1990 Presidential Policy on Offsets

The policy was announced by the President in April 1990, in a statement issued by the
White House Press Secretary. Congress incorporated this policy statement into law with
the Defense Production Act Amendments of 1992 (Pub. L. 102-558, Title I, Part C, § 123,
106 Stat. 4198) as follows:

(@) In General. Recognizing that certain offsets for military exports are economically
inefficient and market distorting, and mindful of the need to minimize the adverse effects
of offsets in military exports while ensuring that the ability of United States firms to
compete for military export sales is not undermined, it is the policy of the Congress that--

(1) no agency of the United States Government shall encourage, enter directly into, or
commit United States firms to any offset arrangement in connection with the sale of
defense goods or services to foreign governments;

(2) United States Government funds shall not be used to finance offsets in security
assistance transactions, except in accordance with policies and procedures that were in
existence on March 1, 1992;

(3) nothing in this section shall prevent agencies of the United States Government from
fulfilling obligations incurred through international agreements entered into before March
1, 1992; and

(4) the decision whether to engage in offsets, and the responsibility for negotiating and
implementing offset arrangements, reside with the companies involved.

(b) Presidential Approval of Exceptions. It is the policy of the Congress that the President
may approve an exception to the policy stated in subsection (a) after receiving the
recommendation of the National Security Council.

(c) Consultation. It is the policy of the Congress that the President shall designate the
Secretary of Defense to lead, in coordination with the Secretary of State, an interagency
team to consult with foreign nations on limiting the adverse effects of offsets in defense
procurement. The President shall transmit an annual report on the results of these
consultations to the Congress as part of the report required under section 309(a) of the
DPA.



