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June 9, 1986

Dear Bill:

Thank you for the March 27 letter you and your colleagues
sent to me on U.S.-Japan trade relations, expressing your

views on this issue before I met Prime Minister Nakasone on
April 13-14.

Let me assure you that trade was the key issue during my
meetings with the Prime Minister. As you pointed out,
Japan's large global surplus affects the future growth of
the global economy and produces severe pressure on the
international trading system. Furthermore, it is politically
unsustainable because of the strains it imposes on Japan's
relations with other countries. I made these points clearly
to the Prime Minister during our discussions.

Prime Minister Nakasone keenly appreciates the serious danger
his country faces if Japan fails to take effective and rapid
action to reduce its surpluses significantly and to continue its
efforts to open the vast Japanese market to competitive foreign
products. He told me that Japan is determined to work toward
its national policy goal of steadily reducing its current account
surplus to one consistent with international harmony. The
Prime Minister knows that a failure to make substantial progress
would heighten the risk of U.S. protectionist legislation directed

against Japan, regardless of my own strong views opposing such
legislation.

The Prime Minister and I also discussed the Maekawa Commission

report which had recently been prepared for him by a prestigious

panel of leaders from Japan's private sector. He said that he is
determined to bring about a fundamental change in Japan's
economy -- a shift from reliance on exports for growth to a more

balanced economy leading to a significant increase in imports, par-

ticularly manufactured goods and other high value added items.
While it will take time for solid results to appear, establishment
of such a goal is an extremely important first step. The Prime
Minister described it as a form of surgery that occurs only once



2

in a century. To carry it out, he has established a special

Cabinet-level committee. Moreover, the Prime Minister and I
agreed to undertake a dialogue on structural economic issues
to complement the MOSS negotiations which started last year.
Secretaries Shultz and Baker will launch this effort in collab-
oration with their Japanese counterparts as soon as possible.

Your letter mentioned that there is a widespread impression
that Japan is unwilling to assume the responsibilities commen-
surate with the second largest economy in the free world. 1 do
not share this view. In recent years Prime Minister Nakasone
and his government have moved Japan a considerable distance
toward an internationalization of its economy, often in the face
of strong opposition from powerful interest groups and the
bureaucracy. Clearly this goal has not yet been fully achieved
and more must be done. But it is an enormous and complex
task to change fundamentally a national economic philosophy.
There are no quick or easy fixes.

The preoccupation with the record trade imbalance between the
United States and Japan often has overshadowed recent accom-
plishments in trade liberalization. We are closely monitoring
implementation of the Prime Minister's comprehensive Trade
Action Program which was announced last July. The program
is a step toward creating a Japanese market free in principle
where restrictions would be the exception. Important progress
in improving market access has been made in four key sectors
through the so-called MOSS negotiations, and this effort is
continuing. The large appreciation of the yen over the last
several months also is enhancing the price competitiveness of
U.S. exports and holds the promise over time of stimulating
shipments to Japan.

I appreciated receiving your views on the eve of the
Prime Minister's visit. America's trade policy must be a
joint enterprise. I will continue to work closely with the

Congress on the important issue of U.S.-Japan trade
relations.

Sincerely,

The Honorable William L. Armstrong

United States Senate

Washington, D.C. 20510
RR:NSC:USTR:WLB:KRJ:jfc (sys6-RRCONG)
cc: NSC Secretariat - FYI _/77,

cc: Sol Mosher, USTR - FYI /

cc: Jim Dyer, STATE - FYI
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The President
The White House
Washington, D.C. 20500

Dear Mr. President:

We are writing to share with you our concerns about
U. S.-Japan trade relations in anticipation of your upcoming
meeting with Prime Minister Nakascne. We urge you to make
Japanese trade policy a key focus in your talks and hope that
ongoing trade discussions will not be subjected to "political®
solutions by those less concerned with results than with cre-
ating a congenial atmosphere for the meeting.

