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OVERSIGHT ON GOVERNMENT PROCUREMENT
CODE AND RELATED AGREEMENTS

WEDNESDAY, JUNE 9, 1982

: U.S. SENATE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,
COMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 9:03 a.m. in room
2221, Dirksen Senate Office Building, Hon. John C. Danforth
(chairman) presiding.

Present: Senators Dole, Danforth, Chafee, Heinz, and Grassley.

[The press release announcing the hearing and the prepared
statements of Senator Dole and Senator Danforth follow:] -
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Press Release 82-139

PRESS RELEASE

FOR IMMEDIATE RELEASE ' UNITED STATES SENATE

May 27, 1982 COMMITTEE ON FINANCE
Subcommittee on International
Trade ’

2227 pirksen Senate Office

FINANCE SUBCOMMITTEE ON INTERNATIONAL TRADE
SETS OVERSIGHT HEARING ON GOVERNMENT PROCUREMENT CODE
AND RELATED AGREEMENTS

Senator John Danforth, Chairman of the Subcommittee on-In-
ternational Trade of the Senate Committee on Finance, announced today
that the Subcommittee will hold an oversight. hearing on Wednesday,
June 9, 1982 on the operation of the Agreement on Government Pro-
curement and related Trade agreements. Senator Danforth noted that
the Government Procurement Code has been in effect since January 1,
1981, and that the related U.S.-Japanese agreement on purchases by .
Nipon Telephone and Telegraph has been in effect since December 17,
1980. Senator Danforth indicated that, among other matters, the
Committee will receive testimony on the effect of the Code on U.S.
producers and the extent to which U.S. producers have been able to
make sales to foreign governments and related organizations. The
hearing will also focus on plans for the scheduled negotiation of
entity coverage under the code. Senator Danforth stated that because
of time constraints this initial hearing will be limited to Government
witnesses only.

The hearing will beqin at 9:00 a.m. in Room 2221 of the
Dirksen Senate Office Building.

Written statements. Any person who desires to present views
to the Subcommittee Is urged to prepare a written statement for
submission and inclusion in the printed record of the hearing. These
written statements should be typewritten, not more than 25 double-
spaced pages in length, and mailed with five copies to Robert E.
Lighthizer, Chief Counsel, Committee on Finance, Room 2227, Dirksen
Senate Office Building, washington, D.C. 20510. 20510, not later than
Tuesday, June 22, 1982.

P.R. #82-139



- STATEMENT OF Sz NATOR DoLE

MrR. CHAIRMAN, THIS HEARING PROVIDES ANOTHER TIMELY
OPPORTUNITY FOR THE COMMITTEE TO REVIEW THE RESULTS OF THE ToKYO
ROUND OF MULTILATERAL TRADE Nssprlnrroué (MINs). ALREADY THIS
YEAR, THE SUBCOMMITTEE, UNDER YOUR LEADERSHIP, HAS REVIEWED MANY
OF THE AGREEMENTS COMPRISING THE MTNs--AND THE LACK OF AGREEMENTS
IN SOME AREAS, SUCH AS TRADE IN SERVICES AND SAFEGUARDS
PROCEDURES. | HAVE NOT BEEN ALTOGETHER ENCOURAGED BY THESE
REVIEWSs [N PARTICULAR, | HAVE BEEN CONCERNED ABOUT THE FAILURE
OF THE SuBSIDIES (ODE TO BRING BETTER DISCIPLINE TO EXPORT
SUBSIDIES AND OTHER UNFAIR PRACTICES IN AGRICULTURAL TRADE.

T&oAv WE WILL HEAR FROM THE ADMINISTRATION ON WHAT SOME

- PREDICTED WOULD BE THE MOST IMPORTANT OF THE MTN AGREEMENTS--THE
GOVERNMENT PROCUREMENT CODE. AMONG.THE SEVENTEEN MTN AGREEMENTS
APPROVED IN THE 1979 TRADE AGREEMENTS ACY, ONLY THE GOVERNMENT
PROCUREMENT AND STANDARDS CODES ADDRESSED AREAS OF TRADE NOT
PREVIOUSLY SUBJECT TO SIGNIFICANT INTERNATIONAL RULES. THE
AOMINISTRATION IN 1979 ESTIMATED THAT $25 BILLION WORTH OF TRADE
WOULD BE NEWLY OPENED WORLDWIDE TO INTERNATIONAL COMPETITION AS A
RESULT OF THE TRANSPARENT PROCUREMENT PROCEDURES MANDATED BY THE
Cobe- | BELIEVE U.S. PRODUCERS ARE FULLY COMPETITIVE IN MOST
SECTORS COVERED BY THE CODE, AND | HOPE OUR WITNESSES TODAY WILL
PROVIDE EVIDENCE THAT THIS POTENTIAL IS BEING REALIZED-



-MoST OTHER NATIONS ARE UNACCUSTOMED TO THE PRINCIPLE OF
TRANSPARENCY [N GOVERNMENT PROCUREMENT ACTIONS, AND MosT U.S.
FIRMS-~PARTICULARLY SMALL BUSINESSES--DO NOT HAVE THE CAPACITY TO
.HONITOR POTENTIAL PROCUREMENTS. THE EXEcCUTIVE BRANCH THUS MUST
PURSUE TWO MISSIONS IF THE (ODE IS TO BE EFFECTIVE: TO POLICE
VIGILANTLY COMPLIANCE WITH THE CODE BY OTHER CONTRACTING PARTIES,
AND TO PUBLICIZE FOREIGN SOLICITATIONS WIDELY IN THE U.S.
BUSINESS COMMUNITY. 1IN ITS “STATEMENT OF ADMINISTRATIVE ACTION®
PRECEDING THE PASSAGE OF THE 1979 AcT, THE CARTER ADMINISTRATION
OUTLINED OVER 40 ACTIONS TO ACCOMPLISH THESE TWO ESSENTIAL
MISSIONS. | AM SUBMITTING FOR THE RECORD THE RELEVANT PAGES OF
THE STATEMENT. | REQUEST THAT, TO SUPPLEMENT THEIR TESTIMONY
TODAY, A4BASSADOR BROCK AND UNDERSECRETARY O.MER INSTRUCT THEIR
STAFF LATER TO SUPPLY TO THE COMMITTEE A DETAILED-REPORT ON WHAT
STEPS THE EXECUTIVE BRANCH HAS UNDERTAKEN TO IMPLEMENT THE
SUGGESTIONS IN THE 1979 STATEMENT. -

[ XNOW THAT OUR WITNESSES SHARE MY BELIEF THAT THE UNITED
STATES MUST ACTIVELY PURSUE IMPLEMENTATION OF THE (0DE. THIS IS
ESSENTIAL NOT ONLY FOR THE DIRECT EXPORY OPPORTUNITIES THE (o DE
OFFERS, BUT MORE IMPORTANTLY, TO DEMONSTRATE THE VALUE OF
EXTENDING INTERNATIONAL TRADE RULES TO NEW AREAS OF TRADE AND
PREVIOUSLY UNDISCIPLINED TRADE BARRIERS: | UNDERSTAND THAT
LITTLE DATA EXISTS BY WHICH TO VERIFY THE EFFICACY oF THIS (oDE,
BUT | BELIEVE THAT AFTER ONE AND ONE-HALF YEARS THE UNITED STATES
SHOULD HAVE A STRONG SENSE OF WHERE THE (ODE IS LEADING. ] HOPE
OUR WITNESSES CAN_CONFIRM THAT THE DIRECTION IS POSITIVE.

THANK YoU.



STATEMENT OF CHAIRMAN JOHN C. DANFORTH
June 9, 1982
Subcommittee on International Trade

Oversight Hearing on the Government
Procurement Code and Related Agreements

¥hen negotiations on the Government Procurement Code were
completed as part of the Tokyo Round of Multilateral Trade Negotia-
tions, the Code was heralded as perhaps the single most important
agreement in the MTN in terms of expanded export opportunities.

One Admin?stration document describing the results of the MTN cited
“an estimated $25 billion in annual foreigp government procurement
that would be opened up to competitive U.S. exporters.

Perhaps the Government Procurement Code represents the clearest
examp%e of a multilateral agreement based on the principle of recip-
rocal market access--where each country was expected to include
governmept.entities with purchases substantially equivalent to those
offered by other Code signatories, in terms of quantity and quality, and
only those countries participating in the Code were allowed to
participate in the markets opened up by the Code.

The Governmeant Procurement Code has now been in place for one-
and-a-half years, and this Committee is extremely interested in
learning whether the agreement appears to be living up to expectations.
To this end, a number of questions deserve careful study and sub-
stantive answers.

--  Are foreign governments ii¢ing up to their commitments

under the Code?

98-072 0 - 82 - 2



--  Are U.S. exporters being given adequate opportunities

to make sales to foreign governments? and

-- How have these new opportunities under the Code

translated into actual sales?

A key agreement of inte*est to the Committee, related to the
Goverfiment Procurement Code, is the bilateral agreement between the
United States and the Government of Japan on procurement by Japan's
quasi-governmental telecommunications entity--Nippon Telephone and
Telegraph, or NTT. This agreement was reached in December of 1980
and may prove to be the key indicator of whether or not Japan is
serious about opening its market to competitive fo;éign products.

The success or failure of this agreement--designed to provide access
for U.S. firms in a high technology sector that has been traditionally
controlled, nurtured, and protected by Japan--will give us important
insights about real Japanese intentions.

To this end, the Committee would be particularly interested
in any successes American firms have had in moving into the
Japanesg market for telecommuﬁications~-both in terms of direct sales
to NTT, joint research and development activities, and in terms of
sales in the interconnect market.

Finally, in view of the renegotiation of the Government Procure-
ment Code scheduled for next yeér, the Committee would be intereste&
in Administration intentions and activities for broadening the coverage
of the Code with respect to certain sectors n&t adequately covered in
the original agreement. In particular, we would be interested in plans
for the inclusion of such sectors as telecommunications, heavy electrical
equipment and transportation equipmenf--sectors that could further expand
the benefits accruing to competitive U.S. expor;ers under the Government

Procurement Code.
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Senator DANFORTH. When negotiations on the Government Pro-
curement Code were completed as part of the Tokyo round of mul-
tilateral trade negotiations, the Code was heralded as perhaps the
single most important agreement in the MTN in terms of expanded
export opportunities.

One administration document describing the results of the MTN
cited an estimated $25 billion in annual foreign government pro-
curement that would be opened up to competitive U.S. exporters.

The Government Procurement Code has now beén in place for
1% years, and this committee is interested in learning whether the
agreement appears to be living up to expectations. To this end, a
number of quesfions deserve careful study and substantive an-

- swers.

Are foreign governments living up to the commitments under
the Code? - -

- Are U.S. exporters being given adequate opportunities to make
sales toforeign governments?

And, how have these new opportunities under the code translat-
ed into actual sales?

The key agreement of interest to the committee is the bilateral
agreement between the United States and the Government of
Japan on procurement by Nippon Telephone and Telegraph, or
NTT. This agreement may prove to be the key indicator of whether
or not Japan is serious about opening its markets to competitive
foreign products.

To this end, the committee would be particularly interested in
any successes American firms have had in moving into Japanese
markets for telecommunication both in terms of direct sales to
NTT, joint research and development activities, and in terms of
sales to the interconnect market. )

Finally, in view of the renegotiation of the Government Procure-
ment Code scheduled for next year, the committee would be inter-
ested in administration intentions and activities for broadening the
coverage of the code with respect to certain sectors not adequately
covered in the original agreement, and particularly we would be in-
terested in plans for the inclusion of such sectors as telecommuni-
cations, heavy electrical equipment, and transportation, sectors
that could further expand the benefits accruing to competitive U.S.
* exporters under the Government Procurement Code.

nator Dole? )

Senator DoLe. Well, thank you, Mr. Chairman. I have.a brief
statement which I would ask be made.a part of the record, and I
would only take a moment to summarize it.

This hearing does provide another timely opportunity for the
committee to review the results of the Tokyo round-of multilateral
trade negotiations.

Already this year the subcommittee under your leadership has
reviewed many of the agreements comprising the MTN’s and the
lack of agreements in some areas such as trade and services and
safeguard procedures. I have not been altogsiher encouraged by
some of these reviews, particularly I have been concerned about
the failure of the Subsidies Code to bring better discipline to export
subsidies and other unfair practices in agricultural trade.
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But, Mr. Chairman, I thank you for your leadership, and I am
anxious to hear our two witnesses this morning as we address these

grtant problems.

ator DANFORTH. Senator Heinz?

Senator HEiNz. Mr. Chairman, thank you. I have an opening
statement, and I ask unanimous consent that it be placed in the
record in its entirety.

[The prepared statement of Senator Heinz follows:]



SENATOR JOHN HEIN2 JUNE 9, 1982

Subcommi ttee on'International Trade Oversight Hearing on the
Uperation of the Government Procurement Code and Related
Agreements

Opening Statement -

Mr. Chairman, I am looking forward to this hearing with
considerable interest, in large part because of my long standing
skepticism about the Government Procurement Code.

In 1979, when Congress considered and ultimately adobted
legislation implementing the Code, I had a number of reservations
about that action, which I suspect have been borne out by the
results since then. Essentially my concern has been that any
system that depends on mutual transparency and openness in a
decision making proéess which has historically been closed and
subjective is one which is likely to work to our disadvantage,
because, as usual, we will plai by the rules while the others
find ways to avoid them.

While I think we all support an open procuremeqt system in
theory, this is as clear a case as any I can think of that requires
use of the principle of reciprocity. Procurement is a government
controlled process, and governments that open their procurement are
in an excellent position to insist on equivalent concessions.
Indeed, the Code itself has reflected this idea in its listing,
by country, of agencies covered -- itself a denial of the most-favored-
nation principle. A reciprocity standard is particularly impor-

tant, if, as I fear, other nations will continue their reluctance
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to adhere.to the same standards of transparency tﬂat we do.

Today we will hear testimony as to the progress we have made
with the Code in the past 18 months. Although our witness;s will
focus primarily on Japan and NTT -~ the hardest case in the most
difficult country -- I hope that either now or at a later date
they will also be able to quantify for us what the Code has meant
to U.S. businesses in terms of increased access, and what }é has
cost us in terms of foreign procurement in this country. I
understand that penetrating long-closed procurement systems will
be a time-consuming and difficult process for our manufacturers.
At the same time, however, it is our responsibility to review
their efforts carefully and to press reluctant governments to
meet the commitments they have undertaken by siqniﬁg the Code in
the first place. That is an oversight function we should exercise
before our government enters into any effort to broaden or deepen
the coverage of the Code through further negotiations.

Let me make clear for the record, Mr. Chairman, that this is
one senator who will be most reluctant to support.further nego-
tiations on government procurement in the absence of hard evidence
that other nations are meeting their present commitments and that
there is a significant, quantifiable favorable impact on Americans

seeking to do business with foreign governments.

-
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Senator HEINz. I want to subscribe to what Senator Danforth said
regarding the Procurement Code. I think it's a good idea to take a
look at the Procurement Code, but if we are going to open our doors
anymore to anybody else, I hope that either now or at a later date
the administration will be able to quantify for us what the code has
meant to U.S. business in terms not just of increased theoretical
access but in terms of additional market penetration and sales. And
we would like to know what it costs us in terms of foreign procure-
ment in this country. . i

So let me make it clear for the record, Mr. Chairman, this is one
Senator who will be, if you will excuse the expression, an “I'm
from Missduri—show me” kind of Senator in this case who will be
reluctant to support further negotiations on Government procure-
ment in the absence of hard evidence that other nations are meet-
ing their presént commitments and that there is a significant
quantifiable, favorable impact on Americans seeking to do business
with foreign governments. -

But I would add this: I think this Senator and probably a good
number of the members of this committee in the (gongress will be
very reluctant to further open our doors, depending on the kind of
stance that this administration takes in trade generally.

We are privileged to have Lionel Olmer of the Commerce Depart-
ment, and you, Bill, our Special Trade Representative. You repre-
sent, between you, all the action in trade; and yet we know that so
far trade has been pretty much of a one-way street. A lot of im-
ports come into this country; very little, except in the agricultural
area, goes out of this country—important as what exports we have

are. -
If the administraticn is unable to convince Congress that it is

 indeed effectively fulfilling the obligations that we wrote into the

1979 trade act and into the other existing trade laws of this coun-
try, which imply not only fair trade and free trade but reciprocal -
tf‘ade, I think it is going to be very difficult to achieve anything in
this area.

I might also add that we have about 39 hours between now and _
midnight tomorrow night. Tomorrow at midnight the clock strikes
action on the petitions filed by the American steel industry on
countervailing duty cases. Between now and then there are two
things that can happen: either there will be a voluntary agreement
and either that will be satisfactory or unsatisfactory, or if it is
unsatisfactory Commerce will have to reject it and then impose
countervailing duties in those cases where subsidy has been found.

Now, although we tried to limit the discretion of-the Commerce
Department in determining subsidy by not allowing unjustifiable
offsets, it is still true that there is always flexibility, there is
always judgment to be used in the determination of subsidy. And it
is theoretically possible—I am not saying the Commerce Depart-
ment is going to do this, but it is theoretically possible—for the
Commerce Department to find only a nominal subsidy, and as a
result of that be free from the judicial review requirements that
would otherwise apply if there was a negative finding of subsidy.

But if some kind of nominal determination is made, frankly I
think it is not going to make things rough just for anything any-
body ever wants to do with the Procurement Code—I don’t know
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what you do want to do—but it is going to precipitate a lot of legis-
lation that I'm sure you will view with alarm, because you will
view it as legislation designed to be very protective of certain in-
duatries, maybe all industries. You will light a fire that will precip-
itate perhaps passage of a better approach to the law, particularly
section 201, than we have today.

I would be remiss if I didn’t take this opportunity, with 39 hours
running on the clock, to point that out.

