University of Hawaii at Manoa Hamilton Library

eVols Repository https://evols.library.manoa.hawaii.edu

Senate: Public Relations: Speeches: Organizations Box PR75

Remarks before a group of
businessmen: The status of U.S.-Japan
trade relations

Senator Spark M. Matsunaga Papers
Senate, Public relations, Speeches, Organizations, Box PR75, Folder 38
https://hdl.handle.net/10524/82641

Items in eVols are protected by copyright, with all rights reserved, unless otherwise indicated.

UHM Library Digital Collections Disclaimer and Copyright Information



https://manoa.hawaii.edu/library/research/scholarly-communication/repositories/policies-guidelines/copyright-policy/

FILE COPY - DO NOT RENOVE

“THE STATUS OF U. S.-JAPAN TRADE RELATIONS”
REMARKS OF THE HONORABLE SPARK M. MATSUNAGA
BEFORE A GROUP OF BUSINESSMEN IN NEW YORK CITY
MITSUKOSHI RESTAURANT
FEBRUARY 9, 1981

THANK YOU FOR THIS OPPORTUNITY TO ADDRESS YOU TODAY. IN
VIEW OF THE PRESENT DEEP CONCERN OVER THE UNITED STATES' TRADE
POLICY, PARTICULARLY WITH REGARD TO JAPAN, [ WOULD LIKE TO SHARE
SOME OBSERVATIONS WITH YOU.

As INTERNATIONAL BUSINESSMEN, YOU ARE AWARE OF THE SINGULAR
CONTRIBUTION WORLD TRADE MAKES TO EACH NATION'S DEVELOPMENT. IN
THE UNITED STATES, WITH ITS GREAT INDIGENOUS WEALTH AND

CONTINENT-WIDE MARKETS, THAT AWARENESS HAS EMERGED VERY SLOWLY.

AMERICANS HAVE TENDED TO DEPRECATE TRADE AS A FACTOR IN OUR ECONOMY,

BECAUSE TRADE OCCUPIED SUCH A SMALL ROLE. IN 1960, FOR EXAMPLE,
TOTAL IMPORTS AND EXPORTS COMPRISED ONLY 9 PERCENT OF THE AMERICAN
GROSS NATIONAL PRODUCT. IN 1970, TOTAL IMPORTS AND EXPORTS DID

INCREASE, BUT STILL COMPRISED ONLY 12.4 PERCENT OF THE GNP.




THIS DEPRECATION HAS SLOWLY BEEN DISPELLED AS U. S, TRADE
HAS CONTINUED TO GROW., LAST YEAR, AMERICAN EXPORTS OF GOODS AND
SERVICES ALONE AMOUNTED TO 12.2 PERCENT OF OUR GNP AND AMERICAN

IMPORTS OF GOODS AND SERVICES AMOUNTED TO ANOTHER 12.3 PERCENT

oF oUR GNP. As A PERCENTAGE OF OUR GNP, IMPORTS AND EXPORTS HAVE

DOUBLED OVER THE LAST TEN YEARS TO COMPRISE A QUARTER OF ouUR GNP,

TODAY, APPROXIMATELY 4.6 MILLION PEOPLE ARE EMPLOYED IN
EXPORT-RELATED JOBS IN THE UNITED STATES. I[N THE MANUFACTURING
SECTOR, ABOUT ONE IN EVERY SIX AMERICAN JOBS INVOLVES EXPORT
PRODUCTS. IN THE FARMING SECTOR, ONE OUT OF EVERY THREE ACRES
PRODUCES COMMODITIES FOR EXPORT., SO YOU CAN READILY SEE THAT
INTERNATIONAL TRADE NOW COMMANDS A VITAL ROLE FOR AMERICAN
ECONOMIC SECURITY.,

[T Is THEREFORE MOST IRONIC THAT THE UNITED STATES WHICH
HAS TRADITIONALLY ADVOCATED FREE TRADE POLICY AMONG NATIONS, NOW
IS SCRUTINIZING THE VIABILITY AND WORTH OF THAT POLICY. WHILE
TRADE HAS GROWN TO A QUARTER OF OUR GNP, WE NOW FACE A SURGE OF

POPULAR FEELING FOR PROTECTION AGAINST FOREIGN IMPORTS. THIS
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SENTIMENT IS CHIEFLY BEING EXPRESSED AGAINST JAPANESE PRODUCTS,
AND THIS SENTIMENT IS INFLAMED BY INCREASING IMPORTS WHICH DISPLACE
AMERICAN JOBS.

MoST RECENTLY, SENATOR JOHN DANFORTH, REPUBLICAN OF MISSOURI,

CHAIRMAN OF THE SENATE TRADE SUBCOMMITTEE AND SENATOR LLOYD BENTSEN,

OF TEXAS, RANKING DEMOCRATIC MEMBER OF THE TRADE SUBCOMMITTEE,
INTRODUCED LEGISLATION TO RESTRICT JAPANESE AUTO IMPORTS FOR A
THREE-YEAR PERIOD. THE CURRENT LEVEL OF IMPORTS OF 1,8 MILLION
CARS, WOULD BE CUT BACK TO 1.6 MILLION CARS A YEAR. ALTHOUGH
SENATOR DANFORTH AND SENATOR BENTSEN VIEWED THIS PROPOSAL AS AN

!

“EMERGENCY MEASURE,"” THERE 1S APPREHENSION AMONG FREE-TRADERS
AND THE JAPANESE THAT EVEN MORE SEVERE, PERMANENT RESTRICTIONS
WOULD BE IMPOSED ON JAPANESE AUTOMOBILES, AS WELL AS OFFICE
MACHINERY AND CONSUMER MERCHANDISE. INDEED, IF SUCH RESTRICTIONS
ARE LEGISLATED FOR AUTOMOBILES, IT WOULD BE DIFFICULT TO RESIST
PRESSURE FOR SIMILAR RESTRICTIONS IN OTHER AREAS.

| HAVE OFTEN SERVED AS AN INTERMEDIARY BETWEEN AMERICAN

OFFICIALS AND JAPANESE OFFICIALS ON U. S.-JAPAN TRADE PROBLEMS,




AND | HAVE TRIED TO PROMOTE UNDERSTANDING ON EACH SIDE. WHEN
TALKING TO VARIOUS SENATORS AND REPRESENTATIVES IN THE U. S.
CONGRESS, | HAVE FREQUENTLY EXPLAINED JAPAN'S DEPENDENCE ON EXPORTS
TO COMPENSATE FOR ITS LACK OF BASIC RESOURCES. WHEN JAPANESE
GOVERNMENT OFFICIALS HAVE VISITED WASHINGTON OR WHEN I HAVE VISITED
JAPAN, [ HAVE SOUGHT TO EXPLAIN THE ECONOMIC AND POLITICAL
DIFFICULTIES CREATED BY IMPORT SENSITIVE INDUSTRIES IN THE U. S.
WITH EXISTING PROBLEMS, [ HAVE SOUGHT TO BRING THE PARTIES

TOGETHER AND WORK OUT A SUITABLE ACCOMMODATION. AND WITH THE
FUTURE IN MIND [ HAVE ALWAYS EMPHASIZED THE SPECIAL RELATIONSHIP
AND ALLIANCE BETWEEN JAPAN AND THE UNITED STATES -- THE TWO

LEADING ECONOMIC POWERS OF THE WORLD.

IN A RECENT SPEECH BEFORE THE DIET, PRIME MINISTER

ZENKO SUZUKI REITERATED THIS THEME, STRESSING THE SPECIAL

FRIENDSHIP AND TRUST BETWEEN THE UNITED STATES AND JAPAN.

