The U.S International Trade Commission is an independent, nonpartisan, quasi-judicial federal agency that
provides trade expertise to both the legislative and executive branches of government, determines the impact of
imports on U.S. industries, and directs actions against certain unfair trade practices, such as patent, trademark,
and copyright infringement. ITC analysts and economists investigate and publish reports on U.S. industries and
the global trends that affect them. The agency also maintains the National Library of International Trade, a
specialized library open to the public.
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MESSAGE FROM THE CHAIRMAN

The United States International Trade Commission has completed yet another challenging year. In Fiscal
Year (FY) 1997, the Commission found its services in increased demand, both in its administration of U.S. trade
remedy laws and in its support to trade policymakers in Congress and the Executive Branch.

By statute, the Commission's essential mandate is to ensure that domestic import remedy statutes are
fairly and objectively administered. In FY 1997, the Commission saw an increase in the number of antidumping
and countervailing duty cases before it, but that increase pales in comparison to what lies ahead. In the coming
year, the Commission will begin the review required by the Uruguay Round Agreements Act of all outstanding
antidumping and countervailing duty orders. The prospect of reviewing hundreds of such orders is daunting, but
the Commission has spent considerable time over the last year preparing to meet this new responsibility. With the
first of these reviews beginning in July 1998, the Commission will undoubtedly intensify its preparationsin the
coming months so that it will be well equipped for this new challenge.

While the Commission's administration of trade remedies continues to be top priority, it also has an
important charge to support U.S. trade policymakers. Asinternational trade increasesitsrolein the U.S.
economy, this function becomes ever more important, and the Commission's constituency grows larger and more
varied. In FY 1997, the Commission completed an impressive number of factfinding investigations under Section
332 of the Tariff Act of 1930. The agency is striving continually to perfect the skills needed to perform this
research for the trade policy community, whether it be through the improvement of basic trade data, the
development of new industry expertise, or the refinement of its analytical tools with respect to the effects of
potential trade agreements.

The Commission's ability to meet its challenges today and tomorrow depends on its most important
resource — its permanent staff. As an agency, the Commission excels because of the expertise, professionalism,
dedication, and pride in public service of the Commission's employees. Whether addressing the significant trade
issues critical to the U.S. economy or the daily ins-and-outs of running a small independent government agency,
our personnel are at the heart of our mission. And for their support of mein my “rookie” year, | am deeply
grateful.

MarciaE. Miller
Chairman






THE COMMISSION

The ITC is an independent, nonpartisan, quasi-judicial federal agency established by Congress with a
wide range of trade-related mandates. Under its factfinding authority, the ITC exercises broad investigative
powers on matters of trade. In its adjudicative role, the ITC makes determinations with respect to unfair trade
practices. Asthe government's think tank on international trade, the ITC is anational resource where trade data
are gathered and analyzed. Information and analysis are provided to the President and the Congress to assist them
in developing U.S. trade policy.

ITC activities include —

. determining whether U.S. industries are materially injured by reason of imports that benefit from pricing at
less than fair value or from subsidization;

. directing actions, subject to Presidential disapproval, against unfair trade practices such as patent
infringement;

. making recommendations to the President regarding relief for industries seriously injured by increasing
imports;

. providing objective analyses of other major trade issues, including estimating the probable economic effects
of trade agreements;

. analyzing the competitiveness of specific industries, seeking to identify economic factors within the industry
aswell as external factors that affect the industry's competitiveness;

. participating in the development of uniform statistical data on imports, exports, and domestic production and
in the establishment of an international harmonized commodity code; and

. advising the President whether agricultural imports from non-WTO countries interfere with price-support
programs of the U.S. Department of Agriculture.

The six Commissioners are appointed by the President and confirmed by the Senate for terms of nine
years, unless appointed to fill an unexpired term. The terms are set by statute and are staggered so that a different
term expires every 18 months. A Commissioner who has served for more than five yearsisineligible for
reappointment. No more than three Commissioners may be members of the same political party. The Chairman
and the Vice Chairman are designated by the President and serve for a statutory two-year term. The Chairman
may not be of the same political party as the preceding Chairman, nor may the President designate two Commis-
sioners of the same political party asthe Chairman and Vice Chairman.



Summary of Investigations Completed, Fiscal Year 1997

Tariff Act of 1930:

Section 332—general factfinding iNvestigations . . . ... 13
Section 337—investigations of alleged unfair practices in the import and sale of imported products . . .. .. .. 10

Antidumping and countervailing duty investigations (37 antidumping investigations—
25 preliminary and 12 final;6 countervailing duty investigations—6 preliminary
and O FiNal) . ..o 43

Omnibus Trade and Competitiveness Act of 1988:
Section 1205—modificationsto the HTS ... ... . 1

Investigations completed during fiscal year 1997 and investigations pending on September 30, 1997, are shown in
appendix A.



THE COMMISSIONERS

Marcia E. Miller
Chairman

MarciaE. Miller, a Democrat of Indiana, was designated Chairman of the ITC by President Clinton for
the term ending June 16, 1998. She became a member of the Commission on August 5, 1996, to fill the
Commission term ending December 16, 2003. Prior to her appointment, Ms. Miller was the Minority Chief
International Trade Counselor with the U.S. Senate Committee on Finance, which has jurisdiction over U.S.
foreign trade policy, customs and import matters, and the budgets of several related agencies. She was named
Chief International Trade Counselor to the Finance Committee by then-Chairman Daniel Patrick Moynihan in
February 1993 following five years of service as a professional staff member with the Committee. Earlier in her
career, Ms. Miller was an international economist with the law firm of Wilmer, Cutler, and Pickering. Prior to
that, she handled international trade issues for the American Textile Manufacturing Institute. Ms. Miller holds a
master of arts degree from the School of Advanced International Studies, Johns Hopkins University, and a
bachelor of arts degree from Miami University in Oxford, Ohio.

Lynn M. Bragg
Vice Chairman

Lynn Munroe Bragg, a Republican of Maryland, was designated Vice Chairman of the ITC by President
Clinton for the term ending June 16, 1998. She was appointed by President Clinton and was sworn in as a
member of the Commission on March 31, 1994, for the term ending June 16, 2002. Prior to her appointment to
the ITC, Ms. Bragg served in a senior management position with the Edison Electric Institute as a director of
government affairs. From 1981 to 1991, Ms. Bragg served on the staff of former Senator Malcolm Wallop
(R-WY) asthe Legidlative Director and a Legislative Assistant. Previously, she held several positionsin the
corporate affairs department of the Potomac Electric Power Company (PEPCO) in Washington, DC. She holds a
B.A. degree with Final Honors from Mary Washington College and a M.S. degree from Boston University.

Don E. Newquist

Don E. Newquist, a Democrat of Texas, was appointed to the ITC to fill an unexpired term on October
18, 1988, and reappointed to a nine-year term ending December 16, 1997. Mr. Newquist served a
two-and-one-half year term as Chairman of the ITC. He wasfirst designated Chairman by President Bush on
December 13, 1991, and was redesignated Chairman on June 16, 1992, for the term ending June 16, 1994. Before
his appointment to the Commission, Mr. Newquist was with VValero Energy Corporation as Senior Vice President
for Corporate Relations. He also served as general manager of the Chamber of Commerce of Denver, CO, and
before that was with the Chamber of Commerce of Corpus Christi, TX. Heisa past president of the South Texas
Chamber of Commerce.

Carol T. Crawford

Carol T. Crawford, a Republican of Virginia, was appointed by President Bush and sworn in as a member
of the Commission on November 22, 1991, for the term ending June 16, 1999. Prior to her appointment, Ms.
Crawford was Assistant Attorney General (Legidlative Affairs) in the U.S. Department of Justice. From 1985 to
1989, she served as Associate Director of the Office of Management and Budget where she was responsible for
budget and policy oversight for five cabinet-level departments and related agencies. She served at the Federal
Trade Commission as Director of the Bureau of Consumer Protection from 1983 to 1985 and as Executive



Assistant to the Chairman from 1981 to 1983. Previously, she practiced law in Washington, D.C., was Senior
Legidative Assistant to Senator Bob Packwood (R-OR), and was on the legidlative staff of Rep. Robert Denney

(R-NE). Ms. Crawford holds aB.A. from Mt. Holyoke College and a J.D., magna cum laude, from the
Washington College of Law, American University.






