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1

2 MR BAN. Al right. Good norning, everyone,
3 and welcone to this public hearing on pronoting supply
4 chain resilience convened by the Ofice of the United
5 States Trade Representative. |'mVictor Ban, Specia

6 Counsel at USTR

7 MR, GUNDERVANN: |'m Chris Gunder mann,

8 Director of Intergovernnental Affairs and Public

9 Engagenent.

10 MS. OETKEN: |'m Jennifer Cetken, Director

11  for Labor Affairs at USTR

12 MR. BAN. On behalf of our colleagues at USTR
13 and our partners across the interagency, | want, first
14 and forenost, to express our sincere gratitude to our
15 wtnesses. Thank you for taking the tine out of your
16 day to participate in this public comment process, and
17 for sharing your views at this inportant inflection

18 point in the devel opnent of U S. trade policy. |'Il

19 note for the record that we're joined today renotely
20 just via audio by a few col | eagues from USTR and from
21 the interagency, not fromthe public, but they're just
22 listening in renotely from Washi ngton.
23 Before we get started, I'Il offer some brief
24  opening remarks. First of all, USTR s Federal Register
25 Notice of March 7th, provides an overview of how the
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1 agency understands supply chain resilience, and its reges
2 significance within a broader shift in U S. trade and
3 investnment policy away froma focus on short-term cost
4 efficiency and tariff liberalization. As the notice
5 explains, the question of how to enable supply chains
6 to bounce back quickly after crises or disruptions is
7 inportant, but it's only one dinension of resilience.
8 For USTR, supply chain resilience is nmultifaceted,
9 enconpassing transparency, diversity, security, and
10 sustainability. So what does this broad vision of
11 resilience nmean in practical ternms when it comes to
12 fornulating trade and investment policy?
13 That's why we're here today. W want to
14  understand fromall of you where the challenges and
15 pain points are and where potential solutions may lie,
16  whet her through existing trade tools or new ones.
17 Inportantly, we don't want to limt this hearing or the
18 public comrent process nore generally to USTR s
19 existing trade policy strategies and approaches. W
20 certainly wel come any discussion of existing tools.
21 But USTR s invitation was nore open-ended, and we
22  wel cone bl ue sky thinking about possibilities for the
23  future. Thank you all for accepting that invitation
24  and for joining us here today.
25 That brings me to ny last point. Amd al
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1 the heightened policy interest in supply chain reoed
2 resilience, it's inportant that we, as the federal

3 governnment, recognize that the actual building of

4 supply chains isn't the sole work of the governnent.

5 Rather, supply chains are born through the collective
6 efforts of workers, businesses large and small,

7 comunities, and civil society, enabled by sound

8 government policy. W need your partnership and

9 expertise to devel op thoughtful and durable policies
10 and to help all Anericans prosper and thrive.

11 In this spirit, in addition to this hearing,
12 we convened in Washington, D.C., four weeks ago for a
13 public hearing, and we then held a hearing in St. Paul,
14 Mnnesota. And additionally, |ast week, we convened
15 wvirtually for a third public hearing.

16 Thank you again for being here and for

17 working with us in this endeavor.

18 MR, GUNDERVANN: Just a few process points
19 before we get underway. The agenda for today will --
20 is posted on the USTR website. You can just go to
21 ustr.gov, and under trade topics, you'll see a tab for
22  supply chain resiliency. And the agenda is |inked on
23 that page.
24 Second, the run of showis that we'll first
25 receive all testinmony fromthe wtnesses in
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1 al phabetical order as shown on the agenda. This wll
2 ensure that each witness can speak for the allotted
3 eight mnutes before we nove on to questions. In
4 responding to questions, do please try to be concise so
5 that we can proceed and hear fromall wtnesses for
6 both panels. A word about transcripts. W have a
7 court reporter joining us -- joining us today who wl|
8 prepare a transcript of today's hearing. USTR intends
9 to post this transcript on our website as soon as
10  possible after the conclusion of this hearing, and
11 given that we are preparing a transcript, please try to
12  speak clearly. And so before -- and so before we begin
13  your testinony, please state your nane and introduce
14  yourself. Note that l[ast week we posted the transcript
15 for the D.C. and St. Paul hearings.
16 After the hearing, our docket will remain
17  open until June 4th to receive post-hearing comments.
18 Note that, as provided in our April 3rd Federal
19 Register Notice, "USTR will permt any person to submit
20  post-hearing comments so |ong as the comments respond
21 to testinony provided at any of the four public
22 hearings in this proceeding." So any person includes
23 not only the testifying wtnesses, but also anyone here
24  who isn't testifying. You're all welcone to submt
25 comments if you want to respond to anything stated
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1 during this hearing or any other public hearing. IfP%EG
2 any witnesses are asked questions that require further
3 research or factual information, it's also acceptable
4 to state that you'll respond and follow up with a post-
5 hearing comment.

6 And lastly, | want to acknow edge, though

7 he's not here, the tremendous contributions of George
8 Crews of the CGeneral Services Adm nistration for his

9 diligence and support in nmaking this hearing cone

10 together. W are deeply appreciative of the GSA's tine
11 and location, so thank you very nuch.

12 MR BAN Geat. Wth that, I'll turn it

13  over to the chair of our first panel.

14 MS. OETKEN. (kay. Again, |I'mJennifer

15 Cetken. I'mDirector for Labor Affairs at the U S.

16 Trade Representatives. |'mgoing to be chairing this
17 first panel. W wll have five mnutes of testinony
18 fromeach of our witnesses, and then we'll nove on to
19  about 20 m nutes of question and answer.
20 So we'd like to begin wwth M. Giffith.
21 If you want to start your testinony.
22 MR CRIFFITH  Sure. Thank you. And -- and
23 good norning, everyone. | want to thank you all for
24 inviting nme to speak on this very inportant topic. M
25 name is Brendan Giffith, and I"'mthe chief of staff at
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1 the New York City Central Labor Council, AFL-C O reee
2 As you know, New York Gty and the

3 surrounding areas are a nmjor economc hub for an

4 incredibly diverse nunber of businesses, workers, and
5 producers who are part of the global supply chains and
6 beneficiaries of international trade and investnent.

7 So we understand in New York Gty, the inportance of

8 international trade to our local, our state, and our

9 national econom es.

10 For too long, our nation's trade and

11  investnent policies largely reflected the influence of
12 powerful corporate interests. They protected what's
13  inportant to Corporate America but did little to

14  nothing to safeguard the rights of workers and the

15 environnment here and around the world. In the nane of
16 greater economc efficiency, they fueled a race to the
17 Dbottomin wages and standards, where workers everywhere
18 lost. Let me share sonme sobering statistics.

19 According to the Bureau of Labor Statistics,
20 fromthe passage of NAFTA in 1994 through 2018, New
21  York State lost 391, 658 manufacturing jobs. This
22 figure is for total manufacturing enploynent, so it
23 takes into account both jobs created by exports and
24  jobs displaced by inports. During the same period,
25 123,855 workers in New York State were certified as
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1 having lost their jobs due to inports or offshoringPage8
2 under the Trade Adjustment Assistance Program

3 That is why the New York Gty Central Labor

4  Council, AFL-CI O has opposed and worked to def eat

5 corporate-dom nated trade deals, |ike the Trans-Pacific
6 Partnership, or TPP. It is also why we strongly

7 support the Biden admnistration's worker-centered

8 trade policy that supports good jobs at hone and

9 sustainable devel opment abroad. And we especially

10  appreci ate Anbassador Tai's enphasis on enforcing our
11 trade laws al ready on the books to address unfair trade
12  practices that create an unlevel playing field for

13 workers and donestic producers.

14 As this current investigation notes, high-

15 standard trade agreenents and full enforcement of our
16 trade laws are vital to creating nore sustainable and
17 resilient supply chains. In New York Gty, we all too
18 well renenmber the shortages of personal protective

19  equi pnent faced by our heal thcare workers, including
20  unionized nurses and others, and all of workers on the
21  front lines. So I'd like to commend the adm nistration
22 for connecting the dots between trade policy and
23 rebuilding our nation's manufacturing base, especially
24 in sectors that are critical to our economc and
25 national security. W sinply cannot afford to |ose the
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1 ability to produce PPE, |ifesaving drugs, and otherPageg
2 products in the name of corporate efficiency.

3 Let me wap up with some thoughts on the

4 inportance of sustainable and resilient supply chains

5 tothe green energy transition. |'mproud to say that
6 New York City and New York State are |eaders in

7 promoting a just transition to clean energy that

8 creates good union jobs. One exanple I'd like to

9 highlight is the project |abor agreenent signed between
10 the New York City Building & Construction Trades

11 Council and offshore wi nd conpany call ed Ecuador --

12 Equinor. As a result of this agreenent, some of New
13  York's first offshore wind hubs will be built with

14  union labor. This is the kind of high-standard trade
15 and investnent that we need nore of to ensure our green
16  energy supply chains and projects are resilient and

17  sustai nabl e.

18 Let me stop here, and | look forward to any
19 questions you mght have. Thank you.

20 MS. CETKEN:. Thank you.

21 Now we' Il go to the testinony for M.

22 \\i nhol d.

23 MR, VEINHOLD: Good norning. Thank you for
24  providing nme the opportunity to testify. M name is

25 Wl liam Winhold. |'"mthe plant chairman of UAW Local
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1 74. | traveled just over 1,000 mles to join you reoe o
2 today. I'mfromthe heartland of this country in

3 Otumva, lowa, and | work at the -- at the John Deere

4  Otumva Works. We've built agriculture equipnent in

5 Otumva for 113 years strong. W are proud of that

6 fact. |'ve worked at John Deere for 20 years. |

7 started at Gtumva Wrks when | was 33 years young. |
8 come fromthe skilled trades and started at John Deere
9 as a machine repairman. Two of ny sisters, my brother-
10 in-law, and ny sister-in-law al so work at John Deere

11 OQtumva Works. The union jobs we fought for at Otuma
12 have sustained ny famly and will continue to long into
13 the future.

14 We've had a union in Gtumva since 1942.

15 That's 82 years running. For generations, our union

16 has fought to secure high wages, good benefits, and job
17 security for the now 600 workers at the Gtuma plant,
18 and nearly 12,000 union workers at the John Deere

19 plants across lowa, Illinois, Kansas, and John Deere
20 distribution centers in Colorado and Georgia and
21 Illinois.
22 In Gttumava, my union brothers and sisters and
23 | build hay balers, forage harvesters, and w ndrowers.
24  They're the massive pieces of farm equipnment that you
25 see in the fields when you drive by different fields in
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1 --inthe Central Anerica. Qur worker ensures thatPageu
2 this country has food on the table and gas at the punp.
3 Anerican farnmers and the crops they produce rely on the
4 union labor for reliable, state-of-the-art equi pnent

5 and make possible the nearly 400 mllion acres of

6 farmand they cultivate every year using the machines
7 that we nmake, touching everything fromthe ethanol in
8 our gas, the feed for our livestock, and the starches,
9 oils, and sweeteners in our food. UAWnade farm

10 equipnent is the central link in the supply chain.

11 But as | hope to denonstrate today, the

12 strong link of union workers that drive the supply

13 chain is and has al ways been under constant threat of
14  Dbreaking. The present, yet rarely nentioned, culprit
15 is corporate greed and a billionaire class that weld
16 it. Qur link is whittled away wth every outsourced
17 job and with every threat of offshoring nmore. The

18 corporate conduct is a clear and present danger to

19  supply chain, and the days of getting off scot-free
20 must cone to an end.
21 The UAW-- UAWTfirmy believes that a
22 resilient supply chain should be built fromthe bottom
23 up. Because of the central role the union workers
24  occupy in the donmestic food chain -- supply chain, our
25 nation's trade negotiations, enforcenent, and overal
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1 trade policy nmust pronote supply chain resilience b?melz
2 putting these workers, workers like ne, first, before

3 all other conpeting consideration. The primary goal of
4 our trade policy nust be to protect and expand the

5 domestic workforce against the corporate actors that

6 seek to cut wages, bust unions, and offshore jobs.

7 Wth our historic standup strike, the menbers
8 of the UAWnot only provide -- or proved that -- their
9 inportance to the supply chain, but we also provided a
10 nodel for what the effective trade policy could be.

11 Wen UAW nmenbers wal ked off the job, we shut down the
12 auto industry, disrupted the econony of billionaire

13 class, while also raising the standards of workers

14  across the industry at non-union autonakers. W even
15 forced the conpany to reopen a plant instead of

16  shipping jobs to Mexico. |t was working people

17 standing together that prevented the conpany from

18 offshoring 1,200 union jobs fromlllinois to Mexico.

19 Qur nation's trade |aws provide no --
20 resource -- recourse. That needs to change. OQur
21  strike showed the corporate actors will never do what
22 is best for the country and the American workers on
23 their own. Corporate Anerica only responds to economc
24  consequences for their destructive behavior. Qur trade
25 policy nust deliver real econom c consequences to a
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1 conpany if it decides or threatens to close a plantp?§ﬁ3
2 offshore jobs.

3 We can see this nost acutely at John Deere.

4 In 2021, 10,000 UAW nenbers waged in a nonth-1ong

5 strike for a new six-year contract. W beat back the
6 conpany's offers to make our jobs |ess secure, and

7 consequently to make our supply chain less reliable.

8 W won 20 percent wage increases to return -- and we

9 returned to cost-of-living adjustnents, and we kept our
10  pensi ons.

11 But with every victory the workers

12 collectively achieve, our country trade policy offers a
13 trunp card. It allows corporate actors to seek |ower
14  costs el sewhere, while still benefiting fromthe U S.
15 market, despite being used to toil crops on the

16  Anerican soil. The nachines we build are increasingly
17  being noved fromour plants to be built in -- at

18 factories in Mexico. Just a few nonths after we

19 ratified our contract following the '21 strike, John
20  Deere announced it was shipping tractor cab and nower
21 conditioners to Mexico.

22 At that time, we were told that the USMCA

23 would help prevent this fromhappening in the future.
24 W were told the trade agreenment would hel p bl ue-collar
25 workers like us. Unfortunately, we are still waiting.

