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PI'R()POSED FOREIGN TRADE REORGANIZATION

WEDAESDAY, AUGUST 1, 1979

IOITUSE ((F IREPREESNTATIVE',,
I.,E:;ISl..ATIO(N AND NA.TIONAL SECURITY' SUBC'O3MITITEE

)1-' TI E (M T'TEE N (T(iVEI-RNIENT ()'E:RATIO()NS,

W'ashington. D.C.
Tile sul)comnllittee illet. pursuant to notice. at 9:42 a.m.. in room 2154,

lavlirii IIona.s ()ftice Builtling, -on. ,lJack lrooks (chairman of the
slllbcollmnittee) presiding.

Plre.elint: Rteplles.ltatlves ,Jack Brooks. Don Fuqua. Elliott H. Levi-
tas. Frank I lorton, .Johin N. Erlen)orn. alnd( Arlani StanIelu and. .

Also 1)r's(t: IlEugelne F. I'eters. staff director: William 'M. Jones,
,geilern 1rai ,,l: Eliner W'. IIeldersol,. senllior coun(sel: Cynthia
Mma( l,,w. lprtcf-ionil staff nimember: F. ,Jean Grace, clerk; .ohn M.
I)ilc.tnl. Illioritv Statl director: and ,JaIles L. (;eorge. ninority pro-
f.ssional stall'. (' )01littee on Governmient ()pelrations.

OPENING STATEMENT OF CHAIRMAN BROOKS

IMr. B13RRoo Is. 'l'e subcommllittee wil. comL e to order.
Stv(veral bill. lIave been introduced recently providing for nlew enti-

ties in the (.xt.c't ive branch to concentrate on international trade Innat-
ters. In ad(lition. legislation signed into law last week by PIresident
('t('ler, illlllhllIliti lug the miultinational trade. agre(llents. included a
nmlllah:lte to the a(llniiistrat:1lo to submit to the Congress a reorganiza-
t lion of thle forin t rade agencies.

Lit view of thei increasing concern, exemilplified by this legislation,
that solmiethillg bIe (lone to improve the Federal Governmnent'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.

I would iask inanimous consent to insert in the record at this p)oint.
al opl)eing statenrerint beautifully l)rel)are(l and carefully thought out
b) MIr. Ilorton on the foreign trade matter.

[Mr. Horton's opening statement follows :]

(1)
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OPEN STATEMEIT FOR RELEASE Oil DELIVERY

OJGR SSMAN FRANK HORTOI 'WEDIESDAY, 1 AUGUST 1979
14TH ISTRICT, rEW YORK

(FOLLOWING IS THE TEXT OF CONGRESSMAN HORTON' OPENING STATEMENT
BEFORE THE LEGISLATION AND NATIONAL SECURITY SUBCOMMITTEE ON "RO-
POSED FOREIGN iRADE REORGANIZATION.)

MR, CHAIRMAN, I WELCOME THIS SET OF HEARINGS ON FOREIGN

TRADE PEORGANIZATION, TO COIN AN OLD -IHASE, I THINK 1HAT REOR-

GANIZING THIS GOVERNMENT'S VARIOUS AGENCIES CONCERNED WITH :OREIGN

TRADE INTO A MORE RATIONAL STRUCTURE IS AN IDEA WHOSE TIME HAS

DEFINITFLY COME, FOR ANYONE WHO THINKS IHAT US. GOVERNMENTAL

TRADE ACTIVITIES DO NOT NEED REOrFGANIZING, I WOULD LIKE TO QJOTE

THE FOLLOWING FROM A RECENT LIBRARY OF CONGRESS STUDY:

"SIX AGENCIES HAVE OFFICES PRIMARILY CONCERNED

WITH TRADE Pu ICY; THREE AGENCIES HAVE PRIMARY

CONCERN FOR EXPORT 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 INTERNATIONAL

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

DOES NOT NECESSARILY MAKE REORGANIZATION APPROPRIATE, THEREFORE,

IT IS NECESSARY TO LOOK AT THE MAGNITUDE OF FOREIGN TRADE AND ITS
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PROBLEMS, FOREIGN TRADE IS IMPORTANT TO OUR NATION'S ECONOMY,

DU1RING THE LAST TEN YEARS, U.S. EXPORTS HAVE 'MORE THAN QOUADRUPLED

To 143 BILLIGN DOLLARS IN 1978. WE EXPORT ABOUT ].6 EHLCENT OF

F VELRYTHING WE G(ROW, MANUFACTURE, OR MINE. AND, PERHAPS MOST

;V.F:ORTANT, SOME 4.3 MILLION AMERICAN JOBS DEPEND ON U.S. EXPORTS.

INTLRNATIONAL TRADE IS CRITICAL ro THE ECONOMY OF OUR COUNTRY.

IT NGW ACCOUNTS FOR ABiUT 15 PERCENT OF OUR GROSS NATIONAL

PHRCUCT. iN THE FUTURE, TRADE WILL BE EVEN MORE CRITICAL, AS WE

.UST TAKE ADVANTAGE OF THE MARKETS ABROAD WHI(H 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. IN THE MANUFACTURING GOODS

AREA, THE UNITED STATES DROPPED FROM A 20 BILLION DOLLAR SURPLUS

IN 1975 TO A DEFICIT OF ALMOST 6 BILLION DOLLARS LAST YEAR. ON

THE OTHER HAND, GERMANY AND JAPAN HAD SURPLUS OF 51 BILLION DOL-

LARS AND 72 BILLION DOLLARS RESPECTIVELY. IT SHOULD BE POINTED

OUT THAT BOTH GERMANY AND JAPAN HAVE MINISTRIES FOR TRADE. THE

CONTINUING U.S. DEFICIT COULD MEAN HIGHER DOMESTIC UNEMPLOYMENT,

DOLLAR PROBLEMS, GROW!NG INFLATION, AND A REDUCED GRGOTH IN U.S.

STANDARDS OF LIVING. THIS MUST BE CORRECTED AND CAN BE CORRECTED.

THE UNITED STATES HAS APPROXIMATELY 250,000 MANUFACTURING FIRMS,

BUT ONLY 25,000 AF.E EXPORTERS. IT HAS BEEN ESTIMATED THAT THIS

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

FOR THESE THREE REASONS, I WELCOME THE HEARINGS, FIRST,

THE PRESENT ORGANIZATIONAL PROBLEMS WE NOW HAVE WITH AGENCIES ALL

O'v-R TOWN, SECOND, THE MAGNITUDE OF OUR CURRENT FOREIGN TRADE, AND
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FINALLY, OUR INCREASING NEED FOR FOREIGN TRADE.

THE QUESTION THEN IS NOT "WHY" 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, TO 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 OFFICE OF SPECIAL TRADE REPRESENTATIVE AND

THE COMMERCE DEPARTMENT AS PROPOSED BY THE PRESIDENT.

I APPROACH THESE HEARINGS WITH NO PREDISPOSITION TO ANY

OF THESE PROPOSALS, BUT ONLY TO THE PROFOSAL TO CHOOSE WHAT IS

BEST OF EACH. I URGE MY COLLEAGL-. ON THE COMMITTEE TO TAKE

THE SAME OPEN ATTITUDE.
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.Mr. BROOKS. We have with Ius Mir. James AMcIntyre, Director of the
()ffice of Malag. 111vil1( BlldBudget. The ('exe('lltive l)IaIIC's reo'galliza-
tioll office is located in OMB. In addcition to his budget-making re-
slponsibilitv. Mr. McIntyre is in charge of .):overnmental reorganiza-
tion. I'riol to taking onl his responsibilities at ()IM 2 years ago. Mr.
.Mcintyre served in legal cal)acities for the Univelrsity of Georgia, the
(;eorgia Municipal Association, and for the State of feorgia in several
!)ositions illn tlhen-(iovernor C(arter's cabinllet.

A,.companying NMr. NIcIntyre is Mr. Richard Heimlich, who since
1975 Ilus )eenl A.-sistant Special Trade Representative in charge of
inlldustrial trade pIolicy. Prior to joining that office, Ir. Iieimlich spent
13 vears in a variety' of jobs in what i's now the Industry and Trade
AdIllinistration of the I)epartment of Commerce. He has a nlaster's
(eglee illn pullic administration from Syracuse University.

1Mr. Acintyre, who else (lo vou have wvith vou?
%Mr. \1cIx'rYR':. Mr. Eric Hirschhorn, lwho is in charge of our in-

ternal tradle studies.
lMr. BjltooFs. lie is a formller associate of ours for whom we have the

highest respect.
1Mr'. -Mcintyre. )lease proceed.

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

IMr. MI(cIS- TYRE. Thank you. MIr. Chairman.
I have a lengthy siatement which I do not intend to read for the

sllbconmlllittee. I would ask that it be submnlitted for the record and that
I restrict mv renmarks to some highlights in the statement.

MIr. 3jo(,Kjs. Without objection, your prepared statement in its en-
tirety will be miadle Illart of the hearing record.

[i Mr. .MclIntyre's prepared statement follows:]
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

*ASMnlOTON. DoC 20%1

FOR RELEASE ON DELIVERY
Expected at 9:30 a.r., E.D.T.
Wednesday, August 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 Subcommnittee:

I am pleased to appear before 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 mar!,ets.
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We have labored long and hard over the question of what

crganization will best promote these ends. Our consultations

with the Congress and our examination of the proposals advanced

b. var:;us Members -- including Congressmen Jones, Frenzel

and Glli;s Long, and Senators Ribicoff, Roth and Byrd --

nave been very helpful. 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 department or agency -- but we concluded

that strengthening existing institutions is preferable to

cr,-atlrS 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 resulting

pressure on the dollar. The MTN debate has heightened interest

in, and dissatisfaction with, our current trade organization.

New challenges, such as MTN implementation and trade with

State economies, will further test our government organization.
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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 dHmestic subsidies and

specialized restrictions on trade that have made it difficult

for our exporters to penetrate Japanese and European markets.

The MTN 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 net 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 tho U.S., but more importantly forces other signatories to

amend procedures that have discriminated against 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
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questions 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 thig 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 hoc committees with varying memberships, and

some trade policies (e.g., dumping and countervailing duties)

are not coordinated among agencies at all.

By strengthening the leadership for shaping trade policy,

we will give treade problems greater priority as the President

balances competing policy objectives. Trade will have higher

visibility, the administrative effectiveness of our trade

programs will improve, and the services the Federal 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 tu 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 to 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 approach and provides a strong institutional incentive

for successful implementation of the MTN agreements.

THE REORGANIZATION PROPOSAL

Briefly stated, we propose to strengthen and centralize

trade policy coordin;ation 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 ard countervailing duty cases, and the non-agricultural

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.
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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 hundred

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 con;t'.. ency is

very happy with the fine leadership of its Chairman, John Moore.

Third, we are not creating a mechanism tV could be a

focus for protectionism. This Administratiorn 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 agreements bear witless to this policy. At the same

time, there must De 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

address 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

to meet foreign competition due to such competitive disadvantages

as low productivity growth, inefficient and outmoded facilities,

changing market demands, high production casts, 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 bk 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 interested groups in the

private sector and with the Congress.

SPECIFICS OF THE PROPOSAL

Our proposal will effect changes in the areas of export

promotion; MTN monitoring, implementation, and enforcement;

import remedies; trade negotiation; trade policy coordination;

and sectoral analysis.
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Export Promotion

(1) C-aniercial 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. rurther,

there are questions whether the skills, training and career

aspirations of diplomats are consistent with the job require-

ments for the most effective commercial representation.

We propose to transfer to the Department of Trade and

Commerce the commercial representation 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, wcild be designed to attract

people with a strong interest in ccnunercial 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 Export-Import Bank f,.nctions as the principal trade

financing agency where normal commercial financing is not

available or for other reasons is not nccep.tabe,. The

Export-Import Bank does an excellent job. One area of criti-

cis-, however, has been that Eximbank sometimes assists with

flnancing where there is little foreign competition, or where

other commercial financing is readily available.

In order to help ensure that export financing policy is

consistent with export promotion policy (and trade policy

generally), we propose that the Secretary of Trade 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 following export-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 other agricultural matters in USDA.

The Office of Trade Fi'iance (Treasury), which provides

general policy guidance to Export-Import Bank and recommends

U.S. positions for international negotiations on the terms

and extent of official trade financing, will remain in Treasury

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

This is an important aspect of our proposal. What we

have Negotiated 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 outside the Executive Office by the

dr!,artments that deal day-to-day with these sectors of the

economy. Functions that would remain with these departments

include 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 cad,', 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 important tools for limiting trade-distorting practices

and 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

results ,i.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.

we recommend placement of the functions in a location that

will afford high priority to faster, efficient enforcement, but

we are not acting out of any belief that Treasury has a "free

trade" bias or Commerce a protectionist one.

we also will transfer Treasury's role in national security

irport 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.inal 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

ensure 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 clause, .Antidumping,

and countervailing 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 clause 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 violations are made. In addition, there will be negotiations

on bilateral trade matters and on non-tariff barriers.

STR will generally have the lead role in trade negotiations,

including those implementing the MTN agreements, conmmodity

negotiations (now led by State), and East-West negotiations

(also now led by State). STR will represent the United States

in GATT (General 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 arnd

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.

consuners and producers.

TLe new negotiating phase in the commodity area involves

a complex set of sensitive 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 disparate agency views to be coordinated

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 "cronis-leveraging,'

that is, our objectives in disparate trade negotiations will

be carefully coordinated. We may have leverage in one set of

negotiations as a result of developments in other negotiations.
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Negotiations in the United Nations Conference on Trade and

Development (UNCTAD) on the so-called Common Fund proposal are

in 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. In 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 (M}'A).

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 Commnunist

countries continues to be of special significance. As a member

of both the TPC and the TNC, the State Departibent 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 witLin 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 not 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 mechanism.

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 (iince
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r 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 commodity 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

Cor.ittee should assume policy coordination for East-West trade

policy. Also, the East-West Foreign Trade Board, established

under the 1974 Trade Act, has been largely inactive. Accord-

ingly, we recommend abolishing 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. Enerqy 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

issues in the Trade Policy Committee. The Department of

Energy will participate in TPC deliberations when energy

matters are under consideration.

Sectoral Analysis

Finally, xn 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 -lish this goal.

OTHER PROPOSALS CONSIDERED

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 outlined is the most practical and effective approach to

the trade problems we face. In fact, it borrows features

frou. 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 Spscial

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 idea. 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 
elsewhere.

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
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in a variety of agencies in addition to STR. The Trade Policy

Committee would have a separate, Executive Office staff of 5

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

vlie 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 diseretiontry trade remedies, which will allow

for their use as an adjunct to negotiations. We would Rot,

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

concept of a new trade department, separate :rom and additional

to the existing Department of Commerce. 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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serprate department wovld, we believe, further isolate it. We

believe that the Administration proposal addresses the problems

ably within the existing governmental framework and without

creating a new ireaucracy. In 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 of Trade anc cx mnerce and the Department of Agriculture.

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 dti.licating the Commerce field structure

that already exists.

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-

natior.al 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 is 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 our major trading partners implement the MTN will

help set the precedent for success or failure, and we will

st3.ll face a series of substantial and significant follow-up

negotiations.

For these reasons, I hope and trust that the House and

the Senate will 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 questions.
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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 s(everal points that came through loud and clear, Mr.
Chairman.

F irst 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 ,le ve lopling tragic Ioliy 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 commercial attache
functions from the State Department to a place in the Government
where the attac:llls coul(l concentrate on their function as liaison for
American business abroad.

Mr. Chairman, I think we have accomplished those primary recom-
Ilenlations in the lresidents l)roIx)sal. We have undertaken
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. industries.

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
llisines. It also alims to improve our eXl)ort l)romotion activities so
that U.S. exporters as well as the Federal Government can be better
informed about trade opportunities and challenges in foreign markets.

\(e need to iIll)lellement vigoroulsly the nitiltilateral trade agree-
ments. Whereas international trade negotiations in the past have con-
centr.atedl plrinarilv on redlling tariff barriers. the MTX 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
American business important developments and raising questions
internationally about foreign implementation. The MTN agreement
will work if wev estab)lisll proced(llles fol? monitorinlg and enforcing it.

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

Although the Spec ial Trade Representative takes the lead role in ad-
ministering the tra(le agreements program, Inany 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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it v capable of planning our trade strategy and insuring its implemen-
tation. 'We have come closest to this approach with the coordination
sirulcture that l)ack;tol)l)ed( policies on the multilateral trade negotia-
tions.

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

Brieflv stated, we proposed to strengthen and centralize trade policy
coordination and trade negotiation functions in the Office of Special
Rel)resentative for Trade Negotiations, which will be renamed the
Office of the U.S. Trade Representative. We would also give to the
Comnlmerce I)el)artment, which would be renamed the Department of
'I'rade and Commerce, added responsibility for export promotion, in-
cluding commercial representation abroad, antidumping and counter-
vailing dultv cases. and the nonagricultural aspects of MLTN
nlonitoring. In addition, the coordinating role of the Trade Policy
Comnmiittee will l)e significantly expanded. Finally, a position of Under
Secretary for l'rade will he established in the Department of Trade
laid (omnimerce.

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 onlv a few hundred would be moved.

Secona,. we do not propose to transfer or significantly affect pro-
grams that are working well in their current locations. Thus, we are
recomimending no shift in responsibility for foreign trade in agricul-
tural commoditiet troni the Departnment of Agriculture.

Simnila rlv. the (. cllnnre in the operation of the Exlport-lIrmport
Bank. which is w-)rking well, would be to make the Secretary of Trade
and (' onimercr, an , ex officio. nonvoting meimber of the Board of Di-
rectors of the lank. This would insure a coordination between the
Exl)ort-Import Bank's lending policies and trade policy.

Third. we are not creating a mechanism that could be a focus for
p)rotectionism. Tlhis dmlnlinistration,. like all administrations since that
of Franklin I). Roosevelt. has stood for trade on a broad basis with as
few restrictions as possible. The MTN agreement bears witness to this
policy.

At tlhe same time. there must be relief for injured localities, firms,
and workers. The MITN 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.

IMr. Chairman. the detailed changes are covered extensively in my
testimony. I will not go into all 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 I sai(l, 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!;ef policy, including antidumping
and countervailing duties to the extent legally permissible, energy
trade, East-West trade, international investment, and commodity
negotiations.

The 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.

The commercial attaches 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 ssctoral analysis capa-
bilities would be strengthened and import relief functions would be
transferred to the Department of Trade al: d Commerce from Treas-
ury and from the ITC.

The 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 problem we face. In fact, this proposal borrows features from
several of the sugges'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 things,
representation of the IUnited 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.

However, 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 to the policymalking 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
amonx 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 r.f 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 Calinet department. This
agency would include the major import relief functions and the nego-
tiation functions now located in a variety of agencies in addition to
STR.

The Trade Policy 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 NITN 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 Llat 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 v'iew from the Executive Office, will take the lead on
trade policy and negotiations, and operational functions will be lo-
cated in the l)epartnment of Trade and Commerce and the Department
of Agriculture.

We have two further problems with the idea of a new department.
First. nc ,-ing export promotion and export control functions out of

the C'ollmmerce 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
load to pressure for a new set of domestic field offices paralleling and
luplicatine the Commerce field structure that already exists.