FoReIGN MINISTER MASAYOSHI ITO FURTHER STATED THAT JAPAN'S
RELATIONS WITH THE UNITED STATES FORMED THE CORNERSTONE OF
JAPANESE FOREIGN POLICY,

INSPITE OF THE DESIRE OF THE JAPANESE LEADERS TO MAINTAIN
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WARM AMERICAN TIES, TRADE PROBLEMS HAVE DEVELOPED WHICH THREATENED
TO UNDERMINE THIS FUNDAMENTAL ALLIANCE. THE CURRENT PRESSURE FOR
TRADE RESTRAINT AGAINST JAPANESE IMPORTS HAS GROWN., THIS
PRESSURE MAY REACH A POINT WHERE THE CONGRESS CANNOT RESIST
PROTECTIONIST LEGISLATION. AT THIS POINT, | FIND THAT SOME
MEMBERS OF THE CONGRESS DO NOT CARE TO MEET WITH OFFICIALS FROM
JAPAN TO HEAR THE JAPANESE SIDE OF THE STORY.

THERE ARE SEVERAL FACTORS THAT HAVE LED TO THIS DEVELOPMENT.
FIRST, THERE HAS BEEN A GROWING AMERICAN TRADE DEFICIT WITH JAPAN,
In 1980, THE U. S. DEFICIT WITH JAPAN WIDENED TO $12,17 BILLION
FROM $10,58 BiLLioN IN 1979, THE JAPANESE MERCHANDISE TRADE
SURPLUS HAS BEEN PERSISTENT SINCE 1965. In 1972, 1974, 1977, anD

1978, WHEN AMERICA EXPERIENCED A GLOBAL TRADE DEFICIT, THE

BILATERAL TRADE DEFICIT WITH JAPAN CONSTITUTED A LARGE PORTION

OF THIS OVERALL DEFIcIT. IN 1971 anp 1976 wHEN THE U. S. INCURRED
AN OVERALL BALANCE OF TRADE DEFICIT, THE BILATERAL TRADE DEFICIT
WITH JAPAN WAS EVEN GREATER THAN THE OVERALL AMERICAN TRADE

DEFICIT, AND JAPAN HAS NOT RECIPROCATED FOR THE BENEFITS GRANTED

BY AMERICA.




IN TURN, IT SHOULD BE NOTED THAT THE U. S. HAS ENJOYED A
CONTINUOUS TRADE SURPLUS WITH WESTERN EuroPe. THE surpLUS IN 1980

AMOUNTED TO $18.64 BILLION, AN AMOUNT NEARLY DOUBLE THE SURPLUS OF

$9.89 BrLLIioN IN 1979, THe U. S. WHERE POSSIBLE HAS RECIPROCATED

FOR THE TRADE SURPLUS WITH INVESTMENTS IN EUROPE FOR AUTOMOBILE,
PHARMACEUTICAL, CHEMICAL, AND MACHINERY PRODUCTION. THE U. S.
HAS LOWERED ITS TARIFFS FAR BELOW EUROPEAN TARIFF LEVEL TO
ENCOURAGE EUROPEAN IMPORTS. WHERE NECESSARY, THE U. S. HAS
ACCEPTED DISCRIMINATORY TARIFFS, EXCLUDING U. S. PRODUCTS FROM
EUROPE, PARTICULARLY FARM PRODUCTS. IN VIEW OF JAPAN'S TRADE
SURPLUS WITH THE U. S., AMERICANS LOOK FOR COMPARABLE RECIPROCATION.
THE PERSISTENT AMERICAN DEFICIT WITH JAPAN AND THE LACK OF
RECIPROCATION PROMPTED CONGRESSIONAL CONCERN BACK IN 1977. IN
THAT YEAR, AMERICAN TRADE DEFICIT WITH JAPAN OF $8.4 BILLION
CONSTITUTED ONE-THIRD OF THE ENTIRE AMERICAN TRADE DEFICIT WORLD-
WIDE. CONGRESSIONAL CONCERN LED TO THE STRAUSS-USHIBA JOINT
STATEMENT OF JANUARY 1978, THIS STATEMENT CONCLUDED BILATERAL
NEGOTIATIONS TO REDUCE JAPANESE TARIFFS AND LIBERALIZE QUOTAS

ON A NUMBER OF PRODUCTS.




NOTWITHSTANDING THE STRAUSS-USHIBA AGREEMENT, THE U. S.

TRADE DEFICIT WITH JAPAN INCREASED TO $12 BILLION IN 1978. IN
1979, A SURGE OF AMERICAN EXPORTS TO JAPAN HELPED IMPROVE
BILATERAL RELATIONS. THE AMERICAN TRADE DEFICIT WITH JAPAN WAS
REDUCED TO $8.6 BILLION., HOWEVER, THE RAPID INCREASE IN THE
JAPANESE TRADE DEFICIT IN 1980, LED THE House WAays AND MEANS
CoMMITTEE To REPORT House REsoLUTION 376; THIS RESOLUTION STATED
THAT THE PRESENT TRADE IMBALANCE WITH JAPAN IS INTOLERABLE,
UNACCEPTABLE, AND THREATENING OVERALL TRADE RELATIONS. THE HoUSE
RESOLUTION URGED JAPAN TO ASSUME A GREATER RESPONSIBILITY FOR THE
TRADE DEFICIT AND TAKE SUCH STEPS IN COOPERATION WITH THE UNITED
STATES TO CORRECT THE DEFICIT. SPECIFICALLY CITED WERE JAPANESE
NON-TARIFF BARRIERS, THE NEED FOR MORE JAPANESE INVESTMENT IN THE
UNITED STATES, AND THE INCREASED USE OF AMERICAN SUPPLIERS AS A
SOURCE FOR REPLACEMENT PARTS. IN EFFECT THE HOUSE RESOLUTION
EXPRESSED DISAPPOINTMENT AND FRUSTRATION OVER THE LACK OF
RECIPROCATION; THIS LACK OF RECIPROCATION HAS DONE MUCH TO TURN

AMERICAN SENTIMENT AGAINST JAPAN,




THE SECOND FACTOR CREATING THE PRESENT UNITED STATES

ATTITUDE TOWARDS JAPAN, STEMS FROM THE DIFFICULTY UNITED STATES

TRADE REPRESENTATIVES ROBERT STRAUSS AND REUBIN ASKEW FACED IN

NEGOTIATING WITH JAPANESE OFFICIALS. KEY CONGRESSMEN RECEIVED
REGULAR BRIEFINGS ON THE STRAUSS AND ASKEW NEGOTIATIONS TO
INCREASE JAPAN'S CITRUS AND BEEF IMPORTS AS WELL AS OPENING UP
PROCUREMENTS IN JAPAN TO AMERICAN SUPPLIERS. THE LONG, TOUGH
NEGOTIATIONS AND LAST-MINUTE JAPANESE CONCESSIONS ANTAGONIZED
THESE KEY CONGRESSMEN, THE EXPERIENCE LEFT THE IMPRESSION THAT
JAPAN WOULD PROTRACT THE NEGOTIATIONS AS LONG AS POSSIBLE TO
PROVIDE AT THE END THE SMALLEST CONCESSION NECESSARY TO ACCOMMODATE
AMERICAN NEEDS.

