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The Honorable Joseph M. Hendrie, Chairman
Nuclear Regulatory Commission
1717 H Street, NW
Washington, D. C. 20555

Dear Mr. Chairman:
'

The Subcommittee on International Finance, which
I chair, has jurisdiction over U. S. export polic:y. I
am enclosing a copy of the report issued erlier this year
by the Subco==ittee; the report is based on extensive
study of declining U. S. export competitiveness.

The Subcommittee found export licensing clelays to
be a significant. cause of lost exports. S. 737, a bill
introduced by Senator Heinz and myself and no,w awaiting
Senate floor action, would expedite pr_ocessing of most U.S.
export licenses, but does not, at th:.s point , ceal directly
with nuclear export licensing.

*

I am concerned that the United States nay be for-
feiting to foreign competitors exports of nuclear reactors
and ecuipment, not because U. S. =anuf acturers are un-
competitive or lack adequate financing, but due to licensing
delays. Our deteriorating position as a reliable supplier
of nuclear reactors and fuel threatens to undermine our
nonproliferation policy and thwart out health and environ-
mental concerns. The business we forego through hesitation
will be seized by competitors with fewer scr uples and less
reliable technology. While we are transfixed by indecision
on safety standards, the world becomes less safe

It would be helpful to me, and informa^-ive for
my colleagues and the general public, to have your answers
to the following questions:
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/* What steps has the Nuclear Regulatory Cr'mmi ssion-

taken to reduce nuclear export licensing delays?
.

g- What is the record over the last three years on
processing tine for export license applica*4 ons?

g~. What licenses are currently pending for more than
.90 days and why?

g, Are NRC decisions being delayed in pendi ng cases
due to inaction of other Federal departments or agencies?

Is legislation needed to insure pri=mpter action
d on license applications? -

An early reply will be appreciated-.

With best wishes,

Sincerely,

/
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Westinghouse gdf $$ gyne-

Electric Corporation ratstegneennsyrvania 15222

June 15,1979

.

The President
Tbc 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,1976, Westinghouse filed a Nuclear Regulatory Core:ission CF4)
export license application for a 620 negawatt nuclear power reactor to be
constructed by the Philippine National Power Company (NPC) at Napot Point.
The reactor is similar in design to several others which we have sold in the
international market. -

The plane was financed through the Export-Import, Bank, virh credits extended
or guaranteed in the asount of $644,000,000. A Departnet of State judpnt
was cade some cine ago that issuance of the license would not be ininical to
the com=on defense and security of the United States. In other words, -J2is
export sale has, unt ' recently, received the full politien1 and financial
support of our govern =ent. Also, it is our understanding that the Philippine
governe:nt is in co:pliance with all requiremants of the Nuclear Non-Prolif era-
tion Act of 1978, so no political or legal barriers to the export appear to
exis t .'

We are now faced with a new situation. Although our major couip=cnt for the
plant _ is in the manuf acturing cycle, civil construction ucrk at the site is '

40 percent co=plete, nd approniretcly $300,C00,000 has 'ucen spent, no export
licenses have been issued for the shipment of either- the reactor or certain of
its specific cocponents or for critical non-nuclear cocponents such as the
Turbine Generator. Construction vork is, therefore, delayed and the heavy
expenses of delay are starting to build up.

The legal or other bases for delay in issuing the license are not cl ear to us.
Delay seccs to ste from allegations that unresolved scismic or volcanic problems
exist at the site. Ernstever the reasons, en early resolution of the export
license issue 1s not apparent, and a paralysis in our government's decirion-
taking process ,see=s to have occurred.
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Westinghouse is, of course, equally concerned that its reactors 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 actions
over several years to secure competent independent technical judgments on these
health and safety issues. These have included an independent study by an inter-
national safety mission provided through the auspices of rhe. Interna tional
Atomic Energy Agency. Af ter careful analysis of the professional advice received,
and af ter taking action on that advice, the appropriate Philippine government
agencies have taken a sovereign decision to issue the fireni permit to co=plete
construction of the plant.. The Philippine Regulatory Agezicy has stated that all
of the issues raised by the IAEA mission have been satisfaictorily addressed.
The IAEA study, and other data, have been provided to the United States Govern-
ment.

The consequences of this over two-year delay by U. S. agericies in issuance of
the Philippine reactor export license are a matter of grotring concern.

1) Construction delay will add millicas of dollars tea the total plant
cost.

2) More fossil fuel, at an ever inflating cost, will need to be it ported,
and electricity supply will not =ect demand. Over- its lif eti=e , it is
estimated that this rcactor will save the PhilippiSaes fren 1.- porting
over 200 million barrels of of1. The Philippines is dependent largely
on imported fuel and its decision to build a nuc1 car plant was based
on international studies which determined that nuclear power was the
most dependable source of electrical energy, as war 1.d oil shortages
develop. The Manila arca, which the plant will serve, already is
experiencing frequent power " brownouts".

3. Perhaps of overriding i=portance is the erosive efffect on the image of
the U.S. as a reliable and predictable nuclear se:nplier, which we as a
nation have prenised to be. We are raising doubtsu in the minds of our
trading partners which are under=ining our traditi~cnal role of leader-
ship in supplying the international nuclear market:. As these doubts
cause foreign customers to buy f rom more dependabl.e non-U.S. cources,
we are demaging U.S. non-proliferation objectives,. your efforts to i= prove
our balance of trade, and indeed our capacity to dinfluence nuclear
safety standardsin the international market. We are c1carly not pro-
ducing a climate which facilitates my corporation"s efforts to sell
overseas.

The actions of our government in this instance appear to be inconsistent
with your statement to the 1979 European Nuclear Conference in Easburg
that: "The United States is keenly sensitive to cha energy security
concerns of other countries. Although nuclear power is not without
probices, we recognize that its benefits are significant. I. reafffirm
my pledge that the United States will be a relish.lc supplier under
predictabic and clearly established non-proliferation safeguards."

.
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4) Finally, the uncertainty developing from the delay of this export-

license raises funda= ental questions about the future financing
of our nuclear exports. Can financing be secured when there is no
assurance that the product can be exported?

Non-nuclcar comp.'nents, primarily tanks to be incorporated into the
reactor building, have been delayed in shipment over nine months.
Nuclear conponents, many already fabricated, must be shipped now.
Major civil construction work has been delayed, electrical and
mechanical work can not be started, and a project which was once
nine months ahead of schedule is now delayed beyond the cecplecion
date specified in the contract.

Our con:pany has exerted every reasonable ef fort toward obtai.-ks issuance of
the export license. We have cooperated with and assisted ~! e Department of
State in obtaining responses to the various issues chieb .. ave been raised.
Frr kly,' ve find ourselves frustrated and unable to ach eve any progress in
getting concerted action within the governmental structure. We trust that
your awareness of this situation and its potentially da=2ging consequences
vill achieve an early solution which vill contain the da:nage.

.

Sincerely
'
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O.S. EXPOllT POLICY
.

.INinoDUUrloN o3- '

}y,

Senator .bilai E. Stevenson, Chairman of the Subcommittee on In O
. . -

' == - J ternational Finance announced on January 10,1077, a study of U.S
*CC niott |>olicy to be,cotalueled by the Subcomlnillee. The study wahR prompted by the rapidly Inounting trado delicit und ovidence that the.

D""-=
competitiveness of United States mdustry in international trade anI

""". 4 . . . .. n

i 8 domestic markets was declining. The Subconunittee held 11 days of''
hearings on export policy between Februn.y and Ma
lentimony frain witnesses from the Executive branch,y nini receive,d , gmdnat ry, agri-g
cult nre, labor and academic and research instilutions. This report i.nin-

g lil!lll/r.4 Ill0 IillliP0llllillllP0'8 IlllllillRd till(l tilRkPS IT00lumendntions for
g in uring flio comlictillveness of U.S. agriculture hud industty in vorhl

nun Let s.D The manunoth trade deficit haa hurt the U.S.econmny in many wa
It kn< exerted downward pressmo on the exchange rate, which'vs.C3 in
turn hns croded the role of the dollnr as na international unit of vaine,
umle. mined the confidence of dolln holders,and prompted flight from
ihe eloHar.

Secoml, the deficit has had a signifiennt inflationary impact on the
U.S. reonomy. The increasing prices of imporis us the dollar depic-
cialer-and correspomling price increnses by dome.stie producers of
impm t-competing goods-spur inflation. The Treasury Department
e,timated in February 1978 that the first-round direct ell'ect on the
Con-mner l' rice Index of n one percent depreciation of the dollnr was
only al.out 283 hundredths of one percent (.025 percent).' Ilut in teski-
mony before the Sennte Unnking Conunittee m November Charles
Schnitze, Chairman of the Council of Economic Advisors, e,stimatil'

!

that the Cl'I goes up one to one and onedmif percent for every ten
lu reent dernhnition of the dollni.* Schultze's e. stimate. which includes
elreet on wholesale prices ned oil nnd raw materials imports, as well'
as ilm tendency for U.S. producers to match impoit price inennses,is
more neenrate.

Third, Ihe t rade deficit is associnted with job loss in import-compet-
ing indust ries and a slow rate of job increase in the export sectorof the
cennomy. A continning irnde deficit represents a sub: tantial job short-
fnll e.n ihe export side. An estimated 10.000 jobs are created by a billion
dollars of odditinnnl exports;if the linited Sinles were to climinnie its
trad. .leficit by inerensing its exports by $30 billion to match its im-
porb.1.9 million new Amerienn jobsconhlbe formed.

| Fon" . the sinek in the economy crented ley a serious trade deficit

|'
nnd laecing esport performance twinires increased fiscal stimuhis in

* s.. Frpos i Pency hearings. l' art 1. p. 3 5.
* Weinte Itas. Ling. IInne.Ing, nn.1 If than A ffaire Comentlice hea rtog '"the n'remlJent's New

Anel Is nnnon Prograin.** November 8,1978. p. C.

(II
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(lie tralia tieficit ledittes tlio need for Llclicit bpeliding by thuhlel2 ilepreciation is ,partlajly accotadetl for lay flie "J Curve" c!Icel. Cur-
i os.4 , < . .-

Government. iency depreciatmn raises the price of imported goods unit services al-
Unfortunately, the deficit may not be a temporary aberrat,mn. ,I,ho trady onlered, theithy increasing tho value of imports. Ihports ani

"J-Curve" effect predicts that exchange rate adju.stment ensures traile ronenmitantl< reiluced in value until increase 3 in quantities expoited jadjustment within one or two yearu. However, delayed apjuecial'"" can he realidd. Thus, during the lir.st six to nine months following de- jof surpins country currencies, reintively dow growlh rates in Isurop" piccia einn of Ihe ilollar the 1 J.S. tinde delicit enn i.e expected to worden.
and Japan and high U.S. oil imports have exacerbated the U.S. deficit The Trensury Deguirtinent estimated the lag between movement in
and slowed adjustment.

