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In Japan, domestic manufacturers use a simple procedure 
for obt~ining certification that products are in 
conformity with specifications. Japanese manufacturers 
capable of dem?nstrating compliance with mandatory and 
voluntary requirements can have their factories 
'registered' and avoid individual inspection of 
products. 

Under the Japanese system, foreign manufacturers can not 
have their factor~es 'regi~tered'. Instead, foreign 
products are routinely subJected to 'lot inspection' 
the dockside inspection of samples from each lot of 
imported products to determine conformity with 
specifications. Thus, foreign producers are not assured 
that exported products will be approved and must 
tolerate burdensome, time-consuming and expensive 
uncrating and testing of their products . 

() Agricultur~l Qu~tas: . Japan maintains GATT-illegal .quotas on 1: categories or agricultural goods. The most important of 
tnese '. from the viewpoint of U.S. export pote ntial, are on beef 
and ~itrus P:oducts. The_Japanese have been totally unwilling 
to discuss either the ultimate elimination of these quotas or . 
any schedule to achieve that goal. 

Manufactured Tobacco Products: Japan is the world ' s fourth 
largest market for these products, including cigarettes, 
cigars , and pipe to ba cc o . R.u..t__s.h..e__ main t a-i-R-s--h--i-g-h a.-r-i -f-:f?s_.. .. 

~~!;:f ~-R-t,:~~~= ~~:-a:~-~-~-;~--:~:~~Fi~-C:·!h·0:·:~i~;i·v e 
rights to production within Japan, a-1-s-~ controls and restricts 
the marketing, advertising, and distribution of all imported 
tobacco products"-... - ' 0 

--- ~- +-ho T,1:::,11 c-1--~~~ .... I - _, ,, :;, _ 

Government Procurement: In 1980, after intensive negotiations, 
a bilateral agreement was signed between the United States and 
Japan opening procurement for Japan's Nippon Telegraph and 
Telephone Co~poration (NTT) to foreign manufacturers. This 
agreement " equalizeo" the access that Japanese electronic 
companies have to th~ U.S. telephone market. In the year and 
a half since the agreement, however, U.S. sales of s9phistf =- t?,., ,. ,.::.-;i. 
cated telecommunications eq~j,p~ent to NTT have been '$> ~._,.,I 
.miJ..J .... .i..0-n,--wh j.:::L-e-1=-h-e- J a pane s~- s-e -J:-a;-..-- --rn:L- 1-1--:i:-en of equipment 
to the Un it e d St ate s . · ,T.-l-:i-e-B.---S-.- @q..u.i.pm.e.nt.-is---COm.p.e..:t.i_ti:llE-w--i-i::h 

..the__ __ J .a p a·ne-s·e ··-i_--n- t-h-i-r-d- eeuntry-----rrrcr:r·~ets--an·d--i-f- t-h-e--a~eeme-A-t-i.s.-
i;:.0-~ __ r en E;; Ked, s i g n i .f i cant s a 1 es -o £--U-;-S-:--e-qu i pmen--e.- mcr-st-b-e 
fo.:i;..thc..amin.g . 



PRESEAVATION COPY 
Type Approval .Problems( :•. A constant problem for U.S. manufacturers 
seeking to penetrate the second largest market in the world is 
that of prolonged delays o~ official approval of the product. / 
A U.S. maker of headphones, for example, struggled for the / 
bettfr part of a decade to get approval from NTT for use of the 
headphones in combination with Japanese telephone system equip-
ment. Sometimes that period of delay is used by Japan ese firms 
to develop a competitive product which then rapidly dominates 
the market. The U.S. semiconductor industry is one group that 
particularly alleges that "buy-Japanese " attitudes and practices 
often result in the disappearance of Japanese markets for 
specific U.S. semiconductors once Japanese firms begin to produce 
similar devices. 

Industry Targetting 

The Japanese Government follows an industrial policy in which 
certain industries are selected as key to national economic 
development, and targetted for government assistance. Th~ 
policy tools used to foster development of target.industries may 
effectively limit U.S. access to the fastest grow1n9 ~egm~nts 
of the :.:Japanese market, 2.s well as influence competi t~on in 
the United States and other export markets, by affording the 
selected Japanese fir-ms significant advantages in the form of 
cost and risk subsidization. This is particularly troublesome 
where Japan has targetted industries in which the United States 
presently enjoys a leading position, such as computers, tele­
communications, aerospace , and others ) -------- . . 



