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REAUTHORIZATION OF THE EXPORT-IMPORT
BANK OF THE UNITED STATES

THURSDAY, MAY 17, 2001

U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,
SUBCOMMITTEE ON INTERNATIONAL TRADE AND FINANCE,
Washington, DC.

The Subcommittee met at 2:30 p.m., in room SD-538 of the Dirk-
sen Senate Office Building, Senator Chuck Hagel (Chairman of the
Subcommittee) presiding.

OPENING STATEMENT OF SENATOR CHUCK HAGEL

Senator HAGEL. Let me call the Subcommittee to order.

We have a number of distinguished, enlightened, didactic wit-
nesses today and we are most grateful.

The Subcommittee on International Trade and Finance meets
today for an important hearing on the reauthorization of the Ex-
port-Import Bank, commonly referred to as the Ex-Im Bank. The
Ex-Im Bank was last authorized in 1997, for a 4-year term that
expires September 30 of this year.

The Ex-Im Bank is an important component of U.S. economic
and international policy. It helps U.S. companies get their products
and services to customers overseas. It helps new exporters get
started in the global marketplace. The Ex-Im Bank also sustains
relations between the United States and struggling countries that
rely on U.S. products and services. Such relations encourage the
sharing of democratic ideas and the rule of law. Exports facilitated
by the Ex-Im Bank support jobs in America. Some of our witnesses
today will tell what these exports mean to their employees.

The Ex-Im Bank’s role as a stabilizing influence during periods
of economic instability is also important to recognize. Ex-Im
emerged relatively unscathed from the Asian-Russian financial cri-
sis of 1997-1998. For the 2-year period ending September 1999,
Ex-Im paid guarantee and insurance claims totalling $1.5 billion.
Ex-Im helped keep trade going between Asia and the United States
during the crisis when no commercial banks would take the risk.

The Export-Import Bank is an independent U.S. Government
agency that is charged with financing and promoting exports of
U.S. goods and services. It was established over 65 years ago to
match officially supported foreign competition and fill financing
gaps in order to maximize support for U.S. exports and contribute
to the promotion and to the maintenance of U.S. jobs. By targeting
financing gaps and officially supporting competition, Ex-Im Bank
supports sales that might otherwise not have gone forward. These
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additional export sales expand or maintain employment in sectors
where jobs are both among the highest paid in the economy and
have extensive “multiplier” effects on the U.S. economy.

To accomplish its goals, Ex-Im uses its authority and resources
to assume commercial and political risks that exporters or private
financial institutions are unwilling, or unable, to undertake alone.
It also overcomes maturity and other limitations in private-sector
export financing and it assists U.S. exporters to meet foreign, offi-
cially sponsored, export credit competition. It provides guidance
and advice to U.S. exporters and commercial banks and foreign
borrowers.

Ex-Im Bank financing helped facilitate more than 2,500 U.S. ex-
port sales in fiscal year 2000. The Bank authorized $12.6 billion in
loans, guarantees, and export credit insurance supporting $15.5 bil-
lion of U.S. exports to markets worldwide. Ex-Im Bank financing
supports small businesses, the production of environmentally
friendly goods and services, energy production, and high-tech inno-
vations. In fiscal year 2000, nearly 575 million of U.S. agricultural
commodities, livestock, and foodstuffs were assisted by Ex-Im Bank
financing.

For example, some companies in Nebraska, a small State, middle
of the country, important

[Laughter.]

Senator BAYH. Just to pick one at random.
[Laughter.]

Senator HAGEL. You will have your turn here.
[Laughter.]

Indiana always vies with Nebraska, or Nebraska with Indiana,
for the popcorn capital of the world championship. And you have
the last word on that, I think.

Senator BAYH. I wish we could vie for the NCAA football cham-
pionship.

[Laughter.]

Senator HAGEL. Well, thank you. I might add, volleyball as well.

Let’s see. Where were we? Back to business.

Lozier Store Fixtures of Omaha is among the companies receiv-
ing financing that supports the sale of grocery store equipment and
furnishings, and transport equipment to Cameroon.

The Administration has sent a request to Congress to reauthor-
ize the Bank’s charter for 4 years with no changes from its current
operating procedures. Through two hearings, this Subcommittee
will review Ex-Im Bank’s issues and determine how to respond to
the Administration’s request. This first hearing includes private-
sector witnesses. The second hearing will follow at a later date
with the Administration’s witnesses. This first hearing will focus
on the experiences of large and small companies doing business
with Ex-Im and on how Ex-Im impacts the companies’ ability to
compete with bidders from other countries.

There is no doubt that Ex-Im has helped companies export where
commercial banks would not. However, there are legitimate ques-
tions of what can be done to improve the Bank’s effectiveness to
meet new challenges. These challenges include competition from
foreign companies that receive export credit agency financing out-
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side of the OECD Arrangement rules on tied aid, term limits, and
interest rate subsidies.

Another topic we need to examine includes the procedures that
an exporter faces to prove that it is meeting the local content re-
quirements. Of course, a significant question in all of our minds is
what impact a 25 percent budget cut will have, if any, on Ex-Im’s
ability to meet its charter goals.

To discuss these and other issues, we have an impressive group
of witnesses here today. Before we hear from our witnesses, I
would ask my friend and colleague, the Ranking Democrat on this
Subcommittee, Senator Bayh, of the great State of Indiana, for any
comments he wishes to share.

