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PROPOSED FOREIGN TRADE REORGANIZATION

WEDANESDAY, AUGUST 1, 1979

Housk ((F REPRESENTATIVES,
LEGISLATION AND NATIONAL SECURITY SUBCOMMITTEE
oF THE CoMMITTEE ON GOVERNMENT OPERATIONS,
Washington, D.C.

The subcomniittee met, pursuant to notice, at 9:42 a.m., in room 2154,
Rayburn House Oftice Building, Hon. Jack Brooks (chairman of the
subcommittee) presiding.

Present : Representatives Jack Brooks, Don Fuqua, Elliott H. Levi-

tax, Frank Horton. John N. Erlenborn, and Arlan Stangeland.

Alzo present: Fugene F. Peters, staff director: William M. Jones,
geveral counsel: Elmer W, Ienderson, senior counsel: Cynthia
Meadow, professional statf member: E, Jean Grace, clerk; John M.
Duncan. minority staff director: and James L. George. minority pro-
fessional statl, Conmittee on Government Operations,

OPENING STATEMENT OF CHAIRMAN BROOKS

Mr. Brooxs, The subcommittee will come toorder.

Several bills have been introduced recently providing for new enti-
ties in the excecutive branch to concentrate on international trade mat-
ters. In addition. legislation signed into law last week by President
(Carter, unplvnwnnng the multinational trade agreements, included a
mandate to the administration to submit to the Congress a reorganiza-
tion of the foreign trade agencies.

In view of the increasing concern, exemplified by this legislation,
that comething be done to improve the Federal Government’s activities
in foreign trade and our jurisdiction over reorganization, we have
asked the administration to appear before us today to discuss their
plans to meet these needs.

[ would ask unanimous consent to insert in the record at this point

an opening statement beautifully prepared and carefully thought out
by Mr. ITorton on the foreign trade matter.

[Mr. Horton's opening statement follows :]
1)



OPEN STATEMENT FOR RELEASE Oii DELIVERY
%ONGR SSMAN FRANK HORTON WEDHESDAY, 1 AUGUST 1979
Gtn DisTricT, Hew YORK

(FoLLowing 15 tHE TeExT OF CoNGRESSMAN HORTCN'S OPENING STATEMENT
BEFORE THE LEGISLATION AND {lATIONAL SECURITY gUBCOMMlTTEE ON PRO-
POSED FOREIGN 7RADE REORGANIZATION.,)
¥R, CHAIRMAN, | WELCOME THIS SET OF HEARINGS ON FOREIGN

TRADE REORGANIZATION, TO COIN AN OLD T ARASE, | THINK 1HAT REOR-
GAN1ZING THIS GOVERNMENT'S VARIOUS AGENCIES CONCERNED WITH SOREIGN
TRADE INTO A MORE RATIONAL STRUCTURE 1S AN IDEA WHOSE TIME HAS
DEFINITELY COME, FOR ANYONE WHO THINKS iHAT U.S. GOVERNMENTAL
TRADE ACTIVITIES DO NOT NEED REOKGANIZING, | WOULD LIKE TO QUOTE
THE FOLLOWING FROM A RECENT LIBRARY OF CONGRESS STUDY:

"Six AGENCIES HAVE OFFICES PRIMARILY CONCERNED

WITH TRADE PUL_ICY; THREE AGENCIES HAVE PRIMARY

CONCERN FOR £XPORT PROMOTION EFFORTS; FOUR

AGENCIES HAVE PRIMARY RESPONSIBILITY FOR ADMIN-

ISTERING THE LAWS WHICH PERTAIN TO THE IMPACT

OF TRADE ON THE U,S. ECONOMY; FIVE AGENCIES

HAVE DIVISIONS OR OFFICES PERFORMING INTERNAT]ONAL

TRADE RESEARCH AND ANALYSIS; ONE AGENCY HAS MAJOR

RESPONSIBILITY FOR EXPORT CONTROLS; AND THREE

AGENCIES PERFORM SIGNIFICANT STATISTICAL WORK."

THE RESULT, OF COURSE, IS THAT NO ONE IS REALLY IN CHARGE.

OF COURSE, JUST BECAUSE THERE ARE A LOT OF DIFFERENT AGENCIES
DOFS NOT NECESSARILY MAKE REQRGAN]IZATION APPROPRIATE., THEREFORE,
IT IS NECESSARY TO LOOK AT THE MAGNITUDE OF FOREIGN TRADE AND ITS



PROBLEMS., FOREIGN TRADE 1S IMPORTANT TO OUR NATION'S ECONOMY,
DURING THE LAST TEN YEARS, U.S. EXPORTS HAVE MORE THAN QUALRUPLED.
16 143 BILLION DOLLARS IN 1978, We exPORT ABOUT 16 fERCENT OF
FVERYTHING WE GROW, MANUFACTURE, OR MINE., AND, PERHAPS MOST
[MPORTANT, SOME 4,3 MiLLION AMERICAN UOBS DerEND ON U.S. EXPORTS,
INTURNATIONAL TRADE IS CRITICAL TO THE ECONOMY OF OUR COUNTRY,

[T now ACCOUNTS FUR ABOUT 15 PERCENT OF OuR GROSS NATIONAL
ProuucT, N THE FUTURE, TRADE WILL BE EVEN MORE CRITICAL, AS WE
MUST TAKE ADVANTAGE OF THE MARKETS ABROAD WHICH ARE GROWING MORE

RAPIDLY THAN OUR OWN,

FINALLY, THERE IS ANOTHER REASON FOR REORGANIZING OUR
FOREIGN TRADE AGENCIES. LAST YEAR THE UNITED STATES RAN A RECORD
DEFICIT OF OVER 28 BILLION DOLLARS. [N THE MANUFACTURING GOODS
AREA, THE UNITED STATES DROPPED FROM A 20 BILLION DOLLAR SURPLUS
IN 1975 10 A DEFICIT OF ALMOST 6 BILLION DOLLARS LAST YEAR, ON
THE OTHER HAND, GERMANY AND JAPAN HAD SURPLUS OF 51 BILLION DOL-
LARS AND /2 BILLION DOLLARS RESPECTIVELY. [T SHOULD BE POINTED
OUT THAT BOTH GERMANY AND JAPAN HAVE MINISTRIES FOR TRADE. THE
'CONTINUING U,S. DEFICIT COULD MEAN H]GHER DOMESTIC UNEMPLOYMENT,
DOLLAR PROBLEMS, GROW'!NG INFLATION, AND A REDUCED GRGATH IN U.S,
STANDARDS OF LIVING, THIS MUST BE CORRECTED AND CAN BE CORRECTED.
THE UN1TED STATES HAS APPROXIMATELY 250,000 MANUFACTURING FIRMS,
BUT ONLY 25,000 Afe EXPORTERS. [T HAS BEEN ESTIMATED THAT THIS

FIGURE COULD DOUBLE IF THEY TRIED, OR, WERE ENCOURAGED.

FOR THESE THREE REASONS, | WELCOME THE HEARINGS. FIRST,
THE PRESENT ORGANIZATIONAL PROBLEMS WE NOW HAVE WITH AGENCIES ALL
OVZR TOWN, SECOND, THE MAGNITUDE OF OUR CURRENT FOREIGN TRADE, AND



FINALLY , OUR INCREASING NEED FOR FOREIGN TRADE,

THE QUESTION THEN IS NOT "WwHY” OR “WHEN", BUT "How”.
FORTUNATELY, WE HAVE MANY PROPOSALS NOW BEFORE CONGRESS. THE
RANGE OF PLANS VARIES FROM CREATING A NEW SEPARATE DEPARTMENT
OF INTERNATIONAL TRADE AND INVESTMENT AS PROPOSED BY SENATORS
RoTH AND RIBICOFF, 7O SIMPLY CREATING A CABINET-LEVEL COMMITTEE
TO COORDINATE PROGRAMS TO INCREASE EXPORTS AS PROPOSED BY
SENATOR MATHIAS,TO WHAT MAY BE CONSIDERED THE MIDDLE GROUND OF
STRENGTHENING THE OFfFICE OF SPECIAL TRADE REPRESENTATIVE AND
THE COoMMERCE DEPARTMENT AS PROPOSED BY THE PRESIDENT,

| APPROACH THESE HEARINGS WITH NO PREDISPOSITION TO ANY
OF THESE PROPOSALS, BUT ONLY TO THE PROrOSAL TO CHOOSE WHAT IS
BEST OF EACH, | URGE MY COLLEAGU™S ON THE COMMITTEE TO TAKE
THE SAME OPEN ATTITUDE.



5

Mr. Brooks. We have with us Mr. James McIntyre, Director of the
Oftice of Management and Budget. The executive branch’s reorganiza-
tion office is located in OMB. In addition to his budget-making re-
sponsibility, Mr. McIntyre is in charge of governmental reorganiza-
tion. Prior to taking on his responsibilities at OMB 2 years ago, Mr.
MecIntyre served in %vgu] capacities for the Univ vrslty of Georgia, the
(ieorgia Municipal Association, and for the State of (Georgia in several
positions in then-Governor Carter's cabinet.

Auompanvmg Mr. McIntyre is Mr. Richard Heimlich, who since
1975 has been Assistant Special Trade Representative in charge of
industrial trade policy. Prior to joining that office, Mr. Heimlich spent
13 vears in a variety of jobs in what is now the Industry and Trade
Administration of the Department of Commerce. He has a master’s
degree in public administration from Syracuse University.

Mr, \[(}ntvxe who else do you have with vou?

Mr. McINTyre. Mr. Eric Hirschhorn, who is in charge of our in-
ternal trade studies.

Mr. Brooks. He is a former associate of ours for whom we have the
highest respect,

Mr. McIntyre, please proceed.

STATEMENT OF JAMES T. McINTYRE, DIRECTOR, OFFICE OF MAN-
AGEMENT AND BUDGET; ACCOMPANIED BY RICHARD HEIMLICH,
ASSISTANT SYECIAL TRADE REPPRESENTATIVE, OFFICE OF THE
SPECIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS; AND
ERIC HIRSCEHORN, DIRECTOR, TRADE REORGANIZATION STUDY,
PRESIDENT'S REORGANIZATION PROJECT

Mr. McI~nTtyre. Thank you, Mr, Chairman.

I have a lengthy statement which I do not intend to read for the
subcommittee. I would ask that it be submitted for the record and that
I restrict my remarks to some highlights in the statement.

Mr. Brooxs. Without objection, your prepared statement in its en-
tirety will be made part of the hearing record.

[ Mr. McIntyre's prepared statement follows:]



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON. D.C  20%0)

FOR RELEASE ON DELIVERY
Expected at 9:30 a.r., E.D.T.
wednesday, Auqust 1, 1979

STATEMENT OF JAMES T. McINTYRE, JR.
DIRECTOR, OFFICE OF MANAGEMENT AND BUDGET
BEFORE THE
LEGISLATION AND NATIONAL SECURITY SUBCOMMITTEE,
GOVERNMENT OPERATIONS COMMITTEE
UNITED STATES HOUSE OF REPRESENTATIVES
AUGUST 1, 1979

Mr. Chairman and Members of the Subcomnittee:
I am pleased to appear Lkafore you this morning to
present the Administration's proposal for reorganization

of our foreign trade functions.

We undertook this reorganization with one primary goal:
to build up the Federal government's capacity to strengthen.
the export performance and import competitiveness of U.S.
industry. To this end, this reorganization proposal is designed
to prepare the Federal government for aggressive enforcement
of the MTN codes, which potentially open vast new markets for
U.S. labor, farmers and business. It also aims to improve
our export promotion activities so that U.S. exporters as
well as the Federal government can be better informed about

trade opportunities and challenges in foreign marl.ets.



We have labored long and hard over the guestion of what
crosanization will best promote these ends. Our consultations
w.th the Congress and our examination of the proposals advanced
by varisus Members -- including Congressmen Jones, Frenzel
and Gili:is Long, and Senators Ribicoff, Roth and Byrd -~
fhave been very helgful. We also have consulted widely with
representatives of the private sector. We gave special
attention to proposals for the establishment of a new,
separate trade departrent or agency -- but we concluded

that strengthening ex1sting institutions is preferable to

freatirj a new, separate trade bureaucracy.

In short, we believe that this reorganization will provide
the leadership and resources for strong MTN enforcement, a
more consistent trade policy, and more vigorous promotion of
U.S. exports, while avoiding the need for a new agency and
keeping disruption of ongoing programs to a minimum,

Recent events have focused more attention on the vitality
of our trade position and on the way our trade machinery is
organized. These events include our negative trade balance,
increasing dependence on foreign oil, and the rasulting
pressure on the dollar. The MTN debate has heightened interest
in, and dissatisfaction with, our current trade organization.
New challenges, such as MIN implementation and trade with

State econcmies, will further test our government organization.



We need to implement vigorously the multilateral trade
agreements. Whereas international trade negotiations in the
past have concentrated primarily on reducing tariff barriers,
the MTN has as its primary focus the breaking down of non-
tariff barriers, including the many dunestic subsidies and
specialized restrictions on trade that have made it difficult
for our exporters to penetrate Japanese and European markets.

The MT%N codes, especially the one opening up government
procurement to foreign bidders, have significant export pro-
motion possibilities. We will need to develop better methods
for bringing foreign government procurement opportunities to
the attention of American business. The new code on subsidies
and the amended antidumping code will nct only affect our own
countervailing duty and antidumping procedures but also involve
the U.S. in monitoring foreign subsidy practices and in inter-
national dispute settlement procedures. Enforcement here will
have to be strengthened. New complaint procedures will be
required. The code on product standards imposes obligations
on the U.S., but more importantly forces other signatories to
amend procedures that have discriminated sgainst American goods
and services. Similarly, the codes on customs valuation and
on import licenses will give the government an enforcement role.

We must be prepared to apply the codes domestically and
to monitor major implementation measures abroad, reporting back

to American business important developments and raising



Y

guestions internationally about foreign implementation. MTN
will work if we establish procedures for monitoring and
enforcing it.

PROBLEMS WITH CURRENT TRADE ORGANIZATION

The trade machinery we now have cannot do this job
effectively. Major trade functions are now located in eight
departments and agencies. Although the Special Trade Repre-
sentative (STR) takes the lead role in administering the
trade agreements program, many issues are handled elsewhere
and no agency has across-the-board leadership in trade. Aside
from STR and the Export-Import Bank, trade is not the primary
concern of any agency where trade functions are located.

Trade policies are coordinated by a network of special
purpose and ad hor committees with varying memberships, and
sore trade policies (e.g., dumping and countervailing duties)
are nct cocrdinated among agencies at all.

By strengthening the leadership for shaping trade policy,
we will give trede problems greater priority as the President
balances competing policy objectives. Trade will have higher
visibility, the administrative e2ffectiveness of our trade
programs will improve, and the services the Fedaral government
provides for exporters and potential exporters will be more
responsive and helpful. Once the MTN agreement is in place,
trade reorganization will help us live up to our commitment

for a stronger trade position in the post-MTN world.
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In summary, the current arrangements lack a central authority
capable of planning our trade strategy and assuring its imple-
mentation. We have come closest to this approach with the coord-
ination structure that back~-stopped our policies on the multilateral
trade negotiations. Under the leadership of Ambassador Robert
Strauss, we were able tc compose a coordinated set of
instructions to our negotiators that represented a broad
consensus of the national interest.

The MTN gave us a unique opportunity to consider our trade
policy as a whole instead of in pieces. By offering more effective
organization and focused leadership, this reorganization builds
on that app-oach and provides a strong institutional incentive
for successful implementation of the MTN agreenments.

THE REORGANIZATION PROPOSAL

Briefly stated, we propose to strengthen and centralize
trade policy coordination and trade negotiation functions in the
Office of the Special Representative for Trade Negotiations, which
will be renamed the Office of the United States Trade Representa-
tive. We would also give to the Commerce Department -- renamed
the Department of Trade and Commerce -- added responsibility for
export promotion, including commercial representation abroad,
antidumping and countervailing duty cases, and the non-agricultural
aspects of MTN monitoring. 1In &ddition, the coordinating role
of the Trade Policy Committee will be significantly expanded.
Finally, a position of Under Secretary for Trade will be established

in the Department of Trade and Commerce.
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let me point out several things that our proposal does
not do: First, it does not create a new bureaucracy. We are
not asking for any significant increase in personnel. The
number of people involved is small, and only a few aAundred
would be moved.

Second, we do not propose to transfer or significantly
affect programs that are working well in their current locations.
Thus, we recommend no shift in responsibility for foreign trade
in agricultural commodities from the Department of Agriculture,
which has handled this function successfully and is able to
coordinate it with domestic agricultural policy. Similarly,
the only change in the operation of the Export-Import Bank will
be to make the Secretary of Trade and Commer:e an ex officio,
non-voting member of the Board of Directors of the Bank.
Eximbank appears to be working well and its const:..i1ency is
very happy with the fine leadership of its Chairman, John Moore.

Third, we are not creating a mechanism t* could be a
focus fcr protectionism. This Administration ike all Adminis-
trations since that o” Franklin D. Roosevelt, has stood for
trade on a broad basis, with as few restrictions as possible.
The MTN agieements bear witress to this policy. At the same
time, there must pe relief for injured localities, firms, and
workers. The MTN bill revises and streamlines import remedies.
Our proposal will assure that these measures are effectively
carried out and appropriately coordinated with each other

and with other aspects of trade policy.
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The reorganization we are proposing today can only partly
aldress America's foreign trade problems. Our organizational
structure is not the primary cause of these problems, and
restructuring our trade organization will not alone improve
the competitive position of United States industry. To a large
extent, import problems reflect the inability of domestic industry
tc meet foreign competition due to such competitive disadvantages
as low productivity growth, inefficient and outmoded facilities,
changing market demands, high production ~o>sts, legal disincentives
associated with other domestic or international policies, and
export policies less vigorous than those of some other countries.

Nevertheless, the contribution of this proposal will b. sig-
nificant, It will provide us with unified policy direction;
focus attention on major problem areas; enable us to negotiate
with foreign governments from a position of strength; and provide
a strong institutional base for the new trade order created by
the MTN agreements.

We believe that our proposal addresses the major
concerns and objectives expressed to the Administration in the
course of extensive consultations with intercsted groups in the
private sector and with the Congress.

SPECIFICS OF THE PROPOSAL

Our proposal will effect changes in the areas of export
promotion; MIN monitoring, implementation, and enforcement;
import remedies; trade negotiation; trade policy coordination;

and sectoral analysis.



13

Export Promotion

(1) C-amercial attaches. Overseas assistance to U.S.

exporters is now provided by State Department Foreign Service
Officers serving as commercial attaches. These commercial
officers are a competent and dedicated group, but their export
promotion activities too often, in appearance and reality, play
second fiddle to economic reporting responsibilities. F{urther,
there are gquestions whether the skills, training and career
aspirations of diplomats are congsistent with the job require-
ments for the most effective commercial representation.

We propose to transfer to the Department of Trade and
Commerce the commercial reprasentation functions for our
major trading partners. This transfer would put both domestic
and overseas export promotion staffs under a single agency
charged with emphasizing expansion of U.S. exports. By having
those who assist our export expansion overseas in the same
organization with the domestic field offices that help industry
and business here, we will be better able to connect an export
opportunity in Tokyo with an American business in Texas.
Further, the new corps, modeled after the highly successful
Foreign Agricultural Service, wcwld be designed to attract
people with a strong interest in commercial representation.

(2) Export-Import Bank. Availability of acceptable

financing is often a prerequisite to export sales; other

countries frequently make government-assisted credit available

52-189 0 - 79 - 2
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at favorable terms as part of a sales package. In the U.S.,
the Expcrt-Import Bank functions as the principal trade
firarncing agency where normal commercial financing is not
availatle or for other reasons is not Accevtable, The
Export-lmport Bank does an excellent job. One area of criti-
cisT, however, has been that Eximbank sometimes assists with
financing where there is little foreign competition, or where
cther commercial financing is readily available.

Ir. order to help ensure that export financing policy is
consistent with export promotion policy (and trade policy
generally), we propose that the Secretary of 'frade and Commerce
be made a non-voting member of the Eximbank Board.

(3) Other Export Functions. In addition to the Foreign

Agricultural Service mentioned above, we do not propose to
transfer the fcllowing expcrt-related units: The Commodity
Credit Corporation, which operates to stabilize and protect
farm income and prices, to assist in maintaining balanced and
adequate supplies of agricultural commodities, and to facili-
tate orderly distribution of commodities, is concerned to a
large degree with domestic agriculture, and seems most appro-
priately housed with cther agricultural matters in USDA.

The Office of Trade Fiisnce (Treasury), which provides
general policy guidance to Export-Import Bank and recommends
U.S. positions for international negotiations on the terms
and extent of officia’ trade financing, will remain in Treasury

to help carry out its re¢ onsibilities in these areas.
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MTN Implementation, Monitoring and Enforcement

This is an important aspect of our proposal. What we
rave regotiated in the MTN will not be worth much if we do
not aggressively monitor and implement the agreements.

We intend to make the Departments of Agriculture, Trade
and Commerce, and Labor responsible for operational functions
that are best handled cutside the Executive Office by the
derartments that deal day-to-day with these sectors of the
economy. Functions that would remain with these departments
irclude educational and promotion programs, technical assist-
ance to the private sector, consultations with private sector
advisory committees, data base development and maintenance,
staffing of formal cafc., information dissemination, and
analytical support.

But the brcad policy management of formal cases must be
coordinated across the government and, where appropriate,
pursued through negotiations. We recommend placing this
function in STR (with the exception of antidumping and counter-
vailing cases and cases arising under section 337 of the

Tariff Act of 1930).

Import Functions

(1) Antidumping and countervailing duty cases. The

most criticized import function is the administration of
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countervailing duty and antidumping cases, in which foreign
producers are accused of receiving subsidies or selling at
less than "fair value" in U.S., markets. With the advent of
the MTN subsidy/countervailing and amended antidumping codes,
countervailing duties and dumping assessments will become even
more impo.tant tools for limiting trade-distorting practices
ané thereby providing relief to domestic producers.

The functions are now administered by Treasury's Office
of Tariff Affairs and supported by other Treasury personnel
(in Customs particularly). The administration of these
functions has been criticized for delays and lack of
coordination with other trade policy instruments.

It should be noted, however, that some critics disagree
nct with the existing method of administration but with the
resuits f1.e¢., the failure to order relief in individual
cases). I must stress that we do not intend or expect
this transfer to alter the results of individual cases.
¥e recommend placement of the functicns in a location that
will afford high priority to faster, efficient enforcement, but
we are not acting ovt of any belief that Treasury has a "free
trade" bias or Commerce a protectionist one.

we also will transfer Treasury's rcle in national security

import cases and embargo administration to Trade and Commerce.
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(2) Section 337 Unfair Import Practice Cases. Section
337 of the 1930 Tariff Act authorizes the International Trade

Commission (ITC) to apply sanctions for unfair import practices.
The ITC recently has expanded its activities (from the
traditional patent infringement cases) and has been entering
into some agreements that are inconsistent with U.S. trade
policy or duplicative of other enforcement functions. An
addit.onal problem with the present organizational arrange-
ment is that the Administration can review these cases only
after they are concluded.

The major objective of transferring this function (as
well as the ITC's tariff nomenclature function) would be to
engure consistency in application with other import relief
functions. Thus, in transferring this function to Trade
and Commerce, we are locating it in an agency that has other
instruments at its disposal. Such a transfer would in no
way interfere with the ITC's other major activities =--
import injury determinations in escape clazuse, ontidumping,
and nountervailing duty cases.,

(3) Other Import Functions. We are not proposing

transfers of any of the following import relief functions:

The functions for the Generalized System of Preferences,
escape claugse actions, market disruption cases, and unfair
trade complaints under section 301 of the Trade Act of 1974
are appropriately located in the negotiating agency and

thus will remain with STR.
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The agricultural import program has been administered well
by the Foreign Agricultural Service and should remain there.

Trade adjustment assistance responsibilities and adminis-
tration of the textile program both benefit from the industry
expertise of Commerce and should remain there; the same is true
for Labor's administration of trade adjustment assistance for
workers.

Trade Negotiations

Although the negotiation of the MTN agreements has been
concluded, there will be continuing negotiations when allegations
of viclations are made. In addition, there will be negotiations
on bilateral trade matters and on non-tariff barrierirs.

STR will generally have the lead role in trade negotiations,
including those implementing the MTN agreements, commodity
negotiations (now led by State), and East~West negotiations
{(also now led by State). STR will represent the United States
in GATT (Geueral Agreement on Tariffs and Trade) matters. To
ensure that all negotiations are handled consistently and that
our negotiating leverage is employed to the maximum possible
extent, a new Trade Negotiating Committee, directed by STR and
including State, Treasury, Agriculture, and Trade and Commerce,
will manage the negotiation of particular issues and will
coordinate the operational aspects of _.egotiations. The Trade
Policy Committee, though, will continue to coordinate trade

policy, including the policy aspects of trade negotiations.
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(1) Commodity negotiations. Over the last few years, the

scope and character of international trade negotiations and
meetings on primary commodities has changed considerably.
Broadly speaking, commodity policy has moved from the level of
periodic technical exchange of information to negotiation of
binding international agreements with economic provisions con-
cerning an increasing number of important commodities. The
International Sugar Agreement is an example. These agreements
will have substantial, direct price and supply effects on U.S.
consumers and producers.

The new negotiating phase in the commeodity area involves
a complex set of gensitive domestic and international objectives
similar to those involved in the MTN negotiations. Agencies
such as Trade and Commerce, Agriculture, State, and Treasury
each have a contribution to make in arriving at a decision,
but the role STR has played as honest broker in other trade
negotiations will allow dispa;ate agency views to be coo:dinated
in an effective and balanced manner in the commodities area.

We propose to bring commodity negotiations into the frame-
work applying to all other trade negotiations. Consolidation
of trade negotiations is a central purpose of the reorganiza-
tion. Locating the lead in these negotiations in the same
place as other trade negotiations would allow "cross-leveraging,”
that is, our objectives in disparate trade necotiazions will
be carefully coordinated. We may have leverage in one set of

negotiations as a result of developmerts in other negotiations.
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Negotiations in the United Nations Conference on ‘rade and
Development (UNCTAD) on the so-called Common Fund proposal are
‘n effect multicommodity negotiations. They are also at the
center of the North-South dialogue. As such they have a large
and sensitive political component. The State Department, as a
member of both the TPC and TNC, will be able to ensure that
these considerations receive full attention. 1In fact, partly
because of STR's small size in the EOP, State will probably
continue to conduct some of these negotiations, with STR over-
sight and TPC guidance.

(2) East-West trade. Communist countries are becoming

increasingly involved in the international trading system. The
Eastern European countries and Cuba participated in the MTN.
All but Bulgaria are members of the GATT. The volume of our
trade with Communist countries -- the Soviet Union and China
definitely included -- grew to $6 billion in 1978 and will
continue to grow.

