRMAN. I am pleased to hear that.

Then I would just say with reference to the statement on the
grain embargo, I think our allies were upset. They were taking
over our market. The Algentmes are very upset that we terminat-
ed the embargo. They had just about taken over a customer.

But, that is another issue that I don’t think you deal with direct-
ly. 1 think some of us feel embargoes are fine, as long as they are
-across the board, and don’t single out any one segment of our
economy.
~ Tam pleased to know that we no longer need to defend the failed
policies of the Carter administration. There is a departure in this
administration, as you well expressed.

Mr. Brapy. Thank you, Mr. Chairman.

- The CHAIRMAN. Our next nominee is David R. Macdonald, to be

Deputy U.S. Trade Representative. -

nator Mattin l‘Ely has been waiting patiently. I think he wants
to say a kind word about you. Is that all right?
- Mr. MacpoNALD. That is certainly all nght with me, Mr. Chair-
man.

The CHAIRMAN. Fine.
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STATEMENT OF HON. MACK MATTINGLY, U.S. SENATOR, STATE
- . -~ OF GEORGIA . - ,

Senator MATTINGLY. Mr. Macdonald, I think it might have been
easier, I suppose, to send a printed document here in support of
you. But, as you and I are very close friends, I felt the bureaucra-
uidbebestservediflcameinpersontoday.

I think your service to this country as a former Assistant Secre-
tary of Treasury, as Under Secretary of the Navy and being in the

“private practice of law, and that law practice being one that is

international in scope, fits you well and outfits you very, very well,

" to become the Deputy U.S. Trade Representative. _
- 1 feel deeply also, that—I think it is unique today thut you and I

are here before the Finance Committee. It is the only way you and

I could get here. Senator Dole wouldn’t take me on, when I first

came to the Senate, but you and I-——

The CHAIRMAN. We have a rather rigid test.

Senator MATTINGLY. Right. : ’ ‘

Mr. Macdonald was cochairman with me of the tax policy com-
mittee for the Republican National Committee, who 18 a strong
advocate of 10-56-3, which you may have heard of before.

- But, really, I feel like when the President went out and tried to
search out people that had ability and character and wanted qual-

" ity people to serve in the administration, he could have picked no

finer person than yourself to serve. ,
I am glad the irman, Senator Dole, has let me come here to
speak on g:mr behalf. - : ,
As a friend, and knowing your background, I welcome you
aboard. I am sorry it has taken so long to iet ou here. '
- Mr. MacpoNALD. Thank you very much, Senator. I hope I can
g:unlée on that one vote at least when it gets down to the floor of the
nate. . |
The CHAIRMAN. I can vouch for him. I think he will vote for you.
We appreciate that very much, Senator Matt:mgl{'1 If the nomi-
n::l shoufd lx;ttx: i]neo difficulty, we’ll be in touch with you immedi-
ately. [Laughter. _ ‘
r. MACDONALD. On the tax policy also. [Laughter.]
The CaHAIRMAN. Do you have a statement to make?
Mr. MacpoNALD. I have a one-page statement, Mr. Chairman.
[The prepared statement of David R. Macdonald follows:]

" PrEPARED STATEMENT Or Davip R. Mwnomm

David R. Macdonald was born November 1, 1980, in Chicago, Illinois. He received
his B.S. degree from Cornell University in 1952 and his J.D. degree from the
Universitﬁao{ Michigan Law School in 1956. He was Assistant Editor of the Michi-
w Review and was elected to the Order of the Coif. .
1964, Mr. Macdonald was named one of Chicosg’js Ten Outstan Young
Men. He 18 a member of the American, Illinois, and Chicago Bar Associations; the
Economic and Legal Clubs of Chw:fo the Board of Directors of the Chicago Crime
Commission, Chicago Association Commerce and Industry and the Chicago City
Bank and Trust Company. He has been a contributor to various professional jour-
nals and a sﬁeaker at numerous | institutes. Mr. Macdonald also is a history
buff and a collector of political phlets and ephemera. ' ;

In May 1974, Mr. l&do was appointed Assistant Secretary of the Treasury
for Enforcement, Og::tions, and T Affairs, where he was awarded the Treas-
ury Department’s onal Service Award. In that tion he supervised the
administration of the Countervailing Duty Law, the Anti-Dum % Acamand other -
international trade statutee, as well as supervising the Secret & ce, Customs
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Service, the Bureau of Alcohol, Tobacco and Firearms, the Mint and the Bureau of
Engraving and Printing.

In September 1976, he was nominated by President Ford to be Under Secretary of
the Navy, and served in the position until February 1977. In that position he was
awarded the Defense Department’s Medal for Distinguished Public Service. -

He is married to the former Joy Odell of Evanston, Illinois. They have five
children, Martha (2-15-63), Emily (4-15-64), David (7-14-65), Rachel (1-8-68), and
Rebecca (9-17-72),

In 1977-78, Mr. Macdonald served as National Chairman of the Michigan Law
School Fund. Also in 1977, he was appointed to the Tax Subcommittee of the
Republican National Committee’s. Economic Affairs Council. In 1979, he took over
the cochairmanship of that Subcommittee.

STATEMENT OF DAVID R. MACDONALD, TO BE DEPUTY U.S.
TRADE REPRESENTATIVE

Mr. MacpoNALp. I am delighted to have the opportunity to
%f)gear before you today. It is an honor to be nominated as Deputy

.S. Trade Representative and to appear before you for confirma-
tion.

I would like to assure you that I am fully aware of the special
resionsibilities for international trade vested in Congress by virtue

f the Constitution and the resulting close relationship between the
Office of the U.S. Trade Representative and the Congress.

I intend to work to strengthen that relationship and to response
to the needs of this committee, the House Ways and Means Com-
mittee and the Congress as a whole. .

Our priorities in trade policy have one aim, advancing U.S. inter-
ests. We can achieve this most effectively by expanding world trade
on a mutually profitable and reciprocal basis. . '

To do this we need to begin at home by removing self-imposed
export disincentives such as the present laws dealing with elicit
payments and the current unwieldy and burdensome system of
taxation of Americans abroad.

At the same time, we will be working toward the removal of
foreign obstacles and disincentives to our exports both through
e{feg;i::s enforcement of the multilateral codes and through bilater-
al efforts.

This is particularly important with respect to our agricultural
exports to which numerous foreign obstacles exist.

Agricultural products, as you particularly know, Mr. Chairman,
contributed a favorable sectoral halance to the United States of
about $24 billion, in 1980.

Now, they are %resently running at an annualized rate of about
$31 billion, favorably.

So, once again, I al;‘)freciate the opportunity to appear before the
committee, and would be happy to address any questions that the
committee may have, sir. .

The CHAIRMAN. you very much.

I might say I appreciate your comments with reference to agri-
culture and trade and the contribution it makes. I think some-
times, since there are not as many farmers as there once were, it is
overlooked as an important segment of our economy and what
would we do without it as far as our balance of payments is
concerned.

I would yield first to Senator Danforth who may have questions
as chairman of our Subcommittee on Trade. '

Senator DaNrorTH. Thank you very much, Mr. Chairman.
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Mr. Macdonald, 1 thix;lilf'ou said in your remarks that the U.S.
Trade Representative, will advance the interests of the United
States. I think one of the most memorable comments I have heard
by a Presidential nominee was when Ambassador Brock came
before this committee in his confirmation hearing and said in his
opening statement, ‘‘The purpose of the U.S. Trade Representative
is to serve the commercial interests of the United States.”

I think that means that your job is to drive a bargain; make a
deal. To make a deal with the economic and commercial interests
of the United States in mind. ‘ :

Your job is not to create a kind of academic, philosophical posi-
tion which you pursue regardless of its ramifications.

Is that what you are saying?

Mr. MacpoNALD. I would say so, Senator Danforth. Our job is to
make a deal or not make a deal, as commercial interests of the
United States may appear.

Senator DANFORTH. There are people who are very interested in
the subject of trade, but they are extremely ideological. They say
they believe in free trade which I think they define as being
‘United States market absolutely free for anyone——

Without regard to reciprocity, without regard to our access to the
markets of other exporting countries. , .

My hope would be that U.S. Trade Representative would have a
more practical function and you would not be practicing some
ideological version of the trade picture.

Mr. MacpoNALD. You certainly heard me correctly. Advocacy of
free trade for the United States has to have as its adjunct the
possibility of retaliatory action or demands for compensation in the
event that our trading partners adopt policies that are less than
free trade.

It is similar to unilateral disarmainent. Free trade is good as
long as both sides are mutually and in a balanced way reducing
their obstacles to free trade.

Senator DANrPORTH. We went through this exercise in the case of
automobile imports from Japan. There were those who tried to
make the point, I was one of them, that our relations with Japan
are really not relations based on free trade. That a host of barriers
lslgt?es been erected by Japan against imports from the United
. Therefore, in considering any part of a trade relationship with
another country, we should consider a whole range of trade rela-
tionships.

- Do you agree with that? )

Mr. MacpoNALD. I believe you are referring to what some have
called “the Brock Doctrine.” I agree with it. It has to be accompa-
nied by a statement that the Japanese have come a long way in the
last 10 or 15 years. There are certain Japanese markets tgat cer-
fain high technology U.S. companies are penetrating very effective-
y

Nevertheless, there are some very subtle Government policies
that are pursued by the Japanese, some even innocently. I am not
even sure that the Japanese realize their real effect.
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Their customs inspection policy, for example, I am sure they
«—think that is a normal procedure, but it has a detrimental effect on
our exporting.
- While I admire the Japanese for the degree to which they have
attempted in the context of their own cultural background to open
up their markets, I think that this administration had better spend
its entire 4 years or 8 years, working on the further dismantling of
these very subtle obstacles to trade.

Incidentally, the most obvious obstacles that are much less subtle
are in the agricultural field with quotas on citrus and citrus prod-
ucts, beef, and forest products. In forest products they have asked
us to restrain ourselves and certain other U.S. agricultural exports.

Senator DANFORTH. Thank you very much.

The CHAIRMAN. Senator Heinz.

Senator HEINz. Thank you, Mr. Chairman.