Senator Bayh.

OPENING STATEMENT OF SENATOR EVAN BAYH

Senator BAYH. Thank you, Mr. Chairman.

I want to thank my friend, Chuck Hagel, for his leadership in
calling us together today on this reauthorization issue. Senator
Hagel and I have worked together on a variety of other issues. We
hail from the same part of the country, the great Midwest, and
have been able to forge some bipartisan cooperation on issues like
this when that spirit has too often been lacking around this institu-
tion. So it is good to be with you again today, exploring this impor-
tant issue. And we will settle questions about popcorn and athletics
and things like that in another venue.

I want to thank all of our witnesses for their time in joining us
here today. I know some of you have traveled a great distance.

In particular, I want to thank Mr. McKenna, who we will be
hearing from. I have known Tom for many years. He is the head
of Indiana’s Department of Commerce, and doing a wonderful job
in helping to create investment and promote job creation in our
State. I hope that Mr. McKenna will share with us the really laud-
atory track record that he, the administration, and our State have
established in terms of promoting exports, and how important that
is in creating good quality, high-paying Hoosier jobs.

Tom, I want to thank you for your time. Please give my regards
to Governor O’Bannon.

I also want to thank Terry Straub. We make many things in our
State, in the agricultural sector, the automotive sector, pharma-
ceuticals, consumer electronics, insurance, banking, and a variety
of others. But we make more steel than in any State in the United
States of America. We are proud of that fact.

Mr. Straub will share with us some of the competitive factors
that exist internationally and, in particular, some of the challenges
faced by steelmakers in a very competitive environment.

Terry, I want to thank you as well. Your institution is repre-
sented in our State. You are national in scope. But we are proud
of your location and involvement in the State of Indiana.

Senator Hagel, very briefly, this is a timely hearing because, as
you mentioned, many are questioning whether we should reauthor-
ize the legislation that provides for the Export-Import Bank.

Some people favor a pure model of economics which would view
the Export-Import Bank as essentially a subsidy of some kind that
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would be unnecessary in the give and take of free markets and a
free economy.

My own view is that while that is with some merit in terms of
economic theory, we don’t live in a theoretical world. We live in the
real world. And we have to focus very carefully upon what it takes
to enable our country to compete and to level the playing field, par-
ticularly at a time when many of our foreign competitors have ef-
forts like this that assist their industries with their exports. I think
it is important that the United States not unilaterally disarm.

Second, at a time when our trade imbalance is so large, that over
time, this is going to threaten the vibrancy of our economy, we
must do everything we can to close that gap, in particular, by pro-
moting exports. Of course, we need to do this in the right kind of
way. And in some of the questions I will ask in just a few moments,
I will explore this in greater depth.

But there have been instances in which the Export-Import Bank
has lent its support to exports that have helped foreign companies
with a track record, indeed, ongoing investigations into whether
they were engaged in the illegal dumping into domestic markets.

The Export-Import Bank has a standard that is supposed to be
enforced for assessing whether there is adverse impact to the do-
mestic economy from the activities that they are supporting.

I understand, Senator Hagel, that we had assurances from the
recently departed Chairman, Mr. Harmon, that he was going to
look into how the Ex-Im Bank implements the adverse impact test
and was also going to report to the relevant Committees, this one
in particular.

And I intend to hold those who will soon be taking over the reins
of the Bank responsible for fulfilling the pledges of Mr. Harmon be-
cause I think it is important that we not inadvertently assist those
who are engaged in illegal trade practices. I think that is very, very
important. So this is something that I intend to follow very closely
with further questioning. But, again, I want to thank our witnesses
for being here today.

My personal belief is that the Ex-Im Bank is important. We need
to continue its function and make sure that it enforces its own reg-
ulations and in so doing, benefit the American economy as it was
intended to do.

Thank you, Mr. Chairman.

Senator HAGEL. Senator Bayh, thank you.

Senator Miller.

OPENING COMMENTS OF SENATOR ZELL MILLER

Senator MILLER. I don’t think I have anything to add at this
time, except to say that this Southerner from the struggling State
of Georgia is glad to be here with my colleagues from the Midwest.
I would like to welcome all of our witnesses today and apologize if
I get up and leave. I may have to leave in a few minutes because
I have some CEQO’s from Georgia that I have to talk with about a
little economic development, if you don’t mind.

But it is good to have all of you here and I will try to get back.

Senator HAGEL. Senator Miller, thank you very much. It is al-
ways uplifting to have the Georgia finesse that Senator Miller
brings to the Committee.
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Let me quickly introduce each of our witnesses and then ask you
to please proceed and offer your testimony.

We will first hear from Mr. Peter Bowe, President, Ellicott Ma-
chinery Corporation International. Ellicott is a small company that
manufactures dredges for every use, including environmental waste
clean-up, beach restoration, mining and land reclamation. In his 17
years at Ellicott, he has held the position of Treasurer, Vice Presi-
dent, General Manager, and Member of the Board of Directors.

Following Mr. Bowe, Mr. E. Robert Meaney, Senior Vice Presi-
dent, International, Valmont Industries, Incorporated. Valmont is
an Omaha-based manufacturing company with global activities and
infrastructure in water management. Prior to joining Valmont, in
1994, Mr. Meaney spent 20 years at Continental Can Company in
various positions, including General Manager, Korea; Vice Presi-
dent, Asia Pacific; and President of Continental France.