Consolidation cf responsibility for trade negotiations
should encompass East-West trade. STR already is charged
with handling cases of market disruption by Communist
countries (Section 406 of the 1974 Trade Act) and with bilateral
textile restraint agreements with Communist as well as non~-
Communist countries under the Multi-Fiber Arrangement (MFA).
STR now will take on responsibility for other East-west trade
negotiations, such as bilateral agreements under Section 405

of the 1974 Trade Act. The Trade Policy Committee and the
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Trade Negotiating Committee will coordinate and manage East-West
trade policy and negotiations.

While the trade aspects of East-West relations are increas-
ingly important, the political side of relations with Communist
countries continues to be of special significance. Az a member
of both the TPC and the TNC, the State Departhent will be in a
position to see that foreign policy implications are given
thorough consideration. Similar to the situation with
commodity negotiations, and because STR will remain a small
unit within the Executive Office of the President, State will
likely do some of the East-West trade negotiating, with STR

oversight and TPC guidance.

Trade Policy Coordination

Much, but nor all trade policy is coordinated through the
Trade Policy Committee and two committees (the Trade Policy
Review Group and the Trade Policy Staff Committee) functioning
beneath it. All now are chaired by STR. While policy coordin-
ation has worked adequately on the whole, some important issues
are not addressed through the Trade Policy Committee mechanisn.
We will add coordination of the following areas to the juris-

diction of the Trade Policy Committee:

(1) Import remedies. The Trade Policy Committee will

coordinate generally the application of import remedies (since
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¢ idumping and countervailing duty cases are mostly adjudicatory
in character, the Trade Policy Committee review of such matters
would center about new precedents, negotiating assurances, and
coordination with other trade matters, rather than case-by-case
factfinding). The Trade Policy Committee also will analyze
long-term trends in import remedy cases and recommend any

necessary legislative changes.

(2) International commod.ty policy. Commodity policy,

now handled by State (with responsibilities on agricultural
commodities shared with Agriculture) has an interagency process
separate from the Trade Policy Committee. However, since STR
now will have lead responsibility for commodity negotiations,

commodity policy will be coordinated by the Trade Policy Committee.

(3) East-West trade. Since STR will have lead responsi-
bility for East-West trade negotiations, the Trade Policy
Committee should assume policy coordination for East-wWest trade
policy. Also, the East-West Foreign Trade Board, established
under the 1974 Trade Act, has been largely inactive. Accord-
ingly, we recommend abulishing the Board and transferring its
functions to the Trade Policy Committee.

(4) International investment policy. There is now no

overall coordinating mechanism for this area, though State,
Treasury, Commerce and Labor have roles regarding matters of

U.S. private investment overseas and foreign investment in the
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United States. We propose no transfers of functions or units,
but will bring the formulation of international investment
policy within the Trade Policy Committee's purview.

(5) Energy trade. Enerqgy trade matters now are handled
by the Department of Energy, which is the locus of the very
specialized expertise required in such matters. We do not plan
to transfer the lead role, but will coordinate energy trade
isgues in the Trade Policy Committee. The Department of
Energy will participate in TPC deliberations when energy
matters are under consideration.

Sectoral Analysis

Finally, in connection with this reorganization, the
sectoral analysis capability of the Department of Trade and
Commerce will be upgraded and enhanced. We are working
with the Commerce Department leadership to develop a plan to

acco slish this goal.

OTHER PROPOSALS CONSINERED

The Trade Agreements Act of 1979 specifies several other
trade reorganization proposals for Presidential consideration.
We have reviewed each thoroughly and decided that the proposal
just ocutlined is the most practical and effective approach to
the trade problems we face. 1In fact, it borrows features

fro:a several of these alternatives.
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The first proposal in the MTN bill suggests

strengthening the coordination and functional
responsibilities of the Office of the Spacial
Representative for Trade Negotiations to include,
among other things, representation of the U.ited
States in all matters before the General Agreement
on Tariffs and Trade.

We have, in part, adopted this jdea. STR will have a
clear lead role in coordinating both agricultural and non-
agricultural trade polcy. The jurisdiction of the Trade Policy
Committee, which STR heads, will be broadened considerably.
STR will take over GATT representation responsibilities.

We concluded, however, that operational functions should
not be placed in STR. Such a step would place too heavy a
burden upor STR in terms of line functions not suited to the
policymaking role of the Executive Office of the President.
Also, making STR a locus of such activities might weaken its
crucial role as a neutral "honest broker" among the various
agencies involved in trade matters, a role that depends as much
on perception as on reality. STR should be the focal point
for policy matters, but operations should be located elsevhere.

Another alternative is the creation of a "Board of Trade."
As we understand it, such a proposal would establish an
independent trade agency outside the Executive Office, headed
by the Cabinet-rank Special Trade Representative but not itself

a Cabinet department. This agency would include the major

import relief functions and the negotiation functions now located



in a variety of agencies in addition to STR. The Trade Policy
Commitiece would have a separate, Executive Office staff of §
to 10 people and would continue to be handled by the Special
Trade Representative. MTN monitoring and implementation also
would be located in the new agency, which would receive policy
guidance from a Board whose membership would approximate that
of the Trade Policy Committee.

In part, we have adopted this idea too. Under our proposal,
STR will have the lead role for all trade negotiations and will
continue to head the Trade Policy Committee. STR also will have
L1e policy lead on MTN enforcement. We believe that STR can
handle these functions without a significant increase in staff;
accordingly, we propose to retain it in the Executive Office.

STR will have the responsibility for policy decisions on
application of discretionsnry trade remedies, which will allow
for their use as an adjinct to negotiations. We would not,
however, move antidumping and countervailing duty matters to STR,
as these are basically adjudicatory in character and therzfore are
bast located in an agency other than the chief trade negotiator.

Finally, the MTN legislation proposes for consideration the
concept of a new trade department, separate rom and additional
to the existing Department of _ommerce. We re)- ted this idea
principally because we have concluded that a significant problem
in the trade policy area in the past has been its isolation from

domestic economic considerations. Placing trade in an entirely
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sep-cate department world, we believe, further isolate it. We
believe that the Administration propcsal addresses the problems
ably within the exis*ing governmental framework and without
creating a new ' ireaucracy. 1In brief, STR, with its view from
the Executive Office, will take the lead on t:de policy and
negotiations, and operational functions will be located in the
Department c¢f Trade anc Commerce and the Department cf J.griculcure.
We have two further problems with the idea of a new depart-
ment: First, moving export promotion and export control functions
out of the Commerce Department would seriously undermine its
important role with regard to domestic businesses (not all of
which are exporters). Second, the creation of a separate department
inevitably would lead to pressure for a new set of domestic field
offices, paralleling and duunlicating the Commerce field structure

that already exists.

RRARER AR R A RN RNAR RN AR D RNRRE

Mr. Chairman, I hope that you share my desire that the
Congress act expeditiously on these proposals. The next six
months are critical for determining our trade posture for the
next 5 years. Between now and the end of the year, our inter-
natioral trading partners will be testing our mettle. They
will seek to learn if the U.S. is prepared and has the will
to insist upon the new rights negotiated in the Tokyo Round,
Inevitably, some misunderstandings and differing interpretations

will arise. This 1s a natural follow-up to any complex
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negotiation process. The way we handle these initial challenges
will affect attitudes and expectations abroad for years to come.

In this same period, the GATT will be reshaped; its organi-
zation changed: its new leadership chosen; and new working
patterns established to implement the codes. Our early monitor-
ing of how ourxr major trading partners implement the MTN will
help set the precedent for success or failure, and we will
still face a series of substantial and significant follow-up
negotiations.

For these reasons, I hope and trust that the House and
the Senatewill act with dispatch on reorganization so we can
overhaul the government's trade organization to meet these
fundamental challenges and opportunities.

Thank you. My colleagues and I will be pleased to

respond to your guestions.
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Mr. McINTYRE. Mr. Chairman and members of the committee. we
are pleased to appear before you this morning to present the admin-
istration’s proposal for reorganization of our foreign trade functions.

- During our discussions with the Congress and with various inter-
est groups as we put together our thoughts on trade reorganization,
there were several points that came through loud and clear, Mr.
Chairman.

First of all. we were told that the Government needs to better coordi-
nate its trade policy and to have in the Government a principal focus
for developing trade policy and for trade negotiations,

The second point that came through loud and clear was that it was
absolutely essential that the Government gear up to implement and
enforce the MTN agreement once it was approved by the Congress.

Third, it was clear that there was a particular desire in Congress
to move import relief functions from the Treasury to an agency where
trade is a higher priority.

Fourth, there was a clear desire to move the commerciai attaché
functions from the State Department to a place in the Government
where the attachés could concentrate on their function as liaison for
American business abroad.

Mr. Chairman, I think we have accomplished those primary recom-
mendations in the President’s proposal. We have undertaken
this reorganization with one primary goal-—to build up the Federal
Government’s capacity to strengthen the export performance and
im{zort competitiveness of U.S. industries.

o this end, this reorganization proposal is designed to prepare the
Federal Government for aggressive enforcement of the MTN codes,
which potentially open vast new markets for U.S. labor, farmers, and
business, It also aims to improve our export promotion activities so
that U.S. exporters as well as the Federal Government can be better
informed about trade opportunities and challenges in foreign markets.

We need to implement vigorously the multilateral trade agree-
ments. Whereas international trade negotiations in the past have con-
centrated primarily on reducing tariff barriers. the M'TN has as its
primary focus the breaking down of nontariff barriers, including the
many domestic subsidies and specialized restrictions on trade that
have made it difficult for our exports to penetrate Japanese and Euro-
pean markets.

We must be prepared to apply the codes domestically and to moni-
tor major implementation measures abroad, reporting back to
Arnerican business important developments and raising questions
internationally about foreign implementation. The MTN agreement
will work if we establish procedures fo:* monitoring and enforeing it.

Major trade functions are now located primarily in eight depart-
ments and agencies. There are other functions located in many other
agencies, but the major functions are located in eight departments and
agencies,

Although the Special Trade Representative takes the lead role in ad-
ministering the trade agrcements program, many issues are handled
elsewhere and no one agency has across-the-board leadership in trade.

Aside from the special trade representative and the Export-Import
Bank, trade is not the primary concern of any agency where trade
functions are located. The current arrangements lack a central author-
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ity capable of planning our trade strategy and insuring its implemen-
tation. We have come closest to this approach with the coordination
scructure that backstopped policies on the multilateral trade negotia-
tions,

Under the leadership of Ambassador Robert Sirauss we were able to
compose a coordinated set of instructions to our negotiators that repre-
sented a broad consensus of the national interest.

Briefly stated. we proposed to strengthen and centralize trade policy
coordination and trade negotiation functions in the Office of Special
Representative for Trade Negotiations, which will be renamed the
Office of the U.S. Trade Representative. We would also give to the
Commerce Department, which would be renamed the Department of
Trade and Commerce, added responsibility for export promotion, in-
cluding commercial representation abroad, antidumping and counter-
vailing duty cases. and the nonagricultural aspects of MTN
monitoring. In addition, the coordinating role of the Trade Policy
Committee will be significantly expanded. Finally, a position of Under
Secretary for Trade will be established in the Department of Trade
and Commerce.

Let me point out several things that our proposal does not do.

First. it does not create a new bureaucracy. We are not asking for
any significant increase in personnel. The number of peuple involved is
relatively small, and only a few hundred would be moved.

Second. we do not propose to transfer or significantly affect pro-
grams that are working well in their current locations, Thus, we are
recommending no shift in responsibility for foreign trade in agricul-
tural commodities from the Department of Agriculture.

Similarlv, the - change in the operation of the Export-Tmport
Bank. which is working well, would be to make the Secretary of Trade
and Commerce an ex officio. nonvoting member of the Board of Di-
rectors of the bank. This would insure a coordination between the
Export-Import Bank’s lending policies and trade policy.

Third, we are not creating » mechanism that could be a focus for
protectionism. This administration. like all administrations since that
of Franklin D. Roosevelt. has stood for trade on a broad basis with as
few restrictions as possible. The MTN agreement bears witness to this
policy.

At the same time. there must be relief for injured localities, firms,
and workers. The MTN bill revises and streamlines import remedies.
Our proposal will assure that these measures are effectively carried
out and appropriately coordinated with each other and with other
aspects of trade policy.

Mr. Chairman, the detatled changes are covered extensively in my
testimony. I will not go into alt those details. However, I would like
to just briefly highlight those particular changes.

First of all, the STR will retain Cabinet status, will continue to
chair the Trade Policy Committee, and will become a member of the
National Advisory Council on International Monetary and Financial
Policy. As T said. it would be renamed the Office of the U.S. Trade
Representative,

STR will coordinate both industrial and agricultural trade policy.
The STR will chair the new negotiating committee and will play a

lead role in trade negotiations. including commodities, East-West
trade, MTN-related trade. and GATT.
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The Trade Policy Committee would add the following to its coordi-
nating responsibilities: Import re!ief policy, including antidumping
and countervailing duties to the extent legally permissible, ener
trade, East-West trade, international investment, and commodity
negrotlatmns.

he detailed changes for the Department of Commerce are sum-
marized briefly as follows:

As I have said, we would propose the creation of an Under Secre-
tary for Trade. The Secretary of the Department of Trade and Com-
merce would be an ex officio member of the board of the Export-
Import Bank.

he commercial attachés for major trading partners would be trans-
ferred from the Department of State to the Department of Trade and
Commerce. Nonagricultural MTN implementation would be centered
in the Department. The Department’s current sectoral analysis capa-
bilities would be strengthened and import relief functions would be
transferred to the Department of TraSe ard Commerce from Treas-
ury and from the ITC.

e Trade Agreements Act of 1979 specifies several other trade
reorganization proposals for Presidential consideration. We have re-
viewed each of those proposals thoroughly and decided that the pro-
posal just outlined is the most practical and effective approach to the
trade {)roblem we face. In fact, this proposal borrows features from
several of the sugge-ted alternatives.

The first proposal in the MTN bill suggests “strengthening the co-
ordination and functional responsibilities of the Office of the Special
Representative for Trade Negotiations to include, among other chings,
representation of the United States in all matters before the General
Agreement on Tariffs and Trade.”

We have adopted this idea in part. The STR will have a clear lead
role in coordinating both agricultural and nonagricultural trade pol-
icy. The jurisdiction of the Trade Policy Commission, which STR
heads, will be broadened considerably. STR will take over GATT
representation responsibilities.

owever, we have concluded that operational functions should not
be placed in STR. Such a step would place too heavy a burden upon
STR in terms of line functions not suited te the policymaling role of
the Executive Office of the President, Also, muking STR a locus of
such activities might weaken its crucial role as a neutral, honest broker
amonz the various agencies involved in trade matters, a role that de-
pends as much upon perception as reality. STR should be the focal
point for policy matters but operations should be located elsewhere.

Another alternative is the creation of a Board of Trade. As we
understand this proposal, it would establish an independent trade
agency outside the Executive Office, headed by the Cabinet-rank Spe-
cial Trade Representative, but not itself a Cahinet department. This
agency would include the major import relief functions and the nego-
tsi%!:li{on functions now located in a variety of agencies in addition to

The Trade Policv Committee would have a separate Executive Office
staff and would continue to be handled by the Special Trade Repre-
sentative. MTN monitoring and implementation also would be located
in the new agency, which would receive policy guidance from a board
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whose membership would approximate that of the Trade Policy
Committee.

In part, we have adopted this idea as well. Under our proposal, STR
will have the lead role for trade negotiations and will continue to head
the Trade Policy Committee. STR will also have the policy lead on
MTN enforcement.

We believe that the STR can handle these functions without a sig-
nificant increase in staff. Accordingly, we propose to retain it in the
Executive Office.

STR would also have the responsibility for policy decisions on the
applications of discretionary trade remedies. This would allow for
their use as an adjunct to negotiations, We would not, however, move
antidumping and countervailing duty matters to STR, as these are
basically adjudicatory in character and. therefore, are best located in
an agency other than the chief trade negotiator.

Finally, the MTN legislation proposes for consideration the con-
cept of a new trade department separate from and additional to the
existing Department of Commerce. We rejected this idea principally
because we have concluded vaat a significant problem in the trade pol-
icy area in the past has been its isolation from domestic economic
considerations. Placing trade in a separate department would, we be-
lieve, further isolate it. We believe that the administration’s proposal
addresses the problems ably within the existing governmental frame-
work and without creating a new bureaucracy.

STR. with its view from the Executive Oflice, will take the lead on
trade policy and negotiations, and operational functions will be lo-
cated in the Department of Trade and Commerce and the Department
of Agriculture.

We have two further problems with the idea of a new department.

First, mcving export promotion and export control functions out of
the Commerce Department would seriously undermine its important
role with regard to domestic businesses, not all of which are ex-
porters.

Second, the creation of a separate department inevitably would
lrad to pressure for a new set of domestic field offices paralleling and
duplicating the Commerce field structure that already exists.

Mr. Chairman, I hope you share our desire that the Congress act
expeditiously on these proposals. The next 6 months are critical for
determining our trade posture for the next 5 years. Between now and
the end of the year our international trading partners will be testi
our mettle. They will seek to learn if the United States is prepare
and has the will to insist upon the new rights negotiated in the Tokyo
round. Inevitably come misunderstandings and differing interpreta-
tions will arise. This is a natural followup to any complex negotiation
Tocess.

1 The way that we handle these initial challenges will affect attitudes
and expectations abroad for years to come. In the same period the
GATT will be reshaped, its organization changed, its new leadershi
chgsen. and new working patterns established to implement the MT
codes.

Our carly monitoring of how our major trading partners implement
the MTN will help set the precedent for success or failure. We will
still face a series of substantial and significant followup negotiations.
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For these reasons, I hope and trust that the House and the Senate
will act with dispatch on reorganization so that we can overhaul the
Government’s trade organization to meet these fundamental chal-
lenges and opportunities.

Mr. Chairman, that concludes my comments before the committee
this morning. My colleagues and I will be glad to answer your ques-
tions.

c Mr. BR'OOKS. When do you expect to send a formal proposal to the
ongress

Mr. McIxTyre. Mr. Chairman, I expect we would get a formal pro-
posalto you early in the month of September.

Mr. Brooks. Why isn’t greater effort being made to improve the
quality of work that is already being done in the various departments
and agencies relating to export promotion, assistanc: to potential ex-
Eorters, and other trade functions instead of shift ng the responsi-

ilites of cxisting agencies?

Mr. M~T~xtyre. Mr. Chairman, we have made efforts to improve the

uality ©* *he work. We have recommended increases in the staff for
the ir (pcit r-lief investigations in the Treasury. We have tried to bet-
ter ~ora; ate the administration’s trade policies as an integral part
of t .« M'{ ¥ nogotiations.

Ti¢ re.i problem is that, with the exception of the Export-Import
Bank and the Office of the Special Trade Representatives, trade is
not the priority of the agencies in which trade functions are located.
It is our judgment thai it is important to put these functions in a de-
partment that has as its primary function that of promoting exports
and supporting domestic commerce, as well.

Mr. Brooks. Why did you pick the Commerce Department to take
on these large new responsibilities?

Mr. McINTyYRE. First of all, the Commerce Department already has
major responsibilities in the promotion of exports. It has & domestic
field structure that supports Xmerican business throughout this coun-
try. We felt that the Dopartment of Commerce was an appropriate

lace to build, upon functions that already exist within the Federal
vernment.

In addition to the current operation of the domestic field structure
and the expcrt function, the Department of Commerce has a strong
sectoral analysis capability. We felt by building on these capabilities,
we could improve our international trade prospects.

Mr. Brooks. How can we be sure that the Commerce Department
can and will perform the job in the forcign trade area which is ab-
solutely essential, as we both see it §

Mr. McInTyre. Mr. Chairman, T think, by giving the Department
4 clear mission in promoting exports and in seeing that the MTN
agreements are implemented and enforced, we will give that Depart-
ment the mission, the priority, and the mgonsibility to enable it to
carry out the functions that you and I both think need to be performed
by the Federal Government in the trade area.

Mr. Brooks. How many people will be affected by this reorganiza-
tion? How many will be new positions and what shifts will be made
in personnel assigned to existing agencies

r. McINTYRE. There are approximately 400 people who would be
involved in total transfers. This includes approximately 229 from the
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Department of Treasury. I have a breakdown of that, if you would
like it. '

Mr. Brooxks. T would like that for the record. ]

Mr. McINTYRE. Let me give that to you for the record, Mr. Chair-
man,

Mr. Brooxs. That would be very helpful. We will get to that ques-
tion if we ever get to this in September.

[ The material follows:)

Tbe 220 estimate for transfers from the Department of Treasury includes 11
from the Office of Tariff Affairs, 75 from the Customs Investigatory Unit and an
ndditional 130 personnel for which a budget authorization is pending.

Mr. McINTYRE. More than 100 commercial officers from the Depart-
ment of State would be involved in the transfer. Then about 75 to 80
personnel from the ITC would be involved. Possibly 10 people from
the State Department’s Commodities and East-West Trade units would
be involved in the transfer. In all, we are talking about a little over
400 personnel involved in the transfers.

Mr. Brooxs. You are not anticipating any new penple?

Mr. McI~NTYRE. No, sir.

Mr. Brooks. Would the transfer to another agercy of people who are
now performing the necessary trade functions inadequately really ac-
complish the goals of this reorganization or this proposal ¢

Mr. McInTyre. Will the transfer——

Mr. Brooks. The people who are not doing it now, you are going to
move them somewhere else. Are they going to do any better? How are
you going to motivate those people if you are going to use the same
people ? That is my problem.

Mr. McI~TyRE. T think one of the primary purposes, of course, is to
make trade a priority in a single department. I think with the Depart-
ment having trade as a major wission that these people will be pre-
sented with the challenge that is necessary to impel them to do a better
job and to get more actively involved in carrying out their responsibil-
ities,

I might add that, as I seid earlier, we have recommended about 130
new positions this year for the investigation functions in the Depart-
ment of the Treasury for antidumping and countervailing duties.
Therefore. there would be some new positions available.

There would also be some opportunities for infusion of new person-
nel as people began to move out of the commercial attaché positions
back into the Foreign Service.

Mr. Brooks. T know, but the ones who quit are the good ones because
they can get a better job somewhere else.

Who would provide administrative support for these additional
personnel overseas?

Mr. McINTYRE. Mr. Chairman, T think the administrative support
could still be provided by the Department of State. As you know, the
Finance Center that is located in France, for example, has done an
outstanding job of providing that support for current operations. I do
not see any reason why that could not continue. In fact, the Depart-
ment of State has assured us that they would be able to provide that.

Mr. Brooxs. They have assured you that they would be able to pro-

vide it and would provide it, or they have assured you that they would
be able to provide it ¢
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Mr. McINTyYRE. They have assured us they would be able to provide
the support.

M. Brooks. All right, bet will they do it ?

Mr. McINTYRE. Yes, sir, they already do. For example, the Depart-
ment provides that support for the agricultural attachés right now.

Mr. Brooks. I understand.

What actions are being taken to enhance the administrative capa-
bilities at the State Department? They are willing and they are going
to try, but do they have the people to perform the service.

'The problem is that they have 50 people with the State Department
who work for them and 100 people from other agencies, The admin-
istrative section is set up to handle 50 people that they have. Then other
agencies funnel in other people. I am telling you their problem.

We are going to have to look at the administrative staff to be sure
they can adequately, honestly handle the housing, the feeding, the
transportation, and all the xest that goes along with those kinds of
responsibilities. You need to take a look at their administrative budget
to be sure that they will be able to do that because sometimes they do
have a serious problem. I am talking about just administratively, not
at the policy level, where these individuals go off on their own and
the one-country policy is shot to hell.

Mr. McINTYRE. I understand that point. We will look into those ad-
ministrative operations, :

However, let me point out that we are not sending more people
abroad as a result of this reorganization. The people who will be
abroad are those who are already over there. The only changes would
be as these people rotate back into the Foreign Service and are re-
placed by other commercial attachés,

No new people are going abroad as a direct result of this reorganiza-
tion proposal.

Mr. Brooks. What action is contemplated to insure that all U.S.
departments and agencies with overseas operations operate within the
unified country policy and not as freelance policymakers?

Mr. McI~xTYRE. Mr. Chairman, it is this administration’s policy that
the Ambassador is the spokesperson for the U.S. Government. This
trade reorg. zation proposal would in no way undermine that policy
and, in fact, we would coatinue to strongly support that policy and
not permit any undercuttir g of it.

r. Brooks. Would , ou outline the trade policy hierarchy if your
proposal were implemented ¥

Mr. McI~TYRE. I am not sure what that means.

Mr. Brooks. Do you start off with General STR Coordinator
Strauss, or whoever would succeed him ¢ Then you have the Secretary
of Trade and Commerce, Then you get down to the Under Secretary
of Trade. How does that run? I am just trying to delineate who 1s
going to be in charge and how you are going to resolve the differences
between the Secretary of Commerce and the head of the special trade
representatives.

Mr. McINTYRE. The Special Trade Representative would be respon-
sible as the Chairman of the Trade Policy Committee and the Trade
Negotiation Committee for the coordination of trade policy. He would
have primary responsibility for trade negotiations.
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‘The Secretary of Trade and Commerce would be a member of the
Trade Policy Committee and the Trade Negotiation Committee, He
would have input into these policies and negotiations,

The STR would have prima resgonsibihty then for policy devel-
opment and coordination as well as for trade negotiations.

The Department of Trade and Commerce would have the responsi-
bility for the iinplementation and enforcement of the MTN agreements,
and for adjudicatory import relief.

'Then you would have the Secretary, and we would propose a Deputy
Secretary. We would take the current Under Secretary and elevate
that position to Deputy Secretary. Then there would be an Under
Secretary for Trade. That would be the proper hierarchy.,

Mr, Brooks. I understand that. I woulg just point out those people
should be phased in very carefully. They are going to have to work
together. The best structure will be totalf;r useless unless those people
do function together very closely.

Mr, McINTYRe. We are very mindful of that.

Mr. Brooxs. You, the President, and probably Mr. Jordan have to
keep a close eye on them,

Would the President’s Special Trade Representative be involved
in the work of the proposed Department of Trade and Commerce, and
how much influence and/or authority weuld the STR have over the
Department’s Office of Trade?

Mr. McInTtyre. Obviously the Secretary of the Department would
have the basic responsibility for the Department’s activities,

Neither the STR nor any of the members of the Trade Policy Com-
mittee would have the responsibility or the legal authority to run the
Department of Trade and Commerce. However, the STR, as the chair-
man of these committees, would have significant responsibilities for
coordinating policy development and resolving disputes among the
various departments.

Mr. Brooxs, You can see the potential problems ¢

Mr. McINTyre. Certainly. Those problems are even worse, though,
under the structure we have today where nobody is in charge.

Mr. Brooxks. Do you think it is necessary to change the name of the
Department of Commerce and put in “trade” when trade and com-
merce mean about the same thing ?

Mr. McINTYRE. Well, as you well know, the name of the department

does have some significance. It is not the centerpiece of the reorganiza-
tion proposal, I might add.