Mfr. Chairman, I hope you share our desire that the Congress act
expeditiously on these proposals. The next 6 months are critical for
&l.termininr our trade posture for the next 5 years. Between now and
the end of the year our international trading partners will be testing
oulr Iiettle. They will seek to learn if the Ulnted States is prepared
and has the will to insist upon the new rights negotiated in the Tokyo
round. Inevitably some misunderstandings and differing interpreta-
tions will arise. This is a natural followup to any complex negotiation
process.

The way that we handle these initial challenges will affect attitudes
and expectations abroad for years to come. In the same'period the
GATTT will ibe reshaped, its organization changed, its new leadership
chosen, and new working patterns established to implement the MTl
codes.

Our early monitoring of how our major trading partners implement
the 1MTN 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.

Mr. BROoKs. When do you expect to send a formal proposal to the
Congress t

MrI. McCINTYRE. MSr. Chairman, I expect we would get a formal pro-
posal to 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, assistanc3 to potential ex-
porters, and other trade functions instead of shift ng the responsi-
hilities of existing agencies

Mr. .MTsTYmRE. Mr. Chairman, we have made efforts to improve the
tualit.- . he work. We have recommended increases in the staff for
the ii ?i'of;t r lief investigations in the Treasury. iWe have tried to bet-
ter '-,;r.l k.te the administration's trade policies as an integral part
of t, 7.% 'M negotiations.

' ile rFo .i problem is that, with the exception of the Export-Import
Blank and tih Office of the Special Trade Representatives, trade is
not the priority of the agencies in which trade functions are located.
It is our judgment that it is important to put these functions in a de-
partment that has as its primary function tlat 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. MfcIS-TYRE. First of all, the Commerce Department already has
major responsibilities in the promotion of exports. It has a domestic
field structllre that supports American business throughout this coun-
try. VWe felt that the Department of Commerce was an appropriate
place to build, upon functions that already exist within the Federal
Government.

In addition to the current operation of the domestic field structure
and the expcrt function, the Department of Commerce has a strong
sectoral anal ?sis 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 arld will perform the job in the foreign trade area which is ab-
solutely essential, as we both see itI

Mr. McINTyrz. Mr. Chairman, I think, by giving the Department
a 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 responsibility to enable it to
carry out the functions that you and I both think need tc 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 I

r. McIrT . Th. ere are approximately 400 people who would be
involved in total transfers. This includes approximnately 22( from the
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Department of Treasury. I have a breakdown of that, if you would
like it.

Mr. BROOKS. I would like that for the record.
Mr. lMCI.TYRE. Let me give that to you for the record, Mr. Chair-

man.
Mr. BRooKs. That would be very helpful. We will get to that ques-

tion if we ever get to this in September.
[The material follows:]
The 220 estimate for transfers from the Department of Treasury includes 11

fromi the Office of Tariff Affairs, 75 from the Customs Investigatory Unit and an
tadditionul 130 personnel for which a budget authorization is pending.

Mr. M5CINTRE. ,More than 100 commercial officers from the Depart-
mlent 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. BROOKS. You are not anticipating any new people?
Mr. MCIN'-RE. No, sir.
.Mr. BRooKS. Would the transfer to another agency of people who are

now performing the necessary trade functions inadequately really ac-
complish the goals of this reorganization or tfis proposal?

LMrE. MCIS-TYRE. 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.

IMr. M(lINTY-RE. I 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 mission that these people will be pre-
sented with the chlallenge 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 said 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 woull 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 attache positions
ba(nk into the Foreign Service.

Mr'. BROOKS. I 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?

NMr. 'McIsT-Rm. 5Mr. Chairman, I 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. BROOKS. They have assured you that they would be able to pro-
vide it and would lprovide it, or they have assured you that they would
be able to provide it I
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Mr. McINTYRE. They have assured us they would be able to provide
the support.

Mr. BROOKS. All right, but will they do it ?
Mr. McINmwa. Yes, sir, they already do. For example, the Depart-

ment provides that support for the agricultural attaches 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 Lest 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 thev 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. MCIXT-RmE. 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 attaches.

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. McISTvRF.. NMr. 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 continue to strongly support that policy and
not permit any undercuttir g of it.

Mr. BROOKS. Would , ou outline the trade policy hierarchy if your
propos ll were implemented 8

Mr. .fcINTYRE. I am not sure what that means.
Mr. BROOKS. Do you start off with General STR Coordinator

Strauss, or whoever would succeed him ? Then vou 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 is
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. McI;TYRE. 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 primary responsibility then for policy devel-
opment and coordination as well as for trade negotiations.

T'he Department of Trade and Commerce would have the responsi-
bility for the implementation and enforcement of the MTN agreements,
and for adjudicatory import relief.

'1'hen 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 would just point out those people
should be phased in very carefully. They are going to have to work
together. T'he best structure will be totally useless unless those people
do function together very closely.

Mr. MCINTY.RE. We are very mindful of that.
Mr. BROOKs. You, the President, and probably M r. 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 would the STR have over the
Department's Office of Trade?

Mr. McITyR:E. 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. BnooKs. You can see the potential problems 8?
Mr. McINrY-nE. Certainly. Those problems are even worse, though,

under the structure we have today where nobody is in charge.
Mr. BROOKS. I)o 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. MfCINTYRE. Well, as you well know, the nanre of the department
does have some significance. It is not the centerpiece of the reorganiza-
ticn proposal, I might add.

Mr. BROOKS. Names do have a lot to say.
Mr. 3cINTY Rx. 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.

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

rfl'. MCINTYnRE. That is right-hopefully.
Mr. BROOKS. Is consideration given in this reorganization to restor-

illng the pIromotion of travel in the United States since tourist dollars
are a big part of the economy in many of our cities ?

.Mr. McINTYRE. MIr. 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 Congressman Pepper is deeply concerned about that
from the standpoint of Florida I

Mr. MCINTrRE. Who is
Mr. BROOKs. Claude Pepper who is on the Rules Committee.

[Laughter.]
Mr. McINimYR. 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 tlhe 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. BROOKS. 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 attaches, 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 countlies where the Commerce
Department with its attache will not be represented ?

Mr. McINTYRE. What we tried to do was to identify those countries,
over 30 countries, in which the commercial attaches have as their pri-
mary responsibility the commercial liaison function. Right now in
many of these officers yo)u 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 attache 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 I
Mr. ERLENBORN. 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 connotation that
dealt with goods whereas commerce was much broader and included
services.

Mr. ERLENBORN. I 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."

Tile synonym for trade, by the way, is commerce.
Mr. McINTYrE,. If the name is the most significanC 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 in Spanish but one of those letters pointed out

that in Spanislh the new department would be described as "El Depart-
nmento 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 split policy from implementation ?

Mr. MCINTYRE. 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 responsitbilities.

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

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 responsibilities. but I think it
is highly desirable that they be split.

Mfr. LTEVITAS. Will my colleague ield ?
Mr. Er.ENBORN. I would be happy to yield ?
NMr. LEVITAS. Thank vou.
T am very troubled by the question and the answver. It seems to me

when you iive policy considerations and formulation to one high-level
official but that person has no responsibilitv for the success of carrying
outt 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 inlpression--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, and
things of this sort. The nee(l for improvement is not in that area but in
actuallv 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.

WVould you comnment on that ?
Mr. McINTYRE. 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 attaches 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 focus for educating
American businesses on how to get into the export markets and seeing
that the MTN agreement is properly implemented and enforced both
at home and abroad. The benefits of this arrangement far outweigh
the possible concerns about separating policy from implementation.

Mr. BrOKs. We have a vote on the floor now. I do not think we
ought to capsule tnii> 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 taken.]
Mr. BRooEs. 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, whatever
we ultimately call it.

I would like to observe that, although I do not agree with the under-
lying philosophy of the executive branch organization, 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 palticular and the working men and women in general.

As 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
separate from any one of these narrow constituencies.

I 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 orgaaized 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. Horror. 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. McIrmz.m We will be glad to do so.
Mr. HoRTON. 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 input 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. EmzxoaNx. 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 model .'. what ought to
be done, whichever route you go-whether it W. legislation or a
reorganization plain.

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

Mr. MCINTYRE. Thank you. I think that process wcai ked well in the
development of the MTN legislation.

Mr. ZRLENBORN. It certainly did. That really was a model.
Mr. MCINTYRE. We intend to try to follow a similar process in the

development of a consensus on how to proceed with respect to the trade
reorganiza-,Aot.

Mar. ERLENBORN. Thank you, Mr. Chairman.
Mr. BRooKS. Thank you very much.
Mr. HoRTON. Mr. Chairman, I have to go to another meeting. I will

try to return shortly.
However, 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 certain 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 I

Mr. McINTrrm. 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. I priority. In that regard,
giving it these new responsibilities and giving it a specific focus on
both domestic and international commerce and trade activities could
prvide greater vitality to a department that now has a 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 struc-
ture.

1Mr. HoRTos. 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. I 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 t How
are we going to cut back on personnel I 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 comn;mittee and had sonic good points, if you can do that as you
present this, ii 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 those savings
in the efficiencies and economies so that they can be spelled out when the
legislation is sent up, I think that could be very helpful, too.

.Mr. NIcINTY:RE. We will be glad to try to do that,Mr. Hortor:.
I might emphasize at this point that this reolgan.izatiol dons not

have savings as its primary purpose. We are not talking 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 MITN 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 altlitional money. There may be some initial cost involved
with consoli(lating people. bringing the systems together, and coming
up with one financial and mnanageiment information system. Here again
the cost would be vervy. verv minimal.

NMr. IOKTON. The goals you spelled out are good and worthy goals. I
am sure when the messagre is sent up and( the legislation is sent up, those
are good goals to enunciate and will appeal to the MIembers, especially
kntw"ing what the problem is in the trade area. What you are talking
about is consolidatlon and niaking 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. McIxTYRE. We certainly will provide that information. We also
will )rovide 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

expenditures, except for an annual-expense of about $300,000 for the salaries

and clerical support of the three additional senior Comnerce Department

officials and a non-recurring expense of approximately S600,000 in connection

witt the transfers of functions'provided in the plan. In view of STR's

futLre increased responsibilities, we do, however, anticipate a substantial

increase in the trade representative's resources. The exact size and nature

of this 4ncrease is being examined in the course of preparing the budget

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

congressional consideration in the authorization and appropriation process.
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DEPARTENTT OF COMIZRCZ

PROPOSED TRADE RZORGANIZATION PLAN

SECRETARY OF TRADE AND COMEZRCE

The Secretary of Commerce will become the Secretary of
Trade and Coamerce 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 thd export control
system; and import regulation programs of antidumping,
countervailing duties, and Section 337 cases.

The Department will have a key role in trade policy 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 Coamerce, the
Secretary will assure that other 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 communities, minority business development, industrial
productivity analysis, maritime, industrial innovation,
cooperative technology, product and industrlal standards,
and secretarial field representation.
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UNDER SECRETARY FOR TRADE

The Under Secretary for Trade will be responsible for overall
development and management of the trade functions in tne
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 Statee. 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
policy ahd programs and trade development to ensure con-
sistency between AdMinistration policy and trade operations.
To accomplish this, the Under Secretary oversees coordination
between and among the following areas:

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

o sectoral analysis capability and trade policy and
regulatory functions;

o Foreign Commercial Service and trade policy and
regulation;

o 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 Secretary
will have no direct operational or program responsibilities.

The Deputy Under Secretary will:

o Be responsible for oversight of day to'day operations
to ensure that these activities are conducted efficiently
and smoothly.

o Be responsible for the administrative functions (e.g.
agency level personnel, budget, administrative services,
and others).

52-189 0 - 79 - 4
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ASSISTAiT SECRETARY FOR TRADE DEVELOPMENT

The Assistant Secretary for Trade Development will be
responsible for carrying out the policies and programs of
the Department 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 toexpand the export-
consciousness of American firms and to facilitate entry into
international trade; and efforts to prbvide assistance to
American 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
Domestic 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 coordinated services will be
available from point of manufacture to 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 responsible are detailed on the following pages.



47

FOREIGN COMMERCIAL 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 direot support to
Trade and Commerce (TAC) overseas promotional activities
such as trade missions, trade fairs, and procurement
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 of 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 commercial 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 promotional 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 marketing strategies.
The service conducts seminars, workshop;, and conferences. It
utilizes Export Development 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 also advises the business community of
significant trade developments, trade policy issues and
technological developments.

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

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

The Export Development unit has primary responsibility
for planning the export development programs in non-Communist
countries. Its 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. It supports ovenseas promotional
activities through management of Export Development Offices,
development of overseas trade missions, sponsorheip of special
missions, and other trade and investment activities. This
unit, particularly its staff of country commercial experts,
is responsible for providing counseling services to U.S.
business on foreign markets, for Market research, and for
technical support to other units c4f Trade and Commerce (TAC).

This unit supports staff for Trade and Commerce information
programs, including the Worldwide Information and Trade
System (WITS). Such information is 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 assistance 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 Expcrt 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 betvqen the United States
and communist countries, helps Amrican 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 embassies and other communist government
etntities in the U.S. It provides support taor the Cabinet-
le'ael joint economic commissions, seeks resolution of com-
mercial problems, and assists in the development of commercial
policy toward individual communist countries. 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 liaison 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
briefings on "how to do business", arranges contacts between
U.S. business and foreign trade organization officials, dis-
seminates information on business opportunities in communist
countries; and assists U.S. firms in transaction problems
involving Federal agencies. In 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 of communist economies, and
the economic impact of East-West trade on the United States,
its communist trading partners, and other nations. It 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 SZCRBZARY FOR St ADZaIN#STRATSO.

The Assistant Secretary for Trade Adainistration 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 program 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 Antidunping 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: antlboycott compliance, industrial mobiliza-
tion, foreign trade zones, unfair import practices, (I 337) national
security investigations, and several other statutory import
programs.

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 recoemendation
for disposition of the case.

In countervailing duty cases, this unit investiqqtes 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 (IfC) investigates and
determines whether an industry is materialLy injured or is
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 functions, this unit will also include
the following import related activities:

Unfair import practices (§ 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 economic 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 Admini;tration unit will consist of 310 persons.



79

a

Iq

.4 ~ ~ ~ ~ ~ ~ ~ ~ U 4

cc u~~~~~~~~~~~~~~ic

PL~~~~~~~~E

r~~~~~~~~~~~~

0 O.

-a-

o ~~~~~~Os

· 14

~~ ~ ., U·

04 .0
EI . 0f

o s 1
14

i r r4i

ok a
id S

'4 *4 .

SO. i; '4, I

r, U

w eu

d *.~~~
-* *~ U

i -re~
a x ;t

48~ ns '4

.4 C45 .4~a1 6.4 U
ar aq .u: u

O -U .0:wo

* ~ 14 '· .4 8q ~,
14 ~~~a48tb5 .



54

ASSISTA;NT SECRETARY FOR Tr'DE POLICY AND PROGRXMS

The Assistant Secretary for Trade Policy and Programs is
respcnsible for developing and operating an effective trade
poi cy implementation mechanism within the Department of
Trade and Ccrmnerce and for operating a variety of trade and
investment programs to improve the U.S. trade position.

The Assistant Secrtary provides overall directicn and coor-
dinati-cn of international economic policy formulation, research,
and inalysis within t.,e Department, advising the Secretary and
Under Secretary on such policies and programs.

The Assistant Secretary for Trade Policy and Programs will be
princip.la'y responsible for the follow-up, implementation,
and! .cnitoring of the MTN. The Assistant Secrctary will be
responsible for closely coordinating with other involved
offices and acencies these responsibilities and the process
of educating U.S. business on the rights and opportunities
resulting from the MTN.

The Assistant Secretary supports the Department's activities
in international trade, economic, and investment matters --
and is an active participant in U.S. representation in GATT,
CECD. U:C-TAD, ILC an-i other multilateral deliberations and
negotiations. The Assistant Secrettry establishes and super-
vises the im.plme-.ntltion of the Department's interagency policy
role in such or:an;zations 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.g. Korea, Yugoslavia); operates trade
facilitation efforts to resolve specific commercial complaints
(e.g. Japan); and provides staff support to the Secretary and
Under Secretary for meetings with foreign visitors and trips
abroad.

Th-. s.ecific programs and activities for which this Assistait
Secretary is responsible are detailed on the following pages.
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TRADE AGREEMENTS

The Trade Agreements unit is the primary source of trade policy
development and support within the Department 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 resolution 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 regarding 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--including investment, East-West trade, etc.--in
addition to trade agreements, is administered here.

In the import relief area, Trade Agreements (1) provides
staff analyses to be used by the TPC in reviewing and
considering section 201, 301, 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, Faading negotiations and/or renegotiation of
bilateral and multilateral trade agreements, such as the
expansion of MTN code agreements, commodity agreements, orderly
marketing agreements, international sector agreements, etc.

Other activities include the examination of U.S. access to raw
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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i:;AN.;C AiD INV'ESTMENiT

This unit develops and -;plements policies and examines laws,
re:;ulaticns. anr ;nstitutions in the financial and investment
ar--as to determine their effect on U.S. trade and investment
flows. It reccmm-ends changes in these to improve the U.S. trade
icsition. and it m-c.t.crs and analyzes inward foreign invest-
ment in the United States.

It represents the 'epartment in international finance and
develcp-ent ass'stance affairs, especially those affecting
excr-t expans.on. Tisi includes providing analyses.and staff
sl;;-rt for Deoporte'ta. representation on the N;ational
Ad',iscry Co]Lncil i';AC! and other bodies dealing with e-port
finance, expcrt qura.tees and credit insurance, and bilateral
arn multilateral aid iclns.

It examines the efect of U.S. tax laws sad practices on U.S.
trade ,_m:pt_·t '.':ess (D:SC, fcreion tax Y:redits, taxation of
.S. overseaa p.rsronnnul, etc.i. It cor-'Cts cc:nparative

3na.ys.es of foreign tax practices, and makes recommendations
for chan-3es.

Reprcs,-.ning t.e Dep3rtmpnt in matters relating to U.S. direct
.r-.es"'ent, It analyzes investment trends and consults with
[Lu$iness cn U.S. regulations and international practices affect-
In^ invenstm-nt. It reccorends actions in bilateral, multilateral
~n,2:,-it.sl n cz-'..-stment. It develops positions on multi-
nai-cnal corcra-ion ('::C) issue, prov;dinq staffing for
icpar~-._ r-cta parti-cipation in M:;C code issues and investment
di'sp'.r ,. It .d'.:es p. programs, po!:cies and lecislation
affect:in in-vestm-n, abrcad and analyzes the balance of payments
effects of such investment.

It analyzes trtnsictl.ns of domestic and international trade
financinqg nstitut:cns from the perspecti:,e of effects on U.S.
trnat.. It c m:ares U.S. practices with foreign practices and
ruccm-?.end- ch2anes I. J.S. practices. It also pr.o/ides stiff
suppo,3r- for Secretairia l membership on Export-Import Bank Board.

it den:. -n?!^.s ·rec ,r-meinations to improve thr access of '.S.
o;er'v: industr:es to fore.i;n markets, r.-presrnt.n,; the
--p.,art-ment at i-terce-ncyv and ;nternaticn.al groups dealin;
with 'iijti:,n, sea adn m-ultimcdal prc-os-ils.

it c.lrtes statutor. programs co monitor and Analyze ftorreion
inr.'o:-tr"-nt in t':- :f'.~!: States. It i lntities problems and
recr-.tonds remedi., i.tion as necessary.

