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Mr. Mort Bauman
Executive Director
National Outerwear & Sportswear

Association, Inc.
One Pennsylvania Plaza
New York, N.Y. 10001

Dear Mr. Bauman:

This is to acknowledge receipt of your recent letter urging my support 
for a strong import quota on leather garments. I am aware of the 
serious problems facing your industry and shall give my sympathetic 
attention to your request.

Thank you for bringing this matter to my attention.

Sincerely,

DANIEL K. INOUYE
United States Senator

DKI:elp

March 10, 1980



NATIONAL OUTERWEAR & SPORTSWEAR ASSOCIATION, INC. 
TROUSER INSTITUTE OF AMERICA

ONE PENNSYLVANIA PLAZA ■ NEW YORK, N. Y. 10001 • 212 594-6647

March 3,1980
Chairman of the Board 
J.W. LIEBERMAN* 

Shipton Sportswear Co.
President 

MARTIN P. SMITH* 
Robert Lewis, Inc.

Vice Presidents 
NORMAN GROSSMAN* 

Congress Sportswear Co. 
Treasurer/Vice President 
JESSE SEIDENWURM* 
Target Menswear, Inc.

WILLIAM HOLMAN 
Lakeland Mfg. Co. 
Executive Director 

MORTON BAUMAN
Directors 

JERRY ASHER 
Asher Co.

ROBERT BAYER
Target Menswear, Inc.

RICHARD BREIER
Breier of Amsterdam, Inc.

LEE COHEN
Fox Knapp Mfg. Co.

J. A. DUBOW
Empire Clothing Mfg. Co.

RALPH EDWARDS
Ralph Edwards Sportswear, Inc.

ROBERT KLUFER*
Authentic Sportswear

& Imports, Inc. 
JEROME V. LAVIN 

Gordon & Ferguson, Inc. 
RICHARD LIEBERMAN 
Shipton Sportswear Co. 
LARRY MOUNGER, JR. 
Pacific Trail Sportswear 

SIDNEY SHUTZER 
Shutzer Mfg. Co. 

KAREN SILTON 
Silton Brothers, Inc. 
MICHAEL SPIEWAK 
I. Spiewak & Sons 

MARVIN WALTUCH 
Modern Jacket Co., Inc.

Past Presidents 
RICHARD S. BELL 
HAROLD I. BERK* 

MORTON COOPER* 
NOAH FINKELSTEIN* 

LESTER J. HANDELMAN 
J. C. HARRIS 

L. C. MOUNGER 
FRED SILTON 

GERALD SPIEWAK*

‘Executive Committee

The Honorable Daniel K. Inouye 
United States Senate 
Washington, D.C. 20510

Dear Senator Inouye:

The National Outerwear and Sportswear Association, together with other 
industry and union petitioners, has recently won two unanimous decisions from the 
International Trade Commission. The ITC found the domestic leather apparel 
industry is sustaining serious injury due to imports of these garments and recom
mended to President Carter that an import restraint program be imposed. The 
rapid erosion of this industry is destroying the economic base of communities 
throughout the country. Please help this important U.S. industry by contacting 
the United States Trade Representative, Ambassador Askew urging him to impose 
a 50% tariff program.

While the leather industry, union and associations are gratified by the 
unanimous ITC decisions, the three year program recommended by the ITC is not 
adequate to remedy the accelerating flood of imported men's and women's leather 
coats and jackets.

—Imports quadrupled from 1974 to 1978 and reached 
a 79% penetration into the U.S. market in 1979.

—Preliminary figures for 1979 show a 20% drop in 
domestic production of leather garments.

—The number of workers in this industry has 
declined almost 40% since 1974.

These statistics reflect the dire condition of the U.S. leather garment industry. 
Only strong Congressional support will cause the White House to impose meaningful 
relief. On behalf of the American leather garment industry, I urge you to write 
Ambassador Askew promptly.

With Best Regards,

MORT BAUMAN



February 25, 1980

Honorable Reubin Askew
United States Trade Representative
1800 G Street
Washington, D.C. 20506

Dear Mr. Ambassador:

You will shortly be reviewing a report submitted by the International 
Trade Commission relative to the eligibility of certain products for 
import under the Generalized System of Preferences.

On the list are three products of great interest to my State: fresh 
and prepared papaya, and cut flowers. Papaya and cut flowers are 
rapidly growing industries in Hawaii. It is an absolutely crucial fact 
to remember in reaching a recommendation to the President that Hawaii 
has few avenues for economic growth, and the cultivation of tropical 
products is of crucial importance to diversification of the State's 
economic base. Any unnecessary competition from foreign producers will 
deal a blow to efforts to strengthen our economy.

Between 1975 and 1980, the production of papaya should increase by 
approximately 50 percent. In 1980, approximately 40 million pounds, 
or 58 percent of total production, will be sent to the Mainland United 
States and 17 percent to foreign destinations. The Mainland market is 
thus absolutely vital to the continued viability of our papaya industry. 
The State of Hawaii, papaya industry, and United States Department of 
Agriculture have expended significant funds and time in developing a 
market for this fruit. Prospects for the industry would be damaged by 
making imported papayas duty free.

Likewise, the floriculture industry in Hawaii would be endangered by 
making cut flowers eligible for GSP. Of $7.2 million in 1978 sales, 
$5.8 million was shipped out-of-state. Thus, the industry is heavily 
dependent upon the national market. In addition to this export depend
ence, the industry faces other burdens, including extremely high labor 
and transportation costs.



Honorable Reubin Askew 
Page 2

Such imports would be directly competitive with products from Hawaii 
and hence ineligible under Section 501 of the Trade Act of 1974. I 
would therefore strongly urge you to recommend to the President that 
he not make eligible for GSP either papaya or cut flowers.

Sincerely,

DANIEL K. INOUYE
United States Senator

DKI:elp
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February 22, 1980

Mr. Ralph Edwards, President
Ralph Edwards Sportswear, Inc.
P.O. Box 340
Cape Girardeau, Missouri 63701

Dear Mr. Edwards:

This is to acknowledge receipt of your recent letter urging my support 
for greater import relief for the leather garment industry.

I appreciate having this information to examine. Please be assured 
that I shall give your request my sympathetic consideration.

Sincerely,

DANIEL K. INOUYE
United States Senator

DKI:elp



P.O. BOX 340 CAPE GIRARDEAU, MISSOURI 63701

PHONE: (314) 335-3395

TWX: REY CAPE (910) 761-2851

NEW YORK OFFICE

350 FIFTH AVENUE, SUITE 3902

NEW YORK, N.Y. 10019

212-563-1390

February 19, 1980

The Honorable Daniel K. Inouye
United States Senate
Washington, D.C. 20510

Dear Senator Inouye: co

The President is currently considering a unanimous 
recommendation by the International Trade Commission that 
duties on leather wearing apparel be substantially increased. 
As one of the petitioners in the case, I am writing to seek 
your help in influencing the White House to grant meaningful 
import relief.

The relief recommended by the ITC is inadequate to remedy 
the problems created by uncontrolled imports.

. The ITC chose not to cover leather pants, shorts, 
vests and ponchos. More than 10% of my firm 
concentrates on leather vest production. Without 
import relief my work force will be reduced and 
too many women and minorities will join the unemployed 
ranks in Missouri.

• The ITC stated that a 50% tariff rate would be 
insufficient for the devastated women's leather 
wearing apparel industry, however, the commission's 
final vote on remedy was a mere 25% added tariff.

• Over one-third of the industry's jobs were terminated 
between 1974 and 1977.

. Our leather garment apparel case represents one of 
the worst cases of import injury ever brought before 
the ITC. An excessive flood of imports has captured 
70% of the domestic market. Yet, the ITC recommended 
a pusillanimous three year program.

Unless President Carter grants a 50% five year program of 
import relief, the domestic leather garment industry may well 
cease to exist.

