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REORGANIZATION PLAN NO. 3 OF 1979

(Consolidate Trade Funetions of the U.N. Gevernment)

TUESDAY, OCTOBER 16, 1979

Housk or REPRESENTATIVES,
LEGISLATION AND NATIONAL SECURITY SUBCOMMITTEE
oF THE CoMMITTEE ON (FOVERNMENT OPERATION S,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:3% a.n., in room 2154,
Rayburn House Office Building. Hon. Jack Brooks (chairman of the
subcommittee) presiding.

Present : Representatives Jack Brooks, Dante B. Fascell. Elliott H.
Levitas, Frank Horton, and Arlan Stangeland.

Also present: Representative Paul N. MeCloskey. Jr.

Stafl present: FEugene F. Peters stafl director: Cyvnthia Meadow.
professional staff member: Wilson Abney, professional staff member:
Don Stephens, professional staff member: Elmer W. Henderson. senior
counsel: Linaa Shelton, elerieal supervisor: K. Jean Grace.clerk : Joln
M. Duncan, minority stafl director: and James .. George, ninority
professional staff, Committee on Government Operations,

OPENING STATEMENT OF CHAIRMAN BROOKS

Mr. Brooks. The subcommittee will come to order.

This morning the subcommittee will consider Reorganization Plan
No. 3 of 1979 and TTouse Resolution 428, a resolution of disapproval
which T introduced in accordance with requirements of the Reorga-
nization Act of 1977. This does not indicate my personal disapproval
of the reorganization plan: rather, it is an action required to insure
that the Congress will have a full opportunity to vote on any reorga-
nization plan affecting the executive branch.

Without objection, the reorganization plan and House resolution
will be included in the record at this point.

[The material follows:]
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To the Congreas of the United States:

I transmit herewith Reorganization Plan No, 3 of 1979, to consoli-
date trade functions of the United States Government. I am acting
under the authority vested in me by the Reorganization Act of 1977,
chapter 9 of title 5 of the United States Code, and pursuant to section
1109 of the Trade Agreements Act of 1979, which direets that 1 trans-
mit to the Congress a proposal to restructure the international trade
functions of the Executive branch.

The goal of this reorganization is to improve the capacity of the
Government to strengthen the export performance of United States
industry and to assure fair international trade practices, taking into
account the interests of all elemnents of our economy.

Recent developments, which have raised concern about the vitality
of our international trade performance, have focused much attention
on the way our trade machinery is organized. These develcpments in-
clude our negative trade balance, increasing dependence upon foreign
oil, and international pressures on the dollar. New challenges, such as
implementation of the Multilateral Trade Negotiation (M"] N) agree-
ments and trade with non-market economies, will further test our
Government trade organization.

We must be prepared to apply domestically the MTN codes on pro-
curement, subsidies, standards, and customs valuation. We also must
monitor major implementation neasures abroad, reporting back to
American business on important developments and, where necessary,
raising questions internationally about foreign implementation. MTN
will work—will open new markets for U.S, labor, farmers, and busi-
ness—only if we have adequate procedures for aggressively monitor-
ing and enforcing it. We intend to meet our obligations, and we expect
others to do the same.

The trade machinery we now have cannot do this job effectively.
Although the Special Trade Representative (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 the Trade Representative and the Export-Import
Bank, trade is not the primary concern of any Exccutive branch
agency where trade functions are located. The current arrangements
lack a central authority capable of planning a coherent trade strategy
and assuring its vigorous implementation.

This reorganization is designed to correct such deficiencies and to
prepare us for strong enforcement of the MTN codes. It aims to im-
prove our export promotion activities so that United States exporters
can take full advantage of trade opportunities in foreign markets. It
provides for the timely and efficient administration of our unfair trade
laws. It also establishes an efficient mechanism for shaping an effective,
comprehensive United States trade policy.

To achieve these objectives, I propose to place policy coordination
and negotiation—those international trade functions that most require

(1)

N



4

comprchensiveness, influence, and Government-wide perspective—in
the Execuvtive Officc of the President. I propose to place operational
and implementation responsibilities, which are stafi-intensive, in line
departments that have the requisite resources and knowledge of the
major sectors of our economy to handle them. I have concluded that
building our trade structure on STR and Commerce, respectively, best
satisfies these considerations.

I propose to enhance STR, to be renamed the Office of the United
States Trade Representative, by centralizing in it international trade
policy development, coordination and negotiation functions. The Com-
merce Departmert will becoine the focus of non-agricultural opere-
tional trade responsibilities by adding to its existing duties those for
commercial representation sbroad, antidumping and countervailing
duty cases, the non-agricultural aspects of DFTIN implementation, na-
tional security investigations, and embargoes.

THE UNITED S8TATES TRADE REPRESENTATIVE

The Trade Representative, with the advice of the Trade Policy
Committee, will be responsible for developing and coordinating our
international trade and direct investment policy, including the fol-
lowing areas:

Import remedies—The Trade Representative will exercise policy
oversight of the application of import remedies, analyze long-term
trends in import remedy cases and recommend any necessary legisla-
tive changes. For antidumping and countervailing duty matters, suck
coordination, to the extent legally permissible, will be directed toward
the establishment of new precedents, negotiation of assurances, and
coordination with, other trade matters, rather than case-by-case fact
finding and determinations.

East-West trade policy—The Trade Representative will have lead
responsibility for East-West trade negotiations and will coordinate
East-West trade policy. The Trade Policy Committee will assume the
responsibilities of the East-West Foreign Trade Board.

International investment policy.—The Trade Representative will
have the policy lead regarding issues of direct foreign investment in
the United States, direct investinent by Americans abroad, operations
of multinational enterprises, and multilateral agreements on inter-
national investment, insofar as such issues relate to international trade.

International commodity policy—The Trade Representative will
assume responsibility for conunodity negotiations and also will co-
ordinate commodity policy.

Energy trade.—-—-{N ile the Departments of Energy and State will
continuce to share responsibility for international energy issues, the
Trade Representative will coordinate energy trade matters. The
Degartment of Energy will become a member of the TPC.

wport-expansion policy-—To cnsure a vigorous and coordinated
Government-wide export expuansion effort, policy oversight of our
export expansion activities will be the responsibility of the Trade
Representative.

he Trade Representative will have the lead role in bilateral and
multilateral trade, commodity, and direct investment negotiations.
The Trade Representative will represent the United States in General
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Agreement on Tariffs and Trade (GATT) matters. Since the GATT
will be the principal international forum for implementing and inter-
preting the M'T'N agreements and since GA'TT meetings, including
committee and working group meetings, occur almost continuously,
the Trade Representative will have a'ﬁmite(l number of permanent
staff in Geneva. In some cases, it may be necessary to assign a small
number of USTR staff abroad to assist in oversight of MTN enforce-
ment. In this event, appropriate positions will be authorized. In rec-
ognition of the responsibility of the Secretary of State regarding our
foreign policy, the activities of overseas personnel of the Trade Rep-
resentative and the Commerce Department will be fully coordinated
with other elements of our diplomatic missions,

In addition to his role with regard to GATT matters, the Trade
Representative will have the lead responsibility for trade and com-
modity matters considered in the Organization for Economic Co-
operation and Development (OECD) and the United Nations Con-
ference on Trade and Development (UNCTAD) when such matters
are the primary issues under negotiation. Because of the Secretary of
State’s foreign policy responsibilities, and the responsibilities of the
Director of the International Development Cooperation Agency as the
President’s principal advisor on development, the Trade Represent-
ative will exercise his QECD and UNCTAD responsibilities in close
cooperation with these officials.

To ensure that all trade negotiations are handled consistently and
that our negotiating leverage is employed to the maximum, the Trade
Representative will manage the negotiation of particular iszues. Where
appropriate, the Trade Representative may d@iogate responsibility for
negotiations to other agencies with expertise on the issues under con-
sideration. He will coordinate the operational aspects of negotiations
through a Trade Negotiating Committee, chaired by the Trade Rep-
resentative and including the Departments of Commerce, Siate, Treas-
ury, Agriculture and Labor.

The Trade Representative will be concerned not only with ongoing
negotiations and coordination of specific, immediate issues, but also—
very importantly—with the development of long-term United States
trade strategies and policies. He will oversee implementation of the
MTN agreements, and will advise the President on the ctfects of other
Government policies (e.g., antitrust, taxation) on U.S. trade. In order
to participate more fully in oversight of international investment and
export financing activities, the Trade Representative will become a
member of the National Advisory Council on International Monetary
and Financial Policies and the Boards of the Export-Import Bank and
the Qverseas Private Investment Corporation.

In performing these functions, the Trade Representative will act as
the principal trade spokesman of the President. To assure that our
trade policies take into account the broadest range of perspectives,
the Trade Representative will consult with the Trade Policy Cominit-
tee, whose mandate and membership will be expanded. The Trade Rep-
resentative will, as appropriate, invite agencies such as the Export-
Import Bank and the Overseas Private Investment Corporation to

articipate in TPC meetings in addition to the permanent TPC mem-
ers. When different departmental views on trade matters exist within
the TPC as will be the case from time to time in this complex policy
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area, I will expect the Trade Representative to resolve policy disagree-
ments in his best judgment, subject to appeal to the President.

THE DEPARTMENT OF COMMERCE

The Department of Commerce, under this proposal, wiil become the
focal point of operational responsibilities in tLe non-agricultural trade
area. My reorganization plan will transfer to the Commerce Depart-
ment important responsibilities for administration of countervailing
and antidumping. matters, foreign commercial representation, and
MTN implementation support. (‘onsolidating these trade functions in
the Department of Commerce builds upon an agency with extensive
trade experience. The Department will retain its operational respon-
sibilities in such areas as export controls. East-West trade, trade ad-
justment assistance to firms and communities, trade policy analysis, and
monitoring foreign compliance with trade agreements. The Depart-
ment. will be substantially reorganized to consolidate and reshape its
trade functions under an Under Secretary for International Trade.

With this reorganization. trade functions will be strengthened
within the Department of Commerce. and such related efforts in the
Depart:nent as improvement of industrial innovation and produc-
tivity, encouraging local and regional economic development, and
sectoral analysis. will be closely linked to an aggressive trade program.
Fostering the international competitiveness of American industry will
become the principal mission of the Departient of Commerce.
Import remedics

I propose to transfer to the Department of ('ominerce responsibility
for administration of the countervailing duty and antidumpirg stat-
utes. This function will be performed efliciently and effectively in an
organizaticnal setting where trade is the primary mission. This ac-
tivity will be directed by a new Assistant Secretary for Trade Admin-
istration, subject to Senate confirmation, Although the plan permits
its provisions to take effect as late as Qctober 1, 1980, I intend to make
this transfer effective by January 1, 1980, so that it will occur as the
new MTN codes take effect. Commerce will continue its supportive
role in the staffing of other unfair trade practice issues, such as cases
arising under section 301 of the Trade Act of 1974.

Commercial representation

This reorganization plan will transfer to the Department of Com-
merce responsibility for commercial representation abroad. This trans-
fer wou]g place both domestic and overseas export promotion ac-
tivities under a single organization, directed by an Assistant Secretary
for Export Development, charged with aggressively expanding U.S.
export opportunities. Placing this Foreign Commercial Service in the
Commerce Department will allow commercial officers to concentrate on
the promotion of U.S. exports as their principal activity.

Initially, the transfer of commercial representation from State to
Commerce will involve all full-time overseas trade promotion and
commercial positions (approximately 162), responsibility for this
function in the countries (approximately 60) to which these indi-
viduals are assigned, and the associated foreign national employees in
those countries. Over time, the Department of Commerce undoubtedly
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will review the depluyment of commercial officers in light of changing
trade circumstances and propose extensions or alterations of coverage
of the Foreign Commercial Service,

MTN implementation

1 am dedicated to the aggressive implementation of the Multilateral
Trade Agreements. The United States must seize the opportunities
and enforce the obligations created by these agreements, {'ml(-r this
proposal, the Department of Commerce will assign high priority to
this tusk. The Department of Commerce will be responsible for the
day-to-day implementation of non-agricultural aspects of the MTN
agreements. Management of this function will be a principal assign-
ment of an Assistant Secretary for Trade Policy and Programs,
Linplementation activities will include:

monitoring agreements and targeting problems for consultation
and negotiation;

operating a Trade Complaint Center where the private sector
can receive advice as to the recourse and remedies available;

aiding in the settlement of disputes, including stafling of formal
complaint cases;

identifying problem areas for consideration by the Trade Rep-
resentative an(! the T'rade Policy Committee

cducational and promotion programs regarding the provisions
of the agreenmients and the processes for dealing with problems
that arise;

providing American business with basic information on foreign
laws, regulations and procedures;

consultations with private sector advisory committees; and

general analvtieal support.

These responsibilities will be handled by a unit built around the
staff from Commerce that provided essential analytical support to
STR througheat the MTN negmtiacion process. Building implementa-
tion of M'I'N round this core group will assure that the government’s
institutional memory and expertise on MTN ix most effectively devoted
to the challenge ahead. When American business needs information or
encounters problems in the M'T'N area. it can turn to the Department
of Commerce for knowledgeable assistance.

Matching the inereased importance of trade in the Department’s
mission will be a much strengthened trade organization within the
Department. By creating a nuniber of new senior level po-itions in
the Department, we will ensure that trade policy implementation ve-
ceives the kind of day-to-day top management attention that it hoth
demands and requires.

With its new responsibilities and resources, the Departinent of Cloin-
merce will become a key participant in the formulation of our trade
policies. Much of the analys:s in support of trade policy formulation
will be conducted by the Department of Commerce, which will be close
to the operational aspects of the problems that raise policy issues,

To succeed in globa: competition, we must have a better understand-
ing of the problems and prospects of U.S. industry, particularly in
relation to the growing strength of industries abroad. This 1s the key
reason why we will upgrade sectoral analysis capabilities throughout
the Department of Commerce, including the creation of a new Bureau
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of Industrial Analysis. Commerce, with its ability to link trade to
policies affecting industry, is uniquely suited to serve as the principal
technical expert within the (Government on special industry sector
problems requiring international consultation, as well as to provide
industry-specific information on how tax, regulatory and other Gov-
ernment policies affect the international competitiveness of the U.S.
industries.

Commerce will also expand its traditional trade policy focus on
industrial issues to deal with the international trade and investment

roblems of our growing services sector. Under the proposal, there will
e comprehensive service industry representation in our industry ad-
visory process, as well as a continuing effort to bring services under
international discipline. I expect the (.Eommorco Department to play a
major role in developing new service sector initiatives for considera-
tion within the Government.

After an investigation lasting over a year, I have found that this
reorganization is necessary to cairy out the policy set forth in section
901 (a) of title 5 of the United States Code. As described above, this
reorganization will increase significantly our ability to implement the
MTN agreements efficiently and effectively and will improve greatly
the services of the government with regard to export development.
These improvements will be achieved with no increase in personnel
or expenditures, except for an anpual expense of about $300,000 for
the salaries and clerical support of the three additional senior Com-
merce Department officials and a non-recurring cxpense of approxi-
mately $600.000 in connection with the transfers of functions provided
in the plan, I find that the reorganization made by this plan makes nec-
essary the provisions for the appointment and pay of a Deputy Sec-
retary, an Under Secretary for International Trade, and two addi-
tional Assistant Secretaries of the Department of Commerce, and
additional members of the Boards of Directors of the Export-Import
Bank and the Overseas Private Investment Corporation.

It is indeed appropriate that this proposal follows so soon after the
overwhelming approval by the Congress of the Trade Agreements Act
of 1979, for it will sharpen and unify trade policy direction, improve
the efficiency of trade law enforcement, and enable us to negotiate
abroad from a position of strength. The extensive discussions between
Administration officials and the Congress on this plan have been a
model of the kind of cooperation that can exist between the two
branches. T look forward to our further cocperation in successfully
implementing both this reorganization proposal and the MTN
agreements.

JiMmy CARTER.
Tue Wuite Housk, September 25, 1979.
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ReorgantzaTioN Pran No. 3 or 1979

Prepared by the President and transmitied to the Senate and the
House of Representatives in Congress assembled, September 25, 1979,
géasuant to the provisions of chapter 9 of title 5 of the United States

e.

PEORGANIZATION OF FUNCTIONS RELATING TO INTERNATIONAL TRADE

Section 1. Office of the United States T'rade Representative

(a) The Office of the Special Representative for Trade Negotiations
is redesignated the Office of the United States Trade Representative.

(b) (1) The Special Representative for Trade Negotiations is re-
designated the United States Trade Representative (hereinaiter re-
ferred to as the ‘Trade Representative”). The Trade Representative
shall have primary responsibility, with the advice of the interagency
organization established under section 242 of the Trade Expansion
Act of 1962 (19 U.S.C. 1872) (hereinafter referred to as the “Com-
mittee”), for developing, and for coordinating the imp'ementation
of, United States international trade policy, including commodity
matters and, to the extent they aer related to international trade policy,
direct investment matters. The Trade Rep_esentative shall serve as
the principal advisor tao the President on international trade policy
and shall advise the President on the impact of ~ther policies of the
United States Government on international trace.

(2) The Trade Representative shall have lead rzsponsibility for the
conduct of international trade negotiations, including commodity and
direct investment negotiations in which the 17 ... =d States participates.

(3) To the extent necessary to assure the :~urdination of interna-
tional trade policy, and consistent with any other law, the Trade
Representative, with the advice of the Committee, shall issue policy
guidance to departments and agencies on basic issues of policy and
interpretation arising in the exercise of the following international
trade functions. Such guidance shall determine the policy of the
United States with respect to international trade issues arising In
the exercise of such functions:

(A) matters concerning the General Agreement on Tariffs and
Trade, including implementation of the trade agreements set forth
in scection 2(c) of the Trade Agreements Act of 1979; United
States Government positions on trade and commodity m .tters
dealt with by tie Organization for Economic Cooperation and
Development, the United Nations Conference on Trade and De-
velopment, and other multilateral organizations; and the assertion
and protection of the rights of the United States under bilateral
and maultilateral international trade and commodity agreements;
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(B) exYansion of exports from the United States;
(C) policy research on international trade, commodity, and
direct investment matters;

(D) to the extent permitted by law, overall United States
policy with regard to unfair trade practices, including enforce-
ment of countervailing duties and antidumping functions under
section 303 and title VII of the Tariff Act of 1930;

(E) bilateral trade and commodity issues, including Kast-
West trade matters; and

(F) international trade issues involving energy.

(4) All functions of the Trade Representative shall be conducted
under the direction of the President.

(¢) The Deputy Special Representatives fcr Trade Negotiations
are redesignated Deputy United States Trade Representatives.

Section 2. Department of Commerce

(2) The Secretary of Commerce (hereinafter referred to as the
“Secretary”) shall have, in addition to any other functions assigned
by law, general operational responsibility for major nonagricultural
international trade functions of the I%nited States Government,
including export development, commercial repre ~r:tation abroad,
the administration of the antidumping and countervailing duty laws,
export controls, trade adjustment assistance to firms and communities,
research and analysis, and monitoring compliance with international
trade agreements to which the United States is a party.

(b) (1) There shall be in the Department of Commerce (herein-
after referred to as the “Department”) a Deputy Seccretary appointed
by the President, by and with the advice and consent of the Senatc.
The Deputy Secretary shall receive compensation at the rate payable
for Level 11 of the Executive Schedule, and shall perform such duties
and exercise such powers as the Secretary may from time to time
prescribe, )

(2) The position of Under Secretary of Commerce established
under section 1 of the Act of June 5, 1939 (ch. 180, 53 Stat. 808; 15
U.S.C. 1502) is abolished.