.he F'inance and £nvest--ent unit will inci-;J 5, persons.
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M.C;Y PA;:;'.:;C A';D ANALYSIS

This unit conducts research and analysis on U.S. trade and on
all factors affecting future trade prospects, developing
policy recommendations to enhance the international trade
competitiveness of the United States. It is the principal

source within the Departmenrt for developing positions on
internaticnal positive adjustment policies and on international
sectoral issues. O:n the basis of its own research and analysis
as well as that of the new Bureau of Industrial Analysis (BIA)
and other parts of the Gcvornment, this unit forecasts future
trade trenr!s and is respcnsible for developing longqr term
policy options for U.S. trade and investment.

In conductinr policy analyses of positive adjustment issues and
international sect:-ral isnues, it draws on the micro-economic
and industry analyses of B9;A, using these studies and data
alonh with other infor.ativ: to formulata and evaluate policy,
options and to recm-nmend rolicy positions. It develops
positions to take on international positi:ve adjustment policies
in the OECD and other forsms, it focuses on sectoral issues
related to MT'; im. em.entation and to other trade and investment
agreements and poiicies, and it participates in or heads U.S.

delegations to in.ternational meetings concerned with sectoral
or positive adjustment issues.

In sucrtinqg :.e der;lorment of faster U.S. export growth and
a stronger compet:tl'. pFcsiticn, this unit examines the effects
of trade ;ncentives and disincentives of the U.S. and other
governments. It serves as the central contact point for

collecting and evaluatinq information on the likely effects of

changes proposed to improve the U.S. export position, develop-
ing policy options and recommendaticns.

It also forecasts lon':er-t-rm trade developments, with particular
emphasli n ice::tif.i.'n; fu!re trlde problems that will face the
United States. It Identif'e- longer-run trade and investment
policy objectives, hasinq these on its forecasts ahd its program

of research into U.s. trade and the factors affecting U.S. com-

petltiveness. It etvaluat±, s the effectiveness of U.S. trade and
investment policies and compares these with major competitor
nations. It uses mathemat:c2l models to simulate the effects
of future policy alternatives, and provides the planning frame-
work for trade policies and programs.

The Policy Planninq and Analysis unit also develops and maintains
comnuteri zed data bases and provides trade and international
economic statistics to ot':-.r parts of the Government and to-
U.S. business.

This unit will include 70 persons.
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TEXTILES ACID APPAREL

The Textiles and Apparel unit is the organization in Trade
and Commerce that is responsible for the economic well-being
of the U.S. textile and apparel industries, domestically and
internationally. Its 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 tb the Committee
for the Implementation of Textile Agreements (CITA): and,
promoting the expansion of exports of textiles and apparel.

This unit prepares monthly performance reports which show
imports compared to restraint levels for each bilateral agree-
ment country. Problems of implementing the agreements are

a,i6.lyzed and brought before CITA for resolution. This unit
makes special tables and analyses used by the U.S. negotiators
of textile and apparel agreements. To accomplish this, it

gathers and reports basic statistical data on imports. It
prepares monthly reports on the overall import picture, comparing
current monthly data with prior years. It is concerned with
monltoring imports from uncontolled countries. It classifies
problems arising under agreements and trains foreign officials
in A.S. classification procedures.

In addit;cn, -hi; unit Drovides current economic data and
analyses of ccrnditons Ln the domestic textile and apparel
markets, includi:n the impact of imports on these markets. It
is responsible icr the textile and apparel export expansion
program and, in conjunction with the STR and other organizations,
reduction of non-tariff barriers. Finally, it provides
structural assistance to the industry .n the form of new

technology, researchn and development, and management training.

The Textile and Apparel unit will have a staff of 47.

Tnls Is dune as part of negotiating teams made up of State,
Labor, and headed by the Chief Textile Negotiator from the

Office 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. MCINmiE. We will be glad to do so.
Mr. HowrON. Thank you.
[The material follows:]
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'REORGANIZATION
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September 19, 1979
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SEP 2 1 1979
Leg in. i ,ri: rAC:'_1
Se-.rity Succrr.niattee

Hon. Frank Horton, M.C.
House of Representatives
Washington, D.C. 20515

Dear Representative Horton:

I am pleased to enclose our responses to the questions you
raised regarding the Administration's trade reorganization
proposal.

I look forward to working with you to make this proposal a
reality.

Sincerely,

Harrison Wellford '
Executive Associate Director
for Reorganization and Management

Enclosures

cc: Hon. Jack Brooks, M.C.J

EXECUTIVE OFFIC: OF T-E PRESIDENT * OFFICE OF MANAGEMENT AND BUDGET
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QUESTION: 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 Commerce?

ANSWER: 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 employ-
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.S. government mechanism 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.

s2-189 0 - "9 - 5
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QUESTION: If there are not going to be any more major MTN
negotiating rounds, why do we really need the STR
office? Wasn't the STR really created just for
these major trade negotiations?

ANSWER: 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 contiru4 ng major trade negotiations
of the type requiring the attention of STR.

QUESTION: According to your fact sheet, U.S. 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 countries does this include?

ANSWER: "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.

QUESTION: Why didn't you limply switch all colmercial attaches
to the new department?

ANSWER: We are switching all full-time commercial officer
positions.
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OQESTIONs Besides renaming the Department of Commerce and
establishing a new Under Secretary for Trade, what
are you really doing new and different to increase
exports?

ANSWER: 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 Ccmmerce" might be confusing or
redundant, we have decided to retain the name
Department of Commerce.
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QUESTIONt Who will have the final authority on agriculture
exports? Will it be the new STR office, the Trade
Policy Committee or the Agriculture Department?

ANSWER: Most agricultural trade functions, such as the
promotion of U.S. agricultural e:ports by the
Foreign Agricultural Service and the activities
of U.S. agricultural attaches, vill 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
internatioral 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
Cornittee.
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QUESTION: Now many people would be in the new Office of the
United States Trade Representative?

ANSWER: 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 be 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.

QUESTION: Do you think that there will be enough people to
properly do all policy coordination and trade
negotiations?

ANSWER: Yes. The reorganization will improve coordination
of trade policy, thus providing an opportunity for
more efficient and effective utilization of avail-
able resources.
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QUESTION: Besides establishing the new post of Under Secretary
for Trade, do you anticipate any people will be
added to the new Department?

ANSWERt At this time, we do not envisage 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

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

ANSWER: Our proposal does not call for moving these two
agencies from the Department of Commerce.
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QUESTION: Will you have to increase the staff for the Trade
Policy Coeittee and, if so, how large an increase
to anticipate? Would they be part of the STR staff?

ANSETRI 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.

QUESTION: Did 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.

ANSWER: We did consider transferring STR to the Department
of Comerce 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 4ould 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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oLTSTIOm: What would be the relationship of the State Depart-
ment'a 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?

ANSWER: Both these offices play a larae 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 Comniercial and Mari-
time Affairs which will, after the transfer of the
major trading partncr commercial attaches, 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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QUESTION: Even though you do transfer some Treasury Department
functions to the new offices, there are still many
left in Treasury that are trade relate.. For example,
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?

ANSWER: The Treasury Department, a: well as other agencies
in the Government, will retain substantive and
policy interest in trade matters. This is consistent
with long standing congressional intent (see, for
example, section 242 of the Traie Expansion Act of
1962, 19 U.S.C. 1872) that U.S. trade policy take into
account a number of domestic and international interests
including those of financial institutions, labor,
consumers, business, farme-r, importers, exporters,
et cetera. Retaining some 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.

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

ANSWER: 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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PuSErNT'S REoaoaMsATION IP)OJETr,
WOsAhrstor, D.C., October 5, 1979.

Hon. FRANK HOSTON, M.C.
House of Representotioe.,
Wathington, D.C.

DrA CONxOEssMAN HorToN: I am pleased to enclose the answer to the re-
maining question asked by you with respect to the Administration's trade
reorganisation proposal.

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

Sincerely,
HAM SON WLLYrORD,

Boecutive Auaoofate Direotor
for Reorguanuiatio and Managensent.

Enclosure.
Question. What kind of career do you envision for the commercial attaches?

Would they be Foreign Service Officers on loan from the State Departmenlt? 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-
i ng 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. field 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.

M r. BRooKs. The gentleman from Georgia, Mr. Levitas, is recog-
nized.

Mr. LEVITAS. Thank vou, Mr. Chairman.
Mr. McIntyre, before I get into some specific questions about the

proposal that 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-
mnent was one of the main goals, campaign commitments, and perhaps
even the primary comnlitment 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, hasiqng experienced it togetherknow the background that Gov-
ernor Carter had in this when he served 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 212 years into it,
my assessment is that it'has been a ver: 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.

In 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 Pdminis-
tration thus far.
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I came across something the other night that I think I 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 sonme of these plans had been rejected. the American public
would have responded in support because I think they want to ste
bold changes and dramatic changes in government. Thus far I have
not seen that.

Mr. MCINTYRE. May I comment on that?
Mr. LEVIT.\S. That is whv I made this observation.
Mr. MICIN.TYmE. First of all. I think that the administration and

the Congress have niade a good record in reorganization.
FIor example. we have tackled a problem successfully that has ex-

istedl for a hulndred years--civil service reform. That may have the
most far-reaching inmpact of any reorganization that this committee
has proposed. passed. and executed. Only time will tell.

We have undertaken to tackle the regulatory problem. 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 developtment of regulations. We have tackled that and are making
progress.

That is not something you 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 pr)ocess.

We have presented legislation which this Congress has passed to
dleregulate certain activities-for example. the airlines. We hlave pro-
posed reorganization plans to get rid of the complexities in the Fed-
eral (overnlment on equal employment opportunities.

Mr. L:VT.AS. Let nie interrupt you right there if I may.
I think the administration has made tremendous progress ill reg-

i.latory reform. It has not gone far enough yet, but I think you have
niudle remarkable In'ogress. Airline deregulation has been a major
stel) forward,. although the major accomplishment of deregulation was
to abolish and sunset the CAB, which I proposed and which was
finally written into the law and which the administration opposed for
about 1 I months. I just wanted to make that observation.

Mr. MICINTYRE. Mr'. lOvitas, I amn sure you and I would agree on
Inmny boll reorganization efforts. However, we have tc be somewhat
Ipractical as to what we submit to the Congress I)ecauge we want 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 molre controversial plans
the committee would have been willing to undertake, However, we
have made a good effort.

I share your concern. I came to the Government hoping we could
have sonie' lolder reorganizationls. Dealing with the realities of the
situation, withl some of tile concerns of Congress and interest groups,
as well as the agencies themselves, I think we have made good
progress.

In fact. I intend to document that progress because I think it would
I)e 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. LEVITAS. I would be very interested to see that. I think there
have been some changes which have been nlade and they are positive.
However., it has not been the type of bold effort-

Mr. BROOKS. Would the gentleman yield ?
Mr. LEVITAS. I would be happy to yield.
Mr. BROOK.S. It might be well to submnit a short memo in reply to

that question for insertion in the transcript of this hearing.
MIr.. ICIN-TYnE. AVe will do that.
[The material follows:]
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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

Regulatory 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.9

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.
tThe Administration is currently pursuing deregulation efforts
in the trucking and railroad industries.p
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Paperwork Reduction: President Carter has combined his
regulatory reform efforts with a b:oad elfort to reduce
government paperwork 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 figure represents an estimated
reduction of 125 million hours in the time the public
spends filling out Federal forms.

II. Reforming Government Management Processes

Civil Service Reform: One of the most far-reaching
of the Presi ent'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
a 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 wousld ave an additional $10 billion.

}r ° 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 government waste and corruption.
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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 guidr-r,-
for our Inspectors General.

* Advisory Committee Reductions 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, ti~'
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 interagency
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.

III. Structural Changes in Government

Energy: A Department of Energy was established to
ensure that responsibility for energy-related functions
will be vested in cne organization that can be held
accountable for Federal energy police. On another
energy front, a special Federal Inspector for the
Alaska Natural Gas Transportation System has been
created, and all Federal Government enforcement
activities pertaining to the pipeline project have
been transferred to this new Office. For too lone
now, industry has criticized the inability of governm.ent
to work constructively with them to expedite pro-ects
of national importance. We feel that the Federal
Inspector will effectively represent the public lIzL=t.'.t
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 tonls to implement a successful natioid.L
energy policy.



g5

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 c-eation 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.

O Trade: This Administration has proposed a major
reorganization 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 coomfpetitiveness of U.S. industry.

Reoranization Plans: The Administration has sent 8
reorgantization plans to the Congress and had them all approved.

Executive Cffic4- of the President: Reorganization Plan
No. 1 of 1977 dealt ;with 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 1977 merged the U.S. Information Agency and the
State Department's Bureau of Educational and Cultural
Affairs into a new United States International Communicationc
Agency. This reorganization provided a more efficient and
objective Fetting for the carrying out of U.S. public
diplomacy and cultural and educational programs overseas.
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Civil Rights Enforcement: Reorganization Plan No. 1 of 1';79
consolidated the government's equal employment opportunity
enforcement activities. Its purpose was to both strenothon
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. Its purpose was to establish a clear-cut respol,,i-
bility for personnel performance and protection of
employee merit system rights.

Disaster Assn-tance: Reorganization Plan No. 3 of 1978
consolidated Fe--deral 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 consoliE aed enforcement functions 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 programs into
a new International Development Cooperation Agency.

Other reorganization proposals are pending. A bill overhauling
the Law Enforcement Assistarnc. Administration and creatii.s a
National Institute of Justice is awaiting action in the Louse.

Two defense studies were initiated by 0MB 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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Service Secretaries, and Service staffs; the Naticnal
Military Command Structure; and Defense resource management
were completed in 1979 and recommendations are under
review. A study recommending improvements in the integration
of national security, foreign affairs, and arms control
policy was completed in September 1979 and is being reviewed
by the President. f..all: 3.e~'e,,, r ho Her . t Ae .L

be #-I alA p.ef s .f thE S &+.;re S,,*;.e se i -_-

boon 'J#J P3t*, s Di
Conclusion sle a.s S.,., .~,. .

The President's reorganization 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 foundation 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 opportunitv during the hearings on a reorganization plan to have
any persons who have concerns come before this committee and mnake
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-krown, and effective one-house veto mechanism
which both the administration and I so strongly support, would be
the most effective way of doing it.

Mr. NMcIntyre. we are talking about improving U.S. trade. That is
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.

Mir. MICINTYRE. Iet 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.
Mir. McIsTnr:u. Certainly.
M r. LEVITAs. There was. as you know, a Joint (omnlerce-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 generall :agreed or widely understood U.S. policy on the extent of
need for or t'he 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.

MI'. HEIMICIL. Mr. Lev-.tas, I think your question could be answered
at any one of a number of levels. I will try to answer it at the nmost gen-
eral and most simiile level. I think if one tries to define all the details,
this exercise would take a good deal of tinle.

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 pllace on a fair basis. In other words, the basic economic
factors that ought to determine trade are given a chance to really de-
termiine 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 annou;eed
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 trade can take place
on a fair basis is verv clear.

Mr. LEVIrAs. lWhat p)ercent of the U.S. gross national product is
attributable to exports ?

NMr. IIEIMLIC i. .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 ?

II II I I I
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Mr. Iit.Imi..l 1. Amoing the Western countries we probably have the
lowest p)rol)ortion of tradhle to economic ac(tivity of ainv country. We
cotlll .up tipllv you Withi tile ietalils on sole lof thl(es other coulntries.

IMy guess tlhlere woouldl wd we ewould e talking 'lolut percentages on
t he orle lr of )5. to:1) 'per('ent.

Mr. I,:vx'r.rs. I woildh alppreeiate for tit( re(norl. if it would be pos-
sile. a '(,,lipari:oli of th,, )er(eentagre of gross lnational product
at trtil, tall e t. .ort trt I (n t t te ' nited S;tates. the European
a*t 'OllO( i *Olla lilllt v (o'll t ies, a lit *Jatan.

MrI. BliHc,.is. 'I'::lt w\vouldl In, xsellent. I'm .iure it wVould be no trouble
for !Ir'. M'clintyres' staff to s ipply that. It will most probably reflect
thalt till I .S. ;,ci'(,Ilt:ages ,tre very slmlall comlupared to European

Mr .L t:vvr,,ts .Thanik yo.M. Chairmian.
[TIh( material follows :]

E XP'OwT SIIAH itF (F!t)oi , NATIONA. PRO()DCT, 197S

U NITE) .'TATE8-JAPA N-EU'R(PEAN COMSU N ITY

197; c(xpports perment .VSP
l'ercen t

I'nited Xtates -. _- _-__._____3 - - ---_-.___ _--__________ S. 3
Ja)au -- ___- ____ - -__-___ ____- - -___ -_ _ __-____- __ 11.7
EuroIeautI c(OLIiiunity:

Franllce ----_..----- - -_ __ _ _- ------___ ______ ______-___- _ 19. 9
Germany !'ederal telpublic) ……-____-__- - --______ --___ 27. 0
Italy)_ -_ __........... .............................. _ . . ......--- 24.6
Netherllands -_-_.-- -_ __-- - - -- - - -- --_-_-_-___ ------ --____- _- - - 47.4
United Kirjtdo--,l .-.. ... _ ..__........----_ __---- -___ -- . 27.6

Soure : Int(ernatio)il F"inancial Statistics, IMF,

Mr. II:l .rlc:l. Exc'(iie nie IIMr. Jl\vitas-. I wouhl(l like to comment on
that.

'rlre :ar. reat:1ont wihy tl:ht percentage is smlall. It is not simply
bie.aus(v we hayve )leen negligent in tryilng to pr)lomot, exports, but
becaue we hal:lve thl( larrgest mnarket. it is also because we are very
self-sullicielnt in farlll groods all ndineral resources. 'llerefore, we
have a mImuch ltlle favorable base for our domestic ecoinolnyi than
Iriost coultriesis. A-s 1 reiilt, trade is Iiot as necessaryX to us as it is to
otherl co(llt ris.

Mr. Bitt, ,,s. We( unlherstandl: blit that is 1not partictilarly true now
when we have a slbl)stant ial (lef(icit ill our foreign trade. We are spend-
ing $;.,) or ;f)o hillion for fuel. Therefore. inc-w our imbalance is a
se'lioI.s prollem for' us. IW(, hat, to give ri'eater empIIhasis to programs
anlit policie s wvhit'l l ',iemra, (export.

Mr. IlMrl.'iL.'l. Mr. ('hairnlan. l you arl veryv correct in that. In the
past 5) ye(ars it ha:l leconme twic('e "a intiportant in term.ll of our total
econoilllr activity as it was ill the last.

This rt orglaniization pl)rl)osll is d(irected at recognizing that reality
and ntlet inr tile thallhlnltles thlat createt(s.

Mr. I.E:vrls. Mr. McIntyre. al211 I corre'(t that lwhenll the plan or bill
relating to this comines before the connm ittee you will supply us with a
chart showing the structural realinemllents. the transfers. and how the
new structure is propoe(d to look as compared to where it is today?