INTRODUCTION

A steady caseload, preparations for new responsibilities, and technological advancements highlighted
activities at the U.S. Internationa Trade Commission during Fiscal Y ear 1997.

In addition to completing 67 investigations during the year, the agency began to lay the groundwork
needed to carry out itsimpending new requirement to review hundreds of outstanding antidumping and
countervailing duty orders. Review cases under this requirement are expected to begin in FY 1998.

The ITC completed 43 title V11 (mostly antidumping) investigations, 10 section 337 investigations, and
13 section 332 genera factfinding investigations during FY 1997. Information on these investigations is included
in the Highlights section and appendix A of this report.

Among the key factfinding investigations completed during the year were The Impact of the North
American Free Trade Agreement on the U.S. Economy and Industries: A Three-Year Review (Inv. No. 332-381),
requested by the USTR to serve as aresource for the President's legally mandated report to Congress on the
NAFTA's first three years; Fresh and Processed Potatoes: Competitive Conditions Affecting the U.S. and
Canadian Industries (332-378), an investigation for the USTR that explored competition in the potato industry;
Likely Impact of Providing Quota-Free and Duty-Free Entry to Textiles and Apparel from Sub-Saharan Africa
(332-379), an assessment for the House Committee on Ways and Means of the competitiveness of the textile and
apparel industries in Sub- Saharan Africaand the likely impact of granting increased access to the U.S. market for
textiles and apparel from the region; and General Agreement on Trade in Services: Examination of South
American Trading Partners' Schedules of Commitments (332-367) and General Agreement on Trade in Services:
Examination of Asia-Pacific Trading Partners' Schedules of Commitments (332-374), two reportsin a series
examining the schedules of commitments agreed to by U.S. trading partners under the Uruguay Round
Agreement's General Agreement on Trade in Services. Information on I TC factfinding investigations can be
found in the Highlights section and appendix B of this report.

ITC staff provided technical assistance to the U.S. Trade Representative throughout the year. Such
assistance spanned a broad range of bilateral and multilateral trade issues and included support of activities of the
World Trade Organization, the Organization for Economic Cooperation and Development, and the APEC forum.

The Commission continued to maximize its efficiency through the use of technology during FY 1997.
The agency expanded its public Internet homepage, further developed its Intranet as a means of internal
communication, and took steps to expand the public's use of its Electronic Document Imaging System (EDIS). In
support of the agency's role as an information resource, I TC staff built an extensive tariff and trade computerized
data “warehouse” during the year, then expanded on that base by developing a user-friendly self-service retrieval
system to bring data to the desktop of trade analysts and economists. The tariff portion of this material is now
available on the ITC's Internet server (www.usitc.gov), offering worldwide interactive access to the U.S. tariff
schedules for the first time. The trade portion of the system is still under development and promises to be a
valuable tool for ITC staff to use in providing data and analysis for policy development, research, and
investigation support on trade issues.

During FY 1997, the ITC successfully renegotiated its lease, which resulted in significant savingsto the
U.S. government. In addition, the agency donated over 250 surplus personal computers to more than 20 schools
and community-based educational organizationsin the D.C. metropolitan area during FY 1997. The computers
became available following the agency's recent equipment upgrade. All three of the ITC's Partner in Education
(PIE) schools received donated computers, and PIE staff volunteers oversaw all aspects of the preparation and
distribution process.



Finally, two Commissioners resigned during FY 1997. Commissioner Peter S. Watson resigned on
October 31, 1996, and Commissioner Janet A. Nuzum resigned on January 31, 1997.






PART |. HIGHLIGHTS

INVESTIGATIONS UNDER TITLE VII OF THE TARIFF ACT OF 1930

Under title V11 of the Tariff Act of 1930, U.S. industries may petition the government for relief from
imports that are sold in the United States at less than fair value (“dumped”) or which benefit from subsidies
provided through foreign government programs.

Under the law, the U.S. Department of Commerce determines whether the dumping or subsidization
exists and, if so, the margin of dumping or amount of the subsidy. The ITC determines whether the dumped or
subsidized imports materially injure or threaten to materially injure the U.S. industry. A more detailed
explanation of the antidumping/countervailing duty laws is included in appendix C.

Twenty-nine title VII petitions were filed with the Commission in FY 1997, compared with 14 in FY
1996. The majority concerned allegations of dumping (23 of the 29). The petitions covered a variety of products,
including cut-to-length carbon steel plate, collated roofing nails, needle bearing wire, static random access
memory semiconductors, carbon steel wire rod, ultra-high temperature milk, fresh Atlantic salmon, and stainless
steel wire rod.

The Commission also finished work on a number of cases that had been filed during FY 1996. These
included beryllium metal, brake drums and rotors, crawfish tail meat, melamine dinnerware, persulfates, spun
rayon yarn, steel reinforcing bar, supercomputers, and turbo compressor systems. See appendix A for a complete
list of investigations and accompanying details.

INVESTIGATIONS UNDER SECTION 337 OF THE TARIFF ACT OF 1930

Under section 337 of the Tariff Act of 1930, the ITC conducts investigations into certain alleged unfair
practices in import trade. Most complaints filed under this provision involve alegations of patent infringement,
trademark infringement, or misappropriation of trade secrets. A more detailed explanation of section 337 is
included in appendix C.

In FY 1997, the ITC's section 337 casel oad was again dominated by investigations involving complex
technologies. A majority of section 337 investigations concernedproducts in the computer and
telecommunications fields, including digital satellite television systems, global positioning systems, logic
emulation systems used to design computer chips, screen printers used in circuit board manufacturing, and
electronic “smart” cards, as well as various types of integrated circuit devices and processes for semiconductor
fabrication. Several other investigations involved sophisticated products and technologies, including diagnostic
screening kits for detecting HIV virus levels and mass spectrometers used to analyze the composition of
substances. Other section 337 investigations active during the year concerned agricultural tractors, heavy duty
tires for long-haul transport vehicles, toothbrushes, pocket knives, and ornamental lamps.

During FY 1997, 18 of the Commission's section 337 investigations involved the alleged infringement of
utility patents, and one investigation involved alleged infringement of a design patent. Three investigations
included allegations of trademark infringement, and one investigation involved allegations of copyright
infringement. One of the trademark-based investigations also included allegations of various additional unfair
acts, including unauthorized use of a proprietary design and misleading customers into believing that respondents
product was that of complainants. The Commission’s caseload also included two remanded investigations, as well



as aformal enforcement proceeding related to alleged violations of a consent order entered in a previously
concluded section 337 investigation, and a sanctions proceeding related to another previously concluded
investigation.

INVESTIGATIONS UNDER THE TRADE ACT OF 1974

Under section 201 of the Trade Act of 1974, domestic industries seriously injured by increased imports
may petition the ITC for import relief. Section 201 does not require afinding of an unfair trade practice, as do the
antidumping/countervailing duty laws and section 337 of the Tariff Act of 1930. If the Commission makes an
affirmative determination in a section 201 investigation, it recommends to the President relief that would remedy
the injury and facilitate industry adjustment to import competition. The President makes the final decision
whether to provide relief and the amount of relief. A more detailed description of section 201 appearsin
appendix C.

The Commission instituted one global safeguard (section 201) investigation during the year, involving
wheat gluten. See appendix A for details.

INVESTIGATIONS UNDER SECTION 332 OF THE TARIFF ACT OF 1930

Under section 332 of the Tariff Act of 1930, the ITC conducts general investigations on any matter
involving tariffs and international trade. Some of the most significant analytical section 332 studies completed
during the year are highlighted below. Detailed information on other ITC reports completed during FY 1997 or
pending on September 30, 1997, is provided in appendix B.