Mr. Chairman, I thank you. i

Senator DoLe. Mr. Chairman, in the statement I will make a
part of the record I do indicate that in 1979 the Carter administra-
tion outlined over 40 actions to accomplish what are considered two
essential missions: one is to police compliance and the other is to
publicize foreign solicitations. I am submitting for the record the
relevant pages of the statement.

[The information follows:]



. House Document No, 96-158, Part IT

‘TRADE AGREEMENTS ACT OF 1079 :
STATEMENTS OF ADMINISTRATIVE ACTION . o

L A DRAFT'OF Pxorosm mouu'ﬂou TO APPROVE AND YMPLEMENT -
" ., THE TRADD AGREEMENTS NEGOTIATED UNDER THE TRADE ACT OF - ~ °
1974, AND YOR OTHER PURPOBES, TOGETHER WITH STATEMENTS OF -
ADMINISTRATIVE ACTION BUMMARIZING CHANGES IN UNITED SBTATES , - o
TRADE LAW NECESSEARY OR APPROPRIATE TO IMPLEMENT THE P
AGREEMENTS, SUBMITTED A8 AN ACCOMPANYING PART OF THE MES- Tl
SAGE FROM THE PRESIDENT OF THE UNITED STATES TRANSMITTING _ -7
- THE AGREEMENTS, PURSUANT TO SECTION 102 OF THB TRADE ACT .
B e P orxm e - . .~ .

LN . -

S

June 19, 1079.—Message and accompanylng papers referred to the Oomﬁlun of
the Whole House on the State of the Union and ordered to be printed

98-072 0 - 82 - 3 -
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TITLE III -- AGREEMENT ON GOVERNMENT PROCUREMENT -
1. Summary '

The Agreement on Government Procurement requires
Parties to the Agreement to administer certain procurement
programs so that products and suppliers of products from
another- Party are treated no less favorably than domestic .
suppliers and so that there is no discrimination among such
foreign products or suppliers.

Title III of the Trade Agreements Act of 1979 will
permit the President to implement the obligations of the
Agreement by exercising the legislative authority contained
therein and by conforming regulations and administrative
practice to meet the letter and spirit of the Agreement,
The procedures required by the Agreement largely conform to
the existing U.S. procurement system. As a result of this,
only minimal changes will be required in U.S. procedures,
Current U.S. discrimination against foreign purchases (e.g.,
the Buy American preference) will be waived subject to a
number of exclusions and only with respect to purchases
specifically covered by the Agreement. -

The Administration will take all action necessary to
make certain that other countries benefitting from open
competition for United States government procurement offer
reciprocal competitive opportunities to United States products
and suppliers of such products, Discrimination against U.S.
suppliers in foreign procurement markets is addressed in the
Agreement by requiring nondiscrimination and open and trans-
parent application of procurement procedures.

The Agreement covers:
a. only the purchase of goods;

b. only those purchases of goods made by certain
government agencies, that is, those agencies
offered in cge U.S. "entity list" in Annex I
to the Agreement;

A -B only those purchases of goods bg the listed
agencies that are above a threshold of con-
tracts of a value of 150,000 Sgecial Drawing
Rights (SDRs) (apgroximately $190,000) or
more, SDRs are the International Monetary
Fund's international reserve unit of account
based on a basket of the currencies of 16
different countries.
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The Agreement does not cover:

procurement of arms, ammunition, war
materials, and procurements indispensible for
national security or national defense purposes. .
Nor do the requirements apply to measures
necesaarz to protect public worals, order or
safety, human and animal 1life, and plant
1ife, induscrial and commercial property, or
relating to the products of handicapped -
persons, of philanthropic institutions or of
prison labor. ’

any construction contracts;

any service contracts (the Agreement does
include services incidental to the purchase
of goods, provided that the value of such
services does not exceed the value of the
goods, but will not affect U.S, cargo
preference legislation);

certain items purchased by the Department of
Defense (DOD) ("Bert{ Amendment" types of
restrictions for textiles, clothing, shoes,
food, stainless steel flatware, certain
specialty metals, buses, hand tools, ships,
and ship components);

tied-aid procurements under AID foreign
assistance programs;

all purcheses by government agencies not
listed in Annex I to the Agreement (Depart-
ment of Transportation; Department of Energy:
Bureau of Reclamation of the Department of
the Interior; Army Corp of Enéineers, the
Tennessee Valley Authority (TVA); three parts
of the CGeneral Services Administration:
(Automated Data and Telecommunications
Service, Region 9, and the National Tool
Center); COMSAT; AMTRAK; CONRAIL; and U.S.
POSTAL SERVICE);

all purchases by State and local governments,
including purchases by State and local
authorities with federal funds;

all purchases under small or minority
business set aside programs;

gurchases by the Department of Agriculture
or farm support programs and human feeding
prograns.
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II. Administrative Action
. Regulatory changes required are minimal and are 1isted
at the end of this section. -

For purchases covered by the Agreement (i.e. fron
designated countries, by covered entity, above threshold,
not subject to an exclusion) the President will waive the
application of all U.S, law discriminating against eligible
products of foreign origin and suppliers of such products,
Purchases not covered by the Agreement will be unaffected.
As a result, the President may, consistent with the :
Agreement, continue the present application of all existing
U.S, law that discriminates in favor of any domestic
supplier, including, for example, the 6 percent and 12
gercent Buy American differential, or the 501 differential

or DOD, :

For procurements covered by the Agreement, the President
will exercise the authority granted by the proposed legislation
to encourage foreign fovernments to accord appropriate
reciprocity in competitive government procurement opportunities
to U.S. products., For those grocurements covered by the
Agreement he will prohibit the procurement of the products
of major industrialized countries that do not qualify for a
waiver, This prohibition will be made effective at the time
the first waiver goes into effect, and, after a maximum of
two years of the status quo, the Yrohibition will be extended
to all other countries not eligible for a waiver. e
lnteragency Trade Policy Committee will provide general
policy guidance and an opportunity for interagency review of
case-by-case waivers of the prohibition based_ugon factors
concerning, for example, economic and commercial impact and
international trade .objectives. The same factors will be
relevant for DOD waivers, but will also include national
‘security considerations.

The Agreement's time period for keeping bilds open will
be implemented by U,S. reguiations. All bidders on contracts
covered by the Agreement benefitting from a waiver will be
required to certify the country of origin of the goods they
propose to supply under the contract,  False certfficstions
will be subject to penalties prescribed by law, Customs
Reﬁuldcions will be amended to provide for rompt rulings
and advisory opinions by Customs when questions arise
concerning the country of origin of the products. The final
rulings will be subject to Judicial review,

Under the Agreement, technical assistance on government
procurement for developing countries will be accomplished by
responding to requests from developing countries to signatory
‘governments on particular procurement contracts or relating
to the signatory government's overall procurement system.
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Such inquiries will be handled through an information center
and directed to each procurement entity's existing pro-
ce?u:es or directed to the Office of Federal Procurement
Policy.

Full rights of inquiry by the supplier at any point in
the procurement process and an obligation on the part of the-
procuring afency to provide full and timely responses
thereto will be required. An administrative machinery to
resolve disputes during this process will be maintained.

International cooperation with other signatories may
also be appropriate.

All matters relating to the implementation of the
Agreement will be coordinated by the Office of the Special
Representative for Trade Negotiations (STR). Agencies will
be directed to consult with, and where appropriate odbtain
the approval of, the STR on behalf of the Trade Policg
Committee on matters relating to the obligations of the
United States under the Agreement.

In order to take full advantage of the Agreement, the
Administration will make a concerted effort to inform U.S.
businesses of foreign procurement opportunities. Prior to
the effective date of the waiver of the application of U.S.
law under Section 301 of the proposed bill, the Administration
will (1) put in place a mechanism to assist U.S. firms in
taking advantage of the benefits of the Agreement, (2)
provide for the drmestic implementation of the Agreement,
and (3) gtovide for monitoring foreign implementation to
assure the U.S, of other countries' compliance, and prepar-
ing for future negotiations. :

The Agreement on Government Procurement will open major
new markets to U.S. exporters. However, tue success of the
Agreement will depend on the awareness of the U.S. business
community of the provisions of the Agreement both in general
terms and in terms of sgecific sales opportunities. is
could be accomplished through the following means:

-~ Developing a speaker program to brief
chambers of commerce’and industry associa-
tions on the benefits of this Agreement;

-- Meeting with state and local officials
involved in industrial development to
brief them on the Agreement;

-- Dissemination of the Agreement, as well
as simple concise summaries, to all
interested parties;
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Inform all interested parties of mechanisms
established through U.3. embassies and
posts abroad to aid American firms in
taking advantage of procurement oppor-
tunities; -
In compliance with the Agreement, state
and local governments, entities not
covered by the Agreement, and authorities
within the United States, will be given.

information in accordance with Part I,

paragraph 2 of the Agreement.

Assistance of U.S. firms may include the following

Make information on foreign tendering
opportunities generally available;

Develop a system to target and contact
U.S., firms -- particularly small and
minority firms -- that are likely to be
competitive in foreign governmen
ptocurements;

Institute a subscriber service for firms
that are interested in receiving bidding
information on a continuing basis for a
particular product category or categories;

Establish liaison with state and local
governments with a view to using their
dervices, where such services exist, to
disseminate general information on the
Agreement and information on specific
tendering opportunities;

Provide advice and assistance in dealing
with foreign governments;

Provide technical assistance to small

and minorit{ firms to help them meet
tender requirements;

Provide expedited consideration of
export licenses;

Develop a catalogue of prospective
overseas agents and distributors that
are particularly well qualified to
represent U.S. companies wanting to
pursue procurement opportunities,
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Specific action abroad may also be necessary, including:

Rapid reporting on bidding opportunities,
including appropriate assistance in the
translation of necessary documents;

t
ﬁssistance to U.S. firms wishing to

enter bids and aggressive action by
commercial officers of foreign posts in
support of. suppliers of U.S. products
throughout the procurement process;

Collect and transmit date made available
on government purchasing as required by
the Agreement;

Ongoing reporting on the structure of °
Agreement signatocies' purchasing
mechanisms;

Report on the types and value of services
purchased by Agreement signatories;

Monitor and report on the success, or,
failure, of individual U.S. firms

secking tc compete in the government
procurement market to pinpoint areas
where U.S. exporters need government
advice or assistance to improve their
track-record or to continue their success;

Investigate“allegations of non-compliance;

Report on grospective overseas agents
and distributors as necessary to prepare
the catalogue discussed under domestic
measures;

Report on individuals available for
panels;

Continue efforts to expand Agreement
membership or establish bilateral
arrangements where advantageous;

Provide technical assistance to LDCs if
appropriate. - -

The Office of the Special Representative for Trade
Negotiations (STR), in cootdinatinfidomescic implementation,

sh the performance of
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Assure that individual departments and
agencies fully comply with Agreement
requirements;

Establish a cental point for inquiries
from foreign signatories on U.S. procurement
practices; . \

Collect aggregate procurement data as
required by Agreement; .

Consider and act on complaints of

- non-compliance by other signatories.

In order to monitor Agreement implementation by other
countries and their subsequent compliance two merchanisms

will be necessary:

Collect and analyze data supplied by
signatories as required by the Agreement
to be used in the detection of any
systematic non-compliance and to create
a data base on foreign procurement
practices;

The maintenance of an effective inter-
agency process to review comglainCs of
non-compliance made by U.S. firms and to
prepare and review dispute settlement
cases as necessary.

Preparation for further negotiations will involve the

follgying~ lements:

Ongoing analysis of data, supplied as
required by the Agreement, to assess the
balance of concessions and to ginpoint
non-covered foreign entities of particular
interest to U.S., exporters;

A study of the effects on U.S. industry
of the failure of our trading partners
to provide coverage of the basic product
sectors;

As assessment of the types and value of
services purchased by governments as
well as the feasability of extending the
Agreement to such purchases;

A review of the structure and relation-
ships of procurement entities in the
countries that have signed the Agreement
including a delineation of executive
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entities, quasi-central government
entities and entities having a
managenent control relationship-with
their central government.

The private sector will play a critical role in
monitoring Agreement compliance. The Administration will
rely to a large extend on regorcs from the private sector on
the existance of foreign violations of the obligations of
the Agreement. In addition, the private sector advisory
system will be counted on to assess the balance of
concessions under the Agreement and to assist in preparing
for further negotiations regarding coverage.

There are a number of actions related to the General
Agreement on Tariffs and Trade (GATT) that may be necessary,
including: -

-- Three year negotiation on expanded coverage; .
"~ == Meetings of Committee on Government Procurament
-- Required to meet once a year;

-- Required to meet at the request of any
party to a dispute;

-- Functions of Committee on Government Procurement

-- Review the implementation and operation
of the Agreement;

- Constitution of subsidiary bodies as
appropriate;

-- Constitution of panels for dispute
settlement purposes;

.- Recommendations for settlement of disputes;
-- Authorization of retaliatory measures.
Specific Regulatory Changes. Changes in U.S. procure-
ment regulations. will be made in order to conform with U.S.
procedures with the following underscored provisions of the
Government Procurement Agreement as {mplemented under the
Trade Agreements Act of 1979:
Threshold - Part I, paragraph 1(b) - Mew regulation

will be-provided regarding dollar equivalent of 150,000 SDR
threshold, .

98-072 0 ~ 82 - 4 -
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Rule of Origin - Part II 6 paragraph 3 -- Defense
Acquisitions Regulations ZEIR; and EeaeraI Procurement
Regulations (FPR) will provide that bidders must certify as
to origin of goods to be supplied. Customs service
regulations will be amended to provide for prompt advisory
opinions and final rulings. . |

Tendering Procedures - Part V {

a, Paragraph & will require Section I, part 10 of
bBoth the DAR and the FPR covering the synopses in the
Commerce Business Daily will be amended to state
the language in which tenders must be submitted.

b. Paragraph 6 will require a new regulation to require
- annual publication of bidders 1ists, (Titles only)

c. Paragraph 10 will require revision of DAR and FPR,
. gectfon Z, part 201 and Section 3, to specify 30

day minimum bidding time.

d. Pazairagh 12 concerning tender documentation will
require revision of both Section 2 (formal advertising)
and Section 3 (negotiated procurement) of DAR and
FPR to include language in which tenders must be
submitted.

Information and Review - Part VI

Paragraph 3 will require amending DAR and FPR Section
3-505.3 which currently requires "prompt notification"
to unsuccessful offerors to require a seven day maximum
to conform to the Agreement.

Reports. Under the proposed legislation the
Administration will prepare and provfde the following
reports: -

a. Report on Impact of Foreign Restrictions on
the U.S. Econom* and Evaluation of Means to
Attain Reciprocity. equired { Sec, JU4(c); to
e Included In report due July 1, 1981;
b. Report on Presidential Action to Establish
Fecistocitz. Required by Sec. 302(d); due October
’ H

c. Reports on Negotiations in the Event of Inadequate
Progress In Expanding Coverage. Required by §ec.
303%35(15. due at time Pres!é

ent determines
renegotiations are not making satisfactory
progress, etc.;
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d. Report on Appropriate Action to Seek Reciprocity.
Required by E c. 304(d)(1) as a further report on

ec.
inadequate’ progress in expanding coverage;

e. Annual Reports to Include Action Taken to Establish
ectorial Reciprocit t oxr Industrial Countries.

egulred by Sec. )Y{3); to be Included In
report due annually under Sec. 163(a) of the Trade -
Act of 1974, -

f£f. Report on U.S. and Foreign Rules of Origin,
Required by Sec. 305(c); due as soon as practicable
after the close of a two year period following the

effective date of the first waiver under Sec.
301(a);

g Report on Economic Impdct of the Waiver
of the Application of the Buy American Act
Including Employment in Various Reglons and
Procurements from Labor Suxplus Areas. Required
by Sec, 306(a); due prior to renegotiations under
Part IX, para. 6 of the Agreement;

“h. Report on Labor Sutglus Area Obgectives and
argets, Required by Sec. 3 final report
due July 1, 1981, interim reports, essentially
progress reports, due beginning January 1, 1980,

Labor Surplus Area Programs. Under the terms of the
Agreement procurement set-asides to eligible labor surplus
area concerns which are not small or minority concerns may
be waived for purchases covered by the Agreement, but only
for those contracts which are above the Agreement threshhold
of approximately $190,000, let by entities covered by, the
Agreement, and not subject to an exclusion. However, the
Administration's commitment to the labor surplus set-aside
program, as currently administered pursuant to Public Law
95-89, Defense Manpower Policy (DMP) 4-A, and Executive
Order 12073, will not be diminished. :

The objectives of DMP4-A and E.O. 12073, and in particular
Section 1-101 of the Order, which states, “Executive agencies
shall emphasize procurement set-asides in labor surplus
areas in order to strengthen our Nation's economy" will not
be diminished. The procurement targets will be established
for labor surplus areas solely on the basis of those objectives.

In preparing the reports required by the proposed bill
an assessment of the targets will be required on an agency-
by-agency basis. The results of this assessment will be
available for use by the Administrator of the General Services
Administration in establishing "specific labor surplus area
procurement.targets for Executive agencies" pursuant to
Section 1-202 of E.O0. 12073,
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All executive agencies will be made aware that the
priorities established by Public Law 95-89 for use in
awarding contracts and encouraging the placement of sub-
contracts, categories (1)-(3), or any revised categories
applying to smagl businesses in labor surplus areas, will
not be affected by the implementation of the Agreement. In
other words, all agencies will continue to be bound by the
statutory requirement that priority be given to small
business conderns which are located in labor surplus areas,
before all other small business concerns. All executive
agencies, including those covered by the Agreement, will
therefore continue to be subject to the provisions of P.L.
95-89, with the sole exception that the provision dealing
with set-asides to concerns in labor surplus areas which are
not small businesses may be waived for purchases covered by
the Agreement.

