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UNITED STATES GENERAL ACCOUNTING OFFICE 
WASHINGTON, D.C. 20548 

The Honorable Thomas S .  Kleppe 
Adminis t ra tor ,  Small Business Adminis t ra t ion  

Dedr M r .  Kleppe : 

The enc losure  t o  t h i s  l e t t e r  summarizes our  review of  
(1) t he  s e r v i c e s  needed t o  a s s i s t  small  bus inesses  t o  expor t  
and (2) t h e  Government's responsiveness  t o  t hese  needs.  

We he ld  d i scuss ions  wi th  o f f i c i a l s  o f  48 smal l  b u s i n e s s e s ,  
1 0  expor t  management companies (EMCs) ,1 an EMC a s s o c i a t i o n ,  the  
Department of Commerce, t he  Small Business Adminis t ra t ion  
(SBA), and t h e  New York S t a t e  Div is ion  o f . I n t e r n a t i o n a 1  Com- 
merce. We in te rv iewed SBA f i e l d  o f f i c e  o f f i c i a l s  i n  Boston, 
S e a t t l e ,  and San Francisco.  We reviewed records  a t  Commerce's 
Boston f i e l d  o f f i c e  and S B A ' s  Boston r eg iona l  o f f i c e .  We a l s o  
reviewed a number of s t u d i e s  on small  bus iness  e x p o r t s .  

Although many small  firms2 manufacture products  s u i t a b l e  
. f o r  expor t ,  they do not  do s o ,  l a r g e l y  because they a r e  unable 

t o  cope with expor t  d e t a i l s  and/or  a r e  unaware of  overseas  
s a l e s  o p p o r t u n i t i e s .  Both Commerce and SBA have a number o f  
programs designed t o  s t i m u l a t e  small  f irms'  expor t ing ,  b u t  
t hese  have had l i m i t e d  success. As o f  June 1 9 7 2 ,  1 4 7  p r o f e s -  
s i o n a l  s t a f f  members, 6 7  o f  whom were i n t e r n a t i o n a l  t r a d e  
s p e c i a l i s t s ,  were ass igned  t o  Commerce's 4 2  f i e l d  o f f i c e s .  

pea t ed ly  v i s i t i n g  c e r t a i n  companies bu t  no t  reaching  hard-core  
Commerce and GAO found t h a t  t hese  s p e c i a l i s t s  were r e -  

'EMCS handle a number o f  U.S. firms' f o r e i g n  b u s i n e s s ,  u s u a l l y  
on a minimum-retainer-plus-commission b a s i s .  
and s e r v i c e s  p a r t i c u l a r l y  a i d  smal l  companies no t  y e t  ready 
t o  se t  up t h e i r  own expor t  departments.  

b e r  o f  employees. 
t h e  maximum number o f  employees v a r i e s  from 250 t o  1 , 5 0 0 .  

The i r  know-how 

'SBA de f ines  a small  manufacturing f i r m  according t o  t h e  num- 
Depending on t h e  type of product  produced, 
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nonexporters .  O f f i c i a l s  of 2 1  o f  2 2  firms v i s i t e d  by such 
s p e c i a l i s t s  s a i d  t h a t  t he  v i s i t s  r e s u l t e d  i n  no expor t  ac -  
t i o n  because the  s p e c i a l i s t s  d i d  not  provide  the  firms wi th  
pe r sona l i zed  guidance i n  the  va r ious  phases of t h e  expor t  cy- 
c le  and/or wi th  s a l e s  o p p o r t u n i t i e s .  (See pp. 9 t o  10 . )  

Recognizing the  need t o  b e t t e r  s e rve  the  small  f i r m ,  
Commerce r e c e n t l y  r e v i s e d  i t s  f i e l d  o f f i c e  o rgan iza t ion .  Ad- 
m i n i s t r a t i v e  and o p e r a t i o n a l  r e s p o n s i b i l i t i e s  formerly c e n t r a l -  
i z e d  i n  Washington have been d iv ided  among headquar te rs  o f -  
f i ce s ,  s i x  newly e s t a b l i s h e d  r eg iona l  o f f i c e s ,  and e x i s t i n g  
f i e l d  o f f i c e s .  The r e v i s e d  program emphasizeslpersonal a s -  
s i s t a n c e  t o  new-to-export ,  new-to-market firms through f i e l d  
o f f i c e  p r o f e s s i o n a l  s t a f f ,  banks,  EMCs, r e g i o n a l  expor t  ex-  
pansion counc i l s  , chambers of commerce , and o t h e r s .  S p e c i f i c  
goals  have been e s t a b l i s h e d  and monthly progress  r e p o r t s  a r e  
r equ i r ed  t o  be submit ted t o  Washington. (See pp. 1 0  t o  11 . )  

Because t h e  r e v i s e d  program has been ope ra t ing  only a 
s h o r t  t ime,  we d i d  no t  review i t s  e f f e c t i v e n e s s .  I f  p rope r ly  
implemented, however, i t  should i n c r e a s e  f i e l d  o f f i c e  c a p a b i l -  
i t y  t o  provide small  f i rms wi th  r e q u i r e d  pe r sona l i zed  guidance 
i n  expor t  d e t a i l s  and should induce more such f i rms t o  e n t e r  
i n t o  o r  expand expor t  a c t i v i t i e s .  (See pp. 1 0  t o  11.) 

SBA t o  coope ra t ive ly  promote smal l -bus iness  e x p o r t s .  We be-  
l i e v e  t h a t  more e f f e c t i v e  coord ina t ion  wi th  SBA i s  needed. 
Commerce's promotion programs, personnel  resources  , and loan 
funds can be more e f f e c t i v e  i f  SBA's t r a d e  program i s  s t r e n g t h -  
ened. (See pp. 8 t o  9 . )  

Small f i rms  a r e  no t  r e c e i v i n g  informat ion  on s p e c i f i c  
s a l e s  o p p o r t u n i t i e s  f o r  t h e i r  p roducts .  Commerce i s ,  however, 
implementing an automated commercial r e p o r t i n g  system which 
it  hopes t o  have o p e r a t i v e  by September 1973. The system w i l l  
permi t  Commerce t o  match U.S. s u p p l i e r s  wi th  f o r e i g n  buyers 
and more promptly disseminate  overseas  s a l e s  o p p o r t u n i t i e s .  
By inc lud ing  more small  U.S. s u p p l i e r s  i n  t h e  system, Com-  
merce w i l l  be b e t t e r  a b l e  t o  provide more such f i rms wi th  t h e  
d e t a i l e d  market i n t e l l i g e n c e  they need t o  expor t .  (See p .  11 . )  

In  November 1967  Commerce e n t e r e d  i n t o  an agreement wi th  

'F i rms  which, a l though expor t ing ,  have no t  p rev ious ly  expor ted  
t o  t he  p a r t i c u l a r  a r e a  o r  market. 
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A former member o f  t h e  Nat ional  Export Expansion Counci l ' s  
Small Business Advisory Committee and o f f i c i a l s  of  7 of 1 0  EMCs 
v i s i t e d  i n d i c a t e d  t h a t  making s a l e s  o p p o r t u n i t i e s  a v a i l a b l e  t o  
EMCs would he lp  s t i m u l a t e  small  firms' expor t ing .  

Commerce's r e v i s e d  . f i e l d  o f f i c e  o r g a n i z a t i o n  should re- 
s u l t  i n  o u t - o f - o f f i c e  v i s i t s  by t r a d e  s p e c i a l i s t s  focus ing  on 
provid ing  the  types o f  pe r sona l i zed  guidance needed by compa- 
n i e s  t o  e n t e r  i n t o  o r  expand expor t  a c t i v i t i e s .  

mending t h a t  t h e  Sec re t a ry  of Commerce cons ide r  e s t a b l i s h i n g  a 
t r a i n i n g  program on expor t  d e t a i l s  f o r  Commerce and SBA f i e l d  
pe r sonne l ,  bankers ,  r eg iona l  expor t  expansion counc i l  members , 
S t a t e  government personnel ,  and o t h e r s  involved i n  expor t  ex-  
pansion.  

i n t e l l i g e n c e  and s p e c i f i c  t r a d e  leads  t o  expor t  management 
companies which, f o r  t h e  m o s t  p a r t ,  s e r v i c e  sma l l e r  firms. 