Studies Analyzing Various Aspects of U.S. Trade Agreements and Other Special Trade
Programs

The Impact of the North American Free Trade Agreement on the U.S Economy and Industries:
A Three- Year Review (332-381)

On April 22, 1997, the USTR requested that the ITC conduct an investigation on the impact of the
NAFTA on the U.S. economy and on industries particularly affected by the agreement during the agreement's first
three years. The USTR indicated that the ITC report would serve as aresource for the Administration in
preparing the President's legally mandated report to Congress on the operation and effects of the NAFTA during
this time frame.

The ITC report, submitted in June 1997, found that the NAFTA had positive, modest effects on the U.S.
economy during the agreement's first three years, that many of the NAFTA's most important effects cannot be
easily quantified, and that the full effects of the NAFTA will not be known for many years. ITC staff conducted
guantitative, econometric analyses of over 200 industries to identify NAFTA effects and examined industry data
on 68 aggregate industry sectors to identify qualitatively the effects of the NAFTA. Together, the different
approaches gave a more complete and balanced picture of the NAFTA's effects on the U.S. economy and U.S.
industries than would either approach in isolation. The ITC report assessed the NAFTA's impact on the U.S.
economy and on U.S. industries particularly affected by the agreement since its implementation. The report also
analyzed the effects of the NAFTA on sectoral trade, employment, and productivity, as well as the aggregate
effects on the U.S. economy.



General Agreement on Trade in Services: Examination of South American Trading Partners Schedules of
Commitments (332-367)

On April 5, 1996, the USTR requested that the I TC examine the schedules of commitments submitted by
nine South American countries under the General Agreement on Trade in Services (GATS). The countries
covered by the investigation were Argentina, Bolivia, Brazil, Chile, Colombia, Paraguay, Peru, Uruguay, and
Venezuela. The ITC was asked to explain the commitments in non-technical language as they relate to seven
service industries and to identify potential benefits and limitations that may accrueto U.S. service providers. The
ITC report, submitted to the USTR in December 1996, found that commitments made by South American
countries under the GATS provide a substantial foundation from which to achieve progressive liberalization. The
report further found that, due to wide- spread omission of commitments on some service industries, the South
American schedules provide only modest immediate benefits to U.S. service providers; however, by presenting
some information on impediments to trade in services when little was available previously, and by establishing a
framework for future negotiations, the GATS provides a substantial foundation from which to achieve progressive
liberalization. The ITC investigation examined the following industries: distribution services (defined as
wholesaling, retailing, and franchising services); education services, communications services (e.g., enhanced
telecommunication services, courier services, and audiovisual services); health care services; professional services
(e.0., accounting, engineering, construction, architectural, advertising, and legal services); land-based
transportation services; and travel and tourism services.

General Agreement on Trade in Services. Examination of Asia-Pacific Trading Partners Schedules of
Commitments (332-374)

On November 12, 1996, the USTR requested that the I TC examine the schedules of commitments
submitted by 10 Asia/Pacific trading partners under the General Agreement on Trade in Services (GATS),
explaining the commitments in non-technical language, and identify the potential bene-fits and limitations of the
commitments. The countries covered by the investigation were Australia, Hong Kong, India, Indonesia, Korea,
Malaysia, New Zealand, the Philippines, Singapore, and Thailand. The ITC report, submitted to the USTR in
August 1997, found that commitments made by Asia/Pacific trading partners under the GATS lay an effective
foundation from which to achieve progressive liberalization of international trade and investment in services. The
ITC further found that the schedules of commitments submitted by Asia/Pacific trading partners vary significantly
from one partner to another; that treatment of industries also varied considerably across trading partners; and that
capital investment issues appear to be of considerable concern among Asia/Pacific trading partners, several of
which scheduled restrictions on foreign direct investment in service industries. The ITC report examined the
following industries: distribution services (defined as wholesaling, retailing, and franchising services); education
services; communications services (defined as enhanced telecommunication services, courier services, and
audiovisual services); health care services; professional services (defined as accounting, advertising, and legal
services); architectural, engineering, and construction services; land-based transportation services (defined as rail
and trucking services); and travel and tourism services.

Studies on Special Areas of Congressional or USTR Interest
Cattle and Beef: Impact of the NAFTA and the Uruguay Round Agreements on U.S Trade (332-371)

Section 58 of the Miscellaneous Trade and Technical Corrections Act of 1996 required the ITC to
conduct a study for the House Committee on Ways and Means and the Senate Committee on Finance on the
impact of the NAFTA and the Uruguay Round Agreements on U.S. imports and exports of live cattle for slaughter
and fresh, chilled, or frozen beef. The law further required the ITC to report on the steps that have been taken by
the United States since the enactment of the NAFTA to prevent the transshipment of live cattle and fresh, chilled,



or frozen beef through Mexico and Canada for importation into the United States. The ITC report, submitted in
July 1997, found that the NAFTA has enhanced U.S. exports of beef to Mexico, with the United States now
supplying virtually all of Mexico's beef imports. The ITC also reported that the Uruguay Round Agreements have
not had a significant impact on U.S. trade in cattle for slaughter or beef. The ITC further reported that the U.S.
Customs Service performed 10 NAFTA verification audits on producers of beef products in Canada and Mexico in
1995 and reported that no transshipment of live cattle and fresh, chilled, or frozen beef through Mexico and
Canadafor importation into the United States was detected. Also, the ITC reported that the NAFTA
Implementation Act requires the Secretary of Agriculture to submit an annual report to Congress on the inspection
of food and agricultural products imported into the United States in commercially significant quantities from
Mexico and Canada, and that the Secretary reported that in 1995, the latest year for which data were available, the
U.S. Department of Agriculture was not aware of any transshipment.

Likely Impact of Providing Quota-Free and Duty-Free Entry to Textiles and Apparel from Sub-Saharan Africa
(332-379)

On January 13, 1997, the House Committee on Ways and Means requested that the ITC provide an
assessment of the competitiveness of the textile and apparel industries in Sub-Saharan Africa and the likely impact
of granting increased access to the U.S. market for textiles and apparel from the region. Legislation introduced in
April 1997 (H.R. 1432, The African Growth and Opportunity Act) would grant such trade preferences.

The ITC report, submitted in September 1997, found that allowing duty-free and quota-free entry for
textiles and apparel from Sub-Saharan Africa would have a modest effect on U.S. producers' textile and apparel
shipments. The report noted that seven of the 48 countries in Sub-Saharan Africa currently compete in the global
textile and apparel market and could expand exports to the United States, while nine other Sub-Saharan Africa
countries have the potential to expand exports to the United States. The other Sub-Saharan Africa countries are
less likely to compete in the U.S. market, according to the report. The report further noted that uncertainty
regarding the economic environment in SubSaharan Africa with respect to limited infrastructure development,
macro-economic policies, and political instability precluded assessing the extent to which foreign direct
investment would be attracted to the region, particularly in the short term. However, new investment in the region
resulting from preferential access to the U.S. market would likely be in the apparel sector, according to the report.
Entry barriers for production of apparel, compared with that for textiles, are generally minimal in terms of capital
and infrastructure requirements.

Advice Concerning the Addition of Certain Pharmaceutical Products and Chemical Intermediates to the
Pharmaceutical Appendix to the Harmonized Tariff Schedule of the United States (332-376)

On December 18, 1996, the USTR requested that the I TC provide advice concerning the addition of
certain pharmaceutical products and chemical intermediates to the Pharmaceutical Appendix to the Harmonized
Tariff Schedule of the United States. The ITC's advice was required under section 115 of the Uruguay Round
Agreements Act (19 U.S.C. 3524). The products involved were being considered for addition to the 7,000
products already covered by the Pharmaceutical Appendix to the HTS, which was implemented as part of the
pharmaceutical agreement negotiated during the Uruguay Round of trade negotiations. The Pharmaceutical
Appendix enumerates pharmaceutical products and chemical intermediates, as well as specified pharmaceutical
product derivatives, that may be entered duty-free as aresult of U.S. commitments made during the Uruguay
Round. If added to the Pharmaceutical Appendix, the 496 products, and specified derivatives, would also be
eligible for duty-free treatment. The ITC report, submitted in January 1997, provided a summary description of



the products contained in the existing Pharmaceutical Appendix and the modifications to be made to the appendix;
an explanation of the relationship of the pharmaceutical agreement, including the Pharmaceutical Appendix, to the
HTS; and estimates of current U.S. imports, and where possible, U.S. exports of the products included in the
existing Pharmaceutical Appendix aswell as the proposed additions to the Appendix.