(¢) There shall be in the Department an Under Secretary for
International Trade appointed by the President, by and with the
advice and consent of the Senate, The Under Secretary for Inter-
national Trade shall receive compensation at the rate payable for
Level IIT of the Executive Schedule, and shall perform snch duties
and exercise such powers as the Secretary may from time to time
prescribe. .

(d) There shall be in the Department two additional Assistant
Secretaries appointed by the President, by and with the advice and
consent. of the Senate. Each such Assistant Secretary shall receive
compensation at the rate payable for Level IV of the Executive Sched-
ule, and shall perform such duties and exercise such powers as the
Secretary may from time to time prescribe.

Section 3. Eaxport-Import Bank of the United States

The Trade Representative and the Secretary shall serve, ex officio
and without vote, as additional members of the Board of Directors
of the Export-Import Bank of the United States.

8



11

Section 4. Overscas Private Investment Corporation

(a) The Trade representative shall serve, ex officio, as an additional
voting member of the Board of Directors of the Overseas Private
Investment Corporation. The Trade Representative shall be the Vice
Chair of such Board.

(b) There shall be an additional member of the Board of Direc-
tors of the Overseas Private Invesiment Corporation who shall be
appointed by the President of the United States, by and with the
advice and consent of the Senate, and who shall not be an official or
employee of the Government of the United States. Such Director
shall be appointed for a term of no more than three years.

Section 5. T'ransfer of Functions

(a8) (1) There are transferred to the Secretary all functions of the
Secretary of the Treasury, the General Counsel of the Department of
the Treasury, or the Department of the Treasury pursuant to the
following:

) section 305(b) of the Trade Agreements Act of 1979 (19
U.S.C. 2515(b) ), to be exercised in consultation with the Secretary
of the Treasury;

é B)) section 232 of the Trade Expansion Act of 1962 (19 U.S.C.

1862) ;
(C) section 303 and title VII (including section 771(1)) of the
Tarift Act of 1930 (19 U.S.C. 1303, 1671 et seq.), except that the
Customs Service of the Department of the Treasury shall accept
such. deposits, bonds, or other security as deemed appropriate by
the Secretary, shall assess and collect such duties as may be di-
rected by the Secretary, and shall furnish such of its important
records or copies thereof as may be requested by the Secretary inci-
dent to the functions transferred by this subparagraph;

(D) sections 514, 515, and 516 of the Tariff Act of 1930 (19
U.S.C. 1514, 1515, and 1516) insofar as they relate to any protest,

tition, or notice of desire to contest described in section 1002

b) (1) of the Trade Agreements Act of 1979;
) with respect to the functions transferred by subparagraph
(C) of this paragraph, section 318 of the Tariff Act of 1930 (19
U.S.C. 1318), to be exercised in consultation with the Secretary of
the Treasury;

F) with respect to the functions transferred by subparagraph
(C) of this paragraph, section 502(b) of the Tariff Act of 1930
(19 U.S.C. 1502(b) ), and, insofar as it provides authority to issue
lations and disseminate information, to be exercised in con-
sultation with the Secretary of the Treasury to the extent that the
Secretary of the Treasury has responsibility under subparagraph

(C), section 502(a) of such Act (19 U.S.C. 1502(a) ) ;

G) with respect to the functions transferred by subparagraph
(C) of this pamgrnph, section 617 of the Tariff Act of 1930 (19
U.S.C. 1617) ; an

(H) section 2632(e) of title 28 of the United States Code, in-
sofar as it relates to actions taken by the Secretary reviewable
under section 516A of the Tariff Act o¥ 1930 (198 U.S.C. 1516(a)).

(2) The Secretary shall consult with the Trade Representative reg-

ularly in exercising the functions transferred by subparagraph (C) of

9
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aragraph (1) of this subsection, and shall consult with the Trade
aepresentative regarding any substantive regulation proposed to be
issued to enforce such functions.

(b) (1) There are transferred to the Secretary all trade promotion
and commercial functions of the Secretary of State or the Depart-
ment of State that are—

(A) performed in full-time overseas trade promotion and com-
mercial positions; or

(B) performed in such countrics as the President may from
time to time prescribe. )

(2) To carry out the functions transferred by paragraph (1) of this
subsection, the President, to the extent he deeins it necessary, may
authorize the Secretary to utilize Foreign Service personnel authori-
ties and to exercise the functions vesteﬂn the Secretary of State by
the Foreign Service Act of 1946 (22 U.S.C. 801 ef seq.) and by any
other laws with respect to personnel performing such functions.

(c) There are transferred to the President all functions of the East-
West Foreign Trade Board under section 411(c) of the Trade Act
of 1974 (19 U.S.C. 2441(c)).

(d) Appropriations available to the Department of State for Fiscal
Year 1980 for representation of the United States concerning matters
arising under the General Agreement on Tariffs and Trade and trade
and commodity matters dealt with under the auspices of the United
Nations Conference on Trade and Development are transferred to the
Trade Representative.

(e) There are transferred to the interagency organization estab-
lished under section 242 of the Trade Expansion Act of 1962 (19 U.S.C.
1872) all functions of the East-West Foreign Trade Board under sec-
tio(r{n z}g)l)(a) and (b) of the Trade Act of 1974 (19 U.S.C. 2441 (a)
an .

Section 6. Abolition

The East-West Foreign Trade Board established under section 411
of the Trade Act of 1974 (19 U.S.C. 2441) is abolished.

Section 7. Responsibility of the Secretary ¢ Siate
Nothing in this recrganization plan is intended to derogate from
the responsibility of the Secretary of State for advising the President

on foreign policy matter:, including the foreign policy aspects of in-
ternational trade and trzde-related matters,

Section 8. I'ncidentc ! trinsfers; interim officers

(a) So much of tin. “ersonnel, property, records, and unexpended
balances of approp:iations, allocations, and other funds employed,
used, held, available, or to be made available in connection with the
functions transferred under this reorganization plan as the Director
of the Office of Management and Budget shall determine shall be trans-
ferred to the appropriate agency, organization, or component at such
time or times as such Director shall provide, except that no such un-
expended balances transferred shall be used for purposes other than
those for which the appropriation originally w.: made. The Director
of the Office of Management and Budget shall provide for terminat-
ing the affairs of any agency abolished herein and for such further
measures and dispositions as such Director deems necessary to effec-
tuate the purposes of the reorganization plan.

10
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(b) Pending the assumption of office by the initial officers provided
for in section 2 of this reorganization plan, the functions o f each such
office may be performed, for up to a total of 60 dai's, by such individ-
uals as the President may designate. Any individual so designated shall
be compensated at the rate provided herein for such position.

Section 9. E'ffective date

‘The provisions of this reorganization plan shall take effect October 1,
1980, or at such earlier time or times as the President shall specify,
but not sooner than the earliest time allowable under section 906 of
title 5 of the United States Code.

1
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To disapprove Reorganization Plan Numbered 3 transmitted by the President on
September 25, 1979.

IN THE HOUSE OF REPRESENTATIVES

SEPTEMBER 26, 1979

Mr. BROOKS (by request) submitted the following resolution; which was referred
to the Committee on Government Operations

RESOLUTION

To disapprove Reorganization Plan Numbered 3 transmitted by
the President on September 25, 1979.

1 Resolved, That the House of Representatives does not
2 favor the Reorganization Plan Numbered 3 transmitted to

3 the Congress by the President on September 25, 1979.
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Mr. Brooxs. Plan No. 3 carries out a provision of the recently en-
acted multilateral trade legislation by transferring to the Department
of Commerce certain trade functions currently under the jurisdiction
of the Department of State and Department of the Treasury. In addi-
tion, it increases the duties assigned to the Office of the Special Trade
Representative by making the Trade Representative responsible for
U.S. trade negotiations, coordinator of U.S. trade policy, and chief
adviser to the President on trade matters.

The plan also adds an additional, voting, non-Government affiliated
member to the Board of Directors of the QOverseas Private Investment
Corporation and designates the Trade Representative a voting, ex
officio member of that Board as well as its Vice Chairman. Both the
Trade Representative and the Secretary of Commerce will sit on the
Bourd of the Export-Import Bank, ex officio and without vote.

I understand the President intends to issue an Executive order to
further clarify the duties and responsibilities of the Office of T.S.
Trade Representative.

Mr. Horton, the gentleman from New York.

Mr. Horrox. Thank you. Mr. Chairman.

This trade reorganization proposal now before us could well be the
most important plan we will have looked at since the President started
sending up these plans in 1977. T say this for two reasons. First. there
is no question that the trade functions of ovr Government must be
reorganized into a more rational structure. Approximately one dozen
departments and agencies in the Federal Government are currently
responsible for some aspect of the formulation and implementation of
U.8. foreign trade policy.

Second. equally. or perhaps even more important, is the fact that
while foreign trade is vitallv important to cur economy, it is unfor-
tunatelv shrinking. Some of the statistics point this out.

In 1968, the United States had a trade surplus of $1 billion; in 1978,
our trade deficit was approximately $28.5 billion. Tn 1960. the United
States had a 20-percent share of the world export market ; in 1978, that
share had shrunk to just 14 percent. In 1968, the value of U.S. exports
was twice that of Japan and slightlv greater than West Germany’s.
In 1978, Javan’s exports exceeded U.S. exports. and Germany exports
were almost. 25 percent greater than those of the United States, In 1978,
U.S. imports of o0il alone totaled $54 billion. By 1990, experts estimate
that, in current dollars. the U.S. oil bill will reach approximately $178
!)il(}ion. meaning that our trade balance will worsen unless something
isdone,

Finallv, the Congressional Budeet Office has estimated that for every
billion dollars worth of exports. 40,000 to 50.000 additional American
jobs are created.

And T could go on and on. Trade. in short. is verv important to this
country.

Since there is no question of the need for reorganization from both
an organizational and substantive viewpoint, the question is. does
this plan before us meet all the desired goals? Tn some respects, T
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think that the answer is “yes.” There seems little question that trade
18 given a higher profile from this proposal. The Office of Special
Trade Representative is strengthened with little doubt left that he
is the man in charge of trade. He seems to have clear authority for all
important trade negotiations. and more important, he is in charge
of trade coordination. With the creation of a new Under Secretary
of Commerce and two new Assistant Secretaries for Trade Matters,
there is no question that trade will also be given a higher profile within
the Department of Commerce. These are, in my opinion. positive
steps.

On the other hand. there are some problems with the proposal.
The main criticism of this plan is that it splits policy from imple-
mentation with the former in STR and the latter in the Department
of Commerce. Then, from a substantive viewpoint, there is nothing
in the plan. per se, that will enhance foreign trade export policy.
There is the potential that with a new Assistant Secretary of Com-
merce for Export Development and the commercial attachés being
transferred to Commerce, that export promotion will be enhanced,
but this is something that must be carefully monitored.

Therefore, when vou add both the “pluses” and “minuses” of the
plan before us. T think vou have to conclude that it is a positive step,
but it is only a first step.

I look forward to hearing from our witnesses this morning and hope
that any fears T have will be allayed.

We are fortunate, T think. that the new STR office will be headed
by Governor Askew who is preceded by an excellent and outstand-
ing reputation. Unfortunately. we are losing our very competent Sec-
retarv of Commerce who T understand has spent quite a lot of time
on this proposal. And, of course, T do welcome our friend, OMB Di-
rector Jim McIntyre whom we have seen many times on these various
proposals.

Mr. Chairman. T am glad to see that the Office of OMB is well rep-
resented here this morning.

Mr. Brooks. Thank you, Congress:nan Horton ; we appreciate that.

Our first witness is the Director »f the Office of Management and
Budget, James McIntyre, Jr., well known to the subcommittee. He
has testified here on several occasions in the past in hearings, includ-
ing background hearings on trade reorganization held in August.
He is a native of Georgia. As a lawyer, he served in various legal
capacities in Georgia for the UTniversity of (Georgia, the Georgia
Municipal Association, and for the State of Georgia. He has been
Director of the OMB for 2 years.

We are delighted to see you back down here, Mr. McIntyre.

Accompanving Mr. McIntyre is Eric Hirschhorn, a former staff
member of this committee, an able and competent man; and a very
distinguished gentleman, Harrison Wellford, who has a broad back-
ground in government, economics, bisiness, and politics.

We are delighted to see yon again.
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STATEMENT OF JAMES T. McINTYRE, JR., DIRECTOR, OFFICE OF
MANAGEMENT AND BUDGET; ACCOMPANRIED BY HARRISON
WELLFORD, EXECUTIVE ASSOCIATE DIRECTOR FOR REORGANI-
ZATION AND MANAGEMENT; AND ERIC HIRSCHHORN, DEPVTY
ASSOCIATE DIRECTOR FOR INTERNATIONAL AFFAIRS AND
TRADE ORGANIZATION

Mr. McInTYRE. Thank you, Mr. Chairman.

It isa pleasure to appear before you today to discuss che President’s
proposal for reorganization of our international trade functions.

I have a len%thy statemnent that I would like to submit for the
record, so that I may confine my remarks to some highlights in that
statement.

Mr. Brooks. Without objection, your full statement will appear in
the record at this point.

[ Mr. McIntyre's prepared statement follows :]
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|11ty
ot EXECUTIVE OFFICE OF THE PRESIDENT
¥ I ‘/ OFFICE OF MANAGEMENT AND BUDGET
n?;\’“,-é‘ WASHINGTON, D.C. 20503

FOR RELEASE ON DELIVERY
Expected at 9:30 a.m.
Tuesday, October 16, 1979

STATEMENT OF
JAMES T. MCINTYRE, JR., DIRECTOR
OFFICE OF MANAGEMENT AND BUDGET
BEFORE THE
SUBCOMMITTEE ON LEGISLATION AND NATIONAL SECURITY
U.S. HOUSE OF REPRESENTATIVES

Mr. Chairman and Members of the Subcommittee:

I am pleased to appear before you today to discuss the
President's proposal for reorganization of our internatiunal
trade functions. I want to emphasize at the outset that
although the formal proposal has been transmitted to the
Congress by the President, its final form was arrived at
after extensive consultations with Members of the House and
the Senate. The constructive suggestions of such Members as
Chairman Brooks, Gillis Long, Charles Vanik, Jim Jones, and
Bill Frenzel played a large part in shaping the reorganiza-

tion plan that you are considering today.
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Recent events --including our negative trade balance,
increasing dependeice on foreign oil, and thc resulting
pressure on the dollar -- have focused much attention on the
vitality of our international trade position and on the way
our trade machinery is organized. New challenges, such as
MTN implementation and trade with state economies, will

further test our Government organization.

The primary goal of this reorganization is to improve
the Government's capacity to strengthen the export per-
formance and import competitiveness of U.S. industry, taking
into account the interests of all elements of our economy.
Accordingly, this reorganization is designed to prepare the
Federal Government for aggressive enforcement of the MTN
codes, which potentially open new markets for U.S. labor,
farmers and business. It aims to improve our export promotion
activities so that U.S. exporters can better take advantage
of trade opportunities and challenges in foreign markets.
And it provides an effective mechanism for shaping the
disparate, legitimate views of numerous Execut.ve branch

agencies into an effective, comprehensive U.S. trade policy.
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We in the !xcéutive branch have done a great deal of work
on the question of wiat organization would best promote
.his country's trade objectives. We have chosen to place
pulicy coordination and negotiation -- those aspects of the
trade function thai most require comprehensiveness, clout
and Government-wide perspective -- in the Executive Office of
the President. We have decided to locate operational and
implementation responsibilities, which are staff-intensive,
in line departments that have requisite resources, as well as
knowledge of and ties to major industrial, agricultural,
and service sectors of our economy. In doing so, we have
chosen deliberately to build on the strengths of existing
institutions rather than create a separate new trade. bur-~

eaucracy.

The Administration reorganization proposal was shaped

by the following considerations:

First, our trade structure must take into account the
intimate relationship between our trade position and a
multitude of domestic policies that affect industry com-
petitiveness. Domestic economic policy, economic develop-

ment initiatives, energy policy , prodiuctivity and innovation
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problems, and regulatory programs all affect our trade posture
and must be analyzed from that perspective. The isclation of
trade policy and programs from these domestic considerations
has been a significant problem in the past. As a re?ult of
internal reorganization, the Department of Commerce will have
an enhanced industry and service sector analysis capability

and will take the lead role in establishii7 a linkage to trade

policy and promotion.

Second, organizational arrangements must reflect that
trade is a legitimate concern of agencies that have primary
responsibiiity for other, sometimes competing, national
policies and objectives. Trade is a critical component of
our diplomatic relations with foreign countries, necessitating
the State Department’'e constant attention and involvement.
Trade and international monetary matters are intimately linked;
th;refore, continued Treasury Department presence on the
trade scene will be required. USDA's involvement in trade de-
liberations flows from agriculture's major importance in U.S.
trade patterns, and the impact of trade on employment in the
U.S. requires careful Labor Department attention to trade
matters. The U.S. Government mechanism for trade policy
formulation must accommodate these valid interests. Our goal
is not ro eliminate these differing perspectives, but to
provide a means of shaping them, in a timely and definitive

manner, into a coherent and balanced national trade pelicy.
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Third, these legitimate multiple interests require a
neutral broker, located in the Executive Office of the
President. It is difficult, if not impossible, for a cabinet
department (to say nothing of a subcabinet agency) to direct
its sister agencies because of (1) its relatively equal status
and (2) the percaption that it would represent or favor a
particular constituency, at the expense of a national or
Government-wide perspective. We must have one actor with the
responsibility, location, and institutional capability to
resolve trade policy issues.

Finally we believe that operational functions are best
handled outside the Executive Office by those departments that
have necessary technical resources and that deal on a day~to-
day basis with the relevant sectors of the economy.

The President has concluded that building our trade
structure on STR and Commerce best satisfies these con-
siderations.

STR is a unit that has proven itself in the policy and
negotiating arenas and has won the confidence of a substantial
majority of the private sector. 1In the recent MTN negotiations,
STR was able to develop a negotiating package that represented
a broad congensus of national interests. STR's location
within the Executive Office and its ready access to the
President enabled it to arbitrate effectively among many

agencies and constituencies and their often conflicting



interests. This Office be¢nefited also from the recognition
abroad that STR spoke for the President. 1Its small, tight
organizational structure enabled it to operate efficiently
and effectively, tapping agency expertise when needed and
not duplicating resources existing elsewhere. These ara
qualities we must preserve and build on to upgrade our
trade apparatus.

Commerce is a department that has significant experience
in trade maiters, including policy development, regulation,
promotion, and implementation of trade agreements. Commerce
contributed importantly to the staff support for our MTN
effort. Approximately 40 Commerce personnel worked full time
on all aspects of the MTN and were crucial to the negotiations.
Commerce's work was highly praised by Ambassador Robert Strauss.
It is this staff that will form the core of the unit in Commerce
responsible for MTN implementation support.

Commerce already helps staff Section 301 unfair trade
practice cases, another area where the department has a
proven record of effective cooperation with STR. It has both
import and export administration experience and is an agency
for which trade is a major concern. Commerce also offers the
advantage of an already-established network of broad
business contacts and domestic field offices. Moct important,
Commerce activities in the areas of sec:-ral analysis, economic

development, productivity improvement, and industrial
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innovation give us the ability to link international trade
programs with other efforts that have a direct bearing on the
competitiveness of our domestic industries. In the final
analysis,we cannot have effective trade programs or improve
our trade posture in the long run if we do not have a solid
understaviing of the strengths and weaknesses of our
domestic economic base.

