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PRESIDENT BUSH’S TRADE AGENDA

WEDNESDAY, FEBRUARY 15, 2006

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

The Committee met, pursuant to notice, at 1:41 p.m., in room
1100, Longworth House Office Building, Hon. Bill Thomas (Chair-
man of the Committee) presiding.

[The advisory announcing the hearing follows:]
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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS

FOR IMMEDIATE RELEASE CONTACT: (202) 225-1721
February 07, 2006
No. FC-19

Thomas Announces Hearing on
President Bush’s Trade Agenda

Congressman Bill Thomas (R—-CA), Chairman of the Committee on Ways and
Means, today announced that the Committee will hold a hearing on President
Bush’s trade agenda. The hearing will take place on February 15, 2006, in the
main Committee hearing room, 1100 Longworth House Office Building, be-
ginning at 1:30 p.m.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be from invited witnesses only. The sole witness will be United States
Trade Representative (USTR) Rob Portman. However, any individual or organiza-
tion not scheduled for an oral appearance may submit a written statement for con-
sideration by the Committee and for inclusion in the printed record of the hearing.

BACKGROUND:

Since enactment of the Trade Promotion Authority Act (TPA) of 2002 (P.L. 107-
210), the President has used his authority to greatly expand trade opportunities for
the benefit of American workers and businesses. The United States has concluded
free trade agreements (FTAs) with important trading partners and regions such as
Chile, Singapore, Australia, Morocco, Central America-Dominican Republic, Bah-
rain, Oman, and Peru. The Administration is continuing negotiations with Panama,
Colombia, Ecuador, Thailand, and the Southern African Customs Union, and Presi-
dent Bush has recently notified Congress of his intent to negotiate an FTA with the
Republic of Korea. Additionally, the President is continuing multilateral negotia-
tions in the World Trade Organization (WTO) to expand U.S. opportunities in trade
in agriculture, industrial goods, and services, despite strong efforts to diminish the
ambitions of such an agreement by trading partners seeking to protect various sec-
tors.

At the same time, USTR is managing a host of serious bilateral trade disputes
and concerns that require a combination of diplomacy and litigation. In the past sev-
eral years, USTR has managed and won several formal WTO-based disputes, while
at the same time defending U.S. interests and demanding compliance with commit-
ments by our trading partners in all parts of the world through negotiations and
consultations.

In announcing the hearing, Chairman Thomas stated, “TPA has allowed us to re-
gain our leadership role in trade negotiations and to eliminate foreign trade barriers
to U.S. goods and services. The Administration has moved an impressive and ambi-
tious agenda in the past few years and clearly intends to maintain that momentum.
Expanded trade means more business for American farmers, manufacturers, and
service providers, better value for American consumers, higher living standards for
American families, and good jobs for American workers. I am committed to ensuring
the Administration’s adherence to the rigorous consultation process and the detailed
negotiating objectives established in TPA. This hearing will give Ambassador
Portman the opportunity to lay out the President’s trade priorities and is an impor-
tant component of our bipartisan oversight responsibilities.”



FOCUS OF THE HEARING:

The hearing is expected to examine current trade issues such as: (1) the prospect
for trade expansion in agriculture, industrial goods, and services through multilat-
eral negotiations in the WTO; (2) the recently concluded FTAs with Oman and Peru;
(3) other FTAs that are currently being negotiated or have been notified by the
President; (4) management of bilateral trade disputes and concerns; (5) ongoing ne-
gotiations with several countries seeking to accede to the WTO; (6) compliance with
WTO dispute settlement decisions; and (7) other trade issues.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Any person(s) and/or organization(s) wishing to submit for the hear-
ing record must follow the appropriate link on the hearing page of the Committee
website and complete the informational forms. From the Committee homepage,
http:/lwaysandmeans.house.gov, select “109th Congress” from the menu entitled,
“Hearing Archives” (hitp://waysandmeans.house.gov/Hearings.asp?congress=17). Se-
lect the hearing for which you would like to submit, and click on the link entitled,
“Click here to provide a submission for the record.” Once you have followed the on-
line instructions, completing all informational forms and clicking “submit” on the
final page, an email will be sent to the address which you supply confirming your
interest in providing a submission for the record. You MUST REPLY to the email
and ATTACH your submission as a Word or WordPerfect document, in compliance
with the formatting requirements listed below, by close of business Wednesday,
March 1, 2006. Finally, please note that due to the change in House mail policy,
the U.S. Capitol Police will refuse sealed-package deliveries to all House Office
Buildings. For questions, or if you encounter technical problems, please call (202)
225-1721.

FORMATTING REQUIREMENTS:

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

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

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

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

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

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—225-1721 or 202-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.
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Chairman THOMAS. If I could ask our guests to find seats,
please. Today the Committee considers the President’s trade agen-
da. We are pleased to have our former colleague, Ambassador Rob
Portman, testifying before us for the first time in his new capacity
to discuss efforts to expand international trade, which will create
jobs and opportunities for American workers, farmers, and firms.
Since the President signed the Trade Promotion Authority into law
in 2002, Congress has approved agreements negotiated by the ad-
ministration with Chile, Singapore, Morocco, Australia, Central
America, and Bahrain. We have teed up agreements that we will
soon look at with Oman and Peru, and it is in the process of negoti-
ating several others. Many in Congress are concerned, frankly,
about the larger non-bilateral regional world of the WTO and the
current status of the Doha Round. It seemed to some of us, and the
Chairman in particular, that several of our trading partners spent
more energy in Hong Kong in trying to avoid free trade rather than
liberalizing it, and not to mention any names, the European Union,
Japan, Brazil, and India seemed to be the frontrunners. If coun-
tries were unwilling to move by December on key modalities, as
they say in the business, Mr. Ambassador, I want you to give me
some understanding as to why they will move by some new dead-
line of April or finish by the end of 2006, for that matter, because
Trade Promotion Authority expires in 2007. I am concerned about
how we deal with these dynamics or whether we do not think about
creating a new dynamic.

