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HISTORY OF THE U.S. INTERNATIONAL
TRADE COMMISSION

The history of the U.S. International
Trade Commission since its inception
in 1916 as the U.S. Tariff Commission
reflects in many respects the history of
U.S. trade policy and world trade
developments since that time. In his
request to Congress for the creation of
a commission, President Woodrow
Wilson envisioned a commission “as
much as possible free from any strong
prepossession in favor of any political
~ policy and capable of looking at the
whole economic situation of the
country with a dispassionate and
disinterested scrutiny.” The U.S. Tariff
Commission was established at a time
of relatively high tariffs when the tariff
was still a primary source of Federal
revenue. Its creation had been
advocated by both major political
parties and by leading business groups
and academics for the purpose of
bringing scientific analysis to the tariff
and other trade and customs matters.

The Commission has always been a
factfinding and advisory body, rather
than a policymaking body, following
the course advocated by Harvard
economist and tariff expert (and later
the first Commission Chairman) Frank
W. Taussig.

The Commission commenced
operations in a building on New York
Avenue NW. in 1921, just days before
the United States entered World War 1.
In 1921, it moved to 7th and E Streets
NW., to the historic, neoclassic Old
Land Office Building. It moved to its
present home at 500 E Street SW. in
early 1988.

The Commission’s initial
responsibilities were similar to those
found in the present version of section
332 of the Tariff Act of 1930. The
Commission was to investigate the
administration of customs laws and
their fiscal and industrial effects and
conduct such investigations as re-
quested by the President, the House
Committee on Ways and Means, and
the Senate Committee on Finance. The
initial legislation also included
authority for conducting investigations
with respect to “conditions, causes, and
effects relating to competition of
foreign industries with those of the
United States, including dumping . . ..
It was under this authority that the
Commission, in October 1919, sent to
the Committee on Ways and Means, at
the committee’s request, a report
entitled Dumping and Other Unfair
Foreign Competition in the United
States and Canada’s Anti-Dumping
Law.

”

As a result, in part because of the
Commission’s suggestions in this
report, Congress enacted the
Antidumping Act of 1921, which in
general concept is similar to the current
U.S. anti- dumping law, and enacted
the Tariff Act of 1922, the forerunner
of present section 337 of the Tariff Act

-of 1930, which addresses unfair import

practices. However, the bulk of the
Commission’s early work focused on
investigations related to recommen-
dations to the President on tariff rates
under flexible-tariff legislation and
preparation of tariff information

surveys. One of these surveys, on the
synthetic organic chemicals industry,
has been prepared annually since 1917
and is now required by statute.

The role of the Commission changed
somewhat in the 1930s with the
passage of the Tariff Act of 1930 (the
Smoot-Hawley tariff act) followed by
the Trade Agreements Act of 1934,
The 1930 act, known historically for its
high tariff rates, incorporated a whole
new “scientific” tariff classification
system based largely on Commission
work performed in the late 1920s. The
1930 tariff classification system
remained in place until 1963. The
Commission also acquired a new
investigative responsibility in 1935
when Congress amended the

Agricultural Adjustment Act of 1933 to
provide for Commission investigations
and advice to the President, under new
section 22, regarding import inter-
ference with U.S. Department of
Agriculture support programs.

The Trade Agreements Act, among
other things, authorized the President to
reduce U.S. tariff rates, contingent
upon receiving reciprocal reductions
from other countries. The act also
required the President to “seek
information and advice” from the
Commission. The Commission
conducted public hearings regarding
products that might be the subject of
tariff concessions and was a principal
informational resource and active
participant in a series of bilateral
negotiations leading to 29 bilateral
trade agreements between 1934
and 1947.

After World War II, the
Commission’s role in trade matters
evolved further through the 1947
GATT negotiations. The Commission
was requested to provide a series of
digests on all the products that might be
subject to concessions and was given
new investigative responsibilities. The
Commission was directed to conduct
“escape clause” investigations (as
outlined in article XIX of the GATT) to
determine whether, as a result of trade
agreement concessions, increased
imports were causing or threatening
serious injury to a domestic industry.
This authority was the forerunner of
present section 201 of the Trade Act
of 1974.



’ wealth of ncw products dcvciopu » dnd
1had occurred

tra ng parmers was mslrumemal
crealmg the HTS, a wor]dwxde
‘ clasmﬁcano systcm




.
.
.

with code obligations. In separale The Commission in recent years has system of rotating the chainmanship.
legislation, the Department of the ' prepared a series of reports on the ‘The Commission continues to perfonn
Treasury s functions in dumping and effects of the European Community 's its traditional role of monitoring trade
developments and providing infor-
mation and advice, upon request, to
Congress.

countervailing duty investisations 1992 program.
were transferred to the Department of
Commerce. , During the last 20 years, Congress
has amended the Commission’s

U.S. irade laws were again authorization statute on several
significantly amended by the Omnibus occasions (o strensthen the agency s
Trade and Competitiveness Act of independence. Conoress has
1988. The 1988 act rewrote section (1) authorized the Commission to 50
201 to provide, among other things, 4 into court on its own behalf, (2) placed
greater emphasis on industry adjust- the Commission s budget outside the
ment during the relief period. It also control of the Office of Management
granted the President a new mandate and Budget, and (3) established a
for entering into trade negotiations.
LS. participation in the Uruguay
Round and in the free-trade asreement
negotiations with Mexico and Canada

_has been pursuant to that mandate.

.
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THE COMMISSION

The United States International
‘Trade Commission is a quasi-judi-
cial, independent, and bipartisan
agency established by Congress
with broad investigative powers on
matters of trade. In its adjudicative
role, the Commission makes deter-
minations of injury or threat of in-
jury to U.S. industries by imports. .
As the Government’s think tank on
trade, the Commission is a national
resource that conducts research on
trade-related issues and gathers and
analyzes trade data. That informa-
tion is provided to the President and
Congress as part of the information
on which U.S. trade policy is based.

Commission activities in-
clude —

e  Making recommendations to
the President regarding relief for

industries seriously injured by in-
creasing imports;

SUMMARY OF

INVESTIGATIONS COMPLETED

¢  Determining whether U.S. in-
dustries are materially injured by
imports that benefit from pricing
below fair value or from subsidiza-
tion;

¢ Directing actions, subject to
Presidential disapproval, against
unfair trade practices such as patent
infringement;

e Advising the President whether
agricultural imports interfere with
price-support programs of the U.S.
Department of Agriculture;

¢  Conducting studies on trade
and tariff issues and monitoring im-
port levels; and

¢ Participating in the develop-
ment of uniform statistical data on
imports, exports, and domestic pro-
duction, and in the establishment of
an international harmonized com-
modity code.




MESSAGE FROM THE
OFFICE OF THE CHAIRMAN

The U.S. International Trade
Commission was a busy place in
fiscal year 1991. The Commission
completed 128 investigations dur-
ing the year, compared with 90 in
1990. This caseload was the largest
in the past several years, with in-
creases in both adjudicative and re-
search activities.

In the research area, 25 studies
were completed, up from 11 in
1990. These studies ran the gamut
from competition between U.S. and
Canadian apples to the probable ef-
fects of permitting certain products
to enter the United States duty free
under the Generalized System of
Preferences.

However, much of our research
effort fell into three areas. First, we
completed four studies on the pro-
posed North American Free Trade
Agreement (NAFTA). One study
surveyed experts on U.S.-Mexican
trade and found widespread support
for a free-trade pact between the
United States and Mexico. A sec-
ond summarized the likely impact
of such an agreement and deter-
mined that, though the economic
benefits to the United States would
be small, they would grow with
time. Two additional studies were
designed to provide the United
States Trade Representative
(USTR) not with public reports, but
with classified data for use in the
NAFTA negotiations. One of these
studies gives detailed information
on the agreement’s probable effects
on individual products, and the
other examines Mexico’s service
industries and the regulations
restricting trade in services within
Mexico. Commission research re-

lating to NAFTA continued into fis- -

cal year 1992, with an examination
of possible rules of origin for the
automobile industry in the context
of a NAFTA agreement.

A second major focus of the
Commission’s research during 1991
concerned the international compet-
itiveness of U.S. firms in high-tech-
nology industries. A major effort,
spearheaded by the Commission’s
Office of Industries, was launched
to expand our knowledge of critical
high-tech industries. This work be-
gan in late 1990 with a report iden-
tifying manufacturing industries
that involve advanced technologies.
During fiscal 1991, the Commis-
sion produced detailed reports on
three high-tech industries — com-
munications technology and equip-
ment, pharmaceuticals, and
semiconductor manufacturing and
testing equipment. As the fiscal
year closed, staff studies on two
other high-tech industries — bio-
technology and composite materi-
als —were nearing completion. In
addition, ITC staff continued to
monitor developments in this field.

The third focus of Commission
research during 1991 was on the
costs of significant U.S. import re-
straints. The most noteworthy de-
velopment here was the completion
of a computable general equilibri-
um (CGE) model by the Commis-
sion’s Office of Economics. With
this model, the Commission pro-
duced a study estimating the com-
bined effect of simultaneously
removing many of the significant
restraints on U.S. imports of man-
ufactured and agricultural products.
The CGE model puts the Commis-
sion at the forefront of economic
research into the effects of trade re-

. straints and trade policy changes.

The USTR has expressed interest in
using the Commission’s model to
assist in analyzing the effects on
U.S. industries of positions taken in
the Uruguay Round or NAFTA
negotiations.

In addition to research, the
Commission faced increased de-

mands in its role of adjudicating the
nation’s trade laws, with total adju-
dicative investigations increasing
from 79 in 1990 to 103. Cases
brought under two statutes domi-
nated this activity —section 337 of
the Trade Act of 1930, which pro-
tects U.S. producers from imports
that impinge on valid intellectual
property rights, and title VII, which
covers cases of dumping and subsi-
dies. The Commission’s section
337 cases in fiscal year 1991 in-
volved such technologically ad-
vanced products as semiconductors,
antibodies used for treatment of
septic shock, and medical diagnos-
tic equipment. And, for the first
time, the Commission assessed a
monetary penalty for violation of
one of its cease and desist orders
under section 337.

The number of dumping and
countervailing duty investigations
rose to 89 from 55 the year before.
Of these investigations, several in-
volved large and important prod-
ucts, including minivans and coated
_groundwood paper, both with do-
mestic production in the billions of
dollars and imports in excess of
$500 million. Other title VII inves-
tigations involved polyethylene ter-
ephthalate film (a product whose
uses range from potato chip bags to
magnetic audio and video tape) and
cement, as well as such advanced
products as gene amplification ther-
mal cyclers, hand-held aspheric in-
direct ophthalmoscopy lenses,
high-information-content flat-panel
displays, and laser light scattering
instruments.

The Commission was indeed a
busy place in fiscal year 1991.

/A?/Z {m/é

Anne E. Brunsdale
Acting Chairman



The six Commissioners are ap-
pointed by the President and con-
firmed by the Senate for terms of
nine years unless appeinted to fill an
unexpired term. A Commissioner
who has served for more than five
years is ineligible for reeppointment.
No more than three Commissioners
may be members of the same politi-
cal party. The Chairman is desig-
nated by the President and serves for
2 statutory two-year term. The
Chairman may not be of the same
political party as the preceding
Chairman, nor may the President
designate two Commissioners of the
same political party as the Chairman
and Vice Chairman.

At the end of FY 1991, there
were two vacancies on the Commis-
sicn. During FY 1991, President
Bush made two nominations (o the
Commission. Carol T. Crawford, 2
Republican of Virginia, was nomi-
nated for the term ending June 16,
1999, Janet A. Nuzum, 2 Democrat
of Virginia, was nominated for the
term ending June 16, 1996. Subse-
guently, the United States Senate
confirmed both nominations. Com-
missioner Crawford entered on duty
on November 22, 1991. Commis-
sioner Nuzum entered on duty on
November 26, 1991, The term of
Commissioner Seeley G. Lodwick
expired on December 16, 1591, To
{ill this vacancy on the Commission,
President Bush nominated Peter S.
Watson, a Republican of California,
to the term ending December 186,
2000. After confirmation by the
United States Senate, Commissioner
‘Watson entered on duty on Decem-
ber 17, 1991.