OTHER REORGANIZATION PROPOSALS

ITn formulat_n: our proposal, we gave close attention to
the various Congressional propcsals. Indeed, our approach

includes many aspects of these proposals:

it strengthens STR through additional resources and
responsibilities;

it expands the policy mandate of STR and the STR-
chaired Trade Policy Committee;

it centralizes negotiating authority in USTR and
establishes USTR as the primary representative of the
U.S. in international negotiations;

it unifies and strengthens export development efforts
by linking commercial officers overseas with Commerce's
export expansion programs and domestic field offices:
it consolidates import administration in a department
that has trade as its primary concern; and

it establishes an authoritative voice that can mold
the various perspectives of the Executive branch into

a coherent national trade policy.
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In addition, our approach avoids several major problems
of proposals to create a separate trade department or
agency. Creation of a separate trade department would
isolate trade from programs in Commerce that can have a major
positive bearing on American industry's trade competitiveness.
Placement of countervailing duty (CVD) and antidumping
functions in STR ~-- whether inside or outside the Executive
Office of the President -- creates several problems. The
management load involved with these programs is immense and
will grow. Placing this responsibility with STR is likely to
divert its attention from the policy coordinator and neutral
bruker roles that most outside constituencies have urged us
to protect. Adding to STR the sizable staff necessary to
carry out this one responsibility will unbalance STR and risk
the effectiveness of the lean and efficient STR operation we
have today. In addition, combining lead negotiating responsi-
bility with enforcement could create the appearance that CVD
ard antidumping cases would be matters for negctiation racher
than enforcement. Finally, a trade agency outside the Executive
Office -- with or without CVD and antidumping responsibility --
probably would not have sufficient clout to act as an authorita-

tive policy coordinator vis-a-vis the involved departments and

agencias.



OVERVIEW OF THE PRESIDENT'S REORGANIZATION PLAN

The reorganization plan now before the Congress has
two basic facets.

First, it enhances STR, to be renamed the United States
Trade Representative, by centralizing in it U.S. foreign
trade policy development, coordination, and negotiation
functions. The mandate of thes Trade Representative and
the interagency Trade Policy Committee that advises him
will be broadened to include a wide range of new and
existing trade policy coordination functions.

Secondly, it makes the Department of Commerce the focus
of operational respongibilities for non-agricultural trads,
adding to its existing export promotion duties those of
commercial representation abroad, antidumping and counter-
vailing duty cases, the non-agricultural aspects of MTN
implementation, national security investigaticns, and
embargoes. Complementary action by Commerce to strengthen
its industry and service sectoral analysis capabilities
will further enhance that agency's contribution to our

+rade expansion efforts.

UNITED STATES TRADE REPRESENTATIVE: POLICY DEVELOPMENT AND
COORDINATION

The Trade Representative, with the advice of the Trade

Policy Committee, will be responsible for developing and
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coordinating United States international trade policy, including
commodity matters and,insofar as they are related to inter-
aational trade policy, direct investment matters. Under the
President's plan, the aathority of “he Trade Representative

and the Trade Policy Committee (TPC) will be substantially
broadened to include consideration of the following areas:

International agreements. The Trade Representative wiii

provide policy guidance on U.S. implementation of the MTN
agreements, as well as U.S. participation in the General
Agreement on Tariffs and Trade (GATT). He also will provide
policy guidance on U.S. positions on trade and commodity
matters coming before the United Naticns Conference on Trade
and Develcpment (UNCTAD) and the Organization for Economic
Cooperation and Development (OECD), and generally with regard
to asserting and protecting the rights of the United States
under bilateral and multilateral international trade and

commodity agreements.

Import remedies. The Trade Representative will exercise

policy oversight of the application of import remedies,
review long-t:rm trends in import remedy cases, and recommend
appropriate leq iative changes. Rather than centering on
case-by-case factfinding and determinations, the Trade
Representative’s coordination of antidumping and countervail-
ing duty matters will be directed toward establishing new

precedents, negotiating®ssurances, and coordinating with

other trade concerns.



East-West trade policy. The Trade Representative will

coordinate overall East-West trade policy. The functions
of the East-West Foreign Trade Board will be transferred to
the Trade Policy Committee, and the Board will be abolished.
International direct investment policy. To the extent
that they relate to international trade, the Trade Represen-
tative -ill have the lead responsibility for international
direct investment policy issues. These will include matters
relating to direct investment by Americans abroad, operations
of multinational enterprises, multilateral agreements on
international direct investment, and direct foreign investaent

in the United States.

International commodity policy. The Trade Representative

will coordinate U.S. Governaent commodity policies in the
international arena. These responsibilities now reside with
the Department of State, which shares them on agricultural

commodities with the Department of Agriculture,

Enerqgy trade. While the Departments of Energy and
State will continue to share responsibility for international

energy issues, trade-related energy matters will be coordinated



by the Trade Representative. To facilitate this coordination,

the Department of Energy will become a menber of the Trade
Policy Comnmittee.

Export expansion policy. To ensure that our export

expansion efforts, including the reduction of disincentives

to export, are pursued vigorously and coordinated Government~
wide, the Trade Representative will have policy oversight

of U.S. export expansion activities. The Trade Representative
will become the Vice Chair and a voting member of the Board

of the Overseas Private Investment Corporation, and a
non-voting Director of the Board of the Export-Import Bank

of the United States.

TRADE NEGOTIATIONS

In addition to the “veas of policy respunsibility that
I have just outlined, the Trade Representative, acting with
the advice of the Trade Policy Committee, will have the lead
U.S. Government responsibility for trade negotiations. 1In
fact, his authority in this area will be substantially
broadened to include both bila:eral and multilateral trade
(including East-West trade), commodity, and direct invest-
ment negotiations.

The Trade Representative will represent the tnited

States in the GATT, the principal international forum for

§7-408 O -~ 80 - 3
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implementing and interpreting the MTN agreements. To handle
GATT committee and working group meetings, which occur

almost continuously, the Trade Representative will maintain

a smali permanent staff in Geneva. Any overseas activities

of USTR personnel will be fully coordinated with other elements

of our diplomatic missions.

Tn addition to his role in GATT affairs, the Trade
Representative will take the lead on trade and commodity
issues before OECD and UNCTAD when they are the primary
issues under negotiation. Because of their important
roles in these areas, the Trade Representative will work
closely with both the Department of State and the Inter-
naticnal Development Cooperation Agency on any trade and
~¢ modity matters that come before UNCTAC and the OECD.

Although tlLe Trade Representa':ive will be charged with
the overall management of trade necotiations, he will draw
heavily on other U.S. Government agencias with relevant
expertise and will delegate his responsibility
to such agencies in many instances. Operational aspects
of the negotiations will be coordinated through a Trade

Negotiating Committee, which the Trade Represeatative will
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chair and which will include representatives of the Departments
of Commerce, State, Treasury, Agriculture, and Labor.

The Trade Representative will be concerned not only with
ongoing trade negotiations and the coordination of trade
policies to deal with specific issues, but also wich the
development of U.S. trade strategies and policies for the
longer term.. He will seek to crystallize policy issues and
will concentrate the attention of Government agencies on those
issues likely to have a major effect on the future U.S.
trade posture. He will provide policy guidan~e on the
implementation ¢f the MTN agreements. The Trade Representa-
tive and the TPC will raise policy issues relating the
effects of sconomic, energy, foreign and other policies on
U.S. trade and will seek the most advantageous rramework
for the expansion of U.S. exports and a strengthened

ability to compete against imports.

To assist him in performing this important function,
the Trade Representative will consult with and draw upon
the broad perspectives represented by the membership of
the Trade Policy Committee. The TPC, as I have mentiocned,
will serve as the principal al.isory body to the Trade
Representative. As in the past, the Trade Representative

will request and consider the advice of the TPC membership,



and will seek agreement on specific issues among member
agencies. Undoubtedly,complex policy issues will arise

on which it is impossible to reach a consensus. In such
instances the Trade Representative will be called upon to
exercise his best judgment in resolving the controversy,
subject of course to appeal to the President. This process
worked well in the MTN negotiations, for example, and we

expect it to continue to do so.

The USTR will have adequate resources to carry out his new
responsibilities. I expect that in the next few weeks, the Presi-
dent will ask the Congress for prompt consideration of a supple-
mental funding request for 1980 to enable the USTR to perform at

peak efficiency from the time the plan takes effect.

DEPARTMENT OF COMMERCE: OPERATIONAL FOCUS

The second major facet of the President's reorganization
plan will make the Department of Commerce the operational
focus for the administration of laws and programs affecting
non-agricultural imports and exports. The plan will
transfer to Commerce important new responsibilities for
administration of countervailing and antidumping duty
programs, foreign commercial representation, and MTN
implementation.

In so doing, the President's plan assigns these functions
to an agency with extensive experience in\administering

exist .g trade oparations. The Department's new funqtions
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will join its current responsibilities for export promotion,
export controls, East-West trade, trade adjustment assistance,
trade policy analysis, and monitoringy foreign compliance with
trade agreements. With the addition of the new responsibili-
ties, the variouns trade and trade-related functions of the
Derartment of Commerce will be substantially reorganized and
will be brought together under a new Under Secretary for
International Trade. Related departmental activities in

the areas of sectoral analysis, improvement of industrial
innovation and productivity, and encouragement uf local and
regional economic development will be linked closely to an
aggressive trade program. Fostering the international com-
petitiveness of American industry will become a principal

mission of the Department of Commerce.

Import remedies. The plan transfers to the Department
of Commerce responsibility for administration of the
countervailing duty and antidumping statutes. A new
Assistant Secretary for Trade Administration will administer
these programs.

The administration of countervailing duty and anti-
dumping cases has been criticized for delays and for
lack of coordination with other trade policies. Assigning
these functions to Commerce, which has trade as its primary
mission, will afford them a high priority and enable them

to be nerformed efficiently and effectively. The
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Trade Representative will have the lead role in negotia-
tions in this area, but Commerce will retain the legal
authority to accept assurances on the basis of which invest-

igations may be terminated.

Commercial representation. A recent GAO report on

U.8=Japan trade concluded that "a lack of American export
consciousness® is one cause of the trade imbalance between
the two nations. A 1977 report of the full Government Opera-
tions Committee criticized the friction between Commerce
and State over commercial representation responsibilities
abroad and concluded that until it was alleviated, "export
promotion efforts will continue to be inefficient and in-
effective.”

The President's plan addresses both of these prob-
lems by transferring to the Department of Commerce respon-
sibility for commercial representation abroad. Both
domest .c and overseas export promotion activities will thus
be brought under the umbrella of a single organization,
headed by a new Assistant Secretary for Trade Development
and charged with aggressively expanding U.S. exports.
Communication between commercial officers abroad, who
identify export opportunities, and the domestic field
offices, which bring them to the attention of U.S. firms,
will be enhanced conséiderably. Placing the Foreign
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Commercial Service in ths Department cf Commerce will enable
commercial officers to devote full attention to promoting
U.S. exports and providing direct assistance to U.S. firms
selling abroad.

Creation of a Foreign Commercial Service in the
Department of Commerce will initially involve the transfer
from State to Commerce of all full-time American trade
promotion and commercial positions overseas, as well as

the associated positions held by foreign national employees.
Approximately 162 Americans now occupy these positions and

are stationed in over 60 countries throughout the world.
Over time, the Department of Commerce undoubtedly will
review the deployment of commerical officers in light of
changing trade circumstances and propose extensions or
alterations of coverage of the Poreign Commercial Service,
MTN implementation. One of the most important
functions of the Department of Commerce will be the
responsibility for implementation support of non-agricultural
aspects of the MTN agreements. The President, as he made
clear in his message transmitting this reorganization plan,
is dedicated to the aggressive implementation of the
Multilateral Trade Agreements and to ensuring that the
United States seizes its opportunities and enforces its
obligations. The Department of Commerce will assign a

high priority to this task and will make it a principal



assignment of a new Assistant Secretary for International
Economic Policy.

The Assistant Secretary and his staff will pursue
these new obligations through the implementation of a
variety of programs. They will --

o monitor agreements and target problems for

consultation and negotiation;

o operate a Trade Information and Complaint Center

where the private sector can request trade informa-
tion and receive advice as to the recourse and

remedies available;

o aid in the settiement of disputes and staff
formal complaint cases;

© identify problem areas for consideration by
the Tradc representative and the TPC;

o conduct educational and promotional programs
on the provisions of the agreements and the
processes for dealing with problems that arise:

o provide American business with basic information
on foreign trade laws, regulations, and procedures;

o consult with private sector advisory committees;
and

0 provide general analytical support.

The Commerce personnel who provided STR with detailed

analytical support through the MTN negotiations will form

the core of the unit that will handle these new responsibilities.
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Relying on this experienced group will ensure that the
Governnent's institutional memory and erxpertise on MTN
issues will be utilized fully in implementing the programs
that convey the opportunities and challenges of MTN to
the U.S8. business community.

Finally, to help ensure that export financing

policy ies consistent with export promotion policy (and

trade policy generally), the Secretary of Commerce
will be made a non-voting Director of the Export-lmport Bank,
our principal export financing agency.

Each of these new responsibilities is an important one
and, with them, the Department of Commerce will play a
principal role in trade policy development. They would
nevertheless be incomplete without a simultaneous improvement
in our understanding of the problems and prospects of U.S.
industry, especially in relation to the growing strength of
our competitiorn abroad. The Department of Commerce is
planning a number of internal organizational changes,
including an upgrading of its ability to analyze the
industrial and service sectors, that should enable it not
only to improve its analysis of problens in these sectors,
but also to lend important support to the performance of

its new trade responsibilities.



CONCLUSION

The reorganization plan that the President has
proposed can only partly address our country's foreign
trade problems. Since our organizational structure is
not the primary cause of these problems, restructuring
our trade organization will not alone reduce our trade
deficit or improve the competitive position of American

industry.

I believe, however, that the plan is an important first
step, and that its contribution will be significant. It
will provide us with unified policy direction; improve the
application of our trade laws; focus attentina on major
problem areas; enable the United States to negotiate with
foreign governments from a position ¢° ‘' _rength; and provide
a strcng institutional base for the new trude order created
by the MTN agreements.

Mr. Chairman. a major strength of this proposal is the
clnse cooperation between the Congress and the Executive
branch that has accompanied its development. We look for-
ward tc¢ continuing to work closely with you and your

éolleaquea as we move toward its implementatior.



Mr. McINTYRE. Mr. Chairman, let me start off by saying that this is
not a perfect plan, but it is a plan that has been derive({;nrgm extensive
consultations with Members of the House and the Senate and the vari-
ous executive branch agencies and departments that would be affected
by it as well as by those interests—Dbusiness, industry, and labor—that
have a stake in the way our trade functions operate in this country.

It does represent a significant step forward in strengthening our in-
ternational trade posture. The constructive suggestions of such Mem-
bers of the House as Chairman Brooks, Congressmen Gillis Long,
Charles Vanik, Jim Jones, and Bill Frenzel played a large part in
shaping the reorganization plan that you are considering today.

Many recent events, some of which have been cited by Mr. Horton,
have focused much attention on the vitality of our international trade
position and on the way our trade machinery is organized.

New challenges, such as MTN—multilateral trade negotiations—
implementation and trade with State economies, will further test our
(Government organization.

The primary goal of this reorganization is to improve the Govern-
ment’s capacity to strengthen the export performance and import
competitiveness of 17.S. industry, taking into account the interests of
all elements of our economy.

We have chosen to place policy coordination and negotiation,
those aspucts of the trade function that most require comprehensive-
ness, clout, and Government-wide perspective, in the Executive Office
of the President. We have decided to locate operational and implemen-
tational responsibilities, which are staff intensive, in line departments
that have requisite resources as well ag knowledge of and ties to major
industrial, agricultural, and service sectors of our economy. In doing
<0, we have chosen deliberately to build on the strengths of existing
institutions rather than create a separate, new trade bureaucracy.

The administration reorganization proposal was shaped by the fol-
lowing considerations:

First, our trade structure must take into account the intimate rela-
tionship between our trade position and a multitude of domestic poli-
cies that affect industry competitiveness.

Second, nrganizational arrangements must reflect that trade is a
legitimate concern of agencies that have primary responsibility for
other, sometimes competing, national policies and objectives. Our goal
is not to eliminate these differing perspectives but to provide 2 means
of shaping them in a timely and definitive manner into a coherent and
balanced national trade policy.

Third, these legitimate, multiple interests require a neutral broker
located in the Executive Office of the President.

Finally, we believe that operational functions are best handled out-
side of the Executive Office by those departments that have the nec-
essary technical resources and that deal on a day-to-day basis with
the relevant sectors of our economy.

The reorganization plan now before the Congress has two basic
facets: First. it enhances the Special Trade Representative, to be re-
named the U.S. Trade Representative, by centralizing in it U.S.
foreign trade policy development, coordination. and negotiation func-
tions. The mandate of the Trade Reoresentative and the intcragency
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Trade Policy Committee that advises him will be broadened to include
a wide range of new and existing trade policy coordination functions.
Second, it makes the Department. of Commerce the focus of opern-
tional responsibilities for nonagricultural trade. adding to its existin
export promotion duties those of commercial representation abroad,
antidumping and countervailing cases, the nonagricultural aspects of
MTN implementation, national secur.ty investigations, and embargoes.

Complementary action by Commerce *o strengthen its industry and
service sectoral analysis capabilities will further enhance that agency’s
contribution to our trade expansion efforts.

There is one new clement that T would like to mention specifically
with respect to the Trade Representative. The Trade Representative
will become the Vice Chair and a voting member of the Board of the
Overseas Private Investment Corporation and a nonvoting director
on the Board of the Export-Import Bank of the United States. The
other functions and responsibilities are fully outlined in my testi-
mony. Mr. Chairman.

Although the Trade Representative will be charged with the over-
all management of trade negotiations. we would expect him to draw
heavily on other U.S. Government agencies with relevant expertise
and. in some instances, delegate his responsibilities to such agencies.

There is one element of the reorganization as it affects the Depart-
ment of Commerce that T also would like to highlight. Mr. Chairman.
the others are explained fully in my prepared statement.

I would like to talk for a moment about commercial representation.
A recent GAO report on United States-Japan trade concluded that,
“a lack of American export consciousness” is one cause of the trade
imbalance between the two nations. A 1977 report of the full Govern-
ment Operations Committee criticized the friction bet ween Commerce
and State over commercial representation responsibilities abroad and
concluded that until it was alleviated “export promotion efforts will
continue to be inefficient and ineffective.”

The President’s plan addresses both of these problems by transfer-
ring to the Department of Commerce responsibility for commercial
representation abroad. Both domestic and overseas export promotion
activities will thus be brought under the unmbrella oF a single orga-
nization.

In conclusion, Mr. Chairman., T believe that this plan is an important
first step and that its contribution will be significant. Tt will provide
us with unified policy direction, improve application of our trade laws.
focus attention on major problem areas, enable the United States to
negotiatc with foreign governments from a position of strength, and
provide a strong institutional base for the new trade order created by
the MTN agreement.

Mr. Chairman, that concludes my remarks. T will be glad to answer
the subcommittee’s questions.

Mr. Brooks. Thank you very 1auch, Mr. McIntyre.

T have a few questions for you.

Under the plan, the policy and implementation functions for the
most part are divided between the Office of the Trade Representative
and the Department of Commerce. How do you answer the objection to
splitting the responsibility for setting policy from the responsibility
for implementing that policy when set ?
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Mr. McINTYRE. Mr. Chairmsen, in the area of trade, there are man
departments and agencies that have and will continue to have a legiti-
mate interest in trade matters. For example, the State Department is
interested in the international affairs aspects of trade; Labor is inter-
ested in trade matters because it administers part of the trade ad-
justment assistance program; Agriculture because of the many pro-
grams in the agricultural area that are related to trade.