.Mr. 5ClSINTYRE. Yes, we will. All of the attendant backup informa-
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tion that is re(quired or nlecessary to supl)lort those changes, including
the Ipersonnel traunsfers uand costs or savings inlvolved, will be supplied.

Mr. I,}:VlTAS. This committee has issued two reports in the past 2
years. One was lentitled. 'lle Ettectiveness of tile Export Promotion
Policies and l'rogramlls of tlhe Departments of ('ommln ree and State."
'Thlle other vwas a followup report, -Effectiveness of the Export Pro-
motion 1'Poicies."

In formulating this lproposal that will come to us, lhas ONIB care-
fully read and conjidcred the findings and recommllendat ions of these
reloIrts . i f so, who in (OJ1 .

AMr. ]McNLrCltE. 'The staff that did the basic study on trade reorgani-
zation would lbe the statl' that would have looked at those reports.
Mr. Eric Ilirschliorn. sitting oi myn right, is the individual who was
responsible for coord inat ing t hat st aff work.

1Mr. I}EVITAS. MIr. Iiirschhorn, were these reports ill fact carefully
considleredl in formulating this proposal !

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

Thev plaved a large role in our initial decision tr focus on, among
other things. the question of commerical representation abroad.

I coul( not claiml to have read theiii closely recently. However, at
that time we did read them over, and they started us on one of the
paths that led to this plroposal.

NIr. L}:EVITAS. laxy I suggest now that you arte getting near the end
of the process that you might want to go back and take another look
to see whether thern? has been some response to this? I have recently
reread these rel)orts. While not exhaustive. I think thlev (lo )oint to
sonle of the niore critical l)rollems in tilhe reasons why we have had. in
tny opinion, a relatively poor export policy.

That leads iime to the next question to wvhich IMr. McIntyre re-
spondel earlier. On :tveral occasions you referred to the fiel( offices
of the D)epartment of Conlmerce and fhow they are supposed to reach
out to American business and provide tile intake for promotion of
exl)ort trade and tie in throughl the Department of Commercee to our
foreign eomnwllreial officers in other foreign-based. American Govern-
ment export )rolllotion plrograns.

It is my iml)ression from having spoken with a number of people in
the Depalrtnlent of Commerce, both in this country and abroad, that
these field offices are not really doing a very goo~d job. There is not
much in the way of understanding by the American business com-
mnunity. especially small- and mediuml-sized )business. as to what is
available to theml andl how they can get into the exl)ort business. It is
not working now in my opinion. I do not see anything in this proposed
reorganization that would change that. It just keeps it i-. place with-
out illprovin g it.

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

Mr. NICINTYRE. You can improve things without moving them. In
this particular case, there were two primary considerations that we
took into account in our proposal.
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First of all. by Iimaking trade activities a higher priority in the
l el)artnlent of Coinnrce.( making it a l)rimary mission of the De-
piarti'ent. I thlink nIor' aittention vwol 1d I, focused u )on the offices
aLroun(l tle I nitel States. insuring that those offices have the tools
t Ihat a eI'( II . - I*v t, (o tI leir jls. 'IThell link firoil the, comuipanies in the
lUnite(l State. to the foreign iankets through our commercial at-
tach(;s. }.ing attt(ched to the samiti, Il)tpartnluent, would provide the
conIIIiunic.at ions flow t},at is neces~.arv for both the commercial at-
tc'l.1s :anid tIhe ( olillitce I)epartillments regional offices to be effective.
That was one priliary ' con.sideration.

.econ, . I)Y making trade a primary responsibility, it is our judg-
ilelnt tihat there will be better in foination available through the beef-
ing ll ) of tlhe sectol'al analysis functions in the l)epartilent of (om-
nlrc' whlich l)rovide information, facts and figures, to American
businesses.

The field offices will he an informational ploint on the MITN imple-
mlentation an'd en forement. Thev will explain to American business
what the codes Imetn and that relief might be available under those
codes.

By putting all of thls trade-related functions together in the De-
partment of Commerce, we will have better opportunities to provide
information to American businesses oil how to get iivolved in the ex-
port business We really have not had that eml)phasis in the Depart-
nment of Commerce or ahny other (lepartment in the Government of the
United States

As you may recall, lMr. Ikvitas. when you were a member of the
house of reprl)esental ives in the State of Georgia the State was getting
into the business of indlucing foreign bulsinesses to come to the State
and also to promote exports fron the State. It was very difficult to get
anvbody 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 overcomle those barriers and provide better information and
educational opplortunities to American businesses on how to get in-
volved in international trade.

M r. LEVITAs. That is a good point you make. As a matter of fact. in
recent ve.ars States-not just the Stat4, of (Georgia but many States,
such as Indiana--have taken very strong initiatives in promoting ex-
port of their State products and services.

I wonlder if any attention was given in this new structure to estab-
lish a State-Federal coordinating effort so that everybody is not
running off in lifferent dir(ections and the resources of the State trade
departments and export agencies can be brought in as additional re-
sources in this program.

Mr. MCI('TYRF.. Thle Department of Commerce has been working
very closelv 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. l,FvITAs. One other problem I have detected and to which our
reports have rererred-and I have had on-site interviews with people
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at .Amllric:ain embl)assies abroad about this-is tile relationship between
!)rsolviwel in tile I)l)arttment of ('onll'erce and State l)epartlmelnt
p1Sorollnel. Tllere is not always a good working relationship antd a mu-
trial respect for lre.,losibilities between these peolle.

I)oes thi I re.lorlganllzation plan in any wtv address that ?
Mr. 51c'I YRRE:. It is hard to alddress interl)ersonal relationships

t!l'llgil .trlctilr,. To I large extent that depelnds uplon the focus and
IIic 1ils.'ion of the (lep)artmlents involved and tile degree of emiliphlasis
,, wlhichl tllo.e (le )artllnents' responsibilities are given in the daily con-

I(.I l ,f theI ( iovNl ll lit s bUsilness.
Withi thiis new epllliasis upon imllplementing and executing the

MI'N agrtllirnnts andll exl)ort prolllotlon, I certainly think tile com-
1,4,.i;iul :ittacl& wvill have the respect anld develop the interlpersonal
r, lationshils. that are necessarv to carrv out these new and important
responsiil ities

Mr. ISEtIr.\. itl't.turally' tlinking, what do vyou think abolt the
idlea of lhaving the Dlepartm;ent of Trade and Commnlerce establish its
oWI Foreinl Service classific'ations ?

Mr. McI'I.sTYRE. Perhaps somllethin like thlat will be necessary to
hlave solilt type of Foreign Service oflicer conlce)t for the collilllercial
attacli6s, mal)yb a commllercial officer status. T'lllat may very vell be
in order.

Ili the near terml wte would want to give those people who alre cur-
rentlv F oreignl Slerlvicet officers the opportunity to serve their time and
then ll'iove back into the Foreign Service if that is their desire. Even-
tually over a period of a few years we will build up a corps of comlner-
cial officers that relatte directly to the I)epartmlent of (lCommelece.

. IE.:VIT.\S. In atddition to the concept of at Foreign Service in the
Comlllnl rc(e D)elartmllent for foreign collmlercial officers there should be
sollie conlidleratioll given, as I understand it. to State I')epartlnenll per-
sonnel whlo performn commercial functions under the direction of Com-
Illm(('e 111(i tllenll would be allowed full credit ill termins of the State
Department promiotion process.

Mr. Mcl;::1'rEnz. Initially, it is particularlv imlportant to protect those
loreign Service olficers who desire to reniain in the Foreign Service
after they complete their tours of duty as comllmercial attachels.

Mr,. L:vr,.\s. I mentioned earlier the need to emlphasize, in nly
opinion. thle .miall Lbusiness aspect. Is there ally consideration ill our
plain to involve the Small Business Adlilnistrat ion !

Jrl. MICINs'rTY E. Ill terlis of the effort to involve sinall businesses in
export activities or in trading activities, informing theml of their rights
under the 'I'N agreemlents. tlhat would be carried out by the current
(omnnwllrce l)epartlllment field structure.

The Small Business Adijlinistration is not on tile Tradle Policy Com-
inittee. VWe do not think it should be on the Irade Policy Colmmlittee.
Ilowever. we (lo think that SBA's c urrent reltionshlips with tbl, De-
partmlent of ('onllllmerce in the field of explort lronlotion are satisfactory
andl we plan to keepl that relationship between these two executive
bralnch agencies.

Tile keyv linlk for snmall business. in my judgment. will be through the
(tomesti( field structure which relates to all business in this country.
As vanu wvell knowv. Mr. Levitas. many of the larger, international firmlls
could probably teach Government officials a few things about interna.
tional trade.

II IN II I I M Ill MINII Im * I
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Mr. LIEVITAS. That is right. That is one of the reasons Inediuln-sized
and smlall businesses need more help from the Government.

Mr. IclINTYnE. Therefore. one of tile real benefits of this new em-
plhasis on international trade ought to be to small businesses. I think
it will. iBy enlhancing the dlolmestic field structure and giving it some
relationslip to the coiilmmercial attaches, we will improve that service
to small businesses andll provide thenl with this link to export promotion
activities.

MrI. LEVITAS. 1 will not go through any more of these recollmlnenda-
tions. I again urge you to look at them because tllere were somel very
slecific recommnllle ations about the very thing you are talking about.
It. wouldl be unfortulnate if they were not evaluated at this point.

M1y last question gets back to the one I asked at the outset.
My Inain concern withl the plan that you are talking about is that by

giving the STR primary policy responsibilities in developing trade
I)olicy and yet leaving implementation in the success of that policy to
the Deplartment of Trade and Conllinerce is going to create a number of
probltems, not the least of which is what I consider to be a fragnienta-
tion between policy and success of that policy.

Evelln iore sigl ficantly, the people who will hIe on the staff of STR
will be (lealing with thle great mnacro issues of international trade and
not with the nuts and bolts and concerns of how you manufacture a
wi(lget in l)Oratville. Ga.:1and sell it in Paris, France. Thalut is where the
trenches in this battle are going to be found.

By hav\ing policies for which there is no respollsil)ility for success
being llmade bly l)peop who have broad global concerns. we are going to
miss thle ball a'nd the 1,:1ll gamie.

3Ir'. MCINTYRJ-T:. IHlowever, Mr. Levitas. the policy will not be nmade
just by people who have broad global concerns. ()n the Trade Policy
Coimljilttee, which will 1ia chaired b)v tile STR1. there will )e 1)eoIple who
are resl)ollsil)le for imlllllementationl of the policy. That is the key factor.

I .-oumhi i nmal t wo quick finial points.
0ne. this p)roce-4s worlked well in developingl; anI(l negotiating the

MTSN a!(eeentl.llt. It worked( exceedingly vwell. Tha'llt is why wve alre try-
ing to patternl tle plrolpo.sal along the structure that we (leveloped to
deal with MTN'.

Finally,. there is nlo wav ihat you coulid con;,oli(late in one aencyv all
of the trade-relatc l f'mll(:tions in the I'e(lera1l Gove'nilenlt. There will
alwaiys be soll( tIlrad(e-related( flnctions bleing iml)llelllnted( by sonie
other del)artment. If you tried to consolidate tlheit all. I do not think
the ( olgress vwould agree to it. You wvill walys have some split be-
tween p)olicy 11nd imp)lemenltat ion.

~We hlave tried to make the split somewhat reasolnable and aplropriate
so that we can imilljemiient and enforce the MITN co(les and I)provide
better export proinot ion ail ol)port un ities for Amllerican business.

I'r. Bwllnos. I recognize thle gentleman froum Florida. SMr. Fuqua.
Mr,. Fu(A-. T'l!Vank you. Mr. Chairman.
MIr. AMcintyre, let msie welcome youl here. I certainly suplort the

objectives thait 'ou lhinave of trying to foster greater tra(le. particularly
exl)orts fromn the Utniteld States, anld working with the States and those
lbusinesses that arel pretlarlled to l)articilnte in the exl)ort ilarket. I do
have a coul)le questions.

_ * I* _ -
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.A year or so ago whenl thie lPresidnit iiannolinced tihe increased il-
)port of IlMef into this (colintl I registe(redl soie concern with A.nllas-

sanlor Strauss at tlhat tilme itlmut tile de(hcision. I want to I)oint out I was
le(l to Ilie'e-ollOt tol4l--Iv Ambalnssad(or Straulss tlhat no decision ap-
ieared to iHx fortlhcomlling in the near fulture. Then. lo and beho(l, sonie-
,ie( callhed froni Florida savilnl they had just hleard on the radio that
lie Il'r'-idlnlt hal aiinnomi('edl the increase ill imiports.

I :aliir -mli.that cncell lned a llt the ieci.iolinmaking I)rocess. If thiis
i, ,roiii, to coiltilltl Il, der tliis reorganizatioll platn. how is tihat to
o[)lar:te .

I hiav\e knowvn .Ainidm.b.acior .Stralulss for sonme timue. I want to point oult
tIhit I mligiilt not liave :sked liiii the right qmIestion.

.Mr. NMCINTYRlqE. I'nder the proposals tile Special Trade Representa-
tive wvodil continue to be responsible for the oordination of those pol-
icies. The specifie responsibilities thiat are currently vested in STR
witl resp)eet to waivers wouild remain with STR.

Tilhe kev activities in the Governmilent that deal with import relief
tllat we are reeollmmending be transferred are those in the Treasury
I)epartient that relate to antidumping and countervailing duties andl
some of the functions in the ITC.

Tile functions that. tile STR currently has with respect to waivers
wol(ld continue to resi(le there. We are not enhancing anyone's author-
itv with resplect to thlat. We are simply trying to provide a mechanism
iln tlhe impl)lellentatiol of NMTN responsibilities to see that they are
l)ropl)erly eInforcedl Iothl at llonie and ahroad annd to provide for protec-
tion from tin fair imlort com)etition.

Mr. FuQa.\. Therefore. the President could still change implort regu-
lations vlhenlever lie deellmed it appropriate?

\Mr. M'INTlv:E. The C(ongress has alreadv given him authority to do
that throlluiZ tile Office of tile Special Trade Representative. In the re-
organization p)roposal we are not trying to enllance or diminisll such
amt horitv.

Mr. FuQu'.A. I know nmany timles negotiations with other countries
a:le carrlied oil in a plrivate consultation. I can appreciate the fact that
tliat is necessarv illn lmaI cases. However. niany tiunes industry feels
somllewhat as t lrioh they:l are left out.

I know tile citrus industry in Florida has been very much concerned
about the inalbilitv to exl)ort to other markets. It puts them in the posi-
tion of )e(ing totaily outsiders in the bargaining process.

T- there anythinlg wherebv industry, labor, and perhaps even tilhe
('o grless conil be keplt infor:nled abou;t the progress. or lack of pIrog-
ress, in nfegotiations that may be going on?

.Mr. McInTr11:i. Absolutely. There are a number of advisoryv commit-
tees thalt exist to provide the input from business and labor. We see
those ad(lvisory groups continuing.

In addl(ition to that. let me point out I do not foresee, as I said
earlier. any major mnlultilateral negotiations taking pltace. I think the

1ITNS areenlent will serve as the basic trade agreement. for this coun-
t ry for number of years to come.

Tlhere will be some individual negotiations that will be required to
follow 1up) in the implnlementation process of the MITN agreement. There
will always be negotiations going on with respect to agricultural coml-

* I II _ I - I = II mm I IN
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ilodities. In that process we will continue to involve the affected inter-
est groups. plarticularlvy through the advisory committee process.

Mr. FUQUa. Thank you, Mir. Thairman.
M r. BRooKs. Thank you, Mr. Fuqua. I want to remind you of thle

conferenc(e this afternoon at 2 o'clock. I hope voyou can join us.
Mr. McIntyre, we appreciate your coming. We will be watching with

interest your developments in this alea.
M r. I4eimlich. we appreciate your coming here and making a contlri-

bution. You represent a very distinguished Texan, Mr. Strauss, for
whom I have the 1ighest regard.

Eric,. we are glad to see you again.
Earlv in September we will review legislation already submitted and

holpefu'lly provide an opportunity for interested n2Members and others
to exl)ress their views on thle proposed changes.

Without further ado. the subcommittee is adjourned.
[Whereupon. at 11:38 a.m., the subconmmittee adjourned. to recon-

vene subject to the call of the Chair.]
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PROPOSED FOREIGN TRADE REORGANIZATION

MONDAY, SEPTXBMER 10, 1979

HousE OF REPRESENTATIVES.
rLE(;,I.'IA\()N AN I) NATIONAL SECURITY SUBCOMMIrrEE

OF TIE C()OMMITTEE ON GOVERNMENT OPERATIONB,
WU'ashington, D.C.

The subcommittee met. pursuant to notice. at 10:30 a.m., in room
2154. Iavl)urn IIoiise ()flice Building, lion. Jack Brooks (chairman
of the subcommittee) presiding.

Present: Representatives .Jack Brooks. Dante B. Fasceli, 'lliott H.
Levitas, Frank Horton, and John N. Erlenborn.

Also present: Eugene F. Peters. :taff dilrector: William Jones, gen-
eral counsel: EIlnmer W\. Henderson, senior counsel; Don Stephens,
I)rofi' Sional sta ff ienllmer: ('ynthia Meadow. professional staff mell-
her: \\'iln MAtl'ev. professional staff menmber: .olhn M. Duncan. nmi-
nority staff director; and James L4. George, minority professional staff,
('omilmittee on (ov\(rnmlent ())lerations.

NMr. BRooKs. 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 hills 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 he submitted to the Congress.

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

One, creation of a new deplartment which wOIuld include functions
of the Special Trade Representative.

Two. enlarg(llelnt of the ('onImmer(e I)eplartmlnt dlrawing 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.

IVe have, therefore. invited all of the sponsors of trade reorganiza-
tion legislation in both Houses to testify today to give us the benefit
of their ;nsights and experience with trade functions in the executive
branch.
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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 interest in the field
of international trade. He sponsored H.R. 4995, which would create
a special trade agency.

We certainly welcome you here todlay. I want to hear your views.
But before that, Mr. Long, may I recognize the rnr.king 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 famnly moved to Baton Rouge, La., when I was a youngster of
fi or 7. 1 went to school in Baton Rouge, l.U on Rouge High School 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 is, he came here in the 8,h,. Congress. So., we share some-
thing else in common.

I have admired his record and admired the way he has haildlecd 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 various
agencies concerned with foreign trade into a mnore rational structure
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 16f percent of everything we grow. some 4.3 million
American jobs now depend on IT.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 amll very pl1 ase(l that. for a change. we have the oppor-
tunity to look at a wvide spectrum of proposals. Al!, too often we have
only had one plan to work with. bult now we havye several ranging from
what could be called full consolidation as proposei by Senators Roth
and Ribicoff. to a beefing up of existing agencies as suggested by our
colleagues James Jones and Bill Frenzel to what Iliight 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 ir. their
approach.

I 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 an(l again join with you in welcomning Mr. Long.

lMr. 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 SHEBY, LEGISLATIVE ASSISTANT; AND RAY-
MOND AHEARN.. TRADE SPECIALIST, LIBRARY OF CONGRESF

Mr. LoxG;. Thank you very much, Mr. Chairla, . Thank you for your
kind remarks. Thanlk you, my friend, Frank 11.krton, for your kind
remarks.

