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Mr. ROCKEFELLER, from the Committee on Commerce, Science, and
Transportation, submitted the following

REPORT

[To accompany S. 3084]

The Committee on Commerce, Science, and Transportation, to
which was referred the bill (S. 3084) to increase the competitive-
ness of United States businesses, particularly small- and medium-
sized manufacturing firms, in interstate and global commerce, fos-
ter job creation in the United States, and for other purposes, hav-
ing considered the same, reports favorably thereon with an amend-
ment (in the nature of a substitute) and recommends that the bill
(as amended) do pass.

PURPOSE OF THE BILL

The purpose of S. 3084, as amended, is to assist U.S. businesses
that are interested in exporting their products but do not otherwise
have the resources or know-how to pursue international opportuni-
ties on their own. The bill would, first, increase the activities and
personnel resources of the Department of Commerce (Department)
to enhance its ability to carry out its mission to promote U.S. ex-
ports and allow the Department to increase coordination with
States working on similar efforts. Second, the bill would increase
funding for export grants available to industry associations and
other non-profit institutions. Third, the bill would require the De-
partment to consider export potential as a factor when reviewing
applications for manufacturing grants and innovation grants. Fi-
nally, the bill would require the Secretary of Commerce to report
to Congress within 90 days of the date of enactment on the tariff
and nontariff barriers to trade imposed by Columbia, South Korea,
and Panama.
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BACKGROUND AND NEEDS

In 2008, the share of gross domestic product (GDP) resulting
from U.S. exports reached 12.7 percent—its highest level since
1916. In 2008, the country exported approximately $1.7 trillion in
goods and services and the Department estimates that these ex-
ports supported 10.3 million jobs. Based on these figures, a new job
was created for every $165,000 increase in export sales.

Despite America’s strong export sector, the U.S. has not come
close to realizing its full export potential according to international
trade experts.! Less than one percent of U.S. businesses engage in
exporting, and nearly 60 percent of these companies only trade in
one foreign country. Moreover, exports account for a smaller pro-
portion of American GDP than other leading exporting nations.

DEPARTMENT OF COMMERCE’S INTERNATIONAL TRADE
ADMINISTRATION

Export promotion in the U.S. involves an array of efforts by busi-
nesses, trade associations, and Federal, State, and local govern-
ment offices. Within the Federal government, 20 different agencies
are responsible for trade promotion activities, which are connected
through a Trade Promotion Coordinating Committee (TPCC)
chaired by the Department. The main export promotion efforts at
the Department are conducted by the International Trade Adminis-
tration (ITA).

The ITA’s trade promotion efforts are spearheaded by the United
States and Foreign Commercial Service (USFCS or Commercial
Service), a subdivision of ITA that has trade specialists in 109 U.S.
cities and in 77 countries. Trade specialists in these offices assist
U.S. exporters at every step of the export process, including market
research, overseas advertising, and in locating foreign buyers, dis-
tributors, and business partners. The three priorities of the Com-
mercial Service are: 1) increasing the number of U.S. companies
that export overseas; 2) helping smaller companies expand to new
export markets; and 3) assisting exporters to overcome hurdles in
foreign markets.

Export assistance often takes the following forms:

e Matchmaking and Counseling. The Commercial Serv-
ice’s trade specialists often recommend that U.S. companies de-
velop a partnership with an overseas agent or distributor and
facilitate the creation of such relationships. For example, trade
specialists will contact a group of pre-screened overseas busi-
nesses and then narrow that list based on the specific needs
of the U.S. company. This work is done before a company
makes a trip overseas, saving it time and money.

e Trade Missions. In 2008, the Commercial Service sup-
ported trade missions to 27 overseas markets, with 420 U.S.
companies participating. Such missions introduce U.S. export-
ers to potential foreign buyers, locate agents and distributors,
identify joint venture partners, and facilitate introductions
with foreign government officials.

