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The Honorable Joseph M. Hendrie, Chairman
Nuclear Regulatory Commission

1717 BE Street, NW

Washington, D. C. 20555

Dear Mr. Chairman:

The Subcommittee on International Finance, which
I chair, has jurisdiction over U. S. export policy. I
am enclosing a copy of the report issued earlier this year
by the Subcommittee; the report is based on extensive
study of declining U. S. expo-. competitiveness.

The Subcommittee found export licensing delays to
be a significant.cause of lost exports. S. 737, a bill
introduced by Senator Heinz and myself and now awaiting
Senate floor action, would expecite "*ocess-ng £ most U.S.
export licenses, but does not, at this point, deal directly
with nuclear export licensing. '

I am concerned that the United States may be for-
feiting to foreicn competitors expor<s of nuclear reactors
anc ecuipment, nct because U. $. manufacturers ar> L.n—
competitive or lack adeguate financing, but cdue to licensing

delays. Our c:e..e’:.orat-ng position as a reliable supplier
of nuclear reactors and fuel ..h..eate..s to undermine our
nonproliferation policy ané thwart out health and environ-
mental concerns. The business we ‘.orego th>rough hesitation
will be seized by competitors with fewer scruples and less
reliable technology. While we are transfixed by indecision
on safety standards, the world becomes less safe.

It would be helpful to me, ané informative for

my cclleagues and the general public, to have your answers
to the following questicns:
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What steps has the Nuclear Regulat.ory Commission
taken to reduce nuclear export licensing declays?

What is the record over the last three years on
processing time for export license applications?

What licenses are currently pending for more than
90 days ané why?

Are NRC decisions being delayved im pending cases
due to inaction of other Federal departments Or agencies?

Is legislation needed to insure pricmpter actxon
en license applications?

An early reply will be appreciatec.

With best wishes,

Sincerely,

Enclosures




Westinghouse Robert £ Kirby . :‘umnm
Electric Corporation Chatmn SowwbyComas

June 15, 1979

The President
The White House
Washington, D. C. 20500

Dear Mr. President:

I feel impelled to bring to your attention an escalating problem which, I
believe, requires your personal attention and decision.

In November, 1576, Westinghouse filed & Nuclear Regulatory Comnission (NRC)
export liccnse application for a 620 megawatt nuclear pover reactor to ba
constructed by the Fhilippine National Power Company (NPC) at Ja»ot Point.
The reactor is similar in design to several others which we have sold in the
international market. g

The planc was financed through the Export-Import Bank, with credits exteaded
or guaraunteed in the amount of $644,000,000. A Departmenr of State judg=ent
was nade some time 230 that issuance of the license would mot be inimical to
the coamon defense and security cof the United States. In other wvorés, chis
export szle has, unt " recently, received the full politieal and fimancial
support of our government. Also, it is our understanding that the Philippirne
government is in cozpliance with all requiremants of the Nuclear Non-Proliiera-

tion Act of 1878, so no political or legal barriers to the export appear to
exist.

We are now faced with a new situation. Although our major equipzent for the
plant is in the manufacturing cycle, civil construction work at the site is

40 percent complete, aad appretimately $300,C80,000 Las been spent, no export
licenses have been issued for the shipment of either the Teactor or certain of
its specific components or for eritical non-nuclear cocpoments such as the
Turbine Generater. Construction work is, therefore, delayed and the heavy
expenscs of delay are starting to build up.

The legal or other bases for delay in issuing the liccnse are not clz2ar to us.
Delay seems to stez from allegations that unresolved seismic or volcanic problenms
exist at the site. Whatever the reasons, 2n early resolution of the export

license icsue is net apparent, and a paralysis in our government's decisson-
making process seems to have occurred.

~ POOR ORICINAL 1030



. Pege Two

Westinghouse is, of course, equally concerned that its reractors are constructed
to insure the highest health and safety standards. In regard to siting, the
government of the Philippines has, with our cooperation, taken many zactioas

over several yecars to secure competent independent technical judgments on these
health and safety issues. These have included an indepemdent study by an inter-
national safety mission provided through the auspices of the Intermational
Atomic Energy Agency. After careful analysis of the professional advice received,
and after taking action on that advice, the appropriate Philippine government
agencies have taken a sovereign decision to issue the fimal permit to complete
construction of the plant. The Philippine Regulatory Agemcy has stated that all
of the issues raised by the IAEA mission have been satisfactorily addressed.

The IAEA study, and other data, have been provided tec the United States Govern-
ment.

The consequences of this over two-year delay by U. S. agemcies in issuance of
the Philippine reactor export license arc a matter of growring concerm.

1) Construction dclay will add millions of dollars te> the total plant
cost.

2) More fossil fuel, at an ever inflating cost, will need to be irported,
and electricity supply will not meect demand. Ove= its lifetize, it is
estimated that this reactor will save the Philippiines fres izpor:ting
over 200 million barrels of ofl. The Philippines is dcpeanden: larecely
on imported fuel and its decision to build a nuclszzar plant was based
on internaticnal studies which determined that nuclear power was the
most dependable source of electrical energy, as woorld oil shortages
develop. The Manila arca, which the plant will sesrve, already is
experiencing frequent power "brownouts".

3. Perhaps of overriding importance is the erosive effect orn the izage of
the U.S. as a reliable and predictable nuclear sumplier, which we as a
nation have preonised to be. We are rzising doubss: in the minds of our
trading partners which are undermining our traditicnal role of leader- -
ship in supplying the intemmational nuclear marke::. As these doubts
cause foreign customers to buy froz more dependabli.e non-U.S. sources,
we are dcimaging U.S. non-proliferation ot jectives,, your efforts to ioprove
our balance of trade, and indeed our capacity to Zinfluence nuclear
safety standarisin the international market. Ve zare clearly not pro-
ducing a climate which facilitates my corporation™s efforts to sell
overseas.

The actions of our government in this instance apyrear to be incensistent
with your statement to the 1979 European Nuclear Conference in Haoburg
that: "The United States is keenly sensitive to =ha energy security
concerns of other countries. Although nuclear peoiver is mot without
problenms, we reccgnize that its benefits are signdificant. I reafffimrm
my pledge that the United States will be a reliable supplier under
predictable and clearly established non-prelifera tion safeguards.”
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4) Finally, the uncertainty developing from the delay of this export
license raises fundazental questions about the future financing
of our nuclear exports. Can financing be secured when there is mo
assurance that the product can be exported?

Non-nuclear comp- nents, primarily tanks to be incorporated into the
reactor building, have tecen delayed in shipment over nine months.
Nuclear components, many alrcady fabricated, must be shippad now.
Major civil ceastruction work has been delayved, electrical and
mechanical work can not be started, and a project which was once
nine months ahead of schedule is now delayed beyond the craplecion
date specified in the contract.

Our company has exerted every reasonable effort toward obta'. ‘ug issuance of
the export license. We have cooperated with and assisted 'e Department of
State in obtaining responses to the various issues vhich .ave been raised.
Fra kly, we find ocurselves frustrated and unable to ach eve any progress in
getting concerted action within the governnental structure. Ve trus:t that
your avarecness of this situation and its potentially da=aging consequences
will achieve an early solution «hich will contain the da=age.

S!mcerely,)
% je. [
] (:.. { ‘; t.-b-:#-ﬂ’:‘ e

e —
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U8, EXPORT POLICY

INTROBUCTION )

s '
Servator Adlai E. Stevenson, Chairman of the Subcommittes on In-

ternational Finunce, announced on January 10, 1977, a study of Uﬁc

export policy to be conducted by the Subcommitiee. ‘The study w
prompted by the l‘u[lidly mounting trade deficit and ovidence fint t
competitiveness of United States industry in international trade
donicstic markets was declining. The Subcommittee held 11 days of
hearings on export policy between Februacy and May und received
festiwony from witliesses from the Exceutive branch, industsy, agri-
enlture, labor and academic and research institutions. This report suin-

mirizes the Subicommittee's findings and makes recommendations for

. . » . . '
m~u.rmu the eompetitivencss of U.S, agriculture und industry in world
it kets,

The mammoth trade deficit haz hart the U.S. cconomy in many ways.
It hias exerted downward pressure on the exchnnge vate, which in
tien has evaded the role of the dollar as nn internationa! urit of value,
ndesmined the confidence of dollar holders, and prompted flight from
the dollar,

Second, the deficit has had a signifieant inflationary impact on the
115 ceonomy. The increasing prices of imports as the dollar depre-
clates—and corresponding price increases ,»y domestic producers of
wnport-competing goods—spur inflation, The Treasury Department
estimated in February 1978 that the first-round divect effect on the
Concvmer Price Index of a one pereent depreciation of the dollar was
only whout 214 haundredths of one pereent (L0245 pereent).* But in tesvi-
mony before the Senate Banking Commitice in November, Charles
Schultze, Chairman of the Council of Economie Advisors, estimatogd
that the CPI goes up one to one and one-half percent for every ten
pereent devaluation of the dollar.? Schultze’s estimate, which includes
effects on wholesale prices and oil and raw materials imports, as well
as the tendeney for U.S. producers to mateh impoit price increases, is
maore acenrate,

Thivd, the trade deficit is associated with job loss in import-compet-
ine indunstries and a slow rate of job increase in the export sector of the
cconomy. A continning trade deficit represents a substantial job short-
fall e the export side. An estimated 40.000 jobs are ereated by a billion
dollars of additional exports; if the United States were to eliminate its
trode defieit by inereasing its exports by $30 hillion to match its im-
port< 12 million new Ameriean jobs conld be formed.

Fow = the slack in the economy created by a servions trade deficit
nndd Taeaing export performance requires inerensed fiseal stimulus in

' Soe Prport Polley heartngs, Part 1, p. 18,
FScuate Banking, Tonding, and Urban Affalrs Committee hearlog “The President’s New
Anth Tntlation Progeam,” November 8, 1978, p. 42

(m
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the trads deflcit veduces the need for deficit spending by the Fedeia

Government. Ly —
Unfortunately, the deficit may not be a temporary aberration. The
“J-Curve” effect predicts that exchange rate adjustment ensures trade
adjustment within one or two years. However, delayed appreciation
of surplus country currencies, relatively elow growth rates in Kurope
and Japan and high U.S, eil imports have exacerbated the U.S. defieit
and slowed adjustiment N
A more fundamental problem is the extent to which the trade deficit
reflects underlying changes in the U.S. competitive position which wre
not self-orrecting. The rate of increase in productivity has been declin-
ing in the United States and is now much lower than in most other
developed countries. Capital formation in ths U.S. hus also fallen
helow ﬁf.z of our competitors. Innovation is more diflienlt to mew e,
bist many indicators suggest the United States is losing ground here
us well. Trade statistics reveal that the TLS, is now fucing incrensed

international competition in high technology ilolds where V.S, prod-
ucts have been dominant for decades. A trade deficit resulting from
such long-term changes in LS. competitiveness is not susceptible to
classical trade adjustinent mechanisms.
The Subcommittee hearings were organized into eight paite:
1. The effect of floating exchange rates on U.S. exports and the
trade balance; ) ]
2. Trends in the competitiveness of 1TSS, exports in ~pecifie prod-
uet and market se<tors;
3. Foreign government policies and progrnms to =upj ex-
ports:
4. The Export-Tmport Bank and the finuncing of 115, exports;
5. TS, agricultural export policies:
6. 11.S. Government progeams and facilities designed to sup-
vt exports;
7. U.S. high technology exports; and
8. Fareign barviers to 1.8, exports.
AN the hearings have heen printed. The chapters of this report cor-
respond to the subiects covered in the hearings.