THIS PERCEPTION BY AMERICAN CONGRESSMEN OF THE JAPANESE
ATTITUDE, HAS LED SOME TO ADVOCATE A HARD AMERICAN POSITION
AGAINST FUTURE JAPANESE IMPORTS. CERTAIN INDIVIDUALS ARE FRUSTRATED
BY WHAT THEY VIEW TO BE UNYIELDING JAPANESE OPPORTUNISM; THESE
INDIVIDUALS VIEW JAPAN AS BENEFITING FROM AMERICA'S OPENNESS WHILE
DENYING ANY RESPONSIBILITY FOR AMERICAN JOBS AND INDUSTRIES

DISLOCATED BY JAPANESE IMPORTS. [HE PERCEIVED DENIAL OF
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RESPONSIBILITY BY JAPAN AND THE PERCEIVED UNRESPONSIVENESS, HAS

SET CERTAIN PEOPLE AGAINST JAPAN,

THIRD, THE DIFFICULTY AMERICAN PRODUCTS HAVE ENCOUNTERED
IN ENTERING THE JAPANESE MARKET, HAS ALSO CONTRIBUTED TO THE
PRESENT DETERIORATION., ON THIS POINT, [ HAVE TOLD NUMEROUS
AMERICAN OFFICIALS THAT WE AMERICANS ARE TO BLAME FOR OUR OWN
RELUCTANCE IN SELLING PRODUCTS TO JAPAN. AMERICAN BUSINESSMEN
BELIEVE THAT THEIR PRIMARY MARKET IS IN THE UNITED STATES.
AMERICAN BUSINESS HAS BEEN MOST RELUCTANT TO STUDY THE JAPANESE
MARKET, ADAPT AMERICAN PRODUCTS TO JAPANESE CONSUMER TASTES, AND
UNDERTAKE THE LONG RANGE INVESTMENT NEEDED TO MARKET PRODUCTS
IN JAPAN. HOWEVER, WE HAVE REACHED A POINT WHERE MY MESSAGE
IS NO LONGER WELCOMED. FAIRLY OR UNFAIRLY, THE BLAME IS PLACED
SOLELY WITH JAPAN.

IT 1S A COMMON VIEW THAT JAPAN UNTIL RECENTLY HAS UTILIZED
TARIFF AND NON-TARIFF BARRIERS TO PROTECT ITS INDUSTRIES FROM
FOREIGN COMPETITION. ACCORDING TO THIS VIEW HELD BY INFLUENTIAL
PERSONS, THE JAPANESE GOVERNMENT HAS SHELTERED ITS INDUSTRIES

FROM FOREIGN IMPORTS AND AT THE SAME TIME PROVIDED FINANCIAL AID
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FOR THEIR DEVELOPMENT; THUS PROTECTED, JAPANESE INDUSTRIES HAVE
BEEN NURSED TO MATURITY AND CAN NOW INVADE FOREIGN MARKETS,
PARTICULARLY THE UNITED STATES MARKET.

SoME MEMBERS OF THE CONGRESS BELIEVE THAT THE UNITED STATES
MUST ALSO PROTECT FLEDGLING OR AILING INDUSTRIES DURING CRITICAL

TIMES FROM FOREIGN IMPORTS. DURING THE PROTECTIVE PERIODS,

AMERICAN INDUSTRY SHOULD BE NURSED TO RECOVERY TO ACHIEVE

SUPERIORITY FOR HEAD-ON FOREIGN COMPETITION.

FOR EXAMPLE, IT IS ESTIMATED THAT AMERICAN AUTO MAKERS
WOULD NEED AN ESTIMATED $80 BILLION TO RE-TOOL OVER THE NEXT
FIVE YEARS. THE MONEY FOR RE-TOOLING MUST COME FROM DOMESTIC
CAR SALES. 10O GUARANTEE DOMESTIC CAR SALES AND THE NEEDED
CAPITAL FOR RE-TOOLING, IT IS COMMONLY BELIEVED THAT JAPANESE
EXPORTS MUST BE REDUCED. IT IS FELT THAT THE U. S. MUST SHELTER
ITS INDUSTRIES FROM IMPORTS DURING CRITICAL PERIODS AS JAPAN HAS
EXCLUDED AMERICAN PRODUCTS.

THE FOURTH AND LAST FACTOR LEADING TO THE PRESENT

DETERIORATING SITUATION, STEMS FROM THE OVERALL NATIONAL COST




BORNE BY THE UNITED STATES IN OPENING ITS DOMESTIC CONSUMER MARKET

TO FOREIGN IMPORTS. THE COST IS EVIDENT IN THE REVENUE LOSS TO

THE U. S. GOVERNMENT, VOTER DISCONTENT, AND SAGGING EMPLOYMENT.

AS STATED EARLIER, THE UNITED STATES PROTECTS ITS DOMESTIC
MARKETS FAR LESS THAN THE EUROPEAN COMMUNITY PROTECTS ITS MARKETS.
IN KEY MANUFACTURING AREAS AND ESPECIALLY IN AGRICULTURE, THE
EUROPEAN COMMUNITY HAS EXTREMELY HIGH TARIFFS IMPEDING THE FLOW OF
AMERICAN EXPORTS TO EuROPE. DESPITE THESE TARIFF BARRIERS,
AMERICAN EXPORTS TO EUROPE REMAIN AT A VERY HIGH LEVEL. THIS
REFLECTS THE ESSENTIAL NATURE OF AMERICAN PRODUCTS EXPORTED TO
SATISFY EUROPEAN NEEDS WHICH CANNOT BE MET BY EUROPEAN INDUSTRIES
OR OTHER COUNTRIES.

IN COMPARISON, AMERICAN TARIFFS ARE RELATIVELY LOW
ESPECIALLY WITH REGARD TO DISCRETIONARY CONSUMER GOODS -- THE
GREATEST AMERICAN MARKET FOR FOREIGN AND DOMESTIC INDUSTRIES.

IN UPHOLDING A FREE TRADE POLICY DURING THE RECESSION, THE
UNITED STATES AS A NATION HAS SUSTAINED CONSIDERABLE ECONOMIC
DETRIMENT. FOR EXAMPLE, LAST YEAR GENERAL MoTORS CORPORATION

PAID APPROXIMATELY $2 BILLION IN FEDERAL INCOMES TAXES. THIS
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REVENUE TO THE FEDERAL GOVERNMENT HAS FALLEN TO ZERO FOR THE
COMING YEAR, BECAUSE OF THE PRECARIOUS SITUATION NOW CONFRONTING
THE AUTO INDUSTRY AND GENERAL MOTORS. FURTHERMORE, SPECIAL FEDERAL
PAYMENT TO AMERICAN WORKERS THROWN OUT OF WORK BECAUSE OF IMPORTS
WILL AMOUNT TO $3 BILLION THIS YEAR. THIS ASSISTANCE UNDER THE
TRADE ADJUSTMENT PROGRAM WILL CHIEFLY HELP UNEMPLOYED AMERICAN
AUTO WORKERS. IN OTHER WORDS, THE FEDERAL GOVERNMENT HAS DIRECTLY
SUFFERED APPROXIMATELY $5 BILLION LOST REVENUES BECAUSE OF THE
AUTOMOBILE PROBLEM. T[HIS IS ONLY THE TIP OF THE ICEBERG; THE
RIPPLING ECONOMIC COST IS MUCH GREATER.

