r RIS Raawd M amad tn A R v mw o ML W e RITR RS AR b LA W

o o -
M er\od (o e
- "t
e = g
- 3 T SRR
. v
hoo ™ ~ ow o Y
Iren, o | - - ~
A - L 2
"‘7"‘«: | — i l’. AR
heS o J’mi{; (v j ’
S [\ -1 £ bl
5 =t NN . - — LR = ;
‘ ) DRI N (RN e o - -
S’ [ 5
Fmg - 5
- -
S e e
S e, P - o7
o~ > = oo
4 2 == ‘ R
| N : .
© . P -t
ba e oy -
T e 'S G
\ 1 d «‘; “ 8 l. .
LY —d o T
SN ol y .
HET! ’ - L. o
\ . v 1
R\\ e o N -
5 .o fo.
R
e v
Fo
P
P

™ " .
PR RS
.t
[
\‘ ) prea——
- Semtm—
o e —_—
- RN ==
i N —
: SN S ——
NS Nt : o I ee—
N I o ) P -
L | “ "‘ - O T
Ie | A g ——
- HER Y g ——— =
- e 4 ol S e—— o
y S p————i —a
P - é S—
fm 8 vorets —— =
‘e - b
Pie ! X2
- e oy
H <
o LI ]
(IR L
3



s

COMPTROLIER GLNTRAL, OF THY UNJTED GTATES

WASHIMGTON, I3.C, 2.2

B-172255

o Ta AYIATT AP T

To the Speaker of the House of Representatives
and the President pro tempore of the Senate

This is our report om ways to improve U.S., fereign
trade strategies.

Qur review was made pursuant to the budget and Account-

ing Act, 1921 (31 U.S.C. 53), and the Accounting and Audiz

ing Act of 1950 (31 U.S.C. 67).

Copies of this report are being sent to the Director,
Office of Management and Budget, and to the Secretaries
of State, Commerce, and Agriculture. an . L9

=g /@

P , ,J
{é‘fﬁ-ﬁf;@ 57 ¢,

Comptroller General
of the United States

27
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WHY THE REVIEY WAS MADE

Continuing U.S. trade deficits

($6.4 billion in 1972) point to the
need for batter COOFdiﬁCtTDF of
Federal agencies {o develep cohesive
and effective U.S. trade programs.

This report focuses on the principal
acencies involved in planning and
carrying out commerciel activities
abroad-~the Deparisents of State, 3%
Conmerce, and Agriculture. 74 2L

Programs of cther acencies also im-
portant to, and having & role in,
xpanding U.S. trade, such as the
Department of the Treasury, the
Export-Import Bank of the Unitfed
States, and the Office of the
Special Tradc Representative, were
considered only incidentally.

hie wauying ¢ a faTTnuon +n cauawval
PElEOD [ N A R W ) ia “ IUI(U:\‘urJ wis P LW R W B
earlier GAD reports to the Congress
on the

rrammainatal AavhAdhaddaAane muaa~anm
=mCUBIBHET LIGl CAITLDI LIVID pl ULJ[CU: °
--trade opportunities program,

¥ o . U (U D, SR
==10oreign flarket aflaiysed,
--comnercial offices abroad, and
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in the United States.

NANIIRAT 207

N Y I

Tt

vy
bt L

HAYS TO IMPROVE

TRADE STRATEGTES

Departnient of State

Depariment of Conmerce

Department of Agriculture

Office of Managament and
Rudcet i

B~172255

GAQ wanted to find out how the
various U.S. Goverament agencias

involved in intcrnational irvoc
caxgihd outl ineir respactive
foreign progiems.

5GS AND CC.CLUSICIS
Responsible agencies have not
deveiopad clearly stated cijictives
tor foreign marrels which raficct
cocrainated consideraticn of U.S.
trade chjectives and the ectivitios
needed to attain them. (Sz¢ p. 9.)

Result: foreiqn markeis
ana]yzcd systcn:tic:ll

tance. Hor are e pO"E sirale gh

adapted to the peculiarities and

special opportunities of individual

markets,

surmary, officials claim:

--State's performance needs to be
improved to more systematically

Anfina Il C
ML EJIT Us J o

TrTARAchE
FHiLCi To Lo

overseas, establisn priorities,
and develop strategies to advance
them.

~rammared sl
cansierciai

--Regicnal differences reported by
U.S. Embassies show a need to vary
coxwerc1a] oCt1V1L1CS ana to es-

blAUl 1odl lJl

country.

UL T LITO U



~-Commerce has not alined its staff
rescurces with erport expansion
objoctives on a couniry~by-country
basis.

--Conmercial scvivities Tisted in
Commerca's country trode prograns
genaraily contain ooilecplate lon-
guage aac do not aedeguuiely con-
sider staft vesources and capabili-
ties of bnbessies invaivad.

--Market roecearch, gonervally ir-
regutay and without conarehansive
ceuntry wmarket pisns, dong not
usua ity provide the ovaervied nocdad
to prepare effective cormercial

£ See pr

PR SN
fut]

pp. 9 and

onor
COMDANIES TO S
services and D
QuUS a&nd aivers
projects and

)

—--reveal speciftic preblams hind
the commercial interests otf U.5S.
companies.

Wnen the entire market is analyzed,
opportunities and problems can be
ranked by imnortance (See p. 14 and
app. 1.)

Information GAD obtained on 28 sec-
tors ¢f the Mexican economy revealed
that substantial new investments
were planned for many sectors with
large imports anticipated for some
items. These situstions present
important export opporiunities.

For example:

TR AP E

cnzht iO wndt.ryze ang expand
Mexico's sugar indusivy botore
1976.

-=i2xico’s electricity needs are
predicted to aimost double
between 1970 ana 1575 with
plens to spena 3320 million i
1672 for constructicn, nzlliorks,
sthstations, 1ines, and equip-

3
0%
=3
o

~-Mexico's forestry indusiry will

require investments of ahboul

$472 miTlion to cvreate 13 inte-
ble

grated forestry complexes.

==Invectments in pulp and napey
totaling 3180 millicn will ko
neccssary before 1975, Irmoris
of pulp and pever machiuary vz
expected to increase av an arnugl
rate of 15 rercent

~-lmports of metallurgy equipment
are eprutei to incroase av chout
30 to 40 perceont annugily over
the next 5 years. (See pp. 27
and 28 of app. 1.]

In most of these aveas, the U.S.

Embassy in Mexico pad not ohtzined
the type of information on propused
development plans or equiprant needs
obtd1ned by GAD and had not planned
to systematically icentify and
assist U.S. companies that micht
teke advantage of these cpportuni-
ties.

The importance of the Embassy's ob-
taining such information is shown in
those instances wnere specific in-
formation was obtained on major de-
velopment projects; the information
and analysis could result in signifi-
cant business for U.S. fivins. (See
pp. 14 to 16.)



Ehhfsgj parsonnzl agreed that GAQ's

bexican market trade stratagy model

would enabie the Goverament ta
1

-

better focus Embassy and Yashington
erforts on imporcant conercial
objectives. (See p. 14.)
because the funds and manpower necoed
to capitalize on each cp;ar‘"“‘+y
area idoatifie 20 pay b

) cous

< e

Although there probably arc many
aliernative ways to carry out

market research and develep forezign
market trade strategies, U.S. Firbass
sies are a logical siarting pota,
They can obtain comuercial intel-
?1Qt ice within the frawework of
overall U.S. political and econcnic
objectives.

State and Commerce, on the othar
hand, believe that Washinglon head-
guarters should take the lead in
framing a globel strategy with Em-
bassies recomnending from their
perspective of the local situation
the kinds of individual country
market programs most appropriate
for ach1ev1ng U.S. comnercial
objectives., (See pp. 16 to 18

and 20.)

The point is that strategies be
developed and a more systematic
and coordinated approach used to

--identify and assess commercial
opportunities and preblems,

--determine their relative priori-
ties, and

.

BEST DOC
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kv"

moxinize trade honefits to iths

United Stetes., {(Sees pp. 17

and 18.)
Trade siraceoiss must he 7Tlecih’sa
enough 1o respund 10 vepid Cioonls
in uor] ide supnty-garang st ions
Cl“j Il\, \,‘.lak'-\:t t;‘.};r\ =.U“‘Ed bt o Gae
U.S. trads chiectives and pronoicns.
(See p. 20.)
State, having respopsinility for
overssaing Oy;Ydtiunb in aii D
bassies, eppears %o Le in ihz Post
positic: Lo take tiv: lead cuie in
ceveloping country Tyl sivoloios

(See pg. 16, 17, and 20.)

i
2l
ace 0 (Lt
trade o L.-Cgi-- u-}f_,- bowna -I.'-; R
sugcester,  The inidregancy cornit.
tee's Tunctions coutd b2 eapLiani,
(See pp. 17, 18, and 22.)

/13.‘:"!"‘ MRl 7—{ ,Ll
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After the feasibility of precaring
trade strategies has been cdev-n
strated and an effective pinndlu”
format developed, the Secreiary of
State should:

--Consider expanding the inter-
agency committee to include
resentatives of Agriculture,
Treasury, the Export-Import Eank,
the Office of the Special Trad:
Representative, the Council
International Economic Policy,
and Office of Management and
Budget.

YEp-

--Take the lead role in combining
individual agency stratecies into
overall U.S. country, regiona?,
and worldwide trade strategies so
that agoncies coordinate thelr
activities and assist each other.
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-~Direct U.S. Embassies to partici- wgriculiure stated that it has long
pate actively in tha preparation ol zod o r Tor
of tho strateqd theipy re- topi n
Ve r

The Departiznts of State, Covrarce

and Agriculture, and ine Oflice of

Manageonentc and Budgel agroed with

Ca0s central premise that better

planning for accumplishing U.S. 4 (OTSITTRATINT
trede objectives is nocded. Y T 0T eESE -

State stated that corrective actions In considering Fedaral
have been initiated or are planned. Tation snd anpronriati
See p. 21 and app. III.) trede matiers, the Con
to b= informed recuiar

Commerce differed in ifs apbroaci to strateyy franevoin for
establishing @ systenatic and ints- U.S. balance of trade,
gratad plan to develcn exnort sivate-  the country, regional,
gies and progrens on a country-by- traae strategies might
country basis. (See p. 21 and poriing requirerent 19
app. IY.) apprepriate congression
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CHAPTER 1

INTRODUCT [ON

A very important component in the U.S. balance of puy-
ments, which has c nabled the United States 1o finance its
large intermational military and economlic prograns, hes becn

the merchandise tradc surplus. |
$7 billion in 1964, the U.S. trade ba
icit of $§6.4 billion in 1872, ond the im ¢
this trend was highlighted in the 13972 Econonic Raport o
President:

mEE ok While the United States 1s a nejor creditor
wation ® % % g Jarge net investment incone dozs nct

nean that the country can afford an ecually l2rge trade
deficit. U.S. policies involve other major rayvrents
commitments #* ® %,  To the extent that these conumit-
ments are desirable, as they clearly cre, they alsc have
to be financed. Given the probablc size of these flows
in the immediate years ahead, it is wnlikely theot net
investnent inceme will be leérge enough to cover then

to say nothing of 2 trade deficit as well. Thus a trade
surplus will be required if our goal is external hal-
ance. Ilwcreover, export growth will permit imperts tce

expand."