Mr. Macdonald, the MFA arrangement provides for orderly trade
in textiles and apparel between low wage countries and the devel-
oped countries.

Do you believe the MFA she would be significantly strengthened
in this year’s renewal?

Mr? ACDONALD. Strengthened in terms of restricting the im-
ports?

“ nator HEiNz. Well, the purpose of the multifiber agreement is
to try to avoid the disruption of markets through disorderly in-
creases in volume among the various trading countries that receive
the volume in the form of imports.

Mr. MAcDONALD. Correct.

Senator HEINz. So strengthening means avoiding more disorder.

Mr. MacpoNaLD. This is what we made clear to our trading
gart-ners at the MFA negotiations under the GATT on May 7 and

, that we were concerned about this particular problem of market
disruption; that is, the whole question of rising imports during a
period of very sluggish demand which we have gone through here
recently, but, we hope we are coming out of now.

- Senator HeiNz. Should the MFA be strengthened so that there is
less of a surge in imports during a period of sagging demands
domestically?

Mr. MAcpoNALD. Let me put it this way. I believe it should
prevent sudden and large import surges that result in dislocation
and unemployment.

Senator HEINz. But you are for necessary surprises?

Mr. MACDONALD. Surprises are not necessary in this field.

Senator HEiNz. Well, I don’t know what ybu mean.

What do you mean? ‘ .

I don’t understand your policy. You are either for a stronger, the
same, or a weaker agreement. Now which are you for?

Mr. MAcDONALD. | am a little troubled by the term “stronger.”

Senator HeiNz. One that will do a better job of preventing
market disruptions.

Mr. MacponaLp. That we are absolutely for, yes.

4 S&nagor HEeiNz. You are committed to strengthening the MFA to

o that?

Mr. MacpoNALD. Correct.

Senator HEINz. How?
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Mr. MacpoNALD. We haven’t finalized an approach in this area
yet, since we are at the beginning of the negotiating process.

Senator HEINZ. Do you have an approach of any kind? -

Mr. MacpoNALD. Yes. I am in general charge of this, among
other policies. We have a textile negotiator who is actively working
in this area and we also have our Geneva deputy who is taking an
active lead in the MFA negotiations.

As a result, I have concentrated my efforts elsewhere.

Senator HEINZ. Let me be a little more specific then.

One of our big problems is the fact that though we made bilater-
al textile agreements with our major suppliers, our Government in
the past has been lax in enforcing those agreements. :

Now, are we going to have those kinds of agreements in the
future and are they %oing to be enforced? -

Mr. MacpoNALD. If they are not being enforced, Senator, I will
make a commitment to check into that and get back to you and
make sure they are. n

Senator HEINz. If they are not being enforced, you will check and
tell us whether or not they are being enforced?

Mr. MACDONALD. Yes.

- Senator HEiNz. That is nice, but we already know they are not
being enforced. None of us need anybody to tell us that they are
not being enforced. :

Mr. MAcpONALD. I don't believe I said that.

Senator HEiNz. What would you do? "

Mr. MacpoNALD. If they are not being enforced, I will make sure
that they are enforced. , :

Senator HeiNz. Very well.

You seem a little hesitant about enforcing our fair trade laws.
Mr Macdonald. I have no hesitation at all to enforce our fair
trade laws. : ’

Senator HeiNz. Do you afree that with respect to the MFA that
our negotiating goals should be to relate import growth from all
sources to domestic market growth? - :

I Mr. MacpoNALD. Boy, you really are asking me questions that

Senator HEINzZ. | won’t be the last.

Mr. MACDONALD. I can see that.

Senator HEINz. If I don’t do it, someone else will.

Mr. MacpoNALD. The specifics of how MFA will be strengthened
have not yet been determined. It is actively beili% worked on by
Peter Murgle}y, our chief textile negotiator, and Mike Smith, our
DeIputy in Geneva, who as a team supervise that area.

have not heard any complaint regarding their conduct of it.

As a result, I have not addressed myself to the specific day-to-day
developments under the MFA. We have a big plate and very few
people in our shop, as I am sure you know, Senator.

Senator HEINZ. Let me put a slightly softer question to you, then.
Do you see any problem with having an MFA that does a better job
than the last one did, in relating import growth from all sources, to
our domestic market growth.

Do you have any problems with that statement of principle?

Mr. MacpoNnALD. None whatsoever.

Senator HEINZ. Good. -
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President Reagan should be glad to hear that because in a letter
to Senator Thurmond, during the campaign, he said, “When the
MFA expires at the end of 1981, it needs to be strengthened by
relati:}:lg import growth from all sources to domestic market
growth.”

I am glad I finally got you to agree with the President even
though you seemed a little reluctant.

Well, one last question. This is as regards the Subsidieg Code. In
order to negotiate a Subsidies Code that was acceptable to all

rties, the administration had to give—the last administration

ad to give—some explicit assurances as to the minimum level of
obligation that would be expected of any LDC seeking designation
by the United States as a country under the agreement.

Mr. MacpoNALD. That is correct.

Senator HEINz. These were specifically laid out by administra-
tion spokesmen and they included four things.

One, an obligation not to extend existing export subsidies to any
wider range of products. ) ‘

Two, an obligation not to raise the amounts of existing export
subsidies. , . . ‘ .

- Three, an obligation not to introduce new export subsidies.

Four,'and most important, a commitment to phase out existing
subsidies and to eliminate subsidies immediately for those products
for which the subsidizing country already is competitive. ‘

Now, in the last 18 months, and this is in good measure the
problem of the last, not this administration, those expectations
which are considered minimum expectations didn’t seem to be
pursued terribly seriously in the cases of Pakistan and Korea.

In some cases, they were really openly flaunted by some coun-
tries such as Uraguay. - ‘

Yox; tend to hold the line on these kinds of minimum assur-
ances

Mr. MACDONALD. Senator, the problem is a deeper one than you,
I fear, suspect. o

In presenting the Subsidies Code, to Congress, there is no ques-
tion that the representations you described were indeed made. In
particular, the fourth commitment that went to the subsidies was
in fact not required of Pakistan. This resulted in a similar claim
being made by India when it signed the Subsidies Code almost a
year ago. V

India has taken the United States, now, to the GATT for our
insistence to require India to eliminate their subsidies.

Senator HEiNz. Who has taken us to the GATT?

Mr. MAcDONALD. India.

Senator HeiNz. For our refusal to——

Mr. MACDONALD. Yes. \

.dSe?nator HEiNz [continuing]. Insist on their eliminating their sub-
sidy?

Mr. MacpoNALD. Exactly.

Senator Heinz. I see.

I think you didn't mean what you said. They didn’t take us to
the GATT use we didn’t pursue our right.

Mr. MacpoNALD. No, sir. After Pakistan was allowed to enter the
Subsidy code without eliminating their subsidies, India claimed _

81-839 O-—81—4¢
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gﬁ&'ﬁur refusal to allow India to do the same thing violated the

Senator HEINz. That’s correct; yes.

Mr. MacpoNaLD. That case is now pending. The Subsidies code
itself is an extremely loosely drawn document, particularly in this
area. Article 14 of-the code only requires less developed countries
to make a commitment appropriate to their state of development to
reduce or.eliminate their export subsidies. - _

In fact, it doesn’t even require them to reduce the subsidies, but
to endeavor to reduce or eliminate them.

I think that there is a very real question as to whether ‘any
administration can live up to the commitment that was unques-
tionably made by the Carter administration in the light of the fact
that the code negotiated by the last administration, as well as the -
GATT, may not justifiably allow us to do that.

We are headed for a collision course here. :

Senator HEiNz. Why wouldn’t—why would the Reagan adminis-
trzlaltior}? be unable to live up to the representation to Congress and
others : '

Mr. MacpoNaLp. Well, from a strictly domestic standpoint, we
can. But, I question whether we have entered into an agreement
internationally that is consistent with that. '

Senator HEINZ. You mean with Pakistan?

Mr. MAacpoNALD. Excuse me.

Senator HEINz. You mean the agreement with Pakistan.

Mr. MacpoNALD. The agreement with Pakistan as it impacts
under the GATT, whether we can, on a most-favored-nation basis,
descriminate between Pakistan and India is the issue.

Senator HeINz. I understand that. But, is that why we are
unable, because of that treatment of Pakistan, why we are unable
to follow through.

You are saying you are unable to follow through? x

Mr. MacpoNALD. No. We are certainly able to do whatever the
Congress wants in this area, because we can flaunt the GATT. As a
practical matter, nobody is going to come in and enforce that.

Senator HEINz. Are you saying that these representations that
were made are inconsistent with the GATT? ‘

Mr. MacponaLp. I am saying the allegation has been made, and
it is not an inconsequential one considering the Subsidies Code.
That is, what the last administration has done.

Senator HEiNz. Very well.

So, what you are saying is because we are stuck with Pakistan,
we have to give up everirthing else.

Mr. MacpoNALD. No, I am not saying that.

Senator HEiNz. Well, what are you saying? Put it in English so I
can understand it.

Mr. MacpoNALD. I am saying that a commitment which was
made by the last administration, to obtain a commitment to elimi-
nate subsidies by less developed countries over time, is presenting a
serious problem.

That commitment having been breached once, is going to cause
great trouble bec. .se of expectations of commitments by other
countries, and not only great political troubles, but also great legal
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g?\l’ll!’)ll‘e under international trade agreements, particularly the

Senator Heinz. Well, that is what I thought you said.

“Mr. MAcCDONALD. We are now in the position of trying to decide
what we are going to do and get back to Congress, and I have had
several meetings with the staff of the Senate Finance Committee
on this very matter, pointing out this problem.

Senator Heinz. There are really basically two solutions. One is to
- junk the agreement made with Congress and others, and the other

is to junk the agreement with Pakistan. Make the agreement with
Pakistan consistent with what the administration once said in fact
it was gging to do.

Mr. MAcDONALD. I am not sure we can junk the agreement with
Pakistan. It has already been performed in the sense that they are
now a party to the Subsidies Code.

Senator HeiNz. We never abrogated an agreement? We have
never withdrawn a treaty with another country? We never can-
celled our relationship with Taiwan and things like that?