1See, for example, the testimony of Liz J. Reilly, U.S. Chamber of Commerce, before the Sen-
ate Committee on Commerce, Science and Transportation, October 6, 2009.
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¢ Commercial Diplomacy and Advocacy. In certain
cases, the U.S. government will weigh in on behalf of a U.S.
company with a foreign government to assist in resolving a
trade issue. These services can be particularly useful for firms
exporting to emerging markets.

In 2008, the Commercial Service assisted 426 U.S. companies
that had previously never exported goods, and assisted in more
than 3,000 transactions for firms that were exporting products to
new markets. More than 80 percent of the 12,000 export trans-
actions facilitated by the Department in 2008 were reported by
small- and medium-sized businesses. The Department reports that
these efforts support more than $67 billion in exports. Despite this
success, the Commercial Service has lost approximately 200 em-
ployees since 2004 due to attrition and budgetary constraints. S.
3084 would direct the Department to replace those lost workers
over the next five years, subject to appropriations.

THE DEPARTMENT OF COMMERCE’S EXPORTECH PROGRAM

Developed in 2006 as a pilot program by the Manufacturing Ex-
tension Partnership (MEP) and various other Federal and State
agencies, ExporTech assists U.S. companies in developing a cus-
tomized export plan. The companies meet for three one-day ses-
sions over a three-month period, and, in between sessions, partici-
pants work with ExporTech counselors on developing their export
plans. Throughout the program, experts are brought in to provide
information and guidance to enable companies to accelerate their
export plans and speed their products to market. In the final work
session, a panel of experienced business professionals reviews each
participating company’s export growth plan and provides feedback.
One of the keys to ExporTech’s success is that it customizes each
program to the participant’s export needs. Each workshop includes
a maximum of eight participating companies, allowing it to provide
sufficient time and attention to each company’s specific challenges.

Since 2006, ExporTech has conducted 23 workshops with 180
companies. The average return on investment for these companies
is approximately 100:1. S. 3084 would provide $11 million to allow
ExporTech to expand its service offerings nationwide.

THE DEPARMENT OF COMMERCE’S MARKET DEVELOPMENT
COOPERATOR PROGRAM (MDCP)

Under MDCP, the ITA awards grants to support projects that en-
hance the competitiveness of U.S. manufacturing and service in-
dustries. MDCP grants establish partnerships between the Depart-
ment and non-profit industry groups to fund long-term export pro-
motion activities. Past award recipients have included trade asso-
ciations, State departments of trade, regional associations of trade
and economic development, chambers of commerce, and non-profit
industry organizations. These groups are particularly effective in
reaching small- and medium-sized U.S. businesses that the Depart-
ment would likely not otherwise encounter. To qualify for a grant,
an applicant must pledge to pay a minimum of two-thirds of the
project cost and to sustain the project after the MDCP award pe-
riod ends.
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The ITA has awarded MDCP grants since 1993. On average the
program has generated $134 of exports for every Federal dollar in-
vested. Since 1997, the MDCP has helped U.S. industry generate
over $2.9 billion in exports. S. 3084 would authorize $15 million for
new MDCP export promotion grants.

SUMMARY OF PROVISIONS

S. 3084, as reported, would direct the Department, subject to ap-
propriations, to increase by approximately 200 the number of its
employees whose primary responsibilities involve export promotion.
The bill would further authorize $25 million over five years to the
Department to be spent on improving export promotion for rural
businesses. Additionally, the bill contains a Sense of the Senate
section urging the Department to work closely with the States and
enter into agreements with State trade agencies on export pro-
motion to extend the reach of the Department’s export promotion
efforts. The bill would also require the Secretary to report to Con-
gress on the tariff and nontariff trade barriers imposed by Colum-
bia, South Korea, and Panama within 90 days of the date of enact-
ment.

In order to increase exports in the short term, the bill would au-
thorize $30 million to be used by the Department to expand efforts
by current U.S. exporters and $11 million to be used by the MEP
to expand the ExporTech program. The bill would also authorize
$15 million to be used by the MDCP for export promotion grants.
In total, the bill would authorize $81 million to the Department to
improve its export promotion programs and direct it to increase
staff levels by 200 personnel over five years.