FINE OUTERWEAR FOR MEN AND BOYS



Ralph E. Edwards Sportswear, Inc. 
February 19, 1980
Page Two

I urge you to contact Ambassador Askew to express your 
support for the industry.

Thank you for all the help you can give the leather garment
industry.

With best regards,

Ralph Edwards
President



U.S. LEATHER WEARING APPAREL

FACT SHEET

The leather wearing apparel industry represented by the 
National Outerwear and Sportswear Association, The Amalgamated 
Clothing and Textile Workers Union, The International Ladies' 
Garments Workers Union, the United Food and Commercial Workers' 
Union and the Tanners' Council of America. Inc. recently 
petitioned the International Trade Commission (ITC) for import 
relief. In January 1980, the ITC voted in support of the 
industry. The White House has 60 days to respond to the ITC 
import relief recommendation.

THE LEATHER WEARING APPAREL PROCEEDING REPRESENTED ONE
OF THE MOST DRAMATIC CASES OF IMPORT INJURY EVER BROUGHT 
BEFORE THE ITC.

• Imports have captured over 70% of the domestic leather 
apparel market.

. Between 1974 and 1977 the leather garment industry 
work force declined by nearly one-third.

• The value of imports soared 143% between 1975 and 
1978.

• Preliminary 1979 figures indicate domestic production 
is down 20% from 1978.

THE ITC ACKNOWLEDGED THE SEVERE INJURY CAUSED TO THE 
LEATHER GARMENT INDUSTRY BY IMPORTS.

- The ITC unanimously found that the industry was seriously 
injured by imports.

- The ITC unanimously recommended that the White House 
grant import relief.

A HIGHER LEVEL OF IMPORT RESTRAINT THAN THAT RECOMMENDED 
BY THE ITC IS NECESSARY TO PROVIDE RELIEF TO ENABLE THE LEATHER 
GARMENT INDUSTRY TO REGAIN ITS COMPETITIVE HEALTH.

• The industry seeks a five year relief period.

. The leather wearing apparel manufacturers and unions 
seek a 50% increase in the tariff rate.

THE PRESIDENT MUST DECIDE UPON IMPORT RELIEF FOR THE 
LEATHER APPAREL INDUSTRY BY MID-MARCH. PLEASE WRITE 
PRESIDENT CARTER AND AMBASSADOR ASKEW. URGING THEM TO IMPOSE 
A 50%, FIVE YEAR PERIOD OF IMPORT RESTRAINTS.
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February 14, 1980

Mr. Morton Bauman
Executive Director
National Outerwear & Sportswear

Association, Inc.
1 Pennsylvania Plaza
New York, N.Y. 10001

Dear Mr. Bauman:

This is to acknowledge receipt of your recent telegram regarding import 
relief for leather apparel.

I shall look into this situation to determine what action should be 
taken. Thank you for bringing this matter to my attention.

Sincerely,

DANIEL K. INOUYE
United States Senator

DKI:elp
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THE HON DANIEL K INOUYE (D-HI)
U.S. SENATE
WASH DC 20510

LEATHER APPAREL INDUSTRY TO Seek Stronger Import Relief

New YORK. N.Y., JANUARY - THE INTERNATIONAL TRADE COMMISSION MADE 
TWO UNANIMOUS DECISIONS LAST WEEK CONCERNING THE PETITION FOR IMPORT 
RELIEF BROUGHT BY THE AMERICAN LEATHER APPAREL INDUSTRY UNDER 
SECTION 201 OF THE TRADE ACT.

IN THE FIRST DECISION THE ITC FOUND THAT LEATHER APPaREL IMPORTS
WERE SERIOUSLY INJURING U.S, MANUFACTURERS AND WORKERS,

THE SECOND DECISION RECOMMENDED A THREE-YEAR, TARIFF INCREASE ON 
ALL MEN'S AND WOMEN'S LEATHER COATS AND JACKETS VALUED AT $150 AND 
UNDER AT THE FOREIGN PORT.

BOTH DECISIONS WERE UNANIMOUS, A RARE OCCURRENCE IN SO-CALLED 
"ESCAPE CLAUSE" CASES.

OFFICIALS OF THE NATIONAL OUTERWEAR & SPORTSWEAR ASSOCIATION, 
SPEAKING FOR THE COALITION OF ASSOCIATIONS AND UNIONS THAT FILED 
THE PETITION, ANNOUNCED TODAY THAT WHILE THEY ARE GRATIFIED THE 
ITC FOUND THE DOMESTIC INDUSTRY WAS BEING SERIOUSLY INJURED, THEY 
DO NOT BELIEVE THE IMPORT RELIEF RECOMMENDED IS CONSISTENT WITH

THE DEGREE OF INJURY FOUND OR SUFFICIENT TO REMEDY THE DIRE 
SITUATION THE LEATHER GARMENT INDUSTRY IS IN AFTER 5 YEARS OF 
CONTINUOUSLY RISING IMPORTS,

THE FIVE PETITIONERS, REPRESENTING WORKERS AND FIRMS IN THE 
INDUSTRY, WILL NOW MAKE A STRENUOUS EFFORT TO OBTAIN A STRONGER 
REMEDY FROM THE EXECUTIVE BRANCH.

THE ORIGINAL PETITION IN THIS CASE WAS FILED ON JULY 24, 1979 BY 
TWO ASSOCIATIONS AND THREE LABOR UNIONS: THE NATIONAL OUTERWEAR 
& SPORTSWEAR ASSOCIATION, THE AMALGAMATED CLOTHING AND TEXTILE 
WORKERS UNION, THE INTERNATIONAL LADIES GARMENT WORKERS UNION, 
THE UNITED FOOD AND COMMERCIAL WORKERS INTERNATIONAL UNION, THE 
TANNERS' COUNCIL,

ACCORDING TO THE ITC DECISION THER TARIFF ON LEATHER COATS AND
TO REPLY BY MAILGRAM, SEE REVERSE SIDE FOR WESTERN UNION'S TOLL - FREE PHONE NUMBERS



JACKETS WOULD TOTAL 31% THE FIRST YEAR 26X THE SECOND YEAR, 21% 
THE THIRD YEAR. THE CURRENT TARIFF ON LEATHER GARMENT IMPORTS IS 
6%,

THE AMERICAN LEATHER APPAREL INDUSTRY HAS REQUESTED A 50% TARIFF 
INCREASE OVER A. FIVE YEAR PERIOD WITH NO SEALING DOWN TO APPLY TO 
ALL LEATHER APPAREL WITHOUT REGARD TO PRICE.

UNION AND MANAGEMENT REPRESENTATIVES WILL BE CONTACTING YOUR 
OFFICES TO OBTAIN SUPPORT FOR THE LEATHER GARMENT INDUSTRY. WE 
URGE YOU TO CONTACT AMBASSADOR ASKEW REQUESTING TRULY MEANINGFUL 
RELIEF FOR OUR INDUSTRY.

MORTON BAUMAN
EXECUTIVE DIRECTOR
NATIONAL OUTERWEAR & SPORTSWEAR

ASSOCIATION, INC, 

9002
22:46 EST

MGMCOMP MGM
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Mr. Harvey Rule
World-Wide Expo U.S.S., Inc.
500 Fifth Avenue
Suite 510
New York, N.Y. 10036

Dear Mr. Rule:

This is to acknowledge receipt of your recent letter regarding a cruise 
shipsto sell American manufactured products.

You are probably aware of a similar project which was recently undertaken 
by the Commerce Department in Japan. A chartered ship was fitted to sail 
the coastal areas of Japan, and it is my understanding that it was quite 
successful.

I agree with you that the United States must extend much higher priority 
to export promotion. May I suggest that you immediately contact the 
Department of Commerce about a project under private auspices.

Thank you for advising me of your plans. I wish you the best of luck 1n 
this venture.

Sincerely,

DANIEL K. INOUYE
United States Senator

DKI:elp

February 20. 1980



PROPOSAL

Senator Daniel K. Inouye
105 Russell Building
Washington, D.C. 20510

Dear Senator Inouye:

We are planning to run a cruise ship to the far east to sell American 
manufactured goods.