On December 13, 1991, Presi-
dent Bush designated Commissioner
Don E. Newguist, 2 Democrat of
Texas, as Chairman of the United

tates International Trade Commis-
sion for the term ending June 16,

18%2.

Anne E. Brunsdale, 2 Republican of
the District of Columbia, was des-
ignated Vice Chairman by President
Bush on June 16, 1990, for the term
expiring June 16, 1992. Through-
out FY 1991, in absence of a desig-
nated Chairman, she served as Act-
ing Chairman. Previously, she had
been designated Chairman by Presi-
cent Bush on March 28, 1989, for
the term expiring June 16, 199C.
Before that, she had served as Act-
ing Chairman beginning June 27,
1988, and as Vice Chairman begin-
ning June 16, 1986. A native of
Minnesota, M. Brunsdale became
a2 member of the Commission on
January 3, 1986, for the term end-
ing June 16, 1993. She came to the
Commission from the American
Enterprise Institute for Public
Policy Research, Washington, DC,
where she was serving as resident
feliow of the Institute and manag-
ing editor of its bimonthly maga-
zine, Regulation.



Seeley G. Lodwick, 2 Republican
of lowa, was sworn in as a2 mem-
ber of the Commission on

August 12, 1983, for a term end-
ing December 16, 1991. A native
of lowa, Mr. Lodwick came to the
Commission from the U.S.
Department of Agriculture, where
he served as Under Secretary of
Agriculture for International
Affairs and Commodity Programs
from 1981 to 1983. He is a former
Iowa State senator (1962-69) and
was elected president pro tempore
from 1968 to 1969. Mr. Lodwick
maintains active farming interests
in his home State.

David B. Rohr, 2 Democrat of
Maryland, became 2 member of the
Commission on March 27, 1984,
and was subsequently reappointed
to a term ending December 16,
1994. Before his appointment to
the Commission, Mr. Rohr was
staff director of the Subcommittee
on Trade, Committee on Ways and
Means, U.S. House of Representa-
tives. He was a trade advisor and
was principal Haison with the Com-
mission, the Office of the United
States Trade Representative
(USTR), and other Federal agen-
cies. Mr. Rohr also served as Di-
rector of the Trade Negotiations
and Agreements Division of the
U.S. Department of Commerce.
He joined Commerce in 1961 as
an international economist.

Don E. Newquist, a Democrat of
Texas, was appointed to an unex-
pired term on October 18, 1988, and
reappointed to 2 nine-year term end-
ing December 16, 1997. Prior to his
appointment, Mr. Newquist was
with Valero Energy Corp. as Senior
Vice President for Corporate Rela-
tions. He also served as general
manager of the Chamber of Com-
merce of Denver, CO, and before
that was with the Chamber of Com-
merce of Corpus Christi, TX. He
was past president of the South
Texas Chamber of Commerce.



INTRODUCTION

As the Commission entered the
fourth quarter of its first century of
operation, it was called on to exer-
cise its research and adjudicative
roles in an international trade envi-
ronment that was becoming in-
creasingly prominent and complex.
As the threat of superpower armed
conflict attracted less attention,
trade-related matters received
more attention.

Responding to requests from
Congress and the executive branch,
the Commission completed studies
about the effects of the North
American Free-Trade Agreement,
(NAFTA) the competitiveness of
several U.S. industries, and the
effects of certain policies and
programs on trade.

Public response to NAFTA
hearings held in conjunction with
the preparation of the report re-
flected considerable interest from
environmental groups and orga-
nized labor in the final provisions
of any such agreement. The de-
mand for the competitiveness re-
ports, particularly those on the
high-technology manufacturing
industries, indicated considerable
public interest in the subject.
Finally, the report on the economic
effects of significant U.S. import
restraints started an energetic de-
bate on the pros and cons of provi-
sions in the Jones Act, one of which
restricts shipments between U.S.
ports to U.S. built and crewed
ships.

Examples of the complexity of
matters of international trade being
dealt with in Commission proceed-
ings were the title VII cases involv-
ing portable electric typewriters
from Singapore and high-informa-
tion content flat panel displays
from Japan. In the portable electric
typewriter case, the petitioner had
been a respondent in a previous
case; however, the petitioner in the
previous case was the respondent in
the present case, indicating some
complexity in the definition of what
constitutes a domestic producer.

Another view of the complex-
ity of the matters before the Com-
mission is represented by the case
involving high-information content
flat panel displays from Japan. In
that case, domestic manufacturers
of high-information content flat
panel displays claimed that they
were being injured by imports from
Japan that were being sold at less
than fair value. However, domestic
manufacturers of laptop computers,
which used the panels from Japan,
argued that the antidumping duties
on flat panels that would result
from an affirmative determination
for the U.S. panel makers would
make it necessary for the laptop
producers to move their production
out of the United States.

Finally, after almost a decade
of contending with imports of
Japanese automobiles mainly
through voluntary restraint agree-
ments, the three major Detroit auto
manufacturers came together in an
antidumping complaint against
minivans from Japan. The com-
plaint received attention in virtually
every major news outlet.

The Commission expects, on
the basis of its workload during FY
1991 and on the importance of the
issues with which it dealt, that its
roles in research and adjudication
will continue to grow and that its
expertise will continue to be of
assistance to Congress and the
President.



PART 1.

INVESTIGATIONS
UNDER SECTION 337
OF THE TARIFF ACT
OF 1930

Under section 337 of the Tariff
Act of 1930, the Commission con-
ducts investigations into alleged un-
fair practices in import trade. Most
compiaints filed under this provi-
sion invoive allegations of patent,
copyright, or trademark infringe-
ment. Other investigations include
such matiers as alleged misappro-
priation of trade secrets, violations
of the antitrust laws, passing off,
and false advertising. A more de-
tailed explanation of section 337 of
the Tariff Act of 1930 is set forth in
appendix B.

During FY 1991, the Commis-
sion was confronted with a variety
of patent-based section 337 investi-
gations and investigations involving
trade secrets, trademarks, and copy-
rights. A significant number of in-
vestigations involved allegations
that respondents were using com-
plainants’ patented processes
abroad to produce products that re-
spondents imported into the United
States. These process patent inves-
tigations included a variety of end
products, such as integrated circuit
chips for computers, chemotherapy
drugs, nonwoven fabric for dispos-
able diapers and other personal hy-
giene products, devices for
measuring the pressure of fluids in
pipes and vessels, polymer geogrids
for use in heavy construction proj-
ects, and acid-washed denim gar-
ments.

Two of the Commission’s sec-
tion 337 investigations included al-
legations that respondents’ products
infringed U.S. patents covering the
overall appearance or design of 2
product. These investigations in-
volved certain battery-operated
ride-on toy vehicles and certain
vacuum cleaners. One section 337
investigation revolved around alle-
gations that respondents had misap-
propriated the complainant’s trade
secrets and were using the trade se-
crets in manufacturing operations
abroad to produce and import into

An official of Anchor Hocking Glass, using a model, explains the operation. of e

glass-making facility to the Commission.

the United States internal mixing
devices that are used for the break-
down or incorporation of pigments
and fillers into rubber and plastic
materizals. Five investigations in-
cluded allegations that respondents’
products infringed registered or
common-iaw trademarks. These
investigations involved air impact
wrenches, automotive fuel caps and
radiator caps, soft drinks, bathtubs
and bathing vessels, and internal
mixing devices. Allegations of
copyright infringement were also
included in the automotive fuel
caps and radiator caps investiga-
tion.

In FY 1991, as in previous
years, the Commission’s section
337 caseload was highlighted by in-
vestigations involving several
high-technology product areas.
Significant among these were in-
vestigations concerning semicon-
ductor products, including static
random-access memories; erasable,
programmable read-only memories;
and other integrated circuit devices.
Cther investigations focused on an-
tibodies used for treating septic
shock, complex industrial machin-
ery, medical diagnostic equipment,
and nylon membrane filters used in
the pharmaceutical and health care
fields.

INVESTIGATIONS
UNDER TITLE VIl OF
THE TRADE ACT

OF 1930

In FY 1991, title VII petitions
were filed with the Commission on
a wide variety of products, includ-
ing electric fans, chrome-plated lug
nuts, steel wire rope, personai word
processors, gene amplification ther-
mal cyclers, coated groundwood
paper, shopping carts, tungsten ore
concentrates, ball bearings, tart
cherry juice, shop towels, portable
electric typewriters, kiwifruit, re-
fined antimony trioxide, ophthal-
moscopy lenses, cement (from
Venezuela), pipe fittings, commer-
cial microwave ovens, minivans,
nepheline syenite, bulk ibuprofen,
extruded rubber thread, magnesium,
high-tenacity rayon filament yarn,
and steel pipes and tubes. The
Commission also finished work on
a number of other cases filed during
FY 1990. These included Atlantic
salmon, benzyl paraben, heavy
forged handtools, sodium
thiosulfate, cement (from Japan),
polyethylene terephthalate film,
sparkiers, silicon metal, and
high-information-content flat-panel
displays. The People’s Republic of
China, the country most frequently
cited, was named in eight petitions.



Canada and Taiwan had five each,
and Japan, four. A total of 34 coun-
tries were cited.

The Commission encountered
several unusual and challenging is-
sues that involved such new tech-
nologies and emerging markets as
flat-panel displays and gene ampli-
fication thermal cyclers. Other is-
sues involved long-established
“core” industries, such as automo-
biles, steel, and paper. Large vol-
umes of imported products were at
issue; for example, annual imports
were in the hundreds of millions of
dollars in both the minivan and
groundwood paper investigations.
In other cases, imports totaled less
than 35 million. Irrespective of the
nature of the products or the vol-
umes involved, in each investiga-
tion, the Commission collected and
analyzed extensive information on
the U.S. market, obtaining such in-
formation both directly from mar-
ket participants (producers,
importers, and purchasers) and
from the submissions of the parties
to the investigations.

INVESTIGATIONS UNDER
THE TRADE ACT OF 1974

The Commission conducted no
escape clause or market-disruption
investigations during the year.
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INVESTIGATIONS

UNDER THE AGRICULTURAL

ADJUSTMENT ACT
OF 1933

During FY 1991, the Commis-
sion conducted one section 22 in-
vestigation, on peanuts. In that
case, a majority of the Commis-
sioners recommended that the Pres-
ident relax the existing import
quota on peanuts (1.7 million
pounds per year). In response to
that recommendation, in July the
President authorized the importa-
tion of an additional 100 million
pounds of peanuts on or before July
31, 1991.

INVESTIGATIONS UNDER
SECTION 332 OF THE
TARIFF ACT OF 1930

Under section 332 of the Tariff
Act of 1930, the Commission con-
ducts general investigations on any
matter involving tariffs and interna-
tional trade. Some of the most sig-
nificant analytical section 332
studies completed during the year
are highlighted below. In addition
to these studies, the Commission
staff produced industry surveys on
synthetic organic chemicals, pro-
duction sharing under chapter 98 of
the Harmonized Tariff Schedule of
the United States (HTS), steel prod-

ucts subject to the President’s pro-
gram of voluntary restraint
agreements (VRAs), automobiles,
rum, various tungsten compounds,
nonrubber footwear, lamb meat,
ethyi alcohol, and the impact of the
Caribbean Basin Economic Recov-
ery Act on U.S. industries and con-
sumers.