We will then hear from Mr. Dean R. Dort II, Vice President,
International, of Deere & Company. His responsibilities include
international marketing and foreign market development for all
Deere machines and services throughout the world. Mr. Dort has
been with Deere for over 20 years. Prior to being with Deere, Mr.
Dort served as a Federal criminal court judge.

Next, we will hear from Mr. Darin P. Narayana, President, Bank
One International Corporation. Mr. Narayana oversees interna-
tional banking services to small, medium, and large corporations
and financial institutions in the United States, as well as overseas.
Prior to this position, Mr. Narayana was Executive Vice President
for Norwest Bank World Holding Company.

Then we will hear from Mr. Terrence D. Straub, Vice President
of Governmental Affairs, USX Corporation. Mr. Straub joined USX
in 1981. Prior to that he served in Congressional affairs in the
White House. He is responsible for the international trade policy
issues affecting the corporation. He currently serves on the Board
of Directors of the Center for National Policy and is on the Advi-
sory Committee of the Ex-Im Bank.

Mr. Thomas McKenna, who you have already been introduced to
by Senator Bayh. Mr. McKenna is Executive Director of the Indi-
ana Department of Commerce. Mr. McKenna received a law degree
in 1974 from Notre Dame and soon became the Deputy Prosecuting
Attorney in LaPort County, Indiana. He has worked at the Na-
tional Steel Corporation and Browning Investments. Mr. McKenna
also served the Lieutenant Governor of Indiana as an Executive
Assistant in charge of Operations.

Mr. Fred Bergsten, Director, Institute for International Econom-
ics, is with us this afternoon. Mr. Bergsten has been the Director
of the Institute since its creation in 1981. He has also served in the
Competitiveness Policy Council, the U.S. Treasury, the National
Security Council, Brookings Institutions, the Carnegie Endowment
for International Peace, and the Council on Foreign Relations.

Gentlemen, we welcome you. We appreciate you taking the time
to be here and share your thoughts and views with us.

I would ask each of you, if you could, to keep your opening re-
marks limited to somewhere between 5 and 7 minutes because we
would really like to get into some of the specifics of your testimony
and thoughts.
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Mr. Bowe, we understand that you have to leave here shortly. So,
we will ask you to begin. Please proceed.

OPENING STATEMENT OF PETER A. BOWE
PRESIDENT, ELLICOTT MACHINERY
CORPORATION INTERNATIONAL AND
LIQUID WASTE TECHNOLOGY
ON BEHALF OF THE
U.S. CHAMBER OF COMMERCE

Mr. BowE. Thank you for accommodating that.

Mr. Chairman, thank you for the invitation to appear before the
panel today. My name is Peter Bowe, and I am offering this testi-
mony for Ex-Im Bank renewal on behalf of the U.S. Chamber of
Commerce, and on behalf of two small companies I run as Presi-
dent—Ellicott International of Baltimore and Liquid Waste Tech-
nology of Wisconsin.

The subject today really should not be renewal of Ex-Im Bank,
but rather its expansion—and how its export programs can be
made more competitive. We should be considering not how Con-
gress can attempt to legislate export financing guidelines for the
world, but how to deal with the realities of the aggressive practices
of export credit agencies from other countries which understand
how important exporting is to their economy. Allow me to say what
Ex-Im Bank does well.

First, the concept of delegated authority, whereby Ex-Im Bank
lets private sector banks issue loan commitments on its behalf, is
a great idea and should be expanded. This is especially appropriate
for small businesses, which may find the task of dealing with
Washington-based bureaucrats daunting.

Second, Ex-Im Bank’s program to support standby letters of cred-
it for bid bonds is innovative and should be continued. My company
Ellicott has found this program effective in overseas transactions.

Third, Ex-Im Bank has a small business working capital pro-
gram, which means that the Bank recognizes that the needs of
small businesses can be different, and has dedicated staff trained
to understand these needs.

One further positive comment. Ex-Im’s staffing of an office in
China shows that it has the ability to act strategically, recognizing
where the potential for export growth is greatest and the impact
of financing can make the most difference.

But there are a few areas where Ex-Im Bank can improve its
value to small business exporters.

First, it needs to reduce its exposure fees, which on a per-trans-
action basis, sometimes compare unfavorably to foreign competi-
tion. For example, we have a Vietnamese customer which says that
it can finance its purchases from us on its own cheaper than Ex-
Im Bank. That should not be the case.

Second, Ex-Im Bank is often too slow to respond in those cases
where Ex-Im staff response is required. Ellicott lost a million dollar
sale in India because of an untimely ability to deliver a firm pro-
posal to a contractor customer who needed to mobilize for a job in
hand. I have heard the same comments from members of the Small
Business Exporters Association, of which I also am a Director. I be-
lieve more Ex-Im staff may be required to solve this problem.
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Third, Ex-Im Bank’s requirements for U.S. content have tradi-
tionally been far more restrictive than what other export credit
agencies allow. While I understand that the objective of Ex-Im is
to create export-related jobs, one must often be willing to give up
a piece of the pie to get any pie at all. By contrast, Canada’s Ex-
Im Bank equivalent would say that a CAT engine bought from a
Canadian CAT dealer is 100 percent Canadian content, even if
built in Peoria. And that freight arranged through a Canadian
freight-forwarder is 100 percent Canadian content even if the item
is shipped on a non-Canadian flag vessel. As Commerce gets more
global and sourcing more international, it becomes increasingly
more difficult to achieve Ex-Im’s local content requirements.