FAR MORE TELLING POLITICALLY IS THE FACT THAT THESE FIGURES
REFLECT NEARLY 200,000 AMERICAN AUTO WORKERS WHO ARE UNEMPLOYED.
RIGHTLY OR WRONGLY, THESE UNEMPLOYED WORKERS BLAME, NOT THE

CURRENT ECONOMIC SITUATION, BUT RATHER FOREIGN IMPORTS. THESE

200,000 UNEMPLOYED WORKERS WITH THEIR FAMILIES, AS WELL AS THE

UNEMPLOYED WORKERS IN INDUSTRIES SUPPLYING THE PRIMARY AUTO
INDUSTRY, FORM A POWERFUL BLOCK OF VOTERS WHICH NO CONGRESSMAN

CAN IGNORE. No AMERICAN OFFICIAL CAN RESIST PROTECTIONIST




LEGISLATION IF SUCH ACTION IS DEMANDED BY SUCH A LARGE BLOC’
OF VOTERS.,

FURTHERMORE, THE FUTURE EROSION OF JOBS AND INDUSTRIES
CAUSED BY RISING CONSUMER IMPORTS INTO THE UNITED STATES HAS LONG
TROUBLED AMERICAN INDUSTRIAL UNIONS. ALTHOUGH AMERICA’S STRONGEST
EXPORT PRODUCTS HAVE COME FROM THE AGRICULTURAL SECTOR,
AGRICULTURAL EXPORTS AFFECT A FAR SMALLER SEGMENT OF THE AMERICAN
WORK FORCE AND ECONOMY THAN MANUFACTURED EXPORTS. IN ADDITION,

AMERICAN FARM PRODUCTS FACE CONSIDERABLE RESTRAINT IN THE

EUROPEAN COMMUNITY AND A MARKET WITH LIMITED POTENTIAL IN JAPAN,

ON THE OTHER HAND, THE MANUFACTURE OF CONSUMER PRODUCTS
EMPLOYS CONSIDERABLE NUMBER OF WORKERS IN THE UNITED STATES, AND
THIS SECTOR IS RELATIVELY OPEN TO FOREIGN COMPETITION. UNLIKE
THE DEMAND FOR AGRICULTURAL PRODUCTS IN FOREIGN COUNTRIES, THE
DEMAND FOR CONSUMER GOODS IN THE UNITED STATES IS IMMENSE.
ECONOMIC GROWTH IN THE UNITED STATES WILL INCREASE DEMANDS FOR
THESE CONSUMER IMPORTS FAR GREATER THAN THE RECIPROCAL FOREIGN
DEMAND FOR AMERICAN AGRICULTURAL PRODUCTS. AMERICAN AGRICULTURAL
EXPORTS WILL NOT COMPENSATE FOR THE JOB REDUCTIONS CAUSED BY

IMPORTED CONSUMER GOODS.
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THE NATIONAL COST FOR AN OPEN TRADE POLICY HAS BEEN

CONSIDERABLE; AND THAT COST HAS PROMPTED A CRITICAL POLICY REVIEW,

I FERVENTLY HOPE THAT A RELATIVELY OPEN TRADE POLICY WILL BE

REAFFIRMED, BUT THAT OUTCOME IS VERY MUCH IN QUESTION,

UNLESS THE AUTOMOBILE PROBLEM IS RESOLVED AND AN EFFORT
UNDERTAKEN TO MEET FUTURE PROBLEMS IN OTHER CONSUMER AREAS SUCH
AS OFFICE PHOTOCOPY MACHINES AND SMALL COMPUTER UNITS, THE
PROTECTIONIST SENTIMENT MAY EXPAND TO RESTRICT AMERICAN CONSUMER
MARKETS TO ALL FOREIGN IMPORTS. UNFORTUNATELY, I BELIEVE THAT
THIS PROTECTIONIST SENTIMENT WILL BE EXPRESSED CHIEFLY AGAINST
JAPANESE PRODUCTS.

IN MY MIND, AMERICA'S GREATEST ALLY IS JAPAN, JAPAN'S
GROSS NATIONAL PRODUCT WILL SOON SURPASS THE GROSS NATIONAL
PRODUCT FOR THE SOVIET UNION. As AN ECONOMIC SUPER-POWER, JAPAN
HAS AND WILL CONTINUE TO WIELD CONSIDERABLE INFLUENCE IN
INTERNATIONAL AFFAIRS; AND JAPAN HAS TAKEN AN ACTIVE ROLE IN
SUPPORTING THE UNITED STATES.

UNLIKE MuCH oF WESTERN EUROPE, JAPAN ACTIVELY SUPPORTED

THE UNITED STATES IN TAKING ECONOMIC ACTIONS AGAINST THE SOVIET
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UNION AFTER THE INVASION OF AFGHANISTAN. INSPITE OF THE

CONSIDERABLE ECONOMIC LOSS TO JAPANESE BUSINESS, THE JAPANESE
GOVERNMENT BACKED AMERICA IN GREATLY RESTRICTING JAPANESE ECONOMIC
ACTIVITIES WITH THE RussIANS. FURTHER, JAPAN HAS ACTIVELY
SUPPORTED THE UNITED STATES POSITION IN IRAN. AT GREAT ECONOMIC
COSTS TO ITSELF, JAPAN IMPOSED AN EMBARGO ON TRADE WITH IRAN
IN AN EFFORT TO FREE AMERICAN DIPLOMATIC PERSONNEL HELD HOSTAGE
IN IRAN,

CLEARLY, THE DETERIORATING TRADE RELATIONS BETWEEN THE
UNITED STATES AND JAPAN CANNOT BE ALLOWED TO CONTINUE AND THUS
JEOPARDIZE OUR BASIC ALLIANCE. | WILL CONTINUE TO USE EVERY
FORUM OPEN TO ME TO DRIVE HOME THE IMPORTANCE OF FREE TRADE TO
THE UNITED STATES AND IN PARTICULAR THE IMPORTANCE OF AMERICAN
RELATIONS WITH JAPAN,

YET, [ WOULD BE REMISS TO DISGUISE OR TO MAKE LIGHT OF
THE SERIOUS TRADE PROBLEMS BETWEEN THE UNITED STATES AND JAPAN,
JusT As THE UNITED STATES INVESTED HEAVILY IN EUROPE TO
RECIPROCATE FOR AMERICAN TRADE SURPLUS, SO ALSO AMERICANS EXPECT
JAPAN TO INVEST IN THE UNITED STATES. JusT AS THE UNITED STATES

LOWERED ITS TARIFF AND NON-TARIFF BARRIERS TO EUROPEAN PRODUCTS
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TO RECIPROCATE FOR AMERICAN TRADE SURPLUS, SO ALSO AMERICANS EXPECT
JAPAN TO OPEN ITS MARKETS TO AMERICAN AGRICULTURAL PRODUCTS AS WELL
AS MERCHANDISE AND MANUFACTURED PRODUCTS. | HOPE TO MEET WITH

PRIME MINISTER ZENKO SUZUKI DURING HIS VISIT TO WASHINGTON IN

APRIL; AND I INTEND TO CONVEY THIS MESSAGE TO HIM, [ ALSO HOPE

TO MEET WITH FOREIGN MINISTER MAasAayosHl ITo AND TRADE REPRESENTATIVE
SABURO OKITA LATER IN FEBRUARY, AND | INTEND TO CONVEY THE SAME
MESSAGE. WHEN Vice MinISTER NAoHIRO AMAYA, Vice MINISTER OF

INTERNATIONAL AFFAIRS FOR THE MINISTRY OF INTERNATIONAL TRADE

AND INDUSTRY, VISITS ME TOMORROW, | WILL EXPRESS THE NEED FOR

JAPAN TO STRENGTHEN OUR ALLIANCE BY OFFERING RECIPROCATING TRADE
OPPORTUNITIES, AND RECIPROCATING INVESTMENTS.