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

USTR- PROMOTING SUPPLY CHAIN RESILIENCE
Hearing on 05/28/2024

1 Unfortunately, tw years later, we are back here toPagem
2 report nore offshoring and the [ oss of nore jobs at

3 John Deere.

4 Just since March of this year, John Deere has
5 announced | ayoffs of over 650 workers at our plants

6 across the country, and instead of working with our

7 union or even giving us advanced notice, the conpany

8 has staggered these |ayoffs to avoid the threshold for
9 conpliance with the state and federal WARN Act

10 requirements. This threat of offshoring is ever-

11  present in the working people. Every time we try to
12 fight back and organize or bargain for a better deal

13 the billionaire class threatens to offshore our jobs
14  and destroy the comunities. It is economc terrorism
15 plain and sinple.

16 We cannot have a resilient supply chain when
17 corporate actors are free to underm ne the gains that
18 workers achieve together. W denmand a conprehensive
19 approach to both trade and industrial policy that puts
20  workers first. The USMCA's six-year reviewis two

21 years away. W have 24 nonths to decide whether the
22  working people of this country are best served by a

23 trade regine that offers a race to the bottom pitting
24  workers here against workers in Mexico, or whether we
25 need a different approach.
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1 As the Biden admnistration considers itsPagem
2 next course of action, we hope you | ook to our fight at
3 John Deere, to the scores of other exanples across this
4 country where the working-class communities are |eft

5 picking up the pieces of a shuttered plant, and resolve
6 to never let it happen again. | welcone any of your

7  questions.

8 MS. OETKEN:. Thank you so nuch for your

9 testinony.

10 | amgoing to start with a question for both
11  of you. Just to reiterate, we really appreciate you

12 taking the time to -- to testify today. So the -- the
13 first question | have is whether or not you have

14  suggestions for how the U S. governnent can better

15 incorporate worker and comunity voices into its

16 policies on resilient supply chains?

17 MR GRIFFITH So yet -- | -- | -- first |

18 wll say, you know, I am-- | am you know, a |ocal

19 advocate, part of a large infrastructure through the
20  AFL-CIO and a nore robust one, so | think ny answer
21  will be somewhat limted, but | can certainly expand on
22 it in -- in coments after the hearing.
23 You know, | will say that hearings like this
24 are -- are -- are very inportant to have workers'
25 voices represented, and -- and, you know, working for
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1 the AFL-CIQ | can certainly appreciate nmy role, bu?agem
2 nost inportant, | think, is having workers on the front
3 lines of this, like -- like the UAWwho are here, M.

4  \Weinhold, who is here, to speak to the very personal

5 experiences that happen when we deal with trade that is
6 not favorable to donestic production, to donestic

7  workers.

8 MR, VEINHOLD: Coul d you repeat that

9 question, please?

10 MS. CETKEN:. Yeah. Just whether or not you
11  have any additional suggestions for how the U S

12 governnent could better incorporate worker and

13 community voices into our -- our trade policymaking?

14 MR VEINHOLD: | think just allow ng

15 testinonies |like nyself at hearings like this is a big
16  advocate for our voices to be heard.

17 MS. OETKEN. Geat. Another question that --
18 for -- for either of -- of the witnesses, if you have
19 any additional recommendations how -- for how our trade
20 tools and policies could be utilized to respond to

21  supply chain challenges, or when we have supply chain
22 crises?

23 MR GRIFFITH Sure. You know, | would just
24  put a very strong enphasis on enforcenent. You know,
25 the rules that exist are only as good as their ability
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1 to be enforced and to have very specific repercussi%ar?sel7
2 when those rules are not followed. |If there is not

3 only an unfair -- if there is an unlevel playing field,
4 excuse ne.

5 If there is an unlevel playing field, then

6 donestic production, domestic workers are going to be

7 comng frombehind in the first place. And | would

8 also just suggest that beyond creating a | evel playing
9 field, ensuring that there is a robust investnent in

10  donestic manufacturing to help stinulate markets.

11 M5. CETKEN. And then one -- one fina

12 question fromme is -- and this is really com ng out of
13 the -- the Federal Register Notice question, but if you
14  have any additional recomendations that you would |ike
15 to nake today or in additional witten testinony about
16 how U. S. trade and investnment policy can pronote a race
17 to the top in terns of stronger |abor and environnental
18 protections?

19 MR GRIFFITH  You know, | would just refer
20  to ny previous answer, and say that | can certainly
21 expand upon that in comrents after the hearing.
22 MS. CETKEN: Thank you so nuch.
23 Victor, did you have any additiona
24  questions?
25 MR BAN. Yeah. | do. So thank you both,
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1 first for your testinony, echoing M. Cetken. rages
2 M. Winhold, so |l -- 1 -- | know you have

3 been at John Deere for a few decades now, and | am

4 interested in understanding a bit about how you make

5 what you nake at -- at your job.

6 Ddthe -- do the supply chains that support
7 your work, are they running primarily through the US.,
8 or are there inports that enable you to manufacture at
9 your facility, if you could speak to that?

10 MR. VEEI NHOLD: Yeah. So we have both. And
11 soin the last few years, the inported parts that we

12 are bringing into our facility have set us back on

13  being able to do production and get the product out the
14  door that we need, just because the supply chain had

15 slowed down and there was no way to get parts to us,

16  which, in turn, we made | ess nmoney at that tinme because
17  we wasn't able to work. W were laid off at different
18 tines because parts availability was it -- it wasn't

19 there.
20 MR BAN. And the disruptions were related to
21  COVID or other factors.
22 MR VEINHOLD: It started with COVID back in
23 '19, and then things just slowmy have started to get
24  better. But it was a two or three-year delay since
25 that happened that we were having supply chain issues,
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1 and it directly affects our profitability when we CZﬁP€9
2 put products out the door.

3 MR BAN. And is there any nove to -- to

4  reduce the amount of dependency on inports or to

5 shorten those supply chains, that you are aware of ?

6 MR VEINHOLD: Not that | amaware of. W

7 have brought it up to senior |eadership at the conpany
8 that, you know, we probably need to in source sonme of

9 this work that we have outsourced so that we have it

10 available here, but they can get it done cheaper

11  somewhere el se, so.

12 MR. BAN. Aside fromavailability, are there
13  other concerns that you have seen from your vantage

14 point in ternms of potentially risk or quality of

15  supply?

16 MR, VEINHOLD: So we have seen quality issues
17  when we noved product to Mexico before on our LSB, and
18 we were getting sone of those products back, and the
19 quality was terrible. W ended up insourcing sone of
20 that work back into our factory.
21 It -- it just nakes it tough to bargain for
22 good wages when you got sonmebody on the other side that
23 can undercut everything and we can get it all done
24  cheaper and the corporations can maintain their
25 profitability and the workers get nothing except for
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1 loss of jobs. rages0
2 MR. BAN. And you nentioned LSB. Can you

3 spell that out?

4 MR, VEINHOLD: That is the large square baler
5 that we build.

6 MR, BAN. And you testified earlier that --

7 that certain supply chains or products have noved

8 offshore already, even in recent years. Wat is your

9 sense of the reason for the portion that hasn't noved,
10 that -- that has remained in the U S.? Do you

11  understand those products to be special or

12 differentiated in sone way that has enabled themto

13 stay here?

14 MR, VEINHOLD: No. Not necessarily, and the
15 fear is always there that those will move right al ong
16 wth everything el se.

17 MR BAN. So you testified about recent

18 novenents to Mexico, in particular. Are you aware that
19 the products are -- that are manufactured there have
20 already begun serving the U S. narket or are those --
21 is that production still in -- in the process of

22 ranping up?

23 MR VEINHOLD: It is -- right now, they are
24  just getting ranped up down there. | amnot even sure
25 that they have been able to put a quality machine off.
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1 Their production is quite a bit |ess than what our rages
2 production rates are, so | don't know that they have

3 been able to produce quite as nuch as we are.

4 MR. BAN. And do you have a sense of whet her
5 what is made at your particular facility is destined

6 primarily for export or for the U S narket's use?

7 MR VEINHOLD: | think the nost part, it is
8 for the U S market.

9 MR BAN.  Ckay.

10 MR. GUNDERVANN: | just have two quick

11  questions that | amcurious for both of your thoughts
12 on.

13 The first one is Rapid Response Mechani smin
14 the USMCA. | think it was a novel inclusion and

15 curious how you think that is working, how you would
16 |like to see that nodified, or expanded, or used in the
17 future, nore teeth. Any thoughts? Mybe both of you
18 can go -- go to the first.

19 MR GRIFFITH Now !l wll be honest. | am--
20 | amquite -- not quite so famliar with that and --
21 and would need to do nore research and -- and reply
22 after the hearing.
23 MR GUNDERVANN:  Ckay.
24 MR VEINHOLD:  Sane.
25 MR. GUNDERVANN: And then just my second
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1 question is just one Anbassador Tai |oves to ask rages2
2  whenever she is nmeeting with folks. | amcurious how
3 COVID has led to |lasting changes, or any |essons you

4  have learned at your plant, or in your |abor council,

5 nore broadly, going forward as we nove into a new

6 paradi gmof thinking about outsourcing, reshoring. How
7 has that changed?

8 MR, VEI NHOLD: You can go ahead first, if you
9 would Iike.

10 MR GRIFFITH  Sure. You know, | -- | think
11 that being on the ground in New York Gty during COVID
12 and in -- in ny remarks, | wote -- referred to a -- a
13 lack of PPE really showed -- showed what | think people
14  who are not in the [abor novenent, that -- that

15 essential workers are really essential workers. |f you
16 are in the | abor novenent, | think that we always

17  understood that healthcare workers, grocery store

18 workers, workers who are -- are, you know, public

19 facing on the front line of the econony have al ways
20  been essential.
21 But COVID nade that clear in a way | think
22 many did not really -- did not realize. That being the
23 case, | -- | think we are also comng to a place where
24  we can acknow edge that society has short menories, and
25 that workers are being continuously displaced, and --
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1 and that designation of essential has since been ragess
2 forgotten by many.

3 We also know that -- | think, that working

4 people realize that just having a job, you know, and it
5 is not a good job, is not enough. Wbrkers deserve good
6 jobs with fair pay, good benefits with, you know,

7 upward nobility, and COVID really showed that, you

8 know, the -- there is certainly a recalibration of

9 values that we -- working people deserve nmore. Working
10 people are finding their voices. W are seeing

11 organi zing throughout this country.

12 M. Weinhold referred to the fight at the

13 UAW That was a fight that was not just for workers at
14 the UAWat those three plants and not just for UAW

15 workers at other plants, but for workers across this
16 country. And we are seeing that in many other places.
17 \Wile not solely a result of COVID, | think COVID

18 certainly allowed workers to find their power, find

19 their voice, gave a glinpse to society of the val ue of
20  working people, and nowit is up to the | abor nmovenent
21 to nmake sure that that value is not forgotten.

22 MR, GUNDERMANN: Can | add -- ask one quick
23  foll owup?

24 MR CRIFFITH  Sure.

25 MR. GUNDERVANN: \What changes are you seeing
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1 in how the |abor novenent is noving forward or nem1pﬂﬁ24
2 strategies or techniques based on the increased

3 enphasis they got during COVID?

4 MR GRIFFITH Again, | think we are we -- we
5 are seeing a lot of worker-led efforts in ways that we
6 haven't before, and | think that's just a wonderful

7 thing. You know, the voices of workers who are day in
8 and day out experiencing the struggles that come from
9 you know, various policies' inclusion, and why we are
10 here, and trade policy, that are seeing the negative
11 effects of saying that we are not going to -- we are
12 not going to stand for this anywhere. W are going to
13 fight back. Qur voice is as inportant as any voice at
14  a corporate board neeting.

15 MR VEINHOLD: | would just piggyback off of
16 what he said, honestly. COVID -- the attrition rates
17 in the factory during COVID, we ended up with a | ot of
18 people that didn't necessarily want to work, | guess.
19  You start bringing people in. They didn't work very
20 long, and they were gone, and the attrition rates were
21  just crazy. W couldn't get people trained. W
22 couldn't get people into the factory. Everybody was
23 trying to get sonmebody to work for them so the nunber
24  of people that we could get at one tine was terrible.
25 | mean, we couldn't even find workers, and then the
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1 workers that we did get at that tinme weren't the be;?QeZS
2 workers in the world, | guess. It set us back quite a
3  bit.

4 We still struggle now. W hired extra people
5 back in those times to cover the attrition and to cover
6 the people who were going to be gone and things |ike

7 that, and we carried that burden of those extra workers
8 for awhile. And now, when we started noving all this
9 stuff to Mexico, then we had to start |aying people off
10 and getting rid of jobs in the -- in the factory.

11 MR GUNDERMANN:  That's all | have.

12 MR BAN. M. Giffith, a few questions, if I my. So
13 you testified about the case of Equinor, | believe,

14  this offshore wind project and the PLA that -- that

15 canme with that.

16 Can you unpack that a bit for us and explain
17  how that success canme to be and some of the key factors
18 that have played into it?

19 MR CGRIFFITH Sure. Yeah. | -- yeah. As -
20 - as an agreenent that was made | ocally between the New
21 York City Building Construction Trades Council and
22 Equinor, | think, one of the nore significant factors
23 is that, you know, the preval ence of union construction
24 in -- in New York City and the high degree of training
25 that goes into it.
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1 VWhile this is a new industry comng to thzzige26
2 United States, New York Gty unions have the

3 infrastructure to ensure that their workers have the

4 training and the skills necessary to put out a -- a

5 quality product. And | think that's one -- one

6 significant aspect of it.

7 You know, | -- | think that, you know,

8 another part of this is a realization from

9 nmultinational conpanies that there is just -- there is
10 no -- there is no workforce that can conpete with

11 unionized | abor when it comes to, you know,

12 construction of -- be it wind farns or anything el se.
13 Union labor gets it done successfully, gets it done

14 with quality, gets it done the first tinme.

15 MR. BAN. Thank you. You also testified

16 about rather striking job loss data that | believe you
17 attributed to the period post-inplenentation of NAFTA,
18 and | believe those were New York statew de data.

19 MR &RIFFITH  Yes.

20 MR, BAN. Do you have any sense of the

21  sectoral breakdown within those nunmbers, if some

22 sectors were -- were inmpacted nore than others within
23 the state?