There can be no doubt that Japan's position in world
trade will continue to have major foreign policy implications
for both countries for a long time to come. Stopgap solutions
designed to ease an immediate protectionist threat will, if they
fail to achieve results, merely enhance the prospects for mis-
guided action in the future. Unless current negotiations can be
resolved in a way that offers measurable improvement in Japan's
trade performance, your Administration's efforts over the past
year run the risk of being dismissed as an exercise in politics.

Our concern about the U. S. trade deficit with Japan re-
flects the widespread impression in this country that Japan is
unwilling to assume the burdens and responsibilities incumbent
upon the second largest economy in the free world. 1In this re-
gard, Japan's massive global surplus is more than a bilateral
problem with the United States—-it represents a severe threat to
world economic growth with negative implications for developing
and developed nations alike. Although the recent appreciation in
the value of the yen--if sustained--holds the potential for
improvement in Japan's trade balance, we must continue to demand
that Japan open its market to foreign products and services,
expand domestic demand, and halt dumping and other unfair trade

practices in connection with some of the products it ships
abroad.

.




The President
March 27, 1986
Page Two

While Prime Minister Nakasone appears to recognize the
need to tackle Japan's destabilizing trade imbalance, we are
convinced that direct expressions of concern on your part are
needed to enhance the prospects for substantive solutions and
meaningful results. Clearly, our bilateral relationship is too
important to allow these trade problems to fester indefinitely
or to paper them over with agreements destined to fail.

Mr. President, we fully expect the Senate to act on trade
legislation this year. There is no doubt that the nature of such
- legislation will be influenced by our overall trade performance
and, in particular, by the U. S.-Japan trade picture. Our hope
is that you will continue to impress upon Prime Minister Nakasone

and other Japanese leaders the need for substantial progress on
this front.

Sincerely,
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SENATE LISTING

(02/28/86)
No.  WILL BALL/PRES
1 Sen./Jim
2 Sen./Mark
3 Sen./Bill
4 Sen./Max
5 Sen./Lloyd
6 Sen./Joe
7 Sen./Jeff
8 Sen. /David
9 Sen. /Rudy
10 Sen./Bill
11 Sen./Dale
12 Sen./Quentin
13 Sen. /Robert
14 Sen./John
15 Sen./Lawton
16 Sen./Thad
17 Sen./Bill
18 Sen./Alan
19 Sen./Al
20 Sen. /Jack
21 Sen./Dennis
22 Sen. /Jerry
23 Sen./Al
24 Sen./Chris
25 Sen./Bob

NAME

James Abdnor

Mark Andrews
William L. Armstrong
Max Baucus

Lloyd Bentsen
Joseph R. Biden, Jr.
Jeff Bingaman
David L. Boren

Rudy Boschwitz

Bill Bradley

Dale Bumpers
Quentin N. Burdick

Robert C. Byrd
Democratic Leader

John H. Chafee
Lawton Chiles
Thad Cochran
William S. Cohen

Alan Cranston
Democratic Whip

Alfonse D'Amato
John C. Danforth
Dennis DeConcini
Jeremiah Denton
Alan J. Dixon
Christopher J. Dodd

Robert Dole
Majority Leader

(ON DISPLAYWRITER)

PARTY/STATE B'DATE

R/SD
R/ND
R/CO
D/MT
D/TX
D/DE
D/NM
D/CK
R/MN
D/NJ
D/AR
D/ND

D/WV

R/RI
D/FL
R/MS
R/ME

D/CA

R/NY
R/MO
D/AZ
R/AL
D/IL
p/cTr

R/KS

02/13/23
05/19/26
03/16/37
12/11/41
02/11/21
11/20/42
10/03/43
04/21/41
11/07/30 .
07/28/43
08/12/25
06/19/08

11/20/17

10/22/22
04/03/30
12/07/37
08/28/40

06/19/14

08/01/37
09/05/36
05/08/37
07/15/24
07/07/27
05/27/44

07/22/23



SENATE LISTING

(02/28/86)