No doubt a major problem for Ex-Im is Congressional mandates.
Besides content rules, these mandates include unilateral trade
sanctions and, perhaps most important of all, too strict a policy ob-
jective of avoiding losses through credit decisions about foreign
buyers and exposure fees designed to generate income.

I note the Chairman’s comment about no losses in the Asian cri-
sis. Perhaps Ex-Im should have had more losses if it had really
been taking some risks to get some transactions going.

Small business has special constraints here compared to big busi-
ness. Typically, small businesses are limited to production in one
or two American plants. They cannot move that production to meet
customer financing requirements. By contrast, multinationals with
many factories often can move sourcing to a factory in a host coun-
try where superior export financing may be available.

Small businesses, as well as large businesses, complain about the
use of tied aid by foreign countries. The U.S. continues to fail to
come to grips with this problem. Our policy has been occasionally
to engage in matching tied aid with the intent of dissuading its use
by others such as France, Germany, or Japan, rather than accept-
ing its use by those who consider it to be a legitimate export tool.
A country as small as Holland can boast about $500 million of ex-
ports to China through a 10-year mutual collaboration based on the
so-called ORET financing program. The Chinese acknowledge the
need to buy from Dutch suppliers in using this program.

I should add that the Dutch ORET requires less Dutch content
for the special financing that they offer than Ex-Im Bank requires
in standard Ex-Im Bank loan offers.

Our company recently lost a $15 million project for Bangladesh
where Ex-Im was unwilling to even consider making a proposal due
to the per-capita income status of the country, even though we had
evidence in advance of the Dutch loan offer. Within the last year
we can see that our two Dutch competitors have received orders
worth about $30 million based on this ORET-type financing for
markets such as Bangladesh, China, and Vietnam. Such financing
typically uses a 35 percent grant element.

Our current understanding is that the U.S. Treasury has re-
stricted any further use of the Ex-Im Bank “war chest” to match
tied aid loans. Even in an era of matching, Ex-Im is still oriented
toward what I call the “dead body” approach. That means that the
evidence required to justify a matching loan is burdensome, and
sometimes, the only truly convincing evidence is the lost contract—
the “dead body.”
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A further problem with the tied aid issue has been the technical
interpretation of what is a “matching” proposal. In one case where
we did receive a tied aid match and got a contract, Ex-Im actually
forced us to “dumb down” our superior product by deleting environ-
mental features so that our proposal was no better than our com-
petition’s. In other words, we had to have an exact technical speci-
fication match. This also delayed project implementation by a year.

Staff has asked me to elaborate a bit further on the tied aid issue
and some flaws that I see from its implementation perspective.

Our approach to tied aid is totally defensive—we are trying to
stop others from doing it. The recipients of tied aid from other
countries like to get it, not surprisingly. So when we come in there,
we are not the white knight. In fact, we are usually unwelcome, as
parties who are interfering with the normal commercial dealings
between two consenting parties.

From the side of the American exporter, it is almost like having
to start a 100-yard dash, but you are not allowed to start the race
until you can prove that the other guy has already started, and you
don’t have much time to catch up. So everything has to be in place
before you can come in at the last minute. And usually at that
point, the competing parties really don’t want to see you.

Despite these issues, it is frankly inconceivable to think of an ex-
port world without an Ex-Im Bank. It is also hard to imagine how
Ex-Im can function in any practical way with a budget cut of the
magnitude of the one proposed by the Administration. The real
question should be—how much more Ex-Im Bank can and should
do, especially in a continuing strong dollar era, and how much
more resources it needs.

I close with a sober note.

Last week, the CEO of a major independent power producer
based in Baltimore told me that all of its major equipment vendors
are now foreign-based, in part, because of the superior financing
programs from their host governments.

A world without Ex-Im is likely to be one where strategic indus-
tries such as power plant equipment makers adapt to the changing
market environment by sourcing all of their production where fi-
nancing is available on terms attractive to them. That is how the
world works. It is not only unrealistic but also dangerous to think
it can be changed unilaterally through American legislation.

Thank you.

Senator HAGEL. Mr. Bowe, thank you.

Mr. Meaney.

OPENING STATEMENT OF E. ROBERT MEANEY
SENIOR VICE PRESIDENT, INTERNATIONAL
VALMONT INDUSTRIES, INC.

Mr. MEANEY. Mr. Chairman and Members of the Subcommittee,
my name is Robert Meaney, I am Senior Vice President of Valmont
Industries. We manufacture center pivots for irrigation and poles
for the electric utility industry, the highway and street lighting in-
dustry, and for supporting telecommunication structures.

I will give you a few more details about my company. First, it
is a $900 million company listed on the Nasdaq, headquartered in
Omaha, Nebraska. We have 5,500 employees, two-thirds of whom
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live in the United States. We have 31 manufacturing locations
around the world, located in eight of our States in the United
States and 11 foreign countries. We are the largest producer of cen-
ter pivots in the world and also the largest producer of poles in the
world.

Our overseas markets include France and Japan, developed
countries, and also developing countries like Brazil, China, Mexico,
and many of the countries of Sub-Saharan Africa.