A more fundamental problem is the extent to whieli the finde delicit c% the exebange rate anil adju.tment in the trade balance to le about
eighteen anontim. The Federal lleserve estimated the (nll impact of '

reflects underlying changes in the U.S. competitivo position which nre exchange rate depreciation on exports occum over a period of tv.oyears.
not self 'orrecting. The nite of increase in proditctivity lins licen dechn- .rai Thus,Ihe depreciation wliich necurrnl in late 11877 nnil cittly 1978 can- I
ing in the Unite 41 States and is now much lower ihnn in most other fM net he expected to result in n dranmtically improved U.S.trmle balanco !
developed countries. Ca|> ital formation in tin U.S. ims alr;o fallel' CD imtil late 1979, ;

l* low thal. of Oltr colupctitors, lilnovnlloil 19 inot n ilillit' lilt in ins tilC- linmer, llm ilollar lins licen anyect to mlilitinnul nial accelerahd
i

Imt. tuany indicators suggest the United States is losing,gnnnul heie C" M ilepn ciation in late in78. The iniend negalise ".lfurve" citeit.4 ni
as well. Trndo statistics reveal limt tlio U.S. is now Incing inerenml O " lum " dep!Winlinn IHH V OrenVhelin lin' lHe iliw clierla u f t he "ohl'de- ;

111l0011n!!01111l colli [leilllmt In higli htlthology blils wlm II;H. Pnnl* CD teriation. Uontinuous' currency slepswintion may citale ellnia ih
ttirts have been dominant for deendes. A trade deficit resultmg from f% counted for by the ".1-Curve" theory.*
}such long. term changes in U.S. competitiveness is not susceptible to Additionally, the failure of the II:S. trade hulance to udjust rapidly

"""
,

classical trade adinstment mechanisms. to exchango rate depreciation conhi he due to ndvene umvements in
The Snhconnnitten hearings were organized , io eight padF' relat ive intiation rates hetween the United States and its principal com-

,

m
1. The effect of floating exchange rnies on U.S. expoits nud the -

petitors in export maricets. Alost siudies agiec. however, that II.S. prico
trade balanco; 3 nnnguitiveness has innproveil recently. .\ n index of reintivo exinn t i

,

2. Trends in the competitivenees of U.S.ex pmis in specine poul- puces developed by Chase Economet ries -hows slutt U.S. espmt prices
'

uct and market se-tors; icache.1 a relative low point of pir, in In73, iose ilnough 1976 ( when *

3. Foreign government policies ami progmms to supi ex- o they exceciled 100 on the imlex), and declined to a level of !Et in
iports: re 1977. Prices are expected to deciense fmther to alumt 91.7 by 1979,

4. The Export-Import Unnk myl the financing of U.S. exiairtsi o puning U.S. producers in their mo-t competitive price position since
5. U.S.nericultural export pohcies: 1973.s !-

6. U.S. Government programs and facilities designed to rnp- nn n. cent impiovement in t he price n .. pet itis ene.,s or U.S. cspm ts ,

port exporta; is due to ai.e on.ibined effects of dolla rdep.rcint ion and s elu tively lower
7. U.S. high tecimologv exports; nnd inflation t han in nmst major foicign count ries. Unnever, i.ome trado
8. Forcian barriers to U.S. exports. >m pins runntries, Germany and Switzerhunt in particular, havo lunt

All the henrines Imve been printed.The chapters of this repor t cor- lower inilation alum the United States, which hm, otr3et somewhat the-

n.spond to t he suhicces covered in t hc henrings. appreciation of their currencies relative to the dollar. If inflation ac-
celerates in the United States, much of the gain in international pricoCirwrra 1. Tur. Errrer or FrnArino ExcnAnor. RArra os U.S. j competitivein 3s w onhl he wiped i ut.

Exroirrs U.S. trado performance over the past few veurs seems biondly related
'from relative infla' tion andto change in price competitiveness arisinj; U.S. prico competitivenessExchangn rato depret sat. ion of the U.S. dollar has failed to yield n"

.

no.u nn nu in m hange des impuncimproved trade balance. The explanations are many. First, deprec_ i- >

n
tion of the dollar reintive to the currencies of maior t rmhng part ners of n Om p riod 1971 through 1973, attrihntable piimarily to the devalu-
the United States has been modest until recently. Alorgun Gunranty at ii.n of Ihe dollar, cont rahnted to t he subst ant ial ex poit sm plus in 1974
Trust entenintes the overall change in the reni exchance rate of Ibn and 197.~,. Uonespomlingly, deteriorating U.S. poco coinpetitiveness
dollar from Afarch.1973 to September,1977 to be negli ihle.The dollar d"'i"g 1975 and 1976 u as a factm in ahe ina%ive trade delicits of 1977.

remained at its Afarch,1973 level until mid-1975, then nppreciated '" " I *
|through late 1977. Thus, for a two-year period the dollar was netnally , ,3.,,,,,,,,,,,, ,n ,,y , ,, ,,, n., e rree ei, em. .. t n. J . .. , . .

ahont 5 percent nhove its trade-weighted level of Afarch,1073. Dothtr I u.u w ..r n.e uro..unga inatn unon in te.nn.ony i.er..n. u.e L.i......
., .

i.o i m.,u..,<e n.ubn.n.na n<, ,u r, m,, n.
depreeintion re1ative to 1973 leveIs is a recent phenomenon.= - ,'!7,?..r|",'?"d d ""|i,,",'d d""."dJ.T'S'M",".r.",""',d ,l'ii',i",,M,.'r, '!;.',~.',7';;', ',' t,'.',"f.i

''
i.

f the e rrerte or euhans:e rate depreclattois w hen rates stod to ry le or soote up and down
.

8The Federal Reserve enthunted that the dollar's enchange value on a trade w.l hhd epim.tirnny. oatnra suggested on.ly atable depreitatiou user a 11ntle trato.1..t thue age se 1
i nnla was enghtly at.ose the lesel or March,1913 in early in7M. T1.e donar reurbcd ne t r. ele ba la n. ris. bre Pa r t I or ene hearing en ragiare e uttcy hel.t to t he sul. con.inistec
b.enk value la June.197H. In% above its lev.el f.s Mare!.,1978. declining elightly troam *" '!d*"*m uonal Flue nce. pp,. U t- tos.

u n e. 1976 to Septemt cr. 3977 and theu erp rtucut a rather sharp 7% derave=c t ruiu * b. e tratlu ony or John P. Norrla. Chase rcono. net itco A nv. hit t..n. S uc. f?mr # J'oh.y
Heptai.uber.1977 through January,1978. hens tugis. i'an 1. pp.124 -126.
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i. IQr0 n. ii 0 e V i el ca. J i e i . . - '"''nh aniey m ica es n ( n, in ei ig pa o n. . io um a ,e

unships In rceptions of quality, and assuranms of timely delivery 3"C"'""''I C""'In titiveness by companing II.S. extants to the esinitts
ccount for export success in many inarkets. Germany,d have con,Jnpan and of other connt nes in oversens innikets. They exainined the expmts of
witzerland havo reputntions ns dependablo supplicis an "I"o OI,CD coimtries in fourteen diffeirut iegions for tlaca In siints,.

alul 1973 to 1970. thiring each of ti:e limonued to export sniccessfully despite deteriorntion in tire price rains
U"#' to 1970,1970 to 1073,ted Santes lost marl.et rhnres telativo to, ,clitiveness of their prmlucts. I"Tii"b "milFd he Uni ,

U.S. prod ccrs tend to be uiuch less aggressivo in exporting than aro 'l"l"ni. The depreem. ima of tlie dollar reintive to lhe ,Inpanese yen slid '3
io Japanca and Emopeans, in part becauso U.S. producers havc ""I """I'le On United States to recover its enilier inniket slmic of.
ower incentivea te exiniit. A lar.<o doniicstic economy and relatively '"'"I '""'"'factun d ex nirts. U.S. losses were |>nitieninaly large in rx.
ood growth rates at homo ennble O.S. producers to expand production I"''ISI"II'" h"''"'C."' h!"H109 H8ktfrolHdth% oM
Inl enjoy profils tlirough doult+lic coll 811mplion htllier t} inn tulying ,Ib I"*le"I F;N nPortlHX truhm in lin' utlil ,n Ilm let le

. .

i i
pon exports. U.S. exporters n!so fnee inoro government-imposed dis-

j, ' .hns been OWJie hast.OECD eountiics'eslunis to lhe 31iihlico['"""7,,,."!""U;"I|',l ,hy bye than six-fohl sluring flio lu riod froin 1070-
'"

bids restrictions and lighter controh,y, anti. boycott aiul litimanicentives, such as anti-trust, unti.leiber
"' , " OM"Inui nial Ucinuu2y all inetraml their si. imon exportu lo commiinid i'

nintries. "I I"hd '""""I"6"fe'I tsPoils iluring linit periini, bul lhe Inrgest ganu
In conclusion, it is nnrenlistic to expect rapid ami signifiennt im. ""'" '"inin by in pa .

rovcincut in the U.S. trado hulanco due to exchnuge rn o deprecintion, "" '"' ' * " d i N "'" . "3 ErWI1; ra,tes cannot apl.iin the supnior
.

ec:inso: (1) alollar ilejuccinlinn will innrove 11.S. Drin+ natuhselitive.'Inl40ipe Huuld g"ornuun n,i Milwr Ilie 10nng>can ('onunnnity
m only if ninforml tw id.,tirely low 0.S.in .uidn rates; )Inulo C"""I''"S "r d'e A hbile l#ast,; in In>tli cases .lapan ninl t|ie [Jnih.d

88

T.S. delicit will decline only ifnice changes only fielatedly; (3) theq
,,,_Jows wdl respond to relative bl'iles weie on the sun.e rela.tive competitiso I,n-is. The ditterence in

growth rates nro higher niirond ihnn
"['.!'""M" '"'"" ""'I j> rice mvements l'et peen t he Jupuncue n!o,in e n nin!i ilm U.S.; and (1) II.S. trade performance is not closely related to $yIntive price considerations for st ructural reasons. "{l""l"bh""h hava .ed to snpetior iLS. elinett per i ma nce,

bSd - ^* U S- |, rice compditiv. ners impniver, t here is ruine liq,e b.r aCunna 2.-Tunsos in U.S. Exroirr Concerrnvesuss "dI unthet share m,n. price furtors
in Sexcirm Puonver ^~n Manur Secrons C;f con,"il 7m ca.D,'t. Salesunmslu,in inajor mui tees, hn

