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HEHORANDUM FOR: 

FROM: 

THE WHITE HOUSE 

WASH IN GTO•N 

August 7, 1978 

THE.PRESI DENT , ·. � 
STU E IZENSTAT B,�., .. 

SUBJECT: New York Emergency Declaration 

I am sorry for the confusion about the costs involved 
in the New York Emergency Declaration. The $2 million 
requ�red for temporary drainage work is included within 
the to.tal cost of the declaration of abm�t $3 - $A mi l.lion. 
The additional $1 - $2 million above the $2 million for 
drainage would be us·ed for evacuation, temporary housing, 
sealing vacant house:s and certain medical examinations 
that might be provided by the U.S. Public Health Service. 

I have spoken seve-ral times today with FDAA officials about 
the costs involved, and :II can say that they are not ready 
to "live or die" on the $3 - $4 mi.llion total estimate. 
As always, they claim that their initial estimates are made 
quickly and en the basis of facts which v.ery often change. 
But it is FDAA Administrator Bill Wilcox' best judgment 
at this point that the. total Federal cost would be in the 
$3 - $4 million range. 

If you want, we can require FDAA to let us know as soon as 
the $3 million has been expended and to seek further 
authorization from us before 



�eow••· 
M·Pnete•IIN Palpaaes 

WASHINGTON 

MEMORANDUM FO:R: THE PRESIDENT 

STU EIZENSTATI
, 
p.� 

New York Emerg-ency Declarat'ion 

FROM: 

SUBJECT: 

Until final liabiLity is de-termined for the Love Canal 
disaster, what portion of the cost·s each of the involved 
parties will bear a-re not known. However, in the short
term, with the problems of evacuation and immediate health 
treatment, it is easier to provide a picture of who is 

doing what: 

1) New York State -- The state ha,s· committed $3 million 
to help in the e:lean-up ef. fort . Of that, $700,0.00 
is to be spent in assessing the health effects of the 
chemicals on the residents of the area .. Most of the 
remaining funds will be spent draining the Canal of 
the chemicals, and attemp-ting to remove the residue 
from the area. In addition, the state has formed 
a task force, headed by the State Secretary .of 
Transportation, to work on the day-to-day problems 
that will arise as a result of the evacuation and 
attendant problems. 

2) Niagara Falls -- This city is in poor financial 
shape; last year it almos't declared bankruptcy. 
The city Board of Education is equally weak financially. 
No meaning-ful resources a•re therefore expected from the 
local area in the short-term .. 

3) Hooker Chemical Company -- Hooker is naturally 
conc�rned about taking steps which will be seen as 
conceding liability for the disaster. However., 
the company has already committed $400,000 to he.lp with 
the clean-up of the Canal. It is possible that the 
company may direct more substantial sums to the 
problem in the near future, but there. is· no firm 
commitment yet to do so. 
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The·. Federal government is being asked to supplement these 
activities in the amount of $3 to $4 million. Those 
sums would be spent helping with the evacuation, the provisi n 
of temporary housing for the evacuees, and the securing of 
the affected area (such as boarding-up houses) • As 
best as we can determine, the financial and technical resources 
for these activities cannot be provided readily by the sta� 
or local governments. 

It is possible that, when ultimate liability is determined, 
the sums expended by the Federal government could be 
recovered. In several similar instances in the 1960's, 
the Federal government's expenditures for disasters caused 
by private corporations were recovered eventually by the 
Federal government. The Justice Department is now exploring 
the possibility of such a suit in this instance. At this 
point, it is not yet clear, though, who would be sued for 
recovery. 
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NE'YlORANDUH FOR: 

FROH�-

. THE WHITE HOUSE 

WASHINGTON 

August 7, 1978 

THE PRESIDENT 

STU EIZENSTATJI�/ ly 1).[. 
LYNN DA.FT 

SUBJECT�· Recommendation for an Emergency � . 
Declaration -- Ne,., York 

� . �u 

�� 
In the attached letter, Secretary Harris recommends that . � ()(f. 
you grant an emergency declaration to the State of New V/ /-'1 · · 

Yor.k f<;>.r the purpo.se of d7aling w�th the environmental problem �t.n/J,i 
affect1ng a part of the C1ty of N1agara Falls. The problem /- • 

is the leakage of waste products from the 110ld Love 
Canal" and' the growing evidence that it is causing 
spontaneous abortions and congenital malformations in 
the immediate area. This declaration would trigger 
emergency actions by the FDAA to dealt wibh the immediate 
people ·problems, mostly involving �elocation o£ the 
affected families., The Environmental Protect,ion Agency 
is working "t1Tith the State and City .and with the Congressional 
delegation to design a construction program to eliminate 
the hazard. 

r·Je recommend that you grant the requested declaration. we 
have talked with Doug Costle about the situation and he 
concurs in this recommendation. 

By granting this declaration, you will not be conceding 
Federal liability for the faulty storag,eat the Canal.. 
The· difficult question of liability -- there are allegations 
that the Army was involved in the storage -- will have to 
be decided much later by the courts. 



rr 
v· 

• ,,!_._...:; .. 

THE WHITE HOUSE 

WASHINGTON 

7 August 1978 

.. :·· 

ADMINISTRATIVELY CONFIDENTIAL 

MEMORANDUM FOR 

THE HONORABLE JUANITA M. KREPS 
Secretary of Commerce 

Re: Your Memo Entitled, "National 
Export Policy" 

The President reviewed your memorandum on the above
re-ferenced subject and made the following decisions: 

Recommendation #1 - Approved. The President added: "You 
take the lead, emphasizing my approval. Rafshoon 
can determine the level of my involvement." 

Recommendation #2 - Disapproved. "I oppose DISC, but am 
willing to "ffiake a cautious statement. No study." 

Recommendation #3 Approved�- , ,, �;.; -..·<1 
• .. ... �· .·. :- ;. . _; .. 

Recommendation #4- Disapproved. "Let's stick to $245 

million proposal. We may compromise, but we also may 
have to veto bill." 

Recommendation #5 - Approved. 

Recommendation #6 - Approved. 

Recommendation # 7 - Approvec;l. ·However the President deleted 
the word "Particular" from the last sentence in the 
first paragraph under #7. Thus, it reads: 

'The Departments of Commerce, State, Defense, and 
Agriculture would be directed to weigh export 
consequences as a factor, along with other factors, 
when considering the use of export controls for 
foreign policy purposes. Weight would be given to 
whether the u.s. goods in question are also available 
from countries other than the United States.' 
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Recommendation #8 - Approved. 
appropriate by Justice. 

"Some guidelines, as considered 
No loopholes for bribery." 

Recommendation #9 -·Approved. 

Recommendation #10 - Disapproved. "Justice. may wish to clarify 
situation as it now exists." 

Recommendation #11 - Approved. "Agencies absorb this to 
maximum degree." 

Recommendation #12 - Disapproved. "PEC might be revived ... 

Recommendation #13A - Disapproved. 

Recommendation #13B - Disapproved .• · "Administrative action 
now being taken. Better than legislation." 

Recommendation #14 - Approv� 
. 7/.( �� 

cc: 

· 

Rick Hutcheson 
Staff Secretary 

Secretary W. Michael Blumenthal 
Ambassador Robert Strauss 
Stu Eizenstat 
Zbig Brzezinski 
Jim Mcintyre 
Charlie Schultze 
Anne Wexler 
Jerry Rafshoon 

..... · ,J ""· 

" 
' ' 

.... ;..; � .. -�t 
. - "' ·· . . 

·.J •. 
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THE WHITE HOUSE 

WASH INGTQN· 

August 3, 1978 

MEMORANDUM FOR: THE PRESIDENT 

EI'ZENSTATS� 
GINSBURG 

FROM: STU 

BOB 

SQBJECT: Export Policy 

Attached are: 

(1) a memorandum from Commerce setting forth the 
recommendations developed by the Export Policy 
Task Force; and 

(2) separate memos from CEA and OMB setting forth 
their views on the Commerce paper. 

CEA recommends that you accep.t Commerce's barsic package 
(items 1-12) except that you �eject the proposal for a 

continuing review of the need for an export tax incentive. 
·CEA also recommends that you request a PRC ·S·tudy of the 
major export barriers (such. as Jackson-Vanik, anti-boycott 
and anti-bribery legislation, etc.) wh±ch it feels were not 
dealt with adequately by the Export Task Force. CEA's 
g,eneral views are that:. our recent expo:trt performance has 
be.en poor but no·t disastrous; the Task Force re.commendations 
are unlikely to have a significant impact upon exports; and 
each individual proposal should be consider·ed on its own 
merits·, rather than being viewed as part of an ali-or
nothing pacl::age. 

OMB believes that.: the Task Force recommendations are not 
significant enough to amount to a "national export policy"; 
the financial incentives called for are likely to be costly 
in budgeta�y terms but not very effective in promoting 
exports; and that the maj:or disincentives to exports have 
not been adequately reviewed. OMB recommends that you defer 
all decisions involving increa�.sed tax or budget expenditures 
until the fall budget reviews and that the Administration 
undertake, under Whit-e House direction, an intensified 
review of all potential impediments to exports. 
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Because of the diversity of viewpoint among Commerce, CEA 
and OMB on the nature of the "export problem" and the Commerce 
recommendations, we recommend that you read all three memos. 

We believe that your decisions ,on the specific recommendations 
should be taken within the following overall framework: 

1. We generally agree with the CEA/OMB conclusion 
that the Commerce recommendations are unlikely to 
have a significant impact on exports. In our 
view, the hard truth (and the reason we were hesitant 
about getting the Administration involved in a high
profile, public effort in this area) is that as 
far as unilateral policy actions are concerned 
the U.S. can dramatically increase its exports only 
by taking initiatives along the following lines: 

(a) terminate or severely curtail our arms sales 
and human rights efforts and repeal the foreign 
bribery and Arab boycott laws; 

(b) provide massive tax and/or spending subsidies 
for exports. 

We regard the first set of initiatives as unwise on 
both policy and political grounds and the second set 
as inappropriate for economic and budgetary reasons. 

2. Nonetheless, the Commerce recommendations do include 
some modest steps in the right direction. We should 
take these steps and take credit for them. Largely 
because of the depreciation of the dollar, the U.S. 
export performance is likely to be strong over the 
next year or more in any case. �We a�e,already 
beginning to see improvement in the June export 
figures.) Some of this positive performance will 
redound to the credit of whatever export policy 
we announce. 

3. The Task Force has made 14 policy recommendations, 
which Commerce has divided into 12 "essential measures" 

and 2 "additional measures." Commerce states that the 
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first 12 measures are "essential to a comprehensive 
and credible export policy" and that "the 
elimination of any of them would substantially 
weaken the total effect, and the psychological 
impact would be jeopardized." It is true 
that since most of the individual proposals 
are not dramatic, it takes a number of them 
together to amount to a meaningful policy. 
But we do not agree that you should consider 
this as an all-or-nothing package. Accordingly 
you should feel free to consider each of the 
recommendations on its own merits, rather than 
feeling obligated to approach this package on 
a take-it-or-leave-it basis. However, without 
the bulk of these recommendations, there will 
be very little to announce and we will be worse 
off than if we had not attempted to enunciate 
anexport policy in the first place. 

4. We do not agree with the OMB recommendation that 
you should defer your decisions on any increased 
funding for export promotion until the fall 
budget reviews. In our view, that approach is 
politically unsound and would provoke genuine 
criticism that the Administration is incapable 
of enunciating an export policy after months 
of study. The amounts requested are relatively 
small and can be debited against the Commerce 
and other agency budgets at the time you make 
your decisions for FY 1980. 

5. CEA and OMB recommend that the Administration 
conduct a serious review of some of the fundamental 
barriers to exports such as arms sales and human 
rights policies. We are concerned that if such 
a review became public, it would generate 
damaging publicity, e.g., stories that the 
Administration was considering reversing such 
fundamental policies as human rights and arms sales 
because of their effect on exports. Accordingly, we 
recommend that, if you decide to order such a review, 
you issue a private directive and the review be held 
very tightly within the White House. 
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Our recommendations on the Commerce proposals follow: 

1. Presidential Commitment. Commerce believes that your 
personal involvement will give a boost to the export 
policy announcement. On the other hand, as we have 
indicated above, there is substantial doubt as to 
whether these proposals constitute a significant 
enough "policy" to merit your personal involvement. 
We recommend that your commitment to the promotion 
of exports be indicated (perhaps by Secretary Kreps) 
but that the level of your personal visibility be 
decided upon after consultation with jerry and Jody. 

2. Export Tax Incentive. Commerce proposes that the 
Administration reaffirm its opposition to DISC but 
at the same time state that we have no philosophical 
objection to an export tax incentive per se and that 
the Secretaries of Treasury and Commerce will be 
directed to continue to review the need for an export 
tax incentive. The problem with this is that Secretary 
Blumenthal, Ambassador Strauss, Undersecretary Cooper, 
etc., are telling our_foreign trading partners tbat the 
U.S. does object to export subsidies and that foreign 
governments should eliminate or curtail such subsidies. 

Another basic problem is that the better targeted an 
export tax credit is, the more in violation of GATT and 
our MTN posture it will be. We have just completed an 
interagency effort to develop an export tax credit, 
and the best proposal presented was one which you and 
your senior White House advisers rejected. Further 
publicly directed review in this area is a no-win 
situation: 

(a) either we conduct a study and come up dry again, 
which will embarrass us and disappoint much of the 
business community; or 

(b) we develop a more effective alternative to DISC 
(which will likely be illegal under international 

trade rules) and we then become obligated to renew 
our fight on DISC next year. 