The ship is built similar to a regular cruise ship, except two decks have 
been converted to an exhibition hall similar to that seen in the New York 
Coliseum.

The type of exhibitors on board would include: Farm Machinery
Chemical
Banking....Oil Drilling Equip. 
Medical....Food
Home Building
Industrial Manufacturing 

and other companies whose products could be exported to underdeveloped 
nations.

The ports of call are to be Kobe, Japan - Pusan, Korea - Shanghai, China - 
Hong Kong - Manila, Phillipines - Djakarta, Indonesia, Singapore.

Also, if the political climate changes the Arab countries would be a good 
prospect.

There currently is a Dutch company with whom we are affiliated with, who 
is using this idea to sell Dutch made products to the Arab countries.

I would appreciate a meeting to talk this over with you.

Sincerely,

HK:cd
enc.

P.S. Enclosed is a rough sample of what our offering would be. A super 8 
sound film is also available of the previous cruise. If you would like to 
view it please advise me.



WORLD-WIDE EXPO U.S.A., INC.
500 Fifth Avenue • Suite 510 • New York, New York 10036 
(212) 244-7858 Telex 420659

PROPOSAL

MADE IN THE U. .S. A.

Exhibition held on board the M/V WORLD WIDE EXPO.

Total exhibition area: 45,000 sq. ft. gross - 27,000 sq. ft. net.

FAR EAST MIDDLE EAST
Kobe 3 exhibition days Kuwait 2 days

Pusan 2 exhibition days Damman 1 day

Shanghai 4 exhibition days Bahrain 2 days

Hong Kong 3 exhibition days Doha 1 day

Manila 2 exhibition days Abu Dhabi 2 days

Djakarta 2 exhibition days Daubai 2 days

Singapore 3 exhibition days Muscat 2 days

Jeddah 3 days

Bombay India 4 days

TOTAL 19 exhibition days 19 exhibition days

Size of all inclusive unit: 108 sq. ft. net.

Total Capacity: 25 0 all-inclusive units of about 108 sq. ft. each.

Transportation: Transportation of exhibits from Los Angeles to Los Angeles 
(with a maximum weight allowance of 2 ,2 00 pounds per unit - 
see applicable supplements for heavier exhibits).

Equipment: Built wood floor - partitioned walls (painted), carpets, lighting,
signboards, standard furniture (4 chairs, 1 table, 2 ashtrays), 
air ventilation (individually controlled), electricity and water.

Services: Unpacking, mounting, dismantling, packing of exhibits, daily
clean-up and security arrangements.

Transportation
of Exhibitors: Two plane tickets, economy class tickets from hometown to 

Tokyo and from Singapore back to hometown (Continental U.S.A.).

Motor coach transportation from Tokyo Airport (Narita) to Kobe 
pier and from pier in Singapore to Airport.

One double cabin with private shower and toilet for double 
occupancy. First 140 registrants will receive outside cabin 
accomodations. The next 110 exhibitors will receive inside

-1- 1/80 Rev 2



PROPOSAL

cabin accomodations. All cabins are equipped with wall-to- 
wall carpeting, moderate closet area and a safety lock.

Meals: All meals, consisting of American breakfast, lunch, dinner 
and midnight snacks.

Communication: Use of Expo facilities aboard such as Contax and Maritex.

Publicity: Participation in publicity campaign ($750,000).

Insurance: Complete Force Majeure Insurance.

FACILITIES

Restaurants: Exhibitors private restaurant (250 seats).

Visitors a la carte restaurant (300 seats).

First class international food and wine service.

Two bars and lounge service.

Receptions: Main receiption hall (500 persons).

4 conference/reception rooms (12, 46, 91 and 94 seats).

Theatre - 60 seats.

Secretarial
Service: Fully equipped Secretariat including typewriter, office printing, 

satellite telex and telephone service.

PRICES

All inclusive unit of 120 square feet $29,950.00 - per individual cruise 
if both cruises taken.

$49,950.00 - per individual cruise.

-2- 1/80 Rev 2
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February 5, 1980

Mr. L. N. Spencer
Executive Vice President
Morri son-Knudsen Company, Inc.
One Morri son-Knudsen Plaza
P.O. Box 7808
Boise, Idaho 83729

Dear Mr. Spencer:

I would like to thank you for your candid and thoughtful letter regard
ing the problems confronting the U.S. engineering-construction industry.

First, I would like to assure you that your concerns are being addressed, 
albeit in a manner that may be slower than they should be. The Senate 
Export Caucus, of which I am a member, now has approximately 63 members. 
It has been suggested that we take action as a body to support legisla
tion to amend Section 911, and it is certain that there will be legis
lation to this effect if the Congress considers a tax bill in this Ses
sion. Even if the Caucus does not act as a body, however, there are 
many individual Senators, including myself, who are considering the in
troduction of legislation to liberalize the Foreign Earned Income Act.

The significance of service industries is being increasingly recognized 
within the Federal government. It is my hope soon to introduce legisla
tion which would give the service sector an enlarged role in the activi
ties of the Department of Commerce and direct the Department to increase 
promotional programs for services. As you undoubtedly are aware, the 
Trade Policy Committee has established a private sector advisory committee 
basedrvice sector trade problems, and resources within the Department of 
Commerce devoted to the service sector will be increased.

As Chairman of the Senate Appropriations Subcommittee on Foreign Opera
tions, I have made it my policy to encourage the Export-Import Bank to 
be competitive in export financing. The importance of financing is recog
nized by the Congress, and I expect the Congress to continue supporting 
efforts to make export financing facilities more liberal and competitive.

There can be little doubt that for the last decade the United States 
Government has not been sufficiently responsive to the problems which 
American firms encountered abroad. I can recall that, as Chairman of 
the Subcommittee on Foreign Commerce and Tourism, the Executive resisted 
more intensive export promotion efforts. I believe that this complacency



Mr. L. N. Spencer
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has ended.

The points you make in your correspondence are well-taken. A partner
ship between the Federal government, the business community and labor 
to make the United States more competitive could help alleviate the 
problems you have identified. I am grateful for having the benefit of 
your views on these issues.

Sincerely,

DANIEL K. INOUYE
United States Senator

DKI:elp



CONTRACTORS
ENGINEERS
DEVELOPERS

MORRISON-KNUDSEN COMPANY, INC.

EXECUTIVE OFFICE
ONE MORRISON-KNUDSEN PLAZA / P.O. BOX 7808 / BOISE, IDAHO 83729 / U.S.A. 
TELEX:368439
PHONE: (208) 345-5000

L. N. Spencer
EXECUTIVE VICE PRESIDENT

January 28, 1980

The Honorable Daniel K. Inouye 
United States Senate
105 Russell Senate Office Building 
Washington, D.C. 20510

Dear Senator Inouye:

The intractable competitive disadvantage of the U.S. construction industry in 
the world construction market is a matter of grave concern. United States-based 
contractors have for years been one of the keystones in promoting U.S. foreign 
trade and maintaining U.S. influence in many parts of the world. A combination 
of factors beyond the control of our industry has had a drastic impact on our 
competitiveness which has resulted in an alarming decline in our share of the 
world market. This situation is not good for the United States, nor for U.S. 
industry, nor for U.S. based international contractors.

Briefly, some of the factors which have caused the recent decline in U.S. share 
of overseas business are:

1. Increasing worldwide political turmoil.

2. Worldwide economic dislocation with rampant unpredictable 
double digit inflation.

3. Nationalistic trends being pressed by many nations.

4. Governments' actions in foreign industrialized nations to 
promote exports in order to pay the increased costs of energy 
imports.

5. Laws and regulations enacted by the U.S. Congress which 
severely restrict and constrain the U.S. export business.



MORRISON-KNUDSEN COMPANY, INC.