'""'

ntien p, marl.et fainilim im Minda. Mim
sin,lulex aftpr-sales +crvice, product-quality and ciedit tea ms can d

United States' export growth hns lieen negligible since 107 t. Expoit ''.'''."I'" t he su' cess of ellm ts to exploit n relatise piire ndonnta TJ'rowth in nominal terins has been 7 percent per annum compared to M l'uned Staf et s facing increa in# competition acioso a broadei in

ot only hns U.S. expott growth twen slowing but what growth has C "I,"lu o.luct s. melndmg enjutnl gomb and high techm, logy p,,, dub,13% percent rate of increase for imports during the same period.
'" ll" 17.R lue trmlie, nally in.en ilominant. und mW ma in.E" m

ccurred has been due entirely to price increases rather than greater Q
el7 oils to s e t hat U.S. products are ....ny,etit ire a mi t hat U.S. Govci(i.nles vohune. In rent terms U.S. exports in 1977 were only one percent g I"'"^'lo not teducc expoit competitiveness.
""'"' |e'"teriorating tiend in U.S. expm is is evident in om nn annireater than in 1074.The Snhcomnut tee's second henring nddresse.i t he Ai
"I"" s of resenrel ;miensive punhiets. Ilianiii.,dly, e t.e unin.dsis ofnestion whether the bck of e-d U.S. export. growth reflected declin.

'""I I|as t hiited lungdoni have exporte,I pn docts intemim jn enb,it'd
f m.s

ig competitiveness of U.S. non.ngrici.itural products in international
inrkets.

juni resenreh-aml. development expeinlitures. Ilowever,in recentd i,$-''
Slow growth in U.S. exports is attributable in part to slow economic ?"' h """"' ries I"

I' ""I "'"dnet to !ve allocated a smaller propoition of their $iev hari-nirowth rates in a :litional markets for U.S. exports. The Canadian
I mvest ment than Imre Gernm"Y nul .Inpan. 'l","""
""I I"u er growt h rates of .cul inte,t ment.lowly. Japan, also a fe-le nuirket for U.S. exports, has expanded verymrket, the largest sin A ho ami Carne >-'

rge market, has grown slowly in the last two """.'I "'d t raile pntterns for resenreh-and-derchelinn.wimmm. . ',""~
inod n !ears, as have some of the mn or non-oil prodneing LDC mnikets-

'

Irazil, Mexico and Imlin-wh{ich wonhl normally necount for alumt. """"6" '"d r"""'"'N and miscella neous nnom fact ures. Thkni"f'""l'
n -4 such as chemicals, machinery ninl tran p. rt e, '"""'

.

I"4 """" U.N2 "'"I.1970 the U.S. shnre of totut t imi 3 .s!y,,n h'[;r ','I"
0 percent of U.S. shi unents to non. oil-exporting LDCs. Thus, the j

t
1I.S. share of world eslunIs is growing more slowly Ihan that of otlier ""i declun d from 27.flyercent to 21.7 peicent j p""""""

idustrial countries in luirt leccanse the countries to which we tra- %"g"I" N I' in reent. The U.h.'s share d en ecd lick..n m ,' Y
i

itionally sell have hml slower growth rates than countries to which "" I M I" rcent io 10.o percent umt has coniinin.d to d
j,,,I'"[,""I f+~I"*Ht ni lDM. 'l ho Gerunin sinn e has n.,iiaim.[eji '[,' ',''nr competitors traditionally sell. !

(,' $""""'""I""'" *"" " " l'ercent ; in 19m it ins la g py,7cid. T,"io l' I:
ll.

At the snme time, however,, the United States has failed to expand eh a n hns grow n > .....h h .4,.. .. i.,ia , I ,, i . ,3 , , ,', ' -

s exports m die faster-growing markets at ahe same pace i..,mimutms
nye. The United States experienced declining market shares in 1977 . ms liteiv to cone nme md..- i...o.4,as a,'" P""'''-i expurts ie .inpnn, n,dy, ihe xciberlanas, ievena r.atin american " P" * "'"" ""d C"P al investinent inerense. .' il
onntries, lmiin and Koren, ns well ns the important Ol'EU innikets.

.



irull$0lIO!): bill Illis printity llillEl cll!!Ilgo if flitt bililed Sh!!08 iS to '81 f EnVPilllD0llt,0t035IIllalMIl'lInli .n 800-1 lInn.IajuneseE'"' hillPP 8

irofit from iiew inntkets. 'Ib OPEC countries, some of ilm no Hill- rowloiles' .imliistny lois imein siliularly Miccessful. Aimtin.r innpresiva
n'l"I of Inp:niese imlnstrini ilanning is the nhility to ienet to over-y liroducing developing countries and Japan, where inajor effmts are enl*ity in ccianin in.Instries.

mderway to remove tinde hariiers offer market opportunities which . A nmaher of other countries have attempted to Warget" industrieslie Uniled States shonhl exploit. Whether U.S. business respomis will
WHI' eXliort Imtential. Taiwan, liong Knng amt South Konen have

lepetul in part upon goverriment eEntts to involve additional (f.S. developed their texti,lo nnd footwear industrie<. nuil in, tim process . ..
riils in exporting, as well as to familiarizo existing exporting finns
vitli new export opportimities and to support all U.S. exporters kar supiihinteil tlicir liiodel, .Itiliari, iis it mirld milililn'r of tiim 3

r"""i" a h ' , es-i -

trongly and consistently.
I""aril proilncis }v.velopment in ,Inpan nnit linnine is ofien aliceteil

lHenith nini de
Strueliiral factors rather finin prico or bitsiness cycle factors explairi ,

illa export mssibilities.Tlic Enropeans have worked aIwent clinnges in the pnttorn of U.S. exports. In addition to ilm fact "."'pernlircir to merenso their minire of the inicinational commercial rnlint tlic United Sintes is less export-oriented niid innkes less effort to
spnnd its exporlR |Illill (10 fol'0|gti 00Tilp0tll0rA tlin lIll!!MI NIHleh'

U U"I'' fI II.131hrh ill flW P:00nFo of flin U.S. Tim,.Inpanese gnvennnent a
lur coonlmnteil resenich 's,i colupulein nini sesiticoinliictoi teclitinlogy '~Iraditional leads in productivity amt technologi,ent Innovation have *'t h nn eve t own rd developing a major new expm t indust ry.

heen lost. Investment is hnvei in the U.S. than in a number of other OI'Ub'h Wiilld 00lld.ucted to slate ilo tiot mni in indiente signifi-
.

11tihtiled. allt! Ilielo la eviileiiee II.S. linittstry la elijftliig invesluiad cant traile diffeiences arising from iliffeient, applientions of enviion-
from hnsic resenach to comparntively minor prmluct and process de- J h"'"'"I binndanls or nuti-trust laws, n recent study condneted for the

k:,"*
velopment in the expectntion of shm t-term returns. These trends sig- stq 18cicuinient of connnerce suggests that the moie vigoions envimn-
gest U.S. exports will ing even Im t her in the Int nre.

~~
H"'h'"I FI"*I uds in the United State,s may have nn adverw effect,

"d ""' ' n!ty in flos emmtry relative so other OECD councilesImprovements in li.S. prico competitiveness vin depreciation of
"" l"h, of course, could have consequences for export growth in thehe dollar and lower inflatmn can lend to improved expori perfono- CQ wh.n

nee in a number of categories-especially consumer goods -but where ,

I"' "" J"I'"",nned Sa ntes niso Ims lin: most st ringen,i nnti-trust Icgis.
rohe r. 11n li ,

som es deper.d on relinhility. ipmlity anc. servicing. nml for products Q|'%
h"W ""inj ncs use rennssmn of ;mies fnee m. nnt:-trust problems.'

3 Intge tradmg comp
with high Iechnology nt.d capital inputs, greater price competitiveness Q .

uvHrect in se to siunnlate exports.
nlone is unlikely to lead to umjor increases in U.S. expoits. .I.he acccot hupreme Court dec_sion in the Zenith case contions thati

'" h n hates do not violate U.S. countervniling duty statutes. A mun-
Cuarrrn 3.-Formme Govenwurst Poucirs aun Pnominis ro D I'" "I """"I"el nI9 ave a very low into of Inxntion on ilm incomeh

Speroar Exrmrrs Q of foreign subsuhnnes of domestic companies, whien enables a com-

Foreign government suppm t for exports hn4 contributed to the II.S. Q pany to estaldish a sales subsidiary oversens and avoid practically all
trnde deficit. Mr. George Sintlnikis of the General Electric Company Im8i"n on expoit sales. The United States does not permit. such

dificientini inx treatment.testilled be fore the Subcolmnit f ee t hat the biggest obst nele to expamled .hipan. mlditionnily, has a inx incentive system for expm ters whichIT.S. exports is the help foreign trado competitors get from their war modified recently to emphasize incentives for sundler and mediuin-
govern ment s.

Although fiscal nnd monetary policies nro not generally regarded dipl exporters. Many developing countries rely on Inx incentiyes to
$'unnlate expmts to un even larger degree ihnn do the developed

na efforts to support or subsidize exports; the restrained gnnyth poli.
r"""f ues.ies of Germany and Jnpan have been conducive to expmt growth. E" nio't innlan tant n_an-taix inicentives tiee iii lin nien of 11:inneinig'nnd these count ries' singgish domestic expniisinii lins conceidelv I"r expoit.s. h t countiles provide tome fuim of ollicial expm t timme-

Idocked imports lleennse Ihe expoit sector is such a largo part of Ihese in" ;ont lhe l# cnch. .Inpaneso und liritish n-e :npplemental non. tariconomics. mieqnnte f oint growth can be umintained while pursuin- inwntises as well. Partienlarly noteumthy nie lhe cyant financing
policies to restrain inlintion. ii"' niins designnt for snudi extuirling finns in Gennuny, Jujnni,Indn-t rial policies n re nn impoitant element in export expansion for linh ami I?rance.mnny count rics. The imlnst rint policies vnry : .fnpan, Itrance, e.nd Iinly l'oscign governments often finance prefensibility studies. In sonorely extendvely on pinnning incehanisms, but a number of other this is nonpleinented by goveimnent to uovenunent nintnet byi

; ca ecount ries, incieding uennany, Sweden and Denmark, place far inore lop h s el gmennuent ollicials well veised in the pioject who usamo7emphasis on a hvorable investinent climate tinut on targeted indus- the innchasing govenunent that the hidding liam has full o!!icialt rial policies. Itegionnt develoinnent schemes are also used to channel
s u p p"i t .resources int o imlnst ries wil h si rong export [mt ential.