Studies Relating to Probable
Effects Advice for the Uru-
guay Round of the Multilater-
al Trade Negotiations

Services: Compilation and Identifi-
cation of U.S. Measures That May
Not Conform With Principles the
United States Is Seeking in the
Uruguay Round (332-293)

The Commission received a re-
quest from the United States Trade
Representative (USTR) in May
1990 requesting that the Commis-
sion conduct an investigation in
connection with trade negotiations
on services in the Uruguay Round
of the Multilateral Trade Negoti-
ations. As requested, the Commis-
sion undertook a study to provide a
report that (1) compiles information
provided to the USTR by State gov-
ernments in response to a USTR
questionnaire on State services reg-
ulations; and (2) identifies, to the
extent practical from the informa-
tion reported to the USTR by State
governments, U.S. measures (State
and Federal) that may not be in
conformity with the principles gov-
erning trade in services proposed by
the U.S. Government in the Uru-
guay Round. The Commission sub-
mitted an interim report to the
USTR in July 1990 and a final re-
port in January 1991. The USTR
classified both reports “confiden-
tial.”

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

Trade and Investment Liberaliza-
tion Measures by Mexico and Pros-
pects for the Future, Phase I and
Phase IT (332-282)

This study was requested by
the House Committee on Ways and
Means. it provides 2 review of (1)
the changes Mexico has made in its
trade and investment regime since



A

Mary Trimble of the Office of Investi-
gations talks to one of the parties ina

1985, including an overview of the
Mexican economy and the austerity
measures it has adopted to address
its debt situation and to promote
economic growth; (2) Mexico’s
GATT accession package, the 1987
United States-Mexican Framework
Understanding, and the 1989
United States-Mexican Understand-
ing Regarding Trade and Invest-
ment Facilitation Talks; (3)
Mexico’s far-reaching program of
reducing or eliminating government
regulation and the steps it has taken
toward privatization of state-owned
enterprises; {4) liberalization of
Mexico’s import trade regime and
operation of its antidumping and
countervailing duty procedures; {5)
liberalization of Mexico’s foreign
investment regulations and recent
changes in the Maquiladora pro-
gram; and {6} progress Mexico has
made in the area of intellectual
property rights protection.

Phase U, Prospects for Future
United States-Mexican Relations,
completed in October 1990, pro-
vides a summary of views from ex-
perts on United States-Mexican
trade and economic issues and on
possibilities for the future direction
of the bilateral relationship.

President’s List of Articles Which
May Be Designated or Modified as
Eligible Articles for Purposes of the
U.S. Generalized System of Prefer-
ences (332-295 and TA-503(a)-21)

In August 1990, the Commis-
sion received from the USTR are-
quest to determine and report on the
probable economic effect that GSP
designation or modification is like-
1y to have on domestic producers of
like or directly competitive articles
and on U.S. consumers. A total of
over 100 HTS subheadings were
covered in the investigation. The
Commission submitted a final re-
port to the USTR in November
1890. The USTR classified the re-
port “confidential.”

Likely Impact of a Free-Trade
Agreement With Mexico on the
United States (332-297)

in September 1990, the Com-
mission received from the House
Committee on Ways and Means and
the Senate Committee on Finance a
request tc conduct an investigation
to summarize the likely impact of 2
free-trade agreement (FTA) with
Mexico on the United States. The
study concluded that an FTA would
benefit the United States by ex-
panding trade opportunities, Jower-
ing prices, increasing competition,
and improving the ability of both
U.S. and Mexican firms to exploit
economies of scale. The benefits
will be small, however, because

(1) the Mexican economy is small
rela-tive to the U.S. economy and
(2} both nations aiready have rela-
tively low bilateral tariffs and non-
tariff barriers to trade in many
goods, aliowing most of the bene-
fits of trade between them to be
realized without an FTA.

An FTA would decrease U.S.
trade with Canada slightly, but the
decrease will be slightly greater if
Canada becomes part of 2 North
American Free-Trade Agreement
(NAFTA). AnFTA would have a
negligible effect on most of the 19
U.S. industries studied and is ex-
pected to have a moderately nega-
tive effect on horticulture. Several
subsectors of certain covered indus-
tries, such as the tuna industry and
that producing inexpensive house-
hold glassware would also likely be
affected. The effect on the automo-
tive sector is uncertain without
knowledge of the Big Three auto-
makers’ plans for their Mexican
operations.

Assessment of Rules of Origin Un-
der the Caribbean Basin Economic
Recovery Act (332-298)

The Commission instituted this
investigation under section 332(g)
of the Tariff Act of 1930 (19 U.S.C.
1332(g)) as required by section 223
of the Customs and Trade Act of
1890, Section 223(2)(1) of the act
requires the Commission to conduct

s

Acting Chairman Brunsdale and Commissioner Newguist receive testimony at
a Commission hearing in Chicago.
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Commissioner Rokr questions ¢ witness
at a Commission hearing.

an investigation to assess whether
rules of origin for products of coun-
tries designated as beneficiary
countries under the Caribbean
Basin Economic Recovery Act
{CBERA) should be revised. The
section also states that if the Com-
mission made an affirmative
assessment, it should then recom-
mend revised rules of origin. Sec-
tion 223(a)(2) of the act directs the
Commission to submit its report on
the results of its investigation,
together with the text of recom-
mended rules, if any, to the Presi-
dent and the Congress no later than
nine months after the date of the en-
actment of the act.

The Commission found no in-
formation suggesting that the cur-
rent rules of origin for eligibility
under the CBERA program signifi-
cantly frustrate the effectiveness of
the program. The Commission
concluded that other factors appear
to be more significant in decisions
to source or produce products in the
Caribbean Basin. Further, it stated
that, with the potential adoption of
a GATT agreement on rules of ori-
gin and the establishment of a set of
rules of origin under the proposed
free-trade agreement with Mexico,
it may be reasonable to postpone
any revisions to the CBERA rules
until these new rules can be consid-
ered, perhaps in a comprehensive
and coordinated review of all U.S.
rules of origin.

12

Probable Economic Effect of Imme-
diate Tariff Elimination Under the
United States-Canada Free-Trade
Agreement, Original and Supple-
mental Reports (332-299)

In October 1990, the Commis-
sion received from the USTR are-
quest to conduct the second annual
review of immediate tariff elimina-
tion for certain products under the
United States-Canada Free-Trade
Agreement (CFTA). The report,
which the USTR classified “confi-
dential,” contains advice, with re-
spect to each requested article, as to
the probable economic effect of the
immediate elimination of the U.S.
tariff, under the CFTA, on domestic
industries producing like or directly
competitive articles and on con-
sumers. The Commission, having
received a supplemental request for
advice from the USTR in the same
month, amended the scope of its
section 332 investigation and pro-
vided advice to the President with
respect to each of the 15 additional
subheadings of the Harmonized
Tariff Schedule of the United States.
The USTR classified the report
findings “confidential.”

Probable Economic Effect on U.S.
Industries and Consumers of a
Free-Trade Agreement Between the
United States and Mexico
(332-307)

in February 1991, the Commis-
sion instituted this investigation on
its own motion in anticipation of a

USTR request for assistance on the
proposed U.S.-Mexico FTA. In this
section 332 investigation, the Com-
mission began background work on
advice on the probabie economic
effect of the removal of all U.S. im-
port duties and certain nontariff
measures on products of Mexico
under a United States-Mexico FTA.
Following receipt of the USTR re-
quest in February 1991, the Com-
mission-initiated study was
incorporated into investigation No.
332-309 (see below).

Probable Economic Effect on U.S.
Industries and Consumers of a
Free-Trade Agreement Between the
United States and Mexico (332-309
and TA-131(b)-16)

In the report for this investiga-
tion, which was classified “confi-
dential” by the USTR, the
Commission advised the President,
with respect to each item in the
Harmonized Tariff Schedule of the
United States, as to the probable
economic effect of providing
duty-free treatment for imports
from Mexico on industries in the
United States producing like or di-
rectly competitive articles and on
consumers. The Commission was
further requested to advise the Pres-
ident as to the probable economic
effect on industries and consumers
if U.S. nontariff measures were not
applied to imports from Mexico
and to identify any products for

#

Secretary of Commerce Robert Mosbacher testifies on the effects of the North
American Free-Trade Agreement.




which the removal of U.S. duties or
nontariff measures on imports from
Mexico may significantly affect
U.S. imports from Canada.

The addendum to the report,
which the USTR classified “confi-
dential,” addressed the USTRs re-
quest for a summary, by product
sector, of what economic effect the
implementation of a NAFTA would
be likely to have on U.S. exports to
Mexico.

Services: U.S. and Mexico Sector
Profiles and Mexican Impediments
to Trade, Phase I (332-311)

In May 1991, the Commission,
responding to a request from the
USTR, at the direction of the Presi-
dent, instituted an investigation to
provide 2 report on profiles of se-
lected service industries in Mexico
and to identify and assess nontariff
measures that limit trade in those
sectors in the Mexican market. The
letter also asked for any significant
new information with respect to
U.S.-Canada trade in services. The
final report findings were classified
“confidential” by the USTR.

Studies Analyzing the Com-
petitiveness of U.S. Industry

Steel Industry: Annual Report on
Competitive Conditions in the In-
dustry and Industry Efforts to Ad-
just and Modernize (332-289)

The Commission instituted the
investigation following receipt of 2
request from the USTR in February
1990. The request was made at the
direction of the President as part of
the implementation of the Steel
Trade Liberalization Program,
which extended VRAs for a transi-
tional period of two and one-haif
years, to March 31, 1992. Incon-
nection with the program of VRAs
in steel, the Commission publishes
an annual report. The President
uses the information in the report to
determine whether conditions set
by Congress in its authorizing legis-
lation for the VRAs have been met.

The report includes an assess-
ment of the domestic industry’s in-
ternational competitive position and
examines implications of key issues
shaping the competitive environ-
ment, including globalization, gov-

The ambassador of Norway and Commission Secretary Kenneth Mason confer
with Commissioner Seeley Lodwick prior to the start of the hearing on Atlantic
salmon from Norway. '

ernment policy, environmental reg-
ulation, technology, and exchange
rates.

Tuna: Competitive Conditions Af-
fecting the U.S. and European Tuna
Industries in Domestic and Foreign
Markets (332-291)

In March 1990, the Senate Fi-
nance Committee requested a Com-
mission evaluation of the
competitive position of the U.S. and
EC canned-tuna industries, with an
analysis of trade distorting practices
maintained by the European Com-
munity and other major producing
and consuming areas.

The report concluded that the
U.S. harvesting sector experienced
a substantial contraction during
1986-90 and continued its shift to
the western Pacific, in part duc to 2
“dolphin-safe” policy announced by
U.S. canners. In the U.S. canning
industry, layoffs and plant closures
in Puerto Rico forced a decline in
employment during this period.
Canned-tuna imports, mostly from
Thailand, captured an increasing
share of the U.S. market during
1986-8S and reached record levels
in 1989.

The European canned-tuna
market grew rapidly during
1986-89 and now is second o the
U.S. market in terms of size; Eu-
rope exceeds the United States as

the world’s leading importer, de-
spite relatively high barriers to
trade.

Southeast Asia has emerged as
the world’s largest canned-tuna ex-
porter. Asian exporters are solidi-
fying their position in leading
world markets with improvements
in distribution networks, including
the recent purchase of two large
U.S. canned-tuna marketers.