The Departments of State, Commerce, and Agriculture arc
the principal agencies involved in planning and cerrying out
U.S. commercial activities abroad. Other agencies which arve
11so important to and have a role in U.S. trade interests
include the Department of the Treasury, the Export-Inport
Bank of the United States, the Office of the Special Trade
Representative for Trade Negotiations, the Council on Inter-
national Economic Policy, and the Office of Management and
Budget (OMB); but their activities were considered only in-
cidentally in this review.

e previously examined and reported on the effectivenecss
of several U.S. Governnent trade promotion programs and ac-
tivities. These reports included:

"Opportunities for Increasing Effectiveness of Overseas
Trade Fxhibitions" (B-135239, Nov. 4, 1971)
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"Coordinated Consideration Needed of Buv-Naticnal
1 P 2222, Dec. 9, 1971)

"Ways to Increasc U.S. Expoerts Under the Trade Opnor-
tunities Prograw” (B-135229, Jan. 2¥, 1977

"Improved Foreign Market Analyses (an Increase United
States fxvort (B-172255, July 6, 1972

"Commercial O0{fices Abroad Need Substantinl Ivorove-
ments to Assict U.S. Export Cbjectives' (B-1724585,

ifice Contributions to Com-
of N
4 -y

N@TC”'S Expore Lxpansion Liforts' (B-172255,

o]
2
,
N
“

This examination is a seguel tc these previous prcogran
reviews, and in it we have socught tu fiod out how the var-
ious U.S. Covernment agencies involved in for ign t*°f,
carry out thcir reepecilive pr
L

¢ = v 4 b - a2ty
with one anoiher To marim

COMMERCIAL ACTIVITIES IN U.§. ENMBASSIES

The importance or commercial activities in U.S. Ixn-
bassies was smnphasized by & State Depnartment study "“"Dirplomacy
I P .
for the 70's," which stated that:

"During the 1970's, promotion of U.S. trade and
assistance to Arorvrican business must have high
prierity in the activities of a mission. The mis-
sion chief has the respousibility of providing
leadership in all U.S. Government efforts to pro-
mote trade and assist American business abroad.
Support by all Toreign Service pevscnnel and all
U.S. Governnent elements in a mission are essential
as we must earn our way &s a nation to sustain

our basic governrental Commltmen‘s to foreign af-
fairs. This support of U.S. conm61c1a] interests
must be active and effective.'

Commerce does not have its own overseas commercisl serv-
1ce but relies on the Foreign Servrvice personruel of the De-
partnent of State and the commercial attaches at the Erbassies
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to 1mniement its prograis. Agricwliure assigns a
attaches to the LEmbassies to carry out 1ts prograns.

Fcongmic and commercial activities at an Embassy rvange
from formulating and executing forcign eccacuic pelicies and
service functicns to assisting individuel businessmen., En-
bassy persounel also:

1. Prepare commercial and economic reports.

wort trade exhibitions and trade center activ-
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4, Examine possibie investment, licensing, and trade
opporiunities.

5. Maintain commercial Jibreries.

6. Answer foreign business inquiries.

7. Respond to mail inquiries.

8. Provide lists of possible agents and distributors.
9. Advise on commercial policies.,

COUNTRY TRADE STRATEGIES

For soue countries, State develops a general plan for
all mission activities: military, political, developmental,
educational, and commercial. Commerce and Agriculture also
prepare procrams to direct commercial and agricultural rep-
resentatives in U.S. Embassies. These programs, however,
are restricted to activities of the sponsoring agency, do
not include activities that could be undertaken by other
agencies, and are not tallored to individual countries.

SCOPE OF REVIEW

We examined reports and correspondence at and interviewed
officials o the Departments of State, Commerce, and Agri-
culture in Washington, D.C., and the U.S. Embassy in Mexico
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City. We talked with officials of Mexican firms and Govern-
ment agencies; agenls for U.S. and other countrics' firms; and
representatives of the American Chamber of Commerce, United
Nations Development Program, and Inter-Amcrican Developnent
Banuk in Mexico.
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CHAPTER 2

NEED FOR STRATFGIES 70 GUIDE

U.S. COMMERCIAL ACTIVITIES IN FORETGN COUNTIIES

Ve were Una:!
for foreign marke

tion by Federal ag invelved . trac
objectives and agreement among the agencies on the asctjivitics
needed to attain such objectives. No Government mechenism

a gies for individusl

exists to coordin
countries and mar
its activities ac

(‘) R‘
o)

rat
ore, cach agenty concucts
n

:

Agencies genas
without svstiematica
1ify the specific areas
cial interests. Thwus
promotional activit

or
0

'yy on trade promotion activities
zing individuel markets to iden-
f prire jm;crtanco to U.S. conmer-
s it sel :
ies carried on are suifcd to and concen
trated on the opp "0 i
uval market areas

PROBLENS WITH PRESENT PLANNTNG FFFORTS

During the fieldwork on th

is review, we noted that
several agencies were aware of the

ng

0

need for better tradc
activity planning and were trying, on a linmited scale, to
malke their promotion prograwms more precise. State and Coun-
merce were jointly dcveloping u targeted approach for carry-
ing out their programs to match the interests of U.S. manu-
facturers with marketing oprortunities overseas. Agricul-
ture simultaneously was developing more explicit prograns
for its overseas activities. These efforts are positive,
but they councern only individusl agency activities; a nore
coordinated and comprehensive planning approach which re-
flects total U.S. trade interest is needed.

%)
o
r

Officiuls of State, Agriculture, and Commerce; a man-
agement consulting firm that prepared a study on the need
for overall planning for Embassy activities; and the U.S.
trade center in Mexico commented on the need for improved
planning of U.S. commercial activitics abroad. These offi-
cials said:



--State's performance is inadequate in systematically
defining U.S. commercial interests overseas, estab-

41

s
lishing priorities among lhem, and developing strate-
gies to preserve and advance them.
--Regional differences reported by U.S. Embassie
a necd to vary cormercial zctivities and to ecs

priorities by recgion and country.

S
ta

ar and without com-

oes not usually pro-
¢ effective comumer-

cial strategies.

--Coumerce should bring afl 1its resources to bear, as
needed, on export expansion objectives, country by
country, concentrating on highest leverage activities
first and adapting its services to identified nceds
rather than filling cnly the needs that fit existing
prograns.

--Agricul ture nceds to apply resources available for
export promotion in the right amount at the right tire
on a country-by-country basis.

--Commercial activities listed in Commerce's country
trade programs should reflect and support the basic
objectives, priorities, and strategies agreed upon for
each country and should consider staff resources and
capabilities of the Embassies involved. This cannot
be done with identical boilerplate language for each
activity for all countries.

The results of our review in Mexico were consistent with
the above views and showed that, to enhance U.S. trade inter-
ests, there is a need to (1) analyze individual foreign mar-
kets to identify commercial opportunities and problems, (2)
decide which arecas warrant attention, and (3) seize the trade
opportunities present and solve the most important problems
impeding U.S. trade interests,

We commented in previous reports on Government trade
activities that State and Commerce had made sporadic attempts
to identify U.S. overseas marketing interests and promotionel



activities; but none of these endeavers have been adopted
on a broad scele.

Ty addi+inn 4+ +hoce yret affaese Fhe marlratd v vel
L1l UV U L L vt LY Lilu o } e D L “ B A P Ll Lol et Lo 2l us it
officer at the U.S. trade center in lMexico City completed &
comprehensive survey oi j ’ ke Dacember
to determine appreprial: : Lde
basis for selecting the cduc 1
A -v'(,hr\yvﬂr)vﬁr-] N e el | mathade 4+~ T Y Yo A Ty €~ e ST
[v Ry e PR NS WA U 5 Sov PpaL W Ra Y l‘ we e LG P RN S SR WL A | L 4 [ S-S I O G s Ly A e i Lo 9 Cbilia
accomplish these objectives The survey bVGJ"HL out several
important trade cpportunities for U.S. comnanies not pre-
viously actcd cn end specific techniques that the center
could use to take advantage of these opportunitic

The market research officer ceonsidered that the trpe ¢f
comprchensive marxket analysis made 1n Mexico would be of mor
value fo overell planning thah the specific-product © pe cof
research Commerce usuzally made. In his opinion, the saue
roncant n.vnn'!rq v ranfird TT T TAMATTITG ANtara ] s e N o b
\,Uil'vLi'L LRI S O G S N Lo Lo v L A 4L L\.i’tLlAlxt‘ oy o LG A L LR R e T [ R
programs and in planring all U.S. commercial activitics in a

foreign country.

Although the survey was considered a success, Coruacrce
had no plans to make siniler surveys and prefeired fo rely
on market studies of specific product lines for identifying
possible trade center promoiional activities.

BETTER INTELLIGENCE NPEDED
FOR PLANNING

An understanding of the market in each country 1is neces-
sary to developing a viable country trade strategy with
specific plans to correct or alleviate adverse factors af-

fecting U.S. trade and investment objectives and to tale
advantage of the opportunities presented.

U.S. Embassies prepare economic and commercial rcports
as part of the Combined Economic Reporting Program which
might provide a practicable base for planning trade activi-
tics. This review and previous ones have revealed, however,

5
1

+hnat+ nvAaoram Ar+ing 1¢ aften esnnradi [ ']{'1(‘ 1{"21 ratfrner
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than analytical, and not comprechensive enough to provide an
overview of an entire market's potential, Thercfore these
rcports do not provide sound bases for developing plans to
allocate limited resources to the most significant opportuni-
ties and problems.



