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PRESIDENT OBAMA’S TRADE POLICY AGENDA

WEDNESDAY, FEBRUARY 9, 2011

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
WASHINGTON, DC.

The committee met, pursuant to notice, at 10:08 a.m., in Room
1{100, Longworth House Office Building, Hon. Dave Camp pre-
siding.

[The advisory of the hearing follows:]
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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

Chairman Camp Announces Hearing on President
Obama’s Trade Policy Agenda

Wednesday, February 02, 2011

House Ways and Means Committee Chairman Dave Camp (R-MI) today an-
nounced that the Committee on Ways and Means will hold a hearing on the status
of President Barack Obama’s trade policy agenda. The hearing will take place
on Wednesday, February 9, 2011, in 1100 Longworth House Office Building,
beginning at 10:00 A.M.

In view of the limited time available to hear the witness, oral testimony at this
hearing will be from the invited witness only. The sole witness will be United States
Trade Representative Ron Kirk. However, any individual or organization not sched-
uled for an oral appearance may submit a written statement for consideration by
the Committee and for inclusion in the printed record of the hearing.

BACKGROUND:

International trade has been vital to U.S. growth and prosperity in the post WWII
era. The United States is the world’s largest economy, manufacturer, and trader.
The future success of American workers and business, and the growth of America’s
economy, require continuing America’s strong commitment to finding new markets
and expanding existing ones for U.S. goods and services.

The United States signed trade agreements with three close allies in 2007—Co-
lombia, Panama, and South Korea—and all three are still awaiting Congressional
consideration. The independent U.S. International Trade Commission (ITC) has esti-
mated that the combined effect of the three pending trade agreements would in-
crease U.S. exports by at least $13 billion. President Obama has repeatedly stated
that increasing U.S. exports by 1% could create 250,000 jobs. The ITC has also esti-
mated that implementing the three pending agreements would increase U.S. exports
by at least 1%. The hearing will provide an opportunity to address the resolution
of the outstanding auto issues in the U.S.-South Korea trade agreement and to dis-
cuss plans and timetable for consideration of all three of the agreements. The hear-
ing will also provide an opportunity for the Administration to explain its response
to China’s trade restrictive practices and non-tariff barriers that prevent U.S. com-
panies from competing on a level playing field. The hearing further provides an op-
portunity to monitor progress in areas such as the National Export Initiative, the
Trans-Pacific Partnership negotiations, the Doha Round of World Trade Organiza-
tion negotiations and WTO accessions, as well as other efforts to open new markets
to U.S. agriculture, goods, and services and address bilateral and multilateral trade
disputes and concerns.

In announcing this hearing, Chairman Camp said, “In these challenging eco-
nomic times for Americans, opening new markets to U.S. exports provides
a proven way to fuel economic growth, create well-paying jobs here at
home, enhance consumer choice, and raise our standard of living. An im-
portant first step is to consider all three pending trade agreements in the
next six months. In this increasingly globalized economy, we must work to-
gether to maximize American competitiveness and prevent us from falling
behind. I look forward to hearing Ambassador Kirk in his first appearance
before the Committee as he lays out the President’s trade priorities.”

FOCUS OF THE HEARING:

The hearing will focus on current trade issues such as: (1) the pending trade
agreements with Colombia, Panama, and South Korea; (2) addressing the full range
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of issues impeding American companies from selling U.S. goods and services in
China and distorting trade flows through unfair trade practices; (3) the ongoing
Trans-Pacific Partnership negotiations; (4) the prospect for trade expansion in agri-
culture, industrial goods, and services through the Doha Round negotiations at the
WTO and the issues surrounding Russia’s efforts to accede to the WTO; and (5)
management of trade disputes and concerns and other trade issues.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear-
ing record must follow the appropriate link on the hearing page of the Committee
website and complete the informational forms. From the Committee homepage,
http:/lwaysandmeans.house.gov, select “Hearings.” Select the hearing for which you
would like to submit, and click on the link entitled, “Click here to provide a submis-
sion for the record.” Once you have followed the online instructions, submit all re-
quested information. ATTACH your submission as a Word document, in compliance
with the formatting requirements listed below, by the close of business on
Wednesday, February 23, 2011. Finally, please note that due to the change in
House mail policy, the U.S. Capitol Police will refuse sealed-package deliveries to
all House Office Buildings. For questions, or if you encounter technical problems,
please call (202) 225-1721 or (202) 225-3625.

FORMATTING REQUIREMENTS:

The Committee relies on electronic submissions for printing the official hearing record. As al-
ways, submissions will be included in the record according to the discretion of the Committee.
The Committee will not alter the content of your submission, but we reserve the right to format
it according to our guidelines. Any submission provided to the Committee by a witness, any sup-
plementary materials submitted for the printed record, and any written comments in response
to a request for written comments must conform to the guidelines listed below. Any submission
or supplementary item not in compliance with these guidelines will not be printed, but will be
maintained in the Committee files for review and use by the Committee.

1. All submissions and supplementary materials must be provided in Word format and MUST
NOT exceed a total of 10 pages, including attachments. Witnesses and submitters are advised
that the Committee relies on electronic submissions for printing the official hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. All submissions must include a list of all clients, persons and/or organizations on whose
behalf the witness appears. A supplemental sheet must accompany each submission listing the
name, company, address, telephone, and fax numbers of each witness.

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—225-1721 or 202-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

Note: All Committee advisories and news releases are available on the World
Wide Web at http://lwww.waysandmeans.house.gov /.

————

Chairman CAMP. Good morning. The committee will come to
order. We are opening the hearing on President Obama’s trade pol-
icy agenda. I want to welcome everyone here, and also extend a
special welcome to our guest, United States Trade Representative
Ambassador Ron Kirk.

Ambassador, this is the first time you have been invited to ap-
pear before this committee, so we are looking forward to a thorough
discussion of the Administration’s trade policy agenda, and particu-
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larly the path you see forward on the three pending trade agree-
ments.

International trade has been a cornerstone of United States for-
eign policy for the past 60 years. We must have a robust trade
agenda to ensure our economic future and create U.S. jobs. While
the President has often spoken about the merits of trade over the
past 2 years, there is little to show for it. The American people are
demanding more and more, and deserve more from this Adminis-
tration when it comes to the job-creating potential of our trade
agreements.

Now, we have seen some steps in the right direction in recent
months, and I appreciate your work and the President’s work on
the South Korea agreement. But there is much more we need to
do, and I fear we are ceding our influence and authority to the Eu-
ropean Union, China, and countries that don’t have our best inter-
ests at heart, diminishing our influence on the international econ-
omy, foreign policy, and security issues.

Most pressing on the trade agenda are the pending agreements
with Colombia, Panama, and South Korea. As I noted, the Presi-
dent’s leadership has helped move the South Korea deal forward.
But there has been no similar action with regard to the Colombia
and Panama agreements.

Where is the path forward for these agreements? Why isn’t there
a clear identification of the outstanding issues, an outline of rea-
sonable steps that must be taken to address those issues, a time
frame for resolution, and a commitment to action?

While the President made positive reference to completing the
agreement with South Korea in his State of the Union address, Co-
lombia and Panama were mentioned only briefly, almost as after-
thoughts, with no action plan or commitment, characterizing them
as items the Administration intends to, and I quote, “pursue.”

But we already have trade agreements signed three and a half
years ago. And Ambassador, I hope you will provide clarity on what
the President meant and lay out today a concrete timeline for con-
sideration of all three agreements. And as I have said repeatedly,
I would like to see all these three agreements considered by July
1st.

And frankly, the lack of commitment on these critical, job-cre-
ating agreements is hindering the rest of our trade agenda, most
notably ATPA and TAA. The President’s unwillingness to engage,
especially on Colombia, has ground everything else to a halt and
our workers are suffering as a result.

The Administration’s strategy makes no sense. These agreements
are important to U.S. strategic and economic interests, and they
will help support jobs here in the United States—250,000 jobs, ac-
cording to the President’s own measure. And given that our unem-
ployment rate has been at or above 9 percent for the last 21 con-
secutive months, we must explore all possible opportunities to sell
tso the world and create and support existing jobs in the United

tates.

I am equally concerned that the failure to move these agree-
ments will severely disadvantage U.S. business, workers, farmers,
and ranchers who now sell their products in these markets. Other
countries recognize the value of these markets and are signing
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agreements that lower barriers for their exports and seize our op-
portunities.

In addition to our pending trade agreements, we must focus on
enforcing our rights worldwide. Take China. It is now our second-
largest trading partner overall and our third largest export market.
While China presents the potential of 1.4 billion customers for our
exports, China purposefully impedes market access for U.S. goods
and services, and blatantly steals the intellectual property of Amer-
ican businesses. The litany of China’s trade-distorting policies is
deeply troubling and cannot be allowed to stand.

Part of our strategy for addressing these issues should include
resumption of our bilateral investment treaty negotiations. I
strongly support the Administration’s efforts to promptly conclude
an ambitious Doha Round of negotiations at the World Trade Orga-
nization, and hope that renewed efforts over the past few months
will lead to success.

I also strongly support the Administration’s efforts to negotiate
the Trans-Pacific Partnership. I hope the President will be able to
conclude a high standard agreement when he hosts the APEC lead-
ers in nine short months. Such an agreement would show our com-
mitment to the fast-growing Asia-Pacific region as well as create
American jobs by opening markets. A robust trade agenda puts
U.S. business, workers, farmers, and ranchers back on the offense.
Let’s seize this opportunity.

I look forward to hearing your testimony, Ambassador Kirk, on
the Administration’s ideas on how to kick-start the U.S. trade
agenda. I will now yield to the ranking member, Sandy Levin, to
make an opening statement.

Mr. LEVIN. Thank you, Mr. Chairman, and welcome, Ambas-
sador.

I am disappointed that we start today’s hearing without action
to extend the Trade Adjustment Assistance program scheduled to
expire in just a few days. TAA has been a good-faith effort for near-
ly 50 years to assist workers who have lost their jobs through trade
and globalization.

As a result of the 2009 reforms, an additional 170,000 workers
are eligible for TAA, which will help them secure new good-paying
jobs. Starting Tuesday, tens of thousands of displaced workers in
our country will be affected, and I strenuously urge my Republican
colleagues not to let this vital program lapse.

Congressional Democrats have been actively working to shape a
new trade policy that is responsive to the changing dynamics of a
global economy. We rejected the passive hands-off approach of the
last Administration by embracing expansion of trade in ways that
assess its impact and broaden the benefits from expanded trade.

Carrying out this new policy, we succeeded in pushing for the in-
clusion of enforceable worker rights and environmental standards,
beginning with their incorporation in the Peru FTA. We have
fought for vigorous enforcement of basic rules of competition with
our trading partners. We have insisted that trade must be a two-
way street, not a one-way street, in critical areas of trade.

This is in sharp contrast to the approach of the last Administra-
tion, whose view was that trade was good in and of itself and that
more trade automatically was better, regardless of its terms. As
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President Obama responded, and I quote, “We just went through
a decade where we were told that it didn’t matter. Just keep on im-
porting, buying stuff from other countries, and everything is going
to be okay. But it was built on a house of cards.”

The Obama Administration has undertaken a vital effort to im-
plement a new and improved trade policy, for example, a commit-
ment to the enforcement of existing trade agreements and trade
laws. That was clear from the China safeguard action on tires. The
previous Administration, on four occasions, refused to use that
safeguard. Recent data indicates that the safeguard action has
helped to make possible an increase in U.S. production and employ-
ment in U.S. tire manufacturing.

The commitment to enforcement is also clear from the filing of
the first case ever on labor provisions in the trade agreement with
Guatemala.

A commitment to two-way trade was embodied in the President’s
insistence that we go back and change the Korea Free Trade
Agreement to finally knock down the barriers there, where auto-
motive trade accounts for 75 percent of the $10 billion U.S. trade
deficit with Korea. This would not have happened if the Repub-
licans had succeeded in their earlier insistence that flawed agree-
ments be approved.

Likewise, in the case of Panama, the Administration pushed for
an agreement to address Panama’s status as a tax haven, and we
understand Panama is working to ratify and implement that agree-
ment now. This Administration has also been working on efforts
started several years ago to ensure that Panama’s labor laws com-
ply with basic international standards and with its FTA obliga-
tions. Because of our efforts, there are now important labor law
changes pending before the Panamanian legislature.

With regard to Colombia, as we have pointed out repeatedly and
as indicated consistently in the State Department and ILO reports,
there are serious outstanding issues relating to the Colombia FTA.
Colombian labor laws fall short of ILO norms, and workers struggle
to exercise their rights to associate and collectively bargain.

Persistent problems include abuse of cooperative and other forms
of contracting, employers’ direct negotiation with workers when
unions are present, and prohibitions on the right to strike. More-
over, enforcement of labor laws is weak.

Union worker violence in Colombia remains unacceptably high, if
not the highest in the world. Limited progress is being made in the
investigation and prosecution of those responsible. Additionally, re-
ports indicate that threats against union workers and others have
increased. To date, there has been little concrete action to date to
pursue these cases.

As I observed during my five-day fact-finding trip in Colombia
last month, the new Santos administration has now articulated a
different approach from its predecessor that provides an oppor-
tunity for serious discussions between the two governments on
these concerns. But we should be very clear that the burden is on
the Colombian government to act and address these concerns that
have been made abundantly clear to them for years. The only ade-
quate measuring stick is progress on the ground.
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There are other areas where I believe we can do more to change
U.S. trade policy. Mr. Camp, the chairman, has talked about Chi-
na’s distorting, trade-distorting policies. I also urge that the Ad-
ministration take a more assertive stance to address China’s cur-
rency manipulation.

As I conclude, let me just say that we are already taking action
on many fronts. Republicans have expressed impatience with
changing U.S. trade policy and have called for us to return to the
failed policies of the past and approve flawed trade agreements.

So let me be clear. We will not go back. Thank you, Mr. Chair-
man.

Chairman CAMP. Thank you.

Today we are joined by Ambassador Ron Kirk, the United States
Trade Representative. Prior to his work in the Obama Administra-
tion, Ambassador Kirk had a distinguished career in both the pri-
vate sector and government. Notably, he was the mayor of Dallas
from 1995 until 2001, at which time, I should add, he saw first-
hand the benefits of trade agreements and was a strong proponent
for NAFTA.

Ambassador Kirk, we welcome you and look forward to your tes-
timony. I would ask that you keep your testimony to 5 minutes.
And Mr. Ambassador, your full written statement will be made
part of the record. And you are recognized for 5 minutes. Welcome.

STATEMENT OF AMBASSADOR RON KIRK, UNITED STATES
TRADE REPRESENTATIVE

Ambassador KIRK. Thank you, Mr. Chairman and Ranking
Member Levin, members of the committee. It is indeed an honor
for me to have an opportunity to visit with you today.

In his State of the Union address, President Obama told America
that the future is ours to win if we rise to the consulting. To com-
pete for and win the jobs and industries of the future, America
must out-innovative, out-educate, and out-build the rest of the
world.

USTR is doing our part to keep America globally competitive,
and our work is producing results. U.S. goods and services exports
through the first 11 months of 2010 were up $239 billion over the
same time period in 2009, and we are on pace to reach or exceed
President Obama’s National Export Initiative goal of doubling ex-
ports by the end of 2014.

To ensure that American firms continue to generate jobs and eco-
nomic growth, opening global markets and efficient America’s trade
rights must remain key components of our economic recovery effort.
After extensive consultations with the business community, with
labor, Members of Congress, in December we concluded a U.S.-
Korea trade agreement that is better for America’s auto industry
and better for America’s auto workers, and it is winning wide-
spread support here in Congress.

To bring home its promise, which is billions of dollars in exports
and tens of thousands of jobs here at home, the President will sub-
mit the U.S.-Korea trade agreement to Congress in the next few
weeks, and looks forward to working with you to secure its ap-
proval this spring.
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But we aren’t going to stop there. With that same engagement
and cooperation, we want to work to address outstanding concerns
relating to the Panama and Colombia trade agreements. If we are
successful, we will move these forward as well.

I can tell you today that the President has directed me to imme-
diately intensify our engagement with our partners in Colombia
and Panama with the objective of resolving the outstanding issues
as soon as possible this year, and bringing those agreements to
Congress for consideration immediately thereafter.

But I must make it clear. There remain serious issues to be re-
solved before these agreements can be submitted for congressional
consideration, and some of these issues go to our core U.S. values
and interests, such as the protection of labor rights. Any timetable
will be contingent on the successful resolution of these issues.

For example, with regard to Colombia, it will be imperative to re-
solve issues regarding laws and practices impacting the protection
of internationally recognized labor rights, as well as issues con-
cerning violence against labor leaders and the prosecution of the
perpetrators.

Colombia and Panama have begun to take important steps, and
we think that is a good signal. But more remains to be done. We
will be consulting closely with you and major stakeholders, includ-
ing labor and human rights groups, throughout this process.

We will not be left behind, however, as others open markets and
take our market share. The President has made one thing abun-
dantly clear, however. We will not sign agreements just for agree-
ments’ sake. They must be enforceable and of the highest standard
and in the interests of America’s workers, farmers, businesses, and
entrepreneurs.

In the Trans-Pacific Partnership, now the world’s most dynamic
regional trade negotiating market, we are moving forward to
unlock the Asia-Pacific through a 21st century trade agreement. In
the Doha talks, we seek an ambitious outcome in which all coun-
tries, including the advanced emerging nations, provide market ac-
cess commensurate with their global economic roles.

And our efforts to bring Russia into the World Trade Organiza-
tion will include working with you this year to grant Russia perma-
nent normal trade relation status so that U.S. firms and workers
fully benefit from Russia’s accession to the WTO.

This year, the United States will host the 21 economies of the
Asia-Pacific Economic Cooperation Forum. With them, we will work
to make it cheaper, easier, faster for our firms to trade in a greener
regional economy. And we are doing the same with our partners in
Europe and throughout North America.

Aggressive enforcement will continue to accompany these efforts.
We have kept our promise to hold our trade partners accountable,
from steps to address a harmful surge of Chinese tires, to impor-
tant wins at the WTO for our aerospace and agricultural sectors,
to the first labor enforcement case ever brought under a U.S. trade
agreement.

Our agenda will only succeed if we make clear to the American
public what is at stake in global markets and if we keep faith with
America’s workers, including renewing trade adjustment assist-
ance. We are also asking Congress to keep faith with some of the
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world’s poorest economies and create American jobs by renewing
the generalized system of preferences in the Andean Trade Pref-
erences Act, and let’s do so for a longer period of time than a few
months.

I believe, Mr. Chairman and members of the committee, that we
can use common sense to find common ground on trade. And I look
forward to working with you, and I look forward to taking your
questions. Thank you.

[The prepared statement of The Honorable Ron Kirk:]

Testimony of Ambassador Ron Kirk
United States Trade Representative

February 9, 2011
House Ways and Means Committee Hearing
1100 Longworth House Office Building
Washington, D.C.

NOT FINAL — Updated Oral Testimony To Be Delivered 10am 02/09/11

Chairman Camp, Ranking Member Levin, members of the Committee, thank you for the
opportunity to testify before you today.

In his State of the Union address, President Obama told Americans that the future is ours to win
—if we rise to the challenge. If Americans are to compete for and win the jobs and industries of’
the future, we need to out innovate, out educate and out build the rest of the world. At the
direction of President Obama, USTR is helping to ensure that America excels in the global
economy. An aggressive trade agenda is strengthening our economic recovery. It is increasing
U.S. exports and leveling the playing field for U.S. manufacturers. And that is supporting better
jobs for American workers, firms, farmers, ranchers and service providers.

The President has said it, but it bears repeating: 95 percent of the world’s consumers live beyond
America’s borders. This is why opening global trade markets and enforcing America’s trade
rights are key components of our economic recovery effort. If we ensure that American firms
can sell their goods and services to more of those global consumers, they will realize their full
potential to generate economic growth and jobs here at home. If we insist that our trading
partners live up to their obligations, the market access we have won in those agreements will
support American exports and American jobs as it should. And if we keep working on a trade
policy that is more responsible and responsive to Americans’ concerns, we will keep faith with
America’s workers even as we expand our reach around the world.

Over the last two years, I've worked to listen carefully and then to act with deliberation. I have
heard from the California exporter who wants more access to the Asia-Pacific. [’ve heard from
companies in Colorado creating new and innovative products with global appeal. I’ve heard
from business owners in Florida who can grow with greater access to Latin America. No matter
the good, service, or agricultural product, this is the common theme: American firms want to
grow their business and hire more people with better access to foreign markets.

I’'ve also heard from those who are skeptical about the benefits of trade — from workers
concerned about past faitures to enforce our current agreements, about imbalances with the
world’s emerging economic powers, about competition from abroad and what that means for our
communities.

We have listened - and we have done something about it. This Administration’s trade policy has
been carefully crafted to benefit the factory worker and the farmer, the businessperson and

NOT FINAL - Updated Oral Testimony To Be Delivered 10am 02/09/11
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American families. We have moved ahead with an agenda designed to restore Americans’
confidence that trade can be forward-looking, fair and beneficial to American families and
American firms.

We have a lot to show for the past year. And this coming year also promises to be a productive
year for our trade agenda. Let me begin with some of our recent accomplishments.

After extensive work with you Chairman Camp, Ranking Member Levin, and many of you on
this Committee, in December, USTR concluded a U.S.-Korea agreement that is better for
America’s auto industry and workers. Thanks to your leadership and cooperation, KORUS is
winning widespread support with business, labor, agriculture, and services groups across the
country. The promise of this agreement — more than $10 billion in increased exports of goods
alone, and more than 70,000 American jobs — is closer than ever and is coming at a time we need
it most. The rest of the world is not standing on the sidelines. As they negotiate and implement
FTAs of their own with Korea, we stand to lose market share, which is why this is agreement
should be approved without delay.

We will not stop there. Iknow that many of you are eager to consider pending trade agreements
with Colombia and Panama. With the same engagement and cooperation, we will work to
address outstanding concerns relating to the Panama and Colombia trade agreements. If we are
successful, we will move those forward as well.

We will not be left behind as others open markets and take our market share. To compete, we
must access the world’s fastest growing markets on a level playing field.

But the President has made one thing abundantly clear: we will not sign agreements for
agreements’ sake. They must be enforceable and of the highest standard, in the interests of our
workers, farmers, and businesses. They must not simply replicate the templates of the past, but
build frameworks for the future.

This is our guiding philosophy for another critical objective: the successful conclusion of the
Trans-Pacific Partnership trade agreement, or TPP. With your help and support, in just over a
year the United States has joined the TPP, welcomed Malaysia and Vietnam as new TPP
members, and put this nine-country trade agreement on an ambitious negotiating schedule. We
are proposing new and challenging 21 century issues to our negotiating partners even as other
Asia-Pacific countries are clamoring to join TPP tatks. In just over a year, TPP has become the
single most important regional trade negotiation and the platform for economic integration in the
world’s most dynamic region.

In addition to TPP, we want to do even more in the Asia Pacific as we seize the once in nearly
two-decade opportunity to host the Asia-Pacific Economic Cooperation (APEC) Forum this year.
Part of our focus in our APEC host year will be practical and concrete steps to make it cheaper,
faster, and easier for U.S. small businesses to sefl American goods and services throughout a
region comprising more than half of global GDP and over 40 percent of the world’s trade.

NOT FINAL - Updated Oral Testimony To Be Delivered 10am 02/09/11
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In the World Trade Organization, we are working toward ambitious and balanced outcomes in
the Doha Development Round of trade negotiations. To move an agreement forward, we need
market access commitments from all countries — including the advanced emerging nations —
commensurate with their role in the global economy. We will continue our efforts to bring
Russia into the WTO — including work with Congress this year to grant Russia Permanent
Normal Trade Relations, so that American firms can fully benefit when Russia has the
responsibilities as well as the rights of a true trade partner.

We are also continuing to deepen our trade relationships with our North American and European
partners, including enhanced regulatory cooperation through the NAFTA and forums such as the
Transatlantic Economic Council. These efforts will better protect and inform our citizens while
enhancing the competitiveness of our economies.

We also play a critical role in the Administration’s eftort to strengthen intellectual property
protection and enforcement of intellectual property rights both here and overseas, through our
coordination of IP trade policy and our active participation in the Administration’s broader
Intellectual Property Enforcement Advisory Committee. We finalized the text of the Anti-
Counterfeiting Trade Agreement—a landmark new tool that strengthens international
cooperation and enforcement practices to fight counterfeiting and piracy.

Engagement with China—including through the Joint Commission on Commerce and Trade—
has been very productive, showing real results in addressing “indigenous innovation” policies,
improving intellectual property right protections -- including securing greater use of legal
software-- securing technology neutrality in the telecommunication and smart grid sectors, and
providing new opportunities for U.S. firms in the wind power market. Importantly, China agreed
to delink its innovation policy from the provision of government procurement preferences and to
cover sub-central entities in its next offer to join the Government Procurement Agreement.

It is important to note that we have much to show for our trade enforcement agenda, and every
intention to expand this important facet of a comprehensive trade policy. This Administration
promised to enforce our trading rights and hold our trade partners accountable. That is a promise
kept. Enforcing our agriculture rights has meant American ranchers are selling more beef to
Europe than they have in decades. We have successfully reopened Russia, Indonesia and China
markets to U.S. pork following the outbreak of HIN1. And we initiated the first ever labor
enforcement consultation under a U.S. trade agreement.

At the same time, we’ve continued to defend our rights in the World Trade Organization (WTO).
In December, the WTO upheld our right to take action to stop a harmful surge of Chinese tire
imports into the United States — a decision made by President Obama in September 2009 that has
helped to restore U.S. tire industry jobs. That decision came just two months after we won
another decision in the WTO, affirming our right to apply anti-dumping and anti-subsidy
remedies to China and other nonmarket economy countries.

We also won a WTO case against EU Subsidies to Airbus. In the largest case ever heard by a
WTO panel, the United States proved that more than $18 billion in subsidies conferred on Airbus

NOT FINAL — Updated Oral Testimony To Be Delivered 10am 02/09/11
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by the EU and member countries were illegal. And we are pursuing cases against discriminatory
barriers in China's electronic payments market to ensure our financial services companies can
compete fully in this important sector, China’s misuse of trade remedies in the steel sector and
China’s use of illegal subsidies to promote green technologies. This Administration’s
commitment to ensuring — through dialogue whenever possible and litigation when necessary ---
that our trading partners adhere to WTO rules is unwavering

These USTR accomplishments are all contributions to the Administration’s government-wide
National Export Initiative. Based on the most recent trade data, we are on pace to reach our goal
of doubling exports by the end 2014 — U.S. exports of goods and services through the first 11
months of 2010 were up 17 percent compared to the same period in 2009,

But we cannot rest. We must use the momentum from these many accomplishments to tackle the
work before us. That includes ongoing work to ensure that Korea fully opens its market to U.S.
beef and beet products and that more generally our trading partners adhere to international
scientific standards in agricultural trade.

That includes work to renew our trade preference programs — the Generalized System of
Preferences and the Andean Trade Preferences Act. These programs help foster economic
growth for the world’s poor and create well-paying American jobs here at home—they should be
renewed.

Finally, we must work together to support a comprehensive trade agenda that keeps the faith with
America’s workers and provides a long-term extension of Trade Adjustment Assistance
programs, which have helped so many Americans get back on their feet. These extensions should
be paid for in a way that maintains investments critical for our nation’s competitiveness.

I look forward to our dialogue today and to future discussions. By working together, we can use

common sense and find common ground on trade in order to create jobs and new opportunities
for American workers, businesses, farmers, and ranchers. Thank you.

NOT FINAL - Updated Oral Testimony To Be Delivered 10am 02/09/11

Chairman CAMP. Well, thank you very much, Ambassador.

As I listened to your testimony, I first want to say I appreciate
your comments on the South Korea trade agreement. It was signed
in June 2007. Korea is the world’s eighth largest economy. The
E.U. agreement with Korea is expected to be effective July 1st, so
I think your timeline of a few weeks is a very important one.

In terms of the other agreements with Panama having been
signed in June of 2007—they have signed this tax information ex-

change agreement—they recently signed trade agreements with the
E.U. and Canada.
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With regard to Colombia, it was signed in November 2006. Since
that time, our exporters have paid over $3 billion in duties to Co-
lombia. Canada will implement a trade agreement in June. The
E.U. is soon to complete. Colombia is our largest export market in
South America.

So with regard to those agreements, I appreciate the language
that you want to complete those by this year. But frankly, those
are statements I would have expected two years ago. We are seeing
other countries move forward dramatically. We are losing market
share in those countries as they develop trade relationships with
other places. We need specific, concrete steps.

Can you tell me what specific things or items need to occur with
regard to the Colombia and Panama agreements that would allow
the Administration to move forward?

Ambassador KIRK. Well, first of all, Mr. Chairman, let me as-
sure you we share your concern with respect to the competitive
market that is developing in South America and their very aggres-
sive efforts to sign other free trade agreements.

But we also share a very firm belief, and an unshakeable belief,
that the only way we can go forward in a manner that I think all
of us would like to is that if we work together collaboratively, just
as we did on the Korea FTA, and not just hear from those that,
frankly, want me to cut the gas line and put the pedal to the metal
and go forward; and not just those that, frankly, are stomping on
the brake and say, do nothing. We have got to find a way to find
common ground on some of those core values that, at least for the
Obama Administration, we won’t compromise on.

And we want to get these done, but we want to get them done
in a way that we address the underlying concerns about labor
rights. This is a little bit different than Korea in which, frankly,
we were addressing issues of market access. These are more funda-
mental issues.

But what we want to do, and what we will do, is intensify our
engagement over the next several weeks, I am sending a team to
Colombia next week. As you know, Ranking Member Levin, I
think, visited Colombia during the January recess. Finance Com-
mittee Chairman Baucus is going to go down. We will then meet
with all the stakeholders, human rights groups, and come up with
a workable plan, and sit down with our partners in Colombia to ad-
dress those.

Chairman CAMP. When you say “we,” are you planning to go to
Colombia and Panama as well?

Ambassador KIRK. I don’t know that I am going to go. USTR is
sending a team. I may go, and I may wait and see what the plans
are, as they evolve, for the President’s visit to South America later
this spring.

Chairman CAMP. Well, I guess my point was that the time for
generalities has passed, to say, we need to continue to work for-
ward on these. We really need specifics. And we need an action
plan of benchmarks that we can meet to move this forward.

I think these have languished long enough, really far too long.
And to the extent you can shed light on any specific items, I think
we would all be enlightened.
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Ambassador KIRK. Well, I want to do that, Mr. Chairman. But
we are using the same approach as we did last year when—I think
it was in June at the G20 Forum—President Obama directed our
office to sit down and negotiate with our partners in Korea. We
were able to do that in a reasonably efficient period of time.

We want to take that same approach with respect to Panama
and Colombia. The issues are different. As I said, in Colombia
there are longstanding concerns in terms of the rights of workers
and violence against union organizers. In Panama, we have made
good progress on a number of the issues in terms of addressing
some of their labor law concerns.

As I understand, they have worked with our Department of the
Treasury to address the issues of their having been labeled a tax
haven by OECD, and are moving on the tax information exchange
agreement.

Chairman CAMP. With Panama, is there anything left for the
Panamanians to do?

Ambassador KIRK. There are still a couple of concerns over some
recent changes to their labor law. But we have been in consultation
with the Panamanian government in trying to get those resolved
to our satisfaction.

Chairman CAMP. All right. Thank you.
Mr. Levin may inquire.

Mr. LEVIN. Thank you. Mr. Chairman, I think that your ques-
tion has helped to frame the issue. You said, “the time for general-
ities”. They weren’t generalities. The issues with Korea were very
specific.

The way it was negotiated did not assure access to the market
for our automotive goods. You worked on this. It was very specific.
They were shutting us out, shipping 500,000 cars a year. We were
shipping 5,000. Hyundai has 1500 dealerships here, I think. Ford
has one. Our automotive producers and their suppliers insisted
that trade be a two-way street. It was very specific.

If the Republicans had had their way, or the Bush Administra-
tion theirs, we would have approved the Korea Free Trade Agree-
ment essentially having a major part of our economy shut out from
their market when they had complete access to ours.

As for Panama, we started discussions. The issues were very spe-
cific. They related to the violation by Panama of basic international
standards, as outlined in our State Department reports and in the
ILO reports, in terms of worker rights, and its states as a tax
haven. We tried to work with them, but then they elected someone
as the Speaker of the House who had an arrest warrant out for him
for killing an American, and those discussions stopped. It was very
specific.

When it comes to Colombia, Mr. Ambassador has laid out the
areas where there are issues. And we have been discussing these
for years with the Colombians. The ILO and State Department re-
ports have spelled these out year after year after year.

Now, there is a new administration in Colombia which says that
it now wants to address these issues that were not satisfactorily
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addressed by the previous administration. And now the Ambas-
sador has said that there is an effort to see if common ground can
be reached.

So I think there isn’t a lack of specificity. There has been a lack
of a willingness to work with us to resolve basic important eco-
nomic issues.

Let me just ask you, if I might, Mr. Ambassador, about TPP and
proceeding. You intend to table something next week, do you, in
terms of TPP? And I think it is important we proceed, but in the
right way. There will be a tabling of some proposals next week?

Ambassador KIRK. Yes, there will. As you know, we have had
four rounds of talks. We are moving very aggressively to meet our
own goal, which is aspirationally, to craft a trade agreement for the
21st century with the highest standards in every area across the
board. We will be meeting in Chile next week for the first round
of more intense negotiations, and we will begin tabling proposals
in certain categories at that time.

Mr. LEVIN. Everyone should note that we have trade agree-
ments with most of the participants in TPP. It is the newcomers
in terms of a trade agreement, Vietnam and now Malaysia who
raise some important issues, not only in terms of worker rights,
which is important, but in terms of agriculture, et cetera.

And as we have discussed, I hope very much that before those
proposals are tabled, that there will be further consultations with
this committee regarding the specifics, including those relating to
investment.

Ambassador KIRK. We will. And we have—and I think as you
know, Mr. Chairman, we have had the most extensive consulta-
tions with this committee and your companion committee of juris-
diction in the Senate, as well as all of the stakeholders on TPP as
we have ever done before, and we will continue that.

But this is an opportunity in which, one, I think we have all ben-
efitted from the fact that we are starting with a blank sheet of
paper, so to speak. We aren’t burdened by some of the arguments
that have derailed some of our trade agreements in the past.

But it is an opportunity for the United States to be in the lead
in crafting the architecture for what we hope will be the most ad-
vanced trade-liberalizing free trade agreements in one of the most
dynamic regions of the world.

Mr. LEVIN. More consultation is needed. Thank you.

Chairman CAMP. Thank you. I just want to comment that I was
concerned about market access on the South Korea agreement from
the beginning. But that really sort of begs the question. I am not
really interested in why these agreements weren’t passed two and
a half years ago. I am interested in why they are not being passed
now, given all that has happened.

So with that, I will recognize Mr. Herger for 5 minutes.

Mr. HERGER. Thank you, Mr. Chairman.

I have a timeline here of key President Obama Administration
statements regarding the Colombia trade promotion agreement.
Unfortunately, I won’t have time to go through all of it in my 5
minutes. However, I will like to have it included in the record, and
I will just touch on some highlights.

[The information follows The Honorable Wally Herger:]
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-7 Questionfrom Senator GRASSLEY:
.. Implementation of the Calombia trade
agreementis rey number-one trade priority . (f
confirmed, will you commit to worl with me to
implement the trade agreement this year — that
is, overthe next 10 months, not into 20107"

- Answer from then-Mayor KIRK:
" ... 1 cannot commitic a certain imetable. As | have
said. we are going 1 take a comprehensive review
of all of our trade policies, because we want to
move forward in a strategic, rather than a tactical,
rnanner. But we do agree with you that Colormbia
provides @ great opportunity, and we will work with
youta see if we cannot get that advanced soener
rather than later.”
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Lolomblattade agreements Key Administration comments
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Mr. HERGER. Ambassador Kirk, the President’s 2009 trade pol-
icy agenda released in February of that year two years ago stated,
“We are in the process of developing a plan of action to address the
pending trade agreements in consultation with Congress. We plan
to establish benchmarks for progress on that Colombia FTA.”

In April of 2009, during a speech at Georgetown University
School of Law, you stated, “We are looking for new solutions to the
issues that have dragged on in existing free trade agreements. At
the Summit of the Americas, President Obama instructed me to
lead a review of the Colombia agreement to deal with outstanding
issues there.”
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Now let’s skip to about a year later, in March of 2010, and your
testimony at Senate Finance hearings. You stated that the pending
FTAs were a priority, and that USTR was working to resolve the
outstanding issues so that they could move forward with the agree-
ments.

And in response to a question on the Colombia FTA, you stated
the following: “We are hopeful we can come to some solution with
Members of Congress over the next several months so we can go
back to Colombia with specific goals. What we don’t want to do is
keep moving the goalpost. This agreement is almost singularly to
the benefit of the United States.”

Moving forward a few months to July 2010, in announcing the
establishment of the President’s Export Council, the President
again reiterated that the Administration was working to resolve
the “outstanding issues” with the pending FTAs with the goal of
submitting them to Congress “as soon as possible.”

Now, in 2011, during a speech at Third Way, Mr. Ambassador,
you stated, “We took the time to do the Korea FTA right. And so
we think it is important: Just as we have done with Korea, let’s
not short-circuit that process with Panama and Colombia. They are
just as important to us.”

Mr. Ambassador, how much longer will the wait continue until
the Colombia agreement is ready for Congress? It has been two
years since the Administration announced its plan to develop
benchmarks on Colombia. We waited a year. And then the Admin-
istration again stated that it is working on a list of recommenda-
tions for the Colombians.

Where are these recommendations, these benchmarks that the
Administration wants to see in place? And again, how much longer
do we have to wait until the Colombia agreement is ready?

Ambassador KIRK. I appreciate your recitation of our commit-
ment on that. We are firm in that. And hopefully, Mr. Herger, it
won’t be much longer.

We share your concern. We want to move forward on these
agreements. But the reality is there is a very wide—you can tell
from this committee, there has been a very wide divergence of
thought as to how we ought to proceed. And one thing President
Obama instructed me was to sit down with those on both sides of
the aisle, stakeholders of every opinion, about how we are to go for-
ward and see if we can’t find a common way forward.

But we also made a firm commitment, when we came into office,
that we didn’t feel it was our responsibility just to pick up all of
these trade agreements as they were and move forward. We took
the time to take a step back and take a strategic look at how we
wanted trade to fit into our overall economic policy and our number
one goal. And that is how we get this economy going and how we
create jobs.

And that included not only looking at and examining these free
trade agreements, but the work that we have done on enforcement,
the work we have done to engage labor and communities and busi-
ness to come up with a plan that will allow us to do as we have
done with Korea. And as I announced today, the President has di-
rected us to do that same thing in the coming months with our
partners with Colombia and Panama.
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As Ranking Member Levin noted, we have new leadership in Co-
lombia. Vice President Garzon was here last week. We have met
with him. There is a renewed sense, I think, of urgency on both
parts. And we will be meeting with them in the coming weeks and
months to address those issues.

And it is different in the case of Korea because it isn’t just re-
lated to market access. It goes to some of those core values that
I think many Americans want Congress to take into account as it
relates to how we treat and respect the rights of workers. And that
is an issue that, at least for the Obama Administration, we won’t
compromise on.

Mr. HERGER. Well, Mr. Kirk, I appreciate that. But that sounds
very much like we have been hearing for the last two years.

Chairman CAMP. And the gentleman’s time has expired.

Mr. Johnson is recognized.

Mr. JOHNSON. Thank you, Mr. Chairman. First I want to wel-
come my friend from Dallas. Too bad you weren’t there; the Super
Bowl might have been a better place to go.

Ambassador KIRK. Unfortunately, I was there, sliding around.
But I didn’t go to the game.

Mr. JOHNSON. God bless you. Ambassador Kirk and I have
known each other for a long time. I am glad he has finally had the
opportunity to visit here on this committee. I would like the com-
mittee to know, for the record, he and I used to bet dinners, and
he still owes me one.

Now, Mr. Ambassador, as a former Dallas mayor, I know you are
well aware of the benefits of trade to our area. And I am sure you
know the Dallas area is the ninth largest metropolitan exporter in
the United States. In 2008 alone, Dallas exported almost $7 billion
to both NAFTA and CAFTA. The numbers go on and on.

In 3 years before the U.S.-Australia agreement, exports from
Texas to Australia averaged $800 million. In the three years after
that trade agreement, Texas exports averaged $1.3 billion per year,
an increase of 66 percent.

Before the U.S.-Chile agreement, Texas exports to Chile were de-
clining. Since the agreement, Texas exports to Chile have increased
by 107 percent.

You know, those numbers just tell me that we are spinning our
wheels. This agreement was signed in 2007, and this is 2011, and
we still haven’t finished them. Now, I would like to know why we
are delaying because other nations in the world are taking our
place in the trade environment. And it is because you haven’t been
able to finish the job. And most of it, you are telling me, is labor-
related.

I would like to know your opinion on that and what you intend
to do. And I will tell you what. You get these three agreements
done, you don’t have to buy me a dinner.

[Laughter.]

Ambassador KIRK. Sam, I have enjoyed your friendship, and we
have shared a lot of plates of Mexican food over the years. And it
would be loath for me to quarrel with a good friend in public, but
I am not so sure who holds which last dinner. But we won’t make
dinner contingent on these agreements.



27

Let me say this. I was incredibly honored and humbled when
President Obama asked me to serve the Administration in this ca-
pacity. And frankly, Sam, you know there were a lot of people who
were a little bit skeptical of me coming from Dallas, for the reasons
you articulated.

We believe in trade. We understand it. We have seen the impact
of it in our city and our state. Texas is the number one exporting
state in the country. So you don’t need to convince me how impor-
tant these agreements would be to our economy.

But when I raised my hand and took that oath, I agreed to be
United States Trade Representative for the entire country. And
like the congressman over here, my wife is from Detroit. And so I
brought with me not just our passion for exports that we have in
Texas, but I also brought with me the concern and frustration of
all of my in-laws in Detroit, in Cleveland, in Pittsburgh, who when
I showed up and told them I was going to be the Trade Representa-
tive, thought I was a two-headed monster because they believe they
haven’t benefitted from trade.

And so what we have committed ourselves to doing is trying to
find that common ground because the only way we can go forward
in a way that allows our farmers and ranchers and manufacturers
and states that want us to go is we have to keep faith with the
rest of America that wants to know we have a trade policy that
works for everybody and not just for some of us.

You know I like African proverbs, and one of my favorites is pret-
ty simple. And it says, “You should take no comfort from the hole
in my end of the boat.” And the problem of too much of our trade
debate is in places sometimes like Texas or Florida or Washington,
we just look at our heads and say, poor Pittsburgh. Poor Carolinas.
Poor Detroit. And we aren’t going to get there.

That is why these agreements were stalled. I don’t have to tell
you there are strong differences on this committee whether we go
forward or not. What we have been doing is trying to not only craft
trade policy that allows us to have open, fair access to these mar-
kets, address that asymmetry we have with many of them, but also
helps us restore the American public’s faith that trade can work for
us, that we can create jobs here.

That is what we did successfully, I think, with Korea, and that
is what we are working to do with Panama and Colombia.

Mr. JOHNSON. It will create jobs. Right.

Ambassador KIRK. It will create jobs. But

Mr. JOHNSON. But how about getting it done, all three of them?
All three of them. Can you tell us you will do that?

Ambassador KIRK. I can do it if I can get this committee to come
together and agree that just as important as it is to open up mar-
kets, it is equally important to make sure that we keep faith with
America’s workers and we don’t compromise on our core values of
standing up for workers’ rights. If we can come together on that,
we can do anything. We did it on Korea. We need to do it on Pan-
ama and Colombia.

Mr. JOHNSON. Thank you, Mr. Chairman.

Chairman CAMP. Thank you. Mr. Stark is recognized.

Mr. STARK. I would yield to Mr. McDermott.

Chairman CAMP. Mr. McDermott.
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Mr. MCDERMOTT. Thank you, Mr. Chairman. Welcome, Ambas-
sador. Good to see you here. On a historical note, I would point out
to the Members of the Committee, who want specifics. In 5 days,
the TAA program ends. 150,000 American workers will be ending
their trade adjustment assistance. Now, I wonder if you are seri-
ous. It was on the calendar yesterday, but you took it off the cal-
endar. It is not on the calendar today. This is Wednesday.

Is it going to be on Thursday or Friday, and be passed through
the Senate by Monday, so that 150,000 workers in this country do
not lose their assistance? If you are serious about trade and you
want to make it all about somebody else out there and ignore the
people in the United States, the workers, you are going to have a
tough time.

But let me move to another issue because there are other things
besides Colombia and Panama. How are we going to work and
move forward on intellectual property protection in China? How
are we going to keep the focus on this issue in China? I know when
the Chinese were here, with respect to the piracy of business soft-
ware, they continue to be long on promises and very short on per-
formance.

It practically didn’t come up when President Hu was here, and
it doesn’t appear that the Chinese are stepping up to address the
massive piracy which is underway in their enterprises, including
the state-owned enterprises which put U.S. companies at a com-
petitive disadvantage.

It seems to me that the Chinese are very clever in how they have
moved around. The Chinese audit authority has the ability to track
how much money in the China procurement system is being spent.
That is helpful, but it doesn’t end the piracy. They don’t check as
to whether or not the software used in their government is legal.

Now, what is the plan? What do we need to do to help you en-
force the good words that come out of Beijing? They are nice words.
I appreciate them. But we would like to have some help from you
about how we can help to enforce that.
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The focus of this hearing is on President Obama’s trade policy
agenda. In my view, the Administration’s record over the past two years
demonstrates a clear commitment to change the course of trade policy.
And when you look back at the last Administration’s trade policy, it
becomes abundantly clear that there is no other way to move forward on
trade policy than by changing it.

Let’s recall where we were just a few years ago. As one
commentator noted, “the political base for Bush administration trade
policy had in fact crumbled well before the 2006 elections.”’ With
CAFTA, House Republican leadership and the last administration had to
dole out a number of promises, unrelated to the agreement, and to apply
considerable pressure to get a favorable vote. One Republican Member
reportedly stated that the Republican leadership would “twist some
Republican arms until they break in a thousand pieces” to get the votes
they needed. The agreement passed the House by just two votes. And a
very small FTA with Oman passed by only 16 votes.

Perhaps the clearest example of a stalled trade agenda was the
trade agreement with Peru. The United States concluded an agreement
with Peru in 2005, but it was never put to a vote in the Republican-
controlled 109™ Congress.

* .M. (Mac) Destler, Peterson Institute for International Economics, American Trade Politics in 2007; “Building

Bipartisan Compromise™ (May 2007).
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The Peru FTA was able to move forward only after we changed
trade policy for the better in 2007 — such as by incorporating
meaningful, enforceable labor and environmental obligations in the
agreement, and by providing better access to affordable medicines for
the poor in Peru. With those changes, the Peru FTA passed the House
by a vote of 285 to 132 — and without the “arm twisting” or side deals
that were necessary to pass previous agreements.

So let’s not fool ourselves: We can’t move forward on the trade
agenda by going backward. The only way forward is by addressing —
no longer ignoring — legitimate issues and concerns where we find them.
And there are very legitimate concerns about the effect that trade, and
trade deficits, can have on middle class Americans (which is why I am
deeply disappointed that Trade Adjustment Assistance is set to expire at
the end of this week). There are also legitimate concerns about violence
and impunity against labor leaders in Colombia; about Panama’s status
as a tax haven; about one-way trade in Korea’s auto market; and about a
meager and unbalanced WTO Doha package.

Fortunately, the last two years demonstrates that Ambassador Kirk
and this Administration are actively addressing the outstanding issues.
Whereas the last Administration ignored concerns about the auto
provisions of the Korea agreement, this Administration fixed that text in
December. Whereas the last Administration ignored concerns over
violence and impunity in Colombia (and even tried to force the
agreement down the throat of Congress before changes had been made),
this Administration is actively working to address those complex issues.
And whereas the last Administration came close to signing off on a very
bad WTO deal, this Administration is insisting on an ambitious and
balanced deal.
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That is the only realistic way to move forward with U.S. trade
policy. I hope we can work on a bipartisan basis, and closely with the
Administration, to continue to move forward.

——

Ambassador KIRK. The issue of piracy and copyrighting of Amer-
ica’s intellectual goods and work product is one of our key concerns
at USTR. It is a key component of our enforcement efforts, and it
is a key part of our dialogue with China.

And I would only add one correction, perhaps, to your introduc-
tion of this subject. This issue did come up in President Hu'’s visit
with President Obama. He addressed it directly.

As you know, we recently concluded the Joint Commission on
Commerce and Trade, which Secretary Locke and I take the lead,
in December. We did get a commitment from the Government of
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China to begin to address more rigorously the absence of using le-
gitimate software in their government procurement.

During President Hu’s visit, we got two additional important
commitments that, one, they are going to provide money for it. The
Chinese have said they would do this a number of times, but they
didn’t give their governments and sub-governments any resources
to purchase legitimate software. For the first time, they have com-
mitted to do that. And secondly, we did get them to make a com-
mitment to audit that.

But as you know, our engagement with China is important. It is
complex. There is a reason that we have regular engagements with
China through the JCCT as well as strategic economic dialogue.
And we will be as diligent as you say the Chinese are crafty in
pressing them to make sure they honor and respect American intel-
lectual property and copyrights because that is an extraordinary
opportunity for our industries to grow into that market.

Mr. MCDERMOTT. I would like to also just thank you. I appre-
ciate that. If there are things that we can do, I hope you will let
us know because I think this committee would be interested in try-
ing to support the USTR in their enforcement efforts.

We know that the Bush Administration, Peru passed, the free
trade agreement, after the agreement made on May 10th by Mr.
Rangel and Mr. Levin with the President and the USTR in that
Administration.

You are about to table something in Chile, and I hope that you
don’t weaken the things that were agreed upon in that May 10th
agreement that made possible the Peru agreement, particularly the
access to medications. I think that is one of the issues that gets
slipped under the table. We think of environment and we talk
about labor, but sometimes the access to medication provision in
there gets lost. I hope that that will be a part of what you table
on Monday when you get to Chile.

Chairman CAMP. If you could just respond briefly because time
has expired.

Ambassador KIRK. I would say I don’t know that we are to that
point we are tabling on access. But I would say, for us, the value
of our Administration, the May 10th agreement represents a good,
sound bipartisan agreement among Democrats and Republicans.
And that is certainly something that we are going to reach for in
every one of our agreements.

Now, we have the opportunity, from what we have learned over
the last 7 years, that there are some areas that weren’t addressed,
like indigenous innovation and state-owned enterprises. But that is
something that we are using as something we are striving for, cer-
tainly in something as aspirational as we hope to achieve through
the Trans-Pacific Partnership.

Chairman CAMP. All right. Thank you.

The Chairman of the Trade Subcommittee, Mr. Brady, is recog-
nized.

Mr. BRADY. Mr. Chairman, thank you. I would like to ask con-
sent to insert my statement for the record.

Chairman CAMP. Without objection.

[The prepared statement of The Honorable Kevin Brady.]
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Committee on Ways & Means

Hearing on President Obama’s Trade Policy Agenda

February 9, 2011

For the past two years, many of us have been wondering what role trade plays in the
Obama Administration’s overall economic and foreign policy. While the Administration
has been hesitant on the issue, American businesses, farmers, and ranchers are falling
behind as other countries move forward without us, costing valuable customers — and
jobs. American workers are the most productive in the world, and our goods and services
exports are among the most coveted globally. We in government should not stand in the
way. We should instead assist by providing a viable framework so Americans can take
advantage of these comparative advantages abroad. This requires a forward-looking
trade policy that seeks to open new markets and improve market access in existing ones.

Expanding opportunities for U.S. exports and workers is vital to jumpstarting the U.S.
economy and promoting vibrant job creation. The three pending trade agreements, which
have remained in limbo now for almost four years, require immediate action. The
President’s leadership on the U.S.-South Korea agreement helped to forge a bipartisan
consensus on the auto issues and has brought the agreement closer to completion.
Unfortunately, I cannot say the same about the Panama and Colombia agreements. The
President and Administration officials have sent mixed messages — some forward-
leaning, some back-pedaling. The President should move forward on Panama and
Colombia, given the significant benefits these agreements present to American exporters,
workers and consumers, and submit the agreements for Congressional consideration
within the first six months of this year. Supporting such vehicles of job-creation is vital
for the President to reach the goal of the National Export Initiative — to double exports in
five years. Promptly moving both of these agreements would also shore up our strategic
allies and put to rest efforts from the likes of Hugo Chavez, who capitalize on the lack of
U.S. commitment to the region.

The expansion of market access opportunities for U.S. goods and services exports can’t
stop with these three agreements. The Doha Round of WTO negotiations, for example,
has been ongoing since 2001 at a snail’s pace. The Bush Administration and now the
Obama Administration have faced tough demands from trading partners who are
unwilling to put forward sufficiently ambitious proposals on areas that are important to
us. We stand firmly in support of the Administration as it steps up pressure on our
trading partners to be more ambitious. A multilateral trade agreement should be our
highest priority because it could produce the broadest benefits. T urge the President to do
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whatever is in his power to reinvigorate the process and bring home a deal that will allow
America to sell more easily to the world.

We must also move ahead on new initiatives. Other countries are aggressively seeking
new trade agreements, opening up markets, and reaching investment agreements around
the world to drive exports. In contrast, we have only one active trade agreement
negotiation, which began under the prior Administration, and our investment treaty
negotiations are on what seems to be a permanent hiatus. We are falling behind at a time
when we must be opening up new markets for new customers for our products and
services.

Finally, while we press our trading partners to comply with their trade obligations, we
must comply with ours. The most obvious reason, of course, is that we must avoid
crippling retaliation like we’re facing in the NAFTA trucks dispute. But equally
important, we must show leadership by example. We can’t credibly ask China to comply
with its obligations if we’re not complying with ours.

Global economic conditions have caused significant fluctuations in trade flows during
and in the aftermath of the global financial crisis. Unacceptably high unemployment in
the United States has shaken the faith of many Americans in free markets and trade. But
just because our trading partners compete with our goods and services abroad should not
persuade us to close our borders. In fact, the opposite is true. Our economy is too
integrated globally with complex supply chains for us to survive such a unilateral
withdrawal. We cannot stand by and allow our inaction to make us fall further behind.
The United States remains the most open market in the world, and we must ensure that
markets abroad are similarly open to U.S. exports. The only way to do that is to show
leadership on international trade and demonstrate to the world that the United States will
follow through on its pending agreements, enforce its rights, and live up to its own
obligations.

Mr. BRADY. I want to thank you, Mr. Chairman, for holding this
hearing. The way you build bipartisan support for trade is by shin-
ing a light on this job-producing issue. And House Republicans, es-
pecially this committee, are going to conduct a very aggressive
trade agenda, focused on three areas: finding new customers, and
opening new markets in a level playing field for American workers
and companies; secondly, resisting protectionism, both here and
abroad, so that we can tear down barriers for American producers
and companies; and thirdly, working both within the United States
and with our trading partners to find innovative ways to move
goods and services faster, better, and cheaper around this world.

Your presence today, Ambassador, we think is key to those goals,
and we look forward to you as a partner in all of those. We will
be not just a willing partner but an insistent partner moving for-
ward on trade.

I appreciate, one, your openness and willingness to consult and
listen and talk about all of these issues these past 2 years. I con-
gratulate you on successful improvement of the South Korea Free
Trade Agreement. I very much applaud the joining of the Trans-
Pacific Partnership. I think that is key to both job production, set-
ting a state-of-the-art agreement, and getting us directly into Chi-
na’s back yard in that growing market.

Three points I hope you will take with you today from this com-
mittee. One, the time is up for Colombia and Panama. They have
not only done all that we have asked, they have gone far beyond
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it, signing the original agreement with the United States, a con-
tract with us.

Then they amended it at the direction of Democrat members and
Republican members in a bipartisan May 10th agreement. Both
agreed to improve labor standards, improve environmental stand-
ards, improve intellectual property rights standards, a whole host
of demands that have been levied upon them, and they did it.

Then both went beyond that, reaching in Panama to the tax in-
formation treaty addressing more labor issues. They have done ev-
erything we have asked of them. It is time for Panama.

Colombia has done the same, spending a decade improving their
rule of law, their labor rights, creating a peace where there was vi-
olence. They too have been waiting to jump, frankly, to meet our
demands so that we can be actual trading partners. And I think
it is embarrassing that we have not moved forward on them.

And so I hope you will understand, this isn’t about—these three
trade agreements need to be submitted in the first six months. It
is not about embarrassing any party or the White House. It is
about making sure America doesn’t further embarrass itself by
turning its back on our trading partners and our workers in the
meantime.

The second point is that Russia, indeed—I think there are tre-
mendous benefits to moving them into a rules-based global system,
and I applaud your work in that area. But as a priority, I think
it is important to know that there is virtually no chance that a
Russia PNTR will be moved ahead of Panama and Colombia.

I think it is critical that those be signed by the President before
we take that up. Russia’s progress can be measured in months.
Panama and Colombia’s efforts can be measured in years and
years, and they deserve movement now.

Final point. The Administration is looking at reorganization of
trade and exporting efforts. I think that is very important. But
USTR is unique. It is a very lean, entrepreneurial, nimble agency
in an economy worldwide that requires all that.

I am not interested in turning USTR from a cougar into a hippo
on trade issues. Stay nimble. You will get great support from all
of us.

I would like your comments on those points, and as well on TPP
as a job opportunity looking forward. I know you are working hard
on that. Can you address any of those issues?

Ambassador KIRK. Yes. And I am aware of the time constraints,
Mr. Chairman. Just let me say, Congressman Brady, we very much
look forward to working with you and your leadership on the sub-
committee.

Being from Houston and understanding the importance of that
port, the one thing I would tell you, in TPP, also with our partners
in North America, we really are looking at the logistics side of all
of these, those non-tariff barriers, to make it easier and cheaper to
move those goods around. So that is a big part of what we are
doing on that.

I hear your concerns and those of members of both sides on Pan-
ama and Colombia. I assure you we are ready to get started. We
want to try to get those resolved.
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With respect to USTR, I am exceptionally privileged to lead, I
think, an agency that provides the best bang for the buck to the
American taxpayers. There are only 230 of us. We do an extraor-
dinary service in negotiating agreements, enforcing America’s
rights. And that does make our work special and we want to keep
that.

But at the same time, having been in business, you and I know
if you don’t examine how you do what you do every three or 4 or
5 years, you are losing ground. So we welcome this review under
the President’s commission. But we will also make sure that we
don’t lose what makes USTR special, and our ability to help go out
and create jobs with what we do.

Mr. BRADY. As a fellow Texan, thank you very much.

Chairman CAMP. Thank you.

Mr. Nunes is recognized.

Mr. NUNES. Thank you, Mr. Chairman.

Mr. Kirk, welcome to the committee. And here, virtually every-
one on this side of the aisle has asked you about specifics as it re-
lates to Colombia and Panama. And we still haven’t heard any spe-
cifics. The ranking member, Mr. Levin, mentioned that these spe-
cifics do exist, although we still don’t know what they are.

I did hear you specifically say—you mentioned something when
Mr. Johnson was questioning. You mentioned the communities of
Pittsburgh, Detroit, and the Carolinas as not benefitting from
trade. So I thought that was getting close to specifics.

And I just wondered, how do those communities not benefit from
the Colombian or Panama trade agreements?

Ambassador KIRK. Well, first of all, if I said that, I misspoke
myself. I think all Americans benefit from trade because, first of
all, every family benefits when we make it easier and cheaper to
put food on the table to feed your families, when we make it easier
to provide the most advanced electronics to help your kids with
their education.

But there are communities—and I know you won’t find it a sur-
prise—that feel like that our trade policy has not operated to their
benefit, that they have been harmed more than they have been
helped. And it is a very broad brush. You get west of the Mis-
sissippi River and most of the members that I talk to, Democrat
or Republican, are wanting me to move forward. You get into the
Rust Belt and there is a little more cynicism about it.

And it isn’t just that. Our concern is an overwhelming majority
of Americans now disagree with the proposition that trade has
been good for us. We have to work——

Mr. NUNES. Right. But when it comes specifically to Panama
and Colombia, those countries have access into our market and we
do not have access into their market. We would under these trade
agreements if they were advanced.

Ambassador KIRK. That is correct.

Mr. NUNES. So if that is true, then why don’t we—all we want
are specifics. I think all Colombia and Panama are asking for is,
specifically, what do you want us to do? They have gone beyond the
labor chapter in the Andean Trade Preference Act. They have ex-
plicitly incorporated the International Labor Organization declara-
tion into this agreement.
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So all we want are specifics as to what is the Obama Administra-
tion asking Colombia and Panama to do before the President will
submit these trade agreements to be approved by the Congress?

Ambassador KIRK. Let me make it plain. There are different ele-
ments involved in Panama and Colombia. They are not the same.
With respect to Colombia, we are decidedly focusing on the issue
of labor rights, the violence against workers. There has been some
progress, and obviously some of you are reading from perhaps dif-
ferent hymn books. But I would say there is a fairly strong diver-
gence of thought on this committee, and among a number of our
stakeholders, how much Colombia has—the progress they have
made in putting in place the necessary changes to their labor law
to just provide those basic rights, to organize and such—we are not
asking them to mirror our rules here in the United States—and to
strengthen their judiciary, and the law enforcement, to bring those
that have perpetrated this violence to justice.

Those are the issues that we are trying to focus on. We want to
take advantage again of the fact-finding mission of your ranking
member. Again, Chairman Baucus is going to go down. We are
sending a team. We are going to do everything we can to expedite
that, Mr. Nunes, so that we can agree what——

Mr. NUNES. But Mr. Ambassador, aren’t these matters outside
the confines of the trade agreement that was signed on May 10,
20077

Ambassador KIRK. Yes. In many cases, they are. But I think
they are issues that the American public believe are sacrosanct for
us. I mean, again, the reason I gave you that recitation about my
experience around the country, part of the American public’s frus-
tration, the biggest thing I have heard, is one, nobody else plays
by the rules but us. And it wasn’t just China. They felt like our
trading partners weren’t playing by the rules, and we wouldn’t
stand up and enforce our rights. We have addressed that.

But the other thing is people’s concern that we will sign an
agreement with anything. If somebody has benefitted, we will sign
it, and we don’t care how they treat their workers or if it undercuts
our workers or creates an unlevel playing field.

And that is why we think it is important to address that, not just
to find a way to go forward, but to begin to get Americans’ con-
fidence that trade works for us. We can create jobs here, and we
aren’t creating incentives to just move production to another coun-
try that may not respect the rights of those workers.

Mr. NUNES. Well, I know that President Obama is going to go
down to South America. He is going to visit Brazil. And I just think
before we go on—and I don’t have a problem with him going to
Brazil; I think it is a positive step.

But with Colombia still sitting out there, and he is going to that
hemisphere, and for that trade agreement to be sitting out there,
I just don’t know what credibility the President will have or the
Administration will have when we still have pending trade agree-
ments from 2007 and we are operating outside of the confines of
those trade agreements asking for things that, quite frankly, Mr.
Ambassador, go outside of all the rules of engagement on making
these trade agreements.
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And I will submit—I want to thank you, Ambassador, and I will
submit, Mr. Chairman, for the record a question on the Mexico
trucking issue.

[The information follows The Honorable Devin Nunes:]

11 March 2011

Questions for the Record from February 9, 2011
Committee on Ways and Means Hearing

Question from Rep. Devin Nunes

1. Mexican Trucking
Ambassador Kirk, you met with Mexican officials the week of January 10, right after
Secretary LaHood released a concept paper as a “starting point” for negotiating a new,
“phased” cross-border trucking program with Mexico, to bring the United States back into
compliance with its NAFTA obligations. You noted after your meetings in Mexico that
negotiations would move ahead promptly and that the program could be in place “as quickly
as within the next four to six months.” Thave three questions:

o Are you confident that the final terms of the trucking program that you are currently
negotiating with the Mexicans will be consistent with our NAFTA obligations, so that we can
ensure an end to Mexico’s retaliatory tariffs, which have cost us over $4 hillion already?

A: Once a final agreement on the program is reached, Mexico will suspend its
retaliatory tariffs in stages beginning with reducing tariffs by 50 percent at the
signing of an agreement and will suspend the remaining 50 percent when the first
Mexican carrier is granted operating authority under the program. Mexico will
terminate all current tariffs once the program is normalized.

o What timeframe do you now expect for a deal? Are you still on pace to hit your “four to six
months” deadline, which means mid-May to mid-July?

A Now that we have reached an agreement with Mexico on a path forward, the next
step is for negotiating teams to work on the details. The proposed agreement
between the Department of Transportation and Mexico will be available for
Congressional briefings and will be published for public comment by late March or
early April. We expect the final agreement to be signed in late May or early June.

o What are you doing to encourage Mexico to lift the retaliatory tariffs now, based on the
United States already having made a good-faith proposal for resolving the trucking issue?

A 1t was important for the United States to seek relief from the retaliatory tariffs that
Mexico has imposed on certain U.S. exports. On March 3, the President announced
that we reached agreement with Mexico on a series of steps that will lead to the
lifting of the tariffs. Once a final agreement on the program is reached, Mexico will
suspend its retaliatory tariffs in stages beginning with reducing taritfs by 50 percent
at the signing of an agreement and will suspend the remaining 50 percent when the



39

11 March 2011

first Mexican carrier is granted operating authority under the program. Mexico
will terminate all current tariffs once the program is normalized.

2. New Zealand Dairy Market Access
Ambassador Kirk, as you may recall from our interactions on this issue last year, [ am a co-
chairman of the Congressional Dairy Farmers Caucus. The American dairy industry is
deeply concerned about the impact of expanding U.S.-New Zealand dairy trade. It is
working to cultivate many export opportunities and to help to usher in a mindset among
producers that trade can be beneficial. But the prospect of expanding dairy trade with a
country that’s 90 percent dominated by a single company and which exports more dairy
products than any other single country has given both dairy farmers and processors
throughout this country grave concern. How is USTR working to address those concerns as
it goes about its bilateral market access negotiations with New Zealand?”

A: I appreciate hearing your views on market access for New Zealand dairy products in the
Trans-Pacific Partnership (TPP) negotiations. We view the TPP initiative as an important
element in our efforts to expand U.S. exports to the Asia-Pacific region, including new
export opportunities for U.S. dairy products. At the same time, we also recognize the
concerns raised by many of our dairy producers with regard to expanding dairy trade with
New Zealand. We intend to work closely with our many stakeholders in the agricultural
sector and Congress as the negotiating process moves forward. It will be very important for
us to continue our dialogue with Congress and our dairy industry on the specific concerns
they see and how best to address them.

3. Geographic Indicators
Ambassador Kirk, [ am very concerned about the prospect that provisions regarding
Geographic Indicators (GI’s) in the Free Trade Agreement (FTA} between the European
Union (EU) and South Korea will unfairly limit, if not foreclose, opportunities for enhanced
market access that may otherwise be provided to the American dairy industry through the
enactment of the U.S.-Korea Trade Promotion Agreement. I am appreciative of the efforts
you have made to prevent such a result and am hopeful that the situation will be successfully
resolved, in part through South Korea’s fair and expeditious processing of U.S. dairy
trademarks.

