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INTRODUCTION 

Let me briefly make-a few comments concerning 

small business and exports1 There have been a number 

( 

111_ of developments in recent weeks which may be of 

i ' 
interest to you. 

THE-TRADE- TALKS-,AND PROCUREMENT 

In hearings, which J cl"laired in April of this --

1 year, the�S-enate SmallJ3uslness Committee: considered 

l.i_-- � 
] the impact of the Multilateral Trade Negoti•lions ,on I 

fl 
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C, small business contracts with the government. 

·-., � 

Th'ere are -currently set-aside programs which 

assure that a certain proportion of a government 

agency's contracts go to small businesses. In 

-� addition, we also have a "Buy AmericanJI program ~ 

� 

� 
C 

i 
. ' 

s 
; 

' 
; 

which gives I a rge and s ma 11 firms a p refe re nee over 

foreign companies in bidding - for-contracts with the 

feder-al government. 

Other countries have similar provisions and, 

l consequently, many U. S. companies were effectively 

-i 

J excl·uded·from competing for those large overseas--

government contracts. 



3 

I n  testimony before the Small Business 

Committee, Special Trade Representative Robert Strauss 

informed us that an International Procurement Code 

has been negotiated which removes most government 

p ref e re n c e s c h e· m es . I n o rd e r to o p e n � u p f o re i g n 

contracts, valued at some $20 billion, he admitted 

that we also had to open up some of our 

contracting. 

We I I , th is b r o u g ht express ions of concern 

from the Committee. Sma�� busines.s,w-as7conccerneo 

about losing yet another market to foreign=-imports. 

Ambassador Strauss noted that he had negotiated 

I 

• i 

. i 
/ i 

l 

. ' 
' 
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r several exclusions to this Code. First, certain agencies 
� 

C 

tied to our national security are exempted and will 

retain their preference or set-aside programs. These 

a g e n c i e s i n c I u d e N A S A, -

and Energy and others. 

the Departments of Defense 

Second, only contracts over $190, 000 in value are 

covered by the Code, thus reserving contracts at less 

than $190, 000 for U. S. companies. All construction 

and service contracts are excluded from the Code and 

all GSA handtool purchases remain primarily u. s. 

business areas. 
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Third, all grant monies provided to the States 

for government purchases are reserved for U.S. 

companies. 

The net effect is that even in the future some 

85% of U.S. -procurement-contracUng is reserved for 

domestic bidding and competition. 

Additionally, the Code provides that countries 

which do not open up their government- contracting to 

J U.S. companies would be denied ·access to U.S. 

procurement contracts. Japan, particularly; has been 

� reluctant-__-to _open government contracts to foreign:::-:-c· 

·CJ. 
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CJ bidding. Ambassador Strauss and President Carter are 

continuing to address this problem. 

In summary, much of our government procurement 

will be open to foreign bidding competition. · We must 

-� give·something Jn o rder to get something . .. 

(-

• I want to assu-re you that in reviewing the final 

0 " 

treaty prov!s ions, wh i.ch have yet to reach the Sen ate, 

I will be carefully examin·ing the details of the 

I n t e r n a t i o n a I P r o c u r e m en t C o d e f o r i ts i m pa ct o n 

small-business enterprises .. 
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EXPORT I N G  

Still, I am concerned that the focus is on 

losing p3,t of a market rather than enthusiasm on 

gaining new opportunities. One of these opportunities 

is exports. 

Ambassador Strauss pointed out that the 

Multilateral Trade Agreement is only -a beginning for-small 

- J business. It sets the stage and creates the rules for 

1 international competition. - Those $20sbillion-in 

1 
j government contracts around the wor:ld will be fought -

• 
'-] 

for by many nations and it is imp:erative_Jhat we mou-nt 
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an effort to have our small enterprises get a part of 

th at market. 

Let me state that the major problem we face today 

is one of attitude. 

I am aw a re that Jn th is country, it is d if f i cu It . 