Finally, the bill would allow for additional criteria to be used in
determining MEP and the Technology Innovation Program (TIP)
awards. Such expanded criteria would include whether an applica-
tion has significant potential for enhancing the competitiveness of
srlnall- and medium-sized U.S. manufacturers in the global market-
place.

LEGISLATIVE HISTORY

On October 6, 2009, Senator Klobuchar held a hearing in the
Subcommittee on Competitiveness, Innovation, and Export Pro-
motion that examined the Federal government’s role in promoting
exports. On March 5, 2010, Senator Klobuchar introduced S. 3084
with Senator LeMieux. The bill was referred to the Committee on
Commerce, Science, and Transportation. On June 9, 2010, the
Committee met in open executive session and, by a voice vote, or-
dered a substitute amendment to S. 3084 reported with an amend-
ment by Senator Johanns.

The substitute amendment sponsored by Senators Klobuchar,
LeMieux and Kerry added four provisions to the introduced bill. It
authorized an additional $56 million to be used within 18 months
by the Department for export promotion efforts. Of the total fund-
ing, $30 million is expected to be used to target and assist known
U.S. exporters that have an immediate capacity to grow their inter-
national sales; $11 million is to be used to expand the ExporTech
program; and $15 million is to be provided to the MDCP. The sub-
stitute amendment also incorporated a Sense of the Senate that the
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Department should work closely with the States to extend the
reach of its export promotion efforts.

In addition to the changes made to S. 3084 by the substitute, the
Committee adopted an amendment by Senator Johanns that would
require the Secretary of Commerce, within 90 days of the date of
enactment, to report to Congress on the tariff and nontariff trade
barriers imposed by Columbia, South Korea, and Panama on U.S.
exports.

ESTIMATED COSTS

In accordance with paragraph 11(a) of rule XXVI of the Standing
Rules of the Senate and section 403 of the Congressional Budget
Act of 1974, the Committee provides the following cost estimate,
prepared by the Congressional Budget Office:

JUNE 28, 2010.

Hon. JOHN D. ROCKEFELLER IV,

Chairman, Committee on Commerce, Science, and Transportation,
U.S. Senate, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for S. 3084, the Export Promotion
Act of 2010.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contact is Susan Willie.

Sincerely,
DoucLas W. ELMENDORF.

Enclosure.

S. 3084—Export Promotion Act of 2010

Summary: S. 3084 would authorize the International Trade Ad-
ministration (ITA) to increase the number of employees that pro-
mote the participation of United States companies in international
markets. The bill also would authorize appropriations for various
programs in the Department of Commerce that improve the
competiveness of domestic companies in foreign markets.

Based on information from the ITA, CBO estimates that imple-
menting S. 3084 would cost $248 million over the 2011-2015 pe-
riod, assuming the appropriation of the necessary amounts. Enact-
ing S. 3084 would not affect direct spending or revenues; therefore,
pay-as-you-go procedures would not apply.

S. 3084 contains no intergovernmental or private-sector man-
dates as defined in the Unfunded Mandates Reform Act (UMRA)
and would not affect the budgets of state, local, or tribal govern-
ments.

Estimated cost to the Federal Government: The estimated budg-
etary impact of S. 3084 is shown in the following table. The costs
of this legislation fall within budget function 370 (commerce and
housing credit).

By fiscal year in millions of dollars—

2011 2012 2013 2014 2015 2011-2015

CHANGES IN SPENDING SUBJECT TO APPROPRIATION

Global Business Development:
Estimated Authorization Level 12 24 36 48 59 179
Estimated Outlays 10 22 34 45 57 168




By fiscal year in millions of dollars—

2011 2012 2013 2014 2015 20112015

Rural Export Initiative:
Authorization Level 5 5 5 5 5 25
Estimated Outlays 4 5 5 5 5 24
Global Business Development:
Authorization Level 30 0 0 0 0 30
Estimated Outlays 26 4 0 0 0 30
ExporTech Program:
Authorization Level 11 0 0 0 0 11
Estimated Outlays 9 2 0 0 0 11
Market Development Cooperator:
Authorization Level 15 0 0 0 0 15
Estimated Outlays 13 2 0 0 0 15
Total Changes:.
Estimated Authorization Level ..........ccccovvnieniiinniirnniis 73 29 41 53 64 260
Estimated Outlays 62 35 39 50 62 248

