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o The result would be to cut down on excessive litigation and the cost of doing
business in the U.S. It would also lessen disincentives to develop new
products and other innovations.

o S. 640, if passed, would supersede state laws in areas the bill addresses, thus
adding consistency to the U.S. product liability system. Moreover, the bill is
non-discriminatory, as it would treat equally all plaintiffs and defendants
subject to the jurisdiction of the United States. For example, the bar on joint
liability for non-eeonomic damages, the standard for the award for punitive
damages, and the expedited claims settlement procedures, among others, apply
to all plaintiffs and defendants that are subject to the bill's requirements.

o The Federal government published the 1979 Model-Integrated Bill to serve as
a guide for states to follow in reforming their product liability laws. This
model bill does not mandate states to adopt new procedures; it instead puts
forth the suggestions for states to streamline and improve upon the tort
procedures governing these laws.

o All states have in force their own product liability laws and procedures;
however, since manufacturers and retailers operate on an interstate basis, the
Administration endorses Federal legislation that brings some uniformity to the
laws.

o The pending Product Liability Fairness Act will incorporate some of the
fundamental concepts introduced in the 1979 Model Integrated Bill. The
Administration will work to fulfill the 1979 Model-Integrated Bill's objectives
of eliminating the burden of excessive product liability and increasing U.S.
competitiveness.

National Energy Strategy (NES)

Energy cost, availability, and efficient utilization are key factors in determining the
competitiveness of U.S. business. While the U.S. is, relatively speaking, blessed in the
availability of domestic energy resources and the efficiency of its energy markets, a growing
proportion of its energy needs are being met through imports and a number of impediments
remain in the way of attaining maximum energy efficiency.

In early 1991 President Bush proposed to the Congress a National Energy Strategy
(NES) designed to reduce the range of institutional and regulatory barriers hindering the best
use of the nation's energy resources. With increased dependency on imported oil, the
objective is to become less vulnerable to major shifts in the supply or price of oil without
incurring unacceptable social costs or interfering with economic performance. The NES
addresses these issues with proposals to:
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o Enhance greater efficiency and competition throughout the energy sector;

o Expand fuel and technology choices;

o Improve research, development, and educational efforts; and

o Expand the United States' leadership in shaping world responses to energy and
related environmental issues.

In the 14 months since the NBS was announced by the President, the Administration
has implemented more than 90 of the NBS-specific initiatives not requiring statutory action
and has sent to the Congress legislation to implement the initiatives requiring a change in the
law or new law. Both houses of Congress have now passed comprehensive energy bills.
The Senate passed legislation which effectively meets the President's requirements and the
Administration is currently working with the Congress to produce a bill in the House/Senate
conference acceptable to the House of Representatives as well.

Examples of some of the actions the NBS has engendered to date include:

o Increasing efficiency in electricity generation and use by allowing builders of
power plants to own and operate facilities in more than one area;

o Increasing commercial and residential energy efficiency through expanded
research and development, and more immediate activities such as identifying
public housing projects where significant savings can be achieved;

o Increasing industrial energy efficiency through expanded energy use audit
programs and examination of regulatory policies;

o Increasing transportation energy efficiency by accelerating scrappage of older
cars and developing advanced technologies; and

o Encouraging the use of alternative transportation fuels such as natural gas and
electricity in vehicles; and

,
o Facilitating environmentally responsible development of potentially major

sources of domestic oil and gas production.

Health Care Reform

The U.S. health care system is in need of reform. In February, 1992, the President's
commitment to dealing with the problem was expressed in his proposed blueprint for
comprehensive health care reform. The proposal included provisions for addressing
insurance market reforms, universal access, cost containment, administrative cost reforms,
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and improved consumer information. Reform in this area is crucial to controlling medical
costs and protecting the competitiveness of U.S. firms.

The major components of the President's health insurance market reform proposal
are:

o Employer-sponsored health insurance coverage will be guaranteed renewable,
and pre-existing condition limits will be eliminated. Thus, workers would be
able to change jobs without fear of losing their insurance coverage, increasing
the efficiency of labor markets.

o Insurers will participate in broad risk-pooling arrangements in order to assist
in spreading health risks across insurers, allowing more uniform insurance
premium rates.

o Small companies will be able to pool their insurance purchasing power, giving
them some of the same advantages as large employers.

o Malpractice insurance reform will reduce costs by lowering premiums and
decreasing the need for unnecessary "defensive" tests.

o A streamlined administrative system will lower overhead costs.

A health care reform bill that embodies these principles has been introduced in
Congress and was endorsed by the President on July 2. This bill will advance the realization
of the goals set out in the President's February 1992 blueprint.

Two fundamental problems plague the U. S. health care system, a rapid growth in
health care expenditures and the lack of universal health insurance coverage (about 15% of
the population is not covered). The President's plan is intended to address these problems by
building on the strengths of the existing market-oriented system.

The Administration's reform program is one of several approaches under
consideration by the Congress. Our expectation is that the President's approach will
ultimately form the basis for reform and result in significant cost reductions in the U.S.
health care system. The Administration will make best efforts to develop a national
consensus around this approach so that reform will be in place and substantial cost saving
will be achieved as soon as possible.
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Civil Justice Reform

o The American system of civil justice is one of the cornerstones of our free and
democratic society. This system protects the individual's rights to life, liberty
and property by providing all citizens an opportunity to be heard in an
impartial court of law.

o The Administration is committed to protecting and enhancing every citizen's
access to the courts by reducing the costs and delays in our legal system.
Litigation expenses -- both time and money -- are transaction costs that
ultimately are passed on to consumers. A legal system with unnecessarily high
costs also affects the competitiveness of American firms in the global
marketplace.

o Based on studies by the President's Council on Competitiveness, chaired by
Vice President Quayle, the Administration has published a report, A~enda for
Civil Justice Reform in America. Civil justice reform is one of five key ways
that the Administration has proposed to keep the country forward-looking and
future-oriented.

o Effective reform will require action on many levels: federal legislation,
executive branch action, federal rules changes, and model state law packages.
The Administration is in the process of implementing its reform package.

o On October 23, 1991, the President issued Executive Order 12778, which put
the United States Government itself in the lead in implementing civil justice
reform. The Executive Order directs all Federal agencies to implement
unilaterally a number of specific reforms to streamline civil litigation initiated
by the U.S. Government.

o On February 4, 1992, the Administration transmitted to Congress the"Access
to Justice Act of 1992." The Act, which is currently pending in the House
and Senate, would

provide alternatives to litigation through a multi-door courthouse plan;

require losing parties to pay legal fees in federal court diversity cases;

encourage pre-trial settlements by requiring pre-complaint notice; and

promote swifter case handling by encouraging better case and docket
management.
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o The Administration intends to work toward obtaining enactment of this
legislation at the earliest possible time. High level officials of the
Administration, including the Solicitor General, have briefed Congressional
staff on the need for civil justice reform. The Administration has also
encouraged the relevant Congressional committees, through the sponsors of the
legislation, to hold hearings on the bill during this session of Congress. The
Administration will continue to work to encourage consideration of the
legislation during this Congressional session.

o The Administration has also proposed changes in the Federal Rules of Civil
Procedure, Federal Rules of Evidence and the Federal Rules of Appellate
Procedure that will address discovery abuse, expert evidence reform,
encouragement of settlement alternatives and strengthened sanctions against
frivolous lawsuits. These proposals are currently before the Judicial
Conference and its relevant committees.

o On June 17-19, 1992, the Standing Committee to the Judicial Conference met
and approved several of the amendments to the Federal Rules of Civil
Procedure supported by the Administration that were proposed by the Advisory
Committee on Civil Rules. At that time, the Standing Committee forwarded a
set of rule changes to the Judicial Conference for review. The Judicial
Conference is scheduled to meet in September 1992 and, to the extent that it
recommends the rule changes, it will forward them to the United States
Supreme Court, for approval. Any rule changes approved by the Supreme
Court and forwarded to the Congress by May 1, 1993 will become effective
December 1, 1993 unless the Congress affirmatively disapproves or amends
them.

o The Administration, through its participation on the relevant committees of the
Judicial Conference, has encouraged, and will continue to encourage, adoption
of its proposed rule changes. It expects that by May 1, 1993 Federal Rules
changes will be submitted to Congress for consideration.

o In an effort to encourage civil justice reform at the state level, Vice President
Quayle on February 13, 1992 presented the Civil Justice Reform Model State
Amendments. These Amendments, which include both model legislation and
model rules of procedure and evidence, implement the recommendations of the
Council on Competitiveness with respect to litigation under state law.
Particularly noteworthy is the Model State Punitive Damages Act, also
released on February 13, '1992, which presents a six-part proposal for punitive
damages reform at the state level.

o The Administration is actively assisting the states in their consideration of
possible adoption of these model amendments. For example, the
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Administration has distributed thousands of copies of the Model State
Amendments and the Model State Punitive Damages Act to state legislators in
every state of the country. In addition, the Vice President has held roundtable
discussions on civil justice reform with leaders in more than 20 states, and
expects to hold similar discussions in several other states.

o These efforts are beginning to bear fruit. The model amendments have been
introduced as bills in the legislatures of more than 20 states. The
Administration will continue its efforts in order to promote prompt action on
its civil justice reform initiative at the state level.

o In the area of alternative dispute resolution (ADR) mechanisms, the
Administration has long been in the forefront of efforts to improve ADR
techniques. The Administrative Dispute Resolution Act, enacted in 1990,
provides for the encouragement of ADR use in the administrative processes of
federal agencies. It also makes it easier for agencies to settle claims under the
Federal Tort Claims Act. The Attorney General has quadrupled the settlement
authority of agencies with established track records of resolving claims and has
promulgated new regulations to encourage ADR in federal tort claim litigation.
The President's October 23, 1991 Executive Order directed the Executive
Branch to use of ADR where appropriate. In this regard, extensive training
seminars featuring ADR utilization have been conducted by federal officials.

o The Administration will continue to promote the use of alternative dispute
resolutions mechanisms, including through its efforts to encourage adoption of
the Access to Justice Act of 1992, which would facilitate ADR through multi­
door courthouse programs.

o The Administration's civil justice reform package is intended to help ensure
that deserving victims actually receive their compensation earlier and with less
expense, and yet will not impair any substantive legal rights.

o The Administration is firmly committed to pursuing civil justice reform and
intends to continue its efforts to improve the competitiveness of American
firms through adoption of its legislative, administrative, judicial and state-level
proposals.