While we should not make the commitment to further review 
that Commerce proposes, 'We can strike a positive tone in 
the export announcement by stating that we are willing to 
work with the Congress this session to come up with a 
better alternative or make DISC less costly and more 
effective. Accordingly, we recommend that you disapprove 
this proposal, with the understanding that the export 
announcement will reflect our willingness to work with 
Congress on this issue. 
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3. Increased Eximbank Funding. Commerce proposes that you 
increase Eximbank's direct loan authority from the FY 
1980 budget mark of $3.9 billion (up from $3.6 billion 
in FY 1979) to $4.1 billion� Of the various financial 
incentives for exports, Eximbank is probably the best 
vehicle. A $500 million increase over FY 1979 would be 
a substantial in.itiative for which the Administration 
could take considerable credit. We recommend that you 
approve this proposal. 

4. Taxation of Americans Abroad. The Administration has 
�lready made a proposal in this area (which you person
ally approved last February) , which would cost about 
$245 million. The Ribicoff bill, which has passed the 
Senate, would cost about $310 million; this bill is a 
responsible approach to the problem but, according to 
Treasury, needs some revision in order to be made 
administratively wQrkable. The House has not yet passed 
legislation but the Ways and Means Committee is about to 
report out a very bad bill which will cost about $545 
million. Commerce proposes that the Administration drop 
its own proposal and support the Ribicoff bill. 

We do not th1nk the Administration should change its 
position before conference and before the House even 
has a bill. Treasury's Congressional liaison staff and 
Frank Moore's shop agree that it would be unwise legisla
tive strategy to drop our proposal at this time. In any 
case, rather than flatly supporting the Ribicoff bill as 
it now stands, we would want to first secure the changes 
necessary to make it workable. 

Again, we can take a positive line in the export announce
ment by stating our willingness to work out a common 
approach with the Ribicoff bill. With that understanding, 
we recommend you disapprove this proposal. 

Note: You should know that there is a very good chance 
that the House bill will prevail over the Ribicoff bill 
in conference and that the Congress will pass a very 
expensive piece of legislation which you may decide to 
veto. 

5. SBA Targeting to Exporters. We recommend that you approve � 
th1s proposal. 
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6. Export Consequences of Regulations. Commerce proposes � 
that agency and department heads be required to take 
into account the effect on u.s. exports of their major 
administrative and regulatory actions that have signi
ficant export consequences. This could be an important 
item in reducing the arbitrary impediments to U.S. 
exports. We recommend that you approve this proposal. 

7. Use of Export Controls as a Foreign Policy Tool. 

8 • 

Commerce recommends that export consequences be weighed 
as a factor, along with other factors, when considering 
the use of export controls for foreign policy purposes. 
We agree that the effect on exports should be considered 
as a major factor, along with foreign policy, in decisions 
involving the use of export controls. However, we do 
not think that exports should be given an automatic 
priority and caution that the reference in the decision 
memo to giving "particular weight" to whether the U.S. 
goods are available from alternative suppliers may have 
that effect. 

Accordingly, we recommend that you approve this proposal � 

but that you cross out the second sentence of this item (-) 
from your decision memo. Otherwise, it will be assumed 
that our human rights and arms sales policies have 
become subservient to exports. 

Guidelines Clarifying the Foreign Corrupt Practices Act. 
Commerce recommends that the Justice Department be 
directed to issue guidelines clarifying the requirements 
of the anti-bribery statute. We have discussed this 
matter thoroughly with the Justice Department and they 
are prepared to provide some affirmative guidance as to 
the kinds of violations they deem most serious; however, 
it would be improper for them to indicate which violations 
of the law they will not prosecute. With that under
standing as to the 11guidelines" Justice will provide, 
we recommend that you approve this proposal. 

9. Antitrust Business Review Procedure. We recommend that 
you approve this proposal, which calls for prompt 
Justice Department response to business questions on 
international antitrust issues and additional educational 
work by the Justice Department. We have discussed this 
item with Justice and, although they regard it as 
window dressing, they will be glad to cooperate. 
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10. Expansion of Webb-Pomerene Exemption to Include Services. 

11. 

The Webb-Pomerene Act provides an exemption under the 
antitrust laws for U.S. firms forming a consortium for 
the export of goods. Commerce proposes that we seek to 
amend the Act to provide a similar exemption for the 
export of services. Some members of the business com
munity believe that this Act restrains their ability to 
bid on foreign engineering and construction contracts. 
The Justice Department disagrees and points out that 
there have not been any prosecutions under the Act in 
over 20 years. 

After meeting with us, Justice has agreed to provide 
language for the export announcement which would provide 
further guidance and reassurance to businessmen in this 
area by indicating that most joint export arrangements 
(and particularly those involving one-shot bidding on 

single projects) would not raise antitrust problems. But 
Justice believes we should not seek to amend the Act 
because that would be inconsistent with the Administration's 
antitrust stance and could provide some encouragement for 
foreign cartels. (Justice also advises that the National 
Commission which you appointed to review the antitrust 
laws may recommend outright repeal of the" Act; it could 
be embarrassing if the Administration were in the posture 
of going in the opposite direction by proposing a formal 
expansion of the Act.) 

Accordingly, we recommend that you disapprove this proposal, 
with the understanding that the export announcement will 
include reassuring language along the lines indicated above. 

Export Assistance Programs. We strongly recommend that you ....L
approve Commerce's de minimis request for an additional /' 
$2 0 million to provide better ass,istance to U.S. exporters. 
This is very important to demonstrate our commitment to 
the promotion of exports; without this proposal, our policy 
may appear empty. 

12. Interagency Committee on Export Expansion. Commerce pro
poses that you"create an interagency·committee on Export 
Expansion, chaired by Commerce, to oversee the Administra
tion's export effort. The Committee would publish an annual, 
public report for the President on the progress made. Our 
experience over the past several months has made us very 
skeptical about the wisdom of, in effect, making the Export 
Task Force a permanent Administration body, complete with 
annual report. We would suggest instead that the export 
expansion effort be monitored by the Commerce Department 
and/or the EPG. 
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Instead of creating a new interagency task force, we 
recommend that the Administration revive the President's 
Export Council, a private sector advisory group which 
has been dormant in recent years. Busines,smen continue 
to be interested in the Council and would probably appre
ciate its revitalization. (For example, Reg Jones has 
suggested that the Council, with technical assistance 
from Commerce, could sponsor s eminars and "schools" for 
new exporters.) This move would have symbolic value, 
and 'Commerce could be the lead agency in dealing- with 
the Council. If you prefer not to take this step, we 
would have no obj·ection to the interagency committee pro
posed by Commerce. 

Revive the Presid.ent' s Export Council 

Create Interagency Committee on Export 
Expansion 

Agricultural Financin� and Assistance. Part A of this 
proposal represents existingAdministration policy and, 
accordingly, you need not make a new decision on this 
issue. Part B calls for Administrati.on support of legisla
tion establishing agricu-1 tural as'sistance offic·es abroad. 7"1 � 
The Department of Agriculture is already moving, under 
existing authority, to establish these offices where it 
is prudent. and. cost e.ffecti ve to do so. (We can take 
credit for this in the export announcement.) However, 
we do not think that it would be appropriate for the 
Administration to support legislation under which Congress 
mandates wher� foreign agricultural assistance offices 
should be located.. Thes.e offices should be established 
by the Department on a case-by-case basis a,s; j•ustified 
by the merits, rather than through legislation forcing 
the Department to spread its resources in efforts which 
may not be worth the cost. Accordingly, we recommend 
that you disapprove proposal B. 

14. :Multilateral Discussion of Compensatory Defense Agreements. + 
He recommend that you approve this proposal. 
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MEMORANDUM FOR THE PRESIDENT 

SUBJECT: National Export Policy 

THE SECRETARY OF COMMERCE 
Washington, D.C. 20230 

On April 11, you directed me to chair an· interagency task force to 
recommend measures to increase U.S. exports. Assistant Secretary 
Frank A. Weil chaired the task force's exectltive committee which 
reported to me. This memorandum summar.izes for your consideration 
the recommendations developed by the fifteen member group.l/ 

Slow export growth has been an important, but inadequately 
addressed, problem. The problem did not start during this 
Administration.. The seeds were planted a long time ago. The 
problem, however, has continued to grow� and its effect on the trade 
balance has become more evident. 

A cohesive package of recommendations is proposed which would 
constitute the beginnings of a national export policy and would be 
consistent with point 20 of the Bonn Summit Declaration. There is 
no quick fix for the export problem, but an effective start must be 
made. The problem has been approached unsuccessfully four times by 
various Administrations since �962. The proposals in this package 
are an important and necessary first step, but a continuing effort 
will be needed. 

In large part, export success depends upon the attitude and 
motivation of business� and the psychological factors in this area 
can be almost as important as the substance of the recommendations. 
Any belief that the Administration is not sufficiently concerned 
about exports must be reversed. 

1/ The agencies involved in the discussions were the Departments of 
State, Treasury, Agriculture, Justice, Commerce, Labor and 
Defense; as well as Federal Reserve, STR, OMB, ·cEA, NSC, DPS, 
Eximbank, and SBA. 

FOR OFfiCIAL USE Oi;L Y 
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Last year the United States suffered a record $31 billion trade 
deficit, and most observers anticipate continued large deficits 
assuming present ecori'

omic policies continue. - Large imbalances could 
persist even with implementation of the Administration's energy and 
anti-inflation progra'ins.despite increased U.S. price competitiveness 
resulting from changes in exchange rates to date. 

Oil imports are a major factor in our deficit. However, so much 
attention has been paid to oil imports that we have failed to 
address our other fundamental trade problem: slow export growth, 
particularly of manufactured goods, and a steadily deterioratimg 
U.S. position in total world trade. 

The Export Problem -- Over the past two decades, U.S. exports have 
grown at only half the rate of other industrial nations. The 
problem has worsened during the last several years. Adjusted for 
inflation, Deal U •. S. exports have shown virtually no growth in more 
than three years; they have contributed nothing to 9rowth in real 
GNP, employment, or real income since 1974. Our competitors, by 
cantrast, have managed a real export growth rate (even excluding 
their exports· to the l:Jnited States) ·Of nearly 4 percent per year 
since 1974 despite slow worldwide economic growth. Consequently, 
the United States has been losing its share of world markets. Had 
the United States maintained the same share of industrialized 
country experts that it had in 1974, U.S. exports in 1977 would have 
been $13 billion larger. 

The mainstays of the U.S. export position are agricultural goods 
($24 billion last year) and manufactured goods ($80 billion). The 
problem is particularly severe for manufactures, which are two
thirds of our exports. The volume of agricultural exports last year 
was up 16 percent from 1974, but the volume of U.S. manufactured 
goods exports has actually fallen since 1974. In 1976 we had a $12 
billion surplus in manufactures trade. That fell to a $3 billion 
surplus in 1977. Thus far in 1978, manufactures trade is in deficit 
at an annual rate of $12 billion. 

Improving the Current Account -- In the absence of a further dollar 
decline,, there are basically two ways to improve the non-oil current 
account in addition to the energy and anti-inflation efforts already 
underway: non-price measures to reduce imports or measures to 
increase exports. 

Imports can be reduced either by slowing the U.S. economy in order 
to lessen the demand for foreign goods or by adopting a much more 
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restrictive import policy. However, the reduction in economic 
growth necessary to cut imports significantly would result in a 
serious recession and increased unemployment. A full one percent 
reduction in GNP, for exa�ple, would reduce imports by $3 billion at 
most. A highly protectionist policy, on the other hand, would 
aggravate inflation, abrogate U.S. international obligations, and 
invite almost certain retaliation. 

It is� therefore� far preferable to deal with the non-oil trade 
problem through increased exports rather than by imposing barriers 
to imports or slowing U.S. economic growth. The agencies 
responsible for economic policy are unanimous in recommending that 
the U.S. Government should reduce the major disincentives to exports 
posed by Fede,ral laws and regulations. There is also general 
agreement that affirmative Government incentives and assistance for 
exports shou1d be e,xpanded. 

Reliance should not be placed on changes in the value of the dollar. 
A cheaper dollar does help improve the trade balance by lowering the 
price of U.S. exports and raising the price of U.S. imports. A 

rough rule of thumb is that a one percent decline in the value of 
the dollar is Recessary to improve the trade balance by $1 billion 
at an annual rate, after a two-year l�g. 

The problem with dollar depreciation is that it runs serious risks 
with which you are familiar, including increased private capital 
outflows that wou1d magnify the decline of the dollar; depressed 
stock market conditions; potential increases in OPEC oil prices; 
increased inflation and, in general, difficulty in carrying out our 
foreign economic policy. 

Non-Price Factors -- Improvements in relative prices can and should 
be supplemented by selective incentives and assistance designed to 
overcome business reluctance to explore export opportunities and 
correct for imperfections in private markets. Exports are affected 
by factors other than price. Indeed, in many sectors,, price 
competition plays a relatively minor role in export sales. Other 
factors such as financing terms, product quality and reliability, 
servicing, awareness of matket opportunities, and the motivation to 
explore unfamiliar and confusing foreign markets are more 
significant for many products. To the extent that U.S. exports can 
be stimulated by dealing with these factors, further decline in the 
value of the dollar can be avoided. 