Basis of estimate: For this estimate, CBO assumes that the bill
will be enacted before the end of fiscal year 2010, that the nec-
essary amounts will be appropriated for each year, and that spend-
ing will follow historical patterns for similar programs. CBO esti-
mates that implementing S. 3084 would cost $248 million over the
2011-2015 period, assuming appropriation of the necessary
amounts.

Global Business Development

S. 3084 would require the ITA to increase the number of employ-
ees whose primary responsibilities involve promoting the participa-
tion of U.S. firms in foreign markets. Within five years of enact-
ment, the agency would be required to increase the number of staff
performing those activities to the same number that performed this
work in fiscal year 2004. Based on information from the ITA, CBO
expects that the agency would need to hire about 210 additional
employees over five years to reach that staffing level. We estimate
that implementing those requirements would cost $168 million over
the 2011-2015 period.

Other Export Initiatives

The bill would authorize the appropriation of $81 million for a
number of programs designed to improve the competitiveness of
U.S. businesses in international markets. CBO estimates that im-
plementing those provisions would cost $80 million over the 2011—
2015 period. Those costs would include:

e $24 million for a program to improve the access of rural
businesses to the global marketplace;

e $30 million to promote the expansion of small- and medium-
sized businesses in foreign markets;

e $11 million to expand ExporTech, a program jointly spon-
sored by the ITA, the National Institute of Standards and
Technology, and educational, state, and private institutions
that provides technical assistance to small- and medium-sized
businesses that want to expand into international markets;
and

e $15 million to establish partnerships between public institu-
tions and private enterprises through the ITA’s Market Devel-
opment Cooperator Program (MDCP). The MDCP provides
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technical and financial assistance to nonprofit groups rep-
resenting manufacturing and service industries to support
projects that improve their industries’ competitiveness in for-
eign markets.

Pay-as-you-go considerations: None.

Intergovernmental and private-sector impact: S. 3084 contains no
intergovernmental or private-sector mandates as defined in UMRA
and would not affect the budgets of state, local, or tribal govern-
ments.

Estimate prepared by: Federal Costs: Susan Willie; Impact on
State, Local, and Tribal Governments: Elizabeth Cove Delisle; Im-
pact on the Private Sector: Sam Wice.

Estimate approved by: Theresa Gullo, Deputy Assistant Director
for Budget Analysis.

REGULATORY IMPACT STATEMENT

In accordance with paragraph 11(b) of rule XXVI of the Standing
Rules of the Senate, the Committee provides the following evalua-
tion of the regulatory impact of the legislation, as reported:

NUMBER OF PERSONS COVERED

The bill does not impose any new rules or otherwise modify the
jurisdictional reach of the Department. Consequently, the Com-
mittee does not expect that it will subject any additional individ-
uals or businesses to regulations.

ECONOMIC IMPACT

The bill would authorize an increase of approximately 200 em-
ployees and $81 million to the Department for specific export pro-
motion programs. Based on the historical return on investment of
these programs, S. 3084 should support the creation of export-
based American jobs.

PRIVACY

The Committee does not anticipate that the bill would have any
adverse impact on the personal privacy of individuals.

PAPERWORK

While the Committee does not anticipate a major increase in pa-
perwork burdens resulting from the passage of this legislation, the
legislation would require one report from the Department to be
issued within 90 days of the date of enactment. The Secretary of
Commerce, in consultation with the United States Trade Rep-
resentative (USTR), must report to Congress on the tariff and non-
tariff trade barriers imposed by Columbia, South Korea, and Pan-
ama on U.S. exports. USTR currently produces a similar report—
the National Trade Estimate Report—which will significantly as-
sist in the creation of the Department of Commerce report.