Identification of U.S. Advanced-
Technology Manufacturing Indus-
tries for Monitoring and Possible
Comprehensive Study (332-294)

In June 1990, the Commission
received a request from the Senate
Committee on Finance for the initi-
ation of a two-phase investigation
under section 332, covering U.S.
advanced-technology manufactur-
ing industries. This Phase I investi-
gation report identified broad-
based, advanced-technology indus-
tries for which the Commission will
develop and maintain up-to-date in-
formation. From that list, the Com-
mission recommended to the Senate
Committee on Finance that commu-
nications technology and equip-
ment, pharmaceuticals, and
semiconductor manufacturing and
testing equipment be designated for
comprehensive study. Communica-
tions technology and equipment in-
clude computers, digital switches,
digital radios, satellites, fiber op-
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tics, and the software needed to run
these integrated systeme. Pharma-
ceuticals include medicinal chemi-
cals, bioengineering, botanicals and
diagnostics, and other biological
products, such as serums and vac-
cines. Semiconductor manufactur-
ing and testing equipment includes
the machines and materials needed
to produce integrated circuits and
other microelectronic products.
The Senate Committee on Finance
approved the Commission’s recom-
mendations on September 27, 1990.
Information on the second phase of
this request may be obtained under
investigations Nos, 332-301,
332-302, and 332-303.

Global Competitiveness of U.S. Ad-
vanced-Technology Manufacturing
Industries: Communications Tech-
nology and Equipment (332-301)

This investigation, part of the
second phase of a two-phase study
requested by the Senate Committee
on Finance, concluded that compet-
itiveness in the communications
equipment industry ultimately de-
pends on how firms and nations ad-
just to technological change, market
liberalization, and industry globali-
zation.

Foreign governments direct a
greater portion of their research and
development (R&D) funding to in-

The chairman of the Hlinois Coalition

for Responsible Investment testifies at
the North America Free-Trade Agree-
ment hearing in Chicago.
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dustrial R&D than does the U.S.
Government. Thus, foreign firms
may commercialize technology
more rapidly than their U.S. coun-
terparts. In an industry with high
R&D costs, such as communica-
tions, government support and risk
sharing can create a competitive
advantage.

Historically, regulation, pro-
curement policies, and standards
have worked to lessen competition
in communications equipment mar-
kets. The advent of market liberal-
ization may increase the autonomy
of communications equipment pur-
chasers and create a more competi-

tive environinent.

In order to recover mounting
R&D costs, most firms are finding
it necessary to seek export markets.
Major European and Japanese ex-
porters have greater access to gov-
ernment financing, guarantees, and
aid for sales to developing countries
than U.S. firms do. Export-control
restrictions are enforced more
strictly by the United States than by
its foreign competitors, making it
more difficult - U.S. firms to
compete in international markets.
The study was submitted to the
Senate Committee on Finance on
September 27, 1991.

Global Competitiveness of U.S. Ad-
vanced-Technology Manufacturing
Industries: Pharmaceuticals
(332-302)

This report, part of the second
phase of a two-phase study re-
quested by the Senate Committee
on Finance, identifies, compares,
and analyzes the principal competi-
tiveness determinants associated
with the U.S. pharmaceutical indus-
try. The report addresses such fac-
tors of competitive performance as
national and international govern-
ment policy, R&D productivity, and
structural change within the indus-
try to provide an overall assessment
of the performance of the U.S. in-
dustry during the past five to
10 years. The study found that the
competitiveness of the U.S. phar-
maceutical industry, as well as
those in other countries, depends
largely on the ability of firms with-
in the industry to develop innova-
tive products. Innovation, in turn,

depends on the ability to finance
R&D. Government policies, both
domestic and foreign, are perceived
to have a more significant effect on
the industry level of innovation
than most of the other factors stud-
ied in this report. The global indus-
try has been undergoing increasing
consolidation as companies attempt
to (1) extend geographic reach; (2)
broaden product portfolios; and
perhaps most important, (3) spread
the risk and costs associated with
R&D. The report was submitted to
the Senate Committee on Finance
on September 30, 1991.

Global Competitiveness of U.S. Ad-
vanced-Technology Manufacturing
Industries: Semiconductor Manu-
facturing and Testing Equipment
(332-303)

This study, also part of the sec-
ond phase of a two-phase study re-
guested by the Senate Committee
on Finance, concluded that the U.S.
semiconductor manufacturing and
testing equipment and materials in-
dustry lost a significant share of the
global market to Japan during
1980-90. In 1980, the United
States dominated every segment of
semiconductor manufacturing
equipment except assembly equip-
ment, while Japan shared the lead
in assembly equipment and several
types of materials. By 1990, the
United States led Japan slightly in
sales of equipment, but trailed Ja-
pan substantially in sales of materi-
als. Throughout the period, Europe
remained a relatively minor player,
with a market share fluctuating near
10 percent. The reasons for the
U.S. industry decline can be found
in the improved performance of
Japanese products relative to their
U.S. counterparts and the shift in
the market for these products from
the United States to Japan and other
countries.

The report concludes that the
future competitiveness of the U.S.
industry depends on the success of
technical cooperation with domestic
and foreign customers, the develop-
ment of stable sources of financing
for R&D, the growth of the domes-
tic market for these products, and
the ability of U.S. firms to establish
a presence in foreign markets. The



study was submitted to the Senate
Committee on Finance on Septem-
ber 27, 1991.

Apples: Certain Conditions of
Competition Between the U.S. and
Canadian Industries (332-305)

On October 16, 1990, the
Commission received from the Sen-
ate Committee on Finance a request
to institute an investigation to pro-
vide information on the conditions
of competition between the U.S.
and Canadian apple industries. On
August 1, 1991, the Commission
reported the results of its investiga-
tion. The study found that there are
no significant differences in the de-
livered prices of U.S. and Canadian
apples of the same variety and of
comparable quality. However, be-
cause a smaller portion of Canadian
apples meet the standards for a giv-
en grade, proportionately more ap-
ples from Canada sell for a lower
price in any given market because
their average quality and grade are
lower. In addition, Canadian grow-
ers receive lower prices because
they do not produce certain popular
varieties {e.g., Granny Smith) and
because a larger share of their pro-
duction is diverted to the lower
valued processing market on ac-
count of seasonal oversupply and
quality problems.

Studies on Special Areas of
Congressional Interest

The Economic Effects of Significant
U.S. Import Restraints, Phase
Il —Services (332-262)

The Commission completed
this study as the third phase of 2
three-phase investigation requested
by the Senate Committee on Fi-
nance to study the costs and bene-
fits of restraints on U.S. trade
{excluding title VII duties) in
manufacturing, agriculture, and ser-
vices. The first phase, completed in
1989, was on manufacturing trade,
covering such restraints as the steel
and auto VRAs and the Multifiber
Arrangement. The second phase,
completed in 1990, covered agricul-
tural products and natural re-
sources. The third phase covered
restraints on imports of services,
and separately estimated the effects
of simultaneously removing all the
restraints on manufactures and agri-
cultural goods treated separately in
phases I and 1L

Phase three concluded that
most service industries are open to
imports, with the principal excep-
tion of shipping between U.S. ports,
which is restricted by the Jones Act
to U.S. owned, built, and crewed
ships. Based on estimates, elimi-
nating this restriction would save

consumers $4.2 to $10.4 billion per
year, at a cost to protected shippers
of about $630 million, according to
the report. (All amounts are in
1988 dollars.) The primary benefi-
ciaries would be the agricultural,
forestry, fishery, and mining and
oil-processing industries.

The estimated effect of simul-
taneously removing barriers to
imports of manufactured and agri-
cultural products would be an in-
crease in national welfare equiva-
lent to 2 GNP increase of $9.5 bil-
lion (1988 dollars). Estimated im-
ports of apparel would increase by
$6.6 billion, followed by footwear
(8582 million), sugar (8479 mil-
lion), and textiles ($427 million).

The Effects of Greater Economic
Integration Within the European
Community on the United States,
Third Followup (332-267)

The House Committee on
Ways and Means and the Senate
Committee on Finance requested
this investigation to provide objec-
tive information on the EC single
market and a comprehensive analy-
sis of its potential economic conse-
quences for the United States. The
single-market exercise is designed
to accomplish the removal.of barri-
ers to trade in the physical, fiscal,
and technical areas by 1992 through
the issuance of approximately 280
“directives,” each to correct one or
more of the barriers to a free-trade
internal market in the EC.

The initial report on this
ongoing EC process, completed in
July 1989, covered directives issued
prior to January 1, 1989. The first
followup report, completed in
March 1990, covered developments
during 1989. Both reports indi-
cated that, while the EC single-mar-
ket exercise did appear to hold
potential benefits for both exporters
to and investors in the EC, certain
developments should be carefully
monitored for any possible distort-
ing effects.

The second followup report
was issued in September 1990 and
covered developments through June
1990. It also contained chapters on
potential effects of the EC single-
market exercise on the automobile,
chemical/pharmaceutical, and tele-
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communications sectors; in addi-
tion, a separate discussion of EC
R&D was included.

The third followup report fol-
lowed the established format for the
EC 92 reports and covered the
period from July 1, 1990, through
the end of the year. The report in-

cludes updates of the issues covered

in previous reports. Also included
is a discussion of the effects of the
EC 92 program on the U.S. val-
ue-added telecommunication and
information services industry.

Japan’s Distribution System and
Options for Improving U.S. Access,
Phase IT (332-283)

In October 1989, the House
Committee on Ways and Means
requested that the Commission
conduct an investigation of Japan’s
distribution system. Phase I of the
study provided an overview of
Japan’s distribution system and
analyzed the composition of
Japan’s trade patterns. The study
concluded that certain aspects of
Japan’s distribution system appear
to impede access to existing
distribution channels by foreign
firms, forcing them to rely upon
more expensive alternatives, such
as the establishment of an
independent distribution network.
This option was shown to be
expensive and difficult as a result
of high land, rent, warehousing, and
transportation costs and certain
legal restrictions.

Phase II of the study, a survey
of expert opinions, which was
completed in October 1990, sug-
gested that most U.S. firms operat-
ing in Japan face an uphill battle to
achieve and maintain their sales
position in Japan’s market, accord-
ing to Commission interviews. A
number of factors, such as difficul-
ties breaking into webs of business
relationships, operating in a busi-
ness and legal environment that
appears stacked against outsiders,
and characteristics of U.S. corpo-
rate behavior, were said to have
contributed to this situation. The
Structural Impediments Initiative
was viewed as positive by many
because it represented recognition
of the need to deal with systemic
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barriers in Japan. However, the
topics on which the most substan-
tive concessions were achieved,
such as retail distribution and the
need for higher spending on infra-
structure in Japan, may have a
limited effect on U.S. exports,
according to those interviewed.

International Agreements to Protect
the Environment and Wildlife
(332-287)

The Commission received a re-
quest from the Senate Committee
on Finance to survey the interna-
tional agreements designed to pro-
tect the environment and wildlife.
In this study, the Commission iden-
tified 170 international agreements
concerning the environment and
wildlife that are of significance to
U.S. interests. Roughly two-thirds
of such agreements were signed
after 1970, and only 19 of them
employ trade restrictions as a
means of enforcement. The report
catalogs agreements by subject
matter and summarizes information
on objectives, mechanisms for en-
forcement, dispute settlement and
information exchange, implementa-
tion, parties, and current issues. It
also summarizes pertinent domestic
legislation and the role of Federal
agencies in the U.S. environmental
program. It discusses relative
GATT provisions and recommends
an “environmental practices” report
for monitoring the performance of
U.S. trading partners in the area of
environment and wildlife protec-
tion.

Ranitidine Hydrochloride: The Po-
tential Impact on Domestic Compe-
tition in the Antiulcer Drug Market
of a Temporary Duty Suspension on
Imports (332-300)

The Commission received
from the Senate Committee on Fi-
nance a request for advice with
respect to what effect a temporary
duty suspension on imports of rani-
tidine hydrochloride might have on
domestic competition in the
antiulcer drug market. The Senate
Committee on Finance requested
that the Commission undertake this
study after the Senate and House
conferees were unable to reach
agreement on section 1438 of
H.R. 1594.

