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CCIT Co-Hosts ASEAN Conference

Jonathan Arms*

During the recent one-day
ASEAN conterence, four U.S.
ambassadors expressed concern
about the American economy,
and implored local companies
to export and invest more into
Southeast Asia. The well-at-
tended CCIT co-sponsored event
was held on December 12th at
the Federal Reserve Bank in San
Francisco. In addition to the
Ambassadors, representatives
from federal and state trade fa-
cilitating agencies participated,

ASEAN Ambassadors discuss trade opportunities.

including EXIM Bank, the U.S. Department of Commerce, the California World Trade
Commission, and the Small Business Administration. The main thrust of the conference
was to discuss ways to stimulate exports and investment abroad to help strengthen the
U.S. economy, and to give the business community a chance to discuss commercial
opportunities with diplomatic representatives from the region, as well as other profes-
sionals with expertise in international trade. The conference demonstrated a change in
U.S. policy, which now appears to focus on establishing closer links between governmen-
tal agencies and businesses. Such a relationship will stimulate and facilitate U.S. exports

California Export Finance Office

1.H. Dethero*

The California Export Finance Office
(CEFOQ), established in 1985, operates as a
unit of the California State World Trade
Commission and maintains offices in Los
Angeles and San Francisco. CEFO assists
California’ssmall-and medium-sized firms
with their short-term export finance needs,
thereby enhancing the state’s balance of
trade and job opportunities. To date, the
program has supported over 440 million in
export sales via both its guarantee pro-
grams and counseling of companies. CEFO
has issued over 350 guarantees to lenders
under the program.

For small- and medium-sized companies
selling abroad directly, on either letter of
credit or other terms, CEF(QYs services often
enable export sales which otherwise could
be lost due to a lack of sufficient financing,.
A company will frequently use CEFO’s
guarantee program when it has a firm ex-
port order and requires outside outside
assistance in order to access working
capital funds. Lending banks often require

an additional guarantee to support financ-
ing of export orders for a smaller company.
CEFO identifies bankers and other lenders
interested in providing export finance sup-
port, and facilitates the financing of the
transaction by guaranteeing up to 85% of
the loan or loans. By focusing on the under-
lying transaction, CEFO effectively guaran-
tees the exporter’s performance.

Businesses may use these guarantees to
support a working capital loan or loans, or
to support either a standby (performance)
letter of credit or a domestic letter of credit
which a company may need to open during
a transaction. CEFO programs can support
either pre-export working capital require-
ments, post-export receivable periods, or a
combination of the two. The offices also
dedicate substantial time to counseling com-
panies on a variety of matters related to
international trade; in addition, they pro-
vide information about other federal and
state level programs as well as private
sources of assistance.

tcontined, puge 3)

and investments abroad, thus strengthen-
ing the U.S. economy while creating jobs in
America.

Sponsored by CCIT and three other asso-
ciations, the daylong event brought to-
gether the business community and Paul
Cleveland, Ambassador to Malaysia; Frank
Wisner, Ambassador to the Philippines;
David Lambertson, Ambassador to Thai-
land; and Robert Orr, Ambassador to
Singapore. In his luncheon address, Am-
bassador Orrsaid U.S. firms have lost their
adventurous spirit, offering an analogy of
the pioneers trekking to the “wild west”

(continued, page 2)
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GATT Update

Derrel de Passe*

The final hour has arrived for the Uruguay
Round of the General Agreement on Tariffs
and Trade (GATT). The GATT's Director
General, Mr. Arthur Dunkel, released the
draft for a potential final agreement just
before Christmas. Participants in the nego-
tiations have been given until March 1st to
present their bottom line positions on the
Dunkel Draft.

Easter is the proposed date for the end of
the Round; however, it would not be un-
precedented if the deadlineis broken. If the
participants fail to conclude the Round by
Easter, Congress would not be able to vote
on the agreement until after the 1992 U.S.
presidential elections, jeopardizing its rati-
tication.