No. WILL BALL/PRES
26 Sen./Pete -
27 Sen./Dave
28 Sen,/Tom

29 Sen./John
30 Sen./Dan

31 - Sen./Jim

32 Sen. /Wendell
33 Sen./Jake
34 Sen./John
35 Sen./Barry
36  Sen./Al

37 ‘ Se.n./Slade :
38 Sen./Phil
39 Sen. /Chuck
40 Sen./Tom .
41 Sen./Gary
42 Sen./Orrin
43 Sen./Mark
44 Sen./Paula
45 Sen. /Chic
46 Sen. /Howell
47 Sen./John
48 Sen./Jesse
49 Sen./Fritz
50 Sen. /Gordon
51 Sen./Dan

52 Sen./Bennett
53 Sen./Nancy

NAME -
Pete V. Damenici

David Durenberger
Thomas F. Eagleton
John P. East
Daniel J. Evans

J. James Exon
Wendell H. Ford
Jake Garn |
John Glenn

Barry Goldwater
Albert Gore, Jr.
Slade Gorton

Phil Gramm
Charles E. Grassley

Tam Harkin

Gary Hart

Orrin G. Hatch
Mark O. Hatfield
Paula Hawkins

Chic Hecht

Howell Heflin
John Heinz

Jesse Helms

Ernest F. Hollings
Gordon J. Humphrey
Daniel K. Inouye
J. Bennett Johnston

Nancy Landon Kassebaum

(ON DISPLAYWRITER)

PARTY/STATE B'DATE

R/NM 05/07732
R/MN 08/19/34
D/MO 09/04/29
R/NC 05/05/31
R/WA 10/16/25
D/NE 08/09/21
D/KY. 09/08/24
R/UT 10/12/32
D/OH 07/18/21
R/AZ 01/01/09
D/TN 03/31/48
R/WA 01/08/28
R/TX 07/08/42
R/IA 09/17/433
D/IA 11/19/39
D/CO 11/28/57
R/UT 03/22/34
R/OR 07/12/22
R/FL 01/24/27
R/NV 11/30/28
D/AL 06/19/21
R/PA 10/23/38
R/NC 10/18/21
D/sC 01/01/22
R/NH 10/09/40
D/HIL 09/07/24
D/1A " 06/10/32
R/KS 07/29/32



SENATE LISTING

(02/28/86) i
No. WILL BALL/PRES
54 ~Sen./Bob ;
55 Sen./Ted
56 Sen /Senator Kerry
57 Sen. /Frank '
58 Sen./Paul
59 Sen./Pat
60 Sen./Carl
61 Sen./Russell
62 Sen, /Dick
63 Sen./Mac
64 Sen./Spark
65 Sen. /Mack
66 Sen. /Jim
67 Sen. /Mitch
68 Sen./John
69 Sen. /Howard
70 Sen./George
71 Sen./Pat
72 Sen./Frank
73 Sen./Don
74 Sen./Sam
75 Sen./Bab
76 Sen./Claiborne
77 Sen./Larry
78 Sen./Bill
79 Sen./David
80 Sen./Dan

NAME

——————

Robert W. Kasten, Jr.

'Edward M. Kennedy

John F. Kerry

'Frank R. Lautenberg

Paul lLaxalt
Patrick J. Leahy

Carl Levin

Russell B. Long

Richard G. Lugar

Charles McC. Mathias, Jr.
Spark M. Matsunaga

Mack Mattingly

James A. McClure

Mitch McConnell

John Melcher

-Howard M. Metzenbaum

George J. Mitchell
Daniel Patrick Moynihan
Frank H. Murkowski

Don Nickles

Sam Nunn

Bob Packwood

Claiborne Pell

Larry Pressler

William Proxmire

David Pryor

Dan Quayle

(ON DISPLAYWRITER)

PARTY/STATE B'DATE

R/WI 06/19/42
D/MA 02/22/32
D/MA 12/22/43
D/NJ 01/23/24
R/NV 08/02/22
D/VT 03/31/40
D/MI 06/28/34
D/IA 11/03/18
R/IN 04/04/32
R/MD 07/24/22
D/HI 10/08/16
R/GA 01/07/31
R/ID 12/217/24
R/KY 02/20742
D/MT 09/06/24
D/CH 06/04/17
D/ME 08/20/33
D/NY. 03/16/27
R/AK 03/28/33
R/CK 12/06/48
D/GA 09/C8/38
R/OR 09/11/32
D/RI 11/22/18
R/SD 03/29/42
D/WI 11/11/15
D/AR 08/29/34
R/IN 02/04/47