Morrison-Knudsen Company, Inc. (MK), a major U.S.-based engineering and con
struction organization, serves as a representative example of how the industry 
has been affected by the combination of these factors. MK is not a newcomer to 
the international construction market. The company was founded in Boise, Idaho 
in 1912 and grew into a prominent engineering and heavy construction 
organization with the expertise to oversee the construction of Hoover Dam in 
the 1930's. In the early 1940's it first ventured outside the U.S.A. During 
the ensuing forty years MK has carried out a wide range of construction and 
development projects in over 70 countries in all regions of the world. A large 
number of the world's people have benefitted from the numerous projects 
performed by MK over the years. Many citizens of the nations where we have 
worked have been trained in skills which provided them with productive careers 
in addition to basic livelihoods. The economics and standard of living in the 
nations where we have operated have been improved as a result of the civil 
works we provided in the areas of transportation, agriculture, energy, indus
trial and resource development. Additionally, and of great importance to the 
U.S.A., wherever we work, American equipment, materials and goods are generally 
utilized, thus directly benefitting the U.S. economy. Continuous overseas 
activity for over forty years testifies to our innovative ability and high 
degree of flexibility to cope with the ever-changing political and economic 
circumstances which continually affect the world business environment. 
Normally we would have been able to institute the necessary changes to cope 
with the first three factors listed above if we were allowed free rein to do so. 
However, the latter two factors refer to conditions which we simply cannot 
overcome. That is,

a) the governments where many of our competitors are based have 
provided incentives and support programs to promote export business. 
This has created the situation where we are in essence competing 
against foreign governments rather than foreign contractors. This 
alone has aided our foreign competition in taking a larger share of 
the world markets; and,

b) While our foreign competitors have been receiving incentives
and significant support to encourage their export efforts the U.S. 
government has been legislating disincentives and instituted regula
tions which curb the ability of U.S. companies to operate overseas or 
to remain competitive.

The consequence has been a sharp drop in new international contract starts, 
forcing significant retrenchment on our part.

The attached reprint from the 29 November 1979 issue of Engineering News- 
Record is drawn to your attention because it succinctly summarizes the reasons 
for our decline in competitiveness. Although the article is directed prin
cipally to the Mideast, the content is reliable in relation to business in
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the other regions of the world as well. I particularly draw your attention to 
the table set forth on page four of the reprint. This chart depicts the 
disincentives and incentives currently affecting contractors from a number of 
countries including the United States. I believe this comparison clearly 
demonstrates the major reasons for our current lack of competitiveness.

In my opinion, the key to improvement in the competitive position of U.S. 
business abroad generally and our industry specifically is legislative action 
to remove the disincentives and to provide the support programs equivalent to 
what our foreign competitors receive. I solicit your active support in 
bringing about the legislative changes required. The urgency of such action is 
paramount if the U.S. construction industry is to continue to function in the 
world marketplace.

If you desire elaboration or clarification on the specific measures which need 
to be taken to alleviate the problems facing the U.S. construction industry, I 
stand ready to communicate with you further.

Sincerely,

attachment
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January 24, 1980

Mr. Mike M. Masaoka
Suite 520, The Farragut Building
900 17th Street, N.W.
Washington, D.C. 20006

Dear Mike:

This is to acknowledge receipt of your recent letter in behalf of Jiro 
Murase.

I shall be pleased to express my support for him to Governor Askew.
His background is most impressive, and I know that he will distinguish 
himself as a member of the Council.

As soon as I have further information about his candidacy, I shall 
notify you immediately.

Aloha,

DANIEL K. INOUYE
United States Senator

DKI:elp



SUITE 520, THE FARRAGUT BUILDING

900 SEVENTEENTH STREET, NORTHWEST

WASHINGTON, D. C. 20006

TELEPHONE (202) 296-4484

January 18, 1980

The Honorable Daniel K. Inouye
United States Senator from Hawaii
105 Russell Senate Office Building 
Washington, D. C. 20510

Dear Senator Inouye:

Since Japan is such an important ally in terms of trade and commerce 
with the United States, may we urge that an American of Japanese ancestry be 
named to be a member of the President's Advisory Council to the Special Trade 
Representative.

And, in this context, may we urge the appointment of Jiro Murase, of 
New York City, who is probably more qualified by actual experience, back
ground, and contacts than most to serve American interests in this capacity. 
Our judgment is based on some 50 years of activity promoting United States- 
Japan relations and some 40 years in the specific area of Japanese American 
trade.

Americans of Japanese ancestry involved in such matters, including 
the National Japanese American Citizens League, with its 109 chapters in 32 
states, join with me in urging that you use your offices with the President 
of the United States to secure an appointment for Mr. Murase.

Born in New York City May 16, 1928, he attended high school in Ashiya, 
Japan, before graduating from the College of the City of New York in 1955. 
He earned a J.D. degree in 1958 from the Georgetown University Law School 
here in Washington, D.C. While at Law School, he was President of the 
Keigwin Law Club.

At present, he is a senior partner in the New York law firm Wender, 
Murase & White, at 400 Park Avenue, with affiliated offices in Washington, 
D.C., Tokyo, Caracas, Sao Paulo, Montreal, Toronto, London, Paris, Brussels, 
Mexico City, and Dusseldorf. Although he is considered a specialist in 
trade laws in both Japan and the United States, he includes among some 200 
clients many Europeans, South Americans, and other Asians.
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Highly regarded especially in both Tokyo and Washington, from personal 
knowledge we know that he has used his influence to promote fair and freer 
trade between Japan and the United States. We feel very strongly that his 
unique and personal experiences in encouraging a fairer and freer world 
trading system qualify him as outstanding for this appointment to the Advi
sory Council.

A member of many professional and non-professional organizations, he 
is also a civic leader of note, active in state and national politics, and 
internationally-minded though thoroughly an American "firster" in his loyal
ties and his concerns.

His appointment to the President’s Advisory Council to the Special 
Trade Representative would reflect great credit, we believe, not only to 
the Administration and the United States but also to the legal profession 
and its current emphasis on international law and trade.

Whatever you can do to help promote this appointment would be person
ally appreciated very much

MMM:mt
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January 17, 1980

Mr. Bill Nylen
P.O. Box 2958
Honolulu, Hawaii 96802

Dear Mr. Nylen:

Thank you for your recent communication concerning U.S. 
automotive import policy.

I share your concern over this problem. As a member of 
the Senate Commerce Committee, I am interested in improving 
America’s ability to compete with foreign manufacturers 
and believe that government policy should be reviewed if 
American automobile manufacturers care to compete with 
foreign car manufacturers. However, I find it distressing 
that foreign car manufacturers are able to meet all the 
American standards for pollution control and fuel effi
ciency from factories thousands of miles away and still 
compete effectively in the American market. Our industrial 
policy needs to be reevaluated.

I appreciate your concern over this matter and thank you 
for sharing your opinions with me.

Aloha,

DANIEL K. INOUYE
United States Senator

DKI:vqbf
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Thomas M. Rees, Esq.
Attorney at Law, P.C.
1101 Connecticut Avenue, N.W.
Washington, D.C. 20036

Dear Mr. Rees:

This is to acknowledge receipt of your recent letter 
and enclosure regarding options to stimulate small 
business involvement in exports.

I agree with many of your recommendations and hope that 
the Conference will give them serious attention. Although 
large firms are our most important exporters, small 
businesses in other countries receive the support from 
their governments and can often become major exporters 
because of their innovation and flexibility.

I have long advocated a strong export promotion policy 
as a member of the Commerce Committee and have shared 
your views about the need for an active American effort 
in this area. I am the other members of the Export 
Caucus look forward to cooperating with the private 
sector in developing a sound, coherent approach to the 
serious merchandise deficit problem.

Aloha,

DANIEL K. INOUYE
United States Senator

DKI:jmpl



THOMAS M. REES
ATTORNEY AT LAW, P. C.

HOI CONNECTICUT AVENUE, N. W.

