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The attached memo describes the Cabinet Council
high technology study. It was prepared in early
November and is now being revamped in preparation for
a meeting next week of the Cabinet Council on

Commerce and Trade.
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’ N CCCT High Technology Study )
S _
ciimet: Outline of the background, objectives, scope, and
v isation of the propesed CCCT high technology study.

poraanis

I. PRATHEGRIUND
.&. hich technology industries contributc significantly and

: nately to UL8. export performance and to growth in
tvoand the dorestic cconony. It is conservatively
estimatel that 23 peorcent of the domestic production of high
technoloay industrics was exported in 1980. Moreover, high
techrology industries provide critical support to our national
defense.

Many foreign governments recognize <he importance of high technology
industries to their plans for ccononic growth and to their paticonal
sccuri.y.  nccordingly, tney have souaht to foster development ot
such industries by interferring witn the operation of normal market
forces to ensure special treatment of high technology industries
through preferential tax policies and intervention in capital
markets. Foreign trade an¢ investment policies have also been
adjusted to accommodate thase efforts.

There is growing concern that ™.S. high technology industries will
be at an unfair competitive @isacdvantage as a result of these
policies and that they may suffer substantial injury and loss cof
international markcts over the next sevcral years.

To better understand the compatitive position and probable future
ourse of these industries we propose that the CCCT direct a study
on the outlook for U.S. high technology industries in the world

+ CONoOny.
™he following outlines the objectives, scope, and organization of
the study.

II. OBJECTIVE!

7o determine the capability of U.S, hich toshrzloss induziries o
maintain a Jeading position in the face of increazingly strong

foreign competition.

To identify the probable cconomic and national security consequencer
from any projected loss of preeminonce in the high technology arca.
Fo cvaluate possible U.S, Government policy responses if the stady
resuilts o in oconclusions that ane oY more high technology indus:ricgs
faces a significant threat.
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ITI. SCOPE

The study will be an assessment of the ability of key U.S. high
technology industries to maintain competitive viability in the
current and projected international cconomic environment. The core
of the analysis will be a ceomparison of the technological state of
the art botween ULS. industries and their foreign competitors, an
assccanent of the importance of high technology industries to
overall U.S. economic performance, and the effect of macroeconomic
and technological factors and government policies on the future
competitive viability of the U.S. high technology industries.

The industries studied would be chosen on the basis of their
significance to the economy as a whole, the advanced state of the
technolocy invelved, and their importance to our national secur:ty.
These industries will include semiconductors, aerospace, computers,
telecommunications, industrial control systems, robotics, and other
appropriate industry segments.

The technological origin of the industries will be studied, with
particular emphasis on the role of government intervention. The
government/high technology sector relationship will be analyzed both
generally and as it applics to spacific industries in Japan,
Germany, the United States and other key countries. Factors to be
studied will include government financial support, including R&D
funding, the effect of regulation and tax policies on performance,
the influence of antitrust policies, and the government role in
regulating market access. The study will also compare formal and
informal trade barriers, implementation of the MTN codes, the effect
_of foreign subsidization on third market penctration, and U.S.
export disincentives.

The study will also cover industry structures and trends, including
capital formation, costs, strengths, and profitability, the degree
of integration and concentration of industries, and R&D programs.
The U.S. labor situation in high technology industries will be
compared to those abroad. The study will look at future influence
vf key skilis in the labor force, labor force motivation,
comparative productivity, and management techniques.

The study will draw conclusions on the consequences to our national
security and to the U.S. cconomy as a whole from any projected loss
of competitiveness in key high technology arcas. The extent to
which U.S. military procurement may become dependent upon foreign
scureas for critical supnlics and technology is an arca of
particuiar concern. Surge capacity of U.S. industry, industrial
mobilization, and diversion of technology will also be covered,

I{ the study determines that one or more segments of our high

technntony sector {ace a sianificant threat, possible U.S. policy
reet oo, Both denno s lie and international, will be evaluatced.
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IV. STUDY ORGANIZATIO: - C - e e o

The study will be organized to ensure quality results, soeed of
cormplation, and case of gaining acceptance by the CCCT. These

. criteria can best bho met by assembling e small working group (3 to 5

persons) of the highest caliber experts on high technology
industries and the economy chosen from among the various agencies
within the U.S. Government. The staff of the working group will be
cotailed from their agencies to work full time on the project.

The working group will take its mandate from the CCCT and report
directly to it. Central staff direction will be provided by a
single person designated by the CCCT, with proven expertise in the
aree and the ability to devote almost full time to the project.

Agencies with interest and responsibility in the areas covered by
the study will be asked to participate by making available to the
working group, as nceded, their data, resources, analyses of issues
ancd {ull cooperation. These agencies will be requested to appeint a
contact person who can coordinate assistance from the agency to the
worxing group. The staff director may convene interagency groups to
provide guidance on policy issuecs affecting the study. The report
wili be circulated in draft form to cach member of the CCCT for
comment prior to its formal presentation to the CCCT. The study
will be completed within 129 days after 1its commencement.
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