Foreign Direct Investment

o The U.S. reaffirms its policy of free and open foreign direct investment among
nations as contained in the President's statement of December 1991, and will
continue to implement the Exon-Florio legislation in a manner consistent with
that policy.
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ill. Corporate Behavior

The Administration continues to pursue policies to encourage managers to take
decisions that will benefit their companies in the long-term thereby making them more
competitive.

III. A Lone-term Outlook

o As part of the USG's ongoing efforts to promote U.S. competitiveness and to
facilitate lower capital costs in the U.S., the Treasury Department reviewed
factors affecting the U.S. corporate sector's investment horizons. Improving
the relationship between managers and shareholders could reduce equity capital
costs, thereby strengthening competitiveness.

o In order to increase overall U.S. competitiveness, the board of directors should
be strengthened by making management more accountable to the board and by
making the board more accountable to shareholders.

o Treasury officials have advocated several specific suggestions made by private
sector managers. They include:

strengthening boards of directors by limiting membership in
nomination, compensation and audit committees to non-management
directors.

establishing executive compensation plans which are directly tied to
long-term company performance.

Reform of Quarterly Reporting System

o In the process of conducting its review of financial competitiveness, the
Treasury also undertook a review of proposals to modify current quarterly
reporting requirements. As an ongoing activity, Treasury undertakes to
continue to review current research in this area.

o The Administration favors current U.S. law which requires the prompt
reporting to investors of material information. Quarterly reporting serves
investors by requiring timely and regular reports on corporate performance.
Timely and accurate disclosure contributes to fair and credible markets,
thereby improving efficiency and liquidity. The U.S. investment community
has expressed opposition to curtailing quarterly reporting practices.

o The Competitiveness Policy Council is a 12-member federal advisory
committee created by the Omnibus Trade and Competitiveness Act of 1990.
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The legislation stated that the purpose of the Council is "to develop
recommendations for national strategies and on specific policies intended to
enhance the productivity and international competitiveness of United States
industries. "

The Council has identified corporate governance and financial markets as one
priority area they intend to address. The Council believes that one national
objective should be to create an environment of economic and policy stability
within which managers can do what many of them already want to do -­
manage the corporation for long-term growth.

The Council has recently established a subcommittee on Corporate Governance
that will study the following issues:

the degree to which long-term performance is the shared goal of both
corporate managers and shareholder-owners;

the degree of management's accountability to owners;

the impact of the "short-term" signals sent by the trading practices of
institutional investors and management's reaction to them;

the desirability of dampening current rapid stock turnover patterns;

the degree to which management's goals of creating shareholder value,
creating corporate wealth and advancing the interests of stakeholders
(including workers, suppliers and communities) conflict or harmonize
with each other, and the preference for one over the other.

o The U.S. Government will report on the subcommittee's report, scheduled for
submission to the President and Congress by January 1993, at the next SII.

o The SEC has conducted a review of the proxy voting system. This review was
in part designed to examine ways to strengthen the accountability of
management to shareholders through the proxy system, and encourage a long­
term outlook.

The SEC's most recent proposals, announced on June 23, 1992, directly
address the long-term issue. These proposals provide shareholders with more
disclosure and easier communication to hold boards of directors more
accountable to shareholder interests. The purpose of the rule changes is to
facilitate effective shareholder communication and participation in the
corporate governance process by removing unnecessary regulatory barriers;
and to reduce the costs of complying with the proxy rules.
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Also, under the proposed rule change, total shareholder return through
stock price appreciation and dividends would be required to be shown
for a 5-year period in a new graph. The graph would compare this
performance to the performance of two separate indices -- the S&P 500
and a separate index comprised of a group of peer companies. This
would allow shareholders to measure relative corporate performance.
More extensive disclosure will encourage more informed voting and
management accountability.

o The Department of Labor (DOL), which oversees the regulation of private
pension funds, is taking steps to ensure plan fiduciaries are properly voting
their shares. Steps include:

DOL has initiated a project focused on the proxy voting procedures of
bank trustees following on its earlier letter which articulated the
responsibilities of various fiduciaries of pension plans with respect to
voting of proxies.

DOL developed a proposal to amend "ERISA" to provide for better
disclosure by plan fiduciaries with respect to proxy voting. This
amendment was included in Department of Labor's enforcement
legislation which was introduced at the end of 1990 and which is
anticipated to be reintroduced this session.

o The private sector is doing a great deal to strengthen management
accountability to its shareholders.

The main impetus is coming from institutional investors, particularly
public pension plans. The primary focus of these investors is to
strengthen management accountability to the board of directors and to
increase the board of director accountability to shareholders.

In the current proxy season, a number of shareholder resolutions are
calling for a majority of independent outside directors or for the
establishment of nominating committees composed of independent
directors.

o The Administration has worked to promote a greater long-term outlook by
corporate managers through the Financing Technology Roundtables (FTR) held
last year. The purpose of the FTRs was to examine ways in which the
government and private sector can work together to facilitate a lower cost of
capital and to facilitate long-term funding for U.S. technology.
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The Financing Technology Roundtables (FTR) consisted of three
meetings held during 1991 in the United States hosted by the
Department of the Treasury and the Department of Commerce.
The attendees included government officials, executives of
high-tech companies, managers of pension and mutual funds,
venture capitalists, bankers, accountants, and members of the
academic community. The goal of the meetings was to facilitate
discussion and generate ideas through which the government and
private sector could remove impediments to lowering the cost of
capital and obtaining financing for US technology companies.

In April 1992 a report was released outlining the findings of the
meetings. The participants developed ideas and lists of possible
actions, although opinions differed on the issues and the merits of
various actions. Thus the report is a summary of the various
participants' views and is not an empirical study with specific
recommendations founded on factual data which could serve as the
foundation for an action plan.

The Financing Technology Roundtable sessions consisted of intensive
discussion by participants on numerous issues. These included whether
U.S. capital markets provide adequate funds for long term investments
in technology needed by U.S. companies to meet global competition; an
overview of the different participants in technology financing, and the
changing roles of these participants; how financing issues will differ
depending on the type and stage of the company -- start-up, small
company, large company, family-owned or public. The participants did
not reach a consensus on any of the issues discussed. The usa
believes that the roundtables have served their purpose of facilitating
discussions on these complex issues which would not have occurred
without the formalized roundtables.

As a result of the Financing Technology Roundtables, a number of
additional actions have been initiated:

The Department of Commerce has printed its report
summarizing the Financing Technology Roundtable discussions
and has made it widely available.
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The Departments of Energy, Commerce, Transportation and
NASA along with other agencies like EPA and NIH are
conducting a series of regional meetings as part of the
Administration's National Technology Initiative. Meetings have
been held in Boston, Austin, and Orlando, and nine others are
planned.

Each of these regional meetings has a plenary session and a
workshop on partnerships for long-term investment and
financing technology. Local and national leaders participate in
these programs, which are intended to show how U.S.
companies are responding to the financial challenges of
commercializing technology.

ID.B Cost of Capital

o The Treasury completed its review of the factors affecting the cost of capital.
The findings of this review have been made public through speeches given by
senior Treasury Department officials.

o The Administration has taken the following measures to facilitate lower capital
costs:

Increase Saving. To increase saving, the President has proposed
flexible Individual Retirement Accounts (FIRAs) for lower and middle
income taxpayers. The Administration would also promote retirement
saving through a series of measures designed to encourage employers to
sponsor retirement plans and simplify the taxation of pension
distributions.

Increase U,S, Total Saving by Reducing Federal Dissaving, The
Administration is continuing to adhere to the Omnibus Budget and
Reconciliation Act of 1990 to reduce the Federal budget deficit.

Reduce the Capital Gains Tax. The President in his FY93 budget again
has proposed excluding a percentage of the capital gain realized when a
long-term asset is sold. Assets held three years would be entitled to a
45 percent exclusion, assets held 2-3 years would get a 30 percent
exclusion and assets held 1-2 years would receive a 15 percent
exclusion.
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Financial Institutions Reform. The Treasury Department completed its
study of deposit insurance and has proposed comprehensive legislation
aimed at reforming and improving the competitiveness of the existing
U.S. banking system.

Initiatine Convergence in International Accountine and Disclosure
Standards. The Securities and Exchange Commission has begun a
project to examine ways in which international accounting standards
might be developed which would provide for more efficient cross­
border allocation of capital. The SEC has initiated discussions with
various jurisdictions to develop systems for mutual acceptance of
disclosure documents prepared according to regulations of an issuer's
home country. Such discussions resulted in the implementation of a
multi-jurisdictional disclosure system (MDJS) with Canadian regulatory
authorities in the summer of 1991.

Harmonizine State and Federal Regulations. The SEC is reviewing
ways to improve harmonization between state and Federal regulations.
Such harmonization would reduce capital market inefficiencies within
the U.S. by reducing filing and registration costs. Specifically:

The SEC has worked with the states to develop a uniform form
for registration.

The SEC is working with the Congress to develop and
implement a one-stop filing system that would permit an adviser
to make one filing at one location which would then
automatically go to the SEC and the states in which the advisor
wishes to register. Legislation is expected shortly.