Crarrer 1. Tur Erreer or Froamnag Fxenanoe Rares on 118
Exvrorrs

Exchange rate depreciation of the {1.S. dollar has failed to yield an
improved trade balanece. The explanations are many. First, deprecia-
tion of the dollar relutive to the enrrencies of major teading partners of
the United States has been modest until recently. Morgan Guuaranty
Trust ealenlates the overall change in the real exchanee yate of the
dollar from March, 1973 to September, 1977 to be negligible. The dollar
remained at its Mareh, 1973 level until mid-1975, then appreciated
through late 1077. T'hns, for a two-year period the dollar was actually
about 5 percent above its trade-weighted level of March, 1673, Dollar
deprecintion relative to 1973 levels is a recent phenomenon

*The Federnl Reserve esttmated that the dollar's exchange vaiue on a trade wel bl
banle wow slightly above the level of Murch, 1978 In early iNTS. The dollar reached e
wak vulue 1o Juue, 10768, 10% above its level 1. March, 1907TR, declining slightly from
une, 1574 to ue‘;tembcr. 1677 and then ezperic.ced a rather sharp 7% decrcuse from

Beptémber, 1977 through Junuary, 1978,

n2n
VJ U

1

depreciation is partially sccounted for by the *J-Carve” effeet. Cur-
rency depreciation raises the price of imported goods und services al-
tendy ordered, thereby increasing the value of imports. Exports are
concomitantly reduced in value until increases in quantities exported
can be realized. Thas, during the first six to nine months following de-
preciation of the doliar the ﬁh trade debic it can be expected to worsen,

The Treasury Department estimated the Lig between movement in
the exchange rate and adjustment in the tracde balance to be about
cighteen months, The Federal Reserve estimmted the full impact of
exchange rute depreciation on exports occurs over a period of two yeurs,
Thus, the depreciation which oceurved tnowate 1957 and enrly 1078 can-
net be expected to result ina dranmtically improved U.S. trade balunce

until late 1979, . '

However, the dollur hag been subject to sdditions] and seceleralc
depreciation in late 1978, The initsd negative 0 Carve” eilects ol
“ew" .h'!.r.-.'imiun iy overwhehn the |m.~il he eflects of e “ald™ de-
precintion. Continuous currency depreciation may create efleds ned ae-
connted for by the “J-Curve” theory.*

Additionally, the failure of the 118, trade bulance to adjust rapidly
to exchiange rate depreciation conld be due to ndverse movements in
velative inflation vates between the United States and its principal com-
petitors in export markets. Most studies agree, however, that .S, price
competitiveness has improved recently, Anoindex of relutive export
prices developed by Chase Econometries shows that ULS. export prices
renched a relative low point of 926 i 1973, vose throngh 1976 (when
they exceeded 100 on the index), and declined to a level of 951 in
1977, Prices are expected to decrease further to about 91.7 by 1979,
putting US. producers in their most competitive price position since
1938,

The recent improvement in the price ec spetitiveness of V.S, expoits
15 due to the combimed etfects of dollar depeccintion and relutively lower
mtlation than in most major forcign countries. However, some trade
surplus countries, Germany and Switzevland in particalar, have had
lower inflation than the United Stutes, which has offset somewhat the
apprecintion of their currencies relutive to the dollar, Hf inflation ac-
celerates in the United States, much of the guin in international price
copetitiveness would be wiped out.

LS trade performance over the past few yeurs seems browdly reluted
to change i price competitiveness arvising from relative inflation and
morverents e exchange rates. hmproved 1.5, price competitiveness
e the period 1971 through 1973, attributable primarily to the devalu-
ation of the dollur, contributed to the substantial export surplus in 1974
wned 1975, Corvespondingly, deteviorating U.S. price competitiveness
daring 1975 and 1976 was a factor in the mnssive trade delicits of 1977
and TOTS,

* Pconomists disagree oa the effectiveness of the ) Curve phenomenos v Taniowe B
hrawse of the Brooklngs Institution In testlmony before the Subcommittice on Feliuary 8,
1905 contended current doliar deprecistion would lead tn e o baproved U S tende
posformence, bhut THterd C. Galnes of Mauufacturesrs Hauoser Trost Corapany gue dianed
the «fects of exchange rate depreclation when rates tend (o cycle or move up snd down
cplodionlly. Guines suggested only stable deprectation over & Bnlte perlod of the wlfooted
trade badances. See Purt 1 oof tie hearlogs on Fapoot Poltey held by the Subcommiitiee
on tutvrnational Finnce, pp. 91-100.

®Sre testimony of Johu "'. Norris, Chase Econowetiles Assoclatlon, tue. Ezport Policy
henrtugs, Part 1, pp. 124126,
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Ut There 16 nttle evidente o 1l . 3
jouships, perceptions of quulity, and assurances of timely delivery
nt for cxport success in many markets. Germany, Japan and
witzerland have reputations ns dependable suppliers and have con-
inned to export successfully despite deterioration in the price cou-
itiveness of their products. 3 :
U.S, producers tend to be much less aggressive in exporting thun are
Ja ; and Euiopeuns, in part use U.S. producers have
ewer incentives to ~xport. A Inrge domestic economy and relatively
wth rates at home enable U.S. producers to expand production

nd onjoy profits through domestio consumption rather than relying
pon exports. U.S. exporters also fuce wmore government-imposed dis-
wentives, such as anti-trust, anti-bribecy, anti-boycott and human
i‘!'"l wstrictions and liuhlvl‘ controly on exports lo conatint
wintrles. _ . o .

In conclusion, it is unrealistic to expect rapid and signilicant im-
rovement in the U.S. trade balance due to exchunge rate deprecintion,
e s (1) dollar deprecintion will improve VLS. brice compelitive
(RS ONLY &l vetnforeed by cdatively low U8, infiiion rates; (2) trade
ows will respond to relative }u'ivo changes only belatediy; (3) the
1.8, deficit will decline only if growth rates ave higher abrond than
w the U.S.; and (1) U.S. trade performmnce is not closely reluted to
lative price considerntions for structural reasons.

Cuarrer 2—Trexos an LS, Exvorr ComrenimveNess
N Seeciric Probver axn Marker Secrons

United States’ export growth has been negligible since 1071, Export
rowth in nominal terms has been 7 percent s or annum compared to
1814 percent rate of imcrease for imports during the same period.
ot only has U.S. export growth been slowing but what growth has
u has been due entirely to price increases rather than greater
les volume. In real tevms U.S. exports in 1977 were only one percent
ter than in 1974. The Subeommittee’s second hearing addvessed the
nestion whether the leck of vea) 118, export growth reflected declin-
ng competitiveness of 1.5, non-agricuitural products in international
arkets, ) ) _
Slow growth in U.S. exports is attributable in part to slow cconomic
rowih rates in .. litional markets for U.S. experts. The Canadian
arket, the largest single mnrket for U.S. exports, has expanded very
lowly. Japan, also a fN'ge mnrket, has grown slowly in the last two
ears, as have some of the major non-oil producing LDC markets—
3razil, Mexico and India—which would normally acconnt for about
reent of U.S. shipments to non-oil-exporting LDCs. Thus, the
1.8. share of world exports is growing more slowly than that of other
dustrial countries in part because the countries to which we tra-
itionally scll have had slower growth rates than countrics to which
ur competitors teaditionally <ell. )

At the snme time, however, the United States has failed to expand
ts exports in the faster-growing markets at the same pace competitors
ave. The United States experienced deelining mueket shaves m 1947
v exports to Japan, Taly, the N('“M‘I'lﬂll(!ﬂ, several Latin Awmericun
yuntries, Indin and Koven, as well as the important OPEC murkets.

vichind Carney Indicates wbing paticen. dbo wd Cualhey
micasured competitiveness by com mrimf U5, exports to the exports
of oiher conntries in overseas markets. They examined the exports of
nine OECD countries in fourteen ditferent vegions for three periods,
1965 1o 1970, 1970 Lo 1973, and 1978 to 1070, During each of the time
periods analyzed the United States lost market shaves relative to
Japan. The deprecintion of the dollur relative to the Jupanese yen did
not ennble the United States to recover its eurhier ket shwe of
total manufuctured exports, U.S. losses were lmlli«‘ﬂ'ﬂlly Jarge moex-
pots to the Furonean Common Muckelt conntuie,

&

|

Fho fasient o cier importing vegion in the workd in the lust fowr
yeurs hus beon 1 *aule East, OECD countries” exports to the Middle <D
Bt incrensnd by oo than six-fold during the peviod from 1970+

e Toege el S dnpan and Gevaey all inerensed theiy <o
el totul i fac seed ez ports durving that peviod, but the largest guins
were mnde by Papa

Kelative diflecences ia growtl rates cannot explain the supevior
"ﬂl""i"“\' "““kg-l lyg:. !‘(l“"mnl‘o A1 H“ll'l' “l" "lll"‘h‘lﬂi (!ulummuly
comntries or the Mididie East; in both enses Japan und the United
States were on the sme relutive competitive baaas, The difference in
exchange rutes wnd price soavements between the Jupanese exports and
LS. exports should have Jed to superior VLS, export pw’m mance,
but it did not.

As LS. price compeditiveness improves there s same hope for an
tercased VLS ket shave in nmgor mavkets, but won prive factors
could be critieal. Salesmanship, marvket fanabarity, vehable delivery
sehedules, nfter-sales-serviee, product-quality and credit terms can de-
termine the suceess of efforts to exploit a velative price advantage. The
United States i+ facing increasing competition across a browder range
of products meluding eapital goods and high technology |nmlu.:~
where the VLS haes traditionally been dominant. und nonst make new
cllorts to see that US. products arve competitive and that 11,8, Goverp-
meat pohicies do not reduce export competitiveness. !

A deteriorating trend in UL exports is evident from an analysis of
exports of resenveh intensive products, Thstorically, the United States
and the United Kigdom have exported products intensive in caputal
and reseavch and-development expenditures, However, in recent yrars
both comntries have allocated a sinller proportion of their gross wa-
tonal product to investment than have Germany soud Japan. They have
nlo had Jower growth rates of enl investment, Aho and Carney
examined trade patterns for researeh-and-development -intensive com-
mwlﬂu-_~ such as chemieals, machinery auld transport equipnnent
setentific mstenments, and miseellaneons manufactures, The  foumd
hetween A9G2 and 1970 the TS, shave of total OFCH exports of thee

commodities declined from 27.6 percent to 217 prveeni. Ry 1976 1t was
lln_\\'n to 205 pereent. The TLKDYS sharve deereacod bet ween 1962 aned
1970 from 152 percent (o 100 percent and has continued to decline to
n dow of B3 pereent in 1976, The German share has venained <tahle

but the Japane-e <harve hns grown temdily winee 1962 by 1950 the
Japanese shave was LA pereent § in 1956 4 was 13 peveent, The U

dechoe ceems Bikely to continne unless vescarele amd o ’

\ ¢ \lldx'punl.l
expenditures and capital investment incrense.

]
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muotlmmt this priovity winst change if the United States is to
rofit from new mnr‘wis. The OPEC countries, some of the non-oil-
woducing developing countrics and Japan, where major efforts are
nderway to remove trade bnnicn" offer market opportunitics which

the Uniiced States should exploit. Whether U.S. business vesponds \\~|[l

pend in part upon government efforts to involve additional 1.5,
rine In exporting, as well as to familierize emtmﬂ exporting livms

ith new export opportunities and to support all U.S. exporicrs

rongly and consistently. : .

Struetural factors rather than price or business cycle factors explain

cont changes in the pattern of US. exports. Tn addition to the fact
hat the United States is less export-oriented and makes less effort to

xpand it exports than do forelgn competitors, the Unlied Stutes!
raditional leals in productivity and technological innovation have
been Jost. Investment is lower in the 1.8, than in a number of other

contries, and there s evidence U8 tndustry is shifting investiont
from basie reseas L to comparatively minor product and process de-
velopment in the expectation of ulmrt-_torm returns, These trends sug-
gest V.S, exports will lng even furtherin the future, .

Tinprovements in 118, price competiti: eness vin depreciation of
he dollar and lower inflation ean lead to improved export perform-

nee in a number of entegories—especially consnmer goods — but where
exports deperd on relinbility. qm\ri‘;y anc servicing, and for products
with high teehmology and eapitad inputs, greater price competitiveness
alone is unlikely to fead to major increases in U.S. exports,

Criarrer 3.—Forrrar Govennyent Povicies ann Proarams to
Svevorr Exrorrs

Foreign government support for exports has contributed to the .S
trande deficit. Mr, George Stathakis n} the General Eleetrie Company
testified before the Subeommittee that the biggest obstacle to expanded
11.S. exports is the help forcign trade competitors get “rom their
governments.