In the meantime, I think we should continue to aggressive pur-
sue our bilateral efforts as we have in liberalizing trade. While
clearly the WTO negotiation is our best opportunity to liberalize
trade, our bilateral agreements, I think, have spurred growth for
U.S. exports at twice the rate of our exports to the rest of the
world. To the degree we continue the success and we move more
to industrialized nations, as evidenced by the potential for a U.S.—
Korea Free Trade Agreement, I believe some of our more recal-
citrant friends will begin to take notice of the impact our bilateral
agreements are going to have. Last year, this Committee held hear-
ings on our economic relations with Japan and China—probably
one of the more unifying hearings we have had in some time in this
Committee—because of our deep concerns about these countries’
apparent lack of commitment to free trade. I would underscore that
for Japan far more than China. For example, the Chair believes
Japan has a long history of blocking U.S. goods, devising nontariff
barriers that allow their farmers and firms to operate while keep-
ing out imports. U.S. beef is only the tip of the iceberg. At the
Japan hearing, I pointed out that we are not looking for any more
apologists for Japan’s behavior. There seemed to be a sufficient
number of those. We are looking for results.

As we begin to focus on China, I think we have a newer partner,
one who has shown the ability to move and, frankly, one that was
fairly impressive by, in baseball terms, doing the Babe Ruth of
pointing where they were going to go and when they were going to
get there. Part of the Chair’s interest is in whether or not, based
upon what our friends the Chinese have agreed to in terms of a
host of improvements on intellectual property and other areas, how
successful are they? What kind of a report card can we give in their
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ability to move? We outlined those factors in a bill, frankly, intro-
duced by the gentleman from Pennsylvania, Mr. English, H.R.
3283. The House moved on this bill. The Senate has not. We would
appreciate some comment during your testimony, Mr. Ambassador,
in that regard. Then, finally, let me make sure that I do not forget
our friends, the Europeans, who recently lost the biotech case in
the WTO but are publicly stating there is no need for them to
change their system. They are currently honing their last desperate
opportunity to deal with issues that we have put behind us in both
the FSC and in the Byrd cases. Ambassador Portman, welcome
back. We look forward to your testimony, but first let me call on
the gentleman from New York, Mr. Rangel, for any opening state-
ment he may wish to make.

Mr. RANGEL. Thank you, Mr. Chairman. Ambassador, let me
thank you for the attempts that you have made to bring Repub-
licans and Democrats closer together as it relates to trade policy.
I think everyone on both sides of the aisle agree that that is the
way we would like our Nation to be perceived with foreigners, and
that is that, at least on the issue of trade, we have put our party
labels behind us. Now, it has been difficult, but you have to agree
that we have had some success, and the President has called for
us to attempt at least to try to work more closely together. Each
time we have a major problem where it looks like there is a par-
tisan approach, more often than not it deals with some form of
international labor standards.

Now, we all agree that globalization presents different problems
to different countries depending on the state of their laws and their
economic development. You do have, in the communications we
have, problems with the ILO standards, either in the declarations
or the conventions and the inability that you have to negotiate
standards and other people that we have not agreed to ourselves.
But I hope publicly as well as privately that you understand that
the only reason we use the international labor standards is because
they appear to be so minimum. But if what they are saying is that
we do not want forced labor, child labor, and the right of collective
bargaining, then it would seem to me that we look forward to your
good offices to see whether you can build a bridge between those
that would not want any standard and those that some might
think that the standards are too high. But based on your ability
and your skills to have been successful with so many FTAs that
have come before us and can seriously have been considered as bi-
partisan, I ask for you to continue to work on that, and if it reaches
the point that the other party feels that it does not want to work
in this area or if the administration believes that it cannot be flexi-
ble in this area, not to worry. It just saves us a lot of time. But
I think we are proving our willingness to, whenever possible, espe-
cially with trade agreements to try to have it come out as a bipar-
tisan agreement. I just congratulate you and hope we can continue
to work together.

Chairman THOMAS. I thank the gentleman. With the Ambas-
sador’s indulgence, given this special occasion, the Chair would be
a bit more flexible than our usual procedure with other members,
and without objection, the Chair plans on recognizing the Chair-
man of the Subcommittee on Trade, the gentleman from Florida;



6

and then recognizing the ranking member on the Subcommittee on
Trade, the gentleman from Maryland. Without objection, the Chair
recognizes the gentleman from Florida.

Mr. SHAW. Thank you, Mr. Chairman. I would like to add my
welcome to Ambassador Portman, and welcome you home. I hope
you feel that this is always a home. It is wonderful to have some-
body in your position that recognizes all the good we can do when
we act in a bipartisan manner with regard to matters of trade, un-
derstanding that there will be some areas that there will be par-
tisan differences. But it is for the best of this country that I think
every Democrat and Republican really is pushing forward with
their trade agenda. I want to thank you for your leadership on be-
half of the United States during recent World Trade Organization
meetings in Hong Kong. Thank you for your efforts and work of
your staff. We remain hopeful for a successful conclusion of the
Doha Round, but in the next few weeks and months, it is critical.
The United States must continue to push for the elimination of
trade barriers across the globe. I look forward to hearing your im-
pressions on where we are in the current negotiations.