New Commitments

Executive Compensation

The Administration is opposed to any direct government intervention in setting pay,
and believes pay should be set by market forces. Recently, there have been developments in
executive compensation reforms in a number of leading U.S. companies.

The Securities Exchange Commission (SEC) has recently announced significant
regulatory initiatives designed to allow shareholders of publicly held corporations to become
better informed on executive compensation matters, and to make their views on such matters
known to boards of directors.
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Reform 1: Allow Non-binding Shareholder Resolutions on Corporate Pay.

The SEC altered its interpretation of "ordinary business" to allow non­
binding shareholder resolutions regarding executive compensation to be
included in the company's proxy statement. This change is effective
immediately and affects this year's proxy proposals.

By allowing shareholders to voice their opinions in this area, there will
be enhanced accountability in the corporate governance system.

The full effect of the SEC rule change will not be seen until next year's
proxy season because the changes were implemented too late in the
1992 proxy season to affect the majority of US publicly held
corporations. However, ten companies faced shareholder proposals on
executive compensation in 1992 because of the SEC rule change.

Reform 2: Disclosure

The SEC has proposed to clarify and simplify the disclosure of
executive compensation. New rules would require companies to
disclose options in a more understandable form. By increasing
disclosure standards, the SEC is allowing shareholders to judge for
themselves whether such compensation is reasonable. Under the
current rules, it is difficult for shareholders to tell how much an
executive is being paid. This in tum makes it difficult for the market
to impose adequate discipline.

More specifically, under the SEC's June 1992 proposed rule changes,
the compensation committee of a company's board would be required to
report and present the specific factors on which the executives'
compensation was based. The report would also describe how
compensation packages are related to company performance. This
report would be presented in the proxy statement signed by the
members of the compensation committee.
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IV. Government Regulation

Great strides have been made since the last report to liberalize national security export
controls. Multilateral and bilateral agreements reached in 1991 to streamline export controls
will enhance significantly the competitiveness of U.S. high technology industry sectors
without impairing U.S. national security. The liberalization of export controls achieved since
the May 22, 1991, First Annual SII Report are 'the most dramatic since the 1949 creation of
the Coordinating Committee for Multilateral Export Controls (COCOM). To strengthen the
competitiveness of firms, the Administration has taken several actions to reduce the
regulatory burden on the private sector.

IV.A National Security Export Deregulation

o The May 23, 1991, COCOM liberalization agreements, which were
implemented in the U.S. on September 1, 1991, resulted in a 50 percent
reduction in export controls to a "Core List" of dual use goods and
technologies necessary to safeguard U.S. and allied security. These initiatives
further broaden the reductions in multilateral export controls on high
technology items (i.e., machine tools, computers, and telecommunications) to
COCOM-proscribed countries.

o The U.S. and Japan signed a Supercomputer Control Regime Agreement in
June 1991, that leaves virtually no distinction between exporting personal
computers and supercomputers to Japan. (Commerce is now reviewing the
possibility of eliminating prior written USG approval for exports of
supercomputers to other COCOM-member countries who became
supercomputer Regime rnembers.)

o Pursuant to the President's November 1990 directive to eliminate all dual-use
export licenses that are currently required under Section 5 of the Export
Administration Act to COCOM-member countries, Commerce published
regulations updating General License COCOM Trade (GCT) on May 1, 1992.
This substantially reduced the few remaining export controls existing for
export from the United States to Japan to include only cryptographic
equipment, night vision, high speed cameras, flash x-ray systems, and items
on the missile technology annex.

o The Commerce Department expanded GCT on May 21, 1991, to add exports
to Austria, Finland, Ireland, and Switzerland, on October 16, 1991, to add
Sweden, and on May 5, 1992, to add Hong Kong and New Zealand because of
these countries' demonstrated ability to safeguard strategic goods and
technology.
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IV.B Progress on Removing National Security Reexport Controls

o Regulations liberalizing reexport controls were published on May 1, 1992.
These substantially reduced the few remaining controls existing for reexports
of U.S.-origin items from Japan to other countries. This allows reexports of
all items eligible for General License GCT, but does not include reexports to
countries of proliferation concern.

IV.C Progress on Import Liberalization

Steel Trade

o The steel Voluntary Restraint Agreements (VRAs) were terminated on March
31, 1992, as scheduled.

o The U.S. has been and will continue to focus on developing an international
consensus to end government supported distortive and unfair practices in steel.
The MSA stalled in late March due to the lack of agreement in "greenlighted"
subsidies, antidumping consultations provisions, and issues relating to
"waivers" from MSA provisions. During the U.S. and Japan bilateral
consultations on the MSA, we have discussed ways of restarting the talks,
without compromising our position that any MSA must yield a truly "GATI­
plus" agreement.

The USG is focusing its efforts on developing this consensus, known as
the multilateral steel agreement or "MSA."

Both the U.S. and Japan are participating in MSA negotiations. U.S.
and Japanese officials have met several times over the past months to
discuss outstanding issues. The proposed MSA is based on disciplines
contained in the bilateral consensus agreements (BCAs) negotiated in
1989 and currently in effect with certain of the United States' steel
trading partners.

o U.S. authority to enforce the VRAs under the Trade and Tariff Act of 1984,
as amended, was contingent on a positive determination by the President that
major steel companies had committed substantially all of their net cash flow
from steel product operations to reinvestment and modernization.

For the period from October 1, 1990 to May 31, 1991, the
International Trade Commission determined collective expenditures on
steel plant and equipment exceeded net cash flow from steel operations.
The ITC also forecasted such expenditures would continue to exceed
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net cash flow for the remaining months of the 12-month period ending
September 30, 1991.

The U.S. steel industry has undertaken major efforts to improve its
competitiveness. For example, current programs to install continuous
casters should raise the U.S. percentage of steel cast by this method to
over 80 percent by 1995. Man-hours per ton of steel produced in the
United States are among the lowest in the world.

Machine Tool Voluntary Restraint Agreements

o The U.S. and Japan have reached an agreement to phase out Japan's voluntary
restraint of machine tool exports to the United States during the two years
ending December, 1993.

o Upon announcing his decision to negotiate a progressive removal of the
machine tool VRA, President Bush announced a number of domestic policy
initiatives for the U.S. machine tool industry. These include:

The Secretaries of Commerce and Defense shall continue to implement
the Domestic Action Plan of programs to support the revitalization of
the U.S. machine tool industry, including support of the National
Center for Manufacturing Sciences and DOD's Manufacturing
Technology Research and Development Program.

The Secretary of Commerce, as chairman of the Cabinet-level Trade
Promotion Coordinating Committee, shall give special focus to ways to
promote machine tool exports.

U.S. export control regulations shall be reviewed to ensure restrictions
on machine tools are kept to the minimum consistent with national
security.

The Secretary of Labor shall help the machine tool industry improve
technical training, human resource management, and the utilization of
new and emerging technologies.

The Secretaries of Commerce and Energy shall examine which research
and development efforts in the national laboratories could benefit the
domestic machine tool industry and will recommend appropriate
investment and technology transfer to realize such benefit.
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IV.D. Trade Laws and H.R. 5100

In accordance with the Administration's goal to open markets and expand trade, the U.S.
Government will continue to fairly, objectively, and vigorously implement U.S. trade laws
consistent with its GAIT obligations.

As stated by Ambassador Hills in her testimony on the content of H.R. 5100 on May 14,
1992, "... however well intentioned the Trade Expansion Act may be, the effect could well
be trade contraction. The bill contains many provisions that threaten to close markets, not
open them. Such legislation could be particularly destructive at a time when the U.S.
economy and job creation are enjoying sustained support from strong export growth."

New Commitments

IV.E. Rewlatory Burden

On January 29, 1992 the President initiated a 90-day period of regulatory review,
which, owing to its success, has been extended for four months (through August 29, 1992).
Inefficient or unnecessary regulation hampers the competitiveness of U.S. business by raising
costs and impeding the development and utilization of advanced technologies. Substantial .
reduction of the regulatory burden is being achieved without compromising public safety or
health through a careful review of each regulation's cost effectiveness.

As a part of this review each agency, to the extent permitted by law, is to refrain
from proposing or issuing new regulations and programs which retard economic growth.

o Under the auspices of the Council on Competitiveness, the heads of the major
Federal regulatory agencies review regulations and programs hindering
economic growth. They also identify and accelerate actions to reduce the
burden of existing regulations. Each regulation is reviewed to determine
whether it satisfies five requirements.

The expected benefits to society should clearly outweigh the costs.

The regulation should be fashioned to maximize the net benefits to
society.

To the maximum extent possible, the regulation should rely upon
performance standards instead of command-and-control requirements.

Market mechanisms should be relied upon to the maximum extent
possible.
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The regulation should provide clarity and certainty to the regulated
community and be designed to avoid litigation.

o As a result of this review, the Administration has already taken specific steps
to remove regulatory roadblocks to growth. Some examples are:

Under a new policy developed by the President's Council on
Competitiveness, federal regulators will exercise oversight over the use
of biotechnology processes only when a specific product poses an
unreasonable risk. With the help of this new policy the U.S.
biotechnology industry is expected to grow from a $4 billion to a $50
billion a year industry by the year 2000.

Financing costs, a significant part of the price of almost all goods and
services, have been reduced by an agreement among the four agencies
regulating banks and thrifts to apply uniform supervision policies and
procedures. Further, EPA has clarified that lenders are not ordinarily
liable for environmental damage done by their borrowers, removing a
significant barrier to lending.

The Department of Agriculture has announced a number of actions to
reduce labelling costs. Exemptions will be implemented to provide
flexibility for small businesses, and the transition costs of new labelling
standards will be eased by extending the implementation period by one
year;

The Administration has developed several innovative, market-based
approaches to reduce the costs of meeting environmental goals. These
include the use of emission reduction credits for removing high­
polluting vehicles from the road, expediting the creation of futures
contracts in emission reduction credits, and eliminating a requirement
for "onboard refueling vapor recovery systems" for new cars;

The Interstate Commerce Commission and the Federal Maritime
Commission have trimmed complex regulations which needlessly
increase the cost of truck, rail and ocean transportation.