Mr. Brooks. Names do have a lot tosay.

Mr. McINTYRE. They do. The reason we used the words “trade” and
“commerce,” which seem to be very similar, is that trade generally
denotes international activities and commerce is basically related to
domestic business activities.

Mr. Brooks. Commerce is a general term but when you are trading
you are getting a little something for it.

Mr. McINTyRE. That is right—hopefully.

Mr, Brooks. Is consideration given in this reorganization to restor-
ing the promotion of travel in the United States since tourist dollars
are a big part of the economy in many of our cities ?

Mr. McINTyre. Mr. Chairman, we did not look at that specific ac-
tivity in this proposal. I will be glad to look at it again.
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Mr. Brooks. Congressinan Pepper is deeply concerned about that
from the standpoint of Florida ¢

Mr. McINTYRE. Who is?

Mr. Brooks. Claude Pepper who is on the Rules Committee.
[Laughter.]

Mr. McINtyYre. Mr. Chairman, we looked at that last year in the
budget process, We found that the Federal Government’s activities
were so Insignificant compared to the promotional activities of the pri-
vate sector that there really was not a good argument to be made that
we had a lot of impact or influence through the Government’s trade
promotion activities, We did not recommend abolishing all of those
functions, by the way.

Mr. Brooxks. Just part of them ¢

Mr. McINTYRE. Part of them in the budget this year.

Mr. Brooks. Since only certain countries in the world will receive
trade counselors and trade attachés, will the trade function be excluded
in other countries or is it contemplated that the Department of State
will continue to fill this function in those count. ies where the Commerce
Department with its attaché will not be represented ¢

Mr. McINTYRE. What we tried to do was to identify those countries,
over 30 countries, in which the commercial attachés have as their pri-
mary responsibility the commercial liaison function. Right now in
many of these officers ynu also have an economic analysis function
which I think is important for the State Department to continue to
carry out its responsibilities. However, you also have officers who are
dedicated primarily to the liaison with American businesses abroad.

In those countries in which commercial attaché function is not a full-
time responsibility, we would see the economic analysis personnel con-
tinuing to carry out those liaison responsibilities.

Are there any further questions? Mr. Erlenborn?

Mr. ErLENBoORN. Thank you, Mr. Chairman,

Mr. Brooks. He is concerned with the names of agencies, I take it.

Mr. ERLENBORN. Acronyms are very important.

Talking about names, I guess you saw the same letters in the news-
paper that I did, letters to the editor pointing out that “trade” and
“commerce” as defined in Webster’s Dictionary and other dictionaries
have really little or no difference in their definition.

How do you perceive “trade” and “commerce” as differing ¢

Mr. McInTYRE. Mr. Erlenborn, as we look at this name, it is our judg-
ment that “trade” has a connotation of international activity whereas
“commerce” is a more general term that has domestic implications. We
felt that we could combine the two words and that would give a better
idea of what we were trying to accomplish with the Government’s
involvement in the export promotion activities and their linkage to the
domestic activities.

Furthermore, it was our judgment that trade had a connoiation that
dealt with goods whereas commerce was much broader and included
services.

Mr. ErLExBORN. T do not think the dictionary definitions really bear
out that view. As a matter of fact. it is probably just the reverse. This
is an old dictionary—Webster’s Seventh New Collegiate Dictionary.

“Commerce” is defined as the “exchange or buying and selling of
commodities on a large scale involving transportation from place to
place.” That seems to be a much broader definition.
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On the other hand, the definition of “trade” which is pertinent here
states, “the business of buying and selling or bartering commodities.”

The synonym for trade, by the way, is commercs.

Mr. McIxTyRE. If the name is the most significant problem you have
with this, Mr. Erlenborn, I can assure you we are open to discussion
about that.

Mr, ErLeNBorN. I am glad to hear that.

I am not very expert 1n Spanish but one of those letters pointed out
that in Spanish the new department would be described as “El Depart-
mento de Commercio y Commercio.” It sounds like we are stuttering.

Well, just give it some thought.

Your proposal essentially places trade policy in the Special Trade
Representative and implementation, as opposed to policy, in the new
Department of Trade and Commerce. Do you think it is really workable
to i’})lit policy from implementation ¢

Mr. McIxTyre. Yes, I think it is workable. In fact, I think it is im-
portant that the STR retain its role as an honest broker. There are a
lot of departments that will continue to have trade- or commerce-
related responsibilities.

For example, the State Department will continue to have an interest
from an international affairs point of view in what our trade policy is,
The Labor Department will continue to have an interest as it admin-
isters the trade adjustment assistance program. The Agriculture De-
partment will continue to have a very important role to ilay.

Many times these roles will conflict. It is important that we have in
the Executive Office of the President an organization that can deal with
these conflicts and resolve them without being as concerned about turf
as a department would be.

Therefore, I think it is not only possible for this split between policy
coordination and development in trade negotiation and the implemen-
tation, execution, and export promotion responsibilit.es, but I think it
is highly desirable that they be split.

Mr. Levitas. Will my colleague yield?

Mr. ErLExBorN. I would be ﬁappy to yield?

Mr. Levrras. Thank you.

T am very troubled by the question and the answer. It seems to me
when you give policy considerations and formulation to one high-level
official but that person has no responsibility for the success of carrying
out those policies because some other high-level official has that re-
sponsibility for the success of carrying out those policies because some
other high-level official has that responsibility you don’t have as much
realism in the formulation of policy to begin with.

Second. it is my impression—and T will get into this in a few
minutes in more detail with you—that the capabilities of the STR are
more global and macro in nature. They are worrying about and dealing
with economics, statistics of the flow of goods, tariff negotiations, anﬁ
things of this sort. The need for improvement is not in that area but in
actually promoting the sale of American goods and services by Amer-
ican firms abroad. That is just too little potatoes for the STR to be
concerned about in the formulation of policy.

Would you comment on that?

Mr. McInTyYre. Well, Congressman Levitas, all of the departments
that have a responsibility for trade policy have a stake in the develop-
ment of the policy and are members of the Trade Policy Committee.
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The Special Trade Representative would chair that committee. The
State Department, the Treasury Department, the Commerce Depart-
ment, the Agriculture Department, the Defense Department, the
Labor Department, the Justice Department, the Interior Department,
and some Executive Office agencies would be members of the Trade
Policy Committee. They all have a stake in the development of the
trade policy. and the person who has a responsibility for developing
policy would also share in the responsibility of implementing it.

I believe concentrating the activities in the Department of Trade
and Commerce, which already has a domestic field office arrangement,
and of putting in the commercial attachés which would give us a link
to the various regions of our country and to the foreign countries
through one department, will insure that there is an emphasis on
export promotion. This will also provide a better forus for educating
American businesses on how to get into the export markets and seein
that the MTN agreement is properly implemented and enforced bot
at home and abroad. The benefits of this arrangement far outweigh
tht?Mpossible concerns about separating policy from implementation.

r. Brooks. We have a vote on the X:or now. I do not think we
ought to capsule tni: question-and-answer period into 4 minutes.
I know Mr. Erlenborn has several questions as does Mr. Levitas.
Mr. Horton has joined us and he might also have questions. Therefore,
it would be worthwhile for us to vote now, We will recess until our
return.

[Recess taker)l.%

Mr. Brooks. The committee will reconvene.

The Chair recognizes the gentleman from Illinois, Mr. Erlenborn.

Mr. ErLeNBorN. Thank you, Mr. Chairman.

To follow up where we left off before we went over to vote, we were
discussing the question of separate identity for the Special Trade Rep-
resentative and the Department of Trade and Commerce, whataver
we ultimately call it.

I would like to observe that, although I do not agree with the under-
lﬁing philosophy of the executive branch organizztion, we do have at
the present time separate Cabinet agencies that are viewed as being a
representative or a voice for narrow constituencies.

Commerce is one of them, viewed as being primarily a voice for
industry. That excludes the agricultural community.

The Department of Agriculture is viewed as a voice for the agri-
cultural community. The Department of Labor is for organized labor
in particular and the working men and women in general.

I said, I do not think that is good organization. However, it is
what we have. That is the reality. This being the case, my own inclina-
tion is to agree with your choice of a Special Trade Representative
se[iarate from any one of these narrow constituencies.

would presume a Special Trade Representative within the De-
partment of Commerce would be viewed with a bit of alarm by the
agricultural community and by organized labor. These negotiations
relative to tariffs and trade questions of displacing American workers
would bother the Department of Labor and their constituents. Ques-
tions of trade relative to agriculture would bother the agricultural
community and the Department of Agriculture.
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Mr. HortoN. I do have a number of questions. I will not take the time
to go through these now. However, I would like to submit them to you
and perhaps you could answer them for the record.

Mr. McINTYRE, We will be glad to do so.

Mr. Horroxn. Thank you.

[The material follows:]
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nance Committee, and from Mr. Vanik’s and Mr. Ullman’s group
would participate; The House Ways and Means Committee and the
Senate Finance people have some interest in this. I think they will be
most cooperative with us in that effort, as we were with them on the
MTN agreement. .

Therefore, 1 am hopeful that by the first part of September we will
have gone over these proposals very carefully with whatever inlput we
want to put into them, It may be that the administration would then
be in a position to offer a reorganization plan which would be passed
without much delay and which would put this structure into effect.

Very candidly, Mr. Erlenborn, the structure is important but no
structure is worthwhile unless we have good people and they work
together. As you know from my questioning, if the trade representa-
tive and his staff do not get along with the Secretary of Commerce and
the Secretary’s staff, it is going to be a mess. '

Mr. ErLeNsoRN. Thank you, Mr. Chairman.

Finally, let me compliment you, Mr. McIntyre, on the process of
consultation with the individual Members of Congress and the com-
mittees concerned with this. I think it is a mode' 7. what ought to
be done, whichever route you go—whether it Lz legislation or a
reorganization plan. .

In particula., if it goes the route of the reorganization plan, this
prior consultation certainly will pave the way and will give members
an o%]l)ortunity to suggest amendments at a time when they would be

e.

Mr. McINTYRE. Thank you. I think that process worked well in the
development of the MTN legislation.

Mr. ERLENBORN. It certainly did. That really was a model.

Mr. McInTYrRE. We intend to try to follow a similar process in the
development of a consensus on how to proceed with respect to the trade
reorganizaio..

r. ERLENBORN, Thank you, Mr. Chairman.

Mr. Brooks. Thank you very much.

Mr. HorroNn. Mr. Chairman, I have to go to another meeting. I will
try to return shortly.

owever, I do want to thank Mr. McIntyre for consulting with the
committee. I agree with your remarks that we have to have staff work
with the OMB staff during this recess to try to make certaiu that we do
have a bill or reorganization plan that can have the support of all the
committees and the members.
_There is one thing I would ask, Mr. McIntyre. Are you planning or
is it generally the suggestion that you create a new Department of
Trade and Commerce or just reorganize that one that we call the De-
partment of Commerce ¢

Mr. McINTYRE. What we are talking about is building upon the cur-
rent Department of Commerce. However, we would give it a sufficient
mission to, in effect, make trade its No. 1 priority. In that regard,

iving it these new responsibilities and giving it a specific focus on

th domestic and international commerce and trade activities could
pruvide greater vitality to a department that now has & multifaceted
mission and give it a true sense of purpose and responsibility. That in
effect would make it a new department, in my judgment, but not a -
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separate new department within the current executive branch strue-
ture.

Mr. Horrox. We have come a long way in handling these reorganiza-
tion plans. I know in the last couple plans we have had very good pres-
entation by OMB. In the early days in some of them I was critical
because they were not really flushed out. What we are doing here is an
attempt to flush out the plan before you actually submit it. 1 think that
is excellent.

As a plumbline I also point out that we try to determine what sav-
ings are involved because that is what the Members are going to be
asking when it is presented. How are we going to save money? How
are we going to cut back on personnel? In other words, what savings
can be effected ¢

However, they do not always have to be monetary savings, If we can
produce better management, better control, or accountability, as we did
with the Department of Education which I think was well presented
to the committee and had some good points, if you can do that as you
phresgnt this, it is very helpful to the committee and as we move it onto
the floor.

Therefore, as you are flushing it out if you can look at tiose savin
in the efliciencies and economies so that they can be spelled out when the
legislation is sent up, I think that could be very helpful, toc,

Mr. McInTyre. We will be glad to try to do that, Mr, Hortor.

I might emphasize at this point that this reorganizaticn does not
have savings as its primary purpose. We are not taiking about massive
consolidations, We are talking about taking steps to improve our ex-
port opportunities in the United States and to properly and vigorously
implement and enforce the MTN agreements. That should result in
providing more jobs for Americans, help reduce our current trade
deficit, and protect us from unfair import competition. The goals of
this reorganization are somewhat different than of monetary savings
or reduction of personnel.

The final point I would make is that we do not expect reorganization
to cost any additional money. There may be some initial cost involved
with consolidating people, bringing the systems together, and coming
up with one financial and management information system. Here again
the cost would be very, very minimal.

Mr. Hokrox, The goals you spelled out are good and worthy goals, I
am sure when the message is sent up and the legislation is sent up, those
are good goals to enunciate and will appeal to the Members, especially
knowing what the problem is in the trade area. What you are talking
about is consolidation and making it more effective. Charts that will
show how you are going to consolidate and how you are going to make
it more effective will be very helpful.

Mr. McInTyre. We certainly will provide that information. We also
will provide detailed information about personnel to be transferred
and any costs or savings that we can anticipate,

[The material follows:]
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These improvements will be achieved with no increase in personnel or

expendi tures, except for an annual-expense of about $300,000 for the salaries
and clerical support of the three additional senior Commerce Department
officials and a non-recurring expense of approximately $600,000 in connection
witt the transfers of functions provided in the plan. [In view of STR's
futire increased responsibilities, we do, however, anticipate a substantial
increase in the trade representative's resources. The exact sfize and nature
of this ‘ncrease is being examined in the course of preparing the budget

that will be transmitted to the Conaress and will be subject to full

congressional consideration in the authorization and appropriation process.
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DEPARTHMENT OF COMMERCE
PROPOSED TRADE REORGANIZATION PLAN

SECRETARY OF TRADE AND COMMERCE

The Secretary of Commerce will become the Secretary of
Trade and Commerce and trade matters will be the Secretary's
principal responsibility. The Department of Trade and
Commerce will become the one cabinet department whose
principal responsibility is trade.

The Secretary will be ultimately responsible for the
following areas of trade activity: export expansion,
including both overseas and domestic commercial services;
export administration, particularly thé export control
system; and import requlation programs of antidumping,
countervailing duties, and Section 337 cases.

The Department will have a key role in trade polizy develop-
ment and will provide much of the staff and operational base
for negotiation and program responsibilities of the United
States Trade Representative (USTR).

The Secretary will serve as an ex-officio member of the
Board of the Export-Import Bank.

As chief operational officer of Trade and Commerce, the |
Secretary will assure that o2ther elements of the Department
whose activities relate to international trade shall
appropriately support and coordinate with the Under Secre-
tary for Trade. Included among these activities are
industry sector analysis, business development loans, census
trade statistics, trade adjustment assistance for businesses
and comnunities, minority business development, industrial
productivity analysis, maritime, industrial innovation,

cooperative technology, product and industrial ltanda:ds,
and secretarial field vepresentation.
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UNDER SECRETARY FOR TRADE

The Under Secrctary for Trade will be responsible tor overall
development and managemerit of the .trade functions in the
Department of Trade and Commerce. In the Secretary's absence,
the Under Secretary represents the Department on the Trade
Policy Committee and as ex officio member of the Board of
Export-Import Bank of the United States. The Under Secretary
will meet with foreign visitors both in the United States

and abroad to discuss a broad range of trade matters.

The Under Secretary also coordinates trade regulation, trade
pulicy ahd programs and trade development to ensure con-
sistency between Administration policy and trade operations.
To accomplish this, the Under Secretary sversees coordination
between and among the following areas:

o investigation/determination functions and the inpott
policy recommendation function;

o sectoral analysis capability and trade policy and
regulatory functions;

o Foraign Commercial Service and trade policy and
regulation;

© industrial innovation and trade development.

The Deputy Under Secretary will serve as the principal deputy
for the Under Secretary for Trade. In the Under Secretary’'s
absence, the incumbent is to act in place of the Under Secretary

in all matters pertaining to trade. The Deputy Under. Secre
will have no direct operational or program rcsponsibflitias?‘:v

The Deputy Under Secretary will:

o Be responsible for oversight of day to ‘day oparations
to ensure that these activities are conductcd efficiently
and smoothly. . :
© Be responsible for the administrative functions (e.g.
agency level personnel, budget, administrative services,
and others). -

§2-189 0 - 79 - ¥
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ASSISTANT SECRETARY FOR TRADE DEVELOPMENT

The Assistant Secretary for Trade Development will be
responsible for carrying out the policies and programs of
the Departmen:t to promote world trade and to strengthen

the international trade and investment position of the
United States. .

In carrying out these functions, the Assistant Secretary
will be responsible for conducting the Department's programs
for participation in international trade fairs, trade
missions, and other overseas trade promotions; programs
conducted within the United States to .expand the export-
consciocusness of American firms and to facilitate entry into
internaticnal trade; and efforts to prdvide assistance to °*
hmerican exporters through the facilities of the U.S.
Commercial Service and the Foreign Commercial Service. With
respect to East~West trade, the Assistant Secretary will be
responsible for conducting the Department's program for
expanding trade and investment in Communist countries, and
for the formulation and analysis of policies with respect to
U.S. commercial policy in those countries.

The Assistant Secretary wil' be the person responsible for
managing and closely coordinating the related trade expansion
responsibilities of the Foreign Commercial Service, the
Lomestic Commercial Service, and the East-West Trade and Export
Development units in Washington. This organizational structure
will allow, for the first time, management by one person of
export expansion activities of the Foreign Commercial

Officer in, say, Kuwait, the Domestic Commercial Officer

in Indiannapolis, and the relevant trade specialist in
Washington. It will not only assure unified management of
these functions, but will also allow rotation of personnel
among the three areas so that ccordinated services will be
available from point of manufacture tc, point of sale.

The Assistant Secretary shall advise the Secretary and Under
Secretary of policies and programs relating to these functions. The
Assistant Secretary will represent the Department on the ¢
Board of the Foreign Service and in other matters relating

to the commercial responsibilities of the Departments of

State and Commerce. The Assistant Secretary will be the .

National Export Expansion Coordinator.

The specific programs and activities for which the Assistant
Secretary is respcnsible are detailed on the following pages.
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FOREIGN COMMERCIAI SERVICE

The Foreign Commercial Service is responsible for assisting
American business abroad through counseling, marketing data,
project development assistance and liaison with foreign
government agencies. The Service provides direat support to
Trade and Commerce (TAC) overseas promotional activities

such as trade missions, trade fairs, and procirement
conferences. It is responsible for the development of market-
ing and commercial intelligence through the Worldwide

Information and Trade System (WITS) for dissemination to the
American business community.

The members ¢f the Service will serve as part of the U.S.
Embassy staffs and will report directly to the Ambassador or
Chief of Mission in each country. The Foreign Commercial
Service will provide personalized assistance to American
business persons abroad by providing support to Export
Development Offices, trade missions, fairs, catalog shows and
other activities. The Service will develop trade leads,
identify potential agents/representatives and develop other
commercial intelligence for transmittal to the East-West
Trade and Export Development units in Washington and the
U.S. Commercial Service. It also will develop information
and report to Trade and Commerce on foreign commercjial and
industrial trends. The commercial intelligence data
obtained by the Service will be disseminated in part through
the WITS. The Service will provide support to TAC units in
import and export administration and monitoring of multi-
lateral trade agreements. It will assist U, S. business
persons in resolving trade complaints against foreign firms
and governments.
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U.S. COMMERCIAL SERVICE

The U.S. Commercial Service represents Trade and Commerce

with the business community in the United States. It provides
business with information, technical assistance and counseling
on export and investment matters. The Service assists in
identifying potential U.S. exporters and participants in
overseas promctional events.

The Service administers a system of district offices,
currently 43, located in commercial centers throughout the
United States. It offers U.S. firms counseling on overseas
marketing, technical export information, guidance on the
marketing opportunities, and advice on wmarketing strategies.
The service conducts seminars, workshops, and conferences, It
utilizes Export levelopment and East-West Trade information °
services, including the Worldwide Information and Trade

System (WITS). The Service assists in obtaining commercial
information from U.S. firms for use in Export Development planning
and evaluation. It alsc advises the business community of
significant trade developments, trade policy issues and
technological developments.

The U.S. Commercial Service publishes Commerce Business Daily.

The J.S. Commercial Service will include a staff of 353.
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EXPORT DEVELOPMENT

The Export Develcpment unit has primary responsibility

for planning the export development programs in non-Cosmunist
countries. 1Its mission is to expand U.S. exports. It
develops promotional programs conducted by the U.S. and
Foreign Commercial Services and provides them with analytical
and technical support.

This unit performs the program planning and evaluation
activities for the Assistant Secretary and has responsibility
for determining program priorities for the Foreign and U.S.
Commercial Services., 1t supports overseas promotional
activities through management of Export Development Offices,
development of overseas trade missions, sponsorhsip of special
missions, and other trade and investment activities. This
unit, particularly its staff of country commercial experts,
is responsible for providing counsieling services to U.S.
business on foreign markets, for market research, and for
technical support to other units of Trade and Commerce (TAC).

This unit supports staff for Trade and Commerce information
programs, inciuding the Worldwide Information and Trade
System (WITS). Such information i{s disseminated through

the Foreign and U.S. Commercial Services for use by the U.S.
business community. This unit also conducts a nationwide
campaign on export awareness through specialized counseling,
seminars, publications, joint industry/government activities,
and agsistance in competing for major overseas projects. The
Foreign Commercial Service stages promotional events and the
U.S. Commercial Service assists in identifying participants.

Additionally, this unit coordinates the program activities
of the President's Export Council which provides advice from
the private sector to the Secretary and the President on
issues relating to export expansion activities.

The Exp<rt Development unit has a staff of 450.
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EAST-WEST TRADE

The East-West Trade unit, establ.shed in 1972 to foster
commercial and economic relations betwgen the United States
and communist countries, helps American firms conduct business
in communist countries; develops and explains East-West trade
policy; strengthens governmental mechanisms for expanding

trade; and expands understanding of issues and opportunities
in East-West trade.

This unit conducts the day-to-day bilateral commercial con-
tacts with the cmbassies and other communist government
entities in the U.S. It provides support for the Cabinet-
level joint economic commissions, seeks resolution of com-
mercial problems, and assists in the development of commercial
policy toward individual communist couhtries. It collects,’
analyzes, and disseminates information about economic condi-
tions, trade-related laws and regulations and market op-
portunities, and advises U.S, firms on. country oriented
trading problems. It also maintains day-to-day lizison with

the major private U.S. bilateral councils on eight individual
communist countries.

This unit offers practical services to help U.S. firms promote
and market products in communist countries. It conducts
brietings on "how to do business™, arranges contacts between
U.5. business and foreign trade organization officials, dis-
seminates information on business cpportunities in communist
countries; and assists U.S, firms in transaction problems
involving Federal agencies. 1In addition, this unit plans,
recruits for, and manages trade promotion events such as
fairs, technical sales seminars, and catalog shows in com=-
munist countries.

Lastly, this unit formulates, analyzes and makes recommendations
about legislative and broad policy issues arising in East-

West trade. It studies trade potential, balance-of-payments
projections, econometric modeling ¢f communist economies, and
the economic impact of East-West trade on the United States,

its communist trading partners, anci other nations. 1It also
maintains a major statistical data-base on East-West trade

and provides analyses of trade trends.

The unit has a staff of 92.
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ASSISTANT SECRETARY FOR TRADE ADMINISTRATION

The Assistant Secretary for Trade AMministration will have overall
responsibility for the management and operation of the principal
programs involving the regulation of imports and exports. The
incumbent advises the Under Secretary and Secretary on the
policies and programs relating to trade administration.

The Assistant Secretary is responsible for import administration:
antidumping investigation and enforcement and countervailing

duty investigation and enforcement. The Assistant Secretary will
be directly assisted by an Office of Antidumping and Countervailing
Duty Policy of 15 people. . .
The Assistant Secretary is responsible for export administration:
export licensing and enforcement, including national security,
foreign policy. and short supply export controls.

The Assistant Secretary is also responsible for a number of special
regulatory programs: antiboycott compliance, industrial mobiliza~-
tion, foreign trale zones, unfair import practices, (8 337) national
security investigations, and several other statutory import
progranms, )
4
The specific programs and activities for which the Assistant Secretary
is responsible are detailed on the following pages.
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IMPORT ADMINISTRATION

The Import Administration unit is responsible for the
investigation of antidumping and countervailing duty cases.
Following investigation, this unit makes a formal rscommendation
for disposition of the case. i

In countervailing duty cases, this unit investiqates and
determines whether a subsidy is being provided with respect

to the manufacturer, production or exportation of merchandise
imported into the United States. As part of the same process,
the International Trade Commission (ITC) investigates and
determines whether an industry is materially injured or is N
threatened with material injury. If both of these determinations
are positive, a countervailing duty is imposed in’' the amount of
the net subsidy determined to exist.

In antidumping cases, this unit investigates and determines
whether merchandise is sold or is likely to be sold in the
United States at less than fair value. As in countervailing
duty cases, the ITC investigates material injury. If both
determinations are positive, an antidumping duty is imposed,
equal to the amount by which fair foreign market value exceeds
the U.S. price of the merchandise.

In addition to these two functjons, this unit will also include
the following import related activities:'

Unfair import practices (B 337 cases) involve the investigation and
determination as to whether unfair methods of competition or
importation cause substantial injury to domestic industry. The

vast majority of current actions involve claims of patent infringe-~
ment.

The foreign trade zone program evaluates and processes applications
by port communities seeking to establish limited duty free zones
as part of local econocmic development programs.

Special statutory import programs relate to the import of quota
allocation watches and watch movements from U.S. territories,
and the import of educations, scientific, and cultural materials
by nonprofit institutions pursuant to the Florence Agreement.’

The Import Adminiitration unit will consist of 310 persons.
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ASSISTANT SECRETARY FOR TWWDE PCLICY AND PPOGRAMS

he Assistant Secretary for Trade Policy and Programs is
eszcnsible for developing and operating an effective trade
policy xmplementati:n mechanism within the Department of

Trade and Cemmerce and for operating a variety of trade and
investment programs to improve the U.S. trade position.

1 =3

The Assistant Secretary provides overall directicn and coor-

ai ra:-cn of xnte:nat eral economic policy formulation, research,
and inalysis within tre Department, advising the Secretary and
Under 3ecretary on such policies and programs.