We do not think it is possible for one department or agency to deal
successfully with these broad interests in terms of both implementing
and establishing the policy. We also do not think that one department
could successfuﬁv coordinate all of these intervsts. Only in the Execu-
tive Office of the President, in our judgment, can it all be put together.

On the other hand, we do not want to bog the Executive Office units
down with a large number of operational responsibilities and the large
number of personnel that would be required to carry out those opera-
tional responsibilities,

We found that this process worked quite well in developing the
MTN agreement, and we think it is workable in the way we have laid
it out.

One final point : We think there has to be a neutral broker, and that
neutral broker would be the U.S. Trade Representative in the Execu-
tive Office of the President who could deal grom a neutral position in
trying to balance the various interests of departments and agencies and
come to a coherent trade policy.

Mr. Brooks. Since the U.S. Ambassador in any country has the re-
sponsibility for setting the limits on U.S. Government personnel on
duty in that country, will the Ambassador be the authority who deter-
riines the size of permanent commercial missions overseas?

Mr. McInTYre. Mr. Chairman, while the views of the Ainbassador
are given great weight, my understanding is that under the current
process the Ambassador does not have final or determinative say-so
on those issues.

We have a system called the MODE system—monitoring overseas
direct employment—which is led by the State Department but gives
othcr agencies a say-so in decisions about overseas personnel.

Mr. Briooks. Could you give us an example of how this reorganiza-
tion plan will increase trade exports?

Mr. McINnTYRE. The primary ways that this plan would increase ex-
ports, in my judgment. are, one, by providing a forum for establish-
ing trade policy through the Special Trade Representative; and, two,
by establishing an aggressive effort to take advantage of the opportu-
nitiesafforded U.S. industry under the MTN agreements.

Specifically, the linkage of the commercial attachés to the Commerce
domestic field structure will provide us with a direct line from Amer-
ican businesses to foreign export markets.

A specific example might be this. et ussay a U.S. exporter of soft-
wood is lookinE for an overseas market for his product in the European
community. This firm could go to the Commerce field office in its area ;
the field officer would then contact Washington for specific informa-
tion on softwood or plywood exports—for example, tariffs, markets,
standards, and other types of information. Once this specific informa-
tion is zathered by the field officer. then inquiries are sent to the com-
nlwrcinl attachés in the European community to search for a potential
client.
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I think it is in this process, where we have this direct line from the
domestic field officers to the foreign officers, that we wonld enhance our
ability to increase exports.

Mr. Brooks. In section 5(b) (1) of the plan it says, “transfers to the
Secretary of Commerce all trade promotion and commercial functions
of the Secretary of State which are performed in full-time overseas
trade promotion and commercial positions or performed in such
countries as the President may from time to time prescribe.”

How does the administration intend to carry out this process under
what appes s to be an open-ended provision

Mr. McINTYRE. Do you mean the process of moving commercial
officers ?

Mr. Brooks. The trade promotion and commercial functions, yes.

Mr. McInTtyre. I think that is a decision we have to make down the
~oad as conditions and circumstances change.

The Commerce Department may wish to propose movement—either
adding some countries or increasing vepresentation in countries. But
the President, himself, would make those final decisions,

Mr. Brooks, All right.

Has a determination been made as to the personnel levels for the
Office of U.S. Trade Representative?

Mr. McINTYKRE. No, it has not.

This is an issue that we are looking at in the OMB budget review
process which we are currently engaged in.

Mr. Brooks. They have 59 people now: and we have some consider-
able added authority and responsibility reorganization which will
be given to them in this. Do you have any ballpark figures on that,
or numbers of personnel even ?

Mr. McInxryre. Mr. Chairman, T do not have a specific figure I
could give you. I would hesitate even to give you a range. I can tell
you that. one, there are some new responsibilities, and two, we will
have to provide additional personnel to the Trade Representative for
him to carry out those responsibilities. but the exact number will be
derived through the OMB budgetary process.

We would envision making that decision in the next few weeks and
sending a supplemental request up for the Congress to consider.

Mr. Hortox. Mr. Chairman. would vou vield? T have a question on
that subject.

Mr. Brooks, Certainly.

Mr. Hortox. What is the ballpark figure?! What are we talking
~ about? Are we talking about 10 more, or 100 more ?

Mr. McInTyre. T think somewhere in between those two numbers.

Mr. Brooks. [Tnder 140 or 1501¢

Mr. McINTYRE. I would think so.

Mr. Horron. My concern is that, with the added responsibilities,
you ought to have enough personnel to do the job.

Mr. McINTYre. T would agree with that.

Mr. Horrox, T am not being niggardly about it; T do not want to
cut vou back. T think you ought to have sufficient personnel to do the
job because I think trade is a very important responsibility. T am not
advocating that you cut back: T am advocating that you take a real-
istic Yook at it and provide STR with sufficient personnel to do the job
that has fo he done,



4R

Mr. McINTYRE. Mr. Horton, that is exactly what we intend to do.
That is why T hesitate to give you a number today. What we have to
do is sit mny budget examiners down and go over the needs of the
Special Trade Representative.

We will make a “passback” to the Special Trade Representative. If
he disagrees, then he and T will sit down and personally go over his re-
quirements. If we cannot agree, then the President will decide what
will ba recommended to the Congress.

But T can assure you that T do not want them to be either too fat or
too lean. T do want them to have adequate resources to carry out their
new responsibilities, but T do not want them to have more personnel
than they need.

Mr. Brooks. Mr. McIntyre, can vou give us the budget request for
the Office, as expanded under the plan? How long will it take you to
make that determination ?

Mr. McINTtyre. Mr, Chairman, T do not usually appear before this
subcommittee on budgetary matters. It has been my practice in the
past to maintain the confidentiality of the individual agency’s reqvest.
T do not in any way intend to be evasive sbout that, but I think those
requests sometimes change.

I would respectfully request that we go through the normal process
of deciding those requireme:nts for the STR ; we make our recommen-
dations; and. as you know, the Clongress will have the final say as to
the funding level of this agency.

Mr. Brooks. I understand all that. T am just telling you that I think
you ought to have some idea of how many people you are going to use
and roughly what that budget is going to be if I am going to answer
that question on the floor to 435 people. They are going to say, “What
are you going to spend, and how many people are you going to havet”
If I say, “I don’t know; we are working on it,” they are going to say T
ought to be bored for the hollow horn.

So, if we are going to promote this thing and get this through, we
ought to have some idea of how many people you are going to use. I
do not care if it is 59 or 8 million, but whatever the number is, I want
an idea. I am not holding you to it, but T want a rough idea to tell
them. The same is true on the money.

Reuben Askew vho is going to be the head of it does not know; he
just got here. You have new authorities in there, so it is going to be
difficult to ascertain. We understand that you are not going to know
exactly, and it might fluctuate. But T want a ballpark figure, as Mr.
Horton savs. We have to have some number to give to them.

Mr. McINTYRE. T was just going to suggest to you that by the time
you have to go to the floor, I think we will be far enough along to give
you some ballpark figures.

tMt‘}'n Brooxs. We will put it this way; we will go to the floor after we
get them.

Mr. McINTYRE. Yes, sir.

[Additional information follows:)

We expect to tranamit a supplemental fiscal year 1960 appropriation request for
the Office of the Special Trade Representative within a few days.

The request will seek an STR personnel level for fiscal year 1880 of between

100 and 116, at an additional cost of slightly more than the $4 million already
approved for fiscal year 1060, )
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Mr. Brooxs. We appreciate that

Mr. Horton ¢

Mr. Horron. Thank you, Mr. Chairman.

Jim, T would like to know what official functions are being trans-
ferred to the new STR. The message for the plan lists quite a few new
“policy,” “coordination,” and “negotiating” responsibilities; yet, in
section 5 of the proposal on transfer of functions, what are listed are
those transferred to the Commerce Department.

In other words, it is very clear what legal functions are going to be
transferred to Commerce; but what about those that are being trans-
fer:ed to the new STR?

Mr. McInTyre. The primary responsibilities for policy coordina-
tion, policy development, and negotiation will be handled by the Trade
Representative in his role as staff to the President. So, there are no
specific statutory functions that we have to transfer other than those
that already exist under the MTN and related authorizing legislation
for the STR plus the President’s authority to assign those functions
to the STR under Executive order.

In addition to that, section 301 of the Trade Act of 1974 will be the
principal statutory means for carrying out many of the responsibil-
ities, such as for making complaints of violations of the MTN agree-
ments. Title IX of the new Trade Agreements Act amended section
301 to place the Trade Representative in charge of this process.

So, our judgment is that there is no need to transfer any additional
statutory functions to STR under this plan.

Mr. Horron. Thank you.

Who is going to be doing the international commodity negotiations—
the new Trade Representative, the State Department, or both{ The
plan gives the Trade Representative the responsibility, but yet the
functions are not switched. Then your plan says. “nothing in this reor-
genization plen is intended to d};mgatc from the responsibilities of
the Secretary of State.”

Mr. McINTYRE. The intent is that the Trade Representative shall be
responsible for trade negotiations, including commodities. Of course,
the State Department would be on the Trade Negotiation Committee.
We would envision the Trade Representative cloeely coordinating
these negotiations with the Department of State and relying upon
their special expertise in conducting these negotiations.

In some cases, the Trade Representative would perhaps delegate
some authority to the State Department, but I would envision that in
practically all cases there woul«f be some joint or team effort.

Mr. Horrox, What you are saying, in essence, is that the Trade Rep-
resentative will have the responsibility for it, but it will be coordinated
with the State Department. In other words, the ultimate decision, if
need be, would be made by the Trade Representative as the arm of the
President. ‘

Mr. McINTYRE. That is correct.

Mr. Horron. Who will be doing the energy trade negotiations—
STR, the State Department, or the Ener partment

Mr. McINTYRE. It would work primarily the same way.

The Secretary of Enem just as the Seeretary of State under the
former question, would st1 1 maintain his responsibility for advising
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the President on international affairs and implications of the nego-
tiations; so would the Secretary of Energy with respect to the im-
plications of any energy negotiations. . :

Mr. Horrox. I wonder what would be the exact relationship between
the Trade Representative and the Trade Coordinating Committee?
It is a little unclear who will have the final authority on trade policy.

Mr. McINTYRE. The Trade Policy Committee

Mr. Horron. Yes.

Mr. McInTYre. The Trade Policy Committee. which is composed
T think, of all of the Cabinet departments, plus some other members,
would be advisory in nature. would be a forum in which the Trade
Representative would try to hammer out differences on policy issue.
But the final say-so on trade policy would be vested in the Trade
Representative.

Obviously, a Cabinet Secretary. if that individual had serious dis-
agreements with the policy. would maintain his or her right to appeal
a decision to the President.

Mr. Horrox. Do you have any plans to move either the Maritime
Administration or the National Oceanic and Atmospheric Adminis-
tration out of the Department of Commerce to make that a more
streamlined Department ¢

Mr. McIxTYrE. There are no plans to move cither of those agencies
at this time.

Mr. Horrox. Mr. Chairman. T have some other questions, but for
the sake of cutting back on time. I would like to submit them to the
Director.

If T submit them to you, Jim, I would like to ask that they be
answered in writing so we can put them in the record.

Mr. McINTYRE. Yes, sir. We would be glad to do that.

Mr. Brooks. Without objection, they will appear in the record at
this point.

[The material follows:]

$7-408 O - 80 ~ ¥
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Why 4id you reject proposals that placed all trade
!u:cuom including both policy and implementation
in one agency such &as a separate Department of Trade
or a revitaliszed Department of Trade and Commerce?

Trade is a legitimata concern of several U.S. Gov~
ernment agencies: Trade is a natural component of

the U.5.'s foreign relations with countries and as
such, the State Department will maintain interest

anéd involvement in trade; trade and international
sonetary matters are intimately linked and, hence,
continued Treasury Deparcment 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.8. trade effort. Our goal is not to eliminate
these differing perspectives, but to provide a means of
extracting from them, in a timely and definite manner,
a coherent and balanced national trade policy.

Accordingly, the U.S. government mechaniim 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 BExecu~
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
Conmittes -~ a forum in which all the interests are

represented -- and continuing and enhancing 8TR as
the neutral broker.

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

If there are not going to be any more major NTW
negotiating rounds, why 40 we really need the STR
office? Wasn't the STR really created just for

- these major trade negotiations?

Because many agencies have a legitimate interest
in trade matters, we see a strong need for an
Executive Office presence that can resolve policy

differences (subject, of 'course, to the final word
of the President). '

Also, there will be continuing major trade negotiations
of the type requiring the attention of STR.
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According to your fact sheet, U.S. commercial attaches
in our msjor trading partner countries will be trans-
ferred to the new Department of Trade and Commerce?
What do you mean by nior trading partners? HNow

many countries does this include?

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

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

Why didn't you eimply switch all commerzial attaches
to the nevw department? .

We are lwitchiné all full-time commercial officex
positions. .

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? '

Establishing a strengtkened 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: Pirst, 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.

‘;;cause of concern that the name "Department of
Trade and Commerce” might be confusing or
redundant, we have decided to retain the name
Department of Commerce.
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QUESTION: .Who will have the final authority on agriculture
exports? Will it be the new BSTR office, the Trade
Policy Committee Or the Agriculture Department?

ANSWER: Most agricultural trade functions, such as the
promotion of U.8. agricultural exports by the
Poreign Acricultural Service and the activities
of U.8. agricultural attaches, will remain under
the authority of the Secretary of Agriculture.
Also, the Department of Agriculture, in 1light 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 under
U.S. statutes (e.g., section 301), from
international 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 Negotiating
Committee. °

QUESTION: How 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
negctiations?

ANSWER: Yes. The reorganization will improve coordination
of trade policy, thus providing an opprortunity 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 an le will be
added to ‘.ho new Dopartnz.nt? ¥ peop

ANSWER: 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) s

-~ 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?

lE

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

QUESTION: Will you have to increase the staff for thc Trade
: Policy Committee and, if 80, how large an increase
to anticipate? Would they be part ol the STR -tutg?

ANSHER:] We anticipate a moderate increase in ihe 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 Arns Control Agency nov has with the State
Department? You could still have an STR Ambassador,
a separate STR, yet everything would essentially be
under one umbrellas.

&
:

We 4iad consider transferring STR to the Department
of Commerce but decided against it because even a
*broken line" relationship might identify STR too
closely in some eyes with the industrial side of
our trade community. This would be a severe detri-
ment indeed, since STR would not be able to retain

its "honest broker" role and its Executive Office
status.
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What would be the relationship of the State Depart-
ment's Office of the Under 3ecretary for Economic
Affairs and its Bureau of Economic and Businass
Affairs which are both heavily involved with trade
matters with your nev offices?

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

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

The Treasury Department, as 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 Trade 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, farmers, 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.

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

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

mental units which participate in the formulation and

implementation of U.8. trade policy. The charts pro-

vide information regarding units the primary mission

of which is ttade.policy formulation and41nplomcntatton=
_Given the complexity of international economic and trade

relations in a modern world, many other governmental

units ars called upon to provide technical advice or

expertise on specific issues. However, the primary

mission of thuse un.ts 12 not trade policy formulation

and implementation and therefore such units have not been

includ~q.
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Mr. Brooks, The gentleman from Florida. Mr. Fascell. is recognized.

Mr. Fascern. Thank you, Mr. Chairman.

Mr. McIntyre, can you separate the trade negotintions and foreign
affairs, as envisioned by this plan ¢

Mr. McInTyre. T do not think yvou can completely separate inter-
national affairs activities, Mr. Fascell, from the trade policy or negotia-
tion responsibilities that we are discussing in this plan. What we have
tried to do to insure that there is better coordination is to include the.
Department of State on both the Trade Policy Committee and the
Trade Negotiating Committee, clearly putting the Trade Representa-
tive in a position of accountability for trade poliey and }m' trade
negotiation.

State remains, and the Secretary of State is. the principal adviser
to the President on foreign policy.

Mr. FascerL, What you are saying is the obvious, that any conflict
would have to be resolved by the President.

Mr. McIntyre. If it could not be resolved between the Secretary of
State and the Trade Representative.

Mr. Fascern. Tf it cannot he resolved any other way.

Mr. McINTYRE. That is correct.

Myr. Fascern, Which means from a day-to-day standpoint. the work-
ing relationship between the Special Representative and the State
Department will have tobe extremely close.

Mr. McIntyre. T think it would have to be close with a number of
the departments, but certainly the Secretary of State and the Trade
Representative will have to work very closely together, as they did
during the MTN negotiations.

Mr. Fascenn, What T meant was that they would have to be more
than simply arriving at separate policy decisions at top levels and then
try to get them resolved. Tt would have to be staff-level. day-to-day
working relationships. or it would be meaningless,

Mr. McINTyre. That is correct.

Mr. Fascernn, All you have to do is just think about East-Trade or
OPEC. tryving to give the Special Trade Representative a free hand
to deal with the trade policy, and at the same time not take into con-
sideration the present foreign policy problems the United States has.
You see what an almost impossible situation the Special Trade
Representative would have ?

Mr. McINTYRE. Yes; I think they are going to have to work very
closely together. But that is not unusual: that happens throughout
the Government.

Mr. Fascein. I understand that. T just want to be sure what the lines
of responsibility are for the Special Trade Representative when there
is a special foreign policy consideration directly in.pinging on a policy
decision he is about to make and how that is arrived at in a day-to-day
working relationship, not some esoteric principle like, “the President
will resolve the problem;” that does not mean a thing to me. .

Mr. McINTYRE. Many problems are resolved on a day-to-day basis
at the staff level or at the Secretary level and never go to the Presi-
dent for resolution.

Mr. FasceLr. They just go to OMB?
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Mr. McINTYRE. No; only budgetary issues and major policies that
this subcommittee is sometimes interested in.

Mr. FasceLL. The other matter that has been raised time and time
again has been the fragmentation of the State Department, what with
the decision for agricultural attachés in the Department of Agricul-
ture and now commercial attachés over in the Department of Com-
merce. How does OMB see that, other than what you have already
recommended in this plan?

Mr. McINTYRe. T am sorry. T did not catch the first part of your
question.

Mr. Fascern. The question was. “When have you stopped beating
vour wife?” [Laughter.]

Mr. McINTYRE. The answer is, “We never started.”

Our analysis of the function of the commercial attachés made it
clear to us that this function was not essential to the State Depart-
ment’s overall mission in the foreign affairs field, and particularly in
the Secretary of State’s personal responsibilities to the President in
terms of advising him on foreign policy issues.

It was our judgment that the commercial attachés could function
better if they were in a direct line with the department that had
responsibility for coordination of domestic trade policies and also
could provide that link to the foreign markets.

The commercial attachés would still work under the general super-
vision of the ambassadors in these countries.

Mr. Fascern. The President’s country team directive, which was
cleared by you. is still in effect, and the reorganization plan does not
change that.

Mr. McInTYRre. That is correct.

Mr. FasceLL. But my question is more basic than that. T would hope
that we would not change the country team concept.

Mr. McI~nTYRE. No, sir.

Mr. Fascenn. The question is: What about economic reporting?
What about the respective duties of the economic counselors-—the
economic section of the embassy—and what the commercial attaché
is goinig to do and whom he is going to do it for?

Mr. McINTYRE. Again, that cconomic reporting function remains
in the State Department. T think the commercial attachés will have to
work very closely with the people in the embassies who provide the
cconomic reporting functions, just as the agricultural attachés do.

Mr. Fascerr. Let me ask you this. Does that commercial attaché
have one boss, two bosses, or three bosses?

Mr. McINTYRE. The commercial attaché is responsible to the Sec-
retary of Commerce.

Mr. FascerLr. And he is responsible to the ambassador.