24 MR CRIFFITH | -- | don't, and | don't want
25 to misspeak, but | can certainly respond in the
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1 coments after the hearing. rases
2 MR. BAN. Relatedly, do you have any sense of
3 going -- building on M. Winhold s testinony, do you
4  have any sense of whether the trends have changed in

5 recent years, in particular after the conclusion of the

6  USMCA?

7 MR CGRIFFITH You -- | -- | -- | can't refer

8 to specific nunbers. | don't have that know edge.

9 What | would say, which -- and probably sonewhat nore
10 than anecdotally, is that the attitudes have changed,
11 and | think there's still a lot of work to be done for
12 the trends to be noving in the direction that we want.
13 As M. Weinhold explained, there's still a nunber of
14  struggles for donestic manufacturing that we have to
15 get through, but | know, you know, partnership between
16 the | abor novenent, between pro-|abor governnent, and
17  between U.S. donmestic manufacturers that, you know,

18 want to help contribute to a domestic econony and a

19 thriving -- thriving workforce, we -- we can work on
20  those chall enges.

21 MR. BAN. Thank you. And one final question,
22 if | may. This relates to your testinony about the

23  Equinor project, but of course, the -- the Biden

24 administration has -- has provided nuch support to our
25 domestic clean energy sector through the I RA and ot her
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1 nmeasures. Have you noticed any inpact of that herePage28
2 fromwhere you sit in New York? Are -- are there nore,
3 for exanple, construction projects relating to the

4  energy sector?

5 MR GRIFFITH | -- | would say offshore w nd
6 certainly stands out as an exanple in the -- in the

7 local New York area. Beyond that, | would -- | would

8 want to do nore research, and then -- then respond in

9 the coments afterwards.

10 MR, GUNDERVANN: One additional question off
11 of that is, going forward, we have seen that

12 investnent. Not referring to any specific figures, but
13 what would you like to see going forward as we continue
14 to -- |IRA noney continues to be unfurled and spent and
15 factories are built. \Wat have you seen that's been

16 good so far, and what has been | acking?

17 MR CRIFFITH Sure. | -- 1 think the nost
18 inportant -- one of the nost inportant parts of this is
19 that it's tied to -- to very strong worker protections.
20 You know, all of the investments have to be tied hand
21 in hand with the creation of good jobs. Whether, you
22  know, it's in New York City or beyond.
23 If that's not the case, then all we're doing
24 is continuing, and | -- | believe the idea of the
25 virtuous cycle mght have been referred to before, but

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

USTR- PROMOTING SUPPLY CHAIN RESILIENCE
Hearing on 05/28/2024

1 we're -- we're looking at a vicious cycle where me'?%ﬁzg
2 pronoting |ow road jobs where, you know, conpanies are
3 sinply looking at profit as the primary notivator with
4 no consideration for those fol ks that are working for
5 them

6 MS. CETKEN. | have -- | have one question

7 for -- for either of the -- the w tnesses.

8 Woul d you consider |abor to be an essentia

9 conponent of supply chain resiliency? O -- yeah.

10 MR CGRIFFITH Yes. Enthusiastically, yes.
11  And labor -- labor needs a seat at every table. You
12 know, a strong |abor novenent, strong worker

13 protections, the ability for workers to formunions are
14 integral to supply chain resiliency.

15 MS. OETKEN:. Any -- any final questions?

16 MR. GUNDERVANN:  Not hing from ne.

17 MS. OETKEN. Ckay.

18 MR. GUNDERVANN: Unl ess there are any ot her
19 thoughts on the infrastructure investnents that you've
20  been seeing over the past couple of years, 1'd love to
21  hear them Anything that hasn't been touched on, on
22 clean energy.
23 MR GRIFFITH No. | --1 -- again, | --
24wl include nore information and comments after this,
25 but | do want to say that | appreciate the opportunity
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1 to testify. Thank you. rages
2 MS. CETKEN. Well, thank you so much. That

3 concludes our -- our questions. Thank you for your

4 responses and for taking the time to meet with us

5 today.

6 MR BAN. We'l| take a brief break and go off
7 the record for a fewmnutes and transition to our

8 second panel. Thanks.

9 (OFF THE RECORD)

10 MR BAN: Back on the record at 10:53 a. m

11 Al right. So we are a few mnutes ahead of schedul e,
12 but seeing as all of our witnesses are here, | think
13  we'll go ahead and kick off Panel 2.

14 Once again, Victor Ban, Special Counsel at

15 USTR, and this is our second of two panels in New York
16 CGty. W wll go ahead and get started. As before,

17 we'll proceed in the order shown on the agenda, and

18 we'll be hearing froma w de range of w tnesses and

19 sectors.
20 So without further ado, we'll go ahead and
21 get started wwth M. Boring. You have the floor.
22 MR, BORING Thank you. | appreciate the
23 opportunity to provide testinmony here today. M nane
24 is Trey Boring. | ampresident of IMS Worldw de, Inc.,
25 which is a privately held consulting firmthat works in
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1 international supply chains, focusing a |ot on U.S.Page31
2  bonded prograns, specifically the Foreign Trade Zone

3 programrun out of the Department of Commerce.

4 What | wanted to offer up today is really

5 just some of the experiences that we -- we've had with
6 clients related to supply chain disruptions and the

7 nature of what causes those. What | like to explain to
8 clients, and to anyone, is that a supply chain is just
9 like any other systemthat you build. Systens are

10 fragile, and they are susceptible to disruption points
11  based on many factors. But when you disrupt that --

12 those supply chains, what you disrupt is, generally,

13 econom c inpacts to conpanies, to society, and to

14  enpl oyees, as we heard fromthe first panel.

15 These disruptions are what we would |ove to
16 avoid at any cost, but there are factors sonetinmes that
17 you can't. One of the things that we | ook at is that
18 supply chains are really built on a -- a few factors.
19 I'll paraphrase with some here that -- the availability
20 of resources is one of those factors. Costs,

21  obviously, is another. Existing trade agreenments and
22 trade policies are also elenments that drive conpanies
23 to build supply chain nodels. And any inpact to any

24  one of those, obviously, will cause a potential

25 disruption in what the conpany experiences.
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1 We very often say that supply chains are rages2
2 inpacted nost recently by tariff regines, 301ls, 232s

3 that were inplenmented in the previous adm nistration.

4  Pandem cs. Qoviously, the pandemc in 2020 caused a

5 significant disruption to many supply chains. Regional
6 conflicts. W sawthat a little bit with the Ukraine

7 and -- and Russian conflict. So regional conflicts

8 certainly play a part. And, in essence, trade

9 policies. One exanple nore recently would be the

10 forced labor, a policy that needed to be enacted, a --
11 a process that needed to be put in place, but the

12 unintended consequence of some of those was the

13 disruption of the supply chain for inporters until they
14  had an opportunity to catch up with the enforcenent and
15 Dbe able to work through the issues that they were

16  experiencing.

17 So the evidence that we have in all of this
18 really is that supply chains don't change on a dine.

19 In many cases, supply chains take, optimstically,

20  weeks, nore often, nonths to years to change. W saw
21 that with 301, and the fact that the Chinese tariff

22 reginme pushed a |lot of conpanies to go back and | ook at
23 their contracts, their P.O's, the things that establish
24  these relationships for manufacturing in other

25 countries.
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1 And in the last, you know, four to five regess
2 years, you have seen changes where conpani es have noved
3 out of China, but it has taken that amount of tinme.

4  People were not able to nove quickly to -- to -- to

5 address those issues. But basically what we | ook at in

6 --inalot of these is that we know that the

7 governnent and the adm nistration, Congress, they all

8 look at very -- very specifically the why questions.

9 Wiy do we need adjustnents to trade policy? Wy do we
10 need trade agreenents? Those are very valid questions
11  that need to be answered.

12 | think ny only recommendation in ny

13 testinony is the how questions also need to be

14  considered in many cases when we inplement certain

15 elenents of trade policy. How it wll inpact

16  enpl oyees, as our previous panel mentioned. How will
17 it inpact domestic manufacturing. Howw Il it inpact
18 U.S. conpanies that enploy individuals, and nore

19 specifically and dear to what | do for a living, is how
20 will it inpact conpanies that utilize special trade

21  prograns, such as the Foreign Trade Zone Program

22 Many of the inplenmentation rules that we have
23  seen have driven negative inpacts to conpanies that are
24  not only commtted to U S. |ocations and U S.

25  enploynent, but use the program such as the Foreign
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1 Trade Zone -- or prograns, such as the Foreign Trad:zige34
2 Zone Program to incentivize the operation remaining in
3 the US

4 And when we have a policy that comes, that

5 negatively inpacts foreign trade zones nore so than it
6 does a regular inporter, you know, you're inpacting

7 organizations that have half a mllion people enployed
8 inthem that do just over a trillion dollars in

9 inports into the US. every year, according to the 2022
10 Foreign Trade Zones Board report. They do just under
11  1.62 mllion, | believe, was the nunber in 2022 of

12  exports. So these are major players, nmajor inporters,
13 many of which are your nost conpliant in the

14  governnent. They are CTPAT participants. They are

15 participants in other trade-related prograns that are
16  run by the Custons and Boarder Protection.

17 So these -- these are things that we think

18 would help as trade policy is being debated, is asking,
19 at points, the how questions. How w |l this inpact our
20 current industry, et cetera. | think those are going
21 to be the main things froma trade policy perspective
22 that will absolutely assist us in being a nore
23 resilient supply chain as a nation.
24 MR. BAN. Thank you, M. Boring.
25 W'l nove next to M. Qutterman.
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1 MR, GUTTERVAN. Thanks so nuch for the ti%§e35
2 totestify. M nanme is Lucas Gutterman. |'mthe

3 Designed to Last canmpaign director with U S. PIRG or
4 the Public Interest Research Goup. | want to provide
5 sone comments on critical mnerals and electronic

6 waste.

7 So critical mnerals are needed for

8 lifesaving nedical devices, our country's green

9 transition, and many other essential products. Their
10 inportance makes it all the nore absurd that Americans
11 are throw ng away these valuable and finite resources
12 inthe formof electronic waste at the rate of eight
13 mllion tons each year.

14 El ectronic waste is the fastest grow ng waste
15 streamin the world, and the U S. generates nore than
16 nearly every other country in the world as well. So
17 PIRG advocates to reduce harnful or needl ess

18 manufacturing, reuse what we've already produced, and
19 recycle the rest until we achieve zero waste. 1In the
20 electronic space, we canpaign for the right to repair,
21  which renoves barriers to repair and reuse, including
22 allowing farmers to repair their John Deere tractors,
23 as we actually heard about in the |ast panel.
24 We also work to ensure that all the products
25 that we use are designed to |ast and not part of an
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1 endless treadm || of disposable devices. W've beeFr)lzige36
2  canpaigning nmore and nore around el ectronics because of
3 the unique ways that electronic manufacturing, e-waste,
4 and the extraction of critical mnerals powering these
5 devices threaten our health, clinate, and environment.
6 To address concerns around finite, valuable, and

7 necessary critical mnerals, our first step should be
8 to stop wasting materials by manufacturing theminto

9 unfixable and di sposabl e devi ces.

10 The United Nations 2024 G obal E-waste

11  Mnitor found that rare earth el ements are critical for
12 future green technol ogies, but |ess than 1 percent of
13 our supplies actually come fromrecycling. Rare earth
14 elenents are critical mnerals used in nagnets, nenory
15 storage, electronic cars and buses, e-scooters, and

16  other necessities for a future without the air

17 pollution that causes climte change, yet 99 percent of
18 these elements being used to nmeet denmand actual ly cone
19 fromextraction, while | ess than one percent are from
20 recycled materials. Qur current recycling systemis
21 just not capable of creating a circular econony for

22 these el enents.

23 | nstead of opening new, destructive m ning
24  operations, we should stop wasting the critical

25 mnerals we use in products that are destined for the

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

USTR- PROMOTING SUPPLY CHAIN RESILIENCE
Hearing on 05/28/2024

1 dunp. Too many consumner electronics have qued-inPage37
2 Dbatteries that act as tiners counting down their

3 lifespan. No device with consumable batteries that

4 can't be replaced -- or no device should have these

5 consumabl e batteries that can't be replaced when they
6 die.

7 These products, including Apple AirPods,

8 aren't designed to last. They're taking rare Earth

9 elenments such as neodym um and dysprosiumw th themto
10 the landfill. And after disposal, neodym um can cause
11  adverse health effects, and dysprosium can actually

12  present an expl osion hazard.

13 | want to nention another product as well,
14  which is vapes. The G obal E-waste Mnitor announced
15 that vape waste is a major e-waste contributor. It's
16 getting worse. Disposable cigarettes, better known as
17  vapes, have becone a really pervasive part of our

18 society. The vape market is expected to grow by 31

19 percent annually until 2030, and vape waste could grow
20 at an equal ly dangerous rate.

21 Not hi ng we use for a day or two shoul d

22  pollute our environment for hundreds of years. And

23 according to CDC Foundation sales estimates, lining up
24  the disposable vapes sold a year would stretch nore

25 than 7,000 mles, which is enough to span the
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1 continental U S twce. ragess
2 Because of their nicotine residue and the

3 glued-in batteries, there's just no standard | egal way
4  for consumers to recycle these products, neaning many
5 of themjust are tossed into landfills, and the

6 critical mnerals that they contain are lost as well.

7 So U S. PIRG Education Fund's vape waste

8 report found that Americans throw out 4.5 disposable

9 vapes per second. The United Nations found that the
10  vape batteries produced in 2022 contai ned 286, 000

11 pounds of lithium Mning for and disposing of this
12  elenent could have really negative environmental

13 repercussions.

