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Message from the Chamber

The United States faces a choice—to reach out and seize
the benefits of international engagement, or retreat into
isolationism. This choice is central to the competitiveness
of the U.S. economy and the hopes of hardworking
citizens pursuing the American Dream.

America has the most open economy and society in the
world. Polls show many citizens are now questioning
this openness, wondering whether the unfettered flow
of goods, capital, and people helps or hurts the average
family. While some are hurt and should be helped,

the facts will show that the overwhelming majority

of Americans derive great benefits from international
engagement.

Total trade is now equivalent to more than a quarter of the
nation’s gross domestic product. One in five factory jobs
depends on exports, and one in three acres on American
farms is planted for hungry consumers overseas. Ninety-
seven percent of America’s exporters are small businesses,
not large, multinational corporations.

Imports help Americans too. They keep inflation low
and expand the array of choices available for American
families. Tariff reductions in the 1990s increased the
typical family’s purchasing power by as much as $2,000.

Foreign companies have long invested in the U.S.
marketplace because our markets are safe and profitable.

Foreign companies directly employ more than five million
Americans and millions more indirectly.

U.S. investment overseas benefits Americans as well.
While making 70% of their investments here in the
United States, American businesses also invest abroad.
Overseas affiliates of U.S. companies have racked up
annual sales of more than $4 trillion in recent years.
Above and beyond exports, these sales generate profits
and create jobs back home.

The benefits of international engagement extend far
beyond the exchange of trade and capital. Global
engagement has also improved the state of the world,
promoting peaceful exchange and lifting hundreds of
millions of people out of poverty through more open
markets and trade-generated growth.

Despite these facts, international engagement is under
attack. It is important to understand why, to respond to
such attacks, and to enact the positive reforms Americans
need to win and prosper in the worldwide economy.

Without question, the competitive environment facing
our workers and businesses is challenging. Many nations
have followed our lead in reforming their economies,
opening their markets, and investing in training and
technology. Now they are competing with us for
customers, capital, resources, and jobs—not only around

the world but right here in our country.
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In the face of this tough competition, we can choose to

blame our competitors and attribute our own problems
to the faults of others. We can retreat from the world and
close our markets and borders in an effort to shield our
workers and industries.

Or we can choose to remake ourselves and provide our
people and businesses with the skills and tools they need
to succeed. We can heed the lessons of history which
suggest that no nation has ever remained prosperous by
walling itself off. We can do a better job ensuring that the
opportunities of global commerce are extended to all.

The U.S. Chamber of Commerce is dedicated to ensuring
that Americans make the right choice. Our aim in this

Thomas J. Donohue
President and CEO
U.S. Chamber of Commerce

publication is to make the case for the United States
to reach out and seize the benefits of international
engagement for all of America’s workers, farmers, and
companies.

We invite you to consider the facts, reflect on what’s at
stake, and join us in a vigorous effort to knock down
market barriers abroad, stay engaged in the world, and
remove the impediments that make it harder for
Americans to compete in the worldwide economy.

The path to success lies in openness and engagement, not
in retreat and isolationism.

o K~

Myron Brilliant

Senior Vice President,
International Affairs

U.S. Chamber of Commerce



Summary of Recommendations

Level the Playing Field for Trade Renew Trade Negotiating Authority

¢ In a world where foreign barriers to U.S. e Trade negotiating authority is an indispensable
exports remain significant, the United States tool for advancing U.S. economic and foreign
must pursue additional trade agreements policy interests, and no president should be
to ensure a level playing field for American without it.
workers, farmers, and businesses. e This authority should be structured to

e Near-term priorities include Congressional ensure that Congress plays an active role in
approval of the pending trade accords with establishing negotiating objectives, and the
Colombia, Panama, and South Korea and executive branch must engage in meaningful
conclusion of the global Doha Development consultations with Congress.

Agenda negotiations.

e The bipartisan trade deal reached on May 10,
2007, should be leveraged to ensure that trade
agreements appropriately address concerns
relating to labor and the environment.

Enforce Trade Agreements Foster Development through Trade and Aid

e U.S. officials should place a high priority on e Congress should fund the international af-
enforcing trade agreements, and they should fairs budget at a robust level to ensure that the
not hesitate to challenge clear violations of trade federal government can meet today’s diplomatic,
agreements by foreign governments as the trade humanitarian, and economic challenges.
rules and available evidence allow. * As a critical part of U.S. development assistance,

e The United States must live up to its own obli- trade capacity building programs should be
gations under the World Trade Organization and funded at a significant level to help U.S. workers
other agreements because the benefits of our and companies tap the full benefits of interna-
compliance far outweigh the costs. tional business opportunities.

e U.S. trade remedy law is an important tool e While reciprocal trade agreements offer greater
to address unfair trade, but the rising use of benefits for U.S. workers, elected officials should
antidumping and countervailing duties by our work to enhance the benefits of unilateral trade
major trading partners means that excessive preference programs through program reform.
reliance on these tools could impose real costs
on U.S. business.




Help Small Business to Export

e The United States should double expenditures
on export promotion to expand the universe of
companies that benefit from international trade.

e U.S. export promotion programs should center
on America’s small and medium-sized busi-
nesses, which account for the vast majority of all
exporters.

e The capabilities of the Export-Import Bank to
help small businesses export should be en-
hanced, especially in light of the financial crisis.

Protect Intellectual Property

e [P must be a priority for senior officials in the

U.S. Administration and for members of Con-
gress, and federal agencies should receive the
resources and authority they need to promote IP
worldwide.

e U.S. officials must adopt a forward-leaning
agenda to defend IP and innovation in multi-
lateral and regional forums and act decisively
against governments that undermine IP, e.g., by
issuing compulsory licenses.

e Governments must work together to raise stan-
dards for the protection of IP in the Anti-Coun-
terfeiting and Trade Agreement and by enforc-
ing IP provisions in U.S. trade agreements.

Assist Displaced Workers

e Federal training programs offered to displaced
workers under Trade Adjustment Assistance
should not be conditioned on trade being iden-
tified as the cause of job loss.

e Displaced workers and their families should be
given greater flexibility to purchase health care
plans that fit their needs rather than those im-
posed by a one-size-fits-all state mandate.

® Federal programs must be coordinated closely
with the business community to match assistance
and training with the needs of employers and
to leverage the extensive investments in training
already being made by business.

Welcome Investment from Abroad

e U.S. officials’ reviews of foreign investments

should focus on tangible national security is-
sues as laid out in U.S. law, thus safeguarding
America’s longstanding “open door” policy on
international investment.

® The United States should encourage foreign
governments to devise procedures to conduct
national security reviews of foreign investments
in a similarly focused, transparent, and
effective manner.




Summary of Recommendations

Secure U.S. Investment Overseas

® The United States should vigorously defend the
rule of law, sanctity of contracts, and respect for
property rights as central to our international
investment policy.

e The principle of national treatment should
remain at the heart of U.S. investment protec-
tion instruments, including bilateral investment
treaties (BITs).

® The United States should negotiate high-
standard BITs with more countries around the
world, in particular the large emerging markets
that are playing a growing role in global eco-
nomic growth.

Advance Trade Facilitation

® The successful efforts within the Asia-Pacific
Economic Cooperation forum to advance trade
facilitation should continue and serve as a model
for other world regions, such as Latin America,
the Caribbean, and Central Asia, where trade
transaction costs are relatively high.

® The nearly completed trade facilitation agree-
ment in the Doha negotiations should be
secured in a swift conclusion of the round or
harvested in its own right.

e Governments should be encouraged to ratify
and implement the World Customs Organiza-
tion’s revised Kyoto Convention as a tool to
simplify and harmonize customs procedures.

Promote Global Regulatory Cooperation

e U.S. international economic policymakers
should devise a strategy to fight “behind the
border” barriers to trade and investment that
arise from countries’ divergent approaches to
regulation, standards, and competition policy.

e U.S. officials should prevent regulatory
differences from creating unwarranted barriers
to trade and investment through permanent
“dialogues” with their

¢ Foreign governments should be encouraged to
employ cost/benefit analysis as a regular part of
their regulatory processes.

Oppose Unilateral Economic Sanctions

The United States should eschew the use of

unilateral economic sanctions, which have
proven to be ineftfective in advancing U.S.
foreign policy goals.

e A good place to start would be to lift the five-
decade old embargo on Cuba, which has failed
to bring democracy to the island and arguably
helps prop up the regime.

e Even more pernicious are sanctions with

extraterritorial reach, which undermine

multilateral approaches to global security
challenges and open the United States

to countersanctions.




Adopt Talent-Oriented Immigration Policies

® Because so many advanced degrees awarded by
U.S. universities go to foreign nationals, com-
panies need the federal government to adopt a
talent-oriented immigration policy to shore up
their competitiveness.

Current limits for H-1B visas and employment-
based “green cards” should be significantly
raised or reformulated to fluctuate with market
demand, and processing delays should

be addressed.

Modernize Export Controls

e The Commerce and State Departments should

continue to implement the export control
reforms mandated by the January 2008
presidential directives.

In addition to procedural reforms, officials
should adopt new caseload management tech-
niques to streamline licensing, particularly to
support defense and security collaboration with
our allies.

The Senate should approve the recently con-
cluded defense trade treaties with the United
Kingdom and Australia early in 2009.




The Case for International Engagement

America cannot have a growing economy or lift the
wages and incomes of our citizens unless we continue
to reach beyond our borders and sell products, produce,
and services to the 95% of the world’s population that
lives outside the United States.

Trade sustains millions of American jobs. Approximately
57 million American workers are employed by firms
that engage in international trade, according to the U.S.
Department of the Treasury. That’s about 40% of the
private sector workforce.

One in five factory jobs depends on exports, and one

in three acres on American farms is planted for hungry
consumers overseas. We don’t always notice the fact
that millions of jobs depend on exports, but we certainly
would if those jobs disappeared.

In 2007, our exports to the world totaled $1.6 trillion, a
69% increase in 10 years. In the first half of 2008, exports
have continued to expand with double-digit growth.
About 60% of all exports are from our highly productive

and efficient manufacturing sector. The United States
exports about $200 billion in high-technology products
and $500 billion in services. In 2008, U.S. agricultural
exports are expected to top $100 billion for the first time
in history.

Recently, trade has been a bulwark for the U.S. economy
as it has slowed and headed into recession. Over the past
year and a half] exports generated nearly all U.S. eco-
nomic growth.

The importance of trade is perhaps clearest among
America’s small businesses, which represent 97% of all
U.S. exporters. These small and mid-sized firms generate
nearly one-third of all U.S. merchandise exports. While
large companies still account for a majority of American
exports, smaller companies nonetheless play a critical sup-
porting role in trade.