Mr. McINTYRE. T am getting to that. That is the primary line of
authority. Since that attaché works in the embassy or mission, that
attaché would be subject to the overall jurisdiction of the ambas-
sador, just as the agricultural attachés are and just as other per-
sonnel who represent other departments of this Government in foreign
countries are.

Mr. Fagcer . Tf the Special Trade Representative has an export pro-
motion policy lead responsibility. according to the plan, the imple-
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mentation of that, however, is the direct responsibility of the Depart-
ment, Is that correct?

Mr. McINTYRE. That is correct.

Mr. FasceLr. And overseas, that would be the responsibility of the
commercial attaché. Ts that the theory ?

Mr. McINTYRE. Yes.

Mr, Fascerr. What other agencies wonld have the responsibility of
carrying out the Special Trade Representative’s policy decision on
export. promotion or tradef

Mr. McInTyrE. First of all, T think we have to make it clear that we
are not talking about unilateral decisions. We are a part of a big gov-
ernment, and there are many responsibilities that affect our trade
policy and trade negotiations that have to be carried out by cther
agencies. In the financial area. Eximbank’s leading policies have an
impact on trade ; the same is true in agriculture,

Mr. Fascrrr. I understand that, but T think vou misjudge which
direction I am driving at.

In the Eximbank. the Special Trade Representative is going to be a
nonvoting member. He could get that information by telephone or by
sending sonieone over to pick up the material; he does not have to sit to
be educated with a nonvoting membership. Sitting on the OPIC—
Overseas Private Investment Corporation—Board, which has a direct
trade policy investment. he is going to sit there as vice chairman and a
voting member.

A1l T am concerned about is this. You are giving this Trade Repre-
sentative all of this respongibility. as laid down in this plan, and le is
running up against a bulwark of people in other agencies, which is
standard. but he has additional and new responsibhilities.

Mr. McINTYRE. Yes. and we are going to give him additional per-
sonnel to help him carry out those responsibilities.

Mr. Fascrrr. T believe you. but T just want to be sure that the authori-
ties outlined in the plan are clear and sufficient.

For example, he is going to lav out the policy on enforcement of
antidumping and countervailing, but the Department of Commerce is
going to decide whether or not they will actually enforce it. What good
isthe policy ¢

Mr. McINTYRE. I think the poliey is very good because, if the Depart-
ment does not follow the policv. then the Trade Representative, being
in the Executive Office of the President. can insure that there is some-
thing done about that issue.

Mr. Fascert. OK. The foreign policy aspects of that particular
problem have to be fed in at some point in the policy decision being
made by the Special Trade Representative. At some point. the foreign
policy impact of that decision has to he made.

Once that is done, what is there left for the Department of Com-
merce to decide. as to whether they are actually going to carry out the
enforcement

Mr. McINTYRE. First of all, the example that you are using--counter-
vailing and antidumping—is a uniaue, special type case. They involve
the adjudicatory responsibilities that the Department will have to
carry out.

T think there will be plentv of room for the Department to exercise
their responsibilities and some discretion within overall trade policies.
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They will be dealing with individual cases and will have to follow up
on complaints, investigate those complaints, and make decisions with-
in the overall policies that have been established by the Trade Repre-
sentative. Obviously. the Congress also has established those policies
through legislation.

Mr. FasceLt. Let us pursue one other aspect of this matter, and then
I will be through. Mr. Chairman.

T just want to get into the investment responsibility of the Special
Trade Representative. He has the policy responsibility, and you put
him, as T understand it, on the OPIC Board as a voting member. Is
that the extent of overseas investment responsibility that is envisioned
by this plan?

The Department of Commerce has some responsibility, and T am
talking about the whole concept of export and investment.

Mr. McInTtyre. After consulting a great deal with Members of the
Congress, it was our conclusion that to have an effective trade poliey,
the Trade Representative had to have some link to those agencies that
have investment responsibility.

We would expect the Trade Répresentative to play a role in the
development and coordination of U.S. policy on direct investments.
He would do this through the representation on those hoards you
mentioned.

I do not think we can expeet the Trade Representative to do the
job that those boards were created to do, but 1 think the Trade Repre-
sentative’s advice, his knowledge of what is going on in other areas
that have an impact on investment and financial matters, and his
ability to bring information to the members of these boards will help
coordinate these policies better and will provide the communications
an# the linkage that I think are necessary to have a coordinated
policy.

Mr. Fascerr. How do you. or OMB, see OPIC at this point in terms
of overseas investments? What is its principal function?

Mr. McInTyre. You ask how OMB sees it. Let me give you a little
background on that, and then T will tell you how we see it.

There is a divergence of opinion as to whether OPIC is a develop-
ment agency or an investment agency. We tried to deal with this issue
in the IDCA—International Development Clooperation A gency—reor-
ganization. Our jnudgment was, based in part on the strong feelings of
Members of the House, that we should leave OPIC in TDCA as basi-
callv a development agency.

Obviously, OPIC does have a trade focus. too. We, therefore, de-
cided that, in order to provide that linkage, the Trade Representative
should be placed on the OPIC bhoard.

Mr. FascerL. T do not have any obiection to that.

Mr. McIxTyre. Good.

Mr. Fascent. T am alad you finally got around to talking to me
about it.

Mr. McInTYRe. Mr. Fascell. T thought we talked to you when we
met with Mr. Bingham and others about that issue, T thought you
wera there that afternoon.

Mr. Fascerr. Mavbe you can jog my memory a little.

But why not. make the Special Trade Representative the chairman
of that board? You would still give it developmental responsibility.
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Tt would not hurt anything. Youn have already given him a vote so he
has the responsibility.

_ But T think we are going to have to clear up just what OPIC’s prin-
cipal mission should be. T do not sce why you cannot just say it is
basically an investment operation with developmental responsibility,
rather than a developmental organization with investment responsi-
bilities. Tt may be semantic to some people, but it seems rather im-
portant to the business community, and perhaps we ought to get that
settled if there is some way to do that.

Mr. McINTyYre. Mr. Fascell, after reading the amendments to the
organic act of OPTC that this Congress passed in 1978, we decided it
Jjust was not necessary.,

Mr. Fascern, T did not understand him to say that,

Mr. Brooks. Do you think that the Special Trade Representative
will have sufficient input in that capacity ¢

Mr. Fascenn, OMB obviously thinks so.

Mr. McInryre. Absolutely, Mr. Chairman, We think the Trade
Representative. as a representative of the President. being of Cabinet
rank, having an office in the Executive Office of the President, cer-
tainly will carry the weight and clout that is necessary.

Mr. Brooks. T thinl the majority of Members of the Congress and
the American people are a ot more interested in developing ways to
expand our trade and profitably export our products, and are a lot
more interested in perfecting that mechanism than they are the mecha-
nism for giving it away to anybody.

T do not mean to be parochial and narrow-minded: T would like to
give away a lot of things if we had plenty: but until we have plenty.
T am not for giving away anything. T would rather constrain our meth-
orls of giving it away and spend most emphasis on how to make a lit-
tle net return for U'ncle Sugar.

Mr. McIxTyre. Mr, Chairman, we met with Mr. Zablocki’s commit-
tee, and I think that is when I had the previous conversation with Mr.
Fascell about OPIC and its role.

I think there is a divergence of opinion in the Congress over the role
of OPTIC. What we have tried to do is abide by the Jaw that you have
passed.

Mr. Fascrrr. Mr. Chairman, I have just one other question on that
point. And then I will be through with riding this horse that has
worked up such a lather. )

One of the problems is that the vice chairman under this plan is of
Cabinet rank and the chairman of this board is not.

Given the fact that already under the circumstances of this plan the
Special Trade Representative had better get himself a better ball bat.
Hle is going to need everything he can get in order to carry out his job.
This is just one more little thing that gets in the way.

Thank you, Mr. Chairman. )

Mr. Brooks. Mr. Stangeland, the gentleman from Minnesotn.

Mr. StaneerLAND. Thank you, Mr. Chairman. )

Mr. McIntyre, does the present Special Trade Representative hold
Cabinet rank?

Mr. McINTYRE. Yes.
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Mr. StanarraNDp. On page 11 of your testimony dealing with cora-
modity policy, it says that “The Trade Representative will coordinate
U1.S, Government commodity policies in the international arena. These
responsibilities now reside with the Department of State, which share
them ou agricultural commodities with the Department of Agri-
culture.”

On agricultural commodity policy, will the Department of Agri-
culture have the same input under this plan as they have presently
with the Department of State, and will the Department of State
still partici})ate in agricultural policies with the Special Trade Rep-
resentative !

Mr. McINTYRE. Yes; Agriculture will have the same type of re-
lationship and input, and the State Department will also have a
role to play by providing input and information to the Trade Repre-
sentative in this area.

Mr. StanaeLaND. Do you visualize some diminution of State’s au-
thority in agricultural policies, or do you see much the same role as
presently exists?

Mr. McINTYRE. The Trade Representative will be given the respon-
sibility for negotiation—trade negotiation. That is clear. However,
the State Department will continue to have people on its staff de-
veloping information that will be cssential for any type of commodity
negotiations. These people will support the Trade Representative in
carrying out his resporsibilities in this area.

In addition to that, as I said earlier, I would envision one of two
approaches being taken: One, there would be a team approach in
which representatives from the Agriculture Department, the State
Department, and the Office of the Trade Representative would work
together. In other areas, I could sece where the Trade Representative
would delegate his responsibilities, perhaps, to individual departments
to carry on some of these negotiations.

Let me make it clear that the Trade Representative is the individual
who will be accountable for trade negotiation.

Mr. StancrLAND. Could we assume, under this new setup, that the
Department of Agriculture would play a stronger role than they
presently glay?

Mr. McINTYRE. It is hard to say. Stronger relative to what? They
play an important and a significant role now. I think they will play
an important and significant role under the reorganization.

Mr. StanaeLanp. In the last round of negotiations, they played a
more significant role than they have been allowed to play in past
negotiating rounds. I am just concerned that Agriculture keep a strong
rolein agricultural commodity policies.

Mr. McInTYyrE. What we are doing is building on that experience
that we developed in the MTN negotiations. So, T think that those
types of relationships that were developed in the process of nego-

tiating the MTN agreement will be fostered in this new organizational
arrangement.

Mr. StaneELanD. OK.

On page 15 of your testimony when you talk about the operational
focus of the Department of Commerce, you say, “The plan will make
the Departmient of Commerce the operational focus for the adminis-
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tration of laws and programs affecting nonagricultural imports and

ex .

Who has the operational focus for the administration of laws and
programs affecting agricultural imports and exports?

Mr. McINTyRE. The \griculture Department.

Mr. StaNgeLanp. The Agiiculture Department would have that?

Mr. McIxTyYre. That is correct.

Mr. STANGELAND. | have one last question.

Dealing with the question of commercial and agricultural attachés
in an embassy or a mission, would it be possible to have both a com-
mercial and agricultural attaché? If so—and 1 consider agriculture
to be commerce—is there a clear line of division of responsibilities
for those two attachdés, or is there a possibility of some problems?
What is the line of authority there? Does the agricultural attaché
work directly with the ambassador and then with the Department of
Agriculture, or does he have to go through the commercial attaché?

Mr. McIxTyre. There will be agricultural attachés and commercial
attachés in embassies and missions. T do not think there will be any
problem; there is no problem now in those arcas where we have agri-
cultural attachés and commercial attachés, I do not see why this
organizational change would create any problems in those treas.

fr. STaxGELAND. I guess my question is not so much in regard to
the concern that this program could create a problem; I am just
curious as to the present and future relationship in that situation.

Mr. McInryre. The relationships would basically be the same ex-
cept that the commercial attachés would now be responsible to the
Secretary of Commerce instead of the Secretary of State.

Mr. Staxgeranp. I am also interested and concerned, as the chair-
man and Mr. Horton are, in the stafing. T see now that the Special
Trade Representative will have a small staff permanently in Geneva.

What is going to be required, as far as personnel are concerned, with
this new reorganization plan? Iow many additional personnel are
we going to need to do the job properly?

Mr. McINnTyre. We will try to get as much of that information as
we can, as definitively as we can. We will certainly give you some
ballpark figures and parameters so that the chairman can get this
plan through the Congress.

Mr. StaNgeLanp. Thank you very much.

1 have no other questions, Mr. Chairman.

Mr. Brooks. Thank you very much.

The gentleman from Georgia, Mr. Levitas.

Mr. Leviras. Thank vou, Mr. Chairman.

Mr. McIntyre, just to save a lot of time, T would like to say that. the
points and the line of questioning pursued by my colleague, Mr.
Fascell, nlmost identically represent. my point of view, and I will not
go over the same groun(f' that he did, except to say that I associate
myself with the points and the thrust of his position.

I want to commend you for the reorganization plan, at least in
certain particulars. Clearly, vou have taken into account the results of
the last hearings we had on this matter, and your plan, at least insofar
as the Department of Commerce is concerned, I think, responds to sev-
cral reports issued by this subcommittee on those specific problems. 1
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think it will lead to great improvement in the implementation of trade
policy in the actual trenches abroad.

My major concern—and I do have a fundamental concern with this
plan—is the feeling that we are still dividing policy from implementa-
tion of policy. with all the attendant consequences that policymakers
have in formulating policy but leaving it to somebody else who has the
responsibility for carrying it out.

What I see happening here is this: You are, in effect, proposing the
creation or the establishment of a two-headed Cabinet department,
one called the U.S. Trade Representative and the other called the
Seeretary of Commerce. They are both dealing in the same subject
matter, but one has the fun of making all these macropolicy decisions,
and the other head of that Department is going to be charged with the
responsibility of implementing then. 1 just do not think that is going
to work. I think we need to bring them all together rather than frag-
ment them in that way.

Mr. McINtyre. Mr. Levitas, this is an issue that we have studied
very seriously ; it is not something we have taken lightly in putting this
plan together.

Let me make several points. First of all, there is a precedent for this
type of structure called the National Security Council. That orga-
nization. basically, provides the overall policy framework on national
security iscues, and they are executed by various depa:tments such as
Defense, =tate. Treasury, and others.

It was our judgment that it would be virtually impossible to create a
department ov an agency that could encompass all the multifaceted
trade interests that currently exist in the Federal Government. Even
if we were to put a large percentage of those interests in a department,
we have found-—and I know you know this to be true—that it is just
unrealistic to expeet one’s peers to be able to hammer out and nego-
tiate consensuses.

So, we felt it was important that the trade policy be developed in the
Executive Office of the President by an individual who represents the
President, speaks for the President, and has the final say-so on trade
policy.

Mx)'. Lrvitas. Let me interrapt you at that point, if I may. I do not
want to break vour train of tlmug?xt. But one of the things I keep hear-
ing is that trade policy is so important that you need someone in the

sxecutive Oftice of the President who speaks for the President and has

access to the President. I thought that was what a Secretary of a de-
i)al'tment would do—speak for the President and have access to the
>resident.

Do people in the Ixecutive Office of the President speak for the
President more so, say, than the Secretary of State or the Secretary of
Commerce?

Mr. McInTyYRE. You have anticipated the third point I was going
to make.

Building on my first point about the mmitiple interests in trade
matters, it was our judgment that these multiple interests require
a neutral broker. The neutral broker. in our judgment, has to be
located in the Executive Office of the President.

Certainly, a Cabinet officer speaks for the President; certainly, a
Cabinet officer has access to the President. But somewhere, someone

57-408 O - 80 ~ 6
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needs to be able to listen to the multiple interests of the various
departments and agencies that have an Interest in the various trade
functions of our (Government and come to a conclusion on what our
policy should bz; if that is unacceptable to a particular Secretary,
then that Secretary has the right of appeal to the President. We have
found that that is the best process in the executive branch to deal
with these types of multiple interests. It works in the budget process;
it works in the National Security Council; and I think it will work
in this case. In fact, I think it is the most desirable way to deal with
the resolution of these multiple interests.

Mr. Leviras. Was consideration given, in formulating this plan,
to placing all responsibility for nonagricultural, commerce, and
trade policy in the Department of Commerce and, in effect, strength-
ening and enhancing the role of the Department of Commerce,
rather than continuing this fragmentation?

Mr. McINTYRE. We considered the option of a Departinent in the
Government that would have trade responsibilities—yes.

Mr. Levitas. The linkage, in the plan, as I see it between the U.S.
Traaa Representative and the Department of (‘ommerce primarily,
but also among other agencies and departments in the Government,
is this Trade Policy Committee. I would like to talk about that for
just a couple of minutes.

The membership of this Trade Policy Committee, which will have
the overall responsibility for formulating trade policy, will be the
Trade Representative, the Secretary of State, the Secretary of the
Treasury, the Secretary of Defense, the Attorney General, the Secre-
tary of the Interior, the Secretary of Agriculture, the Seccretary of
Commerce, the Secretary of Labor, the Secretary of Energy, the
Director of OMB, the Chairman of the Council of Economic Ad-
visers, the Assistant to the President for National Security Affairs,
and the Director of the U.S. International Development Cooperation
Agency. That sounds like the ("fabinet. Whom di(‘ we leave out?

Mr. McInTYRE. It isthe ("abinet, plus.

Mr. Levitas. What happened to Neil Goldschmidt? Why did he
get left out of this?

Mr. McIntyRE T cannot tell you.

Mr. Levitas. Is not transportation an integral part of it? You were
talking about shipping, rail

Mr. McINryre. Shipping is with the Maritime Administration,
which is in the Departmewf of Commerce,

Mr. Lrvitas. All right. You are going to reorganize that pretty soon,
are you not ? / _

Mr. McIntyre. We have not recommended any reorganization.

Mr. Levitas,-You are talking about air transportation; you are
talking alj)agu(domestic rail transportation. You have the Adviser on
National-8ecurity Affairs.

Mr. McIntyre. For the foreign policy implications of our trade
policy, that is correct. The HEW Secretary is also not on it.

Mr. Levitas. 1 ean understand that. T will accept that.

Mr. McInryre. Excuse me—also the Secretary of Education.

Mr. Liviras. The Secretary of Health and Welfare.

Mur. McInTYRE. Health and Human Services.
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Mr. Levitas, My point is that T do not understand why you have
eliminated the Secretary of Transportation. )

But the other thing that concerns me is this. And T do not mean to
be cynical or pessimistic, If this Trade Policy Committee is created
and next year at this time we have oversight hearings, T dare say that
you will report that there has Leen one meeting—maybe—of this Pol-
icy Commiittee with those people there, This looks like an invitation
for letting stafl set trade policy, 1 do not see these people getting to-
gether and studying trade poliey: T do not see this Policy Committee
meeting. That has been the experience in the past with other similar
organizations.

HHow many times has the Couneil on Wage and Price Stability—not
the people who work there but the very impressive group of members
of the Council—met?

Mr. MclIxryre. Very seldoni.

We would envisicn this committee working to advise the Trade Rep-
resentative on trade policy issues. It worked quite well during the
MTN. In fact, that is what this is based on. These people, with a few
exceptions, are basically the same members that functioned on the
committee as the MTN was being negotiated.

Mur. Levitas. But in the case of MTN, vou had a single mission that
had high priority, that demanded a focus of attention at the highest
level by the people yvou are talking about on this committee.

In the ongoing and routine development of mmportant trade policy.
what T am suggesting is that the existence of a committee of this sort
is going to. neces=arily. be turned over to operating staft and the for-
mulation of policy will not-—

My, MceIxryre. That is the error in vour line of thinking. This com-
mittee do-s not. formulate polieyv: thisis an advisory committee to the
Trade Representative, and the Trade Representative is responsible for
trade policy. It is specifically so designed because of the questions that
were raised in our discussions with the Congress about the role of this
committee,

The staff, in this type of situation, will not be dictating trade policy.
That is the responsibility of the Trade Representative.

