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TELECOMMUNICATIONS TRADE ACT OF 1986

FEﬁRUARY 6, 1986.—Ordered to be printed

Mr. DINGELL, from the Committee on Energy and Commerce,
submitted the following

REPORT
together with
ADDITIONAL.AND SUPPLEMENTAL VIEWS

[To accompaxiy H.R. 3131]

[Including cost estimate of the Congressmnal Budget Office]

The Committee on.Energy and Commerce, to whom was referred
the hill (H.R. 3131) to.identify and reduce barriers to, and distor-
tions of, international trade affecting United States suppliers of
telecommumcatlons equipment and services in mterstate and for-
eign commerce, having considered the same, report favorably
thereon with an amendment and recommend that the bill as
amended do pass.

. The amendment is as follows:

Strike out all after -the enacting clause and insert in lien thereof the following:
-SECTION 1, SHORT TITLE; TABLE OF CONTENTS.
g(sa& ,SHORT Trrie.—This Act may be cited as the “Telecommunications Trade Act of

(b) TABLE oF CONTENTS.—
gec % ghog title. g

ec. indings and purposes.
Sec. 3. Deﬁmt%ons i

TITLE I--ACTIONS NOT REQUIRING PRESIDENTIAL DETERMINATION
Sec. 101. Procurement by providers of international satellite facilities.
Sec. 102. Telecommunications equipment certlﬁcatlon
TITLE II—ACTIONS REQUIRING PRESIDENTIAL DETERMINATION

Sec. 201. Finding by the Secretary.
Sec. 202. Presidential determination.
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Sec. 203. Federal Communications Commission implementation.

Sec. 204. Circumstances under which action not required.

Sec. 205. Action under this Act not exclusive.

Sec. 206. Report. -

Sec. 207. Monitoring of effect of actions.

Sec. 208. Authority to take telecommunications market access enforcement actions.
Sec. 209. Effective date.

SEC. 2. FINDINGS AND PURPOSES.

(a) FInpiNGs.—The Congress finds that—

(1) trade in telecommunications equipment and services is one of the fastest
growing areas of world trade and is expected to reach $700,000,000,000 by 1998;

(2) the United States balance of trade in telecommunications equipment has
deteriorated significantly in recent years, falling from a surplus of nearly
$1,000,000,000 in 1980 to a deficit in 1984 of more than $600,000,000;

(3) the United States deficit in telecommunications equipment trade is the
result of an increase in imports into the United States market for telecommuni-
cations equipment that greatly exceeds the increases in exports by United
States suppliers of telecommunications equipment;

(4) the increase in imports into the United States market by foreign suppliers
of telecommunications equipment is in part a result of the open nature of the
United States telecommunications market; .

(5) the recent decline in the rate of growth of United States exports in tele-
communications equipment is in part a result of barriers to exports of telecom-
munications equipment and services from the United States that are character-
ized by pervasive government intervention (including restrictive practices gov-
ern)ing market access and governmental favoritism of indigenous foreign suppli-
ers);

(6) open and unrestricted access to foreign telecommunications markets by
United States telecommunications suppliers is necessary and critical for the
continued economic health, growth, and international competitiveness of the
United States telecommunications industry and to the sustained growth and ex-
pansion of the United States economy;

(7) the provision of universal telephone service at reasonable rates for all
Americans is closely linked to the continued economic growth of the domestic
telecommunications industry;

(8) the continued economic growth and international competitiveness of the
United States telecommunications industry is important and vital to—

(A) the long-term research and development projects and programs of the
United States telecommunications industry,

(B) the rapid development and introduction into the marketplace of new
and innovative telecommunications equipment and services for American
residential and business telecommunications users,

(O) the development of efficient, reliable, and state-of-the-art telecom-
munications networks to serve the needs of American telecommunications
consumers, and

(D) the maximizing of employment opportunities for United States work-
ers in the telecommunications industry; i

(9) while negotiations should be continued, significant efforts have been made
and some progress has been achieved by United States negotiators to open the
Japanese telecommunications market to United States suppliers of telecom-
munications equipment and services;

(10) significant efforts to open other foreign telecommunications markets to
United States suppliers must be given equal priority by the United States;

(11) negotiated access to foreign telecommunications markets for United
States telecommunications suppliers should be the means to achieve increased
exports in telecommunications equipment and services;

(12) United States policies should be directed to opening up foreign markets
and not the closing of domestic United States markets; and

(13) unless negotiations between the United States and a country to achieve
open market access in that foreign country for United States telecommunica-
tions suppliers are successful, the United States should take action to restrict
open access to the United States telecommunications market to foreign suppli-
ers of that country as a means of achieving an open global market for telecom-
munications trade.

(b) PurpostE.—The purpose of this Act is to identify and eliminate barriers to, and
distortions of, international trade affecting United States suppliers of telecommuni-
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cations equipment and services in interstate and foreign commerce, which will in-
.crease employment opportunities in the United States telecommunications market.

SEC. 3. DEFINITIONS.

As used in this Act—

(1) The term “foreign country” means a foreign country or a political subdivi-
sion, a dependent territory, or a possession of a foreign country, and includes an
association of two or more foreign countries, political subdivisions, dependent
territories, or possessions of foreign countries forming a customs union outside
the United States.

(2) The term “foreign supplier” means—

(A) any legal entity the headquarters, or the primary control or oper-
ations, of which are located or based in a foreign country,

(B) any citizen or national of a foreign country, or

(C) any department, agency, or other government-operated or govern-
ment-controlled organization of a foreign country,

that is engaged, in whole or part, in the business of providing telecommunica-

. tions equipment: or services; except that such term does not include the provid-

ing of telecommunciations equipment manufactured in the United States.

(3) The term “equivalent telecommunications market access” means the op-
portunitiesfor the exportation from the United States of telecommunciations
equipment and services to a foreign country are substantially equivalent to the
‘opportunities under which foreign suppliers of that country can compete in the
provision of telecommunications equipment and services in the United States,
as measured by the extent of barriers for entry and participation in the tele-
communications market.

(4) The term “telecommunications market access enforcement action” means

. any action—

: (A) which restricts or denies the provision of telecommunications equip-
ment in the United States by foreign suppliers, or establishes terms and
conditions on the providing of such equipment in the United States by such
suppliers; and

(B) which is within the authority of the Commission under the Communi-
cations Act of 1934 (whether or not the Commission is otherwise exercising
such authority) or under section 208 of this Act. :

(5) The term “Secretary” means the Secretary of Commerce.

(6) The term “Commission” means the Federal Communications Commission.

(7) The term “telecommunications equipment” means—

(A) equipment (i) which is primarily designed for use in providing or re-
ceiving telephone service and (ii) which the Commission has authority to
regulate (in whole or in part) under the Communications Act of 1934
(whether or not the Commission is otherwise exercising such authority), or

(B) equipment (i) which is used in providing telecommunications services
and equipment and (ii) to which the authorizations or registration provi-
sions of part 2, 15, or 68 of title 47, Code of Federal Regulations, apply.

(8 The term “telephone service” means—

(A) telephone exchange service and telephone interexchange service pro-
vided by a carrier (including service of any dedicated unswitched line), or

(B) service provided by any person (other than a carrier) to any other
person or persons if such service is comparable to any such service provided
by a carrier, as determined by the Commission.

(9) The term “provider of international satellite facilities” means any person
who makes available, on a common carrier or private contract basis, space seg-
ment facilities for transmissions or communications between any point in the
United States and any point outside the United States, other than an incidental
transborder transmission or communication.

TITLE I--ACTIONS NOT REQUIRING PRESIDENTIAL DETERMINATION

SEC. 101. PROCUREMENT BY PROVIDERS OF INTERNATIONAL SATELLITE FACILITIES.

(a) REQUIRED FILINGS OF OPERATING AGREEMENTS BY PROVIDERS OF INTERNATIONAL
SaTELLITE FAcILITIES.—Any construction permit, license, or operating authority
awarded (before, on, or after the date of enactment of this section) by the Commis-
sion to any provider of international satellite facilities for any such facility shall be
subject to the conditions that—

(1) the provider will file with the Commission any operating agreements en-
tered into by such provider with any foreign entity; and
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(2) the Commission may reconsider the award of such permit or authority if
such agreement contains satellite procurement restrictions.

(b) RECONSIDERATION OF PERMITS AND OPERATING AUTHORITY.—If, on the basis of
an agreement filed pursuant to paragraph (1), the Commission finds that it has
awarded a permit, license, or authority to a provider of international satellite facili-
ties that has entered into an operating agreement that contains satellite procure-
ment restrictions imposed by a foreign government, the Commission shall reconsid-
er the permit, license, or authority previously awarded.

(c) FacTors 1v RECONSIDERATION.—In any reconsideration of a permit, license, or
operating authority pursuant to subsection (b), the Commission shall determine
whether such permit, license, or operating authority is in the public interest, taking
into account the impacts of any agreement described in subsection (b) and of the
satellite facility on— .

(1) foreign policy,

(2) national defense and security,

(3)texpgrts from the United States of telecommunications services and equip-
ment, an

(4) the ability of United States companies to participate in worldwide com-
merce through use of international satellite telecommunications facilities.

(d) CompPLIANCE WrtH CoMMIsSsION RULES AND PROCEDURES.—Any reconsideration
of a permit, license, or operating authority pursuant to subsection (b) shall be con-
ducted in accordance with the rules and policies of the Commission.

(e) CoNsuLTATION.—In making the public interest determination under subsection
(), the Commission shall consult with the Secretary of State, the Secretary.of Com-
merce, and the Secretary of Defense, or their designees.

(f) TREATMENT OF FILED AGREEMENTS.—Any agreement filed under this section
that is confidential shall, for purposes of section 552 of title 5, United States Code,
be treated as commercial information that is obtained from a person and that is
privileged and confidential.

SEC. 102. TELECOMMUNICATIONS EQUIPMENT CERTIFICATION.

(a) Purrose.—The purpose of this section is to promote equivalent telecommunica-
tions market access by providing for a fair and effective method of certification re-
garding compliance of telecommunications equipment with such standards as the
Commission has established or may establish under the Communications Act of 1934
that takes into account the compliance methods in use where such equipment is
manufactured.

(b) DECLARATION REQUIRED FOR TELECOMMUNICATIONS IMPORTS.—(1) In the case of
any telecommunications equipment the manufacturing or assembly of which occurs
on or after March 1, 1987, in a foreign country, any certification of compliance with
the standards and procedures established by the Commission under the Communica-
tions Act of 1934 for such equipment shall not be complete unless it is accompanied

(A) a declaration that such foreign country, in applying its standards to any
telecommunications equipment manufactured or assembled in the United States
and exported for entry to such foreign country for sale or distribution, accepts
certification that the equipment conforms to each of such standards—

(i) without any testing, inspection, or reporting requirements for the
equipment as a condition of its sale or distribution in excess of the testing,
inspection, or reporting required by the United States for comparable
equipment; and

(ii) under procedures which impose no greater burden than is experienced
under the standards and procedures established by the Commission under
the Communications Act of 1934; or

(B) in the absence of such declaration, a verification by the Commission that
the equipment complies with the standards and procedures established by the
Commission under such Act.