I BELIEVE THAT AMERICA'S PARTNERSHIP WITH JAPAN WILL BE
THE FOUNDATION FOR WORLD-WIDE PROSPERITY AND SECURITY IN THE
COMING YEARS. [HIS FUNDAMENTAL PARTNERSHIP CANNOT BE
JEOPARDIZED BY THE PRESENT DETERIORATING TRADE RELATIONS. THOSE
TRADE DIFFICULTIES MUST BE RESOLVED,

[ APPRECIATE HAVING THIS OPPORTUNITY TO ADDRESS YOU AND

SHARE WITH YOU SOME OF MY THOUGHTS. YOU AS INTERNATIONAL
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BUSINESSMEN KNOW FIRST-HAND THE IMPORTANCE OF FREE INTERNATIONAL

TRADE; | HOPE THAT YOU TOO WILL HELP TO INCREASE MUTUAL

UNDERSTANDING AND COOPERATION AND THUS HELP UPHOLD THE POLICY OF
UNIMPEDED TRADE.,

THANK You,
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THANK YOU FOR THIS OPPORTUNITY TO ADDRESS YOU TODAY. IN
VIEW OF THE PRESENT DEEP CONCERN OVER THE UNITED STATES' TRADE
POLICY, PARTICULARLY WITH REGARD TO JAPAN, I WOULD LIKE TO SHARE
SOME OBSERVATIONS WITH YOU.

As INTERNATIONAL BUSINESSMEN, YOU ARE AWARE OF THE SINGULAR
CONTRIBUTION WORLD TRADE MAKES TO EACH NATION’S DEVELOPMENT. IN
THE UNITED STATES, WITH ITS GREAT INDIGENOUS WEALTH AND
CONTINENT-WIDE MARKETS, THAT AWARENESS HAS EMERGED VERY SLOWLY.
AMERICANS HAVE TENDED TO DEPRECATE TRADE AS A FACTOR IN OUR ECONOMY,
BECAUSE TRADE OCCUPIED SUCH A SMALL ROLE. IN 1960, FOR EXAMPLE,.
TOTAL IMPORTS AND EXPORTS COMPRISED ONLY 9 PERCENT OF THE AMERICAN

GROSS NATIONAL PRODUCT. IN 1970, TOTAL IMPORTS AND EXPORTS DID

INCREASE, BUT STILL COMPRISED ONLY 12.4 PERCENT OF THE GNP,




THIS DEPRECATION HAS SLOWLY BEEN DISPELLED AS U, S, TRADE
HAS CONTINUED TO GROW. LAST YEAR, AMERICAN EXPORTS OF GOODS AND
SERVICES ALONE AMOUNTED TO 12.2 PERCENT OF oUR GNP AND AMERICAN

IMPORTS OF GOODS AND SERVICES AMOUNTED TO ANOTHER 12.3 PERCENT

OF OUR GNP. As A PERCENTAGE OF oUR GNP, IMPORTS AND EXPORTS HAVE

DOUBLED OVER THE LAST TEN YEARS TO COMPRISE A QUARTER OF OUR GNP,

TODAY, APPROXIMATELY 4.6 MILLION PEOPLE ARE EMPLOYED IN
EXPORT-RELATED JOBS IN THE UNITED STATES. IN THE MANUFACTURING
SECTOR, ABOUT ONE IN EVERY SIX AMERICAN JOBS INVOLVES EXPORT
PRODUCTS, IN THE FARMING SECTOR, ONE OUT OF EVERY THREE ACRES
PRODUCES COMMODITIES FOR EXPORT. SO YOU CAN READILY SEE THAT
INTERNATIONAL TRADE NOW COMMANDS A VITAL ROLE FOR AMERICAN
ECONOMIC SECURITY.

[T IS THEREFORE MOST IRONIC THAT THE UNITED STATES WHICH
HAS TRADITIONALLY ADVOCATED FREE TRADE POLICY AMONG NATIONS, NOW
IS SCRUTINIZING THE VIABILITY AND WORTH OF THAT POLICY. WHILE
TRADE HAS GROWN TO A QUARTER OF OUR GNP, WE NOW FACE A SURGE OF

POPULAR FEELING FOR PROTECTION AGAINST FOREIGN IMPORTS. THIS
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SENTIMENT IS CHIEFLY BEING EXPRESSED AGAINST JAPANESE PRODUCTS,
AND THIS SENTIMENT IS INFLAMED BY INCREASING IMPORTS WHICH DISPLACE
AMERICAN JOBS.

MosT RECENTLY, SENATOR JOHN DANFORTH, REPUBLICAN OF MISSOURI,
CHAIRMAN OF THE SENATE TRADE SUBCOMMITTEE AND SENATOR LLOYD BENTSEN,
OF TEXAS, RANKING DEMOCRATIC MEMBER OF THE TRADE SUBCOMMITTEE,
INTRODUCED LEGISLATION TO RESTRICT JAPANESE AUTO IMPORTS FOR A
THREE-YEAR PERIOD. THE CURRENT LEVEL OF IMPORTS OF 1.8 MILLION
CARS, WOULD BE CUT BACK TO 1.6 MILLION CARS A YEAR. ALTHOUGH
SENATOR DANFORTH AND SENATOR BENTSEN VIEWED THIS PROPOSAL AS AN
“EMERGENCY MEASURE,"” THERE IS APPREHENSION AMONG FREE-TRADERS

AND THE JAPANESE THAT EVEN MORE SEVERE, PERMANENT RESTRICTIONS

WOULD BE IMPOSED ON JAPANESE AUTOMOBILES, AS WELL AS OFFICE

MACHINERY AND CONSUMER MERCHANDISE. INDEED, IF SUCH RESTRICTIONS

ARE LEGISLATED FOR AUTOMOBILES, IT WOULD BE DIFFICULT TO RESIST
PRESSURE FOR SIMILAR RESTRICTIONS IN OTHER AREAS,
I HAVE OFTEN SERVED AS AN INTERMEDIARY BETWEEN AMERICAN

OFFICIALS AND JAPANESE OFFICIALS ON U. S.-JAPAN TRADE PROBLEMS,
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AND | HAVE TRIED TO PROMOTE UNDERSTANDING ON EACH SIDE., WHEN
TALKING TO VARIOUS SENATORS AND REPRESENTATIVES IN THE U. S,
CoNGRESS, [ HAVE FREQUENTLY EXPLAINED JAPAN'S DEPENDENCE ON EXPORTS
TO COMPENSATE FOR ITS LACK OF BASIC RESOURCES. WHEN JAPANESE
GOVERNMENT OFFICIALS HAVE VISITED WASHINGTON OR WHEN I HAVE VISITED
JAPAN, | HAVE SOUGHT TO EXPLAIN THE ECONOMIC AND POLITICAL
DIFFICULTIES CREATED BY IMPORT SENSITIVE INDUSTRIES IN THE U. S.
WITH EXISTING PROBLEMS, [ HAVE SOUGHT TO BRING THE PARTIES
TOGETHER AND WORK OUT A SUITABLE ACCOMMODATION., AND WITH THE
FUTURE IN MIND [ HAVE ALWAYS EMPHASIZED THE SPECIAL RELATIONSHIP
AND ALLIANCE BETWEEN JAPAN AND THE UNITED STATES -- THE TWO
LEADING ECONOMIC POWERS OF THE WORLD.