All executive agencies will continue to implement the

provisions of P.L. 95-507 and Section 7(c)(3) of DMP4-A
. calling for the placement of subcontracts with small

business concerns located in areas of labor surplus or high
unemployment. In particular, those agencies which are
covered by the Agreement and which therefore may not be able
to make set-asides to firms in labor surplus areas except
for small or minority firms, will emphasize subcontracting
to firms in labor surplus areas pursuant to Sec. 7(c)(3) of
DMP4-A to the extent necesssary to meet the objectives of
that policy. The priorities established by P.L, 95-89 will
not be hindered in their full implementation with respect to
the placement of subcontracts.

The provisions of DMP$-A, regarding the placement of
grants with eligible labor surplus area concerns, will no be
adversely affected by the proposed bill.

Small and Minority Business Set-asides. All contracting
officers of all executive agencies will be made aware of
their ‘responsibilities with respect to the small and minority
business set-aside and subcontracting programs, and the fact
that these programs are excluded from the Agreement.

Future Expansion of the Agreement and Maintaining a
Balance In the ts and Obligations of the Agreement. The
Admin{stration ETEI seek, In cﬁe renegotiations provided for
in Part IX, paragraph 6 of the Government Procurement Agreement,
more open and equitable market access abroad, and the harmonization,
reduction, or elimination of devices which distort trade or
commerce related to government procurement with the overall
goal of maximizing the economic benefit to the United States
through maintaining and enlarging foreign markets for products
,of United States agriculture, industry, mining, and commerce,
the development of fair and equitable market o%por:unitiea.
and open and non-discriminatory world trade. urther, the
Administration will seek, consistent with the above mentioned
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overall objectives and to the maximum extent feasible, with
respect to appropriate product sectors, competitive
opportunities for United States exports to the developed
countries of *he world equivalent to the competitive
opportunities afforded by the United States, taking into
account all barriers to, and other distortions of,
international trade affecting the sector. Further, the
Administration will seek the inclusion of procurements of
insurance, and study the desirability of including other
services. This will be done with Congressional and private
sector consultation.

Any amendment to the Agreement expanding its coverage
or restoring or maintaining the balance of rights and
obligations of the Agreement will be implemented pursuant to
section 301(c), Modification or Withdrawal of Waivers and
Designations, or section 304(e), Extension of Nondiscrimination
and National Treatment. Under those provisions any modification
to extend the coverage of the Agreement resulting in a
waiver_under Sec. 301(a) for purchases not covered by the
Agreement as apgroved in conjunction with the Trade Agreements
Act of 1979 would be subject to such consultation with the
Congress and private sector advisors as is required by
section 135 and chapter 6 of the Trade Act of 1974,

Description of Major Provisions of the Bill

Section 301 -- General Authority to Modify Discriminatory
Purchasing Requirements

(a) Presidential Waiver of Discriminatory Purchasin
Requirements. -- - . ”

- This section grants the President the authority to
waive the application of discriminatory government procurement
law, the Buy American Act and those labor surplus areas
set-asides that are not for a small business, This walver
is authorized only in the four circumstances contained in
subsection (b), and only for purchases '"covered" by the
Agreement.  Purciases covered by the Agreement are those
made-by the U.S, agencies designated in the Agreement that
are above 150,000 3DR's (approximately $190,000), and not
subject to an exclusion, such as national security and small
or minority business set-asides.

(b) Designation of Eligible Countries

and Instrumentalities. --

This section specifies four circumstances in which
the President may designate a Eoreign country as eligible
for a waiver. Tne first three require the foreign
country to provide appropriate reciprocal competitive
government procurement opportunities to U.S. products.
The fourth is for the "leas:' developed countries (the

countries on the United Nations list, presently 29 {n
number).
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Senator Dore. I would hope that perhaps the Ambassador and
the Under Secretary could instruct their staffs to supply what the
followup is on these 40 different areas to see what has been accom-
plished since 1979. -

[The following answers were subsequently supplied:]

1. SEV2i2iing 2 3pianel program to vrief Chamvers of Cunidzro2 g
industry associations on the benefits of the Agreament.

‘fne Depart.aent of Comnerce has an extensive sSpeaker proyram,
including general MPN seminars, country and industry seminars wnere
time is earmarked to cover the procurement code, as well as specific
seminars on the Government Procurement Code, Several Commerce
District Offices have nosted "now to" seminars, incluuinyg Seattle,
Portland, and Greensboro, N.C. We are working with industry
associations to supply speakers at annual counventions to conduct
workshops on the Code. The Foreign Commercial Service, in
conjunction with overseas American Chambers of Commerce, has
sponsored seminars on government procurement in London, Rome, Milan,
FPrankfurt, Paris and Rotterdam. These seminars nave provided an
opportunity to inform subsidiaries and affiliates of American
companies, as well as importers of American products, of the
opportunities created by the Code,

2, Meeting with state and local officials involved in industrial
development to brief them on the Agreement.

Tne Coamerce Department has a lonyg established history of effective
liaison with state and local government offices active in the
international trade field and supplies such cooperating
organizations with publications and related materials on the foreign
governmnent procureiment opportunities available.

3. Dissemination of the Agreement as well as simple concise
summnaries, to all interested partaies.

As part of its public awareaess program, the Department nas orepared
twWwo publications descrioiny the Governnent Procurenent A4reewent --a
short gamphlet, as well as a wore detailed ovooklet, wnicn were
designed to assist tpe public in unuerstanuing the Ayreoement's
oblijations and taxing advantage of tne opportunities presented vy
the Agreesent and related provisions in United Sta*2s trade lavs,
Cogies of tnese publications and the t=2xt of the Agr:c.ent are
available from the Trade advisory Center, the Office of Multilsteral
Affairs, and are available at the 47 Conanerce Degartment District
Ooffices.

4. inforam all iatarested parties of s.ochanisms es*znlished turusn
U.S. nrvassies and posts abroad to a3rd American firws in tiking
advaatage of procur=went opportunitizs,

2ne Departicat Of Coma2rce ni3 aa ¢xtansive publicity ang exporter
263220238 <aaiygn ancloding puvlications, a w20ra caapaijn to
attract additicnal supscriocers to tne Trade Opportiunity 2Program, a
£rainlng proygrem Lor traue specialists in our District Otfices ang
country spoecialists in J2snhington, and speaking projraas to inform
intarested parties of tpe acyudlsition/disseawination prodgram ~e aave
Jasiuned and implenented to vut U,S. firms in touch with naw foraign



government procurement opportunities, In addition, articles nave
been published in Business Awerica describing the systew for

teceiving information on foreign procurements.

5. In compliance with the Agreement, State and local Governments,
entities not covered by the Agreement, and authorities within
the United States, will be given information in accordance witn
Part I, Paragraph 2 of 'the Agreement. .

‘‘he Office of the U,.S. Trade Representative nas contacted each

state governor and all non-code covered entities to inform them of

the requitements of the code and its penefits.

6. Make information on foreign tendering opportunities yenerally
available.

The Department, through general press releases, articles in Business
America magazine, notices in Commerce Business Daily, press
briefings, and various Departmental publications, has identified the
MTN Agreement on Government Procurement as opening a vast range of
new tendering opportunities for the U.S. pusiness comaunity.
Specific tender announcements appear weekly in tne Trade
Opportunities Bulletin and daily in the Trade Opportunities Notice
Service, and Commerce Business Daily. Many trade periodicals
cooperating with the Department also print such leads,

7. Develop a system to target and contact U.S. firuns --
particularly small and minority firms -~ tnat are likely to be
competitive in foreign government procurements,

The United States Commercial Service and the Minority Business
Development Agency are actively engaged in identifying siall and
minority enterprises interested and able to take advantayge of
foreign warketing-opportunities including foreign governient
procurenent opportunities. This effort, which is ongoing, is more
focused on identifying and encouraging such firms to enter exporting
generally, rather than to compete 1mwediately for specific foreiyn
government tendering opportunities, Small and minority enterprises
represented overseas in countries issuing tender opportunities are
being assisted by our overseas commercial staff. Also, an
interagency agreeaent between ITA and the Minority Business
Development Agency has been devaloped to increase the participation
of minority business exporters, and M{N Goverrnnint Procurenent Code
opportunities #ill be available to these firams.

"ne U.S. Comiercial Service (USCS) district offices of ITA nave,
With the adyice and suppetrt of International Econowsic Policy/ITA,
sponsored a series of MTN seminars and conierences desiyned to al:rt
American businesses to the opportunities aessociated with the MuN
Government Procurenent Code, 7These eveants are atteaded vy
predominantly sitall and medium-sized businesses, including minority
businesses,
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8. Institute a suvscriver service for firms that are interested in
receiving bidding information on a continuing pasis for a
patticular product category or categories.

Tne principal means for an interested U.S. firm to receive
notification of specific tender opportunities is throuyh a
subscription to the Trade Opportunities Notice Service., This
service registers the specific product/country/and type of lead
interest of subscribing firms on a computer. As a telegraphically
reported lead arrives, it is matched against the registered -
subscribers' interest and a computer printed mail message is issued
within three days of our receipt.

Other services, including publication in Commerce Business Daily and
the Trade Opportunities Bulletin (weekly), identify specific leads
but do not” "target” them to specific interests of subscribing firms.

9. Establish liaison with state and local governments with a view
to using their services, where such services exist, to
disseminate general information on the Agreement and
information on specific tendering opportunities.

Currently, four states (New York, Georgia, Florida and lowa}
purchase electronic data tapes from the Trade Opportunities Proyranm,
as reported from Foreign Commercial Service Posts abroad. A fiftn
state (Mississippi) is consideriny purchasing the tapes. Each of
these states makes use of the data tapes on its own computer
facilities and makes a secondary distribution of trade opportunities
to businesses within the states. There is a close relationship
between the USCS district offices of ITA and each of the fifty
states' Department of Commerce and Economic Development.

Information on the MTN and the Government Procurement Code is snared
directly through training and through periodic exchange of
information, including newsletters, Commerce Business Daily and
overseas business reports that contain MTN GPC information.

10. Provide advice and assistance in dealing with foreiyn
jovernanents.

ITA nas published an Overseas Business Repor* specifically designea
to advise interested U.S. firms on foreign government procurement
procedures, practices, and standards.

Also, nany different ITA offices provide advice and assistance in
dealing witn foreign yovernanents. Foreiyn Comaercial Service
officers are well placed to intercede directly with foreiyn
government purcnasing ayencies and ofricials on benalf of U.S.
firmns. ‘The country specialists of International Econoaic Policy/: A
are available to answer yuestions coacerniayg tine laws and custons of
the signatory countries. In addition, U.S. Coaqeccial Service traase
specialists provide one-on-one counseling on any export related
matter, including pre-yqualification to bid, finding translation
sarvices, and locating competent representation,
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11. Provide technical assistance to small and minority firms to
help them meet tender requirements,

Small and minority firms interested in bidding on foreign government
opportunities are provided counseling and other relevant assistance
to their competitive efforts, As a practical matter, however, there
are few such firms seeking such assistance, and even fewer are
organized in a manner which would enable them to compete effectively
abroad for such awards. The Department provides a range of services
to assist interested firms in establishing themselves abroad in a
manner which will enable them to begin competition. The creation of
Export Trading Companies should ameliorate some of the risks and
costs involved in mwarketing products overseas and greatly improve
export capabilities of small and medium-sized companies.

12. Provided expedited consideration of export licensesl

Pew of the MTN identified foreign government tender announcements
are in product fields or in countries requiring validated export
licenses. When such opportunities occur, the U.S. Commercial
Service can provide firms with appropriate priority assistance in
requesting and processing export license applications.

13. Develop a catalogue of prospective overseas agyents and
distributors that are particularly well qualified to represent
U.S. companies wanting to pursue procurement opportunities.

Commerce has reqguested Commercial Officers in the eighteen signatory
countries to report, as part of their gathering of trade opportunity
leads, the names and present interests of foreign firms especially
4ell qualified to assist U.S. firms in bidding on ygovernment
procurement opportunities. The dissemination of the trade
opportunity leads offers subscribing firms the identification of
interested potential representatives, -

Other services of the Departient, including the Agent Distrivbutor
Service, Trade Lists, and Export Mailing List Service are employed
by a number of firws to identify and Legin communication with
potential overseas representatives both {or foreign yovernment
procurement opportunities as well as for more yeneral representation.

14. Rapid reporting on bid opportunities, including appropriate
assistance in the translation of necessary docuaents.

Foreign Cominercial Service staffs in the siynatory countries
genarally report bidding opportunities by teleyraph within one ot
t4o days of their announcement in the foreiyn ygovernmant journal,
PWwO hign voluse posts (Brussels and Tokyo) uive contractor support
to ensure rapid reporting.

Foreiyn Comercial Seoevice staffs can suggest gualified private
translators but usually do not have tne tiue ko translate tander
r

98-072 0 - %32 -~ 5.
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documents themselves. Certain foreiyn government ayencies
(particularly Japan's Hippun Telegraph and Telephone Public
Corporation) provide English lanyuage translations of some
pre-qualification and Lid documents, U.S. Commercial Service trade
specialists can also sugyest qualified private translators but
generally do not have the expertise to precisely translate highly
technical tender documents,

15. Assistance to U.S. firms wishing to enter bids and auyresive
action by commercial officers of foreign posts in support of
suppliers of U.,S. products throughout the procurement process.

Poreign Commercial Service officers are working with U.S. suppliers
&nd their agents to insure that U.S. firms already in the market are
competing on these bids. 1In a number of major countries, the FCS
has worked with the American Chambers to disseminate information
widely throughout the country. 1In those instances where one U.S.
supplier is the only bidder actively couwpetiny, the FCS posts will
make strong representations to the Ministry involved.

16. Collect and transmit data made available on government
purchasing as required by the Agreenent.

Aggregate procurement data is beiny collected for the Office of the
U.S. Trade Representative by the federal procurement data center and
will oe transmitted to the GATT Secretariat.

17. oOngoiny reporting on the structure of Agreement siynatories'
purchasing mechanisms.

All overseas posts in signatory countries are providing this
information on a regular basis as part of their reportiny
requirenents under the Government Procurement Code.

To ensure that ongoing reporting on information on foreiyn
goverament purchasing wmechanisms is available, we ndve issued
detailed reporting requirements to all overseas posts in signatory
countries, Posts report on the leygyislation, reyulations, and
adninistrative procedures reydrding implementation, as wWell as the
actual purchasing wechanisms and practices of foreign yoverament
agencies, In addition, signatories have provided the GAPT
Government Procurement Code Committee with information on their
implenentation and adininistration of the Ayrea2ient., These docudents
are available from tne Trade Advisory Center.

18. Report on-the types and value of servic2s purchased by
Aycezment siynatories.

Tne repourting reguiresents referred to in iten 17 include a
reguirenent to provide infornation on for2iyn yovernaent procurenant

of services,
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19. Monitor and report on the success, or failure, g9f individual
U.S. firms seeking to compete in the governwmen rocurement
market to pinpoint areas where U.S, exporters necd government
advice or assistance to improve their success.

While it is not feasible to monitor each foreign tender
announcement, Department of Commerce FCS posts are working closely
with American Chambers and individual trade associations, as well as
bidding companies, to monitor V.S. overall performance in this
critical field. Companies who believe they have not been given fair
treatment are encouraged to turn to the FCS or Economic Officers for
assistance. Information of this type is quickly transmitted to
Washington, and after investigation of the allegation, appropriate
representations are made to the host country. In addition to the
work of the Poreign Commercial Service, the U.S. Commercial Service
District Offices report any problems that firws are experiencing
relating to the MTN codes and assist firms with the resolution of
their problems through the Trade Advisory Center of International
Bconomic Policy/ITA, either directly or through referral to an
appropriate contact. i ;

20. Investigate allegations of non-compliance,

We have aggressively pursued all indications of non-compliance and
will continue to do so. As a result of this aggressive approach, we
have resolved a number of start-up problems and are continuing to
pursue a number of other problems which were described in our
testimony. h

21. Report on prospective overseas agents and distributors as
necessary to prepare the catalogue discussed under domestic
measures,

In support of the Foreign Government Procurement Code implementation
project, overseas Commercial Officers have been given instructions
to seek out and promote interest among foreiyn representation firms
in adding new U.S. product lines. This reporting is continuous, in
the form of immediate Trade Opportunities and Poreign Trader Index
listings. Foreign Trader Index listings are employed in response to
U.S. fitm requests to develop tailored "prospect® lists to assist
those firms in identifying and communicating with prospective
representatives.

22. Report on individuals available for panels.
The Committee on Government Procurement has been advised of
individvals that are available to serve on panels. -

23. Continue efforts to expand Agrecnent membersnip or establish
bilateral arrangements where advantajeous.
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We are consulting with a numver of countries that have expressed an
interest in signing the ayreement and are coatinuing to take every
opportunity to urge other countries to sign.

24. pProvide technical assistance to LDC's if appropriate.

only two signatories to the agreement are LDC'S and neither has
requested technical assistance. AS other developing countries adopt
the Agreement, we will be prepared, within available resources, to
provide technical assistance if appropriate.

25, Assure that individual departments and ayencies fully couwply
with Agyreement requirements,

The Office of the U.S. Trade Representative has worked closely with
the General Services Administration, Department of Defense, and NASA
to bring all federal procurement regulations and practices, applied
to covered purchases, in line with the Agreement.

26. Establish a central point for inyguiries from foreign
signatories on U.S. procutement practices.

The Office of the U.S. Trade Representative serves as the central
inquiry point.

27. Collect aggregate procurement data as required by the Agreement.

As noted in item 16, aggregate procurement data is being collected
for the Office of the U.S. Trade Representative by the federal
procurement data center,

28. Consider and act on complaints of non-compliance by other
signatories,

‘There have been few complaints about our implementation of the
Ayreement., Those few that have been received have been reviewed
and acted upon where appropriate.