The Assistant Secretary for Trade Policy and Programs will be
nrincipally res&nsx“n for the follow-up, xnplenenta*xon,
and menitoring of the MTN. The Assistant, Secrotary will be
re::onsxulu fur closely coordinating with other involved
cffices and agencies these respcnsibilities and the process
of educating U.S. business on the rights and opportunities
resulting from the MTN,

The Assistant Secratary supports the Department's activities

in international trade, eccnomic, and investment matters -~

and is an active participant in U.S. representation in GATT,
CECD, UNCTAD, TL0O and other multilateral delikerations and
negcetiations.  The Assistant Secretiry establishes and super-
vises the implementation of the Department's interagency policy
role in such orianizations as the NSC, STR, and the NAC,
particular responsibility for MTN implementation and TPC
support.

The Assistant Secretary's immediate office includes a country
analysis staff which supports certain joint economic consulta-
tive mechanisms (e.qg. Korea, Yugoslavia); operates trade
facilitation efforts to resolve specific commercial complaints
fe.g. Japan); and provides staff support to the Secretary and
Under Secretary for meetings with foreign visitors and trips
akbrocad. .

The crecific programs and activities for which this Assistaut
Secretary 1s responsible are detailed on the following pages.



TRADE AGREEMENTS

The Trade Agreements unit jis the primary source of trade policy
development and support within the Departmen® of Trade and
Commerce. It identifies key trade policy issues and develops
Departmental positions. A major responsibility of this entity
is implementation of the MTN and other trade agreements for all
non-agricultural matters,

Trade Agreements' activities include implementation and
monitoring of MTN tariff and nortariff agreements, as well as
investigation and resoclution of problems in foreign country
application of those agreements, Another function is the
development of information and cases arising under the MTN,
including the operation of the Trade Complaint Center, the
central contact point to which business will bring complaints
and rroblems reqgarding MTN and other trade .agreements, and
where the private sector will receive advice as to the recourse
and remedies available to them, Operation of the private
sector advisory process (ISACs) under the expanded scope of TPC
coverage--in¢luding investment, East-West trade, etc.--in
addition to trade agreements, is administered here.

In the inport relief area, Trade Agreements (l} provides
staff analyses to be used by the TPC in reviewing and
considering secticn 29!, 321, 406 import relief cases; (2)
monitors relief actions; and {3) develops Departmental policy
on orderly marketing agreements,

Trade Agreements develops a continuing program of examining
post-MTN issues for negotiation or consultation, identifying
and cataloguing foreign trade practices, such as those
affecting trade in “services." It recommends policy objectives
for Departmental cfficials to present in interagency and
international forums. In addition, it develops plans for
educating the U.S. business community on general and specific
trade opportunities resulting from the MTN,

Another major function is participation in, and, as
appropriate, '2ading negotiations and/or renegotiation of
bilateral and multilateral trade agreements, such as the
expansion of MTN code agreemen:s, commcdity agreements, orderly
marketing agreements, international sector agreements, etc.

Other activities include the examination of U.S. access to ravy
materials and other resources located abroad and the
recommendation of appropriate U.S. action in this area.

This unit will consist of 75 persons.
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FINANCE AUD INVESTMENT

This unit develops and irplements policies and examines laws,
rejqulaticns, and institutions in the financial and investment
arcas to determine their effect on U.S, trade and investment
flows. It reccmrends changes in these to improve the U.S. trade
rosicion, and it meniters and analyzes inward foreign invest-
ment in the United Sta<tes.

It represents the Department in international finance and
develcoprent assistance affairs, especially those affecting
aexrorTt exgansion.  Thic includes .rov.dxn, analyses and staff
5 srt for Deparsmental representation on the National
Council «NACY and other bodies dealing with erport
ce, expert guirartees and credit insurance, and bilateral
ultilateral aid i<ans,

It examines the effect ~f U.S. tax laws and practices on U.S.
trade conmpaetitivernase (D15C, fcreilan tax “redits, taxation of
U.8. overseas perscnnel, ete.;. It conducts comparative
anyiyses of foreign tax practices, and makes recommendations
£3r changes.

Reprasenting the Department in matters relating to U.S. direct
invessnent, 1t arnalyzes investment trends and consults with
tusiness on U.5. regulations and international practices affect-
103 Lnvestment, It reccmmends acticns in bilateral, multilateral
nelstiac < ~vestment. It develops positions on multi-
pazicrnal co ion (MNC) issues, providing staffing for
Deparrsmental participation in MNC code issues and investment
dispures. It adwisnes on programs, pelicies and legislation
affeceina investment abrcad and analyzes the balance of payments
effects of such investment.

cf domestic und international trade
rom the perspective of effects on U.S.
practices with foreign practices and
7,5, practizes. It also provides staff
ial membership on Export-Import Bank Board.
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he Finance and Investment unit will inciude 53 persons.
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POLICY PLANNING AND ANALYSIS

This unit conducts research and analysis on U.S. trade and on
all factors affecting future trade prospects, developing

policy recommendaticns to enhance the international trade
competitiveness of the United States. It is the principal
source within ths Department for developing positions on
internaticnal positive adjustment policies and on international
sectoral issues. On %he basis of its own research and analysis
as well as that of *he rew Bureau of Industrial Analysis (BIA)
and o%her parts of the Geoverament, this unit forecasts future
trade trerds and is respcnsible for developing longer term
policy options for U.S. trade and investment.

In ¢onductirs policy anal;ses of positive adjustment issues and
intn*-arional sect2ral issues, it draws on the micro-economic
nd indus<«ry anax,<es of Bia, using these studies and data
al ong with other infeormati~n to formulatae and evaluate policy
cptions and to reccmmend policy posx?xons. It develops
posx'xons to taxe on 1nt e_“atxonal p051txve ad]ustment policies
in the QECD and ctner forums, it focuses on sectoral lissues
related to MTN implementation and to other trade and investment
agreements and Dii:lea, and it participates in or heads U.S.
delegaticns to 1::3rpazxona1 meetings concerned with sectoral
or positive adjustrment issuies.

In sucneorting “le d."nlopmen: of faster U.S. export growth and
a stronger competitive positicn, this unit eoxamines the effects
of trade lncentives anJ dzsincentives of the U.S. and other
governments. 1t sorves as the central contact point for
collecting and evaluatin q information on the likely effects of

changes prognsed to improve the U.S. export position, develop-
ing policy opticons and reccmmendaticns.

It also foreca.ts lonyer-term trade dnve‘opments, with particular
emphasis on identifying fu-nre trade problems that will face the
United 5S¢ ates. It :dentifles lonqer-run trade and investment
policy abieztives, basing these on its forecasts ahd 1its program
0f research into U.S. *trade and the factors affecting U.S. com-
petitiveness. It evaluates the erfectiveness of U.S. trade and
invesrment policies and ccmpares these with major competitor
nations. It uses mathematic:l models to simulate the effects

of future policy alternatives, and prcvides the planning frame-
work for trade policies and programs.

The Policy Planning and Analvsis unit also develops and maintains
computerized data tbases and provides trade and international
economic 3%tatistics to other parts of the Government and to-

U.S. bustiness,

This unit will include 70 perscns.



TEXTILES AMND APPAREL

The Textiles and Apparel unit is the organization in Trade

and Commerce that is responsible for the economic well-being

of the U.5. textile and apparel industriés, domestically and
internationally. 1Its major efforts include negotiating bilateral
textile and apparel import restraint agreements:;® monitoring
imports from controlled (agreement) countries and uncontrolled
countries, providing staff and technical support td the Committee
for the Implementation of Textile Agreements (CITA); and,
promoting the expansion of exports of textiles and apparel.

This unit pregares monthliy performance reports which show
imports compared to restraint levels for each bilateral agree-
ment country. Problems of implementing the agreemen%s are
analyzed and brought before CITA for resoluticn. This unit °*
rmakes special tables and analyses used by the U.S. negotiators
cf textile and apparel agreements. To accomplish this, it
gathers and reports basic statistical data on imports. It
frepares monthly reports on the overall import picture, comparing
current monthly data with prior years., It is concerned with
menitoring imports from uncontolled countries. It classifies
problems arising under agreements and trains foreign officials
in U.5. classification procedures.

In additicn, +“his unit orovides current ecconcmic data and
analyses nf ceonditions in the domestic textile and apparel
markets, includ:ng the impact of imports on these markets. Tt
is responsible for the iextile and apparel export expansion
program and, in conjunction with the STR and other organizations,
reducticn of non-tariff barriers. Finally, it provides
structural assistance to the industry .n the form of new
technology, researcn dand develiopment, and management training.

The Text:ile and Apparel unit wiil have a staff of 47.

Tnis 1s done as part of negotiating teams made up ©f State,
Labor, and heacded bty the Chief Textile Negotiator from the
Cffice of the Special Trade Representative.

*
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Mr. HorToN. I do have a number of questions. I will not take the time
to go through these now. However, I would like to submit them to you
and perhaps you could answer them for the record.

Mr, McInTYrE, We will be glad to do so.

Mr. Horron. Thank you.

[The material follows:]
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Why did you reject proposals that placed all trade
functions including both policy and implementation
in one agency such as a separate Department of Trade
or a revitalized Department of Trade and Coumerce?

Trade is a legitimate concern of several U.S. Gov-
ernment agencies: Trade is a natural component of

the U.S.'s foreign relations with countries and as
such, the State Department will maintain interest

and involvement in trade; trade and international
monetary matters are intimately linked and, hence,
continued Treasury Department presence on the trade
scene is required; and the impact of trade on smploy-
ment in the U.S. means the Labor Department will
maintain its role in trade. USDA's involvement in
trade deliberations flows from Agriculture's importance
in the U.S. trade effort, Our goal is not to eliminate
these differing perspectives, but to provide a r.eans of
extracting from them, in a timely and definite manner,
a coherent and balanced national trade policy.

Accordingly, the U.S5. government mechanisém for trade
functions must accommodate these valid institutional
interests, particularly at the policy stage.

We believe that these multiple interests require

a neutral broker, such as STR, located in the Execu-
tive Office, acting with the clout of the President.
It is difficult if not impossible for a Cabinet
department (or subcabinet agency) to direct its
sibling agencies - (1) because of its equal relative
status and (2) because it probably would be perceived
as representing or favoring a particular constituency.

Thus we have proposed maintaining the Trade Policy

Committee =- a forum in which all the interests are
represented -- and continuing and enhancing STR as

the neutral broker.

As for implementation, we believed that more con-
solidation was possible and desirable.

"9 -5
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If there are not going to be any more major MIN
negotiating rounds, why do we really need the STR
office? Wasn't the STR really created just for
these major trade negotiations?

Because many agencies have a legitimate interest
in trade matters, we see a strong need for an
Executive Office presence that can resolve policy
differences (subject, of course, to the final word
of the President).

Also, there will be contiruing major trade negotiations
of the type requiring the attention of STR.

According to your fact sheet, U.§. commercial attaches
in our major trading partner countries will be trans-
ferred to the new Department of Trade and Commerce?

What do you mean by major trading partners? How
many ccuntries does this include?

"Major trading countries" are those that are currently
or potentially the significant destinations of our
non-agricultural exports.

We have decided to transfer all 162 full-time commercial
officer positions from the Department of State to the
new Department of Trade and Commerce. Currently these
officers are located in 66 countries,

Why didn’t you simply switch all
to the new department? conmercial attaches

We are switching all full-time commercial officer
positions.



QUESTION:
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ANSWER:

63

Besides renaming the Department of Commerce and
establishing a new Under Secretccy for Trade, what
are you really doing new and different to increase
exports?

Establishing a strengthened Department of Commerce*
will focus top level attention on trade in general

and increasing U.S. exports in particular. The
Department will have a number of improved mechanisms
for performing this task: First, housing the
commercial attaches in the same department with Com-
merce field offices should improve greatly the flow of
information between foreign markets and domestic
manufacturers, making for direct communication

between Rochester and Rome. Second, improved coordina-~
tion of trade policy within the Executive branch will
permit aggressive enforcement of the new MTN codes,

leading to expanded export opportunities for U.S.
industry.

Because of concern that the name "Department of
Trade and Commerce" might be confusing or
redundant, we have decicded to retain the name
Department of Commerce.
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ANSWER:
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.Who will have the final authority on agriculture

exports? Will it be the new 8TR office, the Trade
Policy Committee ox the Agriculture Department?

Most agricultural trade functions, such as the
promotion of U.S. agricultural exports by the
Foreign Agricultural Service and the activities
of U.S. agricultural attaches, will remain under
the authority of the Secretary of Agriculture.
Also, the Department of Agriculture, in light of
its particular expertise, will be responsible for
MTN implementation support functions and section
301 staffing for agricultural products. The TPC,
of which Agriculture is a member, will consider
trade policy issues arising from actions urder
U.S. statutes (e.g., section 301), from
internatior.al dispute settlement procedures
(e.g., Article XXIII of the GATT), and

from implementation of MTN agreements (e.g., the
subsidies code). STR will manage all negoti-
ations; however, we would expect STR to delegate
as appropriate, i.e., in this case to Agricul-
ture, a member of the Trade Nego:iating
Committee. ‘
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ANSWER:

QUESTION:

ANSWER:

65

How many people would be in the new Office of the
United States Trade Representative?

The Office of the Special Trade Representative
currently has a staff of 59. The new Office of the
United States Trade Representative, the successor
agency to STR, would have added responsibilities.
These new responsibilities will require additional
staff to perform them effectively. We do not know
at this time the exact number of staff positions
that would ke added to this office; full congres-
sional consideration of this issue will take place
when the authorization and appropriation bills for
the Office are transmitted early next year.

Do you think that there will be enough people to

properly do all policy coordination and trade
negotiations?

Yes. The reorganization will improve coordination
of trade policy, thus providing an opportunity for
more effic.ent and effective utilization of avail-
able resources.



ANSWER:

QUESTION:

ANSWER:
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Besides establishing the new post of Under Secretary

for Trade, 40 you anticipate any people will be
added to the new Department?

At this time, we do not envisaje the creation of new

staff positions in Commerce, In addition to the
Under Secretary for International Trade, we would
create two new Assistant Secretaries. Also, we will
upgrade the existing Under Secretary position to
Deputy Secretary. Essentially, we expect to transfer
existing personnel to Commerce as follows (estimates):

-- 219 positions for countervailing duty and
antidumping cases (130 of these are new
positions)

-~ 162 commercial officer positions plus 494
affiliated local employees

Do you intend to leave the Maritime Administration
and the National Oceanic and Atmospheric Administration
in the Department of Trade and Commerce?

Our proposal does not call for moving these two
agencies from the Department of Commerce.



QUESTION:

ANSWER:

QUESTION:

ANSWER:

¥Will you have to increase the staff for the Trade
Policy Comuittee and, if so, how large an increase
to anticipate? Would they be part of the STR staff?

We anticipate a moderate increase in the number of
persons doing staff work for the Trade Policy Commit-
tee. These people will be a part of the USTR staff,

pid you consider transferring the STR to a new
Department of Trade and Commerce and giving it
a so-called "broken line® relationship such as
the Arms Control Agency now has with the State
Department? You could still have an STR Ambassador,

a separate STR, yet everything would essentially be
under one umbrella.

We did consider transferring STR to the Department
of Commerce but decided against it because even a
*broken line” relationship might identify STR too
closely in some eyes with the industrial side of
our trade community. This w~ould be a severe detri-
ment indeed, since STR would not be able to retain

its "honest broker" role and its Executive Office
status.
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what would be the relationship of the State Depart-
ment's Office of the Under Secretary for Economic
Affairs and its Bureau of Economic and Business
Affairs which are both heavily involved with trade
matters with your new offices?

poth these offices play a large role in formulating
the State Department's input into trade policy and
negotiations. The Bureau of Economic and Business
Affairs has an Office of International Trade which
staffs State's participation in the TPC; it has the
Office of East/West Trade which, even when STR takes
over the negotiations, will be considerably involved
in East/West trade matters; it has the Office of
International Commodities which will still play a
significant role in commodity negotiations even after
USTR assumes the lead role; and finally, Economic
Bureau (EB) has the Office of Commercial and Mari-
time Affairs which will, after the transfer of the
major trading partncr commercial zttaches, oversee
State's remaining commercial activities. Therefore,
we anticipate these State units will relate both with
the Department of Trade ard Commerce (on the attaches)
and with USTR (on TPC issues and trade negotiations).
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ANSWER:

QUESTION:

ANSWER:

69

Even though you do transfer some Treasury Department
funciions to the new offices, there are still many
left in Treasury that are trade relatel. For exanple,
the Office of Trade and Raw Material Policy has four
divisions for Trade Policy and Negotiations, Raw
Material and Ocean Policy, East-West Economic Policy
and Trade Finance. Why aren't these transferred?

The Treasury Department, a: well as other agencies

in the Government, will retain substantive and

poliey interest in trade matters. This is consistent
with long standing congressional intent (see, for
example, saction 242 of the Trale Expansion Act of
1962, 19 U.S.C. 1872) that u.5. trade policy take into
account a number of domestic and internationral interests
including those of financial institutions, labor,
ccnsumers, business, farme.s=, importers, exporters,

et cetera. Retaining somz trade personnel in Treasury
will allow that department to fulfill this role.

Although the Office of East-West Economic Policy per-
forms some functions that are trade-related, its
primary responsibility is to act as Treasury's policy
staff for East-West economic and finance matters.

Why didn't you transfer the Treasury Department's
Office of Tariff Affairs?

In assigning TAC the responsibilities for counter-
vailing and antidumping duties, we are proposing
the transfer of the Office of Tariff Affairs, and
also the transfer of Customs' staff engaged in
countervailing and antidumping work.
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The attached charts identify current govern-

mental units which participate in the formulation and
implementation of U.S. trade policy. The charts pro-
vide information regarding units the primary mission

of which is trade policy formulation and implementation.
Given the complexity of international economic and trade
relations in a modern world, many other governmental
units are called upon to provide technical advice or
expertise on specific issues. However, the primary
mission of these units is not trade policy formulation
and implementation and therefore such units have not been

included.
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PRESIDENT'S REORGANIBATION IPROJECT,

Washington, D.C., Octoder §, 1979.
Hon. FrRaNK HorToN, M.C.

House of Representatives,
Washington, D.C.

Drar ConerEssMAN HoRTON: I am pleased to enclose the answer to the re-
maining question asked by you with respect to the Administration’'s trade
reorganization proposal.

I appreciate your continuing interest in our trade proposal and I hope that
with your help we will be able to see its successtul implementation.

Sincerely,
HABRRISON WELLFORD,
Ew®ecutive Associate Director
for Reorganisation and Managen .ent.
Enclosure.

Question. What kind of career do you envision for the commercial attaches?
Would they be Foreign Service Officers on loan from the State Departmeut? Or
would they be like the Agriculture Foreign Service Officers? Finally, would this
core be large enough for a full career pattern from a junior to senior position?

Answer, The commercial officers occupying positions being transferred will be

_employees of the Department of Commerce. There will be provision for exchang-

ing some personnel between the State and Commerce Departments, both in the
transition period and beyond.

We have decided that the commercial officer corps will have a personnel system

based upon Foreign Service authorities, but controlled by Commerce. We believe
that this approach offers maximum flexibility.

There will be clear career patterns. Commerce people will be able to serve
overseas, and in U.S. fleld offices, and in Washington at different times in their

careers, This will provide valuable cross-pollination and understanding of how all
aspects of the process work.

_Mg. Brooks. The gentleman from Georgia, Mr. Levitas, is recog-
nized,

Mr. Levitas. Thank vou, Mr, Chairman.

Mr, McIntyre, before 1 get into some specific questions about the
proposal thet you have been discussing this morning, and 1 do have
a number of specific questions about it, I would like to be a little more
general and take this occasion to talk with you briefly about the over-
all reorganization program.

As you are well aware, the reorganization of the Federal Govern-
ment was one of the main goals, campaign commitments, and perhaEs
even the primary commitment that President Carter made when he
was running for President to streamline, rationalize, and perhaps
even reduce the Federal bureaucracy through reorganization. You
and I, having experienced it together, know the background that Gov-
ernor Carter had in this when he sevved as Governor of (Georgia.

You also know that I have been supportive of all of your efforts in
this regard from the very beginning. However, now 214 years into it,
my assessment is that it has been a very timid program to date. The
making of bold changes, sending to the Congress dramatic initiatives
to really carry out what I think the American people expected in re-
organization, has not come about.

n many instances where the opportunity presented itself to take such
bold initiatives, even admittedly in the face of opposition from those
groups that would be affected by reorganization, the decision was
made to back off and to scrap plans or water them down. In short, it

has been a very pusillanimous response on the part of the adminis-
tration thus far.
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T came across something the other night that I think T would like
to pass on to you. It is something from Shakespeare. He said, “Our
doubts are traitors and make us lose the good we oft might win by
fearing to attempt.” I think that sums it up. )

Even if some of these plans had been rejected. the American public
would have responded in support because I think they want to sew
bold changes and dramatic changes in government. Thus far I have
not seen that.

Mr. McInTyre. May T comment on that?

Mr. Levrras. That is why T made this observation.

Mr. McInTyrE. First of all, I think that the administration and
the Congress have made a good record in reorganization,

For example, we have tackled a problem successfully that has ex-
isted for a hundred years—civil service reform. That may have the
most far-reaching impact of any reorganization that this committee
has proposed. passed. and executed. Only time will tell.

We have undertaken to tackle the regulatory preblem. I know you
share my concern about the growth of regulations and the lack of ac-
countability both to the President and to the Congress that exists in
the developruent of regulations. We have tackled that and are making
progress,

That is not something vou turn around overnight, but we are mak-
ing good progress in getting ahold of it. With your help. we should
pass legislation that will give us even more tools to get control of the
regulatory process.

We have presented legislation which this Clongress has passed to
deregulate certain activities—for example, the airlines. We have pro-
posed reorganization plans to get rid of the complexities in the Fed-
eral GGovernment on equal employment opportunities.

Mr. Levitas, Let me interrupt you right there if I may.

- T think the administration has made tremendous progress in reg-
wlatory reform. It has not gone far enough yet. but T think you have
muade remarkable progress. Airline deregulation has been a major
step forward. although the major accomplishment of deregulation was
to abolish and sunset the CAB, which T proposed and which was
finally written into the law and which the administration opposed for
about 18 mouths. I just wanted to make that observation.

Mr. McInTyRre. Mr. Levitas, T am sure you and T would agree on
many bold reorganization efforts. However, we have tc be somewhat
practical as to what we submit to the Congress because we wanu to
see our efforts bear fruit.

I think we have kept -his committee pretty busy with reorganiza-
tion efforts. I do not know how many other more controversial plans
the committec would have been willing to undertake. However, we
have made a good ctfort.

I share your concern. I came to the Government hoping we could
have some bolder reorganizations, Dealing with the realities of the
cituation, with some of the concerns of Congress and interest groups,
as well as the agencies themselves, T think we have made good
progress.

In fact. I intend to document that progress because I think it would
be of interest to this committee, It certainly is going to be of interest
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to me and the President to see what progress we have made in reor-
ganization. When it is all put together and documented, I think it
will be significant.

I will not go through this morning the litany of all the things we
have accomplished together, but it is a significant list.

Mr. Leviras. I would be very interested to see that, I think there
have been some changes which have been made and they are positive.
However, it has not been the type of bold effort

Mr. Brooks, Would the gentleman yield ?

Mr. Levrras. I would be happy to yield.

Mr. Brooxs. It might be well to submit a short memo in reply to
that question for insertion in the transcript of this hearing.

Mr, McINTYRE. We will do that.

[The material follows:]




92

REORGANIZATION AND MANAGEMENT ACCOMPLISHMENTS
OF THE CARTER ADMINISTRATION

With the assistance of Congress, the Carter Administration
has taken major steps to make government programs work better
in the following ways: (1) by requiring more efficient
management of the paperwork and regulatory burden imposed by
the Federal Government on citizens; (2) by carrying out
governmentwide reform of management processes to save money,
reduce delay, and provide performance incentives for Federal
workers; and (3) by addressing long~standing structural
deficiencies through reorganization.

I. Paperwork Reduction and Regulatory Reform

* Regulatcry Reform: The Carter Administration has

vigorously pursued the cause of regulatory reform,
Early in 1978, the President issued Executive Order
12044, which directed agencies to carry out a complete
overhaul in the.r regulation writing procedures. For
the first time, agency heads were required to:

(1) exercise direct oversight of all agency
rulemaking;

(2) permit real opportunities for public
participation in all agency rulemaking;

(3) analyze the costs and benefits of proposed
regulations, as well as alternatives, to ensure
the least burdensome approach;

(4) implement "sunset"” reviews of all existing
regulations, and

(5) ensure that regulations are written in
simple and clear English.

"Legislation codifying Executive Order 12044 and extending

its provisions to the independent regulatory agencies is now
before the Congress.§

The Administration has also initiated a number of targeted
regulatory reform efforts. Examples include deregulating the
airline industry and the Labor Department's elimination of
more than a thousand unnecessary health and safety regulations.
€rhe Administration is currantly pursuing deregulation efforts
in the trucking and railroad industries.
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Paperwork Reduction: President Carter has combined his
regulatory reform efforts with a b.ooad ef{.ort to reduce
government papecswork requirements. The Office of Manage-
ment and Budget estimates that this effort has reduced
the paperwork requirements imposed on the American public
by almost 15t., This fiqure represents an estimated
reduction of 125 million hours in the time the public
spends filling out Federal forms.

Reforming Covernment Management Processes

Civil Service Reform: One of the most far-reaching
of the President's government improvement efforts has
been the reform of our hundred-year-old civil service
system. Under this reform, Federal managers have been
given greatly increased authority, flexibility, and
incentives to manage the Federal workforce. Civil
Service Reform will invigorate and increase the
efficiency of the Federal Government by making it
possible to recruit, retain, and reward dedicated,
competent and productive Federal employees. In
addition, President Carter has this year proposed
legislation to reform Federal compensation rates,

Its purpose is to bring Federal compensation into
better line with that in the non-Federal sector.

Cash Management: The Carter Administration has
achieved very substantial savings through its Cash
Management Project. Under the leadership of Dick
Cavanagh of the reorganization staff, OMB initiated
3 governmentwide plan to upgrade and modernize the
government's cash management process. By managing
the government.'s cash more efficiently, we have
already saved the government $400 million. Next
year, we will save $2.2 billion through more timely
collection of cash payment OMB has recommended
/’further reforms that would Save an additional $10 billion.

Anti-Fraud and Waste Initiative: As a result of
legislation initiated by the House Government
Operations Committee and supported by the Administra-
tion, the President has established new Offices of
Inspector General in major departments and agencies.
These officials have been given special authority to
investigate evidence of yovernment waste and corruption.

BEST COPY AVAILABLE
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An Executive Group to Combat Fraud and Waste,

chaired by the Deputy Attorney General, has been
established to provide leadership and policy guidar~~
for our Inspectors General.

Advisory Committee Reduction: At the President's
direction, OMB has lead a governmentwide effort to
reduce the number of Advisory Committees in the
Government, many of which are obsolete, out-dated,

and inactive. From the beginning of 1977 to the end
of 1978, the number of advisory committees was reducer
from 1159 to 816 through this effort.