Although the lengthy delay in the enactment of U.S.-Korea Trade Promotion Agreement
certainly has not helped, it is readily apparent that the EU is aggressively working to
improperly use GI provisions to gain an unfair advantage for its dairy products. In addition
to the situation in South Korea, I am very concerned that such GI provisions will also be
included in other FTAs the European Union is seeking, such as with Colombia, Panama, and
Peru. Thus, I am curious to know what efforts the Office of the United States Trade
Representative is taking to ensure that the EU is not successful in bilaterally undermining the
value of the concessions the U.S. has secured in its FTAs, particularly as they relate to use of
EU-driven dairy GI provisions.
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Al USTR is committed to continuing its efforts to ensure that the Korea-EU Free Trade
Agreement (FTA) does not impair the improved market access for U.S. products,
including dairy products, which are provided for in the U.S.-Korea Trade
Agreement (KORUS). In addition to commitments to open its markets to U.S.
products, Korea also undertook a number of obligations in KORUS regarding the
protection of trademarks and geographical indications (GIs). USTR continues to
work with Korea to ensure that these commitments are not undermined by the
Korea-EU FTA.

More generally, USTR is working intensively, through bilateral and multilateral
channels, to advance U.S. market access and intellectual property rights interests,
including with respect to U.S. dairy products. These efforts include on-going
negotiations at the World Trade Organization and the Trans Pacific Partnership, to
expand market access and secure appropriate protection of trademarks and Gls.
Additionally, USTR carries out these efforts through its ongoing monitoring of the
implementation of other U.S. free trade agreements.

Question from Rep. Pat Tiberi and Rep. Dave Reichert:

1. Exports of Travel and Tourism
One opportunity to increase exports to meet the goals of the National Export Initiative is
through travel and tourism, our nation's largest service export. International travelers to the
U.S. spend, on average, $4,000 per visit. Chinese travelers spend an average of $7,000 per
visit.

Unfortunately, one of the most significant barriers is not one imposed by a foreign
government, but instead by our own government. Burdensome visa processing procedures
and visa interview delays result in the U.S. losing out to destinations such as Europe or
Australia. Can you please provide the Committee with an analysis of the impact that U.S.
visa processing procedures and visa interview delays are having and could have over the next
two years from key travel markets -China, Brazil and India- where demand is outpacing visa
processing resources? As you may be aware, the President’s Export Council offered
recommendations on this very topic at its September 16, 2010 meeting.

Qur travel services companies also face barriers abroad. In China, for example, foreign
travel and tourism firms are restricted from competing under the same conditions as Chinese
firms. The Chinese government places restrictions on foreign-owned enterprises in selling
outbound travel packages and airline tickets. And China requires travel agents and airlines to
connect into China's nationally owned computer reservation system when booking airline
tickets. How will the Administration work to resolve these issues?

A:  The Administration recognizes the enormous value of the U.S. tourism industry, and
the billions of dollars of export revenue that it generates for U.S. companies and
workers. We are committed te creating and maintaining an effective and efficient
visa process that ensures our country remains open to legitimate travel, while
securing America’s borders from external threats. In recent years, the Department
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of State has implemented initiatives to improve access to information about U.S. visa
requirements and procedures, in addition to measures to reduce wait times for
interview and visa processing. The Department of State’s Bureau of Consular
Affairs can provide further information about these activities, including with respect
to specific markets.

The U.S. Administration also understands well the importance of China’s travel and
tourism market. We continue to press China’s National Tourism Administration
and China’s Ministry of Commerce, inciuding under the auspices of a JCCT
‘Working Group on Travel and Tourism, te liberalize its market for travel and
tourism services. Last year, China announced that it will launch a pilot project
allowing a certain number of joint ventures to sell outbound travel and we are
staying in close touch with the Chinese Government on that issue. We also will
continue to engage China regarding its computer reservation services system.
During the 2009 JCCT, China’s Civil Aviation Administration committed to holding
a joint forum addressing the expansion of travel distribution services, including
compufer reservation system technology. We have since confirmed an agenda and
are presently exploring dates for holding the forum later this year.

uestions from Rep. Pascrell:

Turkey’s Inspection of Pharmaceutical Manufacturers

In April 2009, Turkey implemented a requirement for inspections of pharmaceutical
manufacturing facilities exporting to Turkey. This inspection is required before a product
can be approved. Turkey does not have the current capacity to conduct these inspections for
the hundreds of products in the regulatory queue in a timely manner, meaning product entry
could be delayed up to 6 years or more. This policy represents a significant market access
barrier for US companies. What is USTR's plan to change the Turkish government’s current
policy?

The Administration has brought this problem to the attention of Turkish authorities
from the beginning, raising it at both working and cabinet level on multiple
occasions. Through the new Framework for Strategic Economic and Commercial
Cooperation (FSECC), Ambassador Kirk and Secretary of Commerce Locke have
made clear to their Turkish counterparts that Turkish government actions regarding
Good Manufacturing Practices (GMPs) certificates for pharmaceuticals have created
a very significant barrier te bilateral trade. The Administration has also reached out
to Turkish Ministry of Health officials through expert level discussiens in order to
promote understanding and cooperation between regulators, with the aim of
enhancing MOH capacities to carry out future inspections in an effective and above
all timely manner. We have also strongly encouraged direct communication between
Turkish authorities and U.S. pharmaceutical firms.

Senior officials from USTR and a number of U.S. agencies have been firm in noting
to the Turks that immediate action is needed. We will continue to pursue this issue
in upcoming meetings with Turkish officials, including the next meeting of the
FSECC, now envisioned for the fall of 2011.
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Russian Protectionist Policies

USTR has made progress in ensuring Russia's compliance with its outstanding bilateral
obligations to the U.S., including passage of legislation strengthening IP legislation in Russia
as a part of Russia's WTO accession process. However, protectionist policies have increased
in Russia in many spheres, including pharmaceuticals. Many aspects of Russia's PRRMA.
2020 strategy are clearly protectionist and would violate Russia's pending WTO obligations.
Is USTR working with the Russian government to ensure a review and cessation of existing
major policies in Russia that would run afoul of WTO requirements?

USTR leads an interagency team that works with Russia through regular bilateral
and multilateral meetings to address WTO requirements as well as to improve
Russia’s intellectual property rights rules and enforcement efforts. Removing
barriers to market access for U.S. exports, including pharmaceuticals, is also a major
objective. The National Trade Estimate Report and the Special 301 Report, which
are issued at the end of March and April, respectively, lay out concerns that have
been expressed and our ongoing efforts to address those concerns.

Copyright Infringement in China

I understand the Committee is going to be working on Customs Reauthorization legislation in
the next several months. Every year, Customs reports that the number one source of
copyright infringing products is China. What should we be doing to address this problem?

International trade in counterfeit and pirated goods is a major problem. U.S.
Customs data confirm that many IPR-infringing goods seized at U.S. borders
originate in China. We engage extensively with China through the JCCT and other
mechanisms to press for stronger action on this problem at the source. In addition,
USTR is alse joining together with other U.S. trading partners to step up
cooperation in the effort to fight this illicit trade around the world. For example,
last fall, USTR and partner countries representing more than half of global trade
finalized the text of the Anti-Counterfeiting Trade Agreement (ACTA). The ACTA
is an important new tool to fight the global scourge of counterfeiting and piracy.
Moreover, ACTA is only one of many efforts that the Administration is pursuing to
address the broader challenges of IPR enforcement. For a fuller description of the
Administration’s efforts, I would refer you to the 2010 U.S. Intellectual Property
Enforcement Coordinator Annual Report on Intellectual Property Enforcement,
transmitted in February 2011, which describes the ongoing implementation of the
Administration’s Joint Strategic Plan on Intellectual Property Enforcement.

Chinese Software Piracy

The piracy rate for software in China has remained constant for the last five years— hovering
around 80 percent for the industry, and worse for some companies. While I am encouraged
by commitments China has made to address the problem at the JCCT and President Hu's
recent state visit, the proof is in the pudding. It seems that there needs to be a metric that
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ensures a substantial increase in software sales over the next three years. T also believe that
increasing sales of legitimate software in China can be an important contributor to the
President’s National Export Initiative goal of doubling our exports in five years. What is
your plan for ensuring China lives up to its recent commitments?

We continue to engage China at all levels to address software piracy. I agree that
this is 2 major problem; in fact, it was raised by the President during the recent
State visit by President Hu Jintao. During that visit and the preceding meetings of
the Joint Commission on Commerce and Trade (JCCT), China took new steps on
software piracy by committing to allocate budget funding for legal software
purchases by government agencies, as well as making a commitment to audit the use
of the legal software and publish the results of those audits. Furthermore, China
said it would promote the use of licensed software in private companies and in state
owned enterprises through software asset management programs. We are
encouraging China to make additional efforts in the context of the “Special
Campaign against counterfeiting and piracy” that was launched by the State
Council in October.

While we must see how these steps work out in practice, and much more work
remains to be done, China’s recent commitments mark a significant opportunity for
genuine progress on this difficult issue. As always, we will monitor progress on
these issues to make sure that China is following through on its commitments, using
such tools at the JCCT IPR working group, and other opportunities. We expect to
see concrete and measurable results, including indications of 2 more robust market
for legal software. We also look forward to studying the results of the forthcoming
ITC study on the quantitative effects of IPR infringement and “indigenous
innovation” policies in China.

Questions from Rep. Dave Reichert:

U.S.-Korea Trade Promotion Agreement

Chapter 18 of the U.S.-Korea Trade Promotion Agreement contains provisions that South
Korea, like the United States and other trade agreement partners, will ensure that its central
government agencies are not using infringing computer software and other materials
protected by copyright. These are important provisions and all governments need to ensure
that they are using legitimate software. What is the status of South Korea’s implementation
of these provisions? Has South Korea started the necessary budget process to address this
situation? I understand that for some important ministries in the central government there
still was substantial work to do to ensure compliance.

As you note, the KORUS Agreement has important substantive provisions to ensure
Korean government agencies are not infringing computer software and other
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copyrighted material, We will ensure that these provisions are adequately and
effectively implemented.

. TPP Intellectual Property Rights Standards

At the last meeting of the President’s Export Council in December, I worked with Disney
CEO Bob Iger and other Council members on a letter of recommendation that the Council
adopted concerning the need to protect intellectual property rights. One of the letter’s
recommendations was to seek the highest level of protection for IP in our bilateral and
multilateral trade agreements, including the Trans Pacific Partnership trade agreement. At
the meeting, you correctly noted that: “The beauty of... [the TPP] is [that], for the first time,
we're starting with a blank sheet of paper and at least our intent is to be as aspirational as we
can in this agreement that we hope will ultimately become the free trade agreement of the
entire Asia-Pacific. All of you know the importance of that region... The IPR protections
within that will be critically important.” Can you assure me that the Administration is
proceeding with that goal in mind, and that we can expect the United States to push for an [P
Chapter that builds on the high standards of the U.S.-Korea Trade Promotion Agreement?

Our goal in TPP is to achieve standards of IP protection and enforcement that are
in line with the benchmarks set in previous U.S. FTAs in the Asia-Pacific region. To
date, the United States has put forward proposed text covering many aspects of
copyrights, trademarks, patents, and enforcement that would achieve this goal. We
have not yet tabled text on some IP issues where we are still developing positions,
such as provisions relating to pharmaceutical IP protection, and provisions relating
to copyright exceptions. We will be working with Congress and stakeholders to
ensure that U.S. proposals strike the appropriate balance on those issues.

Substandard Copies of Medicines

Ambassador Kirk, given your Administration’s support for strong IP protections in the U.S.-
Korea Trade Promotion Agreement, would you support an initiative to address the concerns
agsociated with the proliferation of substandard copies of medicines (not legitimate generics
or counterfeit drugs) in global supply chains for developing world markets? Does your
Administration currently have such an initiative? If not, please share your ideas on how to
address this growing issue of concern.

The manufacture and distribution of pharmaceutical products bearing counterfeit
trademarks is one dimension of the larger problem of substandard medicines and is
a growing problem that has important consequences for consumer health and
safety. USTR works with other relevant agencies in the U.S. government to ensure
that we are attacking this problem holistically, including through encouraging
adequate and effective IPR enforcement. We have noted, in the Special 301 Report
for instance, our particular concern with the proliferation of the manufacture, sale,
and distribution of counterfeit pharmaceutieals in countries such as Brazil, China,
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India, Indonesia, and Russia. USTR, along with other relevant U.S. government
agencies will continue to work to address all aspects of this serious problem.

uestions from Rep. Adrian Smith:

U.S. Compliance with Trade Obligations

Representing one of the largest agriculture districts in the country, I am committed to
removing obstacles for U.S. exports. One of the greatest frustrations I hear from agriculture
producers in my district comes from the unfounded and unscientific sanitary and
phytosanitary barriers imposed by our trading partners. American agricultural and food
products are routinely targeted by unjustified restrictions from other countries. It is our
obligation, however, to ensure the U.S. leads by example and upholds the rules-based
system. With this in mind, please explain what the Administration and specifically USTR is
doing to ensure U.S. compliance with our trade obligations, so agriculture producers are not
targeted for retaliation?

Sanitary and phytosanitary (SPS) issues are some of the most important trade
related issues that we deal with at the Office of the United States Trade
Representative (USTR). While many countries continue to eliminate barriers to
U.S. agricultural exports, some countries continue to insist on imposing unjustified
restrictions in the name of food safety or the health of animals or plants. USTR is
working diligently to address these issues with our trading partners through a
variety of bilateral and maltilateral forums and relations in close connection with
other agencies, our embassies abroad, and industry stakeholders. In 2010, USTR
also published its first Report on Sanitary and Phytosanitary Measures (SPS
Report). This report is dedicated to describing significant SPS trade barriers that
are a priority of the Administration, and USTR will publish the second version at
the end of this month.

Science-Based Standards

It is critical for the U.S. government to work closely with our trading partners to eliminate
non-tariff trade barriers which could keep U.S. farmers from meeting growing worldwide
demand. Using less land to grow more food and fiber is an enormous challenge which will
be met only if we encourage advancements in technology and farming practices.

As you know, USTR, along with the U.S. Department of Agriculture, the U.S. Department of
State and other U.S. agencies, has a long history of advancing science-based regulatory
systems around the world. Looking forward, can you reaffirm the Administration’s
commitment to working with our trading partners toward developing science-based
regulatory systems for new agricultural products?
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The Administration is committed to promoting the development and
implementation of science-based regulations by our trading partners for all
agricultural products. Specifically on the food safety front, the TPP Sanitary and
Phytosanitary (SPS) negotiations provide the United States with a real opportunity
to resolve specific trade concerns, affirm our international obligations, and to
advance the use of safer pesticides and new technologies to protect public health and
the environment.

Regulatory Coherence

In addition, please describe what additional steps USTR can take - either in bilateral or in
multilateral negotiations such as the Trans Pacific Partnership -- to promote regulatory
coherence so farmers can continue to compete in critical markets around the world?

U.S. trade and regulatory agencies are working together to draft a series of specific
SPS-related proposals to enhance food safety, animal and plant health in every TPP
country. Proposals could include joint initiatives on pathogen reduction treatments,
joint research and data sharing between TPP partners as they establish their
pesticide maximum residue levels, and promoting the use of new technologies in
agriculture, such as biotechnology and nanctechnology, to promote a safe,
whelesome and abundant food supply.

In addition, we will be working with Vietnam and some of the other TPP partners
as they begin to implement their new food safety legislative mandates and
regulations. Our goal is simple: we want to work together to address their
legitimate food safety concerns and expand markets for safe and wholesome food
from the United States.

Question from Rep. Diane Black:

Colombia and Panama Trade Promotion Agreements

In the President’s speech to the U.S. Chamber, he demonstrated yet again that his
Administration is making slow progress on advancing the U.S.-Colombia and U.S.-Panama
trade agreements. Yet the President’s speech reiterates the President’s confusing declaration
in his State of the Union address to Congress several weeks ago: that he is “pursuing”
agreements,

Enacting these vital agreements with Colombia and Panama would create American jobs and
lower consumer prices, helping the economy to grow and providing a no-cost stimulus that
would actually work. Passing all three agreements in the next six months has the potential to
increase U.S. GDP by $10 billion and create jobs in the U.S.

While the President delays, American farmers and other U.S. exporters are falling behind
because other countries’ trade agreements with Colombia and Panama give their exporters a
competitive advantage. For example, since 2007, the European Union, Canada, Brazil, and
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other countries have implemented, or will soon implement, trade agreements with Colombia
— and, as a result, the U.S. share of key agricultural exports to Colombia has fallen from 71
percent in 2008 to 27 percent in the first ten months of 2010 heavily affecting my farmers.
Even the President himself states that such an increase in U.S. exports could create 250,000
jobs.

Actions are more important than words. The President has offered no concrete plans for
consideration of these two vital agreements. The Administration needs to lay out a roadmap
for success, and the President’s speech was a lost opportunity to do so. What is the roadmap
going forward with the FTAs? What are the benchmarks being set to advance the FTAs?

A As I stated during my testimony before the Senate Finance Committee on March 9,
central to our trade agenda is the movement of pending free trade agreements to
Congress as they become ready. On March 7th, we informed your committee that
we are prepared to begin collaborative work on the text of the implementing bill for
the U.S.-Korea trade agreement as soon as you are ready to do so. It is time to
realize this agreement’s promise of more than $10 billion in increased goods exports
and more than 70,000 American jobs.

We are seeking the same widespread support that the Korea agreement enjoys for
agreements with Colombia and Panama. Our goal is to have all three agreements,
with their outstanding issues addressed, approved by Congress.

On February 9th, I testified before you and other members of the House Ways and
Means Committee that President Obama had directed me to intensify engagement
with Colembia and Panama to resolve the outstanding issues as quickly as possible
this year and submit them to Congress immediately thereafter.

The next day, on February 10th, T met with the Vice President of Panama. Our
teams have met subsequently and agreed upon actions that, when taken by Panama,
will ready that agreement for Congressional consideration.

On February 11th, Administration officials began consultations on Colombia with
key stakeholders and members of Congress, including House and Senate leadership.
On February 15th, USTR led an interagency mission comprised of the State
Department, Labor Department and White House officials to Colombia. We have
since met multiple times with stakeholders, Members of Congress, and your staffs to
review these findings and assess next steps.

I announced before the Senate Finance Committee on March 9th that on March
10th senior Santos Administration officials would meet with USTR to engage
further on our shared goals to protect labor rights and workers. We are working
with the Colombian government to resolve serious outstanding issues regarding the
protection of internationally-recognized labor rights, violence against labor leaders,

and the prosecution of perpetrators so that we can advance the agreement for your
consideration.

Chairman CAMP. All right. Thank you. Mr. McDermott is recog-
nized.

Mr. MCDERMOTT. Thank you, Mr. Chairman. Thank you, Mr.
Stark, for giving me another 5 minutes.

I would like to go on with the question of China. In Section 301,
the green technologies issue, there was a letter from us, 178 Demo-
crats and three Republicans, asking you to look into what was
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%oing on there in terms of their green technology and wind tur-
ines.

It is my understanding you have decided to find a case on the
wind turbine issue, and we are very much pleased by all of that.
You said, in doing that, that you lack the tools and the resources
to uncover all the evidence within the statutory time frame.

Tell us what you need to make it possible for you to do this in
other areas and in a more timely fashion because we want to work
hand-in-glove with you to make these things work for our workers,
for our economy.

Ambassador KIRK. Well, first of all—and we do appreciate your
letter, and as you know, a 301 petition was filed last fall regarding
China’s industrial policies in a number of the energy areas. There
were five different complaints alleged.

The good news is we were able to successfully resolve the over-
whelming majority of those by directly engaging and confronting
China through our office at USTR, but also through JCCT. We did
initiate consultations through the World Trade Organization on
China’s, we think, illegal subsidy of projects in the wind area. We
are beginning consultations there.

I want to be careful in this environment in which I know at the
same time this committee is meeting, your budget committee is
meeting. And you are in a horribly constrained environment. And
we are asking American families to tighten their belt and make de-
cisions, and I know it is too easy sometimes for all of us to just
come and say, give us more resources.

Now, having said that, we have a very strong team at USTR, but
we are not all lawyers. That 223 employees is everybody, from top
to bottom. And if we are going to have the robust enforcement that
we have committed ourselves and engaged on, one of the things we
are going to be looking, perhaps, through this organization is how
we can strengthen our resources there because we have great legal
talent that understands the law and can prosecute cases.

We are woefully short, frankly, on the investigative side, so in
many cases, we have to rely on the resources of other agencies.
Something as simple as when we take on a case with China—in
the tires case that Congressman Levin mentioned, we exhausted
our translation budget in three months on one case with China be-
cause of the amount of money we had to spend on translators.

But we are working with other agencies to see if we can’t address
that, and we will be happy to come back and visit with the com-
mittee on ways that will add the resources to make sure that we
can stand up for our rights and America’s workers.

Mr. MCDERMOTT. Can I ask further? We have talked a little
about the Korean Free Trade Agreement, and I would like to hear
from you what you think the positives impacts were. We are argu-
ing or fussing about the timeline and when will it be up here and
all that. When it happens, give us an idea what you anticipate will
be the positive impacts on the economy.

I understand you estimate $10 billion as opposed to $1 billion in
Colombia, so it seems like a much bigger deal. But where is that
going to happen in the economy?

Ambassador KIRK. Well, first I want—and I do appreciate that.
The $10 billion number is one that the ITC estimates. We don’t do
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the economic estimates. They take that away from us. We think
that is a fairly conservative number because the way we capture
trade data right now is much more heavily weighted to manufac-
tured and exported goods. It is not as precise as it relates to serv-
ices.

We talked a lot about what this will do to level the playing field
in the automotive sector. But this is going to be very good for all
American manufacturers because we are going to see a reduction
in those tariffs immediately, the elimination of most of them in the
first 5 years, and 80 percent of our exports to Korea are in the
manufactured goods sector.

For those of you from farm states, this is a great win for us. Our
beef exports are up 187 percent. We are now exporting almost $500
million worth of beef in Korea. The tariffs on those are going to
come down immediately. It is also going to help grains and soy-
beans and others, so those sectors are going to benefit as well.

Where we really see an opportunity for us to gain market access
is in Korea’s service market. It is a $560 billion market that we for
the most part have had very little penetration. For the first time,
we are going to have access to that.

So we think the $10 billion number is compelling. The 70,000
jobs, we actually believe that is a fairly conservative number. The
other important thing, it gives us a foothold, again, in one of the
most economically dynamic regions in Southeast Asia and strength-
ens what is already a very strong strategic partnership between
the United States and South Korea.

Chairman CAMP. Alright. Thank you.

Mr. Tiberi is recognized.

Mr. TIBERI. Thank you, Chairman. Thank you, Ambassador, for
your leadership, and thank you for being here today. As you may
remember, I am from Ohio, one of those Rust Belt states that you
talked about. I know you have an Ohio connection as well.

A quick question: The President has talked about doubling ex-
ports. Can we do that without passing any additional trade agree-
ments?

Ambassador KIRK. It would be difficult. And again, one of our
passions for getting Korea and the others right, Mr. Tiberi, is to
do that. Now

Mr. TIBERI. Thank you.

Ambassador KIRK. I would tell you, to this point our exports are
running at about 17 percent per annum clip, which is above the 15
percent needed. But certainly if we can get not only Korea but Pan-
ama and Colombia and Trans-Pacific Partnership done, it will
make that goal much more

Mr. TIBERI. And increasing exports means increasing jobs,
growing the economy. Correct?

Ambassador KIRK. Yes, sir.

Mr. TIBERI. You talked about cynicism, and you were absolutely
right on. In my state, in my district, there is a ton of cynicism with
respect to trade, and there is a disconnect between trade and ex-
porting. And I appreciate your leadership. It has been absolutely
fantastic.
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However, there is a farmer in this room from my district. His
name is John Davis. And he is cynical as well with respect to
Washington, D.C., and here is why.

If you sat at his farm home in the fall of 2008 during the elec-
tion, you would have seen a Candidate Obama talk about repealing
NAFTA, how CAFTA was bad, how trade has cost jobs. If you
would have sat in his farmhouse during the last election in 2010,
you would have seen more money than I have ever seen spent in
Central Ohio, as well as in the Cleveland market, in the Cincinnati
market, about how trade has cost hundreds of thousands of jobs in
our state. Trade is the big bogeyman with respect to how Ohio’s
economy has suffered.

And so if you are John Davis sitting in this room and you want
to hear about cynicism, how do we stop that cynicism when every
2 years in an election we have people running for office making
trade the bogeyman? Nobody, nobody, understands that you are
going to—in my state, at least, other than people who work this
every day who you talk to who maybe run companies or farm like
John Davis, that we could, for instance, with Panama, by passing
Panama, we can double agriculture exports from the United States,
which means, again, more healthy farmers.

But that is the minority. It is not the majority of Ohioans be-
cause all they see coming from leaders, like President Obama when
he was campaigning in 2008, that trade costs jobs. That puts a tre-
mendous amount of pressure on you and on me and everybody else
up here when we try to tell them, no. Exporting and trade actually
is going to grow our economy.

And I think the President is disadvantaged when now he says,
we are going to grow the economy by exporting—and, by the way,
not talking about trade agreements—because he is one of many
who has said trade has cost us hundreds of thousands of jobs.

As you know, Canada is Ohio’s largest trading partner and has
created a ton of jobs in Ohio. And Canada is a great ally, not just
a great trading partner. So how do you, as the point person, who
has been dealt a very difficult hand and has handled it very profes-
sionally, help bridge that disconnect with the American people and
the people in the Rust Belt that no, trade is good, trade can be very
good, trade can actually grow our economy, exports mean trade,
and it can actually create more jobs in America and create a better
America for all of us and our kids?

Ambassador KIRK. Well, you heard Mr. Brady talk about my
work as a mayor, and I always tried to govern myself with one
principle, that the truth is always an option. And unfortunately, I
don’t know that either one of your statements is wrong.

And one thing we are doing is going to place like Cleveland, and
going to Detroit, not just going to Dallas and Washington and oth-
ers, and talking truthfully about what the promise of trade is. But
it also means then that we have to have a less tin ear to those that
say we need help.

So one of the things you do—and I agree; I think it was Con-
gressman McDermott—we do need to pass trade adjustment assist-
ance. And we need to enforce our rights as we did in the tires case.
And then we can get people to sit and listen. We can make the case
and help them understand trade can help create jobs in Ohio.



51

Mr. TIBERI. Well, Ambassador, I hope that your leadership

Ambassador KIRK. Obviously, Rob Portman made a good case of
it because he——

Mr. TIBERI. Yes. Well, I hope you use your leadership to help
us get Colombia and Panama across the line as well because if we
are indeed going to double our exports in the next several years,
it is critical that we pass Colombia and pass Panama in the very
near future.

Ambassador KIRK. Yes.

Mr. TIBERI. Thank you. I yield back.

Chairman CAMP. Thank you.

Mr. Davis is recognized.

Mr. DAVIS. Thank you, Mr. Chairman.

Ambassador Kirk, before asking my question, I would like to
comment briefly on the Japan Post insurance issue, which I know
you are aware of, which is a matter of serious concern to many of
us on the Committee.

Members of both parties are watching closely to see how the
Japan Post privatization is handled. This issue is very important
to U.S. insurance companies. I know you have worked hard to en-
courage Japan to reform Japan Post in a manner consistent with
its WTO obligations, and I am concerned that the privatization ef-
forts to date may not fully be in compliance with its commitments
as a member of the WTO.

Mr. Ambassador, we support your efforts and those of your pred-
ecessors and hope that you can achieve a successful resolution to
this issue soon. I will be submitting a question for the record per-
taining to this important issue.

But for my question today, I would like to come back a little bit
closer to home, to some of the agreements that have already been
touched on. I would like to hear your thoughts on the geopolitical
or geostrategic aspects of two of our pending free trade agreements,
Panama and Colombia.

They are key U.S. allies in Central and South America where
Venezuela’s anti-American president, Hugo Chavez, seeks to under-
mine U.S. interests and dominate the political landscape. Panama
and Colombia are also key links in the north-south inter-American
drug trade. By not implementing these agreements, we are allow-
ing some in Latin America to question our commitment to the re-
gion.

I am not alone in this belief. In May 2008, five former heads of
the United States Southern Command wrote an open letter to Con-
gress strongly urging support for the Colombia Free Trade Agree-
ment. In light of the significant U.S. strategic interests in the re-
gion, I am concerned that the failure to move these agreements
could precipitate a setback for U.S. influence in the region.

Do you share these concerns? And if you do, would you mind
elaborating on them for a moment?

Ambassador KIRK. Well, let me say that we have examined our
relationship in Latin America from every standpoint. Now, I am al-
ways—I try to be guided by the reality that the only reason the Of-
fice of U.S. Trade Representative exists is because Congress man-
dated that there be someone that looked at these purely from sort
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of a commercial standpoint, not a strategic one. That is why we are
no longer housed in the State Department.

Having said that, we fully understand the strategic importance
of our relationship with Colombia. We applaud the work of both the
Uribe administration and now the Santos administration in work-
ing with us on the drug interdiction areas. But that is why I think
it is that much more important that we are willing to try to find
bipartisan compromise to move forward on these agreements that
stalled in May 2008.

In Panama, everywhere I have gone from the Port of Baltimore
to the Port of Orlando is getting ready and building infrastructure
here to take advantage of the widening of the Panama Canal and
the impact it can have on our port facilities here to handle greater
transshipment of goods back and forth.

So yes, we have examined all of those elements of the benefits
of that. And I think it just creates a great imperative for us to
come together on this other issue so we can allow these agreements
to move forward.

Mr. DAVIS. I guess I would like to go to a deeper level on it. The
concern that I have—and I appreciate, as Mr. Tiberi noted, you
have been dealt a difficult hand in dealing with this. You under-
stand firsthand the issues of the benefits of trade.

But when we talk about raising the issues of the ILO standards,
we talk about various perspectives, out of concern for the Colom-
bians, let alone the Panamanians, we have had their militaries
come and plead with us, militaries across Central America and the
Colombians, to bring these agreements about because of their inter-
nal security issues.

And labor leaders in Colombia have come and pleaded to have
us bring this forth. And those would have are strong organized
labor advocates in the Democratic caucus have chosen to ignore the
very voices that they say they are trying to help.

And I guess my concern is, considering that Colombia is more in
compliance, as I understand it, with these ILO guidelines than we
are, don’t you think that this rhetoric is a little bit—not yours—
but a little bit dissonant? That we need to actually agree that this
needs to move forward? It needs to move forward urgently both for
economic and national security concerns?

Ambassador KIRK. Well, we want to address all of the out-
standing concerns. I am not going to comment on your interpreta-
tion of the Democratic members of this committee’s understanding
of those ILO commitments.

And I would say—and I appreciate Mr. Tiberi’s concerns. But I
enjoy the work that I have, and I think the President has dem-
onstrated great courage and leadership in articulating to the Amer-
ican public how we can win, but we can win by having trade agree-
ments that fairly reflect our values, that open up markets, that are
enforceable. And if we can work in a manner to get those done,
then I think we will get to a place that we are not having this con-
versation next year.

But the longer we want to sit and try to decide which party is
to blame for not moving it forward, that is how you end up with
these agreements being stalled for 4 years. And so I think it is time
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to look. Let’s find common ground. Let’s stop pointing fingers at
one another and figure out a way to move these forward.

Chairman CAMP. Thank you. Before I recognize Mr. Lewis for
5 minutes, after Mr. Lewis we will go to 3 minutes of questioning.
I know the Ambassador has to leave at 12:30, and I want to give
everybody an opportunity to ask a question of you.

So with that, I will recognize Mr. Lewis for 5 minutes.

Mr. LEWIS. Thank you very much, Mr. Chairman. Mr. Ambas-
sador, I want to thank you for being here today, and thank you for
your service.

We have heard a great deal about delay. Wait. Is it better to
rush and get an agreement, or to wait and get it right? Now, Mr.
Ambassador, you know I am very concerned about the issue of
human rights, workers’ rights, environmental issues. Some of these
concerns and issues are long-seated problems in Colombia.

You know, it is all right to talk the talk, but sometimes we need
people to walk the walk. And I am not sure that the leaders, even
the new leaders, are prepared to walk the walk. There are too
many killings, too many violations of human rights, too many peo-
ple disappearing.

And as you said, and I agree with you, our trade agreements, our
trade policies, should reflect our core values. Could you just elabo-
rate? What are you going to do to see that the people in Colombia
do the right thing? As someone said before, the time is always right
to do right, and if we don’t stand for something, we will fall for
anything.

Ambassador KIRK. Congressman, thank you for your question.
Thank you for your service. You are a hero to so many of us who
value and respect human rights, and we appreciate your advocacy
and leadership on that.

I will say what I have said to others. We think that there has
to be a way for us to respect the sense of urgency that America
take advantage of these opportunities to conclude these free trade
agreements so we can say to that farmer, here is an opportunity
for you to grow your business. We can say to our manufacturers.

But we have to keep faith with the American people that want
us to have a trade policy that reflects those values. And so, again,
my simple answer is we believe we have to be responsive to both,
and we can do so.

I know you have spent years studying and devoted to the issue
of human rights, labor rights in Colombia. I would tell you we are
greatly encouraged with not only the rhetoric but the actions we
have seen of the Santos administration, and that is part of what
is driving the President to encourage us to intensify our negotia-
tions.

I know for some there is still an unacceptable level of violence.
But we do believe, not only under the current Administration but
under previous Administrations, Colombia has made great strides.
We think we can build on that and work with the new Administra-
tion, work with those of you on the committee on both sides, and
come up with the path forward that allows us to address their
sense of urgency but your concerns about making sure we do so in
a manner that takes care and respects the rights of those workers.
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Mr. LEWIS. Thank you very much, Mr. Ambassador. Mr. Chair-
man, I didn’t take my 5 minutes. I think I took about three.

Chairman CAMP. All right. Thank you.

Mr. Reichert is recognized for 3 minutes.

Mr. REICHERT. Thank you, Mr. Chairman.

Welcome, Mr. Ambassador. I have enjoyed working with you, and
you do enjoy your job, I have noticed that, although it is a tough
one.

The bottom line is that we want to sell American, and that is
really the message. And I think you are delivering that message
loud and clear. I am pleased to be a part of the Export Council ini-
tiative with Mr. Tiberi and yourself and Secretary Locke. And the
goal, as I understand it, so far in the two meetings we have had
is to create two million jobs by doubling exports.

As I have said in some previous trade hearings, we haven’t done
that, doubled exports, since 1995, between the period of 1995
through 2007, and during that period of time, we passed nine trade
agreements.

So one of the first questions I was going to ask is whether or not
you thought that passing the Korean Free Trade Agreement, or not
passing, would impact the doubling exports initiative. And your an-
swer was, it would be difficult.

So I also want to say that I really appreciate your recognizing
right up front Washington State’s issues as far as Canada attract-
ing new customers into their ports and not into the Port of Seattle
and Port of Tacoma when we first visited, and the importance of
Korea to Washington State, as Korea is its fourth largest trading
partner.

So what will be the impact of further delays in passing the Ko-
rean agreement through Congress? What do you think they might
have on meeting that the Export Initiative’s goals? And do you be-
lieve, as I and many colleagues on both sides of the aisle do, that
we will lose hundreds of thousands of American jobs if the E.U. im-
plements its agreement with Korea before we pass ours? And con-
nected with that, we know that China has already increased its ex-
ports—or imports to Colombia by over 200 percent. We are losing
market share.

If that is true, we are going to lose thousands of jobs with these
two things happening. Doesn’t the same hold true with Colombia
and Panama?

Ambassador KIRK. Yes. First of all, Congressman, thank you for
hosting us during the road show with the ASEAN ministers when
we were in Washington. Thanks for working with us on the Export
Council.

And in the interest of time, the answer to all your questions is
yes. I would add one thing, briefly. When we look at Korea, we
tend to look at the 70,000 jobs. It is important to note 4 years ago
we were the number one exporter in the Korean market. Today we
are number four and sinking fast.

So there are two ways to look at this. You can look at this and
say, we pass it, we have the opportunity to reap the benefit of
those 70,000 jobs. If we don’t pass the Korea Free Trade Agree-
ment, we put at risk 270,000 jobs that are now tied to all that we
export to Korea.
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And I would say to those of you concerned about Panama and
Colombia, I think it is a bit easy to look at Korea because it is $10
billion. From our Administration—I can certainly speak for me—
every job is important. So whether Panama is a billion-dollar mar-
ket or Colombia is a $2 billion market, they represent opportunities
for some small business. And that is why I think it is important
we find a way to bridge our differences to move forward on those
as well.

Chairman CAMP. Alright. Thank you.

Dr. Boustany is recognized.

Mr. BOUSTANY. Thank you, Mr. Chairman. Ambassador Kirk,
I am glad we finally have you in front of our committee, and so
welcome.

Look, I appreciate the work done on the South Korean Free
Trade Agreement. I know it is going to help workers. It is going
to help us grow jobs and business. But I can’t pass up this oppor-
tunity to say that rice, which is very important to my state in Lou-
isiana, was excluded.

We know no trade agreement is perfect. But I do believe pro-
crastination really hurts us from a standpoint of prestige, credi-
bility, and leverage. So it is time to move forward on this agree-
ment.

By contrast, if we look at Colombia, our commodities, including
rice, are included in this agreement, and we have seen amazing
statistics whereby U.S. exports of commodities have plummeted
just over the past year or two because we have not moved forward
and other countries are moving forward with Colombia and free
trade agreements.

So I hope that we will get to the point where we stop hurting
our farmers and rural communities and get moving on these be-
cause it is going to help us export our commodities going forward.

I want to raise an issue. You and the President have talked ex-
tensively over the past 2 years about enforcement as a very impor-
tant part of your trade policy. I have a mid-sized Louisiana com-
pany that cannot get payments on nearly $3.7 million in business
with China, products that they sold to China.

I believe having a robust bilateral investment treaty with China
is imperative. Other countries are doing this. If we are going to re-
gain a competitive footing and help especially small and mid-sized
firms, as the President has expressed interest in doing, we need a
robust dispute settlement mechanism to handle this. And I think
we are falling behind.

So what is the delay on the part of the Administration in moving
forward in getting a bilateral investment treaty specifically with
China?

Ambassador KIRK. Well, first of all, Congressman, thank you for
your comments about agriculture. And parenthetically, I will tell
you this year America’s exports were up dramatically, almost $106
billion, according to USDA. They are forecasting that 2011 could be
our highest year ever. We may reach as high as $114 billion, and
that is extremely important to all of America’s farmers and their
workers and families. And we will be looking to try to address some
of your concerns about rice within TPP and others.
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With respect to enforcement, we are trying to do two things with
China. We are seeking a BIT with China. It would be helpful. We
have had four negotiating rounds thus far. We are moving on par-
allel tracks because, one, we had already begun a process to review
our BIT model because we believed it needed updating; it hadn’t
been revised in almost 10 years.

We are hopefully at the very end stages of that. We have had ex-
tensive consultations with our committees of jurisdiction, the busi-
ness community, and there are only just a couple of issues that re-
main to be resolved. But we are going to try to get that work con-
cluded as soon as possible as well, and then we can go forward, not
only Vﬁith hopefully concluding our BIT with China, but with India
as well.

Mr. BOUSTANY. Thank you.

Chairman CAMP. Thank you. The chair recognizes Mr. Neal.

Mr. NEAL. To you, Mr. Chairman.

Mr. Ambassador, I want to weigh in, as Mr. Davis did, on the
issue of Japan Post. It is a very important issue to my constitu-
ency, and we have gone back and forth on that with USTR over a
number of years. And I hope that you are going to continue to vig-
orously pursue that issue in terms of reform.

Let me just, if I can, Mr. Ambassador, take us to an issue that
I think is important here. Our friends on the other side suggested
repeatedly that there have been these delays that we have con-
structed into these FTAs. In many ways, the easiest bilateral was
Panama, and the problem was the complication that was offered by
the assembly speaker, who murdered, I believe, an American sol-
dier, who was alleged to have murdered an American soldier.

The Bush Administration correctly pulled back on that bilateral
because of that human rights violation. So we can’t say that we are
going to, as Mr. Lewis pointed out, dismiss certain bad behavior
with human rights if it is a Republican president, and then insist
that human rights ought not to be a consideration if it is a Demo-
cratic president. And I think that is the point that Mr. Lewis and
I were trying to shop with you.

But could you give us an update on where we are with the Pan-
ama bilateral, and what has happened with domestic politics there
that might ensure an easier path to completion?

Ambassador KIRK. I will try to. And thank you for your com-
ment. You are correct in noting that one of the reasons Panama
stalled was the complication of I think it was the head of their as-
sembly that had been convicted in a court in Florida, in fact, of
murdering a U.S. soldier. And the Bush Administration wisely
said, we aren’t going to do business with you.

After that person was removed from office, we began to engage
Panama on ways we could address the outstanding issues we had
presented to them. Then we had the intervening complications of
the OECD designated Panama as a tax haven.

And we were engaged with the previous Administration, and we
met with them in the Summit of the Americas. Mr. McDermott, in
fact, was there, and others. And that Administration told us, frank-
ly, if you are telling us that we are going to have to put in place
a tax information exchange agreement, we are not sure that we
want this deal.
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But the bottom line is we were able to progress beyond that. We
have a new Administration in place. They do value this relation-
ship as we do. We have made great progress on a number of the
issues on labor. They have been working with Treasury to address
the tax issues.

I do understand they have initialed the tax information exchange
agreement. There is some legislation that needs to be passed to ad-
dress a corollary issue relating to bearer shares. But frankly, we
are making very good progress with Panama, and we will be work-
ing with them on the coming months to see if we can’t address
those outstanding issues.

Mr. NEAL. Well, thank you, Mr. Ambassador. The point that I
think that also needs to be raised, that this committee’s history,
certainly in the 22 years that I have been a member, has been
largely bipartisan. I think that as we try to find a path forward on
these issues with these bilaterals that are hanging out there, we
really want to ensure that the language that is offered here makes
certain that going forward would be a bipartisan undertaking.
Thank you.

Mr. BRADY. [Presiding.] Thank you.

The chair recognizes Mr. Heller.

Mr. HELLER. Thank you, Mr. Chairman. And Ambassador,
thank you for being here. Appreciate your spending some time and
effort and energy in this committee with us.

From a state that is struggling, Mr. Ambassador [sic], with al-
most 15 percent unemployment, we talk about these free trade
agreements and their impact and what they would mean to a state
like Nevada. Clearly they are incredibly important. In fact, trade,
as you probably well know, has certainly helped Nevada.

Since its inception in 1864 to the year 2000, we went obviously
from zero trade to $1.5 billion. But then from year 2000 to the year
2008, it went from a billion and a half to almost 6.2 billion, an in-
crease of 266 percent in just 9 years.

Now, the President has challenged all of us to double exports in
the next 5 years. I would argue that Nevada has already done this.
From 2004 to 2008, our exports jumped 110 percent. And we did
this by taking valuing of fast-developing markets, helping Nevada
companies access these markets such as China.

In 2000, China was Nevada’s 24th largest export market. In
2008, it was our third largest. Similar examples with India, from
28th in 2000 to 17th, or Brazil from 26th to 20th. So trade has al-
ways been very, very important for a state like Nevada, and clear-
ly, as we move forward with this economy, trade is going to play
a big part in picking this state up.

Mr. Boustany talks about rice, and rice is important in Lou-
isiana. And mining is very important in Nevada. And I would like
to share a real story. We have some miners here in the building,
and some of their concerns are with pending free trade agreements.

For example, in Panama, their concern is that they have taken
a lead based on encouragement from the government that there
will soon be a free trade agreement; but in their efforts to mine and
do the research and development which they are doing, what they
are finding is that the corruption in the government in Panama
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right now is making it very, very difficult for them to make a profit
even though the ore, the mineral they are able to find, has been
very good.

And a lot of these international or national mining companies, of
course, come out of the State of Nevada. And sharing their concern
villitl}? me, I guess I will put it in your lap. How would you address
this?

I mean, they pay the licensing. They pay the fees. But then they
pay the fines. They have a corrupt government that they have to
make under-the-table payments, and it is making it very, very dif-
ficult for them, obviously, and their shareholders to produce or to
make a profit.

How would you respond to that, and in light of perhaps a Pan-
ama Free Trade Agreement coming through, be able to give them
some encouragement?

Ambassador KIRK. One, I would want to follow up and get more
specifics on that. Secondly, I wasn’t much of a lawyer, but the law-
yer I was would tell you that what you framed to me was a hypo-
thetical because American companies don’t pay bribes because that
would be in violation of the Foreign Corrupt Practices Act. So first
of all, we are not going to put anybody

Mr. HELLER. It is tough out there. It is tough out there.

Ambassador KIRK.—at risk of that. But I don’t mean to make
light of it.

Mr. HELLER. I understand. I understand.

Ambassador KIRK. If we could maybe have a conversation after-
wards, I could learn a little more about that.

But I would say one of the values of all of these free trade agree-
ments—and, for example, why we want Russia in the WTO, and
China—is then we do have them in a legal rules-based environ-
ment that we can address some of these issues.

But I will be happy to follow up with you. And I would say

Mr. HELLER. I would appreciate that.

Ambassador KIRK.—but we don’t talk enough about travel as a
part of our exports. And as Congressman Reichert can tell you, on
our Export Promotion Council, that is one element that we are
looking at. And since I was in your great state for the CEC Council,
it is refreshing to see that the tourism and the dollars that those
foreign businesses bring——

Mr. HELLER. It is helpful.

Ambassador KIRK.—are helping to bring Nevada back.

Mr. BRADY. Mr. Chairman—thank you, Mr. Chairman. Thank
you very much. And thanks for being here today.

Mr. HERGER. [Presiding.] Thank you. And I do appreciate Presi-
dent Martinelli’s effort both to resolve outstanding issues so we can
move forward on Panama as well as create a business climate that
is welcoming for foreign investment as well.

The chair recognizes Mr. Roskam.

Mr. ROSKAM. Thank you, Mr. Chairman. Ambassador, thanks
for your time today.

Ambassador, earlier you said that the Administration was going
to move forward on the Korean Free Trade Agreement in a matter
of weeks. That sounds like a processed answer, and a lot of thought
was given to that.
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Is that a matter of weeks that can mean months, or is that a
matter of weeks, the common understanding of weeks, that is, less
than a month?

Ambassador KIRK. Well, I went to public schools in Texas. But
for us, weeks means weeks.

Mr. ROSKAM. Good. So less than 30 days we can expect that?

Ambassador KIRK. We are—listen. We are trying to finalize the
text. As you know, we are operating under trade promotion author-
ity, and so there is a fairly structured process by which we submit
this to this committee and Finance, and you began your, I think,
mock hearings on those.

We very much are concerned, as you are, that we want to get
this agreement before the Congress and passed so that at least we
aren’t putting our exporters in a competitive disadvantage.

Mr. ROSKAM. Great. But just so that I am clear, the common
understanding of weeks is less than a month. And that is what
really we are looking at. Is that right?

Ambassador KIRK. Yes, sir.

Mr. ROSKAM. Great. How about Colombia?

Ambassador KIRK. You may have missed my introductory re-
marks. But the President, just as he did last year in directing us
to see if we couldn’t conclude our negotiations on Korea, has di-
rected us to intensify our engagement with Colombia so that we
can resolve those outstanding issues this year.

And we have had, I think, a fairly exhaustive discussion of the
sense of urgency and the sense of concern from members on both
sides. And we are going to find some way to find some common
ground that will allow us to address those and move forward.

We will send a team to Colombia next week. The vice president
was here. Two weeks ago he met with myself, members of the Ad-
ministration, the Secretary of State. We are encouraged with their
new leadership. We hear your message. We are going to move for-
ward as quickly but thoughtfully as we can.

Mr. ROSKAM. Turning just briefly to China, I want to highlight
an experience in a nutshell. And I will follow up with you with a
letter, Ambassador. A corporation in my district, Fellows Manufac-
turing, is involved in essentially a nightmare scenario with a joint
venture that has gone south. And they have not been able to get
the legal remedies that they deserve.

I think it is a very, very serious example of manipulations on the
part of some in China that are taking advantage of an incredibly
significant manufacturer in the Chicago area. Because our time is
truncated, I won’t belabor the point. But I did want to highlight it
because I think it is an area where the Administration and Con-
gress can work forthrightly to advocate and defend American man-
ufacturers who in some cases, and in this case, a quick reading of
this story, it sounds like the wild west.

So I know you don’t have the benefit of the details, but I will fol-
low up and get these to you for your consideration.

I yield back.

Mr. BRADY. Thank you. I inadvertently recognized a member
who was not here at the gavel at the outset, so in fairness, would
like to recognize Mr. Rangel.
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Mr. RANGEL. Thank you, Mr. Chairman, and it is just a great
pleasure to see you here, and even a greater pleasure to hear about
the progress that is being made with our dear friends in Korea. I
first went there in 1950 under different circumstances, but I cannot
believe the tremendous advancement that they have made eco-
nomically and in terms of democratic principles.

Quite frankly, it is much more difficult to alter agreements that
already have been made rather than be involved in the first in-
stance of discussion. You have done a fantastic job and I am so
pleased to hear that.

You know better than most people that we have reached a point,
due in part to high unemployment, that when you say trade, people
believe you are selling out the “Made in the USA,” and you are
transferring jobs across. And of course, whether Republican or
Democrat, business or labor, I don’t think we do a good job in iden-
tifying exactly where is the job creation.

It just seems to me, as a former mayor, that if you are selling
anything, the bottom line is, what is in it for me, Jack? And that
is how you sell things. That is what politicians do.

So if you had asked me as to what this does for America, I would
relate so closely to Detroit as well as Nevada and the pain that we
feel as Americans. When you see this type of pain, you know if it
is good for Detroit, it is good for us. And you have really overcome
a big obstacle.

But what about the rest of the jobs, whether in services or agri-
culture? Why don’t members, Republican and Democrats, come and
say, Rangel, we need that bill; it is going to help us to have jobs?
I don’t hear that type of thing. I hear it from the Chamber of Com-
merce. | hear it from the Republicans. I hear it from business peo-
ple, and certainly those that have a concern about making America
great because we have to trade in order to survive.

But how do you reach out to see what jobs are going to be cre-
ated? Of course, if they are for New York, that would be great. But
if they are not, they should be good for the country. I don’t get that
response on trade.

Ambassador KIRK. Well, Mr.—forgive me, Mr. Chairman—Con-
gressman Rangel, thank you for your kind words. Thank you for
your service to our country. And one, we would love nothing more
than to work with you, with the members, to provide you that data.

Again, we are reasonably small. But I can tell you, in the case,
we can get data for every member, every district, at least to the
degree we have collected what every one of these free trade agree-
ments means in your communities.

And I can tell you, in the case of Korea, there is not a member
here that does not have at least tens of thousands of workers that
won’t be benefitted from our passing this agreement. Some may be
in manufacturing. Some may be in the services and insurance.
Some may be in agriculture. Some may be those small businesses.
We tend to overlook the fact that many of the beneficiaries of trade
are those small businesses who are suppliers to either Caterpillar
or Chrysler or Ford, and they may not even realize that they are
benefitting from trade.

But we would welcome the opportunity to sit down with any
member and at least give you the best data that we have. And then
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hopefully you can help educate us on what some of those opportuni-
ties are.

Mr. RANGEL. Thank you, Mr. Ambassador. “Kamsa Hamnida”,
as they say.

Mr. BRADY. Thank you. The chair recognizes Mr. Gerlach.

Mr. GERLACH. Thank you, Mr. Chairman. Mr. Ambassador,
thank you for testifying today.

Whenever you talk about trade in Pennsylvania, the first word
that comes up is China. Everybody is so concerned about the cur-
rent trade policy, or lack of trade policy, that we have relative to
that growing economy. And we have heard from so many different
businesses and entrepreneurs in Pennsylvania that the currency
manipulation problem is one that is greatly impacting adversely
their ability to trade their products in China and have a fair price
for a Chinese product here in the United States.

In the testimony you shared with the committee before you start-
ed at 10:00 a.m., you have a paragraph here that says, “Engage-
ment with China, including through the Joint Commission on Com-
merce and Trade, has been very productive, showing results in ad-
dressing indigenous innovation policies, improving intellectual
property rights, including securing greater use of legal software.”

That is wonderful progress and we applaud you for that. But
there was no mention of the currency manipulation problem that
continues to be such a problem.

So my question to you is, first of all, what was the specific dis-
cussion, if you know, between President Hu and President Obama
when they met recently on this issue? And what can you tell me
the specific plan is of the Administration to try to get this currency
manipulation problem resolved once and for all?

Ambassador KIRK. Well, I appreciate your concerns about China.
It is a complex but long-term and extraordinary opportunity for
America’s businesses and exports, just as they are trying to move
600 million people from an agrarian society to one in which they
can have a need for and afford the types of products, services,
goods produced in this country. So first of all, we think it is worth
the time and effort.

Secondly, my remarks were deliberately drafted to reflect those
areas that USTR can most impact. And I hope I don’t sound eva-
sive, but as you know, our Secretary of the Treasury has the re-
sponsibility to address the currency issue, and I know he has spo-
ken on that. And so I don’t want to say anything that attracts or
detrﬁcts from the stance that Secretary Geithner has enumerated
on that.

I will tell you that in every occasion that President Obama has
engaged President Hu—and it is instructive to note we have pro-
gressed to a point where it was a big deal 10, 15 years ago that
an American president entertained his Chinese counterpart once in
a term. President Obama and President Hu have now had eight
face-to-face meetings. When you include G20, G8, every four, the
President does address the issue of China allowing its currency to
flow to national norm. So we do that.

But our work at USTR is to make sure we are responsive to
those other concerns. You have heard other members talk about
their concerns about intellectual property rights, piracy, indigenous
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innovation, and that is where we think we can add the most value,
is that while the currency issue is important, what we hear from
small businesses is their fear of putting a product in China and,
just frankly, having stolen it. We hear businesses who are there
that are concerned about their indigenous innovation policies.

So we think the time and energy we spend on those areas can
be just as important to your businesses as addressing the currency
issue.

Mr. GERLACH. The House last session, late in the session, did
pass a bill

Chairman CAMP. [Presiding.] I am afraid the gentleman’s time
has expired.

Mr. GERLACH. Oh, okay. Thank you, Mr. Chairman.

Chairman CAMP. Mr. Buchanan is recognized for 3 minutes.

Mr. BUCHANAN. Thank you, Mr. Chairman.

Ambassador, I appreciate you being here today. And I share, I
think, the intensity we just talked for a couple of minutes your
views just as much on doing what is best for Americans and Amer-
ica and American companies. We need to continue to fight for them
in terms of all the trade agreements.

I do want to say I applaud the effort that you guys have moved
forward on Korea. I think that is very important. But let me men-
tion to you as it relates to my district, and really the State of Flor-
ida. We have 14 ports in Florida, but I have a port in our area,
Port Manatee. It is the closest port to the Panama Canal.

It is something that we have been working on for a lot of years.
They are doubling the capacity in terms of Panama. I have been
down there, have had the Ambassador in our area. We have met
with the President. And we have had delegations from the port to
go down there because, again, they are doubling the capacity. I
think they are spending $5 billion in terms of improvements in
that area.

I am very concerned that these things go on for 4 years. You
mentioned you have been in business. I have been in business. I
have been in complicated deals before, maybe not as complicated
as this, but I am very concerned when these things run on. There
is the saying that you can’t manage it if you can’t measure it.

And I think that is what we are talking about, is having some
reasonable time frames, because it is affecting us in terms of our
jobs. We have got 20,000 good-paying jobs, directly and indirectly,
with our port. We think we can double that. But here we are. We
have been waiting 6 months, 9 months, some as long as 2 or 3
years.

It seems to me at some point you can’t get the perfect deal. You
get as much as you can get done, my experience 80, 90 percent, and
then we need to move on. But I think it is imperative that Panama
and Colombia, we get those off the table because to me it is a lot
about politics. And if we don’t do something now, we are going to
run into more politics coming up here shortly. So we need to get
that done. So I just want to get your comment.

And the second thing, I do share a lot of concern about China
and a lot of issues with China. But what happens, because we can’t
move forward here, we don’t get a chance to get to the China dis-
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cussion. So it is imperative we get this done in the next six months,
I think, for the sake of the country, Florida, as well as my district.

Chairman CAMP. Well, thank you. The other point is, Panama
was started in 2004, and here we are in 2011. After 7 years the
law declares you legally dead, and we don’t want Panama to die.
We want it to keep going.

So with that, I would recognize Mr. Doggett for 3 minutes.

Mr. DOGGETT. Thank you, Mr. Chairman.

It is always good to see a fellow from Austin do so good and do
so much important work on the world stage. I appreciate your serv-
ice, Ambassador.

I voted, as a member of this committee, for most of the trade
agreements that have come here, and hope to vote for more. If we
were looking at it solely in terms of trade impact, the three agree-
ments we have been discussing would be very easy to support.

These Bush/Cheney trade proposals are very much at the mar-
gins. Even the Korea agreement, much larger than the other two,
was described by the International Trade Commission as having a
probable negligible impact on output and employment in the
United States, as you know, in its study.

But there is much more at stake, and particularly in Panama,
than just trade. Panama has made a name for itself not only as a
place of a canal, but as one of the leading tax havens in the entire
world. It has been an equal opportunity offender. It didn’t discrimi-
nate against us. It wouldn’t cooperate on taxes with anyone.

As recently as 4 months ago, the OECD outlined a long list of
deficiencies in Panama’s legal framework. They have refused, about
as much as any country in the world, to cooperate anywhere on
taxes.

You have indicated you are getting close to being ready to submit
this agreement. Can you assure us that before you do so, that Pan-
ama will have provided full compliance in making all the necessary
changes to correct these deficiencies and to fully implement them?
It appears that this trade agreement is about the only thing we
have to ensure they do what they should have done many years
ago.

Ambassador KIRK. Congressman, I can tell you that we have
worked with the Panamanians. We made it very clear last year
that it was, frankly, their call to make, that if they did not choose
to engage us on the issue of addressing the tax questions, then we
would accept that.

I would say that we have engaged them. Treasury has taken the
lead, so I want to be careful because you asked a fairly precise
question.

Mr. DOGGETT. Okay.

Ambassador KIRK. I can tell you we have had very good engage-
ment with the Panamanians under the new Administration

Mr. DOGGETT. I appreciate that. Given the short time, I will
just say, just as there have been 7 years in which it could be de-
clared legally dead, there has been 7 years for Panama to fully im-
plement and make the changes necessary to stop being a tax
haven. It hasn’t done it, and that remains a big concern to me in
looking at that agreement.
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You and President Obama have spoken eloquently of the need to
make significant changes in our trade policy, and to recognize that
it is not just about moving widgets across borders, it is a broader
issue that encompasses the environment and working standards.

I have some concerns. Mr. Lewis indicated that the performance
has not been quite up to the standards of the speeches, specifically
on the question of opening up the process and involving more pub-
lic representatives in the way our trade policy is developed.

You had Lisa Garcia come and testify at our committee almost
2 years ago. She could not identify any example where having pub-
lic representation on these trade advisory committees had caused
harm, as some have alleged in trying to block increased public rep-
resentation.

I wrote you shortly after that, and I gather you and your staff,
now having had almost 2 years, are unable to identify any sub-
stantive experience where having the public involved in this proc-
ess through representations of environmental representatives or
health representatives has caused a problem. Have you found any
such problem in the history of USTR?

Ambassador KIRK. Well, I don’t

Chairman CAMP. The time is expired. So if you could just briefly
answer.

Ambassador KIRK. I think we have submitted it. And if we
didn’t get it to you this morning, we did get your letter and we
have submitted an answer. President Obama is committed, not just
in trade policy, to opening up the advisory process in our govern-
ment to all Americans.

And we have done our best to strike that balance between the
statutory mandates we get from Congress in the composition of our
technical advisory committees, but in opening it up to other voices
as well. And I think

Mr. DOGGETT. And you have found no problem, have you?

Chairman CAMP. Thank you. Thank you. You can submit an an-
swer in writing, Mr. Ambassador.

Mr. DOGGETT. Just a yes or no would be helpful.

Ambassador KIRK. Let me get back thank you.

Chairman CAMP. Mr. Smith is recognized.

Mr. SMITH. Thank you, Mr. Chairman. Thank you, Ambassador,
for your service.

As we have heard, obviously the U.S. agriculture sector is a vi-
brant economic engine that contributes significantly to our export
efforts. We also know that there are some non-tariff trade barriers
that do exist around the world, and that these actually keep United
States’ farmers from meeting the demands, the global demands,
that we also know exist.

And so as we pursue science-based regulatory efforts, we know
that perhaps some of our trading partners are not. And we know
that we have got very innovative producers here. Can you tell me
what USTR is doing to make sure that our trading partners are
truly focusing on science-based standards as a regulatory effort
rather than more political results or even efforts?

Ambassador KIRK. Well, we have a good story here, Mr. Smith.
And in the interest of time, if I could, we do two things. One, for
the reasons you articulated, one report that you mandate we de-
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liver to you is what is called a 301 report in that we have to tell
you how our other partners are complying, say, for example, in in-
tellectual property.

I made the decision when we came in the office that that was
good enough. We now issue a similar report on, specifically, the
sanitary and phytosanitary standards. We will be submitting that
to you soon. That is one thing.

But secondly, we have pursued in every forum compliance with
sound scientific standards, and it has helped us. We, for example,
settled a longstanding case with the European Union on their ex-
cluding our beef. We are now shipping 20,000 metric tons, almost
$250 million, into that market.

After we had the HIN1 scare, almost 28 economies cut off U.S.
pork exports. We are back in, I think, all of those economies but
one. We have dealt with everything from poultry in Russia to beef
in China. But it is one of our highest priorities, and we would wel-
come your thoughts on how we can perhaps even do better.

Mr. SMITH. All right. Thank you, Ambassador. And Mr. Chair-
man, I do have some other questions that I will submit for the
record. Thank you.

Chairman CAMP. All right. Thank you, Your Honor.

Mr. Schock is recognized.

Mr. SCHOCK. Thank you, Mr. Chairman.

Mr. Ambassador, thank you for being here, and I look forward
to working with you on these issues, which are important to our
country and even more so to my district, the issues of trade.

I guess, to be very frank with you, it is a little frustrating to hear
the talk about these groups that have labor concerns—not that peo-
ple don’t have legitimate labor concerns, but who the groups are
and who the Administration truly is working with and looking to
for slignoff on the issues of labor concerns. Let me give you an ex-
ample.

I have a very large UAW presence in my district. They manufac-
ture heavy equipment that would benefit, that right now is put at
a competitive disadvantage when doing business in Latin America.
I can assure you those labor workers would support having a level
playing field in our country to do business in these countries.

When I traveled to Panama and Colombia a year and a half ago
with then-Majority Leader Hoyer, we met with labor unions in Co-
lombia who, interestingly, the trade groups, who I thought would
be opposed, were actually in support of these agreements. But it
was actually the public sector unions—the teachers, the garbage
collectors—who were opposed to trade, not because they were con-
cerned about human rights, but simply for political reasons.

There had been significant progress made then, and continues to
be. President Uribe went through, line item by line item, the work
that he had done. The ILO just last year removed Colombia from
its labor watch list. Since then, 14 Colombian labor union leaders
representing 79,000 of Colombia’s workers have signed off in sup-
port of the agreement.

The president of the United Workers Confederation in Colombia
stated that, “Never in the history of Colombia have we achieved
that much progress,” and views it as satisfactory and supports the
agreement.
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So I guess I am looking for some specificity on who are we—Dbe-
cause we are not going to get complete agreement. And many of the
same labor issues that we had with Peru were satisfied with the
May 10 agreement, which is what is in the current Panama and
Colombia agreements. And Peru was passed with strong bipartisan
support. There were those who opposed it, but it got strong bipar-
tisan support.

So if we have those same labor and environmental concerns, the
same language, in Panama and Colombia, and the Administration
is saying, wait, who are we looking to specifically to sign off?

Ambassador KIRK. Well, first of all, I don’t know that we are
looking for any one group to sign off. And we have made it plain:
no one has a veto over the Obama Administration’s trade policy
save the President. But we listen to all voices, just as we did on
Korea.

I have met with members of this body that have expressed con-
cern. We have labor advisory committees. We have statutorily man-
dated technical and public advisory committees. I do as you have
recommended. When I have come to Illinois or have gone to Wash-
ington, I sit down and meet with the workers themselves. I don’t
just listen to their representatives in Washington.

We have published a notice in the Federal Register. We have got-
ten all those comments. We take all of that information, and then
we try to come up with the best decision. Just as we did in the case
of Korea is what we want to do here.

Chairman CAMP. All right. Thank you.

Mr. Crowley is recognized.

Mr. CROWLEY. Thank you, Mr. Chairman. And Mr. Ambas-
sador, welcome once again. It is good to see you again, and thank
you for your hard work. I know sometimes it feels as though it is
a thankless job, but you have done some remarkable work as it
pertains to the Korean Free Trade Agreement, making the agree-
ment a better agreement for the U.S.

I want to thank Mr. Levin as well as Mr. Camp for their work
and engagement with you in your office in making that agreement
a better agreement. I know there is work to be done on Colombia
and Panama, particularly on the ground in Colombia as it pertains
to human rights and to the rule of law there. And I know that your
engagement over these next months will have an impact in making
that agreement a better agreement as well. I look forward to that.

But one country that I want to look at, if I could, just divert for
a moment, is India. I have once again assumed the chairmanship
of the India caucus here in the House, as co-chairman along with
Ed Royce. And I know that Secretary of Commerce Gary Locke is
in India right now working on a trade mission, seeking opportuni-
ties for U.S. companies to help expand our opportunities for exports
to India.

But one issue which I have been interested in for a very long
time is the investment caps in the Indian insurance industry. Right
now, American companies can only own up to 26 percent of the
value of an insurance company within India, even though we have
been, I have been working to increase that number to 49 percent.
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What is the status as you know on that issue, and what more
can be done to ensure that our service companies can export their
services on a more level playing field?

Ambassador KIRK. Well, I appreciate your leadership on the In-
dian subcommittee. And this, we spend so much time on China,
sometimes we neglect the opportunities, the growth markets and
needs in India and Africa as well.

As you know, President Obama led an export mission to India as
part of his Southeast Asia trip last year. And I will be honest: We
have been extraordinarily frustrated at the slow pace of opening
that market. We have a number of engagements with India.

I lead a trade policy forum in which we have raised these issues
of them opening their economy for more. This would be a case that
when we can finish our BIT review, we are also looking to perhaps
get India to sign a bilateral investment treaty which would remove
those caps, not only in insurance, but liberalize their markets
across the board.

There is great opportunity for Americans in the retail, in the ag-
riculture, in the manufacturing sector. Some of this we are trying
to address if we can get, frankly, the right balance in a Doha
Round. The rest of it we are going to continue to see if we can’t
find the right buttons to push in our bilateral engagement.

Mr. CROWLEY. As you see, my time has run out, Mr. Ambas-
sador, I thank you and the Chairman for the opportunity. I do have
other additional questions that I will submit to the Ambassador,
and I look forward to your response, especially as it pertains to the
TPP. Thank you.