29, Collect and analyze data supplied by signatories as required by
the Agreement to be used in the detection of any systematic
non-compliance and to create a data base on foreiyn procurement
practices,

The data for the first year of the Agreement's implewentation will
be exchanged this fall., At that time we will closely examine the
data for any signs of non-compliance.
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30, The maintenance of an effective interagency process to review
complaints of non-coupliance made oy U.S. firms and to prepare
and review dispute settlement cases as necessary.

The ‘fPSC Subcommittee on Government Procurement has veen very active
and effective in dealing with foreign compliance problems. As noted
above, a number of implementation problems have already been
resolved and the rest are being actively pursued.

31. Ongoing analysis of data, supplied as required by the
Agreement, to assess the balance of concessions and to pinpoint
non-covered foreiyn entities of particular interest to U.S.
-exporters. .

As noted above, the first data will be exchanyed in the fall., At
that time the data will be examined to assess the balance of
concessions and to help in deciding objectives for the
renegotiation.

32, A study of the effects on U,S. industry 6{ the failure of our
trading partners to provide coverage of the basic product
sectors.

Pursuant to section 302(C) of the Trade Agreements Act, this study
has been completed and forwarded to Congress.

33. An assessment of the types and value of services purchased by
governments as well as the feasibility of extending the
Ayreement to such purchases,

In preparation for renegotiation of the Agreement, which will begin
next year, we have beygun to assess how services might fit under the
Agreement.

34. A review of the structure and relationships of procureuwent
entities in the countries that have siyned the Agreement
including a delineation of executive entities, guasi-central
government entities and entities having management control
relationship with their central governmeat.

We are collectiny information from our diplomatic posfs on this
subject and analysing it as it is received.

35. Three yedr negotiation on expanded coverage.,

The tnree-year "renegotiation® will begin next year. Preliminaty
discussions have already been initiated.

36. Heetinys of Cownittee on Government Procurement,

The Committee on Goverament Procurement has met five times since the
Ayreement entered into force,
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Senator DANFORTH. Ambassador Brock and Secretary Olmer,
thank you very much for being with us. Why don't the two of you
p in order, and we will question you together.

STATEMENT BY AMBASSADOR WILLIAM E. BROCK, U.S. TRADE
REPRESENTATIVE

Ambassador BRock. 1 guess I should start by saying I was a little
worried that we might end up with three Senators from Missouri
for a while there, but it turned out we ended up with a very strong
Senator from Pennsylvania, after all. [Laughter.]

Senator Heinz. I think the only place you end up with—with
geople from Kansas and Missouri is on the football field, the Big

en, or something. : _

Senator DoLe. The Big Eight. I didn’t realize we were losing
numbers fast.

Ambassador Brock. I didn’t realize they played football up your
way, but I'm glad to hear it. [Laughter.] - .

right, let’s get back to serious business here." , , 7

the Procurement Code—I will try to summarize my state-
ment, too, Mr. Chairman—I think fundamentally what I will say is
that the jur{ is still out. .

Technically, we believe that foreign implementation has been
pretty good. The problem is that the proof is always in the pud-
ding, and I don’t think we are in a position to judge their perform-
ance in this area yet.

Let me look first at the Government Procurement Code, and
then I would like to make a couple of comments on the NTT.

The Procurement Code has been in effect for almost 18 months
now, since January 1, 1981. With its entry into force, $25 billion in
new market opportunities have been opened for U.S. firms, and
those markets were effectively barred for us until that time.

We did attempt, then, because of the size and the importance of
this market, to insure that the signatories lived up to their obliga-
tions. We initiated those efforts even before the code went into
effect, and I think we did so fairly effectively and eliminated some
startup problems as a consequence.

After the code was entered into in January of last year, we have
watched with particular care the biddin oggortunities ublished
pursuant to the requirements of the e. 1981 we had 1,400
code-covered bidding opportunities which were published by our
fellow code signatories, and over 700 opportunities have been ﬂub-
lished this year. And I think it is fair to state that these 2,100 bids
provided opportunties for bids that would have been closed to us
prior to the entry into force of the code

The key question is how many of these 2,000 opportunities have
U.S. firms bid on and won? And we honestly don’t have the answer -
to that question or to the related question of how many forei
sales there have been to the U.S. Government as a result of the
code. We will be in a better position soon. We are collecting data
on the code-covered purchases during 1981, including data on the
level of sales from each code signatory. This data will be exchanged
by all signatories this fall and will give us an idea of how much
business we have done under the code so far.
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. considerable number of tentative inquiries from U.
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We are also seeking input on the code’s operation from the busi-
ness community. We have received so far a number of unsolicited
comments, and, significantly, I think, these have been positive
rather than complaints about foreign implementation. A number of
firms in the computer and business machines sector in particular
have told us that as a result of the code they have found new or
facilitated access to foreign government purchases. -

In one case involving a British purchase of computer equipment
we saw the code work to open a major purchase to U.S. firms in
the face of apparent pressure from the domestic industry in that
country to limit competition to local suppliers.

I do think we would be deceiving ourselves if we exfpected dra-
matic results from the code after a year and a half of operation.
The fact is that it takes time for firms to analyze new market op-
portunities and to decide to invest the time and resources neces-
sary to enter new markets. It would tgﬂ)ear we are in that market
research phase now. We have been by our Swedish and Japa-
nese counterparts, for example, that during 1981 thgy receiveéd a

firms that
have yet to bid on any actual opportunities.

A particular problem we have faced in encouraging U.S. firms to
take advantage of the opportunity is that, based on past experi-
ence, many firms have written foreign procurement markets off as
closed. Because of this problem we are putting a great deal of effort
into making U.S. firms aware of the code and its opportunities.

The first year and a half has been a critical period, and we view
it as such to insure that the code is operating smoothly and fairly.
On balance, I think we have found that foreign implementation of
the code is, in legal terms, satisfactory. There have been some prob-
lems. For instance, we disagree with other code signatories in their
belief that leasing transactions are not covered by the code. We are
working on this issue. _

We have also found a number of startup problems such as the
number of foreign bid announcements which did not allow suffi-
cient time for U.S firms to respond. I think those areas have been
resolved satisfactorily. -

We found in 1981 that Italian procurement officials, in violation
of Italian law, were not fully implementing the code. We have sent
a team to Rome and to Geneva to insist on this correction, and I
think we have some prospect of the problem now behind us.

We have also been concerned with the EC’s method of determin-

.ing whether purchases fall below the code’s threshold for coverage,

as we believe that it ,imgogerly reduces the number of European
Community purchases which are covered by the code. This matter
is currently being pressed with the EC and in the Code Committee.
But despite the problems, I think for the most part our fellow
code signatories have met their obligations, and we are inni
now to look forward to future activity. As you know, we would like
to see the code broadened. The benefits' and obligations that we
have x:‘ejqenéed to date are, I think, fairly balanced in terms of the
original entry. L : ,
I feel personally disappointed with the extent of coverage and
the limitations of that coverage. In particular we would like to see
the coverage broadened to foreign government entities that are
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major purchasers of telecommunications, Eower generation, and
transportation equipment, and we would like to broaden the code
to cover service contracts. -

The code provides for its own expansion and improvement. Arti-
cle IX of the code directs that negotiations be directed at both of
these goals and that those negotiations begin prior to January 1,
1984. We have already started some informal conversations in
preparation for that renegotiation, and we will obviously be in con-
sultation with you through that process.

Now very quickly on the , it has two components, as you
know. It opens the procurement to U.S. firms in particular for high
technology purchases. This is significant because Japan is the only
foreign country that has agreed to open its telecommunications
entity to foreign sales under the Procurement Code.

Second, it grovides' for imgroved access to Japan’s interconnect
market which is regulated by NTT. Together, these components
have potentia'lllvﬁ opened Japan’s entire domestic telecommunica-
tions market. The problem is that the jury is still out, as I said ear-
lier. NTT has met the technical re?uirements and has exceeded
those requirements in many cases. It has revised its government
frocedures, published its procurement procedures in English, pub-
ished and translated voluminous technical requirements into Eng-
lish, although those translations were not even required by the
agreement.

During 1981 NTT hosted seminars in Washington and New York
on Japan's interconnect market and hosted a U.S. selling mission
in Tokyo. Their officials have spent a lot of time with U.S. telecom-
munications executives in discussing their purchasing needs and
their procedures; so they have done a great deal in the legal sense.

We _have gotten in the interconnect portion, for example, five
U.S. firms that have succeeded in obtaining type approval to sell a
number of products so that they can market directly now without
going through the normal redtape. That is important.

In terms of direct sales, results are limited—$3.5 million in
equipment, primarily off-the-shelf items. The unimpressive per-

formance, in my judgment, was due at least in part, however, to
the fact that U.S. firms did not bid on a large number of NTT pur-
chases. Although another key factor was that few of the bidding op-
portunities involved the sophisticated communications equipment
which we are most interested in selling to NTT.

We have expressed our concern; they have said they share the
concern and want to work with us to rectify the situation. As a
result of these discussions they dispatched a high-level team led by
Senior Managing Director Maeda earlier this year to meet with our
firms and discuss sales opportunities. '

We really don’t know yet whether NTT’s new efforts to increase
sales will succeed, but the level of activity does seem to be acceler-
ating. For example, 43 suppliers have now been approved as quali-
fied to sell NTT various products under procedures that are gener-
ally used to buy less sophisticated equipment. But they are also
used to buy PBX’s which can beglriﬁl}'ly sophisticated. GTE and ITT"
have been approved to bid on s $12 million in annual pur-
chases of digital PBX’s, for example. We have got three U.S. firms
presently qualifying to sell high-speed modems to NTT.
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I guess what we are watching most closely is their purchase of
sophisticated telecommunications equipment. Earlier this year we
were pleased to see Motorola gain an award on pagers and that
they have been accepted over a number of Japanese firms to
submit a prototype of a mobile telephone.

More importantly, U.S. firms in increasing numbers are initiat-
ing discussions with NTT aimed at selling our most sophisticated
telecommunications equipment, including central switching equip-
ment, and the results of these approaches will, I believe, be the
true measure of this agreement.

In the final analysis, as I said earlier, the proof of the pudding is
in the eating. We are in the critical period of the agreement. It ex-
pires in 1983 unless we extend it, and we obviously won’t agree to
an extension unless we believe it has worked. And we won’t know
that, I guess, for some time; but the next 12 months will be particu-
larly critical, because by next spring we will have to begin making
our final evaluation of the agreement regarding extension. I don’t
know whether I can predict the outcome. I do think that they are
trying.

It is my hope that a year from now we will be able to report sig-
nificant commercial results. We cannot do that at this time.

It is essential for our relationship with Japan that this agree-
ment be successful. I think they know that. We certainly do, and
we are monitoring it very, very carefully.

Thank you, Mr. Chairman.

Senator DANFORTH. Thank you, Mr. Ambassador.

" l[lThe. f)repared statement of Ambassador William E. Brock, I1I
ollows:

98-072 0 - 82 - ¢
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Statement of Ambassador William B. Brock, III

United States Trade Representative

Before the Senate Finance Committee

Subcommittee on Trade

June 9, 1982 -

I am pleased to appear before this Subcommittee today to
report on the operation of the MTN Government Procurement
Code and the U.S./Japan NTT Agreement. - Given the commercial
importance of these agreements I think it only proper that
Congress and the Administration take a particular interest in

seeing that they are fully and successfully implemented.

Let me start with a general observation. I believe tﬂat the
jury is still out on both agreemeﬁgs. For reasons which“I
will explain, we are not yet in a p&ﬁition to defi;ltively
state that the agreements have been successful or
unsuccessful. In the case of both agreements, I can report
that from a strict technical standpoint we have been
generally satisfied with foreign implementation. However,
the acid test for the agreements will be their commercial

results and we are not in a position to judge their

performance in this area at this point in time,
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I would like to begin this morning with a discussion of the
operation of the Government Procurement Code and then go on
to give a status repor!: on_ the NTT Agreement,

The Government Procurement Code

As you Frnow, the Government PtocurementMCode entered 1ﬁ£o
force on January 1, 1981 and has now been in force for -almost
a year and a half, With the entry into force of the Code
over $25 billion in new market opportunities have been opened
to U.S, firms. It should be remembered that prior to the‘
Code U,S. firms were effectively barred from winning foreign
government contracts when indigenous firms were capable of
producing the required ptoducﬁ. Given the commercial
significance of the Code, we have felt a special
responsibility to ensure that our fellow Code signatories

live‘up to their obligations. -

Our efforts at eqsuting faithful implementation were
initiated well before the Code entered into force. We
starteé with close monitoring of necessary revlsiéns in
national laws and practice. Through this process we were
able to avoid a number of start-ap problems —— though some
start-up problems remained as I will describe later. We also
established detailed reporting requirements for U.S.

‘embassies and missions located in Code signatories. These

reporting requirements were designed to guard against Code
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infractions and provide a channel for rapid transmittal of
bidding opportunities to Washington for dissemination to U.,S.

businesses.

With the entry into ‘force of the Code, we increased our
efforts at hoﬁltorlng foreign implementation. One of the
factors we have watched with particular care has been the
number of bidding opportunities published pursuant to Code
requirements. During the course of 1981, over 1,400 Code
covered bidding opportunities were published by our fellow
Code signatories and over 700 opportunities have alréady been
published this year. f feel safe in saying that these 2,100
bids provided opportunities that would have been closed to

U.S, firms prior to the entry into force of the Code.

of éourse the key question is how many of these 2,000
opportunities have U.S. firms bid on and won. We do not know
the answer to this question or the related question of how
many foreign sales there have been to the U.S. government as
a result of the Code. However, we will soon be in a better
position to §auge the results of the Code.

At tﬁe present time, we and our fellow gignatories are
collecting data on Code covered purchases during 1981,
including data on the level ‘'of sales from each Code

signator}. This data will be exchanged by all signatories
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this Fall and will give us an idea of how much business we

have done under the Code thus far,

We are also seekipg input on the Code's operation from the
business community. We have already receilved a number of
unsolicited comments from the business community regarding
the Code. Significantly, these have been positive comments
about Code opportunities rather than complaints about foreign
implementation. A number of firms, in the computer and
business-machine sector in particular, have told us that as a
result of the Code, they have found new or faéiliéated access
to foreign government purchases. In one case, involving a
British purchase of computer equipment, we saw the Code work
to open a major purchase to U.,8. firms in the face of
apparent pressure from the domestic industry to limit

competition to local suppliers.

& —— e

—_

I believe that wzgabuld be éeceivlng ourselves 1f we expected
dramatic results from the Code after a year and a half of
operation. The fact is that it takes time for firms to
analyze new marketing opportunities such as those provided by
the Code and to déciae whether to invest the time and
resources necessary to enter new markets.

It would appear that we are now in such a market research\
phase, We have been told by our Swedish and Japanese'

counterparts, for instance, that during 1981 they received a
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considerable number of tentative inquiries from U.S, firms

that have yet to bid on any actual opportunities,

A particular problem we have faced in encouraging U.S. firms
to take advantage of Code opportunities is that based on past
experience many firms have written foreign procurement
markets off as closed. Because of this problem, we are
putting a great deal of effort into making U.S,., firms aware

of the Code.

We have viewed this first year and a half of implementation
as a critical period for ensuring that the Code is operating
smoothly for U.S. firms that decide to bid. On balance, I
would say that we have found foreign implementation of the
Code to be satisfactory. This is not to say, however, that

there have not been problems.

There have been a number of problems, or issues, that we have
had to deal with, For instance, we disagree with other Code
signatories in their belief that leasing transactions are not
covered.by the Code and we are working on this issue. We have
also found a number of start-up problegs such as a number of
foreign bid announcements which did not allow sufficient time
for firms to respond. I am pleased that through our efforts

these start-up problems have been resolved.
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In addition, we found during 1981 that Italian procurement
bfficlals, in violation of Italian law, were not fully
implementing the Code. As soon as we became aware of this
problem we dispatched a team of procurement Code experts to
Rome and the Code Committee in. Geneva to insist that this
problem be corrected immediately. As a result of our
efforts, we believe that this problem is now behind us
althoﬁgh we are continuing to monitor Italian implementaticn

closely.

We have also been concerned with the EC's method of
determining qhether purchases fall below the Code's threshold
for coverage as we believe that it improperly reduces the
number of EC purchases which are covered by the Code, We are
currently pressing this matter both bilaterally and in the

Code Committee,

Nevertheless, despite the problems which I have described it
appears that for the most part our fellow Co§e signatories
have met their obligations,

Now that Code implementation appears to be well in haﬁd we
are beginning to look towards future activity under the Code.
As you are well aware, we would like to see the scope of the
Code broadened in a number of areas. While we believe that

our benefits and obligations under the Code are balanced we

"have been disappointed with limitations in its coverage. In
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particular, we would like to see the Code's coverage extended
to foreignAgovernmént entities that are major purchasers of
telecommunications, power generating, and transportation
equipment., We wo;ld also like to begin to examine the-

possibility of expanding the Code to cover service contracts.

The Code explicitly provides an avenue for its expansion‘and
improvement. Article IX of the Code directs that
negotiations directed at both of these goals be initiated

prior to January 1, 1984.

We have already initiated informal discussions with our
fellow Code signatories in pfeparation for the
"renegotiation®™ and we will be seeking agreement to begin the
negotiating process as soon as possible. We will, of course,
" be keeping in close consultation with you as work in this

area progresses,
Now, I would like to turn to the NTT Agreement.

The NTT Agreement

The U.S./Japan Agreement regarding Japan's Nippon Telegraph
and Telephone Company has two major components. First, it

provides for the opening of NTT procurement to U.S. firms,

including, in particular, its high teéhnology purchases,

This is particularly significant because Japan is the only

p]
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foreign country that has agreed to open its
telecommunications entity to forelgn sales under the
procedures of the Government Procurement Code. Second, it
provides for improved access to Japan's interconnect market
which is requlated by NTT. Together, these éomponents have

opened Japan's entire domestic telecommunications market.