FEASIBILITY OF
PREPARING COUNTRY TKADD STRATEGIES

he Mexican market was selec Y
becavse it was imporitant to i. ade and investuent in-
tevests and because a uscful attempt hed been nade to anzly:e
I t and plan trade center activities. Since X
urchased about 60 percent of its imports from the
ates, wc¢ felt that, if the United Statcs could in-
Tts to loxic it probably could do so in

s as well,

cd for detajlcd anzal
T

Q

b

Embassy perconnel could undoubiedly improve con the
technigues we used to analyzc thc Mexican marxot becau
they alrcady (1) have a gener nderstending of marke
ditions end specific commercial activities that arc or ¢
be carried on, (2) speak the 1oca1 anguage, and (3) heve
centacis in both the public end private scctors. U.S. azen-
cies probably could also imprcve on the approach by develon-
ing more definitive guidelines for Eirbassy personnel to use
in preparing stratcgies.

<

~

;....J

-

COMMERCIAL PROGRAMS PREPARED FOR MEXICO

State, Commerce, and Agriculture prepared some type of
program guidance for carrying out commercial activities in
Mexico, but none was construed as a truly effective trade
strategy.

State prepared the Country Analysis and Strategy Paper
which did not provide any specific plans for commercial ac-
tivities. The Deputy Chief of Mission agreed that the paper
was very general and did not provide any functional guidance
on commercial matters.

Commerce's Trade and Investment Program for Mexico had
not changed substantially since 1968 and gave no specific
guidance on the most important commercial activities that
U.S. agencies should conduct.

Agriculture's trade program indicated the promotional
strategies and the specific trade-related activities it
planned to pursue in Mcxico each year, but its scope was
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limited. Although the pregren included market developaent

activities, it lacked ancillary act1v1tzes, such 2s nsgotiou

tions on turiii w.d nontaravf barviers, fimancing and barter
. 1

No other U.S, agencies preparced trade programs fovr
Mexico,

G;o PTLOT APPROACH TO
RATE STRATEGY FOR MLXICO

To determine the possihility of preparing a country trade
strategy and the benefits to be gained, we

~~identified the lMexican econonic sccilors considerved
best for U.S. comaercial interests:

--synthesized information fyom reports on the various cco-
nonic sectors and related industries, commodities,
products, and secrvices

--interviewed officials of T 5 L
and privatce scctors, and international organiratzon;;

--gnalyzed the information to identify specific oppor-
tunities and problems facing U.S. companies; and
--prepared a model country trade strategy, identif
specific objectives and the commercial activitie
needed to achieve these objectives.

fying
S

Information on 28 sectors of the Mexican economy showed
that substantial new investments were planned, From this
and other information, we outlined a country trade strategy
predicated largely on:

--Obtaining devclopment plans for preparing detailed
lists of specific opportunities for sales of U.S.
goods and services,

--Providing technical assistance to public and private
sectors to assist in preparing development plans.,

--Devaloping lists of U.S. companies able to provide
goods and services to targeted sectors of the market;
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--(Conductiing trade and teclmical assistance missions
to vpursuc opportunities identified in the target

--Developing lists of scgmcnts of the target secwors
susceptible to future restrictive import-substitiiic.
poticies and encouvaﬁ1n« U.5. companies to establisi,
nanufacturine rfaciliiies to retain thelil meirkets

ivities with international
U.S. companies of the oppor-

-~(Coordinating Lubassy act
insure
ipate in projects sponscred by thesce

oxganlzatloﬂv to
tusity to partic

OI’gaillpuE]C’Il

--Assisting Mexico to expand its exports as an alterna-
tive to enactrent of more restrictive import policices,

A comprehensive strategy expanding on thesc activitics
was presented to the agencies for comment. Because cf the
documeni's length, it is not presented here. A more concise
presentation of our strategy is shown in appendix I, pages
25 to 35,

EMBASSY AGRELMENT ON

NEED FOR CQVTERCJ“L STRATEGIES

Embassy personnel agreed the Mexican market should be
analyzed and a trade strategy developed setting forth specific
objectives and commercial activities needed to accomplish
them. They stated this would enable better focusing of
Embassy and Washington efforts on important commercial ob-
jectives. An Embassy telegram on March 30, 1972, tc the
Secretary of State suggested that our approach be used in
developing commercial programs in other countries.

Embassy personnel also agreed that, in view of the sub-
stantial number of agencies and individuals involved, clearly
defined strategics would help everyone in the Embassy work
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together to attoiv the nmost ortant trode objeciive:. v
least 34 individuals in 12 sepegrate sections of the Erbasey
perioimed, or could assist in, activitices velated to U.S.
commcrciral iuntecicsts, Mumcrous cther U.S. agencies without
representetives attached to tho Dmbassy could provide val
uable zssistonce in promotings U.S. commercial interests,
The Atenic Imerov Comwission, for exarple, could assist by
advising Mexico in deveioping iits nuclear capshiliuy, and
the Envirenncatal Frelcection Agency could «dvise on pollu-
i T nceds.

tion control <c

Commercial infermeticen is aveillable in Mexico frow
Government officials, Mexjcan and U.S. businessmen, market
researchers, and such international orgsnizaticns as the
American Chawber of Comuweice, Inter-Anerican Develonment
Bank, and the United Lutional Dovelowment Progran. Lumbessy
personnel, cther than thosc wosponsible for propsring spe-
cific reperts; also have valvebhle inforrmntion. By using
these sources, Embassy personnel can quickly exnand the in-
Lormu ion bese to show where and how rTuture U.S. commercial
activities should be coucentrated; but the informetion must
be more aggressively sought than the Embassy hos doue

The Embassy agreed additional information was availabie
te pilunpoint wiiich specific commercial activities to concen-
trate on and stated:

"Foreign governments may proceed slowly, with many
delays, but their long-range projects should be
identifiable. * * * Large-scale expansion in the
private enterprise side is also usually known well

in advance.,"

The fact that Embassy personnel are more aggressive and
successful in providing commercial assistance when speccific
objectives are cleariy defined indicates the value of pin-
pointing Opporttﬂlthb= The Embassy, for example, expended
considerable c' fort to involve U.S. companies in construct-
ing and equipping steel mills, nuclear powerplants, and
fishing vessels. Reports on these arecas were analytical
rather than rcutine and outlined suggested courses of action.

15



As a result of Embassy involveument, negotiations in
cach of these arcas between U.S. conpznics and Mexican Gov-
ernment agencies or Meaican companies could lead to increused
U.S. business, These nogsri 1tions included contracis 1o
(1) equip 50 fishing vessels involving a total co-t of wbodl
$30 miliion, (2) piovide the nuclear stcam supply systom F
3 $30 miliion to $40 million nuclear lOnC"“l”“f; and (3}
vide engineering and mzneger.ont services for a proposed
steel complex.

PLANNING FOR TRADE STRATEGILS

iate informAation can b
ies for U.S., companics
d participate in numorous
ccts and (2) rveveal spe-
C
i

Qur survey shewed that appropri
obtained to (1) identify opnortuniti
to sell their goods and servi
and diverse major

1

R an
o
<
e @
—

cific problems hinaeri ial interests of U.S.
companies. When the c¢nti is analvzed, it is pos-
sible to rank these opportunities and problems by imgportancce.

trade stratcgles; bui, at the time of our review, none lLad
xns for preparing them. U.S. Embass

Several agencies had recognized the nced for country

D

[

r_)

fully implenznted pla ies
arec the 1 ogical starting points for preparing the initial
drafts of such strategies, no-

¢s, because they are in the best
sition to provide an integreted, interagency eapproach t
U.S. commercial interests O&GTSCLS; to obtain the conmerci
intelligence neecded; and to insure that country trade s
egies are formulated in consideration of U,S., political awn
economic objectives.

All Federal agencies that can identify opportunities
or carry on commercial activities should participate to
make optimum use of agencies' trade promotion resources and
to collectively focus on key objectives.

There are many alternative methods to those we used to
make the market research and prepare the trade strategy for
Mexico. Commerce, for example, is developing an export ex-
pansion system for the 1970s, including a program to con-
centrate export promotion on 15 U.S, industry groups (target
industries) having the highest export potential. It is
also developing, in conjunction with State, a country con-
mercial program which will use Embassies' knowledge of the
markct potential in their respective countries. Embassies



will heazve opneryiwvnities to make significant contributions

in determining the mix of premotional evenis to be conductied
in each country with cne Commerce ollicial teing resononsibi
for promotional Jeocisicnroking for the countries in Loc
region.

State ang Coamnmsrce established an inicregency cownmittice
to develop guidelines for prepaving country, regional, suc
worldvide trade stratsegios. The committeo proposec ihat
five geographically different country mearkets be designated
initially for testing the feasibility of develuping itnese
strategies, The progzan is cxpeccted to resuli 1n docuinencs
which will sct out targots and priovities for cowiercicl
activitiecs, as well ac specify rorource allocaticns at home
and abrocead,

State established a focal peint for coord
ities internally and vith Corwerce. Once an
planning format has been esteblished, State
will he able te encourcce other agencies €
ing integrated strategies.

Qur approach and Conxcrce's ore sinilar in that Loih
seek to focus on country activities which offer the Lest op-
portunities for 'ncreaCing U.S. exnorts. Under Commovce's
approach, target indusirics in the United States are selected,
which Commerce belicves will be most responsive to export
opportunitiecs. Emphasis on industries is iumportant, but
we believe the individual characteristics of markets sheould
first bhe analyzed and then matched to industries. This
method would provide for @ bettcr zssessment of the mariet
potential and would reveal the decuand for products and
services, not contemplaeted in the target industries approach,

Analysis on a country-by-country basis would assist
Commerce in planning for commercial activities by (1) identi-
fying the peculiar commercial oppertunities and nrochvs
that face U.S. comnanies in each country, (2) indica o
the relative nced for governmential assistance, (3) nYO\Jdiwg
a basis {or selecting the targct industries, (4) indicating
the type of pronotional events and the degree of other agen-
cies’ assistance necessary to attain the most importent U.S.
commercial objectives.,

Commerce informed us that its country commercial pro-
gram, which will be transmitted to the Imbassics for review
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and concurvence before being adonted as a statement of
country ohiecciives, will focus on national objectives and
be a carvefully desiyned, individually teiloved, progran of
exp0ort exvansion accivities., Commerce cofficials believe
thi cch would fully meet the objectives sct forth in
ou Both 2voproaches have merit. The imnortant
po: that a morve systemstic approach, cocordinated with
al ies, should be developed to 1dunL1L) the spzcific
u. cial activitics to be conducted in forcign

ce nd to insurc thet these activities are tajlored
to imnertent opportunities and problems peculiar
to market.