(2) If the Commission, in consultation with the Secretary, determines that there is
probable cause to believe that a declaration made under paragraph (1) was, at the
time made, not accurate, or that a change in circumstance has rendered such certifi-
cation inaccurate, the Commission may require verification of the equipment con-
cerned in accordance with paragraph (3).

(8) If a verification by the Commission is required under paragraph (1)B) or (2),
such verification shall be made under a designated type approval system—

(A) which _is established by the Commission, in consultation with the Secre-
tary, and which is approximately comparable to the system in use by the coun-
try in which the manufacturing or assembly occurs for assessing whether tele-
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communications equipment manufactured or assembled in the United States
an&i exported for entry to such country conforms tc all of its applicable stand-
ards; and

(B) the administrative costs of which shall be recovered by such fees as the
Commission may reasonably establish.

(4) Verification of equipment in accordance with paragraph (3) shall not be re-
quired with respect to a foreign country if, within 60 days after a Commission action
under paragraph (2), the Secretary finds (after public notice and an opportunity for
a pubic hearing) that the benefits of access to the telecommunications market of
such country by United States suppliers (under conditions that do not permit a valid
declaration under paragraph (1)(A)) outweigh the burdens on United States suppli-
ers of compliance with the requirements of such country.

(5) A finding under paragraph (4) shall cease to be effective unless renewed by the
Secretary at least once each two years. The Secretary is not required to review such
finding if the Commission has withdrawn the verification requirement.

(c) EXEMPTION FOR EQUIPMENT FOR WHICH FOREIGN MARKET NOT SUBSTANTIAL.—
Subsection (b) shall not apply to telecommuncations equipment manufactured or as-
sembled in a foreign country if a determination by the Commission, in consultation
with the Secretary, is in effect that the potential market in such foreign country for
United States telecommunications equipment is not, and will not be, substantial.

(d) CorLrLEcTION AND USE OF FEES.—(1) The rate of any fee established under sub-
section (b)3)(B) during any calendar year shall be fixed by the Commission before
the beginning of such year.

(2) Fees collected under such subsection shall be available, to the extent provided
in advance by an appropriation Act, for use by the Commission for administering
the designated type approval systems established under subsection (b)3).

(e) DeFINITION.—For purposes of this section, the term “designated type approval
system” means a method of verifying compliance with telecommunciations stand-
ards under which one or more pieces of telecommunications equipment of the type
in question are evaluated by or on behalf of the Commission by testing, inspection,
test data review, or other method.

TITLE II—-ACTIONS REQUIRING PRESIDENTIAL DETERMINATION

SEC. 201. FINDING BY THE SECRETARY.

(a) MANDATORY INVESTIGATION BY SECRETARY.—(1) Within 30 days after the effec-
tive date of this title, the Secretary shall initiate an investigation to identify those
foreign countries that are denying equivalent telecommunications market access. In
carrying out the investigation, the Secretary may exclude any foreign country if the
Secretary considers that the potential market in that country for United States tele-
communications equipment and services is not, and will not be, substantial.

(2) In carrying out the investigation under paragraph (1), the Secretary shall—

(A) publish notice of the investigation in the Federal Register;

(B) provide opportunity for the presentation of views concerning the issues,
including a public hearing within the 30-day period after the date of publication
of notice under subparagraph (A); and

(C) consult with other appropriate Federal agencies and the appropriate com-
mittees of Congress.

(@) In carrying out the investigation to determine whether equivalent telecom-
munications market access is denied, the Secretary shall evaluate the extent to
which -United States manufacturers of international telecommunications satellite
equipment are precluded from supplying such equipment by reason of procurement
restrictions imposed by a foreign government on providers of international satellite
facilities. The Secretary shall transmit the results of the evaluation to the Commis-
sion and such results may be considered by the Commission in actions taken under
:gzction 101 of this Act with respect to any provider of international satellite facili-

ies.

(b) INITIATION OF INVESTIGATIONS BY PETITION.—(1)(A) Except as provided in sub-
paragraph (B), any interested person may file a petition requesting the Secretary to
make a finding regarding whether a foreign country is denying equivalent telecom-
munications market access.

(B) A petition may not be filed under subparagraph (A) within the 6-month period
beginning on the effective date of this title.

(2) Not later than 45 days after receiving a petition under paragraph (1), the Sec-
retary shall—

(A) review the allegations in the petition; and
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(B) on the basis of that review, decide whether to initiate an investigation
under subsection (c).

. ) If the Secretary decides not to initiate an investigation with respect to a peti-
tion filed under paragraph (1), the Secretary shall—

(A) on the same day, submit to the petitioner, each House of Congress, and
any appropriate Federal advisory committee a detailed explanation of the rea-
sons therefor; and

(B) within 10 days after the date on which the explanations are submitted
under subparagraph (A), publish notice of the decision, together with a summa-
ry of those reasons, in the Federal Register.

(¢) INvEsTIGATION AFTER PETITION.—If the Secre decides to initiate an investi-
gation with respect to a petition under subsection (b)2), the Secretary shall—

(1) immediately publish notice of the decision in the Fededall%egister, togeth-
er with the text of the petition;

(2) provide opportunity for the presentation of views concerning the issues, in-
cluding a public hearing within the 30-day period after the date of publication
of notice under paragraph (1) or on a date after that period agreed to by the
petitioner; and

(3) promptly commence an investigation to find if the circumstances described
in subsection (b)1) exists.

During the investigation, the Secretary shall consult with other appropriate Federal
agencies and the appropriate committees of Congress. .

(d) PRELIMINARY FINDINGS.—Within 60 days after the date on which notice is pub-
lished under subsection (a)(2XA) or (c)1), as the case may be, the Secretary shall
make a preliminary finding regarding the investigation and shall publish notice of
that determination in the Federal Register together with—

(1) the reasons for the preliminary finding; i

(2) if that finding is affirmative, preliminary recommendations for enforce-
ment actions to be determined by the President under section 202(a); and

() an invitation to interested parties to submit comments, during the 60-day
period after the date of publication, regarding the preliminary finding and the
matters referred to in paragraphs (1) and (2).

(e) FiNaL FiNDING.—Within 120 days after the date on which notice is published
under subsection (a}2)(A) or (c)(1), as the case may be, and after taking into account
all comments submitted in response to the invitation published under subsection
(d)3), the Secretary shall—

(1) make a final finding regarding the investigation;

(2) if that finding is affirmative, develop final recommendations for actions to
be determined by the President under section 202(a); and

(8) immediately submit to the President, and publish in the Federal Register,
notic}tle gf the determination and all recommendations developed under para-
graph (2).

(f) Facrors To Be CoNsIDERED.—In finding under subsection (d) or (e) whether a
foreign country is denying equivalent telecommunications market access, the Secre-
tary shall assess—

(1) the competitiveness of the prices of telecommunications equipment and
services sold by United States suppliers in the foreign country, and their mar-
keting efforts in such country;

(2) the success of United States suppliers in providing telecommunications
equipment and services in the foreign country, measured in comparison to their
relative success in competing in other foreign countries; and in the United
States, for like equipment and services; and

(3) the impact on employment in the United States telecommunications indus-
try.

(2) ErFect oF FiNpING.—The denial by a foreign country of equivalent telecom-
munications market access shall be considered as unjustifiable, unreasonable, or dis-
criminatory and a burden or restriction on United States commerce.

SEC. 202. PRESIDENTIAL DETERMINATION.

(a) MARKET AccEss ENFORCEMENT AcCTIONS.—Except as provided -in section 204, if
the Secretary makes a final affirmative finding under section 201(e)(1) that a foreign
country is denying equivalent telecommunications market access for telecommuni-
cations equipment, telecommunications services, or both, the President, notwith-
standing any other provision of law, must, within 60 days after the day on which
notice of that determination is submitted to the President under section 201(e)8),
determine one or more telecommunications market access enforcement actions that
the President considers necessary or appropriate to achieve equivalent telecom-
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munications market access. ‘The President shall notify the Commission of such
action, and direct the Commission to implement such action.

(b) AvOIDANCE.OF NECSSSITY FOR ENFORCEMENT ACTIONS.—For the purposes of
avoiding the necessit{ for imposing a market access enforcement action (or an alter-
native remedy described.in section 204), the President should seek to obtain equiva-

.lent telecommunications market access for United States suppliers through direct

. negotiation with the foreign country concerned. In determining the necessity and
appropriateness of a market access enforcement action, the President shall take into
account the results of any such negotiations.

SEC: 203. FEDERAL COMMUNICATIONS COMMISSION IMPLEMENTATION.

(a) GENERAL RULE.—The Commission shall, by rule or order, implement any tele-
communications market access enforcement action which the President determines
under section 202(a) to be necessary or appropriate to achieve equivalent telecom-
munications market access.

(b) ProcEpURE.—The Commission shall implement such action within 30 days
after the President’s determination regarding such action and, before such date,
shall provide public notice and an opportunity for a public hearing.

SEC. 204, CIRCUMSTANCES UNDER WHICH ACTION NOT REQUIRED.

Sections 202(a) and 203 shall not apply in the case of the foreign suppliers of a
foreign country if the President, during the 60-day period referred to in section
202(a), takes one or more of the following actions under subsection (b) or (c) (or both)
of section 301 of the Trade Act of 1974 in order to achieve equivalent telecommuni-
cations market access in that country:

(1) Suspends, withdraws, or prevents the application of, or refrains from pro-
claiming, benefits of trade agreement concessions to carry out a trade agree-
ment with that country.

(2) Imposes duties or other import restrictions on the telecommunications
equipment of, or fees or restrictions on the telecommunications services of, that
country. )

(3) Restricts the terms and conditions of telecommunications sector access au-
thorizations for foreign suppliers of that country.

(4) Denies the issuance otP such authorization to foreign suppliers of that coun-
try.

SEC. 205. ACTION UNDER THIS ACT NOT EXCLUSIVE,

The taking of an action under sections 202(a) and 203 with respect to the foreign
suppliers of any foreign country to achieve equivalent telecommunications market
access may not be treated as limiting, to any extent, the authority of the President
to take additional action under any other law to achieve such equivalent access.

SEC. 206. REPORT.

If the President determines any action is necessary or appropriate under section
202(a), the President promptly shall inform Congress of that action, together with
an explanation of the objectives to be achieved by it, and have notice of the action
published in the Federal Register. If an action to be taken by the President— _

(1) differs from an action recommended by the Secretary under section
201(e)2); or
(2) was not recommended under that section;
the President shall include in the notice a statement of the reasons for the differ-
ence or for taking an action that was not recommended.

SEC. 207. MONITORING OF EFFECT OF ACTIONS.