Mr. MacpoNALD. Once they are a part of the Subsidies Code, I
am not sure we can get them back out of the Subsidies Code
unilaterally. That is where the problem arises.

- Senator z. That’s an interesting point. I don’t know whether
you are correct or not. -

Mr. MacpoNALD. I am saying, this is a very serious problem.

Senator He:Nz. Yes. - .

Mr. MACDONALD. It is a problem we have inherited.

Senator HEeinNz. It is a serious problem. It strikes me that it
would be a very grave mistake for this administration to be forced
for whatever reason to back down on the commitments t' «t were
made to us. I think you might touch off a serious protectionist
wave in the Congress were you to do that. ,

The country has been through a very long period of our existing
fair trade laws being flaunted by previous agmm’ istrations.

As' a result, many problems were never addressed and many
domestic industries have been very seriously injured. The conse-

uence of all of that was the 1979 Trade Agreements Act. It went
through the Congress very smoothly, based in large part on a
variety of very solemn commitments made. :

The easiest way for quotas on automobiles, quotas on textiles,
quotas on shoes bei%g legislated by the Congress, is for this admin-
istration to say, “Well, I am sorry. These commitments aren’t
;:i)rth’ ,the paper they are written on or the tape they were record-

on '

I hope it does not come to that, because you run a very grave
- risk of getting the House arid Senate to do things that probably, in
the long run, are not good for the country. .

Mr. MACDONALD. Senator, I couldn’t agree with you more. When
I left the Ford administration over 4 years ago, 1 would say we
were on the 50-yard line when it came to the countervailing duty
law and our posture, vis-a-vis the rest of the world, in eliminating
subsidies. ~

Now, when I am coming back to Government service, I find we
are on our own lo-&ard line, in my opinion.

Senator HeiNz. We wish you had never left town.
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Mr. MAcpoNALD. I must say the structure- and the theory is
different from that which I had as a Government official inputting
into this area. Believe me, when I administered these laws, no one
ever suggested that responsibility for their administration leave
the Treasury Department.

The Treasury Department, at the time I was in a position to
enforce these laws, was not considered to be recalcitrant in its trust
with the Congress.

Senator HEINz. You can say that again.

Mr. MacpoNALD. We left at that time in the posture that we
would give an injury test, or we would adopt an injury test, which
we were not required to do since it was grandfathered in GATT, in
exchange for an entire removal of export subsidies by the rest of
the world.

That was the strategy. Now I find that strategy or the results of
that effort in disarray. :

We are going to try to recover it, with your help, Senator. I am
sure you will give us substantial help, I can tell from your ques-
tions. We are going to bring it back to the point where we at least
get some to work, if not most, or perhaps all.

Senator HEINZ. Well, no one accused the Japanese of dumping or
subsidizing their autos.

Senator Danforth did such a good job with his legislation, had
there not been a voluntary agreement, there is just no doubt in my
mind the Congress would have enacted a limitation on imports on
a commodity where no one ever alleged subsidies or dumping.

Now, if there are countries that are being allowed to do this and
are affecting our domestic employment which in some way the
blind eye is turned to for whatever reason, there is just no doubt in
my mind that a legislative solution which is, generally speaking,
the least preferred kind of solution to these things, will be forth-
coming from some quarter. '

I think that message ought to be understood by the people you
are trying to negotiate with.

Let me ask you one last question. I am taking too much of my
colleagues’ time. ~

A number of us, Senator Moynihan and myself, have been work-
ing on a better system of graduating countries from the GSP pro-

gram.

Havm)u had a chance to look at that?

Mr. MacpoNALbD. I know its general outline.

Senator HEINZ. I beg !our pardon.

Mr. MacponaLwp. I do know its general outline. It is a more
automatic gstem. :

Senator HEINz. Do you believe it would be generally good policy
to allow more less developed and smaller countries, those that have
smaller volumes, in under GSP and at a certain point, earlier than
we do now, graduate the bigger, more successful exporters, such as
Taiwan and Korea? .

Mr. MacpoNALp. That has to be the purpose of GSP and the
graduation policy itself. Anything that includes that objective
would be welcome.

Senator HEINz. The general attitude of my constituents is that
Taiwan seems to be doing better than the United States.
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Mr. MacpoNaLD. The GSP utilization situation, as I am sure you
know, Senator, is that the vast majority of imports under GSP
come from about four or five countries that are our most effective
competitors. L ‘

Senator Heinz. I am glad to hear you say that.

What has really happened, of course, is that some of the so-called
lesds developed countries have been developing quite successfully
and extensively. Their wage rates are much lower than ours, of

" course. But they really do lead the industrialized countries. Qur

present laws, it seems to me, do not take that into account fully.

. Thank you very much. ‘ ‘

Senator DANFORTH. It is my understanding that the USTR has
circulated proposed criteria for making recommendations to the
President subsequent o International Trade Commission findings
on section 337 cases. . ' . :

The possibility of such criteria has caused jitters in the minds of
a number of people. It would be possible, through the use of the
- criteria, to diminish the usefulness of section 337. ,

-I think it is fair to say the Senate Finance Committee would like
to be a part of any process of developing this criteria.

Mr. MacpoNALD. I understand that, Senator. There have not
been any criteria formally circulated or anything like that.

I will make a commitment to consult with this committee and
interested members of this committee before any formal criteria
are adopted. . T : A

Senator DANFORTH. Thank you very much. Now, I would like to
move to another subject.

During the months of debate over the auto industry situation, I
grew concerned that our Government was not speaking with one
voice on such a grave matter of policy. We had an awfully large
number of groups around. We had USTR’s, the State Department’s
and that of the Commerce Department. We had the Trade Policy
Committee. We had a separate committee chaired by Zecretary
Baldrige. We had a separate task force, chaired by Secretary Lewis."
And we had a great number of Japanese delegations, each compris-
ing a dozen or more people, coming to the United States on almost
a weekly basis.

They would make the rounds from one Cabinet officer to the
next. Then they would come to the Congress and make the rounds.

It seemed to me, instead of speaking with one voice, we were
speaking with numerous voices. Instead of having one policy, we
had a great ambivalence in our own minds as to exactly what we
should be doing in the automobile situation.

That is just one example. My concern is that it is an example of
a larger problem. Now, there are some people, including Senator
Roth, who believe that there should be another restructuring of the

trade function within the executive branch.

I don’t know if that is necessary or not. It might make sense. But
it seems to me, that at least we should have a way of formulating a
clear policy on international trade in this administration, where
the function of the USTR should be as the spokesman and the
implementing agent of that policy.
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The chaos which I perceive is a matter of great concern. I think
under these circumstances it is difficult for the United States to
maintain a strong and convincing trade policy or trade posture.

Mr. MacpoNALD. Senator, the statute certainly reads as iou sa
it reads. That is to say the Trade Policy Committee and the U.S.
Trade Representative is the principal spokesman on trade policy.

The administration unquestionably went through what I would
call a “shake out period,” there being a new administration. It
ended up with Senator Brock taking charge of the situation and
acting on behalf of the administration without too much back-
ground noise, 8o to speak.

Senator DANFORTH. I think you did a commendable job under the
circumstances. It is very hard to imagine more difficult circum-
stances.

Mr. MacpoNALD. I appreciate your saying that. I know that he
thinks that your efforts to solve the problem were instrumental in

- its solution.

Senator DANFORTH. Well, me own view is that there are probably
an infinite number of ways of setting up something structurally. I
am not sure that one way is necessarily any better than any other
way. The point is to try to make sure that somehow the Govern-
ment, and of course Congress has the prime responsibility constitu-
tiolr}ally, we devised a way of saying, “Well, this is our trade
policy.” :

The key is that whoever is doing the negotiating is actually
working out the deals, is implementing a policy which has been
clearly determined and that the deal ends up being something that
is reasonably related to that policy.

Mr. MacpoNaLD. We are working very hard, as I think you ma
know, Senator, on such a policy statement and have consulted wit
your staff extensively and they have made substantial contribu-
tions to it. ‘ ‘

Senator DANFORTH. Would you view this as the primary function
of the executive branch? :

Mr. MacpoNALD. To set the policy? It seems to me as though it is
a joint responsibility. The Congress has the power to regulate
interstate and foreign commerce. That is the starting point. They
have done two things, passed a series of laws regulating interstate
commerce, the Trade Act of 1974, the Trade Act Agreements of
1979, as well as a procedural structural statute that creates the
Trade Policy Committee.

Within that framework it would seem to me that the President
would be able to develop a policy then which is consonant with
those laws and also consonant with the desires of Congress.

It is an area in which neither party can move very far without
the other.

Senator DANFORTH. Thank you very much.

The CHAIRMAN. Thank you, Senator Danforth.

Then, I have a cougle of questions. I wanted to make certain the
record reflects. I understand the USTR may be consultinf with
Brazil concerning the increased duties on ethanol. I would just

int out that the Committee on Finance, on this legislation, clear-
flregarded this decision to increase this tariff is directly related to
the national security interests of the United States. :
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We would hope that before we are already getting indications
from the same people in the State Department who were there in
the last administration, they don’t like that particular ﬁolicy.

I suggest, if there is any different view than we have on the
Committee on Finance, and in the Congress, or the USTR, that we
- have that notice in advance, because we are not going to accept
any change in that policy unless the Congress changes the policy.

at is in question form, along with a cm:f;le of other questions
we would like to have answered for the record.

[Questions submitted to Mr. Macdonald follows:}

QUESTION FOR DAvID MACDONALD FrOM SENATOR DoLx

The Office of the USTR has circulated among members of the private trade bar a
proposal for establishing criteria for use in reviewing decisions of the USITC in
cases under section 337 of the Tariff Act of 1930. As you know, section 337 is one of
the most active areas of unfair trade tEraci;ice law and is relied on by the members
of the business community to protect their legitimate business interests. .