To f u r t h e r  enhance Commerce's c a p a b i l i t y ,  we a r e  recom- 

We a r e  a l s o  recommending t h a t  Commerce provide commercial 

To a s s i s t  Commerce, we a r e  recommending t h a t  t h e  Admin- 
i s t r a t o r ,  SBA, cons ider  

--making a v a i l a b l e  t o  Commerce the  s e r v i c e s  of t h e  Serv-  
i c e  Corps of Re t i r ed  Executives (SCORE) and t h e  Act ive 
Corps of Executives (ACE) vo lun tee r s  w i th  experience 
and/or  t r a i n i n g  i n  i n t e r n a t i o n a l  t r a d e ;  

- -p rov id ing  Commerce wi th  informat ion  on small firms i n -  
t e r e s t e d  i n  expor t ing  and t h e i r  product  l i n e s ;  

- - i n s u r i n g  t h a t  firms which i n d i c a t e  i n t e r e s t  i n  expor t -  
i ng  are i n v i t e d  t o  a t t e n d  SBA seminars and workshops on 
fo re ign  t r a d e ;  and 

- -des igna t ing ,  i n  i t s  annual appropr i a t ion  r e q u e s t ,  a 
s p e c i f i c  amount t o  be used t o  make loans t o  smal l  firms 
t o  p a r t i c i p a t e  i n  f o r e i g n  t r a d e .  

A s e p a r a t e  l e t t e r  and t h e  enc losure  a r e  be ing  s e n t  t o  t h e  
S e c r e t a r y  of Commerce. Copies of  bo th  l e t t e r s  and t h e  enc lo -  
s u r e  a r e  be ing  s e n t  t o  the  Senate  Committee on Small Bus iness ,  
t h e  House Permanent Select  Committee on Small Business ,  t h e  
Senate  Commerce Committee and the  House Committee on I n t e r s t a t e  
and Foreign Commerce. 
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We would apprec i a t e  rece iv ing  your comments on any ac t ions  
taken o r  planned on these  mat te rs .  
cuss our review with you o r  with members o f  your s t a f f  a t  your 
convenience. 

We s h a l l  be happy t o  d i s -  

We apprec ia t e  the  cooperation and a s s i s t a n c e  furn ished  t o  
us during t h i s  review. 

S incere ly  yours ,  

V. S t o v a l l  
Mi r e  c t  o r 

Enclosure 
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ENCLOSURE 

INTRODUCTION 

The U.S. b a l a n c e - o f - t r a d e  p o s i t i o n  has d e t e r i o r a t e d  i n  
r ecen t  y e a r s .  In  1 9 7 1  t h e  United S t a t e s  recorded i t s  f i r s t  
t r a d e  d e f i c i t  i n  83 yea r s  when the  value o f  imported f o r e i g n  
goods exceeded t h e  value o f  U.S.  expor t s  by $ 2 . 7  b i l l i o n .  
The d e f i c i t  i n c r e a s e d  i n  1 9 7 2  t o  $ 6 . 8  b i l l i o n .  

The United S t a t e s  has devised  a long- te rm s t r a t e g y  f o r  
achiev ing  t r a d e  equ i l ib r ium,  and t h e  Council f o r  I n t e r n a -  
t i o n a l  Economic Po l i cy  has e s t a b l i s h e d  an expor t  goal  of  $ 1 2 5  
b i l l i o n  by 1980. A s  one means of  meeting t h i s  g o a l ,  Commerce 
e s t i m a t e s  t h a t  a t  l e a s t  4 , 0 0 0  new- to-expor t ,  new-to-market 
f i rms ,  which a r e  n e a r l y  always small  and medium s i z e d ,  must 
be induced annual ly  t o  begin  o r  expand expor t  a c t i v i t i e s .  

The Congress has r epea ted ly  s t r e s s e d  t h e  need t o  encour-  
age smal l  f i rms  t o  expor t .  Since 1968 t h e  Senate  and House 
S e l e c t  Committees on Small Business have i n s t r u c t e d  SBA t o  
emphasize more a program t o  develop s t r o n g  suppor t  f o r  smal l  
businessmen engaged i n  expor t ing  and t o  encourage smal l  b u s i -  
nes ses  t o  e n t e r  t h e  f i e l d .  

The Subcommittee on Government Procurement October 1 9 7 2  
r e p o r t ,  "The Role of U.S.  Small Business i n  Export Trade", t o  
t h e  House S e l e c t  Committee on Small Bus iness ,  s t a t e d :  

"The Government, i n  o rde r  t o  be e f f e c t i v e  i n  i t s  
e f f o r t s  t o  r e s t o r e  t h e  t r a d e  s u r p l u s  p o s i t i o n  of 
t h e  p a s t ,  must encourage smal l  bus iness  firms t o  
e n t e r  t h e  expor t  f i e l d .  The Subcommittee b e l i e v e s  
t h a t  i t  i s  a p p r o p r i a t e  and necessary  f o r  t h e  Gov- 
ernment t o  s e rve  a s  t h e  c a t a l y s t  t o  reduce and 
e l i m i n a t e  o b s t a c l e s  which have f o r  s o  long i n h i b -  
i t e d  smal l  bus iness  e n t r y  i n t o  t h e  expor t  f i e l d .  

"The Subcommittee f i n d s  t h a t  t h e  l a r g e  bus iness  
manufacturer  g e n e r a l l y  has ample c a p i t a l  and f a c i l -  
i t i e s  t o  promote f o r e i g n  t r a d e  and t h e r e f o r e ,  can 
and w i l l  engage i n  expor t ing  r e g a r d l e s s  of any o u t -  
s i d e  a s s i s t a n c e .  On t h e  o t h e r  hand, t h e  smal l  b u s i -  
ness  must o f  n e c e s s i t y  u t i l i z e  whatever s e r v i c e s  
and a s s i s t a n c e  a r e  made a v a i l a b l e  by t h e  Government. 
Without them, i n  most  i n s t a n c e s ,  t h e  smal l  bus iness -  
man i s  unable t o  engage i n  f o r e i g n  expor t ing . "  

The r e p o r t  f u r t h e r  s t r e s s e d  t h a t ,  " to  p re se rve  t h e  eco-  
nomic we l l -be ing  and s e c u r i t y  o f  t h e  Nat ion ,"  Government 
agencies  were t o  "encourage and develop" smal l  bus iness  po ten -  
t i a l  i n  bo th  domestic and f o r e i g n  markets .  

1 
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The Subcommittee s t a t e d  t h a t  w i t n e s s e s  r e p r e s e n t i n g  t h e  
p r i v a t e  s e c t o r  had  t e s t i f i e d  t h a t  Commerce f i e l d  o f f i c e  s t a f f  
t h a t  pe r fo rm v i t a l l y  i m p o r t a n t  work i n  a s s i s t i n g  s m a l l  firms 
t o  conduct  and expand t h e i r  e x p o r t  b u s i n e s s e s  had been c u t .  
The Subcommittee s a i d :  

"Witnesses  have t o l d  t h e  Subcommittee t h a t  t h e  
s m a l l  businessman i s  a b l e  t o  go i n t o  a f i e l d  o f f i c e  
w i t h  a s p e c i f i c  q u e s t i o n  and l e a v e  w i t h  a s p e c i f i c  
answer .  But t h e s e  w i t n e s s e s  s t r e s s  t h e  p o i n t  t h a t  
t h e  s m a l l  bus inessman needs  more t h a n  t h e  answer t o  
a s p e c i f i c  q u e s t i o n ,  more t h a n  t h e  answer t o  a l l  
t h e  q u e s t i o n s  o f  which he  can  p o s s i b l y  t h i n k ;  he 
needs  a c t u a l  and p a t i e n t  gu idance  t o  l e a d  him i n t o  
t h e  e x p o r t  marke t .  The small businessman unex-  

T i o n .  (Under sco r ing  s u p p l i e d . )  

n o t  t h e  answer t o  t h e  problem."  