Although fiseal and monetary policies are not generally vegarded
s efforts to support or subsidize exports; the restrained growth poli-
cies of Gernany and Jupan have been condueive to export srowih,
snd these conntries’ sluggish domestic expansion has conversely
Blocked imports. Beennse the export seetor is sich a large part of thes:
ceonommies, ndequate toln]l growth can be maintuined while pursving
policies to restrain inflation, ) ‘

Industrinl policies nre nn important element in export expansion for
yny conntries, The industvial policies vary s Japan, Franee, pad Tialy
vely extensvely on planning mechanisms, but a number of ofher
countries, ineleding Germany, Sweden and Denmark, place far more
cmphnsis on a vworable investment climate than on targeted indus-
trinl policies. Regional development schemes arve also used to channel
resonrees into industries with strong export potentinl. )

The effectiveness of cooperniion between government and industry
in celeeting target industeies and doveloping them is best exemphiied
by Japun. Tha post World Wi T vise of the Jnpanese steeland =iip-
Inilding industries to positions of world market prominence was the

POOR ORtma

ges Sinee L g government coordinated elfort Lo oot the Japanese
concpoiter edusdry Lns boen similarly snecesstul, Another impressive
wepeet of Japanese industrial planuing is the ability to react to over-
eupacity in certain industries,

A nmber of other conntries have attempted to “farget” industries
with export potentinl. Taiwan, Hong Kong wnd Sonth Kovea have
developed their textile and footwear industrics, and in the process

have supplanted theie model, Japan, as n world supplier of these

cormmmdities,

Fesenreh and development in Japan and Europe is often directed
toward products with export possibilities, The Furopeans have worked
couperatively to inerease thelr shinve of the international commercial

- "0
wiveraft market, at the expense of the 1LS, The Japanese govermnent
hie coordinnted vesearel i computers and semiconductor technology
withan eve towanrd developing a wajor new export industry.

Vithonsh tudies condneted to date do not seem to indicate signifi-
cant teade differences avising from ditferent applications of environ-
tental standards or anti-trust lnws, a reeent study conducted for the
Department of Commerce suggests that the more vigorons environ-
mental stundards in the United States may have an adverse effect
on peaductivity i this comntry velative (o other OECD conntries
which, of conrse; conld have eonsequences for export growth in the
Futic e, The United States also has the most stringent sndi trast legis-
Fations Jupan's large trading companics face no anti-trust problems.”

Vv countries use remission of indivect taxes to stimulate exports,
The recent Supreme Court decision in the Zenith case confirms that
i b vebates do not violate U.S. conntervailing duty statutes. A num-
Ler of conntries also have a very low rate of tuxation on the income
of forcign subsidinries of domestic companies, whicn enables a com-
paty to establish n sales subsidiary overseas and avoid practically all
tovation on export sales. The United States does not permit such
diferential tux treatment,

Japan, additionnlly, has a tax incentive svstem for exporters which
wa nodified recently to emphasize incentives for ssnaller and medivm-
sized exporters, Many developing countries rely on tax incentiyes to
stimnlate exports to an even lger degree than do the developed
conntyes,

The most dmportant non-tax incentives are in the wrea of financing
fon oxports, Mot connteies provide some form of olicial export flnune-
e o] the French, Japanese und British we supplemental non-tax
pcentives ws well, Pavtiealarly noteworthy are the export fivancing
e ntives designed for small exporting finms in Germany, Japan,
Fealy and Freanee,

Forcign sovernments often finance prefeasibility studies. Tn some
ciees thas is complemented by govermment-to sovernmwent contact by
top Lovel government oflicials well versed in the project who assure
the privelmsing government that the bidding fivin has full ofliciul
suppuat. ) )

Lapanese companies bidding on major constrnction projeets can
proe ot asingde, combined price offer. VLS, anti-trust statutes preclude

Pl tieenibies oftered by forelgn govermments to thele vapoariors are entnloged by the
S i) Comndtiee on UN Baporte In Part VL of the Eopot Policy bearlugs, pis 107-2348.

- -
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repid, to tnke o conxiderin - -
Bank, and to supplement and encournge, but not compete with, private
capital. The Bank must also take into nccount any serious ndverse
elfect of its transactions on: (1) the competitive position of .S, in-
dustry, (2) materials in short supply and () cmployment in the
United States, ' ' S
The Bank’s programs include: (1) divect credits and finaneial
g wters for major eapital goods exports requiring repayment
coodds of 5 years or more; (Ql medium-term guarantees and discount
l:uns to 1.8, commercial banks and Cooperntive Finnneing Facility

Joans to foreign financial institutions to finance capital goods export=;
and ‘8) in conjunction with the Foveign Credit Tnsusance Association
(FCLA), a group of private insurance companies, short-term and
medinum-terin export insurnnee aguinst politieal and commnercial vi<h<.
‘The Private Export Funding Corporation (PEFCO), owned by LS.
hanks and corporntions, often |ml‘|iciimt('ﬂ in medinm-tenn expart
fhanncing tcuot‘wr with Esimbank and commercial baike. Althongh
the progruins supported divectly and indireetly by the kxport-Tupont
Bank are extensive, they frequently do not wuteh those offered by
foreign governments. :

Foreign competitors support a greafer pereentage of their exports
through oflicial finaneing, nnd often provide more nttraetive tevos and
progeams. For ealendar years 1975 and 1976, Jupan and Franee pro-
vided official export credit support for one-half their manufuctived
exports; the United Kingdom for one-fourth of its man fuetured ex-
wrts; Hnly for um-»u-i;.'iull. and Canadn, Germany and the United
States for slightly over one-tenth of their manu factured exports.' The
United States Eximbank ¢ffers a smaller pereentage of oflicial credit
(averaging 42 pereent) foo long-term export credit: than do the official
export credit agencies of the other six sadions. Jupni nlso provides
loenl cost financing, which is not available from the 108, FEaport-
Import Bank.

Japan, Germany, France and Ttaly offer insurance against exchanse
rato fluctuntions; the 11.S. does not. The United I\'ilngc‘mu and France
offer inflation indemmnity insurance ; the U.S. does not. In order to en-
courngo exports of complete manufacturing ulunts, Japan is now ofler
ing performance bond insurance covering 70-90 percent of pos=ible
losses, The United Kingdom also provides performance Lond m-ur-
ance, which is said to henefit British contreetors competing for Middle
Enst construction projects,

Severnl forcign conntries combine foreign add progranes and ollicial
export eredit progrmms in ovder to provide low-interest Jong-term
eredits (o developing countries. France, for exmmple, offers “rnined
eredits” for as little as 3 pereent interest and as long ns 205 vears, The
United States not only does not offer mixed evedits, but its bilateral
assistunee program has shrunk relative to other countres and heen
vedivected townnd projects which provide fewer opportunitivs for 1S,
«'u,nilnl oo export s,

Uhe Eximbank has mannged to keep its long tevin evedits competi-
tive with those affered by foreign governments, hut ns intere torates

W Paport Policy henvings, Pact 4, po 70, Table Bubmlited by the Dopurtment of the
Treasury.,
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progerins will wlso be hompered in fliseal year 1050 by bucdget mita-
tions imposed by the President’s Office o Munagement and Budget.
Exibank is the anly officinl export ervdit agency, besides Cannda’s,
which yeceives no annual appropriations, snd 15 lﬁu only such agency
sibigected to annual legislated budget eetlings on its eredit programs.
Eavnbank will exhinnst its divect lending authority of §3.4 Llllum be-

fore the end of fiseal year 1979, Authority for fisenl year 1950 has been’ O

st at $1.1 Lillion by OMB, sbout one-third the anticipated demand for
Eaxnunbank credat.

Eximbank is also subject to political restrictions not imposed
on the progrnns of foreign governments, Kxports 1o comiunist coun

\

tries ave incligible for Eximbank support unless the Prosident had >

national inferest ane
criteria for freedom of emigration set forth in the Jackson-Vanik
Avcndment to the Trado Aet, Only Poland, Rumania, Yugoslavia und

Beibiginy st Cliaciindy O ‘;“"“ for Eximbank credits. Eximbank ve-

views export eredits for human vights consideraiions as well, un
npon the wdvice of the Department of State frequently holds up or
dentes eredits for exports to countries with poor hinnn rights records,
ITn the cnwce of South Afeien, Congaresss ndopted legislntion in 1078 to
deny Eximbank support for any export to the Sonth Afvican govern-
ment and to any ot her purchaser, unless the Secietary of State certifies
that such purchaser is observing the “Sullivan privciples” on fair
taco b emplovment practices,

The Eximbank legislation reported by the Banking Commitiee in
1975 and subsequently incorporated in LR 11279 vepresents a signif-
icant step forward inofficial TS, export financing The Bank's author-
ity was extended five vears and its aggregate commitment authority
was inereased to $10 billion, against which up to $25 Lillion in guaran-
tec o insuranee may be charged at 25 pereent of face vadae, The pre-
notitication requirement was modified to increase the threshold from
F60 10 £100 million for evedits to be submitted to Congress before final
approval, and the review period during Congressional recesses was
reduced to 35 ealendar davs, ‘

Othier important amendments to the Bank’s charter included : the
Chafee amendment providing that the Bank shoukd not deny credit
apphications for non-financial or non-commercinl considerntions except
where fhe President determines that such deninl wonld be in the na-
tional intervest and where such action wpuld clearly and mportantly
advance V.S, policy in sueh areas as international tervorism, nuclear
proliferation, envivonmental protection and human rights: the Steven-
son amendment providing that the Seevetary of the Treasury may
authorize the Bank to assist TLS. producers to mateh oflicial forvien
credit support for exports to the United States when snch foreian sup-
port excecds internntional standards, and the Heinz smendment an-
thovizine the Bank to provide financing competitive with that pro-
vided by foreion government agencies and authorizings the President to
Lo con mmisterial level negotintions te end foreizn predatory export
tinaneing practive . The Bank’s authovity to Guanee aeovicalturad and

alar energy cquipment exports wasonbo expandid.

deteriined that Sllp‘ wt for exyoﬂs to the country in question is in t}

Hlhovvieeannne nin onevent le p“!

since 1071, that the countiy nicets the ¢ mgenl T




pm on an equal hinancing basis with foreign compelitors
litical restrictions on Eximbank eredit continue both with respect
communist conntries and human rights violators. ‘The Bunk cannot
tch the mixed credit offers of foreign governments; new authonity
Id be required to luinch such financing. Finally, the effort (o re-
in International evedit competition is foundering. Negotintions in
78 to strengthen the infernational Arrangement on Guidelines for

inlly Supported Expo:t Credits collapsed because forcign govern-
ts refused U.S. proposals to place ti !Mer limits on such support.
l‘.x?ort-hnport Jank is not ndequately equipped to meet the grow-

g foveign competition in official export eredits,
Cuarren 5.—U.S. Aanicurrunar, Exvonr Poncirs M

Agricultural exports are the mainstay of U.S. export perforiunce,
counting for approximately 20 pereent of totul exports ench e
tk exports of 8204 billion in 1077 exceeded agelenltural lmports by
0.8 billion. Without the net positive contribution of the agricultural
tor, the total UL.S. teade deficit in 1977 would have been $10L.8 bilhion
stend of $31 bilhon,

The agricnltural teade surplus is important for the domestic coon-
1y. An estimated 1.2 million jobs in the farm sector result Trom ex-
wis. Mor ery every dollar enrned throngh agricnltural exports
rectly stin wlates another dollar in domestic out put.

The United States is the world’s lnrgest exporter of grains, aheat,
e, feed graing, soybeans, cotton and tobaceo, and has expan ded ex
prts of livestock products and poultry in recent years. ‘The 1.5, -have
the warld grain market has mereased in part as a result of greater
horts to the Soviet Union and Eastern Enrope.
but TS, agricultural exports conld be mm“u gveater than they are.
st opportunitics exist for expanded production at very neavly con
nt costs, Fven without expanded |u~m‘uvti(m. surplises are pencrally
ailuble for export in any given year. U.S, agricalturval producrs res
in highly competitive in terms of price and quality, but such con-
lerations do not always determine suecess aericnltural trade,
easury studies indicate . . . the price elasticity of demand for ULS,
wls varies considerably and a relatively large shave of U5, exports
neconnted for by products with relatively low price elasticities of
mnnd—agricnltural products, raw materials and highly specialized
pital equipment.” ' -

A Libyrinth of subsidies and protective devices for the ngricultural
stor thronghout the world insulate veal world agricultuial oxport
ices from movements in exchange rates. Devaluation of the dollar not
ly fails to inerense the volume of VLS, agrienltural export=, but nny
it 1.8, farmers by reducing returns on foreign ngricaltieal sale
The United States envnol assume the continnation of its predomi-
nt position in world sgrvienltuenl markets, LS. soybean grrowers faco
owing foreign competition in soybeans, palm oth and rebuted gl seed

Part B oof the Mabcommittes's Frport Polfoy hearlngs contains the reconrd of n hoaringe
“Avetenltuenl Expart Pollolen™ ln-‘c‘ on Mareh A0, 1078 In CWlenga Tiinals At lonal
thnony and shantements on necleslinesl esnorts nre confalued u: pto 2 pp 1 05 103
Lt A pe THE 2RO e R o 12K 42 48, 100 178

I e Naport Polloy heartugs, Vart 1, p W
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Sazil to capture a large share of the workl merhet Tor suyheais al
soybean meal. Expangion of Malaysian paim arl exports has cut 1to
the TLS. export market for vefﬂ.nhlu.ml. b L

The Vinited States is also Eneing inereased compet ihon in the micus
of colton wl tohaceo exports. The Soviet Union has taken a sub-

ctantial shure of the 118, cotton warket in Europe, wied 0 nader of

developing countries are hecoming importunt supplicrs of cotton, w-

ehling the Dvory Const, Chad, Colombia, Turkey, lran il Afghanie
stan. Worea, Benzil and Malawi have incrensed their tohneco exports,

The United States faces inereasing competition in fresh wml proc-
eoredd frnits and vegetable exports from Moroeco and _lﬁlt“". Taiwan
has cerged as w major exporter of a number of horticultural proal-
uets, Bnzil hog yeplaced the United States as the world’s leading
exporter of concentrated orange {nwc, and alwost every Mediter-
Fancian colntry 1s now m-llwly imvolved in exports of tomato lmulm'ts.