In fact, the future for entrepreneurs in the trading arena
is phenomenal. With advances in high-speed Internet
technology and logistics services, small businesses now

America’s Top 10 Trading Partners (Goods)

Country

Percent of
Total Trade

Total Trade

(billions of $)

Total, all countries 3.117.0 100%
1 Canada 562.0 18.0%
2 China 386.7 12.4%
3 Mexico 3473 11.1%
4 Japan 208.1 6.7%
5 Germany 144.0 4.6%
6 United Kingdom 107.2 3.4%
7 South Korea 82.3 2.6%
8 France 69.0 2.2%
9 Taiwan 64.7 2.1%
10 Netherlands 514 1.6%

*Exports plus imports. Source: Census, U.S. Department of Commerce (2007).



Imports Increase Purchasing Power for Americans

Reduction in
Trade Barriers

Equivalent Tax Cut Per Year

NAFTA and the
Uruguay Round

Further Reduction of
Tariffs by One-third

Source: The White House and USTR

have extraordinary opportunities to reach foreign cus-
tomers. The appetite for U.S. products and services
stretches around the globe.

Due in large part to the success of the North American
Free Trade Agreement (NAFTA), Canada and Mexico are
our number one and number two export markets, buying
more than a billion dollars in U.S. goods and services
every day. They are followed by China, Japan, the United
Kingdom, Germany, the Netherlands, South Korea, Sin-
gapore, and France.

States that are home to the nation’s key seaports—in-
cluding California, Texas, Florida, New York, and New
Jersey—support millions of workers through transporta-
tion, logistics, and other services related to the processing
of international commerce.

Even states that have been buffeted by economic difficul-
ties can point to major compensating benefits through
their involvement in trade. For instance, Michigan’s ap-
proximately 600,000 manufacturing workers are direct
beneficiaries of NAFTA. Canada and Mexico purchased
$31 billion in Michigan exports in 2007, 70% of the
state’s total.

Do the math for the United States as a whole, and
NAFTA’s benefits are clear. About 14 million Americans
are employed in manufacturing. These workers produced

$870 billion worth of exports in 2007. Canadians and
Mexicans purchased $330 billion of U.S. manufactured
goods in 2007.

In short, the NAFTA market brings export revenue of
$24,000 for every American factory worker. Compare
this to the salary of the average U.S. manufacturing
worker—about $37,000. Manufacturers simply couldn’t
make their payrolls without their booming sales to the
markets right next door.




All these benefits underscore the value in knocking down
unfair trade barriers in other countries through free trade
agreements, vigorous enforcement of trade rules, and
opening foreign markets through international accords
negotiated under the World Trade Organization (WTO).

Imports help Americans too. Open markets, rapid
economic growth, and a massive consumer economy
help explain why imports have grown from $870 billion
in 1997 to more than $1.95 trillion in 2007, a 125%
increase.

Looking at the broad array of U.S. imports, the influx
of affordable consumer goods, textile products, and cars
has hurt some workers and communities. Those affected
should be given the assistance and training they need to
succeed in new careers. Yet, overall, our nation’s ap-
petite for imports has improved the performance of our
economy and has greatly benefited American families by
boosting choice, quality, and purchasing power.

For example, NAFTA and the Uruguay Round, which
lowered barriers and tariffs regionally and around the
globe, produced $1,300 to $2,000 in increased buying
power for the typical family each year (i.e., through lower
prices). Further reducing global tariffs by one-third
would mean an additional $2,500 a year in savings for
the typical American family of four.
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Imports also directly support millions of American work-

ers in shipping, port operations, logistics, transportation,
wholesaling, and retailing and marketing.

Our energy needs alone make a compelling case for the
nation’s continued engagement around the world and
our support for a smoothly functioning international
trade marketplace. About two-thirds of all the crude oil
America needs to run its cars, businesses, and homes is
imported, as is much of the uranium needed to run and
expand our nuclear power plants.

The interdependence of the world economy is plain to
see in international markets for energy, food, and many
other products. This interdependence has brought sub-
stantial benefits for Americans, and the best way to ensure
these benefits continue is by keeping international trade
and investment open and secure.

Americans must understand that our country receives
tremendous benefits from international trade. Those
who propose punitive tariffs and other measures—even
when seeking to protect a domestic industry or punish a
trading partner for not playing by the rules—are, in ef-
fect, proposing a tax increase on Americans. And they are
overlooking the potential for trade retaliation abroad—
retaliation that could cost millions of their fellow Ameri-
cans their livelihoods and jobs.
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The International Business Agenda

As we've argued, there is a compelling case for the United States to press ahead with

a robust international business agenda centering on opening foreign markets and

securing the benefits of international engagement. The U.S. Chamber has identified a

number of priority items for this agenda. Above all, this international business agenda

must focus on honing the global competitiveness of America’s workers and companies.

Level the Playing Field for Trade

While the United States receives substantial benefits

from trade, there is more than a grain of truth in the
observation that the international playing field is unfairly
tilted against American workers. The U.S. market is
largely open to imports from around the world, but other
countries continue to levy steep tariffs on U.S. exports,
and foreign governments have erected other kinds of
barriers against U.S. goods and services.

Americans rightly sense that this status quo is unfair to
U.S. workers, farmers, and businesses. The average tariff
applied to U.S. manufactured goods arriving in overseas
markets is 7.5%, and the figure for U.S. agricultural
exports is 17%. These numbers often range much higher,
particularly in emerging markets. No one wants to go
into a basketball game down by a dozen points from the
tip-off—but that’s exactly what American exporters do
every day. These barriers are particularly burdensome for
America’s small and medium-sized companies.

The U.S. Chamber believes that American workers,
farmers, and companies must be allowed to operate

on a level playing field when it comes to trade. Trade
agreements should treat American manufacturers, service
providers, farmers and ranchers the same as their foreign
competitors. Indeed, America’s elected leaders have a
duty to look out for the trading interests of American
citizens at least as carefully as those of our friends and
allies overseas.

12

The good news is that America’s trade agreements do

a spectacular job creating a level playing field—and
tremendous commercial gains are the proof in the
pudding. In recent years, 40% of U.S. exports went to the
14 countries with which the United States has free trade
agreements (FTAs) even though they represent just 7.5%
of global GDP. By tearing down foreign barriers to U.S.
products, these agreements have a proven ability to make
big markets even out of small economies.

In the past decade, the United States has negotiated new
FTAs with 14 countries around the globe: Australia,
Bahrain, Chile, Costa Rica, the Dominican Republic,

El Salvador, Guatemala, Honduras, Jordan, Morocco,
Nicaragua, Oman, Peru, and Singapore (those with Costa
Rica, Oman and Peru have not yet entered into force).
Agreements with Israel, Canada, and Mexico have been
in force for more than 15 years.

These agreements give U.S. business unprecedented
access to growing markets with more than 150 million
consumers. Because these trade deals eliminate tariffs

and other barriers to U.S. exports, it’s no surprise that
American exports to these countries have been growing
roughly twice as rapidly as our exports to other countries.

For those worried about the U.S. trade deficit, trade
agreements are clearly the solution—not the problem.
The United States is now running trade surpluses with



Without the With the

U.S.-Colombia Trade Products U.S.-Colombia Trade
Promotion Agreement Promotion Agreement
We Pay They Pay We Pay They Pay
35% 2.5% Automobiles 0% 0%
20% 0% Furniture 0% 0%
5-15% 0-3.9% Audiovisual products (film and DVDs) 0% 0%
5-15% 0% Mineral Fuels and Coal 0% 0%
10% 0% Cotton 0% 0%

Metal Products

5-15% 0-3.9% . . 0% 0%
(copper, zing, gold, silver)

5-21% 0-1.9% Cereals (oats, corn, soybeans) 0% 0%

10% 0% Computers and related products 0% 0%

Source: Colombian tariff schedules.

nine of the ten countries with which it has entered into
FTAs since 2004. The United States had trade deficits
with six of these nine countries just a few years ago.
R Chamber Recommendations
Concerns about the inclusion of guarantees for worker

rights and environmental protections have led to « In a world where foreign barriers to U.S. exports

remain significant, the United States must pursue
additional trade agreements to ensure a level playing
field for American workers, farmers, and businesses.

major changes in how the United States approaches
trade agreements. On May 10, 2007, Democratic and
Republican leaders in Congress reached a bipartisan
agreement on how to address these issues. Subsequent

modificationsitojajpending trade a Sresm gy Near-term priorities include Congressional approval of

the pending trade accords with Colombia, Panama, and
South Korea and conclusion of the global Doha Devel-
opment Agenda negotiations.

Peru paved the way for its approval in late 2007 by an
overwhelming bipartisan majority. The U.S. Chamber
strongly supported this breakthrough and believes it can
be leveraged going forward.

The bipartisan trade deal reached on May 10, 2007,
should be leveraged to ensure that trade agreements
appropriately address concerns relating to labor and
the environment.

If we are to put fairness at the center of U.S. trade policy,
additional high-standard trade agreements must be a
priority. This means concluding the long-running Doha
Development Agenda negotiations and approving the

pending bilateral agreements with Colombia, Panama,
and South Korea (see sidebar). And it means negotiating
more agreements to expand trade opportunities for
American workers, farmers, and companies.

13



The International Business Agenda

Approve the Trade Accords with Colombia, Panama, and South Korea

Before considering any new initiatives, the Administration and Congress must look first to the
pending trade agreements with Colombia, Panama and South Korea. A recent analysis by the

U.S. Chamber determined that these accords would provide an immediate boost for American
workers, farmers and companies worth an estimated $42 billion within five years.

They are all worthy partners. Colombia is the second-largest Spanish-speaking country in the
world. It's also our closest ally in South America, and our trade partnership has already proven to
be the best “alternative development” program ever used in the war on drugs. The agreement will
help Colombians lock in the gains of the past decade, which has seen violence fall to its lowest
level in a generation.

Similarly, the agreement with Panama will strengthen the century-old U.S.-Panama partnership.
The United States is either origin or destination for two-thirds of shipping through the Panama
Canal, which is undergoing a massive expansion. The trade agreement will help Americans and
Panamanians get even more benefits from these longstanding ties.

South Korea, with a trillion-dollar economy, is already America’s seventh-largest trading partner.
From passenger aircraft and soybeans to insurance and consumer electronics, South Korean
consumers have shown a strong preference for American goods and services, and nearly 17,000
small and medium-sized U.S. companies already export to South Korea. The agreement also
confirms our commitment to work together to address the security challenges of North Korea's
nuclear program.