As I said earlier, the jury is still out on this Agreement
because we have yet to see major sales of U.S. high
technology equipment to NTT. However, NTT's performance in
meeting the Agreement's technical requirements has been
encouraging, and in some cases has exceeded the requitementg.
bver the past year and a half, NTT has met and in some areas
exceeded these technical requirements., It has revised its
procurement procedures, published its procurement procedures
in English, and published and translated voluminous technical
requirements into English, although the translations were not

required by the Agreement.

Also, during 1981 NTT hosted seminars in Washington and New
York on Japan's interconnect market and hosted a U.S. selling
mission in Tokyo. 1In a similar vein, NTT officials have
spent considerable time meeting with visiting U,S.
telecommunications executives in Tokyo to discuss NTT's

purchasing needs and explain the new procurement procedures,
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On the commercial side we have seen some encouraging

activity, éhough not enough to make final conclusions about

the Agteement._

Under the interconnect portion of the Agreement, for example,
five U.S. firms have succeeded in obtaining type approval to
sell a number of products. Type approval‘wlll make it
possible to market these products directly to Japanese
consumers who will be allowed to hook them into the NTT phone
network without further red tape. Thg products which have
gained type approval thus far are light-weight headsets, '
telephone handsets, modems, and private branch exchanges
(known as PBX's) -~ thch are essgntially small scale central

switching devices,

‘Rolm Corporation, which is the firm that received type
approval for its PBX's, recently wrote to us to expéess its
satisfaction with_NTT's treatment of its application. To
paraphrase Rolm's comments, they found NTT to be ﬁelpful
beyond what was required of them by the Agreement and they
felt NTT's requirements were tough but fair and in line with

what they expected from a sophisticated telephone company.

In regard to direct sales to NTT, results have been limited
thus far., During 1981 U.S. firms sold a relatively modest
$3.5 million in equipment to NTT -- primarily off the shelf

items. This unimpressive performance was due at least in
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part, however, to the fact that U.S. firms did not bid on a
large number of NTT putchsses. Although another key factor
was that few of the bidding opportunities involved the

sophisticated telecommunications equipment which U.S, firms

are most interested in selling to NTT.

We have expressed our concerns to NTT regafding our modest
level of sales. Their response h;s been that they share our
concerns and want»to work with us to rectify the situation.
In part as a result of our discussions, NIT dispatched a high
level team led by Senior Managing Director Maeda earlier
this year to meet with U.S, firms and discuss possible sales
opportunities.

It is too soon to tell whether NTT's new efforts to increase
gsales will succeed although the level of activity seems to be
accelerating. For example, 43 suppliers have been approved
as qualified to sell NTT various products under

procedures that are generally used to buy less sophisticated
equipment. However, these procedures are also used to buy
PBX's which can be highly sophisticated. In fact, it has
just been announced that GTE and I&T have been approved . to
bid»on NTT's $12.5 million in annual purchases of digital
PBX's. Also, three U.S. firms are currently in the process
of qualifying to sell high speed moderis to NTT and we are
optomistic that our firms will do well in competing for this

$21 million market opportunity.
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Of course, ?hat we are watching most closely is NTT's
purchases of sophisticated telecommqnléations equipmrent.
Earlier thls\year we were ple;sed to see Motorola succeed in
gaining an award to deliver 45,000 pagers, valued at"

Sq million, this year. Similarly, we-ﬁere pleased to see
that Motorola has recently been accepted over a number\of
Japanese firms to submit a prototype of its mobile telephone.
Approval of this prototype by NTT will give Mc-torola access

to NTT's purchases of mobile telephone equipment,

More importantly, U.S. firms, ;nrincreasing numbers are
initiating disgussions with NTT aimed at selling our most
sophisticated telecommunications equipﬁent, including central
switching equipment. The results of these approaches will, I

believe, be the true measure of this Agreement.

Over thé last year and a half I have met with NTT's
President, Dr. Shinto, as well as NTT's Chief Engineer,

Haruo Yamagouchi, who played a key role. in the succesééyl
negotiation of the NTT Agreement. I have been impresse&‘with
the sincerety of their commitment to make the Agreement a
success and believe that I can work with them to the mutual

advantage of the United States and Japan, _

Nevertheless, the proof of the pudding is in the eating and
we are entering into a critical period for the Agreemeﬂc.

The Agreement will expire at the end of 1983 unless we agree
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to extend it for an additional three yeats;< Of course, wé
will not agree to extend the Agreement unless we believe it
has worked as intended. The next twelve months will be
particularly critical because by next spring we will have té
begin making our final evaluation of the Agreement in
prgparaeion for discussions with NTT and the Japanese
Government in the Pall regarding extension of the Agreement.
I will not try to predict the outcome of our eyaluatiéh'as at
this point only time and sales by U.S. firms will tell. It
is my hope, however, that a year from now we glll be able to
report significant commercial results from the Agreement., "It
is clearly essentia{ to our trade relations with Japan that

this Agreement be successful.

Senator DANNR.TH.Y Mr. Olmer?

STATEMENT OF HON. LIONEL H. OLMER, UNDER SECRETARY OF .
‘ COMMERCE FOR INTERNATIONAL TRADE :

Mr. OLMER. Thank you, Mr. Chairman. I have a rather lengthy
written statement that I would like to submit for the record and
very briefly summarize it. ’

As has been pointed out by yourself and your colleagues and Am-
bassador Brock, the Procurement Code and the NTT Agreement
were not intended to provide guaranteed sales for U.S. companies,
but they were designed to open new opportunities in markets
which had previously been-closed and in a sense offer reciprocal
access both in the sectoral basis and in the aggregate basis.

I think that I would have to share Ambassador Brock’s judgment
that the hoped-for results remain to be experienced. As measured
by sales actually registered, U.S. firms have yet to reap major
benefits from the code or from the NTT Agreement. But more time
is needed before we make a conclusive judgment as to whether the
high expectations that were widely touted at the time were realis-
tic or Pollyannish. , ' }
~ I would like to describe what we in the Department of Commerce

do to attempt to assist-U.S. exporters. )
" Business must receive information from overseas on a timely and
usable basis. Accordingly, in order to put U.S. firms in touch with
new foreign procurement opportunities, thege opgortunities are ac-
tively aoug_ht out by’ our Embassies overseas and the foreign com-
mercial officers there, cabled to Washington electrically, and dis-
. seminated to U.S firms through a computer-based trade opporiuni-
- . ties program. : ) '
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Additionally, key information is published in the Commerce
Business Daily, which has many thousands of subscribers.

Commerce officers around the country in our 47 district offices
and overseas spend a good amount of time contacting interested
firms directly to advise them of bidding opportunities. And I would
say that our foreign commercial officers overseas rate this as one of
their highest priorities, to counsel U.S. businessmen on trade prob-
lems and to arrsnge meetings with them and foreign contacts.

In the United States, we have begun an extensive publicity cam-

ign, including the training prga‘m for our district office staff,

use the complexities of this Government Procurement Code in

some aspects can be mind-boggling. We have put on a number of
seminar programs for members of the business community, and we
have conducted seminars on government procurement in London,
Rome, Milan, Frankfort, Paris, and Rotterdam.

I also would have to agree with Ambassador Brock that our evi-
- dence is as yet impressionistic. We hope, by this fall, to have hard

numbers available, but we do not now have them.

We do know that many firms are using and paying for the var-
ious commerce information sources to develop marketing informa-
tion, and we think they are using that before they decide whether
to pursue in a formal way foreign government contracts.

e face the fundamental problem, however, that only a small set
of firms has developed the capability to mount a successful export
business. And that's precisely why I, would like to make a pitch
again—we don’t really need to in this audience—on why we strong-
ly support the earliest possible enactment of the rt Trading
&mpany legislation. The ETC’s; we believe, can ameliorate many
of the risks and costs involved in marketing products overseas and
thereby greatly improve U.S. firms’ export capabilities, ‘especially
those of ‘small and medium size who have limited ability to-invest
in those fundamentals. : S e

I would like to turn to a quick review. of the NTT Agreement
from my perspective. I share the conviction that all of you have
that that is a most important element in our broader trade rela-
tionship with Japan. - S : - .

:‘During the year and a half we have experienced with the Agree-
ment, there have been a number of very significant chmgz;in
NTT as an institution. There is a new president Dr. Hisashi Shinto.
He was recruited from outside of government service. He has had
training as an engineer, and I believe he has a commitment deeply
felt and very sincerely based that the opening. of NTT is first and
foremost in the best interest of his country use it will make
available to Japan new technologies, new products, and new ideas.
. Dr. Shinto is the best kind of ally we could have. His interest in.
unplementing the agreement. is spurred by his perception that it
serves Japan's interests as well. =~ . Lo ‘

NTT has been very forthcoming in,establishing,prqcuremenlz&ro-
cedures and in working with us to resolve startup problems. They
have published considerable technical information in English, and -
last year they presented seminars in the United States on proce-
dures and tec 'cg_l‘re%uirements for type apptoval. T

" Last June, Iled-aU.S. mission to Tokyo for a setinar which Was
. hosted by Dr."Shinto, aiid-it''was vety useful in providing know}-
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edge about NTT procurement policies. Incidentally, it provided a
bagis_for a number of the U.S. businessmén who were present to
make a decision not to gursue business opportunities because of the
complexity and the high riaks involved.

Despite NTT’s basic show of good faith, the first 18 months has
been g.lsa pointing to U.S. companies in the aggregate, and I be-
_ lieve to the U.S. Government as a whole. Quite frankly, we have

“seen only minimal sales to NTT. Only 11 American companies
have won contracts, out of a total of 117 contracts for which NTT
solicited bids, and the contracts t0 those 11 firms were worth ap-
proximately $3.6 million. They were for equipment at the low end
of the technology spectrum. .

The reasons for the lack of U.S. participation are not entirely
clear to us. In sore cases, U.S. manufacturers were probably not
willing to bear the effort of meeting NTT’s rigid standl;rds. Such a
decision, however, was probably taken with a large measure of
skepticism as to s bona fides, and I don’t think it should be
viewed as a reflection of U.S. lack of competitiveness. ;

In other cases, the quantities being purchased by NTT were too
small to warrant the expense of modifying the product to meet
NTT requirements. But a major part of the problern in my judg-
ment is that NTT has yet to offer bidding opportunities on major
high technology purchases, such as digital switching equipment for
the telephone service and-transmission equipment. e U.S. com-
panies who could and would be willing to spend the effort and time
to compete for sales in those areas are not being given the chance
to do s0 on what they term “big ticket items.” _

We have made some progress in addressing a number of specific
ﬁncems which American business has shared with me. Among

em are: - 3 .

The potential need to share new technology with NTT and to di-

patents and proprietary information. There is uncertainty as -
to the means by which NTT would safeguard that data;

Further, there has been a lack of adequate information regarding
NTT’s long-range planning process; :

And, finally, the fact that NTT specifies to the smallest detail
the engineering design characteristics rather than judging a prod-
uct on the basis of its overall performance. :

Now, I have said that we have made some progress in those
areas. NIT has demonstrated a commitment to safeguard propri-
etary ‘information, and the few U.S. firms that I have talked with
who have expressed that concern I believe are close to being fully
satisfied that that would be the case. ’

I have been told by NTT top management that long-term plan-
ning will be made available in the future. And, as regards design
rather than performance standards, NTT has very recently an-
nounced a willingness to consider products acceptable to its system
so long as they are of equal price, are in fact adaptable, and can be
provided at competitive pricing. B

Now, these are assura¥ices of intent, and they will not guarantee
sales; but I think they are représéntative of ah apparent desire to,
open the system even if the pace remains, in my-mind, disappoint-
lng. . - e -,
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I am personally, in addition, skeptical of significant movement
away from NTT’s insistence on design criteria; and, absent this,
grt er progress for U.S. companies could well be years into the

ture. .

The importance to American firms of successfully competing for
NTT purchases goes well beyond NTT itself. Japanese manufactur-
ers use NTT standards in supplying to NTT and to other customers
in Japan and in third country markets. The difficulty of penetrat-
in Ja%a.n’s high technology markets is thus compounded without
N'f'l"s lessing. .

To allow Japanese manufacturers a safe haven from which to
compete with U.S. firms in third country markets is obviously in-
imical to U.S. interests and to the tenets of reciprocity in world
trade. Indeed, the ability of Japanese manufacturers to compete ef-
fectively is demonstrated by their penetration of the U.S. telecom-
B For excaapl hases by ATT along from J

, for example, purc y ong from Japanese
su{)iliers exceeded $& 'miFlion..
ave to say that NTT itself is concerned about the low level of
participation by American companies. This spring they sent a
senior-level mission to the United States to promote procurenient
and easier entry. They met with several U.S. firms, and they vis- .
ited the Commerce Department. I visited with thegroup at the end
of their trip, and I reiterated our support for the ability of U.S.
manufacturers to compete for big-ticket items.

While that mission was useful as a signal of NTT’s effort to
make the agreement work, again I agree with all of you, the princi-
pal measure must be actual purchases by NTT of American tele-
communications equipment.

I have recently had some indications that NTT is conducting
ghs?t are labeled “s:rr(iﬁus t:l;lchnicalbtiimsul:‘ations" wi:h atﬁlieast dlt\;lo

.S. companies regarding the ibility of incorporating their digi-
tal central switching systems 1}1)10&8 the telephone network. But
mere technical consultations do not a sale make. They could
result—and this i3 what I think all. of us fear—in an unending
drain on corporate time and money and no progress in making
profits for the corporation. :

There is another development on the horizon of very.substantial
significance: A Japanese Government administration’s study com-
mission has recommended after a 2-year effort that NTT be reorga-
nized 8o as to divest government involvement. That is, NTT would
become a private corporation, theoretically answerable to its share-
holders rather than to the Japanese Diet and to the Ministry of
Po(s)ts and Telecongemunicatlions. h for th posed :

ne reason, interestingly enough, for the pro reorganiza-
tion is dissatisfaction with NTT's profitmaking performance; it is
alleé_ed to be overly centralized, heavily bureaucratic, and highly
inefficient. I wouldn't want to make any predictions, but I believe
that the stockholders and boards of directors in Ja probab
behave in somewhat the same way as in the United States. If.
were to be turned over to private ownership, I suspect that the
elimination of many of these inefficiencies and the need to operate
gnf profit would translate into greater opportunities for American

rms‘ i ’ !
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The decision on whether to change will be made within a month,
.?ut the potential effects of which I speak will be years into the

uture.

In summary, U.S. business must be under no illusion about what
these agreements will accomplish. Neither the Government Pro-
curement Code nor the NTT Agreement can guarantee sales; nor, I
might add, can the U.S. Government force the concluding of busi-
ness contracts. American firms must recognize, and I think that
‘they do recognize, that it will take a lot of time and a lot of re-
sources on their part to make sales to foreign governments.

As we all know, it is not easy to do business with governments.
The executive branch, and particularly the Commerce Department,
will continue to assist in every way that it can.

Your committee’s aggressive monitoring of this process, Mr.
Chairman, has been very helpful, and I hope it will continue; but
in the final analysis it is the private sector’s responsibility to move
aggressively and competitively to establish a position in overseas
government procurement markets.

Thank you, sir. - .

. [T}ie prepared statement of Under Secretary Lionel Olmer fol-
ows: :
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LIONEL OLMER
UNDER SECRETARY FOR INTERNATIONAL TRADE -
ONITED STATES DEPARTMENT OF COMMERCE ‘

.  BEFORE THE . .
SUBCOMMITTEE ON INTERNATIONAL TRADE OF THE
BEMATE FINANCE COMMITTEE
JUME 9, 1982

Mr. Chairman and Menbers of the Subcommittee:

1 wﬁrochto the opportunity to appear here today to zjcviw the
operation of the Governwent Procurement Code ﬁ:d of our separcate,
bilateral agreement with the Goyernment of Japan regarding
procuresent by the Nippon Telegraph and Telephone Public -
Corporation, or "NTT." _
The Government Procurement Code was accepted b? Congress in the
Trade Agreements Act of 1979, and the KTT Agreement was concluded by
an exchange of letters botween the United States and Japan in
December, 1980. Both agreements took effect January 1, 1981 and
were viewed as important breakthroughs in opening government -
markets. In theory, they were to make available to American
suppliers through competitive processes more than $25 billlon in
annual foreign qovezm’aeni: procurements.. At the same time, it was
estimated that the Procurement Code would open approximately t17;5
billion of the $100 billion U.S. government procurement market dto
foreign suppliers. Under the Code, foreign suppliers have access to
purchases of goods by nearcly all U.S. Govemu.ent agencies with
certain exceptions, such as the Departments of Transportation and
Energy, the Tennessee Valley Authority and the Bureau of Reclamation.
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While the Procurement Code and the NTT Agreement themselves were not
intended to provide guaranteed sales for U.S., cdapanies, they were
designed to open new opportunities in markets previously closed.

The agreements were expectdd to be a useful step in advancing the
sultilateral trading system by opening the government purchasing
sector to intomational"‘w—ﬁiﬁl/‘c;n;__Xoj:‘_ these results remain to be
experienced. American companies have been slow to react, at least
48 measured by. siles wtuui‘y‘ugutond_. However, more time ls

_needed before we judge whether the high expectations vhich were

widely touted at the time still-may result. The Department of
Cosmerce has put a high priority on iaple-gntation of these
agreements. We are trying to. assist U.S. industry by a variety of
means to take advantage of the opportunities created by the
agreements and are monitoring compliance by foreign qovernn;nt: with

their provisions.

ration of the er Procurement Code
As I've said, it is too early to Know hov successful U.5. companies
will be in selling to foreign governments. Considering the changes
in ﬁ:ocuruont policy and the new requirements for more open,
transparent procedures uhiéh are V_m_;__\;hted by the Code, the outlook
a8 measured by the first year's ;;rperlonée ‘ln—;; judgment is
deserving of very guarded optimism. TFor example, prior to the Code,
foreign government procurement intentions were largely secret; in
1981 we saw over ‘1,405 procurement announcements published by the
Code signatories, and thus far in 1982 over 700 announcements have
been published. We are pleased with this response.