Kev elements of the Dunkel package would:

¢ provide, for the first time, rules to
protect intellectual property from theft
and counterfeiting;

o extend GATT rules to services, which
account for 199 of world trade;

¢ reate a new provision in the GATT
agreement to curb trade-restricting in-
vestment measures, especially by lesser
developed countries (LDCs);

¢ claborate upon and strengthen a num-
ber of the provisions agreed to in the
Tokyo Round, notably those related to
subsidies, dumping standards, and pub-
lic procurement;

(continmed, on back paye)
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ASEAN, from page 1

and encouraging businesses to move into
Southeast Asia with the same zeal. Par-
ticipants in the program had the opportu-
nity to have private consultations with
the ambassadors and other officials
throughout the day. The Ambassadors
planto hold similar programs in fiveother
U.S. cities this year.

The Ambassadors complained that, on
the whole, U.S. businesses earn flunking
grades whenitcomestoexporting. “We're
not keeping up with the other Asians, not
just the Japanese and a lot of the Europe-
ans,” Ambassador Cleveland said, add-
ing that part of the reason for the poor
export performance of American busi-
nesses is that U.S. companies have tradi-
tionally avoided foreign markets. How-
ever, the Ambassadors warned, busi-
nesses increasingly operate in a global
marketplace. Toremain competitive, U.S.
companies have toexportand invest more
abroad.

The Ambassadorsinsisted that the poten-
tial for large profits exists for companies
exporting to and investing in Southeast
Asia. The region has the fastest growing
GDP in the world at 5.4%, and the popu-
lation is increasing rapidly. “We are see-
ing a groundswell of interest on the part
of California firms in doing business with
Southeast Asia,” said Jeremy Potash, ex-
ecutive director of the California-South-
east Asia Business Council. However, the
Ambassadors cautioned prospective in-
vestors hoping for quick profits and em-
phasized instead that U.S. companies need
to be more patient. Part of the reason that
U.S. firms should not expect an instant
profit is that companies must shoulder a
lot of preparation costs before setting up
a business--research of the region and
establishing contacts, for example. In
short, they said there are tremendousbusi-
ness opportunities, in Southeast Asia, but
U.S. companies must be willing to focus
on long-term goals.

There were a few types of products and
services which the Ambassadors recom-
mended for prospective investors in
Southeast Asia.

Among the recommended areas were:

* Agribusiness (Bio-technology)

¢ Consumer products

¢ Telecommunications

¢ Computer software

¢ Environmental technologies

The ASEAN conference provided the
northern Californian business commu-
nity with a unique opportunity to explore

]
President's Column

1992 will feature a public debate of historic
proportion and significance on the role of
international trade and investment in Cali-
fornia. CCIT will be there.

The June primary and November general
elections inCaliforniawill select one Presi-
dent, two California senators, the largest
congressional delegation in the history of
the United States, a newly reapportioned
California state legislature, and scores of
local officials. These races, together with
the legislative bills, on-going international
trade negotiations, administrative and ex-
ecutive actions and public policy initia-
tives that will accompany the campaign,
will be debated against the backdrop of
California’s first economic depression since
the 1930s, nascent trading block forma-
tion, increased environmental concern,
Europe 1992, a state budget deficit larger
than most sister state budgets, shrinking
federal space and defense expenditures in
California, a perceived flight of domestic
and international business from the state,
and widespread questioning of the ability
of the state and national work force, sav-
ings rate and educational, legal, transpor-
tation and financial systems to maintain
our international competitiveness and do-
mestic standard of living.

Terminology and issues such as free trade,
fair trade, balanced trade, managed trade,
trade wars, competitiveness, industrial
policy, market access, the picking of win-
ners and losers, NAFTA, GATT, Super
301s,dumping, countervailing duties, BITs,
market access, reciprocal national treat-
ment, foreign promotional offices, fortress
Europe, federalism, constitutionality and
bashing of variant types will reach news-
papers, radio and television, news and
talk shows, office, home and hearth. The
debate will center onjobs and foreign busi-
ness and may reach decibel levels unprec-
edented in California history. This
confluence of bad times, a shrinking
economy and a smorgasbord of ballot

choices will spark dialogue on the public
policy of international trade and invest-
ment in California. CCIT will be there.