CONCLUS IO ND g

CONCLUSTONS

Notwithstanding the importance of commercial activities
overseas and the numerous agencies involved in these activ-

ities, no coordinated country trade strategics have becn
prepared which idcatify the significant opportunities and
problems facirng U.S., commercial interests in each forelgn
country, and set forth plans to focus activities directly on
these opportunities and prohlems. In general, each acency
conducts its activitices without systeuwatically analyzin, in-
dividual foreigp rarkets to identify the specific areas nost
importent to U.S. commercirl interests, Thus, the agencics
cannot be certain that their commercial activities are sulted
to and concentrated on the important copportunities and prob-
lems pcculiar to cach narket. There also 1s no assurance
that 211 agencies zyve working together tc attain the cst
icctives and are not, in fact, working at cross-

The agencies concerned generally agreed that a more
UL, SRS, USRI, (. R B i~ irme amm A e 23 e L.
Syostelidilice dilld COLIUALIaALCU JdDPIOdCnl wWdo iccded Lo dacitid iy
the specific U.S. commercial activities that should be con-
ducted in foreign ccuntrics., In the past, improved planuing
nethods were developed but never adopted to the extent that

they provided a viable basis for carrying out commercial ac-
tivities.

Our survey in Mexico deimonstrated the feasibility and
possible benefits from preparing country tradc strategies.
With a vigorous seeking out, sufficient information can be
obtained that (1) identifies opportunities for U.S. companies
to sell their goods and services and participate in major
developrment projects and (2) reveals specific problems hinder-
ing the commercial intercsts of U.S. companics.

When the entire market is analyzed, planners can rank
these opportunities and problems accerding to their rclative
importance., Emhassies, properly directed, can assist U.S.
companies in taking advantage of the identified opportunities
and solving the problems faced.



The Embassies also arce a logiczl starting point for
preparing initial avafts ol courtiyv itrade strategics, hecaaus
they are in the best position to ovhinin the basic comieryciol
intelligence and formulate siratefies which approsviately
consider U.S. political and «orcnic osbilectiven. liany Go.
ernment agencies reprezenicd in Dubassies cau assist cach
other in identifvivg specifia arees of opportunity and can
work collectively to achicve imporitant “rade objectives.
Each agency’s headguarters oificiels can refinc the Embassies”
drafted strategies.

There are manyv alternative rescarch metheds for preopar-
ing trade strategies other than those we used for Mexico.

The State and Cermerce “#rmiozch presently belng tesced,
xampl nsiders that Waeshington headguartcrs shouild
for example, considers that : )
take the lead in freuning a clobal stvetegy, with the Fo-
bassies' roles confined piincipally to recomending the pio-
grams for achieving comrevciel objectives The 1mportan
loped 1n a more systens

point is that strategies be deve]
and coordinated manner.

The strategies must be flexible enough Lo respond o
rapid chenges in the vorlavide supplv-denand situation and
the effect these changes would nave on U.S. trade objcoctives
and pronoticnal emphasis. luplicit in the development of
such strategies is the neced to carefully weich the advauntaze
of increased exports against poessible adverse effects on the
domestic econonmy

The individual country trade strategies developed need
to be refined into specific activities to disclose, evaluate,
and compare the opp r*uﬁities for increasing U.S. exports.
Decisions on which activities to undertake should consider
the relative payoff against available resources, with each
agency reCponsib]° for making the finsl decisions on com-
mercial activities to undertzke 2nd for cbtaining the neces-
sary approprlatlons‘

Finally, the individual country stliategies eventually
need to be analyzed and aggregated into regional and world-
wide strategies. The State Department, because of its re-
sponsibility for overseeing operations in all Embassies,
appears to be in tbc best position to take the lead role in
combining individual agency strategies into an overall U.S.
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The Depavinents of State, Commerce, and Agricuiture and
OMB agreed wiih cur central preise ihat betler planning wes
neoded to accorplish ULS. trade chjectives. Each agency,
however, eX;resst gone roservations with ithe wmaruces in vhich
the recomnmendations could be tmplemented.  The comments ore
outlined below:

--The Department of Sizte woresd vwith our reconncinde
tions and stzated that correciive actions had beon
initiated or are planned. They stated that ovur report
was not only timely but als«o, as noted by their con-
ments, struck a respoasive chord within the Departi-
ment., {(Sce app. 1717,

--The Department of Commerce agreed with our certral
observatioas and conclusions. They siavced thai heticvy
planning of trade strategies on a couwuntiv-by-Jcunin
basis would serve to more systematically iden:iify the
trade cpportunities and problems in srch country.
Commerce 1s now establishing a systematic and inte-
grated plan to develop export straiceics and prograus
on a country-by-country basis. Using this zppreach,
Commerce plans to start with national objectives and
end up with a cerefully tailored pregram of export
expansion activities for each of the 50 to 60 majol
markets of the worid. Commerce believes this approach

will full Ly meet the trade objectives set {forth in ouz
report, hey emphasized that the focrus should be on
developing a broad trade strategy and should not be
limited to develeping an export strategy. (See

app. IV.)

--The Department of Agri
recognized the nced fo d
development of comprehensive expori expansion
egies. They inforned us that, with the limite
resources availeble, a number of steps had bec
tiated to develcy sug in-depth strategies to

culture stated that it had long
r improved planning a

fot
=
1
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both comncdity z.pori promotion and oversll agency
J i o 7
.

planning. Apviculture did express concern with recon-
mendztions to cive S authority to dicilate indi-
viduzl apency stigtovici.  They stated thet the Coun-
cil forv Interwucicucel Dounonmic Policy would seen =
norve logieedl foocl point than State for reviewing auvd
cocreinaling cgoenay seretegies {or expor. premcticu.

cur recommendations. They

¢ consistent with and were
inteuded to strengtien the revort’s basic point that
country stratcgies sunuld be developed as soon acs
possible. in addiiion, ML steted that the siratcgics
shovlid be bLrosdencd o iaclude such matters as tarics
policies; nealayilf L-itiers; and import, invest-
ment, and foroign fxcnange policies of foreign coun-
tries. Hovover, O0M3 could see litele rveason for the
Presideptts tpecial Yroade hepiccsentative, the Council
on lutcrnatiosal Eocncuic Policy, or themselves being
girectly involved in tho development of guidelines
for preparing, iw-lermoating, or reviewinyg the strac-
egies. In tn=ir opinion, ithese functions are best
left to ihe o¢pevatling ageacies that had the prograr-
matic aﬂd country kiowledge and competence. (See

There is a difference in the epproach we used to develop
the trade strategy fov Mexico and that used by Commerce and
State in developing theivr expe rimental programs ’Tl a country

i \
by-country basis. Howvever, State's and Commerce's coricciive
actions should help insure ihat their commercial activities
are suited to and coencentratzsd on important opportunitics
and problens peculiar to individual foreign markets.

We, therefore, are making no recommendation that our
approach be adopted. We agree with OMB and Commerce that
the proposed stratesgies should include all facets of trade
and investment and not be limited fo export strategies.

We believe the State-Commerce working group can be ex-
panded and made nore productive after an effective plan inq
format is developed. An expanded interagency working grou
coordinated by Staete is necded to develop the best strategie
possible and insure that all conceined agencies are working
together to aittain the most important objectives.
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--Take the Jlcad roile in combining i
strategies into overall U.S. coun
worldwide trade strategies and iu
portunities for ggencios to coord
ties and assist each other zre ad

--Direct that U.S. Embassies active
preparing strategics for their re
and provide support to accemplish
f

‘inally approved.,
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RECOMMENDATIONS TO THE SECRETARY OF STATE
We recommend that, after the {feasibility of prepaving
trade strategics has been donmonstrated and zn (ffective nlaz
ning format developed, the Secretary of State:
--Consider cxpanding ihe interagency compitiee to in
clude ropresentatives of Agriculture, Treasuiv, the

dividial agcoroy

Iy, Tooioncgl, anid
Y ¥CEICNcr, a4
urine that all op-
nate itheir acoivi-
quately consicz.ood

vomarticinad e G

’y '[’ L S I VR § lll-\, ~r AL Y
pective countries
the strategies 4s
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GAO COUNTRY TRADE STRATEGY FOR MLXICO

SURHIARY OF FINDINGS AND

L

SUGGESTED U.S. COMMERCIAL ACTIVITIT

In the comprehensive strategy that we provided to the
agencies, we discussed ecch major sector of the Mexic
economy and shoved re sector plans and their tvade in-
plications for U.S. Governrent agencies to irsvre that U.S.

companles participate in the tradc and investirent cproriuni-
ties identified. This condensed '/

24 s [
d version confains Oan the
that could be undertakern.

’1)

possible commercial activities

The following schedule lists the market s 3
reviewed. Becauvse resources availeble for U.S. trade vro-
motion may be limited, we arranged the sectors into
separate groups indiceting which sectors could be a

rost by U.S. comrmercial activities., TFor examnlc, sales cof
U.S. goods and services in 211 the group I narlet scctors
could be increased more by U.S. trade promotion activities

then those in LLV gioup 1I sectors. This type of allocuiien
is essential when resources are limited.

That resources be properly allccated among countries
is equally important. For example, potential U.S. comor-
cial opportunities in Germany m“ be greater than in llexico.
Because of limited resources, U. S commercial activities in
Mexico may have to be discontinued or reduced so that tho
United States can take advantage of the more substantia

opportunities in Germany. This type of resource allccation
will not be possible, however, until individual strategjcs
for several foreign countries arc developed and synthesized

into regional and worldwide plans.

25
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Group 1 roup i Grouv 111

Livestock industry Telecowmn

Sugar industry i
cquipment prodUCLion

Eleciric power  Food processing and industry
industry packaging industrwy
Agricultiure industiry
Nucleary power Civil aviation
industry Agricultural ecuipment
Hichwey plamning industry
Fishing indus- end constiuction
tTy industry Railroad planning ond

construction 1ndustry

forestry in- Seaports nlanning
dustry ard construction Mining industry
industry

Pulp and paper Pharmaccuticsls pro-
prodiction in- Petrochenicals pre- duction industry
dustry duction industry

Consumer products
Textile indus- Chemicals produc- production industry
iry tion industry

Military equipnoent
Plastics pro- Medical snd clini- procurements
duction indus- cal instrumentation
try production industry
Petroleum and Tourism industry

natural gas
production in-
dustry

Environmental
control equip-
ment and in-
strumentation
production in-
dustry

Metallurgy in-
dustry
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Some factors we consic n identifying the morket
sectors that present the greate opporiunity for U.S. agen-
cies and the Twmbassy to enhance U,S. commercial interests

wore:

--Naticnal dinterest programs anticipated In the ~oolow-
For example. in the envireonmontal centrol 50 "o, o
Mexican CGoveypment has just besgun 2 cfficially recc
nize pollution as a wajor problem and has nassea lepls
lation to control it. QDemand for ' Tal et

quipment is expcated to skyrocket Syl
in the forestry Industry, where the ic Govorriion.
is just starting to plan for systemaric developmont of
its {orests.