14 The report points out that although Iithium
15 recycling is technically feasible, it's not

16  economcally viable under current conditions. |In 2022,
17 only 13,000 pounds of lithiumwas recovered fromall e-
18 waste. That's less than five percent of the lithium
19 needed just to power disposable vapes sold that year.
20 Dozens of countries around the world have

21  banned disposable vapes. In the U S. |awrakers across
22  the country have introduced some 48 bills that ban,

23 partially ban, or inplenent recycling progranms for

24  vapes. W need to ban these disposable vapes that are
25 wasting our finite resources and retailers, and
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1 franchisees |like 7-Eleven, Mbil, C TGO, and otherspage39
2 that have received warnings directly fromthe U S
3 Food and Drug Adm nistration should also stop selling
4  these products.
5 So the upshot is that we need to start with
6 reduce, reuse, repair, and recycle. The U N E-Waste
7 Mnitor found that electronics manufacturing i s grow ng
8 five times faster than recycling. Even though gl oba
9 recycling is groming at a rate of 30 billion pounds per
10 year, it just can't keep up with our insatiable
11 manufacturing of electronics.
12 The only way recycling can work is if we
13  manufacture nuch less, starting wth the stuff that
14  shouldn't exist at all. R ght now, only 22 percent of
15 gl obal electronic waste is recycled, and so our social
16  norns of buying, using, and tossing phones, | aptops,
17 and other electronics just can't continue at this rate.
18 The first step to resilient supply chains is
19 to stop throw ng out the valuable and necessary
20 critical mnerals used to manufacture short-1lived
21  products with glued-in batteries and limted life
22  spans. Consuners and the environnment deserve better
23 than a world where nothing is designed to last. So our
24  supply chain resilience policy should focus on
25 reducing, reusing, and recycling the electronics that
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1 require critical mnerals before engaging in nore rage®d
2 damaging extraction.

3 By slowing the flow of e-waste and extending
4 the life span of a wide variety of products, we can

5 reduce pressure for new forns of mneral extraction and
6 lay the foundation for a sustainable circular econony

7 and critical mnerals for decades to cone. So thanks

8 so much, and | wel conme questi ons.

9 MR. BAN. Thank you, M. Cutterman.

10 We' Il hear next from Ms. Jaeger.

11 MS. JAEGER: Yes. Good norning, and thank

12 you for the opportunity to be here today and testify

13 and share our views. M nane is Kathleen Jaeger, and |
14 amthe president and CEO of the Center for American

15 Medicine Resiliency. It's a nonprofit -- bipartisan

16  nonprofit dedicated to restoring nedicine resiliency,
17 which to us is synonynmous with health resiliency, and
18 also which is fundanental to our national pursuits such
19 as, you know, food insecurity, energy resiliency, and
20 CHIPS.
21 Soin -- in 2021, the Wite House actually
22 issued the executive order 141 -- excuse me -- 14017,
23 which identified at |east four critical sectors. And
24  fromthere, we saw energy, batteries, sem conductors,
25 and pharnaceuticals. And then subsequently, the U.S.
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1 passed the CH PS and Science Act, allocating $280 reoedt
2 billion to drive sem conductor resiliency to support

3 clean energy and bi otechnol ogy.

4 And then we saw the National Biotechnol ogy

5 Act invest $2 billion to enhance domestic biotechnol ogy
6 and bio manufacturing. And then in 2022, we saw the

7 nation further invest in the Inflation Reduction Act to
8 Dbolster donestic energy production and manufacturi ng.

9 Yet despite these investnents, the critica

10 sector of affordable nedicine remains unaddressed. So
11  every day, you know, we are delaying, we're actually

12 effectively providing one of our -- a very adversari al
13  nation the opportunity to conprom se our national

14  security. This is a very clear and present danger, a
15 danger to the United States, the United States health
16 infrastructure, our econom c prosperity, and mlitary
17  readi ness and national defense.

18 Since 2019, the U.S. China Security and

19  Economi ¢ Conm ssion has warned Congress about the
20 dangers and the excessive over-reliance on China for
21 affordable nedicine. W source these nedicines
22 directly fromChina, and we al so source themindirectly
23  from China through active pharmaceutical ingredients
24 called APIs, and also key starting naterials which are
25 called KSMs and other critical chemcal inputs.
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1 In 2021, the Departnment of Defense Inspec?%f42
2 (General also echoed all these concerns, and these

3 concerns have been echoing even just recently. And so
4 what we've really got to do is |look at these warnings

5 and -- and realize that they actually underscore the

6 depth of the U S exposure, and the need for

7 accelerated strategic action.

8 Health resiliency is not limted to

9 healthcare. It doesn't. It transcends to all

10 industries, fromenergy production to national defense,
11  inpacting every Anerican from sem conductor engineers
12 to oilfield workers to truck drivers to the mlitary

13 generals, and really fromMin Street to Wall Street.
14 The truth is that health resiliency underpins
15 every critical sector, driving both econom c prosperity
16 and national security. And as we have w tnessed during
17 COVID robust health infrastructure, we know that this
18 infrastructure is critical, requiring urgent governnent
19 attention and decisive action. And in fact, the Wite
20  House has stated that keeping Anerica's drug supply
21  chain robust and resilient is essential for national
22 security and econom c prosperity.
23 So here we are today. Very few Americans and
24  very few policymakers are aware that the building
25 Dblocks, the very basic building blocks of our everyday
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1 medicines, are mrrored in this global web that regeds
2 actually has a very deep dependency, and it stretches
3 all the way back to China, regardl ess of where that

4 generic medicine is made. It can be nmade in the UK

5 It can be nade in Japan. It can be made in the EU

6 Canada, Mexico. Al basically critical inputs come

7 from China.

8 So we're in a situation where all of us,

9 United States and all our trusted allies, are deeply
10  dependent on China, and we are at the mercy of this

11 international geopolitics and political coercion by
12 that country. And over the years, we all know that

13  China has engaged in aggressive, unfair trade

14  practices, undercutting global markets and establishing
15 a near-nonopoly on key starting materials required for
16 affordable nmedicines like antibiotics and

17  hypertensives.

18 Soit'sreally time to adjust the past

19 threats and also to mtigate any potential future
20 threats here, and we need to do that by derisking,
21 rebal ancing, and rediversifying our supply chain. So
22 we were actually very pleased to see that on January
23 2024, this year, U S. and India, the joint statenent
24  agreenent, acknow edged the need to work together to
25 diversify the APl and KSM i nputs.
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1 So we here -- are here today to say, Iet'Fs)zige44
2 accelerate resiliency here, and we're asking USTR and
3 the federal government to proactively engage and

4  execute sectorial bilateral trade agreenments with key
5 goals, and they -- really, again, the key goals are

6 resiliency, diversification, security of a supply

7 chain, along wth industry sustainability through

8 investnents, innovation, collaboration, and

9 manufacturing of our prioritized inputs.

10 Certainly, the guiding principles are

11  everything that USTR stands for, which is transparency
12 and accountability and a fair and level playing field
13 for all. W also need to ensure that we have

14  technol ogy transfer in onshoring activities, and we

15 need to do that through collaboration for R&D

16 technology transfers back to the United States, data
17 sharing, and innovation and research devel opnent.

18 We al so need to provide financial and

19 investnent opportunities to drive resiliency. W need
20 to be looking at public-private partnerships that
21 provide a -- a real good, solid suite of innovation in
22 the funding and opportunities to invest in this sector.
23 And we also need to | ook at the resilience. And so
24 really looking at the nmapping of the inputs, |ooking at
25 stockpiling as we nove forward, and then | ooking at
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1 market creation and creating a market denmand for th%§§45
2 products that are clean and free of adversarial inputs.
3 So further, you know, we also had --

4 furthernore, we had global CEGCs fromlndia just

5 recently cone to the United States back in April, and
6 they actually proffered a U S. India affordable

7 medicine partnership that if it -- if it was executed
8 would actually set a very strong foundation, and it

9 actually would create a construct for collaboration

10 that would drive that innovation, and it would drive
11 manufacturing both across -- actually, in India, as

12  well as here domestically.

13 And al so, once it was established, we could
14 really take that construct and expand it to other

15 countries and use that as a nodel for the EU, the --

16  you know, Japan, EK, the EU and -- and Canada and the
17 like. And that way, we can really build a very secure,
18 diverse supply chain for affordabl e nedicine.

19 So we really are asking the Biden
20 Admnistration to strongly nove forward here to
21 immedi ately engage on this proposal and -- and really
22 work to build out this partnership proposal, at the
23 same tine also extend the Defense Production Act to
24  extend not just to drug shortages of sterile products,
25 but also to ensure that we can prevent outages -- drug
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1 outages, and so we aren't at the nercy of poIiticaIPage46
2  coercion.

3 We also want to -- we also realize that it

4 really --necessitates this whole situation is just so
5 urgent that we also are asking for USTR to take a

6 broader advocacy role and really | ook at perhaps

7 supporting federal legislation. Mich Iike the CH PS

8 Act, it would be the Medicines Act, that woul d | ook at
9 opportunities to streamine the donestic manufacturing
10 and allied manufacturing opportunities, at the same

11  tine looking at opportunities to interface with the

12 governnent and streanline the -- the FDA approval

13  process, the environnmental process, and the funding.

14  And so that would be nuch |ike a conprehensive piece
15 like sem conductors, so that we can accel erate and

16 derisk as fast as -- as we can.

17 But lastly, the one piece we would also |ike
18 to urge USTRis to be cautious, and as you' re | ooking
19 at legislation on the H Il and -- and you're |ooking at
20 legislation that we -- respect to trade, anything
21 that's sonething simlar like the Medical Supply Chain
22 Resiliency Act, which is supported by PhRVA, this
23 legislation mght set sone very needl ess barriers and -
24 - and hurdles to overcone, and it also is just driven
25 for one industrial sector.
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1 So we ask that USTR instead support and reoeds
2 streamine nmeasures that actually will accelerate

3 sectoral bilateral agreenents that will really

4 effectuate meaningful change and really build a

5 resilient supply chain to secure our nation. So wth
6 that, | thank you for the opportunity to be here today,
7 and happy to share our views.

8 MR. BAN. Thank you, Ms. Jaeger.

9 We nove next to M. Kennedy.

10 MR. KENNEDY: Good norning. John W Kennedy.
11 | amnowwth the -- the New Jersey Econom c

12 Devel opment Authority. [|'mthe senior advisor to the
13 governor, and to the CEO of the EDA and -- but nost of
14  ny background has been in engineering and

15 manufacturing. | owned engineering and manufacturing
16  conpanies in New Jersey for many years. Supply chain,
17 ny doctorate is in supply chain. So it's always

18 interesting to me to hear that we have this incredible
19 need on supply chain now when it's been going on for
20 30, 40 years and we ignored it, and that's part of the
21  issue.
22 VWhat happens, though, is that we take supply
23 chain in bite-sized pieces. Al right. Mst people
24 |l ook at supply chain. W need batteries. W need
25 batteries. That's great, but as one of the gentlenen
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1 said down here, you know, where's the mnerals con1ﬁ§e48
2 fron? That's the supply chain. How do we feed this?

3 How do we take away? It's not just the end product.

4  You know, we can't build cars because we don't have

5 chips. Wll, it's alot nore to that.

6 You know -- you know, we're looking to fix it
7 now, and -- and one of the jobs that | had for 12

8 years, | worked -- | ran the New Jersey Mnufacturing

9 Extension Program which is part of a national program
10  through Department of Conmerce and NI ST. The MEP

11  National has 51 representatives, every state and Puerto
12 Rico, and they' re not an association. They're a

13 working group to assist manufacturing and supply chain.
14 You cannot have manufacturing w thout supply chain.

15 And we worked very hard to try to work that through

16 And ny role took not only the New Jersey market, which
17 by the way has 11,000 manufacturers and 340,000 workers
18 in -- in a smll state such as New Jersey. So consider
19 the inpact overall when you are talking about 50
20 states, and -- and so when you look at it, what did we
21  -- what have we | earned?
22 Well, first of all, we always know that our -
23 - as sonebody nmentioned -- the tariffs. You know,
24  everybody sees it as a political football. The dunb
25 engineer in me sees it that we don't nake steel and
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1 alumnumlike we did in the past. Steel and aluninﬁﬁ$49
2 aren't just one-size-fits-all. There are nultiple

3 levels of what types of steels and -- and what types of
4  alum nunms, and what you can do with it, and what you

5 can't dowthit. And so what it taught ne was that we
6 arein trouble right now That is not part of the

7 discussion.

8 During COVID, we nentioned COVID, what you

9 sawwas a lot of good stuff, as well as a lot of bad
10 stuff. You all had enough to eat. You all had water
11 that was clean and, everything, right? You had

12 medicine, electric. You gassed up your car. That is
13 all because of manufacturing.

14 But what we didn't have was a sustainable

15 process to go past that. One of the issues is that we
16 don't look at our supply chain. There is no national
17  supply chain database. There is none. |t does not

18 exist. W rely on conpani es whose -- their intent is
19 to nake profit. Well, it should be. That is their
20  job.
21 So what happened during COVID was that you
22 had 51 MEP centers communicating with all sorts of
23  databases, so what should have taken minutes in a
24  conbi ned database took days of back and forth, and
25 that's -- that's a problem So what | found was --
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1 sonebody that has been in New Jersey, and been in t%?ﬁSo
2 industry, and we have a database in New Jersey of 9,400
3 conpanies, what | found was we couldn't get PPE and

4 stuff, right?

5 MS. MONTGOMERY:  Uh- huh.

6 MR, KENNEDY: Two hundred and forty-seven

7 conpani es make PPE in New Jersey, sone portion of PPE
8 | did not know that, and | should have, and that's part
9 of the problem |f we don't know what is in our supply
10 chain, we don't know what we need.

11 The easiest statement is, we don't make that
12  here anynore, and that is a bunch of bull. W do nake
13 a lot of these things. W just don't pay attention to
14 it because we don't know, and that is problematic. |If
15 you look at the CH PS Act, there is a section on

16 national supply chain database tool. It is in there,
17  Dbecause | wote it. MEP worked very hard to get that
18 Dbill passed because it is critical to our security or -
19 - and so many other aspects. It is supposed to get a
20  $131-mllion investnent over five years. |t got 20
21 mllion and stopped. M opinion was you run it through
22 the MEP system because they already got four to 5,000
23  people, boots on the ground, but also you tie in, you
24 know, all of our aspects.
25 M. Ban, you spoke about this is a conbined
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1 effort, and sonebody said public-private partnershi%@g{e51
2 right? That is the public-private, U S firnms, the

3 governnments, you know, our trade partners. Hell, our

4 union partners are very -- very inportant in this

5 aspect, too. W talked about offshore w nd, not just

6 the -- the building of it, but how do we maintain these
7 -- these aspects? Because everyone we are putting in

8 is basically a prototype, because we are building them
9  bigger and bigger and nobody has built themthat big

10 before, so there are going to be naintenance issues.