Chairman CAMP. Thank you.

Mr. Lee is recognized.

Mr. LEE. Thank you, Mr. Chairman.

And Mr. Ambassador, I won’t dwell on this subject too long, but
I think it is worth repeating, and that is the issue of jobs. We are
sitting on over 9 percent unemployment again, and why I think
Congress gets such a bad name is we don’t listen to the American
people.

I think you have—I have heard you pretty loud and clear, and
also even Ranking Member Levin when he was in Colombia, that
in Colombia we have made improvements. And your belief is that
all three of these trade agreements will create jobs here in the
United States.

Yet we have sat for 7 years. And I know you are trying to move
things along, but it worries me when we keep saying weeks, and
I went back and I—you look at some of these timelines. The talk
and the rhetoric that we have here, I think the American people
are tired of it. And this should be a nonpartisan issue. This is
about putting people back to work in this country.

To shift, then, to another point because I think all three of these
will put people back to work, and that is really what our job is, is
to help people in this country. But another area of mine, and I
came from manufacturing, and that is the issue of IP and the
issues surrounding China.

And we all want to increase our trade there. But China has been
using indigenous innovation policy for quite a while, and it is their
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opportunity to circumvent international trade rules and basically
compel American companies to hand over their IPR.

And I know from your point just recently—we just had the meet-
ing of the JCCT. I was hoping that you could go into some specific
metrics that the Administration has put forward to help remedy
the situation.

Ambassador KIRK. Well, one of—and again, I want to make it
plain. We are going to have to be constantly vigilant with China,
Congressman. But one of our victories this time was getting them
to agree to de-link the IPR issue from indigenous innovative.

This has been one of the highest concerns to our business com-
munity in terms of China’s efforts to try to have us transfer tech-
nology in order to bid on that. But we were able to successfully, be-
tween JCCT and then the followup engagement with President Hu
and President Obama, at least get them to commit that they would
de-link those two.

There was also a question—China had a very creative application
of having to comply with their standards and experience in order
to be able to bid on some of their projects, even though we had
American companies that had experience all over the world. We
were able to get them to agree to use that experience as well.

But I don’t want to, in any means, downplay the challenge ahead
of us. But this was one area where we did have some success, and
we will continue to monitor that.

Mr. LEE. I thank you. And I would again urge you to try to push
these trade agreements forward. It is very difficult to look our con-
stituents in the eye when there are no jobs for them to be had, and
we have a solution to help. Thank you.

Ambassador KIRK. Thank you.

Chairman CAMP. Thank you.

Ms. Jenkins is recognized.

Ms. JENKINS. Thank you, Mr. Chair, and thank you for holding
this important hearing. Thank you, Ambassador Kirk, for being
here today and for your service.

As you briefly touched on in your opening remarks, Russia has
been seeking to become a member of the World Trade Organization
for more than 16 years. Russia’s joining the WTO on the right
terms would be good for both our countries, strengthening the rule
of law in Russia, and promoting closer economic ties.

Last fall our two governments made very encouraging progress
in resolving a number of key outstanding bilateral trade issues,
and work continues on the multilateral terms of Russia’s accession
to the WTO.

But with that said, Russia has much work to do on various long-
standing issues of concern, such as IPR enforcement, barriers to
U.S. agriculture exports, and other non-tariff barriers. Such trade
concerns, combined with broader foreign policy and human rights
concerns in Congress, is going to make it difficult for Congress to
consider PNTR legislation.

Is Russia’s WTO accession a top Administration priority? And if
so, what exactly is the Administration, and more specifically, what
is the USTR doing or planning to do to address such congressional
concerns and lay the groundwork to consider such major trade leg-
islation?
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Ambassador KIRK. Thank you, Congresswoman, for your con-
cerns. But you partly answered our question in the first part of
your recitation of what we have done. The President expressly di-
rected our office to work with our colleagues in Russia to address
a number of the outstanding bilateral concerns we had.

We did work on that successfully over the summer. We met the
President’s September deadline for that. That, for the most part,
we think addressed the overwhelming majority of the bilateral
issues. Russia’s accession then moves to the broader committee
structure within Geneva, in which we will continue to engage them
on those other concerns.

Now, we are frustrated. You mentioned agriculture and their ad-
herence to sound science. And as you know—or maybe you don’t
know—we have had an extraordinary challenge getting our poultry
and beef back into their market. But that also makes the case why
we want them in the WTO, so that we have them in a form that
we can address many of those concerns.

On the human rights component of that, as you know, the State
Department takes the lead in addressing those. But we understand
and appreciate all your concerns, and want to work you and other
Members of Congress to address those so that we can move forward
at the appropriate time.

Ms. JENKINS. Thank you, Mr. Ambassador. And I will yield
back.

Chairman CAMP. Thank you.

Mr. Kind is recognized for 3 minutes.

Mr. KIND. Great. Thank you, Mr. Chairman, and thank you for
holding this hearing.

Mr. Ambassador, thank you for being here and for the work you
are doing in the Administration to try to advance a proactive, for-
ward-looking trade agenda which is crucial, obviously, for economic
growth and job creation back home. We will look forward to work-
ing with you on the pending bilaterals.

I am glad to see that the President has tasked you now to see
if we can get Panama and Colombia put to bed at some point in
the future. The bilaterals are important in their own right as
stand-alone measures. But the real game changer, as you know, is
really the multilateral round of discussions; the Doha Round.

I apologize for having to step out. We had a meeting with the
Treasury Secretary a little bit earlier. But I just want to impress
upon you how important it is for us not to give up the ghost yet
when it comes to Geneva and the multilateral round. That is what
can have the most significant impact, not only for global prosperity
and growth, but for bringing the emerging and developing coun-
tries into the global trading regime as well.

I know we have had some hurdles there, not least of which are
some of the agricultural provisions. And another item that hope-
fully is going to be teed up in this next session of Congress, is the
next Farm Bill reauthorization and some of the reforms that I and
others feel, that we need to move forward in a bipartisan fashion.

We have the Brazil cotton case still hanging over our heads. We
have elected now to deal with that by subsidizing Brazilian cotton
producers as opposed to reforming our own domestic cotton pro-
gram, which we should be doing, but also the so-called amber box
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payments under the Title I commodity programs and the work that
needs to be there.

Given my history with the multilateral round, and having talked
to many of the trade ambassadors that are involved in those ongo-
ing conversations, so many times the roads do come back to our
farm policy, both here and in the E.U.

I know the Administration is anticipating engaging the Congress
when it comes to the next Farm Bill and the work and some of the
changes that we have to pursue in order to assist an important
trade agenda at the same time.

So I humbly advise, let’s not take our eye off of the Doha
Roundeven though it has been tough the last few years trying to
get it back on track. I know there are a lot of interested people to
see what we can do to advance that, and that we don’t all just be-
come all-consuming with these bilaterals right now. You can under-
stand why, given that they are in front of us and pending. Hope-
fully, we will be able to advance on those later this year, too.

Thank you again.

Chairman CAMP. Well, thank you.

Mr. Paulsen is recognized.

Mr. PAULSEN. Thank you, Mr. Chairman. And thank you, Mr.
Ambassador, for your leadership on this issue. We really do appre-
ciate it.

Just real quickly, you mentioned one of the benefits we have of
the South Korea trade agreement is going to be our ability to en-
gage in more services, having a market there. The same thing ex-
ists, obviously, with Colombia and Panama in particular. I mean,
70 percent of their GDP comes from the service sector, and it is
really important, I think, to give the U.S. access, a market foothold
there. So we have got tremendous opportunity there.

But I want to ask a question about the potential benefits of what
you might see with the Trans-Pacific Partnership, and also what
the timing of that might be. We have participants right now in the
TPP that include four of our existing trade agreement partners,
and then four new countries which do not have trade agreements
with us right now.

So with respect to our existing trade partners, in what ways do
you see the TPP would add economic value to our existing trade
agreements? And with respect to our potential new agreement
partners, what areas do you think those talks might offer us the
most promise for American jobs and exports in the future?

Ambassador KIRK. Well, in the broader sense—and thank you
for your question—we think the TPP is an extraordinary oppor-
tunity for the United States because it is our belief and part of our
rationale in reaching the decision to engage with this original
group of countries is our hope is obviously that this will effectively
become the free trade agreement, at least of those 21-member
APEC economies, and perhaps the architecture for what could be
Kle largest, most dynamic trading area in the world in Southeast

sia.

With respect to our trading partners, obviously, we want to be
assertive. We are not looking to re-trade our existing market share.
But there are lots of areas that we can further enhance trade by
looking at regulatory coherence, addressing some of the non-tariff
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barriers. Obviously, with these new markets, with Malaysia, Viet-
nam, those are an extraordinary for American businesses across
the board.

We have a very ambitious goal. I don’t know—I mean, it is sort
of our aspirational goal. But the thought was, start with a small
enough number of like-minded economies, work very aggressively,
put everything on the table, and let’s just see where we are by the
time that our leaders meet at the APEC leaders forum in the fall.

And at least right now we are on that pace. But I will admit this
next meeting in Chile is the first time we will begin to table offers,
so this is where the negotiations will become a little more chal-
lenging.

Mr. PAULSEN. And maybe I can just ask, because I know the
President’s own economic council and the U.S. business community
have both urged the goal of seeking a conclusion to the TPP agree-
ment by maybe even this November, when the United States is
going to host APEC, I think, in the President’s home state of Ha-
waii.

Do you agree that that goal of concluding the TPP agreement
would be an important, I mean, concrete deliverable in that time
frame, if possible?

Ambassador KIRK. If we could meet that goal, that would be ex-
ceptional. But again, there are a lot of moving parts. I want to
make—right now, I mean, the spirit of engagement among all of
the economies is the right mood. But I am also tempering this a
little bit because I know now we are getting into the guts of it.

Mr. PAULSEN. Thank you, Mr. Chairman.

Chairman CAMP. All right. Thank you.

Mr. Berg is recognized.

Mr. BERG. Ambassador Kirk, thank you for being here today.

Now, you and I both know how critical trade is for the United
States and for us to recover from our current situation. And I know
there is a lot of concern we have heard today, and just concern by
the American public about trade.

The National Export Initiative, the goal of doubling exports, is a
laudable goal and certainly one that I support. But in order to
make that happen, we need to get the American people behind us.
And you have done a tremendous effort in going out and speaking
on the advantages of trade across this country, and I commend you
for your efforts in doing that.

But it seems to me—and maybe you can discuss in more detail
how yourself and the Administration are going to get the American
people behind more trade, especially the three trade agreements
that we are looking at right now.

Ambassador KIRK. Thank you for your kind words about our
work. One, I think—and I have heard from all of you, and I know
we have differences, maybe on Panama and Colombia. What I
haven’t heard, refreshingly, from any of you is a difference we all
understand right now.

What the American public care about right now, as Mr. Rangel
said, it is jobs. It is jobs. What is in it for me? And one, we have
got to do a better job of articulating to the public how, when we
provide opportunities for Americans to sell what we make, grow,
produce around the world. That can help create jobs here.
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And for whatever reason, we have had a political environment
that Americans are a little more skeptical of that, but I think hav-
ing an honest discussion with the American public and an honest
presentation of the reality of what trade does and doesn’t do.

But I do think it is important—and I trust you will not take this
as a political statement—keeping faith with the commitment we
have made to the American public. And I do think renewing trade
adjustment assistance is one way to do that, to say to those com-
munities that feel that they have gotten the short end of this that
you have heard us and you are going to honor your commitments.

I think making sure that we honor our commitments to those
poorest countries in the world. The work that we do in enforce-
ment—when I take on China and stand up to them for American
steelworkers, we absolutely got criticized. But we didn’t spark a
trade war. And in fact, every one of those tire companies, for exam-
ple, has increased capacity, has added workers, and are making
more tires.

So I think listening to the American public, being responsive to
those that have concerns and honestly addressing those, making
sure that we enforce our engagements, and then make sure we
draw a connection between opening up markets around the world
and creating jobs here at home.

And the more that we do that with one voice and we stop attack-
ing one another here in Congress, the better chance we are going
to have to convince the American public of the wisdom of what we
are doing.

Chairman CAMP. All right. Thank you. Thank you very much.
I want to thank Ambassador Kirk for his time this morning and
for his testimony, and also thank all of the members for their
thoughtful questions.

And let me note for Ambassador Kirk that members may submit
questions for the record. And if they do, I hope you will provide a
prompt and full response. Ambassador Kirk has—all right. I guess
we are not quite done.

We have a few more minutes, and we have a member who just
came, Mr. Pascrell. So he is recognized for 3 minutes. We have had
members that have been going back and forth to the Budget Com-
mittee——

Ambassador KIRK. I understand.

Chairman CAMP. As members of the Ways and Means Com-
mittee are on that committee also.

Ambassador KIRK. I frankly am flattered by the attendance and
the number of members that have stayed for being here. I really
appreciate it.

Chairman CAMP. Thank you. Mr. Pascrell is recognized for 3
minutes.

Mr. PASCRELL. I appreciate that, Mr. Chairman. And thank
you, Ambassador. We discussed one of my major issues earlier be-
fore I went to the committee.

Right off the bat, I want to stress how important it is that the
Congress pass an extension of our trade adjustment assistance pro-
gram. I think that is important to everything we have worked on
in the last 14 years. It is Critical. Would you agree?
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Ambassador KIRK. Yes, sir. You may have missed my closing re-
marks, but

Mr. PASCRELL. I am disappointed that we were going to bring
a bill to the floor yesterday extending the programs and, of course,
it didn’t happen. It was pulled. I strongly believe we can accom-
plish this in a fiscally responsible way without cutting the vital
worker training programs we are trying to protect.

I want to thank you for being here. I believe we have been taking
some important steps. We still have work to do to ensure that our
trade policy reflects our values and the benefits of trade. I told you
this morning what my prism is to look through on every trade deal.
I will not back off from that. You know where I stand. It is not
going to be a fait accompli by any stretch of the imagination, and
I respect your candidness on the matter.

The Trans-Pacific Partnership negotiations really represent the
Obama Administration’s best opportunity to reshape our trade pol-
icy. It also presents significant challenges. I have two questions re-
garding the TPP.

One of the countries involved in negotiations, Vietnam, is classi-
fied by our own government as a “non-market economy.” They don’t
have a democratic government, and many of their major industries
are controlled by the state.

As you negotiate the Trans-Pacific Partnership, what efforts are
you making with regards to state-owned enterprises in countries
like Vietnam? We have this problem in a lot of countries, which are
owned or controlled by foreign governments. These are very serious
problems. This is very serious to our competitiveness and leveling
the field. What will you do if these countries will not be able to
enter our market, if they won’t be able to enter our market and act
in their government’s national interest instead of the company’s
commercial interest?

Ambassador KIRK. Thank you for your candor both now and this
morning. I would say to you one of the reasons we are excited
about this TPP. It is an opportunity to bring a country like Viet-
nam into this global system. One of the areas that we are frankly
looking to expand on in our investment chapter is to take this op-
portunity to address the challenge of state-owned economies.

And that is one of the issues that we are specifically going to en-
gage Vietnam on that. As well, it’s for some other countries, the
challenges brought on by some of these indigenous innovation poli-
cies.

Mr. PASCRELL. Thank you. Thank you, Mr. Chairman, for your
courtesy.

Chairman CAMP. Thank you. Thanks again, Ambassador Kirk.
You have spoken to many elements of the Administration’s trade
policy agenda, and I am encouraged by your statements on the
South Korea agreement.

I am disappointed that the Administration has not been more
forward-leaning on plans for Colombia and Panama’s trade agree-
ments as members of this committee, including myself, have re-
peatedly said American employers, workers, farmers, ranchers, are
put at a disadvantage every day that we delay here in Washington.

So I continue to hope that the Administration will lay out a clear
plan with specific areas of concern, a specific timetable for consid-
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ering all three of these agreements in short order. And I strongly
believe that we should consider all of the agreements, all three of
them, in the next 6 months, and hope that we can work together
to make that happen. Again, thank you for your testimony today.
But for now, the committee is adjourned.
[Whereupon, at 12:20 p.m., the Committee was adjourned.]
[Questions for the Record follow:]

11 March 2011

Questions for the Record from February 9, 2011
Committee on Ways and Means Hearing

Question from Rep. Devin Nunes

1. Mexican Trucking
Ambassador Kirk, you met with Mexican officials the week of January 10, right after
Secretary LaHood released a concept paper as a “starting point” for negotiating a new,
“phased” cross-border trucking program with Mexico, to bring the United States back into
compliance with its NAFTA obligations. You noted after your meetings in Mexico that
negotiations would move ahead promptly and that the program could be in place “as quickly
as within the next four to six months.” Thave three questions:

o Are you confident that the final terms of the trucking program that you are currently
negotiating with the Mexicans will be consistent with our NAFTA obligations, so that we can
ensure an end to Mexico’s retaliatory tariffs, which have cost us over $4 hillion already?

A: Once a final agreement on the program is reached, Mexico will suspend its
retaliatory tariffs in stages beginning with reducing tariffs by 50 percent at the
signing of an agreement and will suspend the remaining 50 percent when the first
Mexican carrier is granted operating authority under the program. Mexico will
terminate all current tariffs once the program is normalized.

o What timeframe do you now expect for a deal? Are you still on pace to hit your “four to six
months” deadline, which means mid-May to mid-July?

A Now that we have reached an agreement with Mexico on a path forward, the next
step is for negotiating teams to work on the details. The proposed agreement
between the Department of Transportation and Mexico will be available for
Congressional briefings and will be published for public comment by late March or
early April. We expect the final agreement to be signed in late May or early June.

o What are you doing to encourage Mexico to lift the retaliatory tariffs now, based on the
United States already having made a good-faith proposal for resolving the trucking issue?

A 1t was important for the United States to seek relief from the retaliatory tariffs that
Mexico has imposed on certain U.S. exports. On March 3, the President announced
that we reached agreement with Mexico on a series of steps that will lead to the
lifting of the tariffs. Once a final agreement on the program is reached, Mexico will
suspend its retaliatory tariffs in stages beginning with reducing taritfs by 50 percent
at the signing of an agreement and will suspend the remaining 50 percent when the
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first Mexican carrier is granted operating authority under the program. Mexico
will terminate all current tariffs once the program is normalized.

2. New Zealand Dairy Market Access
Ambassador Kirk, as you may recall from our interactions on this issue last year, [ am a co-
chairman of the Congressional Dairy Farmers Caucus. The American dairy industry is
deeply concerned about the impact of expanding U.S.-New Zealand dairy trade. It is
working to cultivate many export opportunities and to help to usher in a mindset among
producers that trade can be beneficial. But the prospect of expanding dairy trade with a
country that’s 90 percent dominated by a single company and which exports more dairy
products than any other single country has given both dairy farmers and processors
throughout this country grave concern. How is USTR working to address those concerns as
it goes about its bilateral market access negotiations with New Zealand?”

A: I appreciate hearing your views on market access for New Zealand dairy products in the
Trans-Pacific Partnership (TPP) negotiations. We view the TPP initiative as an important
element in our efforts to expand U.S. exports to the Asia-Pacific region, including new
export opportunities for U.S. dairy products. At the same time, we also recognize the
concerns raised by many of our dairy producers with regard to expanding dairy trade with
New Zealand. We intend to work closely with our many stakeholders in the agricultural
sector and Congress as the negotiating process moves forward. It will be very important for
us to continue our dialogue with Congress and our dairy industry on the specific concerns
they see and how best to address them.

3. Geographic Indicators
Ambassador Kirk, [ am very concerned about the prospect that provisions regarding
Geographic Indicators (GI’s) in the Free Trade Agreement (FTA} between the European
Union (EU) and South Korea will unfairly limit, if not foreclose, opportunities for enhanced
market access that may otherwise be provided to the American dairy industry through the
enactment of the U.S.-Korea Trade Promotion Agreement. I am appreciative of the efforts
you have made to prevent such a result and am hopeful that the situation will be successfully
resolved, in part through South Korea’s fair and expeditious processing of U.S. dairy
trademarks.

Although the lengthy delay in the enactment of U.S.-Korea Trade Promotion Agreement
certainly has not helped, it is readily apparent that the EU is aggressively working to
improperly use GI provisions to gain an unfair advantage for its dairy products. In addition
to the situation in South Korea, I am very concerned that such GI provisions will also be
included in other FTAs the European Union is seeking, such as with Colombia, Panama, and
Peru. Thus, I am curious to know what efforts the Office of the United States Trade
Representative is taking to ensure that the EU is not successful in bilaterally undermining the
value of the concessions the U.S. has secured in its FTAs, particularly as they relate to use of
EU-driven dairy GI provisions.
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Al USTR is committed to continuing its efforts to ensure that the Korea-EU Free Trade
Agreement (FTA) does not impair the improved market access for U.S. products,
including dairy products, which are provided for in the U.S.-Korea Trade
Agreement (KORUS). In addition to commitments to open its markets to U.S.
products, Korea also undertook a number of obligations in KORUS regarding the
protection of trademarks and geographical indications (GIs). USTR continues to
work with Korea to ensure that these commitments are not undermined by the
Korea-EU FTA.

More generally, USTR is working intensively, through bilateral and multilateral
channels, to advance U.S. market access and intellectual property rights interests,
including with respect to U.S. dairy products. These efforts include on-going
negotiations at the World Trade Organization and the Trans Pacific Partnership, to
expand market access and secure appropriate protection of trademarks and Gls.
Additionally, USTR carries out these efforts through its ongoing monitoring of the
implementation of other U.S. free trade agreements.

Question from Rep. Pat Tiberi and Rep. Dave Reichert:

1. Exports of Travel and Tourism
One opportunity to increase exports to meet the goals of the National Export Initiative is
through travel and tourism, our nation's largest service export. International travelers to the
U.S. spend, on average, $4,000 per visit. Chinese travelers spend an average of $7,000 per
visit.

Unfortunately, one of the most significant barriers is not one imposed by a foreign
government, but instead by our own government. Burdensome visa processing procedures
and visa interview delays result in the U.S. losing out to destinations such as Europe or
Australia. Can you please provide the Committee with an analysis of the impact that U.S.
visa processing procedures and visa interview delays are having and could have over the next
two years from key travel markets -China, Brazil and India- where demand is outpacing visa
processing resources? As you may be aware, the President’s Export Council offered
recommendations on this very topic at its September 16, 2010 meeting.

Qur travel services companies also face barriers abroad. In China, for example, foreign
travel and tourism firms are restricted from competing under the same conditions as Chinese
firms. The Chinese government places restrictions on foreign-owned enterprises in selling
outbound travel packages and airline tickets. And China requires travel agents and airlines to
connect into China's nationally owned computer reservation system when booking airline
tickets. How will the Administration work to resolve these issues?

A:  The Administration recognizes the enormous value of the U.S. tourism industry, and
the billions of dollars of export revenue that it generates for U.S. companies and
workers. We are committed te creating and maintaining an effective and efficient
visa process that ensures our country remains open to legitimate travel, while
securing America’s borders from external threats. In recent years, the Department
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of State has implemented initiatives to improve access to information about U.S. visa
requirements and procedures, in addition to measures to reduce wait times for
interview and visa processing. The Department of State’s Bureau of Consular
Affairs can provide further information about these activities, including with respect
to specific markets.

The U.S. Administration also understands well the importance of China’s travel and
tourism market. We continue to press China’s National Tourism Administration
and China’s Ministry of Commerce, inciuding under the auspices of a JCCT
‘Working Group on Travel and Tourism, te liberalize its market for travel and
tourism services. Last year, China announced that it will launch a pilot project
allowing a certain number of joint ventures to sell outbound travel and we are
staying in close touch with the Chinese Government on that issue. We also will
continue to engage China regarding its computer reservation services system.
During the 2009 JCCT, China’s Civil Aviation Administration committed to holding
a joint forum addressing the expansion of travel distribution services, including
compufer reservation system technology. We have since confirmed an agenda and
are presently exploring dates for holding the forum later this year.

uestions from Rep. Pascrell:

Turkey’s Inspection of Pharmaceutical Manufacturers

In April 2009, Turkey implemented a requirement for inspections of pharmaceutical
manufacturing facilities exporting to Turkey. This inspection is required before a product
can be approved. Turkey does not have the current capacity to conduct these inspections for
the hundreds of products in the regulatory queue in a timely manner, meaning product entry
could be delayed up to 6 years or more. This policy represents a significant market access
barrier for US companies. What is USTR's plan to change the Turkish government’s current
policy?

The Administration has brought this problem to the attention of Turkish authorities
from the beginning, raising it at both working and cabinet level on multiple
occasions. Through the new Framework for Strategic Economic and Commercial
Cooperation (FSECC), Ambassador Kirk and Secretary of Commerce Locke have
made clear to their Turkish counterparts that Turkish government actions regarding
Good Manufacturing Practices (GMPs) certificates for pharmaceuticals have created
a very significant barrier te bilateral trade. The Administration has also reached out
to Turkish Ministry of Health officials through expert level discussiens in order to
promote understanding and cooperation between regulators, with the aim of
enhancing MOH capacities to carry out future inspections in an effective and above
all timely manner. We have also strongly encouraged direct communication between
Turkish authorities and U.S. pharmaceutical firms.

Senior officials from USTR and a number of U.S. agencies have been firm in noting
to the Turks that immediate action is needed. We will continue to pursue this issue
in upcoming meetings with Turkish officials, including the next meeting of the
FSECC, now envisioned for the fall of 2011.
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Russian Protectionist Policies

USTR has made progress in ensuring Russia's compliance with its outstanding bilateral
obligations to the U.S., including passage of legislation strengthening IP legislation in Russia
as a part of Russia's WTO accession process. However, protectionist policies have increased
in Russia in many spheres, including pharmaceuticals. Many aspects of Russia's PRRMA.
2020 strategy are clearly protectionist and would violate Russia's pending WTO obligations.
Is USTR working with the Russian government to ensure a review and cessation of existing
major policies in Russia that would run afoul of WTO requirements?

USTR leads an interagency team that works with Russia through regular bilateral
and multilateral meetings to address WTO requirements as well as to improve
Russia’s intellectual property rights rules and enforcement efforts. Removing
barriers to market access for U.S. exports, including pharmaceuticals, is also a major
objective. The National Trade Estimate Report and the Special 301 Report, which
are issued at the end of March and April, respectively, lay out concerns that have
been expressed and our ongoing efforts to address those concerns.

Copyright Infringement in China

I understand the Committee is going to be working on Customs Reauthorization legislation in
the next several months. Every year, Customs reports that the number one source of
copyright infringing products is China. What should we be doing to address this problem?

International trade in counterfeit and pirated goods is a major problem. U.S.
Customs data confirm that many IPR-infringing goods seized at U.S. borders
originate in China. We engage extensively with China through the JCCT and other
mechanisms to press for stronger action on this problem at the source. In addition,
USTR is alse joining together with other U.S. trading partners to step up
cooperation in the effort to fight this illicit trade around the world. For example,
last fall, USTR and partner countries representing more than half of global trade
finalized the text of the Anti-Counterfeiting Trade Agreement (ACTA). The ACTA
is an important new tool to fight the global scourge of counterfeiting and piracy.
Moreover, ACTA is only one of many efforts that the Administration is pursuing to
address the broader challenges of IPR enforcement. For a fuller description of the
Administration’s efforts, I would refer you to the 2010 U.S. Intellectual Property
Enforcement Coordinator Annual Report on Intellectual Property Enforcement,
transmitted in February 2011, which describes the ongoing implementation of the
Administration’s Joint Strategic Plan on Intellectual Property Enforcement.

Chinese Software Piracy

The piracy rate for software in China has remained constant for the last five years— hovering
around 80 percent for the industry, and worse for some companies. While I am encouraged
by commitments China has made to address the problem at the JCCT and President Hu's
recent state visit, the proof is in the pudding. It seems that there needs to be a metric that
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ensures a substantial increase in software sales over the next three years. T also believe that
increasing sales of legitimate software in China can be an important contributor to the
President’s National Export Initiative goal of doubling our exports in five years. What is
your plan for ensuring China lives up to its recent commitments?

We continue to engage China at all levels to address software piracy. I agree that
this is 2 major problem; in fact, it was raised by the President during the recent
State visit by President Hu Jintao. During that visit and the preceding meetings of
the Joint Commission on Commerce and Trade (JCCT), China took new steps on
software piracy by committing to allocate budget funding for legal software
purchases by government agencies, as well as making a commitment to audit the use
of the legal software and publish the results of those audits. Furthermore, China
said it would promote the use of licensed software in private companies and in state
owned enterprises through software asset management programs. We are
encouraging China to make additional efforts in the context of the “Special
Campaign against counterfeiting and piracy” that was launched by the State
Council in October.

While we must see how these steps work out in practice, and much more work
remains to be done, China’s recent commitments mark a significant opportunity for
genuine progress on this difficult issue. As always, we will monitor progress on
these issues to make sure that China is following through on its commitments, using
such tools at the JCCT IPR working group, and other opportunities. We expect to
see concrete and measurable results, including indications of 2 more robust market
for legal software. We also look forward to studying the results of the forthcoming
ITC study on the quantitative effects of IPR infringement and “indigenous
innovation” policies in China.

Questions from Rep. Dave Reichert:

U.S.-Korea Trade Promotion Agreement

Chapter 18 of the U.S.-Korea Trade Promotion Agreement contains provisions that South
Korea, like the United States and other trade agreement partners, will ensure that its central
government agencies are not using infringing computer software and other materials
protected by copyright. These are important provisions and all governments need to ensure
that they are using legitimate software. What is the status of South Korea’s implementation
of these provisions? Has South Korea started the necessary budget process to address this
situation? I understand that for some important ministries in the central government there
still was substantial work to do to ensure compliance.

As you note, the KORUS Agreement has important substantive provisions to ensure
Korean government agencies are not infringing computer software and other
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copyrighted material, We will ensure that these provisions are adequately and
effectively implemented.

. TPP Intellectual Property Rights Standards

At the last meeting of the President’s Export Council in December, I worked with Disney
CEO Bob Iger and other Council members on a letter of recommendation that the Council
adopted concerning the need to protect intellectual property rights. One of the letter’s
recommendations was to seek the highest level of protection for IP in our bilateral and
multilateral trade agreements, including the Trans Pacific Partnership trade agreement. At
the meeting, you correctly noted that: “The beauty of... [the TPP] is [that], for the first time,
we're starting with a blank sheet of paper and at least our intent is to be as aspirational as we
can in this agreement that we hope will ultimately become the free trade agreement of the
entire Asia-Pacific. All of you know the importance of that region... The IPR protections
within that will be critically important.” Can you assure me that the Administration is
proceeding with that goal in mind, and that we can expect the United States to push for an [P
Chapter that builds on the high standards of the U.S.-Korea Trade Promotion Agreement?

Our goal in TPP is to achieve standards of IP protection and enforcement that are
in line with the benchmarks set in previous U.S. FTAs in the Asia-Pacific region. To
date, the United States has put forward proposed text covering many aspects of
copyrights, trademarks, patents, and enforcement that would achieve this goal. We
have not yet tabled text on some IP issues where we are still developing positions,
such as provisions relating to pharmaceutical IP protection, and provisions relating
to copyright exceptions. We will be working with Congress and stakeholders to
ensure that U.S. proposals strike the appropriate balance on those issues.

Substandard Copies of Medicines

Ambassador Kirk, given your Administration’s support for strong IP protections in the U.S.-
Korea Trade Promotion Agreement, would you support an initiative to address the concerns
agsociated with the proliferation of substandard copies of medicines (not legitimate generics
or counterfeit drugs) in global supply chains for developing world markets? Does your
Administration currently have such an initiative? If not, please share your ideas on how to
address this growing issue of concern.

The manufacture and distribution of pharmaceutical products bearing counterfeit
trademarks is one dimension of the larger problem of substandard medicines and is
a growing problem that has important consequences for consumer health and
safety. USTR works with other relevant agencies in the U.S. government to ensure
that we are attacking this problem holistically, including through encouraging
adequate and effective IPR enforcement. We have noted, in the Special 301 Report
for instance, our particular concern with the proliferation of the manufacture, sale,
and distribution of counterfeit pharmaceutieals in countries such as Brazil, China,
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India, Indonesia, and Russia. USTR, along with other relevant U.S. government
agencies will continue to work to address all aspects of this serious problem.

uestions from Rep. Adrian Smith:

U.S. Compliance with Trade Obligations

Representing one of the largest agriculture districts in the country, I am committed to
removing obstacles for U.S. exports. One of the greatest frustrations I hear from agriculture
producers in my district comes from the unfounded and unscientific sanitary and
phytosanitary barriers imposed by our trading partners. American agricultural and food
products are routinely targeted by unjustified restrictions from other countries. It is our
obligation, however, to ensure the U.S. leads by example and upholds the rules-based
system. With this in mind, please explain what the Administration and specifically USTR is
doing to ensure U.S. compliance with our trade obligations, so agriculture producers are not
targeted for retaliation?

Sanitary and phytosanitary (SPS) issues are some of the most important trade
related issues that we deal with at the Office of the United States Trade
Representative (USTR). While many countries continue to eliminate barriers to
U.S. agricultural exports, some countries continue to insist on imposing unjustified
restrictions in the name of food safety or the health of animals or plants. USTR is
working diligently to address these issues with our trading partners through a
variety of bilateral and maltilateral forums and relations in close connection with
other agencies, our embassies abroad, and industry stakeholders. In 2010, USTR
also published its first Report on Sanitary and Phytosanitary Measures (SPS
Report). This report is dedicated to describing significant SPS trade barriers that
are a priority of the Administration, and USTR will publish the second version at
the end of this month.

Science-Based Standards

It is critical for the U.S. government to work closely with our trading partners to eliminate
non-tariff trade barriers which could keep U.S. farmers from meeting growing worldwide
demand. Using less land to grow more food and fiber is an enormous challenge which will
be met only if we encourage advancements in technology and farming practices.

As you know, USTR, along with the U.S. Department of Agriculture, the U.S. Department of
State and other U.S. agencies, has a long history of advancing science-based regulatory
systems around the world. Looking forward, can you reaffirm the Administration’s
commitment to working with our trading partners toward developing science-based
regulatory systems for new agricultural products?
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The Administration is committed to promoting the development and
implementation of science-based regulations by our trading partners for all
agricultural products. Specifically on the food safety front, the TPP Sanitary and
Phytosanitary (SPS) negotiations provide the United States with a real opportunity
to resolve specific trade concerns, affirm our international obligations, and to
advance the use of safer pesticides and new technologies to protect public health and
the environment.

Regulatory Coherence

In addition, please describe what additional steps USTR can take - either in bilateral or in
multilateral negotiations such as the Trans Pacific Partnership -- to promote regulatory
coherence so farmers can continue to compete in critical markets around the world?

U.S. trade and regulatory agencies are working together to draft a series of specific
SPS-related proposals to enhance food safety, animal and plant health in every TPP
country. Proposals could include joint initiatives on pathogen reduction treatments,
joint research and data sharing between TPP partners as they establish their
pesticide maximum residue levels, and promoting the use of new technologies in
agriculture, such as biotechnology and nanctechnology, to promote a safe,
whelesome and abundant food supply.

In addition, we will be working with Vietnam and some of the other TPP partners
as they begin to implement their new food safety legislative mandates and
regulations. Our goal is simple: we want to work together to address their
legitimate food safety concerns and expand markets for safe and wholesome food
from the United States.

Question from Rep. Diane Black:

Colombia and Panama Trade Promotion Agreements

In the President’s speech to the U.S. Chamber, he demonstrated yet again that his
Administration is making slow progress on advancing the U.S.-Colombia and U.S.-Panama
trade agreements. Yet the President’s speech reiterates the President’s confusing declaration
in his State of the Union address to Congress several weeks ago: that he is “pursuing”
agreements,

Enacting these vital agreements with Colombia and Panama would create American jobs and
lower consumer prices, helping the economy to grow and providing a no-cost stimulus that
would actually work. Passing all three agreements in the next six months has the potential to
increase U.S. GDP by $10 billion and create jobs in the U.S.

While the President delays, American farmers and other U.S. exporters are falling behind
because other countries’ trade agreements with Colombia and Panama give their exporters a
competitive advantage. For example, since 2007, the European Union, Canada, Brazil, and
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other countries have implemented, or will soon implement, trade agreements with Colombia
— and, as a result, the U.S. share of key agricultural exports to Colombia has fallen from 71
percent in 2008 to 27 percent in the first ten months of 2010 heavily affecting my farmers.
Even the President himself states that such an increase in U.S. exports could create 250,000
jobs.

Actions are more important than words. The President has offered no concrete plans for
consideration of these two vital agreements. The Administration needs to lay out a roadmap
for success, and the President’s speech was a lost opportunity to do so. What is the roadmap
going forward with the FTAs? What are the benchmarks being set to advance the FTAs?

A As I stated during my testimony before the Senate Finance Committee on March 9,
central to our trade agenda is the movement of pending free trade agreements to
Congress as they become ready. On March 7th, we informed your committee that
we are prepared to begin collaborative work on the text of the implementing bill for
the U.S.-Korea trade agreement as soon as you are ready to do so. It is time to
realize this agreement’s promise of more than $10 billion in increased goods exports
and more than 70,000 American jobs.

We are seeking the same widespread support that the Korea agreement enjoys for
agreements with Colombia and Panama. Our goal is to have all three agreements,
with their outstanding issues addressed, approved by Congress.

On February 9th, I testified before you and other members of the House Ways and
Means Committee that President Obama had directed me to intensify engagement
with Colembia and Panama to resolve the outstanding issues as quickly as possible
this year and submit them to Congress immediately thereafter.

The next day, on February 10th, T met with the Vice President of Panama. Our
teams have met subsequently and agreed upon actions that, when taken by Panama,
will ready that agreement for Congressional consideration.

On February 11th, Administration officials began consultations on Colombia with
key stakeholders and members of Congress, including House and Senate leadership.
On February 15th, USTR led an interagency mission comprised of the State
Department, Labor Department and White House officials to Colombia. We have
since met multiple times with stakeholders, Members of Congress, and your staffs to
review these findings and assess next steps.

I announced before the Senate Finance Committee on March 9th that on March
10th senior Santos Administration officials would meet with USTR to engage
further on our shared goals to protect labor rights and workers. We are working
with the Colombian government to resolve serious outstanding issues regarding the
protection of internationally-recognized labor rights, violence against labor leaders,

and the prosecution of perpetrators so that we can advance the agreement for your
consideration.

——

[Submissions for the Record follow:]
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National Pork Producers Council

February 23,2011

The Honorable Dave Camp

Chairman

Committee on Ways and Means

1102 Longworth House Office Building

Washington, DC, 20515

Submitted electronicatly via htip:/waysandmeans.housc.gov/committcesubmissions/

RE: Committee on Ways and Means hearing on President Obama’s Trade Policy Agenda

The National Pork Producers Council (NPPC) hereby submits comments in response to the
Committee on Ways and Means hearing on President Obama’s Trade Policy Agenda for
consideration by the Committee for inclusion in the printed record of the hearing.

NPPC is a national association representing a federation of 43 state producer organizations, and
represents the federal and global interests of 67,000 U.S. pork operations that annually generate
approximately $15 billion in farm gate sales. The U.S. pork industry supports an estimated
550,000 domestic jobs, ot which 110,000 are supported by U.S. pork exports, and generates
more than $97 billion annually in tota] U.S. economic activity.

The U.S. pork industry is highly dependent on exports as a revenue source. Nearly twenty
percent of the pork produced in the United States in 2010 was exported, compared to about six
percent ten years ago. In 2010 the United States exported over 1.9 million metric tons of pork,
valued at $4.8 billion.

Most of the demand for pork in the world is outside the United States. During the past five years,
on average, the U.S. has been the low cost pork producer in the world. The U.S. is the number
one pork expotter in the world. In order to remain successful, the U.S. pork industry needs to be
able to compete on a level playing field with its global competitors. There is enormous risk of
letting other countries move forward first and gain market share. Now that the risk is becoming
reality, it is critical that the U.S. act quickly to at Jeast keep pork and other products on a level
playing field.

U.S. Trade Agreements

The biggest actions the United States could take to expand U.S. pork exports would be
implementation of the U.S. free trade agreements (FTAs) with Colombia, Panama and South
Korea. There is no question that U.S. FTAs have been a major factor in the rapid growth in U.S.
pork exports over the last two decades. As an example, since 1993, the year before the North
American Free Trade Agreement (NAFTA) was implemented, the volume of pork shipments to
Mexico increased from 95,000 metric tons io over 545,000 metric tons, and Mexico is now our
largest volume market. The Central American Free Trade Agreement (CAFTA) has already
begun to generate similar trends in terms of U.S. pork export growth.
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1. U.S. — Colombia Free Trade Agreement

According to the American Farm Bureau Federation, the U.S.-Colombia FTA, if and when it is
implemented, would result in U.S. agricultural export gains of more than $815 million per year at
full implementation.

In the agricultural sector as a whole, not a single U.S. product currently receives a zero tariff in
Colombia, and applied tariffs range from 5 to 20 percent. These could rise to as much as 388
percent under Colombia’s current WTO commitments. Under the U.S. FTA, tariffs on 77 percent
of all agricultural tariff lines, accounting for more than 52 percent of current U.S. wade by value,
would be eliminated immediately.

Towa State University economist Dermot Hayes calculates that when fully implemented, the U.S.
- Colombia FTA will generate an additional $68.9 million in U.S. pork exports and will create
919 new jobs because of increased pork exports alone. In addition, live hog prices will be $1.15
higher per animal than would be the case if we lost an export market of this size - and this
beneficial price impact is based on the assumption that the Canada - Colombia FTA is
implemented in 2011. However, should the U.S. fail to implement its FTA with Colombia, the
U.S. will be completely out of the Colombian pork market within ten years.

To make matters potentially worse, Colombia also anticipates signing a trade agreement with the
European Union that will also allow for pork access to Colombia. The failure to implement our FTA
in advance of these agreements has prevented our industry from getting a head-start on the EU and
Canada, which are the second and third largest global pork exporters after the U.S., both in terms of
reduced tariffs and the ability to lock in all-important marketing arrangements. U.S. pork producers
need the United States to implement the FTA with Colombia.

2. U.S.—Panama Free Trade Agreement

The American Farm Bureau Federation’s economic analysis group estimates that the U.S. -
Panama FTA could mean increased U.S. agricultural exports to Panama of more than $195
million per year by full implementation. Once the FTA is in place, the tarift disparity in
agricultural trade between the U.S. and Panama will immediately become more balanced. In the
case of Panama, over 99 percent of its agricultural exports enter the U.S. market duty free. In
contrast, Panama’s average agricultural tariff rate is 15 percent, but many key U.S. export
products face much higher rates.

U.S. pork exports to Panama are currently restricted by a very limited quota and out-of-quota
duties as high as 80 percent. However, the FTA would have provided immediate duty free
treatment for pork variety meats, expanded market access for U.S. pork through tariff rate
quotas, and a phase out of tariffs on certain processed pork items within five years. Only by
implementation of the FTA will the disparity in these taritf levels be reduced and ultimately
eliminated.
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According to Towa State University economist Dermot Hayes, the FTA will generate an
additional $16 million in U.S. pork exports and will cause live hog prices to be 20 cents higher
per animal, when fully implemented, than would be the case if we lost an export market of this
size. In addition, the FTA will create 213 new jobs because of increased pork exports alone.

Panama conctuded an FTA with Chile last August and has also concluded negotiations of an
FTA with Canada. An FTA with the European Union bloc of 27 countries is also a possibility in
the near future. The failure to implement our FTA with Panama two years ago has prevented our
exporters from getting a head-start on those major agricultural exporting countries, both in terms
of preferential tariff rates and the ability to lock in new marketing arrangements in Panama.

Canada’s FTA with Panama would immediately eliminate import duties on 90 percent of
Panama’s pork tariff lines. As our closest competitor, Canada will have a distinct advantage in
the Panamanian pork market resulting in the loss of market share for the United States pork
industry.

3. U.S. - Korea Free Trade Agreement (KORUS FTA)

The Korean market is currently the fifth largest for U.S. agricultural exports, valued at $5.3
billien in 2010. According to economic analysis by the American Farm Bureau Federation, the
Korea FTA would expand exports in a wide range of commodities and result in $1.9 billion in
additional sales — a 36 percent increase.

The KORUS FTA would be one of the most lucrative for the U.S. pork industry. According to
lowa State University economist Dermot Hayes, by the end of the FTA’s 15-year phase-in
period, total U.S. pork exports to South Korea will be almost 600,000 metric tons. That
represents nearly twice the current U.S. export level to Japan — now the top value market for the
U.S pork industry. The FTA will lift live hog prices by a staggering $10 per animal and will
generate an additional $687 million in U.S. pork exports. South Korea alone will absorb 5
percent of total U.S. pork production, and the FTA will create more than 9,000 new direct jobs in
the U.S. pork industry.

It has been over three years since the KORUS FTA was signed. While the U.S. delays
implementation, Korea continues to move forward in strengthening trade relationships with other
countries. Korea already has concluded, is negotiating or is planning FTAs with Chile, Australia,
New Zealand, Canada, China, the European Union (27 nations), India, Japan, Mexico, Mercosur
(Argentina, Brazil, Paraguay and Uruguay) and Peru. Many of these countries are competitors of
U.S. pork exports. Two major competitors, Chile and the EU, pose the largest threat to the future
suceess of U.S. pork exports to Korea.

Chile-South Korea FTA

South Korea’s FTA with Chile was implemented in 2004. In 2010, South Korea import duties on
Chilean pork have already been reduced to 9 to 10 percent. South Korean duties on Chilean pork
imports will go to zero on January 1, 2014. Chilean market share grew 34 percent in 2009 due in
large part to the gradual reduction of duties under the Chile-Korea FTA. This tariff reduction
allowed Chile to increase its sales to South Korea by approximately 11,000 tons from 2008 to
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2009. Because of the Chile-Korea FTA and failure to implement the KORUS FTA, the U.S.
could be out of the Korean market within 20 years.

EU-South Korea FTA

Failure to implement the KORUS FTA, coupled with the implementation of the EU-Korea FTA
on July 1, 2011, puts U.S. pork at a severe disadvantage with respect to competition from the
European Union in the Korean market. Under a scenario in which the U.S. dollar returns to a
price of 1.25 to the Euro, reflecting the long-run equilibrium between these two currencies, U.S.
market share in Korea would fall by 3 percentage points per year for the entire projection period,
and the U.S. would be eliminated from the Korean market over a 10-year period. This, Hayes
calculates, would cost 3,628 full-time positions in direct pork industry employment and 18,000
economy-wide full time positions, after allowing for indirect employment impacts.

4. North American Free Trade Agreement

Implementation of NAFTA in 1994 provided U.S. agriculture substantial new market access
opportunities for a broad range of products -- with pork at the forefront. Under NAFTA, U.S.
agricultural exports to Mexico increased by 303 percent and pork exports by 780 percent. Mexico
went from being an inconsequential market for U.S. pork to our second largest export volume
market in 2010, vatued at over $986 million. The Mexican market alone accounted for over 20
percent of total U.S. pork exports and approximately 4 percent of U.S. pork production.

However, the continued growth of U.S. pork exports to Mexico is at risk. The United States has not
complied with a provision of NAFTA that allows Mexican trucks to haul goods into America. This
failure to meet its NAFTA obligations has negatively affected U.S. exports to Mexico. In March
2009 and August 2010, Mexico placed higher tariffs on an estimated $2.4 billion of U.S. goods after
the U.S. Congress failed to renew a pilot program that let a limited number of Mexican trucking
companies to haul freight beyond a 25-mile U.S. commercial zone.

In August 2010, Mexico put a 5 percent tariff on most U.S. pork imports. Because of the tariff
placed on U.S. pork products in August, the U.S. pork industry saw exports of these targeted
products to Mexico fall from 17,400 metric tons to 12,900 metric tons in the first month. In dollar
terms, that is a loss of $8 million in a four-week period. These losses have since continued as U.S.
exports to Mexico from August to December are down 9 percent from the same period last year.
Canadian exports grew by 99 percent during the same period in 2010 with September and October
reaching near record levels, amounting to 2,796 and 3,089 metric tons, respectively. Though its
exports are low relative to U.S. exports, Canada’s sizable export growth is of concern to the U.S.
pork industry. October’s export level of 3,089 metric tons is nearly five times the amount Canada
exported in October 2009. In addition to the increased competition from Canada, we are already
seeing Mexican pork become more price-competitive as a result of the tariff on U.S. product.

1t is hard to overstate the importance of exports to pork producers and to the many people whose
jobs depend on our industry. According to analysis conducted by lowa State University economist
Dermot Hayes, the loss of the Mexican market over several years would result in the loss of 1,389
direct jobs in the industry and 22,009 in secondary employment in areas such as veterinary services,
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input supplies and local businesses and government. Labor income lost would total $827 billion.
U.S. pork producers need the United States to resolve the trucking dispute with Mexico. As long as
these tariffs remain the U.S. will continue to lose exports and jobs.

5. Trans-Pacific Partnership

Equally important to U.S. pork producers is the earliest possible conclusion of negotiations and
implementation of the strategic TPP negotiations. These negotiations offer the opportunity for
elimination of import tariffs in Vietnam and New Zealand, as well as addressing a variety of SPS
issues in various countries participating in the TPP. The elimination of import duties in Vietnam
would be particularly valuable to the U.S. pork industry — Vietnam has one of the highest per
capita consumption rates for pork in the world.

The TPP would allow the United States to keep pace with the recent explosive growth in FTAs
in the Asia-Pacific region. There are over 152 agreements in force in the region, 21 more
agreements are completed and awaiting implementation, 72 are being negotiated and 81 are in an
exploratory phase. The TPP would be an important step in allowing the United States to keep
pace in this increasingly competitive regional trade environment.

6. WTO Doha Round

The WTO Doha Round is another negotiation of major strategic importance to U.S. pork. We
support the Administration taking an active role in bringing these negotiations to a successful
conclusion. We anticipate that a successful Doha Round would result in significant new market
access opportunities in developed country markets like the European Union and Japan, through
the reduction of tarifts and other market access barriers, as well as the elimination of agricultural
export subsidies. In addition, the Doha Round has the potential to create new market access
opportunities for U.S. pork in developing country markets around the world, as long as
developing countries are not allowed to escape market access liberalization through safeguard
and special product provisions that are overly lenient.

Contact: Nicholas D. Giordane

Vice President and Counsel, International Affairs
National Pork Producers Council

122 C Street, NW, Suite 875

Washington, DC 20001

Phone: (202) 347-3600

Fax: (202) 347-5265

Email: giordann@nppe.org
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National Association of Manufacturers

”, Manufacturers

Written Statement by the National Association of Manufacturers
Hearing on President Obama’s Trade Policy
February 9, 2011

The National Association of Manufacturers (NAM) is pleased to submit the following
statement on President Obama'’s Trade Policy to the Committee on Ways and Means. The NAM
is the nation’s targest industrial trade association, representing small and large manufacturers in
every industrial sector and in all 50 states. lts membership includes both large multinational
corporations with operations in many foreign countries and small and medium manufacturers
that are engaged in international trade on a more limited scale.

Manufacturing is a critical part of the American economy and, contrary to some opinions,
it is not dead. The United States is the world's largest manufacturing economy, producing 21
percent of global manufactured products, nearly as much as Japan and China combined. U.S.
manufacturing produces $1.6 trillion of value each year, or 11 percent of U.S. GDP.
Manufacturing supports an estimated 18.6 million jobs in the U.S.—about one in six private
sector jobs. Nearly 12 million Americans (or 9 percent of the workforce) are employed directly in
manufacturing. In 2009, the average U.S. manufacturing worker earned $74,447 annually,
inciuding pay and benefits. The average non-manufacturing worker earned $63,507 annually.
U.S. manufacturers are the most productive workers in the world—twice as productive as
workers in the next 10 leading manufacturing economies. And U.S. manufacturers perform half
of all R&D in the nation, driving more innovation than any other sector. In fact, taken alone, U.S.
Manufacturing would be the 8th largest economy in the world.

The Three Pending Free Trade Agreements and Jobs

The United States has not progressed on a bilateral trade agenda since Congressional
passage of the U.S.-Peru FTA in December 2007. There are three bilateral trade agreements
pending approval in Congress: U.S.-Colombia, U.S.-Korea, and U.S.-Panama. The NAM is
extremely concerned about the lack of movement on these trade agreements. Manufactured
goods comprise two-thirds of overall U.S. exports of goods and services, and experience with
previous trade agreements shows they provide robust new market access and increased growth
in U.S. exports. The U.S. International Trade Commission estimates these three completed
agreements would increase U.S. exports by at least $13 billion. This growth in exports - the
majority of which would be manufactured goods — will drive U.S. employment and economic
growth.

These agreements can be best described as “preferential trade agreements” because in
every case they reduce barriers to U.S. exports far more than any concessions made by the
United States. Our tariff rates are far lower than those in almost any other nation and we are
open to foreign investment, so any free trade agreement we sign benefits our manufacturing
exports to a far greater degree than that partners exports to the United States.
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The fact is that we had a combined trade surpius in 2010 of $21 billion in manufactured
goods trade with our existing free trade agreement partners, despite the overall trade deficit we
have in manufactured goods trade with the world. Our cumulative manufactured goods trade
surpius with our FTA partners for the last three years has reached nearly $70 billion.

Standing still on trade agreements is more accurately described as “falling behind.”
Since the Peru FTA was passed by Congress in 2007, while the United States has not taken
action to pass existing agreements or begin new negotiations on any bilateral agreement, four
of our largest competitors - Canada, the European Union (EU), Japan and Korea - have either
completed or are in the process of negotiating nearly 40 separate trade agreements with nearly
100 countries. In every one of these markets, we will face disadvantages that will impair our
ability to competitively sell our products. The United States should immediately re-engage in
bitateral negotiations, beginning with rapid approval of the three pending agreements.

Job creation and economic growth go hand in hand with opening new markets.
Manufacturing jobs are heavily dependent on exports, and agreements that increase our
exports lead to creation of new manufacturing jobs and preservation of jobs in existing factories
across the nation. The U.S. Department of Commerce estimates that exports of goods and
services supported 10.3 million jobs in 2008, and that export-supported jobs accounted for 6.9
percent of total U.S. employment in 2008. Commerce also reports that in 2008, 6.8 American
million jobs were tinked to manufactured exports, 5.9 percent of total private-sector employment.

The U.S.-Colombia Trade Promotion Agreement

The U.S.-Colombia Trade Promotion Agreement (Colombia TPA) will increase trade in
goods, services and agricultural products between the United States and Colombia, one of the
fastest growing economies in the Western Hemisphere. As manufactured goods are roughiy
two-thirds of our exports to Colombia, manufacturers in America will be the largest beneficiaries
of this trade agreement.

Congress has repeatedly voted tariff preferences for Colombia that permit it to export
duty-free to the United States, as part of the Andean Trade Preference Act. The Colombia TPA
would convert this one-way free trade to two-way free trade by giving U.S. exporters to
Colombia the same open access to that market that Colombia's exporters already have to the
U.S. market. Thus, the agreement would truly level the playing field.

The U.S.-Colombia agreement will immediately eliminate nearly ali of Colombia’s tariffs
on manufactured goods, and would improve rules governing trade ~ strengthening intellectual
property protection, increasing safeguards against product counterfeiting and copyright piracy,
strengthening investment rules, opening access to government procurement, facititating
electronic commerce, speeding customs processing, encouraging express delivery, and
opening financial telecommunications and other services markets.

It is important to stress the comprehensive nature of the agreement’s coverage, and also
its strong contributions toward improving both labor and environmental conditions in Colombia.
The Colombia TPA contains enforceable provisions on core labor and environmental standards
that were included in the agreement as a result of the landmark May 2007 bipartisan trade
policy agreement between Congress and the Administration. Such provisions were included in
the 2007 U.S.-Peru trade agreement, which was supported by a bipartisan majority in the 110th
Congress.
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U.S. Manufactured Goods Trade with Colombia

The United States exported $12 billion worth of products to Colombia in 2010. It is the
second-largest export market in South America for U.S. exports, behind only Brazil.
Manufactured goods predominate in U.S. trade with Colombia. U.S. exports of manufactured
goods to Colombia totaled $11 billion in 2010 — 91 percent of total U.S. goods exports. We had
a trade surplus in manufactured goods of $7 billion in 2010.

According to U.S. Department of Commerce methodology, U.S. manufactured goods
exports to Colombia in 2010 supported nearly 90,000 U.S. jobs. The United States represents
over one-quarter of Colombia’s imports of manufactured goods. Machinery, chemicals, plastics,
aircraft, electrical equipment, and motor vehicles and other fransportation equipment are the
major U.S. manufactured goods exports to Colombia.

Smail and medium exporters, like my company, form the vast majority of U.S. exporters
to Colombia — over 85% of all exporters to Colombia are SMEs. Over 10,000 U.S. SMEs
exported products to Colombia in 2009, making up over a third of total exports by value. This
point cannot be made enough times — our free trade agreements benefit firms of all sizes.

Effect on U.S. Imports

Implementation of the U.S. — Colombia agreement is unlikely to result in significant new
increases in U.S. imports from Colombia beyond those which can be expected to occur anyway.
We expect that U.S. imports from Colombia will continue to increase, but the principal drivers of
this will be the expansion of Colombia’s oil production and the continuation of the duty-free
treatment that the U.S. Congress has already given to imports from Colombia.

In 2010, while the United States imported $15.6 bilfion in products from Colombia, $8.8
biflion - or nearly 60 percent of which - was oil and other mineral fuels. Other major exports from
Colombia include coffee, precious stones, fruits and nuts, and cut flowers, These 4 product
sectors, together with mineral fuels, comprise nearly 90 percent of totai U.S. imports from
Colombia. While the United States had a 2010 trade deficit of $3.6 billion with Colombia, if
mineral fuels are excluded, the United States had a trade surplus of over $5 billion — most of
which was in manufactured goods.

Colombian producers already have virtually complete duty-free access to the U.S.
market. Colombia has enjoyed this status since 1991 under the Andean Trade Preferences and
Drug Eradication Act (ATPDEA), which was intended to create employment alternatives to the
drug trade. The U.S. Congress has voted repeatedly to extend ATPDEA preferences to
Colombia. In fact, 99 percent of non-mineral fuel imports from Colombia already enter the
United States duty-free. Unfortunately, at the time of this statement, the APTDEA benefits for
Colombia have been allowed to lapse. The NAM strong supports extending these, with

The existing trade preferences have already allowed Colombian companies to utilize
their comparative advantage and sell to the U.S. market. The principal significance to
Colombian producers is the fact that it would make their existing preferential access permanent.
Thus, while imports from Colombia should continue to increase, the differential effect of the
trade agreement will affect very few products and have a very smali effect.
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How the Colombia Trade Agreement Will Boost U.S. Exports

The U.S.-Colombia free trade agreement has the potential to have a significant positive
affect on U.S. exports. There will be three types of effects: (1) expansion of U.S. exports
stemming from the reduction and elimination of Colombian tariffs on U.S. production; (2)
expansion of U.S. exports through the reduction of non-tariff barriers in Colombia and the trade
facilitation measures they are committed to take; and (3) preservation of existing U.S. exports
that would otherwise be lost if Colombia maintains its expansion of trade agreements with other
nations who compete with the United States in manufactured goods, like Canada, Brazil or the
European Union. Together, these three effects could total as much as $1.2 billion, according to
the U.S. International Trade Commission {ITC) analysis of the Colombia TPA.

While almost all of Colombia’s exports enter the United States duty-free, U.S.
manufacturers face significant tariff barriers in Colombia. Colombia’s average import duty on
manufactured goods is 11.3 percent. These duties, however, are assessed not only on the
invoice value of the goods but also on the freight and insurance charges (known as the “C.LF
value™). When other charges are applied as well, the effective import duty on manufactured
goods is 14 percent.

A wide variety of U.S. industrial products will benefit from the immediate reduction of
these tariffs, the vast bulk of which would be eliminated immediately upon implementation of the
agreement. The {TC’s analysis shows the largest increases in U.S. exports will be chemicals,
rubber and plastic products, machinery and equipment, and motor vehicies and automotive
parts. NAM analysis shows other sectors that stand to gain include processed food products,
electronic and electrical equipment, and transportation equipment.

U.S. Manufactured Goods Exports Compete with Other Suppliers, not with Colombian
Industry

Analysis of the relative strengths of the U.S. and Colombian manufacturing sectors
shows that there is little overlap in the types of product produced. This means that U.S.
manufactured exports to Colombia currently are, and will continue to be, in sectors where
Colombia either has no significant manufacturing presence or has very low levels of production.
At the same time, Colombia’s strongest manufacturing sectors are not exporters to the United
States or are not at competitive levels that will displace U.S. manufacturing. Moreover, these
Colombian industries already have duty-free access to the United States, and have already
benefitted from that treatment.

There is, however, a high degree of similarity in the composition of U.S. exports to
Colombia and those of our competitors in other nations, and this is where the U.S.-Colombia
TPA will provide significant benefits to U.S. manufacturers. U.S. exports to the region will
become duty-free, while exports from the European Union, Canada, China, Japan and other
countries will continue to be subject to the full duties assessed by Colombia. This will make U.S.
products more price-competitive relative to third-country production and will result in a shift of
Colombian purchases from the other suppliers to U.S. products.

There is danger in not acting rapidly to pass this agreement, because Canada and other
nations are in negotiations with Colombia on free trade agreements of their own. If these
agreements are enacted before the Colombia TPA, foreign products will replace American
goods in Colombia, and there will be a significant loss of U.S. market share. That is why time is
of the essence in implementing the Colombia TPA.

4
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The U.S.-Korea Free Trade Aareement (KORUS)

The KORUS Agreement will increase bilateral frade in goods and services between the
United States and Korea, our 8th largest trading partner and one of the most dynamic
economies in the Asia-Pacific region. As manufactured goods are roughly four-fifths of our
exports to Korea, manufacturers will be the largest beneficiaries of this trade agreement.

The KORUS agreement will immediately eliminate nearly alf of Korea's tariffs on
manufactured goods and would improve the rules governing trade — by strengthening
intellectual property protection, increasing safeguards against product counterfeiting and
copyright piracy, strengthening investment rules, opening access to government procurement,
facilitating electronic commerce, speeding customs processing, encouraging express delivery,
and opening financial telecommunications and other services markets.

It is important to stress the comprehensive nature of the agreement’s coverage, and also
its very strong contributions toward improving both labor and environmental conditions in Korea.
The KORUS agreement contains enforceable provisions on core labor and environmental
standards that fully embody the provisions of the fandmark May 2007 bipartisan trade policy
agreement between Congress and the Administration.

The United States is already a very open market to Korea. Over half of all Korean
exports to the United States enter duty-free. The average U.S. duty on dutiable imports from
Korea is only 3.5 percent. Korea's market is considerably more closed than the U.S. market.

Korea’s duties on dutiable manufactured imports average 7.6%. Since Korean tariffs are
assessed on not just the invoice value of the imports but also on the cost of the freight and
insurance (known as “C.|.F. value”), and Korea's 10 percent Value Added Tax (VAT) is levied
on the C.LF. duty paid value, the effective Korean import duty is actually about nine percent.
This is a significant barrier.

The KORUS agreement would level the playing field for U.S. producers by providing
much greater access to Korea — and provide American manufacturers with a competitive
advantage over most other exporters. The European Union’s FTA with Korea will go into effect
on July 1, 2011 (the European Parliament approved it last week), and Canada is pursuing a
trade agreement with Korea as well. Particularly in the case of the EU, this agreement will give
their exporters a competitive advantage and would lead to significant trade diversion and loss of
market share for American manufactured goods that can now only be prevented by quick
passage and implementation of the KORUS agreement,

Of particular concern to American manufacturers is the EU-Korea agreement. This is of
great significance because in 2008 the EU for the first time surpassed the United States both in
overall and manufactured goods exports to Korea. In 2009, the EU had a 15 percent share of
Korea's import market for manufactured goods, versus 11 percent for the United States. Last
year, that gap narrowed somewhat, but the EU still remains ahead of the United States, 13.7
percent to 12 percent — and they will benefit from many months of preferential treatment for their
goods, even after U.S. approval of the KORUS agreement.

lLooking at their respective top fifteen export sectors broadly, on a two-digit Harmonized
System (HS) level, the United States and EU show a significant simitarity in the types of
manufactured goods exported to Korea. EU exporters are already out-exporting the United

5
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States even though they face the same tariffs that U.S. exporters do. Once the EU’'s FTA with
Korea goes into effect, there is no question that the nine percent cost advantage from the
elimination of Korea's tariffs on their products will lead to a significant market share loss for
American manufacturing.

As the table below shows, Korea experienced a remarkable recovery in 2010. H is this
strong economic growth that represents a truly unique opportunity for American manufacturing
exports, and the competition our producers face from the EU, China and other nations is a
prime argument for passage of the preferential KORUS agreement.

Top 10 Exporters of Manufactured Goods {o Korea and Share of Korea's
Import
Market. (Thousands of U.S. Dollars)

% Chg

2009 2010 % Share 2010/09

World 197,213 255,342 295
EU25 29,604 35,041 13.7 184
China 49,249 65,468 256 33.0
Japan 46,726 60,927 239 30.0
United States 21,952 30,655 120 39.6
Germany 12,018 13,938 55 16.0
Taiwan 9,530 13,198 5.1 38.0
Singapore 7,099 7,207 28 1.5
Malaysia 3,660 4,565 18 28.2
France 3,682 3,891 15 5.6
Netherlands 1,643 3,557 14 116.4
ltaly 3,334 3,474 14 4.2

Source: Global Trade Atlas

U.S. Manufactured Goods Trade with Korea

The United States exported $38.8 billion worth of U.S. products to Korea in 2010, a 35%
increase from 2009. It is the third largest export market in Asia for U.S. exports, behind only
China and Japan. Manufactured goods predominate in U.S. trade with Korea. U.S. exports of
manufactured goods to Korea totaled $31.6 billion in 2010 — 81 percent of total U.S. exports.

According to U.S. Department of Commerce methodology, U.S. manufactured goods
exports to Korea in 2010 supported over 250,000 U.S. jobs. The United States represents 12
percent of all global manufactured goods exports to Korea — but that share has been declining
or stagnant over the last five years due to increasing foreign competition, particutarly from China
(nearly 26%), Japan (24%) and the European Union (nearly 14%).
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The United States had a 2010 trade deficit of $10 billion with Korea — a decline of 5.5%
from 2009. Machinery, automotive goods, electronics, chemicals and plastics are significant
U.S. manufactured goods imports from Korea; significant U.S. exports are machinery and
equipment, medical equipment, chemicals, aircraft, plastics, and automotive goods. Smail and
medium exporters form the vast majority of U.S. exporters to Korea — 89% of all exporters to
Korea are SMEs. Nearly 19,000 U.S. SMEs exported products to Korea in 2009, making up
over a third of total exports by value,

The Effect of Tariffs

The KORUS agreement has the potential to have a significant positive effect on U.S.
exports. There will be three types of effects: (1) expansion of U.S. exports stemming from the
reduction and elimination of Korean tariffs on U.S. production; (2) expansion of U.S. exports
through the reduction of non-tariff barriers in Korea and the trade facilitation measures they are
committed to take; and (3) preservation of existing U.S. exports that would otherwise be lost if
Korea maintains its robust expansion of frade agreements with other nations who compete with
the United States in manufactured goods, like Canada, Japan and the European Union.