Both business and Government accord exports a relatively low 
priority. This reflects the historically small role of exports in 
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the national economy. Exports presently constitute ·onl��cent 
of U.S. GNP. As a result, in the course of Gover�icy
making, export consequences . are usually ignored or outweighed by 
other national objectives. Federal assistance to exporters is small 
and is frequently undermined by other Government actions which 
thwart export initiatives. By co�trast, our major competitors 
export between 12 and 45 percent of their national output and as a 
consequence, give exports a much higher priority. 

The low priority which most businesses place on exporting is 
reflected by the fact that fewer than one out of ten U.S. 
manufacturers is an exporter. Over half of U.S. exports are 
accounted for by only 100 companies. Much of U.S. business is 
currently not interested in exporting. Exporting is more difficult 
than selling at home, and too many U.S. firms do not believe 
exporting is worttl the effort -- even when ttleir products are priced 
competitively in foreign markets. 

An improvemerit in business attitudes toward exporting could trigger 
an expanded export effort that would have a significant impact on 
the level of U.S. exports, a conclusion set fortb in the 1978 OECD 
Economic Survey of the United States. The consensus of the agencies 
on the task force is that such an improved attitude could be 
generated by action on the part of the Administration. This is the 
objective of the measures recommended. 

EXPORT POLICY RECOMMENDATIONS 

The task force considered many measures. Fourteen are recommended 
for your approval, divided into two groups. The first group 
consists of the 12 recommendations which are essential to a 
comprehensive and credible export policy. The second group contains 
two recommendations which are not necessarily essential for an 
export policy aimed principally at manufactures� where the bulk of 
the problem lies. However, these latter two recommendations are of 
considerable importance, and favorable decisions on them would 
enhance the overall impact of the program. 

FOR OffiCIAL USE om. Y 
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A. ESSENTIAL MEASURES 5. 

Together the first 12 measures constitute a comprehensive package of 
recommendations. This package comprises the beginnings of a 
national export policy which would elevate the priority of exports 
in Government decision making and trigger expanded expod efforts by· 

-:::> U.S. business. Each of these measures is essential. The 
elimination of any ortii'em would substantially weaken the total 
effect, and the psychological impact would be jeopardized. 

An important aspect of the package is that the wi;Jole is considerably 
greater than the· sum of its parts.. While each of the measures 
recommended would help to increase exports, the significance of .the 
package in its entirety is that it reflects a basic change in 
attitude and a commitment that exporting will be given a higher 
priority in the national agenda. 

The psychological impact of an export program is critical in 
determining its success. The program must be credible and 
compelling to both the business community and the exchange markets. 
If the program is not perceived as a serious and continuing 
commitment to increase exports, the business community is unlikely 
to make the extra effort to export, and the dollar may weaken again 
due to disappointment in the adequacy nf the response. 

The recommended package of measures constitutes a five-part ,program: 

A Presidential commitment to export growth as an important 
national objective. 

Incentives, or stimulus measures� to ·Offset the difficulties 
associated with exporting and to induce companies to take 
advantage of the enhanced price competitiveness resulting 
from the recent depreciation of the dollar. 

Reduction of disincentives, to enable U.S. companies to sell 
abroad in markets now impaired by U.S. Government-imposed 
barriers; to enable U.S. companies to explore foreign 
markets in an environment of greater certainty; and to 
inc.rease the reliability of the United States as a supplier. 

Direct Government assistance programs to help U.S. companies 
develop new export markets and overcome the factors which 
deter small and medium-s.ize firms from exporting. 

A continuing export expansion effort to identify and address 
additional problems which h:i:nde·r our export performance. 

IFOR OffiCBAL USE OmL Y 
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Other Administration initiatives already taken which will have a 
substantial positive effect on exports include the determined 
efforts for a favorable conclusion to .the Multilateral Trade 
Negotiations; efforts to . explore the capital formation and 
technological innovation questions which are fundamental to future 
productivity growth and export competitiveness; and the renewed 
efforts at the Summit to obtain faster economic growth abroad. 

Notable among current Administration decisions related to exports is 
the question of mandatory application of Environmental Impact 
Statements to export-related Federal Government actions. The task 
force endorses a decision to oppose such mandatory application, and 
would have made this one of its recommendations were the issue not 
addressed in a separate decision memorandum to be submitted to you 
shortly. The Environmental Impact Statement requirement could have 
a substantial negative effect on export sales. 

Costs and Benefits 

A better export performance by the United States would have 
significant benefits. Export demand would contribute to domestic 
expansion, thereby stimulating the private sector and reducing the 
Government defic.it needed to support any given level of employment 
and output. Stronger �xports would also lessen the depreciation of 
the dollar that might otherwise be required to bring the U.S. 
current account deficit to a level that is sustainable over the long 
term, reducing the attendant costs in inflation and adverse reaction 
from foreign official holders of dollars. 

This concern for exports is matched, however, With a concern that 
measures should have a reasonable prospect of generating an 
improvement of exports commensurate with their costs -- costs in 
terms of the budget, our international responsibilities, and in 

terms of other foreign and domestic policy goals. 

Costs The measures in the basic package of recommendations 
involve two kinds of expenditures: increased authorizations for the 
Export-Import Bank, and new funding for direct export assistance by 
Commerce and State. 

The aggregate authorization for the basic package of essential 
recommendations would amount to $520 million, of which $500 million 
represents new Eximbank lending authority. As Eximbank funds are 
repaid in full, actual net outlays would be $20 million, before 
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taking into account 
from increased export 
which are not part 
million .• 

7. 

the increased Federal tax revenues resulting 
activity. The two additional recommendations 

of the basic package could cost an added $305 

Benefits The additional exports resulting from this package are 
impossible to estimate with precise numbers. Better export growth 
would result not only from improved incentives, expanded assistance� 
and an improved regulatory climate, but also from increased business 
confidence.. All of these are subjective but extremely important 
factors. 

The results, however, could be substantial. The intent of the 
package is to trigger a widespread business response toward 
increased exporting efforts� The extent of the response, as stated 
earlier) is in large part dependent upon attitudes and perception. 
The success of the measures, therefore, depends upon the degree to 
which they are regarded by business as indicative of a higher 
government priority toward exports. The package is balanced to 
maximize this perception. 

We do know the opportunity for export expansion e·xists. One 
indication of this potential is the fact that our 1977 exports would 
have been $13 billion higher were it not for our market share loss 
since 1974. Another indication is the estimated $120 billion Middle 
Eastern export market related to major projects over the next five 
years. 

While the measures recommended certainly will not cure our trade 
ills by themselves, the agencies feel they are worth the costs. 
Their effects will be additional to the stimulus to exports from the 
depreciation of the dollar to date.,, success in reducing tariff and 
non-tariff barriers in the MTN, suecess in achieving more rapid 
economic recovery in our principal foreign markets in developed and 
developing countries, reduction in our oil imports, and efforts to 
curtail inflation. For purposes of illustration, each $1 billion 
increase in exports in 1982 could add as much as $2 billion to GNP 

and $400 million to tax revenues. In addition, as many as 30,000 
export-related jobs would r.esult. 

The measures recommended would also confer an additional short-t.erm 
benefit. Many people,, both at home and abroad, are still not 
convinced of our determination to deal with our trade balance 
problem. Taking these actions to increase exports could in itself 
have a significant positive psychological influence on the value of 
the dollar. They would convey a clear signal to U.S. business and 
to foreign exchange markets. The recommendations which follow are 

FOR OFFmiAL USIE om, Y 



I ,/ 
S

C
H

U
L

T
Z

E
 

\ '-
-

-

0
 



THE CHAIRMAN OF THE 

COUNCIL OF ECONOM!IC ADVISERS 

WASHINGTON 

MEMORANDUM FOR THE PRESIDENT 

FROM: Charlie Schultze (! L S 

.July 27, 1978 

SUBJECT: Export Tas·k Force Reconunendations 

Secretary Kreps has forwar:ded to you an analysis of 
our "export problem;" and a package of proposed remedies. 
Although I am in broad agreement with most of the package, 
the analysis over:states both the nature of the problem and 
the e.ffect of the package. 

1. Our Export Problem 

The Conunerce memorandum implies that our exports 
performance has fallen flat in the last few years. In 
fact, our burgeoning trade deficit -- apart from oil -

is largely explained by the relative strength of the 
U.S. economy and the slump abroad'. An indication of 
our export performance over time is given by our share 
of total exports of industrial countries, shown in 
Figure 1. As the Conunerce report notes, our share has 
declined since 1974. This decline followed a rise from 
1971 to 1974 in the ·wake of the depreciation of the 
dollar over the 1971-1973 period. High demand and 
capacity shortages abroad also contributed to the strong 
u.s. export performance during this period. 

Taking a longer-term perspective, the u.s. export 
share has changed little since 1971, following a 

fifteen year dec·line. Moreover, in the last four months 
exports have risen strongly and the u.s. share has 
probably risen somewhat, although data confirming this 
will not be available for some time. Thus, there are 
signs. that the recent depreciation of the dollar is 
beginning to have its expected effects on exports. 
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On top of the decline in the u.s. share of exports 
since 1974, slow growth of foreign economies has hurt 
our exports. 

I draw the following conclusions from these 
observations: 

(1) u.s. export performance in the 197'5-1977 
period has been poor but we have not seen 
an unusual or disa's.trous collapse of our 
competitive position. 

(2) An improvement in our export performance 
would be desirable -- particularly to 
offset our oil imports, which grew more 
rapidly in 1976 and 1977 than elsewhere. 
Stronger exports would mean a stronger 
dollar, less i:nflationary pressure, and 
improved prospects for reducing the budget 
deficit while maintaining growth. But 
measures that w.ould make large scale 
demands on tae budge,t or that would be 
inconsistent with international agreements 
are not warranted. 

2. Tfie. Role of Export Policy 

The Commerce report is the fifth u.s. study since 
1960 -- the others are shown by arrows in Figure 1. 
The effect of the policies are likely to be dwarfed 
by the stimulus to exports from the d'epreciation of 
the dollar to date, success in reducing tariff and 
non-tariff trade barriers in the MTN, a more vigorous 
attack on disincentives to exporting, and success in 
achieving a more rap1d economic recovery in our 
principal foreign markets in developed and developing 
countries. 

Is there likely to be a "critical mass" for export 
policy initiatives, beyond which we will 'tlnleash a 
dramatic increase in export efforts? Judging by earlier 
efforts, or by common sense, I think not. The 
recommendations should ·not be viewed as an all-or-nothing 
package. Each individual element should either be 
cost�effective or be eliminated. 
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I continue to oppose export tax subsidie.s such as 
those in recommendation #2c. 

o You have opposed DISC, and this would 
c6nstitute a reversal of that position. 

o If we have a "study," we are simply 
postponing the tough decision for a 
few more months. 

o Such tax subsidies impose a perpetual 
budget cost in return for a one-time 
improvement in the trade balance. 

o If they are large enough and designed 
well enough to be effective, they are 
then inconsistent with our GATT 
obligations. 

o They are poor economic policy, f.or they 
prevent an efficient division of labor 
between countries. 

o They are a 180° turn from our MTN 
position, in which we are trying to 
persuade our partners to remove such 
subsidies. 

4. Disincentives 

On the other hand, I feel that the Task Force did 
not address with sufficient force recommendations to 
reduce or eliminate several existing disincentives to 
export activity (recommendations #6-10). They are 
major barriers to increased exports. I recogniize the 
political importance of many of these issues. But I 
feel that it· is extremel� important that we evaluate 
the fUll economic costs 1.nherent in anti-export policies 
such as the Jackson-vanik amendment, anti-boycott 
legislation, the illicit payments legislation, the 
uncertainties and consequences associated with·our 
regulatory policies, the use of export controls as a 
foreign policy tool, and other similar policies. 
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A recent example was Eximhanks' refusal, on the 
bas:is. of a recommendation from the State Department, 
to provide credits to finance $26S million of 
hydroelectric power equipment to Argentina. To the 
best of my knowledge, there is no regular procedure 
for weighing the political and economic costs and 
benefits of such actions. 

5. Recommendations 

I recommend that you acce t the Ex ort Task Force 
basic package (#1-12 with the following except1.ons: · 

(1) that you continue to oppose any export 
tax incentive or study thereof. 

(2) that you request a PRC study of the 
disincentive effects of var1.ous 
government policies, with a report 
to you on recommendations. 



Figure 1: U.S. Share of In�ustrial �ountries' Total Exports 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

2 AUG 1978 

THE PRES IDENT C\ 
James I. Mcintyre, �rr 
National Export Policy 

The Export Pol icy· Task ·Force decision memorandum from Juanita Kreps 
requests your approval of fourteen i:nitiati'Ves that are intended' as 
a basts for a new national; export policy. I have serious .reservations 
,about the general approac:h .and many of the specific recommendations 
of the pa.per. 

Genera 1 A�proach. Th.e paper empha,si z.es that increased exports would 
'benefit t� e Un.i ted S·tates. Ever.yone can a•gree that i'mproved export 
performance would be· desi rab1 e.. Higher· exports would assist i:n 
bringing the U.S. current account deficit to a level :that could be 
sustairil ed without reduct ng output and employment. T·hi:s would reduce 
the pressure for further dollar depreciation with its attendant costs 
in inflation and stra.ins on the international monetary system. 