I want to focus my comments for just a few moments on Russia.
Russia is moving toward joining the World Trade Organization and
is hoping to reach this goal by the year’s end. Chairman Thomas
and I met with your Russian counterparts last fall, considering the
Russians’ lack of enforcement of intellectual property rights. Con-
gress passed a resolution in the fall calling on the Russian govern-
ment to crack down on piracy and continues to urge Russia to take
the necessary steps to ensure market access without counterfeiting.
In my view, the Putin administration has not used the necessary
political capital to acknowledge the problem and take the proper
steps to shut down pirates. The United States copyright industry
estimates losses of $1.7 billion in 2004 alone as a result of this fail-
ure by the Russian Government. In fact, there is evidence that the
Russian government is harboring pirates on government property.

I recognize the friendly relationship between Moscow and Wash-
ington, which is very important; yet as Mr. Putin pushes for World
Trade Organization membership on the eve of the G-8 Summit, I
hope that you and President Bush will remain tough with the Rus-
sians in ending the piracy and counterfeit practices that have
plagued Russia. Unless Russia adopts domestic enforcement laws,
dismantles organized crime, and commits itself to the rule of law,
I think consideration of permanent normal trade relationships in
Congress will be highly controversial. American sectors are getting
a raw deal with Russia. I applaud you on your recent announce-
ments launching the U.S.—Korea Free Trade Agreement. Free trade
access to Korea, our Nation’s seventh trading partner, in goods
would be a tremendous opportunity for many United States indus-
tries. I look forward to working with you in moving a comprehen-
sive Korea Free Trade Agreement in the coming months.

Finally, Mr. Chairman, I want to touch on our role within the
World Trade Organization. The United States is a leader within
the organization. A successful Doha Round is in our National inter-
est. At the same time, our free trade agreement negotiations pro-
vide the quickest route to ending barriers to trade, and I applaud
you for the negotiations underway. In addition, I believe we need
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to be aggressive in seeking enforcement of the WTO obligations
among our trading partners. I look forward to your annual report
to Congress relating to barriers to trade, and I urge you to provide
us with specifics on the barriers to trade in each country and what
steps are available to the United States. Working with your team,
this Committee will get a clearer understanding of what our indus-
tries face and what we may be able to do in striking down unfair
barriers. I look forward to your testimony, and I look forward to
members’ questions. I yield back, Mr. Chairman.

Chairman THOMAS. I thank the gentleman. The ranking mem-
ber of the Subcommittee on Trade, the gentleman from Maryland,
Mr. Cardin.

Mr. CARDIN. Thank you very much, Mr. Chairman. Ambassador
Portman, it is a pleasure to have you before the Committee. We
ended 2005 on, I think a very positive note, with the Bahrain
agreement being approved and the method in which we used to
work out potential differences so that we could have a very strong
vote without much controversy. I want to applaud your leadership
in bringing us back together. However, we start this year with
some rather chilling news on our trade deficits: a record $726 bil-
lion trade deficit in 2005, representing nearly 6 percent of the U.S.
economy. Our deficit with China continues to skyrocket. It hit $202
billion in 2005, 25 percent higher than in 2004. Let me quote from
a person who I have the greatest respect for and agree with his
opinion when he said, “Our bilateral trade relationship with China
today lacks equity, durability, and balance.” Quoting from your
statement of yesterday, and I agree with you, Mr. Ambassador. We
cannot sustain this current bilateral relationship with China. Ac-
tion must be taken.

To pay these deficits, President Bush has accumulated more debt
to foreigners, $1.2 trillion, than all other Presidents before him
combined. In fact, foreigners have finance 90 percent of the Bush
administration’s increase in Federal debt. I mention that because
I talked to a trade attorney this morning who told me that he was
in Beijing on a private trade issue talking to a senior Chinese offi-
cial, who basically said: We don’t have to respond to your concerns
about market access. Your country can’t do anything about it. They
need us to continue to buy your dollars. So, I worry about whether
we really do have the freedom to respond the way we need to
against our trading partners because we are so dependent upon
their need to buy our bonds so that we can pay our bills. Earlier
today, Secretary Snow was here, and I posed the question to Sec-
retary Snow on the Chinese currency manipulation. I understand
that is under the portfolio of the Secretary of the Treasury. But I
do believe we all have to be concerned about the currency issue
with China, the impact it is having on U.S. competitiveness, and
I was pleased to see that in your review, that is acknowledged as
an issue that needs to be dealt with.

On the WTO negotiations, I want to compliment you for your
leadership. I think you have provided the opportunity for us to
have a successful Doha Round. You have shown courage and lead-
ership of the United States. I am extremely disappointed by the
lack of leadership of our traditional trading partners. They don’t
seem to want to take advantage of an opportunity to expand trade
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through the WTO. I look at the lack of progress in agriculture and
see Europe and see how disappointed we are that they have not re-
sponded to the offer that you put on the table. We look at what is
happening in the tariff issues, and there is no agreement to a pro-
gressive way to reduce tariffs. We look at the service industry and
we see some progress being made, but certainly not a lot of
progress, and certain areas of concern. You and I have talked about
an area that gives me great heartburn in the WTO Doha Rounds,
and that is, if the rules issues come up and weakening our anti-
dumping and countervailing duty laws, that is going to be some-
thing that is totally unacceptable, I think, to the majority of Mem-
bers of Congress.