WASHINGTON, D. C. 20036

The Honorable Daniel K. Inouye
United States Senate
105 Russell Senate Office Building 
Washington, D. C. 20510

Dear Senator Inouye:

Last March I was appointed Chairman of the Task Force on 
Small Business and International Trade, which is one of eight 
task forces created to develop Option Papers for consideration 
at President Carter's White House Conference on Small Business 
this coming January.

The task force is composed primarily of small businessmen 
who actively participate in foreign trade and are familiar with 
the many problems in this complex field. We met over a five 
month period, and in the process produced an Option Paper out
lining proposals we believe will encourage the small businessman 
to seek out the export markets. We are recommending incentives 
which we hope will place the United States businessman in a 
competitive position equal with his foreign counterpart.

I served as a member of the House from 1965 to 1977, and 
Chaired the Banking Subcommittee on International Trade, Investment 
and Monetary Policy. Prior to that time, I was president of my 
own export company.

Because of your membership in the Senate Export Caucus, I 
know that you will be interested in the Options our task force 
recommended. I would hope that many of these Options might find 
their way into a comprehensive program for export promotion and 
simplification.

I am enclosing a copy of our Option Paper. If you have 
comments or wish additional information, please contact me or 
the individual members of our task force.

Thomas M. Rees

TMR:rlc 
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PREFACE

This paper is one of a series prepared for the White 
House Conference on Small Business. Along with others, it 
reflects major issues raised by over 35,000 small business 
owners who attended 57 field conferences, held in every 
state. A special task force of business men and women 
reviewed these issues, and have suggested a number of 
options that might enhance the interests of small business 
in each issue area.

Nothing in these papers should be considered 
recommendations by the Conference Staff, the White House, or 
any federal agency. Rather, the commentary, options and 
discussion are intended to identify for the Delegates to the 
Conference the major issues and suggestions that emerged 
from the field meetings and task force deliberations, and to 
provide a framework for discussion at the ten delegate 
regional caucuses to be held in October and November, 1979. 
Delegates attending these caucuses will help fashion the 
final issue agenda for the national meeting in Washington, 
January 14-17, 1980.

The Conference wishes to express great appreciation to 
the following members of the Task Force on International Trade, 
who gave unsparingly of their time and resources to this 
project.

Chair;

Commissioner:

Members:

Thomas M.Rees
Washington, D.C.

Tom Chan
Chicago, Illinois

J. Hallam Dawson
San Francisco, California

Charles B. Dorf 
New York, New York

Stanley Epstein
N. Hollywood, California

Marshall Frankel
Skokie, Illinois

Edward Gaffney
Waukesha, Wisconsin



INTRODUCTION

The U.S. trade figures for 1978 revealed a deficit of 
nearly $28.5 billion. Although the United States continues 
to be the world's largest exporter with over $143.6 billion 
in exports last year, this figure represents less than 7% of 
its GNP, the lowest percentage of any industrial nation 
(Japan - 12%; Germany - 23%).

Exporting has never really been a high priority in this 
country. The domestic market was large enough to satisfy 
the expansionist desires of the numerous growing industries 
during the 19th century. Raw materials were plentiful and 
what surpluses were generated were absorbed by other coun
tries .

It was not until after World War II that the United 
States expanded its export sector for the primary purpose of 
utilizing the excess industrial capacity which was developed 
during the war. The U.S. share in world trade rose to 20% 
by 1951.

The large trade deficits the United States has experi
enced in recent years have weakened the value of the dollar, 
intensified inflationary pressures in our own economy, and 
heightened instability in the world economy. These trade 
deficits have been caused by a number of factors. A major 
cause has been our excessive reliance on imported oil. 
Another factor is that the United States economy has been 
growing at a stronger pace in recent years than the econo
mies of our major trading partners. That has enabled us to 
purchase relatively more foreign goods while our trading 
partners have not been able to buy as much of our exports.

The relatively slow growth of American exports has also 
been an important factor in our trade deficit problem. Over 
the past 20 years, our exports have grown at only half the 
rate of other industrial nations and the United States has 
been losing its share of world markets.

At the present time, 1980 may be the year that the 
U.S. trade picture could take a turn for the better. Signi
ficant long range planning that includes greater participa
tion by small business in exports could hold the key for a 
more stable and productive economy.
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export involvement may simply be attributed to indifference 
or ignorance of existing potential markets abroad. Coupled 
with these situations is the ignorance of international 
trade mechanisms and procedures. In other cases, despite 
price attractiveness, competitive terms, and better quality 
products, the needs of foreign businesses and governments 
often exceed the small concern's capacity to manufacture, 
produce, deliver and service. Although an obvious solution 
to this problem would be to expand its capacity, because of 
their small size, these concerns may not have access to the 
long-term debt and equity funds that are needed to finance 
business expansion.

Going a step further, those companies that do possess 
the know-how, do have the capacity to expand, and can 
export, are often faced with additional disincentives and 
uncertainties that tend to restrict the flow of goods and 
services abroad.

Some of these disincentives, often politically imposed, 
include export controls, restrictions on trade with Commu
nist Countries, Environmental restrictions, Anti-Boycott 
Statutes and Regulations, Human Rights restrictions, Health 
and Safety Export restrictions, Cargo Preference laws, and 
such recently imposed codes of conduct under the Foreign 
Corrupt Practices Act.

Current Initiatives

It has only been within the last five years that there 
has been an interest in promoting exports. The first step 
to formulate a comprehensive program to stimulate U.S. 
exports was announced by President Carter on September 26, 
1978 .

The Administration's program focused on three areas of 
export policy:

1. increased direct assistance to U.S. 
exporters;

2. reduction of domestic U.S. barriers to 
exports; and,

3. reduction of foreign barriers to U.S. exports.

The third measure has resulted in a newly negotiated 
and approved Multilateral Trade Agreement. Many of the 
provisions of the treaty could provide a potential boon for 
small exporters, given greater federal support in success
fully reaching foreign markets.
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ments of Commerce, State, and Agriculture. While many crit-
ics maintain that large exporters have been primary bene
ficiaries of Federal Government assistance, the agencies 
involved deny this.

Several initiatives were announced to help solve the 
problem of Federal Government imposed disincentives to 
exports. The President directed the Departments of 
Commerce, State, Defense and Agriculture to take export 
consequences fully into account when considering the use of 
export controls for foreign policy purposes. Secondly, he 
directed the Justice Department to give guidance to business
men who were uncertain about the application of the Foreign 
Corrupt Practices Act or the antitrust laws. Finally, he 
issued new guidelines on the applicability of the National 
Environmental Policy Act, which would require abbreviated 
environmental review only for exports of nuclear reactors, 
financing of exports which might create serious public 
health risks, and certain federal actions which might have a 
significant adverse effect on the environment of foreign 
countries or on national resources of global importance.

Reaction to federal support programs suggests only 
limited success. Frequent complaints about inadequate 
response and a poor delivery system by the Departments of 
Commerce and State have spurred the growth of State export 
promotion offices both domestically and abroad to function 
as a complement to the federal domestic services and commer
cial officers abroad.

It should be noted that due to Commerce's poor delivery 
system and penetration of the small business community, yet 
basically sound programs, many, if not all, of the state 
operations tap into the federal government's information 
banks and then, in turn, provide a delivery system neces
sary for greater access by small and medium sized business. 
However, neither of these delivery systems provides timely 
information access, as should be available through the new 
Worldwide Information and Trade System (WITS) computer sys
tem, one part of the President's "National Export Policy."

In March 1978 four federal agencies launched a concert
ed attempt to educate small business on the programs, servi
ces, and opportunities available in international trade. 
The Department of Commerce, the Small Business 
Administration, the U. S. Export-Import Bank, and the Over
seas Private Investment Corporation joined forces in 
presenting over 46 field conferences specifically directed 
towards the small business community. These conferences 
have been attended by an estimated 11,000 potential 
exporters. Representatives from these agencies spend the



-7-

"Reevaluate our legislation on all restrictions 
which restrain the small business person from 
entering international trade."