SENATE LISTING

(02/28/86)
No.  'WILL BALL/PRES
81 ~ Sen,/Don -
82 Sen./Jay -
83 . Sen,/Bill
84 Sen. /Warren
85 Sen./Paul
86 Sen./Jim
87 Sen./Paul
88 Sen./Al
89 Sen./Arlen
90 Sen. /Bob
91 Sen. /John
92 Sen./Ted
93 Sen. /Steve
94 Sen./Stram
95 Sen. /Paul
96 Sen./Malcolm
97 Sen./John
98 Sen./Lowell
99 Sen./Pete
100 Sen./Ed

NAME
Donald W. Riegle, Jr.

John 'D. Rockefeller IV

William V. Roth,.Jr.
Warren B. Rudman
Paul S. Sarbanes
Jim Sasser

Paul Simon

Alan K. Simpson

Assistant Majority Leader

Arlen Specter
Robert T. Stafford

John C. Stennis
Ted Stevens

Steven D. Symms
Stram Thurmond
Paul S. Trible, Jr.
Malcolm Wallop

John W. Warner

Lowell P. Weicker, Jr.

Pete Wilson

Edward Zorinsky

(ON DISPLAYWRITER)

PARTY/STATE B'DATE

D/MI 02704738
D/WV 06/18/37
R/DE 07/22/21
R/NH 05/18/30
D/MD 1 02/03/33
D/TN 09/30/36
D/IL 11/29/28
R/WY 09/02/31
R/PA 02/12/30
R/VT 08/08/13
D/MS 08/03/01
R/AK 11/18/23
R/ID 04/23/38
R/SC 12/05/02
R/VA 12/29/46
R/WY 02/27/33
R/VA 02/18/27
R/CT 05/16/31
R/CA 08/23/33
D/NE 11/11/28



THE WHITE HOUSE
WASHINGTON

Date: 5/28

fO: JOHNV//

FROM: KATHY RATTE J AFFKE
Office of Legislative Affairs

The attached draft Presidential

was prepared by State with USTR
and NSC clearance. Pam approved
for RR's signature and I sent' it

to Risque for approval. She )
suggested that a "summit" paragraph
be added. I sent it back to NSC
for guidance and I received their
recommendation today, saying that
the original draft was 0.K.

Before I have 55 Presidentia d

.in final, I would like West
approval.

ThanKs.



RONALD W. REAGAN LIBRARY

THIS FORM MARKS THE FILE LOCATION OF ITEM NUMBER / LISTED ON THE

WITHDRAWAL SHEET AT THE FRONT OF THIS FOLDER.
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May 23, 1986

MEMORANDUM FOR KATHY RATTE JAFFKE

FROM: RODNEY B. MCDANIEL

SUBJECT: Reply to 54 Senators re: Nakasone Visit

In response to your memo of May 8 (Tab C), the NSC staff believes

the attached draft reply (Tab A) is acceptable and that there is
no need to add a Tokyo Summit paragraph.

Attachment
Tab A Draft Reply
Tab B Letter from 54 Senators

Tab C Jaffke Memo to McDaniel
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May 22, 1986
ACTION

MEMORANDUM FOR RODNEY B. MCDANIEL

'
THRU: S?&é&& I. DANZANSKY
FROM: ALE ER H. PLATT
SUBJECT: ply to 54 Senators re: Nakasone Visit

We have been asked to review, update and possibly add a new
paragraph on the "Summit" to the attached draft reply (Tab A) to
a letter from 54 Senators regarding the Nakasone visit (Tab B).

RECOMMENDATION:

That you sign the memorandum to Jaffke (Tab I) indicating that
the NSC believes the attached letter is acceptable and that there
is no need to add a Tokyo Summit paragraph.