Proposal's to generate increased expo.rts should be the result of a 
balanced consideration of both• the likely benefits and ·costs. The 
Task Force has given some conside.ration to likely benefits and costs, 
and in doing so has modified significantly many of the original agency 
proposals. I am convin.�ed, however, that the report still overstates · 

the effect of the incentive .proposals i:n generating add;itional exports .. 
The sum of the proposals does not warrant the title 11national export 
po�·icy ,11 and their weakness as such would be readily apparent. If 

· 

you were to announce these propos a 1 s as your export poli cy, you .would 
in effect be decidi'ng to give exports no significantly higher priority 
than they have presently. 

The major recommendations involving increased incentives to U.S. 
exporters {e.g., through a modified DfSC, increases in Eximbank 
lending, or starting a new agricultural export credit program) are 
very costl:y in budgetary terms. · Furthermore, there are fundamenta 1 

disagreements over their likely effectiveness in stimulating additional 
exports because much of the effort may merely substitute for private 
initia.tives or·may sti:mu:late offsetting foreign government counter
measures. Proposing a more effective substitute for DISC, for example, 
could make it more di'fficult to reduce the foreign subsidies we are 
trying to abolish in the MTN. A new argrkultural export credit 
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program would: invite. retali.ati on by other grain exporters. Fina Hy;, in 
the _current fiscal environment, increased export :promotion expendi:tures 
will also necessttate painful budget cuts elsewhere-thereby-negaUng any 
net sttmulat.i ve effect on employment or the GNP. 

The other major group of recommendations involves reducti�ns in some of 
the current disincentives to exports. 1 would personally recommend most 
of these proposals, but I do not. beli'eve that the report adequately dis
cusses the.desira'bil ity of reducing these di:sincentives, nor does the 
report adequately describe how removal of these disincentives may sub
stantially_ harm other more important national policies. _The .report does 
not address .some other more controversial but equally important disin
centives, such- as antiboycott legislation and arms sales ceilings. _The 
business community is clearly concerned with the cumulative impact of a 
whole series of policies each of which hi.nders exports and in the aggre
gate are seriously undermining the ability of U.S. firms to compete as 
reliable exporters. On the other hand, significant modifications of the 
:POlici.es w_hich created these disincentives (export controls-,_arms sales 
ceilings, antiboycott and Hlicit payment legislation, Jackson-Vanik 
amendment) would :probably be unacceptable to us a-nd to Congress. A mu.ch 
more systematic evaluation of these disincentives than they have received 
to date is -highly desirabl'e, and some modification or clarificaUon of 
current policies may be warranted. In any case, we should examine such 
options. 

FinaHy, the memorandum recommends several sma·ll increases in Commerce 
and Agriculture Depa.rtment budgets for programs that provide .assistance 
to exporters. These programs are essentially irrelevant to the large,· 
sophtsticated exporters who would have to provide the bulk of any export 
increases. These pro.grams could be helpful to smalle.r, new-to-export 
firms who are not aware of export opportunities or lac-k the expertise to 
exploit them. I strongly believe that we could get more benefit 
politically and substantively by publicly refocusing the existing 
Department of Commerce .programs than by merely :i•ncreasing funding 
levels by $20 million. 

Recommendation 

Because the contents of the report have been widely discussed in the 
press, outright rejection of most of the proposals would be interpreted 
as an 11anti-exportn decision._ Although this would be an inaccurate 
charge, it mi'ght di!scou,rage some potentia 1 exporters and have an. 
unsettli ng impact on foreign exchange ma.rkets. Accardi ngly, I recommend 
thatthe Admi·nistrati·on take the following position on the r.eport. 

1. Because of Ute extremely tight fiscal outlook for 1980, you are not 
prepared to announce any increased funding for export promoUon now.; 
the recommendations of the task force wi 11 be cons ide red during the -
fall budget reviews when all competing needs can be considered. 
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2.. The task force repo.rt · ttsefuHy highli-ghts the ·legaimate· concern 
in the busi'ness community over the impact of numerou:s disincentives 
to exports. Therefore.-, the Administration will undertal<e an intensi
fied review of all potential impediments to-exports including a 

number of policies not examined by the task force (e.g., anti-boycott 
legtslati.on, arms sa.les ceilings). We doubt that significant changes 
are possible in many, or even any, o:f current policies but we want to 
withhold judgment ·until we have systemati'cally und.ertaken a 'net 
assessment of all the conflicting objecti·ves. This assessment wo�:�ld 
be under White House a'lis·pices because of the major pol4cy issues · 

and tradeoffs ;:nvolved . 

.. 3. Rather than c·reate st'il l  another committee, we will attempt to make 
the existing Pre_sid'ent's Export Council .effective·; its fi.rst task 
would be to assist in the-. review of export di's i ncent i'ves • 
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ADDITIONAL STAFF COMMENTS 

Watson & Congressional Liaison: no comment. 

Blumenthal, Strauss, Wexler & NSC concur. 

Wexler and Henry Owen sug.gest that while the proposed 
export policy is only a modest beginning, it be announced 
with some fanfare. 

NSC would amend recommendation #7 (page 12 of Kreps memo} 
to stress that there may still be overriding .foreign�_ 
policy reasons to exercise controls. Although alternative 
supply is important, many controls based on 'foreign 
policy consider·ations' have nothing to do with the question 
of relative availability (e.g., UN ernbarg.o on Rhodesia}. 

Strauss makes these points: 

• While the program "leaves much to be desired," he supports 
it, because "we need something now." 

• The recommenda,tions do not hinder the multilateral trade 
negotiations. 

• "Your coming forward with a program to implement Point 20 

of the Bonn Declaration • • .  (signals} the importance we 
attach to Summit commitments." 

• "I think the amounts here are so small when measured 
against the importance of presenting a credible package 
that the (economic and budgetary) costs should be borne." 

• Business, Congress and the press must be convinced that 
the package is "a good beginning -- a foundation upon 
which to build our export drive." 
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set forth 
discussion 
package. 
individl!lal 

in a significantly compressed 
because of the consensus which has 
Specific exceptions are noted 
recommendations. 

form without extensive 
developed around the 

in the discussion of 

l. 

2. 

Presidential Commitment. ln view of the psychological 
benefits accruing from a vis.tble Presidential commitment to 
exports as a high national priority, your involvement is 
necessary to a national export pohcy. Upom· your approval 
of other elements in this package, tl:le Department of 
Commerce, in coordination with appropriate White House 
staff, would be directed to develop the necessary 
announcements and activities, including the preparation of 
steps which ·could be implemented immediately. This measure 
would help supply needed direction to t�e Executive Branch 
and the Congress aAd would instill confidence in the 
business community. 

� � � � � .  All agemcies are in favor. JKAPJ"'1' "'7 _ �if ... 
Yes V No Comment �� &.--��dl/� /.Vd� � 

. ��P�e� 
Export lax Incentive. The issue of an export tax Incentive 
is a presentational as well as a substantive matter( 
Business views an export tax incentive; not necessarily the 
DlSC, as. an essential element of a credible export policy� 
Hbwever, the �eed must be balanced against the eost
effectivenes·s of such an incentive and the necessity of 
upholding U.S. obliga,tions pu�rsuant to GATT and OECD 
guidelines on subsidies. 

Administration opposition to the DISC would be reaffirmed as 
an ineffective and costly ins-trument. At the same time, the 
Administration wol!lld state· that there is no philosophical 
objection to a tax incentive per se. The Secretaries of 
Treasury and Comme·rce would I!Je directed to take under 
continuing review the .need for an effective tax incentive- to 
help the exporting community. This review must, of course, 
take into account cost�effectiveness, international economic 
policy implications, practices of other nations, and 
alternatives to tax incentives. The- Special Trade 
Representative would be directed to determine the 
relationship of any incentive to our international trade 
obligations and objectives., particularly in the M�N. 

this approach would hold out the possibility, consistent 
with the Ad�inistration's position on DISC, of finding a 
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mare effective way to assist business i9 counteractin� the 
difficulties associated with exporting and inducing them to 
unde�take efforts necessary to convert opportunities into 
actual export sales. 

The elternatives to b�is option are� (1) contintled 
apposition to the D'ISC with no possibility of proposed 
modifications or replacement; or (2) reversal ·of the 
Administration's position on the DISC. ·Either altemative 
is likely to result iA permanelilt retenlion of the present 
nisc. 

All agencies are in favor except CEA. and OMB, which ulSe I ,L 
conti:r:med opposition to the DISC. -c:::J t!>JI'I"dU �Je./ � . 

Yes No -- Comment -- � ;11'//.hy ./o � < 
---- t'eu<-J4"� .f�. 

�e> )� 3 • .  Increased Export-Import Bank ·Funding and Flexibility. The 
availability of financing is an important faclor in the 
ability to compete abroad. ifhe Export-Import .Bank is a 
vital source for this financing. You have already approved 
an FY 1980 budget mark of $3 .9 billion, a $300 millioR 
increase in direct loan authority over the FY 1979 $3�6 
billion level. The Task Force rriember agencies recommend an 
overall $500 million increase in direct loan authority in FY 
1988 to $4.1 billion. This l·arger amount would enable 
Exii!mbank to· offer iAcreased official credits to finance 
capital goods exports that the private sector is unable to 
finance. It would also permit greater Eximbank flexi'bility 
in matching foreign, goverlilment-:t18cked credits, cons.i,stent 
with U . .5. obligat.ioms under the International Arrangement on 
offici ally supported export credits, J!lad icular ly in the 
capital goods and developing country markets where financing 
is important. 

The associated costs and export consequences of the proposed 
authorization increment are indicated in the table below. 
In the longer-term there is no cost to the Government, 
because principal and interest are repaid to Eximbank. 

FOR OfFICIAL USE OiU. Y 
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E)<lMBANK FUNDING OPTION 

(millions of dollars) 

Total Authorizat�on 1/ 
Incremental Increase

-
1/ 

Budget Outlays Y -
Exports Supported 3/ 

FY 1980 FY 1981 FY 1982 

$4100 
500 

25 
35 

$4510 
558 
180 
260 

$4960 
600 
300 
430 

1/ The FY 1981-82 authorization levels are indicative and assume an 
annual 10 percent increase in direct loan authority. 

V The budget outlay is assumed to be 5 percent of the authorized 
increase the first year, 30 percent the second year and 20 

percent the third year. Additional associated loan 
disbursements occur in later years. 

Y This option assumes an Exim loan of 70 percent of the export 
price. An authorization level increase of $500 million would 
support $715 million of exports, some of which will be shipped 
and paid for (with resulting budget outlay) after FY 1982. 
Additional exports (those that would otherwise not occur) would 
be less than the total exports supported. 

Ali agencies are in favor except OMB, which reserves comment 
at this time. 

Yes V No __ _ Comment -----

4. Resolution of Method of Taxation of Americans Abroad 
(Section 911). The Congress is expected to resolve �hartly 
the issue of taxation of Americans employed abroad. Senate 
legislation would give tax relief to Americans working in 
high cost areas, living in construction camps or similar 
housing, etc., ther�by removing the present tax disincentive 
to working abroad. While the Senate version is more liberal 
than the 1976 Tax Reform Act amendment or an earlier 
Administration proposal, it is closer to the Administration 
proposal and less costly than the expected House version. 

The Administration would support the Senate version; it 
could cost approximately $310 million, as opposed to the 
$245 million cost estimated for the Administration proposal. 
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By contrast, the House version would cost appro�imately $59D 
million. In backing the Senate version, the Administration 
would have greate·r leverage dl!lring the House-Senate 
Conference. Moreove�, the Administration. would gain credit 
for resolution of this issue. 

A reasonable compromise and resolution of this issue would 
eliminate the existing business uncertainty and increase the 
competitiveness of U.S. companies' overseas bids and sales 
efforts,. The present uncertainty is causing U .S. compar:1ies 
to bring home their overseas American contract consultants 
and engineers. That has the effect of diminishing the level 
of purchases made from the United States, since foreign 
engineers and ·cor.tsultants· tend to specify prodl:Jcts made in 
their own 

_
cour;,tries, whereas H.S. personnel tend to order 1 

from the United States. L�' .rhZ� � 4'-t-t!r �� ')" 
AH agencies are in favor except OMB. fW�Df;..f', tt/c � 

/1--..� ... .-,·r-L-- /C.,/� 
Yes No Comment -�..,._,�, � . / 

--- a-D � _,� ro --- ---

�� h//..-
Reordered Priority of Small ·B�siness Incentives. SBA would 
be dire6ted· to target �p to $1QO million, abo�t 3 percent of 
its current authorization, for loans under its guarantee 
program to e·xporters and potential exporters, consistent 
with GATT and DEED limitations on subsidies .and export 
credits. No new ftJI!Ids would! be requ.ired. Small exporting 
firms meeting SBA's qualifications would be eligible for 
loan guarantees totaling up to $500,000 to meet needs for 
expanded .productiom. capacity and to ease cash :flow problems 
involv.ir:�g overseas sales d·r initial marke·ting expenses. 
These guarantees are presently available to small business 
exporters but not on a priority basis. 

All agencies are in favor. 