The study found that a tempo-
rary duty suspension for ranitidine
hydrochloride, the active ingredient
in Glaxo’s antiulcer drug, Zantac,
could boost its domestic consump-
tion and lower that of the other
antiulcer products marketed in the
United States. In 1990, seven dis-
tinct prescription antiulcer products
were available in the U.S. market,
including Zantac, with 51 percent
of the market, and Tagamet, with
22 percent. Tagamet is produced
domestically by SmithKline
Beecham.



PART Il. ORGANIZATIONAL

OFFICE OF OPERATIONS

The Director of Operations su-
pervises all substantive work of the
subordinate offices of Operations:
Office of Economics, Office of In-
dustries, Office of Investigations,
Office of Tariff Affairs and Trade
Agreements, Office of Unfair Im-
port Investigations, and Trade Rem-
edy Assistance Office. The director
is responsible for initiation, super-
vision, compietion, and publication
{when appropriate) of all statutory
investigations, studies, and special
work projects assigned by the Com-
mission. The work includes com-
pleting the investigations within the
statute-imposed deadlines and with
a level of accuracy and detail suit-
able for subsequent review by the
courts.

Office of Investigations
The Office of Investigations is
responsible for conducting the
Commission’s countervailing duty,
antidumping, and review investiga-
tions under title VII of the Tariff
Act of 1930; escape clause and
market-disruption investigations
under the Trade Act of 1974; and
investigations under section 22 of
the Agricultural Adjustment Act to
determine whether imports of agri-
cultural products are interfering
with programs of the U.S. Depart-
ment of Agriculture. In general, the
Commission’s responsibility in
these investigations is to determine
whether or not an industry in the
United States has been injured, or is
threatened with injury, by imports
of products like those it produces.

The primary responsibility of
the investigative staff is to present
the Commission with an objective
and comprehensive report on the
subject of each investigation in or-
der for the Commission to make an
informed decision concerning in-
jury on the basis of the facts of the
investigation. In doing so, the staff
seeks to understand the conditions
of competition within the domestic
market of the industry under inves-
tigation through extensive data col-
lection, research, and consultation
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George Deyman reviews the siaff report
on a dumping investigation.

with technical and marketing spe-
cialists. Under the direction of 2
supervisory investigator, the office
coordinates all facets of these in-
vestigations, beginning with the
identification of primary data to be
coliected and ending with the publi-
cation of a report containing the
Commissioners’ views and a non-
confidential version of the staff
report. The principal cases handied
by the office during fiscal year
(FY) 1991 are discussed in the
“Highlights” section of this report.

The investigative team, which
inciudes a supervisory investigator,
an investigator, an accountant/audi-
tor, and an economist from the Of-
fice of Investigations, aswell as a
commodity-industry analyst and an
attorney from other Commission
offices, acquires a thorough knowl-
edge of the industry and the product
under investigation, principally
from primary sources such as in-
dustry guestionnaires and visits to
production facilities. Data pres-
ented in the staff report to the Com-
mission include, but are not limited
to, capacity, production, capacity
utilization, domestic and export
shipments, inventories, imports, do-
mestic market shares held by U.S.
and foreign suppliers, employment,
hours worked, productivity, wages
and total compensation paid, unit
labor costs, pricing, distribution

ACTIVITIES

channels, and full financial data on
the U.S. companies producing the
product under investigation. The
staff also collects and analyzes
somewhat more limited information
regarding the foreign industry pro-
ducing the subject product.

Investigations’ staff members
work closely with officials at the
U.S. Department of Commerce and
U.S. Customs Service, with parties
to the investigations and their
attorneys, and with company
officials for both U.S. producers
and importers of the product to
obtain information and manage the
administrative details of an investi-
gation effectively. Investigators
also assist the USTR in its delibera-
tions on the Commission’s recom-
mendations to the President of
actions to take in escape clause,
market-disruption, and section 22
cases.

Office of Industries

The Office of Industries pro-
vides the Commission, the Presi-
dent, the Congress, and the public
with technical and economic stu-
dies of U.S. industries and interna-
tional trade. The office has a staff
of about 140 international trade
analysts and support staff organized
into commodity divisions covering
the major industrial sectors: agri-
culture, textiles, chemicals, miner-
als and metals, machinery,
advanced-technology industries,
and services. Within the divisions,
staff track the import, export, pro-
duction, and sale of more than
8,000 agricultural products, raw
materials, and manufactured prod-
ucts. In addition, the office has
trade analysts who monitor U.S.
service industries, which are the fo-
cus of increasing attention in inter-
national trade. The primary
responsibility of analysts is to con-
duct studies of U.S. industry per-
formance, factors influencing U.S.
competitiveness, and the impact of
international trade on U.S. industry.

During FY 1991, the office
conducted 33 investigations under
section 332 of the Tariff Act of
1930, including both one-time, fact
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and Chemical Division.

Ac&ng Chairman Brunsdale presents an award to John Gersic, Chief, Energy

finding studies and continuing in-
dustry surveys. In particular, the
Office of Industries focused on two
important investigative efforts dur-
ing the year: (1) an evaluation of
the probable economic effects of
the proposed free-trade agreement
between Mexico and the United
States, and (2) a series of three
comprehensive investigations re-
lated to the global competitiveness
of U.S. high-technology industries.
The first investigation provided the
USTR with detailed product-level
advice on the probable impact of
the proposed free-trade agreement
on U.S. imports, exports, industry,
and consumers. The Commission
submitted its report on this investi-
gation to the USTR in June 1991
for use by U.S. trade negotiators.
The USTR classified the report
“confidential.”

The second major investigative
cffort involved competitive analy-
ses of the communications equip-
ment, pharmaceuticals, and
semiconductor manufacturing
equipment industries for the Senate
Committee on Finance. These stu-
dies provide an analysis of the de-
terminants and the status of the
global competitiveness of the three
industries. In these studies, the
Commission examined key factors
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influencing competitiveness, such
as U.S. and foreign government
policy, industry evolution, current
market and industry structure, and
technology development.

Other major competitiveness
studies released this year covered
U.S. producers of steel, tuna, and
apples. The office also produced a
third followup report on the effects
of greater integration of the EC
market, service sector studies look-
ing at U.S. barriers to trade in ser-
vices and at the Mexican service
sector, and advice to the USTR on
the probable effects of modifica-
tions in the U.S. Generalized Sys-
tem of Preferences and the United
States-Canada Free-Trade Agree-
ment.

The office continued 10 moni-
toring reports under section 332 to
aid the Congress and the executive
branch in monitoring U.S. imports
and domestic production of various
products. Two of these reports
were at the request of the President,
seven at the request of Congress,
and one continuing survey was
done on the Commission’s own mo-
tion. These surveys covered the
following areas: synthetic organic
chemicals, production sharing un-
der chapter 98 of the Harmonized
Tariff Schedule of the United States

(HTS), steel subject to the Presi-
dent’s program of voluntary re-
straint agreements (VRAs),
competitive conditions in the steel
industry and industry efforts to ad-
just and modernize, automobiles,
rum, various tungsten compounds,
nonrubber footwear, lamb meat,
and ethyl alcohol. The office peri-
odically reviews all repetitive stu-
dies and recommends to the
requester the reduction or elimina-
tion of studies as appropriate.

At the end of FY 1991, the Of-
fice of Industries had several major
investigations under way. Two of
these investigations were competi-
tiveness analyses covering U.S. al-
falfa producers and the tuna indus-
try. In addition, the Commission
began an investigation of the im-
pact of imports of uranium and
enriched uranium services from
nonmarket economy countries on
the U.S. industry at the request of
the Senate Committee on Finance.
This investigation is unique in that
the U.S. industry under investiga-
tion is owned by a U.S. Govern-
ment agency, the Department of
Energy. At the end of the year, the
Commission was also in the final
stages of an investigation to deter-
mine the export competitiveness of
the major manufacturing and ser-
vices sectors of Central and Eastern
Europe. This study includes an
assessment of the structural impedi-
ments that might prevent the indus-
tries in this area from reaching their
full export potential.

In FY 1991, the office also be-
gan preparation of a new series of
Summaries of Trade and Tariff In-
formation. The Commission has,
since its inception, periodically is-
sued these reports to provide a reli-
able, systematic, and uniform
source of information on domestic
and foreign trade at a detailed prod-
uct fevel. The Commission com-
pieted the Jast series of Summaries
in FY 1984 with publication of ap-
proximately 250 individual reports.
The Commission will begin actual
publication of the new series of
Summaries during FY 1992.



Office of Economics

The two divisions of the Office
of Economics help the Commission
provide expert economic and for-
cign-area advice to Congress and 0
the President on a variety of inter-
national trade issues before U.S.
policymakers. The Research Divi-
sion specializes in quantitative
analysis of trade and economic is-
sues and provides advice and re-
view on all Commission section
332 studies to ensure that they are
soundly based on generally
accepted economic principles.

There has been 2 long-term
trend for policymakers to request
more quantitative economic analy-
sis in investigations conducted by
the Commission. This trend is re-
flected in the broad array of investi-
gations in which the Research
Division provides modeling and
other economic support. The Re-
search Division keeps abreast of
technical developments in econom-
ics relevant to the Commission’s
mission, to ensure that the Commis-
sion maintains its reputation as an
agency that provides state-of-the-
art analysis of trade policy issues.

The Research Division recently
completed a major three-phase in-
vestigation of the effects of signifi-
cant import restraints on producers,
on consumers, and on the overail
economic weifare of the United
States. In the first phase, com-
pleted in September 1989, the
Commission estimated the costs
and benefits of 20 tariffs and five
nontariff barriers on manufactured
goods. In the second phase, com-
pleted in September 1990, it esti-
mated the effects of import quotas
on sugar, dairy products, cotton,
and peanuts and on VRAs with for-
eign suppliers of meat (investiga-
tion No. 332-262). In the third
phase, completed in September
1991, the Commission estimated
the economic effects of various re-
straints on international trade in
services. In addition, the division
has developed a computable general
equilibrium (CGE) model, which
will let the Commission estimate
more accurately the effects of re-
moving any specific trade restraint
or of removing multiple restraints

Dutch Mmzsx:y of Economic Affairs.

simultaneously. The details of this
CGE mode! and the assumptions
underlying the model are presented
in the report on the third phase of
the import-restraints investigation.

The Research Division also
contributed substantially in FY
1991 to section 332 investigations
led by other offices. The Research
Division provided economic anal-
ysis and support in many ways. For
example, the division constructed
partial and general equilibrium
models, provided quantitative anal-
ysis of U.S. import restraints and
other trade-policy issues, and re-
viewed material prepared by other
offices for economic content.

For probable effects studies,
the Research Division has devel-
oped the methodology, including
worksheets and spreadsheets, for
use by industry analysts when as-
sessing the probable economic ef-
fects of various duty changes. The
division continues to work with the
Office of Industries to improve the
process for future probable effects
studies. The division has also de-
veloped methodologies for deter-
mining the tariff equivalents of
various import restraints. For the
annual steel report, for example,
Research Division economists as-

sessed the effect of exchange-rate
on the U.S. stecl market.

Following a formal request by
the USTR, the Research Division
also provided analytic support for
both the Uruguay Round and the
North American Free-Trade Agree-
ment (NAFTA) negotiations in FY
1991. The division’s main contri-
bution was through application of
the Commission’s CGE model to
analyze the broad sectoral effects of
the simultaneous introduction of
various proposed policy changes.

The Trade Reports Division of
the Office of Economics is the
Commission’s “country desk” re~
source. Economists in the division
regularly monitor trade policy and
trade-related econormic trends in
key markets—the EC, Japan, Cana-
da, Mexico, China, Eastern Europe,
the Soviet Union, Latin America,
and East Asia. Trade Reports econ-
omists also monitor developments
in the current GAT I-sponsored
Uruguay Round of Multilateral
Trade Negotiations and the activi-
ties of the main international organ-
izations dealing with trade issues.