osed  t o  t h e  world-wide market  needs  p e r s o n a l  a t t e n -  

" C u t t i n g  t h e  s t a f f s  o f  f i e l d  o f f i c e s  i s  s u r e l y  

Commerce has  a l s o  s t r e s s e d  t h e  need  t o  encourage  s m a l l  
b u s i n e s s e s  t o  s e l l  ab road .  I n  June  1 9 7 2  a Commerce o f f i c i a l  
o f f e r e d  t h e  f o l l o w i n g  s t a t e m e n t  d u r i n g  c o n g r e s s i o n a l  t e s t i m o n y :  

" I n  c o n c l u s i o n ,  t h e  Bureau [Commerce's Bureau o f  
I n t e r n a t i o n a l  Commerce (BIC)] f i r m l y  b e l i e v e s  t h a t  
t h e  r o l e  o f  small b u s i n e s s  i n  f o r e i g n  t r a d e  and i n -  
ves tment  must be  i n c r e a s e d .  Small  b u s i n e s s  f irms, 
which r e p r e s e n t  by number o v e r  90 p e r c e n t  o f  t o t a l  
U.S.  manufac tu r ing  companies have t h e  g r e a t e s t  po-  
t e n t i a l  f o r  i n c r e a s i n g  t h e  e x p o r t  b a s e  o f  t h e  U n i t e d  
S t a t e s .  T h i s  i n c r e a s e  i n  t h e  e x p o r t  b a s e  w i l l  p r o -  
v i d e  t h e  i n c r e m e n t a l  e x p o r t s  r e q u i r e d  f o r  a s s i s t i n g  
i n  a c h i e v i n g  a b a l a n c e  o f  payments e q u i l i b r i u m .  I t  
is  t h e s e  same firms t h a t  most need  and can  most 
b e n e f i t  from t h e  s e r v i c e s  p r o v i d e d  by B I C  . I 1  

I n  November 1 9 6 7  Commerce e n t e r e d  i n t o  an agreement  w i t h  
SBA t o  c o o p e r a t i v e l y  promote s m a l l  b u s i n e s s  e x p o r t s .  

We t r i e d  t o  de t e rmine  (1) t h e  t y p e  o f  a s s i s t a n c e  r e q u i r e d  
t o  induce  s m a l l  firms t o  e x p o r t  and ( 2 )  t h e  s u c c e s s  o f  Com- 
merce and SBA e f f o r t s  i n  p r o v i d i n g  such  a s s i s t a n c e .  

2 



ENCLOSURE 

WHAT SMALL BUSINESS NEEDS TO EXPORT 

Although many s m a l l  companies manufac ture  p r o d u c t s  which 
can  be s o l d  i n  o v e r s e a s  marke t s ,  t h e y  do n o t  e x p o r t ,  p r i n c i -  
p a l l y  because  o f  an i n a b i l i t y  t o  cope w i t h  e x p o r t  d e t a i l s  
and /o r  a l a c k  o f  s p e c i f i c  i n f o r m a t i o n  on s a l e s  o p p o r t u n i t i e s .  
I n c r e a s i n g  t h e  number o f  s m a l l  f i r m s  engaged i n  e x p o r t i n g  
w i l l  r e q u i r e  p r o v i d i n g  them w i t h  p e r s o n a l  gu idance  and d e -  
t a i l e d  m a r k e t  i n t e l l i g e n c e .  

SMALL BUSINESS NEEDS 

We used  SBA's Boston r e g i o n a l  o f f i c e  F a c i l i t i e s  Inven-  
t o r y 1  t o  i d e n t i f y  s m a l l  firms i n t e r e s t e d  i n  e i t h e r  b e g i n n i n g  
t o  e x p o r t  o r  i n c r e a s i n g  p r e s e n t  e x p o r t s .  The f i l e  c o n t a i n e d  
t h e  names o f  about  2 , 2 0 0  s m a l l  m a n u f a c t u r e r s  i n  New England 
( e x c l u d i n g  C o n n e c t i c u t ) ,  o f  which 385 had i n d i c a t e d  i n t e r e s t  
i n  e x p o r t i n g .  We s e l e c t e d ,  n o t  on a s t a t i s t i c a l  b a s i s ,  4 8  
o f  t h e s e  companies t o  su rvey .  

I n  c o n t a c t i n g  o f f i c i a l s  o f  t h e  48 f irms, we n o t e d  1 4  
firms whose company managements e i t h e r  b e l i e v e d  t h e i r  p r o d u c t s  
d i d  n o t  have e x p o r t  p o t e n t i a l  o r  s a i d  t h a t  t h e y  were u n w i l l i n g  
t o  e x p o r t .  O f  t h e  remain ing  firms, 2 2  d i d  n o t  e x p o r t  o r  ex -  
p o r t e d  less  t h a n  1 p e r c e n t  o f  s a l e s ;  9 e x p o r t e d  between 1 and 
1 0  p e r c e n t  o f  s a l e s ;  and 3 e x p o r t e d  more t h a n  1 0  p e r c e n t  o f  
s a l e s .  

O f  t h e  above 34 f irms, o f f i c i a l s  o f  31 i n d i c a t e d  t h a t  
t h e i r  firms would beg in  t o  e x p o r t  o r  would e x p o r t  more i f  p r o -  
v ided  w i t h  guidance  and/or  s p e c i f i c  market  i n f o r m a t i o n :  11 
i n d i c a t e d  a need f o r  gu idance  i n  one o r  more phases  o f  t h e  
e x p o r t  c y c l e ;  6 r e q u i r e d  d e t a i l e d  market  i n f o r m a t i o n ;  and 
1 4  s t a t e d  t h e y  needed b o t h .  T h e i r  comments i n c l u d e d :  

- - " I f  some one approached me w i t h  a d e f i n i t e  s a l e s  
l e a d  and t h e  a s s i s t a n c e  t o  make t h e  s a l e  I would 
e x p o r t .  

Con ta ins  i n f o r m a t i o n  on s m a l l - b u s i n e s s  conce rns  hav ing  p r o -  
d u c t i o n ,  c o n s t r u c t i o n ,  and se rv i ce  c a p a b i l i t i e s  t o  meet t h e  
needs  o f  Government p r o c u r i n g  a g e n c i e s  and pr ime c o n t r a c t o r s .  
The f i l e  f o r  each  company c o n t a i n s  a r e g i s t r a t i o n  form which 
i d e n t i f i e s  t h e  f i rm and i n c l u d e s  p e r t i n e n t  i n f o r m a t i o n  i n -  
c l u d i n g  whether  it e x p o r t s  o r  i s  i n t e r e s t e d  i n  b e g i n n i n g  t o  
e x p o r t .  

1 
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--"[The company] does not  expor t  [bu t ]  i s  very i n -  
t e r e s t e d  i n  expor t ing  [and] has had i n q u i r i e s  from 
Germany, France and Ind ia ,  however, due t o  lack  o f  
knowledge i n  t h e  export  f i e l d  we d id  not  fo l low 
them up." 

--"I would l i k e  t o  have Commerce show me how t o  s e l l  
overs  e a s .  '' 

- -" the u t i l i t y  of t h e  commercial i n t e l l i g e n c e  p ro -  
vided by t h e  Department of Commerce depends on 
the  s t a t u s  o f  t h e  f i rm.  I f  a firm i s  small  t h e  
i n t e l l i g e n c e  i s  t o o  voluminous and genera l  and 
not  s p e c i f i c  enough f o r  i t s  needs.  I f  t h e  f i r m  
i s  f a i r l y  success fu l  and could a f f o r d  an aggres-  
s i v e  marketing e f f o r t  t o  promote overseas  s a l e s  
t he  i n t e l l i g e n c e  would be very h e l p f u l .  

--"[Company o f f i c i a l s ]  b e l i e v e  t h e  firm has a good 
product  f o r  expor t ing  and a l l  t h a t  i s  needed i s  t o  
ge t  out and o b t a i n  t h e  o r d e r s .  [They] c u r r e n t l y  
do no t  know how t o  go about i t ."  

--"We simply do not  have the  time t o  l e a r n  expor t -  
ing  on our own." 