Advice Concerning the Proposed Modification of Duties on Certain Information Technology Products and
Distilled Spirits (332-380)

On February 25, 1997, the USTR requested that the ITC provide information and advice on the
information technology products and distilled products under consideration for tariff modification. The Uruguay
Round Agreements Act authorizes the President, subject to consultation and layover regquirements, to proclaim
further modifications of any duty for articles contained in atariff category that was part of the U.S. “zero-for-
zero” initiative. The President isrequired to obtain advice regarding such proposed actions from the ITC. The
ITC report, submitted in April 1997, found that the elimination of tariffs on information technology productsis
expected to result in increased market access opportunities for nearly all of the participants in the Information
Technology Agreement adopted at the WTO Ministerial Conference in Singapore in December 1996. It also
indicates that eliminating tariffs on distilled spirits should provide increased access to both the United States and
the European Union markets.

Studies Analyzing the Competitiveness of U.S. Industry

Fresh and Processed Potatoes: Competitive Conditions Affecting the U.S. and Canadian Industries (332-378)

On January 9, 1997, the USTR requested that the ITC investigate the conditions of competition between
the United States and Canada in potatoes and potato products. The USTR reported that the U.S. fresh and
processed potato industries had expressed concerns about increased imports from Canada and believed that these
imports might be benefiting from Canadian government policies and industry pricing practices. The USTR
reguested that the ITC report on factors affecting trade between the United States and Canada in fresh table stock
potatoes, seed potatoes, raw potatoes for processing, and frozen processed potatoes.

The ITC report, submitted in July 1997, found that increasing imports of fresh table stock potatoes appear
to have little effect on U.S. production and prices nationally but do appear to directly displace fresh table stock
potatoes produced and consumed in the Northeastern United States. The report also indicates that there are no
apparent large cost-of-production advantages between the United States and Canada in the growing of potatoes or
in the production of processed potato products. The ITC further reported that U.S. federal and state government
assistance to the potato growing and processing industries consists of crop insurance, disaster assistance, credit
assistance, research and extension, export promotion, government purchases of potatoes and potato products for
school lunch and other food programs, and past development of irrigation projects. Canadian federal and
provincial governments have facilitated the development of the potato growing and processing industry through
low- or zero-interest loans to processing and packing operations, financial assistance for construction of
wastewater recovery facilities, grants or zero-interest loans to build potato storage facilities, low-cost land leasing
arrangements, and development of irrigation facilities. Canadian farmers are also eligible for federal provincial
assistance programs including direct loan and loan guarantees, crop and disaster insurance, and whole farm
income insurance.



Studies Conducted on a Recurring Basis

U.S Trade Shiftsin Selected Industries: Services Shiftsin U.S Merchandise Trade in 1996 (332-345)

On August 27, 1993, the Commission instituted on its own motion an annual investigation to review U.S.
trade performance, focusing on changes in U.S. imports, exports, and trade balances of key agricultural and
manufactured products and on changesin U.S. bilateral trade with major trading partners. In FY 1995, the ITC
expanded the scope of its investigation and launched a separate publication focusing on the U.S. service sector,
which accounts for 77 percent of U.S. gross domestic product and 78 percent of the U.S. workforce. The current
report on services, published in May 1997, presents a statistical overview of U.S. trade in services and provides
industry-specific analyses focused on trends in exports, imports, and trade balances during 1994-95. The report
concludes with an examination of extended negotiations over financial, maritime transport, and basic
telecommunication services within the World Trade Organization. The 1996 annual report on merchandise trade,
published in September 1997, reviews U.S. trade performance in 1996. It also profiles the U.S. industry and
market for nearly 300 industry and commodity groups, providing data for 1992-96 on domestic consumption,
production, employment, trade, and import penetration. The report also covers significant bilateral shiftsin trade
with the 10 largest U.S. trading partners and additional discussions on trade with the European Union and the
Asia-Pacific Economic Cooperation forum; bilateral/multilateral trade developments, including Chile's possible
accession to the NAFTA and the possibility of U.S. economic aid for Sub-Saharan Africa; and rankings of the
industry and commaodity groups that experienced the most significant shiftsin trade during 1996. The ITC has
published trade shifts reports on a quarterly, semiannual, or annual basis since 1981.

ANNUAL REPORT ON THE U.S. TRADE AGREEMENTS PROGRAM

The Year in Trade 1996

Section 163(b) of the Trade Act of 1974 requires the ITC to submit to the Congress an annual report on
the operations of the trade agreements program. The report, now known as The Year in Trade, provides the
Congress with factual information on trade policy and its administration. It also serves as an historical record of
the major trade-related activities of the United States for use as a general reference by government officials and
others with an interest in U.S. trade relations.

The Year in Trade 1996, published in April 1997, provides a practical guide to U.S. international trade
laws, areport on the operation of the World Trade Organization, areview of U.S. bilateral trade agreements with
major trading partners, and a survey of U.S. trade sanctions. The report also examines developments in two
important regional forums—the NAFTA and APEC. The publication includes complete listings of antidumping,
countervailing duty, intellectual property rights infringement, and section 301 cases undertaken by the U.S.
government in 1996. An index geared to trade specialists cross-references the report by country and commodity.






PART I1. ORGANIZATIONAL ACTIVITIES

OFFICE OF OPERATIONS

The ITC's core of investigative, industry, economic, nomenclature, and technical expertiseisfound
within the Office of Operations. Under the supervision of the Director, staff in the component offices of
Operations complete al statutory investigations, studies, and special work projects assigned by the Commission.
The work includes compl eting the investigations within statutory deadlines and with alevel of accuracy and detail
suitable for subsequent review by the courts. The officeis also responsible for information resources and
statistical services.

During FY 1997, the office focused on its role as an information source and built an extensive tariff and
trade computerized data “warehouse.” Building on this base, Operations staff then developed a user-friendly
self-service retrieval system to bring data to the desktops of trade analysts and economists. The tariff portion of
this material is now available on the ITC Internet server (http://www.usitc.gov), providing worldwide interactive
access for the first time to the U.S. tariff schedules. The trade portion of the interactive data retrieval systemis
nearing the end of its testing period and promises to be a valuable tool for ITC usein providing data and analysis
for policy development, research, and investigation support on trade issues.

Office of Investigations

The Office of Investigations conducts the ITC's countervailing duty, antidumping, and review
investigations under title VII of the Tariff Act of 1930; escape clause and market disruption investigations under
the Trade Act of 1974; investigations under section 302 of the NAFTA Implementation Act of 1994; and
investigations under section 22 of the Agricultural Adjustment Act.

The primary responsibility of the Office of Investigationsis to prepare an objective and comprehensive
report in each investigation that will enable the Commission to determine, on the basis of the facts of the
investigation, whether a U.S. industry has been injured or is threatened with injury by reason of imports of
products like those it produces. The key investigations conducted by Investigations during FY 1997 are discussed
in the Highlights section of this report.