I do appreciate the opportunity to testify before your subcomnmittee
this nornlng on behalf of legislation I 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 ( 'onlmittee; Ieanita Shelby, mly legislative
assistant; and Ray Ahearn, a trade specialist from the Library of
Congress.

In keeping with the I,ibrary's policy, of course, Mr. Ahearn's pres-
ence is not an endolsement of my legislation, but I did ask him to be
present as a specialist in the event you have technical questions that
Imay 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. Ordinarilv I am on the other side of the dais, listening to testimony
from my colleagles before the Rules Committee.

As I am sure you know. Mr. (Chairmlla I (o10 not usuallv take the lead
in introducing legislation. I have (lone so in the past only in areas which
I thought reqllire(d immediate action. and only in areas about which
I felt very strongly. Trade reorganization is one of those rare areas.

Let mle Start off by stating that I am not an expert on the details and
subtleties of teclnical trade questions. I think I can claim some ex-
perience. however. on broader questions of international economics.

As cechairnlam with Ifenrv Reulss of the Joint Economic Commit-
tee's Subcommittee on International Economics. I have the oppor-
tunity to observe firsthand the disarray caused bv our countrv's lack
of an efficient, centralized manner of dealing wtth 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 front 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
effeots 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 ollr declining share of the world trade market, of
the erosion of the dollar. and of the effects of our trade performance on
','r 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 productivity. or of declining rates of growth in the GNP. But it
will help.

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

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

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

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. (lnder IT.R. 4995. substantial trade responsibilities
would be transferred out of the Departments of State and Treasury,
and to this extent thle 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;ee substantially on objectives, but we
differ greatly in approach.

While it is important to consolidate negotiation functions in the
office of the STR, and to transfer the slots of commercial attach6s
ollt 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-OiM''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 tradle policy for our comlntry and to establish the fulnc-
tional offices that will make our policy successful.

The ultimate purpose is to help business in our country to compete
for our fair share of the world trade pie. That, I suggest, is the bot
tom line justification for reorganizatioli.

5Jr. 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
Mlatters that is an inherent part of the O0MB proposal virtually guar-
antees conflict and turf battles in at least two areas-between the
1'rade Policyv Committee and the STR in the first instance. and between
thle l)epartment 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 developmnent, an(l the
STR will be responsible for trade policy "coordination.'

Mr. Chairman. my experience in boih 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 my judgment, has a way of becoming just another way to
pass the buck.

The legislation I have introliice(l. indeed. calls for a coordinating
couneil that is in Inanv ways similar to the one envisioned by the Presi-
(lent. with this chief diffe;ence: It is a forunl in which the legitimate
trnade-related concerns of the various executive departments can be pre-
zenyted and articulated. but it ;s not a forum which can or will take
precedence in the development and formulation of trade policy. That
function. uiarler ILT.. 4995. is the province and responsibility of the
STR.

Officials of 0MBIi h\ et' stated repeatedly that it is important to retain
the .TRI's reputation as a "fair broker'' between competing interests
in the various depart,aents at any cost. I strongly disagree. In my
opinion. the United states needs a trade advocate much more than it
nee(ls a trade arl ter.

We have lhad so - qnv arbiters over the years between the conflicting
interests that we ! . en(led up with no policy at all.

W1'hat the admllinistration is proposing to you in its reorganization
bill. is a continlluaion and even a further division in that regard which
will d ) nothing belt lead. in my opinion. to conflicts.

If interagnency trade (lispute: cannot he worked out bv negotiation
and consultation throuLrh the Trade Coordination Couincil. then the
STR will have responsibility to resolve the question. If there is still
strong policy (lisarreeent. tilhe parties. can ail avs take the sullject to
the President. He is, after all, the ultimate arbiter for his
administration.

T think we recognize matters of that magnitude are not going to be a
day-to-day matter. and it is going to take a1 relatively small amount of
his time.

Not only is there a clear and apparent conflict between the policy
role f tile TPC anl the STR under tlhe President's proposal belt there
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is studied vagueness and equivocation about where the ultimate respon-
sibility for trade resides.

Wlllich 1Presidential al)ppointee is the ultimlate trade voice of thle
United States under tile ()IMB proposal ? Is it the STR . The Secretary
of ('ommllerce? 're he Under Secretary of ('omnlerce for Trade?

I allve posed these qluestions before, and so have othlers. 'lhe response
can be characterized charitablvy, as evasive. For example. at a hearing of
the T'rade SuIbcommllittee of thie Ways and 'Means Commnittee last
Thursdav. OMB was asked the following question: Who is going to be
leadling thlie whole trade effort ?

Thle ()MB spokesmanl replie(l to this effect: The ('omrmerce Depart-
mlent will have lead responsiblility for export promotion. Tile Trade
I'oliy ('omllnittee will lhave reslonsibilitv for coordinating policy. The
S,1lt will l)rovile' the best l)'(,Iss to (levelop trade policv.

(Ientlemen. I ask ou. who is ill charge I donl't kllow\ atnd I canit tell
frollm a structural reading of the proposall by ()MB.

I suggest that the reao;ln nto straight forward answer has been forth-
comling is be cause it would force the administration to make some un-
l)leasant poliicatl decisioCns.

If the answer is the STR. then the new l)epartment of Trade and
Conllerce becomes. by lefinition)l. secondary in imlportance to the
('abinet-level STR.

If the answer is. inltead. tithe Secretar of Trade and ('ommerce, or
tllhe indr Secretary. then I expect that' such a response will provoke
solme rather liv el v coMgrlssional commllent.

I also suslpect that ()IM at least for this adlministration, hns already
determined that the i)el)artmnent of ('ommerce, and not tile STR. wiil
Ibe the agencv that p)eaks for tradle interests at the ('al)inet level.

We havl fitld :1 c'lance to look at tile internal reorganization of the
('onlmmerce I)el)artment only since it was pulllicly aired at last
Thursday's meeting before the t Ways andl lMeans Subconimittee on
Trade.

I think tile, memlwrs of this conmmittee will find that proposal strik-
ing in its imllplicat ions. It al)l)e:ars to me( that OIMB anI ('omlllmerce have
already staked out ('ollmlmerlce as tilt( agency to carry the burden of
argument against foreignl )policy interests of the State I)el)artnlent,
against the financi:t I bias of Trealsuryv and so forth.

If thel past really dioes serve as l)rolOgue to the future. then I suggest
that this will Ibw lio contest at all. Tlhe Colmlllere l)epartmlent simply
does not have the stature or the clout of State, or Treasury. or Energy,
or ,Jlu4ice, nor dloes it haive the 'lollt of an e4xplanded STl R with an
enhanced role.

'Mr. Chairman. I am reluctant to make the following observation be-
calllse it is inhlerently unpleasant. But it is nevertheless one that is
widely shared and one that groes to thle heart of the matter.

lUnfortunate as it mav be. few people either onl Capitol I-ll or in
the private sector hlave alnly historical confidlelce in thle ability of the
C(;ommerce I)epl)artlllent to conllduct U.S. traide lpolicy effectively or
eficientlv. andl there is little prospect for an overinight change in
attitud(e,

I (lo not ilealn to cnidemin out of lhand( the nlanv fine and ledicated
mllen and( womnlen whlo vork for the I)epartment of Commerce. I have
nothing but the highest regard for Secretary Kreps and 'Mr. Hodges,
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bIoth of whom have performlled remlarkablv well, given the difficulties
the\' havle fa;ce 1.

T'here are Imany tither resourceful employees of ('ommerce whom I
resp(. ct andl adllli(. sve'La:l of whom. incidentally, are personal friends
and - tatf ahllllni of the .oint Economli ( ommittee. I have hadl the
privilege andl lilore' of working with themi over the past years.

In anyrin w v: ti, l)el)partnient of ('onlmere is itself a victim of the
existinr svstell. iit tine ill-conceivedl pIroposal offeredl( by the idminiis-
traltiion vohil Iolo (.i II( the lprol)lem. it would nmake it worse by starting
nlew Ib )Itt If Ver II iw t Illf in Ilew areal':ls.

I filld it ,liflitcl11t to ,:1'cept tlihat we are lserioullsiv consi(ering trying to
e)Iv( olurl tri(l. pr)})l(i })by trillnill over it llljolr l)ortion of trade

ire.l(I)isiljlit to ;t (lil tiiiinlent tllat is weiglitetl (lodw!n hlv d(ozens of
tliv vr:P , III is1(-111F. Is \V1, 1 . iS )v })Iulreauctrati(' ]l(thtrgyv.

Most of I nl t ..qililo)l\ til'is morning has center(ed on thle organiza-
tional anIl mInallrr lent (liffielllties that I think are 111 integral part. of
til, ()HB1 i A seconlld. . So relate area of major d(isagreement is
the l)propose(d o(ca:tio n of t}li. eniforeetient Inell:ilii ll involving d(lInp-
illn anlld inltl'rx -aililr] (Itiitt-.

I agree with tilte sentinlent expresse(l in tle ()IB proposal that
(elforceuenit ouiflit to lie removed from Treasuryl . For whatever rea-
s(ois--lank of Irio)rities. lacik of fiinds. lack of centralized dlirection,
lac:k of pe'nlr(n..l-tl, I'Treliury i)epa)rtment has simpllly not per-
fo( rnI(d it.- ,Irltie. l)rptl)h'rlv in this field.

Thlis is .t v iemw that is widely shlaredl in ('longres's. an(I by b)oth the
Illsill.s :tnii l a;Id ) ('(),tllmIlliiti('s. IIo\wev(\I l're(as:I v migllt p)(rfolrmI
in tte ftI'ttl(' illlr c,\vis(1ed congressionaI t \l inl:ate-. the IT)el)rtlment
siJiilp)l lv do- li()t Ia1xe tile confidence of its constituirits or of Congress
in thlis arlia.

' lw' :LiIame( ar:Illml(its against enhancing thle role of (Collmercee in
trllde po y iiv i.vlol1 IIltent. I b)lieve. apply. tqullll\ to ulnfair trade
lra.t it( c( .ful f'( r l 'iil. 'the piroblell.l as one witil oi):ser\-ved .last week.

is thal:t tlhe ( )M.\ 1 1pr(ol))sl: Iplaces the restart( ks wher(e tlhe expertise isn't.
'lA. at tli. adiminiistration priopooal, fails tI re(o)grinize is that enforce-

illent ca(ln e a I; neI.ot iat ing tool. Control o)f thart e tfor(cenient strengthens
thit nIiroti:ltor'.- I;(l :lIiI in i 'creases tlie :lI, araining lex eral e for our
comiiit I..

To ta(ili thlat .wav iv sort of lik(, tvinl one hand h(ehind him. H(i has
I()t )I4 ne of t i' illosit etff'e tive tools he culd have iin anlv negotiations.

I -o lIl like to i malk another loint. Most tra(de ob)ser'ers agree that
(ort111 "''ail il l)d lititS aml ll (nlll)inlg caI(es will }e) tll, majotr siphr(, of
n f,. * :ie, at i v1 it ill theo (ornill. u tdecade.

I vll ol)Y pinitio. 1)1'ol)(e'1 a11 (,1venhinell ,de tre(atillent of enforl liment t
('a;l's-s n :1a ( ffic'ient fsilvhioll-is hest ll aced( in the hands of .) strong
t rahtle Irel,(pr tlt. li ve (whose intorePt is thli legit illate( protect ion of '.S.
I)lsiln('s anid lalbor against truily uinfair and predatory l)rtacties of
sol n, of ',,ni r t1ad itq l")a'tners.

I -in-plct that thle r(tal reason that enlforceimeni funct ions are trants-
ferel 1 tIo ( olnmler.et' Iil)('r the' admin istrat ion plro)posal involves nmim-
h'ers tin:e t hall it does poll.iy.

If thie STrR irmlst reilmain inl the Execlutive Office of the President,
thlen (cle:A lv tlht President cannot accept tile numl6er of people in the
E()P tliat 'would hlave to be transferred front Treasury.
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Removing the STR fron. the Executive Office, on the other hand,
would help to solve the numbers game we are all sometimes compelled
to play.

Mr. Chairman. I stated at the beginning of this presentation that
H.R. 499.5 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 aU possible world,-despite our sometimes unfortu-
nate experiences with the creation of new departnlments-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 op)position.

Yet the need to develop and to implement a comprehensive and
consistent trade policy remains a compelling objective. Given the con-
straints. I believe that tI.R. 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 txport-Import Bank by the STR, for instance. rather than
the Chair, is 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 I 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 blHiieve that just any reorganization is better than
what we have now. Acceptance of the ONIB 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 wholll the trade interests of the UInited( States should
be represented.

It is 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. I will be happy to try to answer
any questions that y;ou may have, as long as you recall my first admoni-
tion; that is. whenl it conles to the technical aspects of this, I do not
hold mvself out as an expert.

Thank you, Mr. Chairman.
NMr. BROOKs. Thank vou very mnuch. Mr. T,ong, for a definitive state-

mlent. It certainly is hell ful to us as we try and hammer out some kind
of improvement in our trade operations.

What steps wolll , the administration have to take to make its re-
organization more compatible with your legislative proposal

Mr. TLoNo. Well, franlyv. Mr. Chairman. I 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 responsihility.
that ONMB has assllnled a take-it-or-leave-it type of posture.

I might add that this is not really the posture that I expected the
ONMB to take. particularly in vievw of its promises of consultations and
congressional input whllei they appeared before your committee 11/2
mionths ago.

Mr. BRooKS. They consult a lot. They don't accept new viewpoints,
but they do tonsult.

.Mr. LosG. NMv definition of consultation leans more toward yours
thll toward jusi sitting down and talking.

Mr1. BROOKS. Now. if it is lassed by ('ongress. how would your pro-
posal, 1Mr. Long. enhance the trading position of the United States in
internationa! conlmm(rce ?

Mr. LoxN. I thlink, again. we have to recognize. at least in my view,
that the lnited States does not at the present timle have a trade policy.
Trade relations andl negotiations are often slhbjecste d to nontrade inter-
ests. I guless that is to some deglree inevitable. given olur pluralistic
formn of governnlent.

U'nfortunately. trade implementation is uneven: it is inconsistent.
For example. ou1r postllre toward totalitarian regimles is certainly
inconsistent. It is sormetimes all right to trade with totalitax.rian re-
gim-. :tandl tlie mixt Ialy it is not all right to tradih, with t lhem.

All I a:m saivingf is t!;hat sonebody nee(ls to be able to make sense out
of olr trade lposture. anl( the sometoly. under my plan. that Congress

anll (coine to and say. "h;\' haven't you done something about straight-
ening thlis mess ollt ? is the STR.

The I)asic shortcoming of the OnMB proposal is that there is nobody
iii that lositioii.

AIr. nPO.Ks. !Mr'. rong. the Stevenson bill, S. 1493.. calls for enlarge-
meont of the Comnnliere l)epartment by transferring some trade func-
tions frol other del)artmlents and agencies and incorporating all Spe-
,cial Trade llel)resentative-STP-fullnctions within the enlarged de-
)artlnent.

Now, what problemsl. (lo you see in this approach: that is, a single
dle)artment which inc(lu(ls the STR.

Mr. l,,ox;. W\(11. if v-ol studyl the history. Mr. Cllairnlln,. of this
whole probllem. \e miight be recreating the prob)lems which t!.e STR
was estal)lishe(d to solve in the first place.

I alim afr.i(l if we (lo that, it is going to effectively reverse the direc-
tion Ilhat Congress has dictated for trade function and policy since
thle ti me of the cre:ltion of the STR.

Now, v(ol know S'I'R1 was crated( in 19(: to hell) elimiinate the
rivalries that existel,. aml] the (ori-l)laints fronll onlpeting factions that
tlme L.S. trald(e initerests (were not being ad(leq(ialtely repl)resente(d by one
of thle (hlplartllneits.

If we wvere now to lh)ump all these trade elenients. inc(luding STR, into
thie I l)elpart.mellt of ('011onll('ce. with the kind of c.onstitulencies with the
l)epartiment of ('olillnlgerce already has. we woulll raise a serious ques-
tion as to wllat ha1l)l)eans to the legitilmate tralle interests of depart-
mients sluch as Agr icullturl and( Treasury andl State and Labor, and
o(l)'n 111) exactly thel samle questions that we hadl hol)e(l that we resolved
h!y the creation of the STR in the first instance in 1968.
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Mr. BRooKx. Nlr. Horton ?
.Mr. Howrox. Thank you, Mr. Chairman.
Many people feel that the STR has to be in the White House for

two reasonf--one. to hlave more clout, and two, to be a so-called honest
broker.

D)o you think a separate agency would have the necessary clout to be
preceived as an honest broker?

Mir. I.,Ao;. As I said.l Ir. Horton, I am not slure what we need is an
honest broker. in t!he first l)lace. I think we need an advocate.

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

I dlont think that it in lany way impedes Mr. 'Miller's ability as the
Secretarv of the Treasurv. that he is (lowntown rather than sitting
there in thle Wlhite Iloulse. I think it is a (luestion of what his responsi-
hilitv is, and what authority he has been given to carry out that
respjonsibil it v.

MIr. Hlorr(n;. MIr. Iong, since the Special Trade Representative does
have Cabinet rank. wouldln t your bill in essence create a new depart-
ment?

Ir. Wlsl:. \ell, not really. It comes about as close as I can to it
without doing it.

MIr. I roltT(o,. Iow (10o you compare your approach-and I have
heard youlr criticisml 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, hut I jllst wonlered how your proposal compared vis-a-
vis those proposals.

NMr. Los.. I think mIine is a middle ground from these two positions,
with a movement toward perhaps strengthening authority and re-
sponsibility in one particul ar individual. so that it is more clearly
definablle than is suggested in what NMr. Jones and Mr. Frenzel have
prol)osed, and p)erhal)s nearly what has been proposed in the bill that
is being considered by tlle other body.

'Mr. HotRTO,.. Youi (don't transfer the functions out of Treasury into
Commerce, do you, in your approach?

NMr. loos(;. W'e 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
represlnting the l'resident's position.

NMr. IIORTON-. There is some concern about transferring those over
to the Department of Commerce, but you wollld set up a new agency
which would acce pt those responsibilities that are now in Treasury.

tMr. Losx'o. That is correct. I think in addition to an organizational
structural problem. there is a very serious morale problem involved in
the event a transfer to Comlmerce is attempted.

NMr. loirrox-. One of the problems we have in this business or reor-
ganization-we have seen it time and time again, in my 17 years in the

ongress-is that anvtime you try to move anything out of an agency,
you start stepping on toes, and then you cannot get anything done.

NMr. I,.s-o. I 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

_N~
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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 :.ackward and that we are
moving hack where we were before we created the STR, and that they
are going to be lost in the shuffle.

3[r. Ho)RTON. 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 correctI

Mr. Iox. Not nearly the strong opposition. I cannot say there is no
opposition, hut much less. Much less.

.Mr. lHorToN-. I guess that if we all sat around a table and talked
alout it. we woul(l certainly all agree on the goal, that there is a need
to (lo sonmething. The question is. what can you do ?