Mr. Levitas. OK.

Let me get back to the question that is really hothering me most
basically, One of the things that this whole reformulation deals with
is how can we improve our foreign trade? That is the bottom line,
There are ~ome other involvements—the CVD—countervailing duty—
the monitoring of the MTN. and all of that. That is all very important,
but what we are really trving to accomplish is a greater share of gioss
national product derived from foreign trade.

That responsibility. ax T see it. Hes with the Department of Com-
merce. Is that the way vou see it ?

Mur. McIntyre. T am sorry I missed your question. Would you please
repeat it ?

M. Leveras. The developmient——the actual nuts and bolts of how
we get the wideet manufacturer in Wichita, Kans.. a medium-sized
business, to be able to find out there are export opportunities and get
those widgets on the market in Germany or wherever-—that responsi-
bility will lie with the Departnient of Commerce ¢
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M. McIxtyre. That is correct.

Mr, Levitas. OK. . _

Hope fully. the Department of Commerce will substantially improve
its outreach ahility in the regional offices where they are not doing
a very good job today and transmit that to the people in the embassy
at Bonn. and somebody over there will got an effective program, not
a *Mickey Mouse™ program. of trade leads, and it will come back,

All of that is an implementation—as T see it—of the trade policy
which tiie Trade Representative is goings to be establishing,

When something goes awry, whose responsibility is 1t? Whom do
we eall?

Me MceInryre, It depends on what your problem is. [f your prob-
lem is that you do not think your constituents who want to get into
expeii markets are being served properly, then you ought to call the
Secretary of Commerce. If vou think the TS, trade policy is incor-
rect, you ought to call the Trade Representative,

I think it depends on the issue.

Mr, Leveras. Can trade poliey. ax formulated by the U.S. Trade
Representative. be meaningfully formulated. not abstractly with a
lot. of economic theories but realistically. without a “hands-on” in-
volvement in the implementation of that policv—the feedback. the
understanding of what really happens, not in those great negotiations
that occur in Geneva. Tokyo. and other places, but what is actually
happeningin terms of implementing them?

Mr, McIntyre. One of the responsibilities of the Trade Represent-
ative is to look at what is actually going on—what laws we have
that might have some impact on our trade position—and to look at
ways we can improve the administ ration of our trade policy.

I think the Trade Representative can develop good policies under
those tvpes of circumstances. But vou also have to remember that the
Trade Representative will be calling upon and using resources and
information developed by the agencies that do have the “hands-on”
experience. We have to keep that in mind.

If what you ave suggesting is that we need a super agency to com-
bine all the trade functions n this Government, Mr. Levitas, T think
we have already seen what nappens when we try to have super agen-
cies and give them responsibility for everything.

I think that where we can establish a Government poliey, and
where we can have accountability for the implementation of that
policy, we see that type of process and structure work better than
where it was all put into one big agencey with one huge bureaucracy.

Mr. Leveras, T understand that. T still get the sense—and this may
be & legitimate reason—that the reason this type of structure is being
proposed rather than making the Department of Commerce the De-
partment of Commer«c and Trade is that, pragmaticallv. the STR,
as you say in your testimony, is a unit that has proven itself in the
policy and negotiating arenas and has won the confidence of a sub-
stantial majority of the private sector and, of course, of foreign gov-
ernments as well. T think it is basically this pragmatic decision which
has prevailed, rather than the idea that there should be a Cabinet-
level agency dealing with commerce and trade, without the fragmen-
tation.
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What I think is going to happen after the very able people such
as Mr. Strauss and Mr. Askew and yourself and Ms. Kreps are no
longer there is that you are going to find out there is fragmentation,
and there is going to be a great deal of slippage between policy and
implementation. As Mr, Fascell points out. with the new responsibil-
ities that are being given to the Trade Representatives, you are
going to find out that he is going to have to spend half of his time
butting up against three or four other bureaucracies rather than
having control over them. But that, I suppose, is what we have to be
addressing in the next few days, Mr. Chairman.

Mr. McInTyre. I would like to make just two points in answer to
that observation, Mr. Levitas.

_First, you are going to inevitably have conflicts among those agen-
cies that have trade responsibilities because you are not going to be
able to take away, for ~xample, the foreign policy aspects of interna-
tional trade. They are going to have to be in State; someone is going
to have to try to take all these divergent points of view and listen to
them and come up with a trade policy.

Second, T do not think you could have a Cabinet Secretary who
could exercise the role of a neutral broker that we would envision
the Trade Representative exercising, developing and enunciating
trade policy, and conducting trade negotiations.

Mpr. Brooxs. Thank you very much. Mr. Levitas.

There is one last point I would like to suggest to yon, Mr. Mec-
Intyre. That is that you consider OPIC and consider the possibility
of putting it into the Commerce Department where you would have
an option as to who the chairman would be, Yeu are already making
the STR vice chairman: you could have the Commerce as chairman,
or you could have the STR as chairman. It would give you a little
flexibility there. OPIC’s primary responsibility. then, would not be
straight ‘development, but they would have development along with
an investment capability. They would not be in the “giving it away”
detail full time,

Would vou take a look at that? I suggest you look at it between
now and Thursday.

Mr. McIxtyre. Mr. Chairman, T will look at it. I would remind
you that we have just reorganized OPIC.

Mr. Brocks. 1 understand. But we did not have this program going
at that time.

Mr. McIxtyre. We knew it was coming dewr. the pike.

Mr. Brooks. We did not know it. We did not have it all laid out.
When you put IDCA together, it was a logical thing to do—1 agree.
But now that you have this reorganization, it might be more logical
to put it in commerce.

You know what they say about consistency. They say it is a hob-

goblin of little minds. We can change; it does not have to be that
way.
1 now want to recognize the distineuished member of the full com-
mittee. Hon. Paul McCloskey. the distinguished Member from Cali-
fornin, who has independent and outstanding views on a variety of
gubiects. I would like to recognize him now for his comments.

Mr. McCroskey. Thank you. Mr. Chairman. Mr. McIntyre. I came
over from the Merchant Marine Committec hearings this morning be-
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cause of this trade reorganization plan. T want to commend you on
it. It seems to me have the right thrust and the direction.

But you spoke of section 301 of the Trade Act. I want to read you
subsection D (2).

Upon complaint filed by an interested party with the Special Representative
for Trade Negotiutions, allegiog any such restriction, aet, policy, or practice
that is discriminatory by a foreign government, the Special Representative
shall conduct a review of the alleged restriction, act, policy, or practice and at
the request of the complainant shall condnet publie hearings thereon.

With respect to section 301 of the Trade Aet and this effort to
upgrade the Seceretary of Commerce to handle trade policy. T wonder
why vou have not upgraded the maritime policy which also falls
under the Secretary of Commerece and the Assistant Seeretary of
Maritime Atfairs who, of late. has had the same problems that U.S,
exporters have had with foreign diserimination. Presently there is
no real means for an American shipping company to complain of a
diseriminatory practice under section 301. To date, the Special Trade
Representative has never considered the word “practice” under sec-
tion 301 as testifving his intervention on behalf of an American
shipping company.

Did you consider this problem in the reorganization plan?

Mr. Mclxrtyre. We gave some consideration to the area of maritime
policy. Our initial decision was that. while mavitime policy certainly
1s trade-related. it is not so much trade-related that it should be given
some special status outside of its current status in the Department of
Commerce,

Mr. McCrosgry. Let me quote to you from the President’s message.
I tried to do thisin aletter to you last Friday so that you would be pre-
pared on this point. In the trade reorganization bill, the President’s
messago said this:

Current arrangenents lack a central authority capable of planning a coherent
trade strategy and assuring its vigorous implementation.

On July 25, the President wrote the Merchant Marine Committee,
and he said in almost identical words:

Perhaps most importantly. the Federal Government itself must begin to address
maritime problems in a more unified and coherent way.

Mr. MelIntyre, if we must address maritime problems in a more uni-
fied and coherent way, if that is the President’s direction, that means
that somewhere in the Commerce Department it is not being addressed
in a coherent and unified way. Perhaps T can remind you of why it is
not; it is because the Federal Maritime Commission is conducting for-
eign negotiations. We have seen Chairman Bakke go to Russia; we
have seen Chairman Daschbach deal with the Koreans. Surely, if we
are to have a unified and coherent maritime policy, the ideal place for
it is in the Office of the Special Trade Representative.

T ask that question vith reason. In Jn{)' and August, after we got the
President’s message, the staff of the Merchant Marine Committee ap-
proached the staff of OMB and said :

What can we do in this reorganization to achieve a coherent maritime policy?
The President has said thuat the Assistant Secretary for Maritime Affairs will be
his primary spokesman, yet today he has no means to protect an American ship-
ping company ugainst foreign discrimination.
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Mr. McIntyre. My understanding, Mr. McCloskey, is that some of
those prol)]clmthat vou have raised about dealing with maritime policy
under section 301 were addressed in the agreements that this Congress
approved.

You may want to pursue this with the Special Trade Representative.

Mr. McCroskry. The 1979 Trade .\ greements Act ?

Mr. MeIntyre. My undoumndnw is that section 301 was amended
to permit the T «de Representative to consider and deal with mari-
time issues. You may want co explore that further with him,

Mr. McCroskey. Do you feel he should? Do you envision in this re-
organization that the Special Trade Ropro%ntatlvo now has the mari-
time responsibility ?

Mr. McIxTtyre. To the extent that the statute gives him that authori-
ty under section 301.

Mr. McCroskry. What reason is there for them to continue the Fed-
eral Maritime Commission as the negotiator?

Mr. McInTyYre. The cu rent statutes give the Maritime Commission
some widespread authority for regulation.

Mr. McCroskey. Regulation. yes: but. what about negotiation with
foreign governments?

Mr. McIxryre. T am not familiar with the types of negotiation the
Maritime Commission conducts with foreign governments, I would
suggest. that you ask the Trade Representative.

Mr. ‘\I((‘Losm.r Am I correct that, as part of this reorganization.
you are tryving to upgrade what is (ommonl\ referred to as the “sick
person of the Cabinet” —the Secr etary of Commerce?

Mr. McIxrtyre. T have not referred to the Comimerce Secretary as
the “sick person of thn (C'abinet.”

Mr. McCroskey. T do not mean to be condemning Mrs. Krens in
any way: this was long before her time when this do&lgnatlon was
created—that the Cabinet Secretary of Commerce had very little
power and some responsibility. But this is clearly upgrading the See-

retary of Commerce,is it not ?

Mr. McINTyre. T think it is upgrading the Department of Com-
merc, certainly. It is giving a department in this Government pri-
mary 1esmms1b1ht\ for trade issues. T think that is important.

Mr. McCroskey. Ninety-five percent of our trade is carried on ships.
That makes the cohesion of our maritime policy a responsibility of the
Secretary of Commerce. 1 am trying to find out if you even address the
maritime problems in this 1'(‘01'<ranuat10n.

Mr. McInTyre. As I said. we looked at some of the areas of mari-
time policy. The President’s statement, as I recall, said that the Mari-
time Administration would serve as the lead spokesman on maritime
matters. This administration is in the Department of Commerce. The
Secretary of Commerce fully participates in the establishment of
trade policv as well as a member of the Trade Policy Committee. We
think that linkage is sufficient.

Mr. McCroskey. The one thing I do not think is sufficient—and I
am quoting the President—is this. He said :

Perhaps most importantly the Federal Government itself must begin to ad-
dress maritime problems in a more unified and coherent way.

Have you addressed that point ?
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Mr. McINTYRE. No; not in this proposal.

Mr. McCroskey. That is a fair answer. If you have not, my concern
is, how do we ?

Mr. McINTyRE. We are looking at trade policy.

Mr. McCrLoskEy. But you know, 95 percent of our trade is carried
on ships, is it not ? .

Mr. McInTyYRE. Yes; but there are a lot of other issues involved in
the maritime area than just trade policy: the regulation issue, the
subsidization of the construction of various types of ships, and so on.
There were references in the President’s statemen! to dry bulk car-
riers. We are trying to help promote some growth in that area in this
country. Tliere are many other issues involved in maritime policy
than just trade.

Mr. McCroskey. I appreciate that, but in view of the 1979 Trade
Act amendment which does give the STR some responsibility-—
and, as I say. I quote only the President when he refers to the fact
that with State, Commerce, Treasury, and the Defense Department
all involved with the FMC, an independent agency in international
negotiations—clearly, there is need for a more coherent policy.

I just want to—if I cun—hold vour feet to the fire a little and hope
that we will get the same kind of reorganization policy on maritime
that vou brought forward on trade. As I said, I think the trade pro-
posal is appropriate; I am just sorry it did not extend to maritime as
well hecause you have the same problem.

Mr. McIntyre. T would just reemphasize the one point T made
about the fact that the Maritime Administration has a link to the
development of trade policy through the Secretary of Commerece.
T would expect that if there ave serious trade implications in the Mari-
time Administration’s areas of responsibility, those could be focused

through the Seeretary of Commerce at the Trade Policy Committee’s
leliberations and be dealt with there.

Mr. McCroskey. Thank you.

Thank you, Mr. Chairman, for the courtesy.

Mr. Brooks. I want to thank you very much. Mr. McCloskey, and 1
hope this bodes well for our maritime development because I am
mightily coi:cerned \. ith that, inyself.

Mr. McCroskey. Mavbe we should ask the witness: You are not
going to come up with cargo preference again, are you. as a means of
enhancing trade policy ¢

Mr. McINnTvRE. I am not aware of any such proposal.

Mr. McCroskey. I think it was only the Secretary of Commerce in
the President’s Cabinet that proposed cargo preference 2 years ago.
Myrs, Kreps may correct me if I am wrong, but T thought the other
Cabinet Secretaries all disagreed with her on cargo preference.

Mr. Brooxks. Thank you very much.

Thank you, Harrison ; thank you. Eric. Tt is nice to see you all again.

Our next witness is the Secretary of Commerce, Mrs. Juanita Kreps,
whose charm is exceeded only by her competence and capability.

Mre, Krers. Thank vou, Mr. Chairman,

Mr. Brooxs. She is a respected member of the economics faculty
at Duke University, where she served as professor, assistant provost,

and vice president. She has been Secretary of Commerce since Jan-
uary 20,1977,
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Although she has, regretfully for us, submitted her resignation to
the President, we were particularly anxious that she come in and
testify since she has led the planning for this major restructuring of
the Department of Commerce.

Shoe 1s accompanied by Homer Moyer, Jr., counselor, who has been
with the Department since April 1976 after coming from private
practice.

Where did you practice, Mr. Moyer ?

Mr. Moyer. With a firm here in Washington.

Mr. Brooks. We welcome you here today and look forward to your
testimr,ny. You may summarize your statement if you would like, or
proceed in any manner that you see fit.

STATEMENT OF JUANITA M. KREFPS, SECRETARY, DEPARTMENT
OF COMMERCE; ACCOMPANIED BY HOMER MOYER, JR., COUNSEL

Mrs. Kreps. Thank you, Mr. Chairman,

In view of the time, I shall be fairly brief in summary, but I am
submitting a longer statement for the record.

Mr. Brooks. Without objection, it will be included in the record.

Mus. Krers. It is a pleasure for me to be here to share with you our
plans for what we hope will be a very successful implementation of
the administration’s trade reorganization proposal.

We in the Commerce Department have given this issue top priority
for many months and we believe that we have been able, working with
OMB and the STR. to develop a plan under which the Department of
Commerce will contribute significantly to the primary goal of trade
reorganization. That is, the goal of providing an improved capacity to
strengthen the export performance and the import competitiveness of
American goods and services.

Wo find ourselves, as you have roted, in a new era in trade relation-
ships. The successful implementation of the Tokyo round *rade agree-
nients will move us forward to even greater integration with the
world economy. The MTN will offer us new opportunities, but we shall
have to work at maximizing the benefits to our economy, particu-
larly because global competition is expected to intensify in the eighties.

In the decade ahead., many less-developed countries will become
stronger exporters of consumer goods and midlevel technology prod-
ucts. This wil} increase U.S. imports, and it will also push the indus-
trialized nations more heavily into the production of eapital goods and
higher technology exports. The U.S. export position will be challenged
more directly than ever before. Increased competition, coupled with
more open markets, will have a profound offect on our economy and
our growth, International trade will become one of the major factors
affecting the performance of U.S. industrv. Some industries will
prosper while others will faiter in the face of increased competition.
Therefore, how we deal with trade gre sth will materially affect all
Americans.

There is a great deal that we can and must do. What is called for is
nothing less than a complete reorientation of our thinking on trade.
We have traditionally treated international economic policies, domestic
economic f)olicies. export development policies, and policies nffecting
individual industries as though they were unrelated. Today, world
trade has become too important to the health and growth of the Amer-
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ican economy to be treated as a separate and somewhat peripheral
issue.

Reorienting our thinking on trade policy is not easy. But if the
eighties are to be different, we must make at least three fundamental
changes.

Filg:f: We must elevate the priority of trade in the hierarchy of our
national objectives. We must follow the lead of our successful compet-
itors and always keep before us the question—“How will this affect our
trade ?”—when we consider tax policies, investment policies, antitrust
actions, environmental and regulatory actions, and all the other poli-
cies that have a fundamental effect on international competitiveness.
Bringing this about will be neither easy nor inexpensive. Some vested
interests and some domestic priorities will need to move over to make
room for enlarged importance of trade. '

Second : We have to link our trade policies more closely to domestic
policies affecting industry. We have to recognize that our competitive-
ness depends on far more than what we do at the border; that we can
improve our competitive position only if we improve our technology
and our pace of innovation, our investment in plants and equipment
and, hence, our productivity. Our trade policy thinking must reflect the
fact that trade problems are industry problems. Qur failure to address
them as such is partly responsible for our inability to deal with the
trade challenges of the past two decades.

Third: Many businesses need to reorient their thinking, for many
businesses, and Government too, have focused their energies on the
domestic economy. Too often, import compctition has been taken
lightly and export markets have been ignored. But we are no longer
an insulated, sclf-sufficient continental economy, and we must not con-
tinue to act as if we were.

With the increased openness of markets resulting from the multi-
lateral trade negotiations and increased competition in the eighties,
T1.S. business will have to find more of its sales growth in foreign
markets.

The Government. can help, particularly by removing obstacles and
disincentives to increased export efforts, The Department of Com-
merce will be devoting increased attention to identifying obstacles to
export expansion, calling them to interagency attention, and searching
for ways to remove them. The Government can also increase its efforts
to help business locate and exploit export opportunities, to insure ade-
quate export financing, and to obtain fair and open access to foreign
markets.

For our part, reorganization of the trade functions with Govern-
ment is the vital first step in improving the export performance and
import competitiveness of American goods and services. If the reorga-
nization is to be successful, trade responsibilities of Government inust
be centralized and streamlined.

I shall omit, Mr. Chairman, describing for the subcommittee the pro-
posed structure and division of responsibilities. A brief description is
included in the full text, which has been submitted.

In addition, the detailed departmental reorganization plan has been
submitted.

I would like, however, to comment briefly on that part of the plan
providing for improved industrial analysis.
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Increasing the vitality of domestic industry is the only way to meet
international competition. A wide variety of Commerce and other
agency programs are directed toward this objective. However, there 18
a compelling need for the Federal Government to develop a stronger
and more comprehensive industrial analysis capability.

The Department will be taking several steps to strengthen its re-
sources devoted to industrial analysis. The cornerstone of this up-
graded capability will be the new Bureau of Industrial Analysis.
Located in the Chief Economist’s Office, it will be modeled after our
highly regarded Bureau of Economic Analysis and will provide up-
graded and highly professional industry analysis to serve the needs of
government policymakers and industry.