/ Yes No Comment -----

6. · Export Consequences of Regulations. lhe . heads of all 
departments and agencies would be directed to take ir.tto 
account and weigh as a negative factor the possible adverse 
effects on U .,S. exports ·of their rna jor admin:i!strat i ve and 
�egulatory actions that have significant export 
consequences. They would also be reql!lested to report back 
to the Regulatory Analysis Review Group in three months on 
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their progress in identifying and reducing such negative 
export effects where possible, consistent w.ith other legal 
obligations. Where agencies determine that their statutes 
would not permit them to take possible negative export 
effects into account in framing their regulations or taking 
administrative action, legislation could be considered to 
remedy this limitation. The etA would be directed to 
consider export consequences as part of the "Regulatory 
Analysis Program."' A request would also be issued to the 
independent regulatory agencies. 

This recommendation would inject better balance into 
Government decisions on issues with potentially adverse 
export consequences. The export climate would improve as 
the business community .perceived a growing Governmental 
awareness of the export consequences of its actions. 

All agencies are in favor. 

Yes ,/ No __ _ Comment 

7. Shift in Policy Reqarding Use of Export Controls as a 
foreign Policy Tool. The Departments of Commerce, State, 
Defense, and Agriculture would be directed to weigh export 
consequences as a factor, along with other factors, when 
considering the use of export controls for foreign policy 
purposes. _f.'..artj:e�lM' �e�;lg!Jt__would be_giy_e.o_t_o_wheth.er the 

u_._s_. __ goods __ in_question __ ar.e_also_avffilable_f_r.run_couniries 
_o_t b_�r_t.b.ao_tbe_U.o i ted_S_t.at.es. * 

This recommendation would help provide both U.S. sellers and 
foreign buyers with greater certainty and predictability as 
to the application -of foreign policy export controls. It 
would help reform what is regarded by some as an erratic, 
unpredictable and unfair system which often �enalizes U.S. 
exporters without depriving the potential foreign purchaser 
of goods or services. 

All agencies are in favor except NSC and State, which are 
still considering the issue. 

Yes v/" No --- Comment ____ __ 

8. Guidelines Clarifying the Foreign Corrupt Practices Act .• 
The Department of Justice, in consultation with the SEC and 

*DPS recorrunends deleting this sentence. NSC recorrunends adding the 
phrase, "recognizing tha.t nonetheless there may be overriding foreign 
policy reasons for exercisinq,_ controls." 
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Department of Commerce, would be directed bo issue 
guidelines clarifying the requirements of the Foreign 
Corrupt Practices Act. That statute direc·tly or indirectly 
generally prohfbits payments to foreig� officials for the 
purpose of sec�ring business. 

There are a number of "gray areas" where .the application of 
the law is umcertain. These uncertainties cauae business to 
forego export opportunities rather bban risk allegations of 
violating the law, particularly if export orde·rs are a small 
prqportion of the firm's business. This measure would 
redtJce the business community's uncertainty about the 
application of specific provisions of the �ew law and aboHt 
the prospectiVe enforcement policies of J�stice. The 
psychological benefit of this measu·re is expected to result 
in increased exports. 

Precedents for such guidelines include the Justice 
Dep�rtment's Antitrust GtJid� for International bperations 
and the Commerce Department's Anti-Boycott Regulations. 

All agencies are in favor except Jostic.e, which opposes 
because of the .perceived limitation on its prosecutorial 
discretion. However, the experience with the new Anti
Boycott Regulations indicates that such guidance can be 
provided withol!Jt adverse· enforcement. ·consequences. 

Ul /JJ�..U; / t24 ,/ )o-me/ f / �A.,�� 
Yes No Comment � Ji (/.&11.£ d --r-r- -,- � 

L 
_ .If? 

_ . /. '� foo11#U!JC4 
�,"�C(!# ,. //CJ .,-

A;Atitrust Business 
. 

Review Procedure and siness Educatio� ,J,/'1 Programs. The Department of Justice wo.uld be directed to 
expedite its existing Business Heview Procedure process 
further to insure prompt response to business requests for 
clarification of international antitrust issues. This 
measure would help relieve the persistent belief iA the 
.business community that the U.S. antitrust laws are a 
serious impedime�t to doing b1ilsiness abroad. A joint 
£ommerce-JtJs·tice educational campaign would also be 
initiated to ease business· uncertainty. finally, a b1!1siness 
advisory panel would be established to work with the 
National Commission for the Review of Antitrust Laws and 
Procedures. As presently constituted1 the Commission does 
not include any business representatives:. 
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All agencies are in favor. Howeverr Justice believes that 
this proposal is unnecessary because it feels its current 
Business Review Procedures are already sufficient. 

Yes t;/' No Comment --- -----

10. Expansion of Webb-Pomerene Exemption to Include Services. 
The Webb-Pomerene Act presently p·roVides an exemption to the 
Sherman Act fur U. S. firms forming a consortium for exports 
of goods. Legislation would be proposed amending the Act to 
include non-financial services within the statuto·ry 
,exemption. Similar legi·slation has been proposed recently 
by Senator lnouye and Congressman Jenrette. 

Exporters of services, particularly construction and · 

eng;ineer.i:ng services, would have greater assurances that 
their joint international efforts do not violate U.S. 
antitrust laws and would be more likely to form U.S. 
consortia to bid on larg& foreign projects in competition 
.with foreign consortia. The total contract value for major 
projects abroad in 1978-82 is estimated in excess of $500 
billion. By reducing uncertainty about the applicability of 
U�S. antitrust laws to joint �fforts, the U. S. share of 
those projects could increase. Although Justic.e motes that 
this exemption co1.1ld be unnecessary since the majority of 
such transactions may be withir.J. exi·sting law, current 
uncertainty is a major problem for business. 

All agencies are in favor except Justice, OMB, and �RB� 
whkffi, regard the proposal as unnecessary amd as tmdermining 
both our vigorous antitrust stance and our traditional 
international posture opposing export cartels. Agencies 
supporting this proposal note tha,t they fully back U.S. 
efforts in international fora to strengthen the antitrust 
practices of other nations. At the same time, they want to 
minimize the disadvantages faced by U.S. companies in the 
inte � im 

. 
negotiating p�.riod, consistent with- the intent and 4A j.o 

apphcat1on·of U.S. ant1trust laws. �het!! ;1?17 AI � 44 

Yes No / Commeot d,.,.;h fnt_A.,(-.., // ,;,._; ��rh 
11. Commerce and 

OMB would be 
State Department Export Assistance Programs. 
instructed to allocate an additional $20 

million in annual resources and, as necessdry, accompanying 
personnel ceiling increases to State and Commerce for export 
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marketing assi<stance. Commerce's export promotion budget in 
FY 197!8 was $28 million, and State's approximately $19 
million. The United States presently has proportionally the 
smallest export promotion program of all the industria1ized 
nations.. The inc·rement would affect four areas, by: 

1. Providing better information and communication thro.ugh 
modern, computer-based technology to make information on 
potential exporters, foreign buyers, alild trade 
opportunities instantly available to U.S. exporters and 
potential foreign customers. 

2. Facilitating market ·entry 'by new exporters thro�:�gh a 
program to aid associations and small companies in 
meeting initial expo·rt marketing costs, with repayment 
based o�export success. 

3. Responding to special short-term. market opportunities, 
providing· one�stop assistance to overcome export 
barriers particu1arly on major projects, and 
intensifying mafketing efforts to exploit large new 
markets. 

4. Reaching new exporters through promotional campaigns, 
state and city export expansion projects, and projects 
targeted to minority businesses. 

The expanded staffing lilecessary to carry out the enhanced 
level of activity will also require an increase in· 
commercial personnel abroad, which wo.uld be inconsistent 
with the ongoing reduction in embassy personnel taking place 
under the MODE control system� 

This proposal Would reverse the trend which has led to a 14 
percent reduction in real export assistance resources over 
the past 7 years d�:�e in large part to the theory that export 
assistance was unnecessary, because floating exchange rates

. 
/ 

would -automatically smooth out trade imbalan

A
e • �/Jtrl 

'_U1ll� p¥111""'/f'!l 
All agencies are in favor except DMB. T · � Jl1 

Yes ,/ No Comment 1'W d4J� 

12 .• Longer-Term Export Expansion Effort. A fourteen member 
group, the Committee on Export Expamsion, would be 
established to oversee implementation of the recammendations 

� ;� .. 
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in this paekage and continue the efforts begun by the 
interagency task force. It would replace the President's 
Export Council (PEC), a private secior advisory group. The 
PEC has not been active in recent. years; it is not �n 
effective mechanism to link private ·sector concerns with all 
Government agencies involved in exporting. 

Membership Commerce would chair the Committee, with 
membership being drawn from Commerce, State, Treasury, 
Labor, STR, Eximbank, SBA, and Agriculture� there would be 
six private sector members representing business and lgbor. 
No additional funding would be required, and Committee staff 
would be supplied by member agencies. 

Problems Addressed The Committee would address export 
problema of particular industrial sectors� su�h as high 
technology industries, fisheries., transportation., services 
including t'aurism, food processing, etc. It would �l:so 
develop a longer-term export expansion strategy, identifying 
potential problems affecting U .5. competitiveness .ilr:� 

overseas markets.. These include issues 'such as productivity 
and research and development, as well as shorter-term issues 
such as excessive and costly export documentgtion, 
unnecessary delays in export licensing, and the need for 
embassy assistance to ensure that U •. S. firms are not 
penalized in lost sales for obeying U.S. laws such as the 
Foreign Corrupt Pr�ctices Act. In addition, the Committee 
would be required to transmit an annual report to the 
President through the EPG on efforts made by U.S. Government 
agencies to improve or remove obstacles to U.S. export 
performance. The report would be made public. 

Creation of the Committee would help raise the priority 
placed on exports by the member agencies and help them focus 
attention on obstacles to exporting, a function similar to 
that performed in the urban area by the Interagency 
Coordinating Committee on Urban Policy. It would also 
provide both business and labor with an improved avenue for 
high-level contact with the Administration on export 
matters. 

OMB believes this propos�! wauld duplicate related efforts 
by the Reorganizational Project Staff, which is reviewing 
the economie analysis and policy machinery of the Federal 
Government. Favoring agencies note that the Committee would 
replace a generally ineffective organization (PEC), and t·hat 
the on-going reorganization study does not eover export 
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17. 

promotion issues. Moreover, it is essential that the first 
steps requested by the e�port policy package of 
recommendations be fa.nowed by efforts in a wide variety of 
other areas in an effective, continuing fashion. Otherwise 
the export ,policy package may be seen as a good beginning 
but insufficient to the 1ong;-term task. 

All agencies are in favor except OMB, CEAF Justice and FRB. 

Yes 
---

No 
---

Comment 
----'--- ,Pe- c /?/<7 � /. 

� /U_�e/l! c:/.. 

B� ADDITIONAL MEASURES 

While nat essential to increasing exports of manufactures, the 
two :measures which follow are important to our goal of improving 
the n.s. :balance of trade. 

13. Agricultural �inancing �nd Assistance. 

A. Legislation would be proposed to extend the 3-year limit 
or:1 Commodity Credit Corporation financing for medium-

. term (3 to 10 years) credit for breeding ar:1imals ·and for 
;purchas.es of agricultural commodities pursuant to 
satis.factory international gral!n ag.reements �nd other 
conditions acceptable to the United: St�tes. The first 
year cost following the s'igning of an international 
wheat agreement is difficult to predict. It could reach 
$150-300 million· and $45-85 million each year 
thereafter1 although the actual level of outlays would 
be discretionary and controlled through the budget 
process. Similar legislation has already been 
introduced in the· Congress. 

This measure would help increase U.S. agricultural 
exports to countries whose purchasing ability is limited 
by the lack of adequate credit.. T'he gr�in financing .. 
could trigger fears in other grain-exporting countries 
that the United States is moving toward a general 
program of medit�m-term agricultaral credits, and thereby 
stimulate an agricultural credit race,. To avoid t'his 
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danger the pragram would not be 
consultation with such countries, 
legislation would strictly limit the 
such a program consistent with 
obli.gations,. 

18. 

undertaken .wi thou,t 
and the enabling 
implementation of 
our international 

All agencies are in favor except DMB, CEA, FRB and Eximbank. 

Yes No Comment --- --- -----

B. Beginning in FY 1980, $5 million would go to export 
marketing assistance activities conducted by the 
Department of Agriculture for� 

establishment of foreign agricultural trade offices 
in key foreign countries to provide nne-stap export 
service and facilitate buyer-selilier contacts and 
communi!cations. Trade offices would be attached to, 
but housed separately from, the U.S. embassy 
agricultural staff. 

assessment of U.S. agricultural transportation 
system and development of measures to reduce export 
shipping delays and enhance U.S. agricultural 
delivery capacity. 

Expanded staffing overseas would be necessary to carry out 
the increas�d level of activity. Agricultural trade 
expansion legislation in process includes a provision for 
such trade offices. Administration :support for tlilis 
initiative would be consistent with stated Administration 
export initiatives. 

All agencies are i� favor except State, DMB, and CEA. State 
opposes the establishment of separate overseas agricultural 
trade offices as contrary to the unified foreigp s�vice a e.A'� 
concept. ,#�.n?IJ' /".rA.fo� � ... ,/ 
Yes 

/ to. . / k.;-rfl � � � No V Comment ,;� · J . /! 
� �rrAf.nc,.., 

Multilateral Discussion of Compensatory Defense Agreements. 
l,g consultation with Defense, Treasury, Commerce, STR, CEA, 
Md OMB, State would be directed' to consider undertakitlg 
multilateral consultations on the adverse impact of defense· 
offset sales agreements and to seek their reduction through 
the for111ulation of internationally agreed guidelines on the 
terms for future agreements. While these consultations 
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could achieve more equitable, competitive arrangements and 
could shelter tbe U.S. economy from required purchases of 
imports in excbange for arms exports, they would be lengthy 
at best. 