The country-desk resources of
the Trade Reports Division comple-
ment the commodity and industry
expertise of the Office of Indus-
tries. Together, they give the Com-
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mission a capability to respond to
the information needs of U.S. trade
policymakers by using either an in-
dustry approach, a country ap-
proach, or some suitable
combination.

The Trade Reports Division
worked on a wide range of issues in
FY 1991, conducting section 332
investigations, producing statutory
reports on U.S. trade, and providing
policymakers and the public with
information and analysis on bilater-
al and multilateral trade issues.

Trade Reports economists,
along with the Office of Industries,
led a study requested by the Senate
Finance Committee and the House
Ways and Means Committee on the
Likely Impact of a Free Trade
Agreement With Mexico on the
United States. The Commission
found that 2 U.S.-Mexico free-irade
agreement (FTA) would benefit the
U.S. economy overall and create
new opportunities and challenges
for particular U.S. industries. The
division also completed a survey of
views on Japan’s Distribution Sys-
tem and Options for Improving U.S.
Access. which found that those sur-
veyed believe that formidable chal-
lenges face U.S. firms seeking to
gain entry or remain competitive in
Japan’s market for goods and ser-
vices.

Trade Reports economists also
contributed substantially to Com-
mission studies on the export com-
petitiveness of major manufac-
turing and services sectors in Cen-
tral and Eastern Europe, and on the
effects of economic integration
within the EC on the United States.
The fourth followup report on the
effects of EC integration on U.S.
economic interests is being led by
division economists.

The Trade Reports Division
prepared several recurring trade re-
ports as required by statute. In July
1991, the 42nd annual Operation of
the Trade Agreements Program re-
port was released. This report
highlighted major developments in
U.S. trade policy in 1990, including
a special section on the status of the
Uruguay Round when negotiations
broke down in December 1990 as
well as a discussion of recent U.S.
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trade initiatives in the Western
Hemisphere, including the Enter-
prise for the Americas Initiative.
The report also included data on
U.S. trade under the Generalized
System of Preferences (GSP) pro-
gram and the Caribbean Basin Ini-
tiative, a comprehensive review of
developments within the GATT and
other multilateral forums, and ac-
tions taken under U.S. trade law.
The report covered details of trade
relations with seven major trading
partners — The European Communi-
ty, Canada, Japan, Mexico, Taiwan,
The Republic of Korea, and Brazil.

Trade Reports Division econo-
mists also prepared the sixth annual
report on the impact of the Carib-
bean Basin Economic Recovery
Act (CBERA) on U.S. industries
and consumers. This report studied
several other issues, including the
effects of the CBERA on invest-
ment in Caribbean countries.

The Report to the Congress
and the Trade Policy Committee on
Trade Between the United States
and the Nonmarket Economy Coun-
tries (the East-West Trade Report)
was preparcd Guarteriy, as required
by law. Although no changes have
yet been made in the list of coun-
tries covered by this ongoing re-
port, the Commission is responding
to fast-changing conditions in East-

ern Europe by reporting extensively
on the progress Eastern European
countries are making in introducing
market-oriented reforms in their
economies. The East-West Trade
Reports provide current data on
U.S. trade with China, Poland,
Hungary, Czechoslovakia, Bulgaria,
Romania, and the Soviet Union, as
well as analyses of significant de-
velopments in commercial relations
and trade. Also included are resuits
of the East-West Trade Statistics
Monitoring System, which analyzes
imports of manufactured goods
from covered countries. The sys-
tem identifies manufacturing indus-
tries experiencing rapid growth in
imports and significant import
penetration by suppliers in covered
countries.

In addition to special studies
and trade reports, division staff re-
sponded to almost 200 documented
informal requests for specialized
information and technical assis-
tance from Congress, the public,
and other Government agencies.
Typical of such requests was one
for a licting of the highest tariff
rates on imports from Mexico, re-
quested by a congressional aide
during the discussion of the
so-called “fast-track” negotiating
authority.

The Honorable Ron de Lugo, Delegate from the Virgin Islands, and Eric Dawson,
Commissioner, Department of Economic Development and Agriculture, testify
before the Commission.




The Trade Reports Division
also produced a2 monthly review of
trade and policy developments, the
International Economic Review,
which gives timely information on
significant economic and policy de-
velopments abroad that may affect
U.S. commerce. In 1990, the
Review was expanded to include
in-depth articles on special topics,
such as Japan’s direct investment
abroad and various topics under
discussion in negotiations towards a
NAFTA. An expanded special
Chartbook edition of the Review
prepared in FY 1991 provides
easy-to-understand illustrations of
trade issues and trends using graphs
of data on U.S. trade by major com-
modity and country groupings. The
Review is distributed to Members
of Congress and to the public on re-
quest.

Office of Tariff Affairs and

Trade Agreements

In October 1990, the office
published the second supplement to
the 1990 edition of the Harmonized
Tariff Schedule of the United States
(HTS). The 1992 edition of the
HTS was published January 1,
1991, and one supplement was is-
sued in April 1991. The April sup-
plement reflected, among other
things, changes resulting from the
annual review of the GSP.

Partly because of duty rates
that changed during the conversion
of the Tariff Schedules of the
United States (TSUS) to the HTS, 2
large volume of tariff legisiation
was introduced in Congress during
FY 1989 and FY 1990. FY 1991
was no different; the office staff
coordinated the Commission’s
preparation of reports on 97 tariff
bills, most of them seeking new
temporary duty suspensions or ex-
tending existing ones. These re-
ports assist the House Ways and
Means Committee and the Senate
Finance Committee in their consid-
eration of tariff legislation.

Statistical changes to the HTS
were sought through the Committee
for Statistical Annotation of the
Tariff Schedule (the 484(c) Com-
mittee), which is chaired by the di-
rector of this office. During this

Commissioner Seeley Lodwick talks to visitors from Latin America.

fiscal year, the committee received
65 petitions for changes affecting
hundreds of HTS subheadings.

The office updated the HTS
history and header files, the index
of Harmonized System Committee
summary records, and other rele-
vant data bases. It also sent elec-
tronic copies of the HTS to the
National Technical Information
Service for distribution to the pub-
lic.

The office continued to partici-
pate in and contribute technical
support to the U.S. delegation to
various committees of the Customs
Cooperation Council in Brussels.
Furthermore, one staff member
spent several weeks in Brussels
providing onsite expertise and guid-
ance in the establishment of a com-
puterized commodity data base
related to the international Harmo-
nized Commodity Description and
Coding System.

In the area of trade agreements,
the office contributed significantly
to the preparation of electronic data
base files for the ongoing Uruguay
Round of Multilateral Trade Nego-
tiations, for the acceleration of
staged duty reductions under the
U.S.-Canada Free-Trade Agree-
ment, and for the ongoing talks
concerning 2 proposed NAFTA.

In addition, office staff assisted the
USTR in reviewing other countries’
GATT documentation concerning
the Uruguay Round. Staff also re-
viewed petitions and prepared re-
ports and proclamations for the
President’s signature in connection
with the GSP program.

The office continued its efforts
to extend the implementation of 2
U.S.-Canada Memorandum of Un-
derstanding, under which the two
countries exchange monthly import
statistics to reflect each country’s
exports to the other. The arrange-
ment, effective January 1, 1990,
eliminates the need to prepare and
compile over one million export
documents annually.

Finally, the office had primary
responsibility for investigations
Nos. 332-287, International Agree-
ments to Protect Wildlife and the
Environment {(completed January
1991); 332-298, Assessment of
Rules of Origin Under the Carib-
bean Basin Economic Recovery Act
{completed May 1991); and 1205-1
{and addendum) {completed March
1991) and 1205-2 (in progress),
Proposed Modifications to the Har-
monized Tariff Schedule of the
United States, Pursuant to Section
1205 of the Omnibus Trade and
Competitiveness Act of 1988.
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In August 1991, the Commis-
sion received a request from the
House Committee on Ways and
Means {0 examine potential rules of
origin to be used to determine eligi-
bility for preferential import duty
treatment under the proposed
NAFTA and the effect of such rules
on the U.S. automotive industry.
This office was charged with carry-
ing out this rule-of-origin study.
Completion was scheduled for late
November 1591.

Office of Unfair Import

Investigations

The Office of Unfair Import
Investigations is a party to adjudi-
catory investigations conducted un-
der section 337 of the Tariff Act of
1930. These investigations involve
claims of unfair methods of compe-
tition in import trade and most fre-
guently include allegations of
patent or trademark infringement.
Allegations of copyright infringe-
ment, misappropriation of trade se-
crets, passing off, false advertising,
and antitrust viclations are also liti-
gated 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.

The Office of Unfair Import
Investigations represents the public

interest in section 337 investiga-
tions. The office is responsible for
ensuring that a complete record is
developed in these investigations
and that the relevant issues are
briefed for the administrative law
judges and the Commission. Inves-
tigative attorneys from the office
actively participate throughout
these investigations along with
counsel for the private parties.
However, the investigative staff
represents the public interest rather
than the private interests of 2 com-
plainant or respondent. Representa-
tion of the public interest is
important because the remedies
available in section 337 investiga-
tions may affect nonparties and
U.S. consumers.

The Office of Unfair Import
Investigations has responsibility for
reviewing section 337 complaints
prior to institution of an investiga-
tion and for advising the Commis-
sion whether the complaint alleges
a cause of action under section 337
and complies with the applicable
Commission rules. Prior to institu-
tion of a section 337 investigation,
the office engages in informal in-
vestigation of the factual and legal
bases for the allegations in the com-
plaint. Upon request, the office

The Associate Director for International Trade, Proctor & Gamble, testifies at
the Commission’s North America Free-Trade Agreement hearing in Chicago.
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also provides information to pro-
spective complainants regarding the
filing of complaints under section
337.

During the violation phase of 2
section 337 investigation, attorneys
from the Office of Unfair Import
Investigations take discovery, ex-
amine witnesses, present evidence
at the hearing, and submit briefs on
factual and legal issues to the ad-
ministrative law judges. The inves-
tigative staff also submits briefs to
the Commission to assist the Com-
mission in its decision whether to
review the administrative law
judge’s initial determination on vio-
lation and other issues and in its de-
terminations on remedy. The
investigative staff’s participation is
intended to ensure that the adminis-
trative law judges and the Commis-
sion have the relevant facts and are
offered an independent perspective
on the many issues presented in
section 337 investigations.

The investigative staff also
provides assistance to the parties
regarding settiement matters.
Moreover, the investigative staff re-
views proposed consent orders,
consent order agreements, and
settlement agreements and submits
responses regarding public interest
concerns and compliance with
Commission rules.

During FY 1991 there were 22
active section 337 investigations,
10 of which were instituted in FY
1991. In these investigations, pro-
ducers sought protection from al-
ieged infringement of intellectual
property rights in a host of different
industries, including semiconduc~
tors, pharmaceuticals, medical
equipment, industrial materials and
machinery, and various consumer
products, such as acid-washed
denim garments, bathtubs and bath-
ing vessels, and vacuum cleaners.
The Commission terminated four
investigations as a result of settle-
ment agreements or consent orders
entered into by the parties prior to
an evidentiary hearing. Settlement
agreements or consent orders were
also entered in three other investi-
gations. In addition, one investiga-
tion was suspended, another was
terminated for mootness, and 2
third was terminated in view of 2




binding arbitration clause in a prior
licensing agreement. Of the five
investigations in which the Com-
mission made final determinations
on the merits, a violation of section
337 was found in three investiga-
tions. A limited exclusion order
was issued by the Commission in
each of the three investigations.
Additionaily, a general exclusion
order was issued in one of these in-
vestigations and a cease and desist
order was issued in another investi-
gation.