The Securities and Exchange Commission proposed a regulation to
increase from $500,000 to $1 million the amount a small business can
raise through stock offerings without registering with federal
authorities. Also, the SEC made it possible for thousands of small
businesses to use streamlined registration forms, saving more than $180
million on accounting and legal fees.
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v. Research and Development

The first Annual Report on the SII described several initiatives proposed by the
Administration that would promote U.S. research and development through both public and
private sector efforts. Substantial progress has been made with each of these initiatives since
the publication of the report.

V.A Federally-supported Research and Development

o Federal support enacted for the conduct of research and development (R&D) in
FY 1992 will increase by $8 billion, to approximately $74.5 billion.

Support for civilian R&D will increase by 7 percent, to more than $28
billion.

Support for defense-related R&D will decrease by 13 percent, to
approximately $42.7 billion.

Spending on Federal civil space activities will increase by 6 percent.

o The President's FY 1993 budget calls for a nearly $2 billion increase in
Federal funding for research and development, to a record high of more than
$76.5 billion. Under the President's plan, support for civilian R&D would
increase by over 7 percent and defense-related R&D would increase by 1
percent. The share of defense R&D in total Federal support for R&D would
decline from 60.0 percent to 58.7 percent in FY 1993 and the share of civilian
R&D would increase from 40.0 percent to 41.3 percent.

o A 13 percent proposed increase for Federal civil space activities includes an 11
percent increase for space station development, and a 24 percent increase for
the global climate change research program.

o Part of the $2 billion proposed expansion in funding for Federal R&D would
be devoted to a 21 percent increase for the National Science Foundation. The
Administration remains committed to doubling the NSF budget by 1994.

V.B Support for Private Research and Development

Industry is the largest supporter of R&D in the United States, providing slightly over
50 percent of total national outlays on R&D. Private research and development will be
bolstered by lowering the cost of capital by making permanent the R&E tax credit and by
reducing regulatory and legal barriers to investment.
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o The use of tax credits stimulates R&D, but it is a near-term revenue loser to
the Treasury. In the longer-term those losses may be offset by the revenues
from taxes on profits and income derived from new products and processes
stimulated by the credit.

o The President's FY 1993 budget again proposes a permanent extension of the
research and experimentation tax credit and an 18 month extension of the
allocation rules.

o The Congress accepted the Administration's objections to the foreign
participation provisions in Title II of the American Technology Preeminence
Act of 1991. The Act does not restrict foreign participation in the U. S.
market. It requires both foreign and domestic firms' participation be in the
interest of the United States, as evidenced by R&D, manufacturing, and
significant employment in the U.S., and agreement to future commercial
application of resulting technology. In addition, the Act contains important
safeguards for U.S. investors overseas, by ensuring foreign governments
provide national treatment to U.S. investors in their home markets and
adequate protection of their intellectual property rights.

v.c Adoption of the Metric System

o Beginning fiscal year 1993, Federal departments and agencies must use the
metric system of units in procurements, grants, and other business-related
activities, except where it is impractical to do so or significant inefficiencies or
loss of markets by U. S. firms will occur.

o The Department of Commerce is working with different industry sectors to
develop timetables for adoption of the metric system of units. One example is
the metric design and engineering of all commercial government buildings.
The goal is for all Federal commercial construction to be in metric units by
1994.

o Federal agencies are cooperating in the formation of an ad hoc committee to
work with industry, to develop information, and to set timetables for a
transition of government paper and printing to metric sizes. The
Congressional Joint Committee on Printing is expected to require that the
Government Printing Office use the metric system of units in all of its
documents.

o Federal agencies put metric transition plans into effect November 30, 1991, as
mandated by the President's July 25, 1991, Executive Order 12770 "Metric
Usage in Federal Government Programs." Commerce has also established
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metric system of units transition guidance for Federal agencies. The Order
designated the Secretary of Commerce as the coordinator of the government's
units. According to the Order, Federal agencies will report to the Secretary
on their metrication progress and give recommendations to overcome transition
problems and barriers by June 30, 1992. The Secretary will use this
information for a special report due to the President on October 1, 1992.

o As part of their FY93 budget submissions, Federal agencies reported on
actions taken during the previous fiscal year to implement the metric system of
units.

o Progress on the transition to metrication is being made at all levels of
government. The National Council on State Metrication met on July 19, 1991
to discuss Federal metric grants to states, the states' metric transition public
awareness campaigns, and state metric procurement policy.

o The Commerce Department is developing plans to survey industry on its
progress on making the transition to metric.

o The Federal government's own imminent transition to metric units will serve
as an important catalyst for U.S. firms to begin metric usage and to enhance
already existing metric programs.

o Companies bidding on Federal procurements and grants will have to change to
the metric system to the extent feasible, or, alternatively, risk being precluded
from bidding beginning September 30, 1992. At the same time, Federal
procurements, grants, and all business-related activities are required to be in
metric, to the extent such use is practical and does not cause significant
inefficiencies or loss of markets to United States firms.

o The Department of Commerce will work even more closely with industry this
year to heighten its awareness of the benefits of the metric system.

o The President's Export Council (PEC), a leading U.S. private sector
Commerce advisory committee, endorsed the Federal government's efforts to
convert to the metric system and has strongly urged industry to adopt the
system. The PEe issued a formal statement in this regard during the week of
March 29, 1992.

o Moreover, U.S. exporters are taking the initiative to make the conversion to
metric more and more as they become increasingly aware they must use metric
units to effectively compete overseas.
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Examples of the Commerce Department's Efforts on Metric System

o To enhance Federal efforts, the Commerce Department held its first annual
"Metric Awareness Week," from October 6-12, 1991, to highlight that the
government's transition to the metric system of units is well underway. Also
within Commerce during "Metric Awareness Week," "Metric is Coming"
posters were distributed and displayed in government buildings nationwide.
Additionally, the National Oceanic and Atmospheric Administration (NOAA)
publicized its imminent transition to metric by distributing its poster "NOAA
Goes Metric" to 1,000 nautical chart distribution offices, yacht clubs, ship
chandlery shops, and other appropriate industry representatives. Other
agencies have similar awareness activities.

New Commitments

Federally-supported Research and Development

The Advanced Technology Program makes grants to companies on a cost-sharing
basis to fund pre-competitive generic technology. Many other governments have pre­
competitive, generic technology programs covering a wide range of technologies and often
with very substantial funding.

o The Cooperative Research and Development Agreement (CRADAS), the
Office of Research and Technology Applications (ORTA), and the Regional
Manufacturing Technology Centers of NlST demonstrate the Administration's
commitment to technology transfer and strong commercialization programs.

o The U.S. has sharply increased its efforts to transfer technology from
federally-supported programs. President Bush's budget for FY 93 calls for
$579 million to be allocated for technology transfer activities. Funds for
ORTAs would increase 19% to $32 million. Administrative procedures for
establishing CRADAs are being streamlined and over a thousand are now in
place. The National Technology Initiative meetings have explored a wide
variety of possible actions to further improve the effectiveness of technology
transfer efforts. The U.S. must carefully evaluate its efforts, including the
Manufacturing Technology Centers, the Engineering Research Centers, and
other programs, in order to obtain the greatest leverage from federal
expenditures.

o At the present time, U.S. laws provide small businesses and nonprofit
organizations (e.g., universities) performing Federal research work may seek
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the intellectual property rights to inventions coming out of their research. The
contractors can then either develop the commercial aspects of these inventions
themselves or license the inventions to others for implementation.

o A related law is the Federal Technology Transfer Act, which authorizes
Federal laboratories to enter into Cooperative Research and Development
Agreements (CRADAs) with private sector partners. The parties perform
cooperative research on subjects of mutual interest and the private party is able
to secure intellectual property rights to inventions generated by the work.

o The Bush Administration has worked hard to implement these laws and to
make the private sector aware of the opportunities for technology transfer from
Federal programs.

The ongoing National Technology Initiative (NTI) meetings have
focused private sector attention on the work of the Federal laboratories
and the opportunities for collaboration arising from that work. Industry
awareness of and interest in these opportunities is increasing and
individual companies and consortia are beginning to enter into a wide
variety of agreements with Federal laboratories.

o The United States has fully implemented the provisions of the Federal
Technology Transfer Act in its agencies and laboratories. All delegations of
authority are in place and substantial efforts are underway, including the
National Technology Initiative, to promote industry interest in partnering with
the Federal Laboratories.

o The President's FY 1993 budget again proposes a permanent extension of the
research and experimentation tax credit and an IS-month extension of the
allocation rules.

Support for Private Reasearch and Development

The Congress accepted the Administration's objections to the foreign participation
provision in Title II of the American Technology Preeminence Act of 1991. The USG will
continue to consult with the Congress on non-discriminatory participation by foreign firms in
the ATP.

o The Administration has requested an extension of the ATP and an increase in
its funding in the FY '93 budget. Through this, and similar increases and
extensions, the government has manifested its intent to increase the federal
share of R&D funding targeted on enhancing the competitiveness of the U. S.
private sector in the non-defense area.
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Adoption of the Metric System

The progress report, which will be compiled in October, should describe to what
extent the metric system has been adopted in the U.S. within the government. Thereafter,
the USG will consider ways to review and report on the metric system adoption in the
private sector. Further, the USG will strengthen measures to ensure metric system usage not
only by the federal government but also local governments from the viewpoint of
strengthening the overall industrial competitiveness of the United States.

With respect to effective educational programs, these should be implemented for the
general public on the metric system. Such educational programs are essential especially in
the process of changing measurement units.