I Japanese companies hiIding on major consiniction [nojects canThe elfectiveness of coopeinfion between govenonent und imln f ry
in telecting inrget imlnstnes and developing them is best esemplilled pic" ni a single, combined price offer. U.S. nnti-inist > tat utes precludo

by .Inpnn. Tho post Worbl Wnr 11 riso of the Jnpanese steel nmi snip-
-

s,. 0;i'/|,;|,|,',',y,; |:, ;d 'E|:,g'f, fit;";',gy; |]ggggg,a||,,g, gig';='
7 "

huibling imin't rics Io lumitions of worhi annihet proininence wa, Ihe ,

'.
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lla| tan , a n co n a runs i e nenic, nuit to supplenient nini encournge,but tiot coinpele wilh, privnIepiounmH "ill n!-n be hampercil in liseni year 1f880 by biniget innta-ic

capital. The llanic inuxt niso take into account any serious mlrer-e ll,oin imposeil by the l'resalent's Ollice or Musi.igennent nint lliniget.
.

Igunlennk a the only ollicini expoit ereilit ngency, besiales Cannila's,effect of its transactions on: (1) tho competitive twisition of II.S. in- who h receives no annnni approprintions. nini is fly only such ngency

diistryd S ntes.(2) materi:Is iii .'liott htili[ily niid (3) eni[iloynient its tireonhkrl"I I"inniuni legislateil liiniget ceil,ngs on its einlit inoprains.i
lh.unhank will exloinst its elirect lemling nuthinity of S:1.d hillma lie-Unite

The llank's prqrams inchale: (1) ilirect creilits umi linnneial foio Ilm eml of tisent yenr 1970. Authority for li-eni vear 1!60 hn, beeir 3
*

ge" inteci for nialor capital gooils exports roguiring regniyment gt it $1.1 Iillinn by OMil,sihout one-Iliini the unticipatrilitemnint for 7
wmla of 5 years or inore ba(9) ine(linni.terin guarantees niul iliscotint

f ( '

Inunhank enilit.
onus to U.S. cominercial nks umi Coopeintive Financing Fucility Exiininink is also subject to political restrictions not impomd

.

lontis to foreign financial inalitutions to finance rapital gonals expoil.-; o
oi! m luyrn.in.s of foreign goveiinnents. Espoils to conumniist connIl

and (3) in colijtinction with flie Foreign Cretlit lasurance hiation
(FCI A), n group of private insurance companies, short term amt

ino niy inchgilile for Eximliank i,upport unless Ilie Ptesiileiit luiD

inetliittii-teitil erpoit insitinneo lignittst politienl anil tolninenvial rhls.
ilth|Illillwil lhal slipport for expoiis to the count ry in question is in linP
Hah"nni inten+t uml, since Ifh 1, elint tlie counliy inats ilm tilitigenf7

The l'rivate Extiott Fuinling Corporation (PEFCO),owncil by thS. M U' t h I"I' firedoni of elitigimlioli s't foilli iii tiie .Tackton-ynsiik
uflest imitici nttes iii niinlittiin Itliin tquill

ImlikH tiliil carino 1tliolis, hlmimlik uni coinitiereini Imaks. Alihough A un 8nlinetil Io lla' Trinia Aet. Only l'ol:iini, lhiiminia, Yugoslavia und
flinmeln- tcgether willi i I!iiEli.E = riiriri:ll.y clivil@ for Sinilmnk emlits. lhiniinink ro-
tlio nog 5ains suitpoileilillrectly anillinilrectly liy ilie ihpm1-im uni Vien Mpott creilits for buman tights consiileintions as well, uinl

.

llan are extennve, they frequently (lo tiot imitch thoan olierei by
'len!' th" "'Ivir" of the I)cpartinent of State fiespiently Imbls up orA "D"

foreign governments. ns creilits for exports to countries with pour Inimnn rights recorils.
Fonign compelitors sup|wist a greater perceningo of their exposts C

ileny la,cip e of Sonth A fiien, Congnm nilopleil legislation in In78 to
I" 8I"'

thiougli ollicial linnneing,nml often proviilionore nilrnelive terms mnl ye nnhank support for any eximrt to Ihe South A filenn govern-
prognuns. For enlemlar vents 1975 nml 197(i, .Ininm nini France pro. L;

viileil ollicial esport creilit supin>rt for one-Imlf iheir mamifact nrcil Q '"c"i a'ul to any of heryntchaser, unless tho Serietary of State cen tilles
that sneh Inirehaser is observing the "Sullivan principles' on fair

exinnts; the limteil Kiin|:<lom for one-fmnth of its inanufnetureil ex-
a-"-

Z 8"'d einploynn ni prnetices.
S}> orts; Itnly for one-eig ith, nml Cunnila, Geimuny ninl tlin liniteiltatcs for slightly over one-tent h of their inunu fuci n' reil ex pot t s."' The(7) The lhimbank leginintion wpm teil 1.y the linnking Connmillee in

197%, aml snbsequently incorpornled in II.It.11279 sepresents a signif-UiIited Shites Eximbank elfers a smaller percentage of ollicini creilit .in"d bleP "rwanl,in ollicial U.S. export financing. The llank's anthor-I
(nveraging le peicent) fu long-tea m expoit cieilitw tinm ilo t he ollicial y= Hy "as c*mleil hve years aml its nggregnie conunisment anthority
exixu t creilit ngencies of Ihe other six utions. .hipan nIso pioviiles D "'' inen nseil to $10 billion, ngninst which up to $r hillion in unaran-
local cost tinancing, which is not avniinble from ahe II.S. Inport- O i"1.'"d.:nnnnun e muy he chargeil nt or, percent of f.iec vuine. The pie-
Import llank.

$GO no $100 m."lh.iireinent was moilificil to increase the thre>hohl from
n"'d"'" tion n P

.Inpan, Germany, France aml Italy offer insurance ngninst exe nmee 1l on for credits to be submitin) to Congress before finali
rato fluctuntions; the II.S. does not. The IInited Kingilom nml Finnee
offer inflation indenmity insurance; the U.S. does not. In unter to en- "Pinorni, aml the review perioil during Congres.sional recesses was

rnluced to 3r.entendar days.
courago exports of complete unumfacturing plants,,Inpan is now otter. ( aln r unportant amendments to the linnk's charter included: the
ing perforinnnee homi insurnnec covering .0-90 percent of posrible I,ha fe" 8 denv eiedit

applicai.nnendment providing ihnt the llank shoutil notcons for non-linancial or non-conauercial considerntion's eserpt.losses. The linited Kingilom niso provides perfonnnnre liond in-nr-
unec, which is snid to benelit liritish continctois competing for 3Iiihile whrre th" President determines that such denial woubt he in the nn-
East const ruction projects, tioini intere-I amt obere such netion wpull cleativ and impoitantivSeveral foreign countries combine foreign nid programs and onicial mh aner ll.S. policy in such arens ns inteinntional' terrorism, nuclen'r
export credit prognuns in unter to provide low-interest long-term pioliferation.cnvironmental protection nint hmnnn rights; the Steven-cinlits to developing countries. Finnec, for exninple, offers "misnl don ann 1olment providing that the Secretary of the Tiensnrv nmycredits" for as little as a percent interest amt ns long ns er, vents. The nothorm the llank lo nssist II.S. producers to match onicini forcisUnited States not only does not offer mixed ereilits, hnt it's bilateral einlit suppmi for expmis to the ITniteil States o ben sneh fon. inn snp.ns.sistnnen proginm has shrunk reintive to other countiics ami licen Post eseerds internntionini stamlards, and the lleinz nmenihnent un-redirectal townrd projects which provide fewer opport unities for l'.S. Ilon i. ine the llank to provide finnneing competitive wit h IInt pro.
enp'iini cond.i expm as.

lIin KNilithnHIC Inis inninised to keep its hmg term credits rompeli, vidnl by forcien goveritinent ngencies and antimrizing the Pie >ident to
l.ccm ministerial lesel negotiations to emi fmeign pn.d.doiv cy. orttive with thom oireint by foreign governments, but ns inicie. rate 4 ~

----
linancintf |st'artlee' The lhanik', nulhoril y lo linnnn, n.o ienit nint nnd

'a s. o F p..e t rolley i.cnsing , s' art 4. p. 70. 'rsi.le Huimda tein i.y ilw t h po ri neni of Hr. : o|ni ciselpy njnigonent es[nnis Was Hl.,o espainlJd,
Tren =u ry.

. .



. ,expor c1s, on all eiliigl,ilumcitig asis wi,a orelgst colope i ois. {,. il N capture a litrge sluire of Ilie Wolhi nay ,et nr do) nnn puir
f

lifical re,strictions_on 1.xunbank credit continne brith with I'espect, u,4iii nii al.1Nansi in of Alala'esian palm oil expen ts hn., cut into
colomunist. countries and imman rights violators. i,he finnk cannot. the U.S. npor t marlset for ve 'etablo oil.
Ich the inixpl credit oll'ers of foreign,goven,unents; new unthurity 'j'l . United SIMes is niso cing incicated cotypellfion in the "8"'8

.. .

m,lil be reilniyed to laimeli sucli li,iutncitig. l'ininlly, liio cliurt to te- og ,,,,gnn gn) ini,ne,.,, exinirls. The Soviet ihnon lins taken a anh. N
t n lininlier uf , 3iuri internatioital crn, lit competition is fouiulering. Negotiations in

;;m,Mia hie of the ll.S. cotton binil,et in 16: rope. nin
,

.