So, I want to thank you for your leadership and just express dis-
appointment that that has not been matched by our traditional
trading partners. I agree with Mr. Rangel’s point on the free trade
agreements. I understand that we may have Oman or Peru coming
in shortly. I would urge you to continue to use the model we did
in Bahrain in working out issues that are very important, I think,
to the Members of Congress to deal with worker rights and protec-
tion. I look forward to your testimony, and I look forward to a suc-
cessful year in 2006 on the trade agenda. Thank you, Mr. Chair-
man.

Chairman THOMAS. I thank the gentleman. Any other member
may have a written statement. It will be placed in the record, with-
out objection. Mr. Ambassador, your written statement will be
made a part of the record, and the Chair fully understands that the
5-minute rule is but a fond memory. So, you will have the amount
that your conscience will allow you to have to address us, and we
are going to extend you a degree of House courtesy. But it is nice
to have you with us, Mr. Ambassador, and the floor is yours.

STATEMENT OF THE HONORABLE ROB PORTMAN, U.S. TRADE
REPRESENTATIVE

Ambassador PORTMAN. Thank you, Mr. Chairman. I never no-
ticed that kind of generosity on the 5-minute rule when I was on
the other side of the microphone, so this will be a new experience.
It is great to be here, and to be here in this newly refurbished room
but with old friends, and I thank you very much for your state-
ments, Mr. Rangel, for yours. Mr. Rangel talked about the fact that
we should try to work as Americans, not as Democrats or Repub-
licans on trade. He has made that point to me many times. That
is what we will try to do because it is so much in our National in-
terest going forward. To Mr. Shaw and Mr. Cardin, I appreciate
working with you on the Subcommittee, and with your staffs, and
I think we do have an exciting agenda ahead. I will get into that
in a second. What I thought I would do, instead of making a state-
ment or even putting a statement in the record, is go through a
PowerPoint presentation. You have this in front of you, and it is
the 2006 trade agenda. We talked in the library a moment ago
about some specific issues, and I told you I am happy to address
other issues that are not addressed here, and I look forward to
your questions and to your input.

I want to start, if I could, by just reviewing why what we are
doing is so important, just quickly recap where we have been for
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the past year working together. We have actually had a number of
accomplishments. Mr. Cardin talked about the Doha Round, as did
Mr. Shaw and Mr. Thomas. The first two points are we have made
some bold proposals there. We have reinvigorated those talks, I be-
lieve. We have still got a lot of work to do. The second major cat-
egory there would be our FTAs, the free trade agreements. We
have closed two. We have passed two with your help with seven
different countries. We have also engaged India in a new trade pol-
icy forum, deepening our relationship there, which will be very
much front and center when the President visits India in early
March. With China, we were able to work out a comprehensive tex-
tile deal after a lot of negotiation. We are working with many of
you. It is an agreement that I am happy to talk about if you have
further questions, but it has been very well received, I believe, for
the most part on our side, and it gives predictability and certainty
to our importers as well as our manufacturing industry.

Saudi Arabia is now part of the WTO. We held their feet to the
fire on some issues, and we were able to get that accomplished this
last year. The Morocco Free Trade Agreement was implemented.
We do have a number of agreements going from the EU enlarge-
ment agreement to the Russia meat agreement that we were able
to close this year, some of which had been outstanding for several
years. That is one of our objectives, to try to complete these agree-
ments that have been on the table for a while and move forward;
or if they can’t be completed, frankly, to move forward on other
higher-priority items. In the beef market, we have had some suc-
cess. I am disappointed, of course, in the recent news from Japan,
but if you look at what has happened with Korea, Hong Kong,
Thailand, Taiwan, and the Philippines recently, we are working
through this BSE issue successfully in those markets. We have got
more to do. China top-to bottom review we talked about a little in
our pre-meeting, and then, of course, working with you, we actually
extended Trade Promotion Authority, kind of a quiet vote but an
important one to give us the time until July of 2007 particularly
to work through the Doha agreement.

We have also had a number, on page 3, the next page, of suc-
cesses on the enforcement side, and I have listed some highlights
here. I have organized them along the lines of China, ag, and then
other, which kind of indicates our focus on China. We have had
some successes with China, persuading them to remove some semi-
conductor taxes which were discriminatory. As you know, we have
filed the only WTO case against China, and it was successful in the
sense we were able to work out that issue. We were prepared to
file a second WTO case against China a few weeks ago, and I
talked to Mr. McCrery about this beforehand. Some of you are very
familiar with this, who come from one of the 14 States that export
a very important paper product to China called Kraft linerboard.
But we told China we were going to file the case, and after months
of fruitless negotiations, overnight China rescinded an antidumping
order which was unfair, in our view, and we were able to get the
result we wanted without going through the protracted litigation.
It was a good result for U.S. industry, and this is a model I think
that works. I think we need to use the WTO as leverage to get real
results for our U.S. commercial interests.
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We are still working with China on a couple other issues. One
is an auto parts issue we have raised with them over the last sev-
eral months. We continue to work with them on that as well as the
various intellectual property rights challenges in China that were
discussed a moment ago. On the ag side, we did win a biotech case,
which the Chairman mentioned, against the EU at the interim
stage. Very successful for us because it relates to a huge issue for
the United States, which is sanitary and phytosanitary issues. Re-
gardless of how low tariffs get, if we cannot get our product in be-
cause bad science is used in a protectionist way, it does not help
much. So, this is a case that goes well beyond the EU and is an
important accomplishment for us. We filed a WTO case on Turkey
just last week with regard to rice, something we have worked
through with them. We were not able to resolve the issue short of
a WTO case. We feel that is the best route to take there. We also
won a number of WTO cases including one against Mexico, Japan,
Canada, and another one in Mexico on high fructose corn syrup.