(a) MONITORING AND SUBSEQUENT AcCTION.—After taking any action pursuant to
section 203, the Secretary shall annually review the effect of the action and deter-
mine whether the action is achieving equivalent telecommunications market access
as well as its effects on interstate or foreign commerce and report to the President
and the Congress. If the President decides that the action—

(1) has resulted in equivalent telecommunications market access, the Presi-
dent may suspend or modify the application of an action under section 203; or

(2).is not achieving its objective, the President may take further action under
sections 202(a) and 203 (without regard to the time limitations contained there-
in) as the President considers necessary or appropriate.

(b) NoTiFicaTioN.—The President shall—

(1) notify each House of the Congress of the results of each review made
under subsection (a) and include in that notification an explanation of each sus-
pension, modification, or further action, as the case may be, implemented under
paragraph (1) or (2) of that subection; and
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(2) promptly publish notice of each such suspension, modification, or further
action in the Federal Register.

(c) REVIEW OF MaRkETS OF CoUNTRIES ExcLUDED.—The Secretary shall annually
review the potential market for United States telecommunications equipment and
services 1n countries which have been excluded under section 201(a). The Secretary
shall initiate an investigation under section 201(a) regarding any such country if the
Secretary considers it to.have a market for United States telecommunications equip-
ment and services which is or will be substantial.

SEC. 208. A]I‘,}THORITY TO TAKE TELECOMMUNICATIONS MARKET ACCESS ENFORCEMENT AC-
ONS.

(@) AutHoriTY To IMPLEMENT PRESIDENTIAL DETERMINATIONS.—The Commission
has authority to implement any action which restricts or denies the provision of
telecommunications equipment in the United States by foreign suppliers, or estab-
lishes terms and conditions on the providing of such equipment in the United States
by such suppliers, and which the President determines to be necessary or appropri-
ate under this Act.

(b) REGULATIONS.—Not later than 9 months after the date of the enactment of this
title, the Commission shall issue regulations setting forth procedures—

(1) which the Commission shall use in implementing any such Presidential de- -
termination, and )

(2) to the extent practicable, which shall be consistent with the procedures
generally applicable under the Communications Act of 1934.

(c) Actions AvAILABLE.—The Commission may, in such regulations, identify spe-
cific types of telecommunications market access enforcement actions which may be
available to the President. Nothing in this subséction shall be construed to limit the
discretion of the President to the actions specified in such regulations. .

SEC. 209. EFFECTIVE DATE.

This title takes effect on July 1, 1986, except that sections 202(b) and 208(b) take
effect on the date of enactment of this Act.
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PURPOSE AND SUMMARY

The Telecommunications Trade Act of 1986 is designed to open
foreign markets to U.S. telecommunications equipment and service
suppliers rather than closing or inhibiting competition in the do-
-mestic American markets.

The bill' is divided into two titles each .containing measures de-
signed to open foreign markets. The measures in Title I, which
relate to telecommunications equipment certification practices and
procurement of international satellite facilities, do not require a
prior investigation by the Secretary of Commerce or a prior Presi-
dential determination of harm before implementation. Title II con-
tains measures requiring such an investigation and Presidential de-
termination. Recognizing that negotiations are the most desirable
method of achieving open access to foreign markets, the bill pro-
vides for a sufficient period of time during which negotiations
coultcil go forward before the remedial actions in Title II are im-
posed.

The legislation is aimed at achieving access to foreign markets
on a level that is equivalent to the access afforded the foreign sup-
pliers in the U.S. Foreign governments are not, however, required
to have a market structure that is the mirror image of the Ameri-
can market. Instead, they must provide “substantially” equivalent
access to U.S. suppliers. : .

While much attention has recently been focused upon the trade
imbalance with Japan, the bill does not focus upon one market. In-
stead, it recognizes that efforts must be made in a number of for-
eign markets (including Western Europe and Canada, as well as
Japan) that currently characterized by pervasive government inter-
vention that impedes the access of American telecommunications
suppliers. Moreover, the bill covers both equipment designed for
use in providing or receiving telephone service and services such as
the resale of private lines. By including services, U.S. service pro-
viders will be able to gain access to telephone lines for purpose of
reselling them as part of a value-added network or some other
value-added service offering.

Title I requires the Federal Communications Commission to
adopt a fair and effective method of certification regarding compli-
ance of foreign telecommunications equipment with Commission
standards. Title I also requires the Commission to reconsider the
license of any provider of international satellite facilities who signs
an operating agreement with a foreign country that contains pro-
curement restrictions that deny equivalent market access to U.S.
suppliers. '

Negotiations are the preferred course to open foreign markets to
U.S. suppliers. However, Title II provides that if the Secretary of
Commerce determines that a country is denying equivalent access,
then the President must take remedial measures to open the for-
eign market. Title II requires the President to direct the Federal
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Communications Commission (FCC) to take action which restricts
or denies access to foreign suppliers of the foreign country. Howev-
er, if the President takes meaningful action under the Trade Act of
1974 such as imposing duties or import restrictions he would not be
required to implement a sanction through the FCC. The President
retains full flexibility in shaping the remedial measures imposed
under Title II.

BACKGROUND AND NEED FOR THE LEGISLATION

Among the fastest growing areas of the international economy is
the telecommunications equipment and services market. As of
1984, this sector of commerce amounted to nearly $325 billion and
is estimated to reach $539 billion by 1990—growth of over 8 per-
cent annually.

The regulation of telecommunications equipment and services
provided by both foreign and U.S. firms in the domestic U.S.
market is a major area of the Committee’s jurisdiction. The Com-
mittee is greatly concerned that the increasing access that foreign
firms have gained to our domestic telecommunications market has
not been not matched by substantially equivalent market opportu-
nities for U.S. equipment producers and service providers abroad.
This imbalance threatens the trade competitiveness of the U.S.
telecommunications industry.

TELECOMMUNICATIONS EQUIPMENT

The United States balance of trade in telecommunications equip-
ment has deteriorated significantly in recent years—from a surplus
of almost $1 billion in 1980 to a deficit of over $600 million in 1984.
For the first three quarters of 1985, the U.S. trade deficit in tele-
communications has reached $1.013 billion. Forecasts for 1985 indi-
cate that the deficit will be about $1.1 billion.

Between 1980 and 1984 imports of telecommunications equip-
ment to the U.S. rose 166 percent while American exports in this
sector of the economy increased just 40 percent. Specifically, im-
ports from Japan increased by nearly 250 percent while U.S. ex-
ports to that country increased by about a half that amount. Im-
ports from Europe increased 90 percent while American exports to
those nations only increased by 3 percent.

Moreover, for the first time in history, Japan has become the
leading exporter of telecommunications equipment, capturing
almost 21 percent of the world market in 1984. The United States
fell to second place with about 12.7 percent of the market.

In addition to losing our position as dominant exporter in this
area, the U.S. has experienced a higher rate of telecommunications
imports than many other nations. Imports accounting for about
10.5 percent of American telecommunications consumption in 1983
while Japan imported only 1.4 percent of its equipment. Likewise,
Canada and Europe imported just 8 and 6 percent, respectively.

The leading exporters of the world’s telecommunications equip-
ment are now the East Asian countries. In 1983, 75 percent of tele-
communications imports to the United States came from the Far
East—39 percent from Japan, 18 percent from Taiwan, 13 percent
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from Hong Kong, and the balance from Singapore, Malaysia and
Korea.

The Committee believes that this deterioration in our telecom-
munications trade position is largely the result of two factors: bar-
riers in foreign telecommunications markets—which prevent U.S.
suppliers from exporting to foreign countries—and deregulatory
changes in the U.S. domestic market, including the restructuring of
- AT&T—which allow foreign suppliers to sell freely in the U.S.
market. These factors, among others, make the international tele-
communications market unique.

. The American telecommunications industry is the technological
leader in the international telecommunications equipment market.
Its products are of the highest quality and are available at competi-
‘tive prices. Despite this technological lead, the United States ex-
_ports only about 10 percent of its production, while accounting for
nearly 40 percent of the global consumption in telecommunica-
tions. Japan, on the other hand, with less than 10 percent of the
global consumption, exports about 22 percent of its production.
Canada and Europe export about 21 and 19 percent, respectively.

U.S. telecommunications trade difficulties are not caused by any
competitive weakness of U.S. industry. The problem relates largely
to the imbalance between the openness of the U.S. markets and the
lack of comparable openness in foreign markets.

The U.S. telecommunications market is by far the largest in the
world, constituting nearly half of the global market in telecom-
munications. As a result of a number of deregulatory decisions, for-
eign businesses are now able to compete vigorously in the U.S. tele-
communications market. Foreign ‘multinational corporations have
seized this opportunity and have quickly penetrated the U.S.
market. This rapid increase of foreign suppliers in the American
market starkly contrasts with the very slow progress of U.S. com-
panies abroad. .

Foreign markets in the industrialized nations remain largely
closed to U.S. telecommunications products, reflecting factors such
as the strong preference of foreign post and telecommunications
authorities for their own home suppliers, “buy national” industrial
policies, and a variety of tariff and nontariff barriers. Purchasers
in the market outside the United States are largely controlled by
government procurements through government owned and operat-
ed Ministries of Posts and Telecommunications. Government pro-
curements of telecommunications equipment account for almost 60
percent of the $33.8 billion equipment market outside of the U.S.
Foreign governments have the ability and the willingness to use
their procurement leverage to foster their national telecommunica-
tions industries to the exclusion of competitors such as United
States suppliers.

Privatization and deregulatory initiatives have resulted in some
progress toward providing access by U.S. telecommunications sup-
pliers to markets in countries such as Britain and Japan. Yet,

these measures have still not resulted in fully open and competi-
tive markets.
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JAPAN

Japan accounts for this country’s largest bilateral trade deficit in
telecommunications equipment. For this reason, U.S. negotiating
efforts aimed at achieving greater market access for U.S. firms
abroad have largely been concentrated on Japan. In 1985, U.S. offi-
cials became concerned that proposed new Japanese certification
procedures for customer premises equipment (CPE), developed in
conjunction with the restructuring of the Japanese telecommunica-
tions market, would reduce the access of U.S. firms to the Japanese
telecommunications market. However, following an intensive nego-
tiating effort, Japan agreed to new certification procedures for CPE
which more closely resemble those used by the United States. How-
ever, it is still too soon to evaluate the impact these certification
procedures will have—in practice—on U.S. suppliers.

Nippon Telephone and Telegraph (NTT), the Japanese .govern-
ment’s telecommunications monopoly, still procures virtually all of
its mainline telecommunications products from Japanese produc-
ers. The Committee hopes that NTT, in its procurement of main-
line telecommunications equipment, will afford substantially equiv-
alent access to U.S. suppliers. The Committee intends to monitor
progress in this area.

The ability of U.S. suppliers to penetrate the Japanese telecom-
munications market is not only limited by current NTT procure-
ment practices. In addition, Japanese procedures with respect to
radio communications equipment certification, licensing for serv-
ices, and frequency allocation have had the effect of impeding the
sale of U.S. products. Government-wide attention and effort by the
U.S. has resulted in recent progress in resolving these problems.
Nevertheless, firms account for only about 2 percent of Japan's $4
billion telecommunications equipment market.