Guidance, t o  t h e  small  businessman, means a s s i s t a n c e  i n  
one o r  more phases o f  t h e  expor t  cyc le .  I t  could mean showing 
him how t o  f i l l  ou t  export  documents, t o  con tac t  s h i p p e r s ,  o r  
t o  a r range  f o r  payment. Once shown how t o  perform t h e s e  
t a s k s ,  t h e  firm should have no need f o r  f u r t h e r  a s s i s t a n c e  i n  
t h a t  a r e a .  

Marketing i n t e l l i g e n c e ,  t o  t he  smal l  businessman, means 
informat ion  on e i t h e r  s p e c i f i c  s a l e s  o p p o r t u n i t i e s  o r  names 
of p o t e n t i a l  importers  of h i s  product .  Genera l ly ,  small  b u s i -  
nessmen do not  have the  time o r  resources  necessary  t o  con- 
v e r t  genera l  market d a t a  i n t o  s a l e s .  

Although our s t a f f  members a r e  not  s p e c i a l i s t s  i n  i n t e r -  
n a t i o n a l  t r a d e ,  we d i d  at tempt  t o  a s s i s t  some firms and found 
t h a t  they responded t o  our e f f o r t s  and were w i l l i n g  t o  t ake  
a c t i o n s  on t h e i r  own. Examples f o l l o w .  

Case A. Company A i s  a small  manufacturer (about 100  
e m p l o m o f  p l a s t i c  e x t r u s i o n s .  Founded i n  1 9 4 8 ,  t h e  f i r m  
produces both custom and o f f - t h e - s h e l f  i t ems .  Although Com-  
merce has  c l a s s i f i e d  t h e  f i r m ' s  products  as expor t ab le ,  t h e  
f i r m  does not  expor t  because o f  a lack  o f  time t o  i n v e s t i g a t e  
overseas  markets.  We suggested us ing  an EMC, and, as  a 
r e s u l t ,  company o f f i c i a l s  a r e  c u r r e n t l y  s e l e c t i n g  one t o  r ep -  
r e s e n t  t h e i r  product  overseas .  
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Although Commerce f i e l d  o f f i c e  t r a d e  s p e c i a l i s t s  v i s i t e d  
t h e  f i rm i n  1968 t o  encourage expor t ing ,  company o f f i c i a l s  
d i d  not  r e c a l l  t h e  v i s i t .  In  1 9 6 9 ,  t h e  f i rm  i n d i c a t e d  t o  SBA 
i t s  i n t e r e s t  i n  expor t ing  bu t  was not  con tac t ed  and r ece ived  
no a s s i s t a n c e .  

Case B .  Company E, founded i n  1 9 6 1 ,  manufactures custom- 
made -s and antennas.  The f i r m  expor t s  about 2 0  pe rcen t  
of i t s  s a l e s  and would l i k e  t o  i n c r e a s e  t h i s  amount. 

When we informed company o f f i c i a l s  o f  t h e  v a r i e d  a s s i s t -  
ance Commerce w i l l  provide e x p o r t e r s ,  they v i s i t e d  t h e  Com- 
merce f i e l d  o f f i c e  and obta ined  t r a d e  l i s t s  f o r  s e v e r a l  La t in  
American c o u n t r i e s .  They a r e  c o n t a c t i n g  agents  t o  secu re  
overseas  rep res en t a t  i on. 

I n  1969 ,  t h e  f i r m  i n d i c a t e d  t o  SBA i t s  i n t e r e s t  i n  ex-  
p o r t i n g  bu t  was no t  contac ted  and rece ived  no a s s i s t a n c e .  

Case C .  Company C manufactures f a b r i c a t e d  s t e e l  and 
conc re t e  products .  The company does not  expor t  because t h e  
c o s t  of d e l i v e r i n g  t h e i r  products  t o  t h e  n e a r e s t  p o r t  t h a t  
has r e g u l a r l y  scheduled cargo s h i p  depa r tu re s  makes t h e i r  
p r i c e s  noncompetit ive.  However, when we po in ted  out t h e  
p r o f i t a b i l i t y  o f  expor t ing  and t h e  a s s i s t a n c e  t h e  Government 
provides  t o  would-be e x p o r t e r s ,  t he  company ass igned  a man t o  
i n v e s t i g a t e  the  p o s s i b i l i t y .  He i s  looking i n t o  t h e  f e a s i -  
b i l i t y  o f  expor t ing  t o  Canada by r a i l .  

I n  1 9 7 1 ,  company o f f i c i a l s  i n d i c a t e d  t o  SBA an expor t  
i n t e r e s t  bu t  were not  contac ted  and rece ived  no a s s i s t a n c e .  

E M C s  

Because e s t a b l i s h i n g  an expor t  department c o s t s  an e s t i -  
mated $ 4 0 , 0 0 0  t o  $ 5 0 , 0 0 0 ,  many small  f i rms f i n d  it  economical 
t o  use EMCs.  

An EMC handles  t h e  overseas  bus iness  of s e v e r a l  compa- 
n i e s .  I t s  s e r v i c e s  a r e  ex tens ive  and inc lude  marked r e s e a r c h ,  
promotion, f i nanc ing ,  s e t t i n g  up a d i s t r i b u t i o n  network, and 
f u l f i l l i n g  a d m i n i s t r a t i v e  o b l i g a t i o n s .  I n  s h o r t ,  E M C s  r e l i e v e  
s m a l l e r  manufacturers  of  expor t  d e t a i l s .  

We in te rv iewed o f f i c i a l s  of  1 0  EMCs  and o f  t h e  Nat iona l  
Federa t ion  of  Export Management Companies (NEXCO) t o  o b t a i n  
t h e i r  views on ways t h e  Government can a s s i s t  i n  i n c r e a s i n g  
the  numbers of  small  f i rms exportin 'g.  O f f i c i a l s  of n ine  EMCs  
b e l i e v e  t h a t  many small  f irms, a l though manufacturing prod-  
u c t s  which can be s o l d  overseas ,  do no t  expor t .  They ac -  
knowledge t h a t  such firms f r equen t ly  do no t  understand t h e  
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mechanics of t he  expor t  cyc le  and b e l i e v e  t h a t ,  i f  t h e  Gov- 
ernment provided personal  guidance, U.S .  expor t s  could be i n -  
c reased .  A NEXCO o f f i c i a l  be l i eved  t h a t  small  f i rms have ex-  
p o r t  p o t e n t i a l  bu t  lack  awareness of t h e  importance o f  expor t s  
and t r a i n i n g  i n  expor t  procedures .  

New York's expor t  expansion program 

New York S t a t e  conducts an,  ex tens ive  expor t  expansion 
program, which we d iscussed  wi th  o f f i c i a l s  of t h e  S t a t e ' s  
Div is ion  o f  I n t e r n a t i o n a l  Commerce. One o f  t h e  program's 
most  e f f e c t i v e  methods o f  a s s i s t i n g  f i rms i n t e r e s t e d  i n  s e l l -  
i n g  abroad o r  i n  i n c r e a s i n g  p resen t  export  s a l e s  i s  expor t  ex-  
pansion workshops. A t  t hese  pe r sona l i zed  s e s s i o n s ,  e x p e r i -  
enced i n t e r n a t i o n a l  t r a d e  c o n s u l t a n t s  counsel  manufacturers  
on 'expor t  p r a c t i c e s  and on t h e  whys and hows of expor t ing  
p r o f i t a b l y .  The c o n s u l t a n t s  o f t e n  p r e s e n t  overseas  s a l e s  op- 
p o r t u n i t i e s  f o r  a p a r t i c u l a r  company's products  and cont inue  
t o  assist that company u n t i l  i t  ga ins  s u f f i c i e n t  exper ience  
i n  s e l l i n g  t o  overseas  customers t o  handle  t h e  ope ra t ion  on 
i t s  own o r  through an agent .  