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 froun 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 feours would have less opposition and prob-
ably a better chance of getting through than those proposals which
transfer it over to ('onmmerce.

Mr. Ljoa. Mfr. Horton, if the people I have talked to, who are in
positions of responsibility in the associations that represent the af-
fected employees-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 thev were transferred to Commerce.

Mr. HowRToN. 'hank 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. MNcIntyre 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 nluch lower levels of the
bureaucracv. which are today primarily carried oilt by the Commerce
Department and to a lesser extent or to a certain extent by the State
Department.

I 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
placed, in your case, in the STR essentially, and vet the responsibility
for 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. LONo. There is no question 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 I 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 I say, I think it is less true of my plan thank it is of the plan that
has been set forth by the administration. 7We have given the STR both
the police and the implementation of authority in two of the three
areas of principal concern; that is, negotiations and enforcement.

Mr:. I,EVITAS. One of the objectives, perhaps the princip)al objective
of not only the reorganization but also the development of a trade pol-
icy, whic!h 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 agribllsinesses, other groups in this
countrv. letting them know what is available, and then following
throug'h in Africa, Europe, wherever.

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

How woul(I your legislation address that problem ?
Mr. IsasN. I 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.
G(illis. let ime thank you for your testimony, which was extremely

well prepared and presented.
Mr. LoNG. Thank you.
Mr. EillE:.x'n,I-. Mlost of the questions that I 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 attaches to
Commerce?

IMr. IOxoG. In essence. it is a matter of compromise. We did not feel
that we could transfer a large number of persons from State to the
new STA and still maintain a personnel ceiling of 400 people.

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 NIr. 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. ERuLEs)RN. 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 conle to this committee.

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

The legislation would. like all other legislation- del)ending on what
your Conmmlittee on Rules might do when we get to the floor-be fully
subject to amendment. Which of these two routes would you recom-
imend the adlninistration take?

Mr. Io)Ns. Mr. Erlenborn. I am familiar with the fact that there is
some jpressure to try. to have a reorganization accomplished by Janu-
diry 1. 19)o. for what may or may not be valid reasons.

IBut assumling the reas·ons 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-
Iv. I don't have any strong feelings that it ought necessarily to be in
tile form of legislation. as long as you could accomplish the objectives
that I think ought to be accomplished.

Mr. ERIENBORN. Thank you very much. Thank you, Mr. Chairman.
Mr. IoANG. Thank you. iMr. Chairman. Thank you, mlembers of the

committee.
Mr. BROOKS. Thank you verv much.
Next we will heave 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 Cosl)Onsor of H.R. 4567 and H.R. 4691.
Congressman Frenzel has been a Republican member of Congress

for 9 vears. His educational background is business administration,
and following his naval service he was in private business and served
in the Minnesota gleislature.

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 MIr. Jones.

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

STATEMEaN OF HON. JArES R. ZONES, A REPRESENTATIVE IN
CONGRESS FROM THE STATE OF OKLr0AHO

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
solme tremendous new trade opportunities that will help significantly
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 nlore rational fashion. The issues basically before
this colnlllittee-allnd incidentally, I thank the chairman and the com-
mlittee for holding these hearings so expeditiously-first of all, how do
you inlplemllent a reorganization that everyblodl agrees should take
pilace? I)o you do it by a reorganization plan' or do you do it by
legislation

· IMy personal preference is that we do it by legislation, because as
Senator Taft once told IPresident Trumuan, "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."

I think if Congress lputs its full resources and inl rimatur behind
legislation reorganizing our tra(le functions. I think it would help
send this reorgar.izution off to a better start. However, I also recognize
and believe that it is important that the reorganization take place
before January 1, 19i). when the Multilateral Trade Agreement
becomes effective.

Therefore, I 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 comllnittee, 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 I think we should go ahead and approve
a reorganization plan as submitted bv the administration.

The second vital or central question has to (lo 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 ('onlmerce, or to establish a new department.

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

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

It offers the opportunity to make the Department of Commerce a
much mlore aggressive organization than it has been in the past. In
fact. if we impleament 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 admlinistration's proposed reorganization is
that the Export/Import Bank and OPIC-Overseas Private Invest-
nient Corporation-are not included in tbe r eorganization. We include
I)othi of those organizations in the I)epartllient of Commerce and
Trade. We still thlink that is the better approa elh. .

T'lese are some of the nmjor issues. 'lllese are the positions that
we take.

Our forilial testilony dleals more directly with these, and I would
-Ilhullit to any qullestions or ask Mr. Frenzel lhow he wants to proceed,
tlhenll subliit to alny questions. Mr. ('hairman.

] Mr. .Jores' prepared statement follows:]

'frSIIm.oxy or REPEs8ENTATIVE JAMES R. JoxEs

Mr. ('hairian. I appreciate this opportunity to discuss4 with you the best ap-
proach ('tingress anll the adlinllinistrationI should follow in achieving it mutually
agreed ulon obljeitve: a rational and efflicient reorganization of our trade
ul reaueracy.
The Jonies-Frenzel legislation (II.R. 4567. iI.R. 4691) now before this Sub-

.omllrlittee reliresents oan major effort to achieve this reorganization. The ad-
mllinistration's own reorganization prolposal. as it has been described to you and
other eimmittees of the Congrsess. represents a sirmila r approach.

The need for reorganization is without question. Currently the major respon-
silbility for explanding exports is divided between the Conlnerce IDepartment,
state I )eltartillent. Exinmiunk, and Treasury l)epartment. Various import relief
problems aret handled by the Office of the STR, the International Trade Com-
mission, 'reaxsury, t',miulerce. and the Labor I)elpartmnent.

'I'he legislation which (t'ongressuman Frenzel anld I have developed will con-
solijlati the various trade functions bly moving all export expansion and import
relief progranis ;nto an expanded I)epartment of Trade and Commerce. At the
saimel time. interlnational negotiating authority wouil lie consolidated in the office
of the U.S. Trade Itelpreentative. which would retaiun its coordinating role as
c(hair of the Interagency Tra(le Policy ('ommittee.

The trale rer inization proposal advallcedl informally by th(s Administration
ih heariligs before tils Snlcolmllittee. tile HIouse Trade Sulcolnmnlittte and other
('onmmitttes of the ('Congress. is very similar in most respects. \'ariations between
the two Iprol.lsals are unllerically few. but substantive differences nonetheless
exist and nict d to lbe resilvt-d1.

Mr. Prenzel andl I feel strongly the new Secretary of Trade and Commerce
slould servf as tinh. 'hlairlilan o(f the Exinillink a llO( ('I(': the Adninistration
wouldl make the Secretary a nonvoting member of Exini only. The issue of
whether thei Secret;lry will need llew statutory authority to accomplish an
orderly transfer of federal employees fronl other agencies to form the new com-
inerc'ial corps :tnd other trade conillr)nents is in considlerab)le doubt, and should
Ibe stuldied more i.losely y ('olnmittee- s of the Congress and the Administration.
The apprlplriate and precise rtles of the new Ulnderselretary for Trade, and the
1U.S. Trade Replr:,sentativ(-. ineld larification that calln Ie provided by Congres..
These andl thller is.sues. Mr. ('hair llma;. can be resolved expeditiously I believe.
dluring the regula;r legislative evaluation ,y ouir Trade Subleoninlittee and sub.l
seiult.ntly retine(li an(l lerfected tby other ('olmmittee;: anid our colleagues on thei
Ilouse flaxr. F'urther. this retinenlent of the basic trade reorganization proposal
a(lvan(ed in the Jnes-F're-nzel bill and the a(lninistration's own informal pro-
posal. (all e accomplished in ia relatively short time.

Mr. ('hairnman. ('ongress wvill have a much clearer Idea three or four years from
now just exactly howv sucessful the Multilateral Trade Negotiations and the
subseqtineit imlleieenltin legislation have beenl in reducing our trade deficit and
explanding our export capahilities.

4llccess irn this regard w-ill not be acconmplished overnight. hut certainly the
nmost essential prerequisite to achieving a favorable balance of trade and expanded
export market is a rational and efficient reorganization 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. I am hopeful you will agree to move ahead
on the trade reorganization issue utilizing a two-track system. allowing House
Government Operations as well as others. such as the Trade Subcommittee. to
evaluate and improve the bIasic trade reorganizatio p)roposans.

In my judgment. a revised and perfected Jones-Frenzel bill can be acted upon
and reported from Government Operations and other Conmmittees at an early
date, with adequate opportunity for evaluation and recommended changes prior
to final action on the Humse floor. Similar action which can get underway in the
senate 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 poiut report out the Administra-
tion's reorganization Plan and HIouse 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 discussiou.

I believe. Mr. Chairman. that at this point the two-track approach is one
that is in the best interests of the affected government agencies, the Congress, and
the Americait people. It deserves a chance to succeed. and with the cooperation.
encouragemlent and leadership X(f this Commlittee, I believe Congress will meet
its full responsibilities to hell) give directlon to a new and cohesive U.S trade
policy. Thank you.

MNr. BROOKS. Please l)ro'ee(d. Mr. Frenzel.

STATEMENT OF HON. BILL FURE =ZEL, A REPRESE.NTATIVE IN
CONGRESS FROM THE STATE OF MINNESOTA

Mr. IFRF.zEI.. I woulld mIake the suame request as 1my colleague, that
my remarks be inserted in the record and that I might have a minute
or two to comment. Like Mr. ,ones, I would prefer legislation. but I
re.ally leave that up to you folks on this commnittee. You are the
experts; you know whether you want an executive plan or a bill. But
like Mir. Jones. I b, lieve thlat it is imlllortant that we complete the
reorganization b,-fore the effective date of the imnlplementing legislation
for the NITN and that date, of course. is January of 190(). So we are
very short on tin'e.

Second. I want to thank the chairman who sat in xwith its through
some cf the nlost 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, Err. C(hairman.

Mfr. Jones and I have done what th, song says in the revival of
"Oklahona,"' which some of you have been fortunate enough to see in
the last couple of weeks at the Kennedy ('enter. We've gone about as
far as we can go. I believe a lot of us wolild like to see the Rloth-Ribicoff
version, a new l)epartment of Trade, that the Senate seenis to prefer
and ultimatelv 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.

('ongressman 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 attaches
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just as we would have ('ommerce run comniiercial attaches at the em-
bassies arou:;d the worldi.

Mlost of the rest of the transferred trade functions we have pl)aced
witli tihe l)el'rtnient of ('otlilerc.e. because we think it is capable of
I(,iing our 011'i ilalv a I'yvo'1'ac' anli enforcement agenIcy.

W\e ( no: tIhat iolr work isn't perfect. We know tiit there are many
good(l idells which are ulpported by c(: her people. who will testify before
you. Notlilng that anyV of IIs hlas is so perl'fect it can't 1ex clhangedl. Many
of tile o,riler idl('Ieas l. [ ld be integrated with ours. We want to helpt you
rget a bill. all ( v wa.lilt to r(.t it fast. Mr. ('hairmna. with tiat. if the
.liilIoiitt'- 1:ha- (Imlt>ions. Mr. ltoes alnd I would be glad( to answer
thleni.

MII. l , 1,Ks. I want to tlhank ou both for not only doingii a lot of
w(ork oln t l i I bit for !or)llr c(nstrlil(tive attit ide in trvingr to get some-
tliiiig a'(oll)lishlTeiIm i, Is tieh l thiis vear. I -h;are that feeling. I have
.sai(l hlt iat f(,r( :an t lait is why we( are workinig on this now. If every-
,holIv will Ibe :1s uIllllstt l tilit g in(l and ooperative and wvell informed as
VOIIl; we woihl !y l, Iit of troible )assing some :. ood( reorganization
legislation. lv(en xvithilit tilat wV can do thile jol. and we will.

I hll(. a1 couplle 'f (li.'estioil.. I)o yvoi feel tihart the aliti(llulI)ing and
colilt(rvaillinl_, dloties function now exerise(l b) 'TLreasiurv should be
tral lisfirlrel tto soli(, o:theo. f(ir llizationll

Mr . .hlNE;s. We\\e rlle(, othl i :Iagreelnllt that:l it shoulil be transferred
,ult of T'reasillv. AWN(' :lre 1)othi in a:ir(enllient that it should go to Coin-
,,l',' rather ti;al :.in (1xlilded STI1.

MrI. FrilE:z:l.. I sail ve(st'erd(a ili one of oi(fur hlearigs. that leaving it.
in Tlreasurv is like olnitilmiugr to bet on thie ('llI)s to winl the( World
Serie-. We( hay(e been; wvaitt in for a .olor teh1vi.iion ;hcision :ind(l al
k i.lis of 'oillte l'va.lilin r (Ildty al ito til a nill)ill 'n c:I s(-e to ('Ollnc Olit of

t hile(re. 'l'Ilh (ldoll't coi(ie. It has got to ro solliewh\ltler (('se.
Mr. lJs. I lo vou feel til(e Exp)ort-Ilnlport lBl:link should be placed

UIlidr tlh( jllr 'is ;iv ion of tht( N'ation's princ ip al trade offic(ials?
.Ml'r. N. 'I'llat i o111r jll(lgll¢lit. .Ir'. Chiairnllan. that it should, as

well as ()1PI('. Antd the relsonl for that is when we look at some of our
co.i i)ctitorU. 'pa:ititcll: rlv .Japan. we find that tlhe financing functions
of t raudl are integrated 'withl the overall trade policy. and that is one
of til( all rela lle l .Jalnll is abi(, to (lo a !( tt(r jobl t lhan we.

We'( l think if tl(e Eximil ank. tlit least. anld p)erhiaps (O)PIC also.
coul(l he inclIudedl in this I)eparltnelit tlhat it would certainly
strengthell our ability to compete in foreign markets.

IMr. FlE:zEr. I11tl thl(re lr a l' nli b1)er of ways Vol COllld (Io this
llore stil.;v and withlout Ottfending i(llupendenllt agencies. You could
put tile htleid trade lpes(II in ('onllnlrce. as say the Chairman. one of
tihe fiv(e nII(htN.I'S of tle ( )I( ' Boar(I. You couild (lo thie allle thinlg with
the lxiii)laillk 1(Boar.l. 'oui cv;in tlilus rovi(hl toorlinI;tion without
moving thiose agenllcies over to Commerce, if youl felt that placing
those two agencies mI(ider (omnnerce with ind;ependent stiltus would
give Comllmerce too ulinch ldominance over what shioulld le entirely in-
dependent agencies.

Mr. BROaKS. Jur.t leave them there ?
MrI. FnF:.ZEI.. Sure. Lealvet thenm where thle are buit change the

Board maybe by one person.
Mr. BROOEs. Shake up the Board a little ?
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Mr. JONmze. Make the Secretary of Trade and Commerce a member
of the Board or perhaps Chairmlan of the Bank.

Mr. BRooKs. Mr. Horton.
Mr. HoRroNe. 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 l)roposal has been criticize(d for essentially
splitting policy and implementation. Do you think that this is a
serious problem ?

Mr. JONEs. I don't think it is a serious problem. As a matter of fact,
I think our proposal gives a double punch to improving our trade
policy, because essenltially the STR -will operate right out of the Exec-
utive ()ffice of the President. It will have the close al)ility to have
the ear of the President and by doubling that with a Calinet level
De )artmnent of 'I'rale and o ('oierce. I think vo will give trade
added status and priority.

Based upon my experience in 4 vears on the White House staff, I
do not anticipate that splitting this kind of responsibility will have
any adverse impact. I think it will help improve our overall trade
posture.

Mr. HoTros-. Your lroposal is similar to the administration's
but- -

Mr. .ToS:s. Y-es. sir.
Mr. HotroN. But different?
Mr. .JONEs. Yes. sir.
NMr. HIOR TON. Can voU c(larifv the differences. pointing out the

strengths of your bill ov;er 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 I don't believe we have any other major differences.

Mr. FRENZEL. The (lifferences are almost differences without dis-
tinctions.

Mr. HoRToN. Thank vou very much.
Mr. BRooKs. Mfr. Lev:it as.
Mr. LEVTAs. Thank vou. Mr. Chairman.
I would like to coeliiend you for yoyour presentation which. I think,

gets right to the heart of the matter and it is one that I am relatively
sympathetic with, based on those other proposals that I have seen.

One of the questions that I have is relative to the difference in
which you treat the Departlient of Labor. As I understand it, under
the a lministration's proposal, there would lse 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 l)epartment of Labor
does make the determination of eligibility for trade adjustment
assistance. We thought it might as well go in Commerce. I 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 ?

I
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Mr. Jomns. 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 tihe other difference is by accomllplishing the changes
through legislation, we give that Cabinet level Secretary a greater
responsibility and sendoff for successful-

NMr. FR.NSZEL. If I could phrase it a little differently, the policy-
making an(l 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 so our apl)roach beefs tup the ('ommerce Department
somewhat more.

MIr. JONEs. One of the problems I see with our good friend Gillis
Long's proposal is if Vou expand STR it then loses its clout in the
Executive ()ffice of thile President. and it become:: just another depart-
ment. You have to start finding buildings and space and doing all
the 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
OIMB 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 I would like to mu!ke.
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 you 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, w aIre dliminishing 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 Ix implemented effectively.
To that extent. I think your legislation has a great deal of merit to it.
I wish it went further, qulite frankly.

MIr. Jox's. As Mr. Frezel saild, it is going to be at step-by-step
process. We think our' approach is the better first step.

Mr. BlROOKs. Mr. Fascell.
Mr. FASCELL. Thank you, Mir. Chairman. I just have one question.

Mr. Chairman. It seemns to me that if we l)ursue 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. Thel y ought not to mix up the development and trade. We
ought to be sure we have a clearcut decision.

Mir. JONES. That is the main reason the administration is opposed
to in(luding particularly OPIC in this new Department of Trade.

52-189 0 - 79 - 9
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Thev view OPIC ( as ldevoelopmel t or aid fulnction. I l)ersonally \view
()'iC as I tra(de flnction aind it is .a difference of Opinion.

Mlr. Bel':xzE:r. lefore volo got here, r. Fascell. I .sullgistel that
there, might ,l another co(m,'1,e. and thllt is to leave OPI(' as an in-
dependent. agency or pult it sonel)lalce else. ullt plt ou111 tol) person
flrl ('omllli.rc(. e ;s ( 'lil r ) on(e of tllt IIIIls''s. oif tlhe lBloail'd.

Mr. FASCELI,. I waS here when youI mal(le that S(llTgetio nl. But the
troul)le witih that is. if Illler tile reorg;anization ma for II)('CA ou
have that. the ('hairmtan. the l)irector. as a mIe;b)er of th, lBoard. thlen
you would have a iiimeIXbr of the Board also froml the l)epalrtelnt t of
CoIlllelrce. You hlave the two on there. vou see.

Mr. FIRMNZEL. Yo1 haLtve got a lot of melme,,)rs of thl Board. You
have five, I think.

MIr. FASCELL. Yes.
Well thank you. That is all I have.
Mr. BROOKS. Well. thank you very much. Mr. Fascell. and thank you.