Other cases, as you know, we have what is considered to be the
largest WTO case ever, which is the Airbus-Boeing case before the
WTO right now. We brought that when I came to the conclusion
that the EU was not able to negotiate in good faith on the issue
of direct launch aid, and to the extent that was not—it would be
taken off the table, we had no choice but to proceed to the WTO.
We do hope we can negotiate that case. We think it would be a case
that could be settled. But it would require the EU to make the nec-
essary decisions with regard to direct launch aid, which we strong-
ly believe is an illegal subsidy under the WTO. We also won a case
on geographical indications with regard to our products. We also
were able to win on several counts on a customs regime in the EU,
a case with regard to Egypt, and a case with regard to tele-
communications with Mexico. So, those are just some of the en-
forcement highlights of this last year. Enforcement will continue to
be a top priority. Underlying all this work, on the next page just
a chart that I do not have to go into with this group because you
all follow trade closely, just why we are doing all this. A proactive
trade agenda is in our interest, strongly in our interest. We are al-
ready the most open large economy in the world. It is going to be
in our interest to knock down barriers to our goods and services.
It is critical to our economy. Trade liberalization raises produc-
tivity, raises wages, expands consumer choice and our purchasing
power.

When you go sector by sector with regard to manufacturing, we
are the largest exporter of manufactured products in the world. We
can’t forget that. Our exports actually have increased 82 percent
since the end of the Uruguay round. One in every five jobs in man-
ufacturing is supported by exports. With regard to the kinds of jobs
they support, they pay an average of 13 to 18 percent more. So, re-
ducing trade barriers helps spur the creation of higher-paying jobs
in this country. Agriculture, one in three acres are planted for ex-
port, 27 percent of income. Absolutely critical to our ag economy
Services, of course, we had another great year, record surpluses in
services. Here we have a comparative advantage. Our surplus this
year went from $48 to $56 billion, very important for us to have
access through our services. The trade agenda for 2006, we have
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an ambitious agenda, a proactive one. I divided it into three cat-
egories: one is the global trade talks that were talked about; second
is bilateral and regional agreements; and third would be enforcing
our trade laws and strengthening our agreements.

With regard to the global trade talks, there has already been
some discussion about this. Progress in Hong Kong may be a mis-
nomer, as the Chairman says. We did not make all the progress
that we had hoped for. On the other hand, the round continued and
we did make incremental progress in a number of key areas, as |
talked about a moment ago. The timing, just to remind us, the plan
is to finish by the end of this year. That is the stated goal, not just
for the United States but the WTO membership, in part because
our Trade Promotion Authority, its expiration date is in July and
the agreement would have to come to you in the spring of 2007.
There are three negotiating areas, as you know, under the Doha
Round: one is manufacturing; another is services; and third is agri-
culture. On manufacturing, we just talked a moment ago about
how important it is for us. We are seeking—the U.S. proposal is
real cuts. That means applied cuts, not in just what the bound or
allowed rate is, but what the real rate is, the applied rate. We are
also focused on key sectors. We think we can make more progress
with a sectoral approach. We have some history to support that.
Also nontariff barriers, extremely important to us, including the
auto industry.

The next chart just shows you in a visual form why it is so im-
portant for us to reduce these barriers overseas. Our average man-
ufacturing tariff in this country is 3 percent, and you can see on
that chart the average among all WT'O members is closer to 30 per-
cent with regard to manufactured goods, 40 percent for all goods.
So, we are, again, a relatively open, low-tariff country. Exports are
key to us, and reducing those barriers is critical through the Doha
multilateral process. Second is services. Here again we have had a
nice surplus in 2004 and 2005. Our exports have increased dra-
matically, nearly doubled over the past 11 years. In Hong Kong, we
were able to come up with a framework for services. One of the
frustrations had been we had a framework for agriculture, a frame-
work for manufactured products. But for services, because it
doesn’t relate to tariffs but, rather, to regulations and other non-
tariff barriers, it was harder to come up with that formula. We
think we have one that can work now. It is not just a bilateral
process but what is called a plurilateral process, meaning working
with those countries that have a common interest and working on
particular sectors of services, say financial services or express de-
livery or telecommunications.

So, we think we have a model that can work to open up some
markets for us. We are pushing very hard on that. By the end of
this month we are looking for revised offers from our trading part-
ners on services. The next chart talks about why this is beneficial
to us. Again, we have one of the most open service regimes in the
world. We do have some challenges here. One is so-called Mode 4
or temporary visits, temporary business entry, and we are getting
some pressure on that. But the bottom line is services is incredibly
important to our economy. There is an estimate out there that the
median U.S. family of four annual income could increase by as
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much as $6,800 per year—$6,800 per year—if we had full liberal-
ization of services because it is so key to our economy, and we have
such a comparative advantage there. The third pillar is agriculture,
and within agriculture there are three pillars. One is market ac-
cess, lowering tariffs. The framework that we have agreed to calls
for substantial improvement in market access. That is what we are
looking for, as the Chairman said. We have not received offers that
are commensurate with our offer on trade-distorting subsidies. We
need to see that to move this round forward. Importantly, so do a
lot (ifl other members of the WTO, including many in the developing
world.