One very good example of the importance of our products is, I
think, the center pivot. Our company was the first manufacturer of
center pivots approximately 50 years ago. It is a large machine
that goes in circles. It makes the circular patterns that you see in
the Midwest. It is a technology which saves about half of the water
used in irrigation.

As you might know, 66 percent of the fresh water in the world
is used by irrigation. So if you are going to conserve water in this
time of water crisis, the best place to start is on large farms. And
center pivots save half the water applied on the large farms.

We have had an international business for many years, and, in
the last 7 years, we have really established a global network of
small facilities that manufacture the large bulky parts of the center
pivot. These facilities have been very successful, and they have en-
abled us to add quite a bit of export sales to our facilities in Valley,
Nebraska and in McCook, Nebraska, and San Antonio, Texas, and
add jobs in those facilities as well.

About 1997, we started to look at the potential for center pivots
in China because we had read, of course, like most people, about
the water crisis, especially in the north of China, ranging all the
way from the west to the east. We had read that the Yellow River
does not reach the sea for 5 months a year. And we started a mar-
keting program in China.

We focused on the northeast of China, where there are very large
farms and a fairly arid climate. But also, in the center of China,
Gansu Province, Inner Mongolia, Ningsha Province. And then also,
way out in the west of China, in Xinjiang Province, which is half-
way to Moscow, a huge province, seven times the size of Nebraska.

We had some moderate success. We have a good infrastructure
in China as a company because we have a very successful pole-
manufacturing operation in Shanghai, actually. It has been finan-
cially successful and we have a good pool of talent to help with the
other product line. That has been a very good plant for our U.S.
business, too. It has enabled us to expand our market share in the
Asia Pacific region by making us more competitive. And we have
become the leading supplier of telecom structures for cellular an-
tennas in China from that plant.

In any case, we worked on the center pivot development in
China. But a curious thing happened in 1999. We learned of a
large order obtained by an Austrian competitor, a very small pivot
manufacturer, who really are not even in the pivot market some of
the time. So it was very surprising to us, considering that 60 per-
cent of all the center pivots in the world, of which there are
300,000, are supplied by companies from Nebraska. In fact, 40 per-
cent are supplied from our brand, Valley.
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We investigated this and found that the Austrian producer had
obtained this $5 million order, which is a big order for the center
pivot business, especially in a developing market and a new mar-
ket, by offering tied aid financing. The terms were 25 year loans
at 2.95 percent interest with 5 year grace periods. We went back
and discussed this with the Commerce Department people in
Bejing and the Ex-Im people in Bejing and in Washington and
judged that we were qualified to apply for the Tied Aid Willingness
to Match program.

We put together an application. We worked very hard with the
Ex-Im Bank staff, who were very helpful and knowledgeable. We
put together the application and filed it, and it was considered at
the February Ex-Im Bank board meeting. Then we were advised at
the end of March that the application had been denied.

Of course, we were very disappointed. We had worked very, very
hard. We have no comment on whether their decision was right or
wrong because we are not a frequent user of Ex-Im Bank facilities.
But we had invested a lot of our valuable time in this that we
could have been investing in other things, obviously.

Needless to say, after the Austrian company obtained their sec-
ond order, which our application was intended to match, they ob-
tained a $3 million order.

Since then, we have been working hard to continue to market
our product. The Austrians have basically established their brand
as the reference, however, even though they are a very small com-
pany. And in China, whoever establishes that first entry has a
great advantage.

Also since that time, we have actually put together a small pro-
duction joint venture for western China. We have established a
fmodel farm. We have continued our seminars and visiting the large

arms.

The Austrian company has done nothing to support their prod-
uct, which for us is evidence that, in fact, it was the tied aid financ-
ing that got them the deal.

These are the facts of the situation on that incident. I will say
that we offer them as a constructive example of what can go wrong.

As a company, Valmont has long supported the mission of the
Export-Import Bank and we believe that support for the Bank
should be continued. We do believe that the Tied Aid Willingness
to Match program should be streamlined and should be applied
more consistently.

On the other hand, having gone through it, we realize that the
Ex-Im Bank and the United States should have a weapon like this
to cancel out the unreasonable subsidies that are provided by many
other countries for their exports.

This is my testimony, so thank you very much.

Senator HAGEL. Mr. Meaney, thank you.

I suspect, Senator Bayh, that you have some of those Valmont
center pivots in Indiana.

Senator BAYH. We do.

Senator HAGEL. It makes your corn grow strong and tall. Very
high yields.

Mr. Meaney, thank you for your testimony as well.

Mr. Dort.
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OPENING STATEMENT OF DEAN R. DORT II
VICE PRESIDENT INTERNATIONAL
DEERE & COMPANY
ALSO ON BEHALF OF
THE NATIONAL FOREIGN TRADE COUNCIL AND
THE COALITION FOR EMPLOYMENT THROUGH EXPORTS

Mr. DoRT. Thank you, Mr. Chairman and Senator Bayh. I am
Dean Dort, Vice President International for Deere & Company. You
may know us better as “John Deere”—the premier producer of agri-
cultural equipment, or the company of choice that harvests that
popcorn that is under apparent dispute within the Subcommittee.

Mr. Chairman, 164 years ago, a Vermont blacksmith moved
west, invented a plow that not only turned the world’s best topsoil,
but it also helped turn our country into an economic powerhouse.
That invention, incidentally, began Deere’s journey to today, where
\éve rank among the oldest industrial companies in the United

tates.