11 You know, our ports of entry and our flexibility in our
12 supply chain so that in critical tines, whether it is a
13  pandem c, whether it is weather, |'mscared, but

14  defense that -- | don't think things are going to get
15 better. |If you look at certain things and you | ook at
16 certain charts, even our mlitary gets alnost all of

17 their chips materials fromwho we m ght consider foes,
18 and that is a problem right, and this is all the

19 materials.
20 Spoke of recycling. Wat about glass
21 recycling for substrates? Wat about films and
22 chemcals, all of these things that we need to be able
23 to do? And this is the critical aspect of where we are
24 going with this, because | think everything you are
25 talking about is really inportant. The thing that
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1 scared ne the nost during the pandemc was | read ;ﬁweSZ
2 article in the Wll Street Journal that said we get 80
3 to 90 percent of our blood pressure nedicine from

4 China. | don't knowif that is absolutely true, but

5 that was in the Wall Street Journal. Then the New York
6 Tines cane out two -- two days later with an article

7 saying 50 percent of us are on blood pressure nedicine.
8 | amone of the lucky ones. My -- ny wife says | ama
9 carrier, so | give high blood pressure, | don't -- but
10 -- but think about that. If you went to war, 50

11 percent of us would have an issue because we woul dn't
12  have -- and the second thing | read was al nost 100

13  percent of the ibuprofen conmes from China.

14 MS. MONTGOMERY:  Yes.

15 MR. KENNEDY: Anybody have a Tyl enol over the
16 last week or so? These are issues that we are not

17  thinking about, and we should, and it doesn't end --

18 Dbegin and end with government. |t begins and ends wth
19 all of us, whether that is |abor, whether that is
20  engineering and manufacturing, whether that is, you
21  know, all of these aspects, and we need to figure this
22 out. But every time we have this conversation, the
23 crisis passes and we go back to nornal.
24 As a kid, nmy dad worked -- was in the Arny
25 Air Corps during World War Il. He took me to air
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1 shows. And | renenber in the '60s, he took ne tolzﬁe53
2 air show and showed nme a B-52, and this was |ike '65.
3 And he said, gee, John, take a | ook at this because

4  these planes won't be flying that much [onger. They
5 are probably going to be replaced. It is now 2024.

6 (@uess what our big bonber still is, the B-52. Wo

7 makes the conponents to put themup in the air? Not

8 many.

9 Thank you for having me and listening to ne.
10 | forgive nmy passion. |t just comes out.

11 MR. BAN. Thank you, M. Kennedy, for your
12 testinony.

13 W will nove to our |ast witness of the

14  panel, Ms. Montgonery.

15 MS. MONTGOMERY: Good norning. My nane is
16  Megan Montgonery, and | amfortunate to be the

17  Executive Vice President of the National Custons

18 Brokers And Forwarders Association of America. W

19 couldn't agree nore with some of the coments that M.
20  Boring nade regarding the how of trade policy, and the
21 requirement that we need to inplenment the core -- the
22 core infrastructure in any sort of trade policy.
23 The NCBFAA represents nore than 1,300 nmenber
24  conpani es consisting of the nation's |eading custons
25 Dbrokers, freight forwarders, ocean transportation
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1 internediaries, non-vessel-operating conmon carrier??e54
2 and air cargo agents. Qur industry manages

3 approximtely 97 percent of goods comng into the

4 country, and over 90 percent of outbound goods. W are
5 the only industry to touch every air, land, and sea

6 port, every participating governnent agency or PGA

7 every harnonized tariff code, HTS, and every

8 congressional district. W have the kind of visibility
9 into the logistical and regul atory novenent of goods

10 that no other industry has, and we are a vital

11 conponent of Honmel and Security in the cargo space.

12 | will be making three nain points in ny

13 testinony today. First, any supply chain solution nust
14 Dbe inplementable, adm nistrable, and operationally

15 viable through all trade |anes. NCBFAA believes that a
16 consistent, rational, and practicable set of trade

17 rules that all traders and service providers can

18 inplenent will support supply chain resilience. dear,
19 transparent, and uniformrules could and should lead to
20 the sean ess processing of goods, as well as optimally
21 focus the government's enforcement capabilities.
22 Further, federal officers and admnistration --
23 administrators who regulate trade need training
24  throughout their career to stay current with the sane
25 rules and procedures to which the trade community nust
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1 adhere. e
2 NCBFAA strongly supports USTR s efforts to

3 understand and inprove the resiliency of the U S. and

4 global supply chain. The pandem c and its inpact on

5 cargo flows showed us how truly vulnerable we all are

6 to the stability of the global supply chain. Enmpty

7 grocery store shelves, panic buying, toilet paper and

8 PPE shortages are not sonething that any of us want to
9 see repeated.

10 We urge that any changes, suggestions, and

11  solutions be made in partnership with the ports of

12 entry and the transportation and | ogistics

13 internediaries. USTR excels in enacting trade policy,
14  but the inplenentation of trade policy on the ground is
15 a delicate business. It is full of nuanced terns of

16 art that are often redundant and defined differently in
17 various contract -- contexts and built upon a wholly

18 conplete supply chain mcrosystemalready in place.

19 W al so want to work with USTR to make sure
20 that there are as few m ssed opportunities as possible.
21 W often see when updates, changes, or additions to
22 governnental policies and prograns are rolled out that
23 there are areas where a few additional words, a
24 different phrase, or just a slight tweak to the policy
25 could have resulted in large additional gains at no
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1 cost to what was already acconplished. This is aIngige56
2 often a case in legislation, as we spend a significant
3 amount of tine working in partnership with [egislators
4 draft -- legislative drafters to provide technica

5 assistance to ensure that the |egislators nean what

6 they want it to nean -- the legislation neans what it -
7 - they want it to nmean and does what they want it to

8 do. W hope that we will be able to provide that sanme
9 partnership and support to the USTR

10 Poi nt nunber 2. Digital and physical

11 infrastructure nust be co-created through public-

12 private partnership to maintain viable supply chains.
13 NCBFAA has expressed concern to both Custons and Border
14  Protection and the Departnent of Honel and Security

15 regarding how much of our port and trade infrastructure
16 is controlled by non-U. S. entities. W have heard

17 reports that in sone ports nore than 40 percent of

18 termnals are |leased by foreign parties, mainly China.
19 This is alarmng because the | essee of that term nal
20 ultimately has control over what ships and cargo can
21 nove through the term nal
22 Picture the ports of LA and Long Beach a few
23 years ago with 80-plus ships docked, backed up,
24  anchored off the coast. Now, imagine that four to five
25 of those 13 conbined termnals were | eased by China,
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1 and China got to decide which ships' cargo was a|ﬁ§3§§7
2 to dock and unload. That woul d have nade an al ready

3 challenging situation exponentially worse.

4 We also, as this -- as the country currently
5 allows foreign inporters of record outside of the

6 jurisdiction of the U S government, which creates

7 enforcenent challenges for the US. W should be sure
8 when working towards a nore resilient supply chain, we
9 are confortable with the anount of foreign influence
10 and control leveraged in our infrastructure.

11 Anot her area that needs to be revisited is
12 the commercial -- is the Automated Commerci al

13  Environnment single w ndow, comonly known as ACE. It
14 is the systemof trade nmanagenent systens that was

15 declared complete in 2016, and was intended to

16 incorporate all federal agency requirenents related to
17 the inportation and exportation of goods and elimnate
18 paper forms. Now eight years later, we find that sone
19 agencies are reverting to their own system
20 nonencl ature, standards, and/or requiring paper
21 subm ssions. This creates redundant data, and coupled
22 wth the repeat reporting and storage requirenents,
23 makes for an atrophied |ogistics systemthat is nmuch
24 less flexible and scalable than it needs to be. Every
25 port has its own unique ecosystem and | ayering CBP,
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1 PGAs, and nultiple layers of redundant data weakensPageSB
2 supply chains, making theml|ess able to flex and change
3 when circunstances do.

4 This was a significant factor in sone ports

5 having very large backups during this -- the pandemnic

6 and sone with al nost no backups at all. The cargo just
7 can't set sail for aless -- a |less congested port.

8 That cargo is, literally, regulatorily and

9 logistically, locked into place. A resilient supply

10 chain should stay as data-lean as possible for Honel and
11  Security, while allow ng changes in the physical

12 novenent of goods to best capitalize on any avail able
13  option in tinmes of systemstress. Holding respectal

14  (sic) federal agencies accountable through the Border
15 Interagency Executive Council, or the BIEC, is

16 inperative if we are to achieve a one USG el ectronic

17 cargo release. Accordingly, ACE, this vital IT system
18 needs dedi cated, ongoing funding for enhancenents and
19 inprovenents as necessary to keep trade fl ow ng.
20 The IT infrastructure overall needs to be
21  noderni zed as part of our supply chain resiliency
22 review. W are all vulnerable to cyber-attacks, system
23 failures, and overall outages. W need co-created
24  public-private partnership plans, tabletop exercises,
25 and shared drills to ensure that legitinmate goods can
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1 continue to nove to deliver vital products to Aneri?EPSQ
2 grocery stores and front doors.

3 And finally, number 3. Trade policy nmust be
4 transparent and consistent so that conpanies can

5 formulate business decisions that pronpte nearshoring
6 and ally shoring. USTR should seek to |evel the

7 playing field wth a consistent and reliable trade

8 policy resulting in fair and conpetitive trade.

9  Conpani es make long-term nulti-decade investnment in
10 plants, sourcing partners, supply routes, and

11  instruments of international trade. These cannot

12 change on a whim

13 The governnment's |apse of preferential trade
14 legislation, |ike MIB, GSP, and AGOA severely hinder a
15 conpany's ability to make | ong-terminvestnent

16  decisions abroad. Wile we understand that

17 geopolitical issues arise, trade should not be

18  weaponi zed, because in the end, people paying a price
19 for that are American conmpanies and ultimtely Anerican
20  consuners. Conpanies need stable and predictable U S
21  policy upon which to layer their own internal and
22 business risk assessnents.
23 U. S. supply chains also need sufficient tine
24  for inplenentation of all trade policy changes, trade
25 remedies, or changes to trade rules or procedures.
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1 Changing trade policies and procedures when goods a?%ﬁGo
2 on the water is very disruptive to the supply chain and
3 should be avoided at all costs. Thank you for allow ng
4 us to share our views today, and we | ook forward to

5 answering your questions.

6 MR. BAN. Thank you, Ms. Montgomery, for your
7 testinony.

8 "1l start off the question and answer

9 portion with a few questions for M. Gutterman.

10 Thank you, M. Cutterman, for your sobering
11 subm ssion about the inperative to increase recycling
12 of critical mnerals, especially frome-waste. Your

13 subm ssion focuses on product design and consuner

14  behavior as two key areas for devel opi ng sol utions.

15 Can you speak a bit to the technology or infrastructure
16  needed to inprove recovery and recycling of mnerals

17 frome-waste, and what can be done to build a stronger
18 supply chain for these recycl abl es?

19 MR GUTTERVAN. Yeah. Thanks for the
20 question. | guess | would clarify that one of ny whole
21 points is that we actually really can't recycle our way
22 out of this problem And so the reason why |'m
23  focusing on product design and extraction is because
24 that's where | actually think the intervention is.
25 Recycling rates are -- are quite low. They
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1 vary by netal -- netal. Really common netals Iike rageet
2 alum num and copper actually can have quite high

3 recycling rates, but the critical mnerals and the rare
4 earth elements that | tal ked about often have

5 incredibly Iow metal recovery rates. And so

6 ultimtely, the solutionis to just use themless and

7 make sure that the products we are using themfor are

8 the products we want to use themfor, and then nmake

9 sure those products |last as |ong as possible.

10 One really sinple thing, though, that | would
11  point to, just in terns of, you know, the sort of

12  global situation, is that disposable vapes are actually
13 not authorized in the U S. They have not been approved
14 by the Food and Drug Adm nistration. There's --

15 there's 13 vapes that have been approved that are all
16 tobacco flavored and are not disposable. And so one

17 really easy solution is just actually to enforce that
18 ban. | mean, we could wal k outside right now and |I'm
19 sure find disposabl e vapes at every conveni ence store
20 inthe city. And so that's sonething that actually can
21  be done, you know, at the border, just prevent these
22  disposabl e vapes that are manufactured from ot her
23 countries from-- fromcrossing over.
24 But ultimately, the solution really is to
25  stop manufacturing things that don't |ast and stop
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1  manufacturing things that shouldn't exist at all inp?ﬁgz
2 first place, |ike disposable electronics with batteries
3 that are fundamentally consumable and fail, and |ike

4  disposable vapes that are -- are really sort of

5 designed for the dunp. They're -- they're disposable

6 electronics through and through, and that just

7 shouldn't exist.

8 MR. BAN. Thank you, M. CGutterman. Just to
9 clarify, so when you nmention recovery rates, that is a
10 rate that describes a maxi mal anount of material that
11  can be recovered based on existing technology? It's

12 not a --

13 MR, GUTTERVMAN. Effective recovery rates.

14 MR, BAN. Effective recovery rates.

15 MR, GUTTERMAN:.  Yeah

16 MR BAN. So it's not a function of behavior
17 or willingness to recycle or build infrastructure?

18 MR CGUTTERVAN. Yeah. There is sort of a --
19 a funnel, right? Wiere the first step is just actually
20 designing products that -- that can be recycled easily.
21  \Wen you have a product |ike a headphone, |ike AirPods,
22 or like a disposable vape, those batteries are gl ued
23 in. It actually can be really difficult to just
24 actually recycle the product and -- and nanual |y take
25 it apart and nove the conponents. Then consuners need
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1 to actually recycle the product, and then there neeg?e63
2 to actually be the econom c and chem stry available to
3 recover the actual metals fromthe products.