--Major dexﬁlOp” nt planning and action already undonva, .
such as in the sucar industry, with recont price 1o-
structures and modernization of the entire industyyr;
clectric power, with cvcle conversion of the Fedog:
District plenied; wnd motalilurzy, With vast paojiciec

investrentis.

-- Low U.S. marie e, C i 1
pulp and paper incustry (29.9 and 37 per
tively).

o4

--Need to counteract increasing competition from othe
countries, such as in the electric power industiry
(Switzerland, Japan, and Spain); the envirennentel con-
trol equipment (Janan, West Germany, and Francce): and
the retallurgy industry {(West Germany, Japan, Ironco,
and the United Kingdom). ‘

--High likelihoced of U.S. commercial activities inpuct
on a'l scctors in group I.

COMMERCTAL I'OTFNTIAL

Substantial new investments have been planncd for many
sectors of the MMexican economy. For example:

--An estimated $304 million will be spent to mnodernize
and e¢xpand iexico's sugar industry between 1971 and 197¢.

--Mexico's clectricity needs are predicted to alrost
doubic between 1970 and 1976, and expenditures of

27
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$320 miilien in 1272 wevrc planned for plant construc-
tion, noiwoerrs, substslions, lines, and equiprent.

--A proerom to develop Mexico's foresiry dinduveiry viil
reguire investrents of ghout $477 nillion tc create
15 initegrated forvestyy complexes.

--Every nmzjor company in the pulp and paper industry
plans to expand c¢ld faciiities or develop completely
new operation The Marional Eank of Yexico estimates
that, to meet the growing domestic demands for papev
pIOuh ts end reduce the inport of paper goods, an in
vestruent of $180 million will be neocessary belfore 1675,
Tvperts of palp anc vaper machitery are eapccted to
increase a2t an annual raete of 15 percent

--A Mexican Government study was being made to idents [y
the textlile conpanies that will have Government-approved
expansion or rencvation plans.

--Mexicoe's imports of metzlliurgy equipment are expected
to increase at c¢bout 30 1o 40 percent annually ovirw
the next 5 years.

--Development plens have been announced for hMexico's

transportation sectors.

--The passage of new
increase the demand for
and instrumentation.

Embassy person:
and are actively as
of only
struction cf steel mills,
vessels. For most sectors, no
to get specific infovmation on
related equipment needs and no
planned tc identify and assist
could take advantage

sisting U.S.

-

(=3

POSSIBLE COMMERCIAL ACTIVITIES

pollution Iaws will substantially

poliution-control ecuinient
& i I

ncl have chtained specific information on

companies to take advantage

limited number of these opportunities--such as ccn-
nuclear powerplants,

and fishing
concerted effort has been made
proposed development plans and
systematic actions have been
U.S. companies that possibly

of these opportunities.

Discussion on the expanded strategy for each market

sector included a section called "Possible

1.5, comnercial
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Activities already progrenod include econovrniic analysis
Iy

p.

nori ad g cxamni
ing on mossivle in'ﬁanvhtg licensing, and trade oppo: &3

s., 2 20 e - P S

and providing juviorwation on possivle agcitts and dist.
for U.S5. coupanics.

T may require a sub-
tivities. These
xiccn market end
represent the best
ok continuing censulta-
Governront, trede, and _ndusTry sources; i ]

of a nparticipacion in Mexico's development planu.
certain market sectors; detailed fnllowup en trace
ment opportunities and business preopesals from U.S. corpanies;
coordination with U.S. agcencies not directly involved in cx-
port expansion ectivities, such as the Atomic Energy Conmission
and the Environmental Protection Agency hich could help ad-
vance sales of U.S. products; cocordinaticn with international
orgenizations in Mexico that have trade zad investmout pro-
grams; development of specific programs to help Mexico expand
its exports; and assistance to U.S. companies reglsterlng io

bid on development projects.

Ideally a number of differcnt commercial activities
should be conducted in each of the 28 market sectors reviewed.
To varying degrees, each presents opportunities to enhance U.S
commercial interests in Mexico. From a praciical standpoilnt,
however, resources may not be sufficient to cover each area
or conduct each activity. Therefore, our ranking of the

28 scctors into 3 grouns sheould he conss: dered vwhen 2llocating
P RN W P e S Sy I R W ~F &L L»LJJ LT ULA _L L7\ SeWZil o A Ui 5w b Al il v A Ao ub*l"'b
resources to insure that ail commercial activities in lexico

a
promising industries and problems. As
¢ should be covered, but it is important

arc keyed to the mos
many areas as possib

et o C
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that resources ave not zlliocated o
until there 1is assurance that all t
5 11 be effcctively covered.

Market secctors apprepriate for each of the conmercial
activitics listed below were pr vided in our move devailed
analysis. For exawnlie, c¢btaining developiment plans wouvld Lo
appropriate for such industries as sugar, clectric wower,
fishing, forestry, erc. Other zctivitics could be develoned
{from the information provided.

Obtainno developnent nlans

A more concerted cifort must be made to establish and
maintaln contact with Mexican Government end nrivete indus-
try officiels responsible for development p1a1nino in tac
target sectors selscted as having highest potential fer 1.S.
comnercial interests. Information from these sourceos shrull
be usecd to prepare detailed lists of specific opporvnnities
for U.S. equipvent and services in such areas as ithe susor
indusztry, the clectric power industry, the {ishing in.usiiv,
the forestry jandustry, the environnental protection o ip-
ment industry, and the petrochemicals, petroleun, and natural

gas industries.

Providing technical assistance

Where possible, a“*ajgeneabs should be made for ner-
sonnel from the Embassy, U.S. encies and COHHQ7]C TO nra-
vide technicel assistance to We\1Can Governnment )

industry officials planning development in the
tors. This would help the United States obtain cpe
information on future developnent plans and counterac
similar offers made by other foreign countries.

For example, although the U.S. fisheries attache in
Mexico City has helped U.S. companies to particinate in
constructing fishing vessels, his efforts cculd hHe brozdencd
to cover other opportunities presented by the planned builidup
in Mexico's fishing industry. He has an opportunity to
assist such groups as Mexico's Sub-Sccretariat of Fisheriecs,
an Inter-American Development Bank Mission, and the United
Nations Industrial Development Organization to prepare a
comprehensive development plan for t industry.

D
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The attoche, with assistance from industry
the 4.5, (¢ Depart National Harine

oot
§ retion, ceould
that const?uc*
marine and fi
velop mcnt plan

U.S. Coﬂuh

formation on indi

Lists ©f compenies cepable of providing ecquipment and
services in esach of the target sectors cholld be ﬁeVGWvg;d.
Commecrce field wivice mersennel should send or hand-carry
information ¢n the specifi loprent plans and relatod

3 Ny o mema v -
cGuipmMeny Cna STTWVICE Tl

C 1
U.S. comnanies Commerce personnel should follow un con
1

these buntaccs 10 determnine which companies arc intereccasd

in these oppourtunities and how U.S. agencies end the r£mbassy
can assisti thcm. Thesc ccupenics should be continually
advised of new developronts, their business ciforts moniiored,
and assistance provided in solving any problems they en-

counter

technica

In some instances 1t will be important to conduct trade
and technical-assistance missions to pursue the opportunities
identified in the target sectors. For example, a U.S.
technical~assistance mission should be corganized by offi-
cials from the Environmental Protection Agency and techni-
cians or consuliants from U.S. companies capable of decter-
mining pollution cquipment and instrumentation needed to
meet Mexicc's new pollution laws.

This missicn 1s important becazuse Mexico's pollution
laws are new, and Mexicen companies might need assistance
in determining the spccific types of equipment rcecquired to
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conform to the laws. It could also pave the way for a
followup wission and conwercial exhibition at the U.S5. trade
center in Menlico City by .S, compunics that wmenufacturs the
apprepriate peliuiion saw'nment and isstrumeantation.  Thas
rission should be concucted as scon as possibic Lecmuse
France, hest CGernarny, Jovuen, ana the United Hingdon alweady
have plers to exhibit thelr c¢avironventsl control cquipnent

t
centrawcd on cqui
Is)

1] ns
viprenpt vsed in the targel sceCoors. AIso,
these activities should concentrate on areas where, Lecause
of the lz2rge numbsy of potential buyers, 1t is 1W9racc3c1}
to obtain specific develcepmoent plans ana put U.S. comnanies
in dirvcect contect with nmejor Mexican buvers, For examp?es
C o 1e e

in Mexico over O
Since this is a ropidly

production eaviprment exhib

nlastic products
try, a plastics
be held at the

1

Assisting U.S. companie
to bid on pu:ilc nroiec

There are 350 Mexican Government agencics concerned
with contracts.

U.S. companics have to register with the appropriate
agency before they can bid on its contracts. Before a
U.S. company can recelve payment on a contract with the
Mexican Governucent, the company must register with the
Secretaria del Patlrimcnio Nacional (National Patrimony).

We found that no more than 10 U.S.-based companies had
successfully registered with the Hational Patrimony. Be-
cause the registration procedures are complex, Embassy ar
Commerce Dcpartient personnel, for at Jeast the target s
ters, shculd actively encourage and assist U.S. companie
to register to bid with the appropriate iexican Governmen
agencies and the National Patrimony.

d

cC-
es

jond

Registering with the appropriate Mexican agency does
not insure that U.S. companies will automatically receive
contract specifications or even invitations to bid on
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specitic projects oL vhey wie 2pproved and conounced (og
public biddirg. Ttheyrters ) [uhassy povseonned showldd nonitur
all calls to bid on mupilc projects in the fargot seciurs
and, if needcd, cvcoviaps vand Cl2ar the wayv for the LS,
companics to Lid. IF possitlc, arrrnpoments should be made
with the epprupricce Tiond Gorornminl ggancics for polices
of and bid specificaiic s oeach gpproved ooojlct to be
sent auteomatically 1o, at Toost, the ULS. Imbgesy for for-
varding to the approwricie .S, cornenies. 1o Inprove futuve
perfornunce, the jcasons v oa U.S. company Jdres net receive
a contract shoull Lo docu.nonted and provesals should be
develoned to mooid simiiey problems in the future.
Fricourzginyg U. S, renufaotere in Mevico

Mexico's indusiries and consunery markets are protected
by tariffs and irjoit controls, Aboat 67 peycent of exico's
total irports, by valwve, ave subject to import liceusing,
These licenses usially ara pot granted i€ the product iz
already produced or nannfoctured in Mewico or if locnilv
produced goods con readily be substitured. As a resuli,
1.S. companics itnoi hove boen exporiing produlis to Mexnico
can suddenly fing that tho mariet is closed Lo them. lFoo
example, “Mexico has encoursead the munufacture of cherical-
and petrochemical-rroccssing eauiprent. These indusirics
have been growing 2t wan sverage annual rate of about 16 neor-
cent, and Jmport of production cquipmeat has been decreas-
ing at the rate of zbout 17 percent a year.