In each investigation, an investigative team (made up of a supervisory investigator, an investigator, and
an accountant/auditor from Investigations as well as an economist, a commodity-industry analyst, and an attorney)
develops a thorough understanding of the conditions of competition within the domestic market of the industry
under investigation. Largely through industry-specific questionnaires, telephone interviews, plant visits,
consultations with technical and marketing specialists, and public hearings, the team collects and analyzes the
extensive data that constitute the report to the Commission. Data presented in the staff's report include, but are
not limited to, the industry's productive capacity, actual production, capacity utilization, domestic and export
shipments, inventories, imports, domestic market shares held by U.S. and foreign suppliers, employment, hours



worked, productivity, wages and total compensation paid, unit labor costs, pricing, distribution channels, and full
financial data on the U.S. companies producing the product under investigation. Somewhat more limited
information about the foreign industry producing the product under investigation is also collected and analyzed.

Investigations staff members work closely with officials at the U.S. Department of Commerce, the U.S.
Customs Service, parties to the investigations and their attorneys, and company officials for both U.S. producers
and importers of the product. Investigators also assist the USTR following Commission recommenda-tions to the
President in escape clause, market disruption, and section 22 cases.

Office of Industries

The Office of Industries maintains technical expertise related to the performance and global
competitiveness of U.S. industries and the impact of international trade on those industries. International trade
analysts in the office produce studies on arange of issues each year. Studies generally are conducted under
section 332 of the Tariff Act of 1930 at the request of the President or specific committees of Congress or on the
ITC'sown motion. Industries staff includes international trade analysts who monitor the import, export,
production, and sale of more than 8,000 agricultural products, raw materials, and manufactured products as well
as anumber of U.S. service industries.

Upon request, Industries analysts provide information and assistance related to international trade
negotiations to the USTR. In addition to conducting factfinding investigations, Industries analysts contribute
substantially to congressional bill reports, which analyze proposed tariff-related legislation. They also assist the
Office of Investigationsin title V11 investigations. The office also publishes the Industry, Trade, and Technology
Review, a quarterly collection of timely analytical articles developed by Industries analysts in the course of their
research.

During FY 1997, the Office of Industries conducted 11 investigations under section 332, including both
one-time factfinding studies and continuing industry surveys. The office a'so completed recurring studies and
monitoring reports requested by the President, Congress, and the Commission. These reports covered nonrubber
footwear, automobiles, ethyl alcohol, the U.S. services commitments under the General Agreement on Tariffs and
Trade (GATT), imports of textiles and apparel in 1996, imports of tomatoes and peppers, foreign barriers to
investment, and production sharing under chapter 98 of the Harmonized Tariff Schedule. The office aso
published its annual analyses of significant trade shiftsin selected commodity areas and its separate report
covering service industries.

Since the 1920s, the ITC periodically has issued a series of detailed reports on thousands of products im-
ported into and exported from the United States. Each report, known today as an Industry and Trade Summary,
addresses one or more industry sectors and contains information on product uses, customs treatment, and trends
affecting consumption, production, and trade of the commaodities or services covered. The Office of In- dustries
launched its most recent series of summariesin FY 1991; during FY 1997, seven summaries were published,
bringing the total number of summaries published in this seriesto 120.

Office of Economics

The Office of Economics provides expert economic analysis for ITC investigations and reports. In
addition, ITC economists render substantial technical assistance to the USTR, other executive branch agencies,
the Congress, and the public. 1TC economists also actively participate in many conferences, seminars, workshops,
and professional society meetings; contribute to educational programs, both in the United States and abroad, on
trade and economic matters; and publish regularly in scholarly journals. The office consists of three divisions.



Research Division economists provide theoretical and technical expertise for the quantitative analysis of
trade and economic issues. Division economists develop and use state-of-the-art analytical tools to provide
modeling and other support for ITC investigations, requests for technical assistance and analysis from the USTR
and other entities within the Executive Office of the President, and congressional inquiries. The tools enable
agency staff to provide arigorous analysis of the economic effects of changesin global trading rules or changesin
other international economic factors that affect U.S. market structure, productivity, and competitiveness. The
Research Division develops and maintains the computable general equilibrium (CGE) models that enable agency
staff to estimate the effects of changing any specific trade restraint, any set of multiple restraints, or any other
quantifiable barriers to U.S. trade.

The Research Division rendered technical assistance to the USTR, as well as the Council of Economic
Advisors, the Office of Management and Budget, and the National Economic Council, during FY 1997, providing
briefings, critical reviews of trade-related papers, global trade models, trade flow data, econometric and
simulation model results, and general economic expertise. The division conducted an economic symposium in
September in connection with the ITC's ongoing section 332 investigation Economic Implications of Liberalizing
APEC Tariff and Non-tariff Barriers. The two-day symposium brought together economic researchers who
presented papers on the identification and assessment of the impact of nontariff barriers to trade and investment in
the APEC region and on the general equilibrium modeling of APEC trade liberalization. In addition, the division
coordinated the ITC's section 332 investigation on the impact of the NAFTA (see Highlights section of this report)
during the year and provided technical expertise on APEC-related quantitative analysis issues.

Economists in the Country and Regional Analysis Division analyze foreign economic regimes and
regional and multilateral trade agreements. Economists in this division contribute economic expertiseto ITC
investigations and maintain up-to-date information concerning global economic, investment, and trade
developments by major country and region. The division complements and works closely with the ITC Office of
Industries to provide U.S. trade policymakers with information about specific industries and countries. The
division aso produces the International Economic Review (1ER), a monthly journal analyzing economic and trade
policy developments.

During FY 1997, the Country and Regional Analysis Division actively participated in interagency work
and, at the USTR's request, analyzed APEC member plansto liberalize and facilitate trade in line with the
organization's goal of attaining free and open trade and investment by the year 2020. Division economists also
completed section 332 factfinding investigations as well as a number of regular trade-monitoring reports,
including an annual review of multilateral, regional, and bilateral trade developments entitled The Year in Trade.

The Applied Economics Division primarily is responsible for providing technical economic expertisein
the ITC's antidumping and countervailing duty investigations as well as in escape clause and market disruption
investigations. Division economists serve on investigative teams, where they analyze conditions of competition
(using demand, supply, and other market-related information) and pricing practices within the industry subject to
investigation. They also model the economic impact of unfairly priced imports on the U.S. industry producing
competing articles. 1n addition, they work on section 332 investigations, assisting in economic modeling and
providing general economic analysis.

Office of Tariff Affairs and Trade Agreements

The Office of Tariff Affairsand Trade Agreements (TATA) carries out the ITC's responsibilities with
respect to the Harmonized Tariff Schedule of the United States (HTS) and the international Harmonized System
(HS). The HTS provides the applicable tariff rates and statistical categories for all merchandise imported into the
United States; it is based on the HS, the global classification system that governs most world trade in goods.



TATA updates and publishes the HTS annually. In November 1996, the office published the 1997 edition
of the HTS. TATA aso published a 1,000-page supplement to the 1997 edition in July 1997. An electronic
version of the HTSis available on the ITC's Internet homepage in the “ Tariff Affairs’ section.

TATA staff also provide expert HT S-related information upon request to the business community,
governments, and the public. The office maintains an electronic data base that tracks the history of all changes
(legal and statistical) to the HTS since its implementation.

TATA staff members also work with the Office of Industries to prepare bill reports requested by
Congress. These reports investigate the legal and economic effects of proposed tariff reductions and duty
suspensions for specific products for use by the House Committee on Ways and Means and the Senate Committee
on Finance during consideration of tariff-related legislation; see appendix D. The office also provides technical
advice and assistance to the USTR on bilateral and multilateral trade programs, participating in Trade Policy Staff
Committee activities, preparing Presidential proclamations, developing trade data tailored for use by negotiators,
and, when requested, directly assisting negotiating teams. During FY 1997, TATA provided technical assistance
in preparing documents for presentation of the U.S. offer in the Information Technology Agreement (ITA) to the
WTO in Geneva and in drafting the proclamation implementing the ITA on July 1, 1997. TATA aso assisted in
preparation of several other proclamations, such as the expansion of product coverage in the Pharmaceutical
Agreement and the implementation of the first round of accelerated tariff reductions under the NAFTA.