-G enough to get through government red tape in· order to 

s e n d a prod u ct to Pe o r i a, 1 1 1 i n o is , w it h o u t eve n 

� thinking about Paris, France. ·  Yet, many small 

-1 com pa n i es t h i n k - not h i n g ab o u t s h i pp i n g a prod u ct 

. . ; 

a c r o s s o u r co n ti n e n t, w h n.e it is= re a II y- n o t m u ch 

farther across the AtlanticC . 



• 
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Because of our large domestic market, we have 

never really appreciated the importance of exporting. 

As one s peak e r s a id in the h ea r i n gs, the E u  rope a n s 

and Japanese have "expori-led" economies and we have 

�--l not developed an exp°'rt mentality. But, -1et me tell 

-, you in one short l)hrase -- those days are over. 

, 

T h e t r a d e d e f i c i t w e f a c e- of s o m e $ 3 O b 111 i o n a 

,i year can be helped by reducing imports and controlling 
' 
; 
J 

l 
our inflation rate. But the time has come to export 

-=: -j . . ::i 
; 

i 

our way out of th is deficit. - noted -that in the' first 

quarter of this year, deficit figures for the.first-time_ 

indicated that while we imported 8% more foreign oil, 
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r
-.1 this was made up by greater exports. 

i 
j 
j 

' 
; 

The rest of the world has grown up knowing 

that they must export. Our export market has remained 

at about 6.2% of our Gross National Product. Japan 

exports to the tune of 14% "of its GNP and Germany 

trades some 23% of its GNP. In the last few years, 

the U.S. share of exported manufactured goods has 

actually declined. In Germany, a company knows 

that it must consider making a car that fits air 

po II u t i o n s ta n d a rd s i n th e U . S . a n d w h i ch w i Ii fit on 

narrow English -or Japanese- roads: It knows 1o print -

1J product information and labelling in the native tongue 
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("\ of the country to which it is exporting. It knows that 

� � ------

its marketing people must speak the language. It 

knows all of this because it has had to export to 

survive. 

In the U. S;,>the c: -J_;ireatest problem remains 

information. In a survey by the National Federation 

-: of lndepen£1ent Business, 90% of small businessmen 
; 

j indicated that they knew little or nothing about the 
i 

1 

., •• ..;l 

J D IS C  program, 88% were unaware of export-import ' 

j 
1 

i ' 

bank assistanc,e and 78%"-{lid-n-ot -know of special small 

business programs at the Department of Commerce. 

; i 
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Personally, I see the challenge for all business 

large and small in the United States for the decades 

ahead as meeting the export issue head on. There is 

no getting out of this and there is no escape. We 

must develop an export mentality and we must export. 

FEDERAL EXPORT PROMOTiON 

Let me mentlon to you some of the important 

items which are coming up before the federal government 

in this area. 

The Banking Committee, on whictl I serve,_:_has -

held hearings on our export promotion activities and--

. ---( the President has submitted a program for export 
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() promotion. I feel that this effort should get a high 

priority by the Congress. 

During testimony before the Small Business 

Committee, I asked Ambassador_Robert Strauss how 

he would. character.i.ze our::currentc_export promotion 

activities. His reply was "BUM". When I asked him 

to expand-On that point, he replied "REAL BUM. 11-

Now, it is essentialthat the federal government 

1 coordinate its efforts on exporting which are currently 
j 

s.pread through some 200 agencies. The federal·-

government !!_l,!l_:_SJ-"-i!Ct -to assist, rath-er than h-inder;"� 

exports. 
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O f  the 50,000 small business firms with export 

potential, less than half are doing so. Indeed, at 

present, 100 l!. ). firms account for 50% of our total 

exports and 250 account for 75%. 

� /' 
- � O n  the-Banking-C ommHtee, 0 we will considerthe 

problems created by the government in the areas of expo.rt 

financing, red tape, health and safety regulations, 

limitations on government loan guarantees and insurance, 

' 

• i 

l and other matters for which the government is responsible._• 

-·! 
. j 

- J ... 
. ---:==:i 

➔ 

The federal government can provide dynamic. ··· 

assistance to large and-smallbusinesses 0to stimulate.:--�-. 

export. . Translation facilities, -information gathering 
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(' 
and counseling in overseas matters are all functions 

of a federal program. 

STATE PROGRAMS 

There is a need, however, to emphasize the 

- -- ---:;; 

--: important role that -,the Siates must play in export� • 

promotion. 