U.S. agencics and the Fubassy have been unsuccessful in
persuading the oxican Govclnm'nL to climinate its ivpere-
substitution policy. While these attempts continue, Lnbassy
persconnel should develop 1ists for each target scctor show-
ing equipment which Mexico now imports but which probably
will be nanLTacLur :d in Mexico in the future. VWhen th
lists are prepulco, Fon~31ce should actively seek out the
U.S. companies exporting or planning to export the equipnent
to Mexico to deterwine whether they would be interested in
manufacturing, as ijngs anﬂ/or 13censing the equipment
in Hexice Interested connanies should be assisted i

: s ; tacts with ap-

@]

i Con-
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Coordination with JntcrvA< oaal fiﬂ'rj"rt:mnx

Lmbassy personnet shoen®a ceydinatle eI o aCTiVIlli
with internctionzl oveanise  Lons i1 “leXico th conduct
projccts bearing divectiy on U.S. compmorcilct Sy laTests The
rost irmoriaet preiccts wo fdentilicd were conducted hy ihe
Hnited Notions Industrir? Jovelepsnl Oroandzation (UNIL0)
the Awerican Chorher of Covmerce, and the Inter-American
Bevelopnont Dank,

For exanple, the Mexicen Gorvernment 15 initiating a
vrogrier to enpcourage tke nanutacture of (3% articles in
lexico that ere now beirg isporiced. UNIRD 1s parcicipeiing
with the e ; in ToYveLlEn

axican fovernrent 10 ¢ontact cormanics in
ch meyv be intervested in manufar :
N0 represenvative teld us he had been receiving onthu-

i fron such countirics o5 the Upited Zingdon

-} A R -~
should woirn closod

.
£
R T N g T J o~ v a e S 1 - 41 S ea e e AN - N
insuire that U.s. coerpgoenics have the oppertunlty to pariici
r

i I
and Geurnany. I orcign companies do start manvfacturing
perations in Mexico, the market would picbably be closo?
to U.S. comparies curvenily exporviing these articies, Thove-
1 1 t i
"

Adecistine Mexico o exnand its exnorts

lexico is still experiencing suhstantial trade deiicits.
In 1971 Mexico's imports exceeded its exports by $067.5 nil-
lion. To solve this nroblem, the Mexican G

Q f—,
-
o
—
s
jor)
—
L

M
-
'\__J
fi

taking steps to increase its exports; 1F this prograr is
not successiul, it mﬁy turn to more restrictive import poli-

cies. ‘tiexico is the fth larrest market for U.S. c.uporus
so 1t may be imwportant that 17.S. agency and Inbassy per-
sonnel develop specilic proposals to assist Mexico to expand
its exports and present these preposals to the appropriate
!lexican Governrment officials to forestall more reostrictive
trade posture. Impiicit in these actions is appropriat
consideration of other U.S. cconcmic interests in ”“V1co

and the need feor establishing country prioriti

neling U.S. trade ciforts.

o e

The United States could possibly be of assistance in
improving Mexico's fishing, tourism, livestock, and forestry
industries. In 1971 Mexico began shipping mugh greater
quantities of shrimp to Japan and Canada, rather than
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continuing to sell zimost exclusively to the U.S. market.
Bccause of rvecord shrimp prices in foreign warliets, shriup
expoits ¢ained the nurber two position in Mexico's totul
experts for the Tirst gine. The U.S. fisheories attache,
wihil !

an
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Another task force noted that the State Departmentis
performonce was inadequate in systematically and rationally
defining U,S., commercial interests overseas, establishing
priorities amnong them, and developing strategies to preserve

and advance then.
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Officicls et tho {ise of
problem as one of gonine fre
to Agriculture ond aprlviy 1 i
the right Ti1¢ OO a oo T -0 ~Conilyy bunis in o fenieT
calculated fo maxinmioe Commzicicl exporis of U.S, agricul
tural commodities. Foowolion cciivities did net aprnooar to
be closcly cooraine cchizve the onjective of creai-
ing, maintsining, o iine cormercial export maiwecs
for agricultural co , CooTdlnation nmust be eficcicod
on the basis of cooreration viitnin Agriculcour COoOpeYative
within the U.5. Governnoniv, aal supporl i5on Ccm;trcce
Loci country ic uniat-, with its oun specizl problcone
Vis-a-vis the tesk oo cnperdirng S, amyiounliural orporis
Hence, specicl at-ontioa must be givern o ow ihe total
proweotlon resouvrces ove uscd,

To help solve this ricbler, veprescntatives are con-
sidering (1) evelunting acricaltural imporis, cuamitics,

¥ t i

values, sources, and prices 1in each count:
ende, (&) deiernining wnv the Uni

import tr . ) 1ted Statves in not

supplvine the morkct oy why 183 share is dnedegueie, {4

identifying producis we covid 5211 if & concerted ernort

drive were dnitiated, (&) c¢otimatring the costs and benerits

of the effort, and (6} rvecousending certain actions. Lrow

these considerations, o wastcr piel with gouls ond ohjeciive:
1t

would be design

1 ¢ 3 b
ed To1 occh countyy. It would be coordin=ted
on a worldwide b iy
]
i

3 and would guide agricultural attaches
and make Agricu e's objectives known to all other 1

ested organizat

MANAGEMENT CONSULTING FIR'I

In September 197 1, a firm commissioned by Coumerce tou
study its export expausion programs pointed out the n
target activities to the specific characteristics of
markets. It stated thac Ccmaeecrce she “ld concenirate
resources, as nceded, on export expansion cbjectives cot ntr"
by country; concent on highest leverage activities fivst;
and adapt scrvices identified needs rather than filling
only the needs that fit existing programs. The report con-
cluded that:

f“ e
,_e
i (D
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"Cviisoas, country preoran plans would auocunt
to multitechnicue plans for acceaplisning
pocitic objeccives in both pic.oticn and

=3
i Commerce activity g suppor

"Thus, we recomnend

present, functional progreans to
oriented programs. Durther, 1135 a
should becoume flexible enou t
support these prograns.  For examp
missicn is the appropriate technig
exports in a given area, then it shou
part of that country progran. I1f no
useful, existing technic comy
obiective should be used, or a ncw on
if necessary. Rather t SErd
activities to a set of traditi .
none of which might be effective in a give

country, we recommend development of specif
est support

programs--and the nccessary tools that b

them-~for individual countries, based on their
peculiar import environrents and the targets es-

tablished by Commerce."

ERCE DEPARTMENT

in each country.

such

As a consequcnce of the above study and of studies pre-
pared by GAD and others, Commerce substantially revised its
approach to ceveloping country program plans.
of our review, an experimental program was being developed
which is more country oriented and targeted and more opera-
tionally meaningful than these already prepared.

At the

tine

Commerce still plans, however, to attach to cach pro-
gram a list of all routine activities currently conducted
without relating thesc activities to specific objectives

In commenting on the deccision to attach

a list, a Commcrce official who is responsible for de-
veloping the new program format stated:
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"These v
som:. thing
is their
00% of the f i y
segms to : or if .
bashkvts--their cev-to-duy vorkload--10o confornm to
oui notions of vhat they should be doing {ivet,
secend, third, or not at all, and how they shoeunld
be doirg 1t, 17 cannot jusi give ilhem a canpeq
activities list thav realds the szme {or every pro-
gram country, iircspective of the vastly diffcrent
comrercial potentials fion countsy £o country,
and the vastly Jdifferont commercial staff and re-
source capzbilities fron post to post."”
U.S. EMBASSTL
A sumnary of combined views of severzl U.S. Embessi
in a response to a 1972 request for innovative ideas to
pand exports, indicated that:

"A corollary to the need for establishing pro-
gram priorities, is the need tec differentiate

among regions ¥ * # the effectivcness of trade

nronct i feochnialios and mroaoratic 19 nodr ima forme -

LJ.L S L AL LA J._.L\.{L.‘v‘) LI l_l.‘_\.}o.&tix&-) A O PR ™ LAIL L 4.\ L L

as indicated, {for cxample, by the greater nced

for ad hoc services in developing countries; by
substi i

the need to substitute for inapplicabie VWorld
Trade Directory Reports and trade opportunity
programs in Eestern Lurope; and by the usefulness
of combination export managers to small firms

P N

intervested in tue Eurcpcen or Latin American
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U,S5. TRADZ CENTER

The market research officer at the U.S. trade cent
Mexico City completed a comprchensive market survey in

ber 1971 te determine meérketing cbjectives and recoumen
practical methods to measure, evaluate, and accomplish th

objectives. He concluded that:

-2
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"Office of International Trade Promotion and U.S.
cxhibition export premotion activities are always
preceded by in-country market research initiated
in the U.S. to determine whether the promotion
expense appears feasible in terms of cost-to-
benefit criteria. This market research is gen-
erally limited to the specific industrial sub-
category under consideration, and its objectives
are mainly limited to promotion success in terms
of expected imnediatce and relatively short-tern
sales resulting from the promotion.
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Mr, Oye V. Stovall
TYE mn s o de e
LR G SR &)
Internacicns!l Division
U.8. Geneval Accounting UGffice
Washingiton, D. C. 20548

Dear Mr. Stowvall:

review yvour resent
™~

Tred.: Scretegies neod

Fany A e + o~
- ~»L)JLL; Cani AL c,ta..t.\':, N

on actlivi

4o Ty .