It is already DOD policy not to enter into compensatory 
offset agreements which obligate the DOD to make specific 
offsetting purchases. The new element in the proposal is 
the possible establishment of international guidelines 
affecting transactions in which U.S. firms are often 
subjected to economic terms imposed by foreign governments. 
Tbis would not be an extension of U.S. regulation, in that 
the U • .S. Government is already involved in these seemingly 
private transactions through the export licensing procedure. 

All ag�es are in favor. 

Yes No Comment 
-----

fOR OfFICIAL USE OHLY 



ID 783770 . ·· T H E 

FOR AGl'.i.CN. 

�t-, 0\ / 

'f� . 
INFO ONLY : THE VICE PRESIDENT 

JODY POWELL 

SUBJECT: KREPS MEMO RE NATIONAL EXPORT POLICY 

++ I I I I I I I I I I I I I r1 I I I I I I I I I I I I I I I I I I I I I I++ I I I .I I I I I I I I I I I H I I I++ 

+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) + 

+ BY: 1200 PM WEDNESDAY 26 JUL 78 + 

I I I I I •11 II I I II I I II II Ill II I II II I I II+++++++ I I I I I IIIII II I I I I I-! I++ 

ACTION REQUESTED: 

STAFF RESPONSE: ( ) I CONCUR. ( ) NO OOMMENT. ( ) HOLD .. 

PLEASE I�fE .OTHER COMMENTS BELOW: 



THE WHITE HOUSE 

WASHINGTON 

July 26, 1978 

MEMORANDUM FOR THE PRES IDENT 

FROM: ANNE WEXLER� 
SUBJECT: Secretary Kreps' Memorandum on 

National Export Policy 

Without making any substantive comments on the 
recommendations, it is important that any 
announcement stress that the actions being 

·taken are only .a beginning of a national e.ffort 
to expand our exports within the constraints of 
our agreements with our treaty partners. You 
should take .credit for having established the 
first national policy encouraging exports and 
the mechanism for comprehensively dealing with 
export policy. In this regard the proposed 
14 member committee on export expansion is very 

. important to emphasize your commitment in this 
area. 

I ncidentally, the issue on which I hear from 
almost every busiBessman is taxation of American's 
employed.abroad,....-the Section 911. issue. If the 
Congre�s is going to resolve this issue, we would 
show understanding and responsiveness to the 
business community by being out front on a 
rea·sonable compromise. 

· · 

Finally, the announcement should be put in the 
context of carrying through on our Bonn commitments. 

--W...:..,.,�--�···�···-·�···�--·�··· 
.. ... 

···························· ···················· ····················· ·············· · · ······ · · · · · · · · ······· · · · · · · ·  . . .... .......... . . . ......................... ...................................................................... , ... ,., ... , ........ . 



f.OR OFFICiAL US£ o:&LY THE SECRETARY OF COMMERCE 
Washington, D.C. 20230 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: National Export Policy 

On April 11, you directed me to chair an interagency task force to 
recommend measures to increase U.S. exports. A·ssistant Secretary 
Frank A. Weil chaired the task force's executive committee which 
reported to me. This memorandum summarizes f.or your consideration 
t'he recommendations developed by bhe fifteen member group.lJ 

Slow export growth has been an important, but inadequately 
addressed, problem. The problem did not start during this 
Administration. The seeds were planted a long time ago. The 
problem, however, has continued to grow, and its effect on the trade 
balance has become more evident. 

A cohesive package of recommendations is proposed which would 
constitute the beginnings of a national export policy and would be 
consistent with point 20 of the Bonn Summit Declaration� There is 
no quick fix for the export ptoblem, but an effective start must be 
made. The problem has been approached unsuccessfully four times by 
various Administrations since 1962.. T'he proposals in this package 
are an important and necessary first step, but a continuing effort 
will be needed. 

In large part, export success depends upon the attitude and 
motivation of business, and the psychological factors in this area 
can be almost as important as the substance of the recommendations. 
Any belief that the Administration is not sufficiently concerned 
about exports must be reversed. 

1J The ·agencies involved in the discussions were the Departments .of 
State, Treasury,. Agriculture, Justice, Commerce, Labor and 
Defense; as well as Federal Reserve, STR, OMB, CEA, NSC, DPS, 
Eximbank, and SBA. 

FOR or:r-:cuu .. us£ on!. Y 
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Last year the United States suffered a record $31 billion trade 
deficit, and most observers anticipate continued large deficits 
assuming present economic policies continue. Large imbalances could 
persist even with implementation of the Administration's energy and 
anti-inflation programs,despite increased U.S. price competitiveness 

· resulting from changes in exchange rates to date. 

Oil imports are a major factor in our deficit. However, so much 
attention has been paid to oil imports . that We have failed to 
address our other fundamental trade problem! slow export growth, 
particularly of manufactured goods, and a steadily deteriorating 
U.S. position in total world trade. 

The Export Problem -- Over the past two decades, U.S. exports have 
grown at only half the rate of other industrial nations. The 
problem has worsened during the last several years. Adjusted for 
inflation, real U.S. exports have shown virtually no growth in more 
than three years; they have contributed nothing to growth in real 
GNP, employment, or real income since 1974. Our competitors,, by 
contrast, have managed a real export growth rate (even excluding 
their exports to the United States) of nearly 4 percent per. year 
since 1974 despite slow worldwide economic growth. Consequently, 
the United States has been losing its share of world markets. Had 
the United States maintained the same share of industrialized 
country exports that it had in 1974, U.S. export� in 1977 would have 
been $13 billion larger. 

The mainstays of the U.S. export position are �gricultural goods 
($24 billion last year) and manufactured goods ($80 billion). The 
problem is particularly severe for manufactures, which are two
thirds of our exports. The volume of agricultural exports last year 
was up 16 percent from 1974; but the volume of U.S. manufactured 
goods exports has actually fallen since 1974. In 1976 we had a $12 
billion surplus in manufactures trade. That fell to a $3 billion 
surplus in 1977. Thus far in 1978, manufactures trade is in deficit 
at an annual rate of $12 billion� 

Improving ·the Current Account -- In the absence of a further dollar 
decline, there are basically two ways to improve the non-oil current 
account in addition to the energy and anti-inflati.on efforts already 
underway: non-price 'measures to reduce imports or measures to 
increase exports. 

Imports can be reduced either by slowing the U.S. economy in order 
to lessen the demand for foreign goods or by adopting a much more 
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restrictive import .policy. However, the reduction in economic 
growth �ecessary to cut imports significantly would result 1n a 
serious recession and increased unemployment. A full one percent 
reduction in GNP, for example, would reduce imports by $3 billion at 
most. A highly protectionist policy, on the other hand, would 
aggravate inflation, abrogate �.S. international obligations, and 
invite almost certain retaliation. 

It is, therefore, far preferable to deal with the non-oil trade 
problem through increased exports rather than by imposing barriers 
to imports or slowing U.S. economic growth. The agencies 
responsible for economic policy are unanimous in recommending that 
the U.S. Government should reduce the major disincentives to exports 
posed by Federal laws and regulations. There is also general 
agreement that affirmative Government incer:�tives and assistance for 
exports should be expanded. 

Reliance should not be placed on changes in the value of the dollar. 
A cheaper dollar does help improve the trade balance by lowering the 
.price of U.S. exports and raising the price of U.S. imports. A 

rough rule of thumb is that a one percent decline in the value of 
the dollar is necess-ary to improve the trade balance by $1 billion 
at an annual rate, after a two-year lag. 

The problem with dollar depreciation is that it runs serious risks 
with whi�h you are familiar, including increased private capital 
outflows that would magnify the decline of the dollar; depressed 
stock market conditions; potential increases in OPEC oil prices; 
increased inflation and, in general, difficulty in carrying out our 
foreign economic policy. 

Non-Price Factors -- Improvements in relative prices can and should 
be supplemented by selective incentives and assistance designed to 
overcome business reluct.ance to explore export opportunities and 
correct for imperfections in private markets. Exports are affected 
by factors other than price. Indeed, in many sectors, price 
competition plays a relatively minor role in export sales. Other 
factors such as financing terms, product quality and reliability, 
servicing, awareness of market opportunities, and the motivation to 
explore unfamiliar and confusing foreign markets are more 
significant for many products. To the extent that U.S. exports can 
be stimulated by dealing with these factors, further decline in the 
value of the dollar can be -avoided. 

Both business and Government accord exports a relatively low 
priority. This reflects the historically small role of exports in 

· ·.·=�--�---�-- =�-
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the national economy. Exports presently constitute only 6.4 percent 
of U.S. GNP. As a �esult, in the course of Government policy
making, export consequences are usually ignored or outweighed by 
other rnational objectives. Federal assistance to exporters is small 
and is frequently undermined by other Government actions which 
thwart export initiatives. By contrast, our major competitors 
export between 12 and 45 percent of their national output and as a 
cohsequence, give exports a much higher priority. 

The low priority which most businesses place on exporting is 
reflected by the fact that fewer than one out of ten U.S. 
manufacturers is an exporter. Over half of U.S. exports are 
accounted for by only 100 companies. Much of U.S. business is 
currently not interested in exporting. Exporting is more difficult 
than selling at home, and too many U.S. firms do not believe 
exporting is worth the effort -- even when t�eir products are priced 
competitively in foreign markets. 

An improvement in business attitudes toward ex:porting could trigger 
an expanded export effort that would have a significant impact on 
the level of U • .S. exports, a conclusion set forth in the 1978 DECO 
Economic Survey of the United States. The consensus of the agencies 
on the task force is that such an improved attitude could be 
generated by action on the part of the Administration� This is the 
objective of the meas.ures recommended. 

EXPORT POLICY RECOMMENDATIONS 

The task force considered many measures. Fourteen are recommended 
for your approval, divided into two groups. The first group 
consists of the 12 recommendations which are essential to a 
comprehensive and credible export policy. The second group contains 
two recommendations whicm are not necessarily essential for an 
export policy aimed principally a.t manufactures, where the bulk of 
the problem lies. However, these latter two recommendations are of 
considerable importance, and favorable decisions on them would 
enhance the overall impact of the program. 
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Ot'he·r Administration initiatives already taken which will have a 
substantial positive effect on exports include the determined 
efforts for a favorable conclusion to .the Multilateral Trade 
Negotiations; efforts to explore the capital formation and 
technological innovation questions which are fundamental to future 
productivity growth and export competitiveness1 and the renewed 
efforts at the Summit to obtain faster economic growth abroad. 

Notable among current Administration decisions related to exports is 
the qwestion of mandatory application of Environmental Impact 
Statements to export-related Federal Government actions. The task 
force endorses a decision to oppose such mandatory application• and 
would have made this one of its recommendations were the issue not 
addressed in a separate decision memorandum to be submitted to you 
shortly. The Environmental Impact Statement requirement could have 
a substantial negative effect on ·export sales. 

Costs and Benefits 

A better export performance by the United States would have 
significant benefits. Export demand would contribute to domestic 
expansion, thereby stimulating the •private sector and reducing the 
Government deficit needed to support any given level of employment 
and output. Stronger exports ·would also lessen the depreciation of 
the dollar that might otherwise be required to bring the U.S. 
current account deficit to a level that is sustainable over the long 
teDm, reducing the attendant costs in inflation and adverse reaction 
from foreign official holders of dollars. 

This concern for exports is matched, however, with a concern that 
measures should have a reasonable prospect of generating an 
improvement of exports commensurate with their costs -- costs in 
terms of the budget, our international responsibilities, and in 
terms of other foreign and domestic policy goals. 

Costs The measures in the bas.ic package of recommendations 
involve two kinds of expenditures: increased authorizations for the 
Export-Import Bank, and new funding for direct export assistance by 
Commerce and State. 

The aggregate 
recommendations 
represents new 
repaid in full, 

authorization for the basic package of essential 
would amount to $520 million, of which $500 million 

Eximbank lending authority. As Eximbank funds are 
actual net outlays would be $20 million, before 



taking into account 
from increased export 
which are not �art 
million. 
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the increased Federal tax revenues resulting 
activity. The two additional recommendations 

of the basic package could cost an added $305 

·Benefits The additional exports resulting from this package are 
impossible to astimate with precise numbers. Better export growth 
would result not only from improved incentives, expanded assistance, 
and an improved regula.tory climate, but ·also from increased business 
confidence. All of these are subjective but extremely important 
factors .• 

The results, however, could be substantial. The intent of the 
package is to tri gger a widespread business response toward 
increased expo.rting efforts. The extent of the response, as stated 
earlier, is in large part d�pendent upon attitudes and perception. 
The success of the me·asures•, therefore, depends upon the degree to 
which they are regarded by business as indicative of a higher 
government priority toward exports. The package is balanced to 
·maximize this perception. 

We do know the opportunity for exl'>ort expansion exists. One 
indication of this potential is ·the fact that our 1977 exports would 
have been $13 billion higher were it not for our marke·t share loss 
since 1974. Anot'her indication is the estimated $120 billion Middle 
Eastern export market related to major projects over the next five 
years. 