CONGRESSIONALLY DIRECTED SPENDING

In compliance with paragraph 4(b) of rule XLIV of the Standing
Rules of the Senate, the Committee provides that no items con-
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tained in the bill, as reported, meet the definition of congression-
ally directed spending items under the rule.

SECTION-BY-SECTION ANALYSIS

Section 1. Short title.

Section 1 would provide that the bill may be cited as the Export
Promotion Act of 2010.

Section 2. Commerce Department global business development and
promotion activities.

Section 2 would direct the Department to increase the number of
full-time employees whose primary responsibilities involve pro-
moting or facilitating participation by U.S. businesses in the global
marketplace. The number of employees would be equal to the num-
ber at the Department in 2004. In carrying out the section, the De-
partment would take such action as necessary to ensure that its
global marketplace promotional activities include efforts focused on
small and medium-sized businesses. The section would authorize
appropriations of such sums as necessary for fiscal years 2011
through 2015.

Section 3. Improved access to global markets for rural businesses.

Section 3 would authorize $25 million over 5 years to the Depart-
ment to focus its activities on improving access to the global mar-
ketplace for rural businesses.

Section 4. Additional funding for interstate commerce and global
business development activities of the Department of Commerce.

Section 4 would authorize $30 million in additional funds to be
used within 18 months by the Department to promote or facilitate
participation by U.S. businesses in the global marketplace. In obli-
gating and expending the funds, the Secretary would give pref-
erence to activities that assist small and medium-sized businesses,
create or sustain the greatest number of jobs in the United States,
and obtain the maximum return on investment.

Section 5. Additional funding for the ExporTech program.

Section 5 would authorize $11 million to be used within 18
months by the MEP to expand the ExporTech program.

Section 6. Additional funding for the market development coop-
erator program of the Department of Commerce.

Section 6 would authorize $15 million for the ITA to award
MDCP grants in order to establish public-private partnerships to
underwrite a portion of the start-up costs for new export projects.
These funds must be used within 18 months. The underwriting for
each project would not exceed one-third of the total start-up costs
or $500,000, whichever is less. In obligating and expending the
funds, the Secretary would give preference to small and medium-
sized businesses and to activities that create or sustain the great-
est number of jobs in the United States and obtain the maximum
return on investment.
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Section 7. Hollings manufacturing extension partnerships; tech-
nology innovation program.

Section 7 would allow for additional criteria to be used in deter-
mining MEP and TIP awards. Such expanded criteria would in-
clude whether an application has significant potential for enhanc-
ing the competitiveness of small and medium-sized U.S. manufac-
turers in the global marketplace.

Section 8. Sense of the Senate concerning Federal collaboration with
States on export promotion issues.

Section 8 would provide the Sense of the Senate that the Sec-
retary of Commerce should enhance Federal collaboration with the
States on export promotion by: (1) providing the necessary training
to the staff at State international trade agencies; and (2) entering
into agreements with State international trade agencies to deliver
USFCS offerings in their local communities in order to extend the
outreach of USFCS programs.

Section 9. Report on tariff and nontariff barriers.

Section 9 would require the Secretary of Commerce within 90
days to report to Congress on the tariff and nontariff barriers im-
posed by Columbia, South Korea, and Panama on U.S. exports.

CHANGES IN EXISTING LAwW

In compliance with paragraph 12 of rule XXVI of the Standing
Rules of the Senate, changes in existing law made by the bill, as
reported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new material is printed in italic, ex-
isting law in which no change is proposed is shown in roman):

NATIONAL INSTITUTE OF STANDARDS AND TECHNOLOGY
ACT

SEC. 25. REGIONAL CENTERS FOR THE TRANSFER OF MANUFAC-
TURING TECHNOLOGY.
[15 U.S.C. 278k]