Ll U F

artrzuis )

ncrete re ndata
sidexable p*001pss in
overseas.

o] ;in b the State and Comwerce
rim er p ing tools for setring U.S.
commercial ujectLves wotlc-wide sné¢ for manacing our trade
promotion rasources. Your latest draft report is not only tiwely,
but, as you will note [rom our remarks, it strikes a responsive

chord in the State Depariizent.

k ':P\"‘L! (i_,-\‘x. lf
Richard L“ Hu*ray ;
Deputy Assistant Secretary
for Budoet end Finance

Attachment:
As stated.
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Up e on
L bui

Thia cdraft veport fellows ?ogic"llv f?cw previous CAOD sivdies,
which examined various aspecis of U.S. (A
activities -- trole centers, Lraée Oy
and overseas corczreial officas., Tt =
evaluating the ¢ivcerse services periorw
cbjectivasn,

<
goals; we nusi tail

achicve those ohb

e

C 8o

for i o t ihug, the
worsloaa of our comaczcial olflces cverzeas I1L nave to Le
restructurced to give greoter emnlcsis to marhot rescarch aad
proporiionately less enphiasis to the routine, reeccive-~tyvia
activities which have trzditionally denanded nost ol the stolf
tine. It mey also require less emphosis on dirccr trade prenotion
type activities such as trade certer shous aand trade b
effcctiveness of vhich has been quustioned by cariier GO0 srudies.
hese stud i ot 3 ;

by Foreiga Se*w ice posts re
to the Amzrican business end-user.

Comments on Reccmmendations for Secretavy of State
1. Establish interageney working group to develop guidelines
for comtry, regional and worldwide trade s ra“cgies: We concur

that such trade strategies need to be devel
As GAQ ncoted, the State and Commzrce Depar

ER LR O ) 4 § Ll otalcoc s

Fa
joint working group to devalop a format for Coumirv C
Programs (CCP). The Comrnerce Departuent's proposed {
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Befoy pending orking T
(Agriculture, Tximbank znd STR) as suggested by GAD, ve Lhink
Commerce znd State should continue their joint efforts to develop
an effective planning format. After we have cowmpleted that first
important step, the Staue Deparinent can sedlt Lo coordinate the
inputs of other agencies.

itial draft of cowatyy strategy: We

d that embassies should play an

couwatry strategies, whether they

dra v contribute to a draft. The

int State/Coi..cxce working group
1 market conditions that

gssies can also be a source of

actual

CCP tha
must reflect th
embassies can be
fresh approaches

3
y prepare the dnitial
t h

.

se
st Drovide, Emb
t

il

o trade promotionr, uniquely suited to particular
arkets. In general, ve conceive of a CCP in which embassies and
Washington zgencies shnre in the drafting. Washington should tzke

the lead in Ireming gl - "CLtl“G aown

obal coumercial strategy
ives, codpetitive asgesgsments
riority geographic regions -- and progecting
resource allocations world~widzs for the various commercial pro-
grams. Embassies will also have an input to this broad commercial
policy-making process, but their prinecipal contribution will be

in recoizsrnding progroms for achieving U.S. comercizl objectives
in individual countyy markets.

ir
overall object
sectors, and pi
c
g
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3. [See GAO note 2.]

4, [See GAO note 2.]

N 1N
-

GAO notes:
1. This recommendation was modified to say Embassies
should participate in preparing strategies and pro-
vide active support to implement approved strategies.

2. The deleted comments pertain to matters omitted from
the final report.



APPENDIX IV

THE ASSISTANT SECRETARY OF CONMMERCE
Washington, D.C. 20230

LY

March 16, 1973

Mr. Oye V. Stovall
Director,

International Division
General Accounting Office
Washington, D. C. 20548

Dear Mr. Stovall:

This is in reply to your letter of December 19, 1972
requesting comments on a draft report entitled "Better
Planning of U. S. Trade Strategies Needed for Foreign
Countries."

We have reviewed the comments of the Domestic and
International Business Administration and believe
that they are appropriately responsive to the matter
discussed in the report.

. N
cerely yours, |

) |
\d 1 ™ { f ) ;‘
gj‘f\) Q\yﬁg_.lfi..ﬁ;

>
Henry B. Turner
Acting Assistant Secretary
for Administration

Attachment
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DOMESTIC AND INTERNATIONAL BUSINESS ADMINISTRATION
Comments on GAC Draft Report

"Better Planning of U.S. Trade
- Strategies Needed for Foreign Countries"
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APPENDIX 1V

The Department of Commerce appreciates the opportunity to
review the General Accounting Office Draft Report entitled
"Better Planning of U.S. Trade Strategies Needed for
Foreign Countries."

* »
t "3 more exrci—om:'}-{f-

(SO L O [N W 35 O

1) analyze 1nd1v1dual

The bacic conclncion of +he

-aivr B Oav Wil LT a Al wa L% B Lo

< Is.

and coordinated approach is need
1
11

s e wmlratse A S Al For Ll mmrarmaocmesmat a ] s e dotaan o -

Lorelign markKects To idaentiiy T *ial OppPox tunities

and problems peculiar to each market, {2) decide which of
these areas warrant attention by U.S. agencies and depart-
ments, and (3) prepare U.S. country trade strategies setting
forth the commercial activities needed to seize the opportu-
nities and solve the problems considered most important.”
The report goes on to point out that GAQC recognizes that
there probably are many alternative methods to those used in
the Mexican pilot case.

The Department of Commerce agrees with these central obser-
vations and conclusions. Better planning of trade strategy
on a country-by-country basis would serve to identify in

a more systematic manner the trade opportunities and problems
in other countries. The shortcoming in U.S. export marketing
strategy identified by the report has also concerned the
Department of Commerce in the formulation of our plans and
programs in the export expansion field. We have, as the
report notes, commissioned a major study to develop new
concepts and ideas for improving our export promotion activi-
ties and to achieve a more cohe51ve, integrated and structured
systems approach to export expansion. As a consequence, we
are now putting into place a systematic and integrated plan
to develop export strategy and programs on a country-by-~
country basis. However, given the resources available for
these activities and their place in the overall system of

A
+
Executive Branch priorities, we must do so on a more selectiv

and targeted basis than the total-cauntry approach pr0posed
in the GAO Report. The latter, while more comprenens:».ve,
would imply a commitment of resources both in Washington and
at overseas posts beyond those presently available. Moreover,
the proposed approach would result in the development of a
broad range of information on export possibilities which
might be of only peripheral value to U.S. exporters--even if
a suitable delivery system and follow-up mechanism could be
created and financed--as well as a catalog of trade problems
which would not be readily susceptible to external influence.
From these observations, we would conclude that a broad gauge

~
L=
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and comprehensive country approach, while perhaps desirable,
would be very costly in terms of the direct benefit it
would vield for U.S. export and balance of payments objectives.

—————— -t “etls e P L 4kt AL G0 1Ll

We believe that the alternative developed by this Department
better fits our resources and objectives and, in fact, is
more realistic in terms of achieving the desired trade results.

Based on long experience in this field and on extensive
discussions with knowledgeable business leaders and trade
experts, it is our firm belief that the problem of export
expansion begins at home and that our basic objective in the
area of trade promotion should be to get more U.S. firms into
the export business and to get present exporters into new
markets. To initiate this process, we must first identify
those U.S. industries which are most rnmnpf'v +ive in inter-

national markets. Then we must 1dent1fy within those
industries (1) the product categories with the maximum export
A ANA A AT e ~d A\ L&\: t/-\-v\:ﬁu\'\— \4&:. &—\.,v\/i— e S I W b Ned L AAMLALE Jddibiab \'J.rv.s- -
potential in the individual importing countries and (2) the
U.8. ‘companies which manufacture products in those categories.

To round out.the plcture, the next step is to prov1de these
companies with all the market information and assistance
our resources permit to facilitate their penetration of the

target markets.

It is in the development of the information needed under
(1) above, that we need careful market research.

Were we to start with a comprehensive analysis of all products
in all overseas markets (assuming the resources were available) .
we would come up with a list of scattered products for each

country for which we would have to find U. S. manufacturers
who, hopefully, would be ﬁn'm'no'i-'u'*-‘vvm in each oproduct in each

Yraass AN P T Rk ¥ LAAS ST IS NLE Y L . TCabil paivVaKke . ads

market. We belleve that such an approach would result in a
diSSipatiOu of our limited resources and would Yiﬁld sub-

optimal results as compared with the concentrated, clearly
identified, and sharply focused approach we have developed.

Having identified our target industries, we concentrate our
resources on them. But we do not ignore the "targets of
opportunity" presented by particular situations in particular
countries. Our plans makes specific provision for these
opportunities and allocate a portion of our resources to
them.
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Our approach is summed up in our Country Commercial Programs
{(ccP) which are now in the final stages of design. For

each major trading partner of the U.S. we will be preparing
an annual CCP. These programs will be specificallv designed
for each country. They will use as their starting point the
State Department "Policy Analysis and Resource allocation"
paper which states the U.S. economic and commercial policy
vis-a-vis the country in the context of the totality of our
objectives in that country. From this statement of policy,
the CCP draws the commercial objectives to be achieved in
the country, the strategy and tactics to be pursued and the
detailed work program to be carried out to realize these
objectives. The CCP document is alsoc intended to serve as

a management tool for measuring progress against specified
Una'l«: and for 1Hnn+1{’v1nn’ regource allocations and deficiencis

The Country Commercial Program will be prepared jointly in
Washington by the Devartment of Commerce and the Department o!
State. The jointly prepared draft will then be transmitted
to the U.S. Embassy for review, concurrence or modification.
At this stage the Embassy will have the opportunity to enter
into the Program any problems and opportunities which might
have been overlocked by the Washington drafters. The Embassy
will also be able to reflect, in its proposed revisions, the
results of the totality of its knowledge of the local markets.
Only after all three parties have agreed on the draft, the
details of the export expansion and other programs to be
pursued, and the priorities to be attached to each of them,
will. the document become an agreed blueprint for action.

Using this approach we start with national objectives and end’
up with a carefully designed, individually tailored, program
of export expansion activities for each of the f1fty to sixty
major markets of the world.

We believe this approach will fully meet the trade objectives
set forth in the GAO Report. Moreover, it encompasses the
particular expertise and knowledge of Commerce, State and
the Embassies as outlined in the Report and obviates the need
for a proposed new interagency group to develOp country trade

c:-!-r:.z'l-nrnnc Thia Commerce arpproach e oennalctent wit+th +he
Lo e e R 4 b ek wd N WA LS L s e W S, uerJ— T s Vo d - At Wl d A D e D Sl VY 2. Wil il

asszgnment of export expansion responsibilities within the
Executive Branch.