United Stites oxports of livestock products such as hides and
ghin-. tallow, greases and variety ments, are encountering strong coti-
wiition from Australia, Canada and Southeast Asia. )

The Department of Agriculture testified before the Tnternational
Finance Subeommittee on Febrry 23, 1978, that the principal factor
allecting US. agricultural export sales is foreign taridl and non-
tan it Larriers to 1S, produets. The Euvopean Conmnnnity’s Common
Aevienltaral Poliey, }ur example, |n|'n\'ic\v\' for heavy subsidization
of lioh priced BEEC wheat and flour to make them competitive in the
worll market. Even where subsidization is not formal, arrangements
for ovain marketing provide opportumities for monopoly pricinge.
Au-tralia and Canada have wheat boards which control most aspeets
of wheat trading, inchuling the pricing, financug and marketing
tevis for their exports,

The wheat bosrds in Canada and Aostralia sie inoa position to
enter into lons term supply areangements, snd have done so with the
People’s Republie of China and the Soviet Union, Such arrange-
ments presumably have included favorable pricing and financing for
the bavers, but detai’sd information on the arcangements is not
available i the United States,

The Canndizn wheat hoard has a monopoly over Canadian wheat
worhetines, including tamsportation snd exports. The Board finances
its operations with hank eredits ;:lmr:ulh'ml by the government, The
An-tralian wheat hoard receives credit through the veserve bank of
Vuctealin, The wheat boards have foll anthority to st prices on all
sale< By Tfollowing the markets, they ean deterimine what VLS, prices
are likely to e, and offer their wheat ot n lower price. There have
been o nnmber of examples of wheat hoavd sales on concessional
terms amd with vepayment periods of more than three vears,

Canadian crain is also subsidized by favorabile vail tran portation
ol for movement to export lml'l\‘. The Austeabian wheat hoand
chanters s own balk carviers, theveby enjovings lower Dreieht costs,
ancd the boand follows a destinntion pricing scheme which enables
An braban wheat to he competitive o any over cos e bhet,

The Favopean Commmmity uses export suboadies to veduee its sar
phccs and ctrenethen prices, pacticalarly o the Conmmmity™ ol
wheat waoket, Individual member countries of the Furopean Com-

1030 .

-~



-~

0¢

Mo puatpeedop
Lptendado

Vb g ol e poget oot aatt s onpodd TG ) wonaog son gl
WIS ) Popeavdd aau st posuos pua
e ) ...h .._.. 1y _.:..._.‘,:.__.;.: —.._: Lo Do _..~
| Ju 1:.:.:._____,_ vl —..._._:_,_.: 1m ::_..Z::.___ ..__.—:__._ BN )
a1 Y B LU B IR BUD R
...:_._ LRITLEN BT ALY ._: IR ._: _..:..:..__..__. .::
i ,_._:.._:: :L..:..— W e ) Tpajtiggrg ap
O |0 U S LI SRS A0y Ty _.__:A..:._ B Us fpam s ponpead g
,_..._:L.. _r:_‘__.__..- Wil ____..: ..._- T_..__ :_i.;—
wpstpu aupuotpaud oy spoodsoad mbiu
Ho vl ,_._.. _.._:

) RRRLE —.Z._ _...__ |y oo
L R e LTI |

~

ot .__ h.. jreaag
:”. TR B I LN LU

(LN | _.__:

"o ._.:___ _....:_/.
SO P Ssand _.— _.;:
1]y Turpiody o vo spudoag ___._,__. L) RS R LTTITEN _.;....:_

PR 3 S oo o saor P S HEDI RO J ] SUuahpigt st aosotd

PIPUOD DALSUOYXD Pus suolpeotpeid anpnidog
LT ARULUIE TR wiaprndna _......:....:_ N LN T sphioy ey L1
HIHIn ) Jo SUERLL WM JO Bohpgsiaiap . apaa g, pas Aapnp
..__ ,_,__ /, :.._...:_.._; ,_.__._ _.... .._._.,._.:_7,..._ _,__.__.,:__,:_ Alaan ._;_\
Gty _.1/:.-: —....:_ ./.._....L_: v_;..._._z..
Q) PANMO) Pt AP IUANSUE LI0JJ0 [[WIDA0 91} PUN PoZi[Liaaplin
- .:f_::_;._: .:__ .T.._::._._.:...:: wiw ./.._:,_..u..:_ .:: .,_.:..5..__ J...Z—__::
preos ut Lparoops aaowe apxdwos soonpoad gy dpy o) poudtis
= I SUHOLI S e anstoad PUMHILINAOE) "QT ] JO Ajortua

«ord prodya opuarid ypm
stateedvan
9

HINOANS] anoaaasg

FALLVIIOV i ANV Sovanon | INSRNTEAOY) ST () O LAV

‘r__.:_/ ) _1__;_.. Maan f _ O) - ..__.__.:_ wi ._.U. ._3 o) _:_. (AR LR |
An=sooo pudiomnd oy gngp crorpddus wose Appegurgoa | ooty o)
_..._.__;__ )OS AN Soaasad uneet a _..::._ BALLPHIOD JOEnon yjm
aunjoion 03 1)), M) Jomodus a0 saopnadmod udtaaog Jo spavog wieasd
_.:.. _ PROG PR ) pem .._.:_.._.... uno _—.;__: LINNRL __.___._: naou QU _:
sotuedmon Fupaag st o) poon Avar pus ‘saotciug prods o pasodan
“J10F CAOIIE OS PRONS SRS Pojtug] O], .7..:_.:_._ [ noLse
‘Wl 20 spEw ...._.._._:._._ G GoitPat PIROD JorHw satnsuan o) ual)
oy .4_: LLAN BULTT AV I _.___.:—. pun ..._.: MO Xou oy ul t.,.:_:._._ _::_T-.Z_

THUKI | 13 RUURURTUTIY wlinoo POSHAIDU] SN SN P ) ey

\ "(Midup
ut uegpmmsuoy Jog ey dogunad sowig) gr Apran st onondminsigd
[ B ey aod W) manmn) paaad o't 8w onm su Ay fopdimexo
an) :____:_. LY KT SRI0dXa Jo] 9SUIDUL PINoo BajIIE Pti)
O1) 1AW ST NON P Jj1an) :4_,:3 JO notpmn z_:_:::u il
£51 manmarodt aapo £ papraoad iy 0) utthy prodedns prodso ypm
LAR .:_.;:_ [rangnonaEe Q) .._:::._ 0) puy ‘s prios o) ssa00n
s from prw ARTLAYA U0 0 2AL18 pinoys JUAIREIDAOE) QT[] ™YL,
‘safvpions pooj Aq p mstupd prrow v ug asuas say e ‘soorad pajugpui aagus
v Soganpond paswatap ezprsqng 0) Sakudxe) g() Hutaae) v
Jappm .,_....:_x:._ JUDDIEY JSOME S PLIOM 9] Woaj ,n__:._f m_:_;.::_n”._

'RIGL 2 pady uo nosuaAmQ o mpy 10mng f~ paonp
ot ‘11on 'S gppprand asop oy oy, ‘parwaddn sotuguasardar snas
“1a40 e _.._.::..7 Y] TN AN :.:::.:..u«. wh 10, € AN ::..:..:.
._: m .:::.._... o — ._:_.._.4 u: .4__4.: ..: n.u_a—:v.— .a_: 0} r__.:_f ) _:_ ML)

004

.
-
HEET -~
! J
L >
3
- oF
« .
. )
T n
. o
4 oy
[
-
1 o
-

o dd g o Cedupavay Aopgeg
TE U LU S

SO0 suonny e puaioaoddon guuoyniis prorA proogs ssoaain, )
YIuG < Ay e st . \ ::_J:.:_r.'.— opul g, ...:_/,,._ it oty Vil
ANXoHog vatjua)
11 ;_._,. o) _._.: _____ 3 ,:_;_. .f...-..: ./.7..- st ol _.—__.?: ._..._._: st
Gt o ;_.._,..7..._ Ol .J.h— O} —..._;.._._:1. .x_ jou _.—::__J. 1:_:.._.. rv.rv.v
Popin dxa PR Podan sassou )l AL soLnpunog _...._:_..;.._. Ll L r._...:..:_
ARpPommos praiganEEe s appup o) spoelosd aanjonags wajug o
AUl ey )0, Popuatitioagad Sossa A oo pun >.__:L o1 BOHHOIODD
e ioun v o) _..._._,:.:_ aom JIpato ))) J' 1861 >.._ z—_:—.r.._:_
ol G7a Apmnxoaddy o) 95pg Aq pundxo prios viope spaodxo
WEOO PP s oL Lo Sy Saet “g) W) (uuotju N ey Jo :...—._I,.._Am
‘Al ) AL YO Ssppato )n) Jdoj ;____..:_,. Boljunog AUOUO0 v
WO ot .,_._...,.._A_ ..:.m.._:._. —.,_—:_.:::_......_ Os|u >...___. HAUOA H0)
O) S0 Dadi]) toa g s xo ____:__:.___u: 'S1l .T.u_:.:_::_,‘ (D)D) woeny
wiodio ) ptpad) Ajtponio) Jo :...:;:._.._ 40} pot tod s vu o) o
uot=uo e poproddus vogpunuesquy 9y 2004 dutisadds BOSsOULAL
0161 ut spiodxa [wanynonde 'S} Jo
..:_.._,..— 9°C¢ noqu paounuy ¥ oLy, 08k I'd dapun pig pooj |vuoIssa)
-uoy pum ::::_:;_:,v 1paa) >.:_.:::_5.v salmuody jo yuoutpind
MY CSrs :\._..:C HIVHO O) J0PIO UL Jajjo 0] 9jqu o1y >,.:: H"pa
JO Spuy oy wm ,:._:__t..__ RRIL B QAN SaLunog 1a410) ._r:.:_z.. |wrmng
___, ot .f. — ) .::_ .:;__ :/_: —-_::.« .r___:_.,n_._._ -ru:_;::___ _‘..:.:_:_—
st o Ak aod ot gogs ).*.._:::,z.::—‘._: OsLL pnom
gpodxo pranynouse Q) ‘%0p A@wunxoadde £q o arom siotiaug
Juv uon pangpnonEe Jo .::_.,::_... pravy ayy ggp * * spodxe ano
prov g odoansg ue s A9 dpfnraImA prn undue g ur sujonb ramypuondy “uon
aojond Qo) ueg) vaaa0s aaow vonut st uotpoojord udioroy o0t nqn
DOPPIIHOOGIS Y] oo PoZ)sa) HOHILSU | SGUIooag] o) Jo aurj)
MOWRLAL (] pestadont g ppnod g)iodxo [rangponae Q) ._.;.“_.5
YN onaan dolwte o) st sarpisqns prodxs P saonuneg ::._:: wile
-10) g suorpnpayp sord podxa Q) aodumy spodxe pranynotaste
provina op anpuotpnd ue satgunos Sutdoaasp Jo €0 o ) pus voranp
ad LY RRULLE O LR BT oadesaid 0) SOLLUNOY AUBil Jo sp1ofe oy
.:_.___::o
OF TjHlTp o1 It RHOLINA Jo SULIGY JouXs oif) pr .._z._:_: ‘pojturt)
§ Sa1pragns podxa no uonmukopug wuyy) jo __:.__:_..,: m..,___:,..— )
puw sy, purpnng g ‘asduge £ pozipsqus wasg sauy spodxo eang
.tc.s
sttt ad s Cs amnn anpy g “Apuasat suwaford Lppsqua sy up sadfuwys
SHOLIA apune swp Jrzvag] wprodxe v 20) Apreque xu) w soptaoad
os|n [rzgg .r:::_:u.r. [{®1040 uo Jyord v oy 0} Wtp) s oM
‘spmpord £0s Jo a[US 01)SIWOP WO APISANS JUINIILIIAOY ¥ PIALIDIL UR|W
craptodysp spnpoad unaqfos Jo s1Ang wdiaao) o) soarad gy eanped
TR .A.:: oM s snuoq v 89 [RIjUAIOfIp o) osn puv sajul uaa.-c_:—
aorSq Kuipumsqns 38 19X UMJIZRIE] D1)SAOP ) UO EPUNJ 8
prajat i saaprod g sponpoad unaqkos jo spodxa i) 0) uottodoa
wr stapoddxa 0) sagna s Ul _..::..A...?Z._ W spunj nv_:..:r:u __Ne._=
.r.._.__..___ ::..._A.Z 10] h_.“n._za .:x_t.e Palipur uw pasn suy [1Zwagf
“atmanyos Apisens quattiaaaoid w dopun Junniado syjuw
Nl .;:_._:.-:: a0 —-S.a@ .5-&