The telecommunications market access problem confronted by
U.S. firms is not limited to Japan—it is global in scope. While
Japan has at least made a commitment, in a bilateral agreement,
to the principle of nondiscriminatory procurement of telecommuni-
cations equipment, other major U.S. trading partners have made
no such commitment and, in fact, expressly exclude their Minis-
tries of Posts and telecommunications (PTTs) from coverage under
the Procurement Code which was negotiated during the last round
of multilateral trade negotiations under the General Agreements
on Tariffs and Trade (GATT).

CANADA

In Canada, the major telecommunications equipment manufac-
turer is controlled by Bell Canada, the largest provider of telecom-
munications services, which has a policy of favoring its subsidiary
in its procurement of equipment. Moreover, Canadian tariffs on
telecommunications equipment are substantially higher than those
in the U.S. These factors substantially limit U.S. producers’ oppor-
tunities in this market, which represents over $1.5 billion in sales
annually.
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EUROPE

The $17 billion European telecommunications market—the larg-
est in the world outside the U.S.—is largely closed to U.S. products,
particularly mainline equipment, because of restrictive procure-
ment policies of the individual national PTTs. In some cases, such
as France, government authorities have deliberately utilized pref-
erential procurement as a mechanism for creating international
competitive advantage for their national producers.

INTERNATIONAL SATELLITES

The use of procurement for industrial policy purposes poses a po-
tential danger in the market for international telecommunications
facilities. Traditionally, the various types of international telecom-
munications facilities which exist are jointly owned, either through
Intelsat or through a consortium of carriers owning transoceanic
cables. This sharing arrangement recognizes the joint nature of
international telecommunications, which generally requires the co-
operation of carriers to function. This ownership arrangement may
not be the case with regard to the new alternative satellite sys-
tems. As of now, the new systems are almost exclusively owned by
U.S. citizens. Even though international telecommunications is
usually in the form of a joint venture, it is not clear how the finan-
cial arrangements for these systems will evolve.

The Committee is not attempting to deter independent business
judgment nor to replace it with the judgment of the FCC, particu-
larly as to ownership or shared participation. On the contrary, the
Committee is attempting to establish an environment in which the
operators of new systems may fully exercise their own business
judgment.

Nevertheless, there is an ongoing concern about the potential op-
portunity to unfairly pressure the new systems to favor foreign
manufacturers. This concern was first raised as potential retalia-
tion for U.S authorization of separate systems.

Some foreign governments have made international telecom-
munications equipment and services targets of their industrial poli-
cies. The Committee is concerned that these governments might re-
strict the procurement options of providers of international tele-
communications facilities in order to advance these industrial poli-
cies. The Committee joins the Administration and the Commission
in condemning these unfair trade practices, to the extent that they
occur, and has adopted measures in this bill to ensure that the U.S.
‘satellite industry will have a fair opportunity to supply interna-
tional telecommunications facilities.

TELECOMMUNICATIONS SERVICES

In addition to trade in telecommunications equipment, trade in
telecommunications services has become an increasingly important
component of U.S. international trade and has the potential to be a
major American export commodity. The world market for telecom-
munications services in 1984 reached about $265 billion and is esti-
mated to grow to $444 billion by 1990, a growth of over 9 percent
annually.
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_ Not only have telecommunications services become an
increasingly important aspect of U.S. international trade as a com-
modity for export, but these services are also essential to effective
participation in foreign markets by almost every other U.S. indus-
try. Without reliable, reasonably-priced communications, U.S. firms
would find themselves at a severe competitive disadvantage in the
world economy, largely unable to transact business with their trad-
ing partners. .

Clearly, the information industry—a multibillion dollar industry
which includes a wide array of services ranging from timesharing
to movies and other entertainment programming to mail and
telex—is becoming an increasingly important component of U.S.
exports. Currently there are nearly 400 information suppliers that
provide direct access to records through telephone lines and a com-
puter terminal. Several American firms have begun marketing
these services abroad, offering information such as stock quotations
and up-to-date news. It is estimated that U.S. electronic data base
service providers had 1984 revenues of nearly $1.5 billion, and
firms providing remote data processing services are estimated to
have had revenues of about $6 billion that same year.

Moreover, broadcasting entities such as Turner, ESPN, HBO,
WOLD and the three networks may increase their use of interna-
tional communications facilities to exchange sports, information,
and entertainment programming between the United States and
other countries. Other users could transmit newspapers, magazines
and similar information to various foreign locations for printing
and distributions.

With respect to broadcasting, there currently appears to be trade
barriers relating to the treatment of American radio and television
signals by Canada in particular. Examples of these barriers are Ca-
nadian denial of tax deductions to businesses which place advertis-
ing on U.S. broadcasting stations; limits upon the amount of U.S.
programming which Canadian stations may broadcast; Canadian
governmental authorization of the for-profit interception and redis-
tribution by Canadian satellite of U.S. television signals without
the consent of, or compensation to, the U.S. stations and other af-
fected copyright holders; and the unauthorized, uncompensated
microwave distribution of U.S. border television signals, sometimes
with alterations of deletions, in areas of Canada beyond the sta-
tions’ over-the-air coverage. The Committee believes that the Cana-
dian government should take appropriate steps to eliminate these
barriers.

Among the services upon which U.S. firms rely in the conduct of
international business is telex, a service that uses dedicated com-
munications lines to transmit data. Sharp increases in telex rates
have adversely affected both providers and users of this service.
The Committee expects the FCC to obtain the necessary informa-
tion (which the Committee assumes the industry will provide in a
timely and forthright manner), and to allocate sufficient resources
to complete expeditiously its pending investigation into special
access tariffs for telex. The Committee believes it would be inappro-
priate and undesirable for additional, substantial increases in the
rates for telex to be allowed to become effective before the Commis-
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sion concludes a thorough investigation as to the cost justification
and reasonableness of the rates.

Given the importance of international communications, both as a
component of our international trade and as a vital infrastructure
for other internationally important industries, the Committee ex-
pects the FCC to respond to any unfair trade practices of any for-
eign government relating to the ability of U.S. international carri-
ers to provide international telecommunications services.

The Committee is aware of past attempts by foreign PTTs to re-
quire U.S. international carriers to accept unfavorable terms and
conditions in order to obtain operating agreements. The Committee
is concerned that these ministries might use their monopoly power
to force U.S. international carriers to route a portion of their traf-
fic into and out of the U.S. over their own foreign international
satellite systems as a condition of obtaining an operating agree-
ment. The Committee urges the Commission and the President to
use their existing authority and the authority granted under this
bill to prevent these abuses.

‘CONCLUSION

.The technological leadership of the domestic U.S. telecommunica-
tions industry means that there.is no need to impose measures to
protect the industry in its home market. Rather, the industry re-
quires mechanisms by which to gain access to foreign telecommuni-
cations markets.

The Committee recognizes that the strength of the U.S. dollar—
which simultaneously increases prices of our exports and decreases
prices of our imports—has had an impact on the U.S. telecommuni-
cations trade deficits and on the ability of U.S. businesses to com-
pete abroad. The Committee is also aware that American telecom-
munications companies must recognize that the former domestic
market has been transformed into a larger, global market, and
they must engage in more extensive marketing efforts if they are
going to cope with this new reality. However, despite these other
contributing factors, the Committee is convinced that foréign bar-
riers to entry are a major component of the telecommunications
trade problem. :

The Committee does not intend H.R. 3131 merely to send our
trading partners a signal. Rather, the reported bill would establish
a framework within which the opportunity for U.S. suppliers to
compete in the international telecommunications market shall be
greatly increased, or new conditions governing foreign access and
participation in our own domestic market will be implemented.

H.R. 3131 contains the necessary statutory authority and re-
quirements to ensure that action restricting foreign access to the
U.S. market will be taken unless U.S. firms obtain meaningful
market access abroad. T

HEARINGS

The Committee’s Subcommittee on Telecorffintinications, Con-
sumer Protection and Finance held one day of general hearings on
telecommunications trade on March 27, 1985. Testimony was re-
ceived from Robert S. Strauss, former United States Trade Repre-
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sentative; Frederick Bergsten, Director, Institute for International
Economics; Howard D. Samuel, President, Industrial Union Depart-
ment, AFL-CIO; John Yochelson, Director of International Busi-
ness and Economics, Center for Strategic and International Stud-
ies, Georgetown University; William G. Moore, Jr., Chairman of
the Board, American Electronics Association; Eric I. Garfinckel,
representing the Communications Industry Association of Japan
and Allen R. Frischkorn, Jr., Chairman, International Trade Com-
mittee of the Information and Telecommunications Group, Elec-
tronic Industries Association.

In addition, the Subcommittee on Commerce, Transportation and
Tourism held a similar hearing on March 28, 1985. Testimony was
received from the Honorable Lionel H. Olmer, Undersecretary for
International Trade, Department of Commerce; C. Travis Marshall,
Corporate Vice President, Motorola Inc.; Michael Borrus, Deputy
Director, Berkeley Roundtable on the International Economy, Uni-
versity of California; John Morgan, Assistant to Executive Vice
President, Legislation-Government Agencies, Communication
Workers of America; and Robert B. Wood, Research Director, Inter-
national Brotherhood of Electrical Workers. :

The Committee’s Subcommittee on Commerce, Transportation,
and Tourism; and the Subcommittee on Telecommunications, Con-
sumer Protection and Finance held one day of joint hearings on
H.R. 3131 on October 1, 1985. Testimony was received from Hon. S.
Bruce Smart, Undersecretary for International Trade, U.S. Depart-
ment of Commerce; Bruce Wilson, Assistant U.S. Trade Represent-
ative; John Hinds, Vice President, AT&T International Inc.; Yong
Tuck Lee, President, M/A-COM MAC, Inc.; John J. McDonnell,
Vice President, Electronic Industries Association; Edwin B. Spie-
vack, President, North American Telecommunications Association;
Stanton D. Anderson, Anderson, Hibey, Nauheim and Blair; Wil-
liam O’Connor, President, Executone, Inc.; Barbara Easterling, Ex-
ecutive Vice President, Communications Workers of America; and
Robert B. Wood, Research Director, International Brotherhood of
Electrical Workers.

CoMMITTEE CONSIDERATION

On October 2, 1985, the Subcommittee on Commerce, Transporta-
tion and Tourism met in open session and ordered reported the bill
H.R. 3131, as amended, by a voice vote, a quorum being present.
On October 3, 1985, the Subcommittee on Telecommunications,
Consumer Protection and Finance met in open session and ordered
reported the bill H.R. 3131, as amended, by a voice vote, a quorum
being present. On November 21, 1985, the Committee met in open
session and ordered reported the bill H.R. 3131 as amended by a
recorded vote of 33 to 0, a quorum being present.