Second is eliminating export subsidies. There we did make some
progress in Hong Kong. We came up with a date for the total elimi-
nation of export subsidies. You will see in a minute why that is so
important to our farmers. Third is reducing trade-distorting agri-
culture support. There we made a commitment in 2004 that we
would, as WTO members, reduce trade-distorting support. The
United States has stepped up to the plate and put on the table the
most ambitious proposal out there on all three of these pillars, but
significantly being willing to put our trade-distorting support on
the table in exchange for getting the market access commitments
that we need and also moving ahead on manufacturing tariffs and
on services. We would not have a chance to improve this multilat-
eral approach on agriculture had Hong Kong not moved forward.
Now we have a chance to do it, as tough as it will be. The next
page is some interesting charts on all three pillars, just to show
you again why it is so key to us. Market access, average tariff in
the U.S. is the red bar on the left, 12 percent. If you look at the
global average on the far right, 62 percent. The highest tariffs in
the world are on agricultural products, as are most of the trade-
distorting subsidies. So, it is an area where there is significant
room for improvement, and it will help with regard to our farmers
who have the ability to export our product when they have a level
playingfield.

The second pillar is down at the bottom left, direct export sub-
sidies. Again, you see there we have made a commitment now not
just to eliminate them but come up with a date certain, 2013, with
significant progress by the midterm there; 89 percent of those sub-
sidies are used now by the European Union. Therefore, our farmers
are unfairly competing with the European Union with regard to
our exports currently. The third area is domestic support. Here you
see two bars. One is the gold bar, which is what 1s permitted or
allowed under the WTO. That would be the bound rate. The yellow
is what is actually used, which is the current so-called AMS or
amber box levels. If you look at that chart, you will see that the
Europeans have the ability to use, as an example, four and a half
times more than we do. They actually use about three times more
than we do in terms of domestic support. The same with Japan, by
the way, as a percentage of their agricultural production. It is
about three times what the U.S. is. So, this is an issue where we
need to see two things: one, yes, a reduction of our trade-distorting
support, but also harmonization, where others come down more
than we come down, to equalize this to a certain extent to four and
a half to one. It needs to be more equalized.
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The next chart shows you why we are under pressure at the
WTO on trade-distorting subsidies. You know, frankly what has
happened since the end of the Uruguay round, as we have seen, re-
ductions in trade-distorting support among our other developed
country partners. The black line is the EU limit. The black bars is
where the EU is. The red line is the Japanese limit. The red bars
is where they are. Likewise, the yellow line is where we are al-
lowed to be, and the yellow is where we are. You will see that the
Europeans and the Japanese have actually reduced their trade-dis-
torting support significantly—not below our level yet, but signifi-
cantly; whereas, we have gone up a little and now have sort of lev-
eled off. So, this is why the U.S. has been under particular pres-
sure with regard to this issue of trade-distorting support. Just so
you understand the context within which we are negotiating in the
WTO. Another big WTO issue is accessions. Chairman Shaw talked
a little about Russia, some concerns he has on IPR. We have got
four major accessions coming up that will go before you, because
they all involved Jackson-Vanik and, therefore, a vote on PNTR,
permanent normal trade relations.

If you recall the PNTR vote on China, these can be tough votes.
We have Vietnam coming up, Ukraine, Russia, and Kazakhstan.
We are close with regard to the Ukraine. I hope we are close with
regard to Russia, taking into account what Mr. Shaw said. With
Vietnam and Kazakhstan, we are also making progress. I would
love to have all four of these come before the Congress to move
them forward even this year. That may be ambitious, but I think
it is in our interest to get these countries into the rules-based WTO
system. There are also another 26 applicants looking for member-
ship in the WTO. We have worked with a number of them—I men-
tioned Saudi Arabia earlier—and we will continue to do so. GSP—
I wanted to throw in General System of Preferences as part of our
global discussion because it expires at the end of this year. The
President has put a 5-year reauthorization in his budget. This is
a program that does expand choices, as I say, of American industry
and consumers. It was $26.7 billion last year in imports. Our total
exports, as an example, would be about $1.2 trillion. So, it is not
a large percentage as compared to our imports or exports. But it
is a very significant program for the developing world, and it is one
I am really looking forward to working with members of this Com-
mittee on. I think we will have some opportunities with GSP re-
form to look at some new ways of doing business.

With regard to our free trade agreements, I wanted to show you
all, you know, the obvious benefits we get from our free trade part-
ners in a chart form. I came up with this chart today. I hope it is
helpful to you. It talks about the fact that our free trade agreement
partners now account for 15 percent of the GDP of the world. That
is because we don’t include the EU or China or Japan or India in
our FTAs, which are the big economies, but 54 percent now of our
exports. It is an interesting chart. It just goes to show, as many
of you have said at the outset here, this is definitely in our interest
to develop not just a multilateral approach, which is ultimately,
you know, the best way to get a universal reduction of tariffs and
reducing other trade barriers, but our FTAs are very effective on
a bilateral and regional basis to get these barriers down and in-
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crease our exports which is great for our economy. Once CAFTA-
DR, Bahrain, Oman, and Peru are implemented, we would have
ten free trade agreements, seven of which were completed in the
last 5 years. The next chart talks more specifically about our ex-
ports. A simple point here, our exports are rising twice as fast
among our FTA partners as they are among the world in general.