While the ·measures recommended certainly will not cure our trade 
ills by themselves, the agencies feel they are worth the costs. 
Their effects will be additional to t�e stimulus to exports from the 
depreciation of the dollar to date, ·success in reducing tariff and 
non-tariff barriers in the MTN, success in achieving more rapid 
economic recovery in our principal foreign markets in developed and 
developing countries, reduction in our .oil imports, and efforts to 
curtail inflation • .  For purposes of illustration, each $1 billion 
increase in exports in 1982 could add as much as $2 billion to GNP 
and $400 million to tax revenues. In addition, as many as 301000 
export-related jobs would result. 

The measures recommended would also confer an additional short-term 
benefit. Many peoplef both at home and abroad, are still not 
convinced of our determination to deal with our trade balance 
problem. Taking these actions to increase exports could in itself 
have a significant positive psychological influence on the value of 
the dollar. They would convey a clear signal to U.S. business and 
to foreign exchange markets. The recommendations which follow are 



set forth 
discussion 
package. 
individual 

in a significantly compressed 
because of the consensus which has 
Specific exceptions are noted 
recommendations. 
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form without extensive 
�eveloped around the 

in the dis.cussion of 

1. Presidential Commitment. In view of the psychological 
benefits accruing from a visible Presidential commitment to 
exports as a high nat�onal priority, your involvement is 
necessary to a national export policy. �pan your .approval 
of other elements in this package, the Department of 
Commerce, in coordination with appropriate White House 
staff, would be directed to develop the necessary 
announcements and activUies, including the .preparation of 
steps which could be implemented immediately. This meas�re 
would help supply needed direction to the Executive Branch 
and the Congress and would instill confidence in the 
business community. 

All agencies are in favor. 

Yes 
---

No 
---

Comment ____ _ 

2. Export Tax Incentive. The issue of an export tax incentive 
is a presentational as well as a substantive matter. 
Business views an export tax incenti v.e, not necessarily the 
DISC, as an essential element of a credible export policy. 
However, the need must be balanced against the ·cost
effectiveness of such an incentive and the necessity of 
upholding U.S. obligations pursuant to ·GATT and OECD 
guidelines on subsidies. 

Administration opposition to the DISC would be reaffirmed as 
an ineffective and costly instrument. At the same time, the 
Administration would state that there is no philosophical 
objection to a tax incentive per se. The Secretaries of 
Treasury and Commerce would be directed to take under 
continuing review the need for an effective tax incentive to 
help the exporting community. This review must, of course, 
take into account cost-effectiveness, international economic 
policy implications� practices bf other nations, and 
alternatives to tax incentives. The Special Trade 
Representative would be directed to determine. the 
relationship of any incentive to our international trade 
obligations and objectives, particularly in the MTN. 

This approach would hold out the possibility, consistent 
with the Administrat�on's position on DlSC, of finding a 
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more effective way to assist business in counteracting the 
difficulties associated with exporting and inducing them to 
undertake efforts necessary to convert opportunities into 
actual export sales. 

The alternatives to this option are: (l) cant inued 
opposition to the DISC with no possibility of proposed 
modifications br replacement; or (2) reversal of the 
Administration 1 s position on the DISC. Either alternative 
is likely to result in permanent retention of the present 
DISC. 

All agencies are in favor except CEA and OMB, which urge 
continued opposition to the DISC. · 

Yes --- No _ _  _ Comment ____ _ 

3. Increased Export-Import Bank Funding and Flexibility. The 
availability of financing is an important factor in the 
ability to compete abroad. The Export-Import Bank is a 
vital source for this financing. You have already approved 
an FY 1980 budget mark of $3.9 billion, a $300 million 
increase in direct loan authority over the FY 1979 $3.6 
billion level. The Task Force membe,r agencies recommend an 
overall $500 million increase in direct loan authority in FY 
1980 to $4.1 billion. This larger amount would enable 
Eximbank to offer increased official credits to finance 
capital goods e�ports that the private settor is unable to 
finance. It would also permit gr.eater Eximbank flexibility 
in matching foreign government-backed credits, consistent 
with U.S. obligations under the International Arrangement on 
officially supported export . creditsF particularly in the 
capital goods and developing country markets where financing 
is important. 

The associated costs and export consequences of the proposed 
authorization increment are indicated in the ta:ble below. 
In the longer-term there is no cost to the Government, . I 

because principal and interest are repaid to E�imbank. 
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EXIMBANK FUNDING OPTION 

·Total Authorization 1/ 
Incremental Increase

-
!/ 

Budget Outlays '1} -
Exports Supported l/ 

(millions of dollars) 
FY 1980 FY 19Sl FY 1982 

$4100 
500 

25 
35 

$4510 
550 
180 
260 

$4960 
600 
300 
430 

1/ The FY 1981-82 authorization levels are indicative and asst:Jme an 
annual 10 percent increase in direct loan authority. 

Y The budget outlay is assumed to be 5 percent of the authorized 
increase the first year, 30 percent the second y·ear and 20 
percent the third year. Additional associated loan 
disbt:Jrsements occur in later years. 

3/ This option assumes an Exim .loan of 70 percent of the export 
price� An authorization level increase of $500 million would 
support $715 million of exports, some of which will be shipped 
and .paid for (with resulting budget outlay) after FY 1982,. 
Additional export's (those that would otherwise ·not occur} would 
be less than the total exports supported. 

All agencies are in favor except DMB, which reserves comment 
at this time. 

Yes --- N o __ _ Comment ____ _ 

4. R-esolution of Method of Taxation of Americans Abroad 
(Section 911). The Congress is expected to resolve shortly 
the issue of taxation of Americans employed abroad. Senate 
legislation would give tax relief to Americans working in 
high cost areas, living in construction camps or similar 
housing, etc., ther�by remoNing the present tax disincentive 
to wotking abroad. While the Senate version is more liberal 
than the 1976 Tax Reform Act amendment or an earlier 
Administration proposal, it is closer to the Administration 
proposal and less costly than the expected House version. 

The Administration would support the Senate version; it 
could cost approximately $310 million, as opposed to the 
$245 million cost estimated for the Administration proposal. 
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By contrast, the House version would cost 
millim1. In backing the Senate version, 
would have greater leverage during 
Conference. Moreover, the Administration 
for resolution of this issue. 
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approximately $590 
the Administration 
the House-Senate 

would gain credit 

A reason�ble compromise and resolution of this issue would 
eliminate the existing business uncertainty and increase the 
competitiveness of U.S. companies' overseas bids and sales 
efforts. The present uncertainty is causing U.S. companies 
to bring home their overseas American centract censultants 
and engineers. That has the effect of diminishing the level 
of purchases made from the United States, since foreign 
engineers and consultants tend to specify products made in 
their own countries, whereas U.S. personnel tend to order 
from the United States. 

All agencies are in favor except DMB. 

Yes No C.omment 
--- --- -----

5. Reordered Priority of Small Business Incentives. SBA would 
be directed to target up to $100 million, about 3 percent of 
its ·current authorization, for loans under its guarantee 
program to exporters and potential exporters� consistent 
with GATT and OECD limitations on subsidies and export 
credits. No new funds would be required. Small exporting 
firms meeting SBA's qualifications would be eligible for 
loan guarantees totaling up to $500,QOO to meet needs for 
expanded production capacity and to ease cash flow problems 
involving overseas sales or initial marketing expenses. 
These guarantees are presently available to small business 
exporters but not on a priority basis. 

All agencies are in favor. 

Yes No Comment 
--- --- -----

6. Export Consequences of Regulations. The heads of all 
departments and agencies would be directed to take into 
account and weigh as a negative factor the possible adverse 
effects on U.S. exports of their major administrative and 
regulatory actions that have significant export 
consequences. They would also be requested to report back 
to the Regulatory Analysis Review Group in three months on 

·,, 
.-. 
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Department of Commerce, would be directed to issue 
guidelines clarifying the requirements of the Foreign 
Corrupt Practices Act. That statute directly or indirectly 
generally prohibits payments to foreign officials for the 
purpose of securiRg business. 

Tmere are a number of "gray areas" where the application of 
the law is Lmcerta·in. These uncertainties cause business to 
forego e�port opportunities rather than risk allegations of 
violating the law, partitularly if export orders are a small 
proportion of the firm's 'business. This meast�re would 
reduce the business community's uncertainty about the 
application of specific provisions of the new law and about 
the prbspective enforcement policies of Justice. The 
psychological benefit of this measure is expected to result 
in increased exports. 

Precedents for such guidelines include the Justice 
DepartmeRt's Antitrust Guide for International Dperations 
and the Commerce Department's Anti ... Boycott Regulations. 

All agencies are in favor except Justice, which opposes 
because of the perceived limitation nn its prosecutorial 
discretion. However, the experience with the new Anti
Boycott Regulations indicates that such guidance can be 
provided without adverse enforcement consequences. 

Yes No Comment 
--- ---

9. Antitrust Business Review Procedure and Business Edi:Jcation 
Programs. The Department of Justice would be directed to 
expedite its existing Business Review Procedure process 
further to insure prompt response to business requests for 
clarification of international antitrust issues. This 
measure would help relieve the persistent belief in the 
business community that the U.S. antitrust laws are a 
serious impediment to doing business abroad. A joint 
Commerce-Justice educational campaign would also be 
initiated to ease business uncertainty. Finally, a business 
advisory panel would be established to work with the 
National Commission for the Review of Antitrust Laws and 
Procedures. As presently constituted, the Commission does 
not include any business representatives. 
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All agencies are in favor. However, Justice believes that 
this proposal is unnecessary because it feels its current 
Business Review Procedures are already sufficient. 

Yes·--- No __ _ .Comment -----

10. Expansion of Webb-Pomerene Exemption to Include Services. 
The Webb-Pomerene Act ,presently provides an exemption to the 
Sherman Act for U.S. firms forming a co.nsortium for exports 
of goods. -Legislation would be proposed amending the Act to 
include non-financial services within the statutory 
exemption. Similar legislation has been proposed recently 
by Senator Inouye and Congressman Jenrette. 

Exporters of services, particularly construction and 
engineering services, would have greater ass�rances that 
their joint international efforts do not violate U.S. 
antitrust laws and would be more likely to form U.S. 
consortia to bid on large foreign projects in competition 
with foreign consortia. The total contract value for major 
projects abroad in 1978-82 is estimated in excess of $500 
billion. By reducing ur>�certainty ·about the applicability of 
U.S. antitrust laws to joint efforts. the U.S. share of 
those projects could increase� Although Justice notes that 
this exemption could be unnecessary since the majority of 
such transactions may be within existing law, c.urrent 
uncertainty is a rna jar problem for b.usiness. 

All agencies are in favor except Justice. OMB. and fRB, 
which regard the proposal as unnecessary and as undermining 
both our vigorous antitrust stance and our traditional 
international posture opposing export cartels. Agencies 
supporting this proposal note that they fully back U.S. 
efforts in international fora to. strengthen the antitrust 
practices of other nations. At the same time, they want to 
minimize the disadvantages faced by U.S. companies in the 
interim negotiating period, consistent with the intent and 
application of U.S. antitrust laws·. 

Yes --- No --- Comment ---'----

11. Commerce and State Department Export Assistance Programs. 
OMB would be instructed to allocate an additional $20 
million in annual resources and, as necessary, accompanying 
personnel ceiling increases to State and Commerce for export 
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marketing assistance. tommerce's export promotion budget in 
FY 1978 was $28 million, and State's appro�imately $19 
million. The United .States .presently has proportionally the 
smallest export promotion prbgram of all the industrialized 
nations. The increment would affect four areas, by: 

1. Providing be.tter information and communication through 
modern, computer-based technology to make ·information on 
potential exporters, foreign buyers, and trade 
opportunities instantly available to U.S. exporters and 
potential foreign customers. 

2. Facilitating market entry by new exporters through a 

program to aid associations and small companies in 
meeting initial export marketimg costs, wi_th repayment 
based un export success. 

3. Responding to special short-term mark�t opportunities, 
providing one-stop assistance to overc.ame export 
barriers particularly on major projects, and 
intensifying marketing efforts to exploit large new 
markets. 

4. Reaching new exporters through promotional campaigns, 
state and ·city export expansion projects, and projects 
targeted to minority businesses. 

The expanded staffing necessary to carry out the enhanced 
level of activity will als.a require an increase in 
commercial personnel abroad, which would be inconsistent 
with the ongoing reduction in embassy personnel taking place 
under the MODE control system. 

This proposal would reverse the trend which has led to a 14 
percent reduction in real export assistance resources over 
the past 7 years due in large part to the theory that export 
assistance was unnecessary, because floating exchange rates 
would automatically smooth out trade imbalances� 

All agencies are in favor except OMB. 

Yes No Comment 
--- --- -----

12. Longer-Term Export Expansion Effort. A fourteen member 
group, the Committee on Export Expansion, w.auld be 
established to oversee implementation of the recommendations 
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in this package and continue the efforts begun by the 
interagency task force. It would replace the President's 
Export Council (PEC), a private sector advisory group. The 
PEC has not be.en active in recent years; it is not an 
effectiVe mechanism to link private sector concerns with all 
Government agencies involved in exporting. 

Membership Commerce would chair the. Committee., with 
membership being drawn from Commerce, State, Treasury, 
labor, STR, Eximbank, SBA, and Agriculture; there would be 
six private sector members representing business and labor. 
No additional funding would be required, and Committee staff 
would be supplied by member agencies. 