Together, these three effects on U.S. exports could be an increase of as much as $10.9
bitlion, according to the Korea analysis performed by the U.S. international Trade Commission
(ITC). Non-tariff effects are important as well, but difficult to quantify, and are not included in the
ITC estimate.

A wide variety of U.S. industrial products will benefit from the immediate reduction of the
average nine percent Korean tariffs on manufactured goods once this agreement is passed. The
ITC’s study indicates that the largest increases in U.S. exports will be in electronics,
transportation equipment, machinery and equipment, pharmaceuticals, medical devices, and
motor vehicles and automotive parts. These sectors will account for the bulk of the new exports
generated by the KORUS agreement.

Growth of U.S. manufacturing exports will lead to further growth in U.S. employment.
NAM analysis indicates that if exports meet the ITC forecast (which has been demonstrated to
be conservative in past FTAs), the increased manufactured goods exparts goods to Korea could
contribute 70,000 new U.S. jobs dependent on those exports. While nearly every U.S. state will
benefit from added exports of goods to Korea, 5 states had over $1 billion in manufactured
goods exports and 22 states had over $400 million in manufactured goods exports to Korea in
2010, including a number of heavily industrialized states that have been impacted by the recent
recession. These states will see significant gains in exports and jobs from the KORUS
agreement.

U.8. Manufactured Goods Exports to
Korea:
States with $500 Million+ in 2010 Exports

California $6,624,832,986
Texas $6,171,832,120
New Jersey $1,602,226,704
New York $1,548,288,654
Washington $1,505,494,212
Massachusetts $861,681,310
Michigan $738,403,720
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{llinois $722,654,165
Louisiana $678,822,563
Pennsylvania $638,163,961
Chio $621,048,319
Minnesota $605,208,935
North Carolina $576,455,792
Missouri $564,997,131
Georgia $545,150,047
Tennessee $543,013,466
indiana $537,189,494

The U.S.-Panama Free Trade Agreement

The United States exported $6 billion worth of U.S. products to Panama in 2010, a 41%
increase over 2009. U.S. exports of manufactured goods to Panama totaled $5.6 billion in 2010
— 93 percent of total U.S. exports. We had a trade surplus in manufactured goods with Panama
of $5.5 bitlion in 2010. The overall U.S. trade surplus with Panama, at $5.6 billion, is our ninth-
largest of all trade partners. The U.S. is Panama'’s largest supplier of manufactured goods, with
30 percent of Panama’s total import market share.

Growth opportunities for U.S. manufactured goods, particularly with the multi-billion
dollar expansion of the Panama Canal, are robust, and a U.S.-Panama FTA will provide strong
commercial links for U.S. companies to supply goods and services under this expansion.

We further believe the agreement will reinforce the commitment of Latin America to democracy
and greater economic openness. It will contribute to the political stability and economic
integration of the Western Hemisphere and provides an incentive for further trade liberalization.

The Panama agreement is also an important link in the NAM's goal of expanding free
trade throughout the Western Hemisphere, following our previous agreements with Peru, Chile
and Central America and the Dominican Republic nations (CAFTA), and the pending agreement
with Colombia. The NAM has been a strong supporter of a barrier-free Western Hemisphere, a
goal first proposed by President Franklin Roosevelt in 1933. Though President Roosevelt calied
for free trade in the Hemisphere “without further delay,” the goal has still not been achieved.
Implementation of the Panama agreement will move us a little bit closer to the goal posts.

The agreement provides an important leveling of the playing field. It is important to
understand that Panama’s exporters have had nearly complete open access to the U.S. market
through preference programs like the Caribbean Basin Initiative (CBI) and the Caribbean Basin
Trade Partnership Act (CBTPA), while NAM members and other U.S. exporters have to pay
import duties to sell their products in Panama. The agreement will allow duty-free entry for U.S.
manufactured goods into Panama.

Last year fully 96 percent of Panama’s exports to the United States entered duty-free.
Panama’s average tariffs are 7 percent — but nearly 90 percent of U.S. exports of consumer and
industrial goods to Panama wili become duty-free immediately, with remaining tariffs phased out
over 10 years. The agreement includes “zero-for-zero” immediate duty-free access for key U.S,
sectors including agricultural and construction equipment and medical and scientific equipment.
Other key export sectors such as motor vehicles and parts, paper and wood products, and
chemicals wilt also obtain significant access to Panama’s market. This is a very favorable
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achievement, similar to other recent trade agreements, and NAM supports such a wide-ranging
and immediate opening of Panama’s market.

Key Provisions Common to All Three Agreements

Non-Tariff Barriers

U.S. trade agreements are comprehensive and go far beyond simple removal of tariffs.
The second positive effect on U.S. exports stems from liberalization of non-tariff barriers and
improvements in trade-facilitating rules and policies. These include express delivery, expedited
customs clearance and strengthened intellectual property protection. For example, the
agreement requires that customs processing be accelerated and imported goods be cleared
through customs within 48 hours to the extent possible. Advance customs rulings, transparent
publication of customs rules, and other trade facilitation steps will lower the cost of processing
exports.

The Colombia, Korea and Panama agreements inciude several important improvements
over previous U.S. FTAs with regard to transparency issues. Among the key elements are:
strong transparency obligations, including commitments that the national governments wiil
publish proposed regulations in advance; agreement that the governments will allow a
reasonable opportunity to comment on proposed regutations and will address significant
substantive comments received; and publication of final regulations in an official journal of
national circulation.

The provisions on technical barriers to trade are expected to reduce arbitrary rufings on
standards. The agreement increases the likelihood that U.S. standards and conformity
assessment procedures will be more broadly accepted, which will reduce costs in chemicals,
machinery and other areas. Smalier U.S. exporters will particularly benefit. Additionally, the
agreement improves the ability of U.S. exporters to switch distributorships, which is presently
difficult to do in some of countries.

Investment Provisions

One of the strengths of the three agreements is a robust, enforceable investment
chapter. The agreement will establish a stable iegal framework for U.S. investors operating in
Colombia, Panama and Korea. All forms of investment will be protected under the agreement,
including enterprises, debt, concessions and similar contracts, and inteliectual property. With
very few exceptions, U.S. investors will be treated as well as investors of any other country in
the establishment, acquisition and operation of investments in the three nations.

Pursuant to U.S. Trade Promotion Authority (TPA), the agreement draws from U.S. legal
principles and practices to provide U.S. investors in Korea substantive and procedural
protections that foreign investors currently enjoy under the U.S. legal system. These include due
process protections and the right to receive fair market value for property in the event of an
expropriation.

The investor protections in the Investment Chapter are backed by a transparent, binding
international arbitration mechanism, under which investors may, at their own initiative, bring
claims against a government for an alleged breach of the chapter. Submissions fo investor-state
arbitral tribunals will be made public, and hearings will generally be open to the public. Tribunals
will also be authorized to accept amicus submissions from non-disputing parties.

9
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Intellectual Property Rights (IPR)

The NAM views intellectual property rights (IPR) protection as one of the most important
parts of any trade agreement, for America’s competitiveness and its productivity depend upon
innovation and technology which in turn depend upon strong intellectual property protections.
The three pending agreements contain strong bilateral protections for intellectual property.

The protection of patents, trademarks, geographic indicators, internet domain names
and copyrighted works are especially important. Particularly significant are the strong provisions
to criminalize copyright piracy and trademark counterfeiting. Both the pirated or counterfeited
goods are to be destroyed, as well as the equipment used to produce them.

Importantly, customs enforcement will be provided against goods in transit, including in
free trade zones. Additionally, customs officials can bring IPR enforcement actions without
having to wait for formal complaints from right-holders, who may not even know their goods
have been counterfeited.

However, the NAM must again note our opposition to the specific language contained in
the May 10" Agreement on intellectual property related to pharmaceuticals. We believe this
language could prove severely detrimental to the medical sector members of the NAM and
would encourage this Committee to carefuily consider including that language in future trade
agreements.

Remanufactured Goods Trade

Remanufactured goods are products that have been disassembled, cleaned, repaired,
had components replaced as necessary, and rebuilt. This process is usually performed by the
original manufacturer or by a licensed independent party, and the remanufactured good is
covered by a new warranty or product protection. Many products — auto parts, medical devices,
electrical components, computers, printer cartridges — are commonly remanufactured. The
process can be complex, but also is environmentally friendly (saving space in landfills, requiring
fewer raw materials and less energy). The 3 pending agreements commit Colombia, Korea and
Panama to allow trade in remanufactured goods. This will provide significant export and
investment opportunities for U.S. firms involved in remanufactured products such as machinery,
computers, celiular telephones and other devices.

The Future: Far More Trade Agreements Are Needed

NAM members—particularly smaller members—believe the most important trade policy
shift for doubling exports is an immediate change in the U.S. aversion to concluding market-
opening bilateral trade agreements. As competitors race to negotiate barrier-reducing trade
agreements for their companies, the United States is frozen by the widespread misperception in
Congress that trade agreements are harmful to the U.S. economy. The truth is that NAFTA,
CAFTA and other U.S. FTAs have never been a significant factor in the U.S. manufactured
goods deficit. They have given the United States a manufactured goods surplus for the last
three years, in fact.

Rapid passage of the three pending FTAs will barely get the United States back into the
race. Our competitors around the world have spent the last three years rushing to negotiate and
sign new FTAs with rapidly growing economies. We need to embrace the same enthusiasm and
redouble our efforts. | commend the Obama Administration for pursuing the Trans-Pacific

10
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Partnership (TPP) agreement, which will iead to critical new market openings in key economies
like Malaysia, New Zealand and Vietnam. If negotiations on the TPP are successful, it could
form the foundation of a larger Asia-Pacific Free Trade Area that could grow to include the most
dynamic and rapidly growing economies on earth.

The TPP model should form the basis of new initiatives. It is time for the Obama
Administration to propose and pursue a re-opening of the Free Trade Area of the Americas
(FTAA) as well. The strong success of NAFTA, as well as that of CAFTA-DR, shows that we
must link the entire Western Hemisphere together in a tariff-free economic zone. Economies like
Brazil, Argentina and others are key growing markets and by removing their tariff and non-tariff
barriers for U.S. exports, we will tap into important new avenues of growth.

In a simitar vein, it is time to pursue a NAFTA-EU free trade agreement. Canada and the
EU are negotiating an FTA right now, and the EU-Mexico FTA has been in place for years. The
United States and the European Union have a tremendous bilaterat trading relationship, and a
NAFTA-EU FTA would offer valuable opportunities not just in removing tariffs, but in
establishing new levels of cooperation on regulatory and standards issues, which can be major
barriers to increased trade.

Only 40 percent of U.S. exports benefit from existing FTAs. The other 60 percent face
trade barriers, particularly in fast-growing emerging nations. Using the USITC methodology for
estimating the export expansion effect of existing trade agreements, and extrapolating to the
major markets where the United States does not have FTAs, the NAM estimates that a robust
program of FTAs with significant trading partners could generate as much as an additional $100
bitlion in U.S. exports by 2014—accounting for one-third of the $300 billion increase needed to
reach the President’s stated goal to double exports by that point.

Conclusion

The National Association of Manufacturers strongly supports swift Congressional
approval and implementation of the U.S.-Colombia, U.S.-Panama, and U.S.-Korea Free Trade
Agreements. U.S. manufactured goods exports are strong generators of economic growth and
employment both directly and indirectly, and U.S. exports benefit substantially when a free trade
agreement is put into place.

The record shows beyond a doubt that removal of tariff and non-tariff barriers increases
U.S. exports of goods and services. U.S. manufactured goods exports are the vast majority of
exports to Colombia, Korea and Panama, and the U.S. manufacturing sector will be among the
largest and most immediate beneficiaries.

In summary, American manufacturers will see immediate reductions in average industrial
tariffs on exports of fourteen percent to Colombia, seven percent to Panama, and nine percent
to Korea. Colombia and Panama’s exports enter the United States duty-free, and Korean
exports to the United States already benefit from America’s very low tariff treatment on
manufactured goods. U.S. exports of manufactured goods will also benefit from other aspects of
the agreement, which will facilitate and support U.S. export growth.

The United States must move swiftly to avoid trade diversion to the European Union,

Canada and other industrial competitors, who have utilized the United States’ three-year timeout
on trade to forge dozens of preferential trade agreements that threaten to leave America’s

11
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manufacturers far behind. The NAM believes the time has come to level the playing field for
American manufacturers,
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February 9, 2011

The free and fair flow of trade is essential to U.S. wheat producers as roughly half of their wheat
production is exported each year. In the most recent marketing year of 2009/10, the United States
exported 24 million metric tons (MMT) of wheat, roughty 40 percent of production. World
wheat exports in 2009/10 were estimated at 135.8 MMT, with the United States accounting for
nearly 18 percent of global exports.

The National Association of Wheat Growers (NAWG) was founded more than 60 years ago by
producers to work together for the common good of the industry. Today, NAWG works with its
21 state associations and many coalition partners to unite the wheat industry on issues as diverse
as federal farm policy, environmental regulation and the future commercialization of
biotechnology in wheat.

U.S. Wheat Associates (USW), the wheat industry's export market development organization,
conducts training and provides information to customers in more than 100 countries on behalf of
America's wheat producers. USW’s activities are made possible by producer check off dollars
managed by 18 state wheat commissions and cost-share funding from the Market Access
Program (MAP) and Foreign Market Development (FMD) program administered by USDA’s
Foreign Agricultural Service. USW works on behalf of American wheat producers to increase
wheat exports by collaborating with foreign government officials and industry representatives to
address market constraints and opportunities.

A brief overview of the U.S. wheat industry’s trade priorities is provided below. Fact sheets on
the pending free trade agreements are also included.

FREE TRADE AGREEMENTS (FTAs)

The U.S. wheat industry strongly supports the ratification of the pending free trade initiatives and
encourages the administration to resolve all outstanding issues and send implementing legislation
for all three agreements to Congress for immediate ratification. Ratification of the United States-
Colombia Trade Promotion Agreement is a top industry priority as U.S. wheat market share is at
risk. Argentina enjoys advantages from the Mercosur agreement allowing for duty free access.
Canada signed and ratified a free trade agreement in 2010 and implementation is expected to be
complete in earty 2011. This will allow Canadian wheat to immediately enter the country at zero
duty, putting the U.S. at an increased disadvantage to both Argentina and Canada. Based on
direct input from Colombia’s milling industry, at current prices, U.S. wheat producers across the
country stand to lose up to $100 million in wheat sales every year we must compete without a
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ratified FTA. Additionally, econometric analysis indicated that U.S. producers would have
gained $0.10 per bushel in their farm gate price if the Colombia agreement had been
implemented ahead of other countries.

U.S. wheat growers are at a competitive disadvantage without new bilateral and regional
agreements as other competing wheat producing nations move ahead briskly to sign their own
bilateral agreements in several key U.S. markets. U.S. producers are supportive of new free trade
initiatives such as the Trans Pacific Partnership to increase market access, but place ratification
and implementation of pending free agreements as a priority.

WTO/DOHA

U.S. wheat producers support the eventual passage of a successful Doha agreement that balances
reductions in domestic support with significant new market access, particularly in the advanced
developing countries, as the best opportunity to generate significant new sales of U.S. wheat.
We support current USTR efforts to quantify the current country-specific offers through a
bilateral process.

Reciprocal market access for the U.S. wheat industry will be obtained through tariff reductions,
but more importantly by limiting tariff loopholes and reducing exemptions on sensitive and
special products, as well as the limited use or elimination of the special safeguard mechanism.
Advanced developing nations such as China, India and Brazil should not be granted the same
special and differential treatment as other developing nations.

In addition, we support the elimination of the monopoly practices of export state trading
enterprises (export STEs), the continued use of monetization in food aid programs and the
utilization of export credit guarantee programs.

We support Russia’s accession to the WTO as a stand-alone undertaking, not as part of a
trilateral customs union. We are alarmed by the rising influence of the country’s state trading
enterprise, the United Grain Company, in the market and increased domestic support payments.
Further, Russia should commit to WTO rules relating to import restrictions, export STEs and
domestic support prior to admission, not after.

OTHER ISSUES

The monitoring and enforcement of trade practices is critical to ensure the FTA and WTO
agreements achieve new market access for U.S. producers. We support efforts to enforce
compliance of WTO member country commitments pertaining to domestic support and market
access.

We also encourage science based requirements for sanitary and phytosanitary (SPS)
requirements to ensure measures are not artificially applied to limit U.S. wheat exports.

Trade is critical to the export dependent U.S. wheat industry. The ability to compete on a fair and
level playing field with other wheat exporting countries is essential to the economic well being
of U.S. wheat producers, and for continuing a positive trade balance for agriculture.
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The U.S.-Colombia Free Trade Agreement is crucial to the U.S. wheat industry to maintain sales and market
share in an increasingly competitive trade environment. In 2009/10, Colombia was the eighth largest market in
the world for sales of U.S. wheat. A fully implemented free trade agreement will immediately eliminate the
country’s price band system and remove tariffs on U.S. wheat imports upon implementation. This would level
the playing field, ensuring U.S. products can compete in the Colombian market.

The U.S. wheat industry faces tough competition in Colombia:

Colombia is dependent on imports to satisfy 97 percent of its wheat demand. The U.S., Canada and Argentina
are the principal sources of Colombia’s wheat imports. In 2007/08, U.S. wheat dominated Colombia’s wheat
market with a share of almost 70 percent. The value of U.S. wheat exports to

Colombia that year reached $330 million, making wheat the second largest

agricuitural export from the United States. However, U.S. share fell to 46 percent

in 2009/10, while Canadian wheat market share increased from about 24 percent in U.S. wheat

2007/08 to 33 percent in 2009/10. Argentina’s market share has grown from producers stand

almost zero to an average of over 250,000 metric tons since 2005. to lose up to
$100 million in

Argentina enjoys advantages from the Merc‘osur agreement a}llowing for duty free sales PER YEAR
access that puts U.S. wheat producers at a disadvantage. This agreement has been )

in place since 2005. Canada signed and ratified a free trade agreement in 2010 and without a FTA.
implementation is expected to be complete in early 201 1. This will allow

Canadian wheat to immediately enter the country at zero duty, putting the United

States at a disadvantage to both Argentina and Canada. Colombia signed a trade agreement with the EU in
2010 that will also allow for duty free market access to Colombia when implemented.

Colombia’s Wheat Imports from the U.S. by Class The U.S. agreement was signed in November
L0080 Metrie Tons 2006, Colombia’s legislature ratified the
1000 = agreement in October 2007 and their
800 - : Constitutional Court completed its conformity
600 B HW review in 2008. Ratification of the agrcement
i & Durum has been held up in the United States on
400 H Bsw concerns over environmental and labor in
200 4 Colombia. The Obama Administration has
g * SRW stated that it will develop benchmarks on these
IO PO I IO WS issues for the Cotombian government to
AT AT AT AT AT AT AT AT A wHRW implement before sending the agreement to the

Marketing Year {June-May) U.S. Congress for ratification.
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U.S. wheat preducers face an increasingly competitive and uncertain market in Colombia:

Despite long-standing ties with Colombian millers, the U.S. wheat industry will continue to lose market share to
Canada, Argentina and possibly the EU under implemented t''As. Based on direct input from Colombia’s
milling industry, at current prices, U.S. wheat producers across the country stand to lose up to $100 million in
wheat sales every year we must compete without a ratified FTA. In that case, tariffs on U.S. wheat could
fluctuate between 10 and 15 percent and move as high as the WTO bound rate of 124 percent. Additionally,
Colombia has long made use of a WO illegal “price band” scheme to control agricultural imports through
variable duties that fluctuate based on changes in world prices.

Ratify the U.S./Colombia FTA Immediately:
The U.S. wheat industry, along with other agricultural commodity groups, supports immediate ratitication of the
U.S./Colombia free trade agreement so U.S. producers can compete fairly in the Colombian market.

Years ago, the U.S. opened its market to imports from Colombia through trade preference acts. As a result,
more than 90 percent of Colombian inports already enter the U.S. marketplace duty-free. By contrast, U.S.
exports to this market, including wheat, face tarifts that otten soar into the double digits. Colombia enjoys
nearly tree access to our marketplace while our access to its market remains limited.

The U.S./Colombia FTA will fix this imbalance by forging a mutually beneficial, reciprocal partnership. Four-
fitths ot U.S. consumer and industrial products and more than half of all U.S. farm exports. including wheat,
will enter Colombia duty-free immediately upon implementation of the agreement.

Without the U.S./Colombia FTA, U.S. wheat growers and producers will face an uphill battle in this
hard-fought and criticat export market resulting in millions of dellars in losses of both exports and jobs.

Colombia’s Wheat Imports from the U.S. by Class
EO0O Metrd

—_— ic fons
June = May
Crop Year

2009 299 19 215 13 0 0 645
2008 447 73 229 0 3 0 751
2007 522 220 204 0 0 0 947
2006 262 101 189 1] 3 0 555
2005 428 112 145 0 8 0 691
2004 421 161 185 o 3 0 739
2003 547 112 161 0 0 0 820
2002 454 101 161 6 2 0 723
2001 363 0 165 0 0 0

528
Source: USD4, Federal Grain Inspection Service

Revised: January 24, 2011
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Fact Sheet: U.S.-Korea Free Trade Agreement (KORUS FTA)

The U.S.-Korea Free Trade Agreement (KORUS) is important to the U.S. wheat industry in maintaining exports
in an increasingly competitive trade environment. The U.S. wheat industry applauds the administration’s effort
to reach a side agreement in December 2010 to clear the path for ratifying and implementing the agreement.
U.S. wheat exports to Korea have been trending lower since the mid-1990s, with occasional peaks in demand
occurring. The value of wheat exports to Korea in 2009 was listed at $271 million, making it the third
largest U.S. agricultural export item to Korea.

U.S. wheat producers face competition in Korea:

U.S. wheat producers face stitf competition from Australia and Canada for the milling wheat market in Korea.
Korea also purchases substantial quantities of feed wheat, but the U.S. is not price competitive in the feed wheat
market in most years. Between 2000 and 2009, U.S.

market share in the milling wheat sector has Korean wheat Imports from the U.S. by class
ranged from a low of 34 percent to a high of 63 LOBY Bletrie Tons

percent. Meanwhile, Australia’s share has ranged 2000 e e oo e -

from 31 to 46 percent and Canada’s from 5 to 35 ! 1500 e s HW

percent.

1000 -~ # Durum
Australia has made the largest gains in the Korean : I l l I I I l nsw
market through the Australian Wheat Board (AWB) & SRW

monopoly practices. During the years that the AWB w0

g g . | 33 8 38 3 W HRS
operated a monopoly on Australian wheat exports, | S 2 g g 22 g g <4

they were able to control price and offer a special Morketing Year {June-May) ®HRW
quality of Australian wheat to the Korean market,

often at prices below similar quality U.S. wheat.
Canada’s wheat export monopoly, the Canadian Wheat Board (CWB), also plays thxs game, with markel share
increasing substantially in certain years at the expense of the U.S. industry.

The EU signed an agreement with Korea in 2010. The approval process is underway in the EU, and the
agreement is expected to be in {ull force by July I, 201 1. Australia and
Korea finished their fifth round of FTA negotiations in May 2010. A Korea-
Australia FTA would be harm{ul to U.S. wheat producers if it is sighed and
implemented before the U.S. agreement. Canada is also negotiating a FTA
with Korea.

Upon implementation, U.S.
wheat will secure permanent
duty-free access to the
Korean market.

Upon implementation:
An agreement was reached between U.S. and Korean negotiators in 2007. A key parliamentary committee in
Korea approved the bill in April 2009, which means all that is remaining in Korea to ratify the agreement is a
final floor vote in the National Assembly. Ratification of the agreement by the U.S. Congress is expected after
a side agreement was reached in 2010 that resolved outstanding issues on automobiles.

U.S. wheat imports face a 1.8 percent tariff and permanent removal of this duty, although minor, never-
the-less reduces the price of U.S. wheat imports and allows U.S. producers to compete with cheaper sourced
imports and maintain dominant market share. While the European Union (EU) is not a regular milling
wheat supplicr to Korea, lower tariffs granted to EU wheat imports from implementation of their free trade
agreement could also threaten U.S. market share.

The U.S. wheat industry, along with other agricultural commodity groups, supports immediate
ratification of the U.S.-Korea free trade agreement.

Media Contact: Steve Mercer (703) 650-0251

Revised: January 7.2011
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Fact Sheet: U.S.-Panama Trade Promotion Agreement

RS

Panama is a consistent market for U.S. agriculture and it imports ail of its wheat needs, with consumption
averaging around 125,000 metric tons per year. U.S. market share for wheat has averaged approximately 90
percent since 2000. In 2009, wheat exports were valued at just over $30 million.

An agreement was signed between negotiators from the U.S. and Panama in June

2007. Panama’s legislature ratified the agreement in July 2007, but the U.S. Congress The agreement
has yet to ratify the agreement. In 2010, the European Union (EU) and Canada would lock in a
signed agreements with Panama, but have yet to ratify these agreements. zero duty rate
Sfor U.S. wheat
Concerns on Panama’s labor laws and their status as a tax haven have held up and remove any
movement on this agreement. A Tax Intormation Exchange Agreement (TIEA) was possibility of
signed with the United States in November 2010 that removes the concern on the tariffs being
coumry’s tax transparency. In addition, many of the labor concerns have also been raised

addressed by the government of Panama.

Upon implementation, the agreement would lock in a zero duty for U.S. wheat producers and remove the
potential for the duty on U.S. wheat to rise to the bound level of three percent. This ensures that U.S. wheat
will remain competitive against our origins.

The U.S. wheat industry, along with other agricultural commodity groups, supports immediate
ratification of the U.S.-Panama free trade agreement.

Panama’s wheat imports from the U.S. by class
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The U.S. Chamber of Commerce is the world’s largest business
federation, representing the interests of more than 3 million businesses of all
sizes, sectors, and regions, as well as state and local chambers and industry
associations.

More than 96 percent of the Chamber’s members are small businesses
with 100 or fewer employees, 70 percent of which have 10 or fewer employees.
Yet, virtually all of the nation’s largest companies are also active members. We
are particularly cognizant of the problems of smaller businesses, as well as issues
facing the business community at large.

Besides representing a cross section of the American business community
in terms of number of employees, the Chamber represents a wide management
spectrum by type of business and location. Each major classification of American
business manufacturing, retailing, services, construction, wholesaling, and finance
— is represented. Also, the Chamber has substantial membership in all 50 states.

The Chamber’s international reach is substantial as well. It believes that
global interdependence provides an opportunity, not a threat. [n addition to the
U.S. Chamber of Commerce’s 115 American Chambers of Commerce abroad, an
increasing number of members are engaged in the export and import of both
goods and services and have ongoing investment activities. The Chamber favors
strengthened international competitiveness and opposes artificial U.S. and foreign
barriers to international business.

Positions on national issues are developed by a cross section of Chamber
members serving on committees, subcommittees, and task forces. More than
1,000 business people participate in this process.
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The U.S. Chamber of Commerce is pleased to submit this written statement to the House
of Representatives Committee on Ways and Means on the status of President Obama’s trade
policy agenda. The U.S. Chamber of Commerce is the world’s largest business federation,
representing the interests of more than 3 million businesses of all sizes, sectors, and regions, as
well as state and local chambers and industry associations. The Chamber serves as secretariat for
both the U.S.-Korea FTA Business Coalition and the Latin American Trade Coalition, which
represent hundreds of American companies, business and agricultural organizations, and
chambers of commerce that support approval of the pending free trade agreements with South
Korea, Colombia, and Panama.

No priority facing our nation is more important than putting Americans back to work.
Nearly 10% of the U.S. workforce is unemployed — a figure that soars beyond 17% when those
who have stopped looking for jobs and the millions of part-time workers who want to work full
time are included. As a nation, the biggest policy challenge we face is to create the 20 million
jobs needed in this decade to replace the jobs lost in the current recession and to meet the needs
of America’s growing workforce.

World trade will play a vital role in reaching this job-creation goal. When President
Barack Obama delivered his State of the Union address in January, the U.S. Chamber and the
rest of the business community welcomed his call for a national goal to double U.S, exports
within five years. The rationale is clear: We cannot rely on domestic consumption to generate
more demand for the goods and services we produce. The American consumer is likely to spend
more frugally in the years ahead, and the federal government faces unsustainable budget deficits.

Most importantly, outside our borders are markets that represent 73% of the world’s
purchasing power,' 87% of its cconomic growth,” and 95% of its consumers, The resulting
opportunities are immense.

Trade already sustains millions of American jobs. More than 50 million American
workers are employed by firms that engage in international trade, according to the U.S.
Department of the Treasury,3 President Obama has noted that one in three manufacturing jobs
depends on exports,” and one in three acres on American farms is planted for hungry consumers
overseas.”

Nor is trade important only to big companies. Often overlooked in the U.S. trade debate
is the fact that more than 97% of the quarter million U.S. companies that export are small and
medium-sized enterprises (SMEs), and they account for nearly a third of U.S. merchandise
exports, according to the U.S. Department of Commerce. In fact, the number of SMEs that
export has more than doubled over the past 15 years.

The bottom line is simple: If America fails to Jook abroad, our workers and businesses
will miss out on huge opportunities. Our standard of living and our standing in the world will
suffer. With so many Americans out of work, opening markets abroad to the products of
American workers, farmers, and companies is a higher priority than ever before.
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The Problem: Foreign Tariffs and Other Trade Barriers

The chief obstacle to reaching the goal of doubling U.S. exports by 2014 is the complex
array of foreign barriers to American exports. Those barriers are alive and well, and they pose a
major competitive challenge to U.S. industry and agriculture and the millions of U.S. workers
whose jobs depend on exports.

From the perspective of the U.S. business community, the foremost goal of U.S. trade
policy should be to tear down those barriers. Casting light on this challenge, the World
Economic Forum issues an annual Global Enabling Trade report, which ranks countries
according to their competitiveness in the trade arena.® One of the report’s several rankings
gauges how high the tariffs are that a country’s exporters face. Leading the pack as the country
whose exporters face the lowest tariffs globally is Chile, with its massive network of free trade
agreements with more than 50 countries around the globe.

While the report found the United States did well in a number of areas, America ranked a
disastrous 121st out of 125 economies in terms of “tariffs faced” by our exports overseas. In
other words, American exporters face higher taritfs abroad than nearly all our trade competitors.
1t is also worth noting that tariffs are just part of the problem, as they are often found alongside a
wide variety of non-tariff barriers that shut U.S. goods and services out of foreign markets.

Historically, the only way the U.S. government has ever enticed a foreign government to
open its market to American exports is by negotiating agreements for their elimination on a
reciprocal basis. This is done in bilateral free trade agreements (FTAs), such as those pending
with South Korea, Colombia, and Panama, or the Trans-Pacific Partnership, which is under
negotiation. In addition, reciprocal market openings can be accomplished multilaterally, as in the
Doha Round, the global trade agreement currently being negotiated under the WTO by the
United States and 152 other countries.

The Solution: Free Trade Agreements

The pending FTAs with South Korea, Colombia, and Panama are pro-growth agreements
will create good American jobs, bolster important allies, and confirm that America is not ready
to cede its global leadership role in trade. They will generate billions of dollars in new American
exports within a few short years.

Most importantly, these are “fair trade” agreements that promise a level playing field for
American workers and farmers. Many Americans don’t know that the U.S. market is already
wide open to imports from these countries, with most imports from South Korea, Colombia, and
Panama entering our market duty free. However, these countries impose tariffs on U.S. products
that often soar into the double digits, limiting our competitiveness overseas. These agreements
would knock down those barriers, opening the door for American companies like mine to sell to
these consumers.

If the United States is to double exports within five years, the proven export-boosting
record of these reciprocal trade agreements will be indispensable. In 2003-2008, for example,

2
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U.S. exports rose 79%, their fastest growth in nearly two decades. It is no coincidence that this
period also saw the United States implement FTAs with 10 countries and saw earlier agreements
such as NAFTA attain their full implementation with the elimination of all tariffs.

To settle once and for all the debate over whether these FTAs have benefitted American
workers and companies, the U.S. Chamber commissioned a study entitled Opening Markets,
Creating Jobs: Estimated U.S. Employment Effects of Trade with FTA Partners,” which was
released in May 2010. The study examined U.S. FTAs implemented over the past 25 years with a
total of 14 countries. It excluded three other countries where FTAs have only recently been
implemented. The study employs a widely used general equilibrium economic model which is
also used by the U.S. International Trade Commission, the WTO, and the World Bank.

The results of this comprehensive study are impressive: 17.7 million American jobs
depend on trade with these 14 countries; of this total, 5.4 million U.S. jobs are supported by the
increase in trade generated by the FTAs.

No other budget neutral initiative undertaken by the U.S. government has generated jobs
on a scale comparable to these FTAs, with the exception of the multilateral trade liberalization
begun in 1947. The study also shows that U.S. merchandise exports to our FTA partners grew
nearly three times as rapidly as did our exports to the rest of the world from 1998 to 2008.

The trade balance is a poor measure of the success of these agreements, but deficits are
often cited by trade skeptics as a reason why the United States should not negotiate free trade
agreements. However, taken as a group, the United States is now running a frade surplus in
manufactured goods with its 17 FTA partner countries, according to the U.S. Department of
Commerce (on top of the U.S. global trade surpluses in services and agricultural products).

America Left Behind

The success of reciprocal trade agreements has led to their proliferation around the globe.
Countries are rushing to negotiate new trade accords — but America is being left behind.

According to the WTO, there are 283 regional trade agreements in force around the globe
today, but the United States has just | | FTAs with just 17 countries.® There are more than 100
bilateral and regional trade agreements currently under negotiation among our trading partners.
Unfortunately, the United States is participating in just one of these (the Trans-Pacific
Partnership).

The United States is standing on the sidelines while other nations clinch new trade deals.
This is painfully evident in the case of South Korea, Colombia, and Panama. The pending U.S.
agreements with those countries would create good American jobs, bolster important allies, and
confirm that America is unwilling to cede its global leadership role in trade.

While these U.S. agreements languish, other nations are moving forward. The European
Union has concluded a comprehensive FTA with South Korea, and Canada has done so with
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Colombia; both of these FTAs are expected to enter into force in mid-2011. Also, in May, the
EU signed FTAs with Colombia and Panama, and Canada has signed an FTA with Panama.

If Washington delays, U.S. exporters will be put at a marked competitive disadvantage in
South Korea, Colombia, and Panama. Canadian wheat farmers will be able to sell their crop to
Colombians and Panamanians at a huge discount, and European manufacturers will easily
undercut their American competitors in the South Korean market.

The cost of these delays will be high. According to a study commissioned by the U.S.
Chamber, the United States could suffer a net loss of more than 380,000 jobs and $40 billion in
lost export sales if it fails to implement its pending trade agreements while the European Union
and Canada move ahead with their own agreements.”

Unfortunately, this scenario is already unfolding. Following implementation of a new
trade accord between Colombia and Mercosur, the U.S. share of Colombia’s market for soybean
meal, yellow corn, and wheat dropped by 67%, 53%, and 37%, respectively, in 2008-2009."

Although Colombia has doubled its agricultural imports in the last five years, the United
States has seen its market share shrink by half, according to the Embassy of Colombia. In 2008,
the products of U.S. farmers and ranchers controlled nearly half the Colombian market; today
that share has diminished to 22%. In the absence of an FTA, the average tariff paid by American
farmers shipping their goods to Colombia is 16.9 %.

The implications have a profound significance in the rapidly growing Asia-Pacific region.
U.S. trade with Asia continues to grow, but our market share is dropping as other countries boost
their own commerce more rapidly. Over time, expanding Asian production supply chains will
tend to shut out U.S. suppliers of intermediate goods and undermine U.S. manufacturers. U.S.
farmers are shut out because highly protected agricultural markets are open to U.S. competitors
but not to American food products. The United States will be left on the outside, looking in.

Washington’s failure to negotiate more trade agreements not only hurts U.S. companies
and workers, but it limits America’s ability to advance its broader interests around the globe. A
stronger U.S. economic presence abroad would boost America’s ability to achieve its security,
political, and economic goals.

A Closer Look at the Agreements

South Korea: The huge scale of trade and investment between the United States and
South Korea makes the Korea-U.S. FTA (KORUS) the most commercially significant trade
agreement in 15 years, This agreement will stimulate new demand in South Korea for U.S, goods
and services which are at times shut out by tariffs and other trade barriers. Increased U.S. exports
to Korea under the agreement, in turn, will generate new U.S. jobs and economic growth.

Korea, with a $1 trillion economy, is the United States’ eighth-largest trading partner in
terms of two-way trade, which surpassed $80 billion last year. Korea is a major market for U.S.
producers across numerous sectors. Over 80% of U.S. merchandise exports to Korea are
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manufactured goods. The United States is also Korea’s leading supplier of agriculture products,
and Korea is the fifth-largest market worldwide for U.S. agricultural goods, with U.S.
agricultural exports totaling nearly $4 billion in 2009. In addition, Korea is the second-largest
market for U.S. services in Asia, and U.S. cross-border exports of services to Korea totaled $12.6
billion in 2009. Korea boasts the highest broadband internet penetration levels in the world,
making it an important growth market for U.S. companies in the information and
communications technology sector.

KORUS will create substantial new opportunities and economic benefits for U.S.
businesses and farmers by eliminating high tariffs and restrictive non-tariff market access
barriers in Korea. Under the agreement, almost 95% of bilateral consumer and industrial goods
trade will become duty-free within five years, with almost all remaining tariffs on goods
eliminated within ten years. Korean average applied tariffs on U.S. non-agriculture goods are
now 6.6%, as compared to the average U.S. applied tariff of 3.2%. Korea’s tariffs on imported
agricultural goods average 54%, as compared to the average U.S. tariff on these products of 9%.
The elimination of these tariffs on almost all goods will significantly benefit U.S. producers and
exporters by making their products more price-competitive in the Korean market.

In agriculture, the agreement will eliminate immediately Korean tariffs on nearly two-
thirds of U.S. agricultural exports to Korea. It will phase out over 90% of all Korean tariffs on
major U.S. agricultural exports, including beef, pork, poultry, and oranges, over 15 years. The
U.S. Chamber expects the elimination of these tariffs to boost significantly U.S. agricultural
exports to Korea and to create important new growth opportunities for U.S. ranchers and
farmers.

U.S. small and medium enterprises play an important role in exporting goods and
services to Korea, and these firms accounted for 89% of all U.S. companies exporting in Korea
in 2007 and $10.8 billion of total U.S. exports to Korea that year. These exports in every
category are expected to grow significantly once the agreement is passed.

Implementation of KORUS will not only bolster trade and investment between the United
States and Korea, but will also reinforce the two countries’ important political and security
partnership. For more than sixty years the U.S.-Korea security alliance has contributed to peace,
stability, and prosperity in Asia. By expanding trade and investment and deepening the links
between the United States and Korea, KORUS will be a significant step forward in updating our
countries’ relationship to reflect changing regional dynamics and Korea’s increasingly important
role as an engine of regional and global economic growth. It will also send a strong signal of the
United States’ commitment to maintain its leadership in Asia.

As noted above, the timing of implementing KORUS is crucial for the United States to
realize the maximum possible economic benefits of the agreement. South Korea is rapidly
expanding its network of bilateral trade agreements, including with major U.S. global
competitors. In particular, if the EU-Korea FTA enters into effect in mid-2011 as announced, it
will likely generate significant trade diversion in the Korean market away from U.S. exports as
Korean consumers turn towards more price-competitive EU member country goods and services
by virtue of benefits under the EU-Korea agreement. A comparison of leading U.S. and EU
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exports to Korea reveals the significant degree of overlap between them — indicating the
competitive disadvantage that U.S. manufacturers, farmers, and ranchers could be placed in
under an EU-Korea FTA without implementation of KORUS.

Korea also concluded a Comprehensive Economic Partnership Agreement with India in
August 2009, and it has ongeing negotiations with Canada, Australia, Peru, New Zealand, the
Gulf Cooperation Council, and Japan and is exploring the possibility of FTA negotiations with
China.

Colombia: Similarly, the U.S.-Colombia FTA is a critical component to increasing U.S.
exports and strengthening a longstanding partnership with the second largest Spanish-speaking
country in the world. The FTA’s provisions are virtually indistinguishable from those in the
U.S.-Peru FTA, which Congress approved by an overwhelming bipartisan majority in 2007. Like
the agreement with Peru, the U.S.-Colombia FTA is a comprehensive agreement that will
accelerate Colombia’s progress as a resilient and strong democracy and a committed ally of the
United States.

U.S. exports to Colombia have more than tripled since 2003, exceeding $11 billion in
2010. A wide range of industries — including food and other agricultural products, chemicals,
computers and electronic products, electrical equipment and appliances, and motor vehicles to
name just a few — have seen exports grow into the hundreds of millions of dollars each year.
More than 10,000 U.S. small and medium sized businesses were selling to Colombia, totaling
85% of all U.S. companies exporting to Colombia.

Building on these strong ties, the Colombia agreement will do away with a trade
relationship built on temporary unilateral preferences and replace it with one that is mutually
beneficial, reciprocal, and permanent. In 1991, Congress approved the Andean Trade Preference
Act (ATPA), which has been renewed by bipartisan majorities several times in recent years.
Thanks to the ATPA, the average U.S. import duty imposed on imports from Colombia was a
stunningly low 0.1% in 2009, according to the U.S. International Trade Commission.'' By
contrast, Colombia’s average duty on imports from the United States is 14% for manufactured
goods and far higher for key agricultural exports. In short, Colombians enjoy nearly free access
to our market while our access to theirs remains limited.

In fact, since the agreement was signed in November 2006, U.S. exports to Colombia
have been penalized by the imposition of over $3.2 billion in tariffs that could have been
eliminated by the implementation of the agreement (see Colombia Tariff Ticker —
www latradecoalition.org). This sum is not only money out of the pockets of U.S. companies; it
likely deterred hundreds of millions of dollars worth of additional sales.

This agreement will remedy the unfaimess of today’s U.S.-Colombia trade relationship
by sweeping away most of Colombia’s tariffs immediately, ushering in a mutually beneficial,
reciprocal partnership. The day the agreement enters into force, four-fifths of U.S. consumer and
industrial products and more than half of current U.S. farm exports will enter Colombia duty-
free. Remaining tariffs will be phased out, most in just a few years. For example:
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Without the U.S.- Products With the U.S.-
Colombia FTA Coloembia FTA
We Pay | They Pay We Pay | They Pay

35% 2.5% Automobiles 0% 0%
20% 0% Furniture 0% 0%
5-15% 0-3.9% Audiovisual (film and DVDs) | 0% 0%
5-15% 0% Mineral fuels and coal 0% 0%
10% 0% Cotton 0% 0%
5-15% 0-3.9% Copper, gold, silver products 0% 0%
5-21% 0-1.9% Cereals (oats, corn, soybeans) | 0% 0%
10% 0% Computers & related products | 0% 0%

In addition, the agreement will open services markets, secure the intellectual property of
U.S. inventors, researchers, and creative artists, and introduce enforceable protections for worker
rights and the environment. Colombia’s Congress has already enacted into law all of the
provisions on labor, the environment, public health and enforcement agreed to in the bipartisan
trade deal of May 10, 2007.

The geostrategic importance of the agreement is also profound. It will help Colombians
lock in the gains of the past decade, which has seen violence fall to its lowest level in a
generation. More than 40,000 fighters have been demobilized as insurgent groups have lost
legitimacy, and the number of Colombians enrolled in school and the health care system has
risen sharply. These sustained results are a triumph of brave Colombians as well as bipartisan
U.S. foreign policy. The U.S.-Colombia FTA will build on this solid foundation.

In short, the U.S.-Colombia FTA is a job-creating imperative, a geostrategic imperative,
and moral imperative. Four years of delay is already too much; it’s time to approve and
implement this agreement.

Panama: Iu similar fashion, the U.S.-Panama FTA will strengthen the century-old U.S.-
Panama geostrategic partnership. From the time of the canal’s construction, the United States
and Panama have made common cause on issues from security to commerce. Panama has major
ports on both the Atlantic and the Pacific, and fully five percent of world trade passes through
the canal. With a remarkable one-third of its population speaking English fluently and a fully
dollarized economy, Panama is a good friend and partner of the United States. The trade
agreement will help both nations get even more benefits from these longstanding ties.

Like the other two FTAs, the U.S.-Panama FTA will level the playing field for American
workers, farmers, and companies by eliminating over 88% of Panama’s tariffs on U.S. consumer
and industrial goods and a majority of the most competitive U.S. farm exports immediately upon
implementation. Panama’s average duty on imports from the United States is 7%, whereas the
United States eliminated nearly all its tariffs on imports from Panama through the Caribbean
Basin Initiative in 1984. The agreement will make these trade openings reciprocal — a two-way
street that will benefit both countries.
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Real money is at stake. The $5.25 billion expansion of the Panama Canal is now moving
ahead and presents signiticant opportunities for U.S. companies to provide goods and services to
the government of Panama as it embarks on one of the Jargest public works project since the
Three Gorges Dam in China. If approved, the agreement will grant U.S. firms ready access to the
Panamanian market and the chance to compete in selling everything from heavy equipment to
engineering services in a market that has reached annual growth rates above 8% in recent years.

Further, the agreement will bolster the rule of law, investor protections, internationally
recognized workers’ rights, and transparency and accountability in business and government.
The agreement’s strong intellectual property rules and reiated enforcement provisions will help
protect and promote America’s dynamic innovation-based industries and creative artists.

Panama is also an important market for U.S. small business. More than 7,500 U.S.
companies export their products to Panama. Of this total, more than 6,000, or 83%, are small and
medium-sized enterprises. These SMEs exported $1.1 billion worth of merchandise to Panama in
2009. This represented one-third of all U.S. merchandise exports to the country.

With its economy overwhelmingly based on services, Panama’s economy complements
the strengths of the U.S. economy. Panama’s export crops are mostly tropical products that
largely do not compete with U.S. farm and ranch products. Panama has already ratified all eight
International Labor Organization conventions on core labor standards, and Panama’s National
Council of Organized Workers, the umbrella group for all of the country’s trade unions, endorsed
the agreement in June 2007.

One of the supposed reasons not to move forward with the agreement was recently swept
away. Anti-trade activists had charged that Panama is a tax haven and thus an unsuitable partner
for a trade accord. Demolishing the idea that Panama is a tax haven, the United States and
Panama in November signed a Tax Information Exchange Agreement (TIEA), guaranteeing
close cooperation between U.S. and Panamanian tax authorities and a world-class level of
transparency in Panama’s system of taxation. There is no justification for further delay in
seeking approval of the U.S.-Panama FTA.

Conclusion

For the Chamber, the agenda is clear. The United States cannot afford to sit on the
sidelines while others design a new architecture for the world economy and world trade.

The United States needs a laser-like focus on opening foreign markets. This means
approving the pending trade accords with South Korea, Colombia, and Panama and negotiating
more of them, including the Trans-Pacific Partnership and an ambitious Doha Round agreement.
To this end, Congress should renew the traditional trade negotiating authority that every
president since Franklin D. Roosevelt has enjoyed. Moreover, we need to enforce our existing
trade and investment agreements. International accords aren’t worth the paper they’re written on
if we don’t act to enforce them.
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World trade is again expanding rapidly, and it is generating new opportunities around the
globe. However, this is too often a story of missed potential. The business community could be
doing much more to creale jobs, lift people out of poverty, foster greater understanding and
stability among nations, and solve vexing social problems if we weren’t missing so many of the
opportunities that global commerce can create.

If we stand still on trade, we fall behind. At stake is the standing of the United States as
the world’s leading power, our ability to exert positive influence around the world, our reputation
and brand overseas, and our best hopes for escaping high unemployment, massive deficits, and
exploding entitlements, The U.S. Chamber of Commerce looks forward to working with the
members of the Committee to secure swift approval and implementation of the three pending
FTAs.
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Emergency Committee for American Trade

EMERGENCY COMMITTEE FOR AMERICAN TRADE

EMERGENCY COMMITTEE FOR AMERICAN TRADE (ECAT) URGES CONGRESSIONAL
APPROVAL OF COLOMBIA, KOREA AND PANAMA TRADE AGREEMENTS

Written Submission in Connection with the House Cemmittee on Ways and Means Hearing on
President Obama’s Trade Policy Agenda

February 23. 2011
ECAT strongly urges Congressional approval and entry-into-force of the pending trade agreements
with Colombia, Korea and Panama as soon as possible this year so that they will provide important benefits
to the U.S. economy, U.S. enterprises and their workers and broader U.S. national interests the Western
Hemisphere and the Asia Pacific. ECAT also shares below other key trade and investment priorities for
2011,

This submission is provided on behalf of the Emergency Committee for American Trade — ECAT.
ECAT is an association of the chief executives of leading U.S. business enterprises with global operations.
ECAT was founded more than three decades ago to promote economic growth through expansionary trade
and investment policies. Today, ECAT’s members represent all the principal sectors of the U.S. economy —
agriculture, financial, high technology, manufacturing, merchandising, processing, publishing and services.
The combined exports of ECAT companies run into the tens of billions of dollars. The jobs they provide for
American men and women — including the jobs accounted for by suppliers, dealers, and subcontractors — are
located in every state and cover skills of alf levels. Their annual worldwide sales exceed $1.6 trillion, and
they employ more than 6.2 million persons. ECAT companies are strong supporters of agreements to
eliminate tariffs, remove non-tariff barriers and promote trade liberalization and investment worldwide.

ECAT strongly supports Congressional approval as soon as possible this year of the U.S.-Colombia
Trade Promotion Agreement, the Korea-U.S. Free Trade Agreement and the U.S.-Panama Trade Promotion
Agreement. The high-level market-access, intellectual property (IP), investment, and other provisions
included in each agreement will produce strong economic benefits for the United States and U.S. enterprises
and workers. This paper provides an overview of the important role that trade agreements play in the U.S.
economy, a discussion of each of the three pending trade agreements and finally a discussion of the key
provisions included in each of those agreements.

In addition to these important agreements, ECAT also supports work on a number of other high-
priority trade and investment issues as detailed below.

Pending Trade Agreements with Colombia, Korea and Panama

The U.S. trade agreements with Colombia, Korea and Panama were completed several years ago and
represent unfinished business that ECAT believes are critical to complete this year.

Trade Agreements and the U.S. Economy

Since the U.S. market is largely open, the main effect of trade and investment agreements is to
eliminate foreign trade barriers, thereby opening other countries” markets to our goods and services, and
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provide a more stable, transparent and fair legal environment for the protection of U.S. property and
interests. According to the Global Trade Enabling Report (2009) of the World Economic Forum, America
ranks 1 14th out of 121 economies in terms of “tariffs faced™ by our exports overseas. As a result American
exporters pay on average higher tariffs than nearly all our trade competitors, leaving the United States at a
competitive disadvantage in foreign markets. The most effective way to eliminate these and non-tariff
barriers is through new agreements and negotiations.

Bilateral, sub-regional and regional agreements also act to give an advantage to the United States by
establishing preferential terms for U.S. manufactures, farm products and services, compared to competing
products and services from foreign countries. At the same, the United States also faces a global marketplace
where other countries, particularly in Asia, are entering into trade and investment agreements that exclude
the United States, When the United States is left on the outside without the preferential access those
agreements provide, our products and services, our workers and our interests, are disadvantaged through
higher taxes and other barriers.

The importance of trade agreements to the United States is demonstrated by the fact that U.S. trade
with the 17 countries with which the United States had a free trade agreement in effect by the end of 2009
accounted for approximately $882 billion or nearly 29 percent of total U.S, trade and 28 percent of U.S.
exports in that year. Source: U.S. Department of Commerce, Trade Stats Express. At the same time, these
countries represent only seven percent of the world economy.

The United States has done very well with each of these FTAs. Indeed, U.S. exports to the 17
countries with which the United States had an FTA in force before 2010 increased 63 percent between 2001
and 2008 and, despite the economic downturn, were still 30 percent over 2001 exports in 2009. U.S.
exports to new FTA countries (excluding Canada, Mexico and Israel) increased even faster, by over 100
percent between 2001 and 2008 and were 68 percent higher in 2009 than in 2001. Source: U.S. Department
of Commerce, Trade Stats Express. It is also noteworthy that U.S. exports to each of its major FTA partners
have increased significantly after each FTA has entered into force. Even with the economic downturn,
which lowered U.S. exports in 2009, U.S. exports to each FTA partner have increased significantly.

= U.S. goods exports to the NAFTA countries almost tripled between 1993 and 2008, from $142
billion to $412 billion. In 2009, U.S. goods exports to the NAFTA countries were $334 billion, still
more than double U.S. exports in 1993 despite the economic downturn.

= U.S. goods exports to Chile increased by 348 percent between 2003 and 2008, increasing from $2.7
billion to $12.1 billion. In 2009, U.S. goods exports to Chile equaled $9.4 billion, still more than
three times higher than the pre-FTA level.

= U.S. goods exports to Singapore increased by 73 percent, from $16.6 billion in 2003 to $28.8 billion
in 2008. In 2009, U.S. goods exports to Singapore equaled $22.3 billion, 34 percent higher than
pre-FTA levels.

[
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= U.S. goods exports to Australia increased 57 percent, from $14.3 billion in 2004 to $22.5 billion in
2008. In 2009, U.S. goods exports to Australia equaled §19.6 billion, 37 percent higher than pre-
FTA levels.

= U.S. goods exports to the seven CAFTA-DR countries grew nearly 30 percent between 2006 and
2008 10 approximately $25.4 billion, before dropping to $20 billion in 2009.

Source: U.S. Department of Commerce, Trade Stats Express.

U.S. services exports and U.S. investment also have increased following previous FTAs, supporting
greater economic growth, better paying jobs and greater productivity here in the United States. In particular,
U.S. services exports to the NAFTA countries more than doubled between 1993 and 2009, from $27.4
billion to $69.8 billion. Source: Bureau of Economic Analysis, Trade in Services. As well, U.S.
investment has typically expanded following the entry-into-force of FTAs with other major trading partners,
supporting greater cconomic growth, better paying jobs and greater productivity here in the United States.

Imports from U.S. FTA partners have also increased significantly, expanding the variety and choice
of products available to U.S. consumers at competitive prices, lowering costs to U.S. manufacturers and
dampening inflationary pressures.

U.S.-Colombia Trade Promotion Agreement (TPA

ECAT strongly supports Congressional approval and implementation of the U.S.-Colombia TPA as
early as possible in 2011, so that American farmers, manufacturers and service providers can more
effectively access Colombia’s growing market.

The United States and Colombia negotiated over several years on the U.S.-Colombia TPA, an
important accord that will eliminate major barriers in Colombia’s market, promote important new economic
opportunities, foster improved ties and promote broader U.S. interests in Latin America.  The U.S.-
Colombia TPA was signed on November 22, 2006 and then amended on June 28, 2007 to incorporate the
provisions of the Administration-Congressional trade deal.

Colombia is the United States” 26"-largest trading partner, importing $9.5 billion in goods from the
United States in 2009, with significant imports of U.S. machinery, fuel, electronics and chemicals.
Colombia is currently America’s largest agricultural market in South America. U.S. imports from Colombia
totaled $11.3 billion in 2009, with major imports of fuel, precious stones and coffee.

While the United States has been the largest foreign supplier of goods to Colombia’s market, U.S.
exports to Colombia are now losing out to exports from Argentina and Brazil and will soon lose out to those
of other countries, including Canada and the European Union, that have negotiated their own trade
agreements with Colombia. For example, U.S. agricultural exports to Colombia declined throughout 2009 as
Argentine and Brazilian farmers gained duty-free access for their corn, wheat, soybeans and soybean oil and
substantially grew their exports at the expense of American farmers. The longer America delays in
approving and implementing this agreement, the more sales American farmers, manufacturers and service
providers will lose to other foreign suppliers in the Colombian market.

The United States and Colombia are neighbors and longstanding allies in a region that is vitally
important to the United States given its strategic proximity and both are concerned about increasing threats
to the rule of law within the region. Colombia has worked side-by-side with the United States to help fight
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illegal narcotics trade, while also working to tackle a violent insurgency that has been shown in recent years
to be actively supported in part by Venezuela and others. Colombia’s efforts to restore peace, reduce
violence, maintain strong human rights protections and provide a better future for its citizens have been
recognized and commended throughout the world. The U.S.-Colombia TPA will help expand that
relationship and bolster democracy and the rule of law in Colombia. It will help promote economic growth
and development within Colombia, which will make it easier for the government to maintain its progress on
restoring peace and reducing violence. By promoting closer relationships and strengthened cooperative
activities, as well as economic alternatives, the U.S.-Colombia TPA will also function as a key tool in the
United States’ and Colombia’s efforts to combat the movement of illegal narcotics through the region.

With regard to labor practices, it is important to note that Colombia has in its Constitution and its
faws a strong labor-rights regime. Colombia has ratified and implemented 60 ILO Conventions, including
all eight core ILO Jabor conventions (of which the United States has only ratified two). As summarized in
the 2009 T1LO Report of the Committee of Experts, the Colombian government is actively engaged with the
1LO and union representatives on a wide range of issues regarding each of these conventions, with detailed
discussions on the many measures that Colombia has taken to improve the enforcement of fundamental
labor rights, including protection of unionists against intimidation or violence and efforts to prosecute
perpetrators of violence or intimidation against unionists. Source: International Labour Conference, 98th
Session, 2009, Report of the Committee of Experts on the Application of Conventions and
Recommendations. Report Il (Part I14) ar 74-79 (1 Y Ed).

As documented by Back from the Brink: Evaluating Progress in Colombia, 1999-2007, Colombia’s
progress in improving the rule of law and restoring stability broadly since 1999 has been “impressive.”
Source: Back from the Brink: Evaluating Progress in Colombia, 1999-2007 by Peter DeShazo, Tanya
Primiani and Philip McLean (2007).

Areas of continuing improvement reviewed and identified by this study include:

= Extending legitimate state authority and the rule of law.
= Reducing levels of violence sharply.

= Improving the observance of human rights.

= Advancing the peace process.

= Checking the reach of drug trafficking.

= Enhancing governance.

* Growing the economy.

* Increasing social services.

While tackling these very broad and systemic issues, the Colombian government has also taken
concrete and substantial steps to improve its labor laws, protect trade unionists and prosecute perpetrators of
violence against unionists. Colombia is working actively and constructively with the leading international
body on labor issues, the International Labor Organization (ILO), and both domestic and international trade-
union groups on a wide range of issues. As a result of these efforts, there has been an unprecedented
decrease in violence overall in Colombia and violence against trade unionists in particular has also declined
substantially. As well, prosecutions against perpetrators of labor-union intimidation and violence have also
increased dramatically.

To promote continued improvement on labor issues, ECAT strongly recommends that the United
States, as a member of the [LO, work more intensively and cotlaboratively with the ILO to promote labor
rights and labor-rights enforcement in Colombia, rather than pursuing a unilateralist agenda. As well, ECAT
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urges the approval by the U.S. Congress and the entry-into-force of the U.S.-Colombia TPA to spur the
increased economic growth and opportunity in Colombia that are vital to continued progress by Colombia in
restoring peace and general stability, and more specifically, improving labor rights and the protection of
trade unionists.

Continuing to delay the TPA will also further undermine and possibly erode the strong U.S.-
Colombian relationship that has been forged through successive Administrations. Given the pressures in the
region for Colombia to move away from a democratic and peaceful model, the erosion of the U.S.-
Colombian relationship represents a severe risk every month that the United States fails to move forward on
this agreement.

Some who advocate delay seem to take Colombia’s progress over the past seven years for granted
and seem to believe that turther delay has no cost. As explained in Back firom the Brink, however,
Colombia’s accomplishments could in fact be “reversed if forward momentum is not sustained.” Given the
importance of economic growth and a positive relationship with the United States to Colombia’s progress
thus far, further delay of the TPA is just the type of loss of momentum that will undermine, rather than
foster, progress.

Over the past years, the Obama Administration has indicated that it wants to address these issues and
is consulting with Congress and interested stakeholders. ECAT urges that this work be completed quickly
so that the broad benefits of the U.S.-Colombia TPA can be realized as early as possible this year. Given
the competition that the United States already faces in Colombia as discussed above, U.S. action is nceded
quickly.

U.S.-Korea Free Trade Agreement (FTA)

The U.S.-Korea FTA offers U.S. manufacturers, farmers, and service providers important
opportunities in Korea’s large and vibrant marketplace. ECAT strongly supports Congressional approval
and implementation of the U.S.-Korea FTA as early as possible in 2011, so that U.S. enterprises remain
competitive in the region and have access to key markets in Korea’s economy.

The United States and South Korea negotiated over many years on the U.S.-Korea FTA, a landmark
agreement that will eliminate major barriers in Korea’s market, promote important new economic
opportunities and foster broader U.S. interests in the Asia-Pacific region. The U.S.-Korea FTA was signed
on June 30, 2007. In 2010, the United States and Korea reached further agreement in order to address key
issues for the United States.

Korea is the United States’ 7"-largest trading partner, importing $28.6 billion in goods and $12.6
billion in services from the United States in 2009. Yet, the United States is only the 4"-largest supplier of
imports into Korea’s market. The U.S.-Korea FTA will give the United States an advantage over other
foreign exporters only after Congress approves the agreement and it enters into force.

The U.S.-Korea FTA will provide a significant opportunity to open Korea’s market for U.S.
manufacturing and agricultural exports. Upon approval and entry-into-force, U.S. companies will have
strengthened opportunity to export manufactured products to Korea, including chemicals and
pharmaceuticals, electronics, machinery, medical devices, transportation equipment and autos and processed
foods. Additionally, the FTA will reduce Korea’s 40-percent tariff on beef, creating even stronger
opportunities for U.S. companies in Korea’s marketplace.
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When approved and enforced, this agreement will eliminate tariffs and non-tariff barriers for farm
and manufactured goods, as well as services and investment going into Korea, enabling the U.S. to expand
its commercial presence in South Korea’s large and growing marketplace. Further, the FTA will help
support and expand U.S. companies and workforce at home and abroad, while supporting U.S.
competitiveness in the international economy. Through passage and entry-into-force of the U.S.-Korea
FTA, the U.S. will position itself as a strong competitor throughout the vibrant Asia-Pacific region, helping
to create new economic opportunities for U.S. companies in the region.

U.S. Panama Trade Promotion Agreement (TPA)

ECAT strongly supports Congressional approval and implementation of the U.S.-Panama TPA as
early as possible in 2011, so that American farmers, manufacturers and service providers can more
effectively access Panama’s growing market.

The United States and Panama negotiated intensively on the U.S.-Panama TPA, an important accord
that will eliminate major barriers in Panama’s market, promote important new economic opportunities,
foster improved ties and promote broader U.S. interests in Latin America. The U.S.-Panama TPA was
signed on June 28, 2007. Panama’s legislature approved the final trade agreement on July 11, 2007 by an
overwhelming 58-to-3 margin.

Panama is the United States’ 56™-largest trading partner, importing $4.3 billion in goods from the
United States in 2009, with significant imports of U.S. fuel, machinery, aircraft and parts, vehicles, food,
and consumer products. The United States has long been the largest foreign supplier of goods to Panama’s
market,

The U.S.-Panama trade agreement is a comprehensive and high-standard agreement that will
eliminate taritfs on U.S. farm and manufactured goods exports, eliminate barriers to access by U.S. service
suppliers and set in place important rules from transparency to the protection of property and investment.
As a result, this agreement will expand economic opportunities for U.S. businesses in all sectors of the
economy and of all sizes. Panama has long enjoyed duty-free access to the United States; this agreement
will make tbat relationship reciprocal for U.S. farmers, manufacturers and service providers.

This agreement is particularly important for expanding the U.S.-Panamanian commercial
relationship as Panama has embarked on an over-$5-billion expansion of the Panama Canal. The Panama
Canal expansion will build a new lane of traffic, thereby doubling the Canal’s capacity and aliow the
passage of longer and wider ships. Implementation of the Panama agreement will lower the cost of U.S.
goods, require non-discriminatory treatment of U.S. services and guarantee non-discriminatory access to
government procurement opportunities that will make U.S. firms much more competitive for Canal
expansion work compared to other foreign competitors in Panama’s market. But if approval and
implementation of the agreement is delayed much longer, such potential advantage to the United States on
this major construction effort will be lost.

Key Trade Agreement Provisions

U.S. trade agreements with Colombia, Korea and Panama cach include important market-opening
provisions that expand access to key markets in each country, including agriculture and manufactured goods
and services. The agreements also set in place strong rules to advance and protect the interests of U.S.
enterprises abroad, in areas including intellectual property (IP) and investments. These provisions serve as a
strong foundation to facilitate commercially-meaningful opportunities for U.S. companies and workforce,
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and ECAT strongly supports the inclusion of these critical provisions in each agreement.

= Market Access. Each trade agreement reduces and/or eliminates tariffs in important sectors and sub-
sectors in Colombia, Korea and Panama, which will strongly promote U.S. exports of agricultural,
consumer and industrial goods. The agreements also liberalize services trade and investment in
these countries, a negative-list approach with few exceptions. As a result, these countries will
dismantle barriers to financial, broadcasting and audiovisual, express delivery, information
technology and other services to the benefit of the U.S. industries and workers. The agreements
further eliminate or reduce prohibitive non-tariff barriers in each country by eliminating technical
and other barriers to trade, while at the same time including provisions to facilitate the movement of
goods across borders.

= [nvestment: Each of the trade agreements expand opportunities for U.S. investors and incorporate
expropriation and other strong investment protections relating to non-discrimination, expropriation,
fair and equitable treatment, performance requirements, transfer of capital and fair and objective
investor-state and state-to-state enforcement mechanisms.

= Competition Policy: The trade agreements include strong competition policy chapters that will
promote greater transparency and due process in each of these countries.

= [ntellectual Property Rights: The trade agreements also contain strong protections for trademarks,
patents, copyrights and trade secrets, including stronger penalties. The Korea trade agreement
includes even strong provisions on anti-camcording, and patent-term restoration, patent linkage and
data exclusivity for pharmaceutical products.

= Government Procurement: The trade agreements provide non-discriminatory access to Colombian
and Panamian government procurement and expand access to Korean government procurement
beyond Korea’s existing commitments in the Government Procurement Agreement of the World
Trade Organization (WTO).

= Transparency: The trade agreements include strong transparency standards, in such areas as customs
and regulatory rulemaking, including with respect to pharmaceutical reimbursement, financial
services, telecommunications and technical regulations.

»  Customs Procedures and Rules of Origin: The trade agreements include strong commitments on
customs administration, including use of automation and electronic-clearance procedures and
streamlined customs procedures.

= Labor and Environment: Each of the Parties committed to adopt and maintain provisions in law
consistent with the core principles identified in the International Labor Organization (ILO)
Declaration, to honor obligations in a number of key multilateral environmental agreements (MEAs),
to enforce effectively their domestic labor and environmental laws, and to not derogate from the ILO
or MEA commitments in a manner affecting trade.

= Dispute Settlement: All trade agrecment obligations will be enforced through strong, transparent and
objective dispute settlement.