In summary, Mr. Chairman, by consolidating trade operational re-
sponsibilities in the Department of Commerce and upgrading our sec-
toral analysis capability, the administration’s trade reorganization
plan draws upon a major departmental strength—the ability to link
trade to policies affecting domestic industries. Trade problems are
industry problems, and until we address them as such we cannot expect
a fundamental improvement in our trade performance. :

To meet the challenge of the eighties, we must coordinate our efforts
in such a way as to gain maximum advantage from the MTN, and
adopt measures that will help U.S. industries to increase their
competitiveness.

The reorganization provides the essential ingredients: a higher
Government-wide priority on trade: concentration of nonagricultural
trade implementation responsibilities in one department; clearer
channels for future trade policy decisions: and a heightened attention
to the analysis and solution of the problems facing U.S. industry.

The reorganization will result in a considerably strengthened De-
partment of Commerce—one well equipped to monitor and enforce
trade rules in a manner which will protect U.S. rights while insuring
that U.S. obligations are carried out; and one better equipped to
promote, foster, and develop the foreign trade of the United States.

Thank you, Mr. Chairman.

Mr. Brooks. T want to thank you very much, Madam Secretary,
for a very excellent statement. I erjoved it; I agree with it; I think
it is a fine statement: it certainly is a blueprint for progress for
American industry and products as they relate to our foreign trade.

I have a couple of questions I would like to go over with you.

The plan calls for the transfer of trade promotion and commercial
functions performed in full-time overseas positions. Do vou know
how many positions will be transferred to Commerce? Could you
give us, for the record, a list of those countries affected by these
transfers?

Mirs. Kreps. We will provide that for the record.

We are, as you know, transferring all full-time commercial officers.

Mzr. Brooxs. We will need that for the record by Thursday. I have

the list here, but they nced to clear it with OMB. I am sure you can
get that resolved.

Mrs. Kreps. Yes, sir.

Mr. Brooxs. Without objection, it will appear in the record at this
point.

[The material follows:]
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Under the reorganization plan, all full-time
commercial representation positions are to he Lrans-

ferred from State to Commerce.

are these positions located?

In which countries

The countries in which the 162 commercial positions
are located are listed below.
variations (principally where political considera-
tions override commercial considerations) in the
final list of locations where Commerce officers are
posted when the reorganization takes effect.

Canada

Japan

West Germany
United Kingdom
Mexico
France
Brazil
Venezuela
Italy

saudi Arabia
Australia
Netherlands
Balgium/Luxem.
Korea
Switzerland
Spain
Argentina
Hong Kong
Nigeria
Sweden

India

South Africa

Colombia
Singapore
Indonesia
Ecuador
Israel
Egypt
Norway
Chile
Greece
Turkey
Thailand
Peru
Yugoslavia
Malaysia
Denmark
U.A.E.
Austria
Panama
Guatemala
New Zealand
Algeria
Pakistan

There may be a few

Finland
Dominican Republic
Portugal
Costa Rica
El Salvador
Iraqg
Honduras
Bolivia
Morocco
Zaire

Ivory Coast
Uruquay
Liberia
Ghana

Iran

Kenya
Nicaragua
Czechoslovakiza
Hungary
Poland
Romania
USSR



Mr. Brooks. What will be the criteria used for determining which
new posts in overseas countries will be assigned commercial attachés?

Mrs. Kreps. Within the overall constraints of the total number avail-
able to us, we will make the decisions how to allocate them on the basis
of our best estimate, in general, of what the market potential of the
different countries is and what the industry needs are in meeting that
potential.

The basis, in turn, on which we would estimate those two functions
is the question of the requests for inforination that we get for overseas
trade, the total present U.S. commercial representation in those coun-
tries, total manufacturing exports, and other criteria of that sort.

Mr. Brooxs. What relationship will the commercial attachés have
to the American Ambassador, and will the Ambassador be involved in
developing markets for American goods and services #

Mrs. Krers. As Mr. McIntyre explained, the commercial attachés
will have a reporting responsibility to the Ambassadors. They will,
of course, be hired by us and trained by us. But within the mission
overseas, there will be a close working relationship between the com-
mercial attaché and the Ambassador.

To turn to the second part of your question, we would expect the
Ambassador to continue his commercial operations abroad and to give
us the resources and his efforts in that regard.

Mr. Brooks. What do you intend to do to insure that the commereial
officers of the Department of Commerce are responsive to the lead role
of the Ambassador as chief of mission for the United States?

Mrs. Kreps. The staffing patterns and position description, the
organizational structures within the missions, will continue to provide
that this reporting responsibility will hold.

Mr. Brooks. And the reporting that you have already mentioned.

Mrs. Kreps. Right.

Mr. Brooks. The commercial attachés of the Foreign Service now
consider themselves as part of a rather special corps. How do you
expect those who will be performing trade promotion and commercial
funi:tigons for the Commerce Department oversezs to perform these

oals
. Mrs, Kreps. Is the question how we would organize them ¢

Mr. Brooks. Yes. How do you expect to organize those that will be
from the Foreign Service if they are going to be performing trade
promotion and commercial functions for the Commerce Department ¢
Are you going to have an indoctrination for them? Are you going to
have a little visit with them? Are you going to explain to them that
they are getting out of their striped suits and into their working
clothes?

Mrs. Kreps. These are very professional people. We would expect
them to make the decisions about the striped suits, but we would
indeed do a training and indoctrination, if you would, on the com-
mercial aspects of their posts. They are not unfamiliar with that but
their different responsibility to the Secretary of Commerce would have
to be laid out in some detail.

Mr. Brooks. And you are going to work on their personnel system
so that their benefits are commensurate with those of the Commerce
Department and the State Department when they are performing the
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same function there? You may have to take a look at that because
bureaucrats are very sensitive about those a rrangements.

Mus. Kreps. Yes.

I think we have come to a satisfactory resolution of that. Perhaps I
could ask Mr. Moyer to speak to that. for just a moment?

Mr. Brooks. Mr. Moyer?

Mr. Mover. Mr. Chairman. we have reached agreement with the
State Department on a number of the issues you vaised, including the
question of privileges and benefits, Under the new Foreign Commer-
cial Service, those privileges and benefits will be ¢ mivalent, from the
question of diplomatic passports through all of the administrative
questions, so that a transfer from the Foreign Serviee and the State
Department to the Foreign Commercial Service would not entail any
penalty in terms of those Denelits.

Mr, Brooxs. Mr. Moyer, will the commereial officers who move from
State to Commerce be given an opportunity to return to State if they
desire? If 162 positions. roughly, are eliminated from State, will that
not greatly limit the ability of State’s capacity to accept the return
of those officers?

Mrs. Krers. They will be allowed that privilege, Mr. Chairman.
There are 162 positions, as you indicate, :

It is not our thought that this would create a difficulty for the State
Department because they would be phased in over a transition period
of several years as their jobs wind down. Therefore, we would oxll)ect
the State personnel system to be able to absorb them in this gradual
fashion.

Mr. Brooks. Would you provide for the record any projection you
have made on attrition—projected attrition—of the personnel in-
volved ?

Mrs. Kreps. Yes, sir.

Mr. Brooks. Without objection, it will appear in the rvecord at this
point.

[ The material follows:]
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Attrition Question

Angswer

Under the Reorganization Plan No. 3 and the Memorandum
~of Understanding between State and Commerce, approximately
162 Foreign Service Commercial and Trade Promotion positions
will be transferred to the Department of Commerce.

Of these 162 positions, 30 are currently filled by
Department of Commerce employees serving at overseas missions,
or are vacant. It is the remainder, or roughly 130 Foreign

Service Officers of the Department of State who are the focus

of the attrition question.

Sixty of these 130 Foreign Service Officers are eligible
for reassignment in calendar year 1980. The agreement between
The Departments of Commerce and State directly addressed this

issue in the following ways:

In the interests of sound management, however, the
Department of Commerce agrees that all such occupants
of these positions may complete their scheduled tours
of duty. 1In its discretion, Commerce may offer For-
eign Service Officers in such positions additional
FCS tours after completion of present assignments.

To facilitate this transition, Commerce will accept
details by State into FCS positions of a minimum of
105 State Department Foreign Service Officers from
the Economic/Commercial cone in the first year of
the Service's existence, a minimum of 90 officers
in the second year, a minimum of 75 in the third
year, and 60 in the fourth year. 1Included in
accounting for these positions will be any State
Department Foreign Service Officers who permanently
join the Foreign Commercial Service. Commerce will
establish mutually agreeable procedures governing
conversion to the FCS of those Foreign Service
Officers who wish to do so.
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. The existing exchange agreement will continue in

force, and efforts will be made to carry it out

on a reciprocal basis.

In the fourth year, the two agencies will evaluate

their experience under the Memorandum of Understand-

ing and the Exchange Agreement and develop arrange~

ments for ongoing exchanges at all levels on a

mutually-agreed, reciprocal basis.

The 60 Foreign Service Officers whose current tours of
duty are completed in 1980 will have various options:

(1) routine reassignment to another position in the Depart-
ment of State; (2) an assignment on detail to an FCS position
at an overseas mission or to the Department of Commerce in
Washington, D.C.; or (3) transfer to the Department of Com-
merce. The same pattern would exist during the next four
years. Foreign Service Officers of the State Department will
be encouraged by the Department to broaden their experiences
with details to the Department of Commerce, domestically and
overseac.

It is contemplated that by the fourth year, the combina-
tion of continuing details to the Department of Commerce,
other agency assignments, and 6ther State Department positions
for training, as well as normal attrition through retirement
and resignation and adjusted intake, will bring the number of
positions and of Foreiyn Service Officers of the State Depart-

ment into a new balance. This will compensate for the transfer

of positions to the Department of Commerce under Reorganization

Plan Number 3.



Mr. Brooks. How does the Department of Commerce view its trade
policy responsibilities under the administration’s reorganization plan,
and how do you plan to execute those responsibilities?

Mrs. Krers. You are speaking now to the trade policy aspects of
our work ?

Mr. Brooxs. 'The Trade Policy Committee.

Mrs. Kreps. The formulation of poliey is, of course, complicated
business. We have two major roles to play in that. We will serve on
the Trade Policy Committee under the direction of the USTR, but we
will also be working day-to-day on the programs and the implementa-
tion.

It is virtually impossible to separate the actual carryving out of pro-
grams from the formulation of policy since it is in the implementa-
tion that one gets the hard questions and has to carry them forward
under the aegis of some policy framework.

We think the Commerce Department and the USTR can work to-
gether very well in this regard since we have done so most recently
in the MTN negotiations. We have staffed and worked with
Mr. Strauss throughout those negotiations and he has been very com-
plimentary of our role. We think that we would be able to play a role
and have a voice in the formulation of policy, which would be a ver
constructive voice. We do not expect to have difficulties in that regard.

Mr. Brooxks. In what way does the Department of Commerce intend
to exercise its responsibility as a nonvoting member of the board of
the Export-Import Bank, and does the Department intend to take an
active roie in deliberations of the board ? Or do you anticipate that it
will just be a pro forma membership ?

Mys. Kreps. On policy decisions by the Fximbank, we would expect
to play a role. Obviously, we would not expect to get involved in day-
to-day decisionmaking by the Eximbank.

But if, for example, we are going to carry on our export develop-
ment function, it follows that we need to alert American firms to the
opportunities of financing by the Eximbank. We would, therefore,
need to know a good deal about the Eximbank’s policies and
practices. We could provide a liaison which we think is essential.

Mr. Brooks. How does Commerce plan to structure ntidumping
and countervailing duties to avoid the present deficiencies?

Mrs. Kreps. First of all, the primary problem with the antidump-
ivrérg, countervailing programs seems to have been inadequate resources.

e expect that there will be considerably increased resources for those
Rrogra;-_xs. Those increases wouid have occurred whether or not there

ad becn a tra‘ie reorganization, but they will be t.» our advautage in
this case.

Let me elaborate on that for just a moment. We will be hiring about
130 new Commerce employees to work in these areas. But beyond that,
we have structured the countervailing, antidumping functions direct-
ly under an Assistant Secretary for Trade Administration, therefore
giving those programs a very much greater visibility and greater im-

portance in the Department of Commerce than they have had before.
t is a matter of putting the functions in the Department where trade
itself is the primary goal.

Mr. Brooks. Mr. Horton?
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Mr. Horrox. Thank you, Mr. Chairman.

Mrs. Kreps, we certainly want to thank vou for being here with us
toda\' We commend you for the work that vou have done in this re-

organization plan.

During the course of vour testimony and while the chairman was
asking yvou question=. I had occasion to look at this supplement that
you furnished us on the Department of Com:merce proposed trade re-
organization plan.

Incidentally, Mr, Chairman. I am not sure if it is in the record, but
I think it would be importaat to include it in the record because it does
give a detailed analysis of the various bureauns. Aszistant Secretaries,
and o on being proposed in thix organization. I think the members
would be very interested in seeing it, and it should be a part of the
record.

So. T would ask unanimous consent that that be included.

Mr. Brooxs. Without objection, it will be included in the record at
this point.

[The material follows:]
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DEPARTMENT OF COMMERCE

PROPCSED TRADE REORGANIZATION PLAN

SECRETARY OF TRADE AND COMMERCE

The Secretary of Commerce will become the Secretary of

Trade and Commerce and trade matters will be the Secretary's
principal responsibility. The Department of Trade and
Commerce will become the one cabinet dspartment 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 the 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 negotiition and program responsihilities of the United
States Trade Representative (USTR).

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

As chief operational officer of Trade and Commerce, the |
Secretary will assure that other elements of the Department
whose activities relate to international trade shall

appropr iately support and coordinate with the Under Secre-
tary for Trade. Included among these activities are
industry sector acnalysis, business development loans, census
trade statistics, trade adjustment assistance for businesses
and communities, minority business development, industrial
productivity analysis, maritime, industiial innovation,

cooperative technology, product and industrial standards,
and secretarial field representation.
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UNDER SECRETARY FOR TRADE

The Under Sacretary for Trade will be responsible for overall
development and management of the trade functions in the
Department of Trade and Commerce. In the Secretary's abisence,
the Under Secretary represents the Department on the "rade
Polizy Committee and as ex officio member of the Board of
Export-Import Bank of the United States. The Under Secretary
will meet with foreign visitors both in the United States

and abrcad to discuss a broad range of trade matters.

The Under Secretary also coordinates trade regulation, trade
policy and programs and trade development to snsure con-
sistency between Administration policy and trade operations.
To accomplish this, the Under Secretary oversees coordination
hatwesn and among the following areas: ’

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

o sectoral analysis capability and trade policy and
regulasery functions;

o industrial innovation and trade developrent.

The Leputy Under Secretary will sexrve as the principal deputy
for the Under Secuetary for Trade. In %the Under Secretary's
absence, the incumbent is to act in place of the Under Secretary
in 211 matters pertaining to trade. The Deputy Under Secxetarv

will have no direct operational or program responsibilities.
The Peputy Under Secretary will:

© Be responsible for oversight of day to day coperations
to ensure that these activities are conducted efficiently
and smoothly. .

© Be responsible for the administrative functions (e.g.
agency level personnel, budget, adwministrative services,
and others).
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ASSISTANT SECRETARY FOR TRADE DEVELOPMENT

The Assistant Secretary for Trade Development will be
responsible for carrying out the policies and programs of
the 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 State3 to expand the export-
consciousness of American firms and to facilitate entry into
international trade; and efforts to provide assistance to
American exporters through the facilities of the U.S.
Commercial Service and the Foreign Commercial service., Vith
xespect to East-West trade, the Assistant Secratary will be
responsible fov conducting the Department’s prcqgram for
expanding trade and investaent in Communist couutries, and
for the formulation and analysis of policies with respect to
U.S. commercial policy in those countries.

The Assistant Secretary will be the person responsible for
managing and closely coordinating the related trade expansion
responsibilities of the Poreign Commercial Service, the
Domestic Crmercial Service, and the East-West Trade ahd Export
Davelopment units in Washington. This orcanizational structure
will allow, for the first time, management by one person of
export expansion activities of the Poreign 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 Undex :
Secretary of poljcies 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.
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FOREIGN COMMERCIAL SERVIC

The Fcreign Commercial Service is responsible for assisting
American business abroad through counseling, marketing data,
project development assistance and liaiscn with foreign
government agencies. The Service provides direct support to
rade and Ccmmerce (TAC) qverseas prcmotional activities
such as trade missions, trade fairs, and procurement
cocnferences. It is responsible for the development of market-
ing and commercial intelligence through the Worldwide
Information and Trade System (VITS} for dissemination to the
American business community.

The members of the Service will serve as part of the U.S.
tmbassy staffs and will report directly to the Ambassacor or
Chief of Mission in each country. The Foreign Ccmmercial
Service will provide personalized assistance to American
business persons abroad by providing support ¢o Export
Development Cffices, 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 wWashington andéd the
U.S. Commercial Service. 1t also will develcp informaticn
and repsrt to Trade and Commerce on foreign commercial and
irdustrial trends. The commercial intelligence cata
obtained by the Service will be disseminated in part through
the WITS. The Service. will provide support ¢t~ TAC units in
import and export adninistration and menitori.ng of mulei-
lateral trade azreements. It will assist U. S. business
rersons in resolving trade complaints against foreign firms
and governrents.



U.8. COMMERCIAL SERVICE

The U.S. Commercial Service represents Trade and Commerce

with the business ccmmunity 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, workshops, 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 adviges 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. 1Its mission is to expand U.S. exports. It
develops promotional programs conducted by the U.S. and
Foreign Commercial Services and provides them with analytical
and technical support.

This unit performs the program planning and evaluation
activities for the Assistant Secretary and has responsibility
for determining program priorities for the Poreign and U.S.
Commercial Services. It supports overseas promotional
activities through management of Export Development Cffices,
development of overseas trade miasions, sponsorhsip of special
missions, and other trade and inveatment 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 of Trade and Commerce (TAC).

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

the Foreign and U.S. Commercial Services for use by the U.S,
business community. This unit alsoc 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.5. Commercial Servica 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 Export Development unit has a staff of 450.
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EAST-WEST TRADE

The East-West Trade unit, established in 1972 to foster
commercial and economic relations between the United Ekates
and communist countries, helps American firms conduct business
in communist countries; develops and explains East-West trade
policy; strengthens governmental mechanisms for expanding
trade; and expands understanding of issues and opportunities
in East-West trade.

This unit conducts the day-to-day bilateral commercial con-
tacts with the embassies and other communist government
entities in the U.S. It provides support for the Cabinet-
level joint economic commissions, seeks resolution of com-
mercial problems, and assists in thu 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 un "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. 1In addition, this unit plans,
recruits for, and manages trade promotion events such as

fairs, technical sales seminars, and catalog shows in com-
munist countries.

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

West trade. It studies trade poteatial, 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 nationa. 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.

,



102

ASSISTANT SECRETARY FOR TRADE ADMINISTRATION

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

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

duty investigation and enforcement. The Assistant Secretary will
be directly assisted by an Office of Antidumping and Countervailing
Duty Policy of 15 people. '

The Assistant Secretary is responsible for export administration:
export licensing and enforcement, including national security,
foreign policy, znd short supply export controls.

The Assistant Secretary is alsc responsible for a number of special
regulatory programs: antiboycott compliance, industrial mobiliza-
tion, foreign trade zones, unfair import practices, (§ 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 recommendation
for disposition of the case. o

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

to the manufacturer, production or exportation of merchandise
imported into the United States. As part of the same process,
the International Trade Commission (ITC) investigates and
determines whether an industry is materially injured or is
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 (8 337 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 actiors 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 Administration unit will consist of 310 persons.
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EXPORT ADMINISTRATION

The Export Administration unit is responsible for export
controls for reasons of national security, foreign policy, and
short supply. The major functions of the progranm are polic
planning, licensing, compliance, and short supply monito:ing
and licensing.