The U.S. Government again recognizes that increases in private sector metrication are
essentially important and that metric usage in general is paced by the degree of metric usage
in the private sector and the ability and willingness of private business to adopt metric usage.
The Department of Commerce will continue to study ways including mandatory measures and
voluntary programs for the private sector to expand and increase significantly the use of the

metric system.

o The U.S. Government will provide to the Japanese Government an opportunity
to review the progress report well in advance of its publication.

o The U.S. Government welcomes comments by the GO] regarding its progress
reports on implementation of SII commitments and future plans and, as
appropriate, will consider these comments.
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VI. Export Promotion

The Commerce Department has dedicated an unprecedented amount of resources to
promoting exports to Japan and worldwide since the inception of SII.

Overview of Worldwide Export Promotion Efforts

o The Commerce Department's U.S. and Foreign Commercial Service
(US&FCS), which manages our export promotion program, has successfully
implemented many of the initiatives outlined in the May 1991 Joint SII Report.
Specifically:

Thirty-six Industry Sector Analyses were produced during FY91 on the
Central European markets. World Trade Data Reports (WTDRs) and
the Agent Distributors Service (ADS) have both been expanded for
Poland, Romania, Czechoslovakia, and Hungary.

In FY92, there will be a continued high-level production of Industry
Sector Analyses, an additional 1,000 more are anticipated.

A new planning and counselling tool was introduced in late FY 91
which will provide companies with a rank order of the markets with the
greatest potential for export sales in a given sector.

Over 850 market insight reports were entered into Commercial
Information Management System and the National Trade Data Bank last
year on incoming information from the posts. Since November 16,
1991, all market insight reports have been loaded on to the Economic
Bulletin Board daily for immediate access by District Offices and the
business community.

Leads generated through the Trade Opportunities Program (TOPS)
program are now distinctly categorized by private and public tenders.
TOP government tenders now are entered in the Commerce Business
~ and the Journal of Commerce.

The distribution of Commercial News USA has been upped
dramatically through private sector economic bulletin boards in 17
countries. A special issue (September 1991) featured products of over
200 firms to give them exposure and access to Persian Gulf
reconstruction export opportunities.
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The Trade Promotion Coordinating Committee

o In February 1991, the Secretary of Commerce, in his role as Chairman of the
Trade Promotion Coordinating Committee (TPCC), kicked off a national series
of conferences, "Exports Generate Jobs for Americans," in Minneapolis,
Minnesota. More than 7,000 industry representatives attended the 30
conferences he conducted last year.

o The TPCC's mandate is three-fold: It coordinates Federal trade promotion
efforts to focus on new and emerging markets; it gives government agencies a
unified trade promotion presence; and it informs American firms about
available government assistance and provides "one-stop shopping" to USG
programs.

The Trade Promotion Coordinating Committee (TPCC) is the first step
towards development of a unified Federal trade promotion effort. It has
made substantial progress, though USG export promotion strategy
remains less than fully integrated. Through the TPCC the Department
of Commerce is working closely with other 18 government agencies to
develop a coordinated trade promotion program. The plan is based on
three components:

Focus Federal trade promotion efforts on priority overseas
markets and U.S. industries with the highest export potential,
which reflects our industries' greatest strengths, and
competitiveness, and supports our trade policy objectives.

Offer American firms a unified Federal trade promotion
presence, and cooperate in creating a coordinated export effort.

Educate the business community about specific Federal export
assistance programs and offer "one-stop" access to these
programs.

TPCC's activities and those of the Commerce Department's International
Trade Administration's export promotion efforts have raised the awareness of
U.S. companies concerning the essential importance of exports to corporate
growth and the national economic interest. U.S. industry is now fully aware
of having reached a critical turning point for commitment to the development
and implementation of global marketing strategies.

o The Secretary also created the Commerce Trade Information Center, so U.S.
firms can one-stop shop for exporting information.
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New Commitments

Following the GAO report issued in January 1992, stipulating that the U.S.
government export promotion programs lack strategic cohesiveness, the USG will enhance
the efforts of the sub-cabinet working group to strengthen the export promotion programs.

The USG commits to fully implement the objectives outlined in the TPCC's action
plan. This should further augment the TPCC's efforts to illuminate the exporting process
and assist U.S. firms advance in seizing business opportunities overseas.

The TPCC will:

o Focus Federal trade promotion efforts on priority overseas markets and U.S.
industries with the highest export potential, which reflects our industries
greatest strengths, and competitiveness, and supports our trade policy
objectives.

o Offer American firms a unified Federal trade promotion presence, and
cooperate in creating a coordinated export effort, which is achieved through
the National Export Initiative, the Trade Information Center (NEI), and
working groups.

o Educate the business community about specific Federal export assistance
programs and offer "one-stop" access to these programs through the successful
NEI and the Trade Information Center, respectively.

TPCC's activities and those of the Commerce Department's International Trade
Administration's export promotion efforts have raised the awareness of U.S. companies
concerning the essential importance of exports to corporate growth and the national economic
interest. U.S. industry is now fully aware of having reached a critical turning point for
commitment to the development and implementation of global marketing strategies.

The new Secretary of Commerce, Barbara Hackman Franklin, kicked off the TPCC's
National Export Initiative (NEI) seminar this year with an event in Dallas, on June 18. This
was attended by approximately 250 people. Future planned NEI seminars are as follows:

Louisville, Kentucky
Rochester, New York
Charleston, South Carolina
Orlando, Florida
Orange County, California

July 31, 1992
September 15, 1992
September 30, 1992
October 1, 1992
October 14, 1992
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The last two events of 1992 are currently being planned but it is believed they will be
held in New Orleans, Louisiana and Salt Lake City, Utah.

The U.S. Government will report annually to Japan on accomplishments of the
TPCC.

Presidential Awards for Successful Exporters

The Presidential Awards System to honor successful exporters is receiving renewed
priority attention. This was demonstrated most recently when the new Commerce Secretary,
Barbara Hackman Franklin, presented an "E" award immediately after her confirmation.

o The President's "E" Awards Committee is chaired by the Commerce
Department with representatives from the Departments of Agriculture, Interior,
and Labor, the Small Business Administration, and the Export-Import Bank.

o To qualify for the President's "E" award, a manufacturer must show evidence
of a substantial increase in the volume of exports over a four-year period.
Exports should constitute a significant portion of total product sales and/or be
materially in excess of the industry's average percentage. The company
should demonstrate breakthroughs in especially competitive markets, introduce
a new product into U.S. export trade, or open a new market.

o "E" Award ceremonies are arranged to give maximum publicity to both the
recipient and the Department of Commerce's export promotion efforts.

o The President's "E Star" Award, introduced in 1969, recognizes continued
superior performance in increasing or promoting exports. Only recipients of
the "E" Award are eligible, and the level of performance must exceed the level
for which the "E" award was given.

"E" award winners must show the commitment to 1) competitiveness, 2) demonstrated
success in international markets, and 3) commitment to export, which the U.S. Government
will also emphasize through its various export promotion programs.

The U.S. Government will fully utilize the President's E awards in order to award
American businesses which are making efforts to increase export to Japan.

The U.S. Government has in place an action plan to enhance the public awareness of
the "E" awards. The USG will also research ways to further publicize the awards. The
USG will report on its entire public awareness campaign at the next SII meeting.
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Japan Export Promotion Program

Since the beginning of SU, the Department of Commerce has:

o Increased its United States and Foreign Commercial Service staff in Japan
from 45 persons in FY90 to 61 persons in FY92. The US&FCS opened a
branch office in Nagoya, with one American commercial officer and one
professional Japanese employee, in 1991 to better seek and report on
commercial opportunities in this important industrial region.

o Appropriated more funds ($4.9 million in FY92 compared to $3.6 million in
FY90) to help U.S. firms pursue market opportunities in Japan. The FY 1993
budget proposes an increase to $5.3 million.

o Enhanced the Japan Export Information Center (JEIC) by increasing its staff
and by implementing a Japan outreach program. Since the President's trip to
Japan in January 1992, the JEIC has averaged around 170 calls per week.

o Assisted U.S. industry (primarily American construction, engineering and
design consultants) in seeking commercial opportunities in the Japanese
Official Development Assistance (ODA) program. To date, Commerce has
compiled a mailing list of over 400, assisted over 150 firms and is aware of
approximately $117 million in ODA contract awards to these companies.

o Published documents on Japanese market entry alternatives. For example, it
has 1) produced 64 new Japan industry sub-sector market research reports
including a special report on the Distribution System of the Japanese Auto
Parts Aftermarket in June 1991; 2) published a comprehensive exporting guide
called Destination Japan: A Business Guide for the 90s; 3) highlighted
business opportunities in the feature articles of Business America, and 4)
expanded the "best exports prospects" list. In FY92, US&FCS Japan will
produce an additional 40 industry sub-sector analyses to be added to our
database. In addition, JETRO has committed to 10 market research reports on
industry sub-sectors under the U.S.-DOC MIT! Joint Program.

o Led an average of ten trade missions a year in addition to sponsoring
numerous U.S. and international trade events representing a broad spectrum of
U.S. industries and including current and potential export firms.

o Introduced the Japan Corporate Program (JCP), a five-year export promotion
program for 20 selected companies representing a variety of industries and
experience in the Japanese market. The JCP has completed its first year. A
number of participant-companies have reported an increase in sales and
accelerated negotiations with potential Japanese distributors.
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The Promotion of Agricultural Exports to Japan

a Japan is the most significant object of the U.S. Department of Agriculture's
market development efforts. USDA funding for promotional activities in
Japan has grown ten-fold since 1985 to about $60 million per year.

o With the opening of the new Agricultural Trade Office (ATO) in Osaka in
March 1992, USDA now has four offices in Japan, more than in any other
country. These offices are staffed by a total of nine Americans and seventeen
local staff.

a In addition to spending about $3 million on marketing activities carried out
directly by the ATO's, USDA helps support the market development activities
of some 50 U.S. agricultural producer associations and food companies in
Japan, many of which are known as "cooperators." Products promoted range
from cherries, to beef and mink, to plywood and feed grains.

o USDA's Foreign Agricultural Service provides a number of services
specifically designed to assist U.S. agricultural exporters in identifying market
opportunities in Japan. For example, the Agricultural Information and Market
Service program helps bring Japanese buyers and U.S. sellers together through
communications services such as "Buyer Alert" and "Trade Leads."