During FY 1991 there were
also two advisory opinion proceed-
ings, two modification proceedings,
one ancillary candor proceeding,
and two formal enforcement pro-
ceedings stemming from prior sec-
tion 337 investigations.

Tracde Remedy

Assistance Office
Established by Congress in
1988, the Trade Remedy Assistance

Office (TRAQ) provides technical
advice and assistance (including in-
formal legal advice and assistance)
to qualified small businesses seek-
ing benefits or relief under the six
U.S. trade laws enumerated in 19
U:S.C. 1339. These laws relate to
(1) injury caused by import compe-
tition, (2} adjustment assistance for
workers and firms, (3) relief from
foreign import restrictions and ex-
port subsidies, (4) imposition of
countervailing and antidumping du-
ties, (5) national security, and (6)
unfair practices in import trade.
The office also provides general in-
formation regarding trade laws and
trade remedies in response to inqui-
ries from the public.

In carrying out its function as a
public resource for general infor-
mation on trade laws and trade rem-
edies, TRAQ provides answers by
telephone, if appropriate, and pro-
vides information regarding the
Commission, trade laws, and the in-
vestigative process. It also refers
inguiries to other Government
agencies or seeks information from
them before responding. TRAO
gives public presentations when re-
guested.

Presently, TRAO is taking a
number of steps to more effectively
disseminate information about trade
iaws and the services the office pro-
vides. It is coordinating closely
with offices providing trade infor-
mation at other agencies and is re-
fining its informational packets.
TRAO has also started to prepare a
simple “how t0” manual for small
businesses seeking trade relief and
is compiling a set of the clearest
possible samples of required docu-
ments.

In FY 1991, TRAQ responded
to 271 inquiries from the public,
approximately the same level as in
FY 1990. However, the number of
certified small businesses has prac-
tically doubled, from seven small
businesses certified in FY 1990 to
12in FY 1991.

Before advising a business,
trade association, or union, TRAO
first determines, on the basis of the
application, whether it meets the
size requirements set by the Small
Business Administration. If so,
TRAO provides it with technical
advice and assistance, including in-
formal legal advice, such as wheth-
er a particular situation appears to
be one for which a trade remedy
may be sought. TRAO reviews, on
request, draft petitions and com-
plaints to assist the small business’
efforts in preparing final petitions
and complaints for filing.
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TRAOQ also provides, if re-
quested, informal legal advice and
assistance during administrative re-
view of petitions and complaints.
If an investigation is instituted,
TRAO provides ongoing advice
throughout that investigation, in-
cluding informal legal advice on
preparation for hearings and for
briefs, so that the small business
may present its position to the
Commission. However, TRAC
does not act as legal counsel for
small businesses but is available at
any time to meet with persons from
eligible small businesses to discuss
the procedures and requirements for
obtaining relief.

In FY 1991, TRAQO was most
often called on to provide technical
advice and assistance regarding the
antidumping and countervailing
duty laws of the United States and
regarding section 337 of the Tariff
Act of 1930, dealing primarily with
the alieged infringement of U.S. in-
tellectual property rights by
imported articles.

At the beginning of FY 1991,
there were two ongoing investiga-
tions in which TRAQ was provid-
ing technical advice and assistance.
In an investigation under section
337, Anti-Knock Ignition Systems
for Automobiles (investigation No.
337-TA-318), the parties reached

John Roberison of the Publishing Division adjusts one of machines in the
printing plant. .
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Pamela Chase of the Publishing
Division talks about Design Branch
procedures at the resource orientation
briefing for new Commission
emplovees.

2 settlement and the Commission
terminated the investigation on that
basis in December 1990. In Laser
Light-Scattering Instruments and
Parts Thereof From Japan (investi-
gation No. 731-TA-455 (final}), the
Commission determined in October
1990 that 2 domestic industry was
threatened with material injury.

New petitions filed by small
businesses that are being assisted
by TRAQ include the following:
Hand-Held Aspheric Indirect Oph-
thalmoscopy Lenses From Japan
(investigation No. 731-TA-518
{preliminary)), and Gene Amplifi-
cation Thermal Cyclers and Com-
ponents Thereof (investigation No.
731-TA-485 (preliminary and fi-
nal)).

Further, TRAO continues (o
provide assistance to the parties of
two investigations recently insti-
tuted by the Commission. On Sep-
tember 5, 1991, the Commission
instituted preliminary antidumping
and countervailing duty investiga-
tions, Magnesium From Canada
and Norway {investigations Nos.
701-TA-309 and 731-TA-528 and
529 (preliminary)), and on Septem-
ber 17, 1991, the Commission insti-
tuted a section 337 investigation
alleging patent infringement, Cer-
tain Computer System State Save/
Restore Software and Associated
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Backup Power Supplies for Use in
Power Qutages (investigation No.
337-TA-330).

TRAO has received and re-
viewed draft petitions and com-
plaints from most of the other
certified small businesses that have
not yet been formally filed. Asa
result of the ongoing cases, the
draft petitions and compiaints being
reviewed by TRAQC, and the antici-
pated filings, the workload of
TRAQ increased substantially dur-
ing the second half of FY 1991.

OFFICE OF
ADMINISTRATION

The Office of Administration
is composed of the following orga-
nizations: Office of Finance and
Budget, Office of Information Re-
sources Management, Library Ser-
vices, Office of Management
Services, and Office of Personnel.

The offices within the Office
of Administration have elected to
implement the management concept
known as Total Quality Manage-
ment (TQM). TQM can be defined
as a method of conducting business
that insures quality of service and
customer satisfaction. It embraces
the philosophy of making continu-
ous improvements through the
coordinated efforts of all employees
in an organization. The Office of
Administration has established the
following vision statement for its
TOM program:

The Office of Adminis-
tration seeks 1o provide
services 1o its customers
that are {1) consistently of
high guality, (2) timely, and
(3) responsive 1o customer
requirements. This goalis
achieved through the dedi-
cated efforts of all staff
members in a work envi-
ronment that fosters cre-
ativity, cooperation, and
continuous improvement.

During FY 1991, the Office of
Administration in conjunction with
the Office of the Secretary em-
barked on the TQM journey by ini-
tiating nine pilot Quality Action
Teams (QAT) with specific project
objcctives identified by the office

directors. The QAT members (50)
were trained to use a probiem solv-
ing technique provided by Organi-
zational Dynamics, Inc. (CDI).
Also, three facilitators were trained
by ODI regarding their roles and
responsibilities to support the
teams’ efforts. Of the nine QATS,
five successfully completed their
projects and made reports to their
office directors. The remaining
QATs will finish their projects dur-
ing FY 1992. Additionally, a quar-
terly publication called the “Quality
Times” was iraugurated to keep the
staff apprised of the status of the
QATs and the progress in our TQM
journey.

Office of

Finance and Budget

During FY 1991, in addition to
the normal worklioad, the Office of
Finance and Budget implemented 2
new accounting system. This sys-
tem, calied the Federal Financial
System, is operated through the De-
partment of Interior’s Administra-
tive Service Center in Denver, CO.
Implementation of the new ac-
counting system required intensive
training, “dual” accounting opera-
tions during testing and conversion
periods, and a major staff reorienta-
tion to different methods, terminol-
ogy, systems access, redesigned
financial reports, and other new
processes. The implementation was
a major workioad and a major suc-
cess during this fiscal year, and it
will continue as a major workload
as we review and improve both the
internal processes and management
reports.

In order to better monitor and
control expenditures, a commitment
system was implemented as part of
the new accounting system. In ac-
dition, the office made a substantial
change to the documents used in the
budget formulation process for FY
1993 to case the burden on cost
center managers, including the con-
solidation of annual requests for
various data from central cost cen-
ter managers. During FY 1991, the
Commission’s financial statements
for FY 1989 and FY 1990 were au-
dited by the firm of Cotton & Co.
and received a positive review.
During FY 1991, audits were con-



Veronica Robinson and Rositta Hickman
of OIRM fix a computer hardware
problem.

ducted in the areas of “Budget For-
mulation and Execution” and “Per-
sonnel Management Functions and
Activities.” During FY 1991, re-
sponding to and implementing rec-
ommendations made as a result of
the audit of “Personnel Manage-
ment Functions and Activities”
have been major efforts.

Office of Information

Resources Management

During FY 1991, the Office of
Information Resources Manage-
ment (OIRM) completed a reorga-
nization plan, including the update
of mission and functions, realign-
ment of divisions and work groups,
and creation of a formal planning
function. As part of this plan,
OIRM also phased out and physi-
cally removed the inhouse main-
frame (IBM 4331) computer. All
significant mainframe applications
were converted o other environ-
ments and are now running on the
Commission local area network or
computer centers at other agencies.
Among those applications con-
verted successfully during FY 1991
were the agency’s finance and ac-
counting system and a docket sys-
tem. The Office of Industries’
Document Archival Retrieval Sys-
tem (DARS) was also moved into

the computer room as part of the
transition.

OIRM’s Systems Development
and Integration Division was re-
structured as part of the overall re-
organization of the OIRM and now
has two formal work groups and
group leaders organized according
to technical speciaities. The Main-
frame Support Group provides the
analysis and programming support
for all primarily mainframe proj-
ccts, and the PC/LAN application
group provides the same support for
all projects that are primarily PC/
LAN based. The divisionasa
whole supports individuals within
the Commission staff who require
professional programmer assis-
tance.

The PC/LAN group completed
three projects: an inventory system
for the Commission’s supplies, ex-
penditures, and receiving; a track-
ing system for off-site document
storage; and a tracking system for
facilities maintenance. The group
also created a PC data entry and
verification application in support
of the Commission’s annual Syn-
thetic Organic Chemicals (SOC)
report. The mainframe group de-
veloped a major negotiating tool for
the NAFTA and continued to sup-
port, as well, the short-term proj-
ects requiring mainframe
programming.

The Statistical Services Divi-
sion staff served as advisors for the
Commission’s staff on the applica-
tion of statistical theory, especiaily
on the use of sampling, and per-
formed 63 detailed statistical re-
views of Commission investigative
reports and studies. The division
responded daily to inquiries for
trade data, assisted in evaluating
data reliability, and provided PC
graphics support for the Commis-
sion. The division, in converting to
the Harmonized Tariff nomencla-
ture, combined and reformatted its
Statistical Bulletins, which now
provide a summary of the U.S.
trade picture in a single document
that is widely used by the trade
community. It also assisted the Of-
fices of Industries and Economics
with statistics and other information
in a number of section 332 investi-
gations, significantly contributing
to the evaluation of accelerated tar-
iff reductions under the auspices of
the U.S.-Canada Free-Trade Agree-
ment.

The newly structured Office
Automation Support Division add-
ed a number of improvements (o
the Commission’s local area net-
work, including 320-megabyte
disks to all file servers, 40-mega-
byte drives to 150 PC workstations,

James Gill and Pat Augustine of OIRM review trade data printouts.




and a new version of the network
operating system, VINES,

Library Services

Library Services spent much of
FY 1991 installing new computer
programs and expanding services.
The largest project was the intro-
duction of an automated circulation
system to control the Main
Library’s book collection. In addi-
tion, the Library completed installa-
tion of a serials control system for
the periodicals collection.

Library Services expanded ma-
jor research collections. Having
worked on several section 332
cases, the Library expanded in the
areas of Eastern Europe, Latin
America, Mexico, and in EC 92
materials. This expansion work en-
abled the Library to publish work-
ing bibliographies on EC 92,
Mexico, and Latin America for
Commission use.

Early in the year, the Library
staff initiated a daily announcement
program on the agency’s locai area
network. The announcements in-
form the Commission of new re-
search materials that are available
in the Main Library and keep them
up to date on Library activities and
services that may be of use in their
work.