78 to strengthen Ilio internntional Arrangeinent on (innlelines for
g ynn, eng, p},nd, c.,h3:nt, 'rinnt anpph.

ens of cottoni in- ..

g,, g;,g;,,,, runntiics nie leerniitilig ilul"ia,'l'mI,ey, Inm nial AIglulu-,q,
lleinlly Slippotial Extutt Crnlits coll p d l cnnse fon'ign gorent-
nts,iefused U.S. proposals to placo t,a se$

v hier lunits on such support. y,. Ki.n n. Hrail and Alninwi have inen n cd,the,ir tohnero nposts. O

g infolgli coltl[icti(Imi lli di,iot udeqiinteTy equipped to nicet t he pluw-
,

,,>a frnies inid vegdalilo exlmds fiont .\ on>cco anil hiael,|fanuut _],g gg g,3 g.t3 jiicitit.ilig coin >elillun lit inwh an 1 pn>c-10 Export-Inspoit llan,k isi u

klalexpolteretlh
Inis eniergest as a inaior expoder of n ininihn of hod""hnral "'"I-1

Ciramn 5.-U.S. AmHCUr/rUltAr, Exroirr l'oucas "
in N hi/M im ii J ucal flic Ut1Ile'l SI" led "" Ih" ""'I'I'" I""'I"'"d

fe]";' 8",'; ','[,,"'"'['j',I".'f;[,'j}".'f.o N.'];,,",[fp/,fi.[,ji[,$,[,kr II i ts$
' '

Agriculturni exports are the mainstay of U.S. expoit perforrennw
I. , ,, ,

counting for approxinn,tely 0 creent of lotill twjintIH t ncli 3 ice. MM M Ie d b'Wt M'*'N m'll M I I"8 "*Ii

it ni expotts of $21.1 leilhon in 11 7 cxceeded ngrienit nini hnports hv
FI ,"J' tallow, grenses n,nd var. ty ments, un ein ni ili, ling 5iI."HM C",H-ie0.8 billion. Without the net nisitive contribution of the agrienlinra'lI

'jnn n nn .I n n\9i Ide n diondtor, the total II.S. tnnie deficit in ItG7 would loive been $i1.8 billion l a',}!8 ","' ,I' '"',' ',']| 8j "
i .

,) ., i

sf cad of ,$.ll hillion. ;g,,,, ,,,, y,,g9.w ., g j g.R dim On pi incipid factor,
, , ,

1 be agnetiltural ti ule surphys _s , nportant for the domest,c econ- ,gg og gg, ;, g,,n ign Onid and non-in i
iy. An estnnated I.; nothon jobs in the farm sector re> nit from ex-

.

,,

g , ,,,nggg n;,yg p,,ngnon
,g,g, g,,,,)h s 6 r in ivy Mih-idizadon

g ,.

.

[,i i-iris. aim- er, every dollar earneil thnyng.h ngricultural expods gg g y ,,,y ;,, il ,girovi
,n ctly stin ,ilates nnot her dollar in domestic imt put. 6M M thinr N de diem conipetidvi in dos,

I he United States is Ihe woild's largest expmter of grains, wheat,
1- i de . MisidizMion is init 6.nnM, nn nigeniems

c, feed, grains, soylien ns, cot ton und tohneco, ami hn7 'minin.leil n- inda tin.< provide op]nniunities for inonopoly pricing.
iis of hverf uck, products and |>onitry in r ecent years. l he iJ.S,. .-Inire Z im E ain 5 hm e whed leonids doch < oM rol most nslweis

-

i i'the wodd grain mnrket has merensed 1 Q hM h adin"' indudin".< dm pricium linmn W"' unl inada lingports to the Soviet. Union and Ensf ern E,n part as a result of greaterQnro te. I N'# "M""DI"8,l he'T "" heat lwninh m (,nnnib and AnW a6 nie in n H,., ion toHut, U.S. ngriculf nrnl exports conhl be mne i greater ihan ther are.
wnt oppot tunities exist for expanded iroduction nt very nently con _

m.i costs.10ven wit hout exIininled >roi nefion,su. rI ures are ""enerally
""I"

"d " I""M '!"" f "!"' * **" Y " "" " N"""" 'I" linion. buch na runge-
"

I d - l'cople% I!cpulilu o ' iina ami t he b.oviet
ni9iy(ye 7or export y nny given year. U.S. ngrienitural goodocu ir- resmnalily have included favorable pricing mnl financing fobn
iin hjghly emopefifive m terms of price and qnnlity, but such con- 1. 1.W 4 bP.d informWim m die ninemeus is initlerations do not nIways def ernune success in nnnenitoral t rade.,

casury studies indiente ". . . the price elasticity of dennnnt for U.S. "',"! a bh;m.in Hje Un.de.1 R ates.
.!

n! ian win nl IninM ha,s a inonopoly orw (,nund,an w heatjhe d i

!''" L"'{""E ""'I*h"M ' r"n-portat uen nmi ex{od s. ,l'he Itoa ni finniu;in-ods varies considernbly nml a relatively large share of U.S. exports es
accounted for by proilnets with relatively low price clasticitie< of P"'? ons widi hank en dits gnuanteci h de gownnnent ld

- f\ n."n a ha n,g
3ninmi-apricultural nroducts, raw nuderials and higldy specializeil t nwin n+nve liank ofuln at hoan,g gs nedh duongh dntpi,nj eqi,npment.w i, ' g,g n, gg; ,g ,7;, y ,, g ,, rices on MI

i i
_ g;

A labynnth of subs,ul,es and protect,ve devices for the ngricultural fe < dm umdA du v em ddcEiim uld U.S. piice-3
:f or throughout the 3rorld insulato rent wmbi agricultmni nemt
1ces from movements in excInmge rates. Devninnt mn of Ihe dolla r not , , ,.uv m I ' dnM odei dicir Ma d M n lom i p i. e. 'Mine Im re,

g, dM bel 4 m mm Medly fails to inerense lhe volume of U.S. agrienlinral expods, hm may I b d. y
'""P ""ha n gnun !"I""'"I I"'';ioy s of mon t,in n a,n ee nunsfanunMe rad bue podadonU"'.d'f"l'

n t U.S. farmers by reducing returns on foreign nurientsnral sair-
u nbo subsubud h,Mny A n*ah,an

tamnThe Unite i Sinfes ennnot assmne the confinuntion of ils piedomi- to spod o d s. niient la> antfor nuo enn nira h "

board follows a dest. '{"inyn poemg scheine. ulu. h enables
ni position in worhi ngrienit ural mnrhets. U.S. sovbenn growers fnco

1"N E"I"3 '"E '""" I" " "" '^ " " ' " ' " """ " " " " " * * '
owin"er foreign competitinn in soybeans, pahn oil ioni reinted oil rent -

- und the mn c

A u - n iban "I" "8 8" he c"n!Iwlilire m ""Y '" c' c" m " Ic8-
. e. o n .,e o., m4.r.......a o . .. . r d, . . , c.an,,, i.,. n.,,. ~, nn ,. . o., em .ra .. r . .~. o The Ennipean Conununily uses npml snh: hiics Io icduce .t sur-urnoin..na ia no c..n.ns n a ..n unn n aa, m u ciacar.. nnn..i. u n n.... .a ie

$. n".;a:"' a"7', '"-Ti"n@ ||.""",'T.,n""i. e .3'"N."a7 Ef"'"*' "" '* # ''" plo . nmi"EM.
* * ' " * e oenn ben pricek. pndicularly in H.e C.nonmnity% ofte

acs ,nung, inaiv;ang nn,na,er conuries iif die I'in iipcan c.,m-,,. a c.,n.v... o .. e.. r.

.
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0gnho (Ihhn gilllws) i3 liO!!lllty !!!1tl can h0. Tita bl,07L C0illinDit liml-[tarlff liartlets incluilo governtnent procurement |>olicies, n'gulatin,ns,ig-|,g pgjgg| gg,g jg ,g|ggnj,,g gg]y go g|n, (gg (|,ng g,g, nini.

(>ctitisenes. in noild uni:Ms is slipping. Not only .lapan ami lla!. gy,n i,iinii.can ei>untries, l>ut idai ilie deirloping emmtises ofsinmlar,ils, custon,is proceilures, honier tar ndju3tinents, quantitativo c
rest rictmns nml direct or mihrect expoit subsnlies: L itin Ameiica, Asin innt A frien, nic becoming sinong tonilmtitois for -

Government procurement is relatively,open igi Gernniny nml tho U S. |innlucem neross the full range of inninssiial nml ugt .oimial ' 7
U.S., but m anost foreign countrics domestic suppliers are given siginl,i- pn,iln+ nnd s rvices. ' '

ennt preferences. In amniy nations governn,ient piucurement, practices g, p,g ;,,g,.imn,,'y ,.ntes nione cannot n store ll.S. t raile cimipt a n e-
are more,a matter of tradition thatt [>olicy-buyung foreign inailo tuw. La e:ui llie l[iileil Sintes niinnl ta perinit Ihe internalinna' value O
gomls is viowed as ilisloyal. o f Ilie dolla r io en>ile innlclinitely ; Ihe cost in ilomesIic inflaaion, capital A

Japan concentrates most trade in the hanils of a few trail.mg com- ontflow, Ol'EC oil prier increases anil declining inteniational conli O
.

|mmes. Intimate busmess/ government relations allmv for unwritten denie in tin Unih d Shdes wouhl l>e intoleral>h. As hmg us the dollar
, "

,

import-reducing pohey actions. In the developinw countries "ilisere- i, the sile re:erve currency and it.s value i un cianin, h vels of meerna- i

tionary" im[iot t licemung is wiilely used an 1 alniscif. In lin' non-nin rket linnd Iimle will lie (litiunisin'tl. A hlnilig untionil c48usL l'olicy is
,

'

006hnlilles hinto triulitig coni [yintes polect Import,9 tm well im exlinlis henlnl in sin'ngilien tiui ilollar as well us l'ciluce llie traula ilclicil. , 'I

without necessarily Inising their actions on relative prices. Tim Sul>cononinee recommends the followin. notions: (1) oigunvo

g|,g g,g,; gg g.gg g g.gg.g g g.n.onlituilek foiceful ll.S. espoitIll'0 Bililllillly dlfil0llll 10 de,al kllh. product stanilarils tinil regiilal.Ilgecilnn fnr lienlili cidlbda,-J
The trade barriers presented by lons

p hch; m rac;];t,de organizadion liy U.S. indig und ugiiculhdu
for example, may lie rerpured acconlmg to a given cou,ntry's laws c :f, in p3,,and upos ts; p rnU ect und examini existi:.g extw>rt pioinution
during the prodne/lon proms-amounting to a total barrier to trade. Z..~ g,n,gnnns. (I) provide etlicient tax aminon-tax incentives for res an h