New Commitments

Promoting Long-term Exporting Strategies

o The Commerce Department will continue its efforts to advise U.S. companies
that a fundamental aspect of successful exporting is devising long-term
aggressive exporting strategies.

o The Commerce Department is currently supporting a pilot program, the Japan
Corporate Program (JCP), in which we are working with 20 U.S. companies
that have designed long-term plans for penetrating the Japanese market. The
fundamental goals of the program are to increase export to Japan, to create
models of success for other U.S. companies to follow, and to deepen the U.S.
exporting companies' understanding on the business environment in Japan
surrounding American companies.

o The JCP is a five-year export promotion effort, begun in January 1991. The
20 participating companies involved represent a wide spectrum of industries
and experience in the Japanese market. The companies receive extensive
support from Commerce Department staff and from use of Commerce export
services.
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o The JCP has just completed its first year and many of the companies have
reported an increase in sales and accelerated negotiations with potential
Japanese distributors. The Department of Commerce is following the
participants' progress and will incorporate the knowledge it gains from the JCP
into its counseling services to all U.S. business. The program is intended to
have a multiplier effect and increase opportunities for all U.S. businesses.

Promoting Exports to Japan

o The U.S. is fully committed to carrying out and enhancing our export
promotion efforts.

o The USG will assist U.S. exporters to enter and advance in the Japanese
market, and support U.S. companies to take advantage of the new market
opportunities emanating from MITI's announcement of its Business Initiative
for Global Partnership (BIGP).

o As a follow-up to the President's trip and the BIGP, the Commerce
Department has developed an action plan composed of three elements.

Working with U.S. industry groups and Japanese counterparts to secure
information on the products to be procured by the Japanese companies
under the voluntary import promotion programs.

Mounting a series of trade missions to underscore new market opening
measures for sectors such as paper, glass, and computer procurement.

Creating an information dissemination network to inform U.S. firms
directly of new export opportunities.

o Enhanced business counselling and commercial information services are being
instituted through an expanded and proactive Japan Export Information Center
(JEIC) which is projecting a 25 percent increase in requests for assistance from
12,000 to 15,000 in FY92.

o Another element of our export promotion strategy is increasing efforts to
identify and facilitate commercial opportunities for U.S. suppliers to Japanese
domestic infrastructure and third country Official Development Assistance
(ODA) funded projects.
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o The Commerce Department is currently planning an ODA seminar, pursuant to
the Tokyo Declaration, that will focus on the mechanics of ODA and on
bringing U.S. and Japanese firms together in a joint effort to help third world
countries.

Private Export Promotion Programs

The U.S.-Japan Business Council, a private sector association, has taken an active and
constructive role in following up on the export opportunities arising from the President's
January trip to Japan and from the Japanese "Business Initiatives for Global Partnership."
The Joint Resolution of the U.S.-Japan Business Council and the Japan-U.S. Business
Council in mid-February 1992 resolved to take strong action on the part of both the U.S. and
Japanese private sectors to follow up on these opportunities. On July 14, 1992, the Councils
concluded its 29th annual Japan-U.S. Business Conference. At the Second Plenary Session,
the Councils issued a statement which discussed the joint decision to establish a services task
force and consider forming other working groups in appropriate sectors.

o Current efforts of the U.S. side of the Council are directed towards:

arranging U.S.-Japan vendor meetings and joint industry dialogues;

mounting an export symposium; and

developing aU.S. Export Charter.

o On February 18, 1992, then Under Secretary of Commerce for International
Trade Michael Farren issued a press statement stating that the Commerce
Department "is committed to providing full support to the export promotion
activities outlined by the (U.S.-Japan Business) Council in its Joint Resolution.
To assist the U.S. side of the Council's efforts, ITA (the International Trade
Administration of the Department of Commerce) will certify each trade
mission, participate in mission activities as requested by the private sector
organizations and provide technical assistance and information to mission
participants. "

o The Commerce Department, in joint sponsorship with the U.S.-Japan Business
Council, has now scheduled a major, one-day U.S. Japan trade symposium for
October 19, 1992. The Secretary of Commerce is fully supportive of the
event and will deliver the keynote remarks. Representatives from prominent
U.S. trade and industry associations will be invited. The objective of the
symposium is to pursue commercial opportunities resulting from the
President's January trip to Japan and to further encourage U.S. companies to
export to Japan.
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o During Prime Minister Miyazawa's July 1, 1992, visit to Washington, the
President underscored the importance for the private sector to enhance exports.
He stated, "I will work to support the efforts of America's private sector to
create an export vision to open foreign markets that means more American
jobs."

o All USG trade development programs and services have been directed toward
encouraging U.S. firms to expand exports to overseas markets. The Trade
Promotion Coordinating Committee (TPCC) will ensure that the trade
promotion activities of 18 USG agencies provide maximum encouragement and
assistance to potential and established exporters. It is expected that, with this
kind of encouragement, U.S. firms will formulate export plans and implement
them.

u.s. EXport-bnportBank

The Eximbank will continue its efforts to improve and strengthen the efficiency of its
programs, including by pursuing its recent initiative to provide as necessary 100% coverage
of principal and interest under its guarantees and by providing guaranteed lenders more
repayment flexibility in the event of a default.

Eximbank will seek to expand its program of financing exports on a limited recourse
basis for certain types of projects. This program should permit Eximbank to use its
resources more efficiently in supporting exports. Eximbank will continue to look for
opportunities to increase the competitiveness of smaller export transactions through the
bundling of small credits into a single large facility to achieve financing economies of scale.

In addition, the usa will further promote the expansion of the cooperative
relationship with the Export and Import Insurance Division of the Ministry of International
Trade and Industry and other relevant agencies. Finally, the U.S. will remain active in the
efforts under the auspices of the DECO to level the playing field in the export credit area.
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Vll. Workforce Education and Training

As was recognized in the SII Joint Report and the First Annual SII Report, improving
the education and training of the U.S. work force would increase productivity and enhance
competitiveness. The Administration has long been committed to this goal. During the past
year the President has reaffirmed this commitment. The U.S. has developed far-reaching
strategies to reach the goal; with the support of American business and communities, the
Administration proposes to undertake unprecedented steps to carry out these strategies.

Vll.A EdUcation

National Education Goals

o Two years ago the President and the nation's governors committed the U.S. to
achieving six national goals designed to enhance scholastic excellence and
workforce skills. The goals, to be reached by the year 2000, include: a high
school graduation rate of at least 90 percent; preeminence in math and science;
every adult will be literate and possess the skills necessary to compete in the
world economy.

America 2000

o On April 18, 1991, the President outlined his plan to achieve the National
Education Goals, "America 2000". The plan calls for four related strategies:
(1) better and more accountable schools for today's students; (2) new types of
schools for future students; (3) promotion of life-long leaming; and (4)
community and family support for leaming.

o As part of the first strategy, the President and the governors established the
National Education Goals Panel to oversee the progress in meeting the
National Education Goals.

o Over the past year, the National Education Goals Panel has held extensive
regional and national hearings, with testimony from experts, educators and the
public. In September, 1991, the Panel released the first of ten annual reports
to the nation on the progress toward the goals.

o The 10 annual National Education Goals Reports will track progress by
the nation and the states towards meeting each of the six education
goals that the President and the state governors established in 1989.
The first report, for the year 1991, presents information on progress
made at the state and national level relative to each goal, and describes
the Federal Government's role in achieving these goals. Future reports
will contain similar information.
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o The National Council on Education and Testing was created by legislation and
was charged with: (1) advising on the feasibility and desirability of national
standards and tests, and (2) recommending long-term policies and mechanisms
for setting voluntary standards.

o On January 24, 1992, the Council issued a report on "Raising Standards for
American Education," which recommended that the nation set national
education standards and develop a voluntary system of assessments to help
schools and students meet these standards. To carry out this initiative, the
Council proposed the creation of a new National Education and Assessment
Council. Legislation to create this body is pending before the Congress.

o High school completion is at an all-time high. Eighty-three percent of all 19­
and 20-year-olds in 1990 had finished high school or its equivalent--7 percent
short of the national goal.

o Alcohol use at school by 12th graders dropped from 21 percent in 1980 to 7
percent in 1990. The in-school use of marijuana declined from 14 percent in
1980 to 6 percent in 1990; use of cocaine at school declined from 3 percent in
1980 to 1 percent in 1990.

o Student achievement in mathematics and science has improved somewhat over
the past decade, although much remains to be done over the next one.

o The President's America 2000 plan is a comprehensive strategy for achieving
the six national education goals for the year 2000. It contains four parts as
follows:

Improve today's schools--make them better and more accountable;

Create a New Generation of American Schools;

Go back to school ourselves, recognizing that learning is a lifelong
process and;

Make our communities places where learning can happen.

o American communities have accepted the President's call for commitment
under the community support strategy. As of April 1992, 43 states and 1200
communities have signed on to America 2000 and are developing strategies to
attain the National Education Goals.

o In response to the President's challenge in the second strategy, American
business formed the New American Schools Development Corporation, a non-
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profit corporation which is raising funds to support creative education designs.
Over the next five years the Corporation will fund a series of design teams and
implementation projects to restructure and revitalize whole schools.