Besides the world’s most technologically advanced farm equip-
ment, we manufacture sophisticated construction, timber har-
vesting, lawn care, work-site products, and also engines and parts.

We have a commercial credit company that ranks in the list of
the top 25 lenders in the United States. We deliver and manage
health care for 3,000 companies, including our own.

Deere’s Special Technologies Group provides electronics-related
products and services from information management systems to
wireless communications.

In short, Mr. Chairman, we create smart and innovative solu-
tions in the form of advanced machines, services, concepts for cus-
tomers on the farm site, the work site, and the home site, and we
do it globally.

Today, I have been asked to speak for the members of the Na-
tional Foreign Trade Council and the Coalition for Employment
through Exports. The membership of these two organizations in-
cludes not only America’s major exporters, but also many smaller
companies that aspire to that size and to that scope.

Mr. Chairman, I travel a lot in my work. I carry not one, but two
U.S. passports that bulge with visas. And most of those are for the
largely cashless countries of the world, particularly the CIS.

Bob, I have also been to Xinjiang Province in China.

That travel, gentlemen, has taught me a lot about the global
marketplace and what it takes to compete successfully in it.

One thing I have learned is Deere, as the only major U.S.-owned
and controlled company manufacturing and marketing a full range
of ag equipment, Deere is in a unique position to capture a market
for U.S.-produced machines.

Yes, I said capture a market, not capture market share.

The countries of the CIS are in desperate need of machines to
plant, to nurture, and to harvest badly needed crops. What is left
from the CIS 1990 machine park is far below the numbers needed
to meet their harvest potential. And there is no longer a viable do-
mestic industry in place to manufacture those machines.

This is not a secret. Our competitors are headquartered in Italy
and Japan, in Germany, and elsewhere. They have strategic goals
similar to our own. They also have the backing of their country’s
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well-funded, aggressive export credit agency. We can compete and
we can win against the companies. But we cannot compete success-
fully against the countries.

Another lesson learned is that today’s customers are looking for
more than just machines. They are looking for solutions to the
challenges they face. The key challenge, of course, is paying for the
equipment. In fact, it can be said that the company that brings the
financing, as Peter quite clearly pointed out to us earlier, often gets
the deal.

The United States is behind in supporting U.S. exporters and
their workers, not only in these cashless markets, but others as
well. For example, the Export Credit Agencies like the U.S. Ex-Im
Bank around the world provided approximately $500 billion of
credit for exports in 1998. That is the latest official figures.

Japan provided nearly $140 billion that year. France provided
about $50 billion. The United States ranked seventh on that list,
at $13.8 billion, behind the Netherlands and just ahead of Spain.

Allow me to provide a specific example of what we face each day
in the market.

Deere has been working in China for decades. We recently made
a sale in Western China that positions us to do much more for that
region. The sale was facilitated by the Ex-Im Bank of the United
States. The financing, of course, was arranged by us through a
major money center bank at world market rates—an OECD re-
quirement—and it was over 5 years.

One of our competitors in this important break-through deal for
us was a Finnish company. Through a quasi-official Export Credit
Agency there, the financing they offered was zero percent interest
over 10 years with 3 years’ grace. Naturally, we nearly lost that
deal. But our superior product and what we could do in support of
the machines after the sale led to our success.

Bob talked about that a moment ago.

However, our supply of those U.S.-produced machines was al-
ways in question because of financing.

Gentlemen and ladies, I have also learned that the importance
of trade is not something that is only appreciated by management
and shareholders. It is fully understood by another key stakeholder
in the success of our enterprise—those who hold the jobs these
sales support. Officials from the United Auto Workers of America—
the UAW—have joined me and other Deere managers in visiting
your colleagues, the Administration, and others, in urging that the
Ex-Im Bank support sales to countries like Russia and the repub-
lics of Central Asia.

My written statement, and doubtless, the statements of others on
this panel and elsewhere, refute the sound bite of corporate welfare
in great detail, complete with numbers showing the profitability of
the Bank, and the returns it generates to the Treasury from the
fees and interest that exporters pay.

Let me just say here that the $700 million of product that Deere
has delivered to the CIS and other cashless markets in the last 5
years would not have been produced by the UAW or anyone else
in the United States without the participation of the Ex-Im Bank.

The beneficiaries of the work of the Ex-Im Bank’s able staff and
the leadership, however, are worthy of your consideration. Those
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beneficiaries include the American taxpayer, American workers,
and, yes, of course, American exporters. They also include people
all over the globe for whom modern technology offers a more hope-
ful future.

In conclusion, we submit that the Bank should be rechartered for
a minimum of 5 years at full levels of funding. Now is not the time
to do less. In the words of Senator Hagel, in a recent floor speech
on the importance of trade—“Let’s not squander this opportunity.”

Thank you for this opportunity and I am happy to answer any
questions.

Senator HAGEL. Thank you.

Senator Bayh has just acknowledged the strong finish with that
quote.

[Laughter.]

Thank you for your astute observation, Mr. Dort.

Senator BAYH. Ending on a high note to Mr. Dort.

[Laughter.]

Senator HAGEL. Mr. Narayana.