\
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There are problems, nonetheless. During the first year we
encountered difficulties ranging from the slowness with which sonme
governments implemented .the Code to haphazard implementation efforts
by others. As a result of our survelllance efforts, we became avare
0f problems with impleméntation by the Buropean Community. These »
include the pncticg of eicludlng the value-added tax when
estimating the value of potential contracts, vhich h'u‘ the effect of
reducing the number of EC purchases covered by thé Code, since the
minimum value must be $182,000; and a lack.of compliance by Italy
throughout 1981. We are also aware of problems with Japanese
implementation, including qualification procedures and queéstionable
use of recurring purchase procedure.s. During the first months of
the Code, practically all signatories experienced some difficulty in
meeting the 30-day bid deadline requirement. By the end of 1981 the
majority of these problems had disappeared.

Whenever a Code problem arises with any signatory, we have
instructed our embassies to raise the matter immediately with the
host government. We have pursued all of the problems I just
mentioned both bilaterally and multilaterally through the GATT
Government Procurement Code Committee. In some cases we have used
the formal consultations procedures of the Code to discuss these
issues, and ve are considering the possible initiation of the formal
dispute mechanism of the Code. -
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Zaking Advantage of Procurement Opportunities

Business must receive information from overseas on & timely and

usable basis. Accordingly, we have designed and implemented an

acquisition and dissenination system to put U.S. firms in touch with

nev foreign procurement opportunities in the quickest way possible:

Proposed foreign government purchases and qualification
procedures are actively sought out by our embassies
overseas, cabled to Washington by the Foreign Commercial
Service, and disseminated to U.S. firms through our
computer-based Trade Opportunity Program (TOP).

Key information is also published in the Commerce Business
Dailys and we are working with trade associations to obtain

even broader publicity.

¥We have identified and will provide to the business
community on request lists of firms which will translate

tehder documents.

Commerce officers in Washington, in the District Offices
around the country, and overseas are contacting interested
tirms directly to advise them of important bidding
opportunities.

PCS officers in our embassies are counseling U.S.
businessmen on trade problems and arranging meetings

between them and appropriate foreign contacts.
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¥We have begun an extensive publicity campaign to increase private
sector avareness of opportunities generated by t!;e Code.- 3arly last
year we published a booklet and a pamphlet on the P:ocuunom;. Code
and @ b;ochuxc on forelgn government procurement uqulathnl. We
are planning 8 media campaign to attract additional TOP subscribers,
a training program to familiarize the trade specialists in our
District Offices with the working of the Code, and a seminar program
for the business comnmunity.

The Poreign Commercial Service, in conjunction with overseas
Anerican Chambers of Commerce, has sponsored seminars on government
procurement in London, Rome, Milan, FPrankfurt, Paris and Rotterdam,
These have been excellent opportunities to inform subsidiaries and
affiliates of American companies, as well as importers of American
products, of the opportunities created by the Procurement Code. To
improve our delivery time on procurement notices, FCS officers
working with cooperating American Chamber organizations in Italy and
Germany are selectively distributln;; procurement notices abroad to _

U.8. subsidiaries and representative firms.

8imllarly, our District Offices in this country have lchodulﬁ *how
to" seminars on the Procurement Code. Three seminars have been held
to date. Seattle and Portland hosted seminars last fall, and
Greensboro, N.C. held a session earlier this spring.

ssions of Performance -
We do not yet have available any statistics on how many contracts
U.S. tirmoc have won as a result of the Code nor how many foreign

sales have been made to the U.S. Government. Currently, we are
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compiling data on total U.S. procuremsent and Code-covered
purchases. Similarly, other Code gignatories are also ptepuxlﬁg
datz in compliance with the Code's requirement tha£ menber countries
keep statistics on their purchases. This information must be
reported annually and will be available this fall when all
signatories are expected to report to the GATT on the first yaar

. (1981) of Code operation. We do, however, have impressionistic
evidence that U.S. firms are pursuing some of the opportunities
created by the Code.
For example, contacts with foreign government officials from a wide
range Of countries, including the Nordics, member -£atel 6! the
Buropean Community, Japan and Hong Kong, indicate that American
ficmg seea to be pursuing nctivély a number Of procurement
opportunities. One interesting example is Japan where we have had
two indicators of increased interest ip Japanese procurement
opportunities. Our Embassy in Tokyo has had numerous inquiries from
interested potential suppliers. Moreover, some bid documenuts and
general inquiries have been returned to our Embassy by various
Japanese ministries because the documentation was improperly
prepared or U.S. firns weie unaware of the need to submit
information in Japanese. Both indicators demonstrate an increased

awvareness of procurement opportunities in Japan.
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Similarly, we know from conversations with American companies that
they have begun to investigate th: opportunities created by this
Code. But I believe many firms are still in the marketresearch
_phase. They are using the various Commerce information sources to
develop marketing information befo:e'declding vhether to pursue

formally foreign government contracts.

At the same time, we also have the impression that there are
elements of the business community that are still not aware of these
opportunities. We are working through the programs outlined above
to ld&t;ll this problem. Nevertheless, we do face the more
fundamental problem that there is only a relatively small set of
firms which have developed the marketing techniques and capability
to mount a successful export business. I would note that this is
precisely why we strongly support the earliest possible enactment of
the Bxport Trading Company (BTC) legislation still pending before
the Congress. The creation of ETC's we think will anelioiste some
of the risks and costs involved in marketing products overseas and
thereby greatly improve U.S. firms' export capabilities, especially
those of medium sized companies who have limited ability to invest

in these fundamentals,

Reneqotiations

While it is true that the present Procurement Code advances the
possibilities of opening access to foreign markets, it is also true
that some markets still remain closed. During the negotlation of
the Code, the United States' objective was to include within the
Code all government ministries and agencies. Despite this

objective, important areas of forelgn government purchasing in which
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U.S. firms are highly competitive remain beyond the scope of the
Code. With the notable exception of NTT (which is only partially
covered by the Code, but 1s following Code procedures for all of its
purchases), government agencies that are the principal purchasers of
toloéouumnlcntions equipment--and particularly those in Burope and
Canada--are not subject to the Code's provisions. The same is true
for heavy electrical and transportation equipment. Recently we have
initiated effnrts to expand the scope of the Code to cover these
areas through negotiation. The Code itself calls for formal
renegotiation to begin not later than December 31, 1983. We hope
that the GATT Government Procurement Committee will initiate a
technical work program this fall to prepare for these renegotiations
and that the GATT Ministerial Meeting will ensure that they begin at

an early date.

NTT Aqreement

Now let me turn to a review of the NTT Agreement, the successful
inplementation of which is an important element in our tzadg
relations with Japan.

Like the Code itself, the NTT Agreement has been in force for a year
and a half., During that time, we have witnesseé very significant
changes in the leadership and management of NTT. The president, Dr.
Hisashi Shinto, was rec:ulted—!roi outside the government. Though
he has had training as an engineer, he was not part of the
counun}catlons or computer industries. Most important, he has a

commitment, which I believe is deeply felt, that the oppning of NTT



62 -

‘15 first and foremost in the best interests of his country because
tt will make available to Japan new technologies, products and
ideas, Dé; Shinto is the best kind of ally we could have; his
interest in implementing the Agreement is spurred by the perception

that it serves Japan.

NTT has been forthcoming in establishing procurement procedures and
working with us to resolve start-up problems. They have published
considerable technical 1n£oraat£9n in BEnglish, 1ncfﬁdtng a guidebook
on selling to NTT. Last year NTT presented seminars in the dnited
States on theranpunese interconnect market which provided guidance
to American firms on NTT's procedures and technical requirements for
type approval. Last June, I led a U.S. mission to Tokyo for a
seminar hosted by NTT which was useful in providing about 75
representatives of American firms who were present with in-depth

knowledge about NTT procurement policies.

Despite NTT's show of good faith with regard to technical
implementation, the tizsg_yeat and a half of the Agreement has
nonetheless been disappointing to U.S. companies and to the U.S.
Government as a whole, I believe. Quite frankly, we have seen only
a minimal amount of U.S. sales to NTT. To date, while 43 American
companies have become qualified suppliers, only eleven American
companies won contracts out of a total of 117 cong:acts for which
NTT solicited bids. The contracts to these 11 American firms were

worth-approximately $3.4 million and were primarily for equipment at
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the low technology end of the telecommunications/information systems
spectrum. In addition, last year NTT purchased more from American
cozpanies on a basis which was ocutside the agreement, approximately
$12.5 million, than under the aqéeenient. This is accounted for by
small quantity purchases of such products as measuring instruments

and nini-computers for use in NTT laboratories.

The reasons for the lack of U.S. participation are not entirely
clear. In some cases, U.S. manufacturers were probably not willing
to bear the effort of meeting NTT's rigid standards. Such a
decision probably was taken with a large measure of skepticisa as to
NTT's bona fides and should not be viewed as a reflection of basic
U.S. competitiveness. In other cases, the quantities being
purchased were apparenfly too small to warrant the expense of
modifying the product to meet NTT requirements. But a major part of
the problem is that NTT has yet to offer i:idding opportunities on
major high technology purchases such as central switching and
transmission equipment. The large U.S. companies wno might well be
willing to spenﬁ the effort and time to compete for sales
opportunities in this highly sophisticated, complex area are not
being given the chance to do so in what_they term "big ticket" sales.

Moreover, American businessmen have shared with me a number of more

specific concerns about NTT's procurement practices. They include:
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-~ the potential need to share new technology, and to divulge
patents and proprietary information,

== the lack of adequate'informat;on regarding NTT's long range
planning, and

== the fact that NTT will specify to the smallest detail tyo
engineering design characteristics of a product, rather
than judging a product on the basis of its overall
pecformance. )
We have made some progress in eliminating these concerns: NTT has
demonstrated its commitment to safequard proprietary information; 1
have been told by NTT top management that long term planning will be
made available in the future; and, as regards "design” rather than
"performance” standards, NTT has just announced a willingness to
consider products acceptable to its system even if different s0 long
as they are of equal quality, are in fact adaptable, and can be
provided at competitive pricing. These “assurances of intent” of
course won't guarantee sales either; but they are representative of
a desire to open the NTT system even if the pace remains, in our
minds, somewhat disappointing. I am personally skeptical of
significant movement away from NTT's insistence on design criteria
for systems and components, and,‘absent this, further progress for

U.S. companies could be years into the future.
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The -importance to Anerlcan_firns of successfully competing for NTT -
purchases goes beyond NTT itself. NTT sets standards for products
as well as for components; Japanese manufacturers use these
standards in supplying NTT and other customers in Japan and abroad.
To allow Japanese manufacturers a safe haven from which to compete
againsg U.S. firms in third country markets is inimical to the
interests of American manufacturers and to the tenets of reciprocity
in world trade. 1Indeed, the ability of Japanese manufacturers to
conpete effectively is demonstrated by their penetration of the
United States telecommunications market. It is interesting to note

Athae in 1981, purchases by AT&T alone, from Japanese suppliers,
exceeded $50 million.

-~ .

~
It is impdrtant to note NTT is also concerned about the low level of
participation by American companies. This spring, NTT neni a senlor
level mission to the United States to promote NTT procurement and
easier entry of U.S.firms to the NTT macket. 1 met with the NTT
group at the end of their trip and used that opportunity to
reiterate our support for U.S. telecommunications manufacturers
which we believe are clearly capable of making competitive sales to
NTT. while the mission was useful as a signal of NTT's continuing
desire to make the agreement work, the principal measure of NTT's
performance must be its actual purchases of American

telecomﬁunications~equipment.

I have been moderately encouraged by scme recent developments. Last
month, NTT announced that Motorola has become the f£irst American

firm-to be granted documentary selection as a supplier of mobile
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telephonos. While this do¢s not represent an actual sale, it does
mean that, pending prototype approval, Motorola is qualified to sell
such equipment to NTT in the future if the price is right.
Purthermore, we have indications that NTT is holding serious
technical consultations with two American companies regarding the
possibility of incorporating their digital central switching systems
into the NTT network. If this vere to result in successful ) -
applications by the American companies, it would be a major
accoaplishment and could well signal an opening of the Japanese
telecommunications market. But mere “"technical consultations® do
not a sale make; they could result in an unenging drain on corporate

time and money and no progress in making profits for the corporation.

We have also had some positive results in the interconnect market.
Type approvals\ have been granted to four American firms including
Plantronix, for light wéight headsets; ITT for telephone handsets;
Rola, for computerized PBX equipment; and Paradyne for high speed
modens. I hope this sets a pattern for the future with regard to
NTT. Obviously, both we and American companies will have to

continue to exert the maximum effort in order to ensure that this

agreement is successfully implemented.
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There is another development on the horizon of potential
significance. After a two year study, a Japanese government
administration study commission has reconmended that NTT be
reorganized s0 as to divest government involvement. That is, MTT
‘would become a private corporation answerable to its shareholders
for its annual budget and plans, rather than to the Diet and the
Ministcy of Posts and Telecommunications. One major reason for the
proposed reorganization is dissatisfaction with NTT's profit-making
porformance; it is alleged to have been overly centralized with
bureaucracy and highly inefficlent in its operations. Now 1
wouldn't want to make any predictions, but I believe that
stockholders and boards of directors in Japan probably behave in the
sane vay as in the U.S. If NPT were to be turned over to private
ownership, 1 suspect that the elimination of these inefficlencies
and the need to operate for profit would translate themselves into

greater sales opportunities for American firms.

Summarcy
U.S. business must be under no illusion about what these agreements

will accomplish. Neither the Government Procurement Code nor the
NTT agreement can guarantee sales. American firms must recognize
that it will take & large amount of time and resources on their part
to make sales to foreign governments. As this Committee well knows,
it is.not easy to do business with a foreign government. The
Executive Branch--and particularly the Department of Commerce--will
continue to assist in every way it can. Yet in the final analysis,”
it is industry's responsibility to move aggressively and
competitively to establish a position in overseas government

procurement markets.

Thank you.
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Senator DANFORTH. In 1979, at the time of our consideration of -
the Trade Act, we were told by FTR in writing that the estimated
annual foreign government procurement es that would be
opened up to the United States would be $25 billion. I understand
that you don’t have the numbers now, that you have not done an
accurate count of what has been opened or not. Would you make
the same estimate today that was made in 19797

Ambassador Brock. Yes, I would.

Senator DANFORTH. Do you agree with that, Mr. Olmer?

Mr. OuMER. Well, accounting for inflation, it would probably
have to move up somewhat; but in 1979 dollars, yes.

Senator DANFORTH. Do you believe that the same optimistic out-
come as a result of the Government Procurement Code that was
projected in 1979 will actually occur?

Ambassador BRock. What did they say in 1979? They couldn’t
&zﬁ"e come in here and guaranteed that we would have gotten $25

ion.

Senator DANroRTH. No, no guarantee, but just an estimate. The
whole point of entering into the Agreement was that it would serve
the interests of our manufacturers trying to sell in foreign mar-
kets, that it would be a good deal for the United States. And the
estimated figure at that time was $25 billion in foreign government

rocurement. I was just wondering if it would be the same estimate
if it were made today. .

Ambassador Brock. I think, in terms of the bid opportunity, a
$25 billion bid opportunity clearly is possible under the Procure-
ment Code. By no means does that guarantee we would get the
business, but it does mean we would have an opportunity we have
not had before. '

As I mentioned in my testimony, we had something over 2,000
bid opportunities that we have identified in 1981 which were not
available to us before.

Senator DANFORTH. How many of those did we get, do you know?

Ambassador BrRock. We don’t know that. The survey is presently
in the field on the part of our Government and other governments,
“and we are supposed to meet this fall for a meeting in which we
exchange notes and information to see what we can pin down on
that. It will be less than fully precise, but it will be a lot better
information than we now have.

Senator DANFORTH. It is obviously one thing to put out a notice
that there is going to be an opportunity to make a bid on some-
thing; it is quite another thing to make the deals.

Ambassador Brock. Yes.

Mr. OLMER. Mr. Chairman, if I might make a comment, I didn't
mean to imply that the optimism that was expressed at the time
this code was urged on American business is necessarily warranted
today. I think that we have gotten a little sophisticated ourselves
at judging the reality of the situation, and I think we do recognize
in a way we didn’t then, that there are some unrealistic expecta-
tions. But we started from a point where we had nothing, so in a
sense we are moving forward in an opportunity-creating situation.

It is interesting to note that of the 2,000 opportunities that have
been published the Government of Japan is responsible for three
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times as many as anyone else. And yet our success in Japan has
not been significant. -

Senator DANFORTH. But the whole point of any free-trade argu-
ment is that it is in the best interests of our people, that we can
make sales, that we want to pursue a policy of free trade because
we have the opportunity to sell what we created in other markets.
And the Government Procurement Code was supposed to be a part

of that strabegg;.

Are you of the view now that the position that was taken back in
1979 and the estimates were well founded? Or are we headed in the -
right direction with the Government Procurement Code? Or has it
been a very marginal improvement of our situation, or no improve-
ment at all? R

Mr. OwMmEeRr: This is an unrehearsed answer. I think we have
made some marginal improvements in our situation. I think that
even though a lot of sales have not been registered with NTT that
on balance I wouldn’t rather be in Philadelphia. I think it was a
good thing to do. It's the right direction to take.

Ambassador BrRock. I agree. I want to caution us against being
such total supply-siders that we only talk about sales. You know, if
we open up our markets, that simply means that we get to buy
things more competitively, too. That's not bad, either.

Senator DANFORTH. No, it’s not bad; but you would like to sell
something, too.