Any proposals to ¢ the existing review practices must be carefully consid-
ered. Will you consult with Committee staff before formulating such pro s in
order ttl;at both the Committee’s interests and your concerns may be n into
account? -

BACKGROUND

The Office of the United States Trade Representative has circulated among mem-
bers of the trade bar for discussion purposes a set of proposed criteria for review of
United States International Trade Commission decisions in section 337 cases. Sec-
tion 337 provides for relief from unfair imports (most frequently goods made in
foreign countries in violation of U.S. patents). The relief mai\:i take the form of
exclusion order barring entry of the goods into the United States or a case and
desist order. While the ITC may order reliel, the President on advice from the
USTR may veto the relief order for “policy reasons’.

USTR has proposed a set of criteria to be used in fashioning its advice to the
President which is 8o broad that if implemented. it could severely reduce the use
and effectiveness of the statute. The Committee staff has not been consulted about

these proposals.

QUESTIONS FOR DAVID MACDONALD FROM SENATOR DANFORTH

Where does the U.S. stand in the negotiations for renewal of the multi-fiber
arrangement concerning trade in textiles and wearing apparel?

STATUS OF THE MULTIFIBER ARRANGEMENT

The Multifiber Arrangement (MFA) must be renegotiated ’lla‘y December 31, 1981.
The forty-two signatories have met tihis year in the GATT Textiles Committee to
consider MFA renewal but progress hras been slow to date. At the most recent
meeting on May 7 and 8 most countries put forward preliminary positions.

At the May meeting the United States indicated strong support for an interna-
tionally acceptable successor to the current MFA. The United States also expressed
concern over the impact of the ever-broadening base of imports, especially during
periods of sluggish domestic growth.

While endorsing continued expansion of developing country access to the world’s
textile markets, especially for new and small supflier countries, the United States
indicated its concern with the new, more complex aspects of market disruption
related to the growth in large quotas from our major suppliers.

The impact of this growth necessitates tisghter agreements with our major bilater-
al partners to prevent disruption of the U.S. market. The United States indicated its
interest in exploring whether this can he addressed within the framework of the
existing MFA, ingllgihg the 1977 protocol of extension.

The next GATT Textiles Committee meeting, starting July 14 will consider the
extension, modification or discontinuance of the 1977 protocol. This meeting is
intended to be a substantive one during which countries will make specific proposals
and begin to negotiate the differences. .
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Other importing countries, including the EC, Canada and Nordic countries, are

gxpected to pursue a much more restrictive approach than that of the United
tates. ,

The developing countries have indicated their desire to eliminate the 1977 proto-
col which permitted ‘“‘reasonable departures” and returnto the stricter discipline of
the initial 1974 agreement.

Any satisfactory arrangement will have to strike a balance of importer and
exporter country interests, suggesting an ageement giving further latitude of ap-
proach to address particular importing country concerns while providing discipline
and certainty in order to accommodate exporting country concerns.

BACKGROUND
It is important to create as much momentum as possible in the negotiations in
order to apply pressure to the EC to speed up their internal decision-making process

and minimize the likelihood that the meeting will deteriorate into North/South
rhetoric. The United States has taken to date a moderate and leading role and will
continue to do so. Of major concern is the slowness of the EC Commission in
obtaining a negotiating mandate and pressures within the Community for restric-
tive apsroaches including rollbacks in trade. The EC needs to be convinced to move
in the direction of a moderate position in order to reach an internationally negotia-
ble agreement. EC icipation is essential for any international arrangement in
textiles to be workable. The developing countries must also be shown the wisdom of
advocating moderate positions and are looking to the United States to soften the
more restrictive approach of the EC.

Some Senators may question whether the USG intends to honor President Rea-
gan’s campaign commitment to strengthen the MFA by relating im§ort growth from
all sources to domestic market growth. Some may also question the wisdom of an
initial negotiatix}g S}&oeition that seeks the renewal of the existing arrangement. In
this regard the , in its statement at the May meeting, did not rule out other
approaches when sufgesting that the current arrangement be looked at to see if its
provisions are flexible enough to address the signatories’ current problems in textile
trade. We speciﬁcallg did not rule out any approach that would address U.S.
concerns of an ever-broadening base of imports, which is particulg‘liy disruptive
durirg a period of slow domestic growth. It 1s essential that the United States take
a leading as well as moderate role.in order to bring the positions of the developing
countries and other importing countries together into a satisfactory agreement. The
consequences of failure to reach an internationally negotiable arrangement are
unacceptable to the future of the international trading system.

QUESTIONS FOR DAVID MACDONALD FroM SENATOR MITCHELL

- On May 1, 1981 I wrote to President Reagan and Special Trade Representative
Brock uesting their assistance in dealing with the problems of Maine potato
farmers. I would like to repeat that request today.

Canadian potato exports to the U.S. have risen from 25,547 metric tons in the
1975-76 season to 85,031 tons in the 1979-1980 season, for an annual growth rate of |
._?»5&%. tThis surge in imports is creating serious hardships in the Maine potato
industry.

I am requesting your assistance in obtaining information on U.S. and Canadian

licies and in designing possible remedies. In my letter to the Special Trade

resentative, I asked for answers to the following questions: _
irst, is there any provision of U.S. law under which U.S. potato production may
be subsidized for export? -

Second, does U.S. law require inspection of samples of incoming potatoes to insure
that the potatoes are in compliance with the grade and condition standards written
im. thed oocttle‘t?’i?ners and/or accompanying papers? If so, what inspections are current-
y condu

Third, is there a mechanism to insure that imported Canadian potatoes do not
carry or contain pesticides and chemicals which U.S. potato growers may not use, or
may use only in limited amounts, or may use only under certain specified circum-
stances? If 80, how is it implemented?

Fourth, is there any information or analysis of the magnitude of the Canadian
subsidies for potato production and their impact on the level of Canadian exports?
Do these subsidies violate any international aﬁreements?

If rﬁnswers to these questio';s are available, I would appreciate them for the
record.
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ain, I would like to stress the importance of this issue to Maine. I would like to
meet with you and Ambassador Brock as soon as possible to discuss this situation
and possible remedies. .

HoN. GEORGE J. MITCHELL,
U.S. Senate,
Washington, D.C. , »

DeAR Grorak: This is in response to your letter of May 1 concerning imports of
Canadian potatoes. In you letter, your requested my assistance in obtaining answers
to questions dealing with the authority for subeidies on U.S. potato exports, the
inspection of 'potato imports, Canadian subsidy practices for potato production, and
the l%ality of the Canadian subsidy practices under international law.

- With respect to your first gueetion concerning the authority for export subeidies,

Section 32 (7 U.S.C. Section 612¢.) authorizes the use ot‘;}_):lyments to encourage the
exportation and/or domestic consumption of agricult commodities, including
potatoes. The law established a fund for this ipurpoew Under the exportation plan,
Payments can be made from the fund either in connection with the exportation or
osses incurred because of exportation of the product. Under the domestic produc-
tion plan, the commodities can be diverted or consumption can be subsidized. The
law is administered by the Department of culture.

As a matter of policy and practics, on 32 has not been used to subsidize
exports in recent years for three reasons. First, successive Administrations have
been unwilling to increase the budget deficit during a period of high inflation in
order to finance the subsidized export of cultural products. ndly, such
subsidies constitute a nontariff barrier which the U.S. Government has been trying
to discourage the use of worldwide. Finally, under international trade law, we are
obligated to “* * * seek to avoid the use of subsidies on the export of * * *”
agricultural products.

The domestic provisions of Section 32 have been more frequently used. In fact,
this law was recently used to divert surplus potatoes for use as livestock feed, in the
manufacture of starch, in charitable institutions, and in domestic feeding programs.

You also asked whether U.S. law requires the inspection of incoming potatoes to
insure tainthat ‘tl:le comply with the grade afAnsd condll)t:g:ab t;ta.nl lmdands mtmn thg
containers -and/or accompanying papers. ou ow, e an
condition standards to whf:l?you referred are r};quired by &ction 8e of the Agricul-
tural Marke Agreement Act of 1937. This Section requires that imports of
certain commodities (including Irish potatoes) comply with the same , 8ize,
%uality, and maturity standards as are set forth in domestic marketing orders.

ence, regg{;ltions have been promulgated to require the inspection of all imported
gta’toes. oth U.S. and Canadian inspectors are authorized by the regulations to do

e inspections.
~ The Customs Service informs us that as a matter of practice potatoes have
already been msrecwd by Canadian officials when they arrive at the U.S. border.
Shipments of tablestock toes arrive with a document signed by an official of the
Canadian Agricultural uction and Marketing Branch certifying that the pota-
toes meet the requirements of Section 8e. Customs officials have been instructed to
look for the documents to insure that all tablestock toes coming into the United
States have been inspected by the Canadian officials. Seed potatoes arrive in con-
tainers marked with the foreign government’s official certified seed gotato tags
which verify their identity. Each truckload of seed potatoes i# examined by Customs
to insure that the potatoes are properly . Customs informs us that in the past
spot checks have shown no evidence of fraud on the part of Canadian officials.

You asked whether there is a mechanism to ensure that imported Canadian
potatoes do not carry or contain pesticides and chemicals which U.S. potato growers
may not use, or may use only in limited amounts under certain specified circum-
stances. As you may be aware, potatoes, whether imported %z;grown in the United
States, must comply with the requirements of the Federal F Drug, and Cosmet-
ice Act, administered by the Food and Drug Administration (FDA). Among other
thh?s. food shipped in interstate commerce or imported must comply with pesticide
residue tolerances established by the Environmental Protection Agency. Any ship-
ment of food found to contain m.icide residues in excess of a prescribed tolerance
or for which no tolerance has been established would be considered “adulterated”
and subject to removal from the marketplace by FDA. -

FDA 18 aware of questions raised by the National Potato Council concerning the
use of icides not permitted for use in this country on Canadian potatoes. Howev-
er, to date the Agency has not received a%ef:ctual information supporting these
claims. Nevertheless, the Agency’s field of have been alerted to these allega-
tions and enoourageti to sample Canadian potatoes more frequently to determine if
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illegal pesticide residues are in fact occurring. If illegal residues are found in
Slanaduutla t%oéa\boes, FDA officials assure us that the Agency will refuse entry to

08e po .