CoMMITTEE OVERSIGHT FINDINGS

Pursuant to clause 2(1)3)(A) of Rule XI of the Rules of the House
of Representatives, the Subcommittees held oversight hearings and
made findings that are reflected in the legislative report.
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CoMMITTEE ON GOVERNMENT OPERATIONS

Pursuant to clause 2(1)(8)(D) of Rules XI of the Rules of the
House of Representatives, no oversight findings have been submit-
ted to the Committee by the Committee on Government Oper-
ations.

CoMMITTEE CosT ESTIMATE

In compliance with clause 7(a) of Rule XIII of the Rules of the
House of Representatives, the Committee believes that the market
access studies required of the Secretary of Commerce would cost
about $130,000 over the fiscal years 1986 and 1987. Since the bill
allows the FCC to charge fees to cover the costs of the verification
requirement in the bill. The Committee expects that the bill would
impose no net costs to the Commission.

CONGRESSIONAL BUDGET OFFICE ESTIMATE

U.S. CoNGREsS,
CONGRESSIONAL BUDGET OFFICE,
. Washington, DC, December 13, 1985.
Hon. Joan D. DINGELL,
Chairman, Committee on Energy and Commerce, House of Repre-
sentatives, Rayburn House Office Building, Washington, DC.

Dear MR. CaaiRMAN: The Congressional Budget Office has re-
viewed H.R. 3131, the Telecommunications Trade Act of 1985, as
ordered reported by the House Committee on Energy and Com-
~merce, November 21, 1985. .

The purpose of the bill is to. reduce barriers that U.S. firms face
in telecommunications markets: Currently, the Federal Communi-
cations Commission (FCC) certifies. whether foreign telecommunica-
tions equipment complies with FCC standards. The bill would re-
quire that .certification of equipment manufactured in a foreign
country after February 28, 1987, include a declaration by that
country that it will accept U.S. equipment under similar standards.
.Absent such-a declaration, the FCC would be required to verify,
through testing or other means, whether that country’s equipment
complies with FCC standards. The bill directs that the administra-
tive costs of conducting verifications be recovered through fees es-
tablished by the FCC. -

The bill would also require the Secretary of Commerce to identi-
‘fy those foreign countries that deny U.S. firms equivalent access to
.telecommunications markets, taking into account the competitive-
ness of prices of U.S. equipment, the success of U.S. suppliers in
marketing their equipment, and the impact on employment in the
U.S. telecommunications industry. If the Secretary finds that a for-
eign country denies equivalent access to U.S. firms, the President
would be required to take action to promote market access. The
FCC would be responsible for implementing such action. To the
extent that such action would affect dutiable imports of telecom-
munications. products, it could cause an increase or decrease in cus-
toms duties collections. Because it is uncertain what measures
would be taken, CBO is unable at this time to estimate the revenue
effect of this bill.
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Based on information from the Department of Commerce, we es-
timate that the market access studies would cost about $130,000
over the fiscal years 1986 and 1987. We cannot at this time esti-
mate the annual costs that would be incurred by the FCC as a
result of the verification requirement in the bill. But since the bill
would allow the FCC to charge fees to cover these costs, we expect’
that the verification provision would result in no net cost to the
federal government.

Enactment of this bill would not affect the budgets of state or
local governments.

If you wish further details on this estimate, we will be pleased to:
provide them.

With best wishes,

Sincerely, 3 B
AMES -BLum

(For Rudolph G. Penner, Director).

INFLATIONARY IMPACT STATEMENT

Pursuant to clause 2(1)4) of rule XI of the Rules of the House of
Representatives, the committee makes the following statement
with regard to the inflationary impact of the reported bill:
HThere is no inflationary impact associated with the enactment of

R. 3131.

SECTION-BY-SECTION ANALYSIS

Sec. 1—Short title and table of contents

(a) The bill is titled the ‘“Telecommunications Trade Act of 1986.
(b) The table of contents for this Act is as follows:

Sec. 1. Short title.
Sec. 2. Findings and purposes.
Sec. 3. Definitions.

TITLE I—ACTIONS NOT REQUIRING PRESIDENTIAL
DETERMINATION

Sec. 101. Procurement by providers of international satellite facili-

ties.
Sec. 102. Telecommunications equipment certification.

TITLE II—ACTIONS REQUIRING PRESIDENTIAL
DETERMINATION

Sec. 201. Finding by the Secretary.

Sec. 202. Presidential determination.

Sec. 203. Federal Communications Commission implementation.

Sec. 204. Circumstances under which action not required.

Sec. 205. Action under this Act not exclusive.

Sec. 206. Report.

Sec. 207. Monitoring of effect of actions.

Sec. 208. Authority to take telecommunications market access en-
forcement actions.

Sec. 209. Effective date.
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Sec. 2—Findings and purposes
(@) Findings

While telecommunications equipment and services are among
the fastest growing areas of world trade, the United States’ balance
of trade in telecommunications equipment has fallen significantly
in recent years—from a surplus of $1 billion in 1980 to a deficit of
over $600 million in 1984. In 1985, projections indicate the U.S.
%;ade deficit in telecommunications equipment will reach $1.1 bil-

ion.

This deficit in telecommunications equipment trade is the result
‘of a rapid increase in imports into the United States that greatly
exceeds the increases in exports by U.S. suppliers to foreign coun-
“tries.

The increase in imports into the U.S. is in part a result of the
open nature of the American telecommunications market.

The recent decline in the rate of growth of U.S. exports in tele-
communications equipment is in part a result of trade barriers in
“foreign countries that are characterized by pervasive government
intervention (including restrictive practices governing market
acc)ess and governmental favoritism of indigenous foreign suppli-
ers).

~Open and unrestricted access to foreign markets is essential to
the continued health and growth of the U.S. telecommunications
industry and the economy in general. Moreover, the international
competitiveness of the telecommunications industry is critically
necessary to-assure continued research and development of innova-
tive telecommunications equipment and services, to preserve em-
ployment opportunities in the U.S., and to maintain efficient state-
of-the-art telecommunications networks.
- The provision of universal telephone service at reasonable rates
for all Americans is closely linked to the continued economic
growth of the domestic telecommunications industry.

The continued economic growth and international competitive-
ness of the United States telecommunications industry is important
and vital to the long-term research and development projects and-
programs of the United States telecommunications industry, the
rapid development and introduction into the marketplace of new
and innovative telecommunications equipment and services for
American residential and business telecommunications users, the
development of efficient, reliable, and state-of-the-art telecommuni-
cations networks to serve the needs of American telecommunica-
tions consumers, and the maximizing of employment opportunities
for United States workers in the telecommunications industry.

While negotiations should be continued, significant efforts have
been made and some progress has been achieved by United States
negotiators to open the Japanese telecommunications market to
United States suppliers.

Significant efforts to open other foreign telecommunications mar-
lS{etsteto U.S. suppliers must be given equal priority by the United

tates. :

Negotiated access to foreign telecommunications markets for
U.S. suppliers should be the means to achieve increased exports in
telecommunications equipment and services.
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The Committee wishes to emphasize that the legislation’s funda-
mental objective of obtaining open and unrestricted access to for-
eign markets in telecommunications equipment and services should
be achieved by negotiation, wherever possible.

U.S. policies should be directed to opening up foreign markets
and not the closing of domestic United States markets.

Unless negotiations between the United States and a country to
achieve open market access in that foreign country for United
States telecommunications suppliers are successful, the United
States should take action to restrict open access to the United
States telecommunications market to foreign suppliers of that
country as a means of achieving an open global market for telcom-
munications trade.

The Committee finds that negotiations to achieve this objective
may not be successful unless it is clear to foreign governments that
enforcement actions will be taken if barriers to U.S. exports are
not withdrawn. At the same time, the Committee understands that
enforcement action must be properly directed so as to maximize
their effect in opening foreign markets and minimize adverse ef-
fects on businesses and consumers in the U.S.

(b) Purpose

The legislation’s fundamental purpose is to identify and elimi-
nate barriers to, and distortions of, international trade affecting
United States suppliers of telecommunications equipment and serv-
ices in interstate and foreign commerce, which will increase em-
ploy]r‘nent opportunities in the United States telecommunications
market.

Section §—Definitions

Section 3 sets forth the pertinent definitions to the bill.

“Foreign supplier” is defined as an entity whose corporate head-
quarters, the primary control, or the operations of which are locat-
ed or based in a foreign country. This definition does not include
the American subsidiaries or affiliates of a foreign corporation, but
it does include foreign subsidiaries or affiliates of American corpo-
rations.

“Equivalent telecommunications market access” is defined in a
manner that does not require a foreign telecommunications market
to be a mirror image of the U.S. market. Instead, the bill defines
market access in a way that is intended to measure whether
United States suppliers have opportunities to export telecommuni-
cations equipment and services from the U.S. to a foreign country
on a basis that is “substantially equivalent” to the opportunities
that foreign suppliers of that country have in providing telecom-
munications equipment and services in the United States. These
opportunities should:be measured by the extent of barriers for
entry and participation in the telecommunications market of that
country.

The }E)ommittee intends that the term “equivalent telecommuni-
cations market access’”’ be construed so as to include the opportuni-
ties for .United States suppliers to provide telecommunications
-equipment and related services to any provider of international
satellite facilities that are substantially equivalent to the opportu-
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nities afforded to foreign suppliers of such equipment and services.
In this regard, the Committee intends that the FCC and the Secre-
tary shall consider that equivalent telecommunications market
access to procurement of international satellite facilities is effec-
tively denied to U.S. suppliers whenever the foreign entry rights of
a provider of international satellite facilities are expressly and ef-
fectively made contingent by law, regulation, government decree or
other regulatory action upon the provider using equipment or re-
lated services provided by foreign suppliers.

- The term “telecommunications market access enforcement
action” is defined in the bill to mean any action which restricts or
denies the provision of telecommunications equipment in the
United States by foreign suppliers, or establishes terms and condi-
tions on the providing of such equipment in the United States by
such suppliers and which is within the authority of the Commis-
sion under the Communications Act of 1934 (whether or not the
Commission is otherwise exercising such authority) or under sec-
tion 208 of this Act. It does not apply to actions relating to the pro-
vision of telecommunications equipment by domestic U.S. suppliers,
nor the provision of telecommunications services.

" The definition of the term “telecommunications equipment” en-
compasses two categories of equipment. The first category is equip-
ment which is primarily designed for use in providing or receiving
telephone services and which the Commission has the authority to
regulate (in whole or in part). This part of the definition includes
customer premises, switching and transmission equipment, and is
not limited to that equipment which might be covered by an exist-
ing FCC registration program.

The second category is equipment which is used in providing
telecommunications services and to which the authorization or reg-
istration provisions of part 2, 15, or 68 of title 47, Code of Federal
Regulations, apply. This part of the definition includes equipment
not traditionally considered ‘‘telephone equipment” such as land
mobile radio, pagers, and beepers. However, equipment not used in
providing telecommunications services such as garage door openers
is not included. Nor is it the Committee’s intention that this defini-
tion cover items that are properly considered computer products
covered in Schedule 6, Part 4, Subpart G of the Tariff Schedules of
the United States Annotated.