Most importantly, these are “fair trade” agreements that promise a level playing field for Ameri-
can workers and farmers. Many Americans don’t know that the U.S. market is already wide open
to imports from these countries, with most imports from Colombia, Panama, and South Korea
entering our market duty free. But these countries impose tariffs on U.S. products that often soar
into the double digits.

For American workers and farmers, that simply isn't fair. It's like starting a basketball game down
ten points from the tip off. These agreements would level the playing field by eliminating the three
countries’ tariffs on U.S. goods and services. Given that most U.S. exporters are small businesses,
they will be the firms who benefit the most from this “tax cut.”

Finally, it's worth recalling the grand bargain that shaped these agreements. In 2007, the new
Democratic majority in Congress sought additional protections for labor rights and the environ-
ment in these agreements. The result was the bipartisan trade deal reached on May 10, 2007,
which was incorporated into the three accords. This breakthrough led Congress to approve a
trade agreement with Peru by a massive two-to-one bipartisan majority. The trade agreements
with Colombia, Panama, and South Korea include those same guarantees for worker rights and
environmental protection. Those concerned about worker rights and the environment can take
“yes” for an answer and support these agreements.

Delaying approval of these agreements only means that American workers and farmers will
continue to face steep tariffs in these important markets—taxes, in fact, paid into those countries’
treasuries. Trade agreements remain a critical tool for boosting American competitiveness.




The International Business Agenda

Enforce Trade Agreements

Trade agreements hold little value for American business
if they aren’t enforced. The U.S. Chamber has long
pressed for consistent and vigorous enforcement of trade
agreements entered into by the United States. This
includes the wide-ranging body of rules of the World
Trade Organization (WTO) as well as bilateral and
regional trade agreements.

These agreements provide U.S. workers, farmers, and
businesses with assured access to overseas markets on
terms that are clear and predictable. In addition to
addressing tariffs and non-tariff barriers at national
borders, these agreements also provide important
guarantees for U.S. businesses operating inside foreign
markets. Trade agreements provide critical protections
for intellectual property, guarantee the rights of U.S.
companies to bid for government contracts, and ensure
that U.S. service providers receive national treatment
(i.e., the same rights and responsibilities granted local
firms). U.S. officials should place the highest priority on
fulfilling these guarantees.

The United States has the right and responsibility to
press other governments to live up to their commitments
under trade agreements. Where governments fail to

do so, the first recourse should be to engage them in
direct talks. If consultations fail to bring full compliance,
dispute settlement procedures established under the
WTO and other accords offer avenues to ensure proper
enforcement of trade agreements.

After the WTO was created in 1995, its new Dispute
Settlement Body was deluged with cases from around the
globe. The United States was one of many governments
that brought a host of cases to Geneva in the late 1990s.
Citing the smaller number of cases the United States has
brought to the WTO in recent years, some critics have
argued that U.S. officials responsible for enforcement
have neglected their duties.

16

However, it’s clear the late 1990s presented a unique set
of circumstances. Governments had prepared cases in
anticipation of the launch of the WTO’s novel dispute
settlement procedures. Today, the growing body of
WTO jurisprudence affords trade officials a better view
of whether their complaints will be deemed to have merit
in Geneva. Since bringing a case is slow, laborious, and
expensive, fewer long-shot cases are being brought. By
the same token, relatively obvious violations of WTO
disciplines can be addressed in consultations or under the
threat that a case will be filed in Geneva.

This doesn’t mean that U.S. officials should be
complacent. In recent years, for instance, the United
States has brought several cases against Chinese trade
practices, and this action has borne some fruit. Going
forward, trade officials should not hesitate to bring cases
against foreign governments when WTO trade rules lend
support and when they can marshal the evidence.

Of course, enforcement cuts both ways. The United
States has not always lived up to its own obligations
under trade agreements. Dispute settlement panels

under the WTO have determined that the United States
unfairly subsidizes its cotton farmers, and NAFTA dispute
settlement panels have ruled that the United States is
violating its obligation to allow Mexican trucks to operate
within the United States. In both cases, U.S. companies
may face stiff retaliatory tariffs very soon.

We have so much to gain from participation in the rules-
based international trading system that we flaunt these
rules at our peril. Since the WTO was created in 1995,
the United States has won and lost cases before dispute
settlement panels on a number of occasions. The United
States has almost always amended its laws or changed its
practices to conform to adverse rulings. The exceptions,
such as the cotton case, are few and recent, and they are
arguably still being worked out.



To pursue these long-term interests, it’s critical that
the United States continue to live by the rules of the

international trading system. After all, our country did
more than any other to write these rules, from the launch
of the General Agreement on Tariffs and Trade in 1947
to the creation of the WTO in 1995. A host of studies
shows the United States derives tremendous benefits
from the open international trading system.

In fact, the United States should place a high priority

on expanding the WT'O’s rules-based trading system.
U.S. workers and companies would benefit by seeing
major energy players, such as Russia and the countries of
Central Asia, take on the obligations of membership in
the WTO. They should accede as soon as they conclude
negotiations to do so on terms that guarantee market
access and the rule of law.

Finally, U.S. law also provides tools to address charges of
unfair trading. The U.S. Chamber supports the judicious
use of U.S. trade remedy law, which provides relief for
U.S. producers facing competition from unfairly priced or
subsidized imports. Such relief comes in the form of anti-
dumping (AD) and countervailing duties (CVD).

However, trade officials should use trade remedies with
caution. In recent years, foreign governments have
increasingly employed the same kinds of AD and CVD

duties as the United States—sometimes in a fast and
loose way. Some argue the resulting proliferation of AD
and CVD cases around the globe today is just as likely to
undermine the competitive position of U.S. producers
as such cases at home are to help (though the U.S.
producers impacted are usually different).

This is why the U.S. Chamber has long argued that

U.S. trade remedy law should be administered in a way
that avoids any “unduly protectionist interpretation

or implementation which would impair the healthy
expansion of trade or invite damaging retaliation by other
countries.” In the same vein, U.S. officials should press
foreign governments to provide greater transparency in
how they use trade remedies against U.S. firms.

In the final analysis, U.S. trade remedy laws have two
core purposes. First, they protect U.S. businesses from
unfairly traded goods and services. Second, they are a
tool to help open foreign markets to U.S. goods and
services. Policymakers must use these laws judiciously,
bearing in mind the need for a level playing field and
the danger of eliciting retaliation. They must also bear
in mind that it is politically impossible to secure public
support for opening foreign markets (which necessarily
entails opening the U.S. market) unless we ensure that
foreign goods and services are entering the U.S. market
fairly.

Chamber Recommendations

e U.S. officials should place a high priority on enforcing trade agreements, and they should
not hesitate to challenge clear violations of trade agreements by foreign governments as the

trade rules and available evidence allow.

The United States must live up to its own obligations under the WTO and other agreements
because the benefits of our compliance far outweigh the costs.

U.S. trade remedy law is an important tool to address unfair trade, but the rising use of
antidumping and countervailing duties by our major trading partners means excessive
reliance on these tools could impose real costs on U.S. business.
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To secure new market-opening trade agreements,

Congress must renew the traditional trade negotiating
authority that every president since Franklin Delano
Roosevelt has enjoyed. Sometimes called “trade promo-
tion authority” or “fast track,” this trade negotiating
authority gives the United States a seat at the table in
international trade negotiations.

Trade negotiating authority is a historic compromise
between the executive and legislative branches of the
federal government. The U.S. Constitution gives the
Congress authority to regulate international commerce,
but it gives the president authority to negotiate with
foreign governments.

Trade negotiating authority permits the executive
branch to negotiate agreements in consultation with
the Congress; when an agreement is reached, Congress
may approve or reject it, but not amend it. Without this
negotiating authority, the United States will be left on
the sidelines as other nations negotiate trade agreements
without us—as happened after this authority lapsed
between 1994 and 2003. Without trade negotiating
authority, no foreign government will engage in serious
trade negotiations with Washington without some
guarantee that Congress won’t run roughshod over
commitments made by the executive branch.
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Already, Asia is awash in new trade deals, and the Europe-
an Union is seeking far-reaching agreements with South
Korea, India, and Southeast Asia. More than 100 bilateral
trade negotiations are currently under way among our
trading partners without us. The United States cannot
afford to stand still as foreign governments write the rules
of international trade and our businesses are placed at a
competitive disadvantage in market after market.

Trade negotiating authority must be structured to ensure
that Congress plays an active role in negotiations. This
authority should give Congress a voice in establishing
negotiating objectives that is equal to that of the presi-
dent. During negotiations, the executive branch should
be required to engage in meaningful consultations with
Congress. By approving this authority, Congress does not
give up its right to review trade agreements carefully, and
legislators have the final say in whether to accept or reject
the resulting agreements.

However, if trade negotiating authority is not renewed,
it will tie the president’s hands and close the door to
agreements that promise to open overseas markets and
spur U.S. economic growth. Not only does this deny
the president a critical tool in his diplomatic toolbox—it
means American workers, farmers, and companies must
continue to compete in foreign markets where their
goods face steep tariffs.

Chamber Recommendations

Trade negotiating authority is an indispensable tool for
advancing U.S. economic and foreign policy interests,
and no president should be without it.

This authority should be structured to ensure that
Congress plays an active role in establishing
negotiating objectives, and the executive branch must
engage in meaningful consultations with Congress.




Rescue the Doha Development Agenda

Following World War Il, America’s Greatest Generation, working with friends and allies overseas, built
institutions they hoped would secure a peaceful, prosperous world for their children. The United Nations, the
World Bank, and other international councils were founded on these high hopes.

None of these have succeeded as spectacularly as the institutions created to foster and expand global trade:
The General Agreement on Tariffs and Trade and its successor, the WT0. Nine multilateral negotiating rounds
have increased world trade from $80 billion in 1947 to more than $17 trillion today, allowing incomes to rise in
country after country.

The latest global negotiating round is the Doha Development Agenda (DDA). Launched in November 2001, it
represents a once in a lifetime opportunity to unlock the world’s economic potential and inject new vibrancy
into the global trading system. While some progress has been achieved since the talks began, new U.S.
leadership will be required to bring the DDA to a successful conclusion.

The aim of the current Round is to ensure that both developed and developing countries share in the economic
gains resulting from global trade liberalization. The Center for Global Development estimates that a successful
conclusion could lift 500 million people out of poverty, increase the income of developing nations about $200
billion annually and cut global poverty by 25% over 15 years.