Approve _ Disapprove
Jim Kelfy ggncurs.
Attachments
Tab I Memo to Jaffke
Tab A Draft Reply
Tab B Letter from 54 Senators
Tab C Jaffke Memo to McDaniel

cc: Ron Sable



May 8, 1986

MEMORANDUM FOR: RODNEY McDANIEL .
FROM: KATHY RATTE JAFFKE
SUBJECT: Reply to 54 Senators

re: Nakasone Visit

Nancy Risque has asked me to have the attached Presidential

reviewed and updated if appropriate to add a "summit"
paragraph.

I would appreciate your assistance in this regard.

cc: Records Management - FYI (ID#397507)






THE WHITE HOUSE
WASHINGTON

Date: 4/28

TO: NANCY RISQUE

FROM: KATHY RATTE JAFFKE
Office of Legislative Affairs

State/NSC/USTR and Pam Turner
have concurred on the attached
draft.

The draft is a presidential in
response to a letter from 54
Senators on U.S.-Japan trade
relations.

Is this 0.K. and should I have
presidentials prepared with
Friday's date (April 25)?

THE WHITE HOUSE
WASHINGTON

Date: 4/28

TO: PAM .

FROM: KATHY RATTE JAFFKE
Office of Legislative Affairs

The attached draft has been
approved by State & NSC.

Would you please review it before
I send it over to the West Wing?

Do you think it should be

a Presidential as it is written
or revised for Will's signature.

oF T
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MEMORANDUM FOR KATHY RATTE JAFFKE
FROM: RODNEY B, MCDANIEL/[Y

SUBJECT: Reply to a Letter from 54 Senators re
the Nakasone Visit

The NSC staff has no objection to the attached draft reply
(Tab A) to the March 27 letter to the President from 54
Senators (Tab B) regarding the visit of Prime Minister

Nakasone. The draft was prepared by the Department of State
and cleared by USTR.

Attachments
Tab A Draft Reply
Tab B Incoming Letter



NATIONAL SECURITY COUNCIL 3270
WASHINGTON, D.C. 20506

April 25, 1986

MEMORANDUM FOR KATHY RATTE JAFFKE

/
FROM: RODNEY B. MCDANIEL(??(72

SUBJECT: Reply to a Letter from 54 Senators re
the Nakasone Visit

The NSC staff has no objection to the attached draft reply
(Tab A) to the March 27 letter to the President from 54
Senators (Tab B) regarding the visit of Prime Minister

Nakasone. The draft was prepared by the Department of State
and cleared by USTR.

Attachments
Tab A Draft Reply
Tab B Incoming Letter
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April 24, 1986
ACTION

MEMORANDUM FOR RODNEY

FROM: STEPHEN
SUBJECT: Reply t ttors re
Nakason

Attached at Tab I is a memorandum from you to Kathy Jaffke
forwarding a draft reply to a letter to the President from
54 Senators regarding U.S.-Japan trade relations and the
visit of Prime Minister Nakasone.

The draft was prepared by the Department of State and
cleared by USTR.

RECOMMENDATION :

That you sign the memgrandum to Jaffke at Tab I.

%/&5

Approve Disapprove

Jim(JKelly and Aii latt concur.

Attachments
Tab I Memo to Jaffke
Tab A Draft Reply
Tab A Incoming Letter
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April 22, 1980

LIMILED--OFFICEATUSE

MEMORANDUM FOR VADM JOHN M. POINDEXTER
THE WHITE HOUSE

Subject: Draft Presidential reply to a letter from 54 Senators
on U.S.~-Japanese trade relations

We are providing a draft Presidential reply prepared by the
State Department to a March 27 letter the President received
from 54 Senators on U.S.-Japan trade relations. The letter
takes account of Prime Minister Nakasone's visit. It has been
cleared by USTR.

4ﬁ2wéj&athgfﬂq
Nicholas Platt
Executive Secretary

Attachment

8 1[z6/?!