The policy planning furction includes developing ard ~nordinating
recommendations on export control policies and programs, reviewing
export license applications that present particular foreign

policy or security issues, and coordinating with cther Executive
Branch agencies cn licenses and policies requiring interagency
review.

The licensing function includes the development of export control
procedures and regulations, technical analysis 2nl review cf
products, participation in interagency review c¢f license appliza-
tions, statistical and analvtical reports of export licensing
activities, and formal issuance of licenses.

The compliance function includes the investigation ané prosecution
of export cornirol vioclations.

The objective of the short supply function is to restrict the
excessive export of items in domestic short supply and to reliuce
the inflationary impact of foreign demand.

In addition to export controls, this unit will include the anti-
boycott and industrial mcbhilization programs.

The antiboycott program involves the administration and enforce-
ment of the foreign boycott provisicns of the Export Administration
Act and the monitoring of the impact of foreign boycotts on

the United States. This ircludes the investigation and enforce-
ment of compliance witl the law as well as the processing of
boycott reports.

The industrial mobilization program monitors and assures timely
availability of material and products essential to industrial
performance on contracts for national defense. This includes
stockpile management of strategic and critical materials and an
emergency preparecdness function designed to identify industrial
products and facilities which are essential to mobilization
readiness, national defense, or post-attack survival and recovery.

The Export Adminiét:ation unit will include 195 persons.
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ASSISTANT SECRETARY FOR TRADE POLICY AND PROGRAMS

The Assistant Secretary for Trade Policy and Programs is
rutoncibh for developing and operating an effective trade
policy implementation mechanisa within the Department of
Trade and Commerce and for operating a variety of trade and
investment programs to improve the U.S. trade position.

The Assistant Secretary provides overall direction and coor-
dination of international sconomic policy formulation, research,
and analysis within the Department, advising the Secretary and
Under Secretary om such policies and progranms.

The Assistant Secretary for Trade Policy and Programs will be
principally responsible for the follow-up, implementation,
and monitoring of the MTN. The Assistant Secretary will be
re sible for closely coordinating with other involved
offices and agencies these responsibilities and the process
of educating U.S. business on the rights and opportunities
resulting from the WIN.

The Assistant Secretary supports the Department's activities

in international trade, economic, and investment matters --

and is an active participant in U.8. represantation in GATT,
OECD, UNCTAD, ILO and other multilateral deliberations and
negotiations. The Assistant Secrstary establishes and super-
vises the implementation of the Department'’s interagency policy
role in such organizations as the NSC, STR, and the NAC,
particular responsibility for MTN implesentation and TPC
mo ~

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. ’

The specific programs and activities for which this Assistant
Secretary is responsible are detailed on the following pages.
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TRADE AGRTEMENTS

The Trade Agreements unit is the primary sosrce of :rade policy
developmant and support within the Department 3. Trade and
Commerce., It identifies xey trade policy issues and develops
Departmental positions. A major responsibility of tnis entity
ie implementation of the MTN and othsr trade agreements for all
non-ag-icultural matters.

Tr»de Agreements' activities include implementaticn and
monitozring of MTN tariff and nontariff aj:eements, a3 well as
investigation and resolution of problems in foreiyn country
application of those agreements, Another function is the
development of informztisn and cases arising uncder the MTN,
inciuding the operation of the Trade Compiaint Centar, the
central contact point to which business will bring complaints
ané prcothlems regarding MT'! and other trade agreements, and
where the private sec:or will receive advice as to the recourse
and remedies available =c them., Operation Of tne privace
sectdr advisory process (ISACs® under the expanded ccope of TPL
coverage--including investnent, Zast-wWes%t %trade, etc.--in
aiditicn %o trade agreexents, (s administered hare,

In the imporsc relief =

2zea, Trade Agreements (1) provides
ec2ff analyses to be usel

{ by the TPC -~ reviewing and
zonsidering section 221, 201, 406 inpcut relief cases; [2)
monitors relief actions; and {3, de.:.0ps Departmental pclicy
on orderiy mazketing agreements,

Trade Agreements develops a cont ... ng prograan of examining
post-MTH issues for nego<tiaticn . - ccnsaltation, identifyiug
ané cataloguiny foreign tracde practices, such 2s thcsea
affecting Lrade in "services.™ 1t recommends pclicy objactives
for Departmental officials to present in interagency arnd
international forums. 1In addition, it develiops plans for
educating the U.S. business community on general and specific
trade opportunities resulting from the MTN.

Another major function is participation in, anéd, as
appropriate, leading negotiations and/or renegotiation ol
bilateral and mulctilateral trade agreements, such as the
expansion of MTN code agreements, commcdity agreements, orderly
marketing agceements, intvernational sector agreements, etc.

Other activities include the erxamination of U.S5. access to raw
materials and other resources located abroad and the
recommendation of appropriaze U.S. action in this areaz.

This unit will consist 2f 75 persons.
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PINANCE AND INVESTMENT

This unit develops and implements policies and examines laws,
regulations, and institutions in the financial and investment
areas to determine their effect on U.S. trade and investment
flows. 1t recommends changes in these to improve the U.S. trade
position, and it monitors aid analyzes inward foreign invest-
ment in the United States.

It represents the Department in international finance and
development assistance affairs, especially those affecting
export expansion. This includes providing analyses and staff
support for Departmental representation on the National
Advisory Council (NAC) and other bodies dealing with export

finance, export guarantees and credit insurance, and bilateral
and multilateral aid loans.

It examines the effect of U.S. tax laws and practices on U.S.
trade competitiveness (DISC, foreign tax credits, taxation of
U.S. overseas personnel, etc.). It cond <ts comparative

analyses of foreign tax practices, and ma‘es recommendations
for changes.

Representing the Department in matters relating to U.3. direct
investment, it analyzes investment trends and consultz with
business on U.S. regulations and international practices affect-~
ing investment. It recommands actions in bilateral, multilateral
negotiations on investment. It develops positions on multi-
national corporation (MNC) issues, providing staffing for
Departmental participation in MNC code issues and investment
disputes. It advises on programs, policies and legislation
affecting investment abroad and analyzes the balance of paynments
effects of such investment.

It analyzes transactions of domestic and international trade
financing institutions from the perspective of effects on U.S.
trade. It compares U.S. practices with foreign practices and
recommends changes in U.S. practices. It also provides staff
support for Secretarial membership on Export-Import Bank Board.

It develops recommendations to improve the access of U.S.
service industries to foreign markets, representing the
Department at interagency and international groups dealing
with aviation, sea and multimodal proposals.

' It operates statutory programs to wmonitor and analyze foreign
investment in the United States. It identifies problems and
recommends remedial action as necessary.

The Finance and Investment unit will include 55 persons.
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POLIZY PLANNING AND ANALUSIS

This unit conducts resear:-h 2nd analysis on U.S. traje and on
all factors affecting future tragde prospect evelosping

policy recommenda:;oﬂs tu enhance the int -na¥lonal .rade
competitciveness of the United States. It ‘s the prircipal

source within the Departwen* for cdevelcpin csitiorns on
international pcsitive aajus cment DO;--&“S and on international
sectoral issues. On the basis of its ~wn ressarch =anl analysl:z

as well as that c£ the new Bureau of ‘ndustr.al Analvsis (BIA!
and other parts of the Government, this unit forecas+s fusura
trade trends and is responsible for developing longer term
policy options for U.S. trade and investmen-.

In conduczting policy analyses of positive aijustment issues and
international sectoral issues, i+ draws on the nicro-scononic
and industry analyses of BIA, using thess s+ulies and dzta
along with other information to formulate and evaluate policy
options and to recommend policy positions. It develilcps
pos;*zons to take cn international positive adjustment policies
in the OECD and othexr forums, it focuses on sectoral issues
related to MTN implementation and to other trade and 1nvestnent
agreements and policies, and it participates in or heads U.
delegations to international meetings concerned with sec:ctal
or positive adjustment issues.

In surporting the development of faster U.S. export growth and
a stronger competitive position, this unit examines the effects
of trade incentives and Jdisincentives cf the U.5. and other
governments. 1t serves as the central contact poinct for
collecting and evaluating information cn the likely effects c£
changes proposed to improve the U.S. export pcsiticn, develop-
irg policy options and recommendations.

It also forecas®s longer-term trade developments, with particular
emphasis on identifying future tracde problems that Will face the
United States. 7Tt identifies longer~run <rade and inves+ment
policy objectives, basiny these on its forecas+s and 1t3 orec
of research into U.S. trade and the factors a‘fnr*:~~ v.s. T¢
petitiveness., It eavaluates the effect_vensss of U. Tr a
investiment policies and compares these witn ‘ajsr ~'~:e:'

nations. It uses mathematiTal medels to simula <
of future pelicy aiternatives, and provides th
work for tride rclicies and pr

O
]
al
i
23
t

The Pol;.y ?lanninc and Analysis
computerized data bases and provii
economic statistlics to other parc
J.5. business

Tids unit will incliude 7C perscons.
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TEXTILES A5 APPAIZIL

The Tex=zilesgs and Aapparel urnit =5 ths orzanizasiun in Trace

and Comrerce that is resgonsidle for the econcric well-being

of the U.S. textile and apparel infus:ries, domes=ically and
internationally. Its major effores incliude negotiating bilateral
textile ani apparel impcrt restraint agreements:* monitsring
imports from 2contralled (agreement! cocuntries and uncontrolled
countzies, proviling staff and technicsl suppeort te whe Commitize
for the ;mp*eme“-atxhn of Textile Agreements (CITA;): and,
promoting the expansion 2% exports of textiles and apparzl.

This unit prepares =onthly perfcrmance reposrts which show

impcrts compared tO restraint levels for each biliateral agree-
ment country. Froblems of implementing the agreements are
analyzed and brought tafore CITA £for resolutisn. 7Tnos unit

makes special tables and analyses used by the U.S. nejotiators

of textile and apparel agreements. TO accomplish this, it
gathers and reports basi:c statistical 2ata on impcrts. I+
prepares monthly reports on the overall xrpo—“ plcturs, compgaring
current monthiv data with pricr years. It is concerred with

monitoring imports from uncontolled countries. I+ classifijes
problems arising under agreements and zra:ins foreign -~fficials
in U.3. classification procedures.

In addition, this unit provides current econonic data and
analyses of conditicns in the Jdomesti> textile and apparel
markets, including the impact of imporcts on tnes: markxets. It
is responsible for the textile and apparel expnirt expansion
progran and, in conjunction with the STR and other cr an;zations.
reduction of non-+ariff barriers. Finelly, it provid
structural assistance tc zhe indus<r’ in the form =f -
technology, researcn and developrerntz, anid managdement ain.ng.

(ke 1 Yo}
L3

]

The Textile and Appar<l unit wlll nave a staff I 47

* This 15§ cone a2 parst of neqotiiting tezre mads i of State,
Labor, and hua.:2d kv the Chief Teutile Negotiazcr £rorm the
Cffice ¢ the :p-c;al Trade Hepresentatiie.
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My Hontox. With reg: ard to the char el e e vhe Turey g
this enclosure. T think thi< i- very lwllm... You do indieate the i
bers thar you exvect will he in the Department.

Is there an overall Hgure for e numbers that ave l=red here? T
have not el toadd them Hp.

Mrs, Kreees, Our rongh estimare i< about 2,500 people in the trade
area under the Under Secretary for Internationa? ‘Trade,

Mr. Hoxrox. Other than the new Depury Secretary and the two nesw
Assistant Seervetaries, do vou think vou will need any inore porsonnel £
These personnei bvmu' transferred are [wn])l-' who are now on howvd.
but do vouwexpeet that you will need nore !

Mrs. Kuer<, There s some net adidition necessary, Let v n-ig Mo
Moyer to vespond. It is siali, hut there is some Inervense pesessary

My Mover, And itis, Congressnua, primarily at this time asoel it
with those new positions that vou identitied. We think. at this tine,
the number i auite small, Theve i< not aoticipated, apart fron -
fers and nterna reorganizing abd reprograming, oo need foroaddis
tional rezources or persons.

Mr. Horrox, I thiz chart the proposed i!ztm-n:z! orguiiztion to
accompli=l the purpeoee of the mm";:..r‘iy 1rion plan £

Mrs Keers, Yesosiv This is the pla we deve lmu . We hive worked
1t through with OMD to sati~fv not onlyv o pecis ws e wonhd woe
them, bur also 1o inesh with the agreenent I OMD as 1) whar Lo
resources we conld have,

Mr. Honron, Is there acurrent organization chavi, thut ron candd
give us Tor comparizon witho this chart that you are projsing sove !

M=, KREP~, Yes:we have o trade agein AN lun' wlneds is u:np:o‘.‘:ﬁ'n}w
to this but much =maller and mueh les~ elaborateiv faid our, We can
submit thar.

Mr. Horrox. I think that would be Lielprul for us to inelude 1 our
record. especially i the report, so that Members can see what i being
done. In other words. what vou have furnished us here is a iist of
functions, bureau-. and orgunizations under the Under Secretary for
International Trade.

Mirs, Krers, All right.

Mr. Brooxs. Without objection. it will appear in the vecord at this
point.

[ The material follows :]
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MG Howros, One of tae erithbans o the plos b that i dees splie
poiiey wd aplementation, This coutd vrove bl Cor S ean’
Do anorgs !.iz:nimm? arratoeiien whion o woald st a0 sesated
“oass the LockT atnid

Just how d'» Vol pal cive Comneree’s vate visan-vis the Trade Toe-
Pesentut e snde scenie b o e o el to o e Tn the Tk

M-, h}.u‘s. L was planning v e~ SRR NI ARTHRN PO UG S
p;ll'th.'ni:t Puesiion,

\I‘lt b J':‘:r Daen ot T nf'lw eha) ity of ) T Y ."1-’ AN ):’». :;.~"‘T.lii()fx.
I do think it i overstated beewase, as Moo Melnivm eraptis iz, thove
Are han agencies 2 the Ciovernne i Bt s et et
teande sntters, B lstne fucction of e DSTEPR to s dinnte those dif-
ferent interest~,

Athougl Mu, Axkew wonld v Berrer to thiss B g Dy under-
mmdin-' thatt e wonbi be Cie coordinnsn s e wonnd be Ui timal word

on poliov. Butas furas Conmneres s concernedu 1 prowioas aoe cltey
spocitiod l)} tho recvaanzaton pheyor ave aanedoted B b l:- HIREIRN
Instances, the progratss tiet W sy ot are cleae s delieaned in tha
fashion,

We have the oxnort oaninistration Dmetiong we il Dnve countoy
\'15131‘;'. .'H!Tilh'll)l':’d._': et I THose INstaiees, The finan 2 ~!;u_z-1¥|f.-
Iy realiy isowith e Weare panneiated to tase v'v:‘!:ii:z petrons and
We e responsisie ta the Congress Tor those aetin
If. evern i those cisesoa anestion af overal! ‘ml.c,\' Wele invalved.

:’i‘

[
+
L

N

that poliey senssion wondd tise plice Ve dnstization o
STHRD A Sntersegaies diconsslon wontl o then b Drovohyt 1o eat, as
@ natter of polioveand e e wonthd b recoisiere Do | proriis
resubinitted to the Congress for consideration,

My, Honreoxo Az ore of tnose who by worked very ‘n;'({ Wil
the plan. do vou feel that this iz ¢ workable solution 1o the probien
of trying to nercase and ke more vidhie owr e de ;nf'vu! A=

Mp= Kupes, 1think o, Tohink iods o geod plon,as eone plan, whiech
do-~ a< Huth fragmentation as we ean possibiv ger by with and stin
do the coordinating job that 1= required,

We ares by o very natres frageentedoond T da sk dhis pian
does the very best possible job o1 puliing 1t together, o oing i? (it
ton. and assigning ~pecitic respons<ihilities ta specifie p uml TR
never get over the process of con=ntation wind comndination, of o

Mr. Howrroxo A T understoad it from the answers 1o Moo M
Intyre gave to the gquestion that T oasked hine—wiieh 1o o0 o
heard Doeanse vou were m the room at the time—T envisioned 1 e
Trade Representative would have o verv meaningful snd oy o
tant raje with recard to the determination and aetual necorian
many of the policies thar relate to trade.

Do von see that thic 1= going to create any friction bt
Trade Representative and the Sceretary of Comneree £ T s nor i
ing abiout individuals hut Mr. A=kew. T am sure. will poss alore, o
he will be succeeded by omeone else. and vou will he leaving -"‘!""V. :
there will be another Seeretary: we will e denling with dieee e -
sonalities. What T ani cone erned ahout is whother or not 1 v oorsa-
nization 1s going to create a situation i whiel: vou wibl '
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antagonisms and problems that are going to make it unworkable. Or
do you see it as something that the Secretary, whoever it happens to
be, will be able to work ?

Mrs. Kreps. I think this plan will improve immensely the ability of
these two people to work together hecause the plan lays out the duties
that each is to pursue.

There has been. I think, more friction in the past than there will
be after this plan is in effect.

Mr. Horrox. T am worried—as I am sure vou are—that in the
future we have to be even more concerned about promoting our prod-
ucts and making sure that we sell them abroad, at the best possible
price.

Do you feel that the Commerce Department will have an aggressive
attitude in this respect, and do you feel that this plan will help in
this respect ?

Mrs. Krers. The Commerce Department has had a very aggressive
stance vis-a-vis exports for the past year and a half. It was our De-
partment that pushed for a national export policy. and it has been onr
Department that has led the drive to focus attention on the need for
exporting. ]

I think the plan helps us to move ahead in that regard. Tt gives
us programs. it gives us additional resources, and it gives us a clear
line of authority. Therefore, I think it will be helpful, however T must
again say that we had already embarked npon an export promotion
plan that is, to my knowledge, the strongest the Department has ever
had.

Mr. Horrow. Thank you very much. )

I do have some additional questions that T would like to submit to
you and ask that you supply the answers in writing to be included in
the record.

Mr. Brooxks. Without objection. they will be included in the record
at this point.

[The material follows:]
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QUESTIONS SUBMITTED BY MKR. HORTON

Besides the Commercial Attaches, how many people will
actually be transferred from one agency to another?
Will you supply us with a detailed list of the number

and fronm what agency they will be transferred and to
where?

In addition to the commercial attachzs from tha State
Department, we expect that about 219 positions will

be trarsferred from Treasury to Commerce: (1} 13 from
the Office of Tariff Affairs; and (2) 205 from the
Customs CVD/AD investigative unit. The investigative
unit figure includes the 130 positions Congress
recently approved to handle the expected growth in th=s
countervailing and dumping cassload.

Up to 15 positions may be transferred o USTR fron
State and up to 5 positicns may be transferred to
USTR from Treasury.

This is 2 guizstion regz i
of Comrercs, I assure
cf Commerce Losition is
2 title chanse with the
numb2r “wo person at th
it is not clzar. Usual
as "the Deputy shall ac -

tary" or the like, but
explain the new position.

The new Deputy Secretary oI s il T
second-ranxing official of DayparsTent Lo
of the Reorganization Plan No. 2 of >3350 I
the Secretary to delegate any functlizn & Liane
that this is adeguate authority for the ot
designate the Deputy Secretary as 52IZ-7cC R
official. We expect that an aprropriat. S
delegation will be issued when the Sirse ot

Secretary takes office.
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QUESTION:
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In the Message it is very clear that one of the new
Assistant Secretaries of Commerce will be for "Trade
Administration” and the other for "Export Development."
Yet, in the actual Plan, these titles are not assigned.
Can you tel