OPENING STATEMENT OF D.P. (DARIN) NARAYANA
PRESIDENT
BANK ONE INTERNATIONAL CORPORATION
ALSO ON BEHALF OF THE
BANKERS’ ASSOCIATION FOR FINANCE AND TRADE

Mr. NARAYANA. Thank you, Mr. Chairman and Senators. I appre-
ciate the opportunity to be here.

I am representing Bank One Corporation, which is the fifth larg-
est bank in the country in terms of assets. We are in 12 States,
from the Midwest up to the West Coast and Arizona. We have
about 20,000 exporters in our region, of whom we work with about
7,000 of them in our bank. We are working on the other 13,000
exporters.

I am also here representing the Bankers’ Association for Finance
and Trade, an organization dedicated to international business,
and has been so for a long time.

Being the only banker on the panel, if you will, there are some
observations that I would like to make. You have my written testi-
mony, but I would like to just speak from some informal notes I
made here.

In my role, I see about 300 to 400 exporters every single year
and I travel to the potential buyers abroad. The trends in the in-
dustry are the following.

Exports are among the fastest-growing segments of the American
economy. People should realize that. The dream of all of us would
be that the United States reach in terms of its percentage of ex-
ports as part of GDP to the levels of other OECD countries.

Emerging markets are a huge market for our products and they
need capital. Emerging markets need capital. The buyers in emerg-
ing markets—I was with some in Brazil last week, for example,
they focus on total cost of importing, including financing and cost
of the foreign currency. Our strong dollar has not been of much
help to exporters.

The other thing we observe is that multinational corporations are
increasingly sourcing their product from various countries where
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there are subsidiaries, depending on where the financing is most
easily available because financing is critical to make a sale happen.

I agree with my colleagues here that have testified to that effect.

When we in banking look at financing, we look at more than Ex-
Im. We don’t start with Ex-Im per se because Ex-Im is not the fast-
est, easiest, and always the best. So we look at other options as
well. But Ex-Im Bank for us is an incredibly useful option to exam-
ine. As somebody noted, Ex-Im Bank’s financing is $14 billion. Our
exports are a trillion dollars. So it is not like the rest of it is being
financed by some other agencies. A lot of private sector financing
happens.

Essentially, Ex-Im Bank is an interesting, important option for
us to have.

The tough competition that our exporters face, I think it is the
toughest I have seen in the 30 years I have been in this business
with Norwest Bank and now with Bank One. I used to prowl the
streets of Nebraska and the Dakotas and Wisconsin and Illinois
and Indiana in search of business.

The thing is that among the exporters, it is critically important
we compete with other ECA’s, which are far more aggressive than
we are. You heard that ad nauseam here today.

The point is that with things like market windows and other
things that they are coming up with, it is interesting how they are
coming up with financing. We keep wanting evidence—it is very
difficult to get evidence until after the fact, as Peter said here a
few minutes ago.

So the thing that I find about Ex-Im Bank’s role in helping ex-
ports is the following:

First is that it is a great help to small- to medium-sized export-
ers. It is a lifeline. What people don’t realize is that when small
exporters have an export transaction, one of the organizations that
they think about very quickly is Ex-Im Bank. It has a great brand
name. We must recognize that. I will give you a couple of examples
on this.

The second matter is that Ex-Im Bank also empowers United
States exporters.

The third point is Ex-Im Bank for us in commercial banking is
a lender of last resort. I give the example here of a company in Mil-
ford, Indiana, called CTB Corporation. They export to Kazakhstan
and there is no way that any commercial bank would finance
Kazakhstan, financing for multiyear. Without Ex-Im Bank, that
transaction would not have gone through.

Similarly, CTB also had a couple of transactions to Venezuela
that Bank One financed using Ex-Im Bank. Venezuela, as you
know, has been a risky country for many banks for a multiyear
basis because of all the uncertainty in Venezuela. And Ex-Im Bank
steps in and supports it.

The Ex-Im Bank was the only game in town when Korea was in
trouble. When they had that huge debt and their currency was im-
ploding, Ex-Im Bank stepped up and supported it. We financed
companies in Ohio and in Indiana and in Illinois using Ex-Im Bank
at the time as a bridge until Korea got better. Then we went on
our own.
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The Ex-Im Bank is a lender of last resort. It is also a catalyst
for financing in the sense—I will give you an example.

We financed a $40 million export transaction to China about 3
months ago, Bank One did. It was for a company in Milwaukee, GE
Medical. Ex-Im Bank’s portion was $10 million. We provided $30
million, for a total of $40. Without Ex-Im’s $10 million, that trans-
action would not have happened. They were a critical part of that
facility. They acted as a catalyst in that transaction.

Now, you may say, why don’t you always do that? Why don’t you
get Ex-Im for 25 percent or 30 percent?

There are some countries where we cannot take any risk at all
because we don’t have the critical mass, like an insurance program
where you have the loss averages and so forth, whereas, the Ex-
Im Bank has that. Another thing is that Ex-Im Bank is an incre-
mental resource.

There is a company in Louisiana called Almond Brothers. This
company has been in business for 50 years. In 1990, their exports
were like 5 percent of their total sales. In 1999, they were over 90
percent. Ex-Im Bank provided Bank One with the support on a
working capital program and performance letters of credit. The
chairman of Almond Brothers said, without our Ex-Im programs,
we would not have been able to expand and create the jobs.