In addition to the above observations, we would offer the
following brief comments. The draft is not clear in terms of
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whether its focus is broad trade strategy or more limited
export strategy. Although reference is made to the former,
most of the discussion (including the lengthy review of

the Mexican case) is directed to the latter.

In this connection, the report should make clear that the
Mexican case is probably atypical in view of that nation's
geographic proximity to the United States and the long
history of trade and commercial relations between Mexico
and the United States.

Office of the Director
Bureau of Internationgl Commerce
January 29, 1973

™~
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UNITED STATES DEPARTMENT OF AGRICULTURE
FOREIGN AGRICULTURAL SERVICE
WASHINGTON, D.C. 20250

& .

MAR 30 1973

Mr. Oye V. Stovall

Director, International Division
U.S. General Accounting Office
Washington, D. C. 20548

Dear Mr. Stovall:

We have reviewed the draft report entitled "Better Planning of U.S.
Trade Strategies Needed for Foreign Countries" with a great deal of
interest, and would like to express appreciation for the real
service GAO has provided the various government agencies involved
in export expansion.

cmie A .

This Department has long recognized the need for improved planning
and the development of comprehensive export expansion strategies.
We have made some progress in improving our total approach to
different markets, but know much more could be done. 1In discus-
sions with GAO personnel who prepared the report we pointed out
several things that we feel would result in improvement. However,
we have never had the personnel and money to actually do the
worldwide analysis necessary. With the limited resources available
we have taken a number of steps to develop such in-depth strate-
gies~-to improve both commodity export promotion and overall agency
planning. These include:

1. Testing the development of overall export expansion strategy
with selected attaches this year. A program of setting
trade policy, commodity intelligence, and export promotion
priorities has been developed for six posts, broadly repre-
sentative of all, with inputs from the field and FAS/Washingtom.
This procedure will be expanded to other posts following the
testing period.

2. Setting country strategies in the field by trade association
personnel and agricultural attaches under the joint
government/industry promotion program. Following this,
annual marketing plans are submitted to the United States,
where home offices of the trade associations and FAS
analysts review and establish priorities on a worldwide
basis for the use of available resources.
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3. Preparation of country project statements for about 25
countries in which FAS initiated promotional activities for
consumer products not covered under formal FAS/commodity
cooperator programs. Trade policy and other considerations
are taken into account in developing these country plans.

4. Frequent interagency contact at all levels in Washington on
trade policy matters, promotional approaches, exports under
government programs, and general trade strategies. Although
no formalized breoad strategy statements are issued, consider-
able coordination is inherent in the system.

5. A requirement that agricultural attaches be continually alert
for export opportunities and suggest programs to capitalize
on them, These are formalized in the country project state-
ments, if sizable.

It should be pointed out that many agricultural/trade opportunities
are ad hoc in nature--that for agricultural sales to have an impact
they must, with a few exceptions, be of a continuing nature, and that
an important share of agricultural exports is handled by trading firms
rather than producers. Thus, a great deal of the work in promoting
sales of agricultural products must consist of working with trade
interests, both in the United States and abroad, just to maintain
existing markets. FAS can do a more professional job of meeting the
planning needs related to the above factors as more resources are made
available,

This Department is concerned with the recommendation to give the State

Department power to dictate individual agemcy strategies. The Council

for International Economic Policy would seem a more logical focal point
for reviewing and coordinating individual agency strategies for export

promotion,

Again, we thank you for the time and effort that went into this report.
The new GAO approach of providing management guidance is a most note-
worthy procedural improvement.

Sinderely, N
[ 3 R
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EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

JAN 26 1973

Mr. Oye V. Stovall

Director, International Division
General Accounting Office
Washington, D.C. 20548

Dear Mr. Stovall:

The draft report "Better Planning of U.S. Trade Strategies
Needed for Foreign Countries" emphasizes the need for
concentrated analyses of commercial opportunities at

the country level and the development of country, regional,
and world-wide trade strategies. The report illustrates

a possible approach to developing such strategies by
utilizing Mexico as an example. Based on experience
gained by OMB staff during a study this past year of
commercial and economic representation abroad, we are in
general agreement with that kind of approach. It should
assist the Departments of State, Commerce, and Agriculture
in developing more effective business assistance and

trade promotion activities. The comments that follow

are consistent with and are intended to strengthen the
report's basic point that country strategies should be
developed as soon as possible.

The report describes and illustrates the proposed country
trade strategies almost entirely in terms of the identi-
fication of trade and investment opportunities (p. 4).
This alone, in our view, would result in rather limited
strategies. It would leave out such matters as tariff
policies, non-tariff barriers, and import, investment, and
foreign exchange policies of foreign ccuntries. The
report would be strengthened by indicating the importance
of addressing these matters in a strategy paper. Mexican
examples would be helpful.

We agree that the logical starting point for development
of a strategy is the embassy. This requires analyses

and efforts somewhat different from the traditional
ccmmercial work of embassies and consulates. Considerable
assistance from Washington will be needed, especially for
rarket research. Consequently, it would be preferable

tc begin in a few pilot countries, rather than requiring
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The report calls for regional and world-wide strategies
(p. 6, 13) but does not illustrate what is meant by those
terms. We tend to believe that trade strategies are most
meaningful at the country level and emphasis should be

placed there.

{3, 10

The report calls for widespread interagency participation
in developing the country strategies (pp. 6, 7, 20, 23, .4, 14,
45). We believe it most important that State, Commerce o2t
and Agriculture cooperate in developing country strategies

and that initial efforts should be limited to these three
agencies. Although credit terms are often an important
consideration in individual trade transactions, we doubt

that credit can or should be planned as part of an overall
trade strategy. Embassies should be aware of credit

facilities -~ local, American private and U.S. Governmental.
However, utilizing the Export-Import Bank in developing

country strategies (pp. 6, 45) may tend to direct embassy (5,
and Washington efforts initially to that institution

rather than relying on private banks.

We see little reason for the President’'s Special Trade
Representative, Council of International Economic Policy,
or the Office of Management and Budget to be directly
involved in the development of guidelines for preparing
or implementing or reviewing the strategies (pp. 7, 46).
In our opinion those functions are best left to the operating
agencies that have the programmatic and country knowledge

and competence. This Office need not review the country
strategies, as part of its budgetary responsibilities,

prior to their approval by the operating agencies.

[3, 21 to 2:

We agree that if a country trade strategy is to be

developed in the broader sense indicazed in the second
paragraph of this letter, the Department of State should
actively seek the cooperation of the Commerce and Agriculture
Departments. Both Commerce and Agriculture in Washington
have significant trade competence for particular countries

in their particular fields. State should make an effort
with the other two agencies to pull together a reasonably
consistent overall strategy without duplicating the

competence those agencies have.

The report indicates current embassy activities could be

better targeted, redirected or increased to implement

country strategies (pp. 4, 30, 43). The report could be 123,61,
strengthened by indicating those current commercial

activities that might be reduced or terminated in order

to free up time for the developing and implementing of

country strategies. OMB staff have found World Trade
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Directory Reports, Agent Distributor Lists, much industrial
commodity and trade opportunity reporting, as well as some
trade mission and exhibit activities, of peripheral value
in various countries. Perhaps, the GAO Mexican experience
produced similar conclusions.

We do not find the emphasis placed by the Bureau of
International Commerce on identifying American industries

with high export potential to be contradictory to the
country-strategy approach of identifyving American export
opportunities as pages 40-41 do. We agree some American  Us7)
products may be competitive in some countries but not in
others, but the information developed in either approach

is apt to be complementary and helpful in the development

of a country strategy.

We believe it more accurate to state that the merchandise
trade surplus has been a very important component, rather
than "the key component in the U.S. balance-of-payment
equation, which has enabled the United States to finance
its large international military and economic programs"
(p. 8).

We doubt that whether the United States can improve its
commercial performance in Mexico is necessarily as widely
indicative as the statement on page 21 states. One could !=2
just as well oversimplify by stating that nearness,
long-standing commercial relations, and large American
company investments mean that if we cannot improve in

Mexico, we can improve nowhere.

(53

The comments above are made in appreciation of the effort
and ideas your staff have advanced.

)

Jame . FYey
- Chief
Internatignal Programs Division

GAO note: Numbers in brackets refer to pages in final report.
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- PRINCIPAL OFFICIALS OF
DEPARTMENTS OF STATE, COMMERCE, AND AGRICULTURE

RESPONSIBLE FOR- ADMINISTERING- ACTIVITIES

DISCUSSED IN THIS REPORT

' 'fenﬁre5of office

-

From To
'DEPARTMENT OF STATE
SECRETARY OF STATE:
Henry A. Kissinger Sept. 1973 Present
William P. Rogers Jan. 1969 Sept. 1973
Dean Rusk Jan. 1961 Jan. 1969
UNDER SECRETARY FOR
ECONOMIC- AFFAIRS:
William J. Casey Feb., 1973 Present
Vacant May 1972 Feb. 1973
Nathaniel Samuels Apr. 1969 May 1972
DEPARTMENT OF COMMERCE
SECRETARY OF COMMERCE:
Frederick B. Dent Feb. 1973 Present
Peter G. Peterson Feb. 1972 Jan. 1973
Maurice H. Stans Jan. 1969 Feb. 1972
ASSISTANT SECRETARY FOR DOMESTIC
AND INTERNATIONAL BUSINESS:
Tilton H. Dobbin June 1973  Present
Lawrence A. Fox (acting) Jan. 1973 June 1973
Andrew E. Gibson July 1972 Dec. 1972
Lawrence A. Fox (acting) June 1972 July 1972
Harold B. Scott Oct. 1971 June 1972
William R. MclLellan Sept. 1970 Aug. 1971
Kenneth N. Davis, Jr. Mar. 1969 July 1970
DEPUTY ASSISTANT SECRETARY AND DI-
RECTOR, BUREAU OF INTERNATIONAL
COMMERCE:
Marinus van Gessel Apr. 1972 Present
Robert P. Beshar Oct. 1971 Apr. 1972
Harold B. Scott May 1969 Oct. 1971



APPENDIX VII

Tenure of office

v T
ITom . 10

DEPARTMENT OF AGRICULTURE

SECRETARY OF AGRICULTURE:
Earl L. But:z Dec. 1971 Present

Clifford M. Hardin Jan. 1969 Nov., 1971

ADMINISTRATOR OF THE FOREIGN
AGRICULTURAL SERVICE: _ , :
David L. Hume -Sept. 1973 Present
Raymond A. Ioanes Apr. 1962 Aug. 1973
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