IN A RECENT SPEECH BEFORE THE DIET, PRIME MINISTER
/ENKO SUZUKI REITERATED THIS THEME, STRESSING THE SPECIAL
FRIENDSHIP AND TRUST BETWEEN THE UNITED STATES AND JAPAN,
ForRe1oN MINISTER MASAYOSHI 1TO FURTHER STATED THAT JAPAN'S
RELATIONS WITH THE UNITED STATES FORMED THE CORNERSTONE OF

JAPANESE FOREIGN POLICY,

INSPITE OF THE DESIRE OF THE JAPANESE LEADERS TO MAINTAIN
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WARM AMERICAN TIES, TRADE PROBLEMS HAVE DEVELOPED WHICH THREATENED
TO UNDERMINE THIS FUNDAMENTAL ALLIANCE. THE CURRENT PRESSURE FOR
TRADE RESTRAINT AGAINST JAPANESE IMPORTS HAS GROWN., THIS
PRESSURE MAY REACH A POINT WHERE THE CONGRESS CANNOT RESIST
PROTECTIONIST LEGISLATION, AT THIS POINT, I FIND THAT SOME
MEMBERS OF THE CONGRESS DO NOT CARE TO MEET WITH OFFICIALS FROM
JAPAN TO HEAR THE JAPANESE SIDE OF THE STORY,

THERE ARE SEVERAL FACTORS THAT HAVE LED TO THIS DEVELOPMENT.
FIRST, THERE HAS BEEN A GROWING AMERICAN TRADE DEFICIT WITH JAPAN.,
IN 1980, THE U, S. DEFICIT WITH JAPAN WIDENED TO $12.17 BILLION
FRoM $10.58 BILL1ON IN 1979, THE JAPANESE MERCHANDISE TRADE
SURPLUS HAS BEEN PERSISTENT SINCE 1965. In 1972, 1974, 1977, AND

1978, WHEN AMERICA EXPERIENCED A GLOBAL TRADE DEFICIT, THE

BILATERAL TRADE DEFICIT WITH JAPAN CONSTITUTED A LARGE PORTION

OF THIS OVERALL DEFICIT. IN 1971 anD 1976 wHEN THE U. S. INCURRED
AN OVERALL BALANCE OF TRADE DEFICIT, THE BILATERAL TRADE DEFICIT
WITH JAPAN WAS EVEN GREATER THAN THE OVERALL AMERICAN TRADE

DEFICIT, AND JAPAN HAS NOT RECIPROCATED FOR THE BENEFITS GRANTED

BY AMERICA.,




IN TURN, 1T sHouLD BE NOTED THAT THE U. S. HAS ENJOYED A
CONTINUOUS TRADE SURPLUS WITH WESTERN EurROPE. THE SsurpLuUs IN 1980
AMOUNTED TO $18.64 BILLION, AN AMOUNT NEARLY DOUBLE THE SURPLUS OF
$9.89 BiLLION IN 1979, THE U. S. WHERE POSSIBLE HAS RECIPROCATED
FOR THE TRADE SURPLUS WITH INVESTMENTS IN EUROPE FOR AUTOMOBILE,
PHARMACEUTICAL, CHEMICAL, AND MACHINERY PRODUCTION. THE U. S,

HAS LOWERED ITS TARIFFS FAR BELOW EUROPEAN TARIFF LEVEL TO

ENCOURAGE EUROPEAN IMPORTS., WHERE NECESSARY, THE U. S. HAS
ACCEPTED DISCRIMINATORY TARIFFS, EXCLUDING U. S. PRODUCTS FROM
EUROPE, PARTICULARLY FARM PRODUCTS. IN VIEW OF JAPAN'S TRADE
SURPLUS WITH THE U. S., AMERICANS LOOK FOR COMPARABLE RECIPROCATION.

THE PERSISTENT AMERICAN DEFICIT WITH JAPAN AND THE LACK OF
RECIPROCATION PROMPTED CONGRESSIONAL CONCERN BACK IN 1977. IN
THAT YEAR, AMERICAN TRADE DEFICIT WITH JAPAN oF $8.4 BILLION
CONSTITUTED ONE-THIRD OF THE ENTIRE AMERICAN TRADE DEFICIT WORLD-—
WIDE. CONGRESSIONAL CONCERN LED TO THE STRAUSS-USHIBA JOINT

STATEMENT OF JANUARY 1978, THIS STATEMENT CONCLUDED BILATERAL

NEGOTIATIONS TO REDUCE JAPANESE TARIFFS AND LIBERALIZE QUOTAS

ON A NUMBER OF PRODUCTS.




NOTWITHSTANDING THE STRAUSS-USHIBA AGREEMENT, THE U. S.
TRADE DEFICIT WITH JAPAN INCREASED TO $12 BILLION IN 1978. IN
1979, A SURGE OF AMERICAN EXPORTS TO JAPAN HELPED IMPROVE
BILATERAL RELATIONS., THE AMERICAN TRADE DEFICIT WITH JAPAN WAS
REDUCED TO $8.6 BILLION. HOWEVER, THE RAPID INCREASE IN THE
JAPANESE TRADE DEFICIT IN 1980, LED THE House WAYs AND MEANS
CoMMITTEE TO REPORT HoUuSE RESoLUTION 376; THIS RESOLUTION STATED
THAT THE PRESENT TRADE IMBALANCE WITH JAPAN IS INTOLERABLE,
UNACCEPTABLE, AND THREATENING OVERALL TRADE RELATIONS. THE House
RESOLUTION URGED JAPAN TO ASSUME A GREATER RESPONSIBILITY FOR THE
TRADE DEFICIT AND TAKE SUCH STEPS IN COOPERATION WITH THE UNITED

STATES TO CORRECT THE DEFICIT. SPECIFICALLY CITED WERE JAPANESE

NON-TARIFF BARRIERS, THE NEED FOR MORE JAPANESE INVESTMENT IN THE

UNITED STATES, AND THE INCREASED USE OF AMERICAN SUPPLIERS AS A
SOURCE FOR REPLACEMENT PARTS. IN EFFECT THE House RESOLUTION
EXPRESSED DISAPPOINTMENT AND FRUSTRATION OVER THE LACK OF
RECIPROCATION, THIS LACK OF RECIPROCATION HAS DONE MUCH TO TURN

AMERICAN SENTIMENT AGAINST JAPAN,




THE SECOND FACTOR CREATING THE PRESENT UNITED STATES
ATTITUDE TOWARDS JAPAN, STEMS FROM THE DIFFICULTY UNITED STATES
TRADE REPRESENTATIVES ROBERT STRAUSS AND REUBIN ASKEW FACED IN
NEGOTIATING WITH JAPANESE OFFICIALS. KEY CONGRESSMEN RECEIVED
REGULAR BRIEFINGS ON THE STRAUSS AND ASKEW NEGOTIATIONS TO
INCREASE JAPAN'S CITRUS AND BEEF IMPORTS AS WELL AS OPENING UP
PROCUREMENTS IN JAPAN TO AMERICAN SUPPLIERS. THE LONG, TOUGH
NEGOTIATIONS AND LAST-MINUTE JAPANESE CONCESSIONS ANTAGONIZED
THESE KEY CONGRESSMEN, THE EXPERIENCE LEFT THE IMPRESSION THAT
JAPAN WOULD PROTRACT THE NEGOTIATIONS AS LONG AS POSSIBLE TO
PROVIDE AT THE END THE SMALLEST CONCESSION NECESSARY TO ACCOMMODATE

AMERICAN NEEDS.