4 Soit's all well and good to encourage

5 consumers to recycle. W like to say that, you know

6 the -- the worst recycling is better than the best

7 landfilling, but ultimately, the solutionis -- is --

8 is not recycling, because the functional recovery rates
9 for especially these critical mnerals is extrenely

10 low, either because we don't have the technol ogy or

11  because we don't have the econom c incentive to do so.
12 And then you know, finally, | would just say
13 that there's sort of this fantasy that, you know, |

14  think people have, that when they put their product in
15 the recycling bin, they're putting their old phone

16 there and they're just going to get a new phone out of
17 that. That's never happened, and | don't think it ever
18 will, right? That fundamental |y these products are too
19 conplicated. They have too many little conponents and
20 parts. | doubt it wll ever be economcally or
21 technologically feasible to make a new conplete
22 consuner product |ike a phone froman old one.
23 MR. BAN. Thank you for the clarification.
24 Do you see the economic viability as differing based on
25 type of product or the value of the product? For
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1 exanple, a large battery for energy storage -- ragets
2 MR, GUTTERVAN.  Uh- huh

3 MR BAN. -- grid applications or electric

4 vehicles may be economcally nore viable to recycle

5 versus a small consuner el ectronic product?

6 MR, GUTTERVAN. Yeah. That -- that can be

7 true. | wll say that that -- you know, because you

8 nentioned sort of EV batteries or -- or hone storage

9  batteries. Lithiumis a good exanpl e because we

10 actually have the technol ogi cal process to recover

11 lithium but it is just not economcally viable. And
12 so instead, we just extract more lithiumfromthe

13  environnent because it's cheaper than, you know,

14  actually recovering it from-- from-- fromlithiumion
15 Dbatteries.

16 So sort of that -- that sort of -- | think
17 there is some question to that. And then | would al so
18 highlight that the |argest category of e-waste by

19 weight is actually snall electronics. So it is really
20 inportant to, you know, recycle our refrigerators and
21  our appliances, and increasingly, in the next couple
22 years, electric vehicles and their batteries and e-
23 scooters. That's definitely an inportant part of the
24  process, but really, the nost e-waste we're producing
25 is fromelectric toothbrushes and phones and vapes and
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1 sort of all of these |ow cost products that are jus?ageGS
2 really designed to end up being disposed.

3 MR. KENNEDY: And if | nmay, so many things

4  have sem conductor chips. Your -- your plug-in, you

5 know, air freshener has semi conductor chips, and how

6 we're able to recycle those and those naterials,

7 whether that's glass silicates, or whether that's

8 galenic ore or all of these other aspects, we've got to
9 figure that portion out, and -- and we don't because
10 it's not, as he said, economcally viable.

11 And al so, to be honest with you, it's access,
12 alot -- you know, | nmean, ny Boy Scout troop, we ran
13 electronics recycling in our town and charged $5 a car
14 load, and in four hours made $5000 because no one knew
15 where to bring the itens.

16 MR, GUTTERMAN.  Yeah

17 MR. KENNEDY: W worked with a conpany t hat
18 could recycle because there's a lot of precious -- you
19  know, your highest conductive materials are gold,
20 platinum silver, and so on. Not to nention, you know,
21 the -- the other stuff. So you know, these are things
22 that concern a lot of stuff. You talk about the car
23 batteries. If you ride your car for 150,000 mles,
24 you're going to go through at |least three batteries.
25 \What do you do with it? And -- and how do we recycl e?
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1 How do we figure it out? You know, and that -- tha?%§66
2 certainly things that we need to figure out, not just

3 for the United States, but for the world usage as well.
4 MR, GUTTERVAN. And just one nore note on

5 that because we're tal king about car batteries and sort
6 of large home storage batteries as well. One thing

7 that we're also concerned about is just making sure

8 that -- again, because recycling can actually not be

9 that effective, that we have re-manufacturing or

10 reselling or reuse potential for these batteries as

11 well, in a safe way.

12 That's why in New York we've had sone really
13 high-profile fires, and that has resulted in

14 legislation that, you know, has certain |icensing

15 requirenents for the batteries that are used in

16 mcronobility devices |like e-scooters. That's

17 inportant, right? W want to make sure our lithiumion
18 batteries are safe.

19 W al so want to nmake sure that the huge
20 batteries that are being used to power electric trucks
21 can actually find a -- a second life. There's no
22 reason why those batteries couldn't be used for hone
23 storage or for mcronobility or remanufactured for sone
24  other use. And so | just want to -- we sort of have to
25 bal ance those tensions between making sure that we're
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1 using these products safely and they're being rageer
2 transported safely, and also that we realize that, you
3 know, an EV battery that has been used to 70 or 80

4 percent capacity still has a lot of life left init and
5 can be useful for -- for consumers or for other uses.

6 MR. BAN. Thank you very nuch

7 M. Jaeger -- | nean, excuse nme, Ms. Jaeger

8 MS. JAEGER:  Unh- huh.

9 MR. BAN.  You propose in your witten

10  subm ssion that devel opi ng federal governnent

11  procurenment measures nmay help diversify generic

12 pharnaceutical supply chains.

13 Do you have a sense of how |large the

14 governnent procurenent market is when it comes to

15 generic medicines and whether focusing on this market
16 would be sufficient to shift supply chains? That's the
17  first question, and second and relatedly, apart from
18 governnent procurenent, how can the U S. governnent

19 encourage private sector manufacturers and/ or procurers
20 to diversify pharmaceutical supply chains?
21 MS. JAEGER: Two great questions. So first,
22 again, generics represents 90 percent of all medicines
23 actually dispensed inthe US. So -- and account for
24  about 85 percent in total pharmaceutical expenditures.
25 So when we're | ooking at procurenment, you know, you're
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1 looking at DOD for TRICARE, and you're |ooking at t%§868
2 VA and -- and you're looking at sone of the other sort
3 of Medicare and Medicaid prograns. And they are for

4 the nost part -- they're -- they are not the big

5 conmmercial market.

6 That said, they are sufficient to actually

7 create a -- a triverset (phonetic), provided that we

8 actually create the right narket demand for those --

9 for those concepts, and it's also that we have to

10 infuse within those procurenment nmeasures the need for
11 quality, sustainability, and again, for those inputs
12 across all -- all inputs within that drug product are
13 clear and free and are fromtrusted allies.

14 So if we create and -- create this demand

15 market through the governnment programs, and -- and

16 actually extending it down even to Medicaid, there are
17 also -- and other tools that we're actually seeing.

18 Just recently, the HHS just -- and the White House j ust
19  published a white paper basically incentivizing the
20 hospitals to start |ooking at opportunities through
21  val ue-based nodeling, procurenent nodeling, so that
22 they actually |l ook out and start |ooking not for the --
23 the -- the product that is the |east expensive, but the
24 one that has the -- the one that has very strong
25 quality, neets those strong quality pieces, and
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1 actually is sustainable and can be deliverable and %§§69
2 that accountability in the system

3 So there are some very creative ways when we
4 start looking at our comercial sector and to bring

5 themalong afterwards, but | think that we -- we start
6 right away with the mlitary. W start with all the

7 federal programs, and including Medicaid. | believe

8 that there's going to be a sufficient incentive built

9 in, as long as we build it right. At the same tine, we
10 all should be I|ooking at stockpiles for APIs and KSMs.
11  That too should al so again have the right incentives
12 Dbuilt into -- that again were rotating those KSMs and
13 APIs as we nove forward. And that -- that should --

14  should help quite a bit.

15 In Arerica, we're starting to | ook at who

16  should -- how do you incentivize folks to manufacture
17 APls and KSMs here? That's a great question because,
18 you know, you have to remenber, we have the capability.
19 W did -- we produced these. W gave it away for
20 efficiency reasons. So again, what we really need to
21 dois, again -- is to create this narket back in the
22 United States that says we are going to reward quality,
23 we're going to reward products that are made only by
24 the United States and our donestic allies, and those
25 ~are going to be used for these prograns.
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1 And then two, we're going to provide you 3??50
2 asuite of financial tools that are going to allow you
3 to have the right incentives through public-private

4 partnerships that allow you to conme in and start to

5 build -- build new cluster and manufacturing and -- and
6 maybe in countries like India and the EU. And then

7 also donestically take the conpanies that we have here
8 and we have excess capacity for finished dosage forns,
9 and also -- and sonme other areas that are food and drug
10 related, that we could take sone of the manufacturing
11 facilities we have here, refurbish them and bring them
12 around to actually manufacture the key starting

13 materials and APIs.

14 I ndia has already done this. They've

15 actually put forth what they call the production

16 incentive |linked program They actually -- EU and

17 India are farther ahead than the United States by far.
18 The EU and India were doing it in parallel tracks. EU
19 basically came out and said that -- and acknow edged
20 that with respect to brand products, that they do have
21  sone concern about their critical inputs for those
22 brand products, but not as nmuch to the same extent as
23 they do for affordable nedicine. And affordable
24  medicine, they're conpletely dependent on China and
25 India. As | said, Indiais a dependent on China.
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1 So we have a situation where they've actugffgl
2 sat down and started to | ook and anal yze and put

3 together an assessnment about how to build resiliency

4 into the system They haven't gotten too far in that -
5 - into that world yet on trying to create that

6 inplenentation strategy. R ght now, they're kind of

7  focusing on shortages, drug shortages, which really is
8 just a symptomof the larger problemthat we all have.
9 I ndia, on the other hand, said, we -- we

10 don't have time; we have to nove. And so during COVID,
11 they actually did identify -- they napped out the nost
12 critical APl's and KSMs, worked backwards, and said,

13 what doesn't our country have in terns of |ooking at

14 WHO, the World Health Organization's 560 essenti al

15 nmedicines? Wat don't we have here that we absol utely,
16  unequivocal |y need?

17 So they started with a phase one of 43.

18 They've built out right now, | think, 21 to 23

19 different manufacturing facilities through their
20  cluster manufacturing programin India, and they're
21 looking to build nmore. But we all know one country
22 can't do it alone. Not one country, not India, not EU,
23 not the United States. What we need to do is we need
24 to ensure that the U S gets in with India, because
25 India is the next |eading pharmaceutical player in
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1 affordable nedicine, and it -- we -- and really, tthige72
2 US. should be first before we get knocked out by the

3 EU or Japan or Australia. W need to be in there and

4 have a bi-sectorial trade agreenment where we are

5 sitting down and we are | ooking at the products that we
6 need here in the United States, nmaking sure that we

7 have a significant portion of what they're producing in
8 India allocated back to the United States.

9 At the same time, we're asking themto help
10 us bring back our R&D technol ogy for affordable

11  medicine, we ask themto transfer back their technol ogy
12 and nmanufacturing, and then we also help -- ask themto
13  upscale our workers here in the United States through
14 this sectorial bilateral agreement. And this way, it's
15 a very firmagreenent with very certain business termns,
16 and that we also are building out what actually -- who
17 wll procure those -- those goods on the other end. So
18 there, we can start to build that nodel, and then we

19 can actually expand it to others, but right nowit's
20 India outside China. And then fromthere, we nove into
21  -- to Europe, and then we nove to Japan and to sone
22 other countries.
23 But you have to renmenber, in Arerica, 90
24  percent of all medicines are affordable medicines. And
25 so while we may have the biggest robust
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1  biopharnmaceutical industry in the world, and we arepmﬁ73
2 domnant in that field, that only represents the

3 vaccines and the bi opharnaceuticals. That's 10

4 percent. W need the other basic medicines. So while
5 we are very supportive and laudable in that piece, and
6 we support the national biopharnmaceutical strategy,

7 that's a strategy that could take 15 to 30 years to

8 build, depending upon who you ask, on a biomass concept
9 to create APIs.

10 We still need that bridge to get there to the
11  future, even it's 10 years, 15, or 20 years from now,
12 and that neans India is the central base, is the

13  pharnmacy of the world. And hopefully the United States
14 wll be first, not last, in being in that partnershinp.
15 And again, that's -- | think you build the right

16 incentives and you provide the right financial tools

17 with the right public partner -- private partnerships,
18 you can get there very easily.

19 MR. GUNDERVANN: Can | ask one quick follow
20 up question? | noticed in your testinony, and then

21 just how you tal ked about transferring back know edge.
22 |'mcurious what incentives you had in mnd to

23 incentivize that behavior, if you -- if there were any
24  further thoughts you had on how that woul d work?

25 M5. JAEGER Yes. And -- because that the
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1 other side of the coin is what the government -- mhgﬁe74
2 the -- the governnment and the private manufacturers

3 wuldlike is the US to actually invest in new

4 facilities and in India and the EU. And so especially
5 India wuld love the U S. to come in and actual |y

6 invest, and the sort of a quid pro quo is, well, we all
7 agree thisis all -- we all work together, all boats

8 rise. So we need you to help us, provide us with that
9 R&D technology. It's kind of a quid pro quo. W'll
10 invest if you help us get back our donestic

11  manufacturing, and then -- and the technol ogy.

12 And again, knowing that if you actually

13 create a demand back here in the United States, you

14  actually, I think, will see it happen anyway naturally
15  Dbecause, as | nentioned, over 55 percent of the top

16 five out of 10 therapeutic areas cones from-- you

17  know, fromlindia for the U S. Medicare program and
18 nearly -- you know, you're looking at -- nearly 47

19 percent of all prescriptions cone fromlindia for the
20 United States, so they're already here. They already
21  have manufacturing facilities in the United States.
22  There's also sonme other -- donmestic nmanufacturers that
23 we still have here that we could build out and expand
24  as well.
25 So | think we just have to give the right
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1 incentives with the right program T
2 MR. GUNDERVANN:  Thank you.

3 MR. BAN. Thanks, Ms. Jaeger. Can you

4  commrent on -- on the extent of transparency in

5 pharmaceutical supply chains, including data for

6 sourcing of APIs and KSMs? Your subm ssion notes that
7 your organization provides certain information and

8 data. Can you explain what data you provide, and how
9 you source those data?

10 MS. JAEGER: Uh-huh. It actually is very

11 conplicated, and it's not transparent to a vast degree.
12 One, China just changed its policies, and now when an
13 APl cones out of China or a key starting nmaterial cones
14  out of China, it does not tell you -- there's no | ot

15 nunbers. It doesn't even tell you where it's

16 manufactured anynore. |It's very difficult. It just

17  happened in the |ast couple of years. They' ve shifted
18 their policy there.