While a lot of money comes from the federal 

government, it is really the States which know the people, 

know who has the potentiaJ for e.xport and who w:ill respond� 

1 to export promoiion. 
�-,,, 

_ j  
-� 
� 

1__,, 
·"i 

North Cc.1rofi"na has --one of the finest-:expori 

programs around; With our office in Duss-eldorf , 
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West Germany, and a Japanese-speaking representative 

contracted with the Department of Commerce, the State 

has done much to assist N orth Carolina businesses in 

taking advantage of European and Japanese trade 

opportunities.� ·This type of activity needs,,.to be 

encouraged. 

I believe that the States will have a major part 

to play in encouraging small businesses to take advantage 

j .] of foreign government procurement. I want you to 
- _j 

, know.that- I have taken action just this past week.to 
i ' 

assist the States in their efforts. · 
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I n  a mark-up of the authorization bill for the 

Small Business Administration, I was able to have 

added a separate title called the "Small Business 

Export Assistance Project of 197911 • 

' Under this new ,title, SBA is directed .:o study -

its current export programs, to develop a plan of 

comprehensive action and-to sub-m+t-·it to the Congress 

within 120 days for our review. 

The strongest criticis.m of- SBA Js that it has 

bee n d is o r g a n i zed a n d t h at i n s u ff i c i e n t m a n pow e r- - i-s 

directed at the important areas, of procurerne-nt_and 
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export assistance. T his amendment requires the SBA to 

devote more resources to export promotion, while 

coordinating the SBA 1 s efforts with other federal agencies. 

W e m u s t c o .r r e ct t h e s i t u a t i o n w h e r e S B A p r o u d I y 

ar1,tounces that it h.as targeted $100 million in loan � 

guarantees for small exporters; but makes less than $20 

. .J m i II i o n i n s u c h g· u a r a n t e e s . 

I know of ·nothing more frustrating than calling 

a government agency and being told that they -don 1 t know 

the ;answer or who .to call -to find out. - Small bus,iness 

needs assistance; big business already has the staff and 

time.· T his amendment should enable . the SBA to provide 

positive assistance to small businesses desir·ing to export. 
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The exciting part of this amendment, however, 

is a section which directs the Small Business 

Administration to develop a plan for a State matching 

grant program. The SBA is directed to produce a plan 

for making grants to States which see1< to begi n or to 

expand an existing small business export project. Once 

4 - the plan Js submitted, we will- then work to provide 

j funding, with the expectation that this would reach 

$5 million in the first year. 

I will be working to insur-e that the matching 

grant_ program has reasonable criteria and_ m..:in::imal 

Q-

,; 
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paperwork requirements. I want to have the federal 

government on record as assisting and in partnership 

with progressive State programs for encouraging small 

business exporting. Work remains to be done 

with this amendment, but I hope that by this time 

next year, I will be able to tell you that a working, 

'J f e d e r a I g r a n t p r o g r a m ex i s ts. 

- --I 

-- ....,4 

In this way, I believe that small. business can 

benefit from the new international trade arrangements. 

In this way, the federal-government will be helping-_ 

t h o s e < o m pa n i e s -w h i c h s ta n d -to I o s e s o m e th i n g by t h e 

('.j new rules. 
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Personally, I welcome the -new procurement code. 

It represents a "challenge for all businesses, large and 

small. I am confident that our businessmen have the 

s k i 11 a n d ab i I i ty to win out i n the com petition for 

foreign government contracts. 

CONCLU SION 

am a strong supporter of small business. 

Today, over 50% of all innovations come from small 

businesses, and productivity�in small enterprises is 

about 1 1/2 times as great as ln larger firms 
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Government procurement and set-aside programs 

have been_ beneficial. I want you to know that under 

the new I nternational Procurement Code, most small 

business procurement markets are preserved. B ut 

rather than worry over w-hat may be lost, . I wani to 

encourage you to con5ider what may be gained. 

The inter nationaf procurement mar ket - is a 

·I 

·1 
I 
I 

large one. I intend to assist you in gaining a share 

of that market 

' 
! 

- 1  