Mr. Frenzel.
Thank vou, Mr. Jones.
[Mr. Frenzel's prepat red statement follows :]

REMARKS BY !IR. FRENZEL

Mr. ('liairian. I anm h,,re iu si4pl.ort of the .lones-Fre(izel bill. 11.1t. 4567., to
reorganlize trade tfllctionmls of thie governlll(lt It. Thlat lill. which is sillilahr to tihe
Admllilnistratiol's pim)r sltla. will v.nts'()ilila:te itn liy t(f ullr tridle-reltte(d fllt('tiolis
of varills (leiialrtnlells I:llIl lgellcites inlltf thie (' olmmlitere l)eltartillelll hile re-
tainilig tlie ,S'I'll as the .nail plic'y (c tor(lin:itor atnil tightiltt r.

The .Iresa of tra.le re i,rgaltliz:tioll is otne thilt Ilis hietlI f.irly Il(Pill;tr lately.
a:lld for dI reasoni. ()ir governlllellt hls silfferd(i too lolig from fin ineffective
overal It .,e Ilicy thait i:Is only perl*' lated( ;aI1 embnll;l rotssinlg traide deficit.
WVe d( not hiave all aggressive, effec'tive voice for proniotioli for 1'.,!. exports.
Fllietionsl relating to trade are scatrered throlughiout tie Admllilistrati 7m. Some
of t1lhose. funtlietiolns have fillil tiolledl effet iiv,'ly. soli' 11i:lve faihl4l abysinka L'y. while
rlmost (coutl(l dio ti illi(h Isetler if til ey werte (w . or(Iilllte i ill Illre t n ffte('tit Ille aniler.

Ollr lill clioseh t1 l )allrlltllilt (m t ('4)llltI1'P'e for the l' lill enllf)r('celelit/

pIrollotilnl agency. becatise nwe feel titat ('onllmeree's star will rise as it ascends
to it polsitilon (if hligier chmllt illn tit Ad(iiillnistratiol. IThallt dt-l.):lrtnllt i lthas beell
sadly llegle(ted. d11(1 it J:is Itlot I*e-l , aMie to I'tcrllit is 1lllly hllighly qiUalifie(l
individllals Is it wmltl( Ilillder o(lil )roljisal. I hitivt itl( re;isoill to timieve thlat
tili hee ('e ilomierci, l)t-iartinent will lit, pl,'(tefctiilist ori(lltil or thalt it will
fall t(o ineet the illtidate set ('o 'rtli ill ilr li)rotosa;l.

lhe .Joiles-Frenizel bill reallimes tile (co lierce I)eljlallilelit to tlhe l t)lepartilelnt
of otllier('e aill(l hltertitaIllel I Trade i i ))( 'IT a'1'tld )liaces ill tImlt 1;epalrttllelit
the collmmercill attalches nlid iliterimtionali ilivestlilielt lxilicy from, tile State Dle-
lartmenett: some of the intern:ltionl: l aIfftirs fullnti(lns fr ilil Treasulry. as well as
the Office of Tnariff Affairs (.ouiltervi:liing d(iltit ld :l ntidulil ingl ) 1111 (ffl(.e of
Porelgil Assets; (iontrol r-slmsili ililties with rte'r t)o ulfalir trralle lraeitices
frolni S'R: setor aIii:lysis. ta riff nlolieli¢,laltlre lldI illnestig:ltionll f Settioll 337
unfair trade plra(lti(e cases from thli IT' (: deterilniitionl of worker eligibility for
Trade Adjtlstmielnt Assist allice from Tallor: andl tile I)ivision (if I lterillt(id try and
Economic Analyvsis from Interior. The Exinlxalk ai 10 )1'I(' are trtilsferrtel to
thlte new l)Departnellil of ( '(olilllter(ce :llll Iiterllatiol:ll ITra(ld (14 )( 'IT i as ageli(lies
with the Secretary (tf 1)( )('l' ais chair of the oar(r. Tlle IT' wonld lihe tralls-
ferred to I(OC'IT a:s :n it(leltl(ndelit entity similtr to( I'ER(1' at tlhe Energy I)e-
palrtment. 1I()('IT will litve ltrianiry reslIwonsllility t() formtlate a1lid imlllelenlllt
eitXort lpromotlon lI)litc ies. nild( it vwill hlty all imlportalit role il develoIl)ig long-
range planniling on iittnril;tioilial trade imatters. There will be ani Ilndersecretary
for Internatlonal Trade.

As mentioned above. the STR wvill remailln a lean. sleeializedl agencey under the
Executive ()ffee of the President which will d(irect our ilegotiit ils ill milultilateral
and bilateral trade negotiations. Ilncltiding East-West trade anld conmmodity agree-
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ments. It will play a key role in the trade policy area by chairing the present
T'rade Pollcy (Comnmittee.

I have just come from two days of hearings on this reorganization area In the
Trade Subcommittee of Wayt & Means. That committee has a keen interest in
revitalizing our trade organization, and we are anxiouus to work with your toum-
mnittee, which is much more experienced with the intricacies of reorganization
matters to mome il) with som'- kind of recommendation to the Administration
Iefore it submilts what we Iwelieve wtll be a reorganization plan. There were many.
manyr good ideas to.sedl out at the Trade Sulwommilttee heatrings. While I like
the Joues-Frenzel allp)ralmch letter than the others. it may 1i that you will have
to Imake some altterations inl our lrolmsal. or lerhapsl you will choopo another
i)rlm.sal entirely. Ilowever. the Administration does have what I believe Is a
fairly goodl lan which I generally upplort. I hope we all cal work closely with
them to come out with a plan that will Ibe satisfactory to you and to as many
varied interests as iossile. 1The most imlortant goal right now is to ensure that
action will be taken on this matter in order that the new pllan will go Into effect
in January of l!M)i. in timlt- to ahlilinister tile Trade Agreements Act of 1979.

Mr. Chairman. I appretiate this opportunity to testify and will answer any
questions youl nay have.

NMr. Bn.ooKs. Ou1r final witness this 'morning is a very distinguished
former Memlnler of tile Congress. now a Repulllican Senator from
IhNlaware. Senator W'illianli V. Roth. He ,radi-anted from Harvard
Business School and Ilarvard I,aw School. Following distinguished
mlilitalr service in W'orlhl War II. he engage(l in the p)rivate practice of
lahw. Ilt servedl :i tile lolus froln 1966 to 1970. I-le has served in the
Senate since 197. lie is a Illenber of the Senate Finance ('onimittee
and Senate, (Governlriental A.ffairs Cominiittee.

Senatoe Roth has Iueen working in thle area of international trade and(
tra(le reorglaniza:tion. I ie is cosponsor with Senator Ribicoff and othel-s
of Senate bill :377. a bill whiiceh would create a seplnirate I)epartment
of Trade.

,Senator Roth is ia lonigtinie personal friend of mine and( I am de-
lilghte( to welcoille you hlere before this comnlittee and to reiterate my
own d(eterlinairtioll tihat w(e lave sonlie sort of foreign trade legislation
to illll)lelent wi;at x'olu andl I bothl agreed earlier in a conference be-
fore thil Was an( .lea1ns ('onlmimitt(e needs to be fdonel. In b)road terms
we c(ertain lvdo (aI :tr(e (I we are I)lCeaIe( to have y-olt with Ius todlav and
we anre interested i in 'ourlI views on0 tle Inatter. Seoator Roth.

STATEMENT OF HON. WILLIAM V. ROTH, A SENATOR IN
CONGRESS FROM THE STATE OF DELAWARE

Mr. Rom'!r. TIlank you. Mr. ('hair tan. anid inlemiis'rs of thle commit-
tee~. I amll (lellirlted to liat( this Ol)loltlunity to discslis ilmy view.

I woild like to exliess Iniiy Ilqs.onial appreciation to, tile chairman
for t(he interest he lilas slhowxl in this miatter. lie was very helpful re-
entilv inl tile conference that ;(' hai(d !between tile linance (Corillittee

111(I i Iouls.' Wavs ani( Means.
'Mr. ('hairrlian. I 1 eli evie t his mlatter is of such inlll)ortance as to af-

fect. tile vel, health of our Nation's teetnoniv. As miianv of vou know.
Senator Abli'aham Ri)icofl and I introduced'a bill to create' a Depart-
irent of Interln.tional 'I'radle tand Investlment miore than 2 years ago.
Since that tinlme. e and ta growing numbernl of other IMenihers of both

the Senlate anl( tie llouse of Representatives have waged a battle to
restrllcturl e and streaiilline the antiq(uated 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 ONIB plan for trade reorganization in the light of these
objectives.

O)ur l)rimary goal was simply this--to consolidate into a strong,
single entity the activities of tlle Iedertal (ioverunent relating to trade
pol icy formlation and ilmlle mllentat ion.

W\e wanted an entity which would p1rovide leadership in reorienting
A.lmerican attitudes toward foreilg trade, whichl would give trade is-
sties the attention tllhey deserve at the Cabinet level. which would be
La Strong and touglh protector of American trade interests at ]home and
aroa(l. wllicl woulll( attract and retain a corl)s of highly vllotivated

nlldl experienced l)(rsollmwl. which would (effectively enlforce the AM'TN
cod(es and tnllfair trade lprctices. whlliclh would provide the necessary
nalyll!tical and statistical backupl necessary to sound policymalking,
whlilch would aggressivelyv lromnote thle sale of A\llericai-illade l rod(ucts
and services in overseas 'llarkets, and which would be accountable to
Congress.

Wh\'v is such a- entity needed.? Because the position of the United
St ates ill the internat ional ecoinomy has clhanged very dramatically over
the past two decadeles.

()n tlhe one liand international trade lhas becolme increasingly imi-
Imrtanut to oulr evcolnolylv. ExI)orts an( imlports now total about 15 per-
cent ,of ollr grlos. II;lt ioltl product. ()le-tllird of our agrlic(ltllural pr0o-
(I el(t ioll goos into eXpl)Ort mnarket.. and one of every seve n or eight jobs
ill t' man ifacturin ,l s(ectolr deplends onl sales albroad.

lul- ,n1 the ot her land. tie I llited States is stea(lilv losing olt il tle
W\orl limirketllace. Sinlce thlle earll 1)60's. our share of world trade hlas
(ilropllie fronl 19 p,)ercent to less thltian 12 l)erent.ll

In thlis l(cad(e. for t ie fir-t tilme since thle l!th ellt lury. wve lave beglll
to ex perinc(e l I,:alatce-of-t rd(le (letficits. T his has unl(tictined confidence
in tlne hlollar and ( (!.'(,l(lI tli IInlirhasing !, ower ,f . An'icans overseas.
E'.-cv .S1 billion ii. t'orgoe exl)ports nicans 40.,)!)0 jobs .tiericaIIns do
not have.

For veai·r thle llii('d .S.tates was frankly spoiled bly the tremllenllous
t ade awvantagres \\ c hiad a.- a lvt.-.h of tecllhnlologic'al .1l)(.lriority. rich
liatillal l'(SOIII'('(, a. Ii ighllv ed lucated an d .killed l abor force. and thle
(, o111(Iit i.s of sc: Ie a la rge nl rilket provids.

We'( till :have nian!v llherlent adlvalntIages It othier nations lhave
(devlolw)( I iiglh qiuallity produits ;and sl)v rior foreitll marketing tech-
Ili(:'les. 1lev lia\t igiherl' rates of productivity rlwt l lland invest nelnt.

'I llhir ,r,,Vt'lll('llet s give' top priority to thleir trarlling iliterests. 'lhey
.lo not sacriffic, tra:lle interests to foreign policy obljectives. They do
not hal lstrinl;g Il-ill tinntwlln witil ,lisinlceitiN es to exslorting. rTo the

Ocltl'rarv. tiley 1 l,'\Oviih generoulS export c're, lits and assist in putting
togetl( cr at t r:ct i; e t r; lt. and ai(l Il)ackat:re to stell tlheir )lrodulits.

Othelr govetrl' llaltet- recorlize Itllat tra(le llncans incotile 1(nd jobs for
tlweir citizel.s. Expll li Is 1an ilnttegral I;part of thiei r gro'otllh and (m-
ploynmelit strategies.

The I'nited States is the, only imajor induistrial (coiIntrtl which does
not have at strong focal !()oint in iove! g llll nmit for l)',)ot ilnl its tradle
interests. Tile Special T'Irade Repreentative's office is largelv circulm-
scribed to internationla l negotiations.
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In the big departments with trade re-sponsibilities-State, Com-
merce. and the Treasury--trade is a stepchild to other interests. It is
very rarely considered beyond the Assistant Secretary level.

(lhanging our organizational structure is not going to resolve our
trade p)roblems. but it can establish a better framework for tackling
them. Most importantly. a first-rate governmental structure to promote
and protect American trade interessts can provide leadership m revo-
lutionizinr the thinking of the American Government, business and
people toward the opportllnitie:, provided by international trade.

If we are going to mneet today's fierce competition in world markets
and provide jobs for American workers through trade, we need a
fundamllental reorientation in our thinking about trade.

Thelre niust be anl entity in the Federal Government to provide lead-
crship and encouragenent. At. the present time, we are moving in ex-
actly the op)posite 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 lengtll on our related objectives in trade organi-
;. dtion. Clearly,. in a more competitive world market, the United States
'ceeds more! aggressive enforcement against runfair trade practices such
;is dlnumping and export subsidy practices.

Clearly we neel etffective enforcenent of the new codes negotiated
under the MTN. There is virtually unanimous agreement that these
new codes are nilaningless without effective enforcement.

An exl)erience(l trade cadre in the Federal Government is essential
to an effective trade policy. In the past few months, we have lost in the
public sector niany of our hest trade negotiators. Our competitors on
the otl.er hand coltinllle to have deep trade experience going back to
tile Kennedv Rolnd and even earlier in their governments.

Given the;se needs. how does the OMB proposal stack up? Frankly,
it does not accomplish our objectives.

Instead of a clear focal point for trade policy and implementation.
there are two. mnaybe three, centers-one in the STR, another in the
Department of Comme-rce. and a third potentially in the Trade Policy
Committee.

The OMB proposal milakes an artificial and illogical distinction be-
tween the trade policy and day-to-day operations. It divorces policy
responsibility froml operational authority.

This has not worked well in the CGovernment. Policy and operations
are inextricably entwined. Policy cannot be develol;ed in a vacuum
and operations, particularly in the post-MTN environment. may in
practic! set policy.

The shortcomings of this separation were described very well in the
testimony of the International Association of Maehinists and Aero-
space Workers. AFT-CITO, before Mr. Vanik's Subcommittee on Trade
last week, and T quote:

In the area of basle organizational structure, the administration's proposal
Is seriously deficient. It does not achieve the goal of unifled trade policy direction.

In short. the OMB proposal is a formula for continued competition,
conflict, duplication, scairegoating 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
polciy.

He will 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 UISTR will be analogotis to that of the Coulncil
on Environmental Quality or the late and not much lamented Council
on International Econonicv Policy. He has a large head but a weak
and underdeveloped body, and for that reason will not be very effec-
tive. The operational agencies have more clout.

William Walker. a former Deputy STR. hias d(escribed well the
kind of position STR is put in. andl ag:in I quote:

DIuring tile MTN. STR had staff of Ietweel .1, t liand 14X). This was not really
enough to do the Jot) iprolperly silce i; forc(el ST. to rely upon the other agelncies
for hI.sic researeh aldl! the (levelol)imelt of most lw)sitions. Tile sulKonninittee is
familiar with the "tyranny of the first draft" and will appreciate that there were
many cxcasions in whiclh (lelrtments (ould (lefl(ct initiatives with which they
dlisagreed by failing to staff them prolperly.

In contrast, tlhe I'rad(e and ('ommelee l)epartlient will be a body
svithout a head. I hlave serious reservations about giving additional
responsibilities to tht I)epartment of _`'ominerce until that Department
has leein thoroughly overhauled.

The present I)elpartm ient has been aptly described by Senator
Stevenson as kin(l of lllireaucrat ic orplhange for st ray lrogramns rang-
ing from weather niodification to fire prevention.

It has become almost inil)ossible to manage effectively although I
believe the present Secretary. Juanita Kreps, is nlaking a heroic effort.
Symbolic of C'onmerce's pirolblemis lias been the unusually rapid turn-
over at the topl. Thlere Iave been new Secretaries in 19(67, 1968, 1969,
1972, 197:, 1197,5, 19 7(; and 19 77.

To miany Anmericans and to foreign governments iputting opera-
tional responsibilities for trade in (ommerce does not increase their
prioritv, but will be perceived its a downgrading.

()ur tra(lingr artners will not be very imprl)essed( by the new posi-
tion of UInder Secretarv for Trade in the I)epartment of Trade and
('ommerce. MIoving enforcement functions froml a relatively strong
agency to the weak I)epartnient ofConmmnerce w ill neither assure strong
enforcement or revitalize ('ommerce.

Clhanging the name merely adds imlore confusion. It means yet
another 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 en'tity. Antiduinping and
countervailing duties will be in the I)epartment of Trade and Com-
merce. Section 301 and international dispute settlement mechanisms
will he pursuied thirough I'STR.

Who will provide for integrating and coordinating trade analytical
work aroun(l the Fede4 ral (iovernnient ? No one.

What needs to le done ?
Mr. Chairman, the mlost implortant 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 slloliltl be responsible for the very closely related tasks
of international negotiations. MTN implementation, enforcement, and
coordination of trade plolicy formulation through chairing and staff-
ing the Trade Policy (Committee.

The head of this agiency should be a Cabinet-level official, as is the
present STR. who is clearlv designated the Principal Assistant to the
President for International Trade Policy.

It is of key importance that he be responsible for both MTN im-
l1iementation an(l new negotiations. These functions should not be
aivided because it is only through monitoring code implementation
that the areas where the codes need to be strengthened or where there
should be retaliation will be identified.

I believe this agency should have a linited number of overseas posts
in key industrial countries to follow on a daily basis MTN code im-
plenientationl and handle the myriad other trade issues that arise
with tlhese governlments.

This agency should be in charge of coordinating analytical work
in the executiv\e branch relating to tradle. The bill introduced by Con-
gressman Gillis Long. in my judgment, represents a much sounder
first step than (loes the administration proposal.

Finallv. tr Chairman. let ne 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 possiblQe.

T believe that if consensus can be achieved on the right reorganiza-
t. 1 plan. the reorganization authority should be used. That would
afttect the reorgan ization in the inost expelditious manner.

I woulld c(aultion. however, that whllatever we do now will be with
ils for sev('ral years. Reorganization is always a wrenching process
with h-ort-term costs. Ulnless the long-term advantag.es clearly out-
weigh the short-termnl costs, it should not be undertaken.

I ant not convinvced the OMIB plan. even with tinkering, provides
clear gains outweighing the costs. I (do not think we should approve
a reorganizatioln plan wrlhich divides policy aind o)perations. That flow
is fundament tal.

'lThank -you. Mr. ('nairmann.
Mr. F.xsC(E:.l. [presiding]. We are delighted to have you with us.
Mr. Levitas
Mr. L-v'r.,,.s. 'rTnk von. Mr. Chairman.
Thank you very mluch 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

CI
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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. 'ile problem that I have is trying to ascertain whether
or not we woulll be ltter placing that consolidation of policy and
implementation in a restructured Department of Comnmerce rather
than creating a new ('Cabinet department.

I realize there is a ('Calinet 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 lloutse at the present time.

SIv question. I think. is. tio you feel that doing what vou want to do,
but within the Department. rstructured I)epartment of'Commerce and
Trade, would not Ix effective ?