Finally, you asked about the magnitude of Canadian subsidies for %otato produc-
tion and their impact on Canadian exports. You also asked whether these subsidies
violate any international agreements. We are now in the process of collecting
information on the Canadian subsidies and, hence, are not in the position at this
time to evaluate their imbact on exports or their consistency with international law.

As you may be aware, USDA has established a study t&'t;o examine the issues
identlﬁed’lb{ the National Potato Council concerning the adian potato import
situation. The study group is presently obtaining more information on the chemicals
contained in Kotatoes imported from Canada and on Canada's domestic subsidy
practices. FDA and this office have been working with this group to grovide any
technical assistance which may be needed. We would be glad to furnish additional
information to you when it becomes available.

Very truly yours,
WiLLiaM E. Brock.

U.S. Porato ImMpORTS FROM CANADA

Issue

Financial difficulties facing the Maine potato indush& have become particularly
acute in the last two years. Since the industry believes that its problems are ca
be imports, it has identified several means for restricting shipments of Canadian
potatoes. The Maine delegation has requested the Adminstration’s assistance in
restricting imports. : ‘ .
Background

Despite the industry’s belief that imports are the cause of its financial difficulties,
we are not convinced that this is the case. We need a method for managing the
political pressure to impose restrictions. ;

The industry has identified three actions which it feels would reduce imports.
First, the industry believes that Canadian producers are subsidized and hence have

an unfair advantage in the U.S. market. ine potato farmers may have a case
ginder tl;gt'U.S. countervailing duty law. They are presently considering whether to
e a petition. :

Secondly, the industry is considering various means to ensure that potatoes
entering the United States under the tariff-rate seed quota are used only for seed.
Since the industry believes that a large portion of the potatoes coming in under the

uota are used for human consumption, it is convinced that stricter enforcement of
the quota would restrict imports.
- Such enforcement would require the passage of special legislation. Presently, the
tariff schedule requires only that the potatoes coming in under the seed quota be
certified for seed use. This does not prohibit the consumption of imported seed

potatoes. :
Thirdly, the industry has under consideration a rog.eal for the renegotiation of
the Lanl% concession g potatotes made in the M’I‘I‘? e tariff was red?i‘eed as part
of a larger package designed to harmonize duties between the United States and
Canada, an objective that was specifically supported by Copireas. Any renegotiation
of this concession would undermine the agreement with Canada.
Mr. MacpoNALD. Should I respond to that in writing or I—
The . You can respond to that in writing.
Is there anybody else that ;ou would like to introduce? Any of
your family, friends, whatever
- Mr. MACDONALD. No; I am here alone, Mr. Chairman. o
The CHAIRMAN. I appreciate your appearing and responding to
some of the difficult questions. I think it is fair to say that this
committee feels a very close relationship to the USTR. I think we
will try to insist, in a proper way, that we n:aintain that close
zplationship and continue a candid exchange of views from time to
ime.
I think we can be helpful to the USTR.
Mr. MacpoNALDp. Thank you, Mr. Chairman. I know Senator
Brock feels the same way, as do I. I would like to just say that at
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the time I leave office, I hope you as chairman feel the relationship
is if anything closer than it is today.

The CHAIRMAN. I know I speak for other members, Senator Long,
in particular, and Senator Bentsen, and others, on the other side,
we intend to meet from time-to-time informally, with Ambassador
Brock, yourself, and others. '

Thank you very much.

Mr. MacpoNALD. Thank you, sir.

The CHAIRMAN. We now have Pamela Bailey. I apologize for
having everyone wait so long, but we had a series of questions that -
took more time than necessary.

Ms. Bailey has been nomainated to be Assistant Secretary of
Health and Human Services.

As I have indicated in the opening statement, we have reviewed
{.he financial disclosure forms and are satisfied there are no prob-

ems.

The CHAIRMAN. Do you wish to make any kind of a statement?

TESTIMONY OF PAMELA NEEDHAM BAILEY, NOMINATED
TO BE ASSISTANT SECRETARY OF HEALTH AND HUMAN
SERVICES '

Ms. BAILEY. I do not, Mr. Chairman, at this time, other than to
say that it is an honor for me to have been nominated by the
President. I look forward to working in the administration with
Secretary Schweiker and with the committee.

The CHAIRMAN. Well, we are very pleased to have you here. We
will do the best we can to speed up the nominating process from
this end. I don’t think it will take us as long to get you out of here
as it did to get you up here. .

We hope to have confirmation of all these nominations as soon as
Congress is back, the week of June 1.

I have no questions.

Any questions the staff wants to submit?

[No response.]

The CHAIRMAN. .You are one of the lucky ones. You may have
come prepared to answer all kinds of questions, and that doesn’t
mean there may not be questions later, as you assume your respon-
sibilities. We work very closely with HHS. We have a number of
very difficult decisions to make concerning HHS, spending pro-
grams, and a lot of programs that impact on people. -

We would hope that the process of reducing spending in accord-
ance with the mandates of the American le, maybe not a
mandate, but some indication of concern in the President. We can
“call upon you for help and assistance to make certain the cuts we
makt; do not impact unfairly on any one segment of people in this
country.
thN%s. BAILEY. You can be assured you have my commitment on

at.

The CHAIRMAN. Do you have any members of your family pres-
ent? I see a couple of youngsters back there.

Ms. BAILEY. a matter of fact, I do. My husband, William, and
my three children, Suzanne, Rob, and Nancy.

The CHAIRMAN. We are very happy to -have them here this
morning. The reporter will have the children’s names in the
record. We will send a copy of the minutes to them and let them
know their mother did very well.

I appreciate again, your waiting. Thank you very much.

Ms. BaiLey. Thank you.
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The CHAIRMAN. Robert J. Rubin, to be Assistant Secretary of
Health and Human Services is next.
Do you have a statement that you would like to make?

TESTIMONY OF ROBERT J. RUBIN, NOMINATED TO BE ASSISTANT
SECRETARY OF HEALTH AND HUMAN SERVICES

Dr. RuBiN. No; I don’t. I would just like to say it is an honor to
be here before the committee and to have been nominated by the
President for the position of Assistant Secretary for Planning and
Evaluation.

The CHAIRMAN. I have a number of questions. Have you been
working in the Department, unofficially, for some time, waiting
your process to be completed.

Dr. RuBiN. Yes, sir.

The CHAIRMAN. Do you have any priorities in health planning
that you will give immediate attention by your office when you
complete the confirmation process?

Dr. RuBIN. Yes, sir, we do. I have been asked by Secretary
Schweiker to be the chairperson of the procompetitive health care

lan we plan to propose to the Congress before the end of the year.

e will begin work on that next week.

We intend to work with the committee on that and to develop
the proposals in concert with the committee.

The CHAIRMAN. That will be of great interest to Senator Duren-
berger, in particular, and others, who have had that view for some
time. We appreciate that.

You don’t have to get involved in social security, do you?

Dr. RusiN. Not directly, sir, no.

The CHAIRMAN. That i1s another question I guess to save for the
Setretary.

But I do have three questions I would appreciate your responses
to

If in fact there are questions, any other questions, they will be
submitted. The record will be kept open for that purpose.

Thank you very much.

Dr. RuBIN. Thank you very much.

[Questions to Dr. Robert J. Rubin follow:]

QUESTIONS FOR DR. ROBERT J. RUBIN

1. What priority issues in health planning do you believe will be given immediate
attention in ﬁ;our office?

Answer. There are five major areas of concern in health policy that I will be
directing my office to address immediately.

Competition.—One of our highest priorities will be to develop a straoeiy for pro-
moting competition in the health sector. We can no longer afford the rapidly
escalating cost of health care and I believe that increased competition offers a
superior means of controlling costs than through increased regulation. We will be
analyzing a variety of options and intend to introduce legislation incorporating the
most promising ideas by the end of the year.

Health financing programs.—We will continue to look for way to control costs
without denying needed access to care in Medicare and Medicaid. The Federal
he_::}tlt\_ financing programs will also be considered in the context of the competition
initiative.

Biomedical research.—1 am strongly committed to supporting and stimulating
biomedical research because it augments the knowledge base for medical care. We
will be working on stabilizing grants at the National Institutes of Health in order to
provide a more orderly atmosphere for the conduct of critical research.

Health promotion.—Another priority will be health promotion and disease preven-
tion. As you are aware, the Secretary is committed ztgdpreventive health strategies.
We want to build on the successes we have reali in biomedical research by
finding effective means of increasing public awareness about living healthier lives.
We will be looking at different ways to promote health and prevent disease.
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Block ts.—We will continue to facilitate implementation of policies which
increase State flexibility in providing health services. .
2. What do you see as the critical role for the Office of Planning and Evaluation

in this Administration?

Answer. In my view the Office of Planning and Evaluation should provide the
Secretary of Health and Human Services with advice and recommendations on all
poli?' issues aﬁ'ectinf the Department. It should be primarily responsible for the

opm a

deve ent of legislation, implementation of research and evaluation activities,
and with other key staff offices, the formulation of the budget. In addition, the
office should ﬁlay a leadership role in the development of major poli? initiatives,
including block grants to States, health competition, long-term care, and a variety of
income security issues.

3. There are many persuasive arguments to support the need for comprehensive
long-range planning within HHS and particularly within the Social Security admin-
istration. However, the Social Security Administration continues to devote most of
its resources to short rang:egrojects and operations. Furthermore, GAQ reports
continue to emphasize the need for comprehensive long range planning at the Social
Security Administration and have shown how the lack of suc pl‘m“g,‘ﬁ has nega-
tively affected the automatic data processing sxstems operations. at do you
believe can be done to assist the Social Security Administration to more efficiently
provide for its future needs? ’

Answer. Staff shortages, saturated hardware, and new demands on available
resources brought about by legislation have necessitated a reallocation of resources
to short-term requirements. In the short-term, I shall be alert to the administrative
and technical requirements of new legislative proposals. I shall maintain this per-
gpective with respect to long-term structural reform. I know that Commissioner

vahn is concerned about SSA’s future needs and is in the process of formulating a
long-range plan. My office will do all that it can to assist in that plan.

The CHAIRMAN. Richard Kusserow to be Inspector General, De-
partment of Health and Human Services. '
) ain, the record will indicate that we reviewed your financial
disclosure form and are satisfied there are no problems.