For ca l enda r  yea r  1 9 7 1 ,  New York o f f i c i a l s  e s t ima ted  t h a t  
t h e  program generated $130 m i l l i o n  i n  expor t  s a l e s .  They f u r -  
t h e r  es t imated  t h e  cumulative d o l l a r  volume of expor t s  a t t r i b -  
u t a b l e  t o  t he  program s i n c e  i t s  incep t ion  i n  1 9 6 2  a t  more than 
$800  m i l l i o n .  Although t h e  reasons f o r  t h e  program's success  
a r e  broad based, o f f i c i a l s  b e l i e v e  the  c h i e f  one i s  t h e  p e r -  
sona l  a s s i s t a n c e  provided manufacturers .  

Commerce s tudy  

s tudy  businessmen's awareness o f  and a t t i t u d e  toward expor t ing  
and expor t  promotion. The s tudy  included 788 companies, o f  
which 508 were expor t e r s  and 280 were nonexpor te rs .  Study 
d a t a  showed t h a t  96 pe rcen t  of t h e  nonexporters  were smal l  
firms, according t o  SBA c r i t e r i a .  

In  1 9 7 1  Commerce commissioned a p r i v a t e  r e sea rch  f i rm t o  

The s tudy  found t h a t :  

--A l o w  l e v e l  o f  expor t  consciousness  e x i s t s  among 
small  businessmen. Most  companies t h a t  do expor t  
do s o  on a l i m i t e d  b a s i s  ( l e s s  than 1 0  pe rcen t  of 
s a l e s ) .  

--Small companies ' expor t  l e s s  than l a r g e  companies, and, 
a l though l a r g e  companies a r e  i n c r e a s i n g  t h e i r  e x p o r t s ,  
t he  expor t s  of sma l l e r  companies a r e  s t a t i c  o r  de-  
c r e a s i n g .  
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- -La rge r  companies a r e  gene ra l ly  more aware o f  s p e c i f i c  
Government s e r v i c e s  than a r e  small  companies. More- 
ove r ,  n e a r l y  a l l  o f  t h e  nonexporters  (mostly smal l  
bus inesses )  have had no previous  experience wi th  Gov- 
ernment s e r v i c e s .  

--The l a r g e r  f i rms have used Government s e r v i c e s  the  
most .  The s e r v i c e  used most  o f t e n  i s  pe r sona l  coun- 
s e l i n g  a t  Commerce f i e l d , o f f i c e s ,  which i n d i c a t e s  t h i s  
p a r t i c u l a r  s e r v i c e  i s  t h e  most b e n e f i c i a l .  

--Nonexporters appear t o  be hardcore ;  9 ou t  o f  1 0  have 
no immediate p l ans  f o r  e n t e r i n g  t h e  expor t  market. 
This, group would have t o  be sub jec t ed  t o  an ambitious 
educa t iona l  campaign before  p o s i t i v e  r e s u l t s  could be 
expected . 
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GOVERNMENT EFFORTS TO INCREASE 

SMALL FIRMS' EXPORTS 

Commerce e x p o r t  expans ion  programs have been o f  l i m i t e d  
s u c c e s s  i n  i n d u c i n g  s m a l l  f i r m s  t o  e x p o r t ,  p r i m a r i l y  because  
Commerce f a i l e d  t o  emphasize a s s i s t a n c e  t o  s m a l l  firms o r  t o  
p r o v i d e  t h e  p e r s o n a l i z e d  guidance  and s p e c i f i c  m a r k e t i n g  i n -  
t e l l i g e n c e  which such  firms i n d i c a t e  t h e y  need .  R e c e n t l y ,  
however,  Commerce h a s  begun r e v i s i n g  i t s  f i e l d  o f f i c e  and com- 
mercial i n t e l l i g e n c e  a c t i v i t i e s .  The r e v i s i o n s ,  i f  e f f e c t i v e l y  
implemented,  s h o u l d  a s s i s t  i n  r e s o l v i n g  t h e s e  d i f f i c u l t i e s .  

D e s p i t e  f r e q u e n t  admoni t ions  by t h e  House S e l e c t  Commit- 
tee '  on Small  Bus iness  t h a t  SBA s t r e n g t h e n  i t s  f o r e i g n  t r a d e  
a s s i s t a n c e  t o  U.S. s m a l l  b u s i n e s s e s ,  SBA e f f o r t s  have been 
minimal .  

COMMERCE-SBA COOPERATION 

I n  November 1 9 6 7 ,  because  o f  t h e  s t a t e d  p o l i c y  o f  t h e  
Congress t h a t  SBA c o u n s e l ,  a s s i s t ,  and p r o t e c t  t h e  i n t e r e s t s  o f  
s m a l l  b u s i n e s s ,  SBA s i g n e d  an agreement  o f  c o o p e r a t i o n  w i t h  
Commerce on t r a d e  mat ters .  Th i s  agreement  d e t a i l s  t h e  r e s p o n -  
s i b i l i t i e s  o f  each  agency i n  an a c c e l e r a t e d  e x p o r t  program f o r  
s m a l l  b u s i n e s s .  Under t h e  agreement  SBA w i l l :  

- -Encourage  small b u s i n e s s e s  t o  p a r t i c i p a t e  i n  U.S. com- 
m e r c i a l  e x h i b i t i o n s ,  U.S.  Trade C e n t e r  e x h i b i t i o n s ,  
t r a d e  m i s s i o n s  and t r a d e  c o n f e r e n c e s .  

- - F u r t h e r  emphasize l o a n s  t o  s m a l l  b u s i n e s s  f o r  p a r t i c i -  
p a t i n g  i n  f o r e i g n  t r a d e .  

- -Seek t o  s t i m u l a t e  e x p o r t  t r a d e  i n  i t s  c o u n s e l i n g  and 
a s s i s t a n c e  t o  small b u s i n e s s  and r e f e r  i n t e r e s t e d  p e r -  

* s o n s  t o  Commerce f o r  s u b s t a n t i v e  c o u n s e l i n g .  

- - I n c l u d e  t r a d e  s u b j e c t s  i n  i t s  a d m i n i s t r a t i v e  management 
c o u r s e s  w i t h  p u b l i c  and p r i v a t e  e d u c a t i o n a l  i n s t i t u -  
t i o n s  and b u s i n e s s  a s s o c i a t i o n s .  

A l so ,  Commerce w i l l :  

- -With SBA, develop  p u b l i c a t i o n s ,  a u d i o v i s u a l  a i d s ,  and 
p romot iona l  m a t e r i a l s  on fore . ign  t r a d e .  

- -Channel  s e l e c t e d  f o r e i g n  t r a d e  o p p o r t u n i t i e s  t o  SBA, 
and SBA w i l l  s e e k  t o  encourage ,  e s p e c i a l l y  i n  d e p r e s s e d  
a r e a s ,  j o i n t  v e n t u r e s  i n  t h e  U n i t e d  S t a t e s  Between f o r -  
e i g n  m a n u f a c t u r e r s  o f  s p e c i a l i z e d  goods and s m a l l  
b u s i n e s s  c o n c e r n s .  
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The fol lowing s e c t i o n  d i scusses  Commerce and SBA a c t i v i -  
t i e s  which could meet small  bus iness  needs f o r  (1) pe r sona l  
guidance i n  one o r  more phases o f  t he  expor t  cyc le  and/or  
( 2 )  in format ion  on overseas  s a l e s  o p p o r t u n i t i e s .  

COMMERCE ASSISTANCE 

Personal  s e r v i c e  

Commerce's i n t e r n a t i o n a l  t r a d e  s p e c i a l i s t s  provide  p e r -  
sona l  a t t e n t i o n  t o  i n t e r e s t e d  e x p o r t e r s .  As of June 1 9 7 2  
t h e r e  were 4 2  f i e l d  o f f i c e s  throughout t he  United S t a t e s  and 
Puer to  Rico  c a r r y i n g  out  var ious  Commerce programs , i nc lud ing  
expor t  promotion. O f  t he  1 4 7  p r o f e s s i o n a l s  ass igned  t o  t h e  
f i e l d  o f f i c e s ,  6 7  a r e  i n t e r n a t i o n a l  t r a d e  s p e c i a l i s t s .  The 
s p ' e c i a l i s t s  spend a s u b s t a n t i a l  p o r t i o n  of t h e i r  t ime v i s i t -  
ing  f i rms which manufacture products  Commerce b e l i e v e s  have 
expor t  p o t e n t i a l .  During such v i s i t s  t h e  s p e c i a l i s t s  provide 
genera l  expor t ing  informat ion ,  i nc lud ing  d e t a i l s  o f  Commerce 
programs. 