For CCIT, as California’s only statewide,
non-profit, private-sector membership or-
ganization dedicated by its articles of in-
corporation, bylaws and tax-exempt sta-
tus to the healthy expansion of trade and
investment in California, the onset of this
debate presents opportunitiesand respon-
sibilities of awesome proportion. In the
Council’s 34-year history it has tackled a
parade of issues including trading with
the enemy, doing business with commu-
nist regimes, Buy American and Buy Calj-
fornia rules in procurement, the unitary
tax, alien land laws and export controls.
These debates have, however, normally
arisenrelatively inserial progression. 1992
promises to catapult a mass of the thorni-
est questions of international trade and
investment policy to the forefront of the
California political/electoral debate.

CCIT is ready. Our annual fall series of
Public Policy Committee meetings in Los
Angeles, San Diego, Sacramento and San
Francisco was completed on November 5.
A strategic planning effort culminating in
a marathon session by CCIT Executive
Committee and key committee chairs on
February 4 produced an action plan of
program activities and policy initiatives
designed to maintain the Council’s voice
as a loud and prominent one in this in-
creasingly noisy dialogue. A strengthen-
ing of media relations, the forging of new
policy advocacy relationships with indus-
try and non-profit organizations, a pro-
gram series centered on the elections, and
intensified directadvocacy in Sacramento,
Washington and elsewhere will be the
mainstay of CCIT’s service to our mem-
bers and to California during 1992.

* David C. Kenny is an attorney with Graham
and James.

and discuss commercial opportunities in
Southeast Asia with four U.S. ambassa-
dors and other international trade spe-
cialists. The Ambassadors convincingly
stressed the reasons why U.S. firms should
export to and invest more in Southeast
Asia, and the state and federal agencies
provided information concerning, the ser-
vices that they offered to assist companies
in this venture.

Never before has there been such a con-
certed effort from the government to help
American companies expand into foreign
markets. As Ambassador Orr said in his

[

closing remarks “We have a golden op-
portunity; let’s not miss the boat.”

* Jonathan Arms is a graduate student at
Oxford University.

Eprrorial Boars:

Jonathan Arms -
Ham Dethero
Katharine Mottley
Martina Johnson
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CCIT Public Policy Report

Jim Whittaker®

Committee Meetings

Due to the unique position which CCIT
occupies as the only statewide organization
representing across-section of international
business in California, CCIT will have an
opportunity to play an active role this vear
promoting two-way international trade
through the work of the Public Policy Com-
mittee (PPC). CCIT plans to hold meetings
of the PPC in Los Angeles, Sacramento, San
Diego and San Franciscoin Marchand April.
Members of the PPC will receive notice of
the meeting dates and locations in early
March.

Lobby Activities

In addition, PPC Chairman Jim Whittaker
and Executive Director Martina Johnson
plan trips to Washington, D.C. in March
and May; any interested CCIT members
should contact CCIT at (415) 788-4127. If
vou would be interested in lobby visits to
the Hill and the Administration, we would
welcome vour ideas on both issues and
target visits. In April CCIT willalso hold its
annual Sacramento Day, a program which
brings CCIT members into contact with
members of the state legislature and ad-
ministration.

MAJOR FEDERAL TRADE ISSUES
GATT - Dunkel Proposal

A new informal target date of April 1 has
been set to agree to a final text on the GATT
Uruguay Round.

A December 20 draft of a final agreement
contained provisions on antidumping and
dispute settlement which proved to be con-
troversial in the U.S. Congress: Congress
fears its ability to use “301” unfair trade
actions will be brought under GATT

control, and several key U.S. industry
groups who have used US. antidumping
law in the past object to what they term a
“weakening” of US. law against unfair
import practices. Two essential compo-
nents remain to be resolved: tariff reduc-
tions and exact provisions liberalizing ser-
vices.

CCIT's PPC may be called on to review any
final text if and when it may emerge. If an
agreement is reached, CCIT will also gear
up its lobby activities with respect to Con-
gressional review and approval of a pack-
age.