Ilonter tux adjustments nro conmdered by our electronics imlnstry nini developnn nt nini innovation, as well ns extioits, liv II.S. imin t ry
to 1.o "the most. iervnsive and strongest of trade hnrriers erected CD and agriculture; (5) ex[mmt expgtt finnneing to mest foreign nmi-
ngninst (its) prm nets." Acconting to testii,nony, the probinn is not D petition- (6) negotiate reductions m foreign han iets to ILS. expm ts;

Cbeing n,ddressed m,the current AITN negotn,tigons., , Cf) powd on U.S. exports.
P nml p) reduce U.S. (iovermnent restrictions ami disincentives im-

It wdl take vigilance amt strong barganung just to maminin our
wmid expert potential in the face of these subtle and soplasticated
harners. Itemedies outsido of the AITN nro diflicult to perceive. One gg es cenu: musen imumzenos n surn nr moirrs
witness could only suggest that 88 Congressmen individually be firmer
in iniking to foreign visitors.The U.S. imist. not lose sight of the basic The t hiited States alone among the major trading count ics has no
strength of its competitors-n more cohesive nttilmle towants exports O smgle government ugency with authority and resgumsibility to mlvanco
with closo government /husiness cooperation. Ambassador Wold sug- CL. it.s a rmling interest s. Oli er countiies rely upon t rade minist ries to hel
gested shoubt the negotiations hil,"we as negotiatom have no reason t heir extioners investigate markets nbroml, develop new export luni -
to oppose retaliatory procurement policies, an ex[mnsion of liny Amer- nets, nionlinate export bidding, arrange subsidized financmg, insur-
ica domestienlly." = unce uml shipping nint Imrgnin with foreign goveinments to usure

Protectionist. measures tie resources to less productive uses, restrict market access.
growth of productive sectors, aml entnil high costs for ihe consumer in Tuo npproaches are inissible to organizing ihe Federni Govermnent
the form of reduced choices uml increased prices. They mhlitionally to support expoits. A new De(mrtment of l'rmte incoipointing um-t
tend to iransmit rece.ssion, divide ihe worbi politically ami contrilmte i rmle-relat ed govennnent activities conhl be est ablished, or un Ollice of
to general singnation. The potential gains from freer worhl a rude aro internutionni Tnnto conhl be established in ilm White lloure with un-
immense, ninl far ont weigh the haniship nnd dislocation enused par- thority to orchestrate the trmle-relatal netions of all govermnent
ficular domestic indust rics ami geographic areas. Ilowever, unless ml- n gennes.
npinto inljustment assistance is provhled, formidable domestic politi- Creation of n Drpartment of Tende need not rniail mhlitional ('ah-
cal pressures can block i nnle liberalization alforts inct posts nor nd htionnt expemlit ure.s. The ()ilice of Special Trade

'I he success of the AITN packnge may acpemt upon n st ronger ILS. I cpiesentative, a Cabinet oflice, conhl be merged with s he a rmte fune-
bargaining position when faced with foreign violations ofIhe new rules lions of Ihe Departments of Agriculture, Connnerce, Stute and Ticas-
of conduct. A vast array of lLS.expoit suppm t measures, eit hei in ef- ury to create n new .h entment which couhl ali-m h Ihe International
feet or available if need I, wouhl strengthen t he U.S. negotiating po- Trmle Commission umi Export-Impm t llank as well.
sition. Instend of reieb.o:og w ith a nule restrictions which raise import A n niternative would be to expand upon a he 8Tl; r ()llice, giving it
costs and hm t American consumers, the U.S. conhl be in a poulion to auf horit3 not only mer innle negotintions,I.nl al-o to comdinnte cu

I""i P.'oi""l'on unil t nole disinop. Th ofihr
I '"""rd "" I"in nat ional Econonne Poh,e nnha ppy es po iennrespomt wit h export inn ntites w hich exinoni t rmle and crenic li.s.

ry mas base unduls di-com-jobs without inflation.
_ nyni con. sideration of t hi . alternalis c. What 'll'.P l.wlnl in' stat utm v

C,7 $||| E ""'l"" ily ""d ""Pi n n t Innu t he l'rcsident m r noi ac ecces inhen ni in
v op. tit., p. i 3.



the ILS. emannny ensi nio longer at}oril to beat llie full co. t og goru. gnTim Intenistional Fiminco Subconiiniltee lias not lichl lieanngs oli o c: e n*- - -

s

pheible reform of executive branch organization to support exports, recalcitrance on anti-trn.st practice.but its export policy hearings do point clearly to the need for U.S. ex.
porters to receive more centrally co-ordinated U.S. Government sup- in m, ni.nnm u. m oiri i no3niiiiis rnoonmm i,ii

port. It would appear particularly useful to merge the nyatem of com-
inerical ollicers provided by the Department of State with the systein .g.b Wmn ii e Depadment has recognimi that its exlmrt prmnotion r-

Of export protnotiott operated lay (lie Departulent, of Colutnerce. A dom neal to le targehnl niore tmvard tiew-to-ewort nnd, twn40- y
career service in International trado sliould bo, established even if n marlat. firms." Smnller, less experiencetl Ilrais wouhl lie inajor liene

t -

ollier reorganization Etcps are taken. Internatlanal trado specialists liciaries of int [uoved export proniotion services liec,ause sucli firmsg
ci.ing infoimutmn services ninl

of tlie liigliest caliber are suore likely to be attracted and reta, ashing-inedbyline hm mies he private sectoi erd,to meet potentint (myign buyers.a career service which offers rotatmg assignments abroad,in M leippmiunit v h,Irnvel alsroud an g
ton, and in U.S. field o!Ilces. conuncreo has developed a strat egy for redirecting its services to bet ter _

t to
'. ,,n et ach ob ectives, imt funding levels are inadequate a,t ,p,resen

, , ,

ott0ANIZINO U.S. INDUSTitY ANI) AGit!CUITUltll TO E.XNillT rm!! hiM e@l impr0YeInent in OXpurt pronmtion netivities. Con-
<

i

hress .-houhl al 1n opriate sullicient fiuuli to the hunmerce Ih'lutt't hun tum m mlde lle Department to ei.rry out un expandedUnited States pohey has long l>cen mcons stent towaril organ zingi i
3. SM

U.S. antitrust law apph,Illitre 10 Ineel 00llllleilllnh 111 foltigh illul'lpld.9d itiiilesited eNiori lironWlon |imgl'nin. funnm n e dimilil giWII.S. ill(llistly tilhl ugul
es beyond U.S. boriters to girevent comi i nth ntion 6 cymrts of services, which promire to lie a grow-

tions which could restrain trade witlan the Un,ited hintes.1he n,mm- Nn- pirtion of U.S. exports. U.S. service indust ries have special twedsebb.
l'omereno Act of 1918, authorized the formatior,i of export trado,ns- J rt. and Comun ree shonhl lie orenmzed to meetg, ,.a d exiim i

sociations so long ax uey glid not reduce competition with,in,t he Umted c:|||C ds i eds (himmerco shimhl provide lonus to small firms und extwn t
States. The purpose of M ebb-1 omerene was to enable U.S. cxtun ters Z ociations to c<n er i:ntial marketing costs in new exinnt markets andn
to compete more effectively against foreign cartels. Ilo.vever, the vague 6 newao un1 eimpanies. Itepamient wonhl I.e liased up.m export
wordm" of the Act and narrow interpretations by the .lustice Depai1- g=O sdes. The ('ommerce Department shoubt work imae cifectively with n
ment, tlic Federal Trade Comnussion, am,1 U.S. Courts have d,is- l'"L||= ihe United Slates through its District Ollices aml State and local trr le-

onraged formation of export trado assoc!ations. nd ecenuimie development ollices to rench comimnies with export pn
Th, Webb-Pomerene Act could be revised to exinuni the scope of Q tential Imt lacking xport experience. Iloth at home uml overseas Com-e

_

permissible activities by c3 port trade associations; services such as merce should e ent rate its efforts on new exporters and new, rnpidly

The Justgce Department could be required to issue clear gmdeh,ieluded.linsiness has a responsibility to provide for seli education, as well.
engmeermg, construction, insurance and hnance, conhl be n M growing marki .

nes and
lier advisory opinions on interpretation of the Act. The Com The professional business associatmns have given little attention to

Department conhl be directed to assist and encourage the format,merceQ expmt ednention for their members. Experienced iminstrial firms andmn of
xport. trade associations. U.S. exporters conhl be explicity permitted ("L = banks shoubt conduct p,rograms through their subsidiaries and cor-

to form consortia lo bid on major foreign projects abr<md, as their respondent banks to dehver exporting assistunee to firms outside the
fore $n competitors are permitted to do. major cities. I f relations between Government ami business were more

Unt Webb-Pomerene may im too weak a reed on which to rely cooperative, instend of adversarial, the Connneren Department, Ex-

ng compames able to orgamze the export,e United States needs trad-port-Import Bank,Trensury Department nnd Federal lleserve Unardchance for organizing U.S. exporters. Th
ing efforts of small and in- would inin with the business associations in fostering and conducting

xperienced U.S. firms, to conduct. marketmg on a glohni basis and n n ex poruxpansion drive.
ibsorb exchange rate fluctuat, ions, just ns Jnpanese und Korean trml-
ing cannpunies do. Anti 4 rnst law should le modilled ns necessary to rnov nu No errn:n:N'l* INcENTivlM roit it. .t l i. iN NovXfioN, ann

permit formntion of such Irnding companies. Informnl interpretniion Exroirrs

if nnti-trust inw will not suffice--most. firms will not. Inko even n snudl
isk of incurring criminni pennities, nor should thev. Grev anas in Tax incentives shouhi lm used to stimulate hinher lescis of resenrch
mil-trus,t. Inw noe minefiehls for the unwary; ciently demarented nmi develoinnent slum wouhl ollierwi-e occur in our "maluting"
soundaries nre nee led. economy, nnd Io enconrage prmineers to mal c ihe estia cifort re.piiied

l$xport t rnding companies should ho free to inarket prinnls nin! Fery- to enter foreign unti Lets. Tnx incentives inny ab o la Instiliiible in est.
ices nround the globo and their profits shonhl be eligible %r Inx de- nble U.S. producers to innteh Europenn innt .Inpanc>e competition in
ferral,ihnt is, not be insed until dist ributed in ihe United F.nles. Only Ihini count ry markets ns long as competing countries continuo to pro-
rith such freedom of manencee enn U.S. producers inke on the .Inps- vide -innificant In x incent ives to t heir ex porters.

ieso irnding companies and bidding consortin organimi by Europenn o a r.no i.. .r.g . . p e..n r...nn.n..a m..h u ana r...u n..'. ee. nos eu t c

.