Mr. RorTO. I regret to say that that is my conclusion. I am eon-
cerned that even though the consolidations are imade that are neces-
sary. that policynmaking and operations are b)rought together, putting
it in Commerce will severely handicap what we are trying to
acco:nplish.

As I mentioned in lmy testimony, the Department of Commerce
many. many veal's ago. long before the present Secretary took over,
became known as at bureaucratic nightmlare. Having talked with not
only nmanv American businesspeople. lbut foreign people as well, it is
elear to me that putting it in a D)epartlment of Commerce will almost
be looked upon as a step) b)ackvard instead of forward.

I think that we can mleet the objections of the President by con-
solidating arolnd the STR. It is an office that is in existence and it
also is a fact that STR is now Cabinet level, so we are not creating a
new Cal)inet plosition.

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 I)epartnlent of Commlnerce.

Mr. IEvTI'rA.S. As yvo point oult in your testimony. at the end of the
day, what this thing is all about is the plromotion of the sale of Ameri-
cun-lllade products and serviices 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
commercial 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-
plaining to them export opportunities and encouraging foreign trade
generally.

It is not working well. Would you see that these people 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. ROTi!. W ell. failing a Iepartment of Trade, I 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 I am so concerned about this
reorganization and wvhy I think what we do is of such great
importance.

I really feel that we have to change the thinking of the American
Government. I 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 opportilnity 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 blit in the business sector that
this is what we have to do.

I don't see that happening under any circumstances in the De part-
ment of Commerce. I don't care how able a person the U'nder Secre-
tarv is.

I am sorry we lost Bob Strauss to Trade. T 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 jobs. We
are not going to get it by this division and this fashion. To my
mird in many wavs it doesn't improve what we already have.

Mr. ,LENTAS. T:hank vou very much.
Mr. FASCEr,. 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; is that the concept? Is he going to be a salesman, toot

Mr. RoTH. nI part. the Commerce Department would continue to
function as present. but I would want the STR to become a major
spokesman for trade policy for this country. including export
promotion.

Mr. F.scerl.. W'oulldn't lie have a little trouble, though. if he is
enforcing somnethling where there is a governmental action on the other
side, for example. wbhich wve consider adverse and inhibitory?

Mr. ROTH. No, sir. not in my opinion. I know that argument is often
made.

Mr. FASCE,.L. I -wonder how it would work. Does lie use a trade-off
of American sales for something?

Mr. R(rrl. I want him to be a tough negotiator. I want him to have
as many weapons in his hands as possible.

Mr. iF'.;(cEuL. For example. shoul(l we have the power to say to coun-
try X. OK. you are not going to abide by a code so 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 ?

ir. Rrn'lr. W'ell. of (ourse. 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-will not give us an effective voice abroad.

The thing that bothers me the most is that Japan and West Germany
land 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.



134

Mr. FAs':I.L. \\te IIvd to (lo something to strengthen our plosture. I
think Itlost of us are agree(l oil that. If there is any (lifference of opinion
it is prohably in the appl)loach that we are going to take.

For exanl)le. I have a hard( ti!ne sayingll that USDA is so great. Be-
sides thati. let's face it, we don't hai-e tlb: votes in the Congress to
ehange it. You e:ll't talke it away frol tlheln. Agriculltllre is one of the
major aspects of international trade. It is goingr to be left over in
another depalirtient. W\e arl talkinu, al)out an integriatedl effort at
t rade.

I am not argruing with you on that.
Mr. ROTIL. I nIlh':tln(l that.
Mr. FKsc(':.l.. I nail jilst a rming with nyvself on this isjsue. When we

had tile bill before uis we ha11( to eoIll)rolltise that issue : s the only way
olut. Ev1erylo(l is agre!ed that it is too hlot a potato. So. we leave ift
alone. the b)iggfest comnlpollet of o llr interl:t ional t rade.

Mr. Ro(,TI. For pl)litical re'(,asons it is triue tihat cerltin functions are
staving in A\riculltllre.

MIr. as'}:C.L. W lhat are we talking! abouit ? We arv really talking
about peanults.

Mr. R(oTI. I (oln't think so.
M'r. F.Is(C:H, . We are(, talking axbout tile dissatisfaction of tile Ameri-

(a1 ti business withl 'oltltier('i ial attacl(i' offices.
.Mr. R(rr!i. No: that is not what I anm talking aolut. I am talking

about the fa(ct tihat ill tlh last 1) vear s th( Aine ricani share of inter-
national tra(le lias (Irol)l(,d froml somllethling like 18 to 12 percenlt. and
it is p)redicted tlhat it is ro()illn to olit intle going (lown.I.

Mr. F'.sc(t:l.. Iet iime ask yoi tilis iquestion. I thlink it is fundamental.
1)o you real1h I hlit v(, (o()ve( rnmient n11 IlwI , ) that ill Stilme wayV

Nr. RlIt,'ri. Not alone. blit it ca:lnl 1 (e l kev factor.
Mr. F.scE(i:.l. Ytou don't thiink .Anmerican bI)usiness roes whilere tile

l)ecks are.
Mr. RIOTri. Let itie sav I amil not onlv initerested in largre inultina-

tional l,)isinss. buit I tl;iiik there is a igreat ol)p)ortllity here for Ine-
iullm and small I)usiness. if we can p)rol) rly ortlanize.
Mr. FIsc('EI.l. I am for tlhat.
Mr. IR(TII. !T )rOI)MoblenI today is that in tllis coulintry rally the only

ones thal:lt can coI)ete. )because we dlon't have the grea:t traling com-
panies, for examll)le. tlhat other eomlpnies haly (. t liut enal)le small busi-
ness to partit(il)ate in t lit nitniber of tHlese vehicles we need to bring
about.

We arn not just talking allmt pea)nuts. I was over ill the( Middle East,
MAr. ('lmirnian. last Easter. I was shocked to find that this country
only has sonlething like 5 Il)ereenlt of the constlructiolln business in
Satll(i tarbia. andt wve are not talking at)out millions o'r hundreds of
millions of dollars. We are talking about !billions of dollars.

Whyl is that ' Every anibassador in that area. whetlher it was.Jordan
or Israel or Saudi Arablia, wherever I went. said( we are losing out be-
e'alse we don't have Amlerican na:tionals abroad. 'We fell into that trap
for what seems to Ie go(od rieason. b)ut we didn't have anyl)odv in the
Grovernment to tell %Iwhy that simple factor is important to A.nlerican
t rale.

I agree that the big multinationals, of which I have several in my
State, can pretty much handle their own problems, blnt 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 Japanese 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. FAscEL.. I 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 andl countervail-
in and some promotional capability on a limited basis or partial basis.

don't see where that is going to help himl do a good job at all.
Frankly, I have a hard time with that.

Mr. RoTH. We are trying to do more than that. lWe are trying to
build up an agency, No. 1, that will attract brigllt Xyoung professionals
that will stay in the trade business. ()ne of thIl t iliir.s t iat bothers me
most right now is the fact-

MIr. 7FAscELL. In other words, we neotedl -. ;:z, 1professional
continuity.

Mr. ROTH. That is right.
Second, we want to have the analyti.al air ',, Wat I want this

lead agency to do is to be analyzing the tra.:, : antl assuring
that we are moving in the right direction ,a- ,", ltIwn the road.

Three, we have got this iniplemiienting ,giizlarti,n ,f the nontariff
codes. They sound great in theory, l)ut how thev alrs illplemented will
he of critical importance if they are going to In(11an aL.tnything.

Twenty years from now we can say Bob ,Strali-, niade 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 inlplement them.

I don't think we can 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 wve have EPA.

Frankly,. rarelv do I ever hear anybody talk about the Council. It is
EPA that is ope;rating for all practical purlposes the policymaking
side, anti that is the reason I don't think this division that is being
talked about will work.

Mr. FASCELI. Thllank you veryv mtuch, Senator. We appreciate the
testimony you halne given us and your candid and frank answers to our
questions. and the contribution you made to the work of this
subcommittee.

Mr. Ro'ri. You are very nice. As you know. I always enjoyed my
years of experience on the Foreign Affairs Committee with you, and
I welcome this opportunity to be here.

Mr. FAS<EL.rL. Nice to see Vyo 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 Meibllbers desiring to sup-
port or to subm it any statements.

[Mr. Stevenson's prepared statement follows:]
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STATEMENT OF SENATOR ADLAl E. STEVEN8ON

The United States ahine among the nlmjor industrial nations has no single
agency with the authority and reslponsibility to advance Its tradling interests.
Other nations. more depelnd(ent ol manximizing their share of International com-
merce, have long organiz.ed for successful and aggressive comtnetition in the
world. In the U.S. we hare been slow to awaken to the Importance )f overseas
markets and laggard about competing.

Inconxsistencies antd imn(linilelits in tile treatmlent of U.S. industrial and agri-
cultural exlorters (.lst this c('ntry billioins of dollars annually in lost export
olwrtunities. U.S. exlptoers face a web of controls-atititrust. antibribery,
human rights. environmental review-and other restrictions which their counter-
parts abroad do n,,t. .N,,\here. is there anl agency with the authority and themaindate to promote I .S. conpetitiveness. Tlle albseni e of ain advocate with the
visibility and clout to, tght fr ,onsistent iHolicies anlld minial bureaucratic
restrictions hlts seriidly iinldfrmini 1 .S. exlpSrt (ompletitiveness ill both agri-
.vulture and industry.

W'e can no longer afford tile Ilixury of indifference. an(l ll n post-T'lokyo Round
world economly the penalltiv.h wvill h1. del,ilitat lng. 'I'he Tra(le Agreements (create a
framnework ill whic.h inlttiois ( iln- llnil iust- a('t if they are to reall the econollic
gains of exlpanded tIrde. Whlil. , otier nnti,.ts are. Iise( ti t, explloit these oppor-
tunities. this nation stainds a;lr:lyzed Iby diffu;sed resxloinsililities for trade and
conflsed Ilureaucratic dlulplicatiol.

My concerns are shared by colleagues in both the H-)use and the Senate. and
the debate over trade reorganization now comprehends a variety of legislative
proposal. as well as a pending reorganization plan. There is universal agreement
over the need for cons,.lidated trade responsibilities, but the debate has been coiin-
plica te(l by the Iast history of ilke a gency iniest logically Iplaced to, i ntegrrate tra(le
functions, and distracted by the success of the Office of the STR in negiotiating
the Tokyo Round.

For those who seek a single government entity with conmprelwhensive responsi-
bilities for trade poliey alld imlemlenntation. there is only one real course--trails-
fer (of trade functions from the State and Treasury l)epalrtments, :nld incorlpora-
tion of the ()ffice of tihe ST'R.l int the D)epartment of Coinnlerce. Yet skeplticism
about the ability of that T)elpartment to ha{ndle tlese reslionsiljilities aggres-
sively is so pervasive a. the lead to the curious situationt wherein those who
seek unilication of trade functioins are a.tively suggesting: an:( supl)Irtingl pro-
PI'.als which leave the.e d!ivided-in all unwieldy. if ic:t tot:ally unworkable mnan-
lier--,etween the Office of thle STR andl the plannedll l)elpartuent of Trade and
( 'onlllerce.

'1'11. Administratio, n pri,poses a Delpartment of Trade and ('oniiler.e wtiihtilt
reslinsibility for trade p. ,lic(y or trade neg.otiations. With funl(rtions froi Treas-
ury and(l State, ainl r*eslii.ilility fiir xlt rlinot ,rmliln :alil .MTN inlllletlnentaition.
the I)elp;lrtnlent ;tcquiro- sOllie cloilt, hlt IIot tile llielllns withi \\vli(I t uIse it.
('onevrsely, the '.S. Trl'le Repre.sAentative has negLotintinig ant;1 pli{i.ymi:lking
rersl.insi iairies Ibut n(t tilhe silr('es of authority withil whiell to) press frirward. 'T'e
'ffrt. ,, l adlval(ce I '.s. ((ullPetitivelless at hloll.ie alld al)broadl will reain dlll liscon-

\',rlid tradhe hns t-xl,;n(lded sixfold since Bretton W'i,,,d: anl :(lolptiton (f the
:A'P. -)ve r thiis perild. tihe deltmllenllt of tllis ntilion tln ;Iccess ht, the Imarkets
ritl siilplies of ,,Ihers has griiwn no less rapidly. Effet(tix'. Itr:lde n.egotintioll is

criti(cnl if the I'.S. is to (otitintie ,it push i:le.k protectionist barriers andl xcxp)rt
ul,sllidi,.s which threatlen thie world's c(o,nonlit stability. Yet tile U.S. renmahins.

;al"l w,ulild renlin ll alte{ir thil A.(linis.tration irt,nisi.al.; the (in ly noitioln ilwhose
tr:ide alid 'oninier'r a lltthrities are different. uncoordin:iatd agencies. equippedl
with neither the overall Illrspeeti:e. not the power to advance vhe nation's eo}m-
j'.4titiveness.

The Administrntion's prolH)sal (loes not go far enoligh. By leaving negotiatil.g
nauthority in the WVhite louise. divor(c.l from the export promotion alnd import
reli.ef functions colnceintrateil in the new Department of Triade and Colnmerce,
tile Iilar leaves voices. lines of reslpnsihility anl strengths uneasily (livided.

A Trade Representative maintained in the White House has access to the
P)resident. 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 he 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 andl
more authority than an obscure, redesignated Special Trade Representative ill
the White House. The Administration's proposal, and other legislative proposals,.
miss the crucial opportunity to consolidate the power and create the authori-
tative advocate IJ.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.

Tbli[ lelpartmlent woull also,. by absorbing the existing I)epartment of Com-
meree unite trade functions with the responsibilities for industrial policy and
technology. In the debate over trade reorganization. insufficient attention has
bIe.n paid to tile fact tl.lt industry. technology, and trade are inseparable. Today
thlire is scarcely anI induistrial sector in the U.S. which does not face vigorous
comlpetitionl from abroad. In three decades, the Japanese alld Europeans have
recovered froml Worhl War I I to challenge our dominance even in those industries
where we had not Iper> -electronics, commlunications, atf" aviation. A eompany
which c(annot {'0ill[ete a;lr,alid oo findlls It cannot colmpete at home. We are
losing markets att homel too. If. as I see it. trade requires competitiveness. it
Imakes little sense to divide- trade policy from the responsibilities for the health
of American ind(ustry.

Technology is tile l Isis *of our ability to conpt. e al road and at home. Tech-
nlology-intelisive pridul(cts. measulred by It. & I). inp;'t. still lt(coullnt for approxi-
ilal c!y 44, percent of i*.S. exports. BIy contrast. R. & L. intensive exports com-
prise olnly 28 percent of the total exports of Germany. Japtnll. France, and the
l'nited Kingdom But these nations are catching up--and a generation of LDCs is
lust behind them. Already. foreign tec.hnology is making large inroads in the
!-.S. This year. .lJapan brings on a fourth generation of conmputers. and that is the
highest of the high tchniologies. The colmpetitiveness of the I*.S. in the world is
tied to support for te'.hnological innovation--and that goes for its competitive-
nex.ss at home too.

I(ver the long term. reversal of otur trade in balallee halngs on our ability to
enlcourage iinovallionl alld increase productivity. Meastires to stimulate industrial
illnovalion are beIHng considered in C(ongress: the Administration will soon report
an interagency studly on the same subject. In ti all of these enterprises. the Depart-
nient of ('Comerce occ*upltps tile center of a nou w dis)rdered stage.

The stage is disordered. Ilit the critics have been particularly acerbic. We run
soine risk. I submlit, by miking organizational judgment on an ad hominem basis,
or l y magnifying artificial dlistincetions between "policymaking" and "implementa-
tioin." As this ('fommittee was well remlindetl. "poll(ymaking" bodies void of
implelmenting ;uulthority llend to atrophy. Moreover, compartmentalization of
"lolicy" 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 tlheit.

The a(vanltages of a lpolicy iltnit in the Executive Office have Ieen overplayed;
the Office of the STR pIrfornied effectively (luring the Tokyo Round, but without
Bob Strauss :ind an ongoing round of major trade negotiations, one wonders
whether the Office will not revert to its more characteristic ob:s(urity. And, indeed,
its effectivene/sN shoull( not Ie made to delend on conspicuous personalities and
proximity to the President.

()IBs I-lan. with its separation of the )ffice of the I'STR from the Depart-
mIoant of Trade an(l Comnleree. invites comparison iwith other attempts to divide
Executive O)ffice policynvaking from agency operations. It invites recognition
thlat the CEQ, for example, has never enjoyed as much clout as the EPA. and tie
fornier Council on International Economic Policy was never able to wrest de
fac(to l)oli(,y c(ontrol fronm strong I)epartments--or even coordinate it.

The Commerce I)epartment is not strong. Yet there has been a reluctance to
acknowledge-in all this debate about past performance-a simple and inescap-
able faet. Strength, high-ca:liber personnel, and performance are tiall interrelated-
and1 all delpendent 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 ltepartment.

If. however, the Commerce I)epartnment became part of a new Depart.nent
with significant epi.anslon of its responsibilities. morale, Iersonnel and perform-
ance would be improved. The I)epartment 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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I)olicy we all recognize is imperative. and all strive, by our sundry methods, to
ereate.

S. 1493 achieves the conlprehensivel.iess other l)roplosls :lack. It unites within
the l)epartment of ('omnilnlre. Trade and Technology respinsibilities for:

1. Exlport promotion an( ftllaining:
2. Import monitoring and relief:
3. Trade negotiation:
4. International investmtent lsmlicy;
5. Industry and trade ec.onomiie ally,vi.s:
ti. Export administrationl
7. Trade policy and coordination.

The blill draws the Ifttl(e of the STR into the newr lIepartment. It links the
Export-Import Bantk alld l1'I(' with thie Iepartmient Iy naking the Secretary of
Commnerce, Trade andi Technology ('hirman of their Boards. S. 14913 owes much
to the work of colleagues in this 11u,¢s (l-telpresentativta s .Is ones alnd Frenzel: it
differs from their proposal by uniting trale Iegotiatilig auithority with the other

oulrees of trade authority.
('ommneree Department reorganization alnd Trade I)elurtnlent creation must

ie viewed as twinl iuestbirs. Inlldustry. technology andl tr;llde are insel)arable.
S. 1493 creates the only logical and comprehensive inslitutittonal framework in
whicli :echnological innorvation. industrial conmletitiveness atid export growth.
all rt.,tedl can all be promoted mnore effectively. The DIepartment of ('ommerce.
Trade and Technology I contellmplate will not slcceed without serious reform
and expansion of existing iprogra;ns in ind(nst rial techlology. But this proctess has
commenced. S. 1493 creates a frame witlin wchlill to proceed. Attempts to create
a new Trade Agency or to prine trade policy froil opelration. pilay with some
parts of the puzzle. ignore oithers and advance es little.

Mr. FAsCEL. T1lre beilng no furllthelr )llSilleSC, tlhe s)icolllllittee
stands adjourned( sull,ject to call of the (llair.

I Vhereupl)on. at 12 :1., p.ml.. thie lubconitnlittee a(ljournled. to re-
collnvene subject to tlhe call of the Chair.]

U II EEi - I. i