In the city where this company is located, called Coushatta, Lou-
isiana, this company is the largest employer. You talk in the parish
in Louisiana about Ex-Im Bank, they will brag about it. It is a
wonderful story. I think it is very important to understand that.

Even in countries like Mexico, we did a financing for a company
in Grand Island, Nebraska, called Chief Industries. Chief Indus-
tries is a leader in some of the things it does, including providing
agricultural support systems and so forth.

There was a transaction in Mexico for multiyear that we used
Ex-Im Bank to finance. In that case, Ex-Im Bank was critical to
get the kind of pricing we needed to be competitive in the market.

We do not consider Ex-Im Bank as a subsidizing organization. Its
fees are not exactly very low. If anything, I think Ex-Im Bank is
quite expensive.

The other thing is that everybody says it is a large exporter-
friendly organization. It is. But at the same time, show me a large
exporter and I will show you a lot of subcontractors below that.

In the GE Medical case in Wisconsin, there were a number of
companies along the way in the State of Wisconsin that supported
the export sale.

In risk-taking, Ex-Im Bank, I think we find it to be quite con-
servative at times. It almost acts like a commercial bank, which is
good from the standpoint of U.S. taxpayers because it is a pretty
responsible organization. And it is an organization that works with
the private sector extremely well in the United States.

It is critically important that we support Ex-Im Bank’s charter
for a 5-year period, hopefully. I strongly endorse it on behalf of the
Bankers Association for Finance and Trade and Bank One.

Thank you very much.

Senator HAGEL. Mr. Narayana, thank you.

Mr. Straub.
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OPENING STATEMENT OF TERRENCE D. STRAUB
VICE PRESIDENT, GOVERNMENTAL AFFAIRS
USX CORPORATION

Mr. STRAUB. Thank you, Mr. Chairman. I am pleased to be here
with you and with Senator Bayh, a good friend of the producers of
American steel and the working men and women in the American
steel industry.

I am Terrence D. Straub. I am Vice President of USX Corpora-
tion. My remarks this afternoon, Mr. Chairman, are submitted on
behalf of USX Corporation, which is the parent company of U.S.
Steel, and a company which has followed the activities of the Ex-
Im Bank very closely over many years.

Recently, I have also been privileged to be appointed a member
of the Ex-Im Bank’s Advisory Committee. In that capacity, I look
forward to working with the Ex-Im Bank’s Board of Governors to
develop policies that will continue to foster global economic growth
and to create increased export opportunities for U.S. businesses.
USX strongly supports policies which seek to open foreign markets
to American-produced goods and services.

There are some concerns on our part, however, that I would like
to present in my testimony today. My concerns rest on a simple
core point. We believe it does not make sense for the United States,
or any other nation for that matter, to facilitate or subsidize the
expansion of capacity to produce any major commodity which is al-
ready in massive world oversupply. To do so will inflict great harm
on all world producers of that commodity leading to loss of revenue,
falling prices and cashflow and, in the extreme, the collapse of the
producers themselves.

Witness the American steel industry today, of which I speak.

This is precisely the situation in which we find ourselves today
in the steel industry. I won’t repeat the points made in the written
testimony submitted for this hearing by the American Iron and
Steel Institute. We support the proposition that the Ex-Im Bank’s
provision of funding to produce still more steel in a world market
which has the capacity to produce nearly 300 million tons more
than it needs, which, just by way of reference, Mr. Chairman, that
is three times the annual output of the U.S. industry alone. We
think that doesn’t make economic or political sense.

Indeed, U.S. Government economic policy, which is based on the
fundamental principle that free markets should dictate the flow of
capital, should not subsidize increased production of a product
when there is already an oversupply of that product. The hundreds
of millions of tons of foreign steel overcapacity, and the misguided
policies by foreign governments that led to this overcapacity, was
well documented by the Department of Commerce in its report
issued last year: Global Steel Trade—Structural Problems and Fu-
ture Solutions.* And with your permission, Mr. Chairman, I would
like to submit a copy of that for the record. It is one of the finest
pieces of work our Government has done on a nonpartisan, un-
biased, and a nonideological basis I think in many, many years of
studying the problems of world steel trade done by some profes-

*Held in Committee files.
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sional career folks who spent almost 2 years collecting evidence
worldwide and pulling it together for the report.

Let me cite a real-life example of the problem I am talking about.
Last year, the Ex-Im Bank decided to provide export financing to
support a steel project in China by the Benxi Iron and Steel Com-
pany which would add a million and a half tons to the company’s
capacity. This investment clearly further aggravated the foreign ex-
cess capacity problem. It did not make economic sense, of course,
but exacerbating this problem is that our own Department of Com-
merce found just last month that this same producer, Benxi, has
been dumping their exported steel into the United States market
at margins greater than 65 percent. Promoting U.S. exports just
simply cannot be at the cost of American jobs. In other words, the
Ex-Im Bank should review its existing policies to make certain that
it not only promotes U.S. exports, but that it also makes certain
that other U.S. industries are not adversely affected by imports
arising from the Ex-Im Bank investment. This clearly did not occur
in the consideration of the loan to Benxi Iron and Steel Company.

USX understands the value of exports. I think we sell a good
amount of steel to the gentlemen’s company sitting on either side
of me here, a good deal of which go into export markets. We are
strongly supportive of that, just to be clear. We export steel our-
selves, and we sell through our subsidiary, USX Engineers and
Consultants, a business that we value highly and which w