Eligibility Simplification Project: On December 13, :37:
President Carter directed OMB and DHEW to undertake a
comprehensive review of major public assistance programs
to find ways of simplifying the complex and burdensome
process of determining eligibility for these programs.
HEW and OMB are presently co-chairing an interag:2ncy
group examining eligibility requirements and processes
with three objectives in mind: to standardize Federal
requirements, to simplify the eligibility process for
the clients, and to assure consistent Governmentwide
implementation of policies regarding eligibility.

ITI. Structural Changes in Govermment

Energy: A Department of Energy was established to
ensure that responsibility for energy-related functions
will be vested in cne organization that can be h=1ld
accountable for Federal energy policy. On another
energy front, a special Federal Inspector for the
Alaska Natural Gas Transportation System has beon
created, and all Federal Government enforcement
activities pertaining to the pipeline project have

been transferresd to this new Office. For too lonc

now, industry has criticized the inability of governmert
to work constructively with them to expedite projects

of naticnal importance. We feel that the Federal
Inspector will effectively represent the public incer:zt
in this vital energy project. Finally, an important
part of the President's energy program involves

creation of an Energy Mobilization Board and Energy
Security Corporation to give the Federal Government

the necessary tocls to implement a successful nationa.
energy policy.
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® Education: The Carter Administration has proposed
and Congress has recently approved the creation of a
Cabinet-level Department of Education through consoli-
dation of over 150 Federal education programs. We
expect ¢ cation of the new Department will lead to
better management of education programs, reduce red
tape and duplication, and give education the voice it
deserves in government.

® Trade: This Administration has proposed a major
recrganization and strengthening of the Federal
Government's international trade functions. By
centralizing authority and improving coordination in
the trade area, this proposal will improve the Federal
Government's capacity to strengthen the export
performance and import competitiveness of U.S. industry,

Reorganization Plans: The Administration has sent 8

recrcanizatich plans to the Congress and had them all approved.

Executive Office of the President: Reorganization Plan
No. 1 of 1977 dealt vith the Executive Office of the
President. This plan reduced the number of units in the
Executive Office, reduced the size of the White House
staff, and set up an improved decision process for
domestic policy and Presidential agenda setting.

International Communications: Reorganization Plan

No. 2 of 1377 mergyed the U.S. Informatior Agency and the
State Department's Bureau of Educatioral and Cultural

Affairs into a new United States International Communications
Agency. This reorganization provided a more efficient and
objective setting for the carrying out of U.S. public
diplomacy and cultural and educational programs overseas.
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Civil Rights Enforcement: Rfeorganization Plan No. 1 of 1v78
consolidated the government's equal employment opportunity
enforcement activities. Its purpose was to both strenathen
civil rights enforcement and reduce jurisdictional ove-:a
and duplication, The President has also set up a new

civil rights unit in OMB to monitor civil rights enforce-
ment governmentwide.

Civil Service: Reorganization Plan No. 2 of 1978 split
the Civil Service System into an Office of Personnel
Management and an independent Merit Systems Protection
Board. 1Its purpose was to establish a clear-cut responsi-
bility for personnel performance and protection of
employee merit system rights.,

Disaster Assintance: Reorganization Plan No. 3 of 1978
consolidatued Federal disaster programs concerned with
civil, natural, and man-made disasters. Its purpose was
to make a single agency accountable for all Federal
disaster preparedness, mitigation and relief activities.
The success of this reorganization was demonstrated in the
Federal government's swift response this month to
communities damaged by Hurricane Frederick.

Pension Regulation: Reorganization Plan No. 4 of 1978
clarified the responsibilities of the Labor and Treasury
Departments for implementing the Employee Retirement
Income Security Act and reduced some of the red tape in
enforcement of this program.

Federal Inspector: Reorganization Plan No. 1 of 1979
has -onsolidated enforcement functicons related to the
proposed Alaska Natural Gas Pipeline under a single
Federal Inspector (described above).

IDCA: Reorganization Plan No, 2 of 1979 has combined
U.S. international development assistance prcograms into
a new International Develiopment Cooperation Agency.

Other reorganization proposals are pending. A bill overhauling
the Law Enforcement Assistanc> Administration and creatinyg a
National Institute of Justice is awaiting action in the hLouse.

Twu defense studies were initiated by OMB in cooperation with
the Secretary of Defense. Studies of the proper allocation of
functions performed by the Office of Secretary of Defense,
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Sgryice Secretaries, and Service staffs; the Naticnal
Military Command Structure; and Defense resource management
were completed in 1979 and recommendations are under
review, A study recnmmending improvements in the integraticn
of national security, foreign affairs, and arms control
golx:y was gomplete? in Septermber 1979 and is being reviewed
‘y'.:: Presu‘!ent.Foaﬂl"' vecommendatloar for PtFirm of Phe
y slvee 2nd precesses oF Fhe Schetive Suvvics Syrfem - -
blv.do’cj ‘Jfﬁb ’rqt{Jqft ‘u*’dtflo‘/u ’Aol.‘lf /0w 1978 Jrc
e -

“y whed ‘73¢>h»1 Resthes, the Dievelos Du"]nl- ot Mo

Conclusion S Jeefivn Sepolce 5"fu--

The President's reorgjanization and management program has not
merely shuffled boxes on an organization chart, nor has it
promised superficial, "quick-fix" schemes. It has, instead,
addressed long-standing inadequacies in both government
structure and management processes, We believe this program
has not only improved the present operation of the Federal
Government, but has also laid the goundation for sound
management practices which will serve our country well in the
future.
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Mr. LeviTas. Let me move into the specifics of this proposal that is
before us this morning.

For what it is worth. it would be my suggestion. as between a legis-
lative route and the use of a reorganization plan, that the administra-
tion consider using a reorganization plan with the type of prior con-
sultation—for which I commend you—that OMB has been doing, with
the opportunity during the hearings on a reorganization plan to have
any persons who have concerns come before this committee and make
suggestions. As you know, you can amend your plan. That would bear
fruit in a much shorter frame of time than going through a full legis-
lative enactment.

I would suggest that the reorganization plan, subject of course to
that very useful, well-known, ang effective one-house veto mechanism
which both the administration and I so strongly support, would be
the most effective way of doing it.

Mr. McIntyre, we are talking about improving U.S. trade. That 1s
what this is all about. In order to make sure we are accomplishing that,
I wonder if you could tell me what is the U.S. trade policy.

Mr. McINTYRE. Let me ask Mr. Heimlich to discuss with you our
trade policy and its embodiment in the MTN agreement. He has been
involved in this with the Office of the Special Trade Representative.

Mr. Levitas. Before you do that, let me read something to you.

Mr. McI~Tyre. Certainly.

Mr. Levitas, There was, as you know, a Joint Commerce-State Eval-
uation Committee several years ago which issued a report. In that re-
port they were critical of some of the mechanisms and relationships.
However, they also said in that report that, “There is a present lack
of a generally agreed or widely understood U.S. policy on the extent of
need for or the purposes of official export promotion.” That was what
the report said. It was endorsed by this committee in 1977 as an accu-
rate description of the lack of a U.S. trade policy.

Mr. Henpicir, Mr. Levitas, I think your question could be answered
at any one of a number of levels. I will try to answer it at the most gen-
eral and most simple level. T think if one tries to define all the details,
this exercise would take a good deal of time,

At a fundamental level our trade policy is one which is directed at
maintaining as open a trading system as possible but also assuring
that trade takes place on a fair basis. In other words, the basic economic
factors that ought to determine trade are given a chance to really de-
termine the trade flows.

As for how individual areas of trade policy relate to this, I think you
would have to go through that in detail and look at each one.

In the case of export promotion, last year the President announced
a national export policy. That policy is still valid today.

In the context of the MTN, the linkage between the agreements we
negotiated and the bill that Congress has passed and this general ob-
jective of maintaining an open system in which tiade can take place
on a fair basis is very clear.

Mr. Levitas, What percent of the U.S. gross national product is
attributable tc exports?

Mr. Hersnici. My guess would be it is on the order of 7 or 8 percent
today.

Mr. Levitas. How would that compare, for example, to West Ger-
many, France,or Japan?
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Mr. Hermricy. Among the Western countries we probably have the
lowest proportion of trade to economic activity of any country. We
could supply you with the details on =ome of these other countries.
My guess there would be we would be talking about percentages on
the order of 25 to 35 percent. '

Mr. Leviras, T wonld appreciate for the record. if it would be pos-
<ible, a comparizon of the percentage of gross national product
attributable to export trade between the United States, the European
ceonomie community countries, and Japan.

Mr. Brooks, That would be excellent. I'm sure it would be no trouble
for Mr. Melntyre's staff to s1pply that. It will moxt probably reflect
that the U.S, percentages are very small compared to European
economies,

Mr. Leviras, Thank yvou. Mr, Chairman.

[ The material follows:]

EXPORT NI aRE OF GROSS NATIONAL ProprceT, 1978
UNITED STATES—JAPAN—EUROPEAN COMMUNITY

1978 crports percent GNP

Percent
United States_ e 8.3
JADAN e e e 1L 7
European community :
P ranCe o e 19.9
Germany (Federal Republic) .. o oo o e 27.0
Italy . _._____ e e e e e, 24.6
Netherlunds . e 47. 4
United KIngdoWo o e e e 27.6

Source : International Finaucial Statistics, IMF,

Mr. Hersacu. Excuse me Mr, Tevitas, I would like to comment on
that,

There are reasons why that percentage is small, It ix not simply
because we have been negligent in trving to promote exports, but
because we have the largest market. It is also because we are very
self-suflicient in farm goods and mineral resources, Therefore, we
have a much more favorable base for our domestic economy than
most countries. .= a result, trade is not as necessary to us as it is to
other countries,

Mr. Brooks, We understand: but that is not particularly true now
when we have a =ubstantial defieit in our foreign trade. We uare spend-
ing $.0 or $60 billion for fuel. Therefore. now our imbalance is a
serious problem for us, We have to give greater emphasis to programs
and policies which encourage export.

Mr. Heisricn, Mr. Chairman, you are very correet in that, In the
past 5 years it has become twice ax important in terms of our total
economic activity asit was in the past,

This reorganization proposal is directed at recognizing that realily
and meeting the challenges that ereates,

Mr. Leviras. Mr. MeIntyre. am I correct that when the plan or bill
relating to this comes before the committee vou will supply us with a
chart showing the structural realinements, the transfers, and how the
new structure is proposed to look as compared to where it is today?

Mr. McIxtyre. Yes, we will. All of the attendant backup informa-
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tion that is required or necessary to support those changes, including
the personnel transfers and costs or savings invulved, will be supplied.

Mr. Lrviras, This committee has issued two reports in the past 2
years, One was entitled, *The Effectiveness of the Kxport Promotion
Policies and Programs of the Departments of Commerce and State.”
The other was a followup report, “Etfectiveness of the Export Pro-
motion Policies,”

In formulating this proposal that will come to us, has OMB care-
fully read and considered the findings and recommendations of these
reports ¢ If so, who in OMB¢

Mr. McInryre, The staff that did the basie study on trade reorgani-
zation would be the staff that would have looked at those reports.
Mr. Eric Hirschhorn, sitting on my right, is the individual who was
responsible for coordinating that statf work.

Mr. Lrviras. Mr. Hirschhorn, were these reports in fact carefullv
considered in formulating this proposal ¢

Mr. HirscirHorN. We examined them carefully at the very begin-
ning of our work on the proposal, which was in late 1977. Coincident-
ally, I was a staff member of this committee when they were originally
prepared and issued, although I had no involvement with them at that
time.

They played a large role in our initial decision te focus on, among
other things. the question of commerical representation abroad.

I could not claim to have read them closely recently. However, at
that time we did read them over, and they started us on one of the
paths that led to this proposal.

Mr. Leviras. May T suggest now that you are getting near the end
of the process that you might want to go back and take another look
to see whether there has been some response to this? I have recently
reread these reports. While not exhaustive. I think they do point to
some of the more eritical problems in the reasons why we have had. in
my opinion, a relatively poor export policy.

That leads me to the next question to which Mr. McIntyre re-
sponded earlier. On =everal occasions you referred to the field offices
of the Department of Commerce and how they are supposed to reach
out to \merican business and provide the intake for promotion of
export trade and tie in through the Department of Commerce to our
foreign commercial officers in other foreign-based. American Govern-
ment export promotion programs.

It 1s my impression from having spoken with a number of people in
the Department of Commerce, both in this country and abroad, that
these field offices are not really doing a very good job. There is not
much in the way of understanding by the American business com-
munity, especially small- and medium-sized business. as to what is
available to them and how they can get into the export business. It is
not working now in my opinion. I do not see anything in this proposed
reorganization that would change that. Tt just keeps it i~ place with-
out umproving it.

If you do not improve something out in the field dealing with small-
and medium-sized business. nothing is going to happen in Italy.

Mr. McINTYRE. You can improve things without moving them, In

this particular case. there were two primary considerations that we
took 1nto account in our proposal.
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First of all, by making trade activities a higher priority in the
Department of Commerce, making it a primary mission of the De-
partment, T think more attention would be focused upon the offices
around the United Ntates, insuring that those offices have the tools
that are necessary to do their jobs, The link from the companies in the
United States to the foreign markets through our commercial at-
tachés, being attached to the same Department, would provide the
communications flow that is necessary for both the commercial at-
tachés and the Commerce Department’s regional offices to be effective.
That was one primary consideration.

NSecond. by making trade a primary responsibility, it is our judg-
ment that there will be better information available through the beef-
ing up of the sectoral analysis functions in the Department of (‘om-
meree which provide information, facts and figures, to American
businesses.

The field offices will be an informational point on the MTN imple-
mentation and enforcement. They will explain to American business
what the codes mean and that relief might be available under those
codes,

By putting all of thes trade-related functions together in the De-
partment of Comineree, we will have better opportunities to provide
information to American businesses on how to get i.volved in the ex-
port business We really have not had that emphasis in the Depart-
ment of Commerce or any other department in t‘le Government of the
United States

As you may recall, Mr. Levitas, when you were a member of the
house of representatives in the State of Georgia the State was getting
into the business of inducing foreign businesses to come to the State
and also to promote exports from the State. It was very difficult to get
anybody in the Federal (Government to pay any attention or help us
get involved in export markets, to help the businesses of the State
understand how to get involved in the export business.

With this new structure and this new focus and emphasis on trade,
we can overcome those harriers and provide better information and
educational opportunities to American businesses on how to get in-
volved in international trade.

Mr. Leviras. That is a good point you make. As a matter of fact. in
recent vears States—not just the State of Georgia but many States,
such as Indiana—have taken very strong initiatives in promoting ex-
port of their State products and services.

T wonder if anyv attention was given in this new structure to estab-
lish a State-Federal coordinating effort so that everybody is not
running off in different directions and the resources of the State trade
departments and export agencies can be brought in as additional re-
sources in this program,

Mr. McIxTyre. The Department of Commerce has been working
very closely with the State people, particularly since the National
Governors Association has a committee on international trade. I do
not recall the exact name of that committee.

I believe there is more discussion and contact going on now between
Federal and State officials with respect to trade.

Mr. Levitas. One other probiem I have detected and to which our
reports have referred—and I have had on-site interviews with people
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at American embassies abroad about this—is the relationship between
personnel in the Department of Commerce and State Departinent
personnel, There 1= not always a good working relationship and a mu-
tual respeet for rexponsibilities between these people.

Does this reorganization plan in any way address that ?

Mr. McInxryre. It is hard to address interpersonal relationships
through structure. "To a large extent that depends upon the focus and
the mission of the departments involved and the degree of emphasis
to which those departments’ responsibilities are given in the daily con-
duet of the Grovernment s business.

With this new emphasis upon implementing and executing the
MTN agreements and export promotion, 1 certainly think the com-
mercial attachés will have the respect and develop the interpersonal
rclationships that ave necessary to carry out these new and important
responsibilities

Mr. Levrras, Structurally thinking, what do you think about the
idea of having the Department of Trade and Commerce establish its
own Foreign Service classifieations?

Mr. McIxTtyre. Perhaps something like that will be necessary to
have some type of Foreign Service oflicer concept for the commercial
attachés, mavbe a commercial officer status, That may very well be
in order.

In the near term we would want to give those people who are cur-
rently Foreign Service oflicers the opportunity to serve their time and
then move back into the Foreign Service if that 1s their desire. Even-
tually over a period of a few years we will build up a corps of cominer-
cial officers that rvelate directly to the Department of Commerce.

M .. Levitas. In addition to the concept of a Foreign Service in the
Conunerce Department for foreign commercial ofticers, there should be
some consideration given, as I understand it, to State I’)epartment per-
sonnel who perform commercial functions under the direction of Com-
merce and then would be allowed full eredit in terms of the State
Department promotion process.

Mr. Mclxryre. Initially, it is particularly important to protect those
Foreign Service oflicers who desire to remain in the Foreign Service
after they complete their tours of duty as commercial attachés,

Mr. Levitas. T mentioned earlier the need to emphasize, in my
opinion. the small business aspect. Is there any consideration in your
plan to involve the Small Business Administration

Mr. MeInrtyre. In tevms of the effort to involve small businesses in
export activities or in trading activities, informing them of their rights
under the MTN agreements, that would be carried out by the current
Commerce Department field structure,

The Small Business Administration is not on the Trade Policy Com-
mittee, We do not think it should be on the Trade Policy Committee.
However. we do think that SBA’ current relationships with the De-
partment of Commerce in the field of export promotion are satisfuctory
and we plan to keep that relationship between these two executive
branch agencies,

The key link for small business, in my judgment, will be through the
domestic field structure which relates to all business in this country.
As vou well know, Mr. Levitas, many of the larger, international firins
could probably teach Government officials a fev things about interna-
tional trade.
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Mr. Levrras. That is right, That is one of the reasons medium-sized
and small businesses need more help from the Government.

Mr. McInTtyre, Therefore, one of the real benefits of this new em-
phasis on international trade ought to be to small businesses. I think
it will. By enhancing the domestic field structure and giving it some
relationship to the commercial attachés, we will improve that service
to small businesses and provide them with this link to export promotion
activities,

Mr. LeviTas. 1 will not go through any more of these recommenda-
tions, I again urge you to look at them because there were some very
specific recommendations about the very thing you are talking about.
It. would be unfortunate if they were not evaluated at this point.

My last question gets back to the one I asked at the outset.

My main concern with the plan that you are talking about is that by
giving the STR primary YO icy responsibilities in developing trade
policy and yet leaving implementation in the success of that policy to
the Department of Trade and Comimerce is going to create a number of
problems, not the least of which is what I consi%ler to be a fragmenta-
tion between policy and success of that policy.

Even more sign:ficantly, the people who will be on the staff of STR
will be dealing with the great macro issues of international trade and
not with the nuts and bolts and concerns of how you manufacture a
widget in Doraville, Ga.. and sell it in Paris, France. That is where the
trenches in this battle are going to be found.

By having policies for which there is no responsibility for success
being made by people who have broad global concerns, we are going to
miss the ball and the ball game.

Mr. McIstyre., However, Mr. Levitas, the policy will not be made
just by people who have broad global concerns. On the Trade Policy
Committee, which will be chaired by the STR. there will be people who
are responsible for implementation of the policy. That is the key factor.

I would make two quick final points,

One, this process worked well in developing and negotiating the
MTN agreements, It worked exceedingly well. That is why we are try-
ing to pattern the propozal along the strncture that we developed to
deal with MTN,

Finally, there ix no way ihat you could consolidate in one agency all
of the trade-related functions in the Federal Government, There will
alwavs be ~ome trade-related functions being implemented by some
other department. If you tried to con=olidate thenr all. T do not think
the Congress would agree to it. You will always have some split be-
tween policy and implementation.

We have tried to make the split somewhat reasonable and appropriate
so that we can implement and enforce the MTN codes and provide
better export promotion and opportunities for \merican husiness.

Mr. Brooks, T recognize the gentleman from Florida, Mr. Fuqua.

Mre, Froua. Thank vou, Mr. Chairman,

Mr. MclIntyre, let e welcome vou here. I certainly support the
objectives that you have of trying to foster greater trade. particularly
exports from the United States, and working with the States and those
businesses that are prepared to participate in the export market, I do
have a couple questions,
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A year or so ago when the DPresident announced the increased im-
port of beef into this country T registered some concern with Ambas-
sador Strauss at that time about the decision. T want to point out T was
led to believe—not told—by Ambassador Strauss that no decision ap-
peared to be forthecoming in the near future. Then. lo and behold, some-
one called from Florida saying they had just heard on the radio that
the President had announced the increase inimports,

I am ~omewhat concerned about the decisionmaking process, If this
i~ going to continue under this reorganization plan. how is that to
operate?

I have known Ambassador Strauss for some time. T want to point out
that Tmight not have asked hin the right question.

Mr. MeIntyre. Under the proposals the Special Trade Representa-
tive would continue to be responsible for the coordination of those pol-
ieiex, The specific responsibilities that are currently vested in STR
with respeet to waivers would remain with STR.

‘The key activities in the (Government that deal with import relief
that we are recommending be transferred are those in the Treasury
Department that relate to antidumping and countervailing duties and
some of the functions in the ITC.

The functions that the STR currently has with respect to waivers
would continne to reside there. We are not enhancing anyone’s author-
ity with respect to that. We are simply tryving to provide a mechanism
in the implementation of MTN responsibilities to see that they are
properly enforced both at home and abroad and to provide for protec-
tion from unfair import competition.

Mr. FrqQua. Therefore, the President could still change import regu-
lations whenever he deemed it appropriate?

Mr. McINryre. The Congress has already given him authority to do
that through the Office of the Special Trade Representative. In the re-
organization proposal we are not trving to enhance or diminish such
authority.

Mr. Frqua. T know many times negotiations with other countries
are carried on in a private consultation. T can appreciate the fact that
that is necessary in many cases. However. many times industry feels
somewhat as though thev are left out,

T know the citrus industry in Florida has been very much concerned
about the inability to export to other markets. It puts them in the posi-
tion of heing totally outsiders in the bargaining process.

Ts there anything whereby industry, labor, and perhaps even the
Congress could be kept informed about the progress, or lack of prog-
ress, in negotiations that may be going on?

Mr. McIntTyre. Absolutely. There are a number of advisory commit-
tees that exist to provide the input from business and labor. We see
those advisory groups continuing.

In addition to that. let me point out I do not foresee. as T said
carlier. any major multilateral negotiations taking place. T think the
MTN agreement will serve as the basic trade agreement for this coun-
try for number of years to come,

There will be come individual negotiations that will be required to
follow up in the implementation process of the MTN agreement. There
will always be negotiations going on with respect to agricultural com-
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modities. In that process we will continue to involve the atfected inter-
est. groups, particularly through the advisory committee process.

Mr. FuqQua. Thank you, Mr. %hairman. :

Mr. Brooks. Thank you, Mr. Fuqua. I want to remind you of the
conference this afternoon at 2 o'clock. I hope you can join us.

Mr. McIntyre, we appreciate your coming. We will be watching with
interest your developments in this arca.

Mr. Heimlich, we appreciate your coming here and making a contri-

bution. You represent a very distinguished Texan, Mr. Strauss, for
whom I have the highest regard.

Eric, we are glad to see you again.

Early in September we will review legislation already submitted and
hopefully provide an opportunity for interested Members and others
toexpress their views on the proposed changes.

Without further ado. the subcommittee 1s adjourned.

[Whereupon. at 11:38 a.m., the subcommittee adjourned, to recon-
vene subject to the call of the Chair.]
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The subcommittee met. pursuant to notice. at 10:30 a.m., in room
2154, Rayvburn House Office Building, Hon. Jack Brooks (chairman
of the subcommittee) presiding.

Present: Representatives Jack Brooks, Dante B. Fascell, <Tlliott H.
Levitas, Frank Horton, and John N. Erlenborn.

Also present: Eugene F. Peters, staff director: William Jones, gen-
eral counsel: Elmer W, Henderson, senior counsel; Don Stephens,
professional statf member: Cynthia Meadow. professional staff mem-
ber: Wilson Abney. professional staff member: John M. Duncan. mi-
nority staff director; and James L. George, minority professional staff,
Committee on (rovernment Operations,

Mr. Brooxs. The committee will come to order.

Reorganization of trade functions in the executive branch is still a
matter of keen interest in the Congress. Nine bills are pending at this
time. In addition. the administration has submitted an informal pro-
posal for discussion and has indicated that a formal proposal for trade
reorganization soon will be submitted to the Congress.

These pending, proposals advance four distinct alternatives for re-
structuring the executive branch.

One, creation of a new department which would include functions
of the Special Trade Representative,

Two, enlargement of the Commerce Department drawing interna-
tional trade functions from other departments and agencies and in-
corporating all STR functions:

Three, enlargement of the Commerce Department while retaining
the STP in the Executive Office of the President, and

Four. creation of a new agency incorporating STR functions and
some trade functions.

Whether the administration’s formal proposal is submitted in the
form of legislation or a reorganization plan, the Subcommittee on
Legislation and National Security and the Government Operations
Committee will have jurisdiction over this important matter.

We have, therefore. invited all of the sponsors of trade reorganiza-
tion legislation in both Houses to testify today to give us the benefit
gf the}ilr «nsights and experience with trade functions in the executive

ranch,
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Further, we have extended a similar invitation to committee and
subcommittee chairmen who have jurisdiction in areas that would be
affected by such legislation.

The first witness that we have today is Gillis W. Long, our colleague
from Louisiana. He has served in the House for nine terms following
distinguished military service. He has served in the Federal Govern-
ment in various legal capacities; and as Assistant Director of the
Office of Economic Opportunity. In addition he has engaged in the
private practice of law.

As cochairman of the Joint Economic Committee—Subcommittee
on International Economics, Mr. Long has a strong irterest in the field
of international trade. He sponsored H.R. 4995, which would create
a special trade agency.

We certainly welcome you here today. I want to hear your views.
But before that, Mr. Long, may 1 recognize the r.rking Republican,
our distinguished friend from New York, Mr. Horton.

Mr. Horron. Thank you, Mr. Chairman.

I also join with you in welcoming Gillis Long. I was born in Texas.
My family moved to Baton Rouge, La., when I was a youngster of
6 orL 7. 1 went to school in Baton Rouge, 1> on Rouge High Schocl and
LSU.

Our good colleague from Louisiana is a graduate of LSU. So, we
have had some mutual interests over e years that we have been in
Congress,

The other ix, he came here in the 8 . Congress, So. we share some-
thing else in common.

I have admired his record and admired the way he has hardleg him-
self in the Congress and in the other positions that he has held in the
Government. I have a great deal of respect for him. I am happy he is
here to testify before us.

Mr. Chairman, the reorganization of this Government’s varicas
agencies concerned with foreign trade into a more rational struccure
is undoubtedly one of the most important reorganization tasks we
have faced.

We literally have offices and agencies, all concerned with some as-
pects of trade, spread all over town. Perhaps more important, foreign
trade is becoming increasingly more crucial to our economy involving
billions of dollars and millions of jobs.