Ambassador BRock. Well, we sell pretty well, Senator. We still
are selling more than we buy by a long shot. In all manufactured
goods, all agricultural goods, all services, we are a very competitive
country. -

Senator DANFORTH. Yes, but we are talking about the Govern-
ment Procurement Code.

Ambassador Brock. I am aware of that.

It is an opportunity that we did not have 2 years ago. I think
Ambassador Strauss, or whoever cut this deal, served the country
well. It is up to us to make it work.

Senator DANFORTH. I visited last year with Mr. Shinto of NTT,
and you have apparently visited with him more recently than I
have, Lionel. But he said the same thing last year that he appar-
ently said to you, that he was very interested in NTT making pur-
chases from U.S. suppliers but that he was disappointed at the
number of inquiries and the number of bids that have come from
U.S. manufacturers.

I wonder why that would be so. It seems to me that there would
be a couple of explanations for the limited number of bids that ap-
parently have been forthcoming from U.S. suppliers.

One explanation is that we don’t believe it, that American manu-
facturers do not believe that Ja: is going to buy American prod-
ucts; we do not believe that is going to buy American prod-
ucts; we don't believe that other countries are going to buy Ameri-
can products. They can solicit bids, they can put out information as
to potential contracts, but that they are not going to end up buying
what we make in the United States; so that it is a sham and why
get involved in it and why go through the drill if we are not going
to make sales? That is one explanation.

-
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There is another explanation. The other explanation is that U.S.
industry has just gone to sleep at the post, that we do not really
operate in a competitive fashion ourselves. And this is something
that the Japanese have been telling us for quite a while now. They
say that they are willing to buy what we make in the United
States. They say that they are not as protectionist as we have
claimed that they are, and they say that the U.S. industry has
been looking internally rather than externally, we have not availed
ourselves of the opportunities that are there, and that basically
American business is carrying around a lot of lead in its pants.
Which, or both, of those explanations or some other explanation
would you say would account for this phenomenon?

Mr. OLMER. I would say without any hesitation whatsoever that
the larger reason relates to the first part of your proposition rather
than to the allegation that American business is noncompetitive,
fat, dumb, and happy, in the areas in which NTT is most
interested.

Shinto’s admission that NTT wants agreements with AT. & T,
with IBM, and with some other smaller and less well-known corpo-
rations in the United States is evidence of their recognition that
Americans still have high technology innovation that is useful to
the Japanese public.

I would like to offer for your record, Mr. Chairman, the results of
a Japanese public opinion survey that Charles Wick of the Interna-
tional Communications Agency conducted. It is dated May 11. This
is a public opinion poll in Japan.

[The information follows:]
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Resparch Memorandam

USICA

For Versajlles Pconomic Summit

JAPANESE PUBLIC OPINION ON VERSAILLES SUMMIT ISSUES

In April, USICA cosmissioned a mational opinion survey in Japan.
RKey findings from this and recent Japanese surveys follow:

MACROECONOMICS AND INTERMATIONAL MONETARY ISSUES

Issue: Economic Policy Coordination

Public Opinion Climate for U.S. Policies -

¢ Pessiaism is pervasive about Japan's economic sit-
uation and the outlook for next year.

© The U.S. is seen as the strongest economic power.

o There is fairly widespread belief that U.5. economic
policies are haraful to Japan. .

a8 8 @
A large majority (67%) of Japanese see their country in poor
economic health, twice as many as did so a year ago. Moreover,

Tev [CV) belleve the economy will improve over the next year;
far nore” {40%) think things will get worse.

Energy (558%) and_inflation gsot; are seen as Japan's most im-
Frtant problieas. crriers apan's exports are mention

y an appreclable minority (35%).

In the context of relatively low inflation and unemployment
rates, the public splits over favoring government measures that
decrease job sness at the coat of continulng Inflation {J88),
or taking ateps to reduce inflation at the risk of more unem-
ployment (36%).

To the limited extent it is an issue, unemplo nt is most often
attributed to domestic policies (52%) rather an actions o
other governments (138). However, most of those assigning prin-
cipal blame to external sources name the U.S.

On_overall U.S. economic policies, twice as many believe they
have been harmful [10W) rather than helpful ([208) to Japan's
economic situation.
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Apparently little is known about PC economic policies. A plur-
ality (42%) express no opinion on whether they harm or help
Japan‘s economy. Of the rest, slightly more see the PC policies
as harmful rather than helpful.

About twice as many Japanese see the U.S. (40%) rather than
Japan (22%) as strongest economically, but perceptions of Jap-
anese economic supremacy have risen since 1981.

Issue: Exchange Rate Policy

Public Opinion Climate for U.S. Policies

o In the context of apparently limited public knowledge
about exchange rate intricacies, relatively few per-
ceive a strong U.S. dollar damaging Japan.

LI I 4

The public now sees the dollar as a strong (52%) rather than a
weak (25%) currency, a significant upward shift since 1379 when
the margin stood at 44 to 37 percent. Among those whc see the
dollar as strong, twice as many think it is & bad (23%) rather
than a good thing (10%) for Japan. However, only somewhat more
think the strong dollar results from deliberate U.S. policy than
from conditions beyond U.S. control.

TRADE AND INVESTMENT

Isaue: NTBs, etc.

Public Opinion Climate for U.S. Policies

o Pree trade practices are barely supported over protec-
tionism.

o U.S. trade policy is predominantly seen as harmful to
Japanese exports; there is considerable uncertainty or
ignorance about EC trade practices.

O There is no consensus on whether foreign f{mports are
essentially beneficfal or harmful to Japan.
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By a narrow margin (45% to 36t), the public endorses a policy of
fewer restrictions on trade over protectionist measures. The
margIn In favor of free trade has dropped signiflicantly over the
past three years. Moreover, about half those now favoring free
trade would change their aind in harder econwmic times.

Significantly, the public believes by a wide margin that their
governament does not practice a free trade policy.

Perceptions of U.S. trade policies are prevailingly negative,
with more seeing them as hindering ({IV) rather than helping (25%)
Japanese exports to the U.S.

EC trade policies seem unknown to many, with half (49%) express-
ing no opinion about them. Among the rest, somewhat more see the
EC's policies hindering rather than facilitating Japan's efforts
to sell goods in Europe. -

Japanese are more or less divided on the bottom-line impact of
foreign imports on Japan: slightly more belleve that imports
tend to Increase unemployment (38%) than to reduce prices (29%).
At the same time, the public sees the availability of goods at
lower prices (41%) as the best argument againet import restric-
tions.

Issuve: Agriculture

Public Opinion Climate for U.S. Policies

o There 18 prevailing belief that freer trade in agricul-
ture would lower food prices, but the public also tends
to support limits on imports that might harm Japanese
farmers.

® & o & B
A_clear majority (59%) believe that freer trade in agricultural

products would tend to lower the cost of food in Japan. Only
17 percent foresee 1ittle impact on prices from freer trade.

Nevertheless, support for increases in agricultural imports is
problematic. In March, the public favored [55% to 36%) Iimiting
farm Imports which “deal a blow to Japanese riculture.¥ And
despite thelr high costs In Japan, only slightly more o)
thought Japan should ®import more AMaerican agricultural products
such as beef and oranges® than were opposed (41%).
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Issue: Investment

Public Opinion Climate for U.S. Policies

o Public opinion supports Japanese investment in the U.S.
a o &
In March, a large majority (70%) thought it good "for Japanese

entrepreneurs to set up ants in the U.5. and increase job op-
portunities for Americans.”

Issue* U.S.-Japan Trade Issues

Public Opinion Climate for U.S, Policies

o The public mainly sees the problems of the U.S. auto in-
dustry as self-inflicted.

o Opinton is divided over the reasonableness of U.S. de-
mands for market access, but there is substantial will-
ingness to take steps to improve trada relations.

* a2t v e

In March, a majority (59%) saw the auto problem as caused by the
U.S. auto Industry {tself rather than by Increasling Japanese

auto exports [27%).

In mid-April, opinion split evenly between those who think that
strong U.S. requests for Japan to ‘open 1ts markets more” to
0.5. sgcricultural and Industrial products are reasonable {d6%)
and those wvho think the site ({8%). Nonetheless, a major-
Tty (508 to J8%) Tavored "accepting” the U.S. requests.

EAST-WEST BCONOMIC ISSUES

Issue: COCOM/Strategic Trade

Public Opinion Climate for U.S. Policies

© Views on trading with the Soviet Union are mixed.

o Widespread opposition exists to granting low interest
lnans and credits to the Soviet Union to promote trade.
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o Coordinating trade policy with the U.S8. is widely en-
dorsed, even at the odst of losing some Japanese trade
with the Soviet Union.

L B B N

A majority (56%) of Japanese 40 not think their country's pros-
perity depends on trade with the Soviet Unlon; relatively few
(ZIN) believe that it does. Noreover, very Iew (4%) see trade
with the Soviet Union as a critical issue for Jspan.

Honethcleuﬁ only 18 ﬁrcent think uhtlrﬁ% levels ct t.nde with
the Soviet Unlon Ou. of events an
and Afghanistan. Conl!denb!y more (32 think these wentl
should not affect Soviet trade.

At the same time, the public believes (518 to 11%) Japan should
make no special concessions to Moscow, such as low interest Joans
or credits, in order to further trade.

By & narrow margin, the Japanese also agree that Western nations,

including their own, should have tight restrictions oa selli
high technology to the BSoviet Unlon (36% to 238). Last year,

opinfon split evenly (484 vs. 28%) on this issue.

The public appears quite uncertain about the political effects
of dbuying energy from the Soviet Union. B8y a slight margin
they believe such practices will make Japan vulnerable to Soviet
political pressures (27%) rather than moderating Soviet actions
(228). BHowever, a plurality (40%) express no opinion.

A majority (578 refer coordinating Japan's Soviet trade 1-
cy ¥ e ._even a e _cost_of losing some trade. g!y
one In ten (ﬂ) vould rlsk harming relations with the U.S. to
make the best possible separate deal with the Soviet Union.

ENERGY

Issue:t Energy Security -

Public Opinion Climate for U.S. Policies

o The Japanesc public continues to see energy security
as a key problem for Japan.

LI I I

Japanese rate oil and energy problems (55%) slightly ahead of
inflation (S0%) as one of Japan's two most important probleas.

Prepared by:
Gordon Tubbs (PGM/REA) N-5/11/82-A
724-9351
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lM;. OLMER. ] would just like to call your attention to three con-
clusions:
Free trade practices are barely supported over protectionism;
United States trade policy is predominately seen as harmful to

Japan;
m there is no consensus as to whether imports benefit or harm

Japan. -

ﬁ%ﬁv, all of us have different opinions about pollsters and the
utility of polls; but, to the extent that that may be accurate, and it
was used as a paper to help guide the President's team in prepar-
ing for Versa.nli‘ es 80 ] suspect that the results were scrubbed fairly
carefully, it strikes me that any businessman is going to have one
heck of a time competing in Japan. And we all know that.

Seng’tor DANFORTH. Ambassador Brock, do you have any com-
ments?

Ambassador Brock. Well, I think I agree with Secretary Olmer
that in this icular field the companies that are potential com-
petitors are bright, smart, aggressive, tough, competent, and fully
able of holding their own anywhere in the world.

Senator DANFORTH. Our companies?

Ambassador BRock. Our companies.

I think there is one factor that does have to enter in the conver-
sation that you did not mention, either one of you, and that is the
fact that in the switching area you are dealing with intensely ex-
pensive and sophisticated equipment. I do think that it takes some
time for the companies to move from a nonopportunity situation
where they were prior to January of 1981 into a competitive cir-
cumstance to, frankly, gear up to do the market analysis, to put
sales people in the field, to get them trained and competent in the
problem area. That takes some time.

But I think, while I would not be so charitable about American
business in general because I do think a lot of it has lead in its
britches and sleep in its eyes, I think in this particular case we are
competitive and would take the opportunity if in fact it were avail-
able. But that’s exactly what we have to see in the next 12 months.
We'll know. .

Senator DANrorRTH. Well, 11 out of 117 contracts—wasn’t that
your testimony? Eleven sales, all at the lower end of the technol-
ogKispectmm?

r. OLMER. Yes. And I might say that overall in purchases by
NTT from American corporations, more money was exchanged by
purchases outside of the agreement than within the agreement.

Ambassador Brock. That's right. -

Senator DANPORTH. If NTT is reorganized, what does that do to
the agreement?

Mr. OLMER. I think by the time it would be reorganized under
the current plan, this agreement would probably have expired. In
other words, this is a 33:” agreement, as I recollect. )

Ambassador BRoCK. Except for a renegotiation at the end of 1983
. for a 3-year extension.

I think if we see real tangible opportunity in the next 12 months,
then it would obviously be in our interest to extend the ment
for another 3 years. If we see no such progress, then it clearly
would not be in our interest. :
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Senator DANFORTH. Are you talking about the NTT agreement?

}f\mbs;ns:ador Blbolcx. Yes, NTT. But txin Ieit‘l:er casﬁl——l think tll}is is
what Secretary Olmer is saying, and I thoroughly agree—if we
have extended the agreement, it will be predicated upon successful
bids, successful achievement.

Senator DANFORTH. But what I am asking is, if NTT is reorga-
nized it is no longer even a quasi-governmental entity?

Ambassador Brock. Legally, then, the agreement will no longer
hold, but we will have established our market presence by sales,
and we will be in a position to compete, I think. That's the answer
I can give.

Senator DANFORTH. You don’t view the reorganization of NTT as
an escape from the agreement?

Ambassador Brock. I don’t think that Dr. Shinto views it as
such. In all honesty, if others do, I don’t think it reflects the man-
agement attitude.

Senator DANFORTH. Senator Heinz?

Senator HeiNz. Thank you, Mr. Chairman.

Mr. Olmer and Ambassador Brock, you mentioned in your state-
ments a variety of things the United States is doing to try to make
itself even more competitive in world markets.

We are all aware of the Export Trading Co. legislation "that
would give American exporters new tools, both singly and in combi-
nation with others, to more effectively compete overseas.

Senator Danforth and I are working and hope to conclude our
work on reciprocity leglislation here in the Senate this month to
give us and you an additional tool to open up markets that might
otherwise be closed to us, whether or not we pass an export trading
company bill.

We are here today discussing the implementation of the means
to open up the growing preserve of governments, other govern-
ments’ procurement policies. That represents another very impor-
tant element of giving our exporters a chance to compete.

I think, as Senator Danforth’s questions have proved, those are
all very, very important, including the latter.

there any other elements to achieving our international
trade goals in terms of exports that we should be pursuing in addi-
tion to these three elements?

Ambassador BRoCK. Pass the budget. [Laughter.]

Senator HEiNz. I agree. Anything else?

Ambassador Brock. I can’t think of anything that would be more
important than that. .

nator HEiNz. We did that in the Senate.

Ambassador BRock. Yes, I am aware of that.

B ilSlenator HEiNz. You are talking on the wrong side of the Capitol,

Ambassador BrRock. No, no. I am speaking across, Senator, you
know that.

Foreign corrupt practices would be a great help.

Senator HeiNz. You certainly choose your words with great
impact, Mr. Ambassador. [Laughter.]

I note that the author of the FCPA amendment is here, Senator
Chafee. -



78

Ambassador Brock. I apgreciata the Senator’s leadership on the
subject. It is an important battle for us, and we need to win it. It is
still stalled in the House, but we do need those chanﬁee. They
really are depriving us of economic opportunity which can be
sought.

Senator Heinz. In addition to the FCPA, are there any other ele-
ments that the Congress should gut in place?

Ambassador- BROCK. Senator, I hope you will watch with great,

t care what happens in the next week. You mentioned 39
ours before we make certain decisions.

Senator Heinz. Thirty-five, now.

Ambassador BRock. We haven’t been here 4 hours, have we?

Senator HEINz. It may seem like it. I mean 38.

Ambassador BrRock. But, mentioning times, in less than a week
we will know whether or not the European community has been
able to ﬁree to the export credit arrangement suggested under the
OECD. That is a fundamentally important agreement. Twenty-two
or twenty-three of the twenty-four parties have agreed to it, and
the United States feels very strongly that that compromise is abso-
lutely imperative to reduce trade tensions and to offer us a fully
competetitive market-determined economic opportunity.

Senator DANFORTH. Mr. Secretary, if that agreement is not ac-
cepted, I would like to talk seriously to you about some options
that the Congress might take.

Senator Heinz. Well, I hope you will. It is not in the jurisdiction
of this subcommittee; it is in the jurisdiction of the International
Finance Subcommittee, but just like you were talking to Senator
Chafee, you are now talking to the other——

Am dor Brock. It is an area in which you have a modest
amount of interest.

Senator HEeiNz. Is there anything else that we should be doing?

Mr. OLMER. I would like to offer you a bit of philosophy.

Senator HriNz. Do we have time for that, Mr. Chairman?
[Laughter.]

Mr. OLMER. The best kind is the short kind, and that’s to main-
tain the white light of your interest and maintainin%‘a degree of
skepticism about the prospects the executive branch sometimes
brings before you with respect to international agreements and
what they are going to do for American businessmen.

I was in the private sector representing a high technology compa-
ny at the time of the Government Procurement Code's considera-
tion, and I recall urging on a number of Congressmen that a
healthy measure of skepticism would serve the business community
far more thah a rush to applaud just another international agree-
ment for its own sake.

Senator HriNz. I would like to add one other item to the list,
which so far includes the ETC bill, reciprocity legislation which
you strongly support, the Procurement Code elements we are talk-
Ing about today, the FCPA, and export credit subsidy negotiations
which are being conducted. I don’t know that I necessarily share,
Mr. Ambassador, your enthusiasm for the export credit proposal
we made, but there is one other area to mention, and that is the
kind of massive domestic subsidy that, for example, the EC in agri-
culture and other countries have engaged. Those massive domestic
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subsidies, while they don’t fall under the export subsidy provisions
of the 1979 Trade ments Act and the MTN, nonetheless are
Eowerful in keeping our products out and in flooding world mar-

ets so that it’s unprofitable even for efficient producers to do busi-
n

ess.