The Federal Role

o While the states and localities are primarily responsible for helping meet the
National Education Goals, the Federal Government has a vital role to play in
offering financial support, services and sponsorship of research and
demonstration projects.

o In the FY 1993 budget, the Administration calls for support of over $81 billion
for programs administered by 25 agencies, representing an increase of 44
percent since 1989 and 8 percent over 1992. This growth reflects the high
priority given education over the past three years and the President's
commitment to achieving educational excellence in the future.

The Administration proposes funding of over $20 billion to support
educational readiness in preschool years, and help move the nation
toward achieving the first National Education Goal, having children
arrive at school ready to learn. In particular, the Administration
requests funding of over $2.8 billion for Head Start, a comprehensive
child development program for pre-school, low-income children. This
represents a 27 percent increase over 1992 and will allow the program
to serve nearly 800,000 children.

o The Administration proposes funding of nearly $22 billion for elementary and
secondary education programs and strategies, including funding for programs
contained in the Excellence in Education Act and math and science programs
(see below).

Under the America 2000 Excellence in Education Act, the
Administration requests $500 million, to be matched by an equal
amount of state funds, for the Choice Grants for America's Children
Act. The over $1 billion total would support innovative local choice
proposals to help middle- and low-income families gain more choice of
schools and provide incentive for all schools to improve.

The proposed America 2000 Excellence in Education Act would
provide competitive grants of up to $1 million each to help over 535
communities develop new schooling designs.
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The Administration requests $654 million for programs under the Drug­
free Schools and Communities Act, an increase of $30 million over
1992.

The Administration proposes funding of nearly $37.5 billion in 25
Federal agencies for post-high school programs, an increase of 6
percent over 1992. Under the Higher Education Act, the Federal
Government provides for 75 percent of all funds for grants, loans and
work-study jobs available to post-secondary students.

o The Administration has requested the highest funding for grants and the largest
one year increase in history, a request of $6.6 billion, or 22 percent above
1992.

In addition the budget proposes Presidential achievement scholarships to
every grant recipient who demonstrates high academic achievement,
providing incentive for improved academic performance.

o The Administration has undertaken significant management reforms and
proposed reform legislation to ensure that the largest student aid program, the
Guaranteed Student Loan Program, functions effectively. Reforms include:
garnishment of wages for defaulted borrowers; credit checks for borrowers age
21 and over; requiring a creditworthy co-signer if a negative credit history is
found; and authorizing data matches with Federal agencies to locate defaulters.

o The President has proposed two major tax incentives to help meet the rising
cost of and ensure access to higher education; (1) allow deduction of interest
on student loans for post-secondary education tuition, fees and living expenses;
and (2) allow penalty-free withdrawal of money from Individual Retirement
Accounts for educational expenses.

Math and Science Education

o The President established a special Committee under the Federal Coordinating
Council on Science, Engineering and Technology, to recommend a coordinated
strategy for the use of Federal funds, and to work with the states in achieving
the fourth National Education Goal.

o The Administration proposes funding of over $2 billion for mathematics and
science education programs in 11 agencies, an increase of 7 percent over
1992.
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o The highest priority of the Special Committee is improvement of pre-college
math and science education. The Committee's development of a
comprehensive math and science education strategy will help states and
localities make significant progress in three areas: teacher training, use of
electronic dissemination of math/science learning methods, and use of
computers and scientific equipment.

A Nation of Students

o America 2000 calls for improvement in lifelong education and training for the
country's workforce. In July 1991, the Secretary of Labor's Commission on
Achieving Necessary Skills (SCANS) identified general competencies and a
foundation of skills needed for good job performance. (See vn B below, for a
description of the SCANS Commission findings.)

o The Education and Labor Departments will work together to support work­
related education and skill standards in several areas: (1) youth apprenticeship
training in high schools; (2) aid for lifelong learning through the student loan
program; (3) vocational education programs which integrate secondary and
post-secondary education for technical occupations. (Also see VII B below.)

o Interest in "partnering" programs between educational institutions and
businesses is continuing to grow; for example, an increasing number of junior
colleges are working together with businesses to improve the work-related
education and training of our youth.

o The President signed the National Literacy Act in July 1991, providing for the
National Institute for Literacy Research and Practice, a resource center on
adult literacy issues, as well as funds for technical assistance to small- and
medium-sized firms.

o The FY 1993 budget calls for over $300 million for literacy and basic
education for adults under the Adult Education Act.

o In 1992, the first quadrennial national household survey to measure levels of
literacy among the adult population will be conducted. Results of this study
will be available in 1993.
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vn.n Traininl:

Work Force Action Programs

As described in previous SII Reports, the U.S. Department of Labor has initiated and
carries on an action program to improve the quality of the work force. To accomplish this,
the Department will help to implement the President's America 2000 education strategy. The
following documents progress on some of the key elements of the action program.

The Secretary of Labor's Commission on Achieving Necessary Skills

The Secretary's Commission on Achieving Necessary Skills (SCANS) was asked to
examine the demands of the workplace and was directed to advise the Secretary on the level
of skills required to enter employment. In July 1991 the SCANS Commission reported to the
Secretary of Labor on its findings.

o The report, "What Work Requires of Schools," identifies five general
competencies and a three-part foundation of skills and personal qualities that
lie at the heart of job performance. The report recommends that the
competencies and the foundation be taught and understood in an integrated
fashion that reflects the workplace contexts in which they are applied.

o The Commission also drew three major conclusions regarding achievement of
these skills:

All American high school students must develop a minimum set of
competencies and foundation skills.

The qualities of high performance that characterize our most
competitive companies must become the standard for the vast majority
of our companies.

The nation's schools must be transformed into high-performance
organizations in their own right.

o The SCANS final report--Leaming a Living: A Blueprint for High
Performance--has just been released. It argues for a reorganization of
.education and work to close skill gaps and prepare the workforce of the future.

o Another publication, "SCANS in the Schools," is designed for educators
planning to incorporate teaching SCANS competencies into their curriculum
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and instruction.

o The SCANS Commission has completed its work and is going out of existence
in July 1992. Its work will be carried on through established components of
the DOL.

School-to-Work Transition Programs •

o The demonstration project grants made in the fall of 1990 have completed their
two year funding allotment. The most effective model programs have been
extended for a third year. The grantees continue to meet quarterly to share
information and publicize their successes.

o The school-to-work transition programs consist of a structured combination of
academic instruction, classroom training, paid on-the-job training and work
experience, and mentoring. Students choosing apprenticeships would make
formal agreements with the school, the employer, and parents or guardians.

o Another round of demonstration grants is presently being completed, based
upon the successful experiences of the first round and the growing national
interest in this activity. Grant awards are expected this fall.

o Legislation has been introduced that would provide a framework to support a
national system of youth apprenticeship, in order to move students from school
into front line jobs requiring high skills. There appears to be broad
Congressional support for the Administration's bill, which would authorize
funding of $50 million.

o The Department recently awarded funding to six leading states to support the
planning and implementation of youth apprenticeship programs in those states.

o The U.S. Department of Labor has been working with a private group, the
Council of Chief State School Officers, composed of the leading educational
officials in each state, to give additional awards for school-to-work projects.
This is additional evidence of the expansion of interest in this area, following
the President's initiatives.

"LIFf" Awards

o The Department of Labor is planning to make additional Labor Investing for
Tomorrow ("LIFT") awards for the fall of 1992.

o These awards are given, as before, to business and public organizations that
have created model programs to upgrade work force skills.
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o With the interest in the LIFT awards, the National Advisory Commission on
Work-Based Learning has recommended expansion in the fall of 1993 of the
focus of the LIFT awards. The Commission recommends that they be made
into broadly based human resource development awards, based upon the
principles of the Malcolm Baldrige Award (the President's National Quality
Awards).

National Advisory Commission on Work-Based Learning

o In carrying out its mission to advise the Secretary of Labor in increasing U.S.
worker skill levels, the National Advisory Commission on Work-Based
Learning has recommended action steps for DOL to undertake in six areas:

developing a national framework of skill standards and certification;

integrating human resources development and the introduction of new
technology;

promoting labor-management cooperative efforts to implement work­
based learning;

developing new accounting models that promote investment in people;

managing cultural diversity as a strategic asset;

developing a national award for quality human resource management
systems. (See LIFT awards above.)

Work-Based Learning

o As a major initiative, the Department of Labor has proposed a process for
developing a voluntary system of industry-led skill standards and certifications
of individual skill achievement. DOL has published an issues paper discussing
the key issues, conducted public hearings in ten cities during the spring, and
will now prepare to fund several demonstration projects in key industry
sectors.

o The standards will be determined by labor and management from key
employers in several industries, and will involve required skills both for entry
and career-ladder positions.

o The Work-Based Learning demonstration programs described in previous SII
reports have been successful. Because of their success, many elements of the
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original programs are still operating. In particular, the process developed
through the grants has attracted widespread attention in the semiconductor
industry, and in the health care and aerospace industries. The Department of
Labor and other partners have been called upon to give presentations in a
number of industry forums.

o The U.S. Department of Labor previously sponsored a symposium, together
with the Japanese Ministry of Labor, on work force quality, with the aim of
exchanging information on successful workforce practices. The symposium
reports were published in the fall of 1991 and are being widely disseminated.
The Department continues to maintain the channels of communication opened
by the symposium.

o The Department has awarded two grants to study best practices in firms in the
process of becoming "high performance work organizations." Such
organizations have a structure which empowers front line workers to achieve
very high quality operations standards and as a consequence are likely to be
the leading edge organizations of the future. The grantees will study the
process of change and compile examples of such firms in transition.