THIS PERCEPTION BY AMERICAN CONGRESSMEN OF THE JAPANESE

ATTITUDE, HAS LED SOME TO ADVOCATE A HARD AMERICAN POSITION

AGAINST FUTURE JAPANESE IMPORTS. CERTAIN INDIVIDUALS ARE FRUSTRATED

BY WHAT THEY VIEW TO BE UNYIELDING JAPANESE OPPORTUNISM; THESE
INDIVIDUALS VIEW JAPAN AS BENEFITING FROM AMERICA'S OPENNESS WHILE
DENYING ANY RESPONSIBILITY FOR AMERICAN JOBS AND INDUSTRIES

DISLOCATED BY JAPANESE IMPORTS. THE PERCEIVED DENIAL OF
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RESPONSIBILITY BY JAPAN AND THE PERCEIVED UNRESPONSIVENESS, HAS
SET CERTAIN PEOPLE AGAINST JAPAN.,
THIRD, THE DIFFICULTY AMERICAN PRODUCTS HAVE ENCOUNTERED

IN ENTERING THE JAPANESE MARKET, HAS ALSO CONTRIBUTED TO THE

PRESENT DETERIORATION, ON THIS POINT, | HAVE TOLD NUMEROUS

AMERICAN OFFICIALS THAT WE AMERICANS ARE TO BLAME FOR OUR OWN
RELUCTANCE IN SELLING PRODUCTS TO JAPAN. AMERICAN BUSINESSMEN
BELIEVE THAT THEIR PRIMARY MARKET IS IN THE UNITED STATES.
AMERICAN BUSINESS HAS BEEN MOST RELUCTANT TO STUDY THE JAPANESE
MARKET, ADAPT AMERICAN PRODUCTS TO JAPANESE CONSUMER TASTES, AND
UNDERTAKE THE LONG RANGE INVESTMENT NEEDED TO MARKET PRODUCTS
IN JAPAN. HOWEVER, WE HAVE REACHED A POINT WHERE MY MESSAGE
IS NO LONGER WELCOMED, FAIRLY OR UNFAIRLY, THE BLAME 1S PLACED
SOLELY WITH JAPAN,

IT 1S A COMMON VIEW THAT JAPAN UNTIL RECENTLY HAS UTILIZED
TARIFF AND NON-TARIFF BARRIERS TO PROTECT ITS INDUSTRIES FROM
FOREIGN COMPETITION., ACCORDING TO THIS VIEW HELD BY INFLUENTIAL
PERSONS, THE JAPANESE GOVERNMENT HAS SHELTERED ITS INDUSTRIES

FROM FOREIGN IMPORTS AND AT THE SAME TIME PROVIDED FINANCIAL AID
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FOR THEIR DEVELOPMENT; THUS PROTECTED, JAPANESE INDUSTRIES HAVE
BEEN NURSED TO MATURITY AND CAN NOW INVADE FOREIGN MARKETS,
PARTICULARLY THE UNITED STATES MARKET.

SOME MEMBERS OF THE CONGRESS BELIEVE THAT THE UNITED STATES
MUST ALSO PROTECT FLEDGLING OR AILING INDUSTRIES DURING CRITICAL
TIMES FROM FOREIGN IMPORTS. DURING THE PROTECTIVE PERIODS,
AMERICAN INDUSTRY SHOULD BE NURSED TO RECOVERY TO ACHIEVE
SUPERIORITY FOR HEAD-ON FOREIGN COMPETITION,

FOR EXAMPLE, IT IS ESTIMATED THAT AMERICAN AUTO MAKERS
WOULD NEED AN ESTIMATED $80 BILLION TO RE-TOOL OVER THE NEXT
FIVE YEARS. [HE MONEY FOR RE-TOOLING MUST COME FROM DOMESTIC
CAR SALES. TO GUARANTEE DOMESTIC CAR SALES AND THE NEEDED

CAPITAL FOR RE-TOOLING, IT IS COMMONLY BELIEVED THAT JAPANESE

EXPORTS MUST BE REDUCED. IT 1S FELT THAT THE U. S. MUST SHELTER

ITS INDUSTRIES FROM IMPORTS DURING CRITICAL PERIODS AS JAPAN HAS

EXCLUDED AMERICAN PRODUCTS.

THE FOURTH AND LAST FACTOR LEADING TO THE PRESENT

DETERIORATING SITUATION, STEMS FROM THE OVERALL NATIONAL COST




gORNE BY THE UNITED STATES IN OPENING ITS DOMESTIC CONSUMER MARKET
TO FOREIGN IMPORTS. THE COST IS EVIDENT IN THE REVENUE LOSS TO
THE U. S. GOVERNMENT, VOTER DISCONTENT, AND SAGGING EMPLOYMENT.

As STATED EARLIER, THE UNITED STATES PROTECTS ITS DOMESTIC
MARKETS FAR LESS THAN THE EUROPEAN COMMUNITY PROTECTS I1TS MARKETS.
IN KEY MANUFACTURING AREAS AND ESPECIALLY IN AGRICULTURE, THE
EUROPEAN COMMUNITY HAS EXTREMELY HIGH TARIFFS IMPEDING THE FLOW OF
AMERICAN EXPORTS TO FUROPE. DESPITE THESE TARIFF BARRIERS,
AMERICAN EXPORTS TO EUROPE REMAIN AT A VERY HIGH LEVEL. THIS
REFLECTS THE ESSENTIAL NATURE OF AMERICAN PRODUCTS EXPORTED TO

SATISFY EUROPEAN NEEDS WHICH CANNOT BE MET BY EUROPEAN INDUSTRIES

OR OTHER COUNTRIES.

IN cOMPARISON, AMERICAN TARIFFS ARE RELATIVELY LOW

ESPECIALLY WITH REGARD TO DISCRETIONARY CONSUMER GOODS -- THE
GREATEST AMERICAN MARKET FOR FOREIGN AND DOMESTIC INDUSTRIES.
IN UPHOLDING A FREE TRADE POLICY DURING THE RECESSION, THE

UNITED STATES AS A NATION HAS SUSTAINED CONSIDERABLE ECONOMIC
DETRIMENT. FOR EXAMPLE, LAST YEAR GENERAL MoToRs CORPORATION

PAID APPROXIMATELY $2 BILLION IN FEDERAL INCOMES TAXES. THIS
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REVENUE TO THE FEDERAL GOVERNMENT HAS FALLEN TO ZERO FOR THE
COMING YEAR, BECAUSE OF THE PRECARIOUS SITUATION NOW CONFRONTING
THE AUTO INDUSTRY AND GENERAL MoTORS. FURTHERMORE, SPECIAL FEDERAL
PAYMENT TO AMERICAN WORKERS THROWN OUT OF WORK BECAUSE OF IMPORTS
WILL AMOUNT TO $3 BILLION THIS YEAR. THIS ASSISTANCE UNDER THE
TRADE ADJUSTMENT PROGRAM WILL CHIEFLY HELP UNEMPLOYED AMERICAN
AUTO WORKERS. IN OTHER WORDS, THE FEDERAL GOVERNMENT HAS DIRECTLY
SUFFERED APPROXIMATELY $5 BILLION LOST . REVENUES BECAUSE OF THE
AUTOMOBILE PROBLEM. THIS IS ONLY THE TIP OF THE ICEBERG; THE
RIPPLING ECONOMIC COST IS MUCH GREATER,

FAR MORE TELLING POLITICALLY IS THE FACT THAT THESE FIGURES

REFLECT NEARLY 200,000 AMERICAN AUTO WORKERS WHO ARE UNEMPLOYED.

RIGHTLY OR WRONGLY, THESE UNEMPLOYED WORKERS BLAME, NOT THE

CURRENT ECONOMIC SITUATION, BUT RATHER FOREIGN IMPORTS. THESE
200,000 UNEMPLOYED WORKERS WITH THEIR FAMILIES, AS WELL AS THE
UNEMPLOYED WORKERS IN INDUSTRIES SUPPLYING THE PRIMARY AUTO

INDUSTRY, FORM A POWERFUL BLOCK OF VOTERS WHICH NO CONGRESSMAN

CAN IGNORE, NO AMERICAN OFFICIAL CAN RESIST PROTECTIONIST




LEGISLATION IF SUCH ACTION IS DEMANDED BY SUCH A LARGE BLOC
OF VOTERS.,

FURTHERMORE, THE FUTURE EROSION OF JOBS AND INDUSTRIES
CAUSED BY RISING CONSUMER IMPORTS INTO THE UNITED STATES HAS LONG
TROUBLED AMERICAN INDUSTRIAL UNIONS, ALTHOUGH AMERICA’S STRONGEST
EXPORT PRODUCTS HAVE COME FROM THE AGRICULTURAL SECTOR,
AGRICULTURAL EXPORTS AFFECT A FAR SMALLER SEGMENT OF THE AMERICAN
WORK FORCE AND ECONOMY THAN MANUFACTURED EXPORTS. IN ADDITION,

AMERICAN FARM PRODUCTS FACE CONSIDERABLE RESTRAINT IN THE

EUROPEAN COMMUNITY AND A MARKET WITH LIMITED POTENTIAL IN JAPAN.