Other Key Trade and Investment Priorities for 2011

Completion of a Commercially Strong Trans-Pacific Partnership (TPP) Agreement

ECAT, working as secretariat to the U.S. Business Coalition for TPP, will continue to push for a
high-standard and comprehensive agreement to be reached by the November 2011 meeting of APEC
Leaders to take place m Hawaii. In particular, ECAT is seeking strong outcomes on a wide number of
issues, including supply chain and trade facilitation, regulatory coherence, investment, intellectual property,
government procurement, information technology, competition policy, transparency and other issues that are
important to promote American industries and sustain and grow American jobs.
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Further Market-Opening Measures and an Improved Commercial Relationship with China

ECAT secks continued effort to develop an improved U.S.-China economic relationship that
provides greater market access and investment opportunities in China, addresses multiplying non-tariff, anti-
competitive and other barriers, such as indigenous-innovation programs, and promotes China’s accession to
the GPA on strong, commercially viable terms.

Jumpstarting the Doha Development Agenda Negotiations to Obtain Market-Opening Outcomes for U.S.
Goods and Services

The successful conclusion of the WTO Doha Round talks remains ECAT’s priority, despite the
major challenges those negotiations face. ECAT continues to seek improved commitments by major
countries in the three pillars of the negotiations — agriculture, manufactured goods and services, including
with respect to trade in environmental goods and services. ECAT also secks advancement of efforts to
secure new rules to facilitate trade and to re-form trade rules, including antidumping and countervailing-
duty rules, in ways that will promote the competitiveness of U.S. companies.

Progress in Key Negotiations and Relations, Including with China, India, Vietnam and South and Central

America

ECAT continues to seek progress on a wide number of negotiations and country-specific and regional
issues, including the following:

= Bilateral Investment Treaty (BIT) Negotiations with China, India and Vietnam. ECAT supports the
restart of the currently paused BIT negotiations with China, India and Vietnam, which provide great
potential to address key barriers that impede U.S. competitiveness in these markets. ECAT secks
strong and commercially meaningful investment protections and market opening in these
negotiations, including binding investor-state dispute settlement.

= Strengthening Western Hemisphere Competitiveness. ECAT supports initiatives to enhance
competitiveness throughout the Western Hemisphere, including through improved trade facilitation
and supply-chain rules.

= Addressing Foreign Trade and Investment Barriers and Practices. ECAT supports greater focus on
trade and investment barriers and practices that disadvantage U.S. companies, including unfair,
overly burdensome and discriminatory standards, anti-competitive practices and trade-distorting
subsidies. ECAT will work to support ongoing bilateral, regional and other dialogues and
mechanisms that seek to address such barriers and practices.

Completion of Russia’s Accession to the WTO on Commercially Meaningful Terms

ECAT supports the conclusion of a high-standard and commercially meaningful accession package
with Russia that addresses significant areas of concern as part of its entry into the WTO. ECAT also
supports the extension of permanent normal trade relations to Russia upon its accession on strong
commercial terms so that U.S. industries and their workers can benefit from the market opening and
improved rules that Russia commits to as part of its accession.
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Keeping the U.S. Market Open

ECAT strongly opposes protectionist legislation and regulations, including expansions of Buy
American provisions, provisions that would impose new taxes and other burdens on imports or investment,
or other actions that violate U.S. WTO commitments or otherwise undermine U.S. competitiveness in the
heavily integrated international economy. ECAT will continue efforts to limit existing U.S. restrictions and
trade barriers, including with respect to trucks from Mexico and restrictions on sugar.

Development of Strong and Better-Enforced Rules on Intellectual Property Rights

ECAT strongly supports Congressional and Administration efforts to enhance intellectual-property
protections globally across all sectors. Intellectual property and its protection are key components of U.S.
competitiveness and success in the international economy.

Development of More Transparent and Open Government-Procurement Markets Worldwide

ECAT strongly supports, including as the secretariat to the International Government Procurement
Coalition, progress on key procurement issues, including:

= China’s accession to the WTO Government Procurement Agreement (GPA) and its adoption of
transparent and nondiscriminatory procurement regulations in software and other sectors, and

= The adoption of strong, nondiscriminatory and transparent government-procurement rules by key
countries through the expansion of membership and commitments in the WTO GPA, the TPP or
through bilateral agreements.

Adoption of Tax, Export Control, Customs, Temporary-Entry and Other Policies that Support the Global
Operations of American Companies

ECAT strongly supports efforts to promote trade, investment, tax, export control and temporary-
entry policies and legislation, where appropriate, that support the global operations and competitiveness of
U.S. companies. ECAT will remain a strong voice in opposition to additional proposed changes to the
international-tax rules that will disadvantage globally engaged companies.

Improvements in the Mechanics of Trade

ECAT supports Congressional and Administration eftorts to develop modern, efficient customs
practices that better facilitate international trade through trade legislation, such as the Customs
Reauthorization bill, and negotiations, such as the TPP negotiations.

Trade and Development

ECAT will continue to work to promote the renewal and development of strong and reinvigorated
trade preference programs and countries’ compliance with the core eligibility requirements and respect for
the rule of law.
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Conclusion

The U.S. trade agreements with Colombia, Korea and Panama are important accords that will
promote new market opportunities for U.S. producers, enterprises and workers across the wide spectrum of
the U.S. economy, while advancing U.S. interests and competitiveness more broadly in the international
economy. These agreements incorporate critical rules on investment, intellectual property, transparency,
competition policy and market access that will help ensure each agreement is commercially-meaningful and
advantageous to U.S. companies and workforce. Congressional approval and entry-into-force of each
agreement should be pursued immediatcly by the United States. Delaying approval will risk undermining
the progress already achieved, as well as the important relationships the United States maintains with each
country.

More broadly, there are a number of other important trade and investment issues that are critical to
promote economic growth and sustain and grow American industries and jobs. ECAT looks forward to
working with the Committee on all of these issucs.
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American Jewish Committee

American < Office of Government
" i and International Affairs
Jewnsh_ {1156 15th Street, NW
Committee | Washington, DC 20005
L 12027854200
L 2027854115
i www.ajc.org
February 8, 2011
The Hon. Dave Camp The Hon. Sander Levin
Chairman, Ranking Member,
House Ways and Means Committee House Ways and Means Committee
U.S. House of Representatives U.S. House of Representatives
Washington, DC 20515 Washington, DC 20515

Dear Mr. Chairman and Rep. Levin,

Thank you for the opportunity to submit a statement for the record of the hearing on trade policy
scheduled to take place before the House Ways and Means Committee tomorrow. | write on behalf of
American Jewish Committee (AJC), the nation’s global Jewish advocacy organization, to urge early
Congressional consideration and approval of the three trade agreements—with South Korea, Colombia
and Panama—signed by the United States in 2007.

AJC has consistently called on successive U.S. administrations to increase its cooperative efforts with
Latin America and Asia. We believe that the promotion of trade agreements and innovative policies
that advance economic development and integration around the world is crucial not only to addressing
unequal distribution of wealth, but also to creating thousands of new jobs at home. In addition to
opening channels of engagement and fostering political and strategic alliances, enhanced trade between
the U.S. and these countries is an important tool in promoting U.S. foreign policy priorities. The
special interests of specific companies or regions, which are invariably implicated in a trade
arrangement, must not be allowed to hurt our nation’s overall interests.

South Korea, Colombia and Panama have been reliable and loyal allies of the United States.
Congressional action on the pending agreements would represent a well-deserved gesture of
appreciation for their steadfast friendship. In addition, such approval would well serve our nation’s
strategic and economic interests, increasing U.S. exports by billions of dollars and creating many
thousands of U.S. jobs.

On behalf of AJC’s more than 175,000 members and supporters, we thank you for considering our

views on this important matter.

Respectfully,

Jlctud J

Richard T. Foltin
Director of National and Legislative Atfairs
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National District Export Council Inc.

“DISTRICT .
EXPORT
COUNCIL

February 8, 2011

Dave Camp, Chairman

House Ways and Means Committee
House of Representatives
Washington, D.C.

Dear Congressman Camp:

Exporting is a vital component of the American economy. Today, 95% of potential buyers and 75% of
the world’s commerce is outside the USA. We must level the playing field in order to help American
companies compete in the global marketplace.

Exporting means jobs for Americans. That's why the National District Export Council Inc. supports the
passage of Free Trade Agreements with Colombia, Panama and South Korea as a path to success for
the U.S. economy. The National District Export Council is part of a nationwide network of 80 District
Export Councils comprised of more than 1500 volunteers.

Passage of these free trade agreements will help stabilize our economy with increased exports and
high-paying jobs. Exporting at these levels will require export control modernization, increased
financing for exporters from the EX-IM Bank and the Small Business Administration, passage of Free
Trade Agreements, and a continuous effort to ensure the competitiveness of U.S. companies in
overseas markets.

One of the most important steps in helping the U.S. maintain its global competitiveness is passage of

the pending free frade agreements. The attached resolution, unanimously passed by the National
District Export Council, supports efforts to finalize these agreements.

Sincerely,

Gregory Sandler, Chairman
National District Export Gouncil Inc.

413-586-8588
grea@thinkglobal.us

National District Export Council, Inc.
www.districtexportcouncil.com
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CENSTRICT.
EXPORT. .. °
COUNCIL

A RESOLUTION BY THE
NATIONAL DISTRICT EXPORT COUNCIL

In support of the Free Trade Agreements with
South Korea, Panama and Colombia

WHEREAS, In 2007, the United States concluded trade agreements with
Colombia, Panama, and South Korea;

WHEREAS, Each of the three trade agreements would open new markets to
U.S. exports, and, in turn, benetit American businesses, farmers,
workers, and consumers;

WHEREAS, The independent U.S. International Trade Commission has
estimated that the three pending trade agreements, combined, would
increase U.S. exports by at least $13 billion;

WHEREAS, The benefits of trade agreements are also long lasting.
Since 2000, U.S. exports to the 13 countries with which the United
States has implemented trade agreements have grown almost twice as
fast as our worldwide exports.

WHEREAS, Colombia, Panama, and South Korea have all concluded trade
agreements with major trading partrers and export competitors of the
United States.

WHEREAS, So U.S. failure to implement our own trade agreements with
these countries could severely disadvantage U.S. exporters and
jeopardize U.S. job creation.

THEREFORE, BE IT RESOLVED that the National District Export Council
urges the members of the U.S. House and Senate to support this trade
legislation which will be coming before the Congress this year.

BE IT FURTHER RESOLVED That the Chair of the National District Export
Council forward a copy of this Resolution to members of the NDEC

Steering Committee and to each of the 60 DEC Chairs across the country

to assist in their trade education and National Export Initiative

programs with their Members of Congress, news media and the general
public.

Adopted by the National District Export Council Steering Committee
February 1, 2011

National District Export Council, Inc.
www.districtexportcouncil.com
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“DISTRICT,
- "EXPORT...
COUNCIL.

* *

Contact Information
Submitted on behalf of the National District Export Council, inc.

Gregory Sandler, Chairman
National District Export Council inc.
c/o 3 Olive Street

Northampton, MA 01060
413-586-8588
greg@thinkglobal.us

National District Export Council, Inc.
www.districtexportcouncii.com
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California Table Grape Commission-1

! 392 W, Fallbrook,
Suiwe 11

Fresno, California
93711-6150

CALIFORNIA grapesfromealifornia.com
TABLE GRAPE
COMMISSTON

February 23, 2011

House Ways and Means Committee
1102 Longworth House Office Building
Washington D.C. 20515

To Members of Congress:

California produces 99 percent of the table grapes grown commercially in the U.S. The table grape industry
is family owned and operated; most operations are small, all are located in rural areas of the San Joaquin
and Coachella valleys. Together, those small operations generate an industry value of $1.3 billion. The
California Table Grape Commission represents California’s table grape industry and is charged with
maintaining and expanding markets domestically and worldwide for table grapes.

The commission requests Congressional approval and implementation of the U.S.-Korea Free Trade
Agreement (FTA), as part of the U.S. trade agenda. Its implementation will benefit California table grape
growers and the rural communities in which they live and work, by helping to ensure economic viability.

South Korea currently imposes a 45 percent tariff on California fresh grapes (HS 0806.1); elimination of the
tariff will make California grapes much more competitive. South Korea is an important emerging market for
California grapes; the exports in the 2009-10 season were valued at $4.3 million.

In the FTA, South Korea agrees to eliminate its 45 percent tariff for grapes entering from May 1 to October
15, over a 17-year period. Tariffs on grapes entering between October 16 and April 30 will be immediately
reduced to 24 percent and eliminated over a five-year period. Two-thirds of California grapes enter the
South Korean market from October through December, which transtates to a significant opportunity for
California’s table grape industry.

California’s table grape industry faces competition from Chilean grapes in the early and late periods of the
California season. Chile’s competitiveness is enhanced by the existing South Korea-Chile FTA, where
Chile benefits from a reduced South Korean tariff during its season from November through Aprii {currently
12.4 percent). This tariff will continue to fall untii it is completely eliminated in 2014,

The European Union (EU) completed a trade agreement with South Korea which is scheduled for
implementation on July 1, 2011, that contains tariff reductions identical to the U.S-Korea FTA. |f the EU
implements its agreement and the U.S. does not, California’s table grape industry will lose market share to
European producers due to the tariff advantage.

Imptementation of the U.S.-Korea FTA, as a component of the U.S. trade agenda, will help to maintain
economic viability in California’s rural communities, and ensure that California farmers remain competitive
internationally. Thank you for your attention to these comments and the important issues represented.
Regards,

I / K

Pt/ e

Kathleen Nave
President
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California Table Grape Commission-2

392 W, Fallbrook,

Suite 161

Fresno, Californin
93TIE-6150

phone: 3594478350

fax: 5394479184
CALTFORNEA grapesfromealifornia.com
TABLI GRAPE

COMMISSION

February 23, 2011

House Ways and Means Committee
1101 Longworth House Office Building
Washington D.C. 20515

To Members of Congress:

California produces 99 percent of the table grapes grown commercially in the U.S. The
table grape industry is family owned and operated; most operations are small, all are
located in rural areas of the San Joaquin and Coachella valleys. Together, those small
operations generate an industry value of $1.3 billion. The California Table Grape
Commission represents California’s table grape industry and is charged with
maintaining and expanding markets domestically and worldwide for table grapes.

The commission requests Congressional approval and implementation of the U.S.-
Colombia Free Trade Agreement (FTA), which is an important part of the U.S. trade
agenda. By helping to ensure economic viability, its implementation will yield benefit to
California table grape growers and the rural communities in which they live and work.

California fresh table grapes entering Colombia currently face a 15 percent tariff. This
tariff will be eliminated upon implementation of the U.8.-Colombia FTA, making
California grapes more affordable for Colombian consumers and more competitive with
grapes from competing markets, including Chilean and Peruvian grapes which currently
enter Colombia duty-free.

In the 2009-10 season, California exported $5.2 million worth of table grapes to
Colombia; elimination of the 15 percent tariff provides the opportunity to significantly
expand California table grape exports to this market. The commission encourages
Congress to work with the Obama Administration to make passage and implementation
of the U.S.-Colombia FTA a priority within the U.S. trade agenda.

Please feel welcome to contact me with any questions you might have.
Regards,

Adip e

Kathleen Nave
President
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National Oilseed Processors Association

Statement for the Hearing on President Obama’s Trade Policy Agenda
by Thomas A. Hammer, President
National Oilseed Processors Association (NOPA)

Ways and Means Committee
U.S. House of Representatives
February 9, 2011

Mr. Chairman and distinguished Members of the Committee, thank you for holding this hearing
on President Obama’s trade policy agenda. The National Oilseed Processors Association
(NOPA) thanks you for the opportunity to submit our comments on the President’s trade policy
agenda on current trade issues such as the pending trade agreements with Colombia, Panama,
and South Korea and prospects for the WTO Doha Development Agenda.

NOPA is a national trade association comprised of 14 members engaged in the production of
food, feed, and renewable tuels from oilseeds, including soybeans. NOPA’s member companies
process more than 1.7 billion bushels of ocilseeds annually at 63 plants located in 20 states
throughout the country, inctuding 57 plants that process soybeans. Each one of these operates as
a small business generating services and opportunities for farmers and ranchers in the rural
communities they serve.

NOPA has long been a leader in supporting commercially meaningful market access and global
trade liberalization. NOPA supports the WTO Doha Development Agenda (DDA) as a means to
reform agricultural and food trade policy, promote global food security through furthering open
trade, gain substantial improvements in market access, phase out all forms of export subsidies,
and increase trade liberalization in the agriculture and food sector.

To this end, we vigorously support the elimination of Differential Export Taxes (DETs). DETs
distort global trade in oilseeds and oilseed products, and more recently biodiesel. Under the
system of differential export taxes as imposed by Argentina, soybean exports are taxed at a rate
higher than the rates on soybean meal, soybean oil and soy biodiesel. The lower tax burden on
meal, oil and biodiesel creates a strong economic incentive for processing soybeans in Argentina
and exporting the value-added products rather than the raw product. As a result, DETs have
effectively distorted the competitive balance among the world's major soybean processors. If the
DDA is successful in disciplining and/or eliminating all other forms of export competition, such
as export subsidies and export credits, we fear that DETs might well become the favored
instrument to be used by commodity exporters in other countries for an increasing number of
agricultural and industrial products. NOPA believes it is imperative that language be incuded in
the final DDA Agreement to eliminate the differential element of export taxes.

American agribusiness is at risk of being left behind as a result of the long delay in the passage
of these pending agreements. Many of our major trading partners, especially in Asia, have turned
to bilateral economic agreements to promote trade at the expense of U.S. exports. South Korea is
not waiting for the United States, but is negotiating FTAs with other major economies, including
the EU and India, to the disadvantage of U.S. business. It is only a matter of time before South
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Korea joins with other nations, such as China, Australia and New Zealand, in negotiating
additional bilateral agreements.

These trade agreements are important to the overall economic health of farmers, ranchers,
agricultural processors, and the entire value chain. Qur industries play a vital role in the
prosperity of rural communities. Agriculture is responsible for one out of every 12 jobs in
America and is responsible for creating employment opportunities for people in urban, suburban,
and rural communities across the country. The Department of Agriculture estimates that every
billion dollars in agricuttural exports supports 9,000 jobs. A decline in our exports means a
decline in work for the entire supply chain. We must do whatever we can to assure that we are
creating opportunities and jobs.

In President Obama’s State of the Union Address on January 27, 2010, he announced the
National Exportt Initiative (NEI), with a goal of doubling exports over the next five years. The
President once again mentioned in his State of the Union Address on January 25, 2011, the goal
of doubling our exports by 2014. The negotiation and implementation of FTAs and other trade
expanding arrangements will lead to increased opportunities for oilseed processors, farmers,
ranchers, and agribusiness. The three pending FTAs represent immediate growth opportunities in
both revenue and jobs and support the NEI goal of doubling exports by 2014,

However, trade expansion between the United States, South Korea, Colombia and Panama are at
risk because our competitors are moving quickly to gain market access. They are moving
forward with their own FTAs. This is not a trivial concern. There are 13 such agreements in
place or in the works involving some 50 nations around the world. They include some major
agricultural producing and exporting countries: Chile, Australia, New Zealand, Canada, the 27-
nation European Union, Mexico, Mercosur {Argentina, Brazil, Paraguay and Uruguay), Peru and
the ASEAN bloc. In fact, South Korea’s FTA with the European Union is set to enter into force
on July 1, 2011. This, coupled with the failure to implement the KORUS FTA, will put U.S. food
and agriculture products at a severe disadvantage with respect to competition from the European
Union in the Korean market.

According to an analysis by the American Farm Bureau Federation, the KORUS FTA would
result in $1.8 billion in additional sales to Korea, a 46 percent increase over existing sales. These
new exports would create thousands of new jobs across the agricultural sector, in rural
communities and throughout the economy. For three years, these important benefits have been
forfeited while the implementing fegislation has been on hold.

We can lose jobs as our market share declines, we can relinquish our export sales to countries
that have implemented their own FTAs, or we can create new jobs by expanding exports to
South Korea, Colombia, and Panama.

NOPA strongly believes that the Administration should continue to negotiate multilateral trade
agreements, such as the DDA, and regional trade agreements, such as the Trans-Pacific
Partnership (TPP) Agreement. First and foremost, however, the Administration should send
implementing legislation to the Congress on the three pending FTA agreements as soon as
possible. NOPA encourages Congress to proceed expeditiously to ratify the pending agreements
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with South Korea, Panama, and Colombia. Below is a detailed description of each agreement and
the benefits to the U.S. soybean industry and our animal and livestock customers.

U.S. — Korea Free Trade Agreement (KORUS)

The United States is already Korea’s top supplier of a broad variety of agricultural exports at
$4.37 billion in 2009, including fish and forest products, making Korea the fifth largest export
market for U.S. farm products. The new agreement is expected to expand those sales even
further. The U.S. is the No. I supplier to Korea of many farm products, including almonds, beef,
fresh cherries, hides and skins, poultry, soybeans, corn, and wheat. With the agreement, the
average agricultural tariff for U.S. goods will fall from the current 52 percent to 4 percent in 15
years. The tariff reductions will help the U.S. compete against China and Australia, which have
increased their presence in Korea’s $12 billion agriculture market. The tariff reductions will help
the U.S. compete against Korea’s other major agriculture suppliers and help keep the United
States on a level playing field with Korea’s current free trade partners, such as Chile, and any
future trade partners.

Product 2005 2006 2007 2008 2009

Soybeans $199.4 M I3 M $158.4 M $5186.7M $276.0 M
Soybeans Oil $ 68M $277M $ 46.4M $ 66.8M $ 559M
Soybean Meal $ 44M $172M $ 380M $ 820M $116.0M

$211.1M  $158.0M $242.8 M $335.5M $447.9M

Soybeans and Products: The greatest potential benefit for the soybean sector is likely to come
from improved access to Korea’s 300,000-ton market for food quality soybeans. Korea has
agreed to immediately eliminate its 5-percent tariff on food-use soybeans. In addition, Korea will
also establish a Tarift Rate Quota (TRQ) for identity-preserved soybeans for food use (the
production of soybean curd). This quota will operate outside the current state trading entity,
which has charged a reported $250 per ton markup on soybean imports supplied to soybean curd
processors. The TRQ will be operated by an association of food-grade soybean processors.
Korean tariffs on soybeans for crushing will decline from the current 1 percent autonomous tariff
to zero upon implementation of the KORUS FTA.

Soybean Oil and Meal: Korean tariffs on imports of crude soybean oil {the majority of Korea’s
soybean oil imports) will decline from the current 5.4 percent WTO tariff in 10 equal annual
reductions. Refined oil tarift rates will decline from the current 5.4 percent in five equal annual
reductions. Korea’s 3 percent tariff on soybean flour and meal will immediately go to zero. U.S.
livestock and poultry producers customers consume over 29.49 million tons of soybean meal.

Pork: Korea’s tariffs on imports of more than 90 percent of U.S. pork products will become duty-
free on January 1, 2014. This includes all frozen pork products and processed pork products.
Fresh and chilled products will be phased out in 10 years and subject to a 10-year safeguard that
is higher than historical trade and grows six percent annually. Date-certain duty-free access
allows for U.S. exports to compete on a level playing field with other Korean free trading
partners. In addition to ambitious market access gains, the Republic of Korea has agreed to
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accept all pork and pork products from USDA-approved facilities. This provision ensures that
trade will be possible without onerous technical or sanitary barriers.

The KORUS FTA will add hundreds of millions of dollars to the U.S. pork industry in additional
pork exports. Exports positively impact the price of live hogs, and therefore the agreement will
benefit all U.S. pork producers. In 2009, exports to South Korea were 133,530 metric tons valued
at $215 million. The United States is the largest foreign supplier of pork to South Korea. Major
competitors include the EU, Canada, Chile and Australia. The U.S.-Korea FTA will give U.S.
pork preferences in this lucrative market over other foreign competitors.

Poultry Meat and Egg Products: Korean tariffs on imports of chicken cuts, including the
dominant U.S. frozen leg import category, will decline from the current 20 percent to zero in 10
equal annual reductions with the exception of frozen breast and wings, which will decline in 12
equal reductions. Korean tarifts on frozen turkey cuts will decline from the current 18 percent in
seven equal annual reductions. Korean tariffs on egg products (egg volks are the key import
item) will decline from the current 27 percent in 12 equal annual reductions.

Korea’s most significant poultry meat imports are frozen cuts, such as legs and wings, followed
by frozen turkey cuts, such as legs and wings. The U.S. is the leading supplier, with an average
market share of 53 percent, followed by Brazil and the European Union.

U.S.-Colombia Trade Promotion Agreement (CTPA)
The CTPA achieves two key trade objectives for the United States: it makes agricultural trade a

two-way street, and it levels the playing field with respect to third-country competitors in the
Colombian market.

Product 2005 2006 2007 2008 2009

Soybean Meal $ 569M $ 76.7M $73.8M $1206 M $392M
Soybean Oil $ 21M $ 22M $ 68M $§ 71.0M $ 13M
Soybeans $417M $ 654M $ 91.0M $ 96.0M 31004 M

$100.7M $1443 M $171.6 M $287.6 M $140.9M

Upon implementation of the CTPA, U.S. exporters will receive immediate duty-free treatment on
products accounting for more than half the value of current trade. Currently, no U.S. agricultural
expotts enjoy duty-free access to Colombia. In contrast, over 99.9 percent of Colombia’s current
exports already receive duty-free treatment into the U.S. market under the Andean Trade
Promotion and Drug Eradication Act (ATPDEA), legislation passed by Congress in 2002. Most
Colombian applied tariffs range from 5 to 20 percent for agricultural products and, in many
cases, these taritfs now restrict U.S. exports.

Sanitary & Phytosanitary (SPS) Measures: Colombia also agreed to recognize the U.S. meat and
poultry inspection system as equivalent to its own system. The U.S. and Colombia agreed to
establish an SPS Committee to expedite resolution of technical issues.
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Soybeans and Soybean Products: Colombia’s WTO tariff bindings on soybeans and soybean
products range from 75 to 150 percent. Colombia’s applied tariff rates range from 5 to 20 percent
on some products, while other products are subject to Colombia’s price band system with tariffs
ranging up to the WTO bound level, depending on world prices. Colombia will immediately
climinate tariffs on soybeans and soy meal and flour. Colombia will provide immediate duty-free
access for crude soybean oil through a 31,200-ton TRQ with four percent annual growth.
Colombia will phase out the out-of-quota tariff of 24 percent for crude soybean oil over 20 years.
Colombia will phase out its 24 percent tariff for refined soybean oil over 5 years.

Pork: The CTPA negotiated between the U.S. and Colombia, once fully implemented, will
significantly benefit U.S. pork producers. Under the terms of the CTPA, the tariffs on some pork
and pork products will be eliminated immediately, while the tariffs on others will be phased out
over a S-year period.

Live hog prices are positively impacted by the introduction of new export markets. According to
TIowa State University economist Dermot Hayes, the Colombia agreement, when fully
implemented, will cause live U.S. hog prices to be $1.15 higher than would otherwise have been
the case.

Poultry: In 2009, the United States exported $20.8 million of poultry and poultry products to
Colombia. Colombia’s WTO tariff bindings on poultry range from 70 to 209 percent.
Colombia’s applied tariff rates range from 5 to 20 percent on some products, while other
products are subject to Colombia’s price bands with tariffs ranging from zero percent up to the
WTO bound rate, depending on world prices. The United States secures a 27,040-ton TRQ at
zero duty with four percent annual growth for chicken leg-quarters. Colombia will phase out the
out-of-quota tariff of 164.4 percent for fresh, chilled and frozen chicken leg-quarters and of 70
percent for processed chicken leg-quarters over 18 years with a grace period during the first six
years. Colombia will have access to a safeguard on chicken leg-quarters in the event of an annual
import surge during the 18-year tariff phase-out period.

Colombia will also establish a zero-duty, 412-ton TRQ with 3 percent annual growth for “spent
fowl,” typically post-production layers. The 45 percent above-quota tariff on spent fowl will be
phased out over 18 years. Colombia will have access to a safeguard on spent fowl in the event of
an annual import surge during the 18-year implementation period.

U.S.-Panama Trade Promotion Authority Agreement

The U.S.-Panama Trade Promotion Agreement provides for a growing market for U.S.
agricultural products. U.S. agricultural products exported in 2009 were $378 million, compared
to $207 million in 2005.

Over 88 percent of U.S. exports of consumer goods and industrial products to Panama will be
duty-free immediately upon entry into force of the agreement, and an additional four percent will
be duty-free within five years. All remaining tariffs will be eliminated within ten years.
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Product 2005 2006 2007 2008 2009

Soyhean Meal $28.6 M $27.5M $42.5M $59.0M $51.8 M
Soybeans Oil $26M $12M $26M $89M $26M
Soybeans 0 $ ILIM $18M $ 1.IM $15M

$312M $29.7M $46.9 M $69.0 M $559M

Qilseeds and Vegetable Qil: Panama’s tariffs on oilseeds and vegetable oils range from zero to
30 percent. All fat and oil tariff lines will be eliminated within 15 years or less.

e Qilseeds. Panama will lock in duty-free treatment for U.S. exports of both soybeans and
soybean meal immediately.

e Soybean Qil. The tariff on crude soybean oil will be eliminated immediately. The tariff
on refined soybean oil will be phased out within 15 years, with an initial grace period and
a safeguard.

e Corn Oil. The tariff on crude corn oil will be eliminated immediately. Panama will
establish a duty-free preferential TRQ for refined corn oil. The initial duty-free TRQ will
be 368 tons with a 5-percent compound growth rate. The over-quote tariff on retined corn
oil will be phased out within 10 years, with an initial grace period and a safeguard.

Pork: U.S. pork exports to Panama are currently restricted by a very limited quota and out-of-
quota duties as high as 80 percent. However, the Panama Trade Promotion Agreement, if
implemented, will provide immediate duty-free treatment on pork variety meats and expanded
market access for U.S. pork through tariff rate quotas. U.S. pork competes in Panama with pork
from Canada and the EU. The Panama Agreement, if implemented, will give U.S. pork products
a competitive edge in the market.

Poultry: Panama’s tariffs on poultry range from 5 to 260 percent. Tariffs will be eliminated
immediately on frozen whole turkeys, most frozen turkey cuts, and mechanically de-boned
chicken. Tariffs will be eliminated within five years on chicken wings and other turkey meat, as
well as processed chicken and turkey. The agreement establishes a preferential duty-free TRQ
for chicken leg quarters that starts at 660 tons and grows each year by a 10-percent compound
rate. The over-quota tariff will be eliminated in 18 years with no tariff reductions for the first 10
years. All  other poultry tariffs will be eliminated within 15 years or less.
Under the CBI, U.S. tariffs on poultry imports from Panama currently are zero. The U.S.-Panama
TPA continues this zero-duty treatment.

Agricultural Market Access: More than half of current U.S. farm exports to Panama will receive
immediate duty-free treatment, including high quality beef, mechanically de-boned chicken,
frozen whole turkeys and turkey breast, port variety meats, whey, soybeans and soybean meal,
crude vegetable oils, cotton, wheat, barley, most fresh fruits, almonds, walnuts, many processed
food products, distilled spirits, wine, and pet food.

U.S. farm products that will benefit from expanded market access opportunities through tariff-
rate quotas include the following: pork, chicken leg quarters, dairy products, corn, rice, refined
com oil, dried beans, frozen French fries, and tomato products. Taritfs on most remaining U.S.
farm products will be phased out within 15 years.
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Agricultural Regulatory Issues: Panama will recognize the equivalence of U.S. food safety
inspection system for meat and poultry, and the U.S. regulatory system for processed food
products. The agreement streamlines import documentation requirement for U.S. processed
foods and ensures Panama’s continued recognition of the U.S beef grading system and cuts
nomenclature.

As demonstrated from the above data, the three pending free trade agreements provide
significant opportunity for U.S. agriculture. We urge Congress and the Administration to proceed
to expeditiously ratify the pending FTAs with South Korea, Panama and Colombia.

Thank you for allowing NOPA to share its views on the pending free trade agreements and the
ongoing Doha multilateral trade negotiations. We look forward to working with you and the
Committee in address the challenges and opportunities in facilitating growth and jobs in U.S.
agricultural trade and creating economic growth in rural communities across the country.

#H##
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National Potato Council

NATIONAL POTATO COUNCIL

1300 L Street, NW, Suite 810
Washington, DC 20005
202.682.9456 - 202.682.0333 fax
www.nationalpotatocouncil.org
spudinfo@nationalpotatocouncil.arg

February 23, 2011

The Honorable Dave Camp

Chairman

House Ways and Means Committee
1101 Longworth House Office Building
Washington, D.C. 20515

Dear Chairman Camp:

On behalf of the US potato industry, | am writing to provide comments for the “Hearing on
President Obama’s Trade Policy Agenda.” The National Potato Council represents the interests
of the nation’s potato producers and is a strong supporter of multilateral, bilateral, and regionai
trade negotiations that seek liberalized and fair access for US fresh and processed potato
exports.

Free Trade Agreements: Exports are critical for the US potato industry. From July 2009-June
2010, the US potato industry exported $1.2 billion worth of potato products to our trading
partners. Frozen potatoes, including fries, were the largest export category, but all categories of
potatoes, including fresh, and dehydrated potatoes were exported.

During the 2000’s, the National Potato Council worked closely with US negotiators to obtain
significant tariff reductions in each of the three pending free trade agreements with Korea,
Panama, and Colombia. A brief summary of the benefits US potatoes will receive from each
agreement is included below.

Korea FTA: Korea is the third fargest fry export market with $42 million in annual sales.
(Total potato exports are $56 million). The US has an 81% frozen fry market share. in
the Korea FTA, Korea agreed to immediately eliminate the 18% fry tariff once
implemented. Korea also agreed to establish duty-free quotas for other US potato
products, opening these markets for the first time for US farmers. Similar concessions
were provided to Europe in the Korea-Europe FTA, which will be implemented later in
2011. Passage of the Korea FTA is required to expand the Korean market and maintain
market share against competitors.

Panama FTA: Panama is a $5 million market for US potatoes. In the FTA, Panama
agreed to establish a duty-free quota on US fries that will be eliminated in five years.
Panama has many quick service restaurants and continues to grow as a market for US
potato exports. Canada has already signed a FTA with Panama, which will be
implemented soon. This will hurt US market share should the US-Panama FTA not also
be implemented quickiy.

Colombia FTA: Although currently a $2 million market for US potatoes, the Colombia
market is growing. 1t will expand further with the implementation the US-Colombia FTA.
In the agreement, Colombia conceded to immediately eliminate ALL major potato tariffs
on US product. Such a reduction will make it easier to export to Colombia and compete
with Canada, which has completed its FTA with Colombia. Currently, US potato products
face a 20% tariff in Colombia.
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Passage of each of these agreements, will lead to additional US potato exports, which will lead to
additional rural American jobs. | would be pleased to expand on the concessions achieved and
benefits from of any of these agreements.

Trade Dispute Management: Obstacles to the Mexican market continue to be a serious issue.
Mexico is the third-targest market for US potatoes behind Japan and Canada. For the US potato
industry to flourish, it is imperative that these obstacles must be overcome.

Mexico Trucking Dispute: Since March 2009, US potato growers have seen revenues
from exports to Mexico decline by nearly $68 million. The reason was first a 20 percent
retaliatory tariff from March 2009 — August 2010 and then a 5 percent tariff from August
2010 to the present. The World Trade Organization (WTO)-sanctioned tariffs were
imposed as a result of the unwillingness of the US to live up to its obligations as cutlined
in the North American Free Trade Agreement (NAFTA). The US Department of
Transportation (DOT) released a “concept document” on January 8, 2011, that can serve
as a starting point for discussions to resolve the issue with the Mexican government. It is
important that efforts continue toward a resolution while there is momentum to do so.
The alternative would mean continued tariffs that total $2.6 billion in value across the
entire US economy, hindering the ability for US producers to compete with their global
competitors.

Fresh Potato Access: Presently, US potato exports are allowed only within a 26-
kilometer deep area along the US-Mexico border. This is despite a 2003 signed market
access agreement that called for increased access to the five northern Mexican states
the next year and for consideration of full access in the following year. WTO
commitments require countries to apply uniform rules to both imports and domestically
produced agricultural products. The US potato industry believes that Mexico is in direct
violation of this “national treatment” standard. On February 11, 2011, USDA indicated
that the US and Mexico have agreed to pursue resolution of the issue through mediation.
USDA further expressed interest in beginning the mediation process as soon as possible.
Upon resolution of this ongoing dispute, it is expected that US fresh potato exports to
Mexico will be $150 million, a significant increase over the current $30 million level.

The US potato industry looks forward to working with trade officials both in the US and elsewhere
to expand trade opportunities for US potatoes through free trade agreements and expanding
access to existing markets.

Sincerely,
John Keeling

CEO and Executive Vice President
National Potato Council
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California Chamber of Commerce-1

California Chamber of Commerce
Council for International Trade

International Trade Priorities

The CalChamber Council for International Trade expands California’s voice on trade. The Council
boosts the ability of California businesses and organizations to advocate sound international business
policies. The Council is focused on sound policy and works with state and federal administrations and
lawmakers to influence international business policies that support California’s global success, job
creation and sustainability. Leadership on these issues is more important than ever. With free trade
agreements pending before Congress, we are at a historic time to take action. California business and
trade leadership on domestic and global issues remains a key in fostering California competitiveness.

Overall, recognizing the current U.S. and California trade deficits, the California Chamber:

* Supports achieving and maintaining a stable and competitive relationship between the U.S.
dollar and the currencies of our major trading partners.

« Supports actions designed to eliminate barriers that impede U.S. and California commerce
domestically and abroad by aggressively negotiating fair and equitable market access for
California agriculture, manufactured products and services.

» Promotes the education of California's citizens, legisiators and businesses about the benefit of
trade to the state’s economy.

1. Trade Agreements

The CalChamber urges Congress to approve the U.S. — Korea Free Trade Agreement, U.S. — Colombia
Free Trade Agreement, and the U.S. — Panama Free Trade Agreement. It is critical to consumers,
workers, businesses, farmers, and ranchers in our state that these job creating trade agreements are
approved at a time when they are needed more than ever.

U.S. — Korea Free Trade Agreement

The trade agreement with Korea will be positive both for the California and U.S. economies. Korea is a
$1 trillion economy and is the eighth-largest U.S. export market in the world (and our sixth-largest
market for farm exports). In 2009, two-way trade between the two countries totaled over $67 billion and
US goods exports to Korea were $34.8 billion. By giving U.S. exporters a leg up in one of the world’s
largest economies, the agreement with Korea will enhance the ability of U.S. companies to compete in
the dynamic Asian economy. Korea is California's 5th largest exporting partner. In 2009, California
exported $5.9 billion to Korea.
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The US-Korea FTA will greatly expand market access in Korea for US farmers, manufacturers,
service providers, and financial services firms. Under the FTA, more than half of current US
agricuttural exports to Korea—with a value of $1.6 billion—will become duty-free immediately. Aimost
95 percent of all bilateral trade in consumer and industrial products will become duty-free within three
years under the agreement, and virtually all remaining tariffs on consumer and industrial goods will be
eliminated in ten years. Moreover, this agreement will eliminate significant non-tariff market access
barriers in Korea to US goods, services, and investment. Consumers in both countries stand to gain
from the broad benefits of this agreement.

US interests are protected under this agreement through robust provisions on transparency,
intellectual property rights, competition, investment, and other rules, particularly in the area of
services. The agreement also has important implications beyond bilateral trade and investment. By
giving US exporters and investors a preferential position, an FTA with Korea will enhance US
businesses’ ability to compete in the dynamic Northeast Asia regional economy. From a strategic
vantage point, the FTA will reinforce the critical partnership and alliance between our two countries.

The U.S. Commerce Department estimates that the implementation of the FTA will create 70,000 new
jobs in the United States. On the other hand, failure to implement the FTA wilt lead fo a loss of
market share to competitors such as the EU and Canada, and a loss of over 345,000 U.S. jobs. The
U.S. International Trade Commission estimates that the FTA will increase U.S. exports to Korea by
$11 billion and reduce the U.S. deficit by $4 billion. 2010 marked the 60" anniversary of the start of
the Korean War, and of the special relationship between the United States and the Republic of Korea.

For California, the FTA would be a big win too. According to the International Trade Administration in
the US Department of Commerce, computer and electronic products accounted for $1.5 billion of
California’s merchandise exports to Korea in 2009. With immediate removal of many of these related
tariffs, exports will become more competitive and affordable to Koreans. California's exports of
machinery also will benefit from US Korea FTA reductions as machinery manufactures accounted for
$945 million of the state’s merchandise exports to Korea in 2009. Transportation equipment
accounted for $468 million of the state’s export sales to Korea in 2009 and most of these duties also
would be eliminated immediately. In addition, tariffs and other barriers would be eliminated on most
agricultural products produced in California. From pharmaceuticals to pistachios — the US-Korea FTA
is a win for California.

The Republic of Korea is a longstanding and close US ally, and strong partner in advancing regional
and global security. The US-Korea FTA will reinforce this critical economic and political partnership by
deepening the links between our countries as we work together to protect peace and prosperity in
Northeast Asia.

U.S. — Colombia Free Trade Agreement

Colombia is a dynamic economy with a pro-U.S. government, and with whom U.S. trade has nearly
doubled over the past four years, Over 9,000 U.S. companies export their products to Colombia and
more than 85 percent of these are small and medium-sized companies. U.S. farmers and ranchers
sell agricultural products to these markets, and U.S. manufacturers are enjoying double-digit sales
growth that will only grow when the tariffs are removed.

A U.S.-Colombia Free Trade Agreement will increase momentum toward lowering trade barriers and
set a positive example for other small economies in the Western Hemisphere. In 2009, California
exported over $328 million to Colombia, making it our state's 35th largest export market. America’s
two-way trade with Colombia reached $20.7 billion in 2009, making Colombia our fifth largest trading
partner in Latin America. Trade and investment in Colombia already sustains thousands of U.S. jobs
and the Free Trade Agreement will only open up more opportunities.
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Per the U.S. Department of Commerce, International Trade Administration, the U.S.-Colombia Free
Trade Agreement offers tremendous opportunities for California's exporters. When the Agreement
enters into force, 80 percent of U.S. consumer and industrial exports to Colombia, including nearly all
information technology products; mining, agriculture, and construction equipment; medical and
scientific equipment; auto parts; paper products; and chemicals, will be duty-free immediately. The
remaining tariffs phase out over 10 years.

U.S. — Panama Free Trade Agreement

Panama has the highest GDP per capita in Central America. Its economy is based largely on the
services sector, which accounts for nearly 80 percent of the GDP. Services include the Panama
Canal, banking, insurance, container ports, and medical and health. Panama has been hailed for the
strong growth in its economy and its commitment to fighting corruption, combating narco-trafficking
and promoting democracy. In 2009, the United States had a trade surplus with Panama, with exports
totaling $4.4 billion and imports slightly under $305 million. California exports to Panama totaled $228
million, making it our 43" largest export market.

Per the U.S. Department of Commerce, International Trade Administration, the U.S.-Panama FTA
offers tremendous opportunities for California's exporters. Panama's strategic location as a major
shipping route and the massive project underway to expand the capacity of the Panama Canal
enhance the importance of the U.S.-Panama FTA for California's exporters.

The U.S.-Panama FTA will ensure that California's firms can participate on a competitive basis in the
$5.25 billion Panama Canal expansion project that will offer many opportunities for U.S. providers of
goods and services. Ultimately, the Canal expansion will benefit California's exporters by increasing
the Canal's capacity, which will reduce the costs of transporting goods while keeping up with the
demands of a growing global economy.

When the Agreement enters into force, 88 percent of U.S. consumer and industrial exports to
Panama, including nearly all information technology products; aircraft and related equipment;
agriculture and construction equipment; medical and scientific equipment; environmental products;
pharmaceuticals; fertilizers; and agro-chemicais will become duty-free immediately. The remaining
tariffs phase out over 10 years. U.S. farmers and ranchers will also become much more competitive,
benefiting from immediate duty-free treatment of more than 60 percent of current U.S. agriculture
exports. Key U.S. agriculture exports such as high-quality beef, other meat and poultry products,
soybeans, most fresh fruit and tree nuts, distilled spirits and wines, and many processed food
products, will be duty-free upon entry into force of the Agreement. Tariffs on most remaining U.S.
farm products will be phased out within 15 years.

Trade Promotion Authority

For the future, the CalChamber will support the extension of trade promotion authority so that the
President of the United States may negotiate new multilateral, sectoral and regional trade
agreements ensuring that the United States may continue to gain access to world markets, resulting
in an improved economy and additional employment of Americans.
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2. Trade Practices

With the ongoing global recession, jobs and exports will be the key to our economic recovery. The US
Department of Commerce, specifically the Commercial Service, is an indispensable resource for
California as it strives to increase its exports, invigorate its economy, and create meaningful jobs. We
have a good working relationship with the California DOC offices and have a long-standing MOU.
Almost every industrialized country has much higher per capita expenditures on export expansion
than the US. Many provide subsidies to their beginning or small and medium- sized exporters.

The CalChamber is hopeful that appropriate funding will be available to make the US Commercial
Service and export assistance a core part of the economic recovery package. Export assistance is an
essential tool in economic recovery. Helping US firms find foreign buyers for products and services
and finalize those sales delivers direct stimulus to retain or expand employment.

Protectionism

With a global recession, California stands to lose more than most states with a move toward
protectionism. The CalChamber opposes unnecessary and trade-restrictive “Buy American”
expansions. We oppose protectionism that results in higher prices to the consumer for the specific
product protected and in limited choices of products for consumers. Protectionism causes a net loss
of jobs in related industries, retaliation by our trading partners, and viclates provisions of the World
Trade Organization, as well as, our Free Trade Agreements.

California maintains its perennial position as a top exporting state and we lead the nation in export-
related jobs. California exports amount to nearly $120 billion annuaily. A move to protectionism only
invites retaliation from our trade partners which would negatively affect trade-related jobs in our state.
Increased protectionism has not helped our economy in the past and it won't in today’s increasingly
global economy.

3. The Trans-Pacific Partnership

As you know, the Trans-Pacific Strategic Economic Partnership Agreement was signed by New
Zealand, Chile, Singapore and Brunei in the summer of 2005. In September of 2005, negotiations for
the United States to join the Trans-Pacific Agreement were launched. Australia, Peru and Vietnam
also indicated interest in participating in negotiations from the first round.

The Asia-Pacific region is a key driver of global economic growth, representing nearly 60 percent of
global GDP and roughly 50 percent of international frade. U.S. trade with Asian countries totals nearly
$1 trillion annually.

The Trans-Pacific Partnership is reinforcing the Asia-Pacific Economic Cooperation (APEC) goal of
promoting regional economic integration and could serve as a potential way to build towards the Free
Trade Area of the Asia Pacific. The CalChamber encourages continued participation in these
negotiations eventually leading to the US accession to the TPP.

America's standing as world leader depends directly upon our competitive success in the global
economy. For the past half century, the United States has led the world in breaking down barriers to
trade and in creating a fairer and freer international trading system based on market economics and
the rule of law. Increased market access achieved through trade agreements has played a major role
in our nation's success as the world's leading exporter.
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These Trade Agreements will ensure that the United States may continue to gain access to world
markets, which will resuit in an improved economy and additionat employment of Americans. We urge
your support of these trade agreements that will continue to keep American and Californian
businesses competitive.

4. World Trade Organization

The WTO is having a tremendous impact on how California producers of goods and services
compete in overseas markets, as well as domestically, and is creating jobs and economic growth
through expanded international trade and investment. It gives businesses improved access to foreign
markets and better rules to ensure that competition with foreign businesses is conducted fairly. The
California Chamber of Commerce is supportive of a successful Doha Round in the near future.

5. Trade Disputes

The California Chamber of Commerce urges a quick resolution to the North American Free Trade
Agreement (NAFTA) Cross-Border Trucking Dispute with Mexico. We are supportive of NAFTA and
understand that a 2001 dispute-settiement panel unanimously ruled that the blanket exclusion of
Mexican trucking firms violates US obligations under the NAFTA.

Mexico’s retaliation for the US refusal to implement the cross-border trucking provisions of the
Agreement has resulted in harm to California’s economy. Mexico’s retaliation imposes tariffs on
products from most states ranging from dental floss to Christmas trees. The targeted California
agricultural products include fresh and processed products worth millions ranging from grapes to
almonds.

Mexico is California’s largest trading partner. With a global recession, California stands to lose more
than most states with moves toward protectionism. A move to protectionism only invites retaliation from
our trade partners which negatively affects trade-retated jobs in our state. We would support the
ongoing movement to resolve this issue.

Chairman Camp and Members of the Ways and Means Committee
- thank you for your consideration and interest in these important issues.
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REEAN ZAKEA

President and Chiet Executise Officer

February 7, 2011

The Honorable David Camp, Chairman
Committee on Ways and Means

US House of Representatives
Washington, DC. 20510

Dear Chairman Camp,

Re: Wednesday, February 9, 2011 Hearing on President Obama’s Trade Policy Agenda

On behalf of the California Chamber of Commerce and our Council for International Trade, | would
like to reiterate our support for free trade worldwide, expansion of international trade and investment, fair
and equitable market access for California products abroad, and elimination of disincentives that impede
the international competitiveness of California business.

As the President continues his support for the National Export Initiative (NEI), a multi-year effort to
increase U.S. jobs by increasing the number of companies exporting and expanding the number of
markets to which U.S. companies are selling, we are pleased to be able to comment per the attached
document on the importance of a sound US trade policy agenda.

California is one of the 10 largest economies in the world with a GSP of over $1.8 trillion. International
related commerce (including exports and imports of gocds and services) accounts for approximately
one-quarter of the state’s economy. California maintains its perennial position as a top exporting state
and we tead the nation in export-related jobs. California exports amount to over $120 billion annually.
Although trade is a nationally determined policy issue, its impact on California is immense. California
exports to over 220 foreign markets. Trade offers the opportunity to expand the role of California’s
exports. In its broadest terms, trade can literally feed the world and raise the living standards of those
around us.

The California Chamber of Commerce is a broad-based, non-profit membership organization through
which business, industry and agriculture join forces to work for positive action on key legislation and
regulatory issues affecting California’s economic and job climate. Internationat trade is one of our highest
priorities.

The organization, established in 1890, is the largest and most broadly based employer representative in
Sacramento. Its members include more than 16,000 firms of all kinds and sizes, as well as 450 affiliated
local chambers of commerce and 200 trade associations. Through its grassroots action program, the
California Chamber reaches out {0 a statewide network of 430,000 small business owners.

The California Chamber also offers a variety of services to help businesses comply with complex laws
and regulations, as well as compete in the international marketplace.

The CaiChamber supports allowing California companies to compete more effectively in foreign
markets, as well as to attract foreign business to California. We appreciate your consideration of our
positions,

Sincerely,

AN
Allan Zaremberg

Attachment
1215 K Street, Swite (300
Sacramento, CA 95814
D16 444 GLTN
waui Calchamber.com
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1700 NORTH MOORE STREET
RILA
ARLINGTON. VA 22209

RETAIL INDUSTRY LEADERS ASSOCIATION T (703) 841-2300 F (703) 841-1184
Educate.Innovate, Advocate, WWW.RILA.ORG

United States House of Representatives, Committee on Ways and Means
Hearing on President Obama’s Trade Policy Agenda
Wednesday, February 9, 2011

Written comments for the record by the
Retail Industry Leaders Association (RILA)

The Retail Industry Leaders Association (RILA) appreciates the opportunity to submit written
comments for today’s hearing with United States Trade Representative (USTR) Ron Kirk on the
direction and content of U.S. trade policy. RILA supports a robust and proactive trade agenda to
strengthen America’s economy and create good-paying American jobs. The relative importance
of trade to the U.S. economy has increased, and trade now supports 38 million jobs in the United
States — more than one in five American jobs. Nearly 18 million of these U.S. jobs depend on
trade with America’s free trade agreement partners.

RILA promotes consumer choice and economic freedom through public policy and industry
operational excellence. Our members include the largest and fastest growing companies in the
retail industry — retailers, product manufacturers, and service suppliers — which together account
for more than $1.5 trillion in annual sales. RILA members provide millions of jobs and operate
more than 100,000 stores, manufacturing facilities and distribution centers domestically and
abroad.

The retail sector, along with the suppliers and customers that it serves, is an essential part of the
U.S. economy. Retailers meet the needs of U.S. consumers, and in doing so are essential drivers
of the U.S. economy. We also serve the global market for consumer goods and bring U.S.
products to the foreign markets where they operate. Retailers provide quality jobs at all
employment levels with good benefits. The industry also creates opportunities for entry-level
employment, part-time work, jobs for non-skilled workers, management training, as well as a
variety of rewarding professionai careers.

Implementing Free Trade Agreements

RILA supports the pending free trade agreements (FTAs) between the United States and South
Korea, Colombia, and Panama. We appreciate your recognition of the importance these
agreements hold for American job creators-- retailers, manufacturers, innovators, farmers,
ranchers and service providers. These trade agreements would, immediatety upon
implementation, expand market access for American exports and create new opportunities for
American companics and consumers to purchase high-quality, affordable imports.

RILA strongly urges Congress and the Administration to move swiftly to advance all the three
pending free trade agreements, and to successfully pursue additional trade liberalizing initiatives.
By doing so, the government can help to strengthen the U.S. economy, eliminate hurdles for
American job companies, and create good-paying American jobs.
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Beyond the direct economic benefits that these agreements would bring, they will also signal to
the rest of the world that America is ready to embrace international trade. Enactment of these
agreements should be the first step in a robust, proactive trade agenda. In recent years, as the
United States has stood on the sidelines debating the merits of free trade, countries around the
world moved expeditiously to enact free trade agreements that exclude the United States, thereby
putting American industries at an economic disadvantage.

U.S. Competitiveness at Stake

In today’s highly competitive global marketplace, U.S. retailers are in direct competition with
foreign competitors that offer similar products and services and seek to gain a competitive
advantage. Some of the United States’ biggest competitor countries have already concluded
trade agreements with Colombia, Panama, and South Korea. A proactive trade agenda that
includes enacting comprehensive and commercially meaningful free trade agreements that
remove tariffs and non-tariff barriers can save companies and consumers millions of dollars
annually, is one way in which the U.S. Government can and should help U.S. businesses to better
compete.

Although RILA supports all three FTAs, we note with disappointment that the yarn forward rule
of origin for textiles and apparel is in most cases commercially unviable and will not result in
new trade migrating to the U.S. or our FTA partners. Although all three pending FTAs have
similar rules of origin for textiles and apparel, the limitations of a yarn forward rule are
particularly acute with an Asian trading partner such as Korea.

Korea-U.S. Free Trade Agreement

The Korea-U.S. Free Trade Agreement (KORUS FTA) would be the United States’ most
commercially significant trade agreement in seventeen years. South Korea is currently the
United States’ seventh largest trading partner and would become even more economically
significant to the United States with the passage of the KORUS FTA.

Within three years of enacting this monumental agreement, 95% of U.S. industrial and consumer
goods would enter South Korean markets duty-free, with most of the remaining tariffs phased
out within 10 years. Furthermore, most tariffs on U.S. agricultural goods, which currently
average 52%, would be eliminated over a defined period of time. Studies show that U.S. exports
to South Korea could rise by 50% as a result of the level playing field generated by the KORUS
FTA, which would provide a tremendous boost for the U.S. economy.

U.S.-Colombia Free Trade Agreement

RILA strongly supports enactment of the U.S. — Colombia FTA, which would finally create
reciprocal benefits for U.S. exporters by removing tariffs and non-tariff barriers for U.S. exports
to Colombia, and finally permanently enshrine preferential benefits Colombia currently receives
under the Andean Trade Preferences Act (ATPA) for exports to the United States. The recent
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threats of expiration of Andean preferences and extremely short term renewals are devastating to
Colombian farmers and American importers that rely on the preferences.

Enactment of the agreement would provide significant benefits to retailers through trade
liberalization, transparency in regulatory trade practices, reductions in tariffs and non-tariff
barriers and the creation of dependable sourcing opportunities. These issues are essential to
providing U.S, customers with the high-quality goods they seek at a price they can afford and
have come to expect. This comprehensive agreement provides for across-the-board tariff
eliminations, services trade liberalization, trade facilitation measures, and strong intellectual
property rights protections.

Two-way trade between the United States and Colombia reached $25.1 billion in 2010, with U.S.
exports to Colombia reaching $10.9 billion in 2010. But much of this trade has been unbalanced
because most products from Colombia already enter the United States duty free under the
Andean Trade Preference Act (ATPA) and the Andean Trade Promotion and Drug Eradication
Act (ATPDEA). In contrast, U.S. exports to Colombia currently face an average tariff of 14
percent. The U.S.-Colombia Free Trade Agreement would remedy this inequity on the first day
the agreement enters into force, when Colombian tariffs on over 80 percent of U.S. exports of
consumer and industrial products would be eliminated.

Panama-U.S. Free Trade Agreement

The Panama FTA would provide a significant benefit for retailers by effectively removing
investment restrictions currently present in Panama’s constitution that prevent foreign retailers
from establishing stores within the country. The agreement would resolve that barrier, give retail
companies strong investment protections, and expand product sourcing options. The free trade
agreement will further provide benefit to retailers by liberalizing trade, promoting transparency
in regulatory practices, reducing tariff and non-tariff barriers and creating a more dependable
sourcing opportunity.

Transpacific Partnership (TPP) Talks

RILA strongly supports the negotiation of a comprehensive Trans-Pacific Partnership (TPP)
agreement, and the objective to achieve a high- standard, 21st century agreement with a
membership and coverage that provides economically significant market access opportunities.
RILA believes that membership in the TPP will foster economic growth for partner nations and
serve as a good launching pad for expansion of the alliance to other partners in the region.

The TPP rules of origin should be flexible to facilitate efficiencies in global sourcing. In
particular, RILA supports broad accumulation for all products, particularly textiles and apparel,
produced in one or more TPP countries. The rules of origin should also be predictable,
transparent, and easily administered. RILA believes that U.S. negotiators should consider
phased in ROOs, beginning with a flexible ROO that recognizes regional capacities are
insufficient to drive new sourcing and allows time for regional production capabilities for fabric
and other inputs to advance. For example, during the first 5 years the agreement is in effect, it
could offer several alternative rules of origin for all types of textile products, including a fabric
forward tariff shift rule for a majority of apparel and made-up articles, an alternative value-added
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rule and a tariff preference level. The tariff preference level and value-added rules could phase
out, leaving the remaining fabric-forward tariff shift rule for a majority of apparel and made-up
articles and a substantial transformation rule for other textile and apparel articles. A fabric
forward ROO would still require the vast majority of the inputs and value added for apparel to
come from within the region, but would be significantly more flexible, and easier to implement
and enforce than a yarn forward ROO. At the same time, the phase-in to fabric forward would
promote further development of a robust, vertically integrated textile and apparel industry within
the region.

Retailers believe that noncontroversial textile and apparel products should be covered by a
substantial transformation ROOQ as that concept is currently interpreted by CBP for textile and
apparel products in Section 102.21 of the U.S. Customs Regulations. This standard is well-
established and routinely enforced by both CBP and the trade community. It is the standard that
is used by CBP on a daily basis with respect to all textile and apparel articles imported into the
US that are NOT subject to preference programs. In this category should be (1) textiles and
apparel made with most synthetic fabrics; (2) products subject to a “single transformation” or
“cut and sew” ROO in other U.S. FTAs or preference programs; and (3) swimwear, performance
and active wear, and outerwear (sweaters, jackets, suits, coats, loungewear, woven blouses and
woven shirts). For footwear, RILA supports a substantial transformation or tariff shift rule of
origin.

Improving U.S. Trade Preference Programs

The retail industry has a longstanding record of supporting trade preference programs, including
the Generalized System of Preferences (GSP), Andean Trade Preferences Act (ATPA), African
Growth and Opportunity Act (AGOA), Caribbean Basin Trade Partnership Act, Haiti HOPE Act
and other initiatives. These programs are important trade facilitation tools that reduce tariffs and
other trade barriers, and establish dependable sourcing options that are essential for successful
retail supply chains. The purpose of these programs is to increase trade capacity and economic
growth in our poorest trading partners, and retailers’ sourcing actions are directly relevant to
whether these initiatives achieve their intended goals. Retailers are most likely to use those trade
preference programs that meet retailers’ sourcing objectives and that do not have complicated or
overly burdensome rules of origin or compliance provisions.

Unfortunately, some of these programs have operated under short extensions that do not allow
retailers sufficient time for long-term planning for investments in their supply chains. Extending
these programs for greater periods of time, such as ten years, would encourage more use of the
programs and long term investment in some of the world’s poorest counties. Moreover, U.S.
trade preference programs can often exclude the specific products that poor countries can make,
particularly textile and apparel products and certain agricultural products.

RILA encourages Congress and the Administration to work together to expand product coverage,
harmonize and simplify the rules of our preference programs, and grant them long term
extensions.
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Pakistan Reconstruction Opportunity Zones (ROZ)

RILA supports meaningful trade preferences for Afghanistan and Pakistan to help create jobs
and counter the recruitment efforts of the al Qaeda and Taliban. We urge Congress and the
Administration to act expeditiously to enact Reconstruction Opportunity Zones (ROZ) legislation
(for example, S. 496, introduced by Senator Cantwell in the last Congress), and to expand and
revise it in several areas, including expanding product and geographical coverage, limiting
disclosure requirements, and finding a bipartisan and workable solution on labor conditions. The
ROZ program represents an important opportunity for the United States to foster economic
development, advance social stability, further security in the region and to make good on the
promises of a closer economic relationship with Pakistan and Afghanistan.

For the ROZ initiative to be effective, duty-free treatment should be extended to all textile and
apparel products, and especially to cotton trousers and shorts and cotton knit tops. These
products are most likely to generate employment opportunities. Cotton knit shirts and cotton
trousers are vitally important to Pakistan, yet these products face U.S. duties that average around
17 percent. Configuring the ROZ program to include these items will give Pakistan a fighting
chance in this competitive industry.

We also urge Congress to revisit the limited areas in Pakistan that are eligible to use the ROZ
program. Limiting ROZ investment to extremely remote areas that are experiencing intense
conflict and are not yet mature for industrial growth would only delay job creation. Therefore,
we encourage you to consider expanding the geographic areas in Pakistan to include areas that
are currently capable of production. All of Pakistan, not just the tribal areas on the Northwest
Frontier, is being targeted by extremists.

RILA also notes that controversial and unworkable labor provisions inctuded in the House-
passed ROZ legislation in the last Congress caused momentumn for ROZ legislation to come to a
screeching halt. RILA encourages policymakers to work with stakeholders to find a bipartisan
solution for workable labor conditions, based on longstanding criteria in U.S. trade preference
programs, including the Generalized System of Preference (GSP) and the African Growth and
Opportunity Act (AGOA).

Trade Development Agreements

RILA also believes that preferences should be modified over the long term to encourage a
sustainable two-way trading system that benefits United States importers and exporters, as well
as our trading partners. Trade preferences have been beneficial by introducing developing
countries to the benefits of international trade, but those benefits are limited due to their inherent
one-way structure, restrictive rules of origin and onerous documentation requirements.
Moreover, as countries become more developed, our trade preference programs discourage
further growth by cutting off access to the U.S. market, rather than encourage further
development. RILA believes that Congress and the Administration should consider modifying
our trade preference programs to provide clear incentives and timetables for trading partners that
become more economically advanced to open their markets to U.S. goods, thereby creating
opportunities for U.S. exporters and providing foreign consumers and businesses with high
quality U.S. goods and services at competitive prices. This new trade policy tool could be called
trade development agreements (TDAs) and would be a bridge to carry trading relationships from
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traditional one-way preference programs to long term and sustainable two-way trading
relationships.

Whether this new trade tool is called a TDA or something else, it should provide significant
benefits through trade liberalization in goods and services, transparency in regulatory trade
practices, intellectual property protection, and other reductions in tariffs and non-tariff barriers.
All of these areas will help to create dependable sourcing and export growth opportunities for
retailers. To provide the most benefit, these trade tools should ultimately be comprehensive and
commercially meaningful.

Trade with China

RILA advocates a balanced trade policy that recognizes the tremendous opportunities and
benefits that trade and investment with China bring to our economy, while also effectively
addressing market access barriers and other unfair trade practices that affect U.S. companies.

RILA supports the Strategic and Economic Dialogue and applauds the Obama Administration for
its continued efforts to advance this initiative to facilitate engagement at the highest levels of
government. RILA believes that the Obama Administration should advocate policies that
encourage China to move from an economy based on export growth to one based on growth in
domestic consumption. Congress and the Administration should encourage China to break down
the remaining barriers to foreign investment and market access in China, and the pending
negotiations for a Bilateral Investment Treaty should resume and accelerate.

Fair Application of Trade Remedy Laws

While the benefits of trade spread across many sectors of the U.S. economy and to U.S.
consumers, RILA recognizes that some entities may be harmed by international competition.
U.S. trade remedy laws can provide an appropriate and reasonable venue for U.S. industries that
are injured by unfair trade. The Administration should recognize that the administration of these
laws involves a significant amount of subjectivity within the administering agencies, and it
should be a priority to ensure that these laws are implemented fairly and objectively, taking into
account the impact of such actions on all stakeholders. All trade remedy actions shouid be
considered on their merits and should not be initiated, self-initiated or determined as a political
trade-off for other policy priorities.

Creating Certainty for Importers

Retailers need certainty in the marketplace to be able to make informed business decisions. U.S.
trade remedy laws (antidumping (AD) and countervailing duty (CVD) laws) are inherently
unpredictable because parties cannot know in advance whether products they import may later be
subject to AD/CVD duties or at what level of duties. There is one element of the U.S, trade
remedy system that could be modified to provide more certainty than currently exists, and this is
to change the current “retrospective” system of AD/CVD duty collections to a prospective
system. The United States is the only country that employs a retrospective system for collecting
AD/CVD duties whereby duty deposit rates are established at the end of an investigation, but the
final duty bills are not calculated until after a review is completed, which can be two or more
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years after the product was imported. This retrospective system creates enormous uncertainty for
retailers’ supply chains because the actual AD/CVD duty liability is not determined until long
after the goods have been imported into the United States and sold on retail shelves. Thus, as
long as an AD/CVD order is in place (which can be for decades), companies are unable to make
rational sourcing decisions. Even more than the duties, this uncertainty in the supply chain is one
of the most detrimental aspects of U.S. trade remedy law. Retailers will pay fair (or
“undumped”) prices for goods, and they simply need to know what that price is at the time they
make sourcing decisions.

One possibility for Congress and the Administration to consider is a prospective normal value
system, such as those used by our major trading partners, which would eliminate uncertainty.
Under a prospective system, final AD/CVD duties are assessed at the time of importation, like
normal customs duties. A prospective system would allow stronger duty collection rates since
the total duty bill can be adjusted and is collected upon importation. The Government
Accountability Office (GAO) studied U.S. Customs and Border Protection’s (CBP’s) etforts to
collect duties and found that since 2001, over $600 million in AD/CVD duties were uncollected -
- 1n large part because of retrospective nature of the U.S. duty collection system.] The GAO
therefore recommended studying the potential benefits of moving to a prospective system.