The term “provider of international satellite facilities” means
any person who makes available, on a common carrier or private
contract basis, space segment facilities for transmissions or commu-
nications between any point in the United States and any point
outside the United States, other than an incidental transborder
transmission or communication. This term includes any private
U.S. firm or any foreign supplier authorized by the FCC pursuant
to the Report and Order in CC Docket No. 84-1299 to sell or lease
space segment capacity to carry transmissions into or out of the
United States. The term also includes Comsat, the U.S. signatory to

the International Telecommunications Satellite Organization

(INTELSAT) which currently carries satellite communications be-
tween points within the United States and points outside the U.S.
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TITLE I—ACTIONS NOT REQUIRING PRESIDENTIAL DETERMINATION

Sectio_rlz. 101—Procurement by providers of international satellite fa-
ctlities

Section 101 establishes that United States policies should be di-
rected to securing a fair and equal opportunity for the United
States satellite industry to provide spacecraft equipment, launching
vehicle equipment, and ground equipment with respect to any pro-
vider of international satellite facilites. The Committee intends this
policy to cover the same range of equipment and related services as
18 described in the FCC’s Report and Order CC Docket 84-1299
(Separate Satellite Decision).

The requirements of section 101 are consistent with Administra-
tion and Commission policy in the area. In its White Paper on new
international systems, the Administration stated: '

The United States would oppose any initiative by foreign
administrations which would  discriminate against U.S.

- aerospace firms. (Senior Interagency Group on Internation-
al . Communication and. Information' Policy, “A- White
Paper on New International Satellite Systems,” March
1985, p. 42.)

In its Separate Satellite Decision, the Commission stated:

We will, however, require, as a condition in the authoriza-
tion orders, separate satellite system operators to file any.
operating agreements they enter into with foreign entities
with the Commission and will reconsider the authoriza-
tions of satellite system operators who enter an operating
agreement with satellite procurement restrictions.

Section 101 codifies the policies with respect to satellite procure-
ment in the Administration’s White Paper and in the FCC’s Sepa-
rate Satellite Decision. It is not intended to reopen the debate con-
cerning alternative satellite systems or to impede the development
of a more competitive international satellite market. The Commit-
tee supports the efforts of the Administration and the FCC to
foster the development of competition in the international telecom-
munications market. The Committee intends to supplement exist-
ing pro-competitive policies by ensuring that any new satellite sys-
tems and the existing provid‘;r of international satellite facilities'
will establish and maintain procurement practices that treat U.S.
suppliers fairly.

Section 101(a) establishes a requirement that any construction
permit, license, or operating authority awarded by the Commission
to any provider of international satellite facilities (other than
transborder facilities) for any such facilities shall be subject to con-
ditions that (1) the provider must file with the Commission any op-
erating agreements entered into by such provider with any foreign
entity and (2) the Commission may reconsider any award of such
permit or authority if such an operating agreement contains satel-
lite progurement restrictions.

The Committee intends that the term ‘“operating agreement” be:
construed to include cases in which restrictions are imposed
through foreign law, regulations, or orders which are not incorpo-.
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rated into any document labeled “operating agreement” but which
form part of the legal framework governing the operating agree-
ment or incorporated therein by reference. These foreign laws, reg-
ulations, or orders must be filed. Amendments to operating agree-
ments must also be filed.

Subsection 101(b) provides that the Commission *‘shall reconsid-
er’ any permit or authority awarded where it finds that a foreign
government has imposed satellite procurement restrictions. The
Committee believes that the imposition of satellite procurement re-
strictions by foreign governments is an unfair trade practice and is
contrary to the U.S. public interest. When the Commission finds
that a foreign government has imposed restrictions of this type, the
Commission must reconsider, and, after reconsideration, may
revoke or suspend, any permit, license or authoirity previously
awarded until these restrictions are withdrawn, or may take such
other action as is appropriate.

Subsection 101(c) specifies four factors that the Commission shall
take into account when reconsidering an authorization involving
an operating agreement containing procurement restrictions. These
factors require examination of the impacts of the restrictive operat-
ing agreement and of the satellite facility on (1) foreign policy, (2)
national defense and security, (3) exports from the United States of
telecommunications services and equipment, and (4) the ability of
United States companies to participate in worldwide commerce
through use of international satellite telecommunications facilities.

In light of the legislation’s central policy mandate requiring that
US. suppliers be granted equivalent telecommunications, market
access, continued approval of a permit, license, or authority involv-
ing an operating agreement containing procurement restrictions
that deny substantially equivalent market access to U.S. suppliers
could be justified only by an examination of the particular circum-
stances involved which showed that in this particular case the ben-
efits of continued approval outweigh the costs of unfair procure-
ment restrictions.

Subsection 101(d) states that the reconsideration required pursu-
ant to subsection (c) shall be conducted in accordance with Commis-
sion rules and policy. Subsection 101(e) requires the Commission to
consult with the Secretaries of State, Commerce and Defense in
‘making the determination required under Subsection 101(c). Sub-
_section 101(f) states that any agreements filed with the Commission
that are confidential shall be treated as commercial information
th:it is obtained from a person and that is privileged and confiden-
tial.

Section 102—Telecommunications equipment certification

Subsection (a) provides that the purpose of Section 102 is to pro-
mote equivalent telecommunications market access by providing
for a fair and effective method of certification regarding compli-
‘ance of telecommunications equipment with such standards as the
Commission has established or may establish under the Communi-
cations Act of 1934 that takes into account compliance methods in
use where such equipment is manufactured. This section shall not
be construed to require or encourage the FCC to establish perform-
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ance or reliability standards for network equipment such as switch-
es. A

Subsection (b) provides that in the case of telecommunications
equipment the manufacture or assembly of which occurs on or
after March 1, 1987 in a foreign country, any certification of com-
pliance with the standards and procedures established by the Com-
mission for such equipment shall not be complete unless it is ac-
companied by a declaration that such foreign country has certifica-
tion procedures substantially similar to those in force in the
United States. The provisions of this section would apply only to
equipment manufactured or assembled after March 1, 1987, there-
by. allowing a period of time within which the investigations by the
Secretary of Commerce and actions by the President required
under Title II could take place.

The mandated declaration must state that the country from
which the equipment originates accepts American equipment en-
tering that country with a certification that the U.S. equipment
conforms to the standards of that country. The declaration must
provide assurance that no further testing, inspection or reporting is
required beyond that required by the United States for comparable
equipment. In addition, the declaration must state that foreign cer-
tification procedures do not impose a greater burden than those es-
g?)giished by the Commission under the Communications Act of

If such a declaration is not provided, the Commission must verify
that the equipment complies with standards and procedures estab-
lished by the Commission. In this case, the Commission shall devel-
op a designated type approval system in consultation with the Sec-
retary of Commerce.

Any designated type approval system developed by the Commis-
sion should be approximately comparable to the system used by the
country in which the manufacturing or assembly occurs, for deter-
mining whether American-made equipment conforms to that coun-
‘try’s standards. The costs incurred in implementing such a system
shall be recovered by fees established by the Commission.

Should the Commission, in consultation with the Secretary, de-
termine that there is probable cause to believe that the required
declaration made by a manufacturer of telecommunications equip-
ment is inaccurate, or that circumstances have changed in such a
way as to make the declaration inaccurate, the Commission may
require that the equipment be verified under the designated type
approval system discussed above.

It is not the Committee’s intention to place decision-making au-
thority with respect to trade policy at the FCC. The trade policy
decision is embodied in this section of H.R. 3131. This trade policy
is that foreign countries that persist in denying U.S. suppliers
access to their telecommunications markets through burdensome
certification procedures shall face comparably burdensome proce-
dures in certifying that their telecommunications equipment meet
the standards established by the FCC. The FCC, in consultation
with the Secretary of Commerce, merely implement this trade
policy. This section does not authorize them to make further trade
policy.
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The FCC is required to consult with the Secretary of Commerce
regarding any certification program established under this section.
Moreover, should the Secretary find, within 60 days after Commis-
sion action under the verification process provided in this section,
that the benefits of access to the telecommunications market of
such country by U.S. suppliers outweigh the burdens on American
suppliers to comply with the requirements of that country, the ver-
ification by the Commission shall not be required. Such a finding
by the Secretary assures that there will be no imposition of sanc-
tions without the benefit of careful consideration. If the Secretary
does not renew this finding within two years with respect to any
Commission determination regarding verification requirements for
any foreign supplier, the verification requirement shall automati-

. cally become effective without the need for any further FCC action.
However, should the Commission remove the verification require-
ment, the Secretary is no longer required to review such finding.

Subsection (c) exempts telecommunications equipment from the
verification process where the Commission determines, in consulta-
tion with the Secretary, that the potential market in such country
for American suppliers of telecommunications equipment is not,
and will not be, substantial. In making this determination, the
Commission may take into account the conclusions reached by the
Secretary under section 201 regarding the substantial nature of
telecommunications markets in foreign countries.

Subsection (d) provides that the fees established under this sec-
tion, shall be fixed by the Commission prior to the beginning of the
calendar year. The fees collected shall be available, to the extent
provided in advance by an appropriation Act, for use by the Com-
mission in administering a designated type approval system estab-
lished under this section.

Subsection (e) specifically defines the term “designated type ap-
proval system.” For purposes of this section, designated type ap-
proval system means a method of verifying compliance with stand-
ards for telecommunications equipment evaluated by or on behalf
of tl}xle dCommission by testing, inspection, test data review, or other
methods.

TITLE II—ACTIONS REQUIRING PRESIDENTIAL DETERMINATION
Section 201—Finding by the Secretary '

Paragraph (a)(1) requires that by August 1, 1986, the Secretary of
Commerce shall commence an investigation to identify those for-
eign countries denying substantially equivalent access to United
States telecommunications suppliers. This timeframe allows an op-
portunity for the President to engage in negotiations to open for-
eign markets. Any foreign country in which the potential market
for particular equipment or services is not substantial for U.S. sup-
pliers may be excluded from this mandatory investigation.

Paragraph (a)(2) requires that notice of the investigation must be
published and an opportunity for presentation of views including a
public hearing must be provided within 30 days after the publica-
tion of the notice of the investigation. The Secretary shall also con-
sult with appropriate Federal agencies and committees of Congress.
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Paragraph (a)(3) directs the Secretary to evaluate the extent to
which United States manufacturers of international telecommuni-
cations satellite equipment are precluded from supplying such
equipment by reason of procurement restrictions imposed by a for-
eign government on providers of international satellite facilities.
The results of this evaluation are to be transmitted to the Commis-
sion which, among other things, may consider them in reevaluating
permits, licenses or other authorities issued to provider of interna-
tional satellite facilities.

The Secretary has been directed to give special attention to inter-
national telecommunications satellite equipment because of the
recent policy actions on alternative satellite systems. The Commit-
tee does not intend in any way to reopen debate concerning this
policy or to disturb the current trend toward a more open and com-
petitive international communications market. However, foreign
governments with strong industrial development policies may at-
tempt to condition the entry rights of new satellite providers on
the procurement, without regard to market factors, of foreign-
origin equipment or related services. The Committee believes that
any such limitation would be an unfair trade practice and could
substantially limit the benefit to consumers of the alternative sat-
:}tljte policy which is premised on maximizing free and open compe-
ition.