The potential gains for the United States are compelling as well. A one-third reduction in international trade
barriers—as the DDA proposes—could raise the income of the average American family by additional $2,500
a year. More importantly, a successful Round would help level the playing field so that American workers,
manufacturers, farmers, and service providers can continue to compete and win in international markets.

The United States must be bold in its approach to the liberalization of trade in manufactured goods, services and
agricultural products in the Round. While the United States cannot lead alone, only bold actions will spur our
trading partners—especially emerging powers such as China, India, and Brazil—to negotiate in good faith and
provide the DDA with an opportunity to conclude the Round swiftly.

Since the Doha Round was first launched, one of the key stumbling blocks has been excessive farm subsidies
in developed countries, particularly the United States. Recent food shortages and price fluctuations only
underscore the need to maintain open markets and reduce these distortions. The U.S. Chamber supports




The International Business Agenda

Foster Development through Trade and Aid

With most of the world’s population and economic
growth squarely centered in the developing world, U.S.
companies are increasingly reliant on emerging econo-
mies. Accordingly, the U.S. business community has lent
growing support to a broad-based development agenda
that fully leverages both trade and aid programs.

“Trade and commerce, if they were
not made of India-vubber, would
never manage to bounce over the
obstacles which legislators are
continually putting in theiv way;
and, if one weve to judge these men
wholly by the effects of their actions
and not partly by their intentions,
they would desevve to be classed and
punished with those mischievous
pevsons who put obstructions on

the railvoads.”
—Henry David Thovean

The U.S. Chamber strongly supports a robust interna-
tional affairs budget, often referred to as the “Function
150” account. Representing a little more than 1% of the
federal budget, the international affairs budget provides
the U.S. government with the basic tools to meet the
economic, diplomatic, and humanitarian challenges of
the 21st century. The Chamber is a proud supporter of
the U.S. Global Leadership Campaign, a broad-based
national coalition of businesses, humanitarian organiza-
tions, and community leaders that advocates for a strong
U.S. international affairs budget.
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The international affairs budget is a critical tool, first and
foremost, to ensure America’s national security. Many
programs funded by the international affairs budget
prove the old adage that an ounce of prevention is worth
a pound of cure. These initiatives are designed to stabi-
lize weakened states, deter threats before they reach the
United States, strengthen international anti-terrorism
coalitions, combat weapons proliferation, and fight global
crime and narcotics trafficking.

Second, the international affairs budget underscores
America’s humanitarian values. It does so by supporting
global health initiatives, alleviating poverty around the
world, and strengthening democratic institutions. This
includes the U.S. President’s Emergency Plan for AIDS
Relief (PEPFAR) to combat HIV /AIDS globally—a
highly successful program the Chamber has supported
from its inception.

Third, the international affairs budget plays a key role
advancing U.S. economic interests overseas. This part of
the federal budget helps increase economic opportunities
through trade, promote U.S. business interests around
the world, and create U.S. jobs through increased in-
ternational trade and investment. The “Function 1507
account funds U.S. export promotion agencies such as

the Export-Import Bank and the Overseas Private Invest-




ment Corporation, advocacy overseas for U.S. businesses,
and efforts to build safe, stable, and open international
markets.

One area where the international affairs budget and the
American trade agenda intersect is in programs dubbed
“trade capacity building” or “aid for trade.” Trade capac-
ity building is development assistance that builds the
necessary capacity—from improvements in infrastructure
and customs administration to enforcement of labor and
environmental laws—that allows developing countries to
take advantage of open markets.

The United States is the largest single-country donor
of this kind of assistance, with more than $1.3 billion

in trade capacity building funds appropriated annually.
These funds are coordinated with other donors through
the WTO, the network of U.S. trade agreements, and
U.S. trade preference programs (see below). The U.S.

Agency for International Development and the U.S.
Trade and Development Agency play important
roles here.

Trade capacity building is a priority for the U.S. business
community, which believes success in this area is more
likely when a true public-private partnership is in place.
In Guatemala, for example, express delivery companies
worked through CLADEC Guatemala, their local asso-
ciation, to help Guatemala’s customs authorities retool
their express clearance procedures.

The upshot was that clearance times were reduced from
days to hours, with significant benefits for Guatemala’s
international competitiveness. The U.S. and Canadian
governments and the World Bank and the World Cus-
toms Organization provided technical assistance, but
funding and a great deal of know-how came directly from
the private sector and Guatemala’s tax agency. Clearly,
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the best model for trade capacity building brings together
government, business, and often academia to implement
best practices.

Finally, it’s worth noting the important role trade prefer-
ence programs play in U.S. efforts to foster development
globally. Approximately 150 developing countries around
the world enjoy preferential access to the U.S. market-
place through trade preference programs, which continue
to enjoy broad bipartisan support.

The largest of these programs is the three-decade old
Generalized System of Preferences (GSP). Additional
programs extend preferences to specific countries

in Africa (the Africa Growth and Opportunity Act,

or AGOA), the Andean region (the Andean Trade
Preference Act, or ATPA), and the Caribbean (the
Caribbean Basin Initiative, the Caribbean Basin

Trade Partnership Act, and the Haitian Hemispheric
Opportunity through Partnership Encouragement Act).

These trade preferences offer benefits to both developing
economies and the United States. In the Andean region,
for instance, ATPA has been perhaps the single most

effective alternative development program, sustaining 1.5

million jobs in Colombia and Peru alone. By providing
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U.S. Jobs Associated with Imports under GSP

Manufacturing 3,983
Wholesaling 31,703
Retailing 21,489
Services (including transportation) 21,223
Other (agriculture, mining, etc.) 3,416
TOTAL 81,814

Source: “Estimated Impacts of the U.S. Generalized System of Preferences
to U.S. Industry and Consumers,” U.S. Chamber of Commerce, 2006

local citizens with long-term alternatives to narcotics
trafficking and illegal migration, ATPA has helped
governments isolate violent extremist groups, restore
economic growth, and increase investment in education,
health, and infrastructure.

Moreover, trade preferences also boost the
competitiveness of U.S. manufacturers and lower

the cost of consumer goods for American families.
According to a U.S. Chamber study, the three-decade
old GSP program keeps U.S. manufacturers and their
suppliers competitive. Approximately three-quarters of
U.S. imports using GSP are raw materials, parts and
components, or machinery and equipment used to
manufacture goods in the United States.

Moving GSP imports from the docks to the retail shelves
supports approximately 80,000 U.S. jobs, according

to the U.S. Chamber’s study. GSP is particularly
important to U.S. small businesses, many of whom rely
on the program’s duty savings to compete with larger
companies. American families also benefit directly from
GSP: Finished consumer goods sold by U.S. retailers
account for about 25% of GSP imports. The products
coming in under GSP generally do not compete with
U.S.-made goods in any significant way.



Despite these successes, U.S. preference programs are in
need of reform. Many of the world’s poorest countries
are currently left out of preference programs, and

some existing programs exclude many countries’ key
export products. Short-term extensions of preferences
and complex eligibility rules limit the benefits for

U.S. importers and exporters in developing countries.
The U.S. Chamber supports reforms to address these
shortcomings. At the same time, we believe countries that
fail to comply with GSP’s conditions relating to respect
for intellectual property should be denied its benefits.

In the long run, the American public has made clear

its preference for fair trade based on reciprocal market
openings. Bilateral and regional trade agreements can
unleash growth and development in ways that unilateral
trade preferences cannot. But while the United States
pursues reciprocal trade accords, we should continue

to secure the benefits of these longstanding preference
programs.

Chamber Recommendations

e Congress should fund the international affairs budget

at a robust level to ensure the federal government can
meet today’s diplomatic, humanitarian, and economic
challenges.

As a critical part of U.S. development assistance, trade
capacity building programs should be funded at a sig-
nificant level to help U.S. workers and companies tap
the full benefits of international business opportunities.

While reciprocal trade agreements offer greater
benefits for U.S. workers, elected officials should work
to enhance the benefits of unilateral trade preference
programs through program reform.

Promote the Trans-Pacific Partnership Agreement

U.S. participation in the Trans-Pacific Strategic Economic Partnership Agreement (TPP) may prove a critical avenue
for American companies to expand their trade and investment opportunities in the vibrant Asia-Pacific region. The
United States has joined trade talks with this grouping which includes Singapore, New Zealand, Chile, and Brunei,
all of which are members of the Asia-Pacific Economic Cooperation (APEC) grouping that collectively accounts for

about half of world trade.

The TPP is expected to evolve gradually into the Free Trade Area of the Asia-Pacific, including all 21 APEC member
economies. U.S. participation in the launch of these talks could potentially lead to a high-quality agreement which
will ensure that U.S. business interests are protected as the agreement grows. It will also ensure that high standards
for trade liberalization in such areas as intellectual property, standards, labor, and the environment are adopted.

Asia-Pacific nations have negotiated more than 150 preferential trade agreements between themselves and their
trading partners, most of which do not include the United States. The TPP provides a vehicle to ensure that the
United States can remain actively engaged in the region. Three other important trading nations — Australia,
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Help Small Businesses to Export

No. of U.S. Exporters 245,945
No. of U.S. Small and Medium-size Exporters 239,287
Small and Medium-size Exporters as % of Total 97.3%
Small and Medium-size Companies’ Exports in millions of $ 262,999
Small and Medium-size Companies’ Exports as % of Total 29%

Source: Census, U.S. Department of Commerce (2006).

The United States should also make it a priority to boost
exports by America’s small and medium-sized companies.
As noted above, small business has long been recognized
as a motor of job creation and innovation, but Americans
tend to regard international trade as the domain of large
multinationals.

Nonetheless, America’s smaller companies are already
making a large contribution to U.S. exports. In 2000,
for example, more than 239,000 small and medium-sized
companies exported a total of $263 billion, representing
nearly one-third of all U.S. exports.

If more U.S. small businesses were able to seize ex-

port opportunities, the gains could be immense. In a
sign that they may just need a little help, a World Bank
study (Export Promotion Agencies: What Works and
What Doesn’t) found that each dollar increase in export
promotion expenditures brought a 40-fold increase in
exports. The gains were especially large for countries that
spend less than the average. As it happens, the United
States spends just one-sixth of the international average
helping its small businesses to export.

To address this need, the U.S. Chamber proposes a
doubling in federal expenditures on export promotion,
with a focus on small companies’ exports. The federal
government allocates just over $200 million annually to
promote the exports of America’s small and medium-
sized companies. In addition, the financial resources of
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the Export-Import Bank to help small businesses export
should be greatly expanded, especially in light of the
recent financial crisis.