(a) CREATION AND SUPPORT OF CENTERS; AFFILIATIONS; MERIT RE-
VIEW IN DETERMINING AWARDS; OBJECTIVES.—The Secretary,
through the Director and, if appropriate, through other officials,
shall provide assistance for the creation and support of Regional
Centers for the Transfer of Manufacturing Technology (hereafter in
this Act referred to as the “Centers”). Such centers shall be affili-
ated with any United States-based nonprofit institution or organi-
zation, or group thereof, that applies for and is awarded financial
assistance under this section in accordance with the description
published by the Secretary in the Federal Register under sub-
section (¢)(2). Individual awards shall be decided on the basis of
merit review. The objective of the Centers is to enhance produc-
tivity and technological performance in United States manufac-
turing through—

(1) the transfer of manufacturing technology and techniques
developed at the Institute to Centers and, through them, to
manufacturing companies throughout the United States;

(2) the participation of individuals from industry, univer-
sities, State governments, other Federal agencies, and, when
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appropriate, the Institute in cooperative technology transfer ac-
tivities;

(3) efforts to make new manufacturing technology and proc-
esses usable by United States-based small- and medium-sized
companies;

(4) the active dissemination of scientific, engineering, tech-
nical, and management information about manufacturing to in-
dustrial firms, including small- and medium-sized manufac-
turing companies; and

(5) the utilization, when appropriate, of the expertise and ca-
pability that exists in Federal laboratories other than the Insti-
tute.

(b) AcTIvITIES OF CENTERS.—The activities of the Centers shall
include—

(1) the establishment of automated manufacturing systems
and other advanced production technologies, based on research
by the Institute, for the purpose of demonstrations and tech-
nology transfer;

(2) the active transfer and dissemination of research findings
and Center expertise to a wide range of companies and enter-
prises, particularly small- and medium-sized manufacturers;
and

(3) loans, on a selective, short-term basis, of items of ad-
vanced manufacturing equipment to small manufacturing
firms with less than 100 employees.

(c) DURATION AND AMOUNT OF SUPPORT; PROGRAM DESCRIPTIONS;
APPLICATIONS; MERIT REVIEW; EVALUATIONS OF ASSISTANCE; APPLI-
CABILITY OF PATENT LAW.—

(1) The Secretary may provide financial support to any Cen-
ter created under subsection (a) for a period not to exceed six
years. The Secretary may not provide to a Center more than
50 percent of the capital and annual operating and mainte-
nance funds required to create and maintain such Center.

(2) The Secretary shall publish in the Federal Register, with-
in 90 days after the date of the enactment of this section, a
draft description of a program for establishing Centers, includ-
ing—

(A) a description of the program,;

(B) procedures to be followed by applicants;

(C) criteria for determining qualified applicants;

(D) criteria, including those listed under paragraph (4),
for choosing recipients of financial assistance under this
section from among the qualified applicants; and

(E) maximum support levels expected to be available to
Centers under the program in the fourth through sixth
years of assistance under this section.

The Secretary shall publish a final description under this para-
graph after the expiration of a 30-day comment period.

(3)(A) Any nonprofit institution, or group thereof, or con-
sortia of nonprofit institutions, including entities existing on
August 23, 1988, may submit to the Secretary an application
for financial support under this subsection, in accordance with
the procedures established by the Secretary and published in
the Federal Register under paragraph (2).
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(B) In order to receive assistance under this section, an ap-
plicant for financial assistance under subparagraph (A) shall
provide adequate assurances that non-Federal assets obtained
from the applicant and the applicant’s partnering organiza-
tions will be used as a funding source to meet not less than
50 percent of the costs incurred for the first 3 years and an in-
creasing share for each of the last 3 years. For purposes of the
preceding sentence, the costs incurred means the costs in-
curred in connection with the activities undertaken to improve
the management, productivity, and technological performance
of small- and medium-sized manufacturing companies.

(C) In meeting the 50 percent requirement, it is anticipated
that a Center will enter into agreements with other entities
such as private industry, universities, and State governments
to accomplish programmatic objectives and access new and ex-
isting resources that will further the impact of the Federal in-
vestment made on behalf of small- and medium-sized manufac-
turing companies. All non-Federal costs[,] contributed by such
entities and determined by a Center as programmatically rea-
sonable and allocable under MEP program procedures are in-
cludable as a portion of the Center’s contribution.