I would also indicate that the biographical data for each of the
nominees should be made a part of the record.

[The biographical data of the nominees follows:]
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STATEMENT BY RICHARD P. KUSSEROW
SENATE FINANCE COMMITTEE
May 22, 1981

Mr. Chairman and Members of the Committee.

I would like to take this oppqrtuniky to thank you for the
privilege of appearing before you this morning. President
Reagan, as you know, has nominated me to be the Inspector
General of the Department of Health and Human Services. 1
am submitting this background statement which you may find
useful in assessing my qualifications for this hcnorable

position.

I joirad the federal Bureau of Investigation in 1969 as a
Special Agent specializing in White Collar Crime and Govern-
ment fraud investigations. Aftquspending a brief time in
Pittsburgh, I moved to Chicago where over the next four &ears,
I specialized in bank fraud, fraud against the government

investigations, bribery and public corruption cases.

As a result of our eafly work in these areas, I was selected
to head a number of governmental fraud task force investigations.
These types of investigations developed into a permanent on-

going program in the Chicago Division.

In addition, during the past three years, I have been the
" coordinating supervisor of the Chicago Organized Crime

Program with responsibility for eight squads of agents. Part
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of my responsibility has been the development and management

of the Labor Racketeering and Public Corruption Programs.

I have participated in various training prbgrams for FBI agents
and frequently lecture at tihe FBI's National Academy on these )
topics. I have assisted in the formation of White Collar Crime

programs in eight FBI field divisions.

Before joining the FBI, I served in the Marine Corps, was
discharged as a Captain in 1968. I served with the Central

Intelligence Agency for two years.

I hold a Master of Arts degree in Government from California

State University at Los Angeles and a Bachelor of Arts degree
from the University of Califo;nia at Los Angeles. I have also
two years of law studies at Southern Methodist University and
John Marshrall University (Chicago). I have taught government

at California State University at Los Angeles.

I would like to emphasize that I view the Inspector General's
role as a challenging and vital one to which I am prepared to

devote my best efforts.

Thank you Mr. Chairman. I am ready to respond to any questions

you or the Committee may have.
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RESUME

PAMSIA NEEDHAM BAILEY

Horme Address: Office Aldress:
..7321 tlendty Ridge Lane American Hospital Sucply Corporation
Annandale, VA 22003 1090 Vermont Avenue, N.I.
(703) 573-3697 Suite 210
: Washingten, D.C. 20005
EXPERIENCE
-
1. Industry:

" Arerican Hospital Supoly Corporation

’ 3
o Director, Govermrent Relations

2/19 - Present
‘o Manager, Government and Consumer Affadrs . 8/75 -~ 1979

"Responsible for the direction of international, federal, state and local

' govertment relations for a $2.3 billion international manufacturer and
distributor of health care products and services. Top corporate managexr
in tlashington office. Duties inwolve analyzing and comrmunicatin
throughout the corxporation those government actions and attitudes of
sicnificent impact upon the company's markets and operations. Reoormend
corporate policy positions. Develop and implerent goals and strategies
to cammnicate corporate positions on public policy issves to goverrwent
cecision makers, custorers, press, and securities analysts. Corporate
liaison to government officials and to trade associations. Staff to the
public issues committee of the Boaxrd. Speaker on health policy issues
at meetings and conferences of hospital administrators.

2. Co emmcenc:

The thite House 1970 - 1975 .

o Assistant Director, Dormestic Council 1/75 - 17715

thite House staff member responsible for the analysis, develcpment, and
irplementation of the President's health, welfare, and social secu-ity
policies. Vorked with Cabinet-level officials in the icentificatiua and
recormendation of policy options for Presidential decisicn-making in

those areas. Servad as liaison with special interest grouns and the*
press. Responsible for Presidential briefings, dzcision papers, reetings,
oorrespondence and statements on health, welfars, and social security
issues. Projects included review of Adninistration policies on national
health insurance and medical malopractice insurance; determination of
welfare reform options; analysis of social security financing altematives.
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o Staff hAssistant. Domestic Camncil - . 2/74 - 1975

Under the direction of the Deputy Director of the Darestic comcn, -
roviewed and coordinated the implementation of the Presilent's policies
in'the arcas of health, velfare, social semrity, the ag! irg, consuwers,
volunteerism and poverty. ) ‘

\ ' -* .
.0 Staff Assistant to the President, Director of Pesearch 1/73 - 1974

Directed the President's xesearch office. Responsible for all research
‘and factual verification of the President's: speeches, statements, ﬁm—
posed legislation, policy messages to Congress and correspondence.

. Worked osely with OB, Cabinet and white House Staffs in all poliqr
areas. - .

.

o Research Assistant to the President : ' 1971 - 1973

1Y

" Researcher on Presidential writing and research staff.

o Peseaxch Assistant to the Vice President 9/70 - 1971

Establ:.shed the Vice President's reseaxrch office.

o thite Bouse Intern " Summer 1969

. One of 25 college students selected to pazticipate in the first tnite
House Summer Intern Program. Sarverd as resexwrcher on Presidential
writing and research staff.

3. Political:
e Assistant Director, Office of Personn 1, 11/80 - }/81
Office of the Presf.'dﬁt—EEc'E
e Momber, Reagan-Bush Campaign Advisory 1980

Task Force on uelfaxe Reform' \

.‘ *
o Republican Platform- 1980

Staff, Republican National Conventicn -
platform subocmmittee on huran concemns.

Testirony, Januvary 1980 hearings,
tiashington, D.C. Recommendaticns on
party health policy.

81-839 9—81—2
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o Republican National Committee Advisory . 1677 - 1930
Council on liuran Concerns .
Member, health subcovmittee
°: W N s Coll ' ‘ 1058
1 n—
° \'/ Presiden S=wer, 1068

' Committee, Philadalohia

EDUCATION
—

;Wycmissing, Pehnsylvenia Public’ Schools '
_Mount Holyoke College ' 1966 - 1970
) : A.B., 1970
» Major Subject: Political Science
BIRTHPIACE AND DATE

May 24, 1948 - Reading, Pennsylvania

-

FAMILY

e Married to Williem W. Bailey, Senior Director, Congressioral
~ Relations, Merck & Co.

o Three children o .



47

CIVIC AND PROSESSIONAL ACTIVITIES

® Health Indus Manufactures Association,
leg. ve rs Section
Chairman, 1980
Chair, Policy Division, 1981

%

* o U.S. Chembar of Commerce Special Committee on
:  theNation's Health Care Reeds

Mebex, 1977 - 1979

Menber, 1980 - .

Health on Wednesday
' Member, 1980 ~

@ NRational Health Council Committee on Consumer Concerns
. Menber, 1976 - 1979

Fadly Focus, Chicam
“Board Herber, 1980

o Link Inc., Chicago

Vvolunteer, 1975 - 1977

Mount Holyoke College
Class agent, 1976 = 1980
Chair, 10th reunion fundraising, 1980
Member, Alumae Development Cammittee, 1978 - 1981




D55 IONAL, ACCOMPLISIRENTS

Iniustry: " : SR

" o Planned and established American's first governmeat rzlasiz=s Program/
office in 1975 and in 1980 propozed and succaedad in reloorting
progran/office to tvashington, D.C. )

© o Established and directed Averican's Congressional Felizwship crogram.

Only program of its kind. Each year it brings four Cznressicoal.
staff merbers to Averican to learn about business .for cne ronta.

o ‘' Designed and irplerented a govertrent relations plan o iZantify the
corporation to its custorers as a company expert in heeitx policy .
+ issues and able to assist in their advocacy in Washingto:.
o Speaker on health care public policy issues to rore thzn £9 da.ﬁﬁerent
groups of hospital administrators and purchasing agents, 1378-1980.
'.,I Developed and directed the first full scale legislati-= :.:r:gm'ot'
h the Health Industry Manufacturers Association, 1985. B
‘o Established corporation as an advocate of corpetitive altevnatives
to hospital cost containment and national health insuratcz. "lyote
" CPO's testimony for Senate Finance and Ways and leans Corri-tess'
»  hearings on proposals. 2 -

o Established a congressional commmications program for ccrporate
“+- managers in 140 congressional districts and 40 states.

o Initiated state govermment relations program in 8 states.
o Established a prooess for the corporation to formally rewie:r zad to
. take positions on major public policy issues. -
o Developad a training proyram for sales personnal oa t:2 xsle of
government in health care delivery and its impact on =hzir =—avkets.

Governzent:

o Wyote comprehensive White House domestic policy press pla-, Cojective
vas to increase public awareness of extensive policy. re--iess that were !
underway; also, to gensrate positive datly news frcox thme Iaite House on
camestic policy issues, (1974) .

e Chaired an interagancy welfare task force that studies e fé:e reform °

proposals and made recammendations to the President. (31974)

o Developed constmer policy options for the President tha- iere presented
to and approved by the Cabinet, Dicected the implesentation z-d pub-
licizing of the new consurer initiatives. (1974) .

° fenved as staff for a review by Cabinet Members of natizna) health
trswrance proposals.  (1974)

BEST COPY AVAILABLE
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CURRICULLM VITAE

Robert J. Rubin, M.D.

28 Partridge Road
Lexington, MA 02173
(617) 861-8285

Date of birth: February 7, 1946

Place of birth: ‘ Brooklyn, Neé Q;rk

Social Status: Married, twvo children
segrees: A.B., i966 Williams College

M.D., 1970, Cornell University Medical College

Post-graduate
Fducation: New England Medical Center Hospitalo, Boston, MA
- Intern, 1970~1971 ’
New England Medical Center Hospitals, Boston, MA
" Junjor Assistant Resident, 1971-1972 o
New England Medical Center Hosﬁitalc, Boston, MA
Fellow in Medicine (Nephrology), 1974-1976
Certification: American Board of Internal Medicine, June 1975

1

American Board of Internal Medicine. kephrology.