= 4 v
%,




. n daud Joogur ur dd
PUS D SRR R g gl g0 L lamd B pouguinnd s Joofqne K e Ao g, o
R L Tl LU SR SR R

s s ponpoad varua e Adopowpaa g, pseds podso g o) ApEueags
PRGOS SE PUR S o SR U dojoi) A0y W st AGOoN

s SHOUA Sdoompag, WEL ST L Ea,)

Aaorpedd rodya puomuaaaedy Gy oatproddus pue uapasios aaon
¥ uoddn pPuadap jprw puae ....:_....x_f. HE ARG Ssattsig uiotiaiiy
ey o PRI PR S daprEoadg i w m.:_,—:.,:_ ..,....._:_...4. .:._,:.:./.. .._.:_
SN o iuaty stonpriodaog QL Isosasp o) JO 0maoad G| st
PP Hodo SR PO PadtloLtad Xoul Pt [pees wo sotpeat o proddns

S su00) O sadouitio ) o puotpiudag) o) Jo spoge Juacas apdsogg
Sy paaeansuL sy SLOLLIUY ooty sataadod Wa o Tpens
QO TR ] s -.....:.._..,x_w.:.— BULY Ao it Sausae ao oep
ST T AL STHOT RGO Tt Joajoad | putuuLd At pau ./.._u..._ LRI |
SSOConad pdnaon T pooiogue s ....::..—u::.:.. PO A ssaoois
Auvig - jpwgs _....u.._ Gaar] puie puoage .r.:.._...x_ub SEA Y M ./::_.."..:._._..L
w =u .1.:..._._....._ GAL L StHTpE pue ..;:..—.JTA....— Aot o tm ..::L: vl
aoepniad eeoads oambod Ao SAROP PUE SOOI BTG e
Aot o) a0 ssoooad wonpeoddu osuootp Jodxo o) Jo spuouaanbog
S ) e prep o) poddmbo- e Apaeans aae suag ey
SAOSH Uy s puaagod poasputg asping o uois
“paad =t o Sppgqeesod oy pae asoad o) un suononpod puanbosgiyg
sspgonag xug oy ut wonpedonaed Auvdios (eais pojiqigat wonepsag
Os e xaopdiios oy e sutApdmos jo sps00 FULUNOIE puE (uaa) oy
G SR mFoad o) Jo stsApuan puotiaedag Aansean ),y s jassi ul
uoy |’ A QUG SO W ,l.:._-:...:_..c.. Juoaud o) onos AR Sjathaeg
OSICLT¥I0) JO 2,00 1080 ] 1G] QIS SUOISTAOX S (] JO 251 apent A
L ST saoprodaa Ausduwos (es wouaptas st adon) yEnogy
owosut prodyo uo soxe)
pariayap SAAPIOAND SO PN C[IGT JU Y ONUDADY] ) UL ST s
funasod g (Os1d) ._:_..“...xu..:; SOty [VUOLBIIO U] SLsatitog] o) st
SUIR L apdmusa auopo ougy stopodxa dioy o) JuannLIonos sy Ay p sy
-jv sidoad DIURSISSE g ) u:__::.c.-.-._n uoisnjuos pun Aowopsis
R T Aurpodaa ur sopuudinog Jagumg Jo puatiaa oy aagpon
o o) T.__.,_.___..x_._._ Juprodunt 8ot Ji) Jo Sto wjwodsat Aniit 1
st _...x_._: MYTINAN Jo ssaEaTem U a0 oty
Lpradyam £y Py ‘os ouop gor samg e Lppngssasons poda ppnos
ottty RS oo oL 00006 | vuot .__w—:. UY BOJUITLSD Daaatiitie ) Jo
..:...:::..-.A_ L, S N o) JO 2561 AJUHO J0J JUROIOR |11 PazEs B
e L STE TR R RS PO | ‘wiapidxa n.:_ RIS 000 08 000'G5 )
nw:::.a. 08 0P 0) Pajing A ....:a_n...x_ aamy ho._. saapaodya _...::...,..x_
GOV [ RIS 0] aannsiss naokd o) st snon ) su -::.t_..::_..u.:._
caonord podya 'N'[] J0 Sjranfune ai) Jo quapg aap oy Enon iy
. aodar sigy Jo paapdug)) ur prmap ur passiosp
QIN=SHRO] JUNODSIP Pun st IGRAS AL Lt T B T .r.:._:_ Jraarp
a—stimadord s)r puv et un pargspgmss pungp podug-podsap oy,

- w8261 JOo Py :3:3_ [unonmE g oy
oprnt Aram !.o_.n_;.._ asanpy mi a.&.:.._u d:s.z.__:a_w ADAIMO | apury e

=10j 3o proddns ur oy on) go asn prardsapta Fuminsney siopng oy,
Suou waaq Ay Spaniaainbar assar p »: pun suonperodao;)y asip:

..::..::.::.J —:_..:..._:o—
PO SR ERISI0A0 JO uoLSInDOw 91y a0) a0 spuug puoand Vi) Jo satatod
JUATH P OAUL 3O SULPUOp O POJuad Sutouuut) A jinbo (E31040) d0) opaijoa
SR O)H s aif) Jo oot —........:i_—...i VPV ALSUISHOAOUL QAU ot
..f..._::.— (ERTRLE BELU FBRLULTUER LY SRR L B BA o ..U—.w— ) JO soluaonag .::m...—
DU, OAADS OF POPUS UL SEM JLESHUGG [RUOLeoL P [puis oy Ag popopd
SN WO O SE P TSQUGT 2PN 1) UL PO0AOISTPOd SEM JOY 0L ) douts
Ajpruags —....J—r.....:_ suy 1.-.-:2.22—.-:6 .-n.—-n.— jv .-.x—_._:: p-;« -—u-:::_/‘
Sutonuayy podyo pue Suppuug uuohjuaa gt U Juliusue jo osod
~and Wy a0y 7:..:...._..._.:... .:.“-..r.— HULIOJ O) QUG UIO0 O sy{uug smo||u )| ..'..:
oo o) noanoag ) soniingaoddo podxo Sutpuuangs Aqoaatg) *spiod
SN JO SUOUMIE OV ) U SY UG [ MUOLTOD DU [ [UTIES OAOAULE O) JSHNos oy
c.x.._.n.— M SE UMOUY Y ARSI [BAP0] 911 O) Spuatipuotuan GG L QYL
SUOLELIOSS Y OPWL |, JA0AXS] WI0J OF JUE i ol Hod] oA siLy
Sy O dopun s pgouag opgqssod pue sotpatou opgqessiuiiad Jo wapt avopo
OU A PHA HOUPRSTISOATL JSU2JHUY W JO POOY TR o) Sutou] Jiou
Spandogp oot 9y Aq poBudpuyd s Apojuadar QA suoL oSS
QUEPAL S opqesstinaad J0g paqrissaad wau spAavpuBs oAy ou
OSHEOOE] SSOUOTEGEA S ST QNI § Y ) J10) Hostal —:.__.::._p— CUN A
spodxe 'S () Jo 48
WRL ) ESO] 0] SULUNeooR ‘“Aepo) 51X SUGEIVID0SS Y 1ons §3 Ajug) pozijin
Saopun Aprepatues woog oamyg suotstaoad s g sy uopsey) pue
ML S 91 ) Jo f.:.._:.__._:.:_ 9I0S WOaJ Suoljuiaossy apul |, J10dx;] jo
wonuiado pue nonuuaoy gy sydwoxs (8161) Py duazaviof qoAL
ML, SN A)XIS 2040 You] JJUP SPOINIE BUISINAOG UL SO0 PUm sy
uitaaof e apoduies o) s10podxa “gr(] d[quuD 0) SO0 SAT I SLTY ]
DA pustp suotios ¥ st sapijod Jrodxa ozivonpuds pue sjiop
-jo notsuudxa prodya sanriadood ajowoad 03 *Q'r) oy Jo Kypiquut oy
SSED IR ST U HORUTPAOOY DUIIPISHOD QAU M h::.:._..c puw
undug DY SN0ty 1ot ._..x_:.:.. JO VoRY D) U SIS JuatiiLe
A0 JUALAJIP OA) SPUBLIIDP FULIDU0D SHETIMIOS DU PaJuitpaoooin
oy poolgns aan sapaon podxsp .>...=.x_ PdXD A0 jouos Jo youg
s ot pdacp on st simoad suasavao €41 Jo wonustunupy ostaaxlng
0} Puotpaudogp Vaasto ) A JO ANPIGUUL D) HN) SNOLIIS 010)y
“portodar uaaq Apajuadas eawy sy
stpged opuaone pow ‘optpgEd ofpigg eavy spod (riatonimed gasvaty oot
«AL9g UL ) Bt st eaaaunie)) Jo Joddns pus uoryou
ol oS .::_....._..a T[] 4040 [01]U0D Ot §uY 2..2.:..:0 ..:55-
it b guonpaudag ootaunie)) jo uonwystutpw o) ur Augd slog)
008 Wi ey ojoa Junpodwt oy eidsac] “prorqe pauoyws Eoo*ec
oG ) pounandagp omg woay woyaiadood wo |tavarp Ajoq
By s a0 90K uamaaaodl oy Aq popraoad 82014208 ojqunjua
S0t ) Jo oo su siapiodye Aq papauitod oau (919 ‘suiojsnd 5&:-.
__._.sv PUOIGU QUBSISEY 00T Pun UoljuuIogul ..!oso

‘81004 2 980 o1 20a0 88uino (vat uy
notnpar yaarad g1 v pasagng oavyp suvafosd woyomord qaodxo oy,
apraond Joumn Juanganda(f oy s9ata19s paojrey Ajuoads oapnbag
a0 tsovadond Aunsixa Jo orumuun uojjo 0w siapodye peouatiadxe
UL pun SuUL [Rng (8100 Jamo[ 03 uq ‘podxa 03 saanuaour paau
Ay ostaq o1 eoumsissn Suryoas ‘oo Juounaudacp sdaanmmo)) jo
BALIBII AU UL 91 U01J0 a8 suLily paouatiadxy] g pinoa Loy su |ny



i AATSHIL- (¥ JO S0

(L] e A B
U ST ok G paN ) eSS g ety %
LA TR A " o by
rivmly Gt 0 W L0 SR S VT R EURR STRELTT ¥ RN ML B ¥ IO PO e

Prraprstod st (st woag ) noqanogp HzaoRa e Spatutap o apgrsod
-t Aunur pud puaon puauiun oS S uaon o jut oan atios S psing sian
SAR IO JOOA JOLIEA ATRRIPIORTIND WY "UOLUD I JUALA[HS 9aT00
=od Jou pip spodso QO AU a0) SI0LING P ) SHoLas adont
su Peoataorad smou seoanpw Csong s uor jo waggoad o cpunoyg
APatiianp ) Subinp  aonezieasg g, ut ssodoad opdsagg
WU APRAE ALSHPUT SOUOd 10010 19t nstos asonude e
oy su sppinn pros dooss A sdwaod puu opeouad o)
Ap ot o aapsnput s pidoos osowde e siouwaBiper e jo guanadopaaap
M) A0 o) Mot nooad wlronuu >.:._: —.:z ayu ) u.:.—.::._ juann
“roaosd AUIFOBal] LN POUHIHOD WA QANT] S|pew Jjlaeg __u_._ '
aopidhmos oy up caopadios soifucas sppEpoy ojul swoadd o) undege
P oA ot joad Jo SImA-- ) 100 Jo osuo o) g siapduio
~..-= ..,.—_.- ....—:; uo I.—_m.-:— .—.u...— 1.._— ::.:-h. .-v—.—::bl.- .:-r.— .T.._.-./-_—..._ -.—..
Patagaat poapoad o) HRE) B L SOLDSTPUE Aow pPadisaop ._:__Z.._. 0} S0y
._...._.w:... wiltoroy Aq Lqpeosdapuags posie g o) auaddu saoang g,
o o SHOAND G () 0] Spgouaolwm pEaa Ao
PO S PN G ) i 2pzaeosrd D00 0y ) SEDLNEELT0) U ESIG0
jo .......4..—. RALLLE L I N R L) Paoson [ JUI) JOTARLNG JO Sapoa 7 T
Wpom s o\ dopesequey ug 0 Aq m..,.:...—:_ u:_._.:_. Aolwi ano
o) spandxa avadout pua 250 Ag puomtopduaun sonpaa prues sy