We export about 16 percent of everything we grow, some 4.3 million
American jobs now depend on U.S. exports, and overall trade now
accounts for about 15 percent of our gross national product.

Finally, many economists feel that increasing foreign trade will be
the only way this country can truly grow. In short. foreign trade and
trade reorganization are very, very important.

Therefore. I am very pl ased that, for a change. we have the oppor-
tunity to look at a wide spectrum of proposals. Al! too often we have
only had one plan to work with, but now we have several ranging from
what could be called full consolidation as proposed by Senators Roth
and Ribicoff. to a beefing up of existing agencies as suggested by our
colleagues James Jones and Bill Frenzel to what might be considered
the middle ground of making the Office of Special Trade Representa-
tive a separate agency as proposed by another of our colleagues, Gillis
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Long. There are more proposals that are equally sound in their
approach.

1 approach these hearings with no predisposition to any of these
plans, but only to choose what is the best of each.

Mr. Chairman, I look forward to hearing from our colleagues on
their proposals and again join with you in welcoming Mr. Long.

Mr. Brooks. Thank you very much.

The gentleman is recognized.

STATEMENT OF HON. GILLIS W. LONG, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF LOUISIANA; ACCOMPANIED BY
WILLIAM MORGAN, MAJORITY COUNSEL, JOINT ECONOMIC COM-
MITTEE; LEANITA SHELBY, LEGISLATIVE ASSISTANT; AND RAY-
MOND AHEARN. TRADE SPECIALIST, LIBRARY OF CONGRESS

Mr. Lox:. Thank you very much, Mr. Chairma, . Thank you for your
kind remarks. Thank you, my friend, Frank Hcrton, for your kind
remarks.

I do appreciate the opportunity to testify before your subcommittee
this morning on behalf of legislation 1 have introduced to reorganize
the trade functions of the United States.

At the witness table with me are Bill Morgan, the majority counsel
of the Joint Economic (Committee; Leanita Shelby, my legislative
assistant; and Ray Ahearn, a trade specialist from the Library of
Congress.

In keeping with tiie Library’s policy, of course, Mr. Ahearn’s pres-
ence is not an endorsement of my legislation, but I did ask him to be

resent as a specialist in the event you have technical questions that
may not have answers to at the tip of my fingers.

I also must confess that this is a little bit unusual an occasion for
me. Ordinarily I am on the other side of the dais. listening to testimony
from my colleagues before the Rules Committee.

As I am sure you know, Mr, Chairman, I do not usnally take the lead
in introducing legislation. I have done so in the past only in areas which
I thought required immediate action. and only in areas about which
I felt very strongly. Trade reorganization is one of those rare areas.

Let me start off by stating that I am not an expert on the details and
subtleties of technical trafe questions. T think I can claim some ex-
perience, however, on broader questions of international economics.

As cochairman with Henry Reuss of the Joint Economic Commit-
tee’s Subcommittee on International Economics. T have the oppor-
tunity to observe firsthand the disarray caused by our country’s lack
of an efficient, centralized manner of ‘dealing with negotiations, en-
forcement. and policy in a consistent, systematic fashion.

Over the course of the past couple of years. our subcommittee has
had a chance to look rather closely at the problems associated with
export policy. and my legislation stems directly from the concerns
expressed by witnesses at our hearings.

Equally important in helping to form my perspective on what needs
to be done about trade reorganization, I think, is my past experience
as a corporate attorney and as an investment banker, together with my

experience as a congressional staff member and as an official of the
executive branch of Government.

52-189 0 - 79 - 8
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The sum total of this experience, Mr. Chairman, has directed my
efforts in dealing with problems we all face as Congressmen. I am
interested in results. I believe in problem solving, not conflict avoid-
ance. I believe in practical solutions, above all else, that work. A work-
able framework is what I have tried to produce in H.R. 4995,

I don’t think it is necessary to go over again the statistics that make
trade reorganization imperative, We are all aware of our country’s
trade deficits, of our declining share of the world trade market, of
the erosion of the dollar. and of the effects of our trade performance on
wir rate of inflation.

Trade reorganization is no panacea. It will not cure inflation. It
will not solve our problems of capital investment or of declining rates
of , xl‘IO(}uct.ivity, or of declining rates of growth in the GNP. But it
will help.

There is general recognition that trade reorganization is of critical
ymportance. What is being contested. these days, is the manner in
which our trade functions ought to be carried out.

In brief, the legisiation that I have introduced will accomplish
the following objectives:

It will retain Cabinet-level status for the Special Trade Representa-
tive.

It will make the STR not only the chief trade policy coordination
officer of the United States, but it will make the STR the chief trade
policy development officer. as well.

It will expand the duties of the STR to include enforcement against
unfair trade practices and will increase his responsibility for all trade
negotiations.

In addition. under H.R. 4993, substantial trade responsibilities
would be transferred out of the Departments of State and Treasury,
and to this extent thc bill is not inconsistent with the proposal offered
by the President.

The President’s proposal, as you know, also calls for rather exten-
sive changes in the way that our trade functions are performed. I
think it is fair to say that we ag:ae substantially on objectives, but we
differ greatly in approach.

While it 1s important to consolidate negotiation functions in the
office of the STR, and to transfer the slots of commercial attachés
out of State, and the enforcement functions out of Treasury, it seems
to me that the President’s plan is otherwise flawed, and in a funda-
mental way; that is. it appears to me as though the purpose of reor-
ganization has been lost somewhere along the way.

The purpose of reorganization—QOMB’s mission notwithstanding—
is not to abolish the jobs. or to save the jobs, of several hundred Fed-
eral employees. Nor is it to work out a compromise to solve internal
political problems between competing Cabinet-level offices.

The purpose. I submit. is to develop a rational consistent and strong
overall national trade policy for our country. and to establish the func-
tional offices that will make our policy successful. :

The ultimate purpose is to help business in our country to comgzte
for our fair share of the world trade pie. That, I suggést, is the bot-
tom line justification for reorganization.

Mr. Chairman. we all know what some of our trade organization
problems are. Trade has been a stepchild of foreign policy. of mone-
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tary and investment policy, and of many other diverse and competing
policies. There has been no centralization of authority, nor of responsi-
bility, and consequently, no direction,

Foreign trade has been the responsibility of everyone, and has con-
sequently been the responsibility of no one, If this situation is allowed
to continue, trade functions will deteriorate into a battle for political
turf, the purpose will become lost, and we will defeat ourselves with
bureaucratic squabbles and resentments.

In my opinion. the division of responsibility and authority for trade
matters that is an inherent part of the OMB proposal virtually guar-
antees conflict and turf battles in at least two areas—between the
Trade Policy Committee and the STR in the first instance. and between
the Department of (Commerce and the STR in the second.

Let me illustrate. The proposed Trade Policy Committee, according
to OMB. will be responsible for trade policy development, and the
STR will be responsible for trade policy “coordination.”

Mr. Chairman. my experience in both the public and private sectors
has assured me of one thing, and it is this: Strong policy initiatives
will never come from a committee that is composed, by definition, of
competing interests,

Policy “coordination.” without centralized authority for decision-
making. in mv judgment, has a way of becoming just another way to
pass the buck.

The legislation T have introduced. indeed, calls for a coordinating
council that is in many ways similar to the one envisioned by the Presi-
dent. with this chief difference: It is a forum in which the legitimate
trade-related concerns of the various executive departments can be pre-
sented and articulated, but it is not a forum which can or will take
precedence in the development and formulation of trade policy. That
fn'llr‘wtion. under H.R. 4995, is the province and responsibility of the
STR.

Officials of OMB have stated repeatedly that it is important to retain
the STR’s reputation as a “fair broker” between competing interests
in the various depart.aents at any cost. I strongly disagree. In my
opinion. the U"nited “tates needs a trade advocate much more than it
needs a trade arl iter.

We have had =o - any arbiters over the years between the conflicting
interests that we "'2.v ended up with no policy at all.

What the administration is proposing to you in its reorganization
bill. is a continuarion and even a further division in that regard which
will d » nothing but lead. in my opinion. to conflicts,

If interagency trade disputes cannot be worked out by negotiation
and consultation throueh the Trade Coordination Council, then the
STR will have responsibility to resolve the question, Tf there is still
strong policy disarreement. the parties can always take the subject to
the President. He is, after all, the ultimate arbiter for his
administration.

1think we recognize matters of that magnitude are not going to he a
dav-to-day matter. and it is going to take a relatively small amount of
his time.

Not onlv i< there a elear and apparent conflict between the policy
role £ the TPC and the STR under the President’s proposal but there
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is studied vagueness and equivocation about where the ultimate respon-
sibility for trade resides.

Which Presidential appointee is the ultimate trade voice of the
United States under the OMDB proposal ? Is it the STR ¢ The Secretary
of Commerce ! The Under Necretary of Commerce for Trade?

I have posed these questions before, and so have others, The response
can be characterized charitably, as evasive, For example, at a hearing of
the Trade Subcommittee of the Ways and Means Committee last
Thursday. OMB was asked the following question : Who is going to be
leading the whole trade effort ?

The OMDB spokesman replied to this effect : The Commerce Depart-
ment will have Jead responsibility for export promotion, The Trade
Policy Committee will have responsibility for coordinating policy. The
STR will provide the best process to develop trade policy.

Gentlemen, I ask you. w}m ixin charge? I don’t know, and 1 can’t tell
from a structural reading of the proposal by OMB.

I suggest that the reason no straight forward answer has been forth-
coming 1s because it would foree the administration to make some un-
pleasant politicar decisions.

If the answer is the STR. then the new Department of Trade and
Commerce hecomes, by definition. secondary in importance to the
(Cabinet-level STR,

If the answer is, instead. the Seceretary of Trade and (CCommerce, or
the Under Secretary, then I expect that such a response will provoke
some rather lively congressional comment,

I also cuspect that OMB, at least for this administration, has already
determined that the Department of Commerce, and not the STR. will
be the agency that speaks for trade interests at the (Cabinet level.

We have had a chance to look at the internal reorganization of the
Commeree Department only since it was publicly aired at last
Thursday’s meeting before the Ways and Means Subcommittee on
Trade.

I think the members of thix committee will find that proposal strik-
ing in its implications, It appears to me that OMDB and Commerce have
already staked out Commerce as the agency to carry the burden of
argument against foreign policy interests of the State Department,
against the financial bias of Treasury, and so forth,

If the past really does ~erve as prologue to the future, then I suggest
that this will be no contest at all, The Commerce Department simply
doex not have the stature or the clout of State, or Treasury, or Energy,
or Justice, nor does it have the clout of an expanded STR with an
enhanced role,

Mr. Chairman, T am reluctant to make the following observation be-
ause it 18 inherently unpleasant, But it is nevertheless one that is
widely shared and one that goes to the heart of the matter.

Unfortunate as it may be. few people either on Capitol Hill or in
the private sector have any historical confidence in the ability of the
Commerce Department to conduct U.S. trade policy effectively or
efticiently. and there is little prospect for an overnight change in
attitude,

I do not mean to condemn out of hand the many fine and dedicated
men and women who work for the Department of Commerce. T have
nothing but the highest regard for Secretary Kreps and Mr. Hodges,
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both of whom have performed remarkably well, given the difficulties
they have faced,

There are many other resourceful employees of Commerce whom I
respect and admire. several of whom, incidentally, are personal friends
zm(ll staff alumini of the Joint Economic Committee, I have had the
privilege and honor of working with them over the past years.

In many ways the Department of Commerce is itself a vietim of the
existing svstem. hut the ill-conceived proposal offered by the adminis-
tration would not cure the problem, it would make it worse by starting
new battles over new tnef in new areas,

[ tind it diflicult to accept that we are seriously considering trying to
solve our trade problems by turning over a major portion of trade
responsibility to a department that is weighted down by dozens of
diverse mission=,ax well ashy bureaucratie lethargy,

Mos=t of my testimony this morning hax centered on the organiza-
tional and management difliculties that T think are an integral part of
the OMB proposal. A second. related area of major disagreement is
the proposed location of the enforcement mechanism involving dump-
ing and countervailing duties,

I agree with the sentiment expressed in the OMB proposal that
enforcement ought to bhe removed from Treasury. For whatever rea-
sons—Ilack of priorities, lack of funds, lack of centralized direction,
lack of personnel—the Treasury Department has simply not per-
formed it duties properly in this field.

This is a view that is widely shared in C'ongress, and by both the
business and labor communities. Tlowever Treasury might perform
in the future nnder revised congressional mandates, the Department
<simply does not have the confidence of its constituents or of Congress
in this area,

The «ame arguments against enhaneing the role of Commerce in
trade poiiey development, T believe, apply equally to unfair trade
practice enforecement, The problem, as one witness observed last week.
1s that the OMB proposal places the resources where the expertise isn't.

What the administration proposal fails to recognize is that enforce-
ment can be anegotiating tool, Control of that enforcement strengthens
the negotintor’s hand and increases the bargaining leverage for our
country.

To take that away is sort of like tving one hand behind him, He has
lost one of the st effective tools he could have in any negotiations,

I wonld like to make another point. Most trade observers agree that
conte ~wvailing dutiex and dumping caxes will be the major sphere of
eriforcement activity in the coming decade,

In my opinion. proper and evenhanded treatment of enforcement
cases—in an cfficient fashion—is best placed in the hands of a strong
trade repre<entative whose interest is the legitimate protection of U.S,
business and labor against truly unfair and predatory practices of
sonie of onr trading partners,

[ <uspect that the real reason that enforeement funetions are trans-
ferred to Commerce under the administration proposal involves num-
bers more than it does poliey.,

If the STR must remain in the Executive Office of the President,
then clearly the President cannot accept the number of people in the
EOP that would have to be transferred from Treasury.
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Removing the STR fron. the Executive Office, on the other hand,
woulld help to solve the numbers game we are all sometimes compelled
to play.

I\Id)r. "Chairman. I stated at the beginning of this presentation that
H.R. 4995 is a practical approach toward resolving our trade organiza-
tion difficulties, It is not perfect. It lies somewhere between what the
President has suggested and the various proposals that have been
offered for a new Department of International Trade and Investment.

In the best of all possible worlds—despite our sometimes unfortu-
nate experiences with the creation of new departments—I would still
prefer to see us establish a new Department of Trade, That is clearly
not presently an attainable goal because of both congressional and
Presidential opposition.

Yet the need to develop and to implement a comprehensive and
consistent trade policy remains a compelling objective. (ziven the con-
straints. I believe that FLR. 4995 is the best legislative vehicle to
achieve that goal. We must remain open for discussion and improve-
ment of the measure,

Except for the central thrust of responsibility, I am willing to con-
sider any number of variations to the proposal. Ex-officio membership
on the Export-Import Bank by the gT , for instance. rather than
the Chair, 1s an acceptable alternative. On details such as this, I think
we can all afford flexibility.

At the same time, I would be derelict in my responsibility if T did
not candidly express to you my unrelenting opposition to the OMB
proposal as it is presently constituted. I think I can say that there are
others who are similarly inclined.

I, for one, do not believe that just anv reorganization is better than
what we have now. Acceptance of the OMB proposal, as it now stands,
will make matters worse, in my judgment, because it will defuse con-
gressional efforts to make some sense out of, and to bring some order
to, the conduct of trade relations.

In the final analysis. gentlemen. under the Constitution the conduct
of trade is the responsibility of the Congress. It is up to us to deter-
mine how and by whom the trade interests of the United States should
be represented.

It 1s up to us to determine whether the representation can best be
carried out by Commerce, whose past performance has been neither
aggressive nor impressive, or by the STR, an agency which has a
deserved reputation for efficiency and effectiveness.

I thank you for your attention. T will be happy to try to answer
any questions that you may have, as long as you recall my first admoni-

tion: that is, when it comes to the technical aspects of this, I do not
hold myself out as an expert.

Thank you, Mr. Chairman,

Mr. Brooks. Thank vou very much, Mr. Long, for a definitive state-
ment. It certainly is helj:ful to us as we try and hammer out some kind
of improvement in our trade operations,

What steps wonl ' the administration have to take to make its re-
organization more compatible with your legislative proposal{

Mr. Loxa. Well, frankly, Mr. Chairman, T am not sure that it can.
The discussion my staff has had with OMB to date has been less than
fruitful in finding any common ground. We have been told in effect
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that when it comes to the major areas of disagreement, which is the
centralization of authority and the centralization of responsibility.
that OMB has assumed a take-it-or-leave-it type of posture.

I might add that this is not really the posture that I expected the
OMB to take. particularly in view of its promises of consultations and
congrressional input when they appeared before vour committee 114
months ago.

Mr. Brooks. They consult a lot, They don’t accept new viewpoints,
but they do consult.

Mr. Loxe. My definition of consultation leans more toward yours
than toward just sitting down and talking.

Mr. Brooks. Now., if it is passed by (‘ongress. how would your pro-
posal. Mr. Long. enhance the trading position of the United States in
international commerce ?

Mr. Loxa. T think, again. we have to recognize. at least in my view,
that the United States doex not at the present time have a trade policy.
Trade relations and negotiations are often subjected to nontrade inter-
ests, I guess that is to some degree inevitable, given our pluralistic
form of government.

Unfortunately. trade implementation is uneven: it is inconsistent,
For example. our posture toward totalitarian regimes is certainly
inconsistent, It is sometimes all right to trade with totalitarian re-
gimes, and the next day it is not all right to trade with them.

ANl T am <aving is that somebody needs to be able to make sense out
of our trade posture. and the somebody. under my plan, that Congress
can come to and say. “Why haven’t you done something about straight-
ening this mess out " is the STR.

The bhasic shortcoming of the OMB proposal is that there is nobody
in that position,

Mr. Brooks. Mr. Long. the Stevenson bill, S, 1493, calls for enlarge-
ment of the Commerce Department by transferring some trade func-
tions from other departments and agencies and incorporating all Spe-
cial Trade Representative—STP—functions within the enlarged de-
partment.

Now, what problens do vou see in this approach: that is, a single
department which includes the STR.

Mr. Loxe. Welll if vou study the history. Mr. Chairman, of this
whole problem. we might be recreating the problems which tl.e STR
was established to solve in the first place.

T am afraid if we do that, it is going to effectivelv reverse the direc-
tion that Congress has dictated for trade function and policy since
the time of the creation of the STR.

Now, vou know STR was created in 1963 to help eliminate the
rivalries that existed, and the coraplaints from competing factions that
the U8, trade interests were not heing adequately represented by one
of the departments,

If we were now to lump all these trade elements. including STR, into
the Department of Commerce, with the kind of constituencies with the
Department of Conmmeree already has, we would raise a serious ques-
tion as to what happens to the legitimate trade interests of depart-
ments such as Agriculture and Treasury and State and Labor, and
open up exactly the same questions that we had hoped that we resolved
by the creation of the STR in the first instance in 1962.



1NN INENEEE s

116

Mr. Brooxs. Mr. Horton ?

Mr. Hortox, Thank you, Mr. Chairman.

Many people feel that the STR has to be in the White House for
;)wn reasons—one. to have more clout, and two, to be a so-called honest

roker.

Do vou think a separate agency would have the necessary clout to be
preceived as an honest broker?

Mr. Loxe. As 1 said, Mr. Horton, I am not sure what we need is an
honest broker, in the first place. I think we need an advocate.

I think if the responsibility is given to the STR. the very fact that
he is not sitting there in the Executive Office of the President, right
there, wouldn't particularly concern me.

I don’t think that it in any way impedes Mr. Miller’s ability as the
Secretary of the Treasury, that he is downtown rather than sitting
there in the White House. T think it is a question of what his responsi-
bility is, and what authority he has been given to carry out that
responsibility.

Mr. Horrox. Mr. Long, since the Special Trade Representative does
have Cabinet rank. wouldn’t your bill in essence create a new depart-
ment ?

Mr. Loxa. Well, not really. Tt comes about as close as T ecan to it
without doing it.

Mr. Horrox. How do you compare vour approach—and T have
heard your criticism of the administration—how do you compare your
approach with the so-called Roth-Ribicoff approach, and the Jones-
Frenzel approach?

They are here now and they are going to testify on their proposals
in a moment, but I just wondered how your proposal compared vis-a-
vis those proposals. _

Mr. Loxa, T think mine is a middle ground from these two positions,
with a movement toward perhaps strengthening authority and re-
sponsibility in one particular individual, so that it is more clearly
definable than is suggested in what Mr. Jones and Mr. Frenzel have
proposed, and perhaps nearly what has been proposed in the bill that
1s being considered by the other body.

Mr. Hortox. You don’t transfer the functions nut of Treasury into
Commerce, do you. in your approach ¢

Mr. Loxe. We would propose that they be transferred out of Treas-
ury into the Office of the STR. Insofar as transferring functions out
of Treasury. my proposal is similar to the proposal set forth by OMB
representing the President’s position.

Mr. Hortox. There is some concern about transferring those over
to the Department of Commerce, but you would set up a new agency
which would accept those responsibilities that are now in Treasury.

Mr. Loxe. That is correct. T think in addition to an organizational
structural problem. there is a very serious morale problem involved in
the event a transfer to Commerce 1s attempted.

Mr. Hortox. One of the problems we have in this business or reor-
anization—we have seen it time and time again, in my 17 years in the
ongress—is that anytime you try to move anything out of an agency,

you start stepping on toes, and then you cannot get anything done.

Mr. Loxa. T think it is interesting, Mr. Horton, that in the discus-
sions that we have had with some of the people involved in this is that
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they are not nearly as upset about being transferred to STR as they
are about being transferred over to Commerce.

I think that they are afraid this is a step uackward and that we are
moving back where we were before we created the STR, and that they
are Fom to be lost in the shuffle.

Mr. Horrox. But in working your plan through, you had the reac-
tion that there is not as much opposition to transferring it to a separate
agency as it would to transfer it over to Commerce, Is that correct ?

Mr. LoNg. Not nearly the strong opposition. T cannot say there is no
opposition, but. much less, Much less,

Mr. Hortox. 1 guess that if we all sat around a table and talked
about it, we would certainly all agree on the goal. that there is a need
to do something. The question is, what can youdo?

What we have to decide is what can practically be done. Normally,
as I say. when we get into these reorganizations and start talking about
transferring functions from a department like Treasury, you get some
pretty tough opposition. and it can make the whole thing go down the
drain and you end up with nothing.

That has happened time and time again, but it is your feeling that
if we got to that point. that yours would have less opposition and prob-
ably a better chance of getting through than those proposals which
transfer it over to Commerce.

Mr. Lo~ng. Mr. Horton, if the people T have talked to, who are in
ositions of responsibility in the associations that represent the af-
ected employvees—and I have no reason to think that they are not rep-

resenting the employees’ point of view—I can very definitely assure you
that this is the case, There will be considerably less opposition than you
would find if they were transferred to Commerce.

Mr. Horrox. Thank you very much.

Mr. Brooks. Mr. Levitas?

Mr. Levitas. Thank you. Mr. Chairman.

Mr. Long. your criticism, or part of your criticism. of the adminis-
tration’s proposal touches on an area that I have some concerns about,
and which I raised with Mr. McIntyre when he appeared before this
committee earlier; that is, I get the feeling that there is no one person,
would be no one person, in charge who could be looked to.

I am not sure that your proposal altogether eliminates that. Let me
put it in a little different context.

There is obviously the policymaking aspect to development of trade
policy. But then you also have the essential aspect of implementation
of that policy in this country and overseas at much lower levels of the
bureaucracy. which are today primarily carried out by the Commerce
Department and to a lesser extent or to a certain extent by the State
Department.

am concerned that if we adopt the program or the policy that is
involved in your legislation or, to a certain extent, in the administra-
tion’s proposal. that the responsibility for developing policy will be
laced, in your case, in the STR essentiaily, and vet the responsibility
or implementation will be left at Commerce, as I understand it.

Since those two things would be separated. there would be lack of
followthrough or accountability by the policymaker for the fulfillment
of that policy.

Would you comment on that ?
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Mr. Lona. There is no c&uestion but what your criticism is true of the
administration proposal. I think, Mr. Levitas, that it is less true of my
own plan, even though I must say T am not completely happy with it.

I would prefer putting all of it into one department, but I think po-
litical practicalities being what they are, it is impossible to get that at
this time. So, I had to take something less than that.

As Isay, I think it is less true of my plan thaa it is of the plan that
has been set forth by the administration. We have given the STR both
the policy and the implementation of authority in two of the three
areas of principal concern; that is, negotiations and enforcement.

M:. Levitas. One of the objectives, perhaps the princi})al objective
of not only the reorganization but also the development of a trade pol-
icy, which I am not sure we even have at the present time, is, simply
stated, the increase of American exports of goods, services and com-
modities.

In order to do that, we need to have people in the field contacting,
making contacts with business and agribusinesses, other groups in this
country, letting them know what is availahle, and then following
through in A frica, Europe, wherever.

Druring our oversight hearings of the Commerce and State Depart-
ments’ present role, we found there was a great deal of confusion on
the part of the people in the field as to what U.S. trade policy really is,
and who they are accountable to.

How would your legislation address that problem ?

Mr. Loxa. T think the principal way it would is that we would have
one person that you, as the oversight committee, could call to sit in this
chair right here and say, *What are you doing about it?”

At the present time we don’t even have a way of finding the answer

to that particular question, as I see the organizational structure that
exists today.

Mr. Levitas. Thank you very much.

Thank you, Mr. Chairman.

Mr. Brooks. Mr. Erlenborn?

Mr. ErLexBORN. Thank you, Mr. Chairman.

Gillis, let me thank you for your testimony, which was extremely
well prepared and presented.

Mr. Loxe. Thank you.

Mr. ErLexBory. Most of the questions that T might have asked have
already been asked by my colleagues. But let me just extend one ad-
ditional question to you.

S.nce you transfer most other functions to the Special Trade Agen-
cy, why in your bill do you transfer the commercial attachés to
Commerce ?

Mr. Loxg. In essence. it is a matter of compromise, We did nct feel
that we could transfer a large number of persons from State to the
new STA and still maintain a personnel ceiling of 400 pcople.

It was a compromise that I am not particularly happy with. But
all factors being considered it was the best one I could come up with.

As I said, I don’t see my proposal as a panacea. I see it as a com-
promise, Other than the point that Mr. Levitas raised of authority and
responsibility, I am willing to negotiate. But I think that clarifying

responsibility is a central point to which I would recommend you give
your serious consideration.
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Mr. ERLENBORN. One procedural question.

As you know, the administration will have a choice of sending either
a reorganization plan to the Congress or a bill, either one of which
would come to this committee.

The reorganization plan would not be subject to congressicnal
amendment, although under the new law it would be subject to Presi-
dential amendment.

The legislation would, like all other legislation— depending on what
vour Committee on Rules might do when we get to the floor—be fully
subject to amendment. Which of these two routes would you recom-
mend the administration take ?

Mr. Loxg. Mr. Erlenborn, I am familiar with the fact that there is
some pressure to try to have a reorganization accomplished by Janu-
ary 1. 1950, for what may or may not be valid reasons.