June 1978
Honor Societies: Phi Beta Kappa

Positions: Trainee, United States Public Realth Service
Rarvard Tissue Immunology Laboratory
Peter Bent Brigham Hospital, Boston, MA
Summer, 1968

Epidemic Intelligence Officer

Respiratory Disease and Special Pathogens
Viral Diseases Division, Center for Disease
Control 1972-1974

Assistant-in-Medicine, New England Medical Center

1976-1578

el

abs,



Memberships:

Assistant Professor of Medicine, Tufts Pniverslty
School of Mcdicine, 1976-1981

Associate Professor of Medicine, Tufts University
School of Medicine, 1981

Assistant to the Dean for Covernment Affairs
Tufts University School of Medicine

1976-1978

Assistant Dean for Governaent Affairs .
Tufts Lntversity School of Medicine

1979-

Acting Chief-Renal Division N - .
Lemuel Shattuck Hospital

1978-1979

Chief Rensl Division

Lemuel Shattuck Hospital

1979-1981

Consultant-United States Senate Human Resources
Committee

1979-1981

Consultant in Nephrology-Faulkner Hospital
July 1979-1981

Consultant in Nephrology—noston VA Medical Center
January 1979-1981

Consultant in Nephrology-Lakeville Hospital’
Rehabilitation Center

September 1978-1981

American Society of Nephrology

International Society of Nephrology
American College of Physicians

American Federation for Clinical Research

Anerican Medical Association

Massachusetts Medical Society -
Nexmber Council on lLegislation 1980
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: Rubin, R.J., Armstrong, D, and Blevins, A: Mecthicillin
resistant staphylococci, JAMA 215:1505, 1971

Public.tt

———

'D-b

. Sencer, DJ, Rubin, RJ: Risk as the basis for
fomunization policy in the United States. Synmp.
Series Immunobiol. Standard 20:244-251, 1973 :

Rubin, RJ, Gregg, MB: Fnglish Flu-a primer,
N Engl J Med 288: 4&67-468, 1973

Rubin, JF: Rabies prophylsxis-a primer.
111 Med J 14A: 27-29, 1973 )

Rubin, RJ, Corey, L: Preventing rabies m humans.
South Med J 67: 1472-—1&75. 1974 .

» Corey, L, Rubin, FU. Reye's Syndrome 1974: An
epidemiological assessment in Reye's Syndrome. .
Edited by Pollack, JD, New York, Grune and Stratton,
1975, pp. 179-187 - .

Noble, GR, Corey. L, Rubin, RJ: Virological com-
ponents of Reye's Syndrome in Reye's Syndrome.

. Edited by Pollack, JD, New York Grune and Stratton,
1975, pp. 189-197

Rubin, RJ, Gregg, MB: Influenza surveillance in the
United States 1972-1974. Am J Epidemiol 102:225-232,
1975 :

&drron, DA, Rubin, RJ, Barnes, BA, Harrington, JT,
Millan, VG: Therapeutic bilatersl renal infarction
in end stsge renal disease. N Engl J Med 94: 652, 1976

Corey,. L, Hattuwick, MAW, Rubin, RJ: Dealing with
- possible rabies exposure. Postgraduate Med 59:
87—91, 1976

mbln. RJ, Nodble, GR, Corey, L et al: Live attenuated
Influenza A/England/42/72 (H3X2) vaccine: A field
trial. J Inf Dis 133:613-620, 1976

Corey, L, Rubin, RJ, Hattwick. MAW, Koble, GR,
Cassidy, E: A nationwide outbreak of Reye's Syndrome -
its epideniologic relationship to influenza B. .

: Am J Med 61:615-625, 1976

Corey, L, Rubin, RJ, Thompson, TR, et ;1: Influenzs

B -~ associated Reye's Syndrome: incidence in Michigan
o .. and potentisl for prevention. J Inf Dis 135: 398-407,
AR 1977 .
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Publ{cations:

-

Honors:
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Rubin, RJ, Pinn, VW, Barnes, BA, Harrlhston. JT:
Recurrent idiopathic mecbrancus gluscrulonephritis.
Transplantation 24: 4-9, 1977

Corey, L, Rubin, RJ, Bregman, D, Gregg, }B: -
Diagnostic criteria for influenza B associated
Reye's Syndrome. Pediatrics 60: 702:708, 1977

Corey, L, Rubin, RJ, Hattwick, MAW: Reye's Syndrome-
clinical progression and evaluation of therapy.
Pediatrics 60:708-714, 1977 .

McCarron, DA, 'Pingree, PA, Rubin, RJ, et al:
Enhanced parathyroid function in essential
hypertension: A homeostatic response’to a .
urinary calcfum leak. Hypertension 2:162, 1980

McCarron, DA, Pingree, MS, Molitch, M, Krutzik, S,
Rubin, RJ: Parathyroid hormone and mineral .
homeostasis during propranolol therapy for
essential hypertension. In Press -

Finalist and Recipient-Robert Wood Johnson
Health Policy Fellowship 1977

Ten Outstanding Young Men in America Award -
United States Jaycees - 1978 -
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RESUME

RICHARD P. KUSSEROM

Education

M.A. - Government (politics, government and public
administration), California State University, 1964
h.A. - Political Science, University of California at
Los Angeles, 1963

P?st Graduate Work at:

Southern Methodist Uﬁiversity, School of Law, 1965

John Marshall Law School, 1972

Loyola University (Chicago) School of Urban
Studies, 1975

Employment

1970 to .
Present - - Special Agent, Chicago Division
Federal Bureau of Investigation

® Specialized in white collar crime,
embezzlement, bribery and public corruption

® Coordinated many task force investigations,
including Department of Housing and Urban
Development real estate broker fraud; Department
of Health, Education, and Welfare fraud;
veteran's Administration school fraud; Department
of Housing and Urban Development single family
frauds

* Managed and supervised the night operations
of Chicago office

¢ Formed and managed Governmental fraud, labor
racketeering and public corruption progranms

* Served as Coordinating Supervisor, Chicago
Organized Crime Proygam, wanaging seven squads
of 83 agents .
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1969-1970 - Special Agent, Pittsburgyh Division
Federal Bureau of Investigation

® Work divided between Pittshurgh and West virginia
with an emphasis on crininal matters

1967~1968 - Intelligence Officer
Central Intelligence Ayency

1965-1967 - Captain
United States Marine Corps

® Company Commander, Armored Artillecy Company

Professional Activities/Training

¢ Published a number of in-house monoyraphs on Government fraud
and corruption * :

* Authored a manual for managers on investigating Governmental
fraud and corruption (FBI) :

® police Instructor (FBI)

® Lecturer on management techniqgues to detect Governmental
fraud and corruption and white collar crime

* Represented FBI in numerous radio and television programs as
well as video taped presentations

* Explosives expert/weapons experct

® Graduate of CIA Audit Operationy Manadcment 3chool
® FBI Management Training Program

* CIA and FBI photography School

Personal Data

Married, one child

=3
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“Q‘.x . :
.! .
. d -;%—, ‘: UNITED STATES DEPARTMENT OF COMISERCE
.. s 3= ;| International Trade Administratio
# | wesnngion, D.C. 20230 :

BIOGRAPHY
Lawrence J. Brady
Assistant Secretary for

Trade Administration-Designate
U.S. Department of Commerce

4

Lawrence J. Brady was nominated Hatcg 3 by President Reééan to
. bf Assistant Secretary of Commerce for Trade Administratién.

! In his new position, Br&dy will be responsible for de;e16p§ng
and implementing poiicy with respect to U.S. exﬁorﬁ controls for
‘gtrategic, foreign policy or sﬁort supply reasons Qs mandated bylthe
Export Administration Act and also for enforcement of the Act's

antiboycott provisiohs.

’

In addition, he will be responsible for Commerce Department
investigitions of antidumping and céuntervailing duty complaints;
'1mp1ementation of the steel trigger price mech;nism (TPM), and
administration of the statutory import, foreign trade zones and. '

industrial mobilization prog:aﬁs.

\ Brady, who sought the Republican nominatfion for the U.S. Senate

from New Hampshire in the last election, was acting director and
deputy director of the COmmezc? Department's office of export
administration from 1974 to 1980.
From 1571 to 1974, he was a senior staff member of: the White
. House Council of International Economic Poiicy and special advisor
for congressional relations. From March i970 to Aprii 1971, he was
senior internationel economist in tﬁe office of internatiornial trade,

Department of State,
/.p\' >,

—e \‘

? d ;

R
R\

Seain
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Earlier, he worked in various positions with the U.S. Senate.
From 1967 to 1970, he was legislativé aide to the late Senator
Everett M. Dirksen and s;multaneously minority counsel of the Senate
Judiciary Subcommittee on Sepzration of Powers.

From 1963 to 1967, he was a legislative aide to the Secretary of
the Minority, U.S. Senate, and from 1958 to 1963 he was staff
assistant to Senator ﬁor:is Cotton, (R.N.H.).

Brady was born in'Berlin.‘New Hampshire, on April 52} 1939: He
received his B.A. in politics and economics from Catholiq
University, Washington, D.C., in 1962, and has completed all
requirements, except the dissertation for his Ph.D. degree, in the
fields of international law and relLtions and international
economics . - ‘ C

He lives in Bedford, New Hampshire with his wife Cafolyn and

three children.

The CHAIRMAN. Mr. Kusserow, do you have a statement that you
would like to make at this time?

'TESTIMONY OF RICHARD P. KUSSEROW, NOMINATED TO BE
! INSPECTOR GENERAL OF HEALTH AND HUMAN SERVICES

Mr. Kusserow. No, sir, not other than my prepared biographical
statement and to express the honor I feel by appearing before this
committee, as the nominee of the President, for the position of
Inspector General for the Department of Health and Human Serv-
ices. :

I am prepared to answer any questions that you may have at this
time.

The CHAIRMAN. Again, I have a number of questions.

I would like to ask one for the record and then submit the
others. I guess the question of whether or not the Office of Inspec-
tor General in HHS can maintain a high level of independence and
objectivity when it relies on the Department for the first approval
of its budget. _ ' .

Do you see that as any problem?

Mr. Kusserow. No, sir, not at all.

The CHAIRMAN. You do not think it is necessary to improve your
degree of independence and objectivity or know any way that
might be done?