The office participates in the World Customs Organization (WCO), an international organization
headquartered in Brussels, Belgium. The WCO oversees the continuous development and maintenance of the
global HS. TATA represents the U.S. government on the central committee for nomenclature and classification
matters (the Harmonized System Committee), the Technical Committee on Rules of Origin, and the HS Review
Subcommittee. TATA participated in meetings of these three committees during FY 1997 and provided technical
assistance to the Customs Service officials serving as U.S. delegates and to the USTR. TATA also hosted a
meeting of delegations from seven countries in connection with the ITC investigation of rules of origin. These
technical discussions focused on various complex chemical questions concerning the origin of goods in connection
with the work of the WCO's Technical Committee on Rules of Origin.

TATA's Director chairs the Committee for Statistical Annotation of the Tariff Schedule, which also
includes representatives of the U.S. Customs Service and the Census Bureau. The committee analyzes and
evaluates petitions requesting changes in HTS statistical subheadings; it received 40 such petitions during FY
1997. Through the committee, TATA participated during FY 1997 in several joint undertakings with the
Canadian government in connection with a U.S.-Canada Memorandum of Understanding, under which the two
countries exchange monthly import statistics that reflect each country's exports to the other. The arrangement
eliminates the need to prepare and compile over one million export documents annually.

TATA's Director serves on the Board of Directors of the International Trade Data System (ITDS). The
ITDSis an integrated trade data system to be shared by all federal trade agencies. It results from a National
Performance Review initiative recommending the establishment of such a system.

Office of Unfair Import Investigations

The Office of Unfair Import Investigations (OUII) participates as afull party representing the public
interest in adjudicatory investigations conducted under section 337 of the Tariff Act of 1930. These investigations
most frequently involve allegations of patent or trademark infringement. Allegations of copyright infringement,
misappropriation of trade secrets, passing off, false advertising, and antitrust violations also can be litigated in
these investigations. If the Commission finds a violation of section 337, it may issue exclusion orders and cease
and desist orders as a remedy.



Investigative attorneys from OUII actively participate throughout the investigation along with counsel for
the private parties. However, the investigative staff represents the public interest rather than the private interests
of acomplainant or respondent. Rep- resentation of the public interest isimportant because the remedies avail-
able in section 337 investigations may affect nonparties and U.S. consumers. OUII investigates and offers an
independent perspective on the many issues presented in section 337 investigations.

OUII attorneys review section 337 complaints prior to institution of an investigation and advise the
Commission whether complaints are legally sufficient for purposes of institution. Upon request, OUII also
provides information to prospective complainants regarding procedures for filing complaints under section 337
and reviews draft complaints on a confidential basis. Once an investigation is instituted, OUII attorneys seek to
ensure that a sufficient evidentiary record is developed. OUII attorneys conduct discovery, participate at hearings
before the Administrative Law Judges (ALJs), and submit legal briefsto the ALJs and the Commission.

After a hearing, the ALJissues an initial determination on all issues related to the alleged violation of
section 337. The ALJsinitial determination is subject to review and modification by the Commission. If the
Commission does not modify the initial determination, it becomes the Commission's final determination. If the
Commission determines that there is a violation of section 337, it may issue remedial orders. Those orders are
effective when issued and become final 60 days after issuance unless disapproved for policy reasons by the
President within that 60-day period. (A more complete description of section 337 isincluded in appendix C).

OUII aso assists the parties with settlements. OUII attorneys review proposed consent orders (orders of
the Commission agreed to by the parties that prohibit specific activities related to the importation and/or sale of
the products at issue) and settlement agreements (private agreements between the parties). OUII then submits
responses to the ALJ regarding public interest concerns and compliance with ITC rules.

During FY 1997, there were 23 active section 337 investigations, 11 of which were ingtituted in FY 1997.
(Key investigations are detailed in the Highlights section of this report, and a full list of investigations completed
appearsin appendix A). The Commission found a violation of section 337 in three investigations. Limited
exclusion orders were issued in two of these investigations, and a general exclusion order was issued in the other.
Cease and desist orders were also issued in two of the investigations where aviolation was found. The
Commission terminated six investigations prior to an evidentiary hearing as aresult of settlement agreements
reached by the parties. Another investigation was terminated prior to an evidentiary hearing based on the
withdrawal of the complaint. Consent orders were issued in two section 337 investigations.

The ITC may conduct enforcement proceedings to determine whether the importation or sale of a specific
product violates an existing Commission order. Also, the Commission may issue advisory opinions regarding
whether certain anticipated conduct would violate an outstanding Commission order. During FY 1997, the
Commission concluded one formal enforcement proceeding. In that proceeding, the Commission found that a
consent order had been violated and assessed a $1.55 miillion civil penalty. The Commission also replaced the
consent order at issue with alimited exclusion order and a cease and desist order.

Office of Information Services

The Office of Information Services (OIS) administers all ITC computer, telecommunications, and
statistical and editorial services, as well asthe National Library of International Trade. During FY 1997, OIS
focused on building systems to help the agency perform core functions more efficiently, such as converting
existing information resources to electronic “self-service” formats. OIS provided extensive support to the
agency's development of a“warehouse” of international trade and tariff information for use by ITC staff and
certain other government analysts and policymakers. OIS administered the agency's Intranet server and promoted
its use for efficient internal distribution of research and administrative data; it also continued to provide extensive



support for the agency's public Internet server. OIS also continued to participate in interagency information
technology initiatives on behalf of the ITC.

Library Services

The Library Services staff manages the ITC's National Library of International Trade, a specialized
technical library that serves as the agency's information and research center. The library houses over 100,000
volumes and approximately 2,500 periodical titles related to U.S. industry and international trade laws and
practices as well as severa CD- ROM and on-line information data bases. Library Services supports the
Commissioners and ITC staff by acquiring, organizing, and disseminating information in all media. During FY
1997, the library's staff focused on making research materials available to I TC staff at their desks whenever
possible, updating and expanding the agency's CD-ROM network and subscribing to several new Internet services
during the year. The National Library of International Trade is open throughout the workday to public
researchers, scholars, and university students.

OFFICE OF ADMINISTRATION

The Office of Administration oversees the administration of the ITC's budget, manages all personnel
matters and agencywide programs and activities, directs procurement and pub- lishing activities, conducts the
agency information security program, and coordinates the day-to-day operation of the building that houses the

agency.

Office of Finance and Budget

The Office of Finance and Budget develops, monitors, and administers the I TC budget and expenditures,
ensuring proper financial management of agency activities. The Budget Division formulates, justifies, and
executes the I TC budget; the Finance Division maintains the ITC financial information system and the agency
payroll and travel functions. The office also performs liaison on budget and finance matters with other federal
agencies, the Office of Management and Budget, and congressional committees. Finance and Budget staff
manage travel, payroll, and other financial services; help ITC offices develop their annual budget requests;
develop the overall annual agency appropriation and authorization requests; and prepare monthly accounting,
activity, and financial projection reports.

During FY 1997, the office consolidated its two imprest funds and instituted the use of metro fare cards
and taxi vouchers for official transportation in order to improve financial management. These improvements were
consistent with the National Performance Review and Government Performance Results Act streamlining
initiatives. The office also assisted in the development and testing of afinancial data warehousing system with
the Department of the Interior (DOI) during the year; this system, which will be implemented during FY 1998,
will enable senior managers to better manage their resources. The office also completed the final testing of the
DOl labor cost system, which was integrated with the ITC personnel and time and attendance systems last year.
The labor cost system, also scheduled to be implemented during FY 1998, will provide a more accurate record of



costs associated with a given agency activity, alowing alinkage between the Commission's budget and its
strategic plan. The ITC received its fourth consecutive clean opinion audit on its FY 1995 and FY 1996 financial
statements during FY 1997; the Office of Finance and Budget was instrumental in this achievement.

Office of Management Services

The Office of Management Services (OMS) manages the ITC's publishing, procurement, facilities
management, and management analysis activities. During FY 1997, the office managed preparations for
refurbishing its leased space and continued its mission consolidation through reorganizations. In addition, the
Planning and Procurement Division made significant gainsin its implementation of the General Services
Administration's Simplified Acquisition Procedures and Purchase Card Program, both of which will simplify
procurement processing.