> mm i ig y i ep et . i iraien a ui i a a o n i t. i .relief for certain tierronal incoine entneil aliroAl.1)l80 may not l>e n dmnia contain a section specilleally reviewi.ng de'eloP.me"'8 I" C"I"'"I
putticularly eflicient incentivo Imt exporters leelieve DISC is essential fonnation and research ami development, willi evalmit wn of Ilie export
to protitulile exporting. Removnl of DISC witimut providing a supe-

imfiliention of sucli develolunents.rior tax nitermitive coulil lenil to a large reduction in U.S. exports.
anil resetttrli intensivo ilitltid ries slintilil lie tjeknowleilgeil, ,U l'usines3es_

, .

u particular, tiie pivotal inopoiinuce of innornin e onia
Accontingly,1)lSC eliotilil lie relaittetl tuilil tutollier, anoro ellicient in X fax polietes
ilicimlive cit:11:e plit iillu elIect. and securities acgulations wisicli luise setlon, sly ulicoteil flio hths of ,

'I'Im ext >ot t lienelits of I)lSC eould l>e cxpninini in t wo ways. Smaller fonmition of new velittires llecil trennsiderniton, nuil nnrnlhC8 used
enttij unies liot eliterfly itirolveil iti ex[soltiing latit stiliplyisig parts anal in a iniinl,er of foicigli cotiillried to blimulate ||. A ll. rlioislil l'0 cemnponents useil in c. airls enn set tip DIS ('s to Fell to ilie expollilig itivedigtdell.

y
f*lirilPt. Ill lliitt Wily llitt hellt'lil8 t'illi ll'lel(lti dniyll |11 s|Ji:l]]tip [gjjjgg, |?oreMuuplo,.Wehil b|0HiChillllib . dll'!, iddNI"b.i hui\ N,rd CIll H

liso of IllSO lit lliis wily la perniissililo ist liiwiit, leiit Inis receiveil
(1eriunnp ailow iimnedinta write-olt of inenrrli relateil culntal n, iveab

i

'-

little encourageinent from flic Government. Small firm t imiy lie im- ments. 'lho West Gennnns also permit li. & I). renttire coininnues m
.

nwnre of tlus oppoilututy nial may also l>e aliscouraged ley flee requ; ire-
inent ilutt DISCS lee formally incorporated. The incorporntion inguise-

depreciato up to flireo times line original investinesit in Ilie ven'nio
ment seems a needless expense for & as to incur. la. fore ticing snbject io corporn to income ta xat ion.

Sec An investment tax credit for researcli ami develotonent estainl.i-
adilit,omt, tim money flowing into lSCs cinthl l>e recycleil in linance t ures on "inlanailsles" could stitimlate higher les els of it. & I). .\ notlier

ional expoits if it could im re-lent to other tirms or foreign Intr- _.g po#il,ility woill I,e to increase the exi . ting inveshnent t.nx civilit forchasers. The I?xtunt-Import Bank could use its reronrees in parallel
willi I)lSU fumls to umltiply the export pnneli of tlm I)lSC incentive. q capital expenditur(s Ilint are in.carcli-iciaint. .\iternative mcenhves

9, conhl involve acceleimd depreciation for capital ninijnnent cinlauly-DISC violates (I ATI' rules nml may come under fuit her pressme as 5% in'., new tecimology or capital willi iescarch ami development uses.a result of the unlesidies nule being drafted in the Tokyo Homul. If
]J.- jndustrial inndation is hampered by banicis to coope,rntive ic-DISC is barred, Congress should stmlv alternatives, including a value- search imposed by the government in IIm naine of ntnipelnion. Theadded tax with rebates for exports. The VAT system is widely usnl f7% extent. to whi . current antitinst rest rictions amt Juaice 1,kpaitmentubroml, is consistent with G ATT rules ami couhl lie used to fund a

Jiortnju of social secur,ty benefits. VAT is often criticized ns being Q policies inhibit imlnstry from collaborating to und<e oplunal use ofi
u. &. D. resources shonid bo reas .essed, hntent, it is tune tie movo

,

inflationary as well as regressive in impact ; however, these etfects coubt
be initigated if VAT were ndopted in conjunction with other tax CbN beyond tim traditional adversarial goveinna ul/indnMry reinhousinp

.

and examine ilm possible gains from cooperalise research institutes,changes. Mnny foreign countries luive adopted VAT systems within C fmnted lay lausine o und government, with university paiticipation.the Inist two sleeniles niiil ilicia expeiieiici: sliot
mine wlmt costs uml benefits VAT would enta,ild help ('origtess deter- Q gg iy n..wn y co9. radon Im., been sucerssful in b.isie ie eni~eli cliortsil for the United States.

Another alteinnove to DISC would be to defer taxation of expoit in t he past ; woik in a broader range of nica ., incin ling the desclop-
sales nbroad attributed to nn ex,lnirt sales subsidiary. At piesent th" nn ,9 og n,nnnercial tecimologies,.shonhlla esplored.
Umted States nitempts to restrict use of .such " tax haven" nrrange- Moro cifective connnerciahzation of c.siaing federal research wouhl
ments by reviuiring such income tp be n: tun ted as enrient enrnings. Th" aim lie lieneficial for exports. G reater imlnst ry intoh ement in t he sclee-_

U.S. pra,chce reduces a he export mcentive eifect of Ihe general deferral tion and management of government fmnini in ojects (ould help in .uio
of taxation on income carned ub, road, contrar,y to the practice of other din um n - ats are connuercially viable. Hestrictive agency patent
governi,nents. I n be most cliective, U.S., pphey should ennynrane th" pg;, es, , ,.t of interest rule 3 imd other impediments to innovators
formatwn und use of export sales subsalinnes by consortia of U.5,. workinby,n faleral contracts demand reconsideration.

o
I

transfer is no longer a one.way street. In an age u here two sho,nology
F na the Ifnited States umst awaken to the fact timt tech |I"'" '" .

.
ds ofbechon 911 of the Iniernal Revenue Act. provides,cxemph.on for

some forms of personal income and expenses by U.h. citizens working all research und development takes place ouh ide Ihe United Sintes, our
,

abro.nl. l'avorable tax t reatnu,nt is an in!pos tant export incei, dis e in gmngas g,,. ,ng p;m", gon.ign in.hmdogies and neientilie infunnationj

the engineering mnl construcimn mdusines, wluch m turn stunnlate y , ,gg gn py ,nyggg te. The United States has, irlatively, far fewer ;

additional,U.S. goods expos ts. I,he Ufect of becima 9,11 on U.S. ex- e m16 Min d Omn do Fmo >can ninMries, .lapan and tlm ,

{o reducedorts reciuires careful exannuatmn nul the tax incentive should not
U S SA nin on r, dm m Hvitiis of .S. s iem e nuncia no largely

I h d bi um miministration of scienco nuicements rather elnoi ilmrematu rely.
- -

Mi r f., - d d advnm i d h disih gia s Tlie linhs ha neen
in

Over ilm ong term,ilm most sigmficant way to pronjote expoirs is
to unprove 1 . m W M M m- rMig Mined me wed, win n dn y
and prmluch,J.S. indust rml emnlyetitiveness 1,>y eneouruging nun 3tah"" h>Md L i ,d vamdde. 'l 6 n is linle sens of the polennialgrowthvit

domest,. Ilm img3ortant cirenlan,ty of causnumy be-twein trado nm c industrin1 growth slumld lie more walely ,,,,.g g , gn,m encoung m und nei4ing U.S. lions hii l>tnin
fon- ii M hmdmies lhdaering du connoernd anan nem of :cirnce

.



cittl athiclics ill orMr lo innp, rove flie two,-way f ow o ce mo ogy a gg' g o y ,c,

italmnk ani$ust nf!'un! to
,

farrnore rormsing Elrittegies tlian trying to l,tiitt !!!0 otilflow of gg ;,npmts. Exrept in rare irislatices,i
snatch foreign credits to developing countries which combine conces-American ecimology. sional development support with export financing, to called "mixeili

ggn in udtlitioni, inuny developiing conillfies notild liko to pdr?Errawoino Exiorrr r NawetNo

The Ex > ort-In att 11ahk and the Commodity Credit Corporalion chu.'o knuts alul services front the U.S., but cannot meet the 11ank's ?
nonnn ernlit siniulards.

are the pr snary S. goventment inAlttitions pluviding finitncing for 'I o meet !!ns ilual cliullenge, Con.gresnlionfil antimrize.a new ila
,

juoprain to provido export finalicitig or su;es to tuh
I h ggi [

U.S. manufactured and ngr cultural comino(lity expotts respectively.
-

cuplht incoine helmv $1,000. Finanemg couhl he prova,lili.te:
g

i
_ ted on sanii

]Ioth face political as well as economic constraints on funds nant the
lilarketa |n Which th0E Can Opernto-conStrainla Unt luml by corre, ll.uik let'lity |InWeVel'1 the litik call d of cf hilPIl li'I'lilS IIS IleceWit1),,hL

i l i lioli
of F'""""? :"c?"> petition. An initial nut,liorizat on ani appaupt a

;a

'""' ch I"' Ijj " " j,
]Yx'inYa'nYi se i$rE[1 to <$ airfa$ro

-

"" 8" e"Pd"I Sh "hl I'" !"?"d"d I"r tin program.
neh year for;ts level of direct 1cnding.The Ollice obi iroptinfions Aet

I n an ,

.inngement und Iwnle Hinnicing M p a mit w H be assisted by elmnges incor-

ions for exp<a t h. N "M,d3 D'N" 'Budget has tended to regard Eximbank as a drain on the I'e<leral M "I

I".g"F of 10' h"I h"..'..ed i" t h" I"le"!o"I' &l t rpirat.
I""U"E""I

n"ncme I he l'edeiallanl et desP te the lhtnk'siTential rolein ex1>andin" U.S.ex myls andi n -- u
t _onhl promptly i.ene leded h$litiolis pfl.l*lDM lhe

.