Dear -Senator, -

Thank you for the March 27th letter you and your colleagues
sent me on U.S.-Japanh trade relations, expressing your views on

this before I met Prime Minister Nakasone on April 13-14,

Let me assure you that trade was the key issue during my
meetings with the Prime Minister. As you pointed out, Japan's
large global surplus affects the future growth of the global
economy and produces severe pressure on the international
trading system. Furthermore, it is politically unsustainable
because of the strains it imposes on Japan's relations with
other countries. I made these points clearly to the Prime

Minister during our discussions,

Prime Minister Nakasone keenly appreciates the serious
danger his country faces if Japan fails to take effective and
rapid action to reduce its surpluses significantly and to
continue its efforts to open the vast Japanese market to
competitive foreign products. He told me that Japan is
determined to work toward its national policy goal of steadily
reducing its current account surplus to one consistent with
international harmony. The Prime Minister knows that a failure
to make substantial progress would heighten the risk of U.S.
protectionist legislation directed against Japan, regardless of

my own strong views opposing such legislation.



The Prime Minister and I also discussed the Maekawa
Commission report which had recently been prepared for him by a
prestigious panel of leaders from Japan's private sector. He
said that he is determined to bring about a fundamental change
in Japan's economy -- a shift from reliance on exports for
growth to a more balanced economy leading to a significant
increase in imports, particularly manufactured goods and other
high value added items. While it will take time for solid
results to appear, establishment of such a goal is an extremely
important first step. The Prime Minister described it as a
form of surgery that occurs only once in a century. To carry
it out, he has established a special Cabinet-level Committee.
Moreover, the Prime Minister and I agreed to undertake a
dialogue on structurai economic issues to complement the MOSS
negotiations which started last year. Secretaries Shultz and
Baker will launch this effort in collaboration with their

Japanese counterparts as soon as possible.

Your letter mentioned that there is a widespread impression
that Japan is unwilling to assume the responsibilities
commensurate with the second largest economy in the free
world. I do not share this view. In recent years Prime
Minister Nakasone and his government have moved Japan a
considerable distance toward an internationalization of its
economy, often in the face of strong opposition from powerful

interest groups and the bureaucracy. Clearly this goal has not



yet been fully achieved and more must be done. But it is an
enormous and complex task to change fundamentally a national

economic philosophy. There are no quick or easy fixes.

The preoccupation with the record trade imbalance bhetween
the United States and Japan often has overshadowed recent
accomplishments in trade liberalization. We are closely
monitoring implementation of the Prime Minister's comprehensive
Trade Action Program which was announced last July. The
program is a step toward creating a Japanese market free in
principle where restrictions would be the exception. 1Important
progress in improving market access has been made in four key
sectors through the so-called MOSS negotiations, and this
effort is continuing. The large appreciation of the yen over
the last several months also is enhancing the price
competitiveness of U.S. exports and holds the promise over time

of stimulating shipments to Japan.

I appreciated receiving your views on the eve of the Prime
Minister's visit. America's trade policy must be a joint
enterprise. I will continue to work closely with the Congress
on the important issue of U.S.-Japan trade relations.

Sincerely,

Ronald Reagan
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Dear Senator,

Thank you for the March 27th letter you and your colleagues
sent me on U.S.-Japan trade relations, expressing your views on

this before I m Prime Minister Nakasone on April 13.

I share your concern about the political and economic
ramifications of Japan's large current account surpluses. As
you pointed out, Japan's large global surplus affects the
future growth of the global economy and produces severe
pressure on the international trading system. Furthermore, it
is politically unsustainable because of the str=ir- i+ $imnrgeg
on Japan's relations with other countries., I i 2
these points to the Prime Minister when we disc

economic policy.

Prime Minister Nakasone himself already keenly appreciates
the serious dangers his country faces if Japan fails to take
effective and rapid action to reduce its surpluses
significantly and to continue its efforts to open its vast
market to competitive foreign products. 1Indeed, when he
accepted on April 8 the report of the Maekawa Commission, the
advisory group he appointed last fall to review the future role
of the Japanese economy in the world, Prime Minister Nakasone
said that Japan should have a "national goal" of steadily

reducing its current account surpluses. The Prime Minister and



the Japanese government also understand that the failure to
make substantial progress on this heightens the risk of
protectionist legislation directed against Japan in the U.S.,

regardless of my own strong views opposing such legislation.