(D) Each applicant under subparagraph (A) shall also submit
a proposal for the allocation of the legal rights associated with
any invention which may result from the proposed Center’s ac-
tivities.

(4) The Secretary shall subject each such application to merit
review. In making a decision whether to approve such applica-
tion and provide financial support under this subsection, the
Secretary shall consider at a minimum (A) the merits of the
application, particularly those portions of the application re-
garding technology transfer, training and education, and adap-
tation of manufacturing technologies to the needs of particular
industrial sectors, (B) the quality of service to be provided, (C)
geographical diversity and extent of service area, and (D) the
percentage of funding and amount of in-kind commitment from
other sources.

(5) Each Center which receives financial assistance under
this section shall be evaluated during its third year of oper-
ation by an evaluation panel appointed by the Secretary. Each
such evaluation panel shall be composed of private experts,
none of whom shall be connected with the involved Center, and
Federal officials. An official of the Institute shall chair the
panel. Each evaluation panel shall measure the involved Cen-
ter’s performance against the objectives specified in this sec-
tion. The Secretary shall not provide funding for the fourth
through the sixth years of such Center’s operation unless the
evaluation is positive. If the evaluation is positive, the Sec-
retary may provide continued funding through the sixth year
at declining levels. A Center that has not received a positive
evaluation by the evaluation panel shall be notified by the
panel of the deficiencies in its performance and shall be placed
on probation for one year, after which time the panel shall re-
evaluate the Center. If the Center has not addressed the defi-
ciencies identified by the panel, or shown a significant im-
provement in its performance, the Director shall conduct a new
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competition to select an operator for the Center or may close
the Center. After the sixth year, a Center may receive addi-
tional financial support under this section if it has received a
positive evaluation through an independent review, under pro-
cedures established by the Institute. Such an independent re-
view shall be required at least every two years after the sixth
year of operation. Funding received for a fiscal year under this
section after the sixth year of operation shall not exceed one
third of the capital and annual operating and maintenance
costs of the Center under the program.

(6) The provisions of chapter 18 of title 35, United States
Code, shall (to the extent not inconsistent with this section)
apply to the promotion of technology from research by Centers
under this section except for contracts for such specific tech-
nology extension or transfer services as may be specified by
statute or by the Director.

(d) ACCEPTANCE OF FUNDS.—

(1) IN GENERAL.—In addition to such sums as may be appro-
priated to the Secretary and Director to operate the Centers
program, the Secretary and Director also may accept funds
from other Federal departments and agencies and under sec-
tion 2(c)(7) from the private sector for the purpose of strength-
ening United States manufacturing.

(2) ALLOCATION OF FUNDS.—

(A) FUNDS ACCEPTED FROM OTHER FEDERAL DEPART-
MENTS OR AGENCIES.—The Director shall determine wheth-
er funds accepted from other Federal departments or agen-
cies shall be counted in the calculation of the Federal
share of capital and annual operating and maintenance
costs under subsection (c).

(B) FUNDS ACCEPTED FROM THE PRIVATE SECTOR.—Funds
accepted from the private sector under section 2(c)(7), if al-
located to a Center, shall not be considered in the calcula-
tion of the Federal share under subsection (c) of this sec-
tion.

(e) MEP ADVISORY BOARD.—

(1) ESTABLISHMENT.—There is established within the Insti-
tute a Manufacturing Extension Partnership Advisory Board
(in this subsection referred to as the “MEP Advisory Board”).

(2) MEMBERSHIP.—

(A) IN GENERAL.—The MEP Advisory Board shall consist
of 10 members broadly representative of stakeholders, to
be appointed by the Director. At least 2 members shall be
employed by or on an advisory board for the Centers, and
at least 5 other members shall be from United States
small businesses in the manufacturing sector. No member
shall be an employee of the Federal Government.