Where are we on our negotiations? Oman is up on the Hill. I be-
lieve the Committee on Ways and Means will be moving forward
with some sort of a hearing soon. Mr. Chairman, I know you are
working on that. Peru, we have notified you of our intent to sign,
meaning it is up here for the 90-day period. We are more than half-
way through that now, I believe. I think you have the opportunity
late spring to take up the Peru agreement. We are working for
completion of a few more in 2006. Panama—some of you expressed
some concern to me before this meeting about Panama, why we
have not moved more quickly. I would be happy to talk about that
in questions, but the bottom line is we are very close. We still have
some concerns from early in the agriculture area. Thailand, Colom-
bia, and the United Arab Emirates. Colombia, of course, we would
hope to partner with Peru and, for that matter, Ecuador for an An-
dean trade pact, but in any case, we are moving forward with those
countries that are prepared to move, and Peru we have already
closed on.

New agreements. As you may know, because some of you were
involved in it, we did launch free trade discussions with Korea. We
are very interested in continuing to launch free trade agreements
with countries like Korea, where we have a strong commercial in-
terest and where we see the ability of that country to make some
important reforms so that you can see a successful conclusion of
the round. We believe that was true with Korea. We spent several
months working with Korea even before we launched. We also
launched up here on the Hill, incidentally, the first we have ever
launched a trade agreement on the Hill, I am told, and did it in
a bipartisan way with a lot of support from members of this Com-
mittee on both sides of the aisle and Senator Baucus and others
present. I appreciate that very much. We will work closely with you
as we negotiate this agreement so we can end up with a great
agreement.

We are continuing to work on the Southern African Customs
Union, SACU. I am happy to talk more about that, if you would
like. The AGOA benefits are very helpful to all these countries. On
the other hand, they may make it less advantageous to move to a
free trade agreement, but we are working on that and continue to.
The same with FTAA and Ecuador I talked about earlier. On
Korea, I will not get into a lot of detail here with this chart so we
can keep moving, except to say Korea is now the tenth largest
economy in the world and growing and our seventh largest trading
partner. There is a huge commercial interest here on behalf of our
services industry, agriculture and industrial goods. They are ex-
cited about this. I know many of you are. Again, we look forward
to working very closely with you to be sure this is an agreement
that you can support when it comes before you. There are other po-
tential agreements we would like to complete. Even this year, we
would like to be able to launch with Malaysia. We are not quite
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there yet because, again, we are working through some issues with
Malaysia to be able to launch an agreement. But again, our tenth
largest trading partner, a big economy in a strategic part of the
world—Asia. So, I am hopeful we can make progress on Malaysia.
I know many of you have been involved in encouraging me to move
on Malaysia, and I agree with you there is a great potential there.

Egypt is another possibility. We have some challenges right now
with Egypt we are working through, but, again, we think it is in
our long-term interest to have deepening trade relationships with
the largest Arab country. A third area I want to touch on in enforc-
ing trade laws and strengthening trade agreements. We talked
about this a little at the outset in terms of last year, what we were
able to accomplish. Let me just go through, if I could quickly, what
some of our approaches are on the enforcement side. First is bilat-
eral consultations. We tried to solve problems bilaterally. Often
that achieves the best outcome. I will give you a couple of examples
on that. We reached an agreement with the EU recently on com-
pensation for tariffs that were raised when the new members came
in, when the ten new members came in, the enlargement agree-
ment. We were able to work that out bilaterally to our satisfaction
and to the interests of our commercial interests among our export-
ers to Europe. We also were able to recover a lot of the beef mar-
kets, as I said, through bilateral and technical conversations and
negotiations with a number of countries I mentioned earlier.

The WTO round also gives us some opportunity. Again, it covers
all sectors, all areas. It is universal, so it has certain advantages.
It enables us also to negotiate new disciplines. We are doing that
in the context of the Doha Round. Accessions. As we are doing now
with all the accessions I talked about earlier, we are able to get
commitments and concessions from these countries and gain addi-
tional tools. One example there could be the China safeguards. We
would not have had the ability to reach the agreement with China
or to have had the safeguard imposed had we not worked that out
as a part of their WTO accession. Enforcing existing agreements,
of course, is another area for us under the WTO where we are ac-
tively involved. I will give you three examples: the TRIPS agree-
ment handled intellectual property; GPA, which is Government
Procurement Agreement; and also SPS, sanitary and phytosanitary
agreements under the WTO. We use that as leverage to get move-
ment from our trading partners. The FTA negotiations. We have
talked about the FTAs. It is a great place to get commitments and
put new rules in place, and we did that aggressively with the FTAs
last year.

Antidumping and CVDs. Since President Bush has taken office,
the United States has imposed $104 new antidumping orders, 28
of them against China, by the way, which is by far the most
against any country. Also 20 new final countervailing duty orders.
So, we continue—that is the Commerce Department, not USTR.
Commerce administers antidumping and countervailing duties, but
that is another place where we enforce our domestic trade laws and
do so in a way that ensures that we have fair imports coming in.
WTO dispute cases. Let me go over a few of those, if I could. We
talked about Airbus earlier. We talked about EC biotech. The ini-
tial assessment there is very positive, as I said. Other recent suc-
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cesses, I mentioned Kraft linerboard. We were prepared to file a
WTO case a few weeks ago. Literally overnight China changed its
opinion with regard to an antidumping order they had put on our
product unfairly, rescinded the order. We were able to get a great
result for the U.S. industry. Mexico telecommunications, another
great success for us. Japan apples. High fructose corn syrup, we
are still working through that one in terms of the compliance part
of it, but we have won at the panel stage in August of last year.
It is now under appeal by Mexico, and we expect Mexico to elimi-
nate its beverage tax.