Your letter mentioned that there is a widespread impression
that Japan is unwilling to assume the responsibilities
commensurate with the second largest economy in the free
world. I do not share this view. 1In recent years Prime
Minister Nakasone and his government have moved Japan a
considerable distance toward an internationalization of its
economy, often in the face of strong opposition from powerful
interest groups and the bureaucracy. Clearly this goal has not
yet been fully achieved and more must be done. But it is an
enormous and complex task to change fundamentally a national

economic philosophy. There are no quick or easy fixes.

The preoccupation with the record trade imbalance between
the United States and Japan has often overshadowed recent
accomplishments in trade liberalization. The Prime Minister's
comprehensive Trade Action Program last year is moving Japan
toward a market free in principle where restrictions would be

the exception. The U.S. achieved important progress in market



opening through the so-called MOSS negotiations in four key
sectors. The large appreciétion of the yen over the last
several months also is enhancing the price competitiveness of
U.S. exports and holds the promise over time of stimulating

shipments to Japan.

I understand that the Maekawa Commission report points to
the need for Japan to make an historic transformation in its
economic policies and to steadily reduce its large current
account surpluses to a level "consistent with international
harmony." That such conclusions should appear in a report
prepared by a prestigious panel of leaders from Japan's private
sector indicates, I believe, that the Japanese are aware of and
sensitive to the concerns you expressed in your letter. I plan

to discuss the report during my meeting with the Prime Minister.

I appreciated receiving your views on the eve of the Prime
Minister's visit. America's trade policy must be a joint
enterprise. I will continue to work closely with the Congress
on the important issue of U.S.-Japan trade relations,.

Sincerely,

Ronald Reagan
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Dear Senator,

Thank you for the March 27th letter you and your colleagues
sent me on U.S.-Japan trade relations, expressing your views on

this before I meet Prime Minister Nakasone on April 13.

I share your concern about the political and economic
ramifications of Japan's large current account surpluses. As
you pointed out, Japan's large global surplus affects the
future growth of the global economy and produces severe
pressure on the international trading system. Furthermore, it
is politically unsustainable because of the strains it imposes
on Japan's relations with other countries. I intend to make
these points to the Prime Minister when we discuss Japanese

economic policy.

Prime Minister Nakasone himself already keenly appreciates
the serious dangers his country faces if Japan fails to take
effective and rapid action to reduce its surpluses”
significantly and to continue its efforts to open its vast
market to competitive foreign products. 1Indeed, when he
accepted on April 8 the report of the Maekawa Commission, the
advisory group he appointed last fall to review the future role
of the Japanese economy in the world, Prime Minister Nakasone
said that Japan should have a "national goal" of steadily

reducing its current account surpluses. The Prime Minister and



the Japanese government also understand that the failure to
make substantial progress on this heightens the risk of
protectionist legislation directed against Japan in the U.S.,

regardless of my own strong views opposing such legislation.

Your letter mentioned that there is a widespread impression
that Japan is unwilling to assume the responsibilities
commensurate with the second largest economy in the free
world. I do not share this view., 1In recent years Prime
Minister Nakasone and his government have moved Japan a
considerable distance toward an internationalization of its
economy, often in the face of strong opposition from powerful
interest groups and the bureaucracy. Clearly this goal has not -
yet been fully achieved and more must be done. But it is an
enormous and complex task to change fundamentally a national

economic philosophy. There are no quick or easy figxes.

The preoccupation with the record trade imbalance between
the United States and Japan has often overshadowed recent
accomplishments in trade liberalization. The Prime Minister's
comprehensive Trade Action Program last year is moving Japan
toward a market free in principle where restrictions would be

the exception. The U,S. achieved important progress in market



opening through the so-called MOSS negotiations in four key
sectors. The large appreciation of the yen over the last
several months also is enhancing the price competitiveness of
U.S. exports and holds the promise over time of stimulating

shipments to Japan.

I understand that the Maekawa Commission report points to
the need for Japan to make an historic transformation in its
economic policies and to steadily reduce its large current
account surpluses to a level "consistent with international
harmony."™ That such conclusions should appear in a report
prepared by a prestigious panel of leaders from Japan's private
sector indicates, I believe, that the Japanese are aware of and
sensitive to the concerns you expressed in your letter. I plan

to discuss the report during my meeting with the Prime Minister.