Investing in the export potential of America’s small
businesses could bring dramatic gains. Today, American
exports are surging, and a helping hand for U.S. smaller
companies could spread those gains more broadly. Show-
ing how smaller companies can gain from trade would
also help build political support for international trade.
By adding to the ranks of small businesses that see direct
benefit in exporting, Americans will be able to see more
clearly the possibilities offered by worldwide trade.

Chamber Recommendations

¢ The United States should double expenditures on
export promotion to expand the universe of companies
that benefit from international trade.

U.S. export promotion programs should center on
America’s small and medium-sized businesses, which
account for the vast majority of all exporters.

The capabilities of the Export-Import Bank to help
small businesses export should be enhanced,
especially in light of the recent financial crisis.



Even before the recent financial crisis, a number of

opinion surveys confirmed that Americans regard their
immediate economic future with anxiety. While many
Americans enjoy the fruits of prosperity, economic statis-
tics confirm that more than a few have suffered declining
incomes and job insecurity.

The U.S. Chamber believes America’s long-term com-
petitiveness depends on the creation of high-quality, well-
paying jobs. For our workers to be competitive, govern-
ment and business should collaborate to provide training
for the higher-end service and manufacturing jobs that
increasingly characterize today’s U.S. economy. For our
companies to remain competitive, they require access to a
diverse, educated, skilled, and mobile workforce.

To meet these twin goals, the United States needs a strat-
egy to help dislocated workers adapt to the challenges
presented by a global economy. The U.S. business com-
munity is committed to doing its part. Business is already
making a major contribution: The American Society for
Training & Development estimates that U.S. businesses
and private organizations spent nearly $130 billion on

employee learning and development in 2006, or more
than $1,000 per worker. While these programs and their
funding levels need to be constantly reassessed, this level
of investment underscores the commitment of American
business.

With regard to the role of government, the Trade Adjust-
ment Assistance (TAA) program was created by President
Kennedy in 1962 to provide income support and training
benefits to workers who lost their jobs due to competi-
tion from imports. The main objective of the program
over the years was to extend unemployment compensa-
tion benefits through a trade readjustment allowance and
to provide job training for dislocated workers.

“Any nation which leaves all her
ports open to the world on equal
tevms will have commodities
cheaper, sell its own production
dearer, and be on the whole most

prospevous.”
—Benjamin Franklin

However, the program has its problems. First, it rests on
the flawed proposition that trade plays a major role in job
loss. In fact, less than 3% of layoffs of 50 or more people
between 1996 and 2004 were attributable to import
competition or overseas relocation, according to survey
data from the U.S. Bureau of Labor Statistics.

Research shows this vast and continuous turnover in the

U.S. job market is principally driven by technological
innovation (especially information technologies), changes
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in consumer taste, and domestic competition. Together,
these factors are vastly more significant than trade as

explanations for this “churn” in the job market.

The U.S. Chamber recommends that a number of chang-
es to the program be made as part of its modernization
and possible expansion. First, efforts to identify layofts
deemed the result of import competition or production
shifting overseas—and on that basis determine eligibility
for TAA benefits—skew benefits unfairly toward a small
minority of displaced workers.

These efforts miss the point of such assistance programs,
and the unhelpful and misleading effort to tie job losses
to trade should be abandoned. A modernized program
to succeed TAA should be renamed to reflect this change.

Second, Congress and the Administration should con-
sider extending federal training programs under TAA

to more workers. In particular, eligibility should be
extended to workers who lose their jobs when a firm
consolidates production among domestic plants as part of
a national response to global competition. The proposal
by Senate Finance Committee Chairman Max Baucus

to make TAA benefits available to services workers, who
account for more than 80% of the U.S. workforce, arises
from similar concerns.

More limited changes could be made that already enjoy
broad support. At present, displaced workers are eligible
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for TAA benefits if they lose their jobs due to produc-
tion shifts to some foreign countries—but not to others.
This makes no sense. Workers dislocated due to produc-
tion shifting overseas should be eligible for TAA benefits
without regard to the country to which jobs may be
relocated.

Finally, workers who lose their jobs often face the added
challenge of losing their health care. Workers and their
families should be given greater flexibility to purchase
health care plans that fit their needs rather than those
imposed by a one-size-fits-all state mandate. The tax code
should not punish Americans buying health insurance on
their own by taxing them at a higher rate than those who
buy it through their employers.

In the end, the answer to a worker losing his job at a
typewriter factory is not to force the factory to keep mak-
ing typewriters. It’s to make sure that workers can move
from a 20th century job to a 21st century job without
turning their lives upside down, and a modernized TAA
program can help reach this goal.

Chamber Recommendations

¢ Federal training programs offered to displaced workers
under Trade Adjustment Assistance should not be
conditioned on trade being identified as the cause of
job loss.

Displaced workers and their families should be given
greater flexibility to purchase health care plans that fit
their needs rather than those imposed by a one-size-
fits-all state mandate.

Federal programs must be coordinated closely with the
business community to match assistance and training
with the needs of employers and to leverage the
extensive investments in training already being made
by business.



Protect Intellectual Property

Intellectual property (IP) is the economic currency of
the 21st century. It drives innovation, job creation, and
America’s global competitiveness. Effectively applied and
adequately protected, IP can save lives and help solve
society’s most pressing problems.

IP provides the incentives and resources for the world’s
most innovative minds to develop cures for deadly dis-
eases, productivity-enhancing software, safe and plentiful
food supplies, and clean energy technologies.

IP rights also promote the arts and enhance our cultural
life. Movies, music, and books created and copyrighted
by American artists and writers are seen, heard, and read
every day in every country. Businesses that rely on IP
employ more than five million American jobs.

Despite its fundamental importance to economic pros-
perity and human progress, IP is under attack across the
world. Two serious threats confront it. The first comes
from criminals who have built a $600 billion global crimi-
nal enterprise of counterfeiting and piracy that destroys
jobs, undermines innovation, and endangers consumers.

The second threat comes from a growing movement of
anti-IP activists drawn from universities, foundations,
NGOs, ideologically driven interest groups, and even
governments. These activists promote the idea that IP
rights should not be recognized and that protecting IP
impedes progress and hurts the poor. They are spend-
ing tens of millions of dollars annually to transform this
ideology into governmental and multinational policy.

As the world’s innovation leader, the United States
already pays a high price for the lax protection of IP
rights—$250 billion in theft, 750,000 forfeited American
jobs, squandered tax revenues for government, lost ex-
ports for our companies and workers, and less capital for

future innovations. As developing nations begin to gener-
ate their own high-value IP products, a shared interest in
better protecting IP is emerging throughout the global
economy.

However, we cannot wait for this to happen or expect it
to develop the right way. The United States must contin-
ue to play a leadership role internationally by establishing
pro-IP policies at home and pressing the global commu-
nity of nations to do the same.

To ensure the United States remains a world leader in
innovation, U.S. officials and business leaders must make
IP a priority by speaking about it often before domestic
and foreign audiences. Having the right people in key IP
positions is an imperative at the White House, the Office
of the U.S. Trade Representative, the U.S. Patent and
Trademark Office, and the Departments of State, Com-
merce, and Justice.

These agencies must receive the resources and authority
they need to defend IP in the United States and abroad.
Given efforts by activists worldwide to undermine IP,
U.S. officials must adopt a forward-leaning agenda to

promote IP and innovation in multilateral forums such
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as the World Intellectual Property Organization, World
Trade Organization, World Health Organization, and
regional forums such as APEC. U.S. officials should act
quickly and decisively against governments that under-
mine IP, e.g., by issuing compulsory licenses.

Another priority is to conclude the ongoing negotiations
for a commercially meaningful Anti-Counterfeiting and
Trade Agreement, known as ACTA. Such an agreement
would strengthen enforcement, improve legal frame-
works, enhance international cooperation, and develop
best practices for combating counterfeiting and piracy.
U.S. officials should also place a high priority on full en-
forcement of IP provisions in U.S. trade agreements.

Above all, defenders of IP must educate key audiences
around the globe about this vital issue. Success will
depend on a close working relationship between the
business community, Congress, the Administration, and
other allies, including organized labor. Nothing less than
America’s competitiveness is at stake.

Chamber Recommendations

¢ [P must be a priority for senior officials in the U.S.
Administration and for members of Congress, and
federal agencies should receive the resources and
authority they need to promote IP worldwide.

U.S. officials must adopt a forward-leaning agenda to
defend IP and innovation in multilateral and regional
forums and act decisively against governments that
undermine IP, e.g., by issuing compulsory licenses.

Governments must work together to raise standards for
the protection of IP in the Anti-Counterfeiting and Trade
Agreement and by enforcing IP provisions in U.S. trade

agreements.

Free Trade in “Green” Technologies

At a time of rising international concern about climate change, it's surprising that many countries around the
world regularly slap tariffs as high as 70% on imports of certain environmental goods. These trade barriers
impede access to cutting-edge technologies and impede progress toward reducing emissions of carbon
dioxide and other greenhouse gases. A recent World Bank study on climate and clean energy technologies
suggests that by removing tariffs and non-tariff barriers to key technologies, trade could increase by an ad-
ditional 7%-14% annually.

In a proposal that could help more countries adopt “green” technologies, the United States has championed
a proposal to slash tariffs and other barriers to trade in environmental goods and services. This proposal
would place priority action on eliminating barriers to trade in technologies that can help reduce output of
carbon dioxide and a range of pollutants. The U.S. Chamber believes that this proposal could contribute in a
meaningful way to climate change efforts by eliminating trade barriers and creating green jobs.
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Welcome Investment from Abroad

In the 21st century, investment capital moves across
national borders as never before. Americans derive great
value on both sides of the investment equation. By 2007,
the total stock of foreign direct investment (FDI) in the
United States totaled $2.1 trillion.

Investments by foreign companies in our country have
created more than 5.3 million American jobs. This
number does not include the millions of people who
work for companies that supply parts and materials to
foreign-owned firms.

“Our intevest will be to throw open
the doovs of commerce, and to knock
off all its shackles, giving perfect
freedom to all pevsons for the vent
[sale] of whatever they may choose
to bring into our ports, and asking

the same in theirs.”’
—Thomas Jefferson

Moreover, studies have found that foreign employers
pay wages averaging 15% higher than wages paid by U.S.
companies. Average annual compensation at foreign-
owned firms typically exceeds $68,000. It’s impressive to
note that U.S. affiliates of foreign companies spent $34
billion on research and development and $160 billion on
plants and equipment in 2007.

Coupled with home-grown capital and ingenuity, these
investments give the United States extraordinary access
to cutting-edge technology and productivity tools. Which
foreign employers create the most jobs in the United

States? Two-thirds of these investments come from
developed countries, principally the United Kingdom,
Japan, Canada, the Netherlands, Germany, France, and
Switzerland.