GATT - Government Procurement

Governor Wilson has informed the USTR
that California will support its effort to
establish an expanded GATT Government
Procurement Code by offering state pro-
curement to be covered by the Code. CCIT
supports California’s participation in an
expanded GATT Government Procurement
Code. CCIT has urged and supported this
offer.

The USTR is currently requesting Gover-
nors to provide a formal offer, including a
list of those state agencies which would be
covered. CCIT will be urging Governor
Wilson to do so. Meanwhile, the talks con-
tinue in Geneva, with much riding on the
quality and size of the U.S. offer.

Trade with the People’s Republic of China

United States Trade Representative Carla
A. Hills announced that the United States
and China concluded a Memorandum of
Understanding which will provide in-
creased protection to U.S. intellectual prop-
erty rights in China. The agreement re-
solved the Speeial 301 investigation of Chi-
nese treatment of U.S. copyrights and pat-
ents.

However, Congressional efforts still may

threaten MFN. HR 2212, which would tie
Most Favored Nation status for China to
reducing or eliminating its political and
human rights abuses was agreed to in a
House-Senate conference, but President
Bush has threatened to veto the bill. The
successful resolution of the Special 301 ne-
gotiations will make it more difficult for
Congress to override a Presidential veto.

SUPER 301

Amid much criticism that President Bush
tails to act decisively to force the removal of
trade barriers in other countries, House
Majority Leader Richard Gephardt has for-
mally submitted HR 3702 to reauthorize
the Super 301 provision of the Trade Act,
forcing the President to implement effec-
tive market-opening measures or impose
trade sanctions against countries which
block U.S. goods from their markets.

NAFTA

Intense talks are underway in a non-stop,
“jamboree” atmosphere. Negotiators hope
to conclude the talks by the end of Febru-
ary, with a series of scheduled working,
plenary and political meetings to drive the
pace. The White House has not yet decided
whether to submit a package to Congress
this year, even if it is wrapped up on a
substantive basis.

STATE ISSUES
Overseas Offices

CCIT continues to support the operation of all
five California State Trade and Investment
Offices established between 1987 and 1990.
The Governor’s office is currently completing
a strategic review of the overseas offices pro-
gram in order to create greater efficiency and
synergy with trade-related programs in Cali-
fornia and has expressed a commitment to the
tive offices currently in operation.

*Jim Whittaker is Manager of International Public
Policy at Hewlett-Packard.

CEFO, front page 1
To quality for a loan guarantee, a company
must:

¢ operate in California;

* have at least one year’s applicable
experience;

* bhavean exportinvoice value which con-
tamns at least 509 California content
(product, labor, overhead, transporta-
tion);

¢ provide collateral to the lenders to sup-
port the transaction.

* payaguaarantee fee of 7570 157 of the
srarantee amount, depending upon the

term ot the guarantee,

Guarantees areissued for periods typically
ranging from four months to one year. No
minimum dollaramounts are involved, but
a legal maximum of $500,000 per guarantee
applies. Guarantees cover up to 85 % of
loans made by participating lenders.

Over 120 banks and other lenders in Cali-
fornia are currently listed as “Participating
Financial Institutions” underthe CEFOpro-
gram. Some lenders have been particularly
active under the program, having handled
multiple transactions over CEFO's six vear
history.

In Northern California, companies which
have actively utilized CEFO’s services in-
clude those in high technology, general
manufacturing, food and agriculture and
export trading,.

-2

* |.H. Dethero is the Regional Manager of the
California Export Finance Office in San Fran-
CIsco.

CEFO's Northern California Regional Office
J.H. Dethero

Regional Manager

425 Muarket Street, Suite 2838,

Sai Francisco, CA 94105,

Telephone manber: (415) 557-9812

Fax: (415Y557-7710

CEFO's So. Calitornia Reeional Office
trene Fisher

Deputy Director

107 5. Broadway, Suite 8039

Los Aneles, CA 90012

Felephone: (213) 897-3997

Fax: (21318970915
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