I appreciated receiving your views on the eve of the Prime
Minister's visit. America's trade policy must be a joint
enterprise. I will continue to work closely with the Congress
on the important issue of U.S.-Japan trade relations.

Sincerely,

Ronald Reagan
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THE WHITE HOUSE

WASHINGTON

April 3, 1986

MEMORANDUM FOR: CATHY THIBODEAU

Congressional Correspondence
Department of State

)
FROM: : KATHY RATTE JAFFKE M
Director, Congressional
.Correspondence
SUBJECT: Nakasone Visit

Attached is the action copy of the March 27 letter to the
President from 54 Senators with respect to Prime Minister

Nakasone's visit. I understand that a copy was sent to you
earlier this week.

Since Nakasone will be here in just over a week, I will forego

the interim and ask State to send us a draft response that has
been coordinated with USTR.

Thank you for your assistance, and please call if you have any
guestions.

l/{c,‘. QQWJS MW, EvYL
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Congressional Correspondence
Department of State
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FROM: KATHY RATTE JAFFKE %
Director, Congressional
Correspondence
SUBJECT ¢ Nakasone Visit

Attached is the action copy of the March 27 letter to the
President from 54 Senators with respect to Prime Minister
Nakasone's visit. I understand that a copy was sent to you
earlier this week.

Since Nakasone will be here in just over a week, I will forego
the interim and ask State to send us a draft response that has
been coordinated with USTR.

Thank you for your assistance, and please call if you have any
qguestions.



e R, CHIEF OF STAFF
HAL TY STAFF DIRECTOR

March 27, 1986

The President
The White House
Washington, D.C. 20500

Dear Mr. President:

We are writing to share with you our concerns about
U. S.-Japan trade relations in anticipation of your upcoming
meeting with Prime Minister Nakasone. We urge you to make
Japanese trade policy a key focus in your talks and hope that
ongoing trade discussions will not be subjected to "political"
solutions by those less concerned with results than with cre-
ating a congenial atmosphere for the meeting.

There can be no doubt that Japan's position in world
trade will continue to have major foreign policy implications
for both countries for a long time to come. Stopgap solutions
designed to ease an immediate protectionist threat will, if they
fail to achieve results, merely enhance the prospects for mis-
guided action in the future. Unless current negotiations can be
resolved in a way that offers measurable improvement in Japan's
trade performance, your Administration's efforts over the past
year run the risk of being dismissed as an exercise in politics.

Our concern about the U. S. trade deficit with Japan re-
flects the widespread impression in this country that Japan is
unwilling to assume the burdens and responsibilities incumbent
upon the second largest economy in the free world. 1In this re-
gard, Japan's massive global surplus is more than a bilateral
problem with the United States--it represents a severe threat to
world economic growth with negative implications for developing
and developed nations alike. Although the recent appreciation in
the value of the yen--if sustained--holds the potential for
improvement in Japan's trade balance, we must continue to demand
that Japan open its market to foreign products and services,
expand domestic demand, and halt dumping and other unfair trade
practices in connection with some of the products it ships
abroad.



The President
March 27, 1986
Page Two

While Prime Minister Nakasone appears to recognize the
need to tackle Japan's destabilizing trade imbalance, we are
convinced that direct expressions of concern on your part are
needed to enhance the prospects for substantive solutions and
meaningful results. Clearly, our bilateral relationship is too
important to allow these trade problems to fester indefinitely
or to paper them over with agreements destined to fail.

Mr. President, we fully expect the Senate to act on trade
legislation this year. There is no doubt that the nature of such
legislation will be influenced by our overall trade performance
and, in particular, by the U. S.-Japan trade picture. Our hope
is that you will continue to impress upon Prime Minister Nakasone
and other Japanese leaders the need for substantial progress on
this front.

Sincerelyy,

NQ N, c_->.-- _

Daniel Patrick Moynihan . Chafee

Lloyd jentsen Jo nforth
ML.L\‘

Robert Dolg

L

<;§ Baucu ‘

Wi z: mstrong

Roh#rt C. Byrd
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