Office of Personnel

The Office of Personnel manages the ITC's recruitment, training, and personnel management operations
and serves as a resource for managers and staff on employee relations, employee devel opment, and benefits
matters. During FY 1997, recruitment activity rebounded as the agency sought to fill vacancies created by
attrition following its FY 1996 downsizing. The office devoted considerable time to labor-management issues
during the year due to union-requested mid-term contract negotiations. In addition, post-downsizing
reorganization efforts caused higher than usual position classification management activity.

OFFICE OF EQUAL EMPLOYMENT OPPORTUNITY

The Office of Equal Employment Opportunity (EEO) administers the ITC affirmative action program.
The Director advises the Chairman and I TC managers on all equal employment issues; eval uates the sufficiency
of the agency's EEO program and recommends improvements or corrections, including remedial and disciplinary
action; establishes and maintains a diversity outreach program; and monitors recruitment plans and activities to
assure equity in hiring activities.

The Director manages the complaints and investigation process; coordinates the pre-complaint counseling
and alternative dispute resolution processes; and manages and supervises the work of the collateral-duty Special
Emphasis Program Managers and EEO Counselors. The ITC/EEO program is structured to promote
understanding and appreciation of multiple ethnicity in the workplace and to prevent inappropriate, discriminatory
conduct on the part of all employees. The ITC Employee Development Program is a corollary function within the
Office of EEO.

OFFICE OF THE ADMINISTRATIVE LAW JUDGES

The ITC's Administrative Law Judges (AL Js) direct litigation, hold hearings, and make initial
determinations in investigations under section 337 of the Tariff Act of 1930.

Section 337 investigations require formal evidentiary hearings in accord-ance with the Administrative
Procedure Act (5 U.S.C. 551 et seq.). After the Commission has instituted an investigation, the matter is referred
to the Office of the Administrative Law Judges. Cases are assigned on arotating basis to one of the ITC's two
ALJs, who, after an extensive discovery process, holds a hearing. The judge considers the evidentiary record and



the arguments of the parties and makes an initial determination, including findings of fact and conclusions of law.
Temporary relief may be granted in certain cases. (A more detailed description of section 337 isincluded in
appendix C.)

The judge'sinitial determination is subject to review and modification by the Commission. If the
Commission does not modify the initial determination, it becomes the Commission's final determination. If the
Commission determines that there is a violation of section 337, it may issue remedial orders. Those orders are
effective when issued and become final 60 days after issuance unless disapproved for policy reasons by the
President within that 60-day period.

During FY 1997, the Office of the Administrative Law Judges held five evidentiary hearings in section
337 cases under the Administrative Procedure Act. (See Highlights section of this report for details on key section
337 investigations during FY 1996 and appendix A for a complete list of investigations.)

OFFICE OF INSPECTOR GENERAL

The Inspector General conducts all audits and investigations related to ITC programs and operations and
recommends and comments on proposed legislation, regulations, and procedures that affect the agency's efficiency
and effectiveness. The accomplishments of the Inspector General are detailed in semiannual reports submitted to
Congress in May and November. The Office of Inspector General reviews all proposed I TC directives and
regulations as a means of preventing or detecting fraud, waste, or abuse. As required by the Inspector General
Act, the office also has a process for commenting on existing and proposed legislation and regulations relating to
programs and operations of the ITC.

During FY 1997, the Inspector General conducted audits of the Commission's Privacy Act systems of
records and the financia statements for fiscal years 1996 and 1995. Inspections addressed topics such as
compliance with the Federal Managers Financial Integrity Act of 1982, a comparison of paid overtime to base
salary, an evaluation of the Internet as a means of public notice, a vulnerability assessment of the Commission’s
automated information systems, and an examination of reported changes in Commission ratios of supervisors to
employees.

The Inspector General is an active member of the Executive Council on Integrity and Efficiency.

OFFICE OF THE SECRETARY

The Office of the Secretary compiles and maintains the ITC's official records, including petitions, briefs,
and other legal documents. In FY 1997, atotal of 11,017 documents were filed with the office.

Under the direction of the Secretary, the office issues I TC notices, reports, and orders, and it schedules
and participatesin all Commission meetings (16 in FY 1997) and hearings (19 days of hearingsin FY 1997). The
office makes determinations on requests for confidential treatment of information, requests for information to be
released under protective order, and requests under the Freedom of Information Act (FOIA). The following table
shows the number of these requestsin FY 1996 and FY 1997:



Type of FY FY
request 1996 1997

Requests for confidential treatment . .............. ... . . . . . . . 236 220

Requests for release of confidential business information under
Protective OFder . . . . ..o 88 89

FOIA requests:
Received . ... 81 69

Grantedinwhole orinpart . . ... ... . . . . . 49 52

The Office of the Secretary receives surety bonds or other collateral posted by parties in connection with
the temporary exclusion ordersissued in section 337 investigations. The Secretary is also authorized to issue
seizure letters authorizing the U.S. Customs Service to hold certain merchandise when a prohibited importation is
attempted. In addition, the Secretary issues administrative protective orders in cases filed before binational panels
under the auspices of the NAFTA. The Secretary monitors alleged breaches of ITC administrative protection
orders.

The Office of the Secretary manages distribution of I TC reports and studies through its Publications
Branch, responding to an average of 502 requests monthly. Research facilities are available in the Office of the
Secretary (room 112) and in the ITC National Library of International Trade and the ITC Law Library. Inquiries
should be directed to the specific organizational unit or to the Secretary, U.S. International Trade Commission,
500 E Street, SW, Washington, DC 20436. Publications may be ordered 24 hours a day, seven days a week, by
calling 202-205-1809. Recorded information on the latest petitions and complaints filed with the ITC can be
obtained by calling 202-205-2196.

OFFICE OF THE GENERAL COUNSEL

The General Counsel serves asthe ITC's chief lega advisor. The General Counsel and the 22 attorneys
in the office provide legal advice and support to the Commissioners and I TC staff on statutory investigations,
prepare briefs and represent the ITC in court and before binational panels and administrative tribunals, and
provide assistance and advice on general administrative matters, including ethics, personnel and labor relations,
and contracts. General Counsel attorneys serve as members of investigative teams assigned to antidumping and
countervailing duty investigations and investigations under other statutory authorities; they prepare legal issues
memoranda and assist the Commission in the drafting of opinionsin the course of these investigations. The office
also provides assistance and support in the drafting of new ITC rules of practice and procedure.

During FY 1997, General Counsel attorneys, largely as aresult of the ITC's 1996 reductions in force,
represented the Commission in challenges to employment actions before courts, arbitrators, and administrative
tribunals. Also during the year, General Counsel attorneys prepared amendments to the ITC's rules governing
antidumping and countervailing duty investigations to reflect changes required by the Uruguay Round Agreements
Act. Appendix E of this report details the trade litigation matters completed or terminated during FY 1997 or
pending at year-end.



When requested, the office provides technical assistance to the Congress and the executive branch on
tariff and trade matters. During FY 1997, the office was called upon to provide technical assistance and support
to the USTR in connection with notification of WTO committees of U.S. legislation that implements U.S.
obligations under the new WTO agreements and to review the antidumping, countervailing duty, and safeguard
laws of other countries for consistency with WTO requirements. Office attorneys also provided technical
assistance to USTR staff in connection with consultations and panel proceedings in the WTO and under the
NAFTA relating to I TC antidumping, countervailing duty, and safeguard determinations. The office also assisted
the USTR in its challengesin the WTO to actions of other countries and provided technical advice concerning
consultations on U.S. laws related to the antidumping and countervailing duty laws.

OFFICE OF EXTERNAL RELATIONS

The Office of External Relations develops and maintains liaison between the ITC and its varied external
customers. The ITC's Trade Remedy Assistance Office (TRAO) is a component of External Relations. The office
isthe focal point for contacts with the U.S. Trade Representative and other executive branch agencies, Congress,
foreign governments, international organizations, the public, and the international, national, and local news media.
It also coordinates meetings with international visitors.