"Evaluate anti-trust laws to allow small busi
ness to form trading groups."

"Promote awareness of U. S. programs for small 
business in international trade."

"Establish regional small business interna
tional trade groups."

"Domestic International Sales Corporations 
(DISC) should be explained and promoted to all 
small business."

These ideas and others have focused on three major 
areas of concern:

I. the need for education of small business on 
opportunities abroad and available programs 
and services. The business potential in over
seas markets is a mystery to small business 
and the tools necessary for tapping those 
resources are unknown;

II. the need for available lines credit at compe
titive interest rates and capital for corpo
rate expansion to support increased foreign 
trade; and,

III. the need for effective trade mechanisms for 
substantial small business participation in 
foreign markets. A small manufacturer cannot 
compete with the large trading companies or 
aggressive foreign country export support 
programs.

The following paper provides various options, presented 
for consideration, as means of resolving some of these omis
sions in federal export policy for small business.

These ideas have been presented by local business 
owners, reviewed by international trade experts, and refined 
for further consideration. These initiatives hopefully 
address changes in federal government program focus, legis
lated disincentives to trade, and the use of tax policy as 
an incentive to increase exports.

Enactment of many of these proposals could, conserva
tively, double small business participation in international 
trade within the first two years. In the MASSPORT program 
alone, 25 companies generated $2.2M in trade in their first
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OPTIONS

EDUCATION AND EXPORT PROMOTION

The options in this section attempt to redress the many 
problems of information access and dissemination by the fed
eral government export promotion apparatus.

All too often the federal government responds to the 
needs of the small business community, but fails to ade
quately inform its constitutents of available counseling 
programs, services, or other forms of support.

Part of the problem has been generated by the frag
mented federal structure that is responsible for adminis
tering the foreign trade functions. Currently responsi
bilities lie in: Office of the Special Trade Representa
tive, the Departments of State, Commerce, Treasury, the 
Small Business Administration, the Export-Import Bank, the 
Overseas Private Investment Corporation, the International 
Trade Commission, the Commodity Credit Corporation, the 
U.S. Department of Agriculture, the Office of Management and 
Budget, and Export Control Committees. The political reali
ties of reorganization will probably hinder the creation of 
a separate department which would have exclusive jurisdic
tion over the area of small business and export trade.

The Department of Commerce has traditionally been the 
lead agency in the field of international trade. It has 
offices located in all major regions in the country and 
logically should be the agency which would coordinate such 
recommended programs as the local One Stop Services as 
well as administer a grant program to support state and 
regional export stimulation programs.

The Export Import Bank is structured within the 
Department,of Treasury and is located in Washington, D.C. 
It has no regional offices. Its major functions are to 
provide for financing and loan guarantees for American 
exports. Related to the bank are two additional: the 
Overseas Private Investment Corporation (OPIC) which 
organizationally is structured under the Federal AID agency, 
which insures against foreign expropriation, and the Foreign 
Credit Insurance Association, (FCIA), a private organization 
located in New York City which insures credit obligations of 
exporters.
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Option 2

The Federal government should retain the existing 
situation within the federal bureaucracy including the same 
distribution of authority at the Regional levels.

Discussion

The existing system, though fragmented, provides 
specialized attention on the many parts that constitute the 
trade process. However, potential small exporters are more 
often confused, discouraged, and frustrated with having to 
contact a myriad of federal agencies to learn how to export 
and what help they can expect.

This system does not lend itself to accurate accounta
bility nor does it provide any focal point for relevant 
policy development.

Option 3

The President should establish a Cabinet level Depart
ment of International Trade composed of all of the trade 
policy functions of the executive branch agencies and 
departments.

Discussion

This type of federal structure would enhance develop
ment of a coherent federal trade policy, focus responsi
bility and accountability with one central authority, avoid 
duplication and waste.

A Department of International Trade would reflect the 
priority placed on exports and provide the impetus needed 
for comprehensive federal support. It would also enhance 
the development of a one-stop service structure, for 
potential small exporters, both in Washington and in field 
operations.

Opponents claim that this provision would increase 
government's role in International Trade and simply 
reorganize existing allegedly ineffective government 
services and programs.

Executive reorganizational initiative along with 
Congressional review would be required for implementation.
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A one-stop service team should include representatives 
from: Commerce, SBA, Eximbank, IRS, OPIC, and FCIA. Once
the overall definition of the proposed transaction is 
reached, then it might be best to direct the small exporter 
to existing private or public firms or agencies that have 
ongoing export promotion programs. A good example of a 
public program is MASSPORT, sponsored by Boston Port 
Authority, which has been successful in bringing local small 
businesses into foreign trade transactions. In most cities, 
there are private export companies, managers and brokers to 
assist small businesses. Other options will be presented on 
how to strengthen the private AMERICAN EXPORT TRADING 
COMPANIES to better serve small businesses.

This provision would require Executive initiative 
along with positive support from the Congress.

Option 6

The President should provide for significant small 
business representation on the President's Export Council.

Discussion

Currently very few members of the President's Export 
Council provide the small entrepeneur's viewpoint on all 
trade issues raised by the Federal Government. The Council 
is dominated by large "Fortune 500" corporations. While 
they have a great deal to offer, a better small business 
balance is necessary. Trade policy advice sent to the 
President from this group should incorporate these ideas.

The President has full control over the appointments to 
this advisory body.
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The cost, after the initial trip, of participating in 
Department of Commerce trade fairs can be prohibitive to 
small exporters. Incentives could include reasonable rent 
for exhibit space and low interest loans to pay for 
transportation costs and accomodations.

Option 9

Congress should provide for the establishment of Inter
national Trade Development Centers.

Discussion

The development of educational tools to explain some 
of the more complex problems involved in international 
trade should be established at the local level through 
educational institutions. Private sector role models should 
be provided to assure the most optimal rapport between new 
to export firms and old hands.

Legislative acceptance of the ITDC concept would be 
required for implementation.

For further discussion, see Economic Policy and 
Government Programs, Option 18.
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The complications of a myriad of rules and regulations 
on foreign tax credits, taxation of U.S. citizens abroad, 
DISC corporations, and the like, can easily cause a bias 
among small businesmen not to engage in international 
trade. Very rarely does the IRS go out of its way to come 
down with a ruling in favor of an exporter. For example, 
the IRS is not enamored with DISC corporations, and as a 
result, a DISC is a very expensive organization to establish 
and maintain because of complex rules, regulations and 
interpretations.

Option 10

The Internal Revenue Service should establish an IRS 
Small Business Export Task Force to help develop a rela
tively simple program of quildlines for potential small 
exporters.

Discussion

The IRS should have a representative on the one-stop 
service unit and should attempt to give the small exporter 
prompt rulings on tax problems facing him in his overseas 
transactions.

Development of this advisory task force would help 
sensitize the IRS to the specific problems and needs of 
small business. Additionally, with the development of a 
program designed to assist the small exporter, fewer 
complications would result.

Option 11

Liberalize existing tax treatment imposed on U.S. 
citizens working abroad.

Discussion

Compared to our international competition the U.S. has 
by far the strictest tax treatment of its nationals abroad. 
The present law makes it impossible for the U.S. to be 
competitive in the international labor market. As a result, 
Americans are being forced to return to this country, and



-19-

These code sections should be clarified and clear rules 
and regulations should be adopted. The criteria should be 
based on what our major competitors do in their treatment 
of foreign tax credits. Because each country has its own 
history and economics, we should not use the U.S. income as 
the sole criteria for judgment.

IRS interpretation policy could be encouraged by the 
Executive Office of the President.

Option 13

Structure export transactions within our tax structure 
to allow for an alternative to a comlicated DISC corpor
ation. The alternative could be a "Phantom VAT" where a 
Value Added Tax (VAT) is computed according to European 
Economic Community practices. On small business exports 
the tax is rebated to the exporter.