Office of

Management Services

Fiscal year 1991 has been the
third-Jargest printing production
year in the Commission’s history,
with an output of approximately 27
million pages. The Office of Man-
agement Services used technical
upgrades to significantly improve
productivity by placing in full pro-
duction a replacement system for its
Interleaf Composition System
approved by the Joint Committee
on Printing.

The Commission converted to
the Governmentwide Washington
Interagency Telephone System
(WITS) and FTS 2000.

The Commission’s procure-
ment function was improved by in-
stalling an automated system for
preparing and tracking small pur-
chases and contracts. The Govern-
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mentwide credit card program
designed to facilitate the procure-
ment of minor purchases was insti-
tuted in the Commission during FY
1991. A favorable Inspector Gen-
eral audit of the procurement pro-
cess was completed during FY
1991. ’

Office of Personnel

During FY 1991, the Office of
Personnel assisted employees and
managers with a broad range of hu-
man-resources services in such
areas as recruitment, skills develop-
ment, employee and labor relations,
and benefits administration.

Continuing a major initiative
of the previous year, the office of-
fered extensive onsite training in
the use of personal computers, as
well as speed reading, writing and
editing instruction, and smoking
cessation.

Linda Vailati and Gregory Snowden of
the Office of Personnel process a fin-
gerprint record.

Several personnel policy mat-
ters were dealt with during the year.
The office developed the statutorily
mandated Senior Executive Service
Recertification Plan and it was ap-
proved by the Office of Personnel
Management. Alternative work
schedules as an option for persons
in managerial positions was contin-
ved on the basis of a review of the
program. Under this arrangement,
managers are allowed to adjust their

hours and days of work to fit their
individual needs, a benefit already
widely available to nonsupervisory
employees under collective bar-
gaining agreements. Other policy
revisions in the areas of pay and
leave administration, overtime, and
compensatory time were developed,
including those necessary to permit
employees to participate in the Des-
ert Storm Leave Transfer Program
to assist returning veterans. Also as
a result of the audit of the Personnel
Management Functions and Activi-
ties during FY 1991, a person-
nel-management evaluation system
was developed that provides for
periodic and cyclical reviews of
such activities as position manage-
ment, staffing, recruitment, person-
nel processing, training, and equal
employment opportunity.

Drug testing, the subject of
protracted union negotiations,
moved closer to implementation as
a result of recent Department of
Health and Human Services ap-
proval of the Commission’s plan.
Final union agreement, which is the
last step in the process, was accom-
plished.

Vacancies for permanent trade
analyst and attorney positions con-
tinued to draw a large number of
candidates. Students focusing on
trade issues again demonstrated
their interest in the Commission by
the flood of applications for sum-
mer employment — 1,000 applica-
tions for 30 positions.

OFFICE OF THE
ADMINISTRATIVE

LAW JUDGES

During FY 1991, the Office of
the Administrative Law Judges held
four evidentiary hearings on section
337 cases in accordance with the
Administrative Procedure Act.
These hearings involved diverse
products: rotary printing apparatus,
plastic encapsulated integrated cir-
cuits, air impact wrenches, and
self-inflating mattresses.

During this period, the judges
disposed of 11 cases without an evi-
dentiary hearing —that is, by settle-
ment, by summary determination,
or by a finding of default.



OFFICE OF
CONGRESSIONAL
LIAISON

The Office of Congressional
Liaison is the primary point of con-
tact between the Commission and
Congress. The office routinely
works with congressional staff to
clarify congressional intent in sec-
tion 332 investigation requests, re-
sponds to inquiries from Members
of Congress, and keeps the Com-
mission apprised of legislative ini-
tiatives that would affect its
operations. The office also pro-
vides technical assistance to Mem-
bers of Congress and their staff on
various trade-related matters.

During FY 1991, Congress re-
quested a total of nine section 332
investigations, three of which ex-
amined the global competitiveness
of U.S. advanced-technology manu-
facturing industries: communica-
tions technology and equipment,
pharmaceuticals, and semiconduc-
tor manufacturing and testing
equipment. Following publication
of The Likely Impact of a
Free-Trade Agreement With Mexico
on the United States in February
1991, Congress continued to re-
quest other section 332 investiga-
tions designed to determine the
impact of the proposed NAFTA.
At the close of FY 1991, the House
Committee on Ways and Means re-
quested a study analyzing rules of
origin for the automotive industry
in the context of the NAFTA.

The Office of Congressional
Liaison also responded to congres-
sional requests for testimony on
substantive issues. In March 1991,
Acting Chairman Anne Brunsdale
testified before a subcommittee of
the House Committee on Appropri-
ations concerning the Commis-
sion’s FY 1992 budget request.

A statement for the record was
submitted in April 1991 to the
House Committee on Small Busi-
ness concerning the likely impact
on the United States of a free-trade
agreement with Mexico. In July
1991, Commissioner Seeley Lod-
wick testified before the House
Committee on Ways and Means
Subcommittee on Trade concerning

imports of durum wheat from
Canada.

The Commission received 185
letters from individual Members of
Congress and 384 requests for mis-
cellaneous tariff bill reports. These
reports provide statistical, legal,
and industry analysis for use by the
House Committee on Ways and
Means and the Senate Committee
on Finance during consideration of
tariff-related legislation.

Four Members of Congress and
two congressional staff members
testified at Commission hearings.
A January 1991 hearing concerning
import quotas on peanuts attracted
two House Members from pea-
nut-growing regions in North Caro-
lina and Georgia. In connection
with a section 332 investigation on
the probable economic effects of a
free-trade agreement with Mexico,
hearings held during April 1991 in
Scottsdale, AZ, and Washington,
DC, included testimony from an
Arizona Congressman, the Gover-
nor of Arizona, and the Delegate to
Congress from the Virgin Islands.

OFFICE OF
INSPECTOR GENERAL

The Inspector General is re-
sponsible for conducting all audits
and investigations relating to Com-
mission programs and operations
and for recommending and com-
menting on proposed legislation,
regulations, and procedures as they
affect the Commission’s efficiency
and effectiveness. The accomplish-
ments of the Office of Inspector
General are included in a semiannu-
al report submitted to Congress in
November and May each year.

Commission programs and op-
erations reviewed during FY 1991
included coordination with the De-
partment of Commerce in imple-
menting title VII determinations,
compliance with the Federal Man-
agers’ Financial Integrity Act of
1982 and Public Law 101-121 on
lobbying activities, FY 1989 and
FY 1990 financial statements, an
equal employment opportunity pro-

gram, procurement policies and
procedures, budget formulation and
execution, property management,
imprest and official representation
funds, and advisory and assistance
services.

Activities in the Office of In-
spector General conducted to pre-
vent or detect fraud, waste, or abuse
include reviewing all proposed
Commission directives and regula-
tions. As required by the Inspector
General Act, the office also has a
process for commenting on existing
and proposed legislation and regu-
lations relating to programs and op-
erations of the Commission.

The Inspector General has been
an active member of the President’s
Council on Integrity and Efficiency
(PCIE) Coordinating Conference.
The Inspector General was a mem-
ber of committees that issued a ge-
neric audit manual. The Inspector
General also planned the annual re-
treat and, as Chair of PCIE, issued a
survey of index material designed
to promote sharing of knowledge
and information among Conference
members. She is currently a mem-
ber of a joint task force with PCIE
Coordinating Conference and Pres-
idential appointee members to ex-
plore issues of importance to the
agencies with designated inspectors
general.

OFFICE OF THE

SECRETARY

The Office of the Secretary
compiles and maintains the Com-
mission’s official records, such as
petitions, briefs, and other legal
documents. It issues the Commis-
sion’s notices, reports, and orders,
and it schedules and participates in
all Commission meetings (33 in FY
1991) and hearings (28 days of
hearings in FY 1991). The office
also has been a repository for his-
torical information on the Commis-
sion since its founding in 1916. It
makes determinations on requests
for confidential treatment of infor-
mation, for information to be re-
leased under protective order and
for requests under the Freedom of
Information Act (FOIA).
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The following tabulation
shows the volume of these requests
for FY 1991 compared with that in
FY 1990:

FY FY
1996 1991

Type of
request

Requests for
confidential
treatment ...... 396 442

Requests for release
of confidential
business
information under
protective
order ......... 124 203

FOIA requests:

Received ...... 72 73
Granted in whole
orinpart ...... 44 59

The Office of the Secretary re-
ceives surety bonds or other coilat-
eral posted by parties in connection
with the temporary-exclusion-order
phase of section 337 investigations.
The Secretary also is authorized to
issue seizure letters authorizing the
U.S. Customs Service to hold cer-
tain merchandise when a prohibited
importation is attempted.

The Secretary continues to
monitor alleged breaches of the
Commission’s administrative pro-
tective orders. In FY 1991, a total
of 34 possible breaches were identi-

Ruby Dionne, Chief of the Dockets
Section, talks to a Dockers cusiomer.
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fied. In two of these cases, the
Commission issued a letter of
warning; in nine cases, investiga-
tion did not disclose evidence of an
actual violation. Twenty-three of
these cases were still under investi-
gation at the close of the fiscal year.

InFY 1991, atotal 0of 9,700
documents were filed with the Of-
fice of the Secretary. The office is
continuing to explore improved
microfilm systems and optical-disk
technology for introduction in the
1990s.

The office receives an average
of almost 200 visitors each
month —including Commission
staff — researching its public files.
Facilities for research by the public
are in the Office of the Secretary,
room 112, and in the Commission
libraries. Inquiries should be di-
rected to the specific organizational
unit or to the Secretary, U.S. Inter-
national Trade Commission, SO0 E
Street SW., Washington, DC
20436, telephone 202-205-2000.
Publications may be ordered 24
hours a day, seven days a week, by
calling 202-205-18C9. Recorded
information on the latest petitions
and complaints filed with the Com-
mission may be obtained by calling
202-205-2196.

OFFICE OF
EXECUTIVE AND
INTERNATIONAL LIAISON

The principal function of the
Office of Executive and Interna-
ticnal Liaison is the management of
the daily technical assistance that
the Commission provides to the
USTR in the operation of the trade
agreements program and in the ex-
ecution of U.S. trade policy. The
office is also the channel through
which information is obtained from
U.S. embassies in foreign countries
for Commission investigations and
reports. Major activities during the
year included assistance to the
USTR in negotiations with Canada
on acceleration of removal of duties
under the United States-Canada
Free-Trade Agreement, work on the
Uruguay Round of Muitilateral
Trade Negotiations, preparations
for the negotiations with Mexico

and Canada on a NAFTA, and the

preparation of Presidential procia-
mations implementing decisions in
U.S. trade policy.

OFFICE OF THE
GENERAL COUNSEL

The General Counsel is the
Commission’s chief legal advisor.
The General Counsel and the 26 at-
torneys in her office advise the
Commissioners on Commission in-
vestigations, prepare briefs and rep-
resent the Commission in court, and
provide assistance and advice on
general administrative matters, in-
cluding ethics, labor relations, and
contracts.

Upon request, the office pro-
vides technical assistance to Con-
gress and the executive branch on
tariff and trade matters. Early in
FY 1991, the office provided con-
siderable technical assistance and
support to the U.S. delegations to
the GATT Uruguay Round trade
negotiations in Geneva and, more
recently, to the U.S. delegations to
the NAFTA negotiations. Several
of the laws administered by the
Commission are based on GATT
articles and codes. Several of these
GATT articles and codes are the
subject of negotiations in the Uru-
guay Round, and concepts
employed in several of the GATT
articles and codes are the subject of
discussion in the NAFTA negoti-
ations.

General Counsel attorneys
served as members of investigative
teams assigned to antidumping
(AD) and countervailing duty
(CVD) investigations, providing
advice to the Commission and its
staff on a variety of legal issues. In
addition, the Office assisted the
Commission in the development of
jurisprudence relating to the 1988
act in areas such as administrative
protective o