A prospective system would also resolve other WTO challenges to U.S. trade policy, such as
zeroing and CBP’s requirement for bonds on shrimp imports. U.S. zeroing policy and the shrimp
bonds have been found to be inconsistent with WTO obligations.

RILA strongly supports moving the current retrospective system to a prospective system and
respectfully asks Congress and the Administration to consider adopting this proposal.

Repeal the Rest of the Continued Dumping and Subsidies Offset Act (CDSOA)

Enacted in 2000, the Continued Dumping and Subsidies Offset Act (CDSOA, also known as the
“Byrd Amendment™) required CBP to distribute duties it collected under the antidumping and
countervailing duty laws to companies that supported the original petition for imposition of the
duties. Companies have received tens of millions of dollars in windfall subsidies that are not
contingent upon whether the money is spent to create or protect U.S. jobs. Available data
indicates that CDSOA has caused nearly $2.455 billion dollars to be diverted from the U.S.
Treasury and given to a small number of companies. CDSOA was partially repealed in 2005, yet
disbursements under the program still continue today.

CDSOA disbursements
FY 2001 $231,201,890.83
FY 2002 $329,871,463.94
FY 2003 $241,301,429.00
FY 2004 $284,044.599.00
FY 2005 $226,051,863.09

' GAO-08-876R, Collecting Antidumping and Countervailing Duties (July 2008)
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FY 2006 $380,562,870.40
FY 2007 $264,361,332.40
FY 2008 $180,360,227.37
FY 2009 $247,718,477.35
FY 2010 $69.438,316.06
Total CDSOA
Disbursements $2,454,912,469.44

Source: Customs and Border Protection data

In addition to these figures, more money will be disbursed in November 2011 as further entries
are liquidated, and another $40.45 million is being held by CBP while litigation is pending. The
World Trade Organization has ruled that the CDSOA violates the United States’ international
trade obligations. Eleven countries were authorized to retaliate against U.S. exports, and the
European Union and Japan continue to impose retaliatory tariffs today.

In a time of budget shortfalls and soaring deficits, RILA believes that this program should be
completely repealed before any more money is diverted from the U.S. Treasury to private
companies. Further, in a time of economic uncertainty and when the Administration is
undertaking an initiative to double U.S. exports over the next four years, Congress and the
Administration should actively work to have the retaliatory tariffs lifted, and this will only
happen when the CDSOA disbursements cease.

Affordable Footwear -- Lowering the Cost of a Basic Necessity

RILA supports passage of the Affordable Footwear Act (S. 730), legislation that repeals a
Smoot-Hawley tariff on low-cost and all children’s footwear. The U.S. tariff system with respect
to footwear is highly regressive in that it charges higher rates of duty for lower-valued
merchandise. With tariffs reaching as high as 67% for a children’s sneakers, footwear duties act
as a regressive tax on low- and middle-income American households, including single-parent
households, who spend a larger share of their disposable income on basic necessities.

In previous Congresses, this legislation has received widespread bipartisan support in both the
House and Senate. Given the strong support for the legislation, the lack of domestic opposition
and the important stimulative benefits it will provide to American middle-class families,
eliminating these duties would provide targeted and timely relief to ease the cost of a basic
necessity.

Conclusion

RILA appreciates the opportunity to submit these trade policy recommendations for the 2011
trade agenda as we all share the common goals to boost U.S. job creation, economic growth, and
competitiveness, promote U.S. leadership in the international economy, and to double U.S.
exports over the next four years. We look forward to working with you to advance these and
other shared goals.
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Should you have any questions regarding this matter, please feel free to contact me at (703) 600-
2046 or stephanie.lester@rila.org.

Sincerely,

Stephanie Lester
Vice President, International Trade
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United States Council for International Business

L UNITED STATES COUNCHL FOR INTERNATIONAL BUSINESS

U.S. House of Representatives
Ways and Means Committee
Hearing on President Obama’s Trade Agenda
February 9, 2011
Written Testimony of
United States Council for International Business

The United States Council for International Business (USCIB) appreciates the
opportunity to provide written testimony to the House Ways and Means
Committee for its hearing on the status of the President’s trade agenda.

USCIB promotes open markets, competitiveness and innovation, sustainable
development and corporate responsibility, supported by international engagement
and prudent regulation. Its members include top U.S.-based global companies and
professional services firms from every sector of our economy, with operations in
every region of the world. With a unique global network encompassing the
International Chamber of Commerce, the International Organization of Employers
and the Business and Industry Advisory Committee to the OECD, USCIB provides
business views to policy makers and regulatory authorities worldwide, and works to
facilitate international frade and investment.

USCIB has consistently urged the Administration to pursue an active trade and
investment agenda designed to open global markets. We commend the
Administration for finalizing the U.S.-Korea FTA negotiations, establishing the
National Export Initiative to double exports over five years, and moving forward
with the Trans-Pacific Partnership (TPP) negotiations. Efforts to improve
enforcement of existing trade agreements, especially through the WTO dispute
procedure have been helpful. However, much more could be done to open global
markets for U.S. business.

During the recent economic downturn, we strongly believed that an improved
global environment for trade and investment would stimulate growth and jobs in
the United States. A study” supported jointly by the United States Council
Foundation and the Business Roundtable and written by Matthew J. Slaughter,
Associate Dean, Tuck School of Business, illustrated how U.S. multinational
companies strengthen the U.S. economy through their global operations. A

*"How U.S. Multinational Companies Strengthen the U.S. Economy”, Matthew J. Slaughter, Spring 2009,
Published by Business Roundtable and the United States Council Foundation
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proactive U.S. strategy for opening markets is critical to continued growth of these
companies. I is also needed to ensure U.S. businesses can continue to compete
with companies from other countries that have completed trade agreements.

The key elements of a trade and investment agenda should include: completing
the Free Trade agreements with Korea, Colombia and Panama; concluding an
ambitious Doha Agreement in the World Trade Organization; moving forward with
the Trans-Pacific Partnership negotiations to reach a high-standard trade
framework; identifying new bilateral and multilateral trade initiatives with
significant economic partners; addressing ongoing U.S. — Chinese trade and
investment issues; accelerating work on investment treaties that will ensure
protection of U.S. business investments in other countries; and aggressively
promoting U.S. exports of clean technologies and environmentally-friendly goods
and services.

USCIB applauds the Obama Administration for finalizing the U.S. — Korea FTA
negotiations last December and urges the President to bring the agreement to
Congress as soon as possible for final approval. Qur organization represents
global companies across the full range of industry sectors that will benefit from
implementation of the Korea FTA. It will eliminate tariffs on almost all goods,
open up many opportunities for service providers, increase regulatory
transparency, establish high standards for intellectual property protection, and
enhance investment protections. With the agreement between Europe and Korea
taking effect soon, it is critical that the U.S. move quickly to approve and
implement the FTA as soon as possible to protect U.S. business activities in
Korea that will support job creation back home and prevent the loss of trading
opportunities to other countries.

Similarly, USCIB supports finalizing the Colombia and Panama FTAs and urges
the Administration to lay out a timeline for action on these agreements in the
coming months. Panama has addressed the major concerns that had been
delaying action by signing a Tax Information Exchange Agreement and increasing
transparency of its financial sector. Colombia has demonstrated its willingness to
work with the U.S. to resolve remaining concerns if the Administration will provide
a clear path towards completing the agreement. From the business perspective,
these FTAs would level the playing field as many of the Panama and Colombia
products already enter the U.S. duty-free. Again, our companies are losing market
share in these countries as competitors from Canada and Europe take advantage
of reduced tariffs resulting from already completed trade agreements. We also
believe that the U.S. has a compelling foreign policy interest in supporting a
democratic ally such as Colombia through enhanced economic ties.

The Doha negotiations in the World Trade Organization offer the greatest
potential for opening markets globally and expanding business opportunities for
U.S. companies. USCIB strongly supports efforts by the Administration to reach
an ambitious, balanced, and comprehensive agreement that will provide
meaningful commercial benefits for U.S. business. We agree with the view that
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2011 provides a particularly opportune window for all countries to move forward
on completing the round. USCIB believes a successful Doha Agreement would
insure against the growth of protectionist policies, stimulate the global economy,
and create employment opportunities.

USCIB has actively engaged with the Administration as it advances the Trans-
Pacific Partnership (TPP) negotiations. The Asia-Pacific region includes many of
the fastest growing markets for U.S. businesses but also one that presents many
market access and intellectual property protection challenges. The TPP could
provide significant trade and investment benefits if it lives up to the promise of
being a high-standard agreement. It also has the potential to serve as a platform
for adding more countries in the region leading to a wide-reaching free trade area.
While we support the goal of completing these negotiations by November 2011,
we urge the Administration to focus on achieving the level of commitments
needed to make the TPP a high-standard, commercially meaningful agreement.

In addition to completing the trade negotiations already in progress, USCIB urges
the Administration to present a vision for future trade and investment initiatives
that confirms its commitment to opening global markets. As technology changes,
business models evolve, and new challenges emerge to global trade, the
Administration needs to be pushing forward with new and innovative trade
negotiations. We need to find ways to engage our largest commercial partners —
Europe, China, India and others — in trade arrangements that eliminate tariff and
nontariff barriers still confronting U.S. companies seeking to do business in those
markets.

China presents a particularly significant challenge that must be part of the trade
agenda. USCIB supports the Strategic and Economic Dialogue with China as well
as the work of the JCCT, but urges the Administration to develop a clearer
strategy for engagement with China on trade and investment issues. While U.S.
trade with China has grown significantly over the last 10 years, U.S. businesses
still confront a wide range of barriers to doing business in and with China. The
pirating and counterfeiting of all kinds of intellectual property continues to be
rampant throughout China. Recent export taxes and quotas on raw materials and
rare earth metals give domestic companies an unfair competitive advantage.
Indigenous innovation policies hinder U.S. companies trying to sell to Chinese
government entities. Clean energy subsidies to state-owned enterprises
discriminate against foreign producers. To tackle these and many other non-tariff
barriers to trade, the U.S. will need a coherent and comprehensive approach to
opening markets in China.

It is essential from our perspective that work on protecting U.S. business
investments in foreign markets is an integral part of the trade agenda. For many
of our companies, investment in markets outside the U.S. is a necessary part of
their ability to compete with foreign companies. Local rules, regulations, and
practices can discriminate against U.S. investors or threaten their property unless
we have agreements that provide adequate protection and recourse.
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Negotiations with China and India on high-standards bilateral investment treaties
should be accelerated and additional negotiations undertaken with remaining key
countries. High-standard protections must be part of the TPP and any new
agreements the U.S. undertakes.

Finally, the Administration should aggressively promote U.S. exports of clean
technologies and environmentally-friendly goods and services. USCIB has joined
with several other associations in proposing principles to guide U.S. government
efforts that include: ensuring clean technology neutrality; activating U.S.
commercial diplomacy; evaluating the effectiveness of clean technology
promotion programs; developing additional sources of funding in support of clean
technology exports; strengthening intellectual property protection for clean
technologies; and reducing barriers to green trade. We believe that government
efforts consistent with these principles would significantly enhance U.S. exports in
the fast growing areas of clean technology and services.

In summary, USCIB believes that the Administration has a great opportunity to
implement a trade and investment agenda over the next two years that could
significantly open global markets for U.S. businesses, realize the goal of doubling
exports, stimulate the economy, and create new jobs throughout the country. But
it must act quickly and decisively. The Korea FTA needs to be brought to
Congress in the next few weeks and approved by Congress by July 1. A clear
framework needs to be presented in the next few weeks for completing the
Panama and Colombia FTAs this year. The Administration must be prepared to
move quickly on the Doha negotiations if other key countries demonstrate the will
to make meaningful market access commitments. TPP negotiations need to stay
on track for reaching a high-standard, commercially meaningful agreement by
November of this year. New trade initiatives with our largest trading partners
need to begin in the near term. A comprehensive strategy for engaging China on
continuing barriers to trade and investment must be crafted and actively pursued.
The U.S. needs to complete high-standard bilateral investment treaties with China
and india. And the government should implement a program for promoting clean
technologies and environmental services. USCIB stands ready to work with the
Administration and Congress on all of these elements of the trade agenda to open
markets and create opportunities for U.S. businesses to compete on a level global
playing field.
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Securities Industry and Financial Markets Association Comments on the Pending

Free Trade Agreements with Colombia, Panama, and South Korea
February 8, 2011

Mr. Chairman, Ranking Member, and Members of the Committee, the Securities
Industry and Financial Markets Association (SIFMA) appreciates the opportunity to
comment in support of the U.S.-Colombia Trade Promotion Agreement (Colombia TPA),
the U.S.-Panama Trade Promotion Agreement (Panama TPA), and the U.S.-Korea Free
Trade Agreement (KORUS FTA)." These agreements represent a key building block of
President Obama’s efforts to open foreign markets to U.S. workers, business,
consumers, and investors, resulting in new opportunities to create U.S. jobs and bolster
economic growth. Consequently, we strongly encourage the Administration to renew
efforts to pursue international economic engagement on global, regional, and bilateral
tracks.

Access to foreign markets and the ability to provide products on a global basis is
critical to the continued success of the U.S. financial services industry. The exports of
financial services totaled $55.4 billion in 2009, with a surplus of $39 billion - this helps
support millions of jobs in the U.S., both within the industry and in supporting sectors.
Open and fair global capital markets reduce the cost of capital for U.S. companies in all

sectors of the economy, and enable continued growth and expansion.

! The Securities Industry and Financial Markets Association (SIFVA) brings together the shared interests of hundreds of securities firms, banks
and asset managers. SIFMA's mission is to develop policies and practices which strengthen financiat markets and which encourage capital
availability, job creation and economic growth while building trust and confidence in the financial industry. SIFMA, with offices in New York and
Washington, 0.C., is the U.S. regional member of the Global Financial Markets Association (GFMA).
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In addressing the specific requests of the Committee, our comments will focus on
the following key points: 1) the benefits of the pending agreements to the U.S.
economy; 2) the costs of delaying approval of the agreements; 3) the agreements’
impact on the financial services industry; and 4) the importance of concluding other

pending regional and global negotiations.

Benefits to the American Economy

As the U.S. and global economy navigate through a sustained period of weak
economic growth, the pending agreements would provide debt-free stimulus to the
American economy by opening new markets for U.S. goods and services. The
agreements complement and support the Administration’s National Export Initiative that
pledges to “remove barriers to trade and open new markets, make sure that trade is
free and fair, and work with the world community to promote strong balanced growth

worldwide that will benefit everybody.”

Nearly six million U.S. jobs are supported by
goods exports, which is more than 5 percent of private industry jobs.® President Obama
has stated that a 1 percent increase in exports would create 250,000 jobs.

in the aftermath of the recent global economic crisis, international trade
agreements are an important means of promoting greater cross-border cooperation,
transparency, predictability, and accountability in financial services, which is critical to
continuing the global recovery. G20 leaders have highlighted the critical role that vibrant

financial markets play in providing the credit and capital essential for economic growth,

especially in developing countries. Financial services firms operating in a sound

2 National Export Initiative, July 2010.

: U.S. Korea FTA Business Council Factsheet, hitp://www uskor fits-KQRUS.pdf, Accessed February 1, 2011
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regulatory envircnment help companies manage risk, raise debt and equity, carry out
acquisitions or sales, and help individuals plan and invest for the future. Capital markets
facilitate economic growth and development by substantially broadening the range of
vehicles for savings and investment and lowering the cost of capital for businesses and

entrepreneurs.

This, in turn, supports economic growth and job creation. Consequently, global
investors will benefit from more attractive investment opportunities, exporters will be
able to access to a more vibrant export market for goods and services, and workers will

benefit from increased job opportunities.

SIFMA strongly supports Chairman Camp’s statement that Congress should

consider all three agreements in the next six months.
KORUS FTA

Notably, U.S. services exports to Korea totaled $12.6 billion in 2009 (most recent
data available). Following ratification of the KORUS FTA, U.S. goods exports to Korea
are projected to increase by $10 bilfion to $11 billion annually, according to estimates by
the U.S. International Trade Commission. Implementing the agreement would create

about 70,000 American jobs.*

Colombia and Panama TPAs

Under the Colombia and Panama TPA, more than 80 percent of U.S. consumer

and industrial products and more than half of current U.S. farm exports will enter

# Report to the President on the National Expart Initiative: The Expart Promotion Cabinet's Plan for Doubling U.S. Exports in Five Years,

hittpo/ fwwn d tt/files/nei_report 031510 short.pdf, Accessed February 1, 2011

3
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Colombia and Panama duty-free immediately. The agreements will also strengthen
intellectual property and investor protections, open services markets, and enhance

transparency in government procurement.

Not only will all three agreements be important for our clients in the agriculture,
manufacturing and services sector, financing the increased exports and U.S. business

activity in all three countries will also be a significant benefit to our industry itself.

Costs of Delay

The United States stands to lose more than 380,000 jobs if it fails to implement
its pending trade agreements with Colombia, Panama, and South Korea, while the
European Union, Canada, China and other countries move ahead with their own
agreements with the those countries, according to a study by the U.S. Chamber of

Commerce.
KORUS FTA

To fully reap the benefits of the agreement, the KORUS FTA must be
implemented in a timely manner. The European Union, an economy of similar size and
composition to the U.S., recently concluded a free-trade agreement with Korea and is
scheduled to begin the provisional application of the agreement July 1, 2011. Under the
agreement, EU bilateral exports to Korea are expected to increase by as much as 82.6
percent, as barriers to EU-based firms are reduced and eliminated in Korea.® Korea is

also in the process of negotiating trade agreements with Australia and India. According

® The Economic Impact of the Free Trade Agreement (FTA) between the European Union and Korea
hittp:/ftrade ec europa eu/dockib/decs/2010/may/tradoc_146174.pdf, Accessed February 1, 2011,

4
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to White House economic official estimates, if competing economies reach and

implement their pacts first, the U.S. stands to lose about $30 billion in exports.®

Colombia and Panama TPAs

According to the Committee on Ways & Means (Republican Staff) based on
technical assistance provided by the independent, nonpartisan U.S. International Trade

Commission:

« If the EU-Colombia Trade Agreement is implemented and the U.S.-Colombia
Trade Promotion Agreement (CTPA) is not, U.S. exports to Colombia of:
= Machinery and equipment would decline by 15 percent, totaling
$155 million in lost revenue;

= Textiles and apparel would decline by 11 percent and 21
percent respectively, combining for nearly $21 million in lost
revenue;

+ |f the Canada-Colombia Trade Agreement is implemented and
the U.S.-Colombia Trade Promotion Agreement (CTPA) is not,
the hardest hit U.S. sectors would collectively experience a 35
percent reduction in U.S. exports to Colombia, totaling more

than $56 million in lost revenue.

¢ Elizabeth Williamson, “US Vows New Push in Korean Trade Pact,” The Wall Street Journal, June 25, 2010,

http://onfine.wsi.comy/article/SB10001424052748704846004575333303589295326 fitml, Accessed February 1, 2011

5
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Impact on Financial Services Firms

The KORUS FTA will generate significant benefits for U.S. financial services

firms and their customers, including:

» 100 percent ownership, as well as the right to establish their corporate
form of choice;

« National treatment to foreign financial sector participants and
investors on the same basis as domestic investors for regulatory and
other purposes;

« The right to supply specific financial services on a cross-border basis,
including portfolio management services for investment funds in
Korea, and with the ability for portfolio managers to manage their
portfolios from their regional or head offices outside of Korea;

* Enhanced regulatory transparency. Securities firms in Korea are often
confronted with non-tariff barriers in the form of regulatory restrictions
and a lack of transparency in the development, implementation and
application of regulations. These barriers prevent access in much the
same way as tariffs, but unlike tariffs, no quantitative mechanism
exists to reduce them;

s« The transfer of information into and out of its territory for data
processing where such processing is required in the institution’s
ordinary course of business;

e Strong provisions to protect U.S. investors and U.S. investment
against arbitrary, confiscatory and discriminatory government action,

6
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including compensation for expropriation, commitments to fair and
equitable treatment and most-favored nation treatment, and an
objective and independent investor dispute settlement mechanism to
resolve individual disputes; and

* In addition to establishing regular bilateral dialogues between
regulators, enabling more effective regulatory cooperation, the
financial services agreement also provides provisions protecting each

trading partner’s sovereignty and regulatory approaches.”

The Colombian agreement has been overwhelmingly approved by Colombia’s
Congress and will serve to benefit the more than 10,000 U.S. companies that export to
Colombia, of which about 8,500 are small-and medium-sized firms. The pending
agreement with Panama is also a vital piece of the trade puzzle and its ratification would
complete the series of bilateral trade agreements currently outstanding. As with the
KORUS FTA, the Colombia and Panama agreements provide similar benefits to the

financial services industry:

. Full rights to establish or acquire existing financial institutions in Colombia
and Panama to supply a complete range of financial services, including:
= The right to 100 percent ownership;
= Extensive rights to establish in the judicial form that best

suits the business model of financial services firms.

7
U.S. Korea Business Council Factsheet, http.//www.uskoreafta.org/sites/defautt/files/Financial-Services-KORUS.pdf, Accessed February 1,
2011,
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. Non-discriminatory, national treatment for financial services firms,
including on the types of services provided to customers;

«  Automatic binding of future liberalization through most favored nation
(MFN) treatment whereby both Colombia and Panama agree that if
they liberalize further in the context of another FTA, then that
liberalization is offered automatically to the U.S,; and

. Enhanced regulatory transparency and important regutatory reforms,
such as more regularized and transparent regulatory procedures, the
adoption of a negative list approach to financial sector regulation, and

a regional integration of data processing.

Pursue Regional and Global Agreements

Increasingly important to the future of the U.S. economy and the financial
services sector is the conclusion of the Trans-Pacific Partnership (TPP), a regional
trade agreement that includes Australia, Brunei, Chite, Malaysia, New Zealand, Peru,
Singapore, the United States, and Vietnam. In a January 2011 speech, U.S. Trade
Representative Ambassador Ron Kirk said he wants to “substantially complete” TPP
negotiations by the annual Asia-Pacific Economic Cooperation (APEC) meeting in
Hawaii in November 2011. We fully support this effort and believe its rapid
implementation is critical to sustain a dynamic economy and create and retain high

paying, high-quality jobs in the U.S.

SIFMA believes that a high-standard, comprehensive, and broad-based regional

agreement would represent a key building block in opening foreign markets to U.S.



172

business, consumers, and investors, resulting in new opportunities to create jobs, and
bolster economic growth. Such an agreement among TPP markets can also serve as a

launch pad for the addition of similar like-minded countries.

In developing a 21st century agreement, the Administration should build on “best
of breed” provisions from recent agreements, such as those in the KORUS FTA, rather
than simply inventorying provisions from existing FTAs with TPP countries. A mere
recounting of existing agreements would not reflect the global and rapidly changing

nature of the financial services sector.

While U.S. exports to the Asia-Pacific have increased by 63 percent over the
past five years, the U.S. share of trade in the region has declined by 3 percent in favor
of U.S. Competitors,8 Last year, China and the 10 Southeast Asian ASEAN nations
ushered in the world’s third-largest free-trade area. According to the United States
Trade Representative, in addition to the ASEAN-China trade deal, there are now 175
preferential trade agreements in force that include Asia-Pacific countries. More are on
the way, with an additional 20 agreements awaiting implementation and more than 50
others under negotiation. A recent study forecasts that the U.S. could lose as much as
$25 billion in annual exports just from the discriminatory effects of an East Asia Free
Trade Area that excludes the U.S. Exclusion from economic opportunities already is

becoming evident and such exclusion will cost American jobs.®

Finally, we note that the Doha Round has been stalled for more than two years.

We encourage Congress and the Administration to work with members of the G20 and

s
USTR Fact Sheet, http://www,uste.gov/about-ys/press-office/fact-sheet december, ic-opportunities-and-tpp, Accessed
February 1, 2011.
s
Demetrios Marantis, "U.S. Trade Priorities in the Asia-Pacific: TPP and Beyond,” Accessed February 1, 2011

9
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other major global frading partners to ensure the successful completion of these
negotiations. A recent Peterson Institute for International Economics study projected a
boost of between $180 billion and $520 billion annually to global exports. Likewise, the
potential GDP gains are significant, estimated between $300 billion and $700 billion
annually, and are expected to be well balanced between developed and developing

countries. "

Conclusion

SIFMA believes these trade agreements offer Congress and the Administration
another opportunity to secure open and fair access to foreign markets for U.S. firms and
their clients. To sustain its recovery, the financial services sector must continue to

position itself globally to meet the demands of its U.S. and foreign clients.

Free trade agreements are a key component of the global economic recovery.
The financial services sector helps fo facilitate and support these bilateral agreements.
For the financial services industry to help multinational companies take advantage of
these global opportunities, they must have ability to provide, for example, currency-
related products, deal with cross-border tax differences, offer country risk assessments,
develop global cash-management facilities, and provide country-specific investment
advice and solutions: all key services provided by global financial institutions to promote

U.S. exports.

*% What's on the Table? The Doha Round as of August 2008, http://piie.com, wo/wp09:6.ndf, Accessed February 1, 2011

10
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SIFMA looks forward to continuing to work with Congress and the Administration
to pursue free-trade agreements that enhances U.S. competitiveness abroad and

supports jobs at home.
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Securities Industry and Financial Markets Association Comments on Pending Free

Trade Agreements, the Trans-Pacific Partnership, and Industry Efforts in China
February 23, 2011

Mr. Chairman, Ranking Member, and Members of the Committee, the Securities
Industry and Financial Markets Association (SIFMA) appreciates the opportunity to
comment in support of the U.S.-Colombia Trade Promotion Agreement (Colombia TPA),
the U.S.-Panama Trade Promotion Agreement (Panama TPA), and the U.S.-Korea Free
Trade Agreement (KORUS FTA).1 These agreements represent a key building block of
President Obama’s efforts to open foreign markets to U.S. workers, business,
consumers, and investors, resulting in new opportunities to create U.S. jobs and bolster
economic growth. Consequently, we strongly encourage the Administration to renew
efforts to pursue international economic engagement on global, regional, and bilateral
tracks.

Access to foreign markets and the ability to provide products on a global basis is
critical to the continued success of the U.S. financial services industry. The exports of
financial services totaled $55.4 billion in 2009, with a surplus of $39 billion - this helps
support millions of jobs in the U.S., both within the industry and in supporting sectors.
Open and fair global capital markets reduce the cost of capital for U.S. companies in all

sectors of the economy, and enable continued growth and expansion.

* The Securities industry and Financial Markets Association {SIFMA} brings together the shared interests of hundreds of
securities firms, banks and asset managers. SIFMA's mission is to develop policies and practices which strengthen financial
markets and which encourage capital availabiity, job creation and economic growth while building trust and confidence in the
financial industry. SIFMA, with offices in New York and Washingten, D.C,, is the U.S. regionai member of the Global Financial
Markets Association (GFMA).
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In addressing the specific requests of the Committee, our comments will focus on
the following key points: 1) the benefits of the pending agreements to the U.S.
economy; 2) the costs of delaying approval of the agreements; 3) the agreements’
impact on the financial services industry; 4) the importance of concluding other pending
regional and global negotiations; and 5) the need for improved access to the Chinese

financial services sector and the development of a level playing field.

Benefits to the American Economy

As the U.S. and global economy navigate through a sustained period of weak
economic growth, the pending agreements would provide debt-free stimulus to the
American economy by opening new markets for U.S. goods and services. The
agreements complement and support the Administration’s National Export Initiative that
pledges to “remove barriers to trade and open new markets, make sure that trade is
free and fair, and work with the world community to promote strong balanced growth

worldwide that will benefit everybody.”

Nearly six million U.S. jobs are supported by
goods exports, which is more than 5 percent of private industry jobs.® President Obama
has stated that a 1 percent increase in exports would create 250,000 jobs.

In the aftermath of the global economic crisis, international trade agreements are
an important means of promoting greater cross-border cooperation, transparency,
predictability, and accountability in financial services, which is critical to continuing the

global recovery. G20 leaders have highlighted the critical role that vibrant financial

markets play in providing the credit and capital essential for economic growth,

? National Export initiative, July 2010.
U.S. Korea FTA Business Council Factsheet, http://www.uskoreafta.org/sites/default/files/Benefits-KORUS pdf, Accessed
February 1, 2011.
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especially in developing countries. Financial services firms operating in a sound
regulatory envirenment help companies manage risk, raise debt and equity, carry out
acquisitions or sales, and help individuals plan and invest for the future. Capital markets
facilitate economic growth and development by substantially broadening the range of
vehicles for savings and investment, and lowering the cost of capital for businesses and

entrepreneurs.

This, in turn, supports economic growth and job creation. Consequently, global
investors will benefit from more attractive investment opportunities, exporters will be
able to access a more vibrant export market for goods and services, and workers will

benefit from increased job opportunities.

SIFMA strongly supports Chairman Camp’s statement that Congress shouid

consider all three agreements in the next six months.
KORUS FTA

Notably, U.S. services exports to Korea totaled $12.6 billion in 2009 (most recent
data available). Following ratification of the KORUS FTA, U.S. goods exports to Korea
are projected to increase by $10 billion to $11 billion annually, according to estimates by
the U.S. International Trade Commission. Implementing the agreement would create

about 70,000 American jobs.*

4 Report to the President on the National Export [nitiative: The Export Promotion Cabinet’s Plan for Doubling U.S. Exports in
Five Years, http://www.whitehouse.gov/sites/default/files/nei report 091510 short.pdf, Accessed February 1, 2011.

3
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Colombia and Panama TPAs

Under the Colombia and Panama TPA, more than 80 percent of U.S. consumer
and industrial products and more than half of current U.S. farm exports will enter
Colombia and Panama duty-free immediately. The agreements will also strengthen
intellectual property and investor protections, open services markets, and enrhance

transparency in government procurement.

Not only will all three agreements be important for our clients in the agriculture,
manufacturing and services sector, financing the increased exports and U.S. business

activity in all three countries will benefit our industry directly.

Costs of Delay

The United States stands to lose more than 380,000 jobs if it fails to implement
its pending trade agreements with Colombia, Panama, and South Korea, while the
European Union, Canada, China and other countries move ahead with their own
agreements with the those countries, according to a study by the U.S. Chamber of

Commerce.®
KORUS FTA

To fully reap the benefits of the agreement, the KORUS FTA must be
implemented in a timely manner. The European Union, an economy of similar size and
composition to the U.S., recently concluded a free-trade agreement with Korea and is

scheduled to begin implementing it July 1, 2011. Under the agreement, EU bilateral

® The State of World Trade, U.S. Chamber of Commerce, http://bit.ly/helF74, Accessed February 22, 2011
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exports to Korea are expected to increase by as much as 82.6 percent, as barriers to
EU-based firms are reduced and eliminated.® Korea is also in the process of negotiating
trade agreements with Australia and India. According to White House economic official
estimates, if competing economies reach and implement their pacts first, the U.S.

stands to lose about $30 billion in exports.”
Colombia and Panama TPAs

According to the Committee on Ways & Means (Republican Staff) study based
on technical assistance provided by the independent, nonpartisan U.S. International

Trade Commission®:

« [f the EU-Colombia Trade Agreement is implemented and the U.S.-Colombia
Trade Promotion Agreement (CTPAY} is not, U.S. exports to Colombia of:
= Machinery and equipment would decline by 15 percent, totaling
$155 million in lost revenue;
= Textiles and apparel would decline by 11 percent and 21
percent respectively, combining for nearly $21 million in lost
revenue;
« If the Canada-Colombia Trade Agreement is implemented and the
U.S.-Colombia Trade Promotion Agreement (CTPA} is not, export and

agricultural sectors would collectively experience a 35 percent

® The Economic Impact of the Free Trade Agreement (FTA} between the European Union and Korea
http://trade.ec.europa.eu/daclib/docs/2010/may/tradoc 146174.pdf, Accessed February 1, 2011.

? Etizabeth Williamson, US Vows New Push in Korean Trade Pact, The Wall Street Journal, June 25, 2010.
http://online.wsj.com/article/SB10001424052748704846004575333303589295326 .html, Accessed February 1, 2011.

% House Ways and Means Republican Staff Study, May 10, 2010. http://bit.ly/bY20ro , Accessed February 22, 2011. NOTE
Further benefits of the Panama and Colombia agreements can be found in a study pravided to the Senate Foreign Relations
Committee which was conducted by Sen. Lugar’s staff. http://bit.ly/h916kC
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reduction in U.S. exports to Colombia, totating more than $56 million in

lost revenue.

Impact on Financial Services Firms

The KORUS FTA will generate significant benefits for U.S. financial services

firms and their customers, including:

+ 100 percent ownership, as well as the right to establish their corporate
form of choice;

+« National treatment to foreign financial sector participants and
investors on the same basis as domestic investors for regulatory and
other purposes;

« The right to supply specific financial services on a cross-border basis,
including portfolio management services for investment funds in
Korea, and the ability for portfolio managers to manage their portfolios
from their regional or head offices outside of Korea;

» Enhanced regulatory transparency. Securities firms in Korea are often
confronted with non-tariff barriers in the form of regulatory restrictions
and a lack of transparency in the development, implementation and
application of regulations. These barriers prevent access in much the
same way as tariffs, but unlike tariffs, no quantitative mechanism

exists to reduce them;
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e The transfer of information into and out of its territory for data
processing where such processing is required in the institution’s
ordinary course of business;

e Strong provisions to protect U.S. investors and U.S. investment
against arbitrary, confiscatory and discriminatory government action,
including compensation for expropriation, commitments to fair and
equitable treatment and most-favored nation treatment, and an
objective and independent investor dispute settlement mechanism to
resolve individual disputes; and

e In addition to establishing regular bilateral dialogues between
regulators, which would enable more effective regulatory cooperation,
the financial services agreement also provides provisions protecting

each trading partner’s sovereignty and regulatory approaches.®

The Colombian agreement has been overwhelmingly approved by Colombia’s
Congress and will serve to benefit the more than 10,000 U.S. companies that export to
Colombia, of which about 8,500 are small- and medium-sized firms. The pending
agreement with Panama is also a vital piece of the trade puzzle and its ratification would
complete the series of bilateral trade agreements currently outstanding. As with the
KORUS FTA, the Colombia and Panama agreements provide similar benefits to the

financial services industry:

? U.S. Korea Business Council Factsheet, http://www.uskoreafta.org/sites/default/files/Financial-Services-KORUS.odf, Accessed
February 1, 2011
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. Full rights to establish or acquire existing financial institutions in Colombia
and Panama to supply a complete range of financial services, including:
= The right to 100 percent ownership;
= Extensive rights to establish in the judicial form that best
suits the business model of financial services firms.

. Non-discriminatory, national treatment for financial services firms,
including on the types of services provided to customers;

«  Automatic binding of future liberalization through most favored nation
(MFN) treatment whereby both Colombia and Panama agree that if
they liberalize further in the context of another FTA, then that
liberalization is offered automatically to the U.S.; and

. Enhanced regulatory transparency and important regulatory reforms,
such as more regularized and transparent regulatory procedures, the
adoption of a negative list approach to financial sector regulation, and

a regional integration of data processing.

Pursue Regional and Global Agreements

Increasingly important to the future of the U.S. economy and the financial
services sector is the conclusion of the Trans-Pacific Partnership (TPP), a regional
trade agreement that includes Australia, Brunei, Chile, Malaysia, New Zealand, Peru,
Singapore, the United States, and Vietnam. We note U.S. Trade Representative
Ambassador Ron Kirk's comments during the February 9 hearing regarding his

intentions of concluding TPP negotiations by the annual Asia-Pacific Economic
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Cooperation (APEC) meeting in Hawaii in November 2011. We fully support this effort
and betlieve its conclusion is critical to sustain a dynamic economy and create and retain

high-paying, high-quality jobs in the U.S.

SIFMA believes that a high standard, comprehensive, and broad-based regional
agreement would represent a key building block in opening foreign markets to U.S.
business, consumers, and investors, resulting in new opportunities to create jobs, and
bolster economic growth. Such an agreement among TPP markets can also serve as a

launch pad for the addition of like-minded countries.

In developing a 21st century agreement, the Administration should build on “best
of breed” provisions from recent agreements, such as those in the KORUS FTA, rather
than simply inventorying provisions from existing FTAs with TPP countries. The ongoing
Santiago negotiations represent a key milestone to concluding the TPP agreement and

provide a forum to address outstanding regulatory barriers and non-tariff barriers.

A mere recounting of existing agreements would not reflect the global and rapidly
changing nature of the financial services sector. We encourage the inclusion of
language similar to the 1998 Rwanda Bilateral Investment Treaty (BIT) that allows for
an arbitration mechanism to allow investors to work with competent investment

authorities for a joint determination on the issue.

While U.S. exports to the Asia-Pacific have increased by 63 percent over the

past five years, the U.S. share of trade in the region has declined by 3 percent in favor
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of U.S. competitors.® Last year, China and the 10 Southeast Asian ASEAN nations
ushered in the world’s third-largest free-trade area. According to the United States
Trade Representative, in addition to the ASEAN-China trade deal, there are now 175
preferential trade agreements in force that include Asia-Pacific countries. More are on
the way, with an additional 20 agreements awaiting implementation and more than 50
others under negotiation. A recent study forecasts that the U.S. could lose as much as
$25 billion in annual exports just from the discriminatory effects of an East Asia Free
Trade Area that excludes the U.S. Exclusion from economic opportunities already is

becoming evident and such exclusion will cost American jobs. "

Finally, we note that the Doha Round has been stalled for more than two years.
We encourage Congress and the Administration to work with members of the G20 and
other major global trading partners to ensure the successful completion of these
negotiations. The G20 finance ministers reaffirmed their commitment to concluding the
Doha round in the February 2011 communiqué, pledging also to “refrain from

introducing, and oppose protectionist trade actions in all forms.”"2

A recent Peterson Institute for International Economics study projected a boost of
between $180 billion and $520 billion annually to global exports. Likewise, the potential
GDP gains are significant, estimated between $300 billion and $700 billion annuaily,

and are expected to be well balanced between developed and developing countries."

2% USTR Fact Sheet, http://www.ustr.gov/about-us/press-office/fact-sheets/2009/december/economic-opportunities-and-top,
Accessed february 1, 2011.

™ pemetrios Marantis, “U.S. Trade Priorities in the Asia-Pacific: TPP and Beyond,” January, 2010.

= G20 Finance Ministers Communigue, February 19, 2011.

*2 “What's on the Table? The Doha Round as of August 2009,” http://piie.com/publications/wp/wp09-6.pdf, Accessed
February 1, 2011
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A Level Playing Field in China

The development and liberalization of the financial services sector in China is
essential to help sustain a global economic recovery and allow financial services firms
to compete on a level playing field in the world's second largest economy. The industry
is currently working through a number of government-sponsored forums, primarily the
Strategic and Economic Dialogue, to foster a constructive, sustained dialogue with our

Chinese counterparts to resolve these issues.

While China has been slow to provide market access for foreign firms, they
continue to expand their global presence. In the past year, the Industrial & Commercial
Bank of China has acquired a U.S. broker-dealer, a U.S.-based depository institution,
and is expanding its presence in the European Union with branches in Paris, Brussels,

and Amsterdam.

China is also striving to create a world-class financial exchange through the
implementation of the Shanghai Stock Exchange Strategic Plan. The plan is intended to
develop “one of the most influential bourses in the world, boasting a mature stock
market, an improved bond market, a highly developed fund market, an abundance of
securities derivatives and an increasingly rational investor structure.”™ In February
2011, the Shanghai Stock Exchange and the Brazilian BM&FBovespa signed a
Memorandum of Understanding to allow Brazilian companies the right to list on Chinese

exchanges. '®

* Shanghai bourse eyes Asia’s top market by 2020, http://bit.ly/hOeMC8, Accessed February 10, 2011.
*Irene Shen, Shanghai exchange in pact with Brazil bourse, China Daily, February 18, 2011. http://bit.ly/gBERSY Accessed
February 22, 2011



186

SIFMA supports full market access and national treatment for financial services
firms seeking to establish operations in China. While China has worked to expand their
international financial presence, access for foreign firms has not kept pace. Without
improved market access, regulatory transparency, and increased qualified domestic
institutional investor (QDI1) and qualified foreign institutional investors (QFIl) quotas,
financial services firms will be unable to service their clients’ needs in China and unable

to compete at a global level.

Underscoring the importance of the globalization of the financial services industry

and access to growing markets, Treasury Secretary Timothy Geithner recently said:
“As developing economies in the most populous countries mature,
they will demand more and increasingly sophisticated financial
services, the same way they demand cars for their growing middie
classes and information technology for their corporations. If that's
true, then we should want U.S. banks positioned to compete
abroad.”*®

To achieve these aims, more work must be done to liberalize China’s financial

services sector and allow for the development of a level playing field.

Conclusion

SIFMA believes these trade agreements and market access issues offer
Congress and the Administration an opportunity to secure open and fair access to
foreign markets for U.S. firms and their clients. To sustain its recovery, the financial
services sector must continue to position itself globally to meet the demands of its U.S.

and foreign clients.

' Noam Scheiber, The Escape Artist, The New Republic, February 10, 2011. Page 7. http://bit.ly/hngjsK, Accessed February 15,
2011.
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Free-trade agreements and access to growing markets are key components of
the global economic recovery. The financial services sector helps to facilitate and
support these bilateral agreements. For the financial services industry to help
multinational companies take advantage of these global opportunities, they must have
the ability to provide, for example, currency-related products, deal with cross-border tax
differences, offer country risk assessments, develop global cash-management facilities,
and provide country-specific investment advice and solutions: all key services provided

by global financial institutions to promote U.S. exports.

SIFMA looks forward to continuing to work with Congress and the Administration
to pursue free-trade agreements, and engage on other global, regional, and bilateral

tracks that enhance U.S. competitiveness abroad and support jobs at home.



188

International Dairy Foods Association

Intarnational Dalry Foads Assoclation
Milk Industry Foundation
i » National Cheese Institute
B A Intatnational fce Cream Association

S
5

~

TESTIMONY OF THE INTERNATIONAL DAIRY FOODS ASSOCIATION
BEFORE THE HOUSE COMMITTEE ON WAYS AND MEANS
REGARDING THE HEARING ON PRESIDENT OBAMA'S TRADE POLICY
AGENDA

Chairman Camp, Ranking Member Levin, and members of the committee, the
International Dairy Foods Association (IDFA) represents the nation's dairy
manufacturing and marketing industries and their suppliers, with a membership
of 550 companies representing a $110-billion a year industry. IDFA's 220 dairy
processing members operate over 600 plant operations and range in size from
large multi-national organizations to single-plant companies. They manufacture
more than 85% of the milk, cultured products, cheese and frozen desserts
produced and marketed in the United States. In addition, over 300 member
companies provide processing equipment and supplies, packaging equipment
and materials, ingredients and a wide variety of products and services to the
dairy processing industry. IDFA member companies compete in the U.S. and
foreign markets and are deeply committed to improving international trade
opportunities for dairy products.

Dairy exports have grown into a vitally important aspect of the U.S. dairy
industry. In 2010, the U.S. exported over $3.7 billion worth of dairy products
around the world, up 64% from 2009 and the second-highest level ever. The
U.S. ran a dairy trade surplus last year of over $1.2 billion. These numbers are a
clear departure from a decade ago when the U.S. dairy industry historically ran a
trade deficit.

Over 10 percent of U.S. farm milk production now ends up in dairy exports and
there is a huge potential to increase this number. Developing and newly
industrialized economies offer stronger consumption growth rates for food
products generally and dairy products in particular. Although Mexico and Canada
are the major recipients of US dairy products, dairy exports to Asia have shown
tremendous growth in recent years. Exports last year to China were up 73
percent, to Japan up 55 percent, to the Philippines up 137 percent, and to
Vietnam up 177 percent.

1250 H St., NW, Suite 900, Washington, DC 20005
Phone: 202-737-4332 fax: 202-331-7820 www.idfa.org
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With the right policies, we are confident that this trend will continue. In 2009, the
Innovation Center for U.S. Dairy, funded by dairy producers, commissioned a
study by Bain & Co. which projected that net import demand for dairy products
would grow faster than net export supply through 2013. The study found that this
demand growth would come primarily from developing economies in Asia, Latin
America, North Africa and the Middle East. This will lead to a “latent demand
gap” {global shortfall between consumption and production forecasts) of 100,000
metric tons of dairy protein by 2013 (equivalent to 7 billion pounds of milk).
importantly, the U.S. is well positioned to capture the opportunity of filling the
demand gap in the near term (10-15 years). Beyond this 10-15 year window of
opportunity, new sources of low cost supply will emerge as competitors. Thus,
there is an urgent need to take the appropriate policy action to ensure that U.S.
industry is able to meet this growing demand before other suppliers.

The study recommended that the dairy industry become a “consistent exporter”
and that we change many of our domestic and international policies in order to
position our industry to take advantage of this opening. IDFA agrees with this
recommendation and urges the committee to review the report which can be
found here:

1250 H St., NW, Suite 900, Washington, DC 20005
Phone: 202-737-4332 fax: 202-331-7820 www.idfa.org

2



190

http://iwww.usdairy.com/Globalization/GlobalimpactStudy/Pages/BusinessCase.a
SpXx

The report specifically recommends against establishing policies that would
create a “Fortress USA” and attempt to focus merely on our domestic market with
policies that will insulate our industry from international markets.

Although many dairy policies are not within the jurisdiction of this committee, its
members should be aware that policies that would create a “Fortress USA” by
establishing a growth management program to address volatility have gained
considerable momentum over the past several months and are being seriously
considered. Studies of milk supply control programs established in other
countries such as Canada and the European Union have shown that exports
decline and imports increase under such programs. If growth management, or
price stabilization, programs are established here, they will undermine the efforts
of this committee and the Administration to increase exports through the National
Export Initiative (NE!).

Before the U.S. dairy industry can fully realize its global potential, we also need
international agricultural policies that are more market oriented. Dairy
manufacturers cannot fully compete in global markets unless there is a reduction
of dairy product tariffs, subsidy practices, and technical trade barriers that
currently impair U.S. exports. Bi-lateral and multilateral free trade agreements
provide extremely important opportunities to advance trade liberalization and
break down trade barriers that obstruct the global growth of the dairy industry. As
more market barriers fall, and the historical gap between U.S. and world dairy
market prices closes, competitive opportunities for U.S. dairy foods expand and
more U.S. firms can make inroads into foreign markets.

Free trade agreements are an extremely important opportunity to advance dairy
trade and break down barriers that obstruct the global growth of the dairy
industry. The agreements currently pending before Congress, including those
with Colombia, Panama, and South Korea, offer enormous potential for growth in
new markets for U.8. dairy products. FTAs such as these allow U.S. dairy
companies to improve market opportunities and access for their exports.

in particular, quick action is needed to move the Korea-U.S. Free Trade
Agreement (KORUS-FTA) forward as South Korea's dairy market is particularly
important to American exporters. Assuming the U.S. is able to make full use of
the new market access opportunities negotiated, this agreement embodies what
IDFA believes is one of the most important free trade deals for the American
economy since the North American Free Trade Agreement.

The KORUS agreement represents a tremendous opportunity for the U.S. dairy
industry to increase and sustain its growing presence in an extremely important
1250 H St., NW, Suite 900, Washington, DC 20005

Phone: 202-737-4332 fax: 202-331-7820 www.idfa.org
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economic region. South Korea's dairy market is already very important to
American exporters. Currently, duties on U.S. dairy exports to Korea are subject
to high tariffs starting at 36 percent, while most of Korea's agricultural exports
enter the U.S. market at about 10 percent. Despite these barriers, in 2010 South
Korea constituted the U.S. dairy industry's sixth largest export market and
imported over $115 million worth of American dairy products, which was a 72
percent increase over 2009. South Korea was the fourth largest export
destination for U.S. cheeses and curds and the eighth largest export destination
for ice cream and related products.

Estimates from the U.S. International Trade Commission (ITC) Report; U.S.-
Korea Free Trade Agreement "Potential Economy-wide and Selected
Sectoral Effects"” indicate that full implementation of the KORUS agreement
would increase U.S. dairy exports by $175-336 million (249478 percent).1
The report notes that the domestic Korean dairy industry is cutrently unable
to supply total Korean demand for dairy products. One-half of non-fluid dairy
consumption in Korea is supplied by imports. If the market access
opportunities for the U.S. dairy industry under the KORUS-FTA are fully
realized, U.S. farmers, and processers and their suppliers, are well
positioned to meet this demand.

Perhaps most importantly, the ITC report estimated that the dairy sector
would be among the industries seeing the largest gains in output and
employment. Based on Commerce Department multipliers, such an increase
in U.S. dairy exports could mean 10,000 or more additional U.S. jobs when
considering the effect across the dairy industry value chain.

in addition to supporting the approval of the KORUS-FTA at the earliest
opportunity, IDFA also strongly supports quick approval of the FTAs with
Colombia and Panama. The estimated benefit to the U.S. dairy industry over
the first several years of each of these agreements will be an additional $25
million per year, on average.

if congress fails to act, these tremendous opportunities for market expansion

and resultant job growth in the U.S. will be critically threatened, especially in
light of the rapid pace at which the European Union has negotiated
competing FTAs with these countries.

IDFA urges members of this committee and Congress to work diligently to
approve these long-pending free trade agreements. The advancement of
these FTAs is viewed by IDFA as a crucial step forward in the industry's
continued overseas growth and logical progression towards becoming a

— e == =2 l
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significant global dairy industry player and "consistent exporter". In particular,
the KORUS-FTA is a key building block and a critical step forward for the
U.S. dairy sector to increase and sustain its growing presence in an
extremely important economic region.

The Trans-Pacific Partnership negotiations (TPP) are another important
building block towards trade policies that will facilitate U.S. dairy's expansion
into the important Pacific Rim market. IDFA is encouraged by the recent
inclusion of Vietnam in the TPP talks and ongoing discussions with Japan as
another potential entrant. The Pacific Rim is the U.S. dairy industry's fastest
growing export region, totaling over $1.2 billion in dairy exports during 2010,
an increase of over 100 percent from 2009. As these economies continue to
develop and incomes grow, consumption of animal proteins such as dairy
and other value-added agricultural products increase as well. Local
production of dairy products in this region is often constrained by the lack of
manufacturing facilities making U.S. dairy processors uniguely positioned to
meet consumer demand that local manufacturers are not able to supply.

This opportunity will not be fully realized unless the U.S. promotes sound
trade policy that provides full market access in the region and addresses
important technical trade barriers. As the economies and incomes of these
Asia-Pacific countries have grown, they have struggled with the need and
ability to implement science- based regulatory systems that allow for free and
fair access for U.S. dairy products. These systems are often fractured and
inconsistent across the region. The TPP negotiations and other dialogue,
such as economic and trade-related discussions with China, are vital venues
in building the regulatory coherence and sound science-based policies within
the region that will permit U.S. dairy and other agriculture exports open
access to these crucial markets.

China is currently the U.S. dairy industry's largest export destination outside
North America, and one of its fastest growing markets. China imported $237
million of U.S. dairy products in 2010, a 73 percent increase over the
previous year. However, this vital market has been plagued with uncertainty
for nearly a year, as China has failed to agree upon an acceptable dairy
health certificate with the United States. While dairy exports are currently
able to enter the country through the legacy certificate, and U.S. interagency
efforts to reach an agreement have been admirable, this unfavorable risk-
management situation reflects the importance of market access issues as a
focus of U.S. trade policy towards China. Other issues deflect important
political attention away from those that directly affect the ability of U.S. dairy
processors and other companies to do business in China. For example, any
congressional attempts to force China to move more quickly to allow market
forces to influence its currency are likely to be counter productive and would
likely put dairy exports further at risk from retaliatory trade actions.

1250 H St., NW, Suite 900, Washington, DC 20005
Phone: 202-737-4332 fax: 202-331-7820 www.idfa.org
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IDFA is also strong proponent of the successful completion of the Doha
Development Round of the Word Trade Organization (WTO) and is hopeful
that the U.S. will provide leadership in pushing for a breakthrough in the long-
stalled negotiations before the year ends. Multilateral negotiations in the
WTO provide one of the best and most important opportunities to strengthen
international trade rules to remove artificial advantages or protections and
truly open markets for U.S. dairy products and dairy-containing foods.

It is essential for Congress and the Administration to remain ambitious in all
three "pillars” of the agriculture negotiations: market access, elimination of
export subsidies and trade distorting domestic support. Furthermore,
successful completion of the Doha round would provide an excellent
framework for the writers of the upcoming farm bill to ensure that U.S.
agricultural policies are WTO compliant and non-trade distorting, which will
provide for a level playing field and shield U.S. agriculture from unnecessary
trade retaliation.

IDFA appreciates the opportunity to provide comments on the magnitude of
these issues and the importance of a robust trade policy to our industry.
Thank you.

Point of Contact:
John P. Kelly
Manager, International Affairs
International Dairy Foods Association
1250 H. St, NW, Suite 900
Washington DC 20005
jkelly@idfa.org, 202.737.4332

1250 H St., NW, Suite 900, Washington, DC 20005
Phone: 202-737-4332 fax: 202-331-7820 www.idfa.org
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Association of Global Automakers, Inc.

House Ways and Means Committee Hearing on
Hearing on President Obama’s Trade Policy Agenda
February 9, 2011

Statement of the Association of Global Automakers, Inc.
Michael J. Stanton, President and CEO

The Association of Global Automakers (Global Automakers) respectfully requests that
these comments be accepted as part of the formal record of the February 9, 2011 hearing
on President Obama’s Trade Policy Agenda. Among other things, this hearing focused
on pending trade agreements with Colombia, Panama, and South Korea. Global
Automakers supports enactment of the U.S.-Korea Free Trade Agreement (FTA) as well
as the pending agreements with Columbia and Panama.

Global Automakers, formerly known as the Association of International Automobile
Manufacturers (AIAM), represents global motor vehicle manufacturers, original equipment
suppliers, and other automotive-related trade associations. Our members’ share of total
U.S. vehicle sales and production is 40 percent and growing. Global Automakers’
companies have invested $43 billion in U.S.-based production facilities, have a combined
domestic production capacity of 4.2 million vehicles, directly employ more than 80,000
Americans, and create nearly 600,000 jobs for Americans at dealerships and supplier
companies across the country.

Global Automakers has been a consistent advocate of free trade and open investment and
supports the elimination of trade barriers and the expansion of free trade rules worldwide.
A complex and multifaceted accord, the U.S.-Korea FTA establishes clear and predictable
rules, avoids stipulating or “managing” trade outcomes, and creates a viable mechanism for
handling disputes. Its approval will improve the global competitiveness of automakers in
both countries and benefit consumers on both sides of the Pacific.

As the Committee is aware, enactment of the U.S.-Korea FTA will lead to the elimination
of U.S. and Korean tariffs on imported motor vehicles and auto parts, the simplification
and reduction of Korean taxes based on engine displacement, and an increase in the
transparency of Korea’s regulatory process. When fully implemented, the agreement
will promote job growth by creating opportunities for increased reciprocal trade and
investment between the two countries.

Reduced barriers to automotive trade has facilitated the expansion of auto markets
worldwide and benefited all consumers. Because of the global nature of automotive
trade, Global Automakers also supports efforts to develop a broader trade pact like the
Trans-Pacific Partnership (TPP) Agreement and urges its speedy and successful
negotiation.

We appreciate the opportunity to comment on the historic U.S.-Korea FTA and
encourage Congress to approve the agreement at its earliest opportunity.
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Pharmaceutical Research and Manufacturers of America

U.S. Biopharmaceutical Innovation and U.S. Trade Policy:
The Importance of Trade Agreements in Keeping Foreign Markets Open

Subwission for the Record
February 18, 2011

The Pharmaceutical Research and Manufacturers of America (PhRMA) appreciates the
opportunity to provide this written submission for the record in conjunction with the hearings
held on January 25 and February 9, 2011, to examine the US. trade policy agenda and its
relationship to U.S. economic growth and job creation. In this statement, we focus on the
contributions of the research-based biopharmaceutical industry to the U.S. economy and to U.S.
exports, as well as the importance of enhancing the global competitiveness of our industry
through negotiating and enforcing strong trade agreements containing high-standard, market-
opening commitmenis and intellectual property rights (IPR) protections. A good example of
such an agreement is the Korea-United States FTA (KORUS FTA), which we believe will serve
to strengthen the U.S. economy, jobs, and exports. We also discuss the importance of initiatives
like the proposed Trans-Pacific Partnership (TPP) in creating more consistent, market-based
policies in the treatment of biopharmaceutical products by other governments, especially given
the proliferation of restrictive, discriminatory practices in some markets that threaten the ability
of our industry to compete globally.

PhRMA represents the country’s leading innovative biopharmaceutical companies. Our
members are devoted to developing medicines that allow patients around the world to live
longer, healthier and more productive lives. In 2009 alone, the research-based
biopharmaceutical industry contributed approximately $65.3 billion to R&D for new medicines
to help find cures to diseases affecting all regions and populations of the globe.' In order to
continue to foster economic growth in the United States and the much-needed medical
breakthroughs that will save lives, we must continue to pursue public policies that promote
innovation, and that require the protection of intellectual property rights and the removal of
critical barriers to market access. Free trade agreements offer a compelling approach to
addressing many of the concerns affecting our industry in exporting to and competing effectively
in foreign markets.

The Biopharmaceutical Industry’s Contributions to the U.S. Economy and U.S. Exports

The U.S. biopharmaceutical industry is a major U.S. employer, supporting over 3.1 million jobs
nationwide, including direct employment of over 655,000 Americans.” In 2008, every direct job

" 2010 PhRMA Pharmaceutical Industry Profile.

* L. R. Burns, The Biopharmaceuticat Sector Impact on the U.S. Economy: Analysis at the National, State and Local Levels
(Washington, D.C.: Archstone Consuiting LLC, 2010).
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PARMA — Submission for the Record
February 18, 2011

in the biopharmaceutical sector supported 3.7 jobs in other sectors.’ The industry consists of
companies ranging from large, multinational enterprises to medium and small companies. It also
includes a network of suppliers, distributors and others who contribute to ensuring patients
receive the medicines they need.

PhRMA member companies are important drivers of high-quality, innovative job creation in the
United States, investing more per employee in research and development than other
manufacturing sectors. Our industry is also a significant contributor to U.S. economic growth.
The biopharmaceutical sector’s direct contribution to U.S. gross domestic product (GDP) in
2008, $114.6 billion, was approximately three and one-half times the average per sector for the
rest of the U.S. economy.® Moreover, the per job contribution to ‘GDP by the biopharmaceutical
sector is more than double the average in the rest of the economy.’

On average, U.S. biopharmaceutical employees earned annual wages of $96,563 (excluding
benefits) and paid an average of $24,033 in federal taxes, and an average of $3,653 in state taxes,
or approximately three times the average amount paid by U.S. workers in the rest of the
economy.

These figures are driven in large part by exports. In 2009, the biopharmaceutical industry
exported $46 billion, or approximately 5 percent of total U.S. goods exports, making the United
States the world’s third largest pharmaceutical exporter. This made the biopharmaceutical sector
the second largest U.S. export sector (after acrospace products and parts).” Our industry has
shown steady and strong export performance in the recent past, with 2009 marking an increase
from $36.7 billion in 2007 and $41.7 billion in 2008.*

As strong as our recent performance has been, it could be even stronger. Barriers to exportation
still remain, as do limits on the ability to market and distribute innovative biopharmaceutical
products in particular countries. We are encouraged by the important steps the pending KORUS
FTA makes towards eliminating those barriers and creating new export opportunities that will
lead to high-skilled, high-value job creation in the United States. Moreover, we believe that the
KORUS FTA should serve as the model to build off of in future trade agreements, including the
TPP. Such trade agreements benefit not only the biopharmaceutical sector, but also key U.S.
trading partners and the global economy.

3
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7 U.S. International Trade Commission, Trade DataWeb, accessed February 1, 2011, at http://dataweb. usitc.gov/ (query run of U.S.
domestic exports classified by 4-digit NAIC code).
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The KORUS FTA Represents a “Gold Standard” for Opening Foreign Markets to U.S.

Biopharmaceutical Innovative Products and Protecting the Intellectual Property
Embedded in Those Products

PhRMA views the KORUS FTA as the model for other FTAs, including the TPP that the United
States may pursue. The agreement’s provisions represent the most thorough articulation in any
U.S. FTA of commitments to open markets, institute ethical business practices, promote
transparency, and strengthen the protection of intellectual property rights, The comprehensive
commitments in the KORUS FTA represent an excellent model to build on for future FTA
negotiations, including the TPP.

As the world’s 14™ Jargest economy, Korea represents an important export market for U.S.
biopharmaceutical companies, despite the reality that the operating environment in Korea has for
many years presented our industry with numerous challenges. Given that Korea has a single-
payer system, the most important hurdle that must be overcome in gaining access to the national
healthcare system is being granted a meaningful right to participate in the Korean market. The
KORUS FTA accomplishes this important objective by establishing a level playing field so that
U.S. research-based biopharmaceutical companies can compete on equal terms with Korea’s
domestic firms. Without appropriate market access for innovative pharmaceutical
manufacturers, Korean patients may not be able to benefit from the most innovative therapies
and treatments. Korea’s national health insurance system is in the position of unilaterally
determining which new medicines are available to Korean patients and at what prices they may
be sold. Innovative biopharmaceutical products, which are mainly imported into Korea by U.S.
and other multinational companies, only gained access to Korea’s national healthcare system in
August 1999. Since then, biopharmaceutical companies in the United States and other countries
have struggled to overcome various impediments to operating successfully in the market,
including, but not limited to:

e A government pricing and reimbursement (P&R) system that is non-transparent and heavily
focused on price-cutting and cost-containment, and not sufficiently concerned with
rewarding innovation;

* Decisions that are not science-based and do not reflect international norms and best practices;
and,

e Use of unethical business practices by local industry that led to efforts by the Korean
Government to impose new (and still emerging) disciplines on the ability of
biopharmaceutical companies, both foreign and domestic, to provide physicians with the
latest information on innovative medicines.

Faithful implementation by Korea of the provisions negotiated in the KORUS FTA will make
many meaningful strides toward addressing these issues and ensuring that U.S.
biopharmaceutical companies have fair and non-discriminatory access to this important market.
Moreover, the Pharmaceuticals and Medical Devices chapter of the KORUS FTA provides a
strong precedent for future U.S. free trade agreements. Overall the chapter sets a high standard
for market-opening that our industry would support replicating and building on in future U.S.
FTA negotiations.

-3-
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Key provisions in the KORUS FTA that help to address the issues listed above are as follows:

A set of agreed general principles that underscore the importance of:

Adequate access to biopharmaceutical products in order to provide high quality healthcare
and reduce overall healthcare expenditures;

Economic incentives and competitive markets to provide conditions that encourage the
development of biopharmaceutical products;

Government support for research and development, intellectual property protections, and
other incentives for innovation; and

Promoting innovation and access to pharmaceuticals through transparent and accountable
procedures.

Lack of transparency in Korea’s reimbursement and product listing decisions is a difficult, long-
standing issue for U.S. biopharmaceutical companies. Therefore, PRRMA has been especially
pleased with the forward-leaning, extensive transparency provisions in the Pharmaceuticals and
Medical Devices chapter of the KORUS FTA, which:

Ensure that, in general, laws, regulations and procedures are published for review and
comment before they are adopted, and that all stakeholders have a meaningful opportunity to
provide comments;

Make available a process whereby the applicant for listing of a pharmaceutical product for
reimbursement may obtain independent review of the original listing determination and the
level of reimbursement;

Ensure that applicants receive meaningful and detailed written information regarding the
bases for recommendations or determinations related to listing or reimbursement decisions;
and

Create a Medicines and Medical Devices Committee, co-chaired by health and trade officials,
to monitor and support implementation of and promote discussion of issues related to the
Pharmaceuticals and Medical Devices chapter.

The KORUS FTA contains other important provisions that ensure strong protection of
intellectual property rights, the lifeblood of the biopharmaceutical industry. These provisions
include, in particular:

Agreement by Korea to establish effective patent enforcement mechanisms to help prevent
patent-infringing products from gaining access to the market;

Provision of at least a five-year period of data protection (i.e., a period during which persons
other than the originator of proprietary data are prohibited from using that data to meet safety

and efficacy standards in the marketing approval process); and

4.
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e The possibility that the term of a patent can be adjusted to compensate for unreasonable
delays that occur in the patent registration and marketing approval processes.

Korea’s willingness to take concrete steps to increase the protection and enforcement of
intellectual property rights will be highly beneficial to Korean, U.S., and other foreign firms, and
to Korea’s own goal of enhancing its life sciences sector.

With the expected entry into force of the EU-Korea Free Trade Agreement on July 1, 2011, the
urgency of implementing the KORUS FTA becomes evident, particularly if U.S. exporters are to
have access to Korea’s market comparable to that enjoyed by their counterparts within the
European Union. PhRMA applauds the action by the House Ways and Means Committee to
hold its hearing on January 25 to begin the important process of moving the KORUS FTA
forward expeditiously over the months ahead.

For the U.S. biopharmaceutical industry, the KORUS FTA, particularly its transparency and
intellectual property rights provisions, represents a 21" century standard that should stand as a
model for other U.S. free trade agreements, including the TPP that is currently being negotiated.
As demonstrated in this submission, entry into force of the KORUS agreement will enable the
innovative biopharmaceutical industry to put its export “muscle” to work, growing the U.S.
economy and contributing to the creation of high-paying and high-skilled U.S. jobs in the
process. Our industry looks forward to the day when the KORUS Agreement is in force, and our
access to Korea’s market becomes more stable and predictable as a result of its path-breaking,
market-opening provisions.

The Role of Trans-Pacific Partnership Negotiations in Shaping the Global Competitiveness
of the U.S. Innovative Biopharmaceutical Industry

PhRMA favors the TPP negotiations as a comprehensive policy mechanism for addressing
commercially meaningful intellectual property rights and removing market access barriers that
hamper our industry’s global competitiveness, particularly with the four countries with which the
United States does not have existing free trade agreements (Brunei Darussalam, Malaysia, New
Zealand and Vietnam). This is especially important given the likelihood that the TPP will serve
as a “docking station” for other countries in the Pacific region (including possibly China, Japan,
and Canada, to name a few) to join on to in the future.

A strong TPP template that builds on the elements of the KORUS FTA and establishes a new
model for future U.S. free trade agreements will best enhance the ability of the U.S.
biopharmaceutical innovative industry to expand U.S. exports and create high-skilled, high-value
science and engineering jobs.

Key elements the TPP should contain to achieve these goals include:

e Provide clear, market-based support for innovation. The TPP agreement should include
specific commitments to promote regulatory transparency, accountability and objectivity,
particularly in government drug approval and drug reimbursement processes. Regulatory
barriers can too often result in delaying or restricting patient access to the latest innovative
medicines. Restrictions on biopharmaceutical reimbursement proposed as fiscal policy

-5
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measures often are disproportionate to the share of pharmaceuticals relative to overall
healthcare expenditures. The KORUS FTA addresses this issue. For example, it contains a
commitment to promote the development of high-quality patented and off-patent
biopharmaceutical products as part of improving public health as well as the obligation to
appropriately recognize the value of patented products when setting government
reimbursement levels.