SO )JO HOL Anwm Jotjoua n g ...m.u:—x.._._ _:.:.::.._..u: uou
U sonawg graw) :.._4...._ ') .»..— PO Was] QAN saes prodx o ur uoy
1Y L S L ..r..—:_ OO0 1 &) 0o .»._:._f. doqurg jo 2_...:_.::_.:_ (LSRN IS AT}
Surpacoon SE o Apuaonprodorastp wos SB[ SO SUjE JO 2aus Soguis
pPodtig ) ML e VU o D) PRIOM TOS S DULHIIP VOL[I] OUF PO anise
ue posnes uoje saual QaAt) =0 AY) 0a0 sey .:m_:::...::.:_ u:_z_..—

Snoans] ‘'S oL sudnvgy Z:-ﬂl..v.mll.m WALLAVIY)

"HOHEN s M) a?:..: O NI YL e
, R ‘ » "
m.;;_s_“ E.:::.:.:: 1 ..._:; _..,._.:.:..:x..:_: puv foprag >a:..::_.:.

Iy i
y prrab gt et

wng ue vottsod aantiadug ano Jursol av on 0 LT R R T
sy .z_...._..r_._ Jo saugs uatdopaap 9y Fuanp Psearout jou jiem
.....:.:..?:.u A panmiiaop :.:..u._._ 1500 N[} JO SPUNID D501 ) JuT)) it
oty ‘nag-Stuog ) 2o ungd o) opqu q gsnan s “Kpmappuos puu
Appnh 030u1 UED SSHIISING YAGA UEEIEA SIOMIUINLY DISH] U TSTjUyse
©) Y008 IUTHTIE IR PHONS JHATILDAOT) SUIE PINU[] ML, 08 op 0} 1

b A .:.:.--»:..— ANO UL R UM A rsuos way) utuaysoa puv a_._“..:.r...._
Oyanga K predea spaodxa avon o) Lwsasa aarpadsaxd pun joayuod Ly
AL pcapp Sostrada Jo st gy apraod ﬁu_s ofwjuuApu ATIAOIUL U1
O.w:... ._:... JO onuna v pun ivoa

(msnpug dtsamop ‘uotsidg
peedxa a0j oppsuadcar ponnandap uamieaol) Sl (WU Y

paSTINOOUD D) OS] PINOYS ‘SILTUND I J0 UT SISIND Apuarpe mot-mony

LI N o) Vot Eu:f.o.:_ vy jo uononposd gy e pasn jiram

g s ud Jo ouupug onp pu o

«Kopdura 1o spudiat darpsod waa)-Suop PUw aquipatiu a1 Jo KK

Pofuaneoud o pprons gpnposd oy t.:_a:._uo. ._u_.r 10 pedyyg
s H O gL STHEULL ) 95004

0 004

E

I
:

n
v

f
i

TN

DAPEHSIUL (PRI W] 02N GO A "RI0)I0R DOPAIIN DIf] Y dajeng Aupuoad xg
AT GRng AN ass wapl MRAOIRER SEIREIVR REE) ) e ol e pnens ag

Avut s Q) >..— S)10J19 DATRIOQU]0)) “uot jisod v podumios prior
S AN0 oo ApsIdApe Avwr *£rangow yous peprgoad oo puu Aq
Y m IR R BUR P RLE LU A | SO0 Yoauosad ,Z_.:._.z_.x-o Ul S00050
pood oy sty sonpe Ko Y POUDLIo Kpnaconios a0y Futpung joorip
[rousgns o ad Aoy op A[Uo JON “SIATPOUISID OZHIIUIE 0] 3005
Spoanasar arsug o eomepodmt oy SuiziuBooos S uaunimaod wiao,)
SOATPHLIAJ[U DAL VL)Y
DIOUT 211 1) OSNRIIG ([FY W SSI[ JSaAUT [Im Hornssawsng (Fuisnaon
PR SU ONS) S PDUSIANTE ADT)O JOJ JDJ)N 10 PO S TN SIATIIDIUL X 1)
J1pue gokud Jo poorrasip a3 eoupax (039 ‘sporpios uogngjod) spuens
SO0 DANUSETY] SHOLIEA J[ "S)1S00 JSUNGTE Pasuufig Suan ot pordinun
JO UOTRUN W PUS O30 JUIA YSEU VI B K1 aauosor s ur Kpusoas)
S AUONTEATT (PR sHonon £10pwnEer quanitaaod puw suotsiaord xing
OUIOAR U A PIYIGUULST ([P 10300 DYWALA YU ) 20HIPIAD BL I ],
“QULIIP PATIRAL ST oo £1unos <y
ut Swpuads Py 3t Siodyo go() aanguy a0y Lpood puapiod spaao] pid
-xa pun Suipuads (Y WM BOLNILI0N JUdHIETS ¥ Mols .f..___.:
.n.-:.:—ﬁ juansHnS .u_:.—zm:_:-:~ am m—xx-nw __.-._m ut .-.::-—‘:— 9>_~mt..= ANno
uq “oonnropand p1odxo (w100 ano ut 10pny Huons v s o spod
-xo Kdoponpoo) gidng ang sppnpoad ‘opqupiodsa Apapnoppaud pan Sapu
SR A Eaanmos Jo uantdoppasp ap) Spaumo) pajuatio ApEuoags g
01 Spuay (I Waaeg 200010y ST 91 Jo g pojinte sey N2
o oiwpuaoaad v sw (3] 10y poddus uwnaagy pun osoundug gnq sugno
:w.u» 100 UL 0SNG Jo SSpaap 1S “ST() ML SIDAY] (I AT PIsioL
-ut Appuaps aauy saopgade 00 wiloaog apga PPy LR NS W DL LT I B AT
P4CH POV SR (AN D) JO 950U B SU ([P UL JausIAUL Q)
wpoumds
yons omy snl aaw £Zogourpay noard payuaiojur pun yul patpoq-apia oy
—suorprpddu prrronimos Jepuowgnds a0 oy o suip e a8 S o,
atoun uasq A[ruotppra) ewy (Jo(f puv YEY N 8§ yons satouafe yuatuieiy
-a0@ a0y Lnsnput Aq pavaogaad yoauasay] “uoneput it dngday Lareq
oAy €[aaa] [(wiaa0 puv ‘awaf 3od g4q ¢ Fwraan U pouaap KR dawgs
8140 91} ‘DG T POUIS §11119) [Wad wt ued [enuuv 9,8°g ¥ paduiaan
BNV MO Sy Jo Bugpang £rsnpup gEnony i)
tjodiiios 1odxs of pojejar £joso]d Jsott & LUSHPUL UM PIULIO] i
(1T 10 Ssoutsng puw Juamuaeaod jwaapay oyl ioq &q duipredy
apaimasat orsuq ‘uia) Suof ur J0980ANT Juisg S W ST JUSALIAA0]
o) £(uo ‘Mmata ut yoked nias)-umIpauL 03 JOYS B (1N PIIUILIO-JONI WL
oq o) spum (13 owaud svaopy poddns jo saanos o_u-uug..._o
20)UE BU POMITA O JOUNTD 083} ‘YOINIRAT HIPUNG JUMILIIAGT JO Juip)
moag sajitp wayo (I J10)098 8!._.:_ JV UOTIMIUILIO BY]) 98NBING ‘1240
210§ 91D S 1510 0) A[uepiyns pasvarou Jou swi aanyjpuadxa
101008 opratad puw sawaf g 95ud o) aeao paddorp swy poddas Juang
1119408 “10A0MO] ] “JDUNSEAUT (TR OITALIC puw Judwin1dAod jo sjaAs)
g wodn quopusdop st KFojouyaa) poouvaps jo uaudopasp oy,
: : .._x.cm KRojou
apa iy go verzonpoad oy puw uonwaouut [ratfojounoay ug oFwjuna
-pr aanpranduoy ano 03 pary Apavago 8) ssoaatiaduiod Jodxe panui
<400 ANE) ML) S pum eouna ] ‘unde e ‘Suuiaat) Jo si10dxa jro) o)
10 %sa Ao astodiind saodxe easuanui-(JF Munued L1 ckprodx

e oo B o s Saaa i, Lo ands o e sasasande s



Cognae (from grapes) ie healthy and ean be. The wost common ion
tarifl barriers include government procurement policies, regulutions,
standards, customs proceduves, border tax adjustients, quantitative
rest rictions and direet or indirect export subsidies.

Government procurement is relutively open in Germuny and the
U.S., but in most foreign countries domestic suppiicrs ure given signifi-
eant preferences. In many nations government procurement practices
are more & matter of tradition than policy—buying forcign made
goods is viewed as disloyal.

Japan concentrates most trade in the hands of a few trading com-
panies. Intimate business/governmment relations allow for unwritten
mport-reducing policy sctions, In the developing countrics “discre-
tionary” import licensing is widely used and almwf. In the non-market

cconomies, state trading companies selet imports ns well as exports
without necessarily busing their netions on relative prices. )
The trude barriers presented by product standards and regulutions

1] '
fire llmllurly difflentt to deal with, Inﬁpuul fon for health eartillcates,
for example, may be required according to a given country’s luws
during the production process—amonnting to a total barrier to trade.

Border tux adjustments ave considered by onr electronies industry
to Lo “the most pervasive and strongest of trade barriers erected
agninst (its) pro«lm-k." According to testimony, the problem is not
being addressed in the curvent M'I'N negotiations.

It will take vigilance and strong bargaining just to maintain onr
world expoert potentinl in the face of these subtle and sophisticated
barriers. Remedies outside of the MTN are diflicult to pereeive. One
witness could only suggest that * Congressmen individually be firmer
in talking to forcign visitors. The U.S. must not lose sight of the hasie
strength of its competitors - a more cohesive attitude towards exports
with close government/business cooperation. Ambuassador Woll sug-
gested should the negotiations f2il, “we as negotintors Luve no reason
to oppose retaliatory procurcment policies, an expansion of Buy Amer-
ien domestienlly.” #*

Protectionist measures tie resources to less productive uses, restrict
growth of productive seetors, and entail high cosis for the consumer
the form of vedueed choices and inereased prices. They additionally
tend to transmit vecession, divide the world politically and contribute
to genern! stagnation. The potential gains from freer world trade ave
immense, and far outweigh the harvdship and dislocation cansed par-
ticular domestic industries and geographie arvens. However, unless ad-
equate adjustment assistance is provided, formidable domestic politi-
el pressures can block trade hiberahization «ffori .

The suceess of the MEN package may aepend npon a stronger ULS.
bargaining position when faced with foreign violations of the new rules
aof conduct. A vast arvay of ULS, export support measares, cither inef-
fect or available if peed 1) wonld strengthen the TLS, negotiating po-
sition, Instend of rers ot ong with teade restrictions which vadse import
costs and lnnt American consumers; the ULS, conld be inoa position to
vespond with export incontives which expund trade and create VS,
jobs without inflation.
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The Viited States is &IW“NI‘II“ ll(l“ly to the faet that U.S. come
whitiveness 1 world nrkets s slipping. Not only Jupan and the
Vestern Baropean countries, but ulso the developing countries of

1oatin Amerien, Asin and Afrien, ave becoming steong competitors for

LS. producers aeross the full sange of industiial wnd ag il
products and serviees,

Floating exchange rates nlone cannot restore 1S, trade comyp o+ e
ness. Noreun tie United States nfford to pernit the mternationa’ value
of the dollar to evode indefinitely ; the cost in dowestic milation, capital
auttlow, OPEC il price increases and declining international conli-
denee i the United States would be intolerable. As long us the dollar
is the sole reserve currency and its value is uncertain, levels of iterna-
tional trade will be diminished, A strong national export policy is
pevided 1o strengthon the dollar as well as veduce the teade defieit,

The Subvommittee recommends the following actions: (1) orgunize
”3‘.' l"\!".'!m\'!‘ hraneh 1o ronduet n (‘u-m'\hlmlvn, forecful U.ﬂ.. export
policy; (2) facilitate organization by U8, mdastiey wnd agiculiuie
to expand exports; (3) red ect und expand existicg export promotion
programs; (1) provide eflicient tux unJ non-tax ineentives for research
and developmert nnd innovation, as well as exports, by US. industey
and agriculture; (5) expand export financing to meet foreign com-
petition; (6) negotiate reductions in foreign Larviers to US. exports;
and (7) reduce U.S. Government restrictions and disincentives un-
posed on ULS. exports.

