June 20, 2006

The Honorable Bill Frist The Honorable Dennis Hastert
Majority Leader Speaker

United States Senate U.S. House of Representatives
Washington, DC 20510 Washington, DC 20515

The Honorable Harry Reid The Honorable Nancy Pelosi
Democratic Leader Democratic Leader

Minority Leader Minority Leader

United States Senate U.S. House of Representatives
Washington, DC 20510 Washington, DC 20515

Dear Speaker Hastert, Leader Frist, Democratic Leader Reid and Democratic Leader Pelosi:

As members of the National Association of Manufacturers’ Board of Directors, we strongly urge
you to act as soon as possible to seamlessly extend and strengthen the R&D tax credit. Since the credit
expired at the end of 2005, the cost of R&D has increased for the nearly 16,000 companies of all sizes
that use the credit, including many NAM members.

The important role of R&D and technology investment in the growth of U.S. jobs and innovation
cannot be overstated. The manufacturing sector continues to lead private industry in R&D — nearly 60
percent of all private industrial R&D in the United States is performed by manufacturers. For more than
20 years, the R&D credit has been a proven incentive to spur incremental R&D in the United States that
would otherwise not be done, with benefits spilling over to U.S. workers in terms of higher wages and a
higher standard of living.

Without incentives to encourage R&D, our economy’s innovation and competitiveness is
threatened. Many of our economic competitors, including Canada, Ireland, China and France, are
actively courting U.S. R&D activity with a variety of more generous and permanent incentives. In 2003,
foreign-based R&D spending grew faster than U.S.-based R&D spending. The current lapsed R&D credit
in the United States, coupled with strong incentives in other countries, are factors in the current trend of
increasing foreign-based R&D spending.

We are pleased that there is bipartisan support in both chambers to strengthen and extend the
credit in the short term. Moreover, there is strong bipartisan support in Congress and in the
Administration to make the credit permanent. Because of the importance of this incentive as a lifeline to
innovation and technological advancements, we urge you to act quickly to strengthen and extend this
critical tax provision.
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