ON THE OTHER HAND, THE MANUFACTURE OF CONSUMER PRODUCTS
EMPLOYS CONSIDERABLE NUMBER OF WORKERS IN THE UNITED STATES, AND
THIS SECTOR IS RELATIVELY OPEN TO FOREIGN COMPETITION. UNLIKE
THE DEMAND FOR AGRICULTURAL PRODUCTS IN FOREIGN COUNTRIES, THE
DEMAND FOR CONSUMER GOODS IN THE UNITED STATES 1S IMMENSE.,
ECONOMIC GROWTH IN THE UNITED STATES WILL INCREASE DEMANDS FOR
THESE CONSUMER IMPORTS FAR GREATER THAN THE RECIPROCAL FOREIGN
DEMAND FOR AMERICAN AGRICULTURAL PRODUCTS., AMERICAN AGRICULTURAL

EXPORTS WILL NOT COMPENSATE FOR THE JOB REDUCTIONS CAUSED BY

IMPORTED CONSUMER GOODS.
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THE NATIONAL COST FOR AN OPEN TRADE POLICY HAS BEEN
CONSIDERABLE; AND THAT COST HAS PROMPTED A CRITICAL POLICY REVIEW,
I FERVENTLY HOPE THAT A RELATIVELY OPEN TRADE POLICY WILL BE
REAFFIRMED, BUT THAT OUTCOME IS VERY MUCH IN QUESTION.

UNLESS THE AUTOMOBILE PROBLEM IS RESOLVED AND AN EFFORT
UNDERTAKEN TO MEET FUTURE PROBLEMS IN OTHER CONSUMER AREAS SUCH
AS OFFICE PHOTOCOPY MACHINES AND SMALL COMPUTER UNITS, THE
PRUTECTIONIST SENTIMENT MAY EXPAND TO RESTRICT AMERICAN CONSUMER
MARKETS TO ALL FOREIGN IMPORTS. UNFORTUNATELY, | BELIEVE THAT
THIS PROTECTIONIST SENTIMENT WILL BE EXPRESSED CHIEFLY AGAINST
JAPANESE PRODUCTS.,

IN MY MIND, AMERICA’'S GREATEST ALLY IS JAPAN. JAPAN'S

GROSS NATIONAL PRODUCT WILL SOON SURPASS THE GROSS NATIONAL

PRODUCT FOR THE SOVIET UNION., AS AN ECONOMIC SUPER-POWER, JAPAN

HAS AND WILL CONTINUE TO WIELD CONSIDERABLE INFLUENCE IN
INTERNATIONAL AFFAIRS; AND JAPAN HAS TAKEN AN ACTIVE ROLE IN
SUPPORTING THE UNITED STATES.

UNLIKE MUCH OF WESTERN EUROPE, JAPAN ACTIVELY SUPPORTED

THE UNITED STATES IN TAKING ECONOMIC ACTIONS AGAINST THE SOVIET
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UNION AFTER THE INVASION OF AFGHANISTAN. INSPITE OF THE
CONSIDERABLE ECONOMIC LOSS TO JAPANESE BUSINESS, THE JAPANESE
GOVERNMENT BACKED AMERICA IN GREATLY RESTRICTING JAPANESE ECONOMIC
ACTIVITIES WITH THE RUSSIANS, FURTHER, JAPAN HAS ACTIVELY
SUPPORTED THE UNITED STATES POSITION IN IRAN. AT GREAT ECONOMIC
COSTS TO ITSELF, JAPAN IMPOSED AN EMBARGO ON TRADE WITH IRAN
IN AN EFFORT TO FREE AMERICAN DIPLOMATIC PERSONNEL HELD HOSTAGE
IN IRAN,

CLEARLY, THE DETERIORATING TRADE RELATIONS BETWEEN THE
UNITED STATES AND JAPAN CANNOT BE ALLOWED TO CONTINUE AND THUS
JEOPARDIZE OUR BASIC ALLIANCE. [ WILL CONTINUE TO USE EVERY
FORUM OPEN TO ME TO DRIVE HOME THE IMPORTANCE OF FREE TRADE TO
THE UNITED STATES AND IN PARTICULAR THE IMPORTANCE OF AMERICAN
RELATIONS WITH JAPAN,

YET, | WOULD BE REMISS TO DISGUISE OR TO MAKE LIGHT OF
THE SERIOUS TRADE PROBLEMS BETWEEN THE UNITED STATES AND JAPAN.

JusT As THE UNITED STATES INVESTED HEAVILY IN EUROPE TO

RECIPROCATE FOR AMERICAN TRADE SURPLUS, SO ALSO AMERICANS EXPECT

JAPAN TO INVEST IN THE UNITED STATES. JUST AS THE UNITED STATES

LOWERED ITS TARIFF AND NON-TARIFF BARRIERS TO EUROPEAN PRODUCTS




-

TO RECIPROCATE FOR AMERICAN TRADE SURPLUS, SO ALSO AMERICANS EXPECT
JAPAN TO OPEN ITS MARKETS TO AMERICAN AGRICULTURAL PRODUCTS AS WELL

AS MERCHANDISE AND MANUFACTURED PRODUCTS. | HOPE TO MEET WITH

PRIME MINISTER ZENKO SUZUKI DURING HIS VISIT TO WASHINGTON IN

APRIL; AND I INTEND TO CONVEY THIS MESSAGE TO HIM, | ALSO HOPE
TO MEET WITH FOREIGN MINISTER MASAYOSHI I70 AND TRADE REPRESENTATIVE
SABURO OKITA LATER IN FEBRUARY, AND I INTEND TO CONVEY THE SAME
MESSAGE. WHEN Vice MINISTER NAOHIRO AMAYA, Vice MINISTER OF
INTERNATIONAL AFFAIRS FOR THE MINISTRY OF INTERNATIONAL TRADE
AND INDUSTRY, VISITS ME TOMORROW, | WILL EXPRESS THE NEED FOR
JAPAN TO STRENGTHEN OUR ALLIANCE BY OFFERING RECIPROCATING TRADE
OPPORTUNITIES, AND RECIPROCATING INVESTMENTS.

I BELIEVE THAT AMERICA'S PARTNERSHIP WITH JAPAN WILL BE
THE FOUNDATION FOR WORLD-WIDE PROSPERITY AND SECURITY IN THE
COMING YEARS. THIS FUNDAMENTAL PARTNERSHIP CANNOT BE
JEOPARDIZED BY THE PRESENT DETERIORATING TRADE RELATIONS. THOSE
TRADE DIFFICULTIES MUST BE RESOLVED.

[ APPRECIATE HAVING THIS OPPORTUNITY TO ADDRESS YOU AND

SHARE WITH YOU SOME OF MY THOUGHTS. YOU AS INTERNATIONAL
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BUSINESSMEN KNOW FIRST-HAND THE IMPORTANCE OF FREE INTERNATIONAL

TRADE; | HOPE THAT YOU TOO WILL HELP TO INCREASE MUTUAL

UNDERSTANDING AND COOPERATION AND THUS HELP UPHOLD THE POLICY OF

UNIMPEDED TRADE.

THANK You,