EAFCUTIVE BRANCIH ORGANIZATION TO SUPPOlET EXPOltEs

The United States alone among the major treading countries has no
single rovermment agency with authority and vesponsibility to advance
s trading interests. Othier countries rely upon trade mimstries to help
their exporters investigate markets nbroad, develop new export prod-
uets, coordinate export bidding, arrange subsichized financing, meur-
ance and shipping and bavgain with foreign governments to assure
market aceess,

Two npproaches are possible to organizing the Federal Governmment
to support exports. A new Departient of Trade incorporating wost
trade related government activities could be estalilished, or an Oflice of
Internationn! Teade conld be established in the White Hoose with au-
thority to orchestrate the trade-related actions of all government
NEONCIeS,
~ Ceeation of a Deparvtment of Trade need not cntail additional Cab
et posts nor additionanl expenditures. The Oflice of Special Teade
Representative, a Cabinet ofice, conld be merged with the trade fune-
tions of the Departments of Agriedlture, Commerce, State and Treas
ury to ereaie nonew deartment which could ab-orh the International
Trade Commizsion and Export-Linport Bank as well.

Analternative would be to expand upon the STR™S Ofice, giving it
antharity not only over trade negotintions, but wlso to coordinnte ox-

port pramotion ad trade disputes, The unhappy expevience of the

Conncil on Toternational Feonomie Pobiey iy Taove wduly di-com
ared constderation of this altermative. What CHEP Liched i statuton y
anthorty and support Trom the President are not debects mhicront an

-
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l:m_iblo Teform of executive branch or tion to support exports,
it its export policy hearings do point clearly to the need for UL ex-

to receive more centrally co-ordinated U.S. Government sup-
port. It would appear particulurly useful to merge the systein of com-
merical oflicers provided by the Department of State with the system
of export promotion operuted Ly the Department of Commerce. A
career service in international trade should be established even if no
other reorganization steps are taken. International trade speciulists
of the highest caliber are nove likely to be attracted and retuined by
u career service which offers rotating assignments nbroad, in Washing-
ton, and in U.S. field offices.

ORGANIZING U.B. INDUBTRY AND AGRICULTURE TO EXPOWT

United States Tolic has long been inconsistent toward arganizing

178, industry and agelealture to weot competition b forelgin mikets,
U.S. antitrust law applies beyond U.S, borders to prevent combina-
tions which could restrain trade within the United States. The Webb-
Pomerene Act of 1918, authorized the formation of export trade as-
socintions so long ax tiey did not reduce competition within the United
States. The purpose of Webb-I'omerene was to enable ULS. exporters
to compete morve effectively aguinst foreign cartels. However, the vague
wording of the Aet and narrow interpretations by the Justice Depart-
went, the Federnl Trade Commission, and U.S. Courts have dis-
couraged formation of export trade associations.

The Webb-Pomerene Act could be revised to expand the scope of
permissible activities by export trade associations; services such as
engineering, construction, insurance and finance, could be included.
The Justice Department could be required to issue clear guidelines and
offer advisory opinions on interpretation of the Act, ,ﬁw Commerce
Department cou'd be directed to assist and encourage the formation of
expori trade associations. U.S, exporters could be explicity pevmitted
to form consortin to bid on major foreign projects abroad, as their
foreien competitors are permitted to do.

But Webb-Pomerene may be too weak a reed on which to vely
reliance for organizing .S, exporters, The United States needs trad-
ing companies able to organize the exporting efforts of small and in-
experienced U.S, firms, to conduct marketing on a global basis und
absorh exchunge rate fluctuations, just ag Japanese nnd Korean trad-
ing companies do. Anti-trust law should be modified ns necessary to
permit formmtion of such trading companies, Informal interpretation
of anti-trast law will not suffice—most firms will not take even a smali
risk of incurring eviminnl penalties, nor should they. Grey nreas in
wnti-tenst law ave minefields for the unwary; clearly demareated
bonndaries nre needed. ' :

_ Export trading companies should be free to market goods and serv-
ices nround the globo and (heir profits should be eligible “or tax de-
fereal, that is; not be taxed until disteilmted in the Thaited s oates, Only
with Mu"! freedom of wnneuver enn TLS, praducers take on the Japa

wse tendinggs companies and bidding consortin organized by Favopean

POOR ORIGINAL

" H ¢ » o TS el o= »
w Interna in Leowin s tot held hearings oi O Feacin BErEEnenne T “r“' iy N :
“ lnlu ”o"n' l' g J“ : i“e" o — the LS, e onomy ean no loﬂlﬂr nl ord to bear the full cost of foﬂ'lml

recaleitrance on auti-trust practice.

WEBIRECTING AND EXPANDING US. EXPOIT PROMOTION  PROGRAMS

The Commerce Department has recognized that its export promotion
efforts need to e targeted more towanl new-ta-export ""‘|‘ new-to-
market fiems.® Smaller, less experienced fivis woilld be major bene-
ficiaries of Wmproved export promotion scryviees becunse such fivms
have less necess to private seetor exjn v ing i formmtion services und
Jess apportunity to travel abroud and t« meet potential foreign buyers.
Commerce has developed a strategy for cedivecting its services to better
awet < ach objectives, but funding levels ure inadequate at _p_rv.wn‘t to
peri tsiznilleant improvement in cx\mn promation netivities. Clon-
gress -hould appropriate suflicient funds to the Comseree Departine 1
for (el your 1950 1o ennble the I)¢-|mrhm-||l .u‘l'h:'l'_\’ out an Npum!ml
sl veoriented expord |ll12‘ll\(l,’|llll lal‘ﬂﬂl'nlil. ( olithieree Plc““lll phe
eventer nttention to exports of services, which promise to be n grow-
ing portion of ULS, exports. U.S. service industries have spm'ml needs
by wav of export support, and Commerce should be orgamized to meet
those needs. Commeres shonld provide lonns (o small fivms ad export
associations to cover atinl marketing costs in new export minrkets and
for new-to export cnnpanies. Repayment wonld be hased upon export
cales. The Commerce Department should work more effectively with n
the United States through its Distriet Offices and State and local try le
and coomomic development offices to rench companies with export po-
tential but lacking export experience. Both at home and overseas Com-
merce shonld ¢ centrate its efforts on new exporters and new, rapidly
growing marke .

Business has a responsibility to provide for sclt education, as well,
The professional business associations have given little attention to
export edueation for their members. Experienced industrial firms and
banks should conduct programs through their subsidiaries and cop-
respondent hanks to deliver exporting assistance to firms outside the
major eities. 1 relations between Government and business were move
cooperative, instead of adversarial, the Commerce Department, Ex-
port-Tmport Bank, Treasury Department and Federnl Reserve Bonrd
would join with the business associations in fostering and conducting

an export expunsion drive.

FEGVIDING EPFICTENT INCENTIVES FOR I & B INNOVATION, AND
EXPORTS

Tax incentives shonld be nsed to stiudate hsher levels of vesenrch
and developiment than would otherwize oceur in our “mnturing”
ceonony, wned ta encorrage producers to make the exton elfort requived
to enter forcign markets, Tax incentives may wb o be jastifinhle to en-
ahle 1S, producers to mateh Faropenn nnd Japanese competition in
thivd conmtry markets ns long as competing conntries contingo to pro-
vide “ieniticant tax incentives to their exporters,

e Eperd Promotlon Stoategy and Propcmms”, pp. 108 120 of Kiport Policy hoar
| 0 e o
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relief for certuin personal inconie earned abvond. DISC may not be n
smrﬁru.larlv eflicient inecentive but exporters hehicve DISC is essential

o profitable exporting. Removal of DISC without providing a supe-
vior tax altermative could lead to a lnrge veduction in U8, exports.
Accordingly, DISC shoull be vetained wintil unother, move eflicient tax
ineentive eun be put into effect,

The export benelits of DISC conld be expanded in two ways, Sualler
compunies not diveetly involved in exporting but supplying paits amd
components used in exports enn set up DISCy to sell 1o the exporting
firms. T this way the henefits can teiekde down (o siallop bisiisees,
Use of DISC in this way is permissible at present, but has veceived
little encourngement from the Government, Sumall fivmy muy be un-
uwanre of this olypm fnity nud may also be diseoenged by the require-
ment that DESCs be formally incorporated. The incorporntion require-
ment scems u needless expense for £ s to incar.

Second, the money flowing into  1SCs eould be veeyeled to finance
additional exports if it could be re-lent to other fivins or foreign pur-
chasers. The Export-Tmport Bunk could use its resonrees in parallel
with DISC funds to multiply the export punch of the DISC incentive.

DISC violates GATT vules and may come under further pressure as
n result of the subsidies code being drafted m the Tokyo Round. 1f
DISC is barred, Congress should study alternatives, meluding w value-
added tax with rebates for exports. The VAT system is widely need
ubrond, is consistent with GATT vules and conld be used to fund a

wortion of social seenrity benefits. VAT is often criticized ns bieingr
inflationary as well as regressive in impaet ; however, these effects conld
be mitigated if VAT were adopted in conjunction with other tax
changes. Many foreign countries have adopted VAT systems within
the past two decndes and their experience should help Congress deter-
mine what costs and benelits VAT would entail for the United States.

Another alternutive to DISC would be to defer taxation of export
sules abroad attributed to an export sales subsidiary. At present the
United States attempts to vestrict use of sueh “tax haven” nrrange
ments by requirin s such income to be veported as current earnings, The
ULS. practice reduces the export incentive effect of the genernl deferval
of taxation on mcome carncd abroad, contrary to the practice of other
l'!()\'('l‘lll_ll('ll'ﬁ. To be most effective, U.S. wlicy should enconraze the
'.nrmullon and use of export sales sultsitiinri«-s by consortin of U.S,
irms.

Section 911 of the Internal Revenue Act provides exemption for
some forms of personal income and expenses by U.S. citizens working
abroad. Favorable tax treatment is an Important export ineentive in
the engincering wnd construetion industries. which in turn stimulate
additional 11.S, goods exports. The «Tect of Section 911 on .S, ex-
[:grts requires careful examination anl the tax incentive should not

reduced prematurely.

Over the onqg term, the most significant way to promote exports is
to improve ULS, industrinl competitiveness by encournging innovation
and productivity growth. ‘The important circularity of ennsntion be-
twecn trade and domestic industrial growth should be more widely
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.s'umlcl contain u section specificully reviewing developments in cupitul
formation and vesearch and development, with evaluntion of the export
nuphication of such developments. . . .

ln particulur, the pivotal importunce ol innovative small businesses
and reseateh-intensive industries should be acknowledged. Tux policies
and sccuritics regulutions which have seviously affected the rale of
formation of new ventures need reconsideration, and incentives wsed
in & womber of forcign comitries (o stimulate 1. & Dy should be

investigated, . » e ,

For exim »lu. several Weslmvu Coubiliies, mrhulmu { umulo_n um'l “ ot
Gevmany, allow immediate weite-off of vescarclirelated enpital invest -
ments, The West Germans also permit K. & Do venture companies o
depreciato up to three times the original investiment in the ven' uiy
}..m being subject to corporate income tuxacion. )
An investment tax eredit for resenreh and development expondi-
tures on “intangibles” could stimulate higher levels of R & D Another
possibility would be to inerease the existing investiment tax g'lmlll_(ul'
capital expenditures that ave reseavchorelated. Nternative incentives
could involve accelerzted depreciation for capital vqm‘mu'nl cmbody-
g new techinology or capital with veseavch and development uses.