Mr. Kusserow. I think that should be a constant problem to be
worked out to insure an independent viewpoint and independent
and objective investigative and audit capability.

The CHAIRMAN. There appears at the present to be some overlap
and duplication of the responsibility and functions within the
Office of the Inspector General and other audit and investigative
groups within HHS.

For example, the Health Care Finance Administration, and the
National Institute of Health, Social Security Administration all
have groups performing reviews, audits and investigations. ‘
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* Do you have any plans to try to avoid this duplication and
overlap, We have enough of it now in Government. I am certain
enough of it in HHS, the massive bureaucracy. Can we count on
some improvement in that area? - - '

" Mr. Kussgrow. I think most definitely there is room for improve-

ment in that area. One of the top I_}n‘iorities of this Inspector
General will be to work with both the Health Care Finance Admin-
istration, with social security and other entities to insure that the
meager resources available to take on rather large problems, are
not going to be squandered by duplicative effort. 4
gIAmMAN. There have been some reluctance by the

Degartment of Justice to prosecute 24 percent of the cases in HHS
an

HEW, in 1978. By the end of 1979, Justice declined 58 percent
of the cases. = : ' : ,

In March, the Inspector General reported declined cases of 66
percent, as of December 1980. . .

Can we do anything to reverse this trend? Does it do any good to

do all the preparatory work and then have the Department of
Justice decline progecuting them. - ‘ :
. Mr. Kusserow. I think a major obligation of the Office of the
Inspector General will be to insure that various prosecutors
througl;out the country are provided a quality product for prosecu-
tion that is competitive with all the other agencies submitting their
similar product. o o

In that vein, I think it is very important that the Inspector
General set forth very specific priorities and goals within the Office
of Investigation and within the audit agency of the Inspector Gen-
eral’s Office to insure that good, solid cases are prepared that have
a significant impact .on the community and that are looked upon
with favor by Department of Justice frosecutora. .

So, I think a lot of it is in target selection and in how you employ
the resources to insure that when you bring a product to the
prosecutor, they are interested in prosecuting. :

The CHAIRMAN. Well, I would hoﬁ‘al that we would have coopera-
tion between the two departments. That would be helpful.

Mr. Kusserow. Yes, sir. ‘ )

The CHAIRMAN. That is one area we will be keeping a close eye
o )

n. -
- I have additional questions which I have indicated I will _submit.

I will appreciate having your response to those questions.

[Questions submitted tod Mr. Kusserow follow:}
Questions vor RicHARD P. Kusszrow : .

'

, m&ﬁzﬁon 1. The Annual Report of the Inspector General for 1979 and 1980

hts audit and investigations activities performed during those periods but
contains little discussion of future planned activities. My discusaion of future plans
is limited to very short-range ment objectives. Additionally, these reports
8 that resource needs are established b, determining workload and then

- projecting resource needs based on that lished workload. Given the fact that

resources are limited and need to be used efficiently, how do you intend to
sroject and prioritize workload based on available resources? Is there a need to

op and implemént long-range plans (covering five or more) to ensure
inadeqv“tg‘t:ﬁaud%t coverage, better reagurce utilization, and continuity of audit and
; ons? ' ’

Answer. I agree that it is unrealistic to believe that an organization will ever
have sufficient resources to cover 100 percent of its workload. This is the reason
that setting priorities is a major task of the Inspector General. However, I do
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believe it is very useful to calculate or estimate workload as a tool to assist in
setting priorities. o ' )

I intend to take a personal, active in the development of a comprehensive
OIG work plan—one that integrates what in the past have been separate plans for
each element fo OIG—and I intend to set priorities and allocate resources v the
priority areas. In my view, a multi-year plan is essential and I intend to move
rapidly to develop such a tRlan. It will take into consideration the.size of the
grogram administered b e Department and the attendant vulnerabilities -in

eciding how to allocate the IG resources. '

Question 2. The HHS IG Office of Investigations does not currently have an
automated system for tracking ongoing investigations, including those investigations
involving fraud. Do you consider such a system necessary? If so, what would need to
be done to implement such a system?

Answer. Due to the increase in workload (724 active cases in fiscal year 1979 to
1200 active cases projected for fiscal year 1982) it is becoming increasingly more
difficult to manage and track OIG cases manually. In order to contro} the workload
and respond to the myriad of requests for information that OIG receives, it is
essential that the caseload be automated. Several steps have already been taken to
obtain a fully automated system. A state-of-the-art survey has been conducted and
basic information is known concerning the t; of system needed to mana?e the
growing caseload. The OIG fiscal year 1982 budget requests additional funds for an
automated system. Currently, GSA’s National Archives and Records Service is
conducting a requirements assessment that will enable OIG to explore contractually,
software capabilities to meet its needs. .

Since I have experience in this area, I plan to take a personal interest in the
development of the system. . ‘

Question 3. The Department has continued to have an unreasonably high backl
of audit reports that are unresolved in a timely manner (i.e., within the six-mon
period chat OMB has determined should be a government-wide standard). In 1978
there were 920 unresolved reports involving $143 million in claimed costs and in
1979 there were over 3,000 unresolved reports with audit exceptions valued at $206.5
million (almost 40 percent of those reports were over 6 months old). These unre-
solved reports and their associated costs cause a logs of interest income to the U.S.
Government daily. How do you propose to improve this situation? .

Answer. I know that the Secretary has a keen interest in this matter and intends
that the OIG give priority attention to it. In furthermore of this, it will be one of my
&monal priorities. I intend not only dt;zafress the various elements within the

ment in resolution of monetary disallowances but also those findings which
reflect weaknesses within the m that fostered the problem in the first place.
Instrumental in this effort will be the full use of the Audit Resolution Council
chaired by the Undersecretary to give top level impetus to resolving the backlog.

In addition, I plan to review immediately earlier ‘recommendations made for
reducinf; the financial losses to the Federal Government. One example which I am
presently studying is found in the Ins r General Annual Report for calendar year
1978. The OIG recommended that the Department charge appropriate interest on
all Federal funds found to have been misspent by grantees; such interest to be
c ed from the date a grantee filed a claim for reimbursement of Federal funds
which were later found to be misspent. While interest on misspent Federal funds is
now being charged, it does not begin to accrue until 30 days subsequent to final
audit resolution action. '

If this and other OIG recommendations are worthy of reconsideration and will
result in savings to the Federal Government and this Department, you can be
assured that I will not hesitate to bring them to your attention.

Question. 4. As of December 31, 1978 Justice had declined to prosecute 24 percent
of the cases HHS (then HEW) referred for prosecution. By the end of 1979, Justice
had declined 58 percent of the cases. In March the Inspector General reported that
the rate of declined fraud cases had increased to 66 percent as of December 1980.
What do you feel can be done to reverse this trend? ’

Answer. To remedy of this problem, it is essential that :ncreased effort be expend-
ed to develop those cases which have sufficient impact on the community and jury
appeal to warrant Department of Justice prosecutive effort. Towards this end, the
mechanism for initial evaluation of allegations as to appropriate sanctions must be
strengthened. In this way, a determination can be made as to whether the investiga-
tive effort should be looking towards possible criminal prosecutive, civil prosecutive
or administrative action. This would prevent misallocation of resources by the Office
ont;l Investigations and would enable prosecutors to concentrate on significant crimi-

cases, -
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In addition, closer cooperation with the Federal Bureau of Investigation will assist.
in a more coordinated effort in bringing the best investigative products within our
program jurisdiction to the Department of Justice. -

The CHAIRMAN. Senator Matsunaga, a distinguished member of
this committee has arrived. .

Do you have any questions, Senator Matsunaga?

Senator MATSUNAGA. Thank you, Mr. Chairman. \

I just came to help you and to give my vote for these fine
nominations. '

The CHAIRMAN. I appreciate that.

Mr. Kusserow, we are pleased to have you here. We look forward
to your success. It is a very difficult role, I might add. We under-
stand yours is one of the more difficult responsibilities. We appreci-
ate your willingness to assume that responsibility.

As far as I know, you will find this committee totally coopera-
tive, up to a point. We do have responsibilities to the taxpayers and
others. There is a great feeling in this country that we have to get
a handle on the size of Government, and where we can, eliminate
excessive costs, whether it be waste, fraud, whatever, use of pro-
grams, overlapping, duplication.
bllI know that is a challenge, particularly in your area of responsi-

ility.

Thank you very much.

Mr. Kussgrow. Thank you, Mr. Chairman. Just let me say that
with your assistance, I am sure we can make a measurable impact

and improvement in this area.

The gﬂAmMAN Thank you.

We are meeting in executive session now to consider Lawrence J.
Brady to be Assistant Secretary of Commerce, Pamela Needham
Bailey, to be Assistant Secretary of Health and Human Services,
Richard D. Kusserow to be Inspector General of the Department of
HHS, David R. Macdonald, to be Deputy U. S. Trade Representa-
tive and Robert J. Rubin, to be Assistant Secretary of Health and
Human Services.

I would say at this point, for Senator Matsunaga’s benefit, we
have had all these people before us today. They have been asked a
number of questions, with one or two exceptions.

Senator Bradley was here for a portion of the hearing.

We will place in the record the reports from the Office of Gov-
ernment Ethics for each of these nominees, reviews by the FBI and
our own committee counsel disclose no problems in those areas.

The nominees appear to be eminently qualified.

, It therefore move that the committee favorably report these nomi- -
nations. .

Senator MATSUNAGA. I second the motion, Mr. Chairman.

The CHAIRMAN. The motion has been made and seconded.

We will poll the committee and hopefully be able to take action

- on the Senate floor some time the first week in June.

Thank you, Senator Matsunaga.

Senator MATSUNAGA. I.must apologize, Mr. Chairman, for not
being present. I was in attendance at a subcommittee hearing.

The CHAIRMAN. I might indicate that for the record, there were

-~ other hearings going on.
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. l‘es'gnator MATSUNAGA. Wherein two of my bills were being consid-
ered. :
The CHAIRMAN. That took priority.
T[Whhank you vet mvil‘ch. ' q y _ i od at :
ereupon, the he and executive session adjourned at
11:30 a.m., subject to thgrclgfl of the Chair.] .

O