Vocational Education

o The FY 1993 budget requests $1.2 billion for vocational education programs,
which includes $991 million for grants to states to begin a major overhaul of
vocational education programs, and $100 million for "Tech-Prep" vocational
education programs which integrate secondary and post-secondary education
for students entering technical occupations.

o The Federal Committee on Apprenticeship, re-constituted last year, has
continued to meet with the purpose of providing aid to existing apprenticeship
programs to make them responsive to the long-term needs of the work force.

Other Federal Commitments for Worker Training

o In July 1991, the President signed the National Literacy Act of 1991, signaling
renewed Federal priority for programs and policies to raise literacy levels.
(See VII A above, for a description of the Act.) The Act authorizes a new
program of technical assistance for middle-and small-sized firms to assist in
upgrading worker skills.

o The budget includes $1 billion to finance the Federal share of the Job
Opportunities and Basic Skills program (JOBS). This program is targeted to
parents receiving assistance under Federal support programs to obtain
education, training, and employment services.
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o Included in the JOBS program this year are two new demonstrations, to
provide support to for-profit companies to train and place welfare clients in
jobs, and to provide lump-sum payments to recipients who work their way off
the Federal support programs.

o The Departments of Health and Human Services and Education plan to initiate
a five-year comprehensive process/impact evaluation of the program beginning
in 1992.

Job Training Partnership Act

o Legislation was submitted in May 1991 to amend the Job Training Partnership
Act (JTPA), enhancing the states' responsibility to monitor administrative
practices and controls. Bills incorporating the features of
the legislation are making their way through the Congress; the legislation
would take effect in the program year that begins July 1, 1993.

o For 1993, amendments are proposed to JTPA to replace the existing block
grant and summer youth programs with separate programs serving adults and
youth. The new programs will be targeted on those with particularly severe
barriers to employment and will provide more intensive and comprehensive
services.

o The amendments proposed for 1993 JTPA also would authorize a Youth
Opportunities Unlimited demonstration program to provide comprehensive
services to youth living in high poverty areas.

New Commitments
Education

The Administration is committed to establishing voluntary world class standards in
support of the national goal that" ...American students will leave grades four, eight, and
twelve having demonstrated competency in challenging subject matter including English,
mathematics, science, history and geography;" and to making available assessments/tests that
will measure student progress toward the standards.

o The National Council on Education Standards and Testing was created in
response to interest in national standards and assessments by the Nation's
Governors, the Administration and Congress. In the authorizing legislation
(Public Law 102-62), Congress charged the Council to:

advise on the desirability and feasibility of national standards and tests,
and
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recommend long-term policies, structures, and mechanisms for setting
voluntary education standards and planning appropriate systems of tests.

o On January 24, 1992 the Council recommended that the nation should set
national education standards and develop a voluntary system of assessments or
tests to measure student progress toward the standards.

o The President's budget includes $25 million to help states redesign their
curriculum and assessment systems and to implement the system reform
strategies that will help students and schools meet the standards.

o Under the U.S. system of government, education is primarily a state and local
responsibility. The Administration therefore supports the development of a
national system of assessments which encourages the developmental use of
multiple tests by states and localities.

o In accord with the recommendations of the National Council on Education
Standards and Testing, the various disciplines are working to establish
standards for the consideration of the states. The mathematics group, for
example, has already worked out its proposals, and science and geography are
expected to have their proposals shortly. Next, these model standards will be
promptly circulated to every state with full documentation to encourage their
early adaptation.

Enhancement of Exchange and Labor Cooperation

The Administration would like to explore with the GOJ mechanisms for undertaking a
range of joint activities related to enhancing cooperation between the two governments in the
areas of labor cooperation and productivity improvements. This effort can build on our
successful exchange of tripartite' delegations in 1990, and further the sharing of views and
new ideas between our two countries.

o The DOL is assisting the Department of Commerce (DOC) in developing and
implementing a Manufacturing Technology Initiative (MTI) between MIT! and
DOC.

o The Vice President and the Minister of International Trade and Industry
announced the intention of the two governments to begin this program for
production engineers and foremen during the Vice President's recent visit to
Japan.
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o DOL would also welcome discussion on exchanging information on "best
practices in the service sector" and how to improve productivity in service
industries. Given the growing importance of this sector, both sides would
have much to gain from such a dialogue.

Study on Labor Management Policies of Private Companies (Review of Layoff Practices)

The usa recognizes the desirability of having companies take measures to ease the
impact of layoffs; although policies and practices regarding layoffs are essentially a private
matter between the company and its employees or unions.

The usa in 1988 enacted two pieces of legislation that give state and local
governments the opportunity to help workers seek new careers before their jobs are
terminated. These premises underlie the legislation:

o Prompt state intervention is an important factor in helping workers cope with
job loss.

o Adjustment services are of more benefit if they are available to workers before
dislocation, rather than after.

o Worker adjustment assistance is best handled by those directly affected by the
workforce reduction.

The Worker Adjustment and Retraining Notification Act rNARN) requires certain
employers to give at least 60 days advance notice of a closing or mass layoff to affected
employees, and certain other government organizations.

The Economic Dislocation and Worker Adjustment Assistance Act (EDWAA)
encourages the states to establish and coordinate a worker adjustment system that will
provide dislocated workers with a rapid response to their employment and retraining needs.

Both WARN and EDWAA are administered by state agencies and funded by the u.S.
Department of Labor.

The usa recommends the use of a labor-management adjustment committee (LMAC)
to oversee and manage employment and retraining services in the affected plant. To aid in
the establishment of those committees, the USDOL has issued a reference manual titled
"Establishing Labor-Management Adjustment Committees". In addition, the USDOL has
compiled a directory of companies where labor and management have formed joint
committees to deal with layoffs.
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The USDOL has appointed a National Advisory Commission on Work-Based
Learning comprised of national union, management, government and academic leaders to
address a variety of workplace issues. Currently the Commission is in the process of
preparing action steps for the USDOL to take. The particular problems of job change,
layoffs, and retraining will be addressed by this Commission as it looks at the totality of
work organizations and the roles of labor and management in a changing work environment.
Another commission, the new Advisory Council on Unemployment Compensation, will
address the question of layoff assistance. This group will begin in FY 1993.

The Commission on Work-based Learning welcomes, from any source, input during
its decision making process. It convenes public periodic hearings in various parts of the
U.S. to gather data, comments, views, and opinions from interested persons and
organizations. Input from foreign organizations would be welcome at any opportunity,
including those hearings.

Over the last several years, DOL has engaged in many studies of best practice
companies and developed technical assistance materials for use by firms wishing to emulate
best practice. These products include:

o Plant Closine Checklist: A Guide to Best Practice--USDOL, 1990

o Establishine Labor-Manaeement Adjustment Committees--USDOL, 1991

o Res.pondine to Layoffs: A Labor-Manaeement Adjustment Committee Can
H.dl2--USDOL, 1991

o Establishine Labor Manaeement Adjustment Committees--USDOL, 1991

These materials were provided to the GOJ.

Job Training 2000

The Administration forwarded detailed legislation to Congress on April 14 to
implement Job Training 2000. It is a major commitment to initiate comprehensive reform of
the nation's Federal job-training system in order to better prepare workers for future
marketplace demands. The Administration forwarded detailed legislation to Congress on
April 14 to implement Job Training 2000. It is a major commitment to initiate
comprehensive reform of the nation's Federal job-training system in order to better prepare
workers for future marketplace demands. The usa will seek the early enactment of the Job
Training 2000 Act.
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o The Job Training 2000 reform program uses market-based approaches to
improve the existing job training system.

o The program will transform a relatively disjointed set of programs,
administered by seven federal agencies, into a comprehensive vocational
training system responsive to the needs of individuals, businesses and the
national economy.

o The initiative targets primarily three groups: new labor force entrants who
need basic education and job training; economically disadvantaged workers and
people who currently rely on public assistance; and unemployed workers
seeking jobs and placement assistance.

o The initiative would be coordinated at the community level through the Private
Industry Councils established under the Job Training Partnership Act (JTPA).
The Council system would be modified and expanded, receiving approved
funds to administer or coordinate vocational training services for about $12
billion from Federal programs. While certain programs would retain their
existing local program structure, certification and approval would be
coordinated through the Councils.

o Job Training 2000 calls for states to use private and non-profit firms to
provide basic training and job placement for welfare recipients.

o Under the program, the Councils would run "one-stop shopping" skill centers
which would function as the primary points of entry into Federally funded job­
training and vocational education programs, providing skills assessment and
testing, referral services and placement assistance. In areas where there are
insufficient training opportunities, the Councils would be able to contract for
needed services.

o The Councils would receive $2.2 billion to finance training vouchers for on­
the-job training, classroom training and support services, to be targeted to low­
income and disadvantaged youth and adults. Very disadvantaged youth would
be eligible for the Job Corps, offering residential education and training
services. .

Training Assistance for Small Firms

TEAMS, or Technical and Education Assistance to Mid- and Small-Sized Firms, was
announced by Secretary of Labor Lynn Martin in May 1992. TEAMS represents an
Administration commitment to work cooperatively with organizations that provide training
services to small companies.
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o TEAMS will work with community colleges, manufacturing technology
centers, industry associations, and similar organizations to enhance the
capacity of these organizations to provide services in four areas:

workforce literacy;
technical training;
work restructuring; and
labor management relations.

o Many components of TEAMS are already underway. These include:

funding studies and surveys of the current experience and training
needs of small businesses;
conducting focus groups and training sessions for corporate CEOs
offered in conjunction with the National Association of Manufacturers;

funding the Commerce Department's manufacturing technology centers­
-which provide assistance with new technology--to explore ways to
provide human resource development assistance to their clients as well.

o Over the next year, we anticipate additional activity in the following new
areas:

Establishing a National Workforce Assistance Collaborative to develop
training materials for small firms with $1,3 million in appropriated
funds;

Enhancing the capacity of community colleges to meet the needs of
small firms in the four areas noted above by training college trainers
and developing model curricula.