Discussion

In the Common Market, the VAT is the form of sales or 
consumption tax. When a product is exported, the accumu
lated VAT is rebated to the exporter. This rebate could 
range from 5 percent, to over 20 percent and, in fact, 
becomes an export subsidy. Because the government can set 
various levels for the VAT on specific classes of products, 
the VAT export subsidy can become very selective and thus 
very competitive.

By structuring export transactions so that the VAT is 
computed according to EEC practices, the government would 
then rebate the VAT amount to the exporter when the goods 
are shipped. This system could be an alternative to a DISC, 
and would certainly be more convenient and less expensive 
than a DISC for a small businessman.

Adapting our tax structure would require Congressional 
revision of the USC.
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Option 16

Congress should provide a tax credit for hiring 
qualified export managers.

Discussion

In the long run, one of the most important criteria 
for successful exporting is qualified personnel. Qualified 
personnel are a key ingredient in virtually every facet of 
export - from marketing to distribution to financing - in 
exporting companies as well as in those organizations that 
service exporters. However, one of the greatest expenses 
in an exporting organization is the expense of people.

It generally takes anywhere from several months to two 
years or more for an exporter to recover the added expense 
of an additional person through either additional revenues 
or decreased operating costs. Small businesses desirous of 
exporting are concerned about cash flow and incremental 
expenses. Thus, there is a reluctance to add new employees.

It is my proposal that exporters and exporter service 
organizations be given a tax credit for hiring additional 
staff. This technique has precedence:

1. Tax credits are given for hiring minorities

2. Manufacturers are given tax credits for adding new 
equipment (and people are to an exporter what 
machines are to a manufacturer).

Option 17

Congress should concentrate anti-boycott law adminis
tration in one agency, preferably Commerce.

Discussion

Concentration of anti-boycott law administration could 
be effected by retaining the Export Administration Act and 
repealing the Ribicoff Amendment. The Ribicoff amendment in 
the Internal Revenue Code, which is administered by 
Treasury, disallows DISC and deferral tax treatment to U.S. 
companies which agree to participate in a boycott. 
Additionally, there is also the Export Administration Act 
with its comprehensive anti-boycott title. Having two
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• exempt new DISCs from any "deemed distribu
tion" requirement for at least the first 
three years of operation; and,

• provide for the elimination of existing incre
mental provision of DISC regulations.

These proposals would entice smaller exporters to form 
DISCs and increase their participation in international 
trade and trade fairs (which have proven to be highly effec
tive sales tools). Additionally, many of these provisions 
would enable DISCs to increase their capital base for expan
sion of export functions and provide incentives to launch or 
expand costly export programs.

Legislative amendment to existing statute would be 
needed to implement these changes.

Option 19

Congress should provide for an "Exporter’s Allowance" 
which would apply in the trade of all goods abroad.

Discussion

Goods exported or that are produced or manufactured for 
export or in the course of which orders for goods are 
actively solicited in any export country would be granted an 
allowance for 75% of the marketing expenditures incurred by 
the exporter during the year of assessment.

This provision creates an incentive to exporters or to 
potential exporters to enter the export field and obtain an 
income tax benefit without creating a DISC corporation. The 
basis of its provision would allow certain marketing expendi
tures which, in the normal course of business, would be a 
deduction accepted by the IRS to become a deduction based on 
the increase in export sales from one fiscal year to another.

The exporter's allowance would not require any addi
tional paperwork, as is required for a DISC, and could be 
introduced as a legal deduction in the current tax system. 
Legislative approval would be required for implementation.
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U.S. businessman or trading company. Turnover also affects 
price, and the faster the turnover of export paper, the 
lower the price of the goods or service to be sold.

Congressional authority would be necessary for funding 
through the Federal Finance Bank, as well as Congressional 
authorization through the Budget Act.

Option 22

Congress should provide for a special SBIC program 
tailored to the needs of international business.

Discussion

The SBIC could stand alone or could be a part of an 
export trading company. With the confusion of definitions 
of small business, an international SBIC should probably 
have expanded levels on the capitalization of companies in 
which an SBIC might invest.

The SBIC's parent company or an affiliate corporation 
would be engaged in developing, promoting, and marketing 
export opportunities for U.S. businesses. If market poten
tial is identified, then the SBIC would be in a position to 
provide the necessary financing to the small manufacturer. 
Further, the marketing arm, or a management services sub
sidiary of the SBIC, could assist the small business in 
negotiating export transactions.

Additionally, the SBIC or an affiliated company could 
also assist the small business concern in making use of the 
programs of the Export-Import Bank and the Foreign Credit 
Insurance Association to provide financing to its export cus
tomers. It could also assist in arranging complete finan
cing packages for small concerns which have needs exceeding 
the capacity of the SBIC. Finally, other components of the 
SBIC and its related organizations could assist the small 
concern in obtaining necessary expot licenses, transporta
tion arrangements, and other administrative activities not 
normally associated with the concern's domestic U.S. 
business.

The authority to create such an arrangement would 
require Congressional amendment and expansion of SBIC 
authority.
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Small business success in this program could be 
documented within the first six months of operation as has 
been evidenced in the MASSPORT results.

Option 25

Eximbank should establish a special small business 
funding program through commercial banks who would advance 
all funds and obtain a guarantee from Eximbank/Foreign 
Credit Insurance Association (FCIA) under a blanket policy 
for 80% of the advance; commerical bank risk to be set at 
5%; and shipper risk at 15%. Individual participation 
should be limited to five years of operation in foreign 
markets.

Discussion
This type of program would attempt to increase 

commercial bank involvement in international finance by 
allowing them to make direct Eximmbank guaranteed loans. 
The loan process itself would be under the direction of the 
private sector and would not require federal government 
involvement. In this way, export financing could be brought 
to the local level instead of being isolated in Washington, 
D.C. or in a few money market centers.

This proposal would greatly aid the small exporter who 
is invariably penalized for the fact that his transactions 
are smaller quantities. It would significantly help in 
increasing the percentage of U.S. producing firms able to 
engage in exports.

Eximbank can establish this program through Administra
tive action.

Option 26

Eximbank should consider reducing, and in some 
instances eliminating, the exporters retention (amount of 
risk incurred) and commercial bank participation under the 
Bank Guaranty Program.



-29-

Option 28

Eximbank or the SBA should consider providing pre-
export financing to small businesses who have "bona-fide" 
export contracts; or should consider guaranteeing commer
cial bank credit extensions for this purpose.

Discussion

This program would substantially help address the 
problem of capital inadequacy common to smaller exporters 
who might lose contracts by small business because of a lack 
of pre-export financing, despite the fact that they have 
bona-fide contracts in hand. SBA can do this through its 
regular loan process.

The decision to expand into this type of program rests 
with the Board of Directors of Eximbank.

Option 29

Eximbank should consider discount loans to support 
international sales, at rates comparable to those offered 
under the Direct Lending Program.

Discussion

Where there is evidence of more favorable rates being 
offered by foreign government support competition, then 
Eximbank should match those rates in favor of small U.S. 
exporters.

Under this proposal small and medium sized firms that 
typicaly sell less costly items will be afforded as favor
able an interest rate as those dealing in major transactions 
taking advantage of the Direct Lending Program. Favorable 
interest rates in discount loan program would significantly 
assist small U.S. firms compete against other countries for 
foreign contracts.

These changes can be accomplished by Eximbank without 
the need for legislative amendment.
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Option 31

Eximbank loan programs should be coordinated with low 
interest loan programs in AID, Agriculture, and Department 
of Defense — "Mixed Credits."

Discussion

There is presently a "Gentlemen’s Agreement" among 
export financing agencies on export transaction terms. This 
country has been rather naive in these types of agreements, 
because we isolate the Eximbank from all of our other pro
grams that deal with international trade. Other agencies, 
especially AID, deal with low-interest loans. Small 
Business should have the ability to use "blended credits" 
by both subsidized and non-subsidized rates to reach a 
competitive rate on transactions. These "blended rates" are 
used extensively by our foreign competitors to effectively 
compete against Eximbank rates.