I talked about EU geographical indications earlier and Korea
semiconductors. There the appellate body reversed a panel finding
that the U.S. subsidy did not follow WTO rules, so that was a vic-
tory for us in a couple of ways, including upholding a core element
of our trade remedy laws. Yesterday, as I said, in our pre-meeting,
we announced the results of the top to bottom review, recognizing
that our trading relationship has moved into a new phase with
China, and we laid out plans for moving ahead. The China textile
safeguards we worked with a number of you on, we signed this
agreement last fall. It establishes quotas on imports of 34 textile
and apparel categories through 2008. That is about 46 percent of
the trade that was previously subject to a quota before the end of
last year. The broad product coverage and three-year term of this
agreement will permit our producers, importers, and exporters
from China to operate in a more stable and predictable environ-
ment. The China Transparency Initiative, some of you have been
involved with. This is under the WTO TRIPS agreement. It is a
way for us to get more information regarding IP rights. This is the
so-called Article 63.3 invocation. I appreciate many of you working
with us on this. What I am particularly pleased about is the fact
that we got Japan and Switzerland to work with us in this case.
They have filed it with us and they are sticking with us and I ap-
plaud them for that. It would have been nice to have had addi-
tional trading partners, too, but the China IP challenge is not one
exclusively faced by the United States. It is faced by all of us who
do trade and business in China and faced by Chinese entre-
preneurs, innovators, and businesses, as well.

China JCCT, this is our annual meeting with the Chinese where
we have made progress in the past. We have another one coming
up in April. We did make some progress last year. Through the
JCCTR, customs officials and Chinese customs officials have
worked together to crack down on some of the piracy, particularly
with regard to the customs side, the exports of pirated items. China
also did agree to delay its procurement regulations, but they do
maintain problematic auto parts and direct sales rules that I men-
tioned earlier and we still believe that it would be very much in
our interest and China’s interest to have them accede to the gov-
ernment procurement agreement. We are pushing hard on that. We
will continue to push hard in our April meeting with JCCT on a
whole range of issues with China, many of which are mentioned in
the top to bottom review. The next page, intellectual property, we
have got a number of initiatives here, some of which have been
worked out over the years with Congress. The STOP! Initiative is
a couple of years old now. It coordinates our international outreach
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effort with key trading partners. It has now been extended to other
international fora, including the E.U.-U.S. summit and the APEC
summit in Asia.

Special 301, we use aggressively, as you know, with regard to
putting countries on an either Priority Foreign Country List, which
would be the countries that have the worst results, and these can
result in sanctions; the Priority Watch List, also very serious; and
the Watch List. Example, when we put Ukraine on the Priority
Watch List, we were able, having actually designated them as a
Priority Foreign Country, to get a change in their laws regarding
intellectual property. They enacted a law to curb illegal CD produc-
tion in August of last year. We were able then to terminate sanc-
tions we had imposed against Ukraine. So, we used this as lever-
age. We used it in Pakistan to shut down illegal CD plants after
designating them as a Priority Watch List country. Finally, FTA
implementation. Once an agreement is signed, USTR monitors and
ensures that our trade partners rewrite legislation that they have
committed to do, including on SPS, intellectual property, and so on,
make sure it is done in the right way, and we follow through on
agreements. For example, we have done this in Singapore, Morocco,
Australia. The reason our CAFTA partners have not implemented
the agreement is that we are following through on the commit-
ments they made to you and I made to you and we will continue
to do that.

To summarize, again in 2006, we have got a lot on our plate, a
lot of opportunities, a lot of challenges. We look forward to working
closely with you on that. We hope to conclude these global trade
talks this year, a once in a generation opportunity to reduce bar-
riers to trade. We hope to continue to pursue these high-standard
bilateral and regional agreements to provide new market access for
our workers and our farmers, our businesses, and we will vigor-
ously enforce trade laws and agreements to ensure a more level
playingfield. Again, thank you, Mr. Chairman, for allowing me to
go over my allotted time a little bit, but I thought it was important
to walk through the various items on what is a very ambitious and
proactive agenda and I look forward to questions.

[The prepared statement of Ambassador Portman follows:]
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Recent Milestones

Moved WTO Doha Round Forward
with Bold U.S. Proposals

Reached agreements at WTO Hong
Kong Ministerial to Double Aid-for-
Trade and End Export Subsidies by
2013

Closed free trade negotiations with
Oman and Peru, notified
agreements to Congress

Passed CAFTA-DR

Passed Bahrain Free Trade
Agreement

Launched U.S. India Trade Policy
Forum

Completed Comprehensive Textile
Agreement with China

Completed Saudi Arabia accession
negotiations alfowing WTO
Membership

Completed implementation of
Morocco Free Trade Agreement

Negotiated EU Enlargement
Compensation Agreement

Completed Multi-Chip Packages
(MCP) Agreement

Completed Wine Agreement with EU

Reopened to U.S. Beef Markets in
Korea, Hong Kong, Thailand, Taiwan
and the Philippines

Completed meat trade agreement
with Russia