Engage on foreign government price control and cost containment policies. Government
price controls and cost containment policies include a wide range of practices, including for
example, direct and indirect price controls, profit controls, ad hoc government price cuts,
international and therapeutic reference pricing, mandatory rebates, physician budget
constraints, marketing approvals, limits on promotion of medicines, and many others. Such
policies can delay or reduce the availability of new medicines and limit market entry
prospects for U.S. biopharmaceutical companies. The TPP provides the opportunity to
engage other governments on the broad range of policies used to control prices and contain
costs in the biopharniaceutical sector.

Maintain high-standard protection for intellectual property rights, coupled with
rigorous enforcement. High-standard protection for and enforcement of intellectual
property rights provide the framework for U.S. companies to retain high-quality knowledge-
based jobs in the United States, and for U.S. innovative companies to continue to invest in
technological advances. This is no less true for U.S. biopharmaceutical firms, which depend
on strong IP protection to provide market-based incentives for innovation, creativity and
advanced global drug discovery, the benefits of which improve patient care around the world.
Strong P enforcement and protection help to maintain the levels of R&D investment
required for development of new medicines.

Promote greater transparency in government policy and regulatory decision-making.
Decisions on how drugs are approved, regulated, procured and made available to patients
should be made transparently and be guided by scientific principles. Manufacturers and
other stakeholders should have meaningful opportunities for input to health authorities and
other regulatory agencies regarding these decisions, and a right of appeal on specific
decisions to an independent, objective court or administrative body. These issues affect
innovative and generic manufacturers alike and deserve attention in the TPP negotiations.9

Ensure the TPP empowers patients. Patients, physicians and other healthcare providers are
key stakeholders in government regulatory and policy decision-making processes. The TPP
should require that all stakeholders have access to the information necessary to allow them to
make informed decisions.

The TPP should require governments’ healthcare programs to respect the specialized
expertise and therapeutic judgment of all healthcare providers, including physicians
and nurse practitioners. Healthcare professionals should have the freedom to prescribe
medications that best address patients’ needs.

? See, for example, PARMA-GphA Joint Transparency Principles.
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The TPP and U.S. Trade Policy in General Should Address Other Governments’ Trade
Policies that Limit the Ability of U.S. Biopharmaceutical Companies to Compete

The long-term importance of the TPP for the U.S. biopharmaceutical industry is that it will limit
the ability of future parties to the agreement to implement policies that discriminate in favor of
domestic producers while restricting the ability of U.S. biopharmaceutical companies and other
multinational firms to compete. Such violations of national treatment often appear to be
prohibited by existing international trade agreements. Despite these existing agreements,
however, governments have succeeded in imposing discriminatory rules and practices adversely
affecting the market access of innovative biopharmaceutical producers. Often these rules exploit
gaps in the trade agreement disciplines on national treatment. Examples include:

e Requirements to establish local manufacturing or transfer intellectual property.
Indonesia, though not currently a participant in the TPP negotiations, could join the TPP at a
later date, or may decide to participate in a future Free Trade Area of the Asia Pacific
(FTAAP) as a member of the Asia Pacific Economic Cooperation (APEC) forum. Indonesia
has issued a government decree that sets unreasonable conditions for market entry. Only
companies meeting Indonesian licensing requirements will be allowed to obtain marketing
approval for their hiopharmaceutical products. Tn order to obtain such regulatory approval,
companies must either establish a factory in Indonesia or transfer sensitive intellectual
property to a local Indonesian company. Licensing requirements generally are used in the
biopharmaceutical sector to ensure that producers meet globally recognized good
manufacturing and good distribution practices. Indonesia’s decree, however, uses licensing
requirements as a means of severely limiting access to its market for our sector.

e De facto bans on imports. Some governments impose additional requirements on
biopharmaceutical producers that, in effect, prevent market entry. An example would be
failure by a government to recognize the internationally accepted certification of good
manufacturing practices (GMP) from another country unless a mutual recognition agreement
(MRA) with that country is in place. Such a measure amounts to a de facto ban on imports in
the guise of sound health policy.

Conclusion

The U.S. biopharmaceutical industry is both a leading export industry and a strong contributor to
U.S. economic expansion through the creation of high-skilled, high-value, knowledge-based
jobs. As such, our industry relies heavily on comprehensive, high-standard trade agreements to
open foreign markets and help create new export opportunities for U.S. biopharmaceutical
innovative medicines. Qur industry supports trade agreements that provide strong and
comprehensive protection for intellectual property rights, make government pricing and
reimbursement policies more transparent and accountable and remove discriminatory trade
barriers that limit or prevent entry for U.S. research-based medicines.

PhRMA looks forward to the speedy ratification of the KORUS FTA. Its “gold standard”
provisions recognize the value of innovation, increase transparency and create a Medicines and
Medical Devices Comumnittee for addressing future developments in our sector, and establish a

-7-
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model for the TPP and future U.S. free trade agreements. Accordingly, we greatly appreciate the
Committee’s efforts to push for approval of the KORUS FTA in as early a timeframe as possible.

Finally, the TPP negotiations represent an opportunity to raise the level of trade commitments by
key U.S. trading partners on the protection of intellectual property rights and related
undertakings affecting market entry and competitive opportunities for the U.S.
biopharmaceutical industry. We believe the TPP’s ambition should be to provide a template for
future trade liberalization, not only in the Asia Pacific region, but also for future U.S. free trade
agreements with potential trade partners in any part of the world. The U.S. biopharmaceutical
industry is global in scope, and we have the potential to increase our R&D investment and level
of U.S. employment every time foreign markets become more open. Using U.S. trade
agreements, and U.S. trade policy broadly, to address and dismantle trade barriers our industry
faces in overseas markets is a winning strategy that adds to the innovative capacity and global
competitivencss of the United States, while also expanding valuable employment opportunities
for knowledge-based workers. PhRMA looks forward to working with the Committee and its
Members in support of the objectives outlined in this Statement.
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GE is the world's largest diversified infrastructure company. Marrying
technological innovation with world-class talent, we seek to tackle this generation’s
higgest challenges — supplying the world with sustainable energy, affordable healthcare,
efficient transportation and accessible finance. In so doing, we directly employ more
than 133,000 people throughout the United States, and support thousands of additional
jobs through our suppliers.

International markets are vital to our company and its U.S. operations. GE
today operates in more than 100 countries. Last year, more than 55% of the company’s
revenues derived from overseas sales. Just as examples: more than 70% of the
commercial aircraft engines shipped from our Evendale, Ohio facility were destined for
international markets, as were more than 80% of the gas turbines manufactured in our
Greenville, South Carolina plant. Simply stated: international markets make U.S. a
stronger American company and support hundreds of thousands of U.S. jobs.

The importance of international markets to our company will only increase
over time. With 95% of the world’s consumers outside the U.S. and the dramatic
growth of markets in Asia, Latin America, the Middle East and Africa, we believe that an
increasing percentage of GE’s U.S. operations will be tied in some form or another to
international markets.

GE’s success in these markets will be based on a number of factors. One
important factor is how effectively our company organizes and engages in these
markets. To that end, we have recently announced a broad reorganization of our
international operations to make us a more effective company globally. A second factor
is U.S. government policies that underlie and enable U.S. competitiveness broadly -
including in areas like education, infrastructure, and tax policy. A third factor —the
focus of today’s hearing —is U.S. trade policy.

U.S. trade policy is critically important to companies like GE. We believe that
effective trade policy has at least three elements: (1) an active and sustained
international campaign to open markets and remedy trade distortions; (2} a competitive
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program to promote and support American exports; and (3) development policy that
prioritizes building and sustaining open and transparent international markets.

Open Markets

GE sees market-liberalizing agreements, whether bilateral, multilateral or
regional, as important tools to create economic opportunities that benefit U.S.
companies and American workers. ! The U.S. succeeds when markets are open to our
products, and we need to seize opportunities for increased trade liberalization. We
applaud the Administration’s decision to submit the Korea-U.S. (KORUS) Free Trade
Agreement to Congress for its approval. This one FTA alone will help create an
estimated 72,000 jobs, while failure to enact it could result in the loss of 345,000 U.S.
jobs. 2 We similarly would urge that the Colombia and Panama FTAs be promptly
submitted and approved as well. Both are markets that are growing in importance in
Latin America and it is important that we move those agreements forward.

We also applaud the Administration’s decision to continue the Trans-Pacific
Partnership negotiations. This agreement, together with KORUS, will help demonstrate
America’s commitment to and leadership in Asia, a region where multiple preferential
trade agreements have been concluded without the United States.

Nor can the United States’ efforts to open markets abroad rest with the TPP.
We strongly urge prompt pursuit of additional free trade agreements, including,
importantly, a zero tariff arrangement with the EU. We also urge plurilateral sectoral
agreements, starting with environmental goods and services and healthcare products
and services.

Additionally, we urge the Administration to look hard at what specific
commitments are encompassed in the TPP and other trade initiatives going forward. In
particular, we believe that any 21* Century trade agreement must discipline (i) the
market-distorting challenges posed by state-owned and state-influenced entities, which
play an increasingly important role in global commerce, {ii) initiatives to condition
market access on forced transfer of technology, (iii) the growth of requirements
conditioning market access (including access to government procurement markets) on
localization of production; (iv) the use of product and service standards to undermine

! See, e.g., “The Benefits of Trade Liberalization,” (Business Roundtable) {(“The benefits of liberalized
trade are apparent from our past trade agreements. The North American Free Trade Agreement (NAFTA}
and the World Trade Organization {WTQ) agreements increased U.S. gross domestic product {GDP) by $40
biilion to $60 billion a year. When that is combined with fower prices on imported products, the average
American family gained $1,000 to 31,300 a year from these two agreements.”)

% Laura M. Baughman & Joseph F. Francois, Failure to implement the U.S.-Korea Free Trade Agreement:
The Cost for American Workers and Companies, (Nov. 2009).

2
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market access, and (v) doing-business challenges posed by weak transparency and rule-
of-law.

While we continue to pursue bilateral and regional liberalization, we must also
work to continue to strengthen the multilateral trading system. Most immediately, we
need to bring Russia into the WTO. As the largest economy outside the WTO, Russia’s
accession will be an important affirmation of the importance of the multilateral trading
system, and will also help to enhance market access, increase regulatory transparency,
and strengthen rule of law in this growing economy.

There still remains time — and sufficient prospects — to move the Doha Round
forward this year. As strong believers in the importance of a robust multilateral trading
system, GE is concerned about the failure to bring the Doha Round to conclusion after
more than 10 years of negotiations. That said, we believe strongly that any multilateral
trade deal — particularly one that has taken this long to conclude — must offer real trade-
enhancing benefits.

While we press forward to negotiate new market-opening agreements
bilaterally, regionally and multilaterally, we need to continue to resist protectionism at
home and abroad. Domestically, we need to resist the temptation to resort to
initiatives, like “Buy America” government procurement restrictions, which invite similar
measures around the world, diminish our status and credibility as an advocate for free
trade, and erode our competitiveness. Internationally, we must ensure that our current
trade agreements are being implemented by our trading partners and act to enforce
them when we see violations occurring. We need to insure a level playing field where
trade laws and intellectual property rights are respected globally.

Trade Promotion and Finance

The President’s goal of doubling exports over the next five years is
commendable. We have done that at GE over the past five years, doubling exports from
$8 billion in 2004 to $18 bitlion in 2009. The President’s goal is an important call to arms
to the American public and private sectors to focus on the importance of engagement in
international markets. While doubling U.S. exports will require a change in mindsets —
thinking of ourselves as an internationally-focused economy — it also requires reform of
the government programs that support and govern U.S. exports. In 2009, U.S. exports
supported 8.5 million U.S. jobs.?

As a start, we need to greatly expand and modernize U.S. export finance.
Financing is increasingly the determinant of international competition, particularly with
respect to major infrastructure projects. Many of our international competitors —

3 Report to the President on the National Export Initiative, September 2010
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whether state-owned enterprises or private sector —- bring sovereign-backed financing
from their governments to the table. Canada’s export credit agency has a budget four
times that of our Export Import Bank, with a population that is one-tenth our size.
Japan’s export financing is almost seven times the size of Ex-Im with a population that is
one-third. It is also important to refocus the mandate of the Overseas Private
Investment Corporation (OPIC) and expand the U.S. Trade and Development Agency
(USTDA), two smail agencies that provide vital support to our companies as we compete
globally.

U.S. export finance institutions not only need to be better resourced, they
need to be free of restrictions that unnecessarily restrict the effectiveness of export
finance, especially versus global competitors. High U.S. content requirements, outdated
cargo preference requirements, and other regulatory restrictions bog down U.S. export
support agencies and render them far less nimble and competitive than their global
counterparts. The result, of course, is fewer U.S. exports and fewer U.S. jobs. While
large companies like GE have resources to navigate the complex maze of U.S. export
finance — and other alternatives where Exim financing is not available — small and
medium-sized enterprises are particularly adversely affected by these weaknesses.

Exim Bank financing alone helped support 200,000 jobs in 2009.*

The U.S. also needs to dramatically scale-up its export promotion. We need to
put American exporters at the forefront of our diplomacy. Chancellor Merkel has led
four trade missions to China in the past five years, bringing German business leaders for
face-to-face meetings with China’s rulers and helping to secure billions in contracts for
German companies and their workers. We should enhance commercial advocacy
through the Commerce and State Departments, and at senior levels of government and
in our embassies. Relative to the size of our economies, Germany’s government invests
twice as much as the United States on export promotion. We should particularly focus
on enhancing USG export promotion resources in the fastest growing, emerging
markets. Support for our exporters also includes simple things like leadership on
technical standards. The international arms of U.S. technical agencies, like the
Departments of Transportation and Energy, need to be better resourced and more
involved in the export advocacy game, working with developing countries and
international institutions to develop standards and regulations that work for U.S.
companies.

Finally, support for exports includes removing self-imposed obstacles. We
support the Administration’s effort to modernize our export control regime and focus
on key, truly sensitive technologies, decontrolling technology that is widely available or
no longer sensitive. We need to revise our customs laws to enhance efficiency and
revamp our visa programs to keep pace with the way businesses need to move around

*1bid.



207

employees, partners and customers. We should also create a fast-track program to
allow timely issuance of visas to commercial visitors

Development Policy

For too long, development policy has been divorced from trade policy.
Integrating our international development efforts with our trade policies will make both
stronger. A more trade-focused development policy will help countries in the bottom
quarter of the world economy climb up the ladder, by bringing them into the global
trading system. Raising these countries out of poverty will not only go a long way
towards promoting our national security, but as those countries develop, they will
become bigger consumers of U.S. products, ranging from consumer products to
infrastructure.

As a start, we need to renew, reform and expand programs like the
Generalized System of Preferences, the Andean Trade Preferences Act and the African
Growth and Opportunity Act, which provide limited duty free access to the U.S. market
for less developed countries. We should supplement these trade preference programs
with targeted aid that builds their institutional capacity. For the most part, these
countries are selling products that do not compete with products produced in America.

Second, we need to update our aid agencies to work effectively with American
business so that we will get greater development impact from our limited aid doliars.
We need our companies to bring their resources, expertise and know-how to the
developing world. When American companies invest overseas we bring with us our
world class training programs, ethical business practices, technical expertise, and
management, labor and environmental practices. Most importantly we bring economic
opportunity. Aid agencies need to provide capacity building that facilitates and
promotes investment by U.S. companies. It is only by working together and integrating
economic development and trade that we will be successful in creating jobs, both in the
United States and overseas and promoting global growth.

*

In closing, we appreciate the opportunity to offer this written testimony before
the House Ways & Means Committee and commend it for convening this hearing on this
important topic. GE stands ready to work with the Committee and with the Executive
Branch to design and implement a trade policy that works for the 21 Century.
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The AFL-CIO embraces international trade and does not fear globalization. That is
because we believe that it is possible to construct a fair, flexible, rules-based global
trading system that will contribute to the generation of high quality, well-paying jobs in
advanced manufacturing and services in the United States while at the same time
incorporating the billions of workers living in developing countries into the global
economy in decent and dignified work. This is not only desirable but absolutely
necessary to our collective future. However, the global trading system is not now
working for workers here or elsewhere. It remains plagued by enormous imbalances,
both between countries and within countries. And the myriad trade-related rules
currently place substantial limits on governmental policy space, prioritizing the rights of
capital over democratically elected governments and people. This must change.

The three pending Bush-era bilateral trade agreements, supported by the current
administration as key components of its National Export Initiative, will not however set
us on a jobs-centered path to balanced global growth that we desperately need.

JOBS?

From our past experience, we have serious doubts that these three trade agreements
(FTAs) will produce the number of jobs touted (and certainly not the number of jobs
needed). According to the 2010 study of the U.S. International Trade Commission (ITC),
the US-Korea FTA is actually predicted to contribute to a growing goods trade deficit
between the U.S and the world and will lead to output and job losses in the U.S.
manufacturing sector upon full implementation. This is the optimistic view. The
Economic Policy Institute (EPI) projects that the FTA would actually displace about 159,
000 U.S.-based jobs within the first seven years after it took effect. A more recent, and
unofficial, study by the USITC prepared in 2011 at the request of the Senate Finance
Committee (using questionable assumptions) still finds an increase in the overall goods
trade deficit and some losses in U.S. manufacturing, while touting an increase in service
sector jobs. The promise of jobs is even more attenuated with the Colombia and Panama
trade agreements. With Colombia, the USITC predicts that the FTA will support
virtually no U.S. jobs. At best, it points to a handful of jobs in the rice production sector
- not the kind of high quality, 21™ century jobs we need. Results are similar for Panama.



209

GOOD JOBS?

Unless worker rights are respected in law and in practice, we can be sure that whatever
gains from trade there may be will not be equitably distributed. Major labor rights
concerns persist in each of the three FTA countries, as well as in our own.

There is a commonly-held misperception that South Korean labor laws are high quality
and that labor relations are free of the repression and violence found elsewhere.
However, the regular reports of the International Labor Organization (ILO} indicate
clearly that South Korea is not in compliance with core labor rights regarding freedom of
association, collective bargaining and the right to strike. In practice, workers are
routinely fired for trying to form a union. Employers frequently opt to use temporary and
subcontracted “irregular” workers, under far inferior wages and working conditions, and
at times in defiance of legal restrictions on hiring workers under these modalities. And
workers undertaking legal and peaceful strikes can still find themselves subject to
substantial fines and/or imprisonment. The use of police by company managers in labor
disputes is an all too common practice. Indeed, workers in both the U.S. and Korea have
jointly expressed their concerns that without bold action labor conditions in both
countries will continue to deteriorate.

Despite this, USTR has expressed a reluctance to press the government of South Korea to
address these concerns before implementation of the trade agreement. Failure by the
Obama Administration to ensure that outstanding labor rights concerns are addressed
fully in the first agreement it intends to submit to the Congress for ratification would send
a very troubling signal.

In Colombia, the problem remains the continued assassination of trade unionists and the
failure to prosecute those responsible for planning or carrying out the crimes. Last year
was another bloody year for Colombian trade unionists. The well-respected National
Labor School in Colombia estimates that there were 46 murders and 19 attempted
murders. Nearly 300 trade unionists received death threats. Eleven of these murders
took place under the new Santos Administration, which took office in August 2010. In
total, over 2,850 trade unionists have been murdered since records were systematically
collected in 1986. During the same period, there were 276 attempted murders, 218
forced disappearances, at least 4,935 death threats and 1,721 forced displacements.
These figures confirm a clear and sustained intent to exterminate trade unionism. Yet, no
one has been held responsible in 94% of these murder cases.

Additionally, the ILO has identified numerous ways in which Colombia’s labor laws fall
short of the core labor rights, the international minimum set of rights to be guaranteed by
all countries regardless of level of development. Colombia has made very little progress
in passing the laws and regulations necessary to comply with these international norms.
Further, the government of Colombia has an abysmal record enforcing the labor laws
currently on the books. Colombia must bring its laws into compliance with international
rights and begin to establish a record of sustained enforcement of its labor laws and
regulations. Labor law reform, no matter how positive, will be insufficient in the absence
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of evidence of a sustained and systematic effort to enforce the law. Of particular concern
to us is the proliferation of indirect forms of employment which limit or exclude millions
of workers from the coverage of the labor code.

Finally, Panama has not yet addressed the range of laws and regulations necessary to
comply with the labor obligations of the trade agreement, including limitations on
collective bargaining in new companies and in the export processing zones. Further, in
2010, the government severely weakened labor rights in a special econoniic zone which
is to be used to export goods to, among other countries, the United States. Another etfort
to weaken the law in other important respects was repealed only after thousands took to
the streets in protest; at least two were killed and hundreds were wounded and/or detained
by the police. There is also no evidence that Panama has implemented and is fully
enforcing decrees passed in 2009 to prevent the illegal use of temporary contracts and
subcontracting, as these practices continue unabated.

WHAT SHOULD BE DONE RIGHT NOW?

If we are serious about creating jobs and global rebalancing, the immediate priority
should be addressing cutrency imbalances. As explained in December 2010 by Paul
Krugman, Nobel laureate and world-renowned expert on trade economics: “If you want a
trade policy that helps employment, it has to be a policy that induces other countries to
run bigger deficits or smaller surpluses. A countervailing duty on Chinese exports would
be job-creating; a deal with South Korea, not.” The decision of the Treasury on
February 4, 2011 not to name China a currency manipulator weakens Treasury’s
credibility on this matter. Congress should act immediately to pass legislation that will
encourage the administration to address currency manipulation through multilateral
negotiations and WTO action.

The Obama Administration must alse work to help raise living standards for workers by
promoting compliance with basic labor rights around the world. The fundamental and
growing imbalance between the rights of employers and workers is leading to lower
wages and the further deterioration of employment conditions. When workers have a
voice on the job, it is not only workers who benefit. Unionized firms can be more
productive and efficient as well trained, secasoned workers stay on the job longer and
contribute to the firm’s overall success. The improvement in wages also helps increase
aggregate demand, which creates a virtuous circle.

At the same time, there arc things we can do to create jobs and improve the
competitiveness of U.S. workers. The Obama Administration should pursue policies
including: ending tax policies that discourage exports; continued and effective
enforcement of U.S. trade laws to encourage fair trade practices; additional public
investment in infrastructure, research and development; substantial resources directed
toward lifelong learning and workforce development; and, of course, creating a strong
legal environment where US workers can organize and bargain collectively. Export
powerhouses like Germany have done all of these things. It is time we do the same.
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Finally, as the Obama Administration pursues its own, new trade initiative, the Trans
Pacific Partnership (TPP), it is critical that it truly dedicate itself to building a trade
architecture through a combination of international and domestic policies that puts a
premium not on trade as an end in itself but trade as a means of generating quality jobs
and broadly shared prosperity. Unfortunately, we are secing few signs of change. The
bulk of the internal negotiations remained confined to closed door meetings with
industry, and the proposals on the table, as far as we can ascertain, are little different than
what we have seen in the past.

CONCLUSION

The AFL-CIO wants to support an Obama trade agenda. Unfortunately, we have no
choice but to oppose the US-Korea FTA. We appreciate the administration’s
considerable effort to renegotiate the auto related provisions; however, our concerns went
beyond that issue alone. With regard to Colombia, we long ago spelled out exactly what
needs to be done with regard to anti-union violence, impunity and labor law reform.
However, despite a welcome change in rhetoric by the Santos Administration,
meaningful reforms that would contribute to lasting change in the country have yet to be
taken. And, Panama still has additional steps to take to demonstrate that workers will be
able to exercise their fundamental labor rights. Importantly, the TPP represents an
extraordinary opportunity for this administration to get trade right. We urge the Obama
Administration to undertake the reforms necessary to make this trade agreement one that
will generate broadly shared economic prosperity — not perpetuate the NAFTA legacy.

AFL-CIO

815 16" Street, NW
Washington, D.C.
202-537-5000
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Public Citizen is a national, nonprofit public interest organization with 150,000 members and supporters
that champions citizen interests before Congress, the executive branch agencies and the courts. We
thank Ways & Means Committee Chairman Dave Camp (R-Mich.), Trade Subcommittee Chairman
Kevin Brady (R-Texas), Committee Ranking Member Sander Levin (D-Mich.) and Trade Subcommittee
Ranking Member Jim McDermott (D-Wash.) for the opportunity to testify for the record on President
Obama’s trade policy agenda. Chairman Camp has identified as a particular focus for this hearing the
proposed trade agreements with South Korea, Panama and Colombia.

Government and independent estimates show that approval of any of these trade agreements, which
replicate many terms of the North American Free Trade Agreement (NAFTA) and the Central America
Free Trade Agreement (CAFTA), will be a net negative for U.S. jobs, our economy, reining in Wall
Street abuses, and the environment. Moreover, they will open a wide range of routine public interest
policies to attack outside of the U.S. court systeim, where multinational corporations will be empowered
to make claims on taxpayer funds for measures that interfere with investors’ expectations or future
expected profits. At a time of high unemployment, it would be politically perilous for any member of
Congress to vote for any NAFTA-style trade deal that is expected to kill jobs, much less the most
economically significant one since NAFTA.

This testimony will focus primarily on the U.S -Korea “free trade agreement”™ (FTA), which is projected
to cost American jobs, and which the government’s own estimates suggest will increase the U.S. global
trade deficit. But the NAFTA-style deals with Colombia and Panama are virtually identical, and have
their own special problems, which we address at the end of the testimony.

Korea Trade Deal: An Increased U.S. Trade Deficit and More U.S. Job Loss

The Korea FTA is projected to be a net negative for the U.S. economy and jobs. In fact, the pact’s chief
negotiator, Ambassador Karan Bhatia, offered a frank assessment while he served as President George
W. Bush’s deputy U.S. trade representative. In an October 2006 speech to a Korean audience, Bhatia
said that it was a “myth” that “the U.S. will get the bulk of the benefits of the FTA.” He went on to say,
“If history is any judge, it may well not turn out to be true that the U.S. will get the bulk of the
benefits, if measured by increased exports.” He added that, in the instance of Mexico and other
countries, “the history of our FTAs is that bilateral trade surpluses of our trading partners go
up,” meaning that the U.S, trade deficit with those countries increased.!

A study by the Economic Policy Institute examined the U.S. historical experience with major changes in
bilateral trade policy — namely changes in trade flows with Mexico and China after NAFTA
implementation and Chinese World Trade Organization (WTO) accession, respectively. It used this as a
basis 1o determine the likely impact of the Korea FTA on trade flows and jobs.” EPI found that
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implementation of the Korea FTA would boost the U.S. trade deficit with Korea by $13.9 billion
over the next seven years.® This rise in the trade deficit, in turn, would cost the U.S. economy
about 159,000 net jobs.* This is equivalent to losing 90 percent of the manufacturing jobs in Detroit.”

Public Citizen conducted a similar exercise in our report “Lies, Damn Lies and Export Statistics: How
Corporate Lobbyists Distort Record of Flawed Trade Deals,” available at: http:/bit.ly/bx3JIn.
Examining the relative export growth record to the broader set of America’s 17 FTA partners, we found
that American exports to FTA countries have on the whole grown at less than half the pace of U.S.
exports to countries with which we do not have such pacts. If the difference between the FTA and
non-FTA export growth rates for goods for each year were to be put in dollar terms, the total U.S.
FTA export “penalty” would be $72 billion over the past decade.®

The U.S. International Trade Commission (USITC), an independent federal body that analyzes the likely
effects of trade agreements for Congress and the executive branch, made projections of the effects of the
Korea FTA based on a mathematical model of the global economy (a computable general equilibrium
[CGE] model). The USITC found that the Korea FTA would result in an increase in the total U.S.
goods trade deficit of between $308 million and $416 million.” Imports are projected to increase by
$5,100 million to $5,692 million, and exports will increase by $4,792 million to $5,276 million.

The December 2010 supplemental deal — which extended the time period for but did not eliminate the
tariff phase-out for certain autos and trucks — does not alter these findings. That is because the USITC
model looks at the change in trade flows when the agreement is fully implemented and tariffs are fully
phased out. Given that the supplemental agreement did not alter ultimate tariff elimination, but only
altered timelines for cuts, it does not alter the USITC findings of an increased U.S. trade deficit.

In announcing his intentions to send the Korea FTA to Congress, Obama said, “I am very pleased that
the United States and South Korea have reached agreement on a landmark trade deal that is expected to
increase annual exports of American goods by up to $11 billion and support at least 70,000 American
jobs.”® A fact sheet that accompanied the release said, “With the U.S. International Trade Commission
(ITC) estimating that the tariff cuts alone in the U.S.-Korea trade agreement will increase exports of
American goods by $10 billion to $11 billion, advancing this agreement will secure the tens of
thousands of American jobs supported by those exports.”

President Obama’s use of the term “support” is
critical, as noted in a New York Times story, “Few
New Jobs Expected Soon from Free-Trade
Agreement with South Korea,”'® At issue is the net
total job impact. However, the figure Obama cites
South Korea, not.” Ii!(e'ly only reﬂe‘ct‘s thg JTC’s projected gains 011‘;510
- Paul Krugman, “Trade Does Not Equal Jobs,” pnllpn to $11 billion in U.S. exports to Korea. "' It
The New York Times, Dec. 6, 2010 is likely that Obama’s jobs number was then
derived by multiplying the estimated gain in
bilateral exports by an exports-to-jobs ratio without including the estimated increase in imports. A
recent International Trade Administration report estimated that every $150,000 in U.S. exports supports
one American job.'* Applying this exports-to-jobs ratio to the ITC figure yields an estimate of 66,667~
73,333 jobs. This notably does not include the other side of the calculation — U.S. jobs lost to imports.

“If you want a trade policy that helps
employment, it has to be a policy that induces
other countries to run bigger deficits or smaller
surpluses. A countervailing duty on Chinese
exports would be job-creating: a deal with

1t is misleading to discuss just exports when examining the potential economic and jobs impact of trade
agreements. Just as greater exports tend to support more jobs, greater imports tend to eliminate jobs — all
else being equal. The 70,000 figure ignores the USITC’s import estimates entirely. If we were to
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account for the effects of imports, use this same method of jobs calculation and consider the
USITC’s estimate of the effect of the Korea FTA on the U.S. global trade balance (available on
Table 2.3 on page 2-14 in the USITC report), we would find that the Korea FTA would cause a net
loss of U.S. jobs, since the trade deficit will increase by $308-416 million. Even if only the USITC’s
projections on the bilateral trade flows with Korea were to be considered, more than 60 percent of the
job gains from exports would be wiped out from job losses due to increased imports from Korea.

Given that the fundamental question is what the Korea FTA would mean for America’s trade balance
and thus jobs, it is worth understanding the seemingly conflicting data in the USITC report. At first
glance the USITC study seems to suggest that the U.S. trade balance in goods (also known as
merchandise) will improve by $3.3-4.0 billion because this is the projected change in the bilateral trade
balance with Korea. However, due to the way that bilateral trade pacts affect global trade flows, the
Korea FTA’s results for overall U.S. trade balance in goods are dramatically different from the change
in the bilateral balance with Korea. Chapter 2 of the USITC report explains: “The last row in table 2.3
reports the simulated changes in total U.S. trade in sectors analyzed in this simulation. Total U.S.
exports of these commodities is expected to be higher by $4.8-5.3 billion, and total imports of
commadities in this analysis is expected to be higher by $5.1-5.7 billion.”'* Subtracting the import
figures from the exports figures reveal that the USITC study predicts the total U.S. trade deficit in
goods will increase by between $0.3 billion and $0.5 billion under the FTA. This finding in sum is
that the effect of frade diversion on U.S. exports is greater than the effect on U.S. imports, so the U.S.
trade balance with the world (including Korea) will

Tabie 1: USITC Estimates of Trade Bal

worsen after the FTA goes into effect, but the balance Effects of Korea FTA, Selected Industries

with Korea alone improveg The bottom-line USITC Change in U S.
finding of an increased U.S. trade deficit global trade
contradicts Obama’s stated purpose for passing the balance (millions
FTA — to promote his goal of deubling exports to of doflars) ™
create two million jobs. Low High

Motor vehicles and parts ($531) (5708)
The USITC study of the Korea agrecment indicates | Other transportation ($340) | (8203)
that jobs may be lost in many high-wage industries, | €guipment —
including auto manufacturing and electronics Electronic equipment @790) (&76%)
manufacturing. The average hourly earnings of Meta'i products (8169) | (5187)
workers in the electronic equipment manufacturing Textiles @16%) 1 %\’
industry, projected to lose a significant number of jobs, |APParel (856) @fm”
were $30.38 in 2008.'° This was 40.5 percent greater Iron-containing metals (565) »(S/‘o)

Total ($2,120) | {$2,289)

than the average hourly earnings of all workers
employed in the private sector.'® Table 1 shows what is driving these declines in employment in these
industries: large rises in the trade deficit in these sectors, totaling up to $2.3 billion for motor vehicles
and parts, other transportation equipment, electronic equipment, metal products, textiles, apparel and
iron-containing metals.

Table 1, above, displays the USITC’s estimates of the trade balance impact upon a few sectors of the
U.S. economy where it projects the FTA will cause deficits: motor vehicles, electronic equipment,
“other transportation equipment,” iron, metal products, textiles and apparel. The USITC developed
ranges for the statistically likely FTA effects, which are the “low™ and “high” estimates in Table 1.

The auto manufacturing industry may lose a significant number of workers due to the FTA.
Indeed, the Korea Automobile Manufacturing Association (KAMA) celebrated the December
2010 supplemental deal in the following terms: “The deal wiped off uncertainties in the world’s
largest automobile market and is forecast to drive up South Korean automakers’ market share in

3
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the U.S. ... Small and mid-size auto parts makers will also benefit from the elimination of
tariffs,”'” The USITC study projected that once tariffs are phased out, the sizable bilateral trade
deficit with Korea in autos and auto parts (Korean sent 500,000 autos here in 2010 while the U.S.
exported less than 6,000 to Korea'®) would increase by up to $1.3 billion,"

Koreans have not been purchasers of foreign cars. Given both strong “Buy Korean” social preferences
and various non-tariff barriers, total import penetration is four percent. To try to expand U.S. exports to
Korea, the supplemental negotiations concluded in December 2010 included a four-year waiver of
Korean auto fuel efficiency and emission standards for U.S. imports as well as a waiver of Korean auto
safety standards for up to 25,000 U.S. autos per U.S. Big Three maker — if there were demand for such
cars. (That is to say that there is no guaranteed access for 75,000 additional U.S. cars.) Other Korean
policies identified by the industry and the United Auto Workers as posing significant non-tariff barriers
were not waived.

Further, the Tow 35 percent domestic content rule for vehicles to obtain duty-free treatment was not
altered, meaning Korean assembled vehicles containing 65 percent Chinese and other inputs would gain
duty-free entry into the U.S. market. (Korea’s FTA with the European Union requires 55 percent
domestic content to obtain favorable tariff treatment and NAFTA requires 50 percent.) The elimination
of U.S. auto and truck tariffs and the low rule of origin requirements raise the question of whether
Korean auto firms now producing cars in the United States would continue their operations. The average
hourly earnings of American workers in the auto industry was $23.61 in 2008, 9.2 percent greater than
the average hourly earnings of all workers employed in the private sector ($21.62).% According to the
U.S. Bureau of Labor Statistics (BLS), total hourly compensation per worker, which includes both
wages and benefits, was $36.35 for American workers in the auto sector and $23.30 for Korean workers

in the auto sector in 2007, so compensation for American auto workers is about 56 percent higher.*'

Interestingly, the USITC predicted that, were the Korea FTA implemented, there would be an absolute
decline in the total value of exports in some manufacturing sectors, including electronic equipment,
other transportation equipment and iron-containing metals, not just a worsening of the balance. For
example, total U.S. exports of electronic equipment are expected to decline by $293 million to $381
million.* This is a particularly troubling development, since high-tech jobs are often touted as being the
“jobs of the future.”

The unfavorable U.S. employment effects of the Korea FTA projected by the USITC model can be
thought of as the minimum level of employment displacement and trade deficit increase that the pact
might bring about, given that past USITC projections have been overly optimistic. For example, a 1999
USITC study using roughly the same model estimated that China’s WTO accession tariff offer would
increase the U.S. trade deficit with China by only $1 billion dollars.? In reality, the trade deficit with
China skyrocketed by $167 billion between 2001 and 2008.** Although China’s WTO accession alone
(and the favorable trade treatment that came with it) likely did not cause the entirety of the huge rise in
the deficit with China, it almost certainly contributed more than the 1TC’s projected $1 billion dollars.

Lack of currency manipulation disciplines mean agriculture could also lose out

Proponents of the Korea FTA are advocating for its congressional passage by highlighting prospective
gains for the U.S. agricultural sector related to tariff cuts. However, especially given Korea’s past
history of significant currency manipulation, it is worth noting that if Korea again devalued its currency,
it could effectively cancel the benefits of the tariff cuts. Unfortunately, despite calls from various U.S.
economic sectors to include safeguards against such devaluations,® the Korea FTA does not provide for
penalties or adjustments if one party deliberately undervalues its currency. In other words, the new
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market access in Korea being promised by various government officials and agribusiness trade
associations aimed at persuading farm state legislators to support the FTA could well turn out to be
completely hollow.

Historically, Korea has been a chronic currency manipulator. Korea is one of only three countries
{China and Taiwan being the others) that have ever been placed on the Treasury Department’s list of
currency manipulators.”® During the mid to late 1980s, the Korean won was undervalued against the
dollar by about 60 percent, meaning that all U.S. goods exported to Korea faced a barrier equivalent to a
tariff of about 60 percent.®’ Korea’s deliberate effort to keep its currency undervalued during this time
prompted the Treasury Department to place it on the 1988 currency manipulators list.*® In the carly
1990s the value of the Korean won shifted so it was no longer undervalued, but in the late 1990s Korea
rapidly acquired foreign exchange reserves and the won again became severely undervalued against the
dollar by about 50 percent.?’

If Korea again reverts to strategically undervaluing its currency to boost exports and reduce
imports following implementation of the FTA tariffs cuts, for instance by again devaluing by 50
percent, then the FTA tariff cuts combined with the 50 percent devaluation of the Korean won
would result in a net effective increase in Korean agricultural tariff equivalents of: 12 percent for
beef; 25.2 percent for non-beef meat products; 46.7 percent for other animal products; 18.2
percent for vegetables, fruit, and nuts; 10.4 percent for dairy products; and 40 percent for
miscellaneous food products.

Such currency devaluation following FTA implementation has happened in the past. A year after
NAFTA went into effect, Mexico suddenly devalued its currency by 50 percent.’® The devaluation of
the peso negated NAFTAs tariff cuts, as noted by a former World Bank Chief Economist who wrote,
“Nonetheless, it must be recognised that the real depreciation of the peso [in 1994], given its magnitude,
was a larger influence on trade than was the entry into NAFTA. This is because the total reduction in
tariffs at the end of 15 years would average only 10 per cent, in contrast with the 50 per cent real
depreciation.”31 Due to the peso devaluation, American products became much more expensive for
Mexican consumers, and U.S. agricultural exports suffered. For example, U.S. exports of beef and pork
o Mexico in the first three years of NAFTA were 13 and 20 percent lower, respectively, than beef and
pork exports in the three years before NAFTA was enacted.”” Members of Congress should covsider the
NAFTA experience before making optimistic claims about supposed benefits to the beef and pork
industries under the Korea FTA.

FTA Investment Terms a Threat to the Public Interest and Reining in Wall Street

The Korea trade deal’s Investment Chapter 11 text includes private investor-state enforcement of
extraordinary new substantive FTA-granted property rights with respect to a broadly defined array of
investments, including in financial services. Combining investor-state private enforcement with the
Korea FTA’s expansive substantive foreign investor and financial service terms would provide
Korean firms operating in the United States greater rights than provided to domestic firms and
investors under U.S. law as interpreted by the U.S. Supreme Court. This would violate Congress’
requirement that FTAs provide foreign firms “no greater rights.”

Investor-state enforcement is not necessary or appropriate between two developed countries with well
established rule of law and sound court systems. The ostensible purpose of the mechanism is to provide
U.S. investors a stable investment environment, and the ability to adjudicate problems in countries
without reliable domestic courts. This system is not even arguably necessary between two stable
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democracies with well-functioning court systems. The U.S.-Australia FTA did not include private
investor-state enforcement.

The Korea FTA text would allow foreign investors to demand compensation from the U.S. government
in foreign tribunals for “regulatory takings” and other claims that would not be allowed under U.S. law.
The FTA definition of investment to which the new rights apply extends beyond U.S. law. It includes
investment agreements between a government and a foreign firms with respect to natural resources,
certain procurement construction activities and more; investment authorizations; enterprises; shares,
stock, and other forms of equity participation in an enterprise; bonds, debentures, other debt instruments,
and loans; futures, options, and other derivatives; turnkey, construction, management, production,
concession, revenue-sharing, and other similar contracts; intellectual property rights; licenses,
authorizations, permits, and similar rights conferred pursuant to domestic law; and other tangible or
intangible, movable or immovable property, and related property rights, such as leases, mortgages, liens,
and pledges. Moreover, the FTA text’s “denial of benefits™ language provides a loophole that could
allow Korean subsidiaries of U.S. firms to use their status as “Korean entities” to challenge U.S. laws in
foreign tribunals.

Past U.S. FTAs with investor-state enforcement have been with developing countries, except for Canada
under NAFTA. This has reduced the prospects for challenges of U.S. laws somewhat, given refatively
few investors from such countries operate within the United States. In contrast, the Korea FTA would be
the first FTA since NAFTA with a major capital exporter that includes investor-state arbitration. This
creates a much greater likelihood that U.S. state and federal laws would be challenged in foreign
tribunals, exposing U.S. taxpayers to potential large new liabilities and threatening to undermine
important public interest policies. According to Uniworld, the leading proprietary source on Foreign
Direct Investinent, there are roughly 80 Korean corporations with around 270 establishments now in the
United States.™ There are also hundreds of U.S. establishments in Korea that the FTA would newly
empower to challenge Korean public interest faws in foreign tribunals.

To date, Canada under NAFTA is the only other developed, capital exporting country with which the
United States has such an investment agreement. Canadian firms have used NAFTA’s investor-state
system to attack an array of U.S. environmental, health and other policies in foreign tribunals. The
United States has to date dodged the bullet on the six of these challenges in which final rulings have
been issued, mainly thanks to an array of errors by the challengers. In some of these cases, substantial
amounts of U.S. taxpayer dollars were wasted defending lengthy cases that would not have been
allowed in U.S. courts. Many millions in outstanding cases remain. This includes a $340 million
challenges to the 1998 U.S. Tobacco Settlement and a Canadian drug firm disputing a patent issue
already decided by the U.S. Supreme Court.>*

Excluding investor-state frorm the Korea FTA was of special concern to the bipartisan National
Conference of State Legislatures (NCSL), which wrote: “Since South Korea is a sophisticated and
developed trading partner, NCSL does not believe that an investor-state chapter should be negotiated
into the U.S.-Korea FTA for fear that similar abuses may arise. Until we have further refined the FTA
investor-state language to protect state sovereignty and federalism, we fear that it may be more
dangerous to include revised yet still flawed investor-state language in the U.S.-Korea FTA than to
forego the provision all together. ">

The FTA’s Financial Services chapter reflects the pro-deregulation mentality that helped foster
the worst financial crisis since the Great Depression. More than other FTAs, it has been justified
for its role in pushing financial liberalization and deregulation. Bush administration fact sheets note:
“The Financial Services Chapter of the United States-South Korea Free Trade Agreement ... is a
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groundbreaking achievement, providing more extensive provisions related to financial services than ever
before included in a U.S. FTA.”* Citigroup’s Laura Lane, co-chair of the U.S.-Korea FTA Business
Coalition, stated that “it is the best financial services chapter negotiated in a free trade agreement to
date.”” Does Congress want to support financial services policies celebrated by an administration and
firm that wrecked the economy?

The FTA’s financial provisions are especially troubling in the U.S.-Korea context. The U.S. Congress
and the Korean parliament have implemented new financial regulations that could conflict with the
FTA. The FTA’s Financial Services chapter reads in the investor-state enforcement mechanism
established in the Investment Chapter — thus empowering private investor attacks on domestic financial
regulation and capital controls. There are at least 74 financial corporations cross-established in the
United States and Korea that would be newly empowered to use the private investor-state enforcement
rights in the FTA to attack U.S. and Korean financial policies, even if the U.S. and Korean government
might refrain from using FTA government-government enforcement to challenge each other’s domestic
laws that conflict with the FTA.

The financial services chapter conflates liberalization of the financial sector and deregulation, simply
banning many forms of regulation even when rules are applied equally to domestic and foreign firms.
Like the WTQ, CAFTA and the Peru FTA, the Korea FTA commits its signatory countries to refrain
from limiting the size of financial institutions, imposing firewalls between the sort of financial services
one firm may offer, banning toxic derivatives, or controlling destabilizing capital flights and floods. At
the time that the U.S. Congress has worked to reregulate the financial scctor, implementing a trade
agreement negotiated pre-crisis that imposes constraints on regulation with the world’s 15" largest
economy (whose financial firms are operating here) is a breach of faith with the American public.

The FTA includes a “prudential measures™ exception that unfortunately fails to protect financial stability
measures. The Korea FTA prudential measures clause is much less deferential to regulators than that in
NAFTA, but is identical to other FTAs negotiated by the Bush administration. It reads: “a Party shall
not be prevented from adopting or maintaining measures for prudential reasons, including for the
protection of investors, depositors, policy holders, or persons to whom a fiduciary duty is owed by a
financial institution or cross-border financial service supplier, or to ensure the integrity and stability of
the financial system. Where such measures do not conform with the provisions of this Agreement
referred to in this paragraph, they shall not be used as a means of avoiding the Party's commitments or
obligations under such provisions.” This self-cancelling language undermines the use of the defense to
actually protect a financial regulation: a country would only need to use this defense if its policy did not
conform with the FTA, In other words, a country would only be challenged because a foreign firm or
government believed it violated an FTA obligation. To restate, this circular defense measure does not
provide a reliable safeguard.

Investment terms in Panama agreement will make fighting tax havens more difficult

For decades, Panamanian governments have pursued an intentional tax haven strategy offering foreign
banks and firms a special offshore license to conduct business.*® Not only are these businesses not
taxed, but they are subject to little to no reporting requirements or regulations. According to the OECD,
the Panamanian government has little to no legal authority to ascertain key information about these
offshore corporations, such as their ownership.*’ Last year, to test how simple it is to set up a shell
corporation in Panama, Public Citizen assigned a 20-year old intern with no legal or accounting
experience whatsoever, to set up a corporation in Panama over the telephone from the U.S. She could do
50 in a matter of moments.*’
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Because of Panamanian secrecy policies, precise numbers regarding the amount of the taxes lost to
Panama do not exist. However, according to the U.S. Office of Management and Budget (OMB),
eliminating tax evasion in tax havens overall could save U.S. taxpayers $210 billion over the coming
decade,"" while the Senate Homeland Security Committee estimates a savings five times as great,**
Since Panama is one of the world’s leading tax havens, the country is likely to account for a significant
share of those revenue losses, which could be used to meet other urgent policy priorities at home. The
OECD reports that the secrecy protections for lawyers in Panama are so high that they could be sent to
prison for revealing information about clients, even when that information is not protected by attorney-
client privilege.

Panama’s financial secrecy practices also make it a major site for money laundering from throughout the
world. According to the U.S. State Department, “Panama is a major logistics control and trans-shipment
country for illegal drugs... major Colombian and Mexican drug cartels as well as Colombian illegal
armed groups use Panama for drug trafficking and money laundering purposes... the funds generated
from illeg% activity are susceptible to being laundered through” Panamanian banks, real estate projects,
and more.”

In late November, the Obama administration signed a tax information exchange agreement (TIEA) with
Panama that does not require Panama to automatically exchange information with U.S. authorities about
tax dodgers, money launderers and drug tratfickers. In the TIEA protocol, Panama gave itself until the
end of 2011 to make domestic legal changes to facilitate the non-automatic information sharing
envisioned by the TIEA — which will only cover responses to specific, case-by-case requests after U.S.
authorities have already obtained and provided to Panama a great deal of information about potential
wrongdoers. The OECD’s tax watchdogs stated that they would not give Panama the peer review seal of
approval until there was sufficient time to see how well Panama’s recent flurry of new tax reform
commitments worked in practice. And certainly — before voting on any FTA — those in the U.S.
Congress who have long raised concerns about Panama’s financial secrecy will want to be able to verify
that newly announced changes in Panama’s policy are resulting in real changes in practice.

Finally, the U.S.-Panama FTA contains virtually identical investment and financial services provisions
to the Korea FTA. In addition to all the same problems we identitied above with respect to the Korea
agreement, the Panama FTA would constrain one of the most important tools policymakers have in
fighting financial crimes and wrongdoing — restrictions on transfers to and from the countries that
provide financial secrecy like Panama. Moreover, the FTA gives the tax haven government of Panama
and the 400,000 corporations registered there the new rights to challenge U.S. anti-tax haven policies for
cash compensation outside of the U.S. judicial system. These are not speculative threats. Panama has
actually threatened WTO cases against other countries’ anti-tax haven measures. "

Colombia trade deal will worsen human rights

There will never be an acceptable U.S. FTA with Colombia until a Colombian government changes the
on-the-ground-reality of the country’s horrific labor and other human rights abuses. It is impossible to
imagine Congress approving a trade pact with extreme human rights violators Burma or Sudan. Nearly
2,850 Colombian trade unionists have been killed since 1986 — more than the rest of the world
combined. Only four percent of unionist murders have been prosecuted. Over 530 unionists have been
murdered during the presidencies of Alvaro Uribe (with whom the FTA was negotiated by President
Bush) and his successor Juan Manuel Santos (Uribe’s former defense minister).* Human rights groups
have documented collusion between Colombian governments and murderous paramilitary groups on
these and other issues, including forced displacement and murders of Afro-Colombians.*® The pact’s
corporate boosters argue that it is critical to U.S. national security because it will bolster Colombia
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against populist governments in the region. This is severely misguided: it is precisely the damage caused
by NAFTA-style policies that turns people against the U.S. and leads to the economic instability on
which populism feeds. Moreover, once we allow brutal regimes permanent access to our market, we lose
whatever leverage we might have had to improve human rights.

The Colombia FTA is a threat to regional and international security: the FTA’s agricultural rules will
devastate small Colombian farmers, just as NAFTA’s did in Mexico." Displaced campesinos would add
to the over 4 million Colombians already uprooted by that country’s half-century Jong civil war.*® As
the Colombian government’s own agriculture ministry concluded, the FTA will eliminate 35 percent of
the jobs in crucial agriculture sectors like corn, rice, beans and more. As the Colombian Government’s
Agriculture Ministry stated, under the FTA without agricultural protections, rural Colombians “would
have no more than three options: migration to the cities or to other countries (espemally the United
States), working in drug cultivation zones, or affiliating with illegal armed groups.”

The Colombia FTA endangers the environment — targeting the Amazon, the lungs of the planet. The
upper Amazon basin in Colombia is among the most bio-diverse areas on carth, but is also very much at
risk. Deforestation, horrific pollution, and health disasters from oil production and mining are
widespread already. The FTA’s special foreign investor privileges empower corporations to pitlage the
area for timber, mineral and energy resources, and would chill direly needed efforts to protect the
Amazon basin.

Conclusion

The Obama administration had a chance to change course on the failed NAFTA-style trade policies of
the past by renegotiating the trade deals with Korea, Panama and Colombia to better support jobs and
the public interest. They did not take advantage of that opportunity, which now puts the onus on

Congress to stand up for America and reject more-of-the-same flawed trade policy.
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American Manufacturing Trade Action Coalition
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American Manufacturing Trade Action Coalition

810 16th StNW, STE 402
WWw amtacde.org Washington, OC 20008 Tekephone {202} £52-0856

February 17, 2011

The Honorable Dave Camp, Chairman

The Honorable Sander Levin, Ranking Member
Ways and Means Committee Office

1102 Longworth House Office Building
Washington D.C. 20515

Dear Chairman Camp and Ranking Member Levin:

The American Manufacturing Trade Action Coalition (AMTAC) would like to submit the
following comments for the record in conjunction with the Ways and Means Hearing on President
Obama’s Trade Policy Agenda.

AMTAC is a not-for-profit trade association that represents domestic manufacturers. All of our
members share the common objective of preserving and expanding manufacturing in the United
States by recapturing lost markets and winning new ones at home and abroad.

Unfortunately, U.S manufacturers face incredible pressure from foreign competitors that benefit
from low cost and often illegal offshore production practices. Specifically, our foreign
competitors often:

benefit from a panoply of government-sponsored subsidies and tax incentives,
operate under lax regulatory and environmental standards,

pay pennies per-hour wages, and,

face no import competition in their home markets thanks to the erection of high tariff
walls and other non-tarift barriers.

These incentives to manufacture offshore are lucrative and widespread and they significantly tilt
the playing field against domestic producers. The end result is that China and many other foreign
governments are doing a better job than the United States in attracting manutacturing investment
and employment.

This fact, combined with an increasingly inadequate policy response on the part of the U.S.
government over the past 40 years has resulted in the forcing of even highly competitive and
efficient U.S. manufacturers offshore or out of business altogether. The attendant loss jobs and
production is a key reason why U.S. household income has been virtually stagnant since the late
1970s and why private sector-provided benefits such as retirement contributions and health care
are endangered for an entire generation of Americans. Moreover, the impact on local, state, and
federal governments is one of spiraling debt incurred thanks to a reduction of tax revenues
collected from profitable companies and gainfully employed workers. Without immediate
fundamental change, America’s standard of living is at risk.
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Consequently, fixing the outdated and flawed international trade policv currently emploved

by the United States is an issue that is deserving of substantial focus in the 112" Congress.
To that end, we note that the U.S. Constitution in Article I, Section 8 delegates Congress the

power to craft trade policy. In part, the relevant section reads (bold for emphasis):

Section 8. The Congress shall have Power To lay and collect Taxes, Duties,
Imposts and Excises, to pay the Debts and provide for the common Defense and
general Welfare of the United States; but alt Duties, Imposts and Excises shall be
uniform throughout the United States;

To regulate Commerce with foreign Nations, and among the several States,
and with the Indian Tribes;

Instead of outsourcing trade policy to the Executive Branch, it is the constitutional responsibility
of Congress to reassert its authority and fix the broken policies that drive American jobs and
investment offshore.

To assist with this effort, we have compiled the following information on the critical nexus
between the need for common sense solutions to fix America’s trade policy and restoring the
well-being of our domestic manufacturing base and economy. To that end, this submission goes
beyond a description of the problem by providing a detailed analysis of various trade policy
issues along with specific remedies.

Performance of the U.S. Economy Tied to Health of Domestic Manufacturing

The United States remains mired its greatest economic crisis since the Depression of the 1930s.
Important lessons policymakers must learn from this disaster are that (1) a country cannot borrow
its way to sustained prosperity, (2) economic stability and growth depend on wealth creation, and
(3) manufacturing is stifl the key wealth-creating segment of the U.S. economy.

During economic downturns in the last century, the U.S. government would engage in a variety of
activities such as increased government spending, creation of tax incentives, and the lowering of
interest rates to “stimulate” the economy by boosting consumption. This formula routinely
worked to reinvigorate the U.S. economy because America produced most of what it consumed
for the better part of the 20" century. When consumption was stimulated, new orders for
domestic manufacturing would be generated; this then encouraged capital purchases for
production expansion and the hiring needed to boost employment and restore economic growth.

The effectiveness of the government spending stimmulus model, however, has been dramatically
reduced in the 21* century by offshore leakage. Much of this leakage is quantified in the losses
that domestic production has suftered at the hands of imports during the last thirty years. Since
we are consuming unprecedented levels of goods produced offshore, the net effect is that an ever-
smaller percentage of stimulus dollars spent actually benefits the U.S. economy while an ever-
greater percentage flows to America’s foreign competitors.

Moreover, the leakage in the government spending stimulus model has significantly reduced U.S.
econontic growth, especially in the last decade. Leading U.S. economic and manufacturing
indicators reinforce this point by showing that during the 21* century:

e For all practical purposes, the current account deficit measures the shortfall in U.S.
production of goods and services compared to U.S. demand. Since 2000, the United
States has run a current account deficit of $6.1 trillion, including a $2.2 triltion deficit

2
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with communist China according to the U.S. Bureau of Economic Analysis (BEA). The
current account balance is the measure of all imports of goods, services and capital as
compared to the exports of all goods, services and capital.

e The U.S. production shortfall in manufactured goods is the largest force driving the
growing cumulative current account deficit. Since 2000, the United States has run a $5.8
trillion trade deficit in manufactured goods' according to the U.S. International Trade
Commission. This deficit dwarfs the $1.7 trillion deficit run in oil and gas.

e The United States has lost more than 5.6 million manufacturing jobs since 2000
according to the U.S. Bureau of Labor Statistics (BLS).

o In fact, the United States employs fewer workers in manufacturing today than it did in
April 1941,

o The “total index™ of U.S. industrial production as measured by the Federal Reserve has
grown a paltry 2.7 percent since 2000 compared to 48.2 percent growth between 1990
and 2000.

o The “total index™ of industrial capacity as measured by the Federal Reserve has grown by
just 12.6 percent since 2000 compared to 49.1 percent growth between [990 and 2000.

¢ The United States is borrowing to bay the goods it is not producing. While U.S. GDP has
grown from $9.95 trillion to $14.75 trillion since 2000 according the BEA, outstanding
U.S. domestic nonfinancial debt soared from $18.2 trillion to $35.5 trillion according to
the Federal Reserve.

e In other words, the United States accumulated $17.3 trillion in public and private debt
while our GDP grew by only $4.8 trillion, U.S. households and the federal government,
through new mortgages, credit-card debt, school and medical debt, deficit spending, etc.,
borrowed 3.6 dollars for every one dollar of expanded GDP.

These statistics show that U.S. manufacturing has been in a stump for the past ten years not seen
since the Great Depression. Driven by chronic and dangerously high current account deficits, the
almost zero growth in U.S manufacturing has substantially impaired the ability of our nation to
produce wealth.

1t is important to note that government deficits can sometimes be offset by domestic sources such
as the purchase of U.S. treasury bonds by U.S. citizens. This is not the case with current account
deficits, which by their very nature require oftsetting borrowing from and/or asset sales to
foreigners. Consequently, our massive current account trade deficit has directly resulted in the
undermining of U.S. financial independence. As a result, the United States has plunged from
being the world’s banker just a generation ago to the world’s largest debtor.

Consequently, if the U.S. economy is to make a full and vibrant recovery we must restore the
health of domestic manufacturing. In order to restore the health of manufacturing, we must fix
our broken U.S. trade policy.

Americans of all political persuasions agree with this view. A September 2010 Wall Street
Journal / NBC News poll revealed that 53 percent of those surveyed said free trade agreements
have hurt the United States. This compares to 49 percent in 2007 and 32 percent in 1999.
Furthermore, 65 percent of union members say free trade has hurt the United States and so do 61

percent of Tea Party sympathizers.

! Measured as Domestic Exports Free Alongside Ship (FAS) minus Imports for Consumption Value
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Kev Objective: Eliminate the U.S. Trade Deficit

You need look no further than a simple accounting of our trade balance to determine whether
U.S. trade policy is working to benefit of our economy. As data provided in the earlier section
proves, the U.S. trade deficit is out of control.

There is no doubt that the U.S. trade deficit is a chief cause of our country’s current financial
crisis. Tt is a drag on our gross domestic product that undermines middle-class jobs and fosters a
debt-driven economy dangerously dependent upon foreign borrowing. Consistent annual trade
deficits of $500+ billion equate to a unilateral transfer of America’s wealth. For this reason,
many economic leaders and thinkers, from Warren Buffet to Fred Bergsten, have expressed the
view that our trade deficit is unsustainable and must be reversed. For example:

“[O]ur trade deficit has greatly worsened, ro the point that our country's "net worth,"” so to
speak, is now being transferred abroad ar an alarming rate. A perpetuation of this transfer will
lead to major trouble.”

~ Warren Buffet, Chairman, Berkshire Hathaway®

“[T]he United States must now attract almost 87 billion of capital from the rest of the world
every working day to finance its current account deficit and its own foreign investment outflows. "
~ C. Fred Bergsten, Director, Peterson Institute for International Economics®

Contrary to popular belief, the largest contributor to the U.S. trade deficit is manufactured goods,
not energy. There is no reason why a country with the resources and industrial capacity of the
United States shoutd be running huge deficits in nearly every major manufacturing sector
including vehicles, electronics, textiles, computers, furniture, steel, and even “advanced
technology™ products.

We recognize and agree that the 112" Congress should expend a great deal of focus on
eliminating the federal budget deficit and debt. But we also believe that the nation’s annual trade
deficit must be the focus of specific attention in the upcoming Congress. The anti-competitive
policies that cripple U.S. manufacturers in the U.S. market and diminish our export opportunities
abroad must be identified and reversed.

Recommendation: Congress should commit to erasing the U.S. trade deficit in four years.

To track progress in this matter, Congress should insist on knowing whether a new policy
initiative will actuatly worsen or improve the deficit situation. There also should be a complete
trade deficit impact analysis made public before any major trade agreement or trade legislation is
considered by Congress.

Furthermore, to accomplish the goal of eliminating the trade deficit, Congress should adopt a
comprehensive national strategy that includes the following policy mandates:

Key Objective: Eliminate the Value Added Tax Disadvantage

Nearly every major U.S. trading partner (150+ countries) operates a vatue-added tax (VAT) or
similar border-adjusted tax system. The average VAT rate worldwide is 15.5 percent. Of
America’s seventeen “free trade partners,” only Bahrain and Oman do not have a VAT or

2 “Squanderville versus Thriftville.” Fortune Magazine, October 2003
’ Testimony before the Hearing on US-China Economic Relations Revisited, Committee on Finance, United
States Senate, March 29, 2006.



226

equivalent border-adjusted tax system. Because these countries rebate any VAT paid by their
producers on exports and impose 2 VAT on imports, they simultaneously heavily subsidize
exports and erect a trade barrier to imports. On the other hand, the United States operates no
VAT or similar border tax system. This places U.S. producers at a competitive disadvantage.

Foreign value-added taxes rebated on expoerts and assessed on imports resulted in a $518
billion dollar ""berder tax" disadvantage to U.S. producers and service providers in 2008.
Normally, the GATT/WTO trading regime would ban rebates of national taxes on exported
manufactured goods as an impermissible subsidy as it does with rebates of U.S. corporate income
taxes upon export. Operating under a Marshall Plan mentality shortly after World War II,
however, the United States agreed to a “loophole™ that allowed the assessment of these border
taxes and their rebates to be permissible within the GATT/WTO system.

AMTAC believes the VAT disadvantage is the greatest contributing factor to America’s $5.8
trillion trade deficit in manufactured goods over the last decade.

In response to growing industry concerns about the blatant unfairness of the VAT loophole,
Congress has repeatedly instructed the Executive Branch to negotiate a remedy to the VAT
inequity through the GATT/WTO. For example, the Trade Act of 1974, the Trade Act of 1988,
and the Trade Promotion Authority (TPA) passed in 2002 all directed the president to revise
WTO rules relating to VAT systems as a principle negotiating objective. To date, the Executive
Branch has ignored these directives. In addition to the TPA language, legislation was introduced
in both Houses during the 111" Congress, which AMTAC strongly supported to negate the VAT
disadvantage to U.S. producers.

Recommendation: Congress should pass legislation that requires the U.S. Trade Representative
(USTR) to make the elimination of the VAT inequity a top priority and incorporate it into any
Doha Round or other multilateral trade agreement that may be reached. USTR should also
include a VAT remedy in negotiating any future bilateral free trade agreements and work to
revise our existing agreements to eliminate the VAT disadvantage for U.S. producers and service
providers. This remedy would simply bar countries from assessing value added taxes on U.S.
exports into their markets since the United States levies no similar border taxes. Countries should
also be precluded from subsidizing their exports through VAT rebates noting that the United
States provides no tax rebates to its manufacturers when they export.

Key Objective: Combat Tllegal Foreign Currency Undervaluation

The United States must combat the illegal, mercantilist practice of prolonged currency
undervaluation, beginning with the passage of legislation to make such activity actionable under
U.S. trade law. Some of America’s largest trading partners peg or purposely undervalue their
currencies” value in refation to the U.S. dollar. For example, it is estimated that China's currency
is pegged at least 15 to 40 percent below its actual value as compared to the U.S. dollar. Absent
this peg, the massive $250+ billion U.S. trade deficit with China should trigger a natural free
market reaction of raising the value of the Chinese renminbi (RMB) in refation to the U.S. dollar.
Such a rise would normally increase the cost of U.S. imports from China and lower the cost of
U.S. exports to China, thus partially correcting the trade imbalance.

China, however, steadfastly has refused to float its currency freely in the market, handicapping
U.S. producers versus their Chinese competitors and preventing a much-needed solution to this
unfair trade practice, AMTAC strongly supported the U.S. House-passed H.R. 2378, the Ryan-
Hunter Currency Reform for Fair Trade Act of 2009. Approved by a bipartisan 348 to 79 vote,
this bill would have discouraged illegal currency undervaluation by making it actionable under
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U.S. countervailing duty law. Unfortunately, this bill was not considered by the Senate during
the recent lame duck session of the previous Congress.

Recommendation: Pass legislation that would make currency manipulation an actionable
subsidy under U.S. countervailing duty law.

Key Objective: Reframe the U.S. Free Trade Agreement (FTA) Model

In 2009, the U.S. trade deficit with our various free trade partners totaled nearly $117 billion with
almost $38 billion, or 32 percent, of the total deficit attributable to manufactured products.
During the lifetime or our existing FT As, the United States has run a cumulative $1.9 trillion
deficit with our free trade partners. *

As a first step to remedying this problem, the United States must undertake a thorough, unbiased
analysis of our current international trade agreements. The analysis should help determine how
our various agreements are affecting key issues such as GDP growth, the trade deficit, household
income and the impact on industries essential to our national defense production base.

It is imperative that Congress learn which aspects of our current arrangements are benefiting the
U.S. economy and which are detrimental. This will help to define a more pragmatic,
economically-sound trade agreement model, while at the same time preventing the replication of
provisions that have proven harmful to domestic companies, workets and the economy.

The current “one-way” free trade agreement model adopted by the U.S. government is flawed
because it grants foreign trading partners more access to our market than we receive in return to
their markets. For the most part, it benefits multi-national corporations who are anxious to shift
production out of the United States to countries that provide generous production subsidies and
maintain weak or non-existent labor, wage, environmental and safety standards. These countries
are quite capable of producing low-cost goods for duty-free export to the United States but have
virtually no ability to consume American-made finished products. Many agreements also include
third-party loopholes that give further preferential access to the U.S. market for component parts
made in countries like China. By providing free access to the U.S. market for producers from low
labor cost regions or mercantilist economies, these agreements are fueling record U.S. trade
deficits and undermining our manufacturing base.

Recommendation: Congress should conduct a detailed review of the current free trade
agreement structure to determine the basis for a new agreement model that produces sustainable
economic benefit for U.S. manufacturers, workers and the overall economy. This new FTA
maodel should enhance mutually beneficial trading partnerships with trading blocs like the
European Union or large market countries like Japan that not only can produce goods for export
but can also purchase a significant amount of U.S. products in return. Furthermore, the
possibility of reduced access to the U.S. market must be used as leverage to remove unfair foreign
tariff and especially non-tariff barriers. Non-tariff barriers include subsidy, tax, regulatory, and
intellectual property barriers. This same possibility of reduced access to the U.S. market also
must be used as leverage to discourage foreign exports from evading U.S. trade, tax, and
regulatory laws.