Commerce t r a d e  s p e c i a l i s t s  had v i s i t e d  2 2  of the  smal l  
f i rms  we reviewed. O f f i c i a l s  o f  a l l  bu t  one of t h e  companies 
s t a t e d  the  v i s i t s  r e s u l t e d  i n  no expor t  a c t i o n s ,  g e n e r a l l y  b e -  
cause t h e  s p e c i a l i s t s  f a i l e d  t o  provide t h e  f i rms  wi th  person-  
a l i z e d  guidance i n  t h e  va r ious  phases of t h e  expor t  cyc le  
and/or  w i t h  d e t a i l e d  s a l e s  o p p o r t u n i t i e s  which such f i rms  i n -  
d i c a t e d  they need t o  expor t .  

In  June 1 9 7 2  a t a s k  fo rce  of r e p r e s e n t a t i v e s  from t h e  Of- 
f i c e  of t he  Sec re t a ry  of Commerce and t h e  Bureaus of Domestic 
and I n t e r n a t i o n a l  Commerce r e l e a s e d  a s tudy  on f i e l d  o f f i c e s .  
Among t h e  s t u d y ' s  major f ind ings  was: 

"Fie ld  Of f i ces  a r e  l a r g e l y  s e r v i c i n g  those  f i rms  
with precommitments t o  expor t .  'Hard c o r e '  nonex- 
p o r t i n g  f i rms a r e  not  be ing  reached a s  e f f e c t i v e l y  
o r  o f t e n  as  planned." 

In  our r e p o r t ,  "Ways t o  Increase  F i e l d  Of f i ce  Contr ibu-  
t i o n s  t o  Commerce's Export Expansion E f f o r t s "  (B-172256, 
Nov. 1 4 ,  1 9 7 2 ) ,  we s t a t e d  t h a t  f i e l d  o f f i c e  e f f o r t s  t o  provide  
i n t e r n a t i o n a l  t r a d e  informat ion  and s e r v i c e s  t o  U.S.  bus iness  
f i rms  needed improvement. We found t h a t  t h e  manner of s e l e c t -  
i ng  f i rms  f o r  f i e l d  o f f i c e  v i s i t s  was poor.  Because of un- 
r e a l i s t i c  gu ide l ines  on t h e  number of v i s i t s  t o  be made, t r a d e  
s p e c i a l i s t s  f r e q u e n t l y '  made r epea t  . v i s i t s  t o  f i rms  wi thout  ade 
qua te ly  cons ide r ing  a c t u a l  need. We recommended t h a t  Commerce 

measuring f i e l d - o f f i c e  e f f e c t i v e n e s s .  
~ c l e a r l y  de f ine  goals  and p r i o r i t i e s  and improve i t s  method o f  
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Revised  f i e l d - o f f i c e  a c t i v i t i e s  

I n  J u l y  1 9 7 2  Commerce's Bureau o f  I n t e r n a t i o n a l  Commerce 
and i t s  O f f i c e  o f  Bus iness  S e r v i c e s ,  Bureau o f  Domestic Com- 
merce,  a g r e e d  t o  engage i n  a c o o p e r a t i v e  e f f o r t  t o  p l a n ,  i m -  

l e m e n t ,  and e v a l u a t e  e x p o r t  programs d e s i g n e d  t o  produce  a : 3 b i l l i o n  i n c r e a s e  i n  e x p o r t s  i n  f i s c a l  y e a r  1973 and a f u r -  
t h e r  s u b s t a n t i a l  i n c r e a s e  i n  f u t u r e  y e a r s .  A d m i n i s t r a t i v e  and 
o p e r a t i o n a l  r e s p o n s i b i l i t i e s  f o r m e r l y  c e n t r a l i z e d  i n  Washing- 
t o n  were d i s t r i b u t e d  among t h e  h e a d q u a r t e r s  o f f i c e ,  s i x  newly 
e s t a b l i s h e d  r e g i o n a l  o f f i c e s  and i t s  f i e l d  o f f i c e s .  S p e c i f i c  
g o a l s  have been e s t a b l i s h e d  and monthly p r o g r e s s  r e p o r t s  a r e  
r e q u i r e d  t o  be s u b m i t t e d  t o  Washington. The t a r g e t  aud ience  
of t h i s  e f f o r t  w i l l  be n e w - t o - e x p o r t ,  new- to-marke t  f i r m s  
which a r e  d h i e f l y  s m a l l  and medium s i z e d .  The v e h i c l e s  t o  be  
used  t o  r e a c h  t h i s  aud ience  i n c l u d e  t h e  1 4 7  i n d i v i d u a l s  o f  t h e  
f i e l d  o f f i c e  p r o f e s s i o n a l  s t a f f ,  banks ,  EMCs,  S t a t e  d e v e l o p -  
ment a g e n c i e s ,  t r a d e  a s s o c i a t i o n s ,  t r a n s p o r t a t i o n  companies ,  
u n i v e r s i t i e s ,  r e g i o n a l  e x p o r t  expans ion  c o u n c i l s ,  chambers o f  
commerce, and c o n f e r e n c e s ,  workshops,  s e m i n a r s ,  m i s c e l l a n e o u s  
i n f o r m a t i o n a l  forms ,  and domes t i c  t r a d e  shows. 

I n  August 1 9 7 2  t h e  f i e l d  o f f i c e s  were a d v i s e d  o f  t h e  
above program and o f  t h e  r e g i o n a l i z a t i o n  o f  f i e l d - o f f i c e  e f -  
f o r t s .  A n a t i o n a l  e x p o r t  m a r k e t i n g  d i r e c t o r  was t o  s u p e r v i s e  
t h e  e f f o r t s  o f  s i x  r e g i o n a l  s a l e s  managers and c o o r d i n a t e  re -  
g i o n a l  programs,  Each f i e l d  o f f i c e  p r o f e s s i o n a l  was t o  be  
a s s i g n e d  a s p e c i f i c  number o f  t a r g e t  i n d u s t r y  f i r m s  and a 
q u o t a  of  e x p o r t  accomplishments  f o r  t h e  y e a r .  

S ince  t h e s e  r e v i s i o n s  were o n l y  r e c e n t l y  implemented,  we 
d i d  n o t  e v a l u a t e  t h e i r  impact .  We b e l i e v e ,  however,  t h a t  i f  
t h e  r e v i s i o n s  a r e  e f f e c t i v e l y  implemented,  t h e y  w i l l  a s s i s t  i n  
i n d u c i n g  s m a l l  firms t o  i n i t i a t e  o r  expand e x p o r t  a c t i v i t i e s .  

Overseas  s a l e s  o p p o r t u n i t i e s  

I n  a d d i t i o n  t o  p r o d u c i n g  numerous p u b l i c a t i o n s  c o n t a i n i n g  
g e n e r a l  s t a t i s t i c a l  i n f o r m a t i o n  on o v e r s e a s  m a r k e t s ,  Commerce 
conduc t s  a Trade O p p o r t u n i t i e s  Program t o  c o l l e c t  and r e p o r t  
s p e c i f i c  o v e r s e a s  s a l e s  o p p o r t u n i t i e s  f o r  U.S .  p r o d u c t s .  The 
program r e l i e s  on U.S. embass ies  and c o n s u l t a n t s  t o  i d e n t i f y  
and r e p o r t  o p p o r t u n i t i e s  t o  Commerce, which t h e n  d i s s e m i n a t e s  
t h e  i n f o r m a t i o n  th rough  i t s  f i e l d  o f f i c e s  and p u b l i c a t i o n s  t o  
b u s i n e s s  firms and t r a d e  a s s o c i a t i o n s .  