It is a sad state of affairs when the efficient producer—and I
don’t know of anybody who has ever said that this country is any-
thing less than the most efficient producer of wheat, of agricultural
commodities, of specialty steel; that's quite a broad range—yet in
all those areas we have farmers who can’t make a dollar, who are
suffering becduse of depressed world prices, because of massive do-
l@(mestic subsidy practices that is absolutely devastating world mar-

ets.

So I would hope that in the panoply of priorities that we've just
described, that we would have a more aggressive attitude, and per-
haps an even stronger policy on the issue of the kind of massive
domestic subsidies that foreign nations engage in that in fact do
affect international trade and dramatically so.

Would you with that?

Ambassador Brock. I completely agree.

My understanding of your question is what actions can the Con-

take. I am not sure that those are actions that necessarily
all onto the Congress. I think you have given us authority to nego-
tiate away those practices. The question is what is the tactic by
which we aiproach those negotiations.

I think the question is not for additional legal authority—we
have plenty. The question is, in the negotiations can we find tactics
that will lead to a resolution of the subsidy problem?

Senator HriNz. Well, the reason I asked the question, and I
apologize to Senator Danforth for ranginﬁ a little farther afield
t the Procurement Code here, is that the week before last I in-
troduced a bill to expand the authority of the Export-Import Bank
in a critical area, which is to offer medium or shorter medium
term credits for icultural commodities in order to meet the
direct challenge of domestic credit subsidies that have the effect of
subsidizin%“tlhe e?ort of foreign agricultural commodities. :

I don’t know if you have taken a look at that provision. The
Export-Import has never before offered that kind of, if you

ill, retaliatory support for our agricultural commodities; but it
seems to me that there may be a very strong case here for being

tough.

%u have endorsed the war chest bill, both of you, which is
aimed at merchandise trade. The war chest bill is designed to dem-
onstrate to Europeans and others that we are serious about the
Eerinciple that if you are going to come in and do things that we

lieve are inconsistent with the arrangement or with the Subsi-
dies Code, that we are going to fight you until you realize that you
can't profit, that we are not going to unilaterally disarm in any
:yad:d war. This same logic is true for that provision I just men-

ioned.

Do you have any comment on that?

Am or Brock. I frankly can't disagree that we have to
either negotiate an end to the abuse or we have to compete. I
would be most interested in exploring the Ex-Im idea. T would men-
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tion that there is already on the books a law providing for just a
nominal credit revolving fund for agricultural prices; but the prob-
lem is that it is not focused on the problem that you mentioned. It
is generally available.

ut of course our funding problems have caused us some delay in
the ability to implement that.

Senator HEINZ. We also try to address those problems, too.

Ambassador Brock. I know. Good luck.

Senator HEINz. Your support is appreciated.

Ambassador BrRock. Thank you.

Senator DANFORTH. Senator Chafee?

Senator CHAFEE. Thank you, Mr. Chairman.

First, Mr. Chairman, I would {':st like to say how much we ap-
preciate the tremendous leadership you have given in this entire
trade matter, particularly in assuring access to the greatest extent
possible of American goods into the foreign markets. You have
really been the leader in this area. And this oversight hearing that
you are conducting today is one more example of that.

Mr. Ambassador, following up with the question Senator Heinz
asked, and I'm sorry that I wasn'’t here for the whole series of ques-
tions, but I gather that his question was: What can we do here to
help further advance the ¢ause we are all interested in; namely, in-
creasing our exports to the greatest extent ible? And you men-
tioned the changes in the Foreign Corrupt Practices Act which you
are working on in the House. Could you give us a little report on
how things look there?

Ambassador Brock. They are intolerably slow, Senator. I don't
see any evidence of movement.

The problem with that, and frankly with other trade legislation
in which we have a very significant interest such as the Caribbean
Export Trading Co., a lot of issues are caught up in this budget
fight that have nothing to do with the budget at all. But the House
is diverted from some affirmative opportunities by the dilemma in
which it finds itself on the budget and the deficit.

Whether or not that will change in the immediate future, I gltlxess
we don’t know. But so far, I think we have been unsuccessful in
convincing the House committee that there is an urgency about
this task. I'm not sure what other steps need to be taken, but I
have been unsuccessful in convincing that committee that you are
talking about a heck of a lot of jobs in this country, jobs that are
not available to Americans today. Americans are unemployed be-
cause this Congress has not gotten its act together to reform a bill
that it wrote with good intentions but bad language.

Senator CHAFRE. Mr. Ambassador, is it a problem in the full com-
mittee or the subcommittee, or both?

Ambassador Brock. The subcommittee, Mr. Chairman, as far as I
can tell. We had another heaﬁnigesterday, and a year and a half
into this particular Congress we have not been able to get a legisla-
tive or a markup hearing at all in the subcommittee.

Senator CHAFEE. And then I don’t know whether this has come
up, if it has you can just summarize, but the chairman pressed the
Trading Companies Act—export trading companies—and we passed
that here. Where is that?
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Ambassador Brock. There seems to be a little bit more move-
ment there. We did get favorable action in the subcommittee of the
Judiciary Committee.

The additional complication of the export trading company bill is
that it has been jointly referred. -

Senator CHAFEE. To the Banking Committee and the Judiciary
Committee?

Ambassador Brock. Yes. So it has been a little bit stalled by that
process. But we do think there is prospect of some reasonably early
" movement there and action that could result in a bill in the next
few weeks, I hope.

Senator CHAFEE. Well, certainly the chairman of the House
Banking Committee was very enthusiastic as to his section of it.

Ambassador Brock. The chairman of the House Banking Com-
mittee has evidenced some concern with a couple of sections, but
he has also been very willing I think to consider the bill and to
bring it to a conclusion. And I think that’s important. .

Senator CHAFEE. Now, on the Government Procurement Code,
what about small business? Are they able to get in on the o;g:ortu-
nities, or is this pretty well restricted to the giants? Mr. Olmer,
what would you say to that?

Mr. OLMER. I would say that the chances of a large company suc-
cessfully competing for foreign government procurements 1s far
greater than that of a small businessman.

We are doing some things to increase the odds and the opportu-
nities for the small- and medium-sized businesses, and I indicated
earlier that I think the export trading company legislation will ad-
vance that proposition very fast and very far. ‘

There is no way short of the kinds of efforts we are making at
publicizing and counseling and instructing that I can think of that
will make it possible for a small businessman to deal with the high
technology requirements and with an understanding of the Govern-
ment Procurement Code, which is quite complicated, in a foreign
language without adequate representation abroad or the money to
expend to if not be represented abroad at least have an agent in
some form assist that process. The Federal Government will not be
in a position to substitute for that private sector initiative.

Senator CHAFEE. I see. Well, thank you very much.

Thank you, Mr. Chairman, and thank you, gentlemen, both.

Senator DANFORTH. Thank you, Senator Chafee.

C}}afha,ve two additional questions, one a followup on Senator
ee’s.

As I understand the Code, it provides for a 30-day notice before a
contract is entered into. Now, that notice would be given in the
othex; cg?untry, and would it be given in the language of the other
country
Frlzir.hOLuxn. Yes, sir. A code language. It could be in English or in

nch.

Senator DANFORTH: But it could be in the language and probably
would be in the age of the other country, wouldn’t it?

Mr. OLMER. And Japanese, yes.

Senator DANFORTH. And Jawese. And particularly for say, high
bechnlology matters, it could be that the contract would be quite
complex.
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Mr. OLMER. We receive from NTT, for example, on a very timely
basis, short notices of pending tender opportunities, and our Em-
bassy arranges to have that translated and wired back to Washing-
ton.
The turnaround time is adequate to provide the business commu-
nitggsufﬁcient notice. -

nator DANFORTH. Do you think it is adequate?

Mr. OLMER. Yes, sir. .

Senator DANFPORTH. Do you mean if the solicitation for bids were
put out in Japan in Japanese, and there were 30 days to respond—
it would seem to me that the dissemination of information, the
translation, the studying of the contract, particularly for a small
business, would be extremely short.

Mr. OLMER. If you are talking about widening or increasing the
number of U.S. firms in America, without foreign representation,
who have never done it before, the notice is completely inadequate.

Senator DANFORTH. Is that going to be considered when this is
looked at in another year and a half?

Mr. OLMmER. Well, it’s being looked at now. Yes.

Senator DANFORTH. The length of time?

Mr. OLMER. Yes, indeed.

But I would say that there is a process of prequalification; so
that, given companies who are interested in not responding in an
ad hoc fashion, they can make representations to NTT and get
their firm qualified.

Once they get in sort of the regimen of responding, then that 30-
day notice is not an inadequate period.

nator DanrForTH. But not just NTT. I mean, NTT is a lot of
fairly large, as you pointed out, suppliers. But in the general field
of Government procurement, a 30-day turnaround time is pretty
short, isn't it?

Mr. OLMER. It is pretty short.

Senator DANFORTH. And are we goinf to analyze this and possi-
bly renegotiate that in another year and a half.

Mr. OLMER. I'm sure it will be one matter for consideration. Yes,
Senator. ' '

Senator DANFORTH. The other question, and really the final ques-
tion that I have, you don’t have the numbers now showing whether
or not the Government Procurement Code is meeting the expecta-
tions which we hoped for back in 1979? -

Ambassador Brock. No.

Senator DANFORTH. But when we next look at this issue a year
and a half hence, you would believe, wouldn’t you, that the proof of
the pudding will be how we actually perform? That is, will it be
appropriate at that time to analyze the effect of the Government
Procurement Code on the basis of actual sales mad2?

Mr. OLMER. And comparing them to sales by foreign suppliers to
American Government procurements.

Senator DaANPORTH. That’s right. Therefore, we should have at
that time some numerical analysis. If it turns out that the Govern-
ment Procurement Code means that we are making more sales to
foreign. suppliers than we otherwise would have made, and if it
turns out further that we are making very few sales to other gov-
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ernments, then it would not appear to be a very good deal for the

United States. :

Mr. OLMER. I'm not sure that that conclusion would be entirely
warranted, because there are today, and 1 sus a year from now
there will be more, areas not served by U.S. suppliers. In other
words, there is a dependency on imports. There is such a dependen-
cy in some critical areas of high technology today. I expect that
that trend is goinéoto increase, so I wouldn't want to say that we
should close our Government procurement to foreign suppliers in
areas where there is a net benefit to us.

Senator DANFORTH. I am not sure I followed you on that. Do you
mean there are some things that we are going to have to procure
from beyond our borders in any event?

Mr. OLMER. Ch, yes.

Senator DANFORTH. Yes, surely.

But as I understand it, what we were ttxing to do back in 1979
was to open up new markets to U.S. sales. And whether or not that
has been accomplished will be reflected in actual sales that are
made. And there will be a numerical analysis.

Mr. OLMER. It will be a numerical analysis, but I wouldn’t want
the response to be on a narrow sectoral basis, I suppose. ‘

Senator DANFORTH. I have heard that before.

Ambassador BRock. And you will hear it again, too.

Senator DanrorTH. OK. [Laughter.]

Ambassador Brock. I think that’s a fair statement, though. I
think you have got to look at this thing in two lights: One, what
did we have to achieve when the agreement was reached in 1979,
which was an opening up of other markets. :

- You know, Senator, we always enter these problems from a point

. of disadvantage, because by and large our markets are open. And
we don’t have a great deal of negotiating authority to get others to
open.

If you look at what is not covered by the Procurement Code, it is
an awesome area—telecommunications, except for Japan, heavy
electrical is not covefed. We canriot even bid on these things. .

So I think we have made some p , but the proof will be in
the Kuddmg' on what we have covered to date. We will know that
by the end of 1983. You're right.

Senator DANFORTH. What we are eventually dgoing- to have to
to the American people is if we are going to advocate free trade, it
is in their best interests.

Ambassador Brock. That's right.

Senator DANFORTH. And that is not just a question of the cost of
whatever we aré buying or consumer choice; it has to do with jobs,
and it has to do with being able to make in this country somethi
that we can sell to other parts of the world. And that is going to be
the test of Government procurement and everything else.

It is just simply not going to be enough to have a very nice look-
ing agreement, which is-entered into with t fanfare as to the
markets that it will open up, and then end up after 3 years with
very few markets beinil opened up, very few sales having been
made, and then we will have to come back and say, “Well, it didn’t
really meet the expectations that we had, but for cusmetic reasons
or philosophical reasons it is still a nice thing to do.”

L
\
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Mr. OLMER. Even worse than that, Senator, would be the actions
. consequent to unrealistic expectations.

- I mentioned the underlying concern that many American compa-
nies have that these ‘“‘new ofglrortunities” are just really a hole in
the ocean they are trying to fill. They can spend an absolutely stag-
gering amount of time and precious energy in an effort to se
ﬁlmething that the foreign government knew all along it wouldn’t

ow.

Senator DANFORTH. That'’s absolutely right. I mean the whole
business of the Suzuki government in Japan purportedly opening
Japanese markets to American foods, reducing trade barriers, and
so on. The worst thing that could happen would be that all of the
Fublic relations accompanying those announcements would be fol-
owed up with nothing.

Mr. OLMER. Senator, 1 believe in the sincerity of Prime Minister
Suzuki’s statement. And for cynicism we have the French connec-
tion, which has not been exceeded in my observation.

Senator CHAFEE. The problem that I find so frustrating here is
that we have such trouble getting our own house in order as far as
clearing the decks for effective competition.

As the Ambassador mentioned, we can’t even get the Foreign
Corrupt Practices to have a decent hearing, a markup in a subcom-
mittee—never mind a full committee, never mind getting passed—
even giving it some attention.

Now, here is clearly a detriment to our foreign trade. And so it
goes with the Export Trading Com%any Act. It has been flounder-
ing around over there, and nothin, atppens.

ow, I notice, Mr. Olmer, in the final part of your statement,
you say: :

American firms must recognize that it will take large amounts of time and re-
sources on their part to make sales to foreign governments. As this committee well
knows, it is not easy to do business with a foreign government.

The Department of Commerce will continue to assist in every way, yet in the final
analysis it is industry’s responsibility to move aggressively.

Now, what kind of a report card would you give to American in-
dustry as far as moving aggressively and competitively to establish
a position in overseas government procurement markets? Or knock
out ‘“‘government procurement markets,” just “overseas markets.”

Where do you rate U.S. industry on the scale of 10?

Mr. OLMER. Senator, we export some $230 billion worth of goods
a year—that’s goods, I believe—and we do pretty well in a ot of

itferent areas. .

The problem is not endemic to American corporate life. The
Eeroblem of failing to penetrate foreign markets is not one that can

assigned responsibility across the board in American business.
Some businesses such as the high technology sector are very effec-
tive and very good, and far better than virtually anyone anywhere
in the world.

Some sectors of our economy are not so good. We've got some
shining examples, but we’ve got a lot of room for improvement.

Senator CHAFEE. Well, we've had testimony after testimony in
the Banking Committee when we are dealing with the foreign cor-
rupt practices. The fact is that the American market is so large
itself and so potentially profitable, and everybody knows the lan-
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gua%e and how to do the business, so that's where they compete.
Well, I'm preaching to the choir. You know all this.

Well, I certainly hope that we can do everything we can here in
the Senate and in the House to get rid of these impediments.

If you can think of anything else we should do—as I got your
answer, Mr. Ambassador, to Senator Heinz, you didn’t have any-
thing in particular you felt we should be doing here in the Senate.
Is that correct?

Ambassador BROCK. Senator, you have done nobly.

Senator CHAFEE. We are not looking for kudos. We are always
glad to accept them, but we are looking for further challenges.

Ambassador Brock. I am always reluctant to encourage the Con-
gress to seek new challenges, Senator. [Laughter.]

You've done all right so far.

Senator CHAFEE. Well, seriously, you know our attitude here, and
if there is anything else you think we ought to do, you let us know.

I have always used the figure, and I don’t know whether it is ac-
curate, $1 billion in exports equal 40,000 jobs. Now, I've seen that
vary around. Is that what you use, Mr. Olmer?

Mr. OLMER. Yes. It's a good estimate. It is a lot of jobs we are
talking about, an awful lot.

Senator CHAFEE. Well, fine. We appreciate it very much, both of
you.

Senator DANFORTH. Senator Grassley, we are about to wind up.
Would you like to ask a question or make a statement?

Senator GRASSLEY. No. I'm sorry I'm late. Is the whole meeting
over now? [Laughter.]

Senator DANFORTH. Just about.

Senator CHAFEE. You're just in time.

Senator GrassLey. Well, at least I won’t make the sin of going
back to the hearing. [Laughter.]

Senator DANFORTH. Let me ask you this. The so-called reciprocity
bill is scheduled to be marked up next week, I hope. Ambassador
Brock, your office will have somebody present, I'm sure, at that
markup, expressing your views on any amendments which I hope
will not be but may be offered.

Ambassador Brock. We will be here, Senator, and I personally
hope we can avoid the amending process. I think we have made a
great deal of progress. I am most encouraged by the apparent
agreement on an effective, positive approach to this problem, pick-
ing up of some of the initiatives of Senator Chafee and others, and
some of the services area that we very much welcome.

I think we are making progress. I hope we can proceed to com-
plete it soon. .

Senator DANFORTH. Thank you very much.

Senator CHAFEE. Ambassador Brock, thus, you and the Adminis-
tration are sup%%'&i:ng the bill that will come up for markup?

Ambassador K. Senator, we have not seen a final form, so it
is a little difficult to make that as a categorical statement, and
there may be other agencies that have modest areas of concern.

I don’t think there are major areas of differences left. I think
most of the problem areas have been resolved.

Senator CHAFEE. Thank you. !
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Senator DANFORTH. Thank you very much, gentlemen. That con-
cludes the hearing.
[Whereupon, at 10:25 a.m., the hearing was concluded.]
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