'
-

t
ther#eby, proflis employinent and I?cdernlInx revenne.'l,im in deet pro-,A new Edgo piovismus into esteet, amt the cono,nence Depnitment to-

"trN' lh'"'v" I t"""
posed for fiscal, year limo would permit the Ennk to provide univ one- c

gedn r w,ith the t reasury Departinent ami the F eileral Reecrve Hoanithird of the direct lonns for U.S. exports expected to he requested froni p shouhl launch a gnogram,to educate U.S. husine3:es in the formatioathe Bank. Because linnk support is the determining factor in two- Jthinis of the export sales it, supports, and because the vahie of the and use of Eilgo corporations to finaneo expoiIs.
exports supported avernges twice the value of Ihe Hank's direct loans, C.
as much ns 10 to 15 bilhon dollars in U.S., exports inay be foimmo D ian- no i um m u nroms
due to the ceiling imposed on Exunhank activity ni fiscal year D80 by

Tim expmt inydications of the trade agreenn nts negotiated at Ge-OMH." Congress shoubl inerense Eximbank's direct loan antinirity .

geva gn,uld im reviewed thoroughly by ilm Congress. The Subcom-for lisent year 1980 to 12 bilhon dollars from tlm -t bilhon level ap- C mince on Inter national Finance will hohl hearings on the agreements
proved by OMII. Congress shouhl also review the lanir t ary ticat ment. Q later t hin em.of the lhmk to deternnne whether such trentinent .ccurately reflects

31any df the non-tariff barriers which thwnst U.S. esports will notAthe figcal unpact of llank activities. he removed automatically by adoption of the trade ngreements andExnnhank pohcies shouhl also be changed to increase the support .u.

can provide for U.S. exports. The Bank sho,uhl end its practice of re-
the accompanying codes of behavior. A continuing effort to compel

turnmg an annual dividend to the U.S. I reasury. No public pur- imph mentation of the codes will be required, and many disputes will
pose is served by shnilhng U.S. Government funds

niine which can only be resolved through hilateral negotiation. Con-
the other. Exnnhank need not perpetuate a fictm, from one necoupt togres shouhl give particular attention to the mechanisms for insple-nal financial md"-

menting the trade agreements and insuring eompliance with the codes.
'

penglence. All the Bank " profits" shouhl be added to Hank renerves hriculture is the sector which suffers mont from foreign non.turiff
avadahlo to meet possible default by foreign Inirchasers. hadiers and has the greatest long-term promize for U % expoitExunimnk shoubl also consider adoptig some of the export-

gn,wils. The United States Govermnent should increase its piemuresupport,mg progenms otrered by foreign ofheml, credit agencieu pi;r-
_

on foreign bovernments to admit U.S. agricuh ural products, if nee-formance bond guarantees, finnneing for prefensibility sindies and m- m y, by l king U.S. action on manufacturrd goods imports to for-
,

creased hical and foreign content finnneing. The Hank shonhl abamion e
eign net mns a treet ing U.S. agricult ural ex ports.its 5 nulhon dollar thresho,hl for direct credits and finnneial guaran-

tees,because the threslu hl himts access to the Unnk by small expoiters. Congiens shouhl re-examine agricultural poliev to con .ider replac-
Tim Bank should cons]uler p,ynt. export finnneing activities together ing a .svarm of price supports and set-asides which pgs fariners mit

et prices and cash payun nts which
to puiduce with a system of tur'"}s down foiul prices, and stimulateswith coun terpart inst it ut mns ui other exporting countl ics. ynn,w,ge, go,,d prdduction, hoh. h-

, Congress should ,mnke Exunbank nnd CCG support nvadable)cet to permdic review, to all countr,es with which it is U.S. puh,. sni ey to ngricultural e9 orts. ?! cat is the most ellicient menns for the United
encourago trade. Lnrge luf ential markets for U.S. g<>ods and services States to provide protein to the rest of the worhi. Ginin-fed meat

t

are heme conceded to foreign competitors 1icenuse Exn, nhank und CUC expons nould benetit f rom lower feed co. i.4 under a intget-prieos

cannot assist U.S. cximrt s to ertam countr,es. w em, umi so m,ubl U.S.consmners.C "dI'C"'P"'"'I"" "h""Id he nutinaized and di-i
'Ih" C"""""dI'J iIreted to terVe as II.h. ngeall lii grain Fules tu non ninihet centosnues.n, ire in io.it use, a-r n i.mt n aoune in i. .t y .ria wnni.i retookircunt 20 tinn..n dope.1.un..n ih.une in fut in rmnue. en.1400.000



The l'rekident's Nxecutivo rder m
"""rngnig envuoninental protection. ltegulnimns to gris without en.of mr.i3y U.S. eximrts inreatens to d.[uiring entitunniental reviews

I cii Tokyo Itound of trado ne i i l

door.s to a series of new ne otiations. k' got atus s final y conchnleil'
isemirago exit will bo timo for nnother. The Tok Ito' cul negotiations open tho issued punmant

on.-G ATT members have t to the executive order should be subject to careful pubhc scrutmy asnira.ters, too, wIil,ilI s1,iott i1 bo tacUed in mult. lateral negotiat.radei ions.
Special, trade fi,tellibition committeca may be needed to clent trnde provided in the Administrative Proceduro Act. Agencies should pur-

6

eninplutnfA nrising,nnder the roposed ernational efforts to encontrngo enviroitinesital protection to tho
incentives have a vital role bot i in helpm,GNf'l codes. U.S. export innxismun extent fensihlo rather than imposing uutlateral envitondn

g U.S. Industry and agri- Inental 1eriews. The President shonhl reviso las onler to authorizo'
culture to fulfill the promise of the M'IN pac,kuge, nml in insurmg II.S. Government review of the environinental effect in a foreign (
tliat other countries imep their part of the pionn% country of U.S. exports only upon the request of the foreign govern-Congress shouhl adopt a packa e of export-stunutating inen.,ines inent, amt to requiro consideration of foreign availability and the O

.

to accompany the trmle agreemen s. United States producers sh ul.1 reputation of the (J.S. as a su ) plier before proceeding with any envi- A9
he given inrixinnun encouragement to exploi
l'X1*eted to result frnin the reduct,on of tan,t the cyort oli[iorhui!!les lonn. >hinl review pursuant to t to order.

O
i ff und non tunti barners. T

,

INTEltNAT!oNAL FINANCE AND U.S. l'Al'ol:18IWDUCING U,8. UnVt;HNMt:NT Dh4NCIWTlHA 'lu IMNurDi _;

indnpelkk reliebs hi}} nVakk i}io bli ked Skiiibbonn d IO N
U, xporters itSHet t, that, the bigge6t, Incentive ihe United Sintes h,oy. y?sp

. . .

world is beyomk:dds of lim'iq economic gnawds thomgitout thethe scolm of this stmly,Imt not beyond the scope of1 'th
ermnent could nuv,de to exports would he to, reduce the many expmt .=i
restrictions am disinecutives it imposes.,U.b. exppriers face c2.p, ort CM g,;g ggg.onunith'a inkrest. Glotml institutions of linnnee nml trado

.

comt rols, unt i-ti nst, ant i-briber human rights, envinomnental n view
und other testn;ettons not, ince< y their competitors. Congress tuonld C h d us urgently as a U.S. esport iolicy. The liretton Woodso

, s bI i daim4 dm udd miss II.S.resist the impulse to restrict ex orts to countries wluise guterval or Q" lentiershi s tu develop a re >lacement.The worhl monetarv order shouhlexternal poh,cies do not meet l, .S. standards and objectives, rhen he expnm ed,ns well as stn ilized. In nddition, tim thiited States shouldn st,rict, ions would,piove inefft clave.
, g g g g g g gg; g g ,,;g g .,

th {l e ite I Q |nuldems of an intei; dependent, world und the economic developmentunil en 1 oits I tt t rt s t or i I e
on foreign governments through expart restrictions have generally O * P" W """ " ''"

Tinm ohjeentes ugertwine. Developing countries todny purchnse
-

heen unsuccessful." In many cases other countries have enptureil the CL, inoro of the thS. cnlutal gmx1s unm do Europe, Japan aml the 1,.nstexport husiness and it is questionnhle whether thS. foreign Indicy
ob ectives have been mlvanced. E"" ""inhnn d. I hese countries also represent our fastest growing

i "*P"rt markets. An increased co:mmtment to developinent assistanecCongress shouhl review the statutory and regulatory restrictions on and nternatmnal scientific and technological cooperat,ioni should beiU.S. exports to detennine whether such restnctions necomplish pur-
poses outweighing their economic cost. In many cases it may provo innde, not gut of a sense o,f shgStenn poHhent exgn diency, hnt with-
possihlo to design alternative approaches which ' serve U.S. moral and unwonvictmn thnt these directions unchnllennenbly advance the long-
fon ign policy conecrns without sacriticing market opport unities. A '""" """ nonne und poliheal interests of the t Tnited St ates. t he poten-

Onl .is <*nr, Imt the U.S. resi,mnse is not. M,e nmst net before thesoplace to hegin is with reCsion in 1079 of the Export Aihninistration
F"'nIS are preempted by pohcies too unrrowly conceived to serve unAct.
'" ""I"l"'" lent woi bl.1)cInys in export licensing decisions pursuant to the Act are n

sinol"nifiennt ennso of U.S. export loss. Exporters s!nmid be infonnedthe specific ren ,ons for heenso delays or rejections. licennse t LS.
licensing policy is often uncienr, foreign purelmsers come to regant
the II.S. ns nn unrelinide supplier. In urens of rnpidly espamling
technology. the contsol levels should ho revised more frnpiently. Too
often the Umumerce I)eparbnent responds to a rapiilly evolving sinte
of aho nit nromal Ihe worhl only when delnged by license applientions
n hich should not Intre been se<1nired in the first pince. If the 1heen-
tive degnu tun nts will not devise n more ellicient way to inovide essen-
tini inonitoring und control without excessivo disruption of II.S.
exporss. congress must.

The restrictions in IIm Trndo Act of 1971 and the lhport-hnport
linnh Act on granting nomliseriminatory trade trenhnent und ere,liis
to conuntmist countlics should be amemled to pennit expanded t rade

ao see bematurn on the tier ut I:rport errotHe anni t e *
'ummlure un ina nking. ibimilug sent Url,ain A fratre, o'onte nta for Fes re n Valleg eso pn en.ctober 30 ami 11, iDih.
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ADDITIONAL VIEW 0F $ENATOR KASSEllAUM , a
As I did riot participate in the hearings or study leading to the <S

'

either endorse its reconunendations or refrain from[1 pro
'iriate for lue topreparation of this report, I feel it would be ina

'

eniorsement. llow- O
ever 1 ilo note that tio irport contains suggestions which will re uiro en
committeo action and I certainly look forward to the challenge of Iind- ca
inus ways to improve American trade policy, particularly as it relates -

Ito the export of agricultural products.
(80)
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