I n  o u r  r e p o r t ,  "Ways t o  I n c r e a s e  U.S. Expor t s  Under t h e  
Trade  O p p o r t u n i t i e s  Program" (B-135239, Jan.. 2 8 ,  1 9 7 2 )  , we 
p o i n t e d  o u t  t h e  need f o r  improvement i n  t h e  program. Among 
o t h e r  t h i n g s ,  t h e  r e p o r t  n o t e d  t h a t  f i l e s  f o r  i d e n t i f i c a t i o n  
o f  p o t e n t i a l  U.S. s u p p l i e r s  were i n c o m p l e t e ,  o u t d a t e d ,  o r  
o t h e r w i s e  i n a d e q u a t e .  

1 0  



L Y 

ENCLOSURE 

During t h i s  r ev iew,  o f f i c i a l s  o f  34 of  48  s m a l l  firms 
s a i d  t h e y  had n e v e r  been a p p r i s e d  o f  o v e r s e a s  s a l e s  o p p o r t u n i -  
t i e s  f o r  t h e i r  p r o d u c t s .  Thus,  even though some f i r m s  were 
b e i n g  p rov ided  s a l e s  o p p o r t u n i t i e s ,  a c o n s i d e r a b l e  p o t e n t i a l  
e x i s t s  f o r  g r e a t e r  i n f o r m a t i o n  d i s t r i b u t i o n .  

sys tem,  which i t  hopes t o  have o p e r a t i v e  by September 1973,  
f o r  matching o v e r s e a s  s a l e s  p r o s p e c t s  w i t h  U.S. s u p p l i e r s .  The 
sys tem shou ld  h e l p  t h e  g r e a t e r  number o f  s m a l l  firms i n c l u d e d  
i n  i t  t o  become aware o f  o v e r s e a s  sa les  o p p o r t u n i t i e s .  

Commerce i s  c u r r e n t l y  deve lop ing  an improved computer ized  

O f f i c i a l s  o f  7 o f  t h e  1 0  EMCs we v i s i t e d  i n d i c a t e d  t h a t  
e x p o r t s  c o u l d  be i n c r e a s e d  i f  Commerce were t o  f u r n i s h  EMCs 
w i t h  t i m e l y  s a l e s  o p p o r t u n i t i e s .  They n o t e d  t h a t  l i s t i n g  firms 
manufac tu r ing  p r o d u c t s  w i t h  e x p o r t  p o t e n t i a l  would a l s o  be 
h e l p f u l .  A former member o f  t h e  N a t i o n a l  Expor t  Expansion 
C o u n c i l ' s  Small  Bus iness  Advisory Committee s t a t e d  t h a t  h e  b e -  
l i e v e d  making i n f o r m a t i o n  on t r a d e  o p p o r t u n i t i e s  and p o t e n t i a l  
e x p o r t e r s  a v a i l a b l e  t o  EMCs would be a u s e f u l  t o o l  t o  i n c r e a s e  
s m a l l  f irms'  e x p o r t s .  

SBA ASSISTANCE 

SBA's  f o r e i g n  t r a d e  program has  been s p o r a d i c  and hap-  
h a z a r d .  I t  was e s t a b l i s h e d  i n  1 9 6 1 ,  a b o l i s h e d  i n  1 9 6 5 ,  and r e -  
e s t a b l i s h e d  i n  1 9 6 8  w i t h  one p r o f e s s i o n a l  and no c l e r i c a l  h e l p  
a s s i g n e d .  I n  1969 i t  was s h i f t e d  t o  t h e  t e c h n i c a l  p l a n n i n g  
s t a f f  and had one p r o f e s s i o n a l  a s s i g n e d .  The program today  i s  
v i r t u a l l y  n o n e x i s t e n t .  

P e r s o n a l  s e r v i c e  

SBA has  conducted  f o r e i g n  marke t ing  workshops and semina r s  
a t  which v a r i o u s  e x p e r t s  have p rov ided  i n s t r u c t i o n  on t h e  e x -  
p o r t  c y c l e .  Such a c t i v i t y ,  a c c o r d i n g  t o  SBA o f f i c i a l s ,  h a s  
been of l i m i t e d  s u c c e s s  i n  i n d u c i n g  s m a l l  f i r m s  t o  e x p o r t .  A l -  
though t h e  firms i n c l u d e d  i n  ou r  rev iew had i n d i c a t e d  t o  SBA 
t h e i r  i n t e r e s t  i n  e x p o r t i n g ,  on ly  one o f f i c i a l  had been i n v i t e d  
t o  a t t e n d  an SBA workshop o r  s emina r .  

A s  p r e v i o u s l y  i n d i c a t e d ,  SBA f i e l d  o f f i c e s  m a i n t a i n  l i s t s  
o f  s m a l l  b u s i n e s s e s .  These l i s t s  i n d i c a t e ,  among o t h e r  i n f o r -  
ma t ion ,  firms i n t e r e s t e d  i n  e x p o r t i n g .  These f irms, however,  
were n o t  c o n t a c t e d  t o  de t e rmine  t h e i r  n e e d s ,  and t h e  l i s t s  were 
n o t  r o u t i n e l y  t r a n s m i t t e d  t o  t h e  Commerce f i e l d  o f f i c e  f o r  
fo l low-up .  
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SCORE and ACE 

SBA p r o v i d e s  b u s i n e s s  management c o u n s e l i n g  t o  p r o s p e c -  
t i v e  and o p e r a t i n g  s m a l l  b u s i n e s s  owners.  The c o u n s e l i n g  i s  
c o o r d i n a t e d  by SBA p e r s o n n e l  and f u r n i s h e d  by SCORE and ACE 
v o l u n t e e r s .  The v o l u n t e e r s  a r e  e x e c u t i v e s  from major  i n -  
d u s t r i e s ,  t r a d e  a s s o c i a t i o n s ,  e d u c a t i o n a l  i n s t i t u t i o n s ,  and 
t h e  p r o f e s s i o n s .  Businessmen u s i n g  t h e i r  s e r v i c e s  re imburse  
t h e  v o l u n t e e r s  f o r  o u t - o f - p o c k e t  expenses .  SCORE h a s  1 9 0  
c h a p t e r s  w i t h  o v e r  3 , 0 0 0  members th roughou t  t h e  N a t i o n ;  ACE 
has  about  2 , 2 5 0  members. Although many o f  t h e s e  i n d i v i d u a l s  
have e x p e r i e n c e  i n  f o r e i g n  t r a d e ,  SBA i s  n o t  promot ing  t h e i r  
use i n  t h i s  a r e a .  

O f f i c i a l s ~  o f  8 of  t h e  1 0  EMCs we v i s i t e d  s t a t e d  t h a t  SCORE 
and ACE v o l u n t e e r s  c o u l d  p r o v i d e  s m a l l  firms w i t h  t h e  guidance  
t h e y  need t o  e x p o r t .  Commerce o f f i c i a l s  (1)  f e l t  t h a t  t h e  v o l -  
u n t e e r s  c o u l d  h e l p  s t i m u l a t e  e x p o r t s  o f  small firms and ( 2 )  
s a i d  t h e y  would l i k e  t o  use  them f o r  t h i s  pu rpose .  Approxi-  
mate ly  2 7 5  SCORE v o l u n t e e r s  have s p e c i f i c  i n t e r n a t i o n a l  t r a d e  
e x p e r t i s e .  This  i s  o v e r  f o u r  t imes  t h e  p r e s e n t  number o f  i n -  
t e r n a t i o n a l  t r a d e  s p e c i a l i s t s  s t a f f i n g  Commerce f i e l d  o f f i c e s .  
SBA and Commerce have n o t  worked o u t  t h e  ground r u l e s  f o r  u s -  
i n g  t h e  SCORE p e r s o n n e l  poo l  f o r  t r a d e  m a t t e r s .  