Industrial immovation 1s hampered by bacniers to cooperative re-
search imposed by the government in the nawe of competition. The
extent te whi o« current antitrast vestrictions and Justice Depariment
policies nhibit industry from colluborating to wake optimal use of
K. & DL ovesources should be reassessed. Indeed, at s time to move
beyond the traditional adversavial govermment, industry relutionship
and examine the possible gains from cooperative vescarch institutes,
funded by business and government, with untversity participation,
Such three wav cooperation has been suceesstul in basie research eflorts
in the past; work ina broader vange of areas, including the develop-
ment of commercial teehnologies, should be exploved.

More effeetive commereinlization of existing federal rescarch would
also be beneficial for exports, Greater industey mvolvement in the selee-
tion and management of government funded projects could help msure
that the ve olts are commercially viable, Qestrictive agency patent
policies, . ctof mterest rules and other napediments to innovators
working on federal contracts demand veconsideration.

Fioally, the United States must awaken to the fact that twlugunlugy
transfer s no longer a one-way strecl. Inoan age where two-thinds of
all research and development takes place outsade the United States, our
charmels for acquiring foreign technologivs and scientific mformution
are woefully ||m4|ﬂ|lullt°. The United States has, ll";l‘l\l"y‘ far fewer
setenee attachés abroad than do Earopean conntries, Japan and the
11.5.5. k. Moreover, the activitivs of VLS. science attachés ave largely
oriented to the ndministration of science agreements rather than the
search £ foreign - developed advanced technologios, The links between
setence attaches and ULS. firms operating abroad wre weak, wheve they
could be immensely valuable. There is hittle sense of the potentinl
commercial gnins from enconvaging wnd a-ting VES fions to obitain
forcign techmologios, Bolstering the commerciad s arene s of - cienee
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cinl at*achés in order to improve the two-way flow of tecinology u
far more promising strategies than trying to limit the outflow of
American technology.

EXPANDING EXPORT FINANCING

The Export-Tniport Bank and the Commodity Credit Corporalion
are the primary U.S. government institutions providing financing for
U.S. manufactured and agricultural commodity exports respectively.
Both face political ns weﬁ as economic constraints on funds and the

markets In which they can operate—constraints not fuced by corres
sponding institutions in competing countries. .

Eximbank i8 required to obtain approval in an ap yroprintions Act
ench year for .ts level of direct lending. The Office of Aanagement and
Budget has_tended to regard Eximbank as a drain on the Federa
hadget despite the Bank’s es-ential role in expanding U.S. exports.and
thereby, profits, employment and Federal tax revenne. ‘Fhe budeet pro-

d for fiscal year 1980 would permit the Bank to provide only one-
third of the direet lonns for U.S. exports expected to be request ed from
the Bank. Beeause Bank support is the determining factor in two-
thirds of the export sales it supports, and because the value of the
exports supported avernges twice the value of the Bank’s divect loans,
as much as 10 to 15 billion dollars in U.S. exports may be foregons
due to the ceiling imposed on Eximbank activity in fiscal year 1950 hy
OMB.* Congress shonld inerease Eximbank’s diveet loan authority
for fisenl yonr 1980 to 12 billion dollars from the 4 billion level ap-
proved by OMB. Congress should also review the budg=iary treatiment
of the Bank to determine whether such trentment wcenrately reflects
the fiscal impact of Bank activities.

Eximbank policies should also be changed to increase the support it
can provide for U.S. exports. The Bank should end its practice of re-
turning an annual “dividend” to the U.S. Treasury. No public pur-
pose is served by shuflling U.S. Government funds from one account to
the other. Eximbank nced not perpetuate a fictional financial inde-
pendence. All the Bank “profits” should be added to Bunk rescrves
available to meet possible default by foreign purchasers.

Eximbank should also consider adopting some of the export-
sapporting programs offered by foreign official ervedit agencies: per-
formance bond guaiantees, financing for prefeasibility studies and in-
crensed local and forcign content financing. The Bank should abandon
its 5 million dollar threshold for direct credits and finuncial guaran-
tees, beenuse the threshold limits access to the Bank by small exporters.
The Bank should consider joint export financing activities together
with counterpart institutions in other ex mr(in}; countries,

Congress should make Eximbank and CCC support available, sub-
ject to periadie review, to all conntries with which it is 1.8, policy to
encournge trade. Lavge potentinl markets for U.S. goods and services
are being conceded to foreign competitors hecause Eximbank and CCC

cnnmot nssist ULS. exports to “ertain countries.

o Ten WL n dollnrs 1n lost evporta would represent 20 billton dollura In lost GNP, ‘
Bilton dollnrs 1o lost tax revenue, and 400,000 lu.& Jobu.
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interest, long-term loans to poorer € ’

goods imports. Except in rare instunces, Eximbank cannot allord to
match forcign eredits to developing countrics which combine conees-
gional development support with export financing, so-called “mixed

eredits.” In nddition, many developing conntries would like to pur--
chnse goods nnd services from the v, but cunnot meet the Bank's

normal eredit standards, )

To meet this dual challenge, Congress should authorize s new Ha
program to provide export financing for sules to countries with |
cupitu incomie below $1,000, Finuncing conld be provided on norn
Wank tevmi; however, the Bank conld offer such terms ug necessary
mateh forelgn competition. An initial authorization and appropriation
of $300 mithon in eapital should be provided for the program,

Private financing of US. exports will be assisted by c_mn;it_-s incor-
porated in the International Banking Act of 1978 which iheralize
eage of Falae Aet Corporations for export linancing. The l:'c.lu’ul
Rewrve Boned shonld promplly psue pevised dvgulations puthing the
new Idge provisions into elfect, and the Commerce Departinent to-
gether with the Treasury Department and e Federal Reserve Board
shonld launch a program to educate U.S. businesses in the formation
and use of Edge corporations to finance exports.

NEGOTIATING REDUCTIONS IN FOREIGN BARRIERS TO U.S. EXPORTS

The export implications of the frade agrecments negotiated at Ge-
neva should be reviewed thoroughly by the Congress. The Subcom-
ittee on International Finunce will hold heavings on the agreenents
Later this year.

Many of the non-tarifl barriers which thwmt U.S. exports will not
be removed automatically by adoption of the trade agzreements and
the accompanying codes of belavior, A continmng effort to compel
implementation of the codes will be required, and many disputes will
ari-¢ which can only be resolved througi bilateral negotiation. Con-
gre=s should give particnlar attention to the mechanisms for haple-
menting the trade agreements and insuring compliance with the codes.

Awriculture is the sector which sutfers most from foreign non-turitl
barviers and has the greatest long-term promise for US. expoat
growth, The United States Government should increase its pressure
on forcign governments to admit U.S. agricultural products, if nee-
ecoary, by hnking ULS. action on manufactured goods nmports to for-
eigrn actions atfeeting ULS. agricultural exports.

Congress should re-examine agricultural policy to consider replae-
g asystem of price supports and set-asides which pays farmers not
to produce with a system of tavget prices and cash payments which
crconrages food produetion, holds down food prices, and stimulates
agrienltural exports. Meat is the most eflicient means for the United
States to provide protein to the rest of the world, Grain-fed meat
exports would benchit from lower feed costs under a target price
oy Lo, aned so would ULS. consumers.

T he Commoslity Credit Corporntion should be nuthorvized and di-
rected to serve ns LS, agent in grain sales to non it ket ceononiies,

-
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Vhen the Tokyo Round of trade negotiat ~as is finally concluded,
it will be time for another. The Tokyo Ror «d negotintions open (he
doors to a series of new negotiations. Non-GATT members have trade
barriers, too, which should be tackled in multilateral negotiations.
Special trade facilitation committees may be needed to clear trade
compluints arising wnder the proposed f;mvr codes. U.S. export
incentives have a vital role both in helping U.S. industry and agri-
culture to fulfill the promise of the M%N package, and i insuring
that other countries keep their part of the promise.

Congress should ndopt a package of export-stimulnting mensures
to accompany the trade lgroeuwn(: United States producers should
be given muximum enconragement to exploit the export opportunities
expected to vesult from the reduction of tariff and non-tavitl burvicrs.

REDUCING UK, GOYERNMENT RISINCENTIVER 10 ENFONTN

Exporters assert that the biggest incentive the United States Coy-
ernment could provide to exports would be to reduee the many export
restrictions and disincentives it imposes. U.S. exporters face export
controls, anti-trust, anti-bribery, human rights, envitonmental noview
and other restrictions not hwﬂn;y their competitors, Congress <nould
resist the impulse to restriet exports to countries whose interval or
external policies do not mect U.S. standards and objectives, v hen
restrictions wonld prove ineffective,

Testunony received by the Banking Committee suggested tha
unilateral efforts by the United States to exert cconomic leverage
on foreign governments through export restrictions have generally
been unsuccessful* Tnomany cases other countries have captured the
export business and it is questionnble whether 1S, foreign policy
obyectives have been advanced.

Congress should review the statutory and regulatory restrictions on
1LS. exports to determine whether such restrictions nccomplish pur-
poses outweighing their economie cost. In many cases it may prove
possible to design alternative approaches which serve U.S. moral and
foreign policy concerns withont saevificing market opportunities. A
Rlum to begin is with revision in 1979 of the Export Administration

et.

CDelays in export licensing decisions pursnant to the Act are n
significant enuse of US. export loss. Exporters should he informed
of the specific rensons for hieense delays or rejections, Beennse U5,
licensing: policy is often unelear, forvign purc-;nm-rs come to regrd
the LS. ns an wnvelinble supplier. Tn arens of wapidly expanding
teelmology, the control levels should bo revised more frequently. Too
often the Commerce Department responds to a rapidly evolving state
of the art around the workd only when deluged by Ticense applications
which should not have been required in the fiest place. H the Exeen-
tive depurtments will not devise n more eflicient way to provide essen-
tinl monitoring und control without exeessive disruption of 1S,
exports, Congress mnst.

The restrictions in the Trade Act of 1071 and the Export-Tmport
Bank At on granting nondiseriminatory trade trentment and credits
to conmunist conntrics should be amended to permit expanded trade

B See heavtugs on the Use of Poport COredite and Qontrols far Farelgn Policy o poses,
Commitive vo Banking, Houslug and Urban Afales, October 10 and L1, 1075
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The President’s Executive Order requiring environmental reviews
of muny US. exports tireatens to discourage exports without en-
conraging environmental protection. Regulations to be issued pursuant
to the excentive order should be subject to carcful public scrutiny us
provided in the Administrative Procedure Aet. Agencies should pur-
sue internutional efforts to encourage envirommental protection to the
mximun extent feasible rather than imposing unilateral environ-'
mental revicws. The President should revise his order to authorize
U.S. Government review of the envivonmentul effect in o forcign
country of U.S. exports only upon the request of the foreign govern-
ment, wid (o require consideration of furcign uvailubility and the e
reputation of the U.S. as a supplier before proceeding with any envi- -

toni. blul review pursuant to the order. -

INTERNATIONAL FINANCE AND U.B. EXPURTS
1 1:d m W31 4 %8s 89 el ot o world e

Uomlwmhcm'hs will nvull llw lhule\} S({ﬁc: hldu l{ l}w :»C:!'.! I3
insolvent. The problem of financing economic growth througiout the
world is l:cyumll the scope of this study, but not beyond the scope of
this subconmittee’s interest. Global institutions of finance nud tiade
uro needed us urgently as a U.S. export policy. The Bretton Woods
system has been seriously undermined, but the world awaits 1S,
leadership to deveiop a replacement. The workd monctary ovder should
be ex t:nuLwI, as well as stabilized. In addition, the United States should
lead i the ereation of new global institutions to deal with the resource
problems of an interdependent world and the cconomie development
of the poorest countries.

Theso objectives intertwine. Developing countries today purchase
more of the U.S. capital goods than do Europe, Japan and the Fast
Bloc combined. These countries also vepresent onr fastest growing
export markets. An increased commitment to development assistance
and international scientific and technological cooperation should be
made; not out of a sense of short-term politicnl expediency, but with
the conviction that these direetions unchallengeably advance the long-
term cconomie and politieal interests of the TTited States. The poten-
tinl is clear, but the 118, response is not, We st aet hefore these
gonls are preempled by policies too nnrrowly conceived to serve an
mtervdependent world,
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ADDITIONAL VIEW OF SENATOR KASSEBAUM

As I did not participate in the h«rinine or study leading to the
preparation of vizis report, I feol it woald be inappropriate for me to
either endorse its reconnendations or refrain from endorserent. How-
ever, 1 do note that t).s report contains saggestions which will require
committeo action and I certainly look forward to the chullenge of Iiml-
1100 ways to improve American trade policy, purticularly as it relutes
t Lo export of agricultural products,
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