Recognizing that the United States benefits tremendously
from international investment, what can Washington

do to ensure that the goose that lays the golden eggs
continues to produce?

In 2007, Congress approved the Foreign Investment
and National Security Act (FINSA). It reaffirms the U.S.
“open door” policy toward international investment,
ensuring the president’s authority to block a foreign
acquisition of'a U.S. company when tangible national
security issues are at stake. It restores certainty to the
federal government’s process for reviewing foreign
acquisitions of U.S. firms, which is managed by the
interagency Committee on Foreign Investment in the
United States (CFIUS).

The U.S. Chamber applauded Congressional approval
of FINSA, and we believe it’s a good law. It strikes the
right balance by limiting reviews to national security
considerations, and it should be given a chance to work.

Top 5 Foreign Job Creators in the United States

Country Number of Jobs

United Kingdom 995,000
Japan 691,000
Germany 684,000
France 527,000
Canada 519,000

Source: BEA, U.S. Department of Commerce (2006).
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The U.S. Chamber has no higher priority than national
security, and it is entirely appropriate for foreign
investment in the United States that affects national

security to be subject to special review by appropriate Chamber Recommendations
government agencies. Through a rigorous and

circumspect review that focuses only on true security e U.S. officials’ reviews of foreign investments should
issues, the United States can help ensure that the benefits focus on tangible national security issues as laid out
of foreign investment in the United States continue to in U.S. law, thus safeguarding America's longstanding
flow to American workers. “open door” policy on international investment.

On a related note, a number of countries around the The United States should encourage foreign gov-
world have been considering the establishment of formal ernments to devise procedures to conduct national
procedures to review national security concerns relating security reviews of foreign investments in a similarly

to inward foreign investment. FINSA has been hailed focused, transparent, and effective manner.
as a model of balance that other countries may usefully
consider. The U.S. Chamber is committed to working
with foreign governments to help them adopt a similarly

focused, transparent, and effective approach to national
security reviews of foreign investment.

Revive a “Big Emerging Markets” Strategy

In 1995, the Clinton Administration launched an effort to expand commercial opportunities for U.S. workers and
companies in the most dynamic and rapidly growing markets in the world. The Big Emerging Markets (BEMs) ini-
tiative focused on ten key export markets. Today, U.S. officials should reconstitute a BEMs initiative that focuses
on maximizing opportunities and addressing challenges in key markets around the world.

The U.S. Chamber recommends that an updated BEMs initiative should include Brazil, Russia, India, and China,
which are commonly referred to as the BRIC economies; the 10-country Association of Southeast Asian Nations
(ASEAN) market; the six-country Gulf Cooperation Council (GCC) market; and South Africa and Turkey. U.S. mer-
chandise exports to these markets accounted for more than $200 billion in 2007.

A new BEMs initiative should leverage existing trade policy tools. In some cases, existing models for bilateral
economic dialogues (e.g., the Strategic Economic Dialogue with China, the Transatlantic Economic Council) or
CEO forums such as those in place with Brazil and India may be appropriate. Elsewhere, negotiations to enter
into Trade and Investment Framework Agreements (TIFAs) may be useful, and, in some of these cases, a free trade
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Secure U.S. Investment Overseas

Where American Companies Invest

In the United States
70%

Abroad
30%

Source: CRS, 2004 data

Americans also derive important benefits from U.S.
investment abroad. The primary means by which U.S.
firms deliver goods and services to foreign customers is
by investing abroad and creating a foreign affiliate. Many
workers hired by American companies abroad work for
these affiliates to service local markets.

All told, these affiliates generate substantial earnings for
American companies. Their sales totaled $4.7 trillion in
2006 —a sum more than triple the export earnings of
U.S. companies ($1.4 trillion in 2006). These earnings
provide American companies with a growing pool of

capital to help their companies grow, innovate, and create

better jobs at home.

A common myth is that overseas hiring by U.S. corpora-

tions is all about finding cheap labor. While the search for
affordable labor drives some investment decisions, 70% of

U.S. direct investment abroad is concentrated in highly
developed countries. Europe—a region not known for
low wages—is home to more than one-half of all U.S.
direct investment overseas.

Even with significant investments overseas, about 70% of
American business investment (including employment

and capital expenditures) occurs right here in the United
States—not in other countries. About 85% of all research
and development by U.S. multinationals is conducted in
the United States.

It is true that some foreign workers are hired to produce
low-cost goods that are shipped back to value-conscious
American consumers. However, in developing econo-
mies, U.S. factories and facilities often stand out as mod-
els and contribute to raising local labor and environmen-
tal standards. Workers at these facilities routinely make
more than they ever had the opportunity to earn in the
past. U.S. companies active in the developing world are
major contributors to social and charitable initiatives.

With lower-value products being produced overseas,
Americans can focus on high technology, high-value
manufactured products, and a broad range of professional
and business services. In other words, America’s position
in the global economy helps us create and preserve high-
skill, high-wage jobs.
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The International Business Agenda

U.S. Direct Investment Position Abroad
More than 70% of U.S. direct investment is in highly developed Nations

Middle East
29 hillion
Asia and
Pacific
454 billion
Latin
America
472 billion
Canada
257 hillion

The U.S. Chamber is committed to ensuring strong
protection of U.S. investments overseas. The rule of law,
sanctity of contracts, and respect for property rights are
the touchstones of respect for international investment—
and the United States should fight for these principles in
markets around the globe.

One critical mechanism for extending protections to U.S.
investors overseas and improving their access to foreign
markets is the U.S. bilateral investment treaty (BIT) pro-
gram, which has enjoyed bipartisan support throughout
its existence. Over the past quarter century, the United
States has concluded BITs with more than 40 countries,
and similar provisions to protect investments are included
in bilateral trade agreements. Over time, U.S. BITs have
evolved to offer a high standard of protection for inves-
tors, as seen in the current U.S. “model BIT.”

Bilateral investment treaties provide a level playing field
for investors by advancing the principle of “national
treatment.” Embraced by Democratic and Republican
Administrations for more than two decades, this principle
gives U.S. investors overseas and foreign investors in the
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Africa
28 billion

Europe
1,551 billion

Source: BEA, U.S. Department of Commerce (2007).

United States the same rights, privileges, and responsibili-
ties as domestic investors with limited exceptions (e.g.,
for national security). Respect for this principle is critical
to job-creating investments and efficient global capi-

tal markets. The principle of national treatment should

not be compromised directly or indirectly (for instance,
through changes in U.S. tax policy) in ways that would
create advantages or disadvantages for companies based
on whether they are headquartered in the United States
or elsewhere.
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BITs also provide recourse to the law in the event of
nationalization and guarantee transparency with respect
to investment-related laws and regulations. These treaties
serve as a positive admonition to governments to avoid
arbitrary actions in commercial disputes lest the case wind
up before an international arbitration panel.

Looking forward, the U.S. Chamber strongly supports
negotiating BITs with China, India, and Vietnam,

and, when circumstances permit, with additional large
economies such as Brazil and Russia. As other countries
around the globe pursue their own BITs, decision-
makers in Washington should be wary of how these
may place U.S. companies at a competitive disadvantage
should the United States lag in its own negotiations. In
addition, where countries are not yet ready for a full-
scale BIT, the United States should continue to help
interested partners to build their own capacity to protect
investments through Trade and Investment Framework
Agreements (TIFAs), which help prepare countries for
BIT negotiations.

In the end, BITs and other measures to protect invest-
ment are crucial, but the underlying principles of the
rule of law, sanctity of contracts, and respect for property
rights are even more so. Their protection should always
be at the fore of American international economic policy,
even in countries where formal investment protection
agreements remain a distant goal.

Chamber Recommendations

e The United States should vigorously defend the rule of law, sanctity of contracts, and
respect for property rights as central to our international investment policy.

¢ The principle of national treatment should remain at the heart of U.S. investment
protection instruments, including bilateral investment treaties (BITs).

¢ The United States should negotiate high-standard BITs with more countries around
the world, in particular the large emerging markets that are playing a growing role in

global economic growth.
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While trade agreements are powerful tools for opening
overseas markets, there are some barriers they can’t
easily overcome. A wide variety of non-tariff obstacles
make competing in multiple markets around the world a
significant challenge. Among these challenges are diverse
regulations, standards, and rules on competition policy
that vary widely from country to country.

For big businesses operating in a large number of
international markets, the sheer number and variety

of complex, burdensome, and sometimes conflicting
regulations can pose a major challenge. However,
regulations are an especially critical problem for small and
medium-sized companies, as compliance costs can be so
great that they keep them from expanding overseas.

Ernst & Young’s 2008 report on Strategic Business Risk—
the Top 10 Risks for Business confirms that regulation and
compliance represent the number-one risk facing global

businesses. The report contends that “compliance chal-
lenges are particularly strong in highly regulated indus-
tries such as banking, insurance, pharma, and biotech,

where the regulatory burden is increasing fast, and where

firms are feeling pressure to demonstrate a return on
investment for long-term risk management initiatives.”

There is a powerful case to be made for increased co-
operation between regulators around the world. It isn’t
just that conflicts between regulatory authorities may be
rising; rather, companies’ global growth is exposing them
to more and more regulators.

Too often, regulators overseas act without conducting a
proper cost/benefit analysis. Sometimes, alternatives are
overlooked that could have achieved the desired outcome
without imposing heavy costs on workers and companies.

In other cases, countries’ regulatory practices are inten-
tionally designed to put foreign companies at a disadvan-
tage or to sidestep commitments made in international
agreements. Whether by design or without ill intent,
regulations that distort markets can have a pernicious
impact on U.S. companies trying to compete in markets
around the globe.



Addressing these challenges is also about fulfilling regula-
tory mandates to protect consumers, investors, or the
environment. In today’s “flat” world, problems don’t
always fit squarely into one jurisdiction. In the future,
regulators will be obliged to cooperate more closely sim-
ply to fulfill their mandate.

U.S. officials must acknowledge the growing challenge
regulatory frameworks around the world present to the
competitiveness of American workers and companies.
Greater international regulatory engagement will help
U.S. companies compete in foreign markets and meet the
high standard of protection Americans have come

to expect.

Specifically, the Administration should redefine the
international role and responsibility of U.S. regulatory
agencies. Many of these agencies were created decades
ago when international trade and investment were much
more limited. As a result, a patchwork of international
offices of regulatory agencies carries out its work with-
out a central strategy. Remedying this oversight should
strengthen regulators’ enforcement capabilities through
greater international cooperation, but it should also help
overcome the burdens described above.