Fo re ign  t r a d e  l o a n s  

I n  i t s  1972 r e p o r t ,  "The R o l e  o f  U.S. Small  Bus iness  i n  
Expor t  Trade ," t h e  Subcommittee on Government Procurement 
s t a t e d :  

"Another major  problem of  t h e  s m a l l  businessman con-  
t e m p l a t i n g  e s t a b l i s h m e n t  o f  e x p o r t  t r a d e  i s  f i n a n c -  
i n g .  The ave rage  s m a l l  businessman does n o t  have t h e  
n e c e s s a r y  cash  a v a i l a b l e  t o  p l a n  and f i n a n c e  l o n g  
range  o v e r s e a s  t r a n s a c t i o n s ;  he must depend a g r e a t  
d e a l  on o u t s i d e  f i n a n c i n g  f o r  h i s  o p e r a t i o n s . "  

Although SBA a g r e e d  t o  emphasize l o a n s  t o  s m a l l  b u s i n e s s  
fdr  p a r t i c i p a t i n g  i n  f o r e i g n  t r a d e ,  SBA has  n o t  s e t  a s i d e  a 
s p e c i f i c  amount f o r  t h i s  purpose  and has  no r e c o r d s  i n d i c a t i n g  
t h e  number and /o r  amount o f  l o a n s  made f o r  f o r e i g n  t r a d e .  
Companies s e e k i n g  funds f o r  e x p o r t i n g  a p p a r e n t l y  havefgeceived 
s p e c i a l  c o n s i d e r a t i o n .  
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CONCLUSIONS AND RECOMMENDATIONS 

CONCLUSIONS 

The d e t e r i o r a t i o n  of t h e  U.S. balance o f  t r a d e  i n  r e c e n t  
y e a r s  has focused a t t e n t i o n  on t h e  need t o  i n c r e a s e  e x p o r t s .  
Because most o f  t h e  approximately 3 0 0 , 0 0 0  smal l  manufactur ing 
companies i n  t h e  United S t a t e s  do n o t  p a r t i c i p a t e  i n  t h e  Na- 
t i o n ' s  f o r e i g n  t r a d e ,  t he  Congress and t h e  execu t ive  branch 
b e l i e v e  t h i s  segment of t h e  bus iness  community i s  most  i n  need 
of Government a s s i s t a n c e .  

Many smal l  firms manufacture products  w i th  p o t e n t i a l  f o r  
s a l e s  ove r seas .  Two important  reasons f o r  t h e i r  f a i l u r e  t o  
expor t  a r e  t h a t  they  e i t h e r  (1) l ack  knowledge on expor t  de- 
t a i l s  o r  ( 2 )  a r e  unaware of overseas  s a l e s  o p p o r t u n i t i e s .  I f  
t h e  Government wants t o  i n c r e a s e  t h e  number of smal l  f i rms  en-  
gaged i n  f o r e i g n  t r a d e ,  i t  w i l l ,  t o  a g r e a t e r  e x t e n t ,  have t o  
d i r e c t  i t s  expor t  promotional a c t i v i t i e s  toward such f i rms .  
The Government w i l l  have t o  emphasize and e x h i b i t  i t s  c a p a b i l -  
i t y  t o  provide  pe r sona l  a s s i s t a n c e  i n  a l l  phases  o f  t h e  expor t  
cyc le  and make small  firms aware of  s p e c i f i c  overseas  s a l e s  op- 
p o r t u n i t i e s  f o r  t h e i r  p roduc t s .  

Commerce i s  t h e  p r i n c i p a l  Government agency r e s p o n s i b l e  
f o r  expor t  expansion programs, and it  has agreed t o  coopera te  
wi th  SBA t o  s t i m u l a t e  expor t s  of small  b u s i n e s s e s .  We found 
t h a t  n e i t h e r  agency was p rov id ing  t h e  r e q u i r e d  type of  a s s i s t -  
ance t o  smal l  firms having expor t  p o t e n t i a l .  
s t a n c e s ,  those  firms which i n d i c a t e d  t o  SBA an i n t e r e s t  i n  
expor t ing  were n o t  con tac t ed  t o  determine t h e i r  problems and 
t h e i r  i n t e r e s t  was not  communicated t o  Commerce. When Com- 
merce t r a d e  s p e c i a l i s t s  v i s i t e d  f i r m s ,  they  l e f t  gene ra l  expor t  
in format ion  which company o f f i c i a l s  s t a t e d  was of l i t t l e  va lue .  
Although such informat ion  may be u s e f u l  t o  l a r g e  f i rms  having 
expor t  departments ,  smal l  firms do n o t  have t h e  r e sources  o r  
e x p e r t i s e  necessary  t o  convert  genera l  market i n fo rma t ion  i n t o  
s a l e s .  

I n  most  i n -  

O f f i c i a l s  o f  EMCs w e  v i s i t e d  i n d i c a t e d  t h a t  r e c e i v i n g  
t imely  informat ion  on t r a d e  o p p o r t u n i t i e s  would be of  a s s i s t -  
ance.  

Many SCORE and ACE vo lun tee r s  have exper ience  i n  f o r e i g n  
t r a d e ,  and Commerce b e l i e v e s  they  could p l ay  an impor tan t  r o l e  
i n  s t i m u l a t i n g  expor t s  o f  smal l  f i rms .  

SBA has no t  s e t  a s i d e  a s p e c i f i c  amount o f  loan  funds t o  
be used by smal l  bus inesses  which wish t o  p a r t i c i p a t e  i n  f o r -  
e ign  t r a d e .  
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RECOMMENDATIQNS 

Personal  s e r v i c e  

To enhance i t s  r e v i s e d  f i e l d - o f f i c e  program of expor t  
guidance t o  small  f i rms ,  w e  recommend t h a t  Commerce cons ide r :  

- - e s t a b l i s h i n g  a t r a i n i n g  program encompassing a l l  a s -  
p e c t s  of  t h e  export .  c y c l e ;  'and 

--making such t r a i n i n g  a v a i l a b l e  t o  SBA f i e l d  pe r sonne l ,  
bankers ,  r eg iona l  expor t  expansion counc i l  members, 
S t a t e  Government pe r sonne l ,  and o t h e r s  involved i n  ex-  
p o r t  ma t t e r s .  

To a s s i s t  Commerce i n  s e r v i c i n g  l a r g e r  numbers of  smal l  
f i rms ,  we rcommend t h a t  t he  Adminis t ra tor ,  SBA cons ide r  

- -p rov id ing  Commerce wi th  informat ion  on small  f i rms  i n -  
t e r e s t e d  i n  expor t ing  and t h e i r  product  l i n e s ;  

- - i n s u r i n g  t h a t  firms which i n d i c a t e  i n t e r e s t  i n  e x p o r t -  
ing  a r e  i n v i t e d  t o  a t t e n d  SBA seminars and workshops on 
fo re ign  t r a d e  ; 

ACE vo lun tee r s  having experience and/or  t r a i n i n g  i n  i n -  
t e r n a t i o n a l  t r a d e ;  and 

--making a v a i l a b l e  t o  Commerce the  s e r v i c e s  o f  SCORE and 

- - d e s i g n a t i n g  i n  r eques t ing  i t s  annual a p p r o p r i a t i o n ,  a 
s p e c i f i c  amount t o  be used t o  make loans  t o  smal l  firms 
t o  p a r t i c i p a t e  i n  f o r e i g n  t r a d e .  

Sa les  o p p o r t u n i t i e s  

Commerce r e c e n t l y  began implementing an automated com- 
merc ia l  r e p o r t i n g  system which i t  hopes t o  have o p e r a t i v e  by 
September 1 9 7 3 .  This system w i l l  permit  Commerce t o  match 
U.S. s u p p l i e r s  wi th  fo re ign  buyers and more promptly d issemi-  
n a t e  overseas  s a l e s  o p p o r t u n i t i e s  t o  U.S .  s u p p l i e r s .  I f  SBA 
provides  Commerce wi th  recommended informat ion  on smal l  f i rms  
i n t e r e s t e d  i n  expor t ing  and on t h e i r  product  l i n e s ,  t h e s e  f i rms 
can be inco rpora t ed  i n  t h e  automated system. 

We recommend t h a t  Commerce provide i t s  commercial i n t e l l i -  
gence and s a l e s  o p p o r t u n i t i e s  t o  EMCs,  which, f o r  t h e  most p a r t ,  
s e r v i c e  small firms. Such informat ion  should '  s t i m u l a t e  EMCs 
t o  more a c t i v e l y  s o l i c i t  c l i e n t s .  