PRELIMINARY DRAFT 
U.S. Trade Policy Towa r d Japan 

I. ISSUE: 

While Japan enjoys generally open access t o the U.S. market, we have 
hccn unable to gain meaningful access to Japan's markets, especially 
i nt.he area of manufactured goods. Tradi tional trade policy tools 
have not been successful in opening Japan's markets to imports. 

II. RECOMMENDATION: 

A new approach is needed to ensure that Japan undertakes the 
fundamental structural reforms necessary t o open its markets to 
foreign goods. The USG should consider adopting a new policy aimed 
at obtaining Japanese agreement to assume a global import commitment 
to increase Japan's imports of manufactures. 

III. BACKGROUND: 

Despite Japanese MTN tariff and non-tariff measure liberalizations, 
the Japanese market is by no means as open as ours. Japan's foreign 
trading system does not operate on free market principles like other 
free world countries because of a deep-seated national consensus 
favoring Japanese products. Japan's longtime bias toward limiting 
import.sis reflected in a complex and pervasive set of formal and 
informal barriers which severely limit foreign access. In addition 
to traditional tariff and non-tariff measures these barriers include 
fundamental structural factors such as the longstanding "Buy Japan" 
att.itude of Japanese businessmen, government officials and household 
consumers, Government approved private or semi-private cartel 
,1n:·angement s, government. measures designed to ensure Japan's 
international competitiveness in high technology industries (as the 
"MITI vision for the 1980s"), exclusive wholesaler-retailer 
relations within the Japanese distribution system, and the close 
ties existing between major manufacturers and their domestic 
components and parts suppliers. 

Our growing bilateral trade deficit reflects the fundamental 
imbalance in access to the u.s. and Japanese markets. Political 
pte:.wutcti lo u.Hl.r:ul:iti l ho growlng Lra<le imbalance have increased 
dramatically, as evidenced by the growing number of Congressional 
and other proposals calling for the adoption of trade restrictive 
measures. 

In the past U.S. trade policy toward Japan has focused, with limited 
success, on seeking elimination of formal barriers sue~ as high 
tariffs, import quotas and impediments to imports resulting from 
customs procedures and standards requirements. However, even if 
Japan were to make major trade concessions in these areas, access to 
the Japanese market would continue to be limited by those government 
and officially-sanctioned practices which ensure that Japanese goods 
are favored over competitive foreign goods. Indeed, current 
estimates indicate t.hat elimination of Japan's major formal barriers 
would reduce the 1981 bilateral deficit by only about 20 percent, 
from $15-16 billion to approximately $12-13 billion. 



A new bilateral trade policy strategy is required in order to force 
the Japanese to undertake fundamental structural reforms which will 
open access to the Japanese·market. Without such measures by the 
Japanese to encourage imports, the Japanese market will remain 
closed, our large bilateral trade deficit will continue to grow, and 
a ttendant political pressures for major action to redress the trade 
imbalance will increase. 

Obtaining a Japanese commitment to increase significantly its global 
imports of manufactured goods could resul t in the fundamental 
institutional reforms which are necessary to reach a long-term 
solution to the problem of unequal access. Such a commitment would 
place the burden for structural reform squarely on the Japanese. It 
would underscore the fact that our bilateral trade imbalance is not 
due to low U.S. productivity, poor sales efforts by U.S. firms, or 
a strong dollar. 

A global import commitment is consistent with GATT principles. We 
could likely count on support for a global solution from other key 
nations. This would increase the pressure on Japan and not allow 
Japan to play one of its trading partners against another. It would 
also allay any fears in Europe or elsewhere that the U.S. might 
resort to "bilateralism" and resolve our trade problem with Japan at 
other nations• expense. 

In developing a global import commitment proposal for presentation 
to the Japanese, special effort must be made to ensure such a 
commitment is specific enough to be monitorable. The commitment 
also should include language to avoid the situation where Japan 
could meet its target by merely increasing imports of low-level 
manufactures of little interest to U.S. exporters. It therefore 
should entail increased imports in a number of sectors which is 
representative of the full range of manufactures, from low-level to 
highly processed. Such a commitment consequently would require 
careful definition for monitoring purposes. The commitment should 
also include the agricultural sect.or. 

lV. TACTICS 

Since a global import commitment will involve difficult and 
pervasive changes in Japanese institutions and attitudes, the U.S. 
must be willing to use a set of positive and negative measures to 
gain Japanese adherence to a meaningful global import commitment and 
t.o ensure that import. targets are met. Below is an illustrative 
list of measures which could be used