19 But once -- once you're actually procuring
20 that product and you're using that product, you know
21  where the -- your manufacture is, if you're a
22 manufacturer, and -- and fromthat, then you're
23 actually submtting data sets to the Food and Drug
24  Administration through what we call drug master files,
25 and those drug master files are actually before FDA
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1 Now, FDA doesn't know which drug master f$$§76
2 manufacturer you're using. GCenerally speaking, you

3 actually put nmultiple drug nmaster files together to

4  support your application for resiliency purposes. But
5 at the end of the day, typically you' re using one major
6 -- mpjor source. And so fromthat standpoint, it's a
7 very commercial, a very conpetitive endeavor, and

8 everyone basically keeps all their cards close to the
9 vest.

10 However, if you sit down and do mappi ng, and
11  you do it quietly through governnent agencies, whether
12 it be DOD or others where it's for national security
13 reasons, the manufacturers wll sit down, and they are
14 very wlling to sit down and actually showcase where
15 and how they map the -- all the different ingredients
16 they have, and where they also know they're at the

17  greatest risk.

18 At the same tine, India also has started to -
19 - you know, as | nentioned, done a |ot of that --
20 started that work on -- at |east for phase one and
21  phase two of their critical inputs. So it's two
22 governnents sitting back, working with the -- the
23 commercial sector, and getting them through
24  confidential nmeans, to provide that information to the
25 governnent, because if you -- you know, |'mnot sure
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1 they'Il want to share, but they will share with thePagew
2 governnent for national security reasons.

3 MR. BAN. Thank you, Ms. Jaeger.

4 MS. MONTGOMERY: If -- if | could just add to
5 that really quickly.

6 You know, we have seen, at the very |east,

7 anecdotal evidence that China in general is getting

8 nore opaque with their supply chain. You know, | woul d
9 assune because of the timng that it is probably -- at
10 least can be presumed to be in part a reaction to the
11 Uyghur Forced Labor Prevention Act, because the nore

12 opaque they make their supply chain, right, the harder
13 it is for conpanies to trace back and to find that

14  forced | abor, which makes it ultimately harder, you

15 know, to get -- get those goods cleared through

16  custons.

17 And -- and we're certainly not pro forced

18 labor, but we need to nmake sure that when we inpl enent
19 these sorts of rules, regulations, |egislation,
20 protocol, that we do it in a way that doesn't harmU. S.
21  conpani es, because the reality of what we're doing now
22 wth the Uyghur Forced Labor Prevention Act is that, by
23 the tine we stop those goods, bad guys are already
24 paid. W only are hurting Amrerican conpani es.
25 MR. BAN. Thank you, Ms. Montgomery. |If |
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1 may turn next to you with a few questions. rage s
2 You noted in your subm ssion, also in your

3 testinony, the statistic that about 40 percent of port
4 termnals are |eased by foreign entities, and you noted
5 in particular entities fromthe People's Republic of

6 China. Can you unpack the statistic a bit? You -- you
7 mentioned in your testinony the risk that entities

8 controlling the -- the space, the physical space, could
9 deny, for exanple, ships access to ports, but |'m

10 trying to understand how that risk would be different
11  fromthe risk, say, where the -- the space may be

12 leased by an American entity, but the goods are com ng
13 fromthe PRC, and so the PRC supplier would deny the

14 ability of the goods to nove.

15 So can you -- can you explain what --

16 particularly what the risk is of -- of the space being
17 leased by the PRC is?

18 MS. MONTGOMERY: Yeah. So first, you know, |
19 just want to make clear we have heard from some ports,
20 talking about other ports, that up to 40 percent of
21 their termnals are leased. | have tried ny very best,
22 and there are no public statistics on this, right? W
23 raise this issue because it is out there.
24 So what is concerning particularly about the
25 PRC | easing our termnals under long-term|eases is --
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1 whichis different than Arerican conpanies. Is tha?%fgg
2 times of national crisis, we believe, and have seen

3 evidence, that American conpanies are going to work in
4 conjunction with the Anerican governnment to support

5 America, our consuners, our businesses, right?

6 We don't know that same to be true of other

7 foreign entities, particularly the PRC. They can, in

8 conjunction wth those |ong-termleases, as long as --
9 you know, as we adhere to them right, as long as that
10 contract is valid, they can deny whole -- whol e steam
11  lines, right? They can come in and just say, thanks,
12 Maersk, we're not doing business with you today. They
13 can deny any, you know, let's say, U S. flagged vessel,
14 right? Nope. Nope. PRConly, China flagged vessels.
15 You know, they really do control a huge

16  segnent of the ability to flow goods into our country,
17 and they are not -- what was the phrase you used? They
18 are -- they could potentially be considered foe, right?
19 Certainly --
20 MR KENNEDY: Just --
21 M5S. MONTGOMERY: -- maybe not friend. And
22 then you couple that with all of the PRC goods that are
23 noving into Mexico, getting a -- you know, a -- a
24 Mexican country of origin getting trucked through the
25 border up to the U S. as NAFTA, right? They -- they
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1 have to do sonme sort of transformation in -- in hkx?%ﬁ?o
2  but fundanentally, we are seeing Chinese setups,

3 manufacturing setups, staffed wth Chinese workers

4 opening in Mexico, getting that -- you know, that

5 legitimate NAFTA certification, and com ng up through
6 the land borders.

7 Laredo has relatively consistently been

8 beating both LA and Long Beach as the single biggest

9 port in the country. They are doing an average of

10 9,000 trucks a day, and they've got a huge rai

11  business, and that's before their second rail bridge
12 cones online at the end of this year, which will nore
13 than double their rail capacity. They're a huge port.
14  The sout hern border is a huge conponent of our trade,
15 and we don't really have any -- nuch visibility into
16  how nuch China is down in Mexico, and we -- we

17 certainly have not been able to find solid statistics
18 on how rmuch of our -- our seaport infrastructure China
19 controls here in the United States. You know, we want
20 to draw your all's attention to this because we think
21 it's a pretty serious issue.
22 MR. BAN. Thank you. And | understand now
23 that the concern is not just that these entities
24  control the flow of goods fromthe PRC, but from
25 potentially other sources --
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Page 81
1 MS. MONTGOMERY: Correct.
2 MR BAN. -- as well? Understood.
3 MS. MONTGOMERY: Every -- every container,
4  every ship.
5 MR. BAN.  You -- your subm ssion also notes
6 duplicative PGA data requests as one challenge in
7 inplementing race to the top strategies in trade
8 policy. Could you provide an exanple of this and what
9 you think would be required to standardi ze nore fully
10 ACE data across CBP and the PGAs?
11 MS. MONTGOMERY: Absolutely. So you know,
12 when ACE was devel oped, when it was conceptualized
13 after 9-11, the idea was that it was one single w ndow,
14 right? One portal, one pipeline. You put your goods
15 inthis IT -- or you put your data in this |IT system
16  you get one, you know, set of data in, one cargo
17 release on the way out. Release neans release.
18 But what we really have because of a | ot of
19 politics and funding and | ack thereof and, you know,
20 the reality of -- of inter-agency work, as you all know
21  well, is we really have maybe one w ndow, but it's got
22 47 panes. And so in each w ndow pane -- |ike, think
23  about, you know, if you want to open, right, a w ndow,
24  and every -- you have to open every pane, right? Do |
25 have -- do | have EPA data? Oh, | have to open that

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

USTR- PROMOTING SUPPLY CHAIN RESILIENCE
Hearing on 05/28/2024

1 EPA pane. Onh, do | have FDA data? Onh, | have to g%me82
2 and hand-crank that FDA pane.

3 You know, we really don't have one true

4 systemof record, and, you know, there's a | ot of

5 reasons for that. Congressional jurisdictionis

6 tricky. It's -- you know, it's -- it's not really

7 designed to make everybody work together. Federal

8 agencies really -- you know, CBP doesn't have -- and

9 even DHS doesn't have the authority to tell other

10 agencies what to do. There's eight agencies with

11 release-and-hold authority. Those -- some of themare
12 -- nost of themare -- are pretty good at working wth
13 CBP, but there are smaller agencies that have data

14  requirements that kind of just don't want to, you know,
15 participate in the ACE program

16 And what that means is, you know, you have to
17 go in and enter your address or your MD, your

18 manufacturer |ID nunber, or -- you know, or your -- your
19 HTS code. You have to enter it here in this system
20 and you have to enter it here in this system and you
21 have to enter it here in this system and you get a
22 different release or a different hold fromall three of
23 these systems, and it creates huge potential for
24  errors, right? Just human error. It creates really a
25 very choppy systemof getting -- you know, think about
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1 -- think about how quickly an air flight from Canada or
2 Mexico can come across that border. And if you're

3 waiting for three or four different systems to give you
4 a release, you -- you have -- you have an incredibly

5 tricky conponent to get, you know, all of those

6 releases to coincide with the landing of the aircraft,
7 if that makes sense.

8 MR. BAN. Thank you. Thanks for that exanple
9 and anal ogy.

10 "1l turn it next to M. Gundermann.

11 MR. GUNDERVANN:. |'mgoing to turn to M.

12 Boring. You nentioned the FTZ program and | believe
13  you've spoken with M. Ban about it previously. | was
14 curious if you could elaborate on your statenent and

15 your subm ssion about the no consideration about how
16 tariff actions are inplemented within the FTZ program
17 and any exanples you coul d provide woul d be great as

18  wel .

19 MR BORING Sure. So when we -- and I'l]
20 use the 232 and 301s as an exanple, that's our nost
21 recent history. What you had in the Foreign Trade Zone
22 programis, an inporter is allowed to bring in the
23 nmerchandise, officially inport it, but not pay duty or
24 entry on that material. And that inport date can be,
25 in what we found, significantly in advance of the
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1 inplenentation date of the tariff regines that carrepage84
2 into play.

3 However, because nobody kind of considered
4 how this works in bonded warehouses, Foreign Trade

5 Zones, different other bonded progranms, what

6 immediately happened is, is that inporters who had

7 material inthe US for a year released it and were
8 popped with the punitive tariffs, even though they were
9 legally inported into the U S. well in advance of the
10 inplenentation date of the -- the -- the regine.

11 W al so had the fact that in ACE, there was
12 no -- there was no elenment early on that would show a
13  manufactured item such as farm equi pment or an

14  autonobile or what have you, that would allowthat to
15 cone out of a Foreign Trade Zone without potentially
16  being inpacted by 301 tariffs, because how the system
17 works is when you're doing a Foreign Trade Zone entry,
18 the transformation of the merchandi se generally neets
19 our guidelines of either it's assenbled in the U S. or
20 manufactured in the U S,

21 So froma country of origin perspective, it
22 can be labeled U S. when it cones off of the assenbly
23 line. However, the way the ACE system works, because
24 census wants certain data elements, that sane tractor
25 that cones off the line nay actually show, and it is
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1 required to show, the [argest foreign value countryp%§85
2 origin. And it's a census requirenent only. But what
3 that did at the very beginning of the inplenentation of
4 the tariff regines, is it popped every manufactured

5 itemthat had China listed as a 301 tariff inplication

6 in ACE

7 MR, KENNEDY: That's true.

8 MS. MONTGOMERY:  Yeah.

9 MR, BORING And each inporter had to go back
10 and argue their points and, I'll say this politely, but
11 initially, it fell on deaf ears.

12 MS. MONTGOMERY:  Yes.

13 MR. BORING CBP went, nope. System says,

14 and the systemis right, and we've got to listen to the
15 system

16 Now, a lot of that ended up being cleared up,
17 but it certainly was a big disruption for Foreign Trade
18  Zone nmanufacturers.

19 The other elenment is in -- in like forced

20 labor. You had the same thing. | have product that

21  has been in Foreign Trade Zones for a year or two, well
22 in advance of the inplenentation date of UFLPA --

23  UFLPA. Everybody calls it something different. But

24  you know, the forced | abor when it was -- when it was
25 put in. So these are materials that have been in the
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1 US for a year, tw years in advance. ragess
2 But because the inplenmentation was driven at
3 the entry level, not at the inport |evel, which, again,
4 that's a technicality because it's -- a |lot of

5 instances entry and inport occur at the sane tine.

6 Megan's group could all be -- explain that a |ot better

7 than | can. However, it's, you know, it's that inport

8 date was well in advance of the inplenentation date,

9 but there was no consideration given that Foreign Trade
10  Zones may have this material with this MD code because
11 we're required to trace that information for the
12  governnent.

13 And so when weekly entries were filed the

14  very first week of the inplenmentation of forced |abor,
15 the seizure notices that went out for containers in

16  Foreign Trade Zones was hilarious because custons sends
17 it out for, hey, | need that container, when the

18 reality is, there is no container. |It's all goods

19 comi ng out of a building.

20 But there was no enforcenent discussion about
21  how do we address these issues? And in -- and in nost
22 cases, when they were finally cleared up, a vast

23  mgjority, including one major retailer in the United
24  States, discontinued their Foreign Trade Zone and

25 discontinued even the expansion they had for
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1 distribution centers in the United States because t%%§87
2 went to look at howis this going to negatively inpact?
3 They worked with custons, got through their initial

4 part, but it was one that it cost thema significant

5 anount of resources to fix the issue. So those are two
6 exanples of kind of how when we cone with a tariff

7 regine or a trade policy, just a consideration that you
8 have this anount of material running through a Foreign
9 Trade Zone is -- is certainly worth considering.

10 MR, GUNDERMANN. So two questions, and one

11 followup to that, that we did not plan for, and then
12 another one that | also want to ask you

13 First, the nost recent round of 301

14 announcenents, |'mcurious how you navigated that. |If
15 there was any of these issues wth the nost recent FRN
16 releases and news from USTR

17 And then the other question | have is you are
18 tal king about the cost of maintaining the FTZ program
19 in Canada and Mexico. Curious, what key factors you
20 see your custoners deciding to use U S. FTZs versus
21 others and how you' re seeing other countries navigate
22  some of these simlar issues?
23 MR BORING Sure. Well, I wll tell you on
24  the nost recent, the -- to answer for the nost recent
25 301 tariff decisions. The sinplest way to answer it is
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1 we all have experience now. W all understand hom1$§e88
2 have to approach it, which unlike the very, you know,

3 first round, it was new and people were not prepared.