The United States should also deepen commitments
to U.S. regulatory dialogues with key trading partners.
These include the Transatlantic Economic Council (with

Chamber Recommendations

e U.S. international economic policymakers should devise a strategy to fight “behind
the border” barriers to trade and investment that arise from countries’ divergent
approaches to regulation, standards, and competition policy.

U.S. officials should prevent regulatory differences from creating unwarranted
barriers to trade and investment through permanent “dialogues” with their foreign
counterparts (e.g., the Transatlantic Economic Council).

Foreign governments should be encouraged to employ cost/benefit analysis as a
regular part of their regulatory processes.
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the European Union), the North American Security and
Prosperity Partnership (with Canada and Mexico), and
the U.S.-China Joint Commission on Commercial Trade
and the Strategic Economic Dialogue with China.

These are good frameworks for addressing existing and

emerging regulatory challenges. If they didn’t already ex-
ist, they would have to be invented. U.S. officials should
also consider creating similar dialogues with India and
Brazil, and the Administration should aggressively pursue
a range of mutual recognition agreements with foreign
regulators.

Finally, U.S. officials should examine the nexus between
the benefits of a global trading system and the competi-
tive nature of any single market. Issues related to trade
concerning investment, competition policy, standards,
intellectual property, state-owned enterprises, and subsi-
dies are rapidly converging into a troubling mix of non-
tariff barriers. The recently rebranded Market Access and
Industrial Competitiveness office within the Office of the
United States Trade Representative should be expanded
to address these issues. To carry out this cross-cutting
mandate, this office will need senior political leadership to
coordinate these issues within the inter-agency process.

Bolster U.S. Leadership in APEC

In 2011, the United States will host a summit for the 21 leaders of the Asia-Pacific Economic Coopera-
tion forum. This summit will give the United States an opportunity to strengthen U.S. leadership in
APEC and help revitalize the grouping to promote economic growth around the Pacific rim.

The 21-economy organization encompasses 2.7 billion consumers, more than one-half of global GDP,
60% of U.S. exports, and roughly 50% of world trade. American exports to this region are booming, but
the United States is gradually losing market share as countries in Asia increase trade among them-
selves. The institutional weaknesses of APEC have allowed alternative groupings (such as the East

Asia Summit) to dilute U.S. influence in the region.

The United States will have an opportunity to boost U.S. leadership in APEC in the run-up to the
summit in the United States. To enhance American leadership in this grouping, the U.S. government
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Advance Trade Facilitation

Around the globe, trade facilitation is increasingly seen

as a top priority. Often referred to as the “plumbing” of
international trade, trade facilitation consists of reforms
to make the movement of merchandise from one country
to another faster, cheaper, and more reliable.

As international trade grows relative to GDP, the
efficiency of trade logistics becomes more important.
Rising competition and falling tariffs in markets around
the globe have laid bare the cost of inefficient customs
and ports. In fact, studies have shown that inefficient
trade logistics in many developing countries adds
anywhere from 5% to 25% to the cost of trade.

“We rail at trade, but the histovian
of the world will see that it was the
principle of liberty; that it settled
America, and destroyed feudalism,
and made peace and keeps peace;

that it will abolish slavery.”
—Ralph Waldo Emerson

A country’s competitiveness in world markets can
advance notably with a focus on trade facilitation.
Singapore, for example, has been identified by the World
Bank as a world champion in this realm: it takes just

four documents, $400, and an average of five days for

a shipping container to clear Singaporean customs. In
Chad, by contrast, the same exercise takes more than 100
days and costs approximately $5,500.

According to a recent World Bank report entitled
Connecting to Compete: Trade Logistics in the Global
Economy, trade facilitation runs the gamut from “customs

procedures, logistics costs, and infrastructure quality to
the ability to track and trace shipments, timeliness in
reaching destination, and the competence of the domestic
logistics industry.”

While the trade facilitation agenda has traditionally
focused on customs and infrastructure, the “Connecting
to Compete” report suggests that liberalizing services
markets is equally important. High-quality, competi-
tive private services such as trucking, warehousing, and
customs brokerage make supply chains more robust and
reliable, which in turn contributes to greater investment
and more export opportunities.

The business community has come to regard trade
facilitation as a top priority. Over the past 15 years, the
Asia-Pacific Economic Cooperation (APEC) forum has
made good on trade facilitation promises and allowed its
21 member economies to secure the benefits of increased
trade. APEC launched its Trade Facilitation Action Plan
in 2002, setting specific, outcome-tied goals. The APEC
economies met their target of a 5% reduction in transac-
tion costs in just three years and are currently working to
achieve another 5% reduction.

Latin American and Caribbean nations are pursuing
similar goals. The Association of American Chambers

of Commerce in Latin America (AACCLA), a Chamber
affiliate, found that 92% of regional business leaders
responding to a survey rated trade facilitation reforms as
either very important or important—beating out all other
responses.

In the WT'O’s Doha Development Agenda negotiations,
trade facilitation is the negotiating group that has seen
the most progress. While trade facilitation can bring great
benefits if adopted unilaterally, the global, rules-based
model of a WTO agreement offers the advantages of
certainty, stability, and a common approach.
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Specific reforms that major trading companies have iden-
tified include greater use of information technologies and
electronic delivery of customs information, harmonizing
data requirements for export and import declarations,
reviewing the bond guarantee requirements for expedited
release of goods from customs, and swift clearance for
low-risk imports.

The U.S. Chamber believes trade facilitation should ad-
vance on multiple tracks. APEC’s work should continue,
and it should be emulated by other world regions, such
as Latin America, the Caribbean, and Central Asia. The
nearly completed trade facilitation agreement achieved in
the Doha negotiations should either be secured in a swift
conclusion of the round, or it should be implemented on
a stand-alone basis.

One additional place to focus is ratification and imple-
mentation of the World Customs Organization’s revised
Kyoto Convention, which is recognized as an internation-
al standard by the global customs community. The con-
vention provides for the simplification and harmonization
of customs procedures. Seeing more countries ratify and
fully implement this agreement is an important goal.

38

Increasingly, big trade agreements are difficult to con-
clude and slow to arrive. Trade facilitation offers a large
potential payoff that can deliver benefits quickly. It
should be a top priority in the years ahead.

Chamber Recommendations

¢ The successful efforts within APEC to advance trade
facilitation should continue and serve as a model
for other world regions, such as Latin America, the
Caribbean, and Central Asia, where trade transaction
costs are relatively high.

The nearly completed trade facilitation agreement in
the Doha negotiations should be secured in a swift
conclusion of the round or implemented on a stand-
alone basis.

Governments should be encouraged to ratify and
implement the World Customs Organization’s revised
Kyoto Convention as a tool to simplify and harmonize



Oppose Unilateral Economic Sanctions

During the past few decades, Congress and the execu-
tive branch have repeatedly imposed unilateral economic
sanctions on a variety of countries in the pursuit of
foreign policy goals. With so few positive results—and
so many unintended consequences—it’s time for a fresh
look at U.S. sanctions policy.

“If goods cannot cross bovders,

avmies will.”
—Cordell Hull, Secvetary of State (1933-1944)

Unilateral sanctions cover a range of policy tools from
import bans and embargoes to restrictions on U.S. in-
vestment and expatriate activity overseas. All too often,
unilateral sanctions have been imposed for ill-defined
purposes or with little consideration of their real impact.
Rather than altering the behavior of foreign govern-
ments, these sanctions have often damaged U.S. eco-
nomic interests at home and overseas. Consistently, U.S.
unilateral economic sanctions create a vacuum that is
quickly filled by companies from Asia, Europe, or else-
where in the Americas.

Over the past 30 years, some sanctions legislation has im-
posed restrictions on commercial activity in an extraterri-
torial fashion that incites economic, diplomatic, and legal
conflicts with our allies. In the past, U.S. laws imposing
restrictions on the activities of European subsidiaries of
U.S. multinationals have met with intense resistance from

European governments. While the United States eventu-
ally lifted the restrictions, the damage to its foreign policy
goals had been done.

Not only do such moves undermine efforts to build a
consensus for multilateral action, they make the United
States more vulnerable to international commercial
complaints. They can also damage U.S. leadership by
greatly expanding the universe of entities subject to
countersanctions to include insurers, creditors, and
foreign subsidiaries.

There is no better example of the ineffectiveness of U.S.
unilateral sanctions than Washington’s policy toward
Cuba. Implemented in October 1960 to pressure Fidel
Castro to democratize, the Cuban embargo made a
martyr out of a tyrant and actually has helped prop up the
current regime. No one seriously argues that the Cuban
dictatorship could have withstood five decades of free
trade, free markets, and free enterprise, powered by its

own entrepreneurial citizens.




While the current isolation of Cuba has far outlasted its
original purpose, U.S. policies impose real costs. For
American businesses, the U.S. International Trade Com-
mission estimated in 2001 that the Cuba embargo cost
U.S. exporters up to $1.2 billion annually in lost sales.
Business and farm groups along the U.S. Gulf coast
rightly regard Cuba as a natural market, and some still
remember their lucrative sales to the Cuban market in the
years before the embargo.

A comprehensive review of U.S. unilateral economic
sanctions is overdue. From the five-decade old embargo
on Cuba to proposals for extraterritorial sanctions on
other countries, unilateral sanctions bring a host of unin-
tended and unhelpful consequences. It’s time to put an
end to these damaging policies.
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Chamber Recommendations

¢ The United States should eschew the use of unilateral

economic sanctions, which have proven to be ineffec-
tive in advancing U.S. foreign policy goals.

A good place to start would be to lift the five-decade
old embargo on Cuba, which has failed to bring
democracy to the island and arguably helps prop up
the regime.

Even more pernicious are sanctions with extraterrito-
rial reach, which undermine multilateral approaches
to global security challenges and open the United
States to countersanctions.



Adopt Talent-Oriented Immigration Policies

Faced with fierce international competition to devise the
products and services of tomorrow, companies are con-
stantly seeking access to workers with cutting-edge skills.
While many of the world’s top scientists, researchers, and
engineers are U.S. citizens, others are not.

Most advanced degrees awarded by U.S. universities in
science, technology, engineering, and mathematics are to
foreign nationals. The National Science Board estimates
that the number of U.S. citizens qualified for science and
engineering jobs will be level “at best” if current trends
continue.

The U.S. Chamber recognizes that America’s economic
progress depends on world-class education and job
training (a critical topic beyond the scope of this publica-
tion). As a nation of immigrants, it’s also critical to have
a secure and efficient immigration system that welcomes
highly educated and talented professionals to our nation.