Problems Addressed The Committee would address export 
problems of particolar industrial sectors, soch a s  high 
technology industries, fisheries, transportation, services 
including tourism� food processing, etc. It would also 
develop a longer-te·rm export expansion strategy, identifying 
potential problems affecting U .. S. competitiveness in. 
overseas markets. These include issues such as productivity 
and research and development, as well as shorter-term issues 
such as excessive .and dostly export documentatiom, 
unnecessary delays in export licensing, and the need for 
embassy assistance to ensure that U.S. firms are not 
penalized in lost sales for obeying U.S. laws such as the 
Foreign Corrupt Practices Act. In addition, the Committee 
would be required to transmit an annual report to the 
President through the EPG on efforts made by U.S. Go�ernment 
agencies to improve nr remove dbstacles to U.S. export 
performance. The report would be made public. 

Creation of the Committee would help raise the priority 
placed on exports by the member agencies and help them focus 
attention on obstacle s to exporting, a function similar to 
that performed in the urban area by the Interagency 
Coordinating Committe.e on Urban Policy. It would also 
provide both business and labor with an improved avenue for 
high-level contact with the Administration on export 
matters. 

OMB believes this proposal would duplicate related efforts 
by th.e Reorganizatiollal Pro jed Staff, which is reviewing 
the economic analysis and policy machinery of the Federal 
Government. Favoring agencies note that the Committee would 
replace a generally ineffective organization (PEC), and that 
the on-going reorganization study does not cover export 
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promotion issues. Moreover, it is essential that the first 
steps requested by the export policy package of 
recommendations be followed by efforts in a wide variety cf 
other areas in an effective, continuing fashion. Otherwise 
the export policy package may be seen as a good beginning 
but insufficient to the long-term task. 

All agencies are in favor except OMB, CEA, Justice and FRB. 

Yes No Comment 
--- --- -----

B. ADDITIONAL MEASURES 

While not essential to increasing exports of manufactures, the 
two measures which follow are important tb our goal of improving 
the U.S. balance of trade. 

13. Agricultural F.ina!'lcing and Assistance. 

A. Legislation would be proposed to extend the 3-year limit 
on Ccmmodity Credit Corporation financing for medium
term (3 to 10 years } credit fbr breeding animals and for 
purchases of agricultural commodities pursuant to 
satisfactory international grain agreements and other 
conditions acceptable to the United States. The first 
year cost following the signing of an international 
wheat agreeme�t is difficult to predict. It could reach 
$150-300 million and $45�85 million each year 
thereafter, although the actual level of outlays would 
be discretionary and controlled through the budget 
process. Similar legislation has already been 
introduced in the Congress. 

This measure would help increase U.S. agricultural 
exports to countries whose purchasing ability is limited 
by the lack of adequate credit. The grain financing 
could trigger fears in other grain-exporting countries 
that the United States is moving toward a general 
program of medium-term agricultural credits, and thereby 
stimulate an agricultural credit race. To avoid this 

,.,.1!'7' .• , 
t;;.�:.., ti 
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danger the program would not be 
consultation with such countries, 
legislation would strictly limit the 
such a program consistent with 
obligations. 
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undertaken without 
and the enabling 
implementation of 
our international 

All agencies are in favor except OMB, CEA� FRB and Eximbank. 

Yes No Comment 
--- --- -----

B. Beginning in FY 19aO, $5 million wnuld go to export 
marketing assistance activities conducted by the 
Department of Agriculture for: 

establtshment of foreign agricultural trade offices 
in key foreign countries to provide or:�e-s.top export 
service and facilitate buyer-seller c.ontacts and 
communicatioms. Trade offices would be attached to, 
but housed separately from, the U.S. embassy 
agricultural staff. 

assessment of U.S. agricultural transpo�tation 
system and development of measures t0 reduce export 
shipping delays and enhance U.S. agricultural 
delivery capacity. 

Expanded staffin9 overseas would be necessary to carry out 
the increased level of activity. A9ricultutal trade 
e�pansion legislation in process includes a provision for 
such trade offices. Administration support for this 
initiative would be cnnsistent with stated Administration 
export initiatives. 

All agencies are in favor except State-, OMB, and CEA. State 
opposes the establishment of separate overseas agricultural 
trade offices as contrary to the unified for�ign service 
concept. 

Yes No Comment 
--- -.,-----

14. Multilateral Discussion of Compensatory Defense Agreements. 
In consultation with Defense, Treasury, Commerce, STR, CEA, 
and OMB, State would be directed to consider undertaking 
multilateral consultations on the adverse impact of defense 
offset sales agreements and to seek their reduction through 
the formulation of internationally agreed guidelines on the 
terms for future. agreements. While these consultations 
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could achieve more equitable, competitive arrangements and 
could shelter the U.S. economy from required purchases of 
imports in exchange for arms exports, they would be lengthy 
at best. 

It is already DDD policy not to enter into compensatory 
offset agreements which obligate the DOD to make specific 
offsetting pt:Jrchases. The new element in the proposal is 
the possible est�blishmeRt of international guidelines 
affecting transactions in Whit� U.S. firms are· often 
sUbjected to economic terms imposed by foreign gove�nments� 
This would not be an extension of U.S. regulation, in that 
the U.S. Government is already involved in these seemingly 
private transactions through the export licensing procedure .• 

All agencies are in favor. 

Yes --- No __ 
_ 

Comment ____ _ 
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their progress in identifying and reducing such negative 
export effects where possible, consistent w.ith other legal 
obligatior.ts. Where agencies debermine that their statutes 
would not permit them to take possible negative export 
effects into account in framing their regulations or taking 
administrative action, legislation could be considered to 
remedy this limitation. The CEA would be directed to 
consider export consequences as part of the "Regulatory 
Analysis Program." A request would als.o be i.ssued to the 
independent reg�latory agencies. 

This recommendation would inject better balance into 
Government decisions on issues with potentially adverse 
export · consequences. The export climate would improve as 
the business community perceived a growing Governmental 
awareness of the export consequences of its actions. 

All agencies are in favor. 

Yes No Comment --- --- -----

7. Shift in Policy Reaarding Use of Export Controls as a 

Foreign Policy Tool. The Departments of Commerce, State, 
Defense, and Agriculture would be directed te weigh export 
consequences as a factor, along with other factors� when 
considering the use of export controls for foreign policy 
purposes. Particular weight would be given to whether the 
U.S. goods in question are also available from countries 
other than the United States l?�:c.oGIII rz ... JitJr;. 7IH:Ir lll"fll6miHE:.S TN€'8'= 
mAv BE tJt/�lf•OuJG- t=ol?t:ll'pt) Po2,e{ l?t:ASo.J.J t=-oR e�tn?ei::,;..;r;, (!.o�Tf!itJ�J. 

\ 

This recommendation would help provide both U.S. sellers and 
foreign buyers with greate·r certainty and predictability as 
to the application of foreign policy export controls. It 
would help reform what is r.egarded by some as an e·rratic, 
unpredictable and unfair system which often penalizes U.S. 
exporters without �epriving the potential foreign purchaser 
of goods or services. 

All agencies are in favor except NSC and State, which are 
still considering·the issue. 

Yes No Comment 
--- --- -----

B. Guidelines Clarifying the Foreign Corrupt Practices Act. 
The Department of Justice, in consultation with the SEC and 
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THE WHITE HOUSE 

WASHINGTON 

THE PR�SIDENT 

HENRY OWEN '(@ 

National Export Policy 

-CONFIOENTIPJ 
4541 

July 25, 1978 

Juanita Kreps is sending you the recommendations of the inter
agency task force on means to increase US exports. 

Increased exports are essential if we are to reduce the current 
account deficit. Other measures (energy, anti-inflation, etc.) 
will help, but they cannot do the job alone. 

Juanita Kreps' recommendations would put us on the road to im
proved export performance, which the US pledged to seek in the 
Summit Declaration. No doubt there are arguments against each 
recommendation. But unless the essential package is approved, 
they will not have the desired effect. A few isolated actions 
will not do the job. 

If you approve the package, it would be good if it could be 
announced as such, with a certain amount of fanfare. This would 
give you an opportunity to make clear that promoting exports is 
a goal to which you assign the highest priority. To underline 
this point� you might indicate your willingness, which you men
tioned a while back, to spend a day with the fifty State governors 
discussing how each of them could improve his or her State's ex
port promotion. Export promotion has been the step-child for the 
US Government and, I suspect, for US business for so long that 
only strong Presidential leadership, coupled with concrete measures 
to stimulate exports, will turn the situation around. 

Expanding US exports should be politically popular. You would be 
the first President in recent history to take effective action to 
create a national export policy, which would mean more jobs for 
more Americans. 

I do not want to overstate the merits of Secretary Kreps' proposal, 
because the measures proposed are modest. But they are a beginning 
and, if presented as such, would be well received by business and 
the public generally. 

There is one recommendation in this report on which I do not feel 
competent to comment: the proposal for a shift in policy regarding 
use of export controls as a foreign policy tool (Item #7). This 
raises issues with wider implications, which I have not studied 
����;��ently to jcroudge. Ot�e�w�se, I recommend approval of the 
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FOR AC'l'IONr: STU EIZENSTAT 

JACK WATSON 
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ZBIG BRZEZINSKI 

CHARLIE SCHULTZE 

INFO ONLY: THE VICE PRESIDENT 

JODY POWELL 

SUBJECT: 

ANNE WEXLER 

JIM MCINTYRE . 

HAMILTON JORDAN 
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ACTION REQUESTED: 

STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT. ( . ) HOLD. 

PLEASE NOfE OTHER CO�S BELOW: 



• t � •. --
-. 

THE SPECIAL: REPRESENTATIVE FOR 

TRADE NEGOTIATIONS 

WASHINGTON 

21 JUL 191l& 

MEMORANDUM FOR THE PRESID·ENT 

FROM Ambassador Robert S. 

SUBJECT·: Task Force on Export Policy 

I 

Secre.tary Kreps has sent you a set of recommendations 
that would comprise a beginning of an Export Policy. 
I have followed its development and while it leaves 
much to be desired, I support it. 

The 'business community, the Hill and: the press have 
been moni.toring this initiative closely. I think it 
is politically, as well as economically, crucial that 
they be conv.inced t!l:lat the package is a good beginning-
a foundation upon which .to build our export drive. In 
light of the Administrationis domestic and international 
commi tme:h-t to an expanded and vigorous export· effort, 
I am certain we need something now. 

The- recommendations will not hinder our current efforts 
in. the multilateral trade negotiations. Moreover, in 
the wake ·Of the Bonn Summit, the timing for announcing 

. this program is appropriate.· Your coming forward with 
a program to implement Point 2.0 of the Bonn· Declaration 
so �:bon after the Summit-would signal to the other nations 
the importance we attach to the Summit commitments and 
bur intention to perform. · 

· There have, as you: know, been some economic and budge.tary 
arguments advanced again'st some of the proposal.s in the 
package. Despite my overall budget views, which you 

· 

know, I think that the amounts here are. so small when 
measured against the importance of presenting a credible 
package that the costs should be borne. 



2 

I have been working with excellent peop.le in the 
private sector on a high-level ,Presidential Commission· 
on this subject--a Hoover-type-·-or Paley-ty.pe--which 
I will furnish you soon. 



THE SECRETARY OF THE TREASURY 

WASHINGTON 20220 

July 24, 1978 

MEMORANDUM FOR THE PRESIDENT 

Subject: Export Policy Task Force Report 

I urge you to approve the recommendations contained in 
the Export Policy Task Force report being sent to you by 
Secretary Kreps. Taken together, these recommended actions 
would' improve our export performance and help achieve the 
objectives of our balance o£ payments policy. 

The export program must be a credible complement to the 
othe,r two components of our dollar strategy: checking oil 
imports and curbing inflation. It's also important in trade 
policy terms as an alternative to limiting imports. 

The psychology of the program is almost as important as 
its substance. We must convince two key audiencies: 

the exchange market, that we are s.er ious about 
defending the dollar over the long pull; 

the u.s. business community, that the USG does 
care about exports and will assist rather than 
hobble them. 

The·package of recommendations has been watered-down 
considerably to meet the objections of various agencies. 
While I would prefer a more vigorous export program, I 
believe the recommendations as presented to you consti
tute a minimum credible package. 

Recommendation 

That you approve the paekage of recommendations from 
the Export Policy Task Force. 

� 
w. Michael Blumenthal 



THE WHITE HOUSE 

WASHINGTON 

July 26, 1978 

MEMORANDUM FOR THE PRESIDENT 

FROM: ANNE WEXLER� 
SUBJECT: Secretary Kreps' Memorandum on 

National Export Policy 

Without making any substantive comments on the 
recommendations, it is important that any 
announcement stress that the actions being 
taken are only a beginning of a national effort 
to expand our exports within the constraints of 
our agreements with our treaty partners. You 
should take credit for having established the 
first national policy encouraging exports and 
the mechanism for comprehensively dealing with 
export policy. In this regard the proposed 
14 member committee on export expansion is very 
important to emphasize your commitment in�this 
area. 

Incidentally, the issue on which I hear from 
almost every businessman is taxation of American's 
employed abroad--the Section 911 issue. If the 
Congress is going to resolve this issue, we would 
show understanding and responsiveness to the 
business community by being out front on a 
reasonable compromise. 

· 

Finally, the announcement should be put in the 
context of carrying through on our Bonn commitments. 
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