As the pending FTAs with Korea, Colombia and Panama are based on the existing flawed model;
Congress should reject these agreements or insist that they be renegotiated. (The Korea
agreement is discussed in greater detail later.)

* Trade deficit figures calculated from U.S. International Trade Commission statistics for Domestic Exports
FAS minus Tmports for Consumption Value. Manufacturing defined as I1S 28-96.
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Key Objective: Redefine America’s Relationship with the World Trade Organization

For most of the last decade, members of the World Trade Organization (WTO) have been
negotiating a multilateral trade agreement known as the Doha Development Round. As
negotiations proceed, the United States must demand full reciprocity from our trading partners as
a basic tenet of any new WTO agreement. As it currently stands the average U.S. bound tariff
for industrial products is 3 percent, while the average worldwide WTO bound tariff for
these same products is 30 percent.” The average trade-weighted U.S. tariff in 2009 actually
was even lower at 1.37 percent. Clearly, the United States should not make any additional

tariff concessions until other WTO members reduce their tariffs and border-adjusted taxes
to aur fevel,

Furthermore, countries under the WTO system are allowed to self-designate their economic status
and thereby shield themselves from significant obligations. For example, India and China claim
to be “developing nations” for the purposes of the WTO and thus argue that they should not be
required to make concessions similar to developed or industrialized nations, like the United
States. This flawed system allows export superpowers like China and India to masquerade as
poor countries and reap the benefits of greater access to key international markets while
continuing to protect their home markets.

If the Doha Round is concluded, there is little doubt that it will be detrimental for U.S.
manufacturers and their workers. The latest negotiating text which nearly produced an agreement
in June 2008 will injure U.S. industry through drastic, non-reciprocal tariff cuts and numerous
provisions granting “special and differential” treatment for developing countries including China.
In short, the United States will once again be required to make significant market-opening
concessions while the vast majority of our WTO trading partners will be allowed to keep their
markets insulated from our exports.

Recommendation: Congress should task U.S. negotiators with communicating that the United
States only will provide increased access to the U.S. market on the condition that there is full
reciprocity on the part of other WTO members. Furthermore, Congress should mandate that
USTR strive to eliminate the ability of WTO countries to self-designate their development status.

Key Objective: Reject the South Korea Free Trade Agreement (KORUS)

The KORUS is a continuation of the flawed U.S. trade policy of negotiating FTAs with countries
that can produce low-cost goods for export but that are unable or consistently refuse to buy
finished products made in the United States.

With South Korea’s current capabilities as a major producer and exporter of industrial products,
its close proximity to China, and its traditional hostility to imports, the agreement will be a major
blow to U.S. manufacturers. The U.S. trade deficit in goods with South Korea was $10.6 billion
in 2009, with a $5.5 billion (52 percent) deficit in motor vehicles and motor vehicle parts and a
$708 million (7 percent) deficit in textiles and apparel.

The KORUS will eliminate U.S. tariffs on 95 percent of current trade in industrial products
within three years of implementation of the agreement. Despite this, the agreement does not
guarantee reciprocal U.S. access to the South Korean market for key industrial products such as
autos and textiles.

¥ Statement of Senator Charles Grassley at Senate Finance Hearing on WTO negotiations 10/27/2005
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According to the U.S. International Trade Commission’s analysis of the agreement, “The largest
gains for Korean exports to the United States are anticipated in textiles, apparel, and leather
goods, and other manufacturing (e.g., chemicals and allied products, electronics, and
transportation).” In these sectors, U.S. output is estimated to decline by 1.4 percent as a result of
the FTA. Furthermore, the Economic Policy Institute predicts the KORUS agreement will
increase the total U.S. trade deficit with Korea by about $16.7 billion annually and displace
approximately 159,000 American jobs within the first seven years after it takes eftect.

While the agreement was originally concluded on April 2, 2007, the fack of reciprocity and stiff
opposition from a diverse group of U.S. industries have kept the agreement off of the
Congressional agenda for almost four years. President Obama, however, revived the agreement
with a June 2010 announcement that he intended to resolve all remaining issues with KORUS
prior to the G-20 Summit held in Seoul November 11-12 and submit the agreement to Congress
in the following months. While the mid-November deadline was missed, U.S. and Korean
negotiators reached an agreement on outstanding issues mainly relating to autos on December 3,
2010. The administration likely will submit to Congress legislation to implement the FTA in the
coming months, and a vote is expected as early as the first quarter of 2011.

The new deal with Korea failed to address many key issues such as the lack of reciprocity in the
textile and apparel chapters in the negotiations.

Recommendation: Members of Congress should reject the agreement due to a lack of
reciprocity. Overall, Congress should prioritize fixing U.S. trade policy, stopping manufacturing
job loss, and closing the trade deficit before considering any new trade deals including KORUS.

Key Objective: Stop Flawed Trans-Pacific Partnership (TPP)

In early 2009, the United States joined trade negotiations with Singapore, Chile, New Zealand
and Brunei, a group then known as the P-4. Australia, Peru, Vietnam and Malaysia have also
since joined the negotiations, which are now known as the Trans-Pacific Partnership (TPP).
Numerous other countries including Japan, Canada and South Korea are considering membetship.

TPP holds the potential of being the most economically devastating free trade agreement into
which the United States has ever entered. The key reasons underlying this concern are the
inctusion of Vietnam and the potential expansion of the agreement to other significant Asian
participants such as China and India.

Communist Vietnam, with a per capita GDP of $2,800 and its non-market economy, has virtuatly
no ability to purchase finished goods made with our higher wages and strong environmental and
labor standards. Vietnam also does not use U.S. components in its industrial supply chain,
instead taking advantage of the proximity of China and others for the majority of these inputs. It
is folly for the United States to propose a free trade agreement with a country that has a state-
controlled economy with no vestige of a free market system. Vietnamese producers have
enormous inherent advantages in terms of state sponsored subsidies that allow them to artificially
lower their cost of production. A FTA with Vietnam would represent the worst aspects of the
failed “one-way" trade policy.

In addition, the TPP is structured to promote expansion to additional countries, as is already
happening. It is unclear which or how many countries, including China, ultimately may be
involved. As aresult, the United States could find itself routinely outvoted and ceding a
substantial level of sovereignly over key decisions that affect our economy and workers.
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Recommendation: As with the pending free trade agreements, the United States should focus on
reforming U.S. trade policy before negotiating any new trade deals like TPP. With respect to
TPP specifically, Congress at a minimum should press the Administration to limit Vietnam’s
benefits under the agreement and ensure that U.S. sovereignty is not diminished.

Kev Objective: Halt Unfair Least-Developed Country Initiatives

A recent Congressional initiative has been focused on extending unilateral preferences to all least
developed countries (LDCs). The term LDC is used to identify countries designated by the
United Nations (UN) as exhibiting the lowest level of socioeconomic development. There are
currently 49 countries which meet the specific criteria established by the UN.

These preferences primarily would come in the form of eliminating U.S. duties on imports trom
these countries, an idea originally introduced for all least developed countries as part of WTO
Doha Round negotiations. Making sure that such reform does not undermine existing U.S.
production as well as U.S. exports to our NAFTA, CAFTA, ATPA and AGOA trading partners
will be of critical importance to ensuring the viability of textile and apparel jobs in the United
States.

Bills were introduced in both the House and Senate during the 111™ Congress that would grant
generous unilateral trade preferences to alt LDCs. U.S. Representative Jim McDermott (D-WA)
introduced H.R. 4101, the New Partnership for Development Act (NPDA), and S. 1141, the Trade
Act of 2009, was introduced by U.S. Senator Diane Feinstein {D-CA) in May 2009. Both bills
provided duty-free access to the U.S. market for nearly atl products exported from a least
developed country. The Senate Finance Committee has also been said to be drafting a similar
bill.

While noble in theory, these bills in reality represent a substantial threat both to U.S.
manufacturing (especially the domestic textile industry) and to our preference partners in Latin
America and Africa. Moreover, several nations that would benefit are already export
superpowers in textile and apparel products.

For example, LDCs Bangladesh and Cambedia are respectively the third and eighth largest
sources of U.S. apparel imaports by volume and the fourth and eighth largest sources by value.
U.S. textile and apparel imports from these two countries totaled $5.9 billion for the 12 month
period ending September 2010. Of that total, more than $5.7 billion was apparel. Furthermore,
imports from these two countries continued to grow during the recession when the U.S. market
was declining and overall U.S. imports from the world fell 8 percent.

Since Cambodia and Bangladesh do not have significant domestic sources for textile components,
the yarns and fabrics used in garments they produce are overwhehuingly supplied by China.
China shipped $2.5 billion in subsidized textile and apparel components to Bangladesh and
Cambodia in 2008. With approximately 40 percent of apparel exports from those countries going
to the United States, an estimated $1 biltion in Chinese components were included in
Bangladesh/Cambodia exports to the United States. That figure only will rise at the expense of
U.S. producers if Bangladesh and Cambodia gain even more market share as a result of duty-free
treatment.

Beyond extending duty free treatment to a nearly fifty new countries, these legislative proposals
seek to weaken the yarn forward rule-of-origin for existing preference programs such as the
Andean Trade Preferences Act (ATPA), the Caribbean Basin Trade Preferences Act (CBTPA),
and the African Growth & Opportunity Act (AGOA). A weakening of the rule of origin certainty
will result in less U.S. components being used under our existing preference programs.
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Given that key Members of Congress on both sides of the aisle favor adopting LDC legislation,
LDC-preference legislation could be prioritized for carly passage in the 112" Congress.

Recommendation: AMTAC urges Members to strongly oppose the U.S.-job destroying LDC
legislation.

Any duty free program for LDC’s is best handled in the domain of the Doha Round negotiations
where the concept was introduced and other WTO countries also share in the burden of providing
increased access to their markets. In addition, it remains critical that sensitive products such as
textiles and apparel be exempted so that one or two players are not allowed to dominate trade at
the expense of current U.S. preference partners and the U.S. textile industry. Finally, there
should be no weakening of the rule-of-origin requirements under any of our existing preference
programs.

Conclusion

None of the policy recommendations submitted by AMTAC are protectionist or intended to
withdraw the United Sates from the international trading community. Instead, they are common
sense initiatives designed to restructure U.S trade policy in manner that simply emphasizes the
need for basic fairness, rationality and reciprocity.

With the right policy initiatives the manufacturing sector can function as an engine of growth to
rebuild our economy and usher in a greater era of prosperity for the United States. The starting
point for such reform is the need to construct a fully reciprocal, fair and transparent trade policy.
A rational trade policy will once again allow our manufacturing sector to serve as the engine of
the U.S. economy that it has been historically, triggering new investment and encouraging
research and innovation. A reinvigorated manufacturing sector will enable the U.S. economy to
add critical middle class jobs, while also strengthening our national security. We have reached a
tipping point where vital trade policy reforms are needed to ensure the viability of our distressed
manufacturing sector. Failure to adopt a much more fair, rational and competitive trade policy
will deprive our nation of the essential element necessary to stabilize our economy in the short
term and return the nation to prosperity over the long term.

We look forward to further discussing with you the critical need for a 21 century trade policy
that adequately addresses the serious concerns facing the domestic manufacturing base, its

workers and the national economy as a whole.

Sincerely,

A L 0 D

Augustine D. Tantillo
Executive Director
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Testimony of the US-China Business Council
to the House Committee on Ways and Means
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The US-China Business Council (USCBC) is the leading organization that represents American
companies doing business in China. Qur membership consists of more than 220 companies in
manufacturing, services, agriculture, and resource industries. USCBC has a long history of
working with the US government to eliminate market access barriers in China so that American
businesses and workers can prosper from that country’s tremendous economic growth. To this
end, we look forward to working with the 112th Congress and continuing to coordinate with the
Obama administration to address trade and investment barriers in the world’s second-largest
economy.

China is a comerstone for US exporters. It is the only major US export market over the past
decade to have provided the 15 percent annual growth rate needed to meet the Obama
administration’s goal of doubling US exports by 2014. At roughly $70 bitlion, China was our
third-largest export market for goods in 2009. As of November 2010, US exports have already
surpassed this number and are on pace to reach $90 billion when full-year data is released. If this
occurs, then US exports to China will have increased more than 450 percent since 2000, the last
full year before China joined the World Trade Organization (WTO). If US exports to Hong
Kong—a major through-point for US goods destined for China—are added, the 2010 export
figure already surpassed $100 billion for the first time, without December data.

That’s not the end of the story, however. US companies also profit from China’s growing
domestic market through their investments. Sales in China of products made there by US
majority-owned affiliates totaled $87 billion in 2008, the latest year for which these statistics are
available. Local product sales between 2000 and 2008 increased 431 percent. These sales are
vital to US companies’ operations here at home. The reality of the global marketplace is that we
cannot make everything in the United States and be competitive in far away markets such as
China because of fead times, transportation costs, and the need for many businesses to be closer
to their customers. More than 90 percent of sales by US majority-owned companies operating in
China over the last decade were to China or other foreign markets, with a mere 8 percent being
exported back to the United States.

The US-China Business Council 1
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The services story is also one of strength, albeit one that needs to get stronger. Services exports
to China hit $15.3 billion in 2009. China was our seventh-largest export market for services that
year. Local services sales reached $11.6 billion in 2008.

Add it all up, eliminate overlaps, and China is probably well over a $150 billion market for US
companies. It is a meaningful market for US companies and for American jobs. The commercial
relationship with China has many problems, but the reality of these numbers tells us why getting
this relationship right is critical to US interests.

Top Challenges for US Companies in China

Though it has resulted in economic benefits, the US-China trading relationship is not without
challenges. Underlying these challenges is a debate within PRC policy circles over foreign
involvement in the Chinese economy. While many policymakers there embrace the benefits of
market liberalization, others feel that foreign businesses play too large a role and unfairly stunt
the development of domestic industry. The result is a cautiously liberalizing economy that is too
often defined by protectionist tendencies.

One manifestation of those protectionist trends can be seen in China’s policies to support “pillar”
industries and build national champions. In USCBC’s most recent annual membership survey,
respondents described various areas in which China favors domestic competitors, such as in
standards setting, government procurement, administrative and business licensing, and
enforcement of laws and regulations. Chinese economic policies and practices that run counter to
US interests have also appeared in China’s innovation policies, intellectual property rights (IPR)
protection, investment restrictions, and market access barriers.

On all these fronts, the Obama administration complements the efforts of US industry. The
administration’s general policy of addressing issues through bilateral and multilateral dialogue
and defending US rights when good-faith negotiation fails has proven to be the right strategy
when dealing with issues American companies face in China.

Indigenous innovation

A good example of how real progress can be made on critical issues for US industry is last year’s
advocacy effort on China’s indigenous innovation policies. China, like all countries, is interested
in fostering innovation to drive economic growth. To achieve that goal, China launched in 2006
its “indigenous innovation” program, which has subsequently appeared in a range of PRC
policies and regulations, including those related to IPR, standards, taxation, and government
procurement.

In late 2009 and early 2010, China released several key rules to create lists of favored innovative
products that would receive preferences in government procurement. This approach runs counter
to international best practices, creates market access barriers for US companies, and would
ironically undermine true innovation, rather than enhance it. Once on a product list with market
protections, a company may have less motivation to continue to innovate since it is guaranteed
sales with no further improvements to its products. Managing numerous product lists at the
central and local levels is cumbersome, and such periodic lists are quickly outdated as new,
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innovative products are developed. The only certain outcome from a product list is
discriminatory treatment in the marketplace and substandard technologics. The answer is to do
away with product lists and procurement preferences, a firm advocacy point of the US
government and the private sector during the past year. In place of product lists, we have
encouraged China to follow international best practices for innovation incentives and use non-
discriminatory tax, research and development support, and other programs to reach its innovation
goals.

The Obama administration efforts, combined with industry’s work on the issue, bore fruit during
PRC President Hu Jintao’s recent visit with China’s commitment to delink its innovation policies
from its government procurement preferences. Though the value of this commitment will lie in
its implementation, the administration’s efforts in coordination with industry have provided a
platform from which to press China to evolve its innovation policies in a nondiscriminatory way.

Intellectual property rights

China’s IPR situation remains a key concern for US companies. China’s poor record of TPR
protection influences what products foreign companies are able to research, manufacture, and
sell in China’s market, and counterfeit products made in China often confront US companies in
other markets as well. Two-thirds of respondents in USCBC’s 2010 survey of China’s business
environment said that China’s inadequate TPR protection impacts their business in some way. In
addition, IPR is a component of many other high-profile issues, from the threat of compulsory
licensing under the PRC Antimonopoly Law to incorporation of patents into standards.

We should keep in mind, bowever, that some areas of China’s IPR regime—both the legal
framework and some areas of enforcement—have improved over the years. The severity and
nature of the problems vary considerably depending on the industry and the type of IPR
involved. The solutions and approaches that the US government takes must be crafted to tackle
these multiple challenges. For companies in certain sectors, such as movies and software, piracy
of copyrighted material is without doubt their top problem in China and needs to be

addressed. For other companies, China’s courts are becoming a more reliable channel for
resolving IPR cases.

The Obama administration has given great attention to IPR in its dealings with China. Yet one
priority policy action to pursue is the adoption of tougher deterrents in China, such as allowing
criminal sanctions to be applied in cases of commercial scale. Counterfeit goods hurt consumers,
in China and the United States, by exposing them to substandard and potentially harmful goods.
Counterfeits also harm businesses through loss of sales and undermine consumer confidence. An
effective deterrent can help to address those problems.

Standards and conformity assessment

Another top area of concern for USCBC companies is China’s developing standards

system. Though China has made progress in some areas, foreign companies remain concerned
about several trends, including barriers to participate in standards-setting activities and the
development of China-specific standards and technical policies that effectively block market
access for US companies.

[%%)
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China also requires that most products sold in China be tested for compliance by a Chinese
certification body, rather than by an internationally accredited third-party certifier or through
self-certification, as is common in other countries. This denies market access for US testing and
certification service companies and increases the time and cost burden for businesses producing
a variety of goods covered under China’s conformity assessment regimes.

The Office of the US Trade Representative (USTR) has rightfully focused attention on this issue
by creating an annual report for technical barriers to trade. The administration should continue to
coordinate with industry to address issues involving standards-setting and conformity
assessement in China.

Investment restrictions

As explained in the introduction to this testimony, investments in China are important for many
American companies and complement operations here in the United States. But the opportunities
for foreign investment in China are uneven across industries. In many sectors, China allows
foreign companies to establish wholly foreign-owned enterprises (WFOEs); in fact, 75-80
percent of US investment going into China is in 100-percent American-owned facilities, not joint
ventures. In other key sectors, however, foreign companies are limited to minority ownership or
face other restrictions. Agriculture, automobile, chemical, express delivery, insurance, securities,
and telecom companies all face these limits, for example. China’s Catalogue Guiding Foreign
Investment in Industry, last revised in 2007, lays out categories where foreign investment is
encouraged, restricted, or prohibited in sectors across the economy. China is in the process of
revising the catalogue, and USCBC submitted recommendations to key agencies of the PRC
government that most restricted or prohibited sectors be further opened to foreign investment. A
top US government priority in 2011 should be to ensure that China releases a draft of the
proposed revisions to the catalogue for public comment prior to finalization and implementation.

In addition to selectively restricting areas for foreign investment, China factors in “national
economic security” during reviews of mergers and acquisitions that involve foreign companies.
China’s Antimonopoly Law also has provisions that could be used to promote domestic
companies at the expense of foreign enterprises.

We should keep in mind that China is also encouraging its domestic companies to invest in the
United States and other overseas destinations. Any US governor or mayor will affirm the value
of foreign direct investment in creating jobs and economic growth: US states and cities
continually organize delegations to China to attract investment to their local economies. We
should ensure that China’s central and local government officials and company executives
understand the mutual interest in maintaining open and fair investment and trading regimes;
treatment of foreign companies in China will influence treatment of Chinese companies here.

To solidify this mutual interest, the Obama administration should coordinate with Congress to
move forward with negotiations on a meaningful bitateral investment treaty (BIT) with China--
one that includes strong national treatment provisions, applies to new and existing investments
(“pre-establishment™), and applies to all investments except those specifically excluded in the
agreement (“negative list” approach). The Chinese have expressed interest in negotiating a BIT,
and doing so provides one of the best opportunities to further open markets for US companies
and improve protection for American investments in China.
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Market access barriers

Despite the unquestionable growth in US exports to and local sales in China, numerous
restrictions remain that limit the products and services foreign companies can provide to the
Chinese market. USCBC details our members’ top concerns each year in our submissions to the
US government in advance of the meetings of the Joint Commission on Commerce and Trade
(JCCT) and in our testimony for the administration’s annual review of China’s WTO compliance
record. Some barriers are technical and include China-specific product standards that limit the
types of goods that can be sold in China. In other instances, foreign companies cannot receive the
necessary licenses to provide their goods or services. Many of these barriers are individual trade
issues that the administration continues to pursue under JCCT working groups and other forums.

Foreign companies are particularly restricted in China’s services sector. Notably, however,
increasing the participation of foreign companies in this sector would benefit China’s economy
and help it meet its goals of creating employment, promoting domestic consumption, and
improving the efficiency of its markets. For example, allowing greater foreign access to China’s
logistics and legal services industries would have a multiplier effect for businesses across the
board by creating a more efficient commercial environment in China. Closer alignment with
international standards—and increased market access for foreign conformity assessment
bodies—would increase the quantity and quality of product testing and certification and better
integrate China into the world economy. Insurance industry reforms and openings would help
promote domestic consumption by improving the safety net for Chinese households. Though US
officials have raised restrictions in this sector within certain JCCT working groups, both
meetings of the JCCT under the Obama administration have resulted in minimal progress for
services companies. With services accounting for more than three-quarters of the US economy
and about one-third of total US exports, this an area where meaningtul progress will greatly
benefit American businesses and workers.

One services industry that does not receive sufficient attention is the financial sector. Capital
markets play a central role in economic development and further openings will help China
achicve its goals of building a more services-based, consumer-driven economy. Though the
recent financial market problems in the United States and resulting economic downturn have
impacted China’s views of financial reforms, we need to resume our advocacy efforts with China
on continuing financial reforms, which will ultimately assist in addressing issues such as global
imbalances, exchange rate policy, and increasing China’s domestic demand.

Government procurement

As noted previously, access to China’s government procurement market is a top issue for US
companies. USCBC members are particularly concerned about procurement policies and trends
that seem designed to promote China’s own “national champions” with protected market
positions and preferential treatment. Adding another layer to government procurement
discrimination in China are “buy local” policies issued by several provincial- and municipal-
level governments. There are two developments worth noting that deserve priority advocacy
attention.
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First, China agreed during President Hu’s January visit to submit a revised offer this year to join
the WTO Government Procurement Agreement (GPA). In that commitment, China agreed to
include purchases by sub-central entities. GPA entry would help US companies gain better
access to China’s government procurement market, if China’s offer is a meaningful one. To be
meaningful, the offer should include a more comprehensive list of government entities covered,
procurement thresholds closer to international norms, and a timelier implementation schedule
than in China’s previous offers. It is important to note that although the GPA’s principle of
national treatment may help address some issues related to procurement, China’s indigenous
innovation policies are larger than the limited scope of the GPA. Nevertheless, we encourage the
administration to continue working with China and other signatories to pursue robust GPA
accession commitments from China.

Second, the PRC government is revising its procurement rules in ways that will affect market
access for US companies operating in China. The government is considering new draft rules on
domestic content requirements and draft regulations that affect the treatment of foreign-invested
companies as domestic enterprises. The Obama administration must continue to press China to
move toward a nondiscriminatory government procurement regime.

Administrative licensing

Foreign companies in China must often jump a wide variety of bureaucratic hurdles to establish
and operate their businesses. Companies report that managing the licensing process in China
requires an inordinate amount of their time and resources. These challenges include, but are not
limited to, approvals for new or modified products, office licenses and renewals, approvals for
different aspects of projects or investments, and licensing for various business administrative
functions. Inconsistencies across different agencies, levels of government, and regions create
uncertainties that undermine business planning. Often the licensing requirements for foreign
entities differ from those for Chinese companies, raising questions about China’s commitment to
its national treatment obligations.

USCBC’s analysis has found that China’s campaign for more transparent and efficient
government in recent years has yielded some improvements, but there remain many agencies,
levels, and regions of government where opacity, inefficiency, and inequity continue. Licensing
issues are diverse and vary across industries. The Obama administration pursues these issues on
an individual basis through various JCCT working groups. But the process may benefit from
more macro-level discussions that analyze the matter in a cross-cutting manner to ook for ways
to address the overarching issue of how PRC ministries and agencies at all levels manage the
issuance and review of administrative licenses.

Transparency

Transparency covers the full extent of a country’s rulemaking system, including the solicitation
of public feedback during the creation of new laws and regulations, government decision
making, and the availability of information on costs and markets. The matter impacts a host of
issues that affect companies’ daily operations, such as administrative licensing, IPR protection,
standards setting, and investment policy. A lack of transparency also exacerbates perceptions of
discrimination against foreign companies.
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USCBC welcomes efforts by the PRC State Council to improve transparency in PRC
government rulemaking, but much work remains. Though the National People’s Congress has
fully complied with commitments to post new laws for a 30-day public comment period, PRC
ministries and agencies under the State Council have a much poorer record. The administration
brings focused attention to this issue each year through the US-China Transparency Dialogue,
led by the Department of Commerce’s Office of the General Counsel. As this issue affects
multiple areas important to US companies, US officials must continue to press China to improve
government transparency.

Currency—Not a Top Issue for Most US Companies

USCBC supports an exchange rate that better responds to China’s global trade flows, and
reforming PRC monetary policy is in China’s own economic interest. But China’s exchange rate
has never ranked as a top issue for USCBC members in our annual membership survey and is
probably not the significant factor in the US trade deficit that some make it out to be. For
example, the renminbi (RMB) appreciated nearly 20 percent between 2005 and 2008 as a result
of steady engagement and negotiation. During this period, the US trade deficit with China
continued to grow. Clearly other factors drive our bilateral trade deficit with China, as USCBC’s
analysis has shown. Qur report on this topic can be found at
bttp://www.uschina.org/public/documents/2010/currency _trade_deficit.pdf. Focusing on the
exchange rate to solve the US trade deficit is the wrong approach.

Some US policy makers think that the United States should enact legislation that imposes tariffs
on imports from China to offset currency undervaluation. The application of duties on this basis
is of questionable WTO legality and would focus the world’s attention on US trade remedy
policies and away from China’s exchange rate policies. It would also require the Department of
Commerce to estimate the “true” exchange rate—a process that will be highly subjective and
potentially politicized.

The Obama administration had it exactly right last year when it said it would pursue a
multilateral approach to exchange rate issues. China is not the only country with monetary
policies that concern other trading partners. Global exchange rate imbalances require a
multilateral discussion and solution. US officials should continue to complement G-20 dialogue
on this matter with bilateral discussions under the Strategic and Economic Dialogue and in
meetings with other concerned trading partners. But tariff legislation will do more harm than
good for the American economy.

Recommendations for Action

Listing the problems is one thing; effectively addressing them is another. Often achieving policy
results in China is difficult, frustrating, and time consuming. As we consider ways to improve on
that record, however, we should be mindful that unilateral actions that might help one group of
Americans frequently threaten to adversely affect another group of Americans. Picking winners
and losers among ourselves to address problems with China seems counterproductive and usually
results in divisive policy options.

The US-China Business Council 7
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USCBC, with its 38 years of experience, believes that the best course of action for our country’s
overall approach to China consists of a stepped-up advocacy effort involving the US
government, the private sector, and a multilateral approach, and the continued use of effective,
WTO-consistent trade remedies when good faith negotiations fail.

More effective advocacy

If there were a single agency or official that controlled China’s economic policies, it would be
easy to structure and target our advocacy efforts. Unfortunately, the bureaucratic owners of these
policies are many and diffuse throughout the PRC government. We therefore need to pursue
consistent, sustained bilateral dialogue and expand it to include the range of senior officials and
agencies that devise and impact trade and industrial policies. The Obama administration
increasingly uses this approach and should be encouraged in this process.

The simple fact is that the breadth and depth of the relationship has outgrown the bilateral
negotiating and dialogue structure of the past two decades, and the Obama administration is
correctly pursuing a path of revamping and expanding the structure to better fit today’s reality.

As this structure develops, however, several other features are needed to improve the prospects
for success:

o Consistent and supportive engagement at the two highest levels of the PRC government—
president and premier—on the need for a level playing field and China moving ahead with
further economic reforms and openings. It is important that messaging on these broad
concepts is done at the levels above the bureaucratic silos. USCBC was pleased with the
attention that President Obama devoted to the economic and commercial issues in advance
of and during President Hu’s recent visit.

e Close US interagency coordination of each of the dialogues to ensure consistent, sustained
engagement and negotiation throughout the year. This may require a more active White
House role.

e Private sector advocacy directly to the PRC government. USCBC will continue to press for
policy changes that will level the playing field for US companies.

o Multilateral consistency on the issues. US companies are not alone in facing market access
batriers in China, and the US government should not be alone in seeking to have those
barriers eliminated. Coordinating messaging with other governments can work, as we have
seen with some of the modifications that China has made to its indigenous innovation rules.
We should build upon that model.

o Finally, US leadership on investment and trade openness. We must not pursue protectionist
policies or actions that will undermine our credibility and give China an excuse to continue
on their own protectionist path.

Legally sound remedies

When good-faith dialogue fails to resolve issues, USCBC supports using legally sound trade
remedies and dispute settlement mechanisms to address concerns. US companies have the right
to seek assistance by petitioning the Department of Commerce to apply antidumping (AD) and
countervailing duties (CVD) to products they suspect are unfairly supported by PRC government
policies. These WTO-legal remedies are intended to provide a fair opportunity for both sides to
argue over objectively established criteria. China complains about AD and CVD duties, but

The US-China Business Council 8
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USCBC believes these actions are consistent with a rules-based trading system, if duplicative
penalties are avoided.

To that end, we should keep in mind that US antidumping rules for nonmarket economies, which
are employed in cases involving goods from China, calculate the normal value of a product.
They are not based on any undervalued Chinese costs or prices, but on the value of the costs and
prices of that product as if it were produced in a comparable market economy. That comparison
between the normal value and the actual delivered US price from the nonmarket economy (which
includes any benefit from an undervalued currency) produces the AD margin. As a consequence,
US law does not need to change to address concerns about China’s exchange rate—the law
already provides such a remedy.

The WTO’s dispute-settlement process is another tool for the US government and US companies
to use when good-faith bilateral negotiations fail. USTR has taken eleven cases to the WTO
against China and has won three; four others were resolved by China before WTO action was
required; and four are still pending. USCBC has consistently supported WTO cases when well-
defined, winnable, and supported by industry and will continue to do so in the future.

Congressional support
The administration is not the sole driver of US-China trade policy. Congress has an important
role to play and can help achieve meaningful results in several ways.

First, Congress should increase resources for US trade agencies. To better enforce our trade
rights, Congress should increase funding to USTR and other trade agencies so that they can
effectively pursue American rights through bilateral engagement and under the WTO. The
tremendous growth in China’s economy and in the size of our commercial relationship has not
been matched by the capacity and expertise needed.

To help US companies better access the opportunities of China’s market—particularly for small
and medium-sized companies—Congress should also increase funding to the US Foreign
Commercial Service so that it can expand its support presence in China. Such a proposal was put
forth in the US-China Market Engagement and Export Promotion Act (HR2310), introduced in
the fast Congress by Representative Rick Larsen and now Senator Mark Kirk. Though our nation
is looking for ways to tighten its belt, improving the capacity of our government to promote and
protect American businesses and workers in China will yield great returns.

Second, Congress, the administration, and the private sector should better coordinate to reinforce
our shared goals on improved market access and leveling the playing field. It is vita) that China
hear from all three constituenctes—the administration, Congress, and the private sector—on the
importance of these issues. American companies are on the front lines of dealing with the
policies I have mentioned today. Better coordination between the US public and private sectors
on these issues will help create a more comprehensive yet focused approach to the US-China
commercial relationship.

Finally, members of Congress should also directly engage with PRC government officials and
their counterparts in the National People’s Congress to raise these concerns. Congressional

The US-China Business Council 9
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delegations that travel to China often meet with high-ranking members of the PRC government.
These meetings are an important addition to engagement from the administration and private
sector. Holding them will help ensure China has a more comprehensive understanding of our
nation’s views and concerns.

Conclusion

USCBC companies are committed to the Chinese market but have serious concerns about the
policy trends there that favor domestic companies. Our members want solutions to these specific
problems, however, not sanctions that would disrupt the relationship.

Addressing the issues directly is the best way to support American businesses and workers.
Unfortunately, there is no silver bullet or magic wand that will solve many of these problems
easily. Resolution of these issues requires a strong overall message to China’s top leadership
from the administration, Congress, and business leaders and sustained and expanded engagement
across the board on the various specific issues we face.

Our bilateral commercial relationship with China plays an important role in the recovery and
future growth of the US economy, and it will be difficult to meet President Obama’s goal of
doubling US exports by 2014 without it. The administration’s approach toward China has begun
to show signs of progress, though it will be ultimately measured by how China adheres to its
commitments. We must build upon that foundation with China by expanding trade dialogues,
promoting US products and services, negotiating a meaningful BIT and GPA accession, and
resisting calls for protectionism within our own country that undermine the credibility of our
efforts. As challenging as it may be, this relationship is worth the effort.

The US-China Business Council 10
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I. Introduction

Intel Corporation respectfully submits this testimony for the record in conjunction with
the Committee’s hearing on President Obama’s Trade Policy Agenda. Our testimony focuses on
the Trans-Pacific Partnership (TPP) trade agreement because of its critical importance to the U.S.
economy and the momentum that agreement is gaining.' During the hearing Ambassador Ron
Kirk, the United States Trade Representative (USTR), made the following significant point: “In
just over a year, TPP has become the single most important regional trade negotiation and the
platform for economic integration in the world’s most dynamic region.”

There is no other regional free trade agreement (FTA) that can compare to the impact the
TPP agreement will have once finalized. The Asia-Pacific region is a key driver of global
economic growth, representing nearly 60 percent of global GDP and roughly 50 percent of
international trade. U.S. trade with Asian countries totals nearly $1 trillion annually. Last year,
Intel’s revenue from the Asia-Pacific region amounted to 57% or about $24.8 billion of'its total
global revenue of $43.6 billion.

Since the United States has joined TPP negotiations, Malaysia and Vietnam have become
TPP members and Japan is very interested in the nine-country trade agreement. The TPP
agreement is consistent with the Asia-Pacific Economic Cooperation (APEC) goal of promoting
regional economic integration, and as noted by the Administration, it eventually could serve as a
foundation for a Free Trade Area of the Asia Pacific.

We are concerned, however, that any Administration efforts to try to meet an artificial
deadline imposed by an ambitious negotiation schedule? could undermine the opportunity to
maximize market access in the Asia-Pacific region. The TPP agreement should set the gold
standard for FTAs, and quality should not be sacrificed for expediency. Ambassador Kirk
testified during this Committee’s hearing that USTR is “proposing new and challenging 21st
century issues to our negotiating partners even as other Asia-Pacific countries are clamoring to

join TPP talks.”

* In conjunction with this Committee’s earlier hearing on trade in late January, Intel submitted comments on the
U.S. Free Trade Agreement with the Republic of Korea (KORUS). In those comments we explained how KORUS
will help maintain U.S. competitiveness and explained why it should receive prompt Congressional approval. See
Prepared Statement for the Record of Intel Corporation On “Pending Free Trade Agreements with Colombia,
Panama, and South Korea and the Creation of U.S. Jobs,” House Committee on Ways and Means (Feb. 7, 2011).

* There have been indications the Administration would like to conclude the TPP agreement by the end of 2011
when the U.S. is done hosting of the member economies that conslitute the Asia Pacific Economic Cooperation.
1
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Yet, while negotiations are proceeding relatively quickly, to date Intel has not seen
sufficient effort on USTR’s part to effectively address emerging non-tariff barriers. The digital
economy presents many new business opportunities, but also raises new obstacles to U.S. exports
that are key to maintaining good quality jobs at home. We discuss several of these emerging

barriers below and make recommendations on how to minimize their potential impact.

IL Substantive Issues for Consideration in the TPP Agreement
1. Comments on the TPP Intellectual Property Chapter

Advanced and stable intellectual property (IP) regimes enable innovation, technological
progress and additional jobs in the digital services sector. Strong IP rights that are consistently
enforced drive private sector innovation and investiment, and bring clarity and certainty to
technology transfer transactions.” Without IP rights, there is nothing to sell, give, or license.

Intel is concerned about the lack of robust TP laws and enforcement mechanisms in many
countries in the Asia-Pacific region. Countries with predictable and robust TP laws and
enforcement infrastructures encourage private enterprises to disseminate technology more
quickly.” By contrast, countries with weak IP enforcement regimes often are denied access to
innovation, hurting both consumers and their economies. Absent a reliable IP system, the
incentive to make technology investments in regions where intellectual capital is regularly
impaired is drastically reduced.

To address these issues more cffectively, USTR has strengthened the 1P enforcement
provisions in bilateral free trade agreements. For instance, the pending Korea / U.S. Free Trade
Agreement (“KORUS FTA” or “KORUS”) contains strong provisions on IP enforcement that
include (i) criminalization of end-user piracy and counterfeiting (Art. 18.10.26); and (ii) except
in exceptional circumstances, guarantees of authority to seize and destroy not only counterfeit
goods but also the materials and equipment used to produce them (Art. 18.10.27). We
understand the strong 1P provisions of KORUS will serve as a solid foundation for the TPP

agreement.

3 See generally Robert M, Sherwood, “Intellectual Property Systems and Investment Stimulation: The Rating
System of Kighteen Developing Countries,” The Journal of Law & Technology, 37 TDEA 261 (1997).

* See id.; Robert M, Sherwood, “Symposium: Some Things Cannot be Legislated,” 10 Cardozo J. Int’l & Comp.
Law 37 (Spring 2002).
2
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Although we support the U.S. government’s efforts to promote better enforcement of IP
rights internationally, and in the TPP agreement specifically, more needs to be done to ensure
that the IP rights recognized by the WTO Agreement on Trade-Related Aspects of Intellectual
Property Rights (TRIPS) are not eroded. The best enforcement mechanisms provide little value
if the IP rights being enforced remain weak in the countries of concern.

a. Preventing Erosion of [PR

In the name of the “public interest,” some countries are calling for compulsory licensing
of environmental technologies (most of which are owned by U.S. companies) to enable broader
and/or cheaper access to those critical technology solutions developed to address climate change
and energy issues.” This trend may migrate over to other technologies. Providing free or
reduced cost to IP access may yield benefits in the short term, but such a result is far from certain
and would not be beneficial in the long term as it would damage the incentive for further
innovation. Granting patent licenses to entities outside the innovation chain prevents
participating entities from recouping their investments. It also cuts off long-term access to
technology improvements as it discourages private sector investment.

As reflected in the language and drafting history of TRIPS, compulsory licensing should
only be applied in extraordinary circumstances and as narrowly as possible to limit its economic
impact.(’ It would be very beneficial for the IP chapter in the TPP agreement to include
preamble language to reinforce this reality and make it clear that compulsory licensing is limited

by significant procedural and substantive restrictions found in TRIPS Article 31.

For instance, in 2007 the European Parliament called for a study on opening and amending TRIPS to provide
compulsory licenses to IPR for “environmentally necessary™ technology. European Parliament resolution of 20
November 2007 on trade and climate change (2007/2003(IND)); available:
hitpr/iwww.curoparl.curopa.cu/sides/getDac.do?Type=T A&Reference=P6-TA-2007-0576& language=EN, Tn 2008,
the Indian Environment Minister Shri Raja wanted a climate change agreement ““parafleling” what he callfed] ‘the
successful agreement on compulsory licensing of pharmaceuticals’, which has undermined supply, quality and
trade.” Tim Wilson, Op-Ed, “Attacking Patents Is A Way To Halt Progress On Climate Accord™ (The China Post,
8/29/08); see alse Shyam Saran, “Treat Climate Change Tech As Public.” The Times Of India (7/27/08). The UN
Assistant Secretary General for Economic Development has noted: “Reform to the current IPRs regime will need to
be addressed to make possible the extensive use of technological solutions to address climate change.” Jomo
Kwame Sundaram, “The Climate Change Challenge,” UN Chronicle; available: www.un.org (1/26/08). See also
Tim Wilson, “The Debate Surrounding Patents And Low Carbon Technology Is Heating Up,” (4/20/09).

® Consistent with TRIPS, the KORUS FTA acknowledges that “{e]ach Party may provide /imited exceptions to the
exclusive rights conferred by a patent, provided that such exceptions do not unreasonably conflict with a normal
exploitation of the patent and do not unreasonably prejudice the legitimate interests of'the patent owner, taking
account of the legitimate intercsts of third parties.” (Art. 18.8.3; emphasis added) That agreement, however, docs
not specifically reinforce the significant procedural and substantive restrictions on compulsory licensing found in
TRIPS Article 31, and we encourage the TPP negotiating parties to do so given recent requests by some countries
for broader 1P flexibilities and patent exemptions than TRIPS allows.

3
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We also note that indirect methods of weakening IP rights are no less harmful. For
example, China and India recently promulgated draft measures that would condition market
access on the disclosure of certain proprietary information and/or on relevant 1P being of local
origin. Any discriminatory treatment of foreign IP impairs the flow of technology and can
damage national efforts to build innovative capacity. Society at large benefits the most when the
best available technology (whether domestic or foreign) spreads quickly throughout the
economy, supporting enhanced growth across all sectors. The key to effective innovation lies in
an open, collaborative, and fair approach to IP rights.

In contrast, government regulations favoring resident enterprises by purposely shielding
them from competition obstruct adoption of the best technologies and thus undermine the
incentive to innovate. Thus, notwithstanding any protections available under TRIPS, we
recommend that USTR consider including language in the IP chapter of the TPP agreement that
expressly prohibits the parties from using their regulatory powers to link market access to the
transfer of [P rights in any form (e.g., requiring IP 1o be registered locally).

b. Achieving a Balanced IP Policy in the Digital Economy

To further the interests of the digital economy, Congress, the U.S. Department of
Commerce, the USTR and others must continue to provide global leadership that encourages 1P
polices that support balanced and sustainable global growth. By first aligning with like-minded
partners in the Asia-Pacific region, the U.S. certainly is better positioned to influence emerging
powers into developing IP frameworks that advance innovation driven economies. The U.S.
government, however, also needs to fully understand and appreciate the balancing act involved
in sateguarding IPR related to the digital economy. The U.S. must ensure that increased
enforcement does not stifle innovation by imposing unwarranted regulatory burdens or liabilities
on device manufacturers who are not intentionally undermining IPR as content flows through
their products.

Specifically, Intel and many other entities in the technology community oppose the
imposition in trade agreements of secondary liability for manufacturers of digital devices that are
used to violate copyright. Intel and the technology community are pleased that in the final draft
of Anti-Counterfeiting Trade Agreement, USTR removed the secondary liability provision. We

assume the TPP will have no such provision.
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IT companies operate under a patchwork of varying national intellectual property laws.

In general, these laws, including U.S. law, foster innovation and economic growth by a careful
balance of two key concepts: provide sufficient IP protection to incent investment in new
technology and at the same time foster innovation by recognizing that technotogy is inherently
neutral. While U.S. law depends on the interplay of liability and fair use, other countries achieve
that balance in different ways. Thus, in crafting international trade and [P agreements such as
the TPP agreement, one must be mindful not to blindly impose parts of U.S. IP enforcement
provisions on other countries’ IP systems. This is particularly important where those systems are
working to promote innovation and growth like the U.S. system.

2. Comments on the TPP Telecommunications Chapter

‘We note two major trade impediments involving telecommunications and digital services.
First, some countries are imposing barriers to foreign companies providing telecommunications
services by requiring that a domestic telecommunications company operate in conjunction with
the foreign telecommunications company. For instance, in China, a foreign company must select
a domestically owned and licensed telecom company as a joint venture {(JV) partner before
providing telecommunications or digital services (such as managing an applications store), and
the foreign company cannot own more than 50 percent of the JV.” These types of requirements,
which the TPP agreement should expressly prohibit, impair innovation by forcing the creation of
JVs in circumstances where the business model may not be desirable due to competitiveness
concerns related to the technologies involved.

Second, some countries refuse to timely auction or license spectrum that already has been
allocated for commercial services. Spectrum is an essential ingredient to enabling the
development of a robust 1T infrastructure that provides the backbone of a digital economy.
Telecommunications service commitments made in trade agreements often are weak because of
the significant negotiation leeway granted to Parties under the WTO General Agreement on
Trade in Services, including the Annex on Telecommunications.® Moreover, when spectrum
allocation is discretionary, it is easy for a government to conceal restrictions on technology

choices when issuing licenses. Thus, we urge USTR to consider mandating in the TPP

" In China, business-related internet services are categorized as value added services which can only be lawfully
performed by obtaining the required approvals and a license from the government. The license must be obtained
from the Ministry of Industry & Information Technology.

¥ General Agreement on Trade in Services, Annex on Telecommunications; see also WTQ Chairman’s Note,
market Access Limitations on Spectrum Availability, S/GBT/W/3 (3 February 1997).
5
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agreement the timely assignment of spectrum that already has been allocated for commercially
services.”

USTR also has requested comment on the market access definitions for services such as
IM, social networking, search, etc. We agree with the initial USTR proposal that the concept of
“information services” would cover most of the current and future technologies that likely would
be developed. We do not think, however, that services such as WiMax and LTE would probably
be included under this definition. Thus, an alternative approach might be to cover all
information and communications technology services except for those telecommunications
services provided on a monopoly basis not subject to competition (essentially excluding from
coverage only “old line” telecom services).

Finaily, USTR has requested industry comment on spectrum transparency issues, such as
requiring an inventory of existing spectrum, similar to efforts undertaken by the FCC and NTIA
in the U.S. Although we would not be opposed to such an effort, our experience in various
jurisdictions has indicated that such an exercise often is not fruitful, as completing an inventory
of spectrum takes a long time to accomplish and the data often is suspect. Thus, we would not
recommend that USTR make such a provision a priority in TPP negotiations.

3. Comments on the TPP E-Commerce Chaptet

The e-commerce chapters of free trade agreements over the last five years or so have alt
contained the fundamentals needed for e-commerce to flourish, including non-discriminatory
treatment of foreign digital goods and tarift/duty protection for digital products imported or
exported by electronic transmission or fixed on a medium.'® The latest e-commerce provisions
of FTAs continue to enable e-commerce by ensuring technology choice while recognizing

legitimate exceptions such as law enforcement activity and harm to the network. '

? Note that US policy with regard to the so called Advance Wireless Spectrum (in particular licensing the 2.6 and
700 bands in a technology neutral fashion well before the rest of the world) has enabled the US to regain the lead in
mobile technology.

1 See, e.g., United States — Bahrain Free Trade Agreement, Chapter 13 (2006); Australia-United States Free Trade
Agreement, Chapter 16 (2005).

''" For example, the KORUS FTA requires each Party to recognize the right of consumers to “run applications and
services of their choice, subjeet to the needs of law enforcement™ (Art. 16.7(b)); “conncct their choice of devices to
the Internet, provided that such devices do not harm the network and are not prohibited by the Party’s law” (Art,
15.7(c)); and “have the benefit of competition among network providers , application and service providers, and
content providers” (Art. 15.7(d)).

6



249

We recommend, however, that USTR further expand this principle by including in the
TPP agreement two additional provisions. First, we support a provision expressly allowing the
free transfer of data across borders in conjunction with relevant service commitiments made by
each TPP party (e.g., computer and related services), assuming appropriate privacy protections
are included. This provision will become increasingly important as countries begin to allow
foreign direct investment related to digital services, but at the same time may decide to interfere
with associated data flows. Second, we support a provision that expressly prohibits any
requirements to locate IT infrastructure (e.g., servers) within a country as a condition of
providing digital services. Efforts to sever treatment of the data from service commitments or to
require in-country infrastructure often have protectionist purposes even when security or privacy
concerns are raised. As noted below, legitimate security and privacy concerns can be addressed
in more effective and less trade restrictive ways.

4. Privacy Rights

Industry supports USTR s current direction in exploring the possible value of referencing
APEC’s Cross-Border Privacy Rules in the TPP agreement as one way to address privacy rights
without interfering with international data flows among TPP participants. 2 Since the APEC
Ministers endorsed the Privacy Framework in 2004, the Department of Commerce, in
conjunction with other federal agencies and the private sector, has taken a leadership role and
made great progress to develop a system of Cross-Border Privacy Rules that would ensure
accountable cross-border flows of information while ensuring both the protection of consumers
and allowing for the benefits of ecommerce. As the U.S. hosts APEC this year, we encourage
the U.S. government to continue its active leadership within APEC with the goal of ensuring
adoption of the cross-border privacy rule system in 2011 during the U.S. host year.

5. Information Security Concerns and Cybersecurity Best Practices

The interdependent network of information system infrastructures that includes the
Internet, telecommunications networks, computer systems, embedded processors and controllers,
and digital information is collectively known as “cyberspace.” Security enables this global

digital infrastructure by creating a trusted, robust, and interoperable environment in which

12

Although the KORUS FTA acknowledges the importance of protecting personal information (Art. 15:8), it does
not provide any other guidance on how to achieve that objective. In theory, therefore, Korea could take an overly
stringent approach to proteciing privacy rights that would disadvantage U.S. industry. The TPP agreement should
solve this issuc.
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economic transactions and activities can occur. Industry and government have an equal
incentive to ensure and increase “cybersecurity.” Industry seeks a secure cyber infrastructure
that will encourage commercial activities and the continued growth of the global digital
infrastructure. Governments want to (1) ensure that cyberspace’s benefits continue to accrue to
their economies and citizens, and (2) prevent criminals from using cyberspace to undertake
fraud, espionage, crime, and terrorist activities - activities that traditionally occurred offline.

Various forms of security related technologies are used to safeguard telecom and other IT
equipment. Encryption is now ubiquitous in widely available information technology products.
If the public and private sectors do not cooperate in addressing legitimate security concerns,
global trade in digital products and equipment easily can be disrupted as occurred last year when
the Government of India issued a number of telecom regulations and license amendments
without broad consultation with affected industries.

Fortunately, governments, infrastructure owners, operators and users, and the information
technology industry have a variety of tools to address information security and cybersecurity
risks and challenges. These tools include technology standards, training, guidelines and best
practices on information sharing, risk management, etc. As governments seek to address risks in
cyberspace, it is important that their national cybersecurity measures properly reflect the
borderless, global, interdependent cyber infrastructure. Internationally harmonized cybersecurity
measures will promote interoperability, minimize “weak links” that result in vulnerabilities,
lower costs for businesses that can deploy security measures globally, and free up vendors’
resources to continue to invest and innovate. As noted in the Administration’s Cyberspace
Policy Review, “International norms are critical to establishing a secure and thriving digital
infrastructure.”

Given that joint action from government and industry is necessary to address evolving
security challenges in the global environment, industry and governments should work together to
develop international standards, policies and practices that take into account the dynamic,
changing, and complex cyber environment; leverage current and emerging industry leadership
initiatives and resource commitments; and adapt at cyberspace speed to emerging technologies,
business models, and threats. This type of critical cross-border cooperation should be

emphasized in the TPP agreement, even if just as a non-binding principle or preamble.
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Cybersecurity measures that are adopted by a country without reliance on international
policies and practices or technical assistance derived from a robust private/public partnership
create uncertainty and inhibit the growth of e-commerce. For instance, according to various
sources, the building of a telecommunications infrastructure in India has recently slowed because
that government, without an official consultation process, attempted to mandate contractual
terms between telecommunications equipment vendors and Internet Service Providers for
security reasons.

Several WTO trade agreements exempt governments from honoring their commercial
obligations to ensure open trade and protect of IP rights if their actions can be justified based on
national or essential security reasons. The problem is that those exemptions are not well-

3

defined, especially in the TBT ;:1gree|11em,l and that lack of specificity creates a potential for

their misuse. This should not occur, especially considering the importance of commercial
security to the private sector as an enabler of e-commerce. The TPP agreement presents a
golden opportunity to address these emerging challenges for the first time. In this regard, we
recommend that the U.S. government consider the following:

e Require TPP parties, which rely on national or essential security interests to justify
technical regulations that undermine IP rights and/or impair trade in commercial IT
products, to explain in detail the nature of and reasons for the claimed security
interests;

e Require TPP parties to adopt (1) relevant international standards (e.g., Common
Criteria, and efforts to modernize same) and (2) cybersecurity policies and practices
that are developed in appropriate fora by private and government stakeholders who
value both trade and legitimate security interests (e.g., “Encryption Best Practices™
recently adopted by the six governments of the World Semiconductor Council);'™* and

® Pursuant to Article 2.2 of the TBT Agreement, WTO members may enact technical regulations that act as trade
barriers if they arc no morc restrictive than necessary to fulfili legitimate national security requircments, which arc
not defined in that WTQ agreement. A WTQ member also may ignore their intellectual property commitments
under the TRIPS agreement by either (i) taking any action “which it considers necessary for the protection of its
essential security interests™ as being related to war, emergencies in international relations, fissionable materials and the
traffic in arms, ammunition and implements of war (which interests are more narrowly defined than the TBT agreement
exemption); or (ii) honouring their commitments under the United Nations Charter for the maintenance of international
peace and security.  TRIPS Agreement, Article 73, The General Agreement on Tariffs and Trade (GATT), which
among other commitments prevents WTO members from diseriminating against foreign goods in favour of like
domestic goods, has a similar essential security exemption as the TRIPS agreement. GATT Art. XXL. See also
General Agreement on Trade in Services, Art. XIV bis.

¥ Those encryption best practices ensure thal any necessary national regulation affecting widely available IT
products that typically contain cryptographic capabilities is (1) limited to narrowly specified legitimate concerns
{e.g., export controls on munitions to targeted countrics); and (2) does not discriminatc against foreign IT goods or
require the transfer of I, See Joint Statement of the 14" Meeting of the World Semiconductor Council, Free and
Open Markets, Soul Korea (May 27, 2010). There also is emerging APEC work product “to develop options for
effective cyber securily initiatives against cyber threats,” which may be useful once fully developed. See Dralt

9
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* Require TPP parties to engage in a multilateral discussion on how the national and
essential security exemptions in various WTO agreements may be more clearly and
narrowly defined when applied to widely available commercial IT products that are
traded between the parties, with the goal of developing a common statement of
understanding among TPP parties that is similar to the WSC encryption best
practices.

If implemented, these recommendations will help drive a consensus among all stakeholders on
how the aforementioned WTO exemptions should be applied to our digital infrastructure and
ensure that any legitimate national or essential security concerns pertaining to that infrastructure
are addressed in a manner that is the least trade restrictive possible.

6. Comments on the TPP Technical Barriers to Trade Chapter

Technology regulations and standards can be significant enablers or impediments to the

digital economy given the need for diverse devices to be interoperable and communicate with
each other. For example, technology standards are critical because they allow devices that share
common protocols, such as fax smart phones and laptop computers, to communicate with each
other and even to be built in the first place.'” The international standards used to build these
devices are revised and improved over time, enabling more capable products and faster
communication networks. In contrast, by promulgating a technical regulation or standard that
favors local technologies, a country can protect its market from foreign digital products.

For this reason, the WTO Technical Barriers to Trade (“TBT”) Agreement strongly

favors the use of international voluntary standards and contains a notice and comment provision
that allows WTO members to provide input on draft national technical regulations and

standards’® supported by the central government.'” This commitment is often ignored, however,

Okinawa Declaration, “ICT as an Engine for New Socio-economic Growth,” The Eighth APEC Ministerial Meeting
on the Telecommunications and Information Industry (TELMIN 8) (30-31 October, 2010, Okinawa, Japan).
' A recent study (http://ssrn.com/abstract=1619440) documented 251 technical interoperability standards
implemented in a modern laptop. Many of these standards enable companies with different areas of competence
(e.g., display, slorage, microprocessors, memory), based in diflerent parts of the world, to contribute to the design
and manufacturing of a complex yet cost effective product.
' In contrast to voluntary international standards, prescriptive technical regutations and national standards
constrain product designs and/or lirait the type of technologies atlowed. For example, if energy efficiency
requirements apply to all components of an electronic good, rather than the overall performance of that good,
{lexibility to achieve the same efficiency goals in the most cost eftective and innovative manner is severely
restrained.  When preseriptive regulations affect a particular product, and vary signiticantly across geographies,
they can readily chill innovation and create major compliance and cost barriers by reducing economics of scale. The
WTO TBT Agreement generally requires that its members use performance-based regulations and avoid prescriptive
regulations. The OECD and APEC also stress the same principle. However, there is an emerging trend in some
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and, even if adhered to, is not very effective in terms of preventing on a timely basis
discriminatory technical regulations and standards that can impede the sale of IT products.

KORUS allows U.S. stakeholders, including private parties, to participate and
comment on an equal basis with national stakeholders in regulatory proceedings and standards
development that are required to be notified under the TBT Agreement. We strongly support this
public participation right, which goes beyond the provisions in the TBT Agreement requiring
only equal treatment for governments, not citizens or industry. The TPP agreement, however,
should go even further than KORUS to minimize the potential for discriminatory standards to be
used against U.S. exports.

Specifically, we recommend that the TPP agreement make clear that signatory
governments generally should not be involved in dictating or directing the development of IP
rights policies in conjunction with standard setting activities, which should be developed
according to market forces. Additionally, the TPP agreement should make clear that the TBT
Agreement does not generally allow the national standards of signatory governments to
significantly deviate from international standards even for legitimate reasons, % and in any such
cases, the burden should be on them to justify any deviations. Lastly, TPP member parties
should not be able to modify international standards to favor local technologies (and thus gain a
presumption of compliance with the TBT Agreement), and then later propose those national
modifications for acceptance as new international standards.'”

7. Comments on the TPP Due Process Chapter

A number of U.S. companies have faced significant due process issues overseas when
subjected to antitrust investigations initiated by foreign regulators, often at the request of their
domestic competitors. For these reasons, KORUS took a great step forward in establishing due
process provisions in a trade agreement. Nevertheless, the following essential elements are

missing from the KORUS due process chapter and should be included in the TPP agreement:

countries 1o pursue national technology standards and enact prescriptive regulations in the technology sector as they
develop their own high tech industry to increase domestic innovative capabilities.

7 WTO Agreement on Technical Barriers to Trade, (Art. 2.9; Annex 3.L).
¥ TBT Agreement, Art. 2.4 & Annex 3.F.
9 .

See id. Art. 2.5,

11



254

1. Each Party shall ensure that investigations are conducted and decisions are made in a
reasonable, transparent, consistent, and determinable time frame. Each Party shall afford
respondents the opportunity to engage with the competition authorities at key stages of the
investigation with respect to significant legal or practical issues, and afford respondents adequate
time to review all relevant evidence and offer defenses.

2. Each Party shall provide for the protection of business secrets and other information
treated as confidential under the laws of the reviewing jurisdiction. A Party’s authorities shall
not rely on any confidential information obtained from complainants or third parties to which a
respondent has not had a timely opportunity to review and respond.

3. Each Party shall respect the right against self-incrimination and allow attorneys for
respondents to attend interviews of their client companies and on-site inspections of those
companies subject to enforcement actions.

4. Each Party shall ensure that the authority bears the burden of proving violations of the
competition laws.

5. Before rendering a decision, each Party’s authorities shall provide to respondents all
relevant evidence, including copies of transcripts of hearings, witness interviews, and statements.
Each Party shall have an affirmative obligation to record any exculpatory evidence obtained in
the course of its investigation and provide it to respondents. All evidence should be provided
sufficiently in advance of any decision to allow respondents an adequate opportunity to make use
of the material in its defense.

6. Each Party shall assure that the person or persons responsible for rendering a final
decision are independent of the investigational and prosecutorial staff and do not themselves
perform an investigational or prosecutorial function.

7. Each Party shall ensure that all final administrative decisions finding a violation of its
competition laws are in writing and set out any relevant findings of fact and the reasoning and
legal and economic analysis on which the decision is based in sufficient detail to fully explain
the basis decision.

These additional due process protections ensure that companies, not just their products,

will be protected from bias or misguided actions by regulatory officials in a number of Asia-

Pacific countries that have new antitrust regimes.

III.  Conclusion

Intel appreciates the opportunity to comment on the TPP agreement. It is our hope that
this monumental agreement will be used to establish state-of-the-art provisions that eliminate
emerging trade barriers which have the potential to undermine our economic recovery. We look
forward to working with the U.S. government to modernize trade rules so that American exports

can be increased and U.S. innovation and jobs can be preserved.
12
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UPsS

Statement for the Record of Patrick L. Thomas
Vice President, UPS Corporate Public Affairs

COMMITTEE ON WAYS AND MEANS
Hearing on President Obama’s Trade Policy Agenda

February 9, 2011

UPS appreciates the opportunity to submit comments to the Ways and Means Committee
on the importance of global trade. As the world’s largest logistics and transportation
company, UPS knows the importance of trade to the U.S. economy. On average, UPS
delivers 15.1 million packages and documents each day, more than six percent of the U.S.
gross domestic product (GDP). UPS serves every address in the U.S. and more than 220
countries and territories worldwide with approximately 400,000 employees. Every 22
packages per day that cross an international border supports one job in UPS’s global
package operation.

With reduction of barriers to trade, UPS offers U.S. companies, both small and large, the
tools to take their products and services global. In other words, trade means more
opportunities for the U.S. economy.

Our mission is to enable our customers to reach their target markets, as our customer’s
businesses grow so does ours. To this end, UPS is pleased to work with Congress and
the Administration to ensure U.S. companies have the opportunity to compete globally on
a level playing field.

Trade Liberalization

Free trade agreements (FTAs) increase market opportunities and grow competitiveness
on a global scale. It is our experience that this is particularly true for U.S. FTAs and their
impact on the market reach and competitiveness of U.S. companies. UPS’s export
volume has increased 28 percent to countries with which the U.S. has brokered FTAs.

UPS supports the pending FTAs with South Korea, Panama and Colombia. These
agreements will increase market access, modernize and expedite customs procedures and
help to level the playing field, especially when competing against foreign state postal
operators.

UPS is encouraged by our Nation’s efforts to negotiate a Trans-Pacific Partnership (TPP)
Trade Agreement. With multilateral trade between the U.S. and Asia growing at a
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substantial pace, the need for a TPP is of great significance and opportunity to our
customers. A successful TPP will address trade facilitation concerns as a key component
in improving market access. Our industry often finds that, in addition to tariffs, non-tariff
barriers routinely hinder efficient access to international markets. To make matters worse,
regulations and changes in protocol and standards are often unpredictable. Well-crafted
and enforced trade agreements help solve those problems.

Services must be included in all trade negotiations and agreements. Services are the
backbone of the U.S. economy, providing 78 percent of our Nation’s economic output.
Transportation, logistics and distribution services such as those provided by UPS, are
imperative to commerce and an integral aspect to the international reach of U.S.
businesses.

Trade Facilitation

A recent UPS survey of its customers found that the top reasons for not exporting include
the complicated nature of customs compliance, tarifTs, duties and taxes and bureaucratic
obstacles of the associated forms and required documentation. These regulatory barriers
combine to discourage companies from expanding their business abroad and creating jobs
at home.

1t is crucial that the U.S. pursue policies of trade facilitation that will remove barriers to
entry and improve the efficiency of the global economy. The U.S. Government should
work multilaterally and bilaterally to encourage the modernization of practices that
expedite the customs clearance process with our trading partners.

When shipments arc unable to clear customs quickly, global trade decreases. Each
additional day a shipment spends in transit, decreases international trade by at least one
percent. A one-day improvement in transit time in the U.S. could result in $28.9 billion
per year in increased international trade.

With 96 percent of consumers living outside of the U.S., many in developing nations, it is
important to help build international economic and market capacity. UPS and the express
delivery industry has partnered with the World Bank in order to improve efficiency and
ensure predictability for our customers. Our efforts include automating their customs
processes which will not only make them more efficient, but will increase transparency
and eliminate the element of corruption. These improvements allow foreign consumers
better access to goods and give exporting companies reliable access to important
emerging markets.

Trade Promotion and Access to Capital

In addition to removal of trade barriers, the U.S. Government needs (o ensure that its
companies are not at a competitive disadvantage to foreign companies concerning trade
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promotion activities. Strong public-private partnerships are paramount to helping more
American companies engage in trade. The federal government should continue to
enhance the resources available to trade promotion agencies such as the U.S. Commercial
Services (USCS) and the Export -Import bank which have a proven track record of
helping businesses reach new markets.

For example, in 2007, UPS developed a strategic marketing partnership with the USCS to
promote federal trade programs to our customers. This effort proved so successful that in
2010, UPS launched with USCS the New Market Exporter Initiative — Beyond One
Campaign. The objective of this initiative is to leverage UPS’s partnership with the
USCS to help single-market exporters sell to additional international markets. Over the
last three years of this partnership, UPS has counseled more than 18,000 customers
regarding the Commercial Service’s offerings. UPS and the Commercial Service have
convened more than 70 export-related seminars. The USCS is able to help identify
potential markets for many of our customers, and we add our shipping and logistics
expertise.

In response to the 2010 National Export Initiative, UPS and USCS are developing a suite
of special programs to help further boost exports. These programs include a UPS landing
webpage and industry specific pages, special pricing on bundled services, and assigning
personnel specifically to handle companies looking to expand to new markets. Even with
these efforts and the work done by the USCS, businesses still face numerous challenges
to exporting. UPS works with companies to overcome these hurdles; however the
government has a role to play in easing these burdens, too.

U.S. companies face additional challenges securing financing for exports. At UPS, we
realize the importance of access to credit which is why UPS’s financing arm, UPS
Capital Corp., is a leading user of Export-Import Bank loan programs. In 2009, UPS
Capital funded over $88 million dollars in Joans backed by the Ex-Im Bank. UPS Capital
is also working with the Small Business Administration (SBA) to develop an offer of
Export Working Capital loans. These short term transactional loans allow small
businesses to finance the goods they are exporting.

Bilateral Investment Agreements

Openness to foreign investment has provided significant benefits to the U.S., and to other
countries regardless of their level of development. The U.S. has concluded
approximately 50 Bilateral Investment Treaties (BITs) that promote open and transparent
investment climates abroad, while ensuring that U.S. investors receive the same non-
discriminatory treatment given to foreign investors in the U.S. Investment chapters in
our recent free trade agreements provide similar treatment. The record clearly suggests
that U.S. investment abroad stimulates additional exports from the U.S. Therefore, it is
critical that we preserve the attractiveness of the U.S. to foreign investors.

UPS would like to thank the Committee for holding this important and timely hearing.
We commend the Committee’s pursuit of promoting American exports and focus on
growth through trade. UPS strongly supports all etforts to increase global trade and stand
committed to assist in achieving these goals.

O
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