But assuming the reasons are valid, I think that if your committee
would take the reorganization plan, work the plan to the degree that
it would build a centralized authority and centralized responsibility
around the STR. this could solve the problem of having something
effective relatively soon.

I have no pride of authorship with respect to this at all. Consequent-
Iy. I don't have any strong feelings that it ought necessarily to be in
the form of legislation. us long as you could accomplish the objectives
that I think ought to be accomplished.

Mr. ERLENBORN. Thank you very much. Thank you, Mr. Chairman.

Mr. Long. Thank you. Mr. Chairman. Thank you, members of the
committee.

Mr. Brooks. Thank you very much.

Next we will have Congressman Jim .Jones, our colleague from
Oklahoma; and Congressman Bill Frenzel, our colleague from
Minnesota.

Congressman Jones is a lawyer who has served both in Congress and
on the staff of a U.S. President. He has been in private practice of
law and was elected to Congress in 1972. He is a member of the Trade
Subcommittee of the Ways and Means Committee, and worked on
the recent multilateral negotiation legislation.

He is cosponsor of H.R. 4567 and H.R. 4691.

Congressman Frenzel has been a Republican member of Congress
for 9 years. His educational background is business administration,
and following his naval service he was in private business and served
in the Minnesota Legislature.

Currently he is serving on the Trade Subcommittee of the Ways and
Means Committee, and has cosponsored H.R. 4596 and H.R. 4691
along with Mr. Jones.

We appreciate your interest in the trade reorganization and we are
interested in your views, and we would be pleased to hear from you
individually, both of you, or in any fashion that you would like.

STATEMENT OF HON. JAMES R. JONES, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF OKLAHOMA

Mr. Jo~es. Thank you very much, Mr. Chairman.

With your permission, I would like to submit the full text of my
testimony for the record and then summarize and answer any
questions.
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I unfortunately had a speech scheduled in Oklahoma this morning,
which I was unable to make, but I am going to deliver it by telephone
at 11:15. So I will have to leave a little bit early.

Let me just say that the Multilateral Trade Agreement which was
achieved by this administration and passed by the Congress opens up
some tremendous new trade opportunities that will help significantl
the development and viability of our economy in the years ahead.

In order to realize that, however, I think there is general agreement
that our trade functions in the executive branch must be reorganized
and coordinated in a more rational fashion. The issues basically before
this committee—and incidentally, I thank the chairman and the com-
mittee for holding these hearings so expeditiously—first of all, how do
vou implement a reorganization that everybody agrees should take
})Iace! Do you do it by a reorganization plan or do you do it by
egislation ¢

My personal preference is that we do it by legislation, because as
Senator Taft once told President Truman, *if you want Congress along
for full flight and full ride and perhaps even a crash landing, you
better have them along on the takeoff.”

1 think if Congress puts its full resources and imprimatur behind
legislation reorganizing our trade functions. T think it would help
send this reorganization off to a better start, However, T also rccognize
and believe that it is important that the reorganization take place
before January 1, 1980, when the Multilateral Trade Agreement
becomes effective,

Therefore, T would suggest to the committee that we operate on
a two-track system. If the administration sends up a reorganization
plan, it will, of course. go before this committee, but the committee
can also consider legislation implementing reorganization. If we are
able to pass the legislation before the 60-day period, that would be the
better approach. If not. then T think we should go ahead and approve
a reorganization plan as submitted by the administration.

The second vital or central question has to do with where we should
make the central point of trade programs in this reorganization plan.
Basically. you have three alternatives: To beef up STR, to use the
Department of Commerce, or to establish a new departm~nt.

Politically. T think establishing a new department is impractical and
will not pass in this Congress.

T also believe that focusing this reorganization in the STR is not
the best approach and. therefore, Mr. Frenzel and T and six members
of the Trade Committee, who have been working for several years on
the Multilateral Trade Agreement. have come to the conclusion that
the Department of Commerce is the best place in which to center this
reorganization plan.

Tt offers the opportunity to make the Department. of Commerce a
much more aggressive organization than it has been in the past. In
fact. if we implement the reorganization through legislation, it seems
to me that this committee could devise an amendment that would
allow maximum flexibility to clean out some of the deadwood that
presently exists in Department of Commerce, and that would be per-
forming a double public service.

Clearly, we come down on the side that the Department of Com-
merc: is where the reorganization should take place.
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Now, one of the major differences between the Jones-Frenzel bill
and what we know of the administration’s proposed reorganization is
that the Export/Import Bank and OPIC—Overseas Private Invest-
ment Corporation—are not included in the reorganization. We include
hoth of those organizations in the Department of Commerce and
Trade. Westill think that is the better appro:ch.

T hﬁse are some of the major issues. These are the positions that
ve take. :

Our formal testimony deals more directly with these, and I would
~submit to any questions or ask Mr. Frenzel how he wants to proceed,
then submit to any questions, Mr. Chairman.

| Mr. Jones' prepared statement follows:]

TESTIMONY OF REPRESENTATIVE JAMES R. JoNES

Mr, Chairman, I appreciate this opportunity to discuss with you the best ap-
proach Congress and the administration should follow in achieving a mutually
agreed upon objecitve: a rational and efficient reorgunization of our trade
bureaucracy,

‘The Jones-Frenze) legislation (ILR. 4567, H.R. 4691) now before this Sub-
committee represents ote major effort to achieve this reorganization. The ad-
ministration’s own reorganization proposal, as it has been deseribed to you and
other committees of the Congress, represents a simjlar approach.

The need for reorganization is without question. Currently the major respon-
sibility for expanding exports is divided between the Commerce IDepartment,
Ntate Department, Eximbank, and Treasury Department. Various import relief
problems are handled by the Office of the STR, the International Trade Com-
mission, Treasury, Commerce, and the Labor Department.

The legislation which Congressman Frenzel and 1 have developed will con-
solidate the various trade functions by moving all export expansion and import
relief programs into an expanded Department of Trade and Commerce. At the
same time, international negotiating authority wonld he consolidated in the office
of the U.N. Trade Representative, which would retuin its coordinating role as
chair of the interagency Trade Policy Committee.

The trade reorganization proposal advanced informally by the Administration
in hearings before thix Nubcommittee, the House ‘T'rade Subcommittee and other
Committees of the Congress, is very similar in most respects, Variations hetween
the two proposals ure numerically few, but substantive differences nonetheless
exist and need to be resolved.

Mr. Frenzel and I feel strongly the new Necretary of Trade and Commerce
should serve ax the Chairman of the Eximbank and OPIC; the Administration
would make the Necretary 2 nonvoting member of Exim only. The issue of
whether the Secretury will need new statutory aunthority to accomplish an
orderly transfer of federal employees from other agencies to form the new com-
mercial corps and other trade components is in considerable doubt, and should
be studied more closely by Committees of the Congress and the Administration.
The approprinte and precise roles of the new Undersecretary for Trade, and the
"8, Trade Reprosentative, need clarification that can be provided by Congress.
These und other jssues, Mr. Chairman, can be resolved expeditiously I believe,
during the regular legislative evaluation by our Trade Subcommittee and sub-
segquently retined and perfected by other Committee:s and our colleagues on the
House floor. Further. this refinement of the basic trade reorganization proposal
advanced in the Jones-Frenzel bill and the administration’s own informal pro-
posal, can be necomplished in a relatively short time.

Mr. Chairman, Congress will hauve a much clearer idea three or four years from
now just exactly how suceesstul the Multilateral Trade Negotiations and the
subsequent implementing legixlation have been in reducing our trade deficit and
expanding our export capabilities,

Succeess in this regard will not be accomplished overnight, but certainly the
most essential prerequixite to achieving a favorable halance of trade and expanded
export market ix a rational and efficient recrganization of the trade bureaucracy.
It is a fundamental, institutional change that should not be done hastily or
without thorough deliberation by Congress.
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For these reasons, Mr. Chairman, 1 am hopeful youv will agree to move ahead
on the trade reorganization issue utilizing a two-track svstem, allowing House
Government Operations as well ag others. such as the Trade Subcommittee, to
evaluate and improve the basic trade reorganization proposais.

In my judgment, & revised and perfected Jones-Frenzel bill can be acted upon
and reported from Government Operations and other Committees at an early
date, with adequate opportunity for evaluation and recommended changes yrior
to final action on the House floor, Similar action which can get underway in the
Nenate will make it possible for a reconciled version of the trade reorganization
legislation to be presented to the President this fall. If a legislative impasse
occurs, Government Operations could at that poeint report out the Adwministra.
tion's reorganization Plan and House approval or disapproval could be voted
within 30 to 60 legislative days. I personally prefer accomplishing reorganization
through statutory rather than executive authority, since this will give Con-
gress full and ample opportunity to effect any necessary revisions in the basic
proposals that are now under discussion,

I believe, Mr. Chairman, that at this point the two-track approach is one
that is in the best interexts of the affected government agencies, the Congress, and
the American people. It deserves a chance to succeed. and with the cooperation,
encouragement and leadership of this Committee, I helieve Congress will meet
its full responsibilities to help give direction to a new and cohesive U.8 trade
policy. Thank you.

Mr. Brooks, Please proceed. Mr. Frenzel.

STATEMENT OF HON. BILL FRENZEL, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF MINNESOTA

Mr. Frexzen. I would make the same request as my colleague, that
my remarks be inserted in the record and that T might have a minute
or two to comment. Like Mr. Jones, T would prefer legislation, but I
really leave that up to you folks on this committee. You are the
experts; you know whether you want an executive plan or a bill. But
like Mr. Jones, T believe that it is important that we complete the
reorganization before the effective date of the implementing legislation
for the MTN and that date, of course. is January of 1980. So we are
very short on tine,

Second. I want to thank the ciairman who sat in with us through
some cf the most difficult parts of the conference on that implementing
legislation. Without his presence the bill would have been passed, but
it certainly would have taken a lot longer. We really appreciate the
help that you gave us on that, Mr, Chairman,

Mr. Jones and I have done what the song says in the revival of
“Oklahoma.” which some of you have been fortunate enough to see in
the last couple of weeks at the Kennedy Center. We've gone about as
far as we can go. I believe a lot of us would like to see the Roth-Ribicoff
version, a new Department of Trade, that the Senate seems to prefer
and ultimately I would like that, too. Maybe some of you would like to
support our good colleague Gillis Long’s approach. I think that is a
good idea, also.

Congressman Jones and I have tried to take the worst of the present
conflicts and to consolidate them into mainly the Department of Com-
merce. This proposal will be step 1 of a reorganization process that I
think is going to take at least several years, maybe many years before
we finally get our trade function organized the way we would like to
have it.

We leave the policy to the STR. Agriculture is doing a good job, so
we leave Agriculture alone, They run their own agricultural attachés
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just as we would have (‘ommerce run commercial attachés at the em-
bassies around the world.

Most of the rest of the transferred trade functions we have placed
with the Department of Commerce, because we think it is capable of
being our primary advoceacy and enforcement agency.

We Ynow that our work isn’t perfect. We know that there are many
grood ideax which are supported by ¢ ‘her people. who will testify before
you. Nothing that any of us has is so perfeet it can’t be changed. Many
of the otherideas could be integrated with ours. We want to help you
got a bill, an.e we want to get it fast. Mr. Chairman, with that.1f the
committee has questions, Mr. Jones and [ would be glad to answer
them,

Mr. Brooss, 1 want to thank you both for not only doing a lot »f
work on this but for vour constructive attitude in trying to get some-
thing accomplished in this field this vear. I share that feeling. I have
said that before and that is why we are working on this now. If every-
hody will be ax understanding and cooperative and well informed as
vou, we won't have a hit of trouble passing some good reorganization
legrilation, Even without that we cando the job, and we will,

I have a couple of questions, Do vou feel that the antidumping and
conntervailing duties function now exercised by Treasury should be
transferred to some other organization ¢

My, Joxes, We are both in agreement that it <hould be transferred
out of Treasury. We are both in agreement that it should go to Com-
meree rather than an expanded STR.

Mr, Frexzer. I said vesterday in one of our hearings, that leaving it
in Treasury i like continuing to bet on the Cubs to win the World
Series, We have been waiting for a color television decision and alt
kiands of countervailing duty and antidumping cises to come out of
there, They don't come, Tt hax got to go somewhere clse.

Mr. Brooks. Do vou feel the Export-Tmport Bank should be placed
under the jurisdiction of the Nations principal trade officials?

Mr. Jones. That i~ our judgment. Mr. Chatvman, that it should, as
well ax OPIC. And the reason for that is when we look at some of our
competitors, particularly Japan, we find that the financing functions
of trade are integrated with the overall trade policy. and that is one
of the areas where Japan isable to do a better job than we,

We think if the Eximbank. at least. and perhaps OPIC also,
could be included in this Department. that it would certainly
strengthen our ability to compete in foreign markets.

Mr. Freszer. Bui there are a number of ways you could do this
more subtiv and without offending independent agencies. You could
put the head trade person in Commerce. as say the Chairman. one of
the five members of the OPIC Board. You could do the same thing with
the Kximbank Board. You can thus provide coordination without
moving those agencies over to Commerce, if vou felt that placing
those two agencies nunder Commerce with independent status would
give Commerce too much dominance over what xhould be entirely 1n-
dependent agencies.

Mr. Broogs. Just leave them there?

Mr. Freszen. Sure. Leave them where they are but change the
Board maybe by one person.

Mr. Brooks. Shake up the Board a little ?
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Mr. Jones. Make the Secretary of Trade and Commerce a member
of the Board or perhaps Chairman of the Bank.

Mr. Brooxrs. Mr. Horton.

Mr. Horron. I want to thank my colleagues for their testimony
and for their expertise and for their legislation and their proposal
with regard to this very important matter.

Jimmy, your kind of proposal has been criticized for essentially
splitting ;‘))olicy and implementation. Do you think that this is a
serious problem ¢

Mr. JoneEs. I don’t think it is a serious problem. As a matter of fact,
I think our proposal gives » double punch to improving our trade
policy. because essentially the STR \\'il{)opemto right out of the Exec-
utive Office of the President. It will have the close ability to have
the ear of the President and by doubling that with a Cabinet level
Department of Trade and Commerce. T think vou will give trade
ad(ied status and priority.

Based upon my experience in 4 years on the White House staff, I
do not anticipate that s;;‘litting this kind of responsibility will have
any adverse mmpact. I think it will help improve our overall trade
posture.

Mr. Horrox. Your proposal is similar to the administration’s
but— —

Mr. JoxEs. Yes,sir.

Mr. Horton. But different?

Mr. JoNes. Yes. sir.

Mr. Horrox. Can you clarify the differences. pointing out the
strengths of your bill over the administration’s?

Mr. Jones. The major difference that I see is the fact that we in-
clude Export-Import Bank and OPIC in the Department of Com-
merce and Trade. T don’t believe we have any other major differences.

Mr. Frexzen. The differences are almost differences without dis-
tinctions.

Mr. HorroN. Thank vou very much.

Mr. Brooks. Mr. Levitas.

Mr. Levrras. Thank vou, Mr. Chairman.

I would like to commend vou for your presentation which. T think,
gets right to the heart of the matter, and 1t is one that T am relatively
sympathetic with, based on those other proposals that T have seen.

One of the questions that T have is relative to the difference in
which you treat the Department of Labor. As I understand it, under
the administration’s proposal, there would be no transfer. but you
do make transfers from the Department of Labor. Would you ex-
plain why?

Mr. Jones. That was a minor part of the reorganization, the trade
adjustment.

Mr. FrenzeL. It was a very modest one. The Department of Labor
does make the determination of eligibility for trade adjustment
assistance. We thought it might as well go in Commerce. T am sure
whatever we are trying to do would not be hopelessly shipwrecked
if that jurisdiction stayed in Labor.

Mr. Levitas. Would it be fair to say that the major difference or
or the difference between your proposal and the administration’s is
one of emphasis, in that it really gives a little bit more clout and
primacy to the new Secretary of Commerce and Trade ¢
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Mr. Jones. I think that is a difference, that we really do try to put
the export-import functions together in one department and make
one Cabinet level Secretary responsible for the implementation and
operation of both of those trade functions.

I think that the other difference is by accomplishing the changes
through legislation, we give that Cabinet level Secretary a greater
responsibility and sendoft for successful—

Mr. Frenzer. If I could phrase it a little differently, the policy-
making and negotiating were left with STR. We didn’t try to take
any of its clout away. We established an Under Secretary of Trade
over in Commerce to handle the trade promotion and enforcement
responsibilities ~o our approach beefs up the Commerce Department
somewhat more.

Mr. JoNes. One of the problems I see with our good friend Gillis
Long's proposal is if you expand STR it then loses its clout in the
Executive Office of the President, and it become:: just another depart-
ment. You have to start finding buildings and space and doing all
t::e things we had to do with DOE, and there is still no organization
there.

I do think we have a better opportunity of working through the
Department of Commerce and we are already seeing both from the
OMB level and Department of Commerce level recognition that they
need to reorganize and clean out and beef up their own departments,
so it has already had some good effect.

Mr. Levitas. One last question or comment 1 would like to mule.
The thing that has troubled me the most, both from the oversight
hearings on Commerce and State at the present time and the testimony
we have received from the administration, is that you get people at
STR who are dealing with these really broad macrointerests of inter-
national trade and establishing great policy decisions.

When vou get down into the trenches of increasing our trade, it
has been done by people in the Department of Commerce, and the
extent to which we separate policy and responsibility for implementa-
tion to that extent, we are diminishing our effectiveness, so anything
that will either bring those closer together or at least give equal
strength to both of those functions, so that we don’t just have people
going over and making policy that can’t be implemented effectively.
To that extent, T think vour legislation has a great deal of merit to it.
I wish it went further, quite frankly.

Mr. Joxes. s Mr, Frenzel said, it is going to be a step-by-step
process. We think our approach is the better first step.

Mr. Brooxs. Mr. Fascell.

Mr. Fascern. Thank you, Mr. Chairman. I just have one question,
Mr. Chairman, It seems to me that if we pursue the plan offered by
our distinguished colleagues to put all trade functions in Commerce,
including, OPIC. one of the things that we would have to consider
is that a reorganization plan was recently approved, Mr. Chairman,
which puts OPIC under IDCA. I don’t see how we can mix the two
if we are going to go forward with this and put trade emphasis on
OPIC. They ought not to mix up the developinent and trade. We
ought to be sure we have a clearcut decision.

Mr. Jo~Nes. That is the main reason the administration is opposed
to including particularly OPIC in this new Department of Trade.

52-189 0 -~ 79 - 9
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They view OPIC as a development or aid function. T personally view
OPIC as a trade function and it ixa difference of opmmn.

Mr. Frexzen, Before you got here, Mr. Fascell. 1 suggested that
there might be another course. and that ix to leave OPIC as an in-
dependent agency or put it someplace else, but put our top person
from Comuerce ax Chair or one of the members of the Board.

Mr. FascenL, T was here when vou made that suggestion. But the
trouble with that is. if under the reorganization man for IDC.\ you
have that. the Chairman. the Director. as a meiber of the Board, then
you would have a member of the Board also from the Department of
Commerce, You have the two on there, vou see,

Mr. Frexzen. You have got a lot of members of the Board. You
have five, I think.

Mr. FasceLr. Yes.

Well thank you. That is all T have.

Mr. Brooks. Well. thank vou very much. Mr, Fascell. and thank you.
Mr. Frenzel.

Thank vou, Mr. Jones,
[Mr. Frenzel’s prepared statement follows:]

REMARKS BY MR. FRENZEL

Mr. Chairman. I am here in support of the Jones-Frenzel bill, HL.R. 4367, to
reorganize trade functions of the government. That hLill, which ix similar to the
Administration’s proposal, will consoli-late many of our trade-related functions
of various departments and agencies into the Commerce Department while re-
taining the STR as the main policy coordinator and unegotintor.

The area of trade reorganization is one that has been fairly popular lately.
and for - d regson, Our government has sutfered too long from an ineffective
overall 1 e policy that hax ouly perpetnated an embarrassing trade deficit.
We do not have an aggressive, effective voice for promotion for UM, exports.
Functions relating to trude are scattered throughout the Administration. Some
of those functions have functioned effectively. some have failed abysmally. while
most could do much hetter if they were coordinated in a more etfective manner,

oOur bill chose the Department of Connmeree for the main enforcement/
promotion ggencey. because we feel that Comunerce’'s star will rise as it ascends
to u positien of higher ¢lout in the Administriation. That departinent has heen
sadly neglected, snd it has not been able 1o recruit ax many highly qualified
individuals as it would under our proposal. I have no reason to believe that
the new Cominerce Departinent will be protectionist oriented or that it will
fail to weet the mandate set forth in our proposal,

The Jones-Frenzel bill renames the Commerce Department to the Department
of Commerce and International Trade ( DOCET) and places in that department
the commercial attaches and international investinent policy from the Ntate De-
partment : some of the international affairs funetions from Treasury, as well as
the Office of Tariff Affairs (countervailing dutiex and antidumping) and Otfice of
Forelgn Assets: Control respousibilitios with respecr to unfair trade practices
from NTR: sector analysix. tariff nomenclature and investigation of Nection 337
unfair trade practice cases from the I''C: determination of worker eligibility for
Trade Adjustment Assistance from Labor: and the Division of Interindustry and
Economic Analysis from Interior. The Eximbank and OPIC are transferred to
the new Department of Commerce and International T'rade (DOCIT) as agencies
with the Necretary of DOCET as chair of the board, The I''C' would be trans-
ferred to DOCIT as an independent entity similar to FERC at the Energy De-
partment. DOCI'T will have primary responsibility to formulate and implement
export promotion policies, and it will play an important role in developing long-
runge planning on international trade matters, There will be an Undersecretary
for International Trade.

As mentioned above, the STR will remain a lean, specialized ageney under the
Executive Office of the President which will direct our negotiations in multilateral
and bilateral trade negotiations, including East-West trade and commodity agree-
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ments. It will play a key role in the trade policy area by chairing the present
Trade Policy Committee,

I have just come from two days of hearings on this reorganization area in the
Trade Subcommittee of Way: & Means. That committee bas a keen interest in
revitalizing our trade organization, and we are anxiovus to work with your com-
mittee, which {s much more experienced with the intricacies of reorganization
matters to come up with som» kind of recommendstion to the Administration
before it submits what we helieve will be a reorgamization plan. There were many,
many good ideas tossed out at the T'rade Subcommittee hearings. While I like
the Joues-Frenzel approach better than the others, it may be that you will have
to make some alterations in our proposal, or perhaps you will choosge another
proposal entirely. However, the Administration does have what I believe is a
fairly good plan which I generally support. I hope we all can work closely with
them to come out with a plan that will be satisfactory to you and to as many
varied interests as possible, The most important goal right now is to ensure that
action will be taken on this matter in order that the new plan will go into effect
in January of 1980, in tite to arlminister the Trade Agreements Act of 1979,

Mr. Chairman, 1 appreciate this opportunity to testify and will answer any

questions you may have.

Mr, Brooks. Our final witness this morning is a very distinguished
former Member of the Congress. now a Republican Senator from
Delaware, Senator William V. Roth. He graduated from Harvard
Business School and Harvard Law School. Following distinguished
military service in World War I1. he engaged in the private practice of
lasww. He served "2 the House from 1966 to 1970. He has served in the
Senate since 1971, He ix a member of the Senate Finance (‘ommittee
and Nenate Governmental A ffairs Committee,

NSenatoy Roth has been working in the area of international trade and
trade reorganization. He is cosponsor with Senator Ribicoff and others
of Nenate bill 377, & bill which would create a separate Department
of Trade.

Senator Roth 1= a longtime personal friend of mine and T am de-
lighted to welcome vou here before this committee and to reiterate my
own determination that we have some sort. of foreign trade legislation
to implement what vou and T both agreed earlier in a conference be-
fore the Wavs and Means Committee needs to be done, In broad terms
we certainly do agree and we are pleased to have yvou with us today and
we are interested in vour viewson the matter, Senator Roth,

STATEMENT OF HON. WILLIAM V. ROTH, A SENATOR IN
CONGRESS FROM THE STATE OF DELAWARE

Mr. Rorn. Thank you, Mr. Chairman, and members of the commit-
tee. I am delighted to have thisopportunity to discuss my view,

I would like to express my personal appreciation to ‘the chairian
for the interest he has shown in this matter, He was very lwlpfuf re-
cently in the conference that we had between the Finance Committee
and House Ways and Means.

Mr. Chairman, I believe this matter ix of such importance as to af-
fect the very health of our Nation's cconomy. As many of you know,
Senator Abraham Ribicoff and I introduced a bill to create s Depart-
ment of International Trade and Investment more than 2 vears ago.,

Since that time, we and a growing number of other Members of both
the Senate and the House of Representatives have waged a battle to
restructure and streamline the antiquated Federal structure which
deals with our international trade policy.
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Today I would like to explain our objectives and evaluate the
proposed OMB plan for trade reorganization in the light of these
objectives.

Our primary goal was simply this—to consolidate into a strong,
single entity the activities of the Federal Government relating to trade
poliey formation and implementation,

We wanted an entity which would provide leadership in reorienting
American attitudes toward foreigu trade, which would give trade is-
sues the attention they deserve at the Cabinet level. which would be
a strong and tough protector of American trade interests at home and
abroad. which would attract and retain a corps of highly motivated
and experienced personnel. which would effectively enforce the MTN
codes and unfair trade practices, which would provide the necessary
analytical and statistical backup necessary to sound policymaking,
which would aggressively promote the sale of American-made products
and services in overseas markets, and which would be accountable to
Congress.

Why is such an entity needed ! Beeause the position of the United
Ntates in the international economy has changed very dramatically over
the past two decades.

On the one hand international trade has become increasingly im-
portant to our economy. Kxports and imports now total about 15 per-
cent of onr gross national product. One-third of our agricultural pro-
duction goes into export markets, and one of every seven or eight jobs
in the manufacturing sector depends on sales abroad.

Bur on the other hand. the United States is steadily losing out in the
world marketplace. Sinee the carly 1960°s, our share of world trade has
dropped from 1% pereent to less than 12 percent,

In this decade. for the first time since the 19th century. we have begun
to experience halance-of -t rade deficits, This has undermined confidence
in the dolar and eroded the purchasing power of Americans overseas.
Every 81 billion i forgone exports means 40000 jobs Americans do
not have.

For vears the Unned States was frankly spoiled by the tremendous
trade advantages we had as a result of technological superiority, rich
natural resources, 1 highly educeated and skilled labor foree, and the
economivs of scale a large market provides,

We still have many inherent advantages, but other nations have
developed high quality products and superior foreign marketing tech-
nigies, They have higher rates of productivity growth and investment.