(B) TERM.—Except as provided in subparagraph (C) or
(D), the term of office of each member of the MEP Advi-
sory Board shall be 3 years.

(C) CrLAsSES.—The original members of the MEP Advi-
sory Board shall be appointed to 3 classes. One class of 3
members shall have an initial term of 1 year, one class of
3 members shall have an initial term of 2 years, and one
class of 4 members shall have an initial term of 3 years.
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(D) VACANCIES.—Any member appointed to fill a vacancy
occurring prior to the expiration of the term for which his
predecessor was appointed shall be appointed for the re-
mainder of such term.

(E) SERVING CONSECUTIVE TERMS.—Any person who has
completed two consecutive full terms of service on the
MEP Advisory Board shall thereafter be ineligible for ap-
pointment during the one-year period following the expira-
tion of the second such term.

(3) MEETINGS.—The MEP Advisory Board shall meet not less
than 2 times annually, and provide to the Director—

(A) advice on Manufacturing Extension Partnership pro-
grams, plans, and policies;

(B) assessments of the soundness of Manufacturing Ex-
tension Partnership plans and strategies; and

(C) assessments of current performance against Manu-
facturing Extension Partnership program plans.

(4) FEDERAL ADVISORY COMMITTEE ACT.—In discharging its
duties under this subsection, the MEP Advisory Board shall
function solely in an advisory capacity, in accordance with the
Federal Advisory Committee Act.

(5) REPORT.—The MEP Advisory Board shall transmit an an-
nual report to the Secretary for transmittal to Congress within
30 days after the submission to Congress of the President’s an-
nual budget request in each year. Such report shall address
the status of the program established pursuant to this section
and comment on the relevant sections of the programmatic
planning document and updates thereto transmitted to Con-
gress by the Director under subsections (c) and (d) of section
23.

(f) COMPETITIVE GRANT PROGRAM.—

(1) ESTABLISHMENT.—The Director shall establish, within the
Centers program under this section and section 26 of this Act,
a program of competitive awards among participants described
in paragraph (2) for the purposes described in paragraph (3).

(2) PARTICIPANTS.—Participants receiving awards under this
subsection shall be the Centers, or a consortium of such Cen-
ters.

(3) PURPOSE.—The purpose of the program under this sub-
section is to develop projects to solve new or emerging manu-
facturing problems as determined by the Director, in consulta-
tion with the Director of the Centers program, the Manufac-
turing Extension Partnership Advisory Board, and small and
medium-sized manufacturers. One or more themes for the com-
petition may be identified, which may vary from year to year,
depending on the needs of manufacturers and the success of
previous competitions. These themes shall be related to
projects associated with manufacturing extension activities, in-
cluding supply chain integration and quality management, and
including the transfer of technology based on the technological
needs of manufacturers and available technologies from insti-
tutions of higher education, laboratories, and other technology
producing entities, or extend beyond these traditional areas.

(4) APPLICATIONS.—Applications for awards under this sub-
section shall be submitted in such manner, at such time, and
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containing such information as the Director shall require, in
consultation with the Manufacturing Extension Partnership
Advisory Board.

(5) SELECTION.—Awards under this subsection shall be peer
reviewed and competitively awarded. The Director shall select
proposals to receive awards—

(A) that utilize innovative or collaborative approaches to
solving the problem described in the competition;

(B) that will improve the competitiveness of industries in
the region in which the Center or Centers are located; and

(C) that will contribute to the long-term economic sta-
bility of that region.

(6) PROGRAM CONTRIBUTION.—Recipients of awards under
this subsection shall not be required to provide a matching
contribution.

(7) GLOBAL MARKETPLACE PROJECTS.—In making awards
under this subsection, the Director, in consultation with the
Manufacturing Extension Partnership Advisory Board and the
Secretary of Commerce, may take into consideration whether an
application has significant potential for enhancing the competi-
tiveness of small and medium-sized United States manufactur-
ers in the global marketplace and may give a preference to ap-
plications for such projects to the extent the Director deems ap-
propriate, taking into account the broader purposes of this sub-
section.
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