The special emphasis the Committee has placed on international
telecommunications satellite equipment in Subsection 201(a)(8) is
not intended to condone governmentally-mandated procurement re-
strictions that are inimical to U.S. interests in other international
communications facilities. The Committee believes that U.S. policy
should be directed to ensuring a substantially equivalent competi-
tive opportunity for all U.S. manufacturers of international tele-
communications equipment.

Subsection (b) provides an alternative procedure for triggering
Administration action to open up foreign markets by allowing any
interested person to petition the Secretary to determine that a for-
eign country is not providing substantially equivalent telecom-
munications market access. The Secretary must consider the peti-
tion and decide whether or not to investigate. If the Secretary de-
cides that the petition does not warrant an investigation, an expla-
nation of the reasons for the denial must be submitted to the peti-
tioner as well as Congress, and published in the Federal Register.

Subsection {(c) sets forth the procedures to be followed in an in-
vestigation that is triggered by the petition process.

- Subsection (d) requires the Secretary within 60 days of publish-
ing notice of the decision to investigate a market, to publish a pre-
liminary finding as to whether a foreign market is providing sub-
stantially equivalent market access, as well as preliminary recom-
mendations for any enforcement actions to be taken. The Secretary
is encouraged to be as specific as possible in identifying the nature
and extent of any barriers and may note those sectors of a particu-
lar market in which there is no evidence of a denial of substantial-
ly equivalent access. Any interested parties will then be given 60
days to comment on the preliminary finding.

ubsection (e) requires the Secretary to consider all the com-
ments received and make a final decision regarding the investiga-
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tion within 120 days after publishing the decision to investigate. A
recommendation as to any action to be taken must be submitted to
the President and published in the Federal Register. )

In making a determination concerning equivalent telecommuni-
cations market access, the Secretary is directed to be as specific as
possible in identifying both the nature of such barriers and the sec-
tors of foreign markets for telecommunications equipment or serv-
ices where such barriers exist.

Subsection (f) provides certain key factors that the Secretary
must consider when investigating access to a foreign telecommuni-
cations market. The Secretary must consider: (1) the marketing ef-
forts and the competitiveness of the prices of U.S. suppliers in the
particular foreign market; (2) the success of U.S. suppliers in gain-
ing access in the foreign country, compared to the success of U.S.
telecommunications suppliers in other foreign countries and in the
U.S.; and, (3) the impact on employment in the U.S. telecommuni-
cations industry, including employment in the U.S. related to the
design, marketing, installation, and servicing of telecommunica-
tions equipment.

Subsection (g) states that the denial by a foreign country of
equivalent telecommunications market access shall be considered
as unjustifiable, unreasonable, or discriminatory and a burden or
restriction on United States commerce.

Section 209—Presidential determination

Subsection (a) provides that if the Secretary determines that a
foreign country is denying market access to U.S. suppliers that is
substantially equivalent to the access afforded the foreign suppliers
in the U.S., the President must determine the proper action to
achieve equivalent access. Within 60 days of the Secretary’s find-
ing, the President must direct the FCC to implement the appropri-
ate action. The President must take some telecommunications
market access enforcement action under this section, unless he
takes other market opening actions under section 204.

In determining the appropriate market access enforcement
action to be implemented, the President may be selective with re-
spect to product and foreign supplier. The Committee believes that
substantial progress in opening foreign markets to exports of U.S.
telecommunications equipment. depends on the certainty that
strong action will be taken unless U.S. suppliers are accorded
access which is substantially equivalent to that provided to foreign
suppliers-in U.S. markets. The Committee emphasizes that this sec-
tion requires the President to take action if access is not achieved
and notes that this section allows actions to be developed that will
reduce adverse impacts in the U.S.

“Subsection (b) states that the President should initiate negotia-
tions with our foreign trading partners, using already existing stat-
utory authority, to obtain equivalent telecommunications market
access exists for U.S. suppliers. It is not a new authority. This sub-
section emphasizes the Committee’s view that facilitating negotia-
tions is the preferred way of resolving our telecommunications
trade problems. ~

Nothing in subsection (b) affects, in any way, the requirements
contained in the bill that the President take telecommunications
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market access enforcement actions or other market opening meas-
ures according to the time frames provided in the bill. In addition,
this subsection imposes no preconditions for the implementation of
any provision of the bill in the time frame set forth in the bill.

Section 203—Federal Communications Commission implementation

Section 203 requires the FCC to implement the action directed by
the President within 30 days after the President’s determination.
This section refers only to telecommunications market access en-
forcement actions. It does not authorize the President to direct the.
FCC to take action with respect to the provision of telecommunica-
tions equipment by domestic U.S. suppliers, or to the provision of’
telecommunications services. Before implementing these measures,.
the FCC must provide public notice and an opportunity for public,
hearing during the 30-day period. 4

Section 204—Circumstances under which action not required

The President would not be required to implement action.
through the FCC if he instead took action under section 301 of the,
Trade Act of 1974. Under the Trade Act, the President could: (1)
suspend or withdraw from a trade agreement with that country; (2),
impose duties or other import restrictions on telecommunications.
equipment or services from that country; (3) restrict the terms of
access authorizations from telecommunications suppliers from that
country; or, (4) deny authorization to foreign suppliers of that coun-:
try.
This section provides the President with the option of implement-
ing enforcement actions through the FCC or relying on existing
trade remedies, or both. As under current law, the President may
use discretion in deciding what enforcement actions to implement.
He must, however, take some action in response to a finding that a
foreign ‘country is not providing substantially equivalent telecom-
munications market access.

Section 205—Action under this act not exclusive

Section 205 makes clear that the President’s actions are not lim-
ited to the authority granted by Sections 202(a) and 203. Instead,
the President may in addition take steps under any other law to
achieve equivalent telecommunications market access.

Section 206—Report

Section 206 requires that the President inform the Congress and
publish in the Federal Register any action to be taken along with
the objectives to be achieved. If the President’s action is different
from that recommended by the Secretary of Commerce, the Presi-
dent must include in the report an explanation for the difference.

Section 207—Monitoring the effect of actions

Subsection (a) requires the Secretary to review annually an
action taken under Title II in order to determine whether the
action is achieving equivalent telecommunications market access
and to analyze the action’s effect on interstate and foreign com-
merce. The Secretary must report these findings to the President
and Congress.
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If the President finds that the action is achieving equivalent tele-
communications market access, the President can suspend or
modify the action. The authority granted in this section to suspend
enforcement actions taken under Title II does not authorize the
President to suspend or modify any of the trade-related sanctions
which the FCC may impose under sections 101 and 102 of Title I.

Subsection (b) provides that if the President suspends or modifies

a market access enforcement action, or takes further action, he
must notify Congress, provide an explanation of the suspension,
modification, or further action, and publish notice in the Federal
Register. )
‘“Subsection (c¢) requires that in addition to the annual review of
the effectiveness of enforcement actions, the Secretary must annu-
ally review the markets of those countries that were excluded from
the initial investigation on the basis that the potential market in
those countries would not be substantial. If after review, the Secre-
tary finds that a country has a substantial market for U.S. equip-
ment and services, the Secretary must conduct an investigation of
that country.

Section 208—Authority to take telecommunications market access
enforcement actions

" Subsection (a) gives the FCC authority to implement any tele-
communications market access enforcement action related to the
provision of telecommunications equipment by foreign suppliers in
the United States which the President determines to be necessary
or appropriate under this Act. This subsection does not authorize
the FCC to take any action with respect to domestic U.S. suppliers
of telecommunications equipment or with respect to suppliers of
telecommunicutions services.

Subsection (b) requires the Commission, within 9 months after
the date of enactment of Title II of this Act, to issue regulations
setting forth the procedures to be used in implementing telecom-
munications market access enforcement actions. To the extent
practicable, these procedures shall be consistent with the proce-
dures generally applicable under the Communications Act of 1934.

Subsection (c) permits the Commission to identify specific types
of enforcement actions which may be available to the President.
However, the President’s discretion will not be limited to the op-
tions set forth by the FCC.

Section. 209—Effective date

Title II of this Act takes effect on July 1, 1986, except that sec-
tion 202(b), which states that the President should enter into nego-
tiations regarding telecommunications market access, and section
208(b), which requires the FCC to issue regulations concerning tele-
communications market access enforcement actions, shall take
effect upon the date of enactment of this Act.
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o 7 SECTION-BY-SECTION ANALYSIS
Section 1—S8hort title

This section provides that this Act may be cited as the '"Trade
Law Modernization Act”.

Section 3—Table of contents
This section contains the table of contents of the bill.
Section §—Statement of purpose
This section sets forth the purpose of the bill.
Section 4—Definitions
This section containg the definitions of terms used in the bill.

TITLE I: NATIONAL TRADE POLICY AND NEGOTIATING OBJECTIVES

Section 101—Declaration of national trade policy objectives

This section sets forth national trade policy objectives for the
United States. A strong performance in international trade is
stated to be necessary to support the nation’s defense and its over-
seas strategic commitments, to contribute to increased productivity
which will enhance the nation’s standard of living, to promote do-
mestic employment, to raise the standard of living in developing
countries, to support’growth of the world economy, and to strength-
en ties between the United States and its major trading partners.

To achieve these objectives, the Congress finds that U.S. trade’
policy should open world markets on the basis of reciprocity; en-
force U.S. unfair trade practice laws to prevent harm to U.S. firms
and workers; provide a consistent policy of support to American ex-
ports, including minimization of the degree of export restrictions-
and maximization of export financial support to offset the support
-provided by foreign governments to their exporters; seek to negoti-
ate international rules over export financing and loans to indus-
tries in-global overcapacity; . promote policies enhancing United
States’ international competitiveness; prevent foreign government
actions which cause injury to other countries by artificially expand-
ing exports; and assist domestic firms and workers in industries
facing serious trade problems.

This section also provides that within one year after the date of
enactment of this Act, the Secretary of Commerce shall submit to
the Congress a report on bilateral trade issues between the United
States and Mexico which shall identify and analyze the tariff and
non-tariff barriers that inhibit trade between the United States
and Mexico and recommend actions that the United States and
Mexico may take to eliminate such barriers.

Section 102—Procedure for establishing trade agenda

This section establishes a procedure for an annual congressional
review of the Administering Authority’s proposal to accomplish the
goals provided for in Section 101 of this Act. The Administering
Authority will consult with the appropriate industry sector adviso--
ry commitfees prior to making its proposal. The appropriate com-
mittees of Congress will hold annual hearings for interested mem-
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bers of the public to present their views on the objectives, goals
and priorities of U.S. trade policy. The committees will consult

with the Administering Authority concerning the information pre-
sented. After the hearings, the committees shall by formal vote
accept, reject or modify the Admmmtermg Authonf,ys proposal
and submit formal advice on this matter in writing to the Adminis-
tering Authority.