Their governments give top priority to their trading interests, They
do not =acrifice trade interests to foreign poliev objectives, Thev do
not hams=tring businessmen with disincentives to exporting, To the
contrary. they provide generous export credits and assist in putting
together attractive trade and aid packages to =ell their products,

Other governments recognize that trade means income and jobs for
their citizens, Exploring 1= an integral part of their growth and em-
plovment strategies,

The United States ix the only major industrial country which does
not have a strong focal point in government for promoting its trade
interests, The Special Trade Representative’s office 1= largely cireum-
scribed to international negotiations.
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In the big departments with trade responsibilities—State, Com-
merce, and the Treasury—trade is a stepchild to other interests. It is
very rarely considered beyond the Assistant Secretary level.

Changing our organizational structure is not going to resolve our
trade k)roblems. but it can establish a better framework for tackling
them. Most importantly. a first-rate governmental structure to promote
and protect American trade interests can provide leadership in revo-
lutionizing the thinking of the American Government, business and
people toward the opportunities provided by international trade.

If we are going to meet today's fierce competition in world markets
and provide jobs for American workers through trade, we neced a
fundamental reorientation in our thinking about trade.

There must be an entity in the Federal Government to provide lead-
ership and encouragement. At the present time, we are moving in ex-
actly the opposite direction. Unintentionally, barriers to trade have
been erected because our trade interests have not received the proper
attention and priority.

I need not dwell at length on our related objectives in trade organi-
«ition. Clearly, in a more competitive world market, the United States
wecds more aggressive enforcement against unfair trade practices such
is dumping and export subsidy practices.

Clearly we need effective enforcement of the new codes negotiated
under the MTN. There is virtually unanimous agreement that these
new codes are meaningless without effective enforcement,

An experienced trade cardre in the Federal Government is essential
to an effective trade policy. In the past few months, we have lost in the
public sector many of our best trade negotiators, Qur competitors on
the otl.er hand continue to have deep trade experience going back to
the Kennedy Round and even earlier in their governments.

Given these needs, how does the OMB proposal stack up? Frankly,
it does not accomplish nur objectives.

Instead of a clear focal point for trade policy and implementation.
there are two. maybe three, centers—one 1n the STR, another in the
Department of Commerce, and a third potentially in the Trade Policy
Committee,

The OMB proposal makes an artificial and illogical distinction be-
tween the trade policy and day-to-day operations. It divorces policy
responsibility from operational authority.

This has not worked well in the Government. Policy and operations
are inextricably entwined, Policy cannot be developed in a vacuum
and operations, particularly in the post-MTN environment. may in
practice set policy.

The shortcomings of this separation were deseribed very well in the
testimony of the Tnternational Association of Machinists and Aero-
space Workers. AFT~CTO. before Mr. Vanik's Subcommittee on Trade
last week, and T quote:

In the area of basic organizational structure, the administration's proposal
is seriously defictent. It does not achieve the goal of unified trade policy direction.

In short. the OMB proposal is a formula for continued competition,
conflict, duplication, scapegoating and demoralization in America’s
trade policy apparatus. There is no clear person-in-charge to set di-
rections, force reconciliation of competing interests and be accountable
to Congress and the President for his decisions.
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Certainly the United States Trade Representative under the OMB
proposal would be no trade policy czar. He has no responsibilities
whatsoever for overall export policy, clearly a key element of our trade

leiy.
poHeywil] have to redelegate back to the operational agencies for im-
plementation even some areas where he is given responsibility, such as
East-West trade and international commodity negotiations.

The position of the USTR will be analogous to that of the Council
on Environmental Quality or the late and not much lamented Council
on International Economic Policy. He has a large head but a weak
and underdeveloped body. and for that reason will not be very eflfec-
tive. The operational agencies have more clout.

William Walker. a former Deputy STR. has described well the
kind of position STR is put in.and again T quote

During the MTN, STR had staff of between % and 100. Thix was not really
enough to do the job properly since i: forced STI. to rely upon the other agencies
for basic research and the development of most poxitions. The subcommittee is
familiac with the “tyranny of the first draft” and “will appreciate that there were

many occasiong in which departments could deflect initiatives with which they
disagreed by failing to staff them properly.

In contrast, the Trade and Commerce Department will be a body
without a head. I have serious reservations about giving additional
responsibilities to the Department of < ‘'ommerce until that Department
has been thoroughly overhauled.

The present Department has been aptly described by Senator
Stevenson as kind of burcaucratic orphange for stray programs rang-
ing from weather modification to fire prevention.

It has become almost impossible to manage effectively although I
believe the present Secretary. Juanita Kreps, 1s making a heroic effort.
NSymbolic of Commerce’s problems has been the unusually rapid turn-
over at the top. There nave been new Secretaries in 1967, 1968, 1969,
1972, 1973, 1975, 1976 and 1977.

To many Americans and to foreign governments putting opera-
tional responsibilities for trade in Commerce does not increase their
priority, but will be perceived as a downgrading.

Our trading partners will not be very impressed by the new posi-
tion of Under Secretary for Trade in the Department of Trade and
Commerce. Moving enforcement functions from a relatively strong
agency to the weak Department of Commerce will neither assure strong
enforcement or revitalize (‘ommerce.

Changing the name merely adds more confusion. It means yet
anotner governmental agency with the word “trade” in the title.

Where will an American industry go for import relief under the
new reorganization? There will be no single entity. Antidumping and
countervailing duties will be in the Department of Trade and Com-
merce. Section 301 and international dispute settlement mechanisms
will be pursued through USTR.

Who will provide for integrating and coordinating trade analytical
work amum{ the Federal Government? No one.

What needs to be done?

Mr. Chairman, the most important change needed is to overcome
the division between trade policy responsibilities and trade opera-
tions. As you know, I believe an integrated, consolidated Department
of International Trade and Investment is needed.
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Unfortunately, even though such a department would not create an
additional Cabinet-level post or require additional personnel, the ad-
ministration has been unwilling to give the proposal any serious
consideration,

I recognize that politics is the art of the possible, and I am willing
to settle and support a solid first step.

In my judgment, a solid first step would be the creation of a lean
trade agency built around the present office of STR, with policy
formulating and operational responsibilities,

This agency should be responsible for the very closely related tasks
of international negotiations. MTN implementation, enforcement, and
coordination of trade policy formulation through chairing and staff-
ing the Trade Policy (‘ommittee,

The head of this agency should be a Cabinet-level official, as is the
present STR. who is clearly designated the Principal Assistant to the
President for International Trade Policy.

It is of key importance that he be responsible for both MTN im-
lementation and new negotiations. These functions should not be
ivided because it is only through monitoring code implementacdion

that the areas where the codes need to be strengthened or where there
should be retaliation will be identified.
_ I believe this ageney should have a limited number of overseas posts
in key industrial countries to follow on a daily basis MTN code im-
plementation and handle the myriad other trade issues that arise
with these governments.

This agency should be in charge of coordinating analytical work
in the executive branch relating to trade. The bill introduced by Con-

gressman Gillis Long. in my judgment, represents a much sounder
first step than does the administration proposal.

Finally. Mr Chairman, let me address the question of the appro-
priate legislative vehicle for accomplishing trade reorganization. It
was through the wisdom of the chairman of this subcommittee, Jack
Brooks. that the language in the Trade Agreements Act was redrafted
to provide flexibility so that either legislation or a reorganization plan
is possible,

T believe that if consensus can be achieved on the right reorganiza-
t. 1 plan. the reorganization authority should be used. That would
aftect the reorganization in the most expeditious manner.,

I would caution, however, that whatever we do now will be with
us for several vears, Reorganization is always a wrenching process
with hort-term costs. Unless the long-term advantages clearly out-
weigh the short-term costs, it should not be undertaken.

I am not convinced the OMB plan, even with tinkering, provides
clear gains outweighing the costs. T do not think we should approve
a reorganizatiop plan which divides policy and operations. That flow
is fundamental.

Thank vou. Mr. Chairman.

Mr. Fascrenn [presiding]. We are delighted to have you with us.

Mr. Levitas?

Mr. Leviras. Thank you, Mr. Chairman,

Thank you very much for your excellent testimony, Senator.

There is one point that you make which underlies my whole ap-
proach to this thing. That was the last statement, that the importance
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is in bringing together rather than separating policy and implementa-
tion of policy; which I don’t believe we have today. nor do I see em-
bodied in the administration’s proposal or even in Congressman Long s
proposal. _

So, therefore, that aspect of your position is one that is very ap-
pealing to me. The problem that 1 have is trying to ascertain whether
or not we would be hetter placing that consolidation of policy and
implementation in a restructured Department of Commerce rather
than creating a new ('abinet department.

I realize there is a Cabinet level office called STR at the present time,
but in effect we would be creating a new Cabinet department which
does not currently exist and for which there is substantial resistance,
certainly in the House at the present time.

My question, I think. is. do you feel that doing what you want to do,
. but within the Department. restructured Department of Commerce and
Trade. would not be effective!?

Mr. Roru. I regret to say that that is my conciusion. I am con-
cerned that even though the consolidations are made that are neces-
sary, that policvmaking and operations are brought together, putting
it in Commerce will severely handicap what we are trying to
accomplish.

As I mentioned in my testimony, the Department of Commerce
many. many years ago. long before the present Secretary took over,
became known as a bureaucratic nightmare. Having talked with not
only many American businesspeople, but foreign people as well, it is
clear to me that putting it in a Department of Commerce will almost
be looked upon as a step backward instead of forward.

I think that we can meet the objections of the President by con-
solidating around the STR. Tt is an office that is in existence and it
also is a fact that NTR is now Cabinet level, so we are not creating a
new (Tabinet position,

Very candidly what we need is a lean, mean agency. I think the only
way you are going to accomplish it is by consolidating it around the
STR rather than letting it get lost in the bureaucratic nightmare of
the Department of Commerce,

Mr. Levitas. As vou point out in your testimony. at the end of the
day. what this thing is all about is the promotion of the sale of Ameri-
can-made products and services in overseas markets. That is basically
what we are after.

Today much of this function is performed both in this country
and abroad by personnel in the Department of Commerce. There are
commerrcial offices in our embassies overseas. regional offices of the
Department of Commerce, that theoretically now are supposed to be
contacting businesses. small- and medium-sized businesses. and ex-
plainitiglz to them export opportunities and encouraging foreign trade

enerally.
# It is 1y;ot working well. Would you see that these (f)eople in the
trenches, as it were, would be transferred to this new department or
would they continue to operate in the Department of Commerce?

Mr. Rorir. Well, failing a Department of Trade, T think. We pro-
pose in the key trading countries that the new agency would have some
people assigned to the offices abroad. I think that is absolutely essen-
tial. to effectively monitor the MTN codes.
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Let me, if I might, just give why 1 am so concerned about this
reorganization and why T think what we do is of such great
importance,

I really feel that we have to change the thinking of the American
Government. T think we have to change the thinking of American
business and labor. They are all used to looking upon the American
market as a great market.

Somehow they have got to become aware of the fact that your
growth and oy})]portunit_v is going to lie abroad in the future, That is
the reason we have to have a structure that is in a position to persuade
the people not only within Government but in the business sector that
this is what we have to do.

I don’t see that happening under any circumstances in the Depart-
ment of Commerce. I don’t care how able a person the UUnder Secre-
tary is.

I am sorry we lost Bob Strauss to Trade. I told the President he
ought to clone him. We need somebody who can be the point man that
can really bring about some very substantial changes here in the
Congress and in the country at large.

We have got to recognize when we make changes in the taxes
there is an impact on our selling abroad and on American johs. We
are not going to get it by this division and this fashion. To my
mird in many ways it doesn’t improve what we already have.

Mr. Levrtas. Thank you very much.

Mr. FasceLr. Senator. T am having a little trouble, frankly, strug-
gling with the concept. Augmenting the Special Trade Representative
for policy. implementation. trade negotiation, enforcement and pro-
motion ; 1s that the concept? Ts he going to be a salesman, too?

Mr. Rorn. In part, the Commerce Department would continue to
function as present. but T would want the STR to become a major
spokesman for trade policy for this country. including export
promotion,

Mr. Fascerrn. Wouldn't he have a little trouble, though, if he is
enforcing something where there is a governmental action on the other
side, for example. which we consider adverse and inhibitory?

3({1'. Rotu. No, sir. not in my opinion. T know that argument is often
made.

Mr. Fascerr, T wonder how it would work. Does he use a trade-off
of American sales for something ?

Mr. Rori. T want him to be a tough negotiator. T want him to have
as many weapons in his hands as possible.

Mr. Faacern For example, should we have the power to say to coun-
try X, OK. you are not going to abide by a code 20 we are not going
to export to you and you can’t export to us? Is he going to have the
power to say that?

Mr. Rori. Well, of course, he couldn’t do all those things. He will be
reporting to the Congress and in many of those areas it would take
congressional action. But I do suggest that to divide this authority be-
tween Commerce and STR—and Commerce is well known to be a weak
department—wil]l not give us an effective voice abroad.

The thing that bothers me the most is that Japan and West Germany
and others with their lead agencies are miles ahead of us in this area
of trade and export. I want whoever represents us to not only have the
carrot but to have the stick as well.
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Mr. Fascern, We need to do something to strengthen our posture. I
think most of us are agreed on that. If there ix any difference of opinion
it is probably in the approach that we are going to take.

For example, T have a hard time saying that USDA is <o great, Be-
sides that, let’s face it, we don’t have the votes in the Congress to
change it, You can’t take it away from them, Agriculture is one of the
major aspects of international trade, It is going to be left over in
another department. We are talking about an integrated effort at
trade.

I am not arguing with yvou on that,

Mr. Rotir. I understand that.

Mr. Fascerrn, I am just arguing with my=eif on this issue. When we
had the bill before us we had to compromise that issue ax the only way
out. Everybody is agreed that it is too hot a potato. So. we leave it
alone, the biggest component of our international trade.

Mr. Rori. For politieal reasons it ix true that certain functions are
staving in Agriculture.

Mr. Fascern, What are we talking about? We are really talking
about peanuts,

Mr. Roru. 1 don't think <o,

Mr. Fascern, We are talking abour the dissatisfaction of the Ameri-
can business with commercial attaché offices,

Mr. Rori. No: that ix not what T am talking about. T am talking
about the fact that in the last 10 vears the American share of inter-
national trade has dropped from something like 18 to 12 percent, and
it is predicted that it is going to continue going down.

Mr. Fascern, Let me ask you this question, T think it is fundamental.
Do vou really believe Government can help that in c<ome way?

Mr. Rori. Not alone, but it can be a key factor.

Mr. Fascern, You don’t think American business goes where the
bucks are.

Mr. Roru. Let me say I am not only interested in large multina-
tional business, but 1 think there is a great opportunity here for me-
dium and small business, if we can properly organize.

Mr., Fascevn, T am for that,

Mr. Rori. The problem today is that in this country really the only
ones that can compete, beeause we don’t have the great trading com-
panies, for example. that other companies have, that enable small busi-
ness to participate in the number of these vehicles we need to bring
about.

We are not just talking about peanuts. I wagover in the Middle East,
Mr. Chairman. last Easter. I was shocked to find that this country
only has something like 3 percent of the construction business in
Saudi Arabia. and we are not talking about millions or hundreds of
millions of dollars. We are talking about billions of dollars.

Why is that ? Every ambassador in that area, whether it was Jordan
or Israel or Saudi Arabia, wherever I went. said we are losing out be-
cause we don’t have Ameriean nationals abroad. We fell into that trap
for what seems to be good reason. but we didn’t have anybody in the
Government to tell why that simple factor is important to American
trade.

I agree that the big multinationals, of which T have several in my
State, can pretty much handle their own problems, but the problem is
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how medium and small business get involved and also where are we
going to be 10 to 15 years from now.

Right now the Jupanese Government is pouring hundreds of mil-
lions of dollars in an effort to get their business equipped to be com-
petitive in the computer knowledge area. I want to make sure that we
are doing the ::ame thing for our people.

Mr. Fascewr. 1 think your point is well taken. Again I am not
arguing with your concept because your concept of augmenting STR
is just as good as anybody else’s concept—but all you are going to do
is give that man more authority than he has now, more than he can
chew on, by giving him enforcement, antidumping and countervail-
inﬁ and some promotional capability on a limited basis or partial basis.

don’t see where that is going to help him do a good job at all.
Frankly, I have a hard time with that.

Mr. Rorn. We are trying to do more than that. We are trying to
build up an agency, No. 1, that will attract bright voung professionals
that will stay in the trade business. One of the things tﬁat bothers me
most right now is the fact

Mr. FasceLr. In other words, we need -pe ialized professional
continuity.

Mr. Rorh. Thacis right. Py

Second, we want to have the analytical atirv Woat I want this
lead agency to do is to be analyzing the trad: 17 v and assuring

that we are moving in the right direction a~ we (0ox down the road.

Three, we have got this implementing legi-lation of the nontariff
codes, They sound great in theory, but how thev are unplemented will
be of critical importance if they are going to mean anything.

Twenty years from now we can say Bob Strau=~ made the greatest
step forward in promoting real trade or we can say those codes don’t
mean a thing. It all depends on how we implement them.

I don’t think we cuan divide that function with the other organiza-
tions. They aren’t going to take that kind of interest. Look what
happened in the environmental area. We have the Council on Environ-
mental Quality and we have EPA.

Frankly. rarely do I ever hear anybody talk about the Council. It is
EPA that is operating for all practical purposes the policymaking
side, and that 1s the reason T don’t think this division that is being
talked about will work.

Mr. FasceLr. Thank you very much, Senator. We appreciate the
testimony yvou have given us and your candid and frank answers to our
questions, and the contribution you made to the work of this
subcomniittee,

Mr. Roru. You are very nice. As you know, [ always enjoyed my

ears of experience on the Foreign Affairs Committee with you, and
{ welcome this opportunity tobe here.

Mr. FascenL. Nice to see you back on the House side again. Thank
you very much for your assistance.

Without objection. the hearing record will remain open until Sep-
tember 17 for additional statements from Members desiring to sup-
port or to submit any statements.

[Mr. Stevenson’s prepared statement follows :]
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SKSTATEMENT OF SENATOR AbDLA1 E. STEVENSON

The United States alone among the major industrial nations has no single
agency with the authority and responsibility to advance its trading interests,
Other nations, more dependent on maximizing thelr share of international com-
merce, have long organized for successful and aggressive competition in the
world. In the U.8. we have been slow to awaken to the importance of overseas
markets and laggard about competing.

Inconsistencies and impediments in the treatment of U8, industrial and agri-
cultural exporters cost this country billions of dollars annually in lost export
opportunities. U.8. exporters fiace a webh of controls—antitrust, antibribery,
human rights, environmental review—and other restrietions which their counter-
parts abroad do not. Nowhere is there an agency with the authority and the
mandate to promote U.N. competitiveness. The absence of an advocate with the
visibility and clout to tight for consistent policies and minimal bureaucratic
restrictions has seriousty undermined U.N, export competitiveness in both agri-
culture and industry.

We can no longer afford the laxury of indifference, and in a post-Tokyvo Round
world economy the penalties will be debilitating. The Trade Agreements create a
framewaork in which nations can- and must—act if they are to reap the economic
gains of expanded trade. While other natiohs are poised to exploit these oppor-
tunities, this nation stands paralyvzed by difMised vesponsibilities for trade and
confused bureaucratic duplication,

My concerns are shared by colleagues in hoth the House and the Senate, and
the debate over trade reorganization now comprehends a variety of legislative
proposals as well as a pending reorganization plan. There is universal agreement
over the need for cons.li¢ated trade responsibilities, but the debate has been com-
plicated by the past history of the agency menst logically placed to integrate trade
functions, and distracted by the success of the Office of the STR in negotiating
the Tokyo Round.

For those who seek a «ingle government entity with comprehensive respousi-
hilities for trade policy and implementation, there is only one real course—-trians-
fer of trade functions from the Ntate and ‘I'reasury Departments, and incorpora-
tion of the Office of the STR, into the Department of Commerce. Yet xkepticism
about the ability of that Department to handle these responsibilities aggres.
stvely is so pervasive as the lead to the curious situation wherein thoxe who
seek unification of trade functions are actively suggesting and supporting pro-

posils which leave these divided—in an unwieldy. if nct totally unworkable man-
ner--hetween the Office of the STR and the planned Department of Trade and
Commerce,

The Administration proposes a Department of Trade and Commerce without
responsibility for trade policy or trade negotiations. With functions from Treus-
ury and State, and responsibility for export promotion and MTN implementation,
the Department acquires some clout, but not the means with which to use it,
Conversely, the U.N, Trade Representative has negotiating and polievmaking
responsibilities, but not the sources of authority with whieh to press forward, The
efforts 1o advance 7.8, competitiveness at home

and abroad will remain disen-
raged,

World trade has expanded sixfold since Bretton Woods and adoption of the
GATT. Over thix period. the dependence of this nation on aceexs to the markets
and supplies of others has grown no less rapidly. Effective trade negotiation is
critical if the UK. ix 1o continue to push back protectionist harriers and export
subsidies which threaten the world's economic stability. Yet the U.X. remains,
and would remain under the Administration praposal, the only nation whose

lrflde and commerer guthorities are different, uncoordinated agencies, equipped
\\'n_h neither the overall perspective, not the power to advance vhe nation's com-
petitiveness.

The Administration’s proposal does not =o far enough. By leaving negotiating
anthority in the White House. divorced from the eXport promotion and import
relief functions concentrated in the new Department of Trade and Commerce,
the plan leaves voices, lines of responsibility and strengths uneasilv divided.

A ‘Trade Representative maintained in the White House has access to the
Progxdent. we are told. Yet access to the carrots (such as export financing) and
sticks (such as countervailing duties) available to negotiators of other nations,
would be the province of the Secretary of Trade and Commerce,
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A Cabinet officer overseeing an agency with comprehensive responsibilities
for commerce, trade and technology would have access to the President and
more authority than an obscure, redesignated Special Trade Representative in
the White House. The Administration's proposal, and other legislative proposalx,
miss the crucial opportunity to consolidate the power and create the authori-
tative udvocate U.S. industrial and agricultural producers need. For these rea-
sons, I have introduced legislation to create a Department of Commerce, Trade
and Technology, S. 1493, This department would unite trade functions and
elevate international trade and investment policy to a status reflecting their
crucial importance to our economic well-being.

This Depaurtment wonid also, by absorbing the existing Department of Comi-
merce unite trade functions with the responsibilities for industrial policy and
technology. In the debate over trade reorganization, insufficient attention has
been paid to the fact that industry, technology, and trade are insepurable. Today
there is scarcely an industrial sector in the U.N. which does not face vigoroux
competition from abroad. ln three decades, the Japanese and Europeans have
recovered from World War 11 to challenge our dominance even in those industriex
where we had not peers—<electronies, communications, ant aviation. A company
which cannot compete ithroad soon finds it cannot compete at home, We are
losing markets at home too. If, asx I see it, trade requires competitiveness, it
makes little sense to divide-trade holicy from the respousibilities for the health
of American industry. :

Technology is the hasix of our ability to compu.e 2l road and at home. Tech-
nology-intensive products, measured by R, & D. inpot. still aceount for approxi-
mately 40 percent of U.N, exports, By contrast, R. & 1). intensive exports com-
prise only 28 percent of the total exports of Germany, Japun, France, and the
'nited Kingdom But these nations are cateching up—and a generation of LLDCs is
just behind them. Already, foreign technology is making large inroads in the
1.8, This year. Japan brings on a fourth generation of computers, and that is the
highest of the high technologies. The competitiveness of the U.N, in the world is
tied to support for technological innovation—and that goes for its competitive-
ness at home too,

Over the long term, reversal of our trade in balance hangs on our ability to
encourage innovation and inerease productivity. Measures to stimulate industrial
innovation are being considered in Congress : the Administration will soon report
an interagency study on the same subject. In all of these enterprises. the Depart-
ment of Conynerce occuples the center of a now disordered stage.

The stage is disordered. but the critics have been particularly acerbic. We run
soiie risk, I submit, by making organizational judgment on an ad hominem basis,
or by magnifying artiticial distinctions between “policymaking” nand "“implementa-
tion.” As this Committee was well reminded, “policymaking’” bodies vold of
implementing authority tend to atrophy. Moreover, compartmentalization of
“policy” and “implementation”’ may work on the flow charts at OMB, but in
reality “policy” tends to evolve from agency operations at leust as often as it
devolves on them.

The advantages of a policy unit in the Executive Office huve Leen overplayed
the Office of the STR performed effectively during the Tokyo Round, but without
Bob Strauss and an ongoing round of major trade negotiations, one wonders
whether the Office will not revert to its mmore characteristic obscurity. And, indeed,
its effectivenei:s should not be made to depend on conspicuous personalities and
proximity to the President.

OMBs plan. with its separation of the Office of the USTR from the Depart-
ment of Trade and Commerce, invites comparison with other attempts to divide
Execntive Office policymaking from agency operations. It invites recognition
that the CEQ, for example, has never enjoyed as much clotit as the EPA. and the
former Council on International Economic Policy was never uble to wrest de
fiacto policy control from strong Departments—or even coordinate it.

The Commerce Department is not strong. Yet there has been a reluctance to
acknowledge—in all this debate about past performance—a simple and inescap-
able fact. Strength, high-caliber personnel, and performance are all interrelated—
and all dependent upon the authority and functions an agency commands, Pro-
posals to divide its responsibilities for trade with another office will do little to
strengthen the Department,

If., however, the Commerce Department became part of a new Depart.nent
with significant evj.ansion of its responsibilities, morale, personnel and perform-
ance would be improved. The Department I suggest is not the Commerce Depart-
ment. It is a new Department with the single, strong, coherent voice on trade
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policy we all recognize ix imperative, and all strive. by our sundry methods, to
create,

N. 1493 achieves the eomprehensiveness other proposals luck. It unites within
the Department of Commerce, Trade and Technology responsibilities for:

1. Export proniotion and finaneing
2. Import monitoring and relief :
3. Trade negotiation;
4. International investment policy;
3. Industry and trade economic analysis;:
ti. Export administration ;
. Trade policy and coordination.

The bill draws the Office of the STR into the new Department. It links the
ixport-Import Bank and OPIC with the Department by making the Secretary of
Commerce, Trade and Technology Chairman of their Boards, 8. 1493 owes much
to the work of colleagues in this House—Representatives Jones and Frenzel: it
differs from their proposal by uniting trade negotinting authority with the other
sources of trade authority.

Commerce Department reorganization and Trade Department creation must
be viewed as twin questions. Industry, technology and trade are inseparable.
S. 1493 creates the only logieal and comprehensive institutional framework in
which :echnological innovation, industrial competitiveness and export growth,
all re.ated, can all be promoted more effectively. The Department of Commerce,
Trade and Technology I contemplate will not succeed without serioux reform
and expansion of existing programs in industrial technology. But this process has
commenced. 8. 1493 creates u frame within which to proceed. Attempts to create
a new Trade Agency or to prune trade policy from operation. play with some
parts of the puzzle, ignore others and advance ns little.

Mr. Fascerr. There being no further business, the subcommittee
stands adjourned subject to call of the Chair.

[ Whereupon, at 12:15 pan.. the subcommittee adjourned. to re-
convene subject to the call of the Chair.]
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