4  Supply chains and nanufacturing, in -- in nmy case,

5 Foreign Trade Zone operations, were not prepared.

6 We are seeing a very snall inpact other than
7 a few peopl e groaning because, you know, they're --

8 they're looking at, you know, what -- what is the

9 potential inpact to themas an inporter? But the

10 Dbeauty of it is, is | don't think we're inporting that
11 many electric vehicles. So you know, it's -- | think
12 it'll be mniml, but the good thing is every Foreign
13  Trade Zone that may be inpacted already has practice.
14 MR, GUNDERMANN:  Uh- huh.

15 MR BORING And for your second question,

16 the -- the big thing that we dealt with and -- and this
17 was confirmed in the USITC study | ast year that, |

18 think it was |last year, yes, l|last year, that came out,
19 is that what we see when clients are debating
20 locations, the old NAFTA and U S. current USMCA real |y
21  inpacts decisions for nost of ny clients because of one
22 elenent and one elenent only. And that is, as a
23  Foreign Trade Zone, if they are manufacturing goods
24 that are going to be destined for the USMCA mar ket
25 outside of the U S., they do not get USMCA
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1 consideration and or benefit. They nust pay the U}gpe89
2 duty on the material that they're sending to Mexico and
3 Canada. Mexico and Canada do not have this

4 restriction. This is a historical elenment that goes

5 all the way back to NAFTA, but that is really the nost
6 significant.

7 So if | have a very l|abor-intensive el ement

8 of ny production and or an el ement of ny production

9 that uses resources from China, then you are seeing

10 those individuals select Mexico for that interim

11  production because they're not facing 301 tariffs.

12  They are not facing the NAFTA restrictions. So they

13  can nanufacture those conponents in Mexico, and any of
14  the conponents they send up to the U S. for further

15  production assenbly. | think you see this largely in
16 the autonotive industry --

17 VR, GUNDERMANN:  Yeah.

18 MR BORING -- they choose Mexico or Canada.
19 They don't choose the U.S. If it is a pure
20 straightforward, non-USMCA type play, where they are
21 looking at building to service the U S. market, what we
22  have been seeing over the last 10 years is that
23 inporters are selecting the U S. Foreign Trade Zone
24  program and other beneficial prograns inthe US. to
25 establish facilities here, because any cost reduction
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1 allows themto near shore, friend shore, or reshorep?ﬁgo
2 best that they possibly can. And we are seeing that,

3 even though it is nostly in kind of the final stages of
4  assenbly.

5 And, you know, a |ot of the conponents we're
6 still seeing are manufactured el sewhere, but we're

7 seeing final assenbly -- folks taking a -- a better

8 look at the U S. because of the trade prograns we may

9 have that will limt their cost.

10 MR, GUNDERVANN:  Ckay. Any follow up

11  questions before we switch to M. Kennedy?

12 You touched on a lot in your testinmony. You
13 nmade ne a little bit nervous about sone things, but in
14  your subm ssion, you suggested prioritizing

15 sem conductors, defense machinery and certain nethods
16  for reshoring. How did you decide to recomend

17 prioritizing these areas versus others when | ooking at
18 rebuilding U S industrial base and what other areas do
19 you think are high priority?
20 MR. KENNEDY: Bio-nmed, for one. But to be
21 honest with you, if you |ook at the charts of where our
22  sem conductors are comng fromand even when they cone
23  fromfriendlys |like Taiwan, a lot of it's comng -- the
24  materials in our supply chain are com ng from China,
25 Ukraine, Russia, Africa nations, and stuff that are
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1 overseen by China and Russia. And that's part of tﬁgegl
2 problemthat we have here.

3 We are not -- you know, we used to own 40

4 percent of the sem conductor, you know, devel opnent and
5 manufacturer recently, you know, 15, 20 years ago. Now
6 we are down about 10 percent, so we don't produce

7 something that goes into everything we have. You

8 tal ked about, you know, recycling, you were talking

9 about, you know, your toothbrush -- electric tooth --
10 sem conductor chips. | was speaking to the people at
11 the joint base in New Jersey and Picatinny Arsenal in
12 New Jersey, because they're working with us on our

13 CH PS Act work.

14 They're seeing that about 70 percent of the
15 chips that they get are infected. Not necessarily by
16 China, but they're infected or they're damaged or the
17 quality is poor, and so on. Seventy percent. If you
18 can inagine that your electric car has about 50 --

19 1,500 chips, could you imgine what the F-22 has?

20 So to be honest with you, it's been sonething
21 that's been on ny radar when | owned engi neering and

22  manufacturing conpanies. W worked a [ot, DOD, so it
23 was there. But with the MEP system it was shown to us
24  very -- very quickly. Years ago, there was Anerica

25  COWPETES Act, which | think got passed, but never got
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1 funded. Well, a lot of the chips verbiage cane outp%fgz
2 that and went into, you know, the new bill that did get
3 passed. And these are issues that we have to conme to
4 grips wth. And some of that ties into, you know, what
5 we dowth some of the materials, the substrates,
6 glass, thinfilnms, all right. That's all -- that's al
7 chem cal based.
8 All right. The third, which we're com ng out
9 withartificial intelligence, it's called dinensiona
10 or chiplets. Again, these are all conponents and
11  they're all made under different circunstances. So
12 obviously the plugin air freshener doesn't have the
13  sane chip that your, you know, your -- your smartphone
14  has, but it's there. And the problemwth them if
15 they're conprom sed on a defense aspect, or even so
16  nuch as, you know, being used by industry to spy on us,
17 isn't it funny how you just |ooked for something --
18 last night | did sonething on ny phone and i mediately
19 I'mgetting e-mails. | mean, it was that quick, you
20  know, that | was |ooking for, you know, a type of
21  window glass and imediately I'"mgetting all these e-
22 mails. |'mlike, howthe hell? Mn, that's quick
23 So it's not a matter of to be scared about
24  something. It's a matter to be concerned about it
25 enough to make the decision and nove forward now. Al
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1 of the industries and everything that you're talkinzjzige93
2 about, it all tiesin. This is the point. Supply

3 chain is everything. Everything. Nane one thing that
4 -- nane one thing that doesn't get shipped at | east

5 once; that's your supply chain. Name one thing that

6 you see here that isn't manufactured by somebody. You
7 can't do that. So we've got to get a better grip out

8 of this. And this is what concerns nme and the fact

9 that we do not know what's in our supply chain nmeans
10 that we cannot find the holes quickly. God forbid

11 China decides not to ship us any nedicine. For

12  whatever reason, they're ticked off at us. Wuat do we
13 do?

14 MS. JAEGER: There's not hi ng.

15 MR KENNEDY: | don't know. W had one out
16 of four conpanies that produce baby fornula shut down
17  Dbecause of an issue. Not a supply chain issue, but an
18 issue for safety. What happened to baby fornmula?

19 Think about that. And that's why -- and not just --
20 but we need -- we need to stop giving it verbiage.
21 U S. trade is both ways, right? You guys do
22 that every day. Thank you. But how do we figure it
23 out so that it's equal and inportant so that we have
24 partners in Europe and India and et cetera, that we can
25 rely on. But we all -- they also rely on us and aren't

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

USTR- PROMOTING SUPPLY CHAIN RESILIENCE
Hearing on 05/28/2024

1 going around us and using our own laws to provide u?me94
2 and to take jobs away fromour citizenry. Just ny

3 opinion.

4 MS. JAEGER: And can | just add -- actually

5 just staying on that sane sort of -- that sort of

6 that same thread, you know, if you go back and think

7 about the heparin scare that we had here in the United
8 States, it was a very terrible situation where many,

9 many fol ks passed away because it was -- heparin was

10 actually contam nat ed.

11 But heparin actually is a naturally occurring
12 substance. It shouldn't have ever been contam nated.
13 And it took MT, it took Stanford, it took Harvard, it
14  took many fol ks working 24/7 for alnost eight to nine
15 weeks to figure out what was actually in the product.
16 And -- and it wasn't a naturally occurring substance

17 when they finally found it. It had to be -- there's

18 many that will say that it was willful. And -- and so
19 you've got that situation
20 But you renenber in the United States, or
21 actually anywhere else in the world, science is
22 science. You can only -- when you -- you have to know
23 what you're looking for to test it. So if you're just
24  testing the product on basic specifications and are
25 looking at for some general inpurities, you' re probably
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1 going to pass. The product is going to pass. The ragess
2 questionis, what else is in there that is

3 sophisticated that needs to be concerned and checked

4 and | ooked at.

5 And |'msure you're aware that right now, the
6 Pentagon also is doing its third party testing of -- of
7 alot of medicine, and they're trying to figure out

8 whether or not the nmedicine they are giving, you know,
9 the -- the Pentagon officials and -- and the troops are
10 actually okay to be giving. Well, that's not a really
11  good place for us to be.

12 And we al so know that we al so know t hat

13 China's already threatened the United States and EU and
14 to try -- basically said, we aren't going to -- we're
15 not going to provide you with certain inputs in

16 nedicine. And we had it again |ast year.

17 Soit'snot -- it's -- it -- tome, it's not
18 about a situation of, oh, you know, will they do it?

19 No. They will doit. |It's a question what extent wl|
20 they do it to us and to the rest of the world. And
21 that neans shortages beget shortages. W see that
22 already in the United States. You -- you have one
23  shortage, everyone runs around and every parent and
24  every famly menber runs around and tries to find that
25 next drug that can be that alternative. Well, that's
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1 wonderful. But that drug then becones a shortage. ragese
2 \Wll, at the end of the day, we have to realize that we
3 have -- we cannot just be designing a systemfor the
4 next pandemc. |It's great that we're |ooking at, you
5 know -- you know, | call it biopharmaceuticals and the
6 vaccines for -- for bird flu and other things.
7 But we got to know that today that if you had
8 achild and you needed a nedicine and antibiotic for
9 strep throat, you may not get it if China decides to
10 play hard ball with the - with the United States or
11  wth the EU, because renenber under em nent domain,
12  every country's going to take what they have, and
13 they're going to just keep it closed and close to their
14 vest. And thus, actually, we saw that all the way
15 through the pandem c, and that's why the trade
16 bilateral agreenents are so inportant to have a binding
17 agreenent between the two countries, that on the
18 sectorial piece, we know that we have been invested in,
19  you know, X amount of dollars into your country for
20 these particular products. And you've invested so nuch
21  noney in -- in these particular products in the United
22 States. And then we have given a proportion in -- in
23 our -- in our trade agreenents so that we knowit's a
24 50/ 50 split, 60/40. What is it? But at |east we know
25 that we have ingredients to make -- starting materials
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1 to nake the active ingredients so that we can nmake §§f27
2 that we have that essential medicine list for WHO

3 So it's not the pandem c essential |ist that
4 we all should be paying attention to. W need to be

5 paying attention to the WHO s essential list, which

6 covers chronic care, which covers hypertension, which
7 covers COPD, which covers -- right. You know, all the
8 various chronic disease -- diabetes -- we need to

9 ensure we know that health is intrinsically Iinked to
10 the -- our economc prosperity and our National

11  Security. That is the biggest |esson we canme out of on
12 COvID. If we don't have our nedicine, if we don't --
13 we can't get those inputs, our system-- we have the
14  Dbest doctors in the world, the best facilities here

15 wll be shut dowmn. They will all just collapse. And
16 not only will ours collapse, so will Europe's and so
17 won't all our other trusted allies and what woul d have
18 we done?

19 And so at the end of the day, |I -- | inplore
20 -- inplore you -- | know you're talking with Quad and |
21  know you're tal king on, you know, Pacific Indo pieces,
22  but you've got to start with the one country that has
23 the infrastructure built and al so has already noved out
24 on this and | everage what they know, so we can build a
25 real strong foundation, the biggest and the best
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1 construct for the two nations and then take that anFc)Izige98
2 expand it to the others. So we can have -- U S. can

3 have health and national security. India can health --
4 health and -- and national security as well as UK

5 But also we lead at the United States. W

6 also should be trying to ensure also global health so
7 that everybody -- everything we do, we protect our own,
8 but then we're also trying to protect others. If we

9 don't doit, no one will.

10 MR, KENNEDY: And it -- the odd thing to nme
11 is that, when | owned nmy manufacturing conpany, the --
12 the first thing | |earned was never single source.

13 Never have a single source, always have a backup. You
14 may have a favorite source for price or quality or

15 whatever. But yet it seens |ike our industry and our
16 governnent does a lot of single sourcing, and that's
17  Dbad business, let alone bad for thing -- we -- we tend
18 to push things to certain groups and certain conpanies
19 and certain countries and it -- it |eaves us at a great
20 disadvantage and, you know, that's the thing -- coment
21 | made about the steel and the alumnum W used to
22 own the industry, and then tariffs cane al ong and you
23 couldn't get stainless steel. You couldn't get, you
24  know, aircraft alumnum You couldn't get these

25  things.
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1 Guess what, every mssile that's sent up %?egg
2 Wkraine or Israel or whoever mght be, aircraft

3 alumnum Every single one has significant (sic) in

4 there. And if we don't have it, what do we do? Just

5 saying, | wish the -- | wish people didn't have -- |

6 wish w -- we played basebal | ganes and, you know, the
7 winner take all instead of fighting. But

8 unfortunately, defense is critical.

9 MR. GUNDERVANN:  Wel |, thank you very nuch

10 for that, and for all of you.

11 | just want to turn it over to M. Ban for

12 closing remarks given where we are.

13 MR BAN. Yes. | think we are a bit over

14 tine, so thank you for all of your testinony.

15 | wll prepare to conclude the hearing. |

16 want to just rem nd everyone that our regulations.gov
17  docket will be open through June the 4th to receive any
18  post-hearing comments as provided in our April 3rd

19 Federal Register Notice. Thank you again for your tine
20 and for your engagenent. And with that, we conclude

21 the hearing. Thank you.

22 MR. KENNEDY: Thank you.

23 MS. JAEGER  Thank you

24

25
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