This section also requires the Secretary of Commerce to report to
Congress within 30 days of enactment on the status of market ori-
ented sector specific negotiations with Japan. It also requires simi-
lar reports within 30 days of the conclusion of any such negotia-
tions. If the Secretary is unable to report substantial and satisfac-
tory progress in any such negotiations, the Administering Author-
ity is required to take appropriate action under Title I of the
Trade Act of 1974.

Section 105—Negotiating objectives

This section establishes negotiating objectives for the United
States. Such objectives include obtaining greater access abroad for
U.8. exports; reducing and eliminating unfair trade practices; im-
provmg the effectiveness of international trade rules; limiting the.
injurious economic effects of foreign government actions to artifi-
cially expand exports; enhancing the export competitiveness of spe-
cific enterprises; expanding the General Agreament on Tariffs and
Trade (GATT) Government Procurement Code to cover opportuni-
ties for competitive U.S. products in sectors now excluded by for-
eign governments; providing common standards and procedures for.
safeguard actions; utilizing the GATT system to curb the export
credit race; renegotiating the Subsidies Code concerning developing
country accession to the Code; regulating the expanding use of
counter-trade requirements'in international trade; and promoting
international cooperation in trade and monetary policies in order
to facilitate balanced growth in world trade, promote exchange rate
stability, and seek a solution to the debt repayment problems of de-
veloping countries.

Section 1 04—Transfer of autﬁority under certain trade laws

This section amends Section 406 of the Trade Act of 1974, Title V
of the Trade Act of 1974 and Section 337 of the Tariff Act of 1930
to give the Administering Authority increased power to act inde-
pendently of the President. Section 4 defines the term “Administer-
ing Authority’’ to mean the U.S. Trade Representative (USTR) or
any officer of the United States to whom the responsibility for car-
rying out the duties of the Administering Authority under this Act
are transferred by law.

Section 406 of the 1974 Trade Act deals with actions the Presi-
dent can take to offset market dusruptwn caused by imports from
Communist countries. This provision transfers the authofity from
the President to the Administering Authority,

Title V of the Trade Act of 1974 deals with the administration of
the Generalized Schedule of Preferences (GSP) program by the
President: This -section -transfers- authority for ru.nmng “thé GSP
program to the Administering Authority.
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the institutional resources to analyze broader issues such as trade.
Because that agency’s institutional focus is on antitrust matters, it
does not take these larger considerations into account. Reforms in
our domestic telecommunications policy are needed to resolve our
trade difficulties.

_The FCC is the regulatory agency with an institutional perspec-
tive capable of dealing with broader issues such as the relationship
between telecommunications policy and trade. In its Computer III
inquiry (reviewing the FCC’s earlier Computer II decision, which
bars the Bell companies from offering any data processing or other
enhanced information services through the local telephone net-
work) the FCC observed that some of its previous actions have had
unanticipated consequences and require reconsideration. The Com-
mission stated in its notice of proposed rulemaking:

There appear to be potentially valuable services that could
be deployed with relative ease and fairly minimal addition-
al investment. Alternatives now available are less effi-
cient, more costly, or more difficult to employ.

The FCC has consistently taken the view that the AT&T consent
decree should not restrict the activities of the Bell companies. In
letters FCC Chairman Mark Fowler sent to House Republican
Whip Trent Lott, Commerce Committee Chairman John Dingell,
and gommerce Committee Member Tom Tauke, Chairman Fowler
stated:

Serious questions exist about whether these restrictions
serve the public interest. The Commission as a whole and
I, individually, consistently have held the view that the
MFJ should not restrict activities of the regional Bell com-
panies. The Commission first made this position known to
the divestiture court in amicus briefs commenting on the
then proposed settlement. We continue to believe that de-
cisions about Bell company participation in competitive
arenas should be made by the FCC under the Communcia-
tions Act public interest standard.

The importance of lifting the consent decree restrictions was re-
cently highlighted by respected telecommunciations analyst Jay
McCabe of the firm Donaldson, Lufkin & Jenrette in a report set
forth as an attachment to these views. Commenting on how the
eventual lifting of the restrictions will provide domestic and inter-
national trade benefits, McCabe concludes, “* * * to relax the
MFJ is not a move to recreate the Bell System in terms of a sole
supplier, it just gives seven of the largest telecommunications com-
panies in the world a chance to compete a little better * * *.”

Although lifting such restrictions would be a major step forward
(both internationally and domestically), concerns have been raised
that doing so now on this bill would add some measure of prece-
dural and substantive controversy. However, as our telecommuni-
cations trade deficit grows it may overshadow those concerns.
Other steps beyond the consideration of H.R. 3131, are being taken.

Lifting the restrictions on the Bell companies has been identified
as a positive step.for this country’s balance of trade and for other,
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more fundamental, public policy reasons by other proposed legisla-
tion. Three bills have been recently introduced on the subject:

(1) H.R. 3522, the Trade Partnershp Act, which includes a provi-
sion allowing the Bell companies to manufacture telecommunica-
tions equipment domestically, upon approval of the FCC and the
Department of Commerce, and which is sponsored by Messrs.
Michel, Lott, Broyhill, and 130 other Members.

(2) H.R. 3687, the Telephone Ratepayer Protection and Technolo-
gy Promotion Act of 1985, which is sponsored by Mr. Wyden and
which calls for State regulatory commissions to approve the entry
of the Bell companies into manufacturing and information services,
subject to certain ‘“rate-payer protection” allocation methodologies
being approved.

(3) H.R. 3800, the Telecommunications Equipment and Informa-
tion Services Act of 1985, which allows the Bell companies to pro-
vide information services and manufacture equipment and which is
introduced by Messrs. Tauke, Swift, Slattery, Nielson, Lott, Matsui.

A study of the impacts of the Consent Decree, to be conducted
this year by the Department of Justice, could result in positive and
worthwhile changes to the Decree. It is starting with the correct
perspective, since a Justice Department official announced that the
Department “will not fall into the trap of enforcing fixed rules and
regulations beyond their useful life” and that “in telecommunica-
tions, as well as other industries, markets generally function best
when free of regulatory constraints”. He also acknowledged that
the Department of Justice is ‘“very much aware of the rapid
changes that are occurring in the telecommunications industry.”
The concern, however, is that the current regulatory mechanism
will be unable to keep up with those rapid changes.

We are also pleased that the Telecommunications Subcommittee
will be holding hearings on this subject early next year, and hope
that prompt action can be taken thereafter. The Subcommittee has
long been a guardian of maintaining universal telephone service at
affordale rates. Both H.R. 3687 .and H.R. 3800 recognize that new
business ventures of a local Bell company should contribute their
share of the company’s joint and common costs. We must address

.this aspect of-any changes in the Consent Decree when the Sub-
committee considers these issues.

Complicated problems call for innovative solutions. H.R. 3131
serves an important purpose and is a necessary first step toward
ameliorating this country’s telecommunications trade imbalance
which we strongly support. However, other forward-looking steps
aimed at unleashing all the competitive potential in this country
must be taken. Telecommunications is a “sunrise” industry. U.S.
technological superiority in this field must be maintained.

By taking the next logical step beyond H.R. 3131 and lifting do-
mestic restrictions that hamper international competitiveness, U.S.
superiority in this field will be maintained and the telecommunica-
tions trade balance will be positively affected.

AL SwiFT.
ToM TAUKE.



SUPPLEMENTAL VIEWS TO H.R. 3131 BY REPRESENTATIVE
MATTHEW J. RINALDO

As the Ranking Republican Member of the Subcommittee on
Te_lecommunications, Consumer Protection and Finance, and as a
principal sponsor of the Telecommunications Trade Act of 1985, I
want to join my colleagues in urging swift passage of this bill.

Over the past year, two subcommittees of the Energy and Com-
merce Committee have held hearings on the issue of U.S. telecom-
munications trade. This hearing record has raised concerns among
members on both sides of the aisle who are concerned not only
about American industry and American jobs, but about basic fair-
ness in trading with our foreign partners. This issue of fairness is
highlighted again and again in testimony received by the Commit-
tee, especially in connection with our trade relations with Japan.

In 1984, American manufacturers sold $110 million worth of tele-
communications equipment in Japan compared with Japanese ex-
ports to the United States of $1.5 billion. This deficit is four times
higher than that which existed in 1980, when the U.S. trade deficit
with that country was $340 million. Much of that imbalance is due
to Japanese policies which make it exceedingly difficult for Ameri-
can companies to do business in that country, while Japan allows
Japanese companies to amortize the fixed costs of production as
well as research and development in sales in their domestic
market. This not only results in an indirect subsidy of their ex-
ports, but also means that developing nations closed out of the sig-
nificant Japanese market direct a larger proportion of their ener-
gies to the United States, where few barriers to trade exist.

It should be noted that the Administration recently responded to
these allegations of unfairness on the part of Japan. On December
6, Secretary Malcolm Baldrige announced that the Department of
Commerce would initiate an investigation into whether Japan's
semiconductor industry has been dumping 256K dynamic random
access memory components (DRAMS) in the U.S. The price of these
semiconductors has fallen from $18-20 per unit in 1984, to an aver-
age of $3.50 in 1985 and to $2 recently. The Department noted that
5,000 workers in the U.S. have lost their jobs and the industry’
fac%s a potential loss of over $300 million over the lifetime of the

roduct.

P While the Administration’s action should be commended, it does
not remedy the more fundamental inequities in telecommunica-
tions trade that are addressed by H.R. 3131. I agree with those who
believe that negotiations, not legislation, are the appropriate mech-
anism for rectifying trading difficulties, and this legislation pro-
vides for an 18-month period during which the Administration can
enter into negotiations with foreign nations. This period would be
used, not to close American markets to foreign companies, but to
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open foreign markets to American companies. That is the essence
of fair trade.

This principle underlies an amendment which I offered and
which was adopted by the committee. The Rinaldo amendment re-
quires the FCC to establish special certification requirements for
telecommunications equipment imported from countries that have
more burdensome certification requirements than the U.S. has for
the same kind of equipment imported from the foreign country.
This policy will allow foreign products to compete in this country
just as American products must compete abroad.

As late as 1982, the United States had a $275 million trade sur-
plus in telecommunications equipment. Yet just one year later—
after the divestiture of AT&T—the U.S. imported $520 million
more in equipment from abroad than it exported; by 1984, this defi-
cit had surpassed $600 million.

The United States has only begun a new era of telecommunica-
tions in the wake of the AT&T divestiture, and we should not
burden our industry by forcing it to compete unfairly with foreign
manufacturers. The record shows that American companies can
and want to compete. Last year, U.S. manufacturers spent $3.8 bil-
lion on research and development efforts.

H.R. 3131, with the Rinaldo amendment, provides an effective,
reasonable approach to ensuring that trade in telecommunications
will be fair and even-handed. It deserves the support of every
member of Congress.

MATTHEW J. RINALDO.

O