The status quo is not working. Current limits for H-1B
visas (for highly skilled workers) and backlogs in the
employment-based “green card” program bar U.S.
employers from hiring and retaining many foreign
nationals who graduate from U.S. universities. The H-1B
cap for fiscal year 2007 was reached six months before
the fiscal year even began, marking the third consecutive
year that the cap was reached before the start of the

fiscal year. Tremendous backlogs continue to plague the
employment-based green card system, forcing thousands
of highly trained and sought-after professionals to remain
in legal and professional limbo for years.

The foreign competition for these highly educated
professionals is intense, and if U.S. employers are unable

to use this talent, our foreign competitors will. The U.S.
scientific, engineering, and health communities cannot
hope to maintain their present position of international
leadership if they are unable to hire and retain highly
educated foreign talent.

America has always prospered by welcoming the best
and the brightest from around the world. In the last 15
years, foreign nationals have started 25% of U.S. venture
capital-backed public companies, adding significant value
to the American economy. Highly educated foreign-born
professionals are one of America’s greatest competitive
advantages, and we must not shut the door on these
talented minds.

The U.S. Chamber is advocating strongly for the
continuation and expansion of both temporary and
permanent visa programs for highly skilled workers as well
as programs to help employers access the talent necessary
to compete in the worldwide economy. In this vein, the




H-1B cap should be significantly raised, or reformulated
to fluctuate with market demand, so that companies are
able to respond adequately to real-world demands. The
employment-based green card cap also needs to be raised
to reflect demand.

Just as important, processing delays and backlogs
undermine companies’ ability to use employment-
based visas to retain the talent that they need. Congress
should increase the number of permanent visas granted
for employment-based immigration to alleviate these
unnecessary backlogs. The U.S. Chamber also supports
the continued use of the L visa program for intra-
company transfers, which is an important tool for
employers to be able to move key employees for work
and training.
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Chamber Recommendations

e Because so many advanced degrees awarded by U.S.
universities go to foreign nationals, companies need
the federal government to adopt a talent-oriented
immigration policy to shore up their competitiveness.

e Current limits for H-1B visas and employment-based
“green cards” should be significantly raised or
reformulated to fluctuate with market demand, and
processing delays should be addressed.




Modernize Export Controls

America’s high-tech industries contribute to our global
competitiveness and economic security in crucial ways.
Nearly 3.6 million workers are employed in the U.S.
high-tech sector, and this sector accounted for more than
$350 billion in exports in 2007, representing nearly one-
third of U.S. merchandise exports.

These same industries are particularly affected by U.S.
export controls, which have not kept pace with changes
in global security and the international marketplace.
The U.S. Chamber believes that modernizing America’s
export control policies and practices must be a top
priority from both a national security and global
competitiveness perspective.

In addressing defense trade issues, both the
Administration and Congress must ensure that the
United States can identify and safeguard sensitive and
militarily critical technologies, facilitate deployment of
technologies to support cooperation and interoperability
with allies, and maintain U.S. technological leadership.

Unfortunately, the current system is not optimized
to support either effective defense cooperation with
America’s allies or our continued technological
competitiveness. Today, licenses are required not only for
the export of goods and services, but also for the sharing
of technical data with overseas partners and allies.

Adoption of streamlined caseload management
techniques is critical — in particular, to reduce the
number of authorizations needed for the same U.S.
government program. This would alleviate a significa
administrative burden, support effective program
management, and strengthen cooperation with our
closest allies.

In January 2008, the White House issued directives to
the Departments of State and Commerce, instructing
them to improve their licensing processes. Industry
consensus is that there have been some useful procedural
improvements, such as shorter turnaround times on
license applications and a reduction in the number of
backlogged cases.

Still, the current problems cannot be resolved simply

by processing licenses faster, especially as the caseload
continues to grow at an estimated 5%-8% annually,
topping 80,000 requests annually. The U.S. Chamber
encourages officials to build on the progress made

this year, and in particular to implement new caseload
management techniques that allow for more efficient
licensing to support the U.S. government’s own defense
and security programs.

PR,



In addition, the proposed bilateral defense trade
cooperation treaties with two of our closest allies—the
United Kingdom and Australia—establish frameworks for
streamlined licensing to support government programs.
Comparable concepts could be used to eliminate the
need for licensing for certain non-sensitive components
of a collaborative U.S. defense or security program, or
at least reduce the number of licenses required for those
program activities that are predictable and repeatable.
The U.S. Chamber urges the Senate to approve both
accords early in 2009.

The U.S. Chamber—on its own and in conjunction with
the Coalition on Security and Competitiveness—stands
ready to work with the Administration to modernize
U.S. export control policies and practices.
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Chamber Recommendations

The Commerce and State Departments should continue
to implement the export control reforms mandated by
the January 2008 presidential directives.

In addition to procedural reforms, officials should
adopt new caseload management techniques to
streamline licensing, particularly to support defense
and security collaboration with our allies.

The Senate should approve the recently concluded
defense trade treaties with the United Kingdom and
Australia early in 2009.



Percentage of

Jobs supported Jobs

Total Exports Number of Exporters that are Top Export
(billions of $) Exporters Small and byManutactued Cloated Market
e _ Exports by FDI
Alabama 14.4 3,164 80% 44,900 73,600 Germany
Alaska 3.8 735 75% 800 12,200 Japan
Arizona 19.2 6,096 88% 38,500 71,100 Mexico
Arkansas 4.8 1,971 76% 20,200 33,700 Canada
California 134.2 60,955 95% 303,100 572,500 Mexico
Colorado 14 4,746 88% 23,800 75,900 Canada
Connecticut 13.7 5,343 89% 51,200 104,900 Canada
Delaware 4.0 1,088 83% 4,100 25,200 United Kingdom
D.C. 1.1 760 n/a n/a n/a United Kingdom
Florida 44.8 42,981 95% 40,000 248,000 Brazil
Georgia 23.3 10,847 86% 64,400 173,600 Canada
Hawaii .6 742 87% 200 28,500 Japan
Idaho 4.7 1,338 88% 10,300 13,000 Singapore
lllinois 48.7 18,989 89% 128,400 243,100 Canada
Indiana 25.9 6,799 84% 103,700 148,000 Canada
lowa 9.6 2,618 81% 36,300 40,200 Canada
Kansas 10.2 2,588 84% 40,300 46,500 Canada
Kentucky 19.6 3,821 17% 47,600 91,000 Canada
Louisiana 304 3314 84% 18,300 49,700 Japan
Maine 2.7 1,800 86% 8,600 24,400 Canada
Maryland 8.9 5,002 86% 14,900 104,100 Canada
Massachusetts 25.3 9,998 89% 81,200 173,000 Canada
Michigan 44.4 12,517 89% 141,500 195,500 Canada
Minnesota 18.0 6,894 87% 59,000 86,500 Canada
Mississippi 5.2 1,606 72% 21,000 25,700 Canada
Missouri 134 5,038 84% 49,100 85,700 Canada
Montana 1.1 1,082 87% 1,800 6,800 Canada
Nebraska 42 1,643 79% 13,000 18,700 Canada
Nevada 5.7 2,098 87% 6,400 35,900 Switzerland
New Hampshire 2.9 2,249 87% 16,300 37,100 Canada
New Jersey 30.5 17,494 92% 50,500 230,500 Canada
New Mexico 2.6 1,551 82% 7,000 14,200 China
New York 69.3 34,225 94% 100,600 389,300 Canada
North Carolina 23.3 8,616 86% 87,400 209,400 Canada
North Dakota 2.0 1,258 84% 3,300 8,300 Canada
Ohio 42.4 14,147 88% 174,300 213,300 Canada
Oklahoma 4.5 2,630 83% 26,300 35,900 Canada
Oregon 16.5 5,048 88% 35,300 44,000 Canada
Pennsylvania 29.1 13,337 88% 108,200 249,000 Canada
Rhode Island 1.6 1,630 87% 9,500 19,500 Canada
South Carolina 16.6 4,808 81% 72,200 114,300 United Kingdom
South Dakota 1.5 851 80% 4,700 6,700 Canada
Tennessee 21.8 5,715 80% 62,400 140,300 Canada
Texas 168.2 29,995 92% 185,000 368,200 Mexico
Utah 7.8 2,581 85% 16,600 34,600 United Kingdom
Vermont 3.4 1,155 86% 9,400 9,800 Canada
Virginia 16.9 6,182 83% 41,100 150,800 Canada
Washington 66.3 9,926 90% 104,200 88,200 China
West Virginia 4.0 827 12% 10,100 19,900 Canada
Wisconsin 19.2 7,213 87% 86,600 87,200 Canada
Wyoming .8 357 74% 1,000 8,000 Canada

Source: Trade Stats Express (2007), Census (2006), U.S. Department of Commerce (2006).
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U.S. Chamber of Commerce International Division

The U.S. Chamber of Commerce is the world’s largest business federation, representing more than

3 million businesses of every size, sector, and region. The Chamber promotes international business
opportunities for its members and champions private enterprise, free markets, and a level playing field
for U.S. business around the globe.

Located directly across Lafayette Park from the White House, the Chamber maintains a professional
staff of more than 500 policy experts, lobbyists, lawyers, and communicators. The International
Division has a staff of more than 70 policy experts and advocates based in Washington, D.C., as well
as in Athens, Beijing, Berlin, Brussels, Moscow, New Delhi, Seoul, Shanghai, and Sio Paulo. Key
assets also include the following:

American Chambers Abroad—The Chamber Federation includes 112 American Chambers of
Commerce in 99 countries grouped together in four regional groups: the Association of American
Chambers of Commerce in Latin America (AACCLA), the Asia-Pacific Council of American
Chambers of Commerce (APCAC), the European Council of American Chambers of Commerce
(ECACC), and the Middle East Council of American Chambers of Commerce (MECACC).

Business Councils—The Chamber provides additional commercial advocacy through its business
councils focused on Bahrain, Brazil, Hong Kong, India, Korea, Pakistan, and the United Arab
Emirates. It also hosts a Space Enterprise Council devoted to space commerce advocacy.

Center for International Private Enterprise—CIPE is a Chamber affiliate that helps emerging-
market nations develop the free market practices and democratic institutions they need to succeed in
the global economy.

TradeRoots—TradeRoots is the nation’s only sustained grassroots trade education program
supporting open trade legislation and helping chambers, communities, and governors assist small and
medium-size companies expand into the global marketplace.



1 U.S. Department of Commerce and U.S. Department of Agriculture, respectively.
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