Administrative initiative to blend loan programs from 
different agencies could be accomplished without Congres
sional revision as long as the intent of Congress and the 
financial integrity of Eximbank are not violated.

Option 32

The Foreign Credit Insurance-Association (FCIA) pre
shipment coverages should be expanded to include indemnifi
cation for loss arising out of the cancellation of orders by 
any public-sector foreign buyer and by any private sector 
foreign buyer approved by FCIA for this purpose.

Discussion

The cancellation of orders can virtually bankrupt a 
small exporter. In most of these cases, the circumstances 
that cause cancellation are totally beyond the control of 
the exporter. Providing insurance for this type of risk 
would help in assessing the benefits of exporting rather 
than simply attempting to expand domestically.
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Option 35

Utilizing FCIA as the insurance vehicle, Eximbank 
should begin to write coverage for loss arising out of the 
arbitrary calling of on-demand bank guarantees (or the 
calling of these guarantees following specified political 
events).

Discussion

In many foreign transactions, the potential foreign 
buyer may demand that the U.S. exporter submit to on-demand 
bank guarantees. In some documented cases, arbitrary cessa
tion of contracts by foreign buyers leaves the small 
exporter in a difficult situation. The exporter would not 
be able to secure this contract unless he did submit to on- 
demand bank guarantees.

This change could be accomplished within the statutory 
authority of the Eximbank.

Option 36

FCIA should allow the individual exporter to enter into 
some form of insurance risk-sharing arrangement.

Discussion

Via an exchange of indemnity agreements or through for
mation of a separate corporate entity, this risk-sharing 
arrangement would be limited to a specific maximum, i.e., 
the amount of the deductible authorized by FCIA to the group 
as a whole.

FCIA understandably prefers to authorize large deduct
ibles in exchange for the granting of high Discretionary 
Credit Limits. This insured group would be treated by FCIA 
as if it were a single policyholder paying a substantial 
premium. The group would be authorized by FCIA to try to 
secure some form of spread-loss insurance to cover the risk-
sharing area within the deductible. This proposal would 
enable small companies to consolidate and make use of FCIA 
programs more effectively.

Adoption of this initiative would require new adminis
trative procedures within FCIA.



The American Export Trading Companies should be 
incorporated in the U.S. with exclusive overseas sales 
territories for U.S. manufacturers; provide American 
manufacturers with a practical, effective interface with 
various foreign business practices; provide substantial 
economies of scale resulting from consolidated warehousing, 
transportation, and commercial services; be familiar with 
all techniques of receiving payment for goods exported and 
have the ability to pool each country's differing business 
risks.

Accelerated expansion of exports to achieve a balance 
between the volume of U.S. import and export trade will 
require government assistance. This can be arranged in the 
form of guarantees, credit cost subsidies, refinancing or 
discount facilitation through the commercial banking system, 
the Export-Import Bank and the Small Business Administration.

A concerted effort will be needed to join government 
and business in promoting and supporting such entities. 
Legislative authority will be required for such a venture.

Option 38

Congress should amend the Edge Act to strengthen the 
ability of commercial banks to be export trading companies, 
or part of export trading companies.

Discussion

An Edge Act Corporation is generally a subsidiary of a 
domestic bank which specialized in international transac
tions. There is no requirement that an Edge Act Corporation 
be a subsidiary of a commercial bank. One might actually be 
started as the financial arm of an export trading company, 
with approval of the Federal Reserve Board.

Bringing an Export Trading Company into an Edge Act 
Corporation with a tie to a large bank with overseas offices 
might be the base of an organization that would have the 
economies of scale needed to be a true international trading 
company.
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These locally funded programs generally have a better 
"grass roots" approach to export promotion. There should be 
Federal funds to aid these existing programs to expand their 
services and to develop new initiatives.

This concept could very easily become functional 
through joint resolution of the federal government and 
private sector operations.

Option 41

Congress should revive the Department of Commerce Joint 
Export Awards.

Discussion

This program provided grants for the establishment of 
State international trade offices abroad. The federal 
government would fund 50% on a repayment basis over a long 
base period.

This type of local grass roots structure is essential 
for an effective sales penetration that could eventually 
expand into a MASSPORT type operation with federal support.

Full implementation of this program by Congress would 
require an increase of DOC budget or redirection of existing 
export program funds.

Option 42

The Department of Commerce should, when appropriate,
encourage potential small exporters to enter into a 
relationship with an appropriate Export Management Company 
that will act as the "International Division" for the firm 
in question.

Discussion

The Federal Government, where appropriate, should 
direct more small businesses towards export management com
panies as effective facilitators of foreign trade.
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Option 44

The Federal Maritime Commission, the Department of 
Transportation, Department of Justice and the Inter
state Commerce Commission should eliminate confusion and 
inequities felt by foreign handlers and domestic foreign 
forwarders.

Discussion

For the last decade administrative confusion between 
the Federal Maritime Commission, the Department of 
Transportation, the U.S. Department of Justice, and the 
Interstate Commerce Commission has resulted in a bureau
cratic nightmare for small exporters.

Several options should be clarified and provided for. 
These include:

• allowing non-vessel common carriers and 
domestic forwarders to publish inter-modal 
rates ;

• the formation of shippers' councils and open 
conference membership, and the right of inde
pendent action by an individual steamship line 
within a steamship conference; and,

• support of the "neutral container system" 
under which independent leasing companies 
supply containers to shippers, who in turn 
tender them to liner operators.

These provisions would help small independent leasing 
companies to compete openly and freely, would help small 
American flag carriers to hold their own within the con
ference system, and would improve the movement of containers 
on through shipments in international trade.



January 2, 1980

Mr. J.M. Sprouse
Executive Vice President
The Associated General Contracters

of America
1957 E Street, N.W.
Washington, D.C. 20006

Dear Mr. Sprouse:

I wish to acknowledge receipt of your communication 
regarding the non-competitiveness of the U.S. construction 
industry overseas. You are no doubt aware of my concern 
with this problem, particularly as it concerns the con
tracting practices of the Agency for International Develop
ment. I look forward to reading the article you enclosed, 
and to reviewing any proposals your organization may have 
to address the problem.

Thank you again for keeping me informed on your efforts.

Aloha,

DANIEL K. INOUYE
United States Senator

DKI: rwd



December 27, 1979

The Honorable Daniel K. Inouye
United States Senate
Russell Senate Office Building, Room 105
Washington, D. C. 20510

Dear Senator Inouye,

Over the last three years the Associated General Contractors of America, on 
behalf of its members working internationally, has testified before or submitted 
statements to Congressional committees on ten occasions. I have personally com
municated to each member of Congress in mailings such as this on numerous occasions 
and our International Division Newsletter is also widely distributed in the 
Congress. In each of these contacts we have endeavored to identify the leading 
obstacles to the export of construction services and have offered constructive 
alternatives and solutions. During this same three year period, the U.S. con
struction industry has fallen from a position of leadership overseas to twelfth 
place in the international competition. The issues which have contributed to 
this decline are varied; each carries individual costs which are difficult to 
quantify; however, the combined impact of these disincentive measures have created 
a burden which has debilitated the largest and most dynamic capability in the 
world.

Attached is a reprint of an Engineering News-Record article which examines 
the non-competitiveness of the U.S. construction industry overseas. The cover is 
an accurate depiction of the problem. The losses of the U.S. construction indus
try are shared by all Americans, not only in economic terms, but in the loss of 
national prestige. This loser image does not suit the American spirit, and with 
your leadership and assistance we can rectify this dilemma.

Our staff is now preparing an analysis of the leading export disincentive 
measures and also formulating new proposals designed to remedy the situation 
described in the enclosure. We will be sharing these with you in the near future 
and we would again appreciate your assistance in gaining legislative consideration 
of these proposals and suggestions in the coming session of Congress.

Attachment

THE FULL SERVICE CONSTRUCTION ASSOCIATION FOR FULL SERVICE MEMBERS


