The Director isthe ITC's representative on the interagency Trade Policy Staff Committee and an advisor
to the Trade Policy Review Group, both of which are chaired by the USTR. External Relations provides
assistance to the agencies responsible for trade policy formulation and keeps Commissioners and senior I TC staff
informed of developing trade issues that might affect the agency's mission. The office coordinates Presidential
reguests for advice and information on trade issues. It also manages interactions between the Commission and the
international trade community, coordinating requests for assistance from U.S. embassies abroad in connection
with the Commission's investigations and studies as well as arranging and participating in meet- ings with
representatives of foreign governments and international organizations.

The Congressional Relations Officer works with congressional staff to clarify congressional intent in
section 332 investigation requests, responds to inquiries from Members of Congress, and keeps the Commission
apprised of legidlative initiatives that would affect ITC operations. She also provides technical assistance to
Members of Congress and their staff on various trade-related matters.

The Public Affairs Officer serves as spokesperson for the ITC and maintains an active relationship with
the news media, responding to inquiries, issuing news releases concerning Commission determinations,
publicizing ITC studies and publications, and arranging interviews with Commissioners and staff experts. She
also develops informational brochures and pamphlets to enhance public understanding of the ITC, editsthe ITC
Annual Report to Congress, and advises the Commission and agency staff on public affairs issues and practices.

The Trade Remedy Assistance Officer assists small businesses seeking benefits or relief under U.S. trade
laws through the Trade Remedy Assistance Office. She provides general information concerning the remedies
and benefits available under the trade laws of the United States, and she provides technical and legal assistance
and advice to eligible small businesses seeking remedies.

During FY 1997, External Relations coordinated I TC support for the USTR in APEC forum activities and
the U.S.-EU Trans-Atlantic trade initiative. The office also directed Commission staff participation in interagency
working groups on WTO and Organization for Economic Coordination and Development issues as well as a broad
range of bilateral and multilateral issues. The ITC responded to 74 letters from Members of Congress during the
year and submitted 59 miscellaneous tariff bill reports to the House Committee on Ways and Means. (The
Commission's bill reports investigate the legal and economic effects of proposed tariff reductions and duty
suspensions for specific products for use by the House Committee on Ways and Means and the Senate Committee



on Finance during consideration of tariff-related legislation; see appendix D.) In addition, the ITC completed
three analytical reviews/revenue estimates of tariff measures and provided informal technical drafting comments
on three other bills.

Numerous members of Congress testified at the ITC in connection with a number of investigations during
FY 1997.

Congressman Donald A. Manzullo (R-11linois) and Congressman Phil English (R-Pennsylvania) testified
on February 28, 1997, in connection with the ITC's fina antidumping investigation involving Certain Brake
Drums and Rotors from China.

Senator Olympia J. Snowe (R-Maine), Senator Susan M. Collins (R-Maine), Senator Larry E. Craig
(R-1daho), Congressman Michael D. Crapo (R-1daho), Congressman Richard “Doc” Hastings (R-Washington),
and Congressman John E. Baldacci (D-Maine) testified on April 30, 1997, in connection with the ITC's section
332 factfinding investigation Fresh and Processed Potatoes. Competitive Conditions Affecting the U.S. and
Canadian Industries.

Congressman Jim Kolbe (R-Arizona) and Congressman Steven E. Buyer (R-Indiana) testified on May 15,
1997, and Congressman Rabert F. Smith (R-Oregon) testified on May 16, 1997, in connection with the ITC's
section 332 factfinding investigation The Impact of the North American Free Trade Agreement on the U.S
Economy and Industries: A Three-Year Review.

Senator John B. Breaux (D-Louisiana) and Congressman Christopher John (D-Louisiana) testified on July
28, 1997, in connection with the ITC's final phase antidumping investigation involving Crawfish Tail Meat from
China.

In addition, Chairman Marcia E. Miller testified at two congressional hearings on behalf of the ITC's
budget. Shetestified on March 11, 1997, before the House Committee on Ways and Means Subcommittee on
Trade concerning the agency's FY 1998 and FY 1999 authorization and on March 18, 1997, before the House
Appropriations Committee's Subcommittee on Commerce, Justice, State, and the Judiciary concerning the
agency's FY 1998 appropriation.

TRAO provided information and assistance to 213 business, public, academic, and congressional
customers during FY 1997. TRAO also rendered technical assistance, including informal legal assistance and
advice, to eight eligible small businesses during the year. In addition, External Relations arranged ITC visits for
216 individuals from 39 countries, including government officials, journalists, businessmen, economists, bankers,
attorneys, professors, and students.



PART I11. MANAGEMENT AND FINANCE

The ITC maintains an expert staff of professional international trade and nomenclature analysts,
investigators, attorneys, economists, computer specialists, and administrative support personnel. All ITC
personnel are located at 500 E Street, SW, Washington, DC 20436. At the end of FY 1997, atotal of 349
permanent employees were employed by the ITC.

A breakdown of staff, by organization, is shown below:

Number as of
Organizational unit September 30, 1997
COMMISSIONENS . . oottt et e e e e e e e e e e e e 4
Offices of the COMMISSIONErS . . . ... o i e 13
Office of the Administrative Law Judges. . . .. ... .ot e 6
Officeof the Secretary ... ... i 14
Office of External RElations . . ... ... .. e 5
Trade Remedy Assistance Office ... 0.5
Officeof the General Counsel .. ... ... e 35
Office of Inspector General . ... ... i 25
Office of the Director of Operations .. ....... ... .ttt 3
Office of ECONOMICS . .. ..ot e e 37
Office Of INAUSLIIES . . . . . oo e e 102
Office of INVestigations . . ... ... i e 27
Office of Tariff Affairsand Trade Agreements. . ........ ... ... . ... 14
Office of Unfair Import Investigations . ............. ... 11
Office of Information SErviCes . .. ... ... 27
Library ServiCeS . . ..o 8
Office of the Director of Administration ............. ... . .. i .. 2
Officeof Financeand Budget . . .. ... 8
Office of Management SEervices . ... ...t e 22
Officeof Personnel . . ... ... 7
Office of Equal Employment Opportunity .. ..., 1
TOtaAl . 349

The ITC submitsits budget to the President for transmittal to Congress. Because of the unique role of the
ITC asaquasi-judicial, nonpartisan, independent agency designed to provide trade expertise to the legislative and
executive branches of government, Congress provided in section 175 of the Trade Act of 1974 (19 U.S.C. 2232)
that the ITC budget would not be subject to control by the Office of Management and Budget, but would instead
be submitted directly to Congress.



Item

During FY 1997, appropriated funds made available to the ITC amounted to $41,623,000. Obligations
for FY 1996 and FY 1997 (in thousands of dollars) are shown below:

Salariesand personnel benefits . ... .
Travel and transportation . . . .. .. .ot
Rental and communiCation SErVIiCES . .. .. ..ot ittt
Other SEIVICES ..o
Printing and reproduction . ....... ... ..
Equipment, supplies, and material ....... ... . ...
Land and SIrUCIUNES . . . . ..ot e

FY
1997

28,183
416
6,864
2,395
133
2,880
75

40,946
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APPENDIXES

APPENDIX A

SUMMARY OF INVESTIGATIONS COMPLETED DURING FISCAL YEAR 1997 AND
PENDING ON SEPTEMBER 30, 1997



Table 1

General investigations of trade and tariff matters completed under sec. 332 of the Tariff Act of 1930 and sec. 1205 of the Omnibus
Trade and Competitiveness Act of 1988, fiscal year 1997

Investigation No. and title

Origin

USITC publicationC

No.

Date

332-135
Synthetic Organic Chemicals:
United States Production and Sales, 1994

Request from the Committee
on Ways and Means,
U.S. House of Representatives

@)

@)

332-367 Request from the United States 3007 December 1996
General Agreement on Trade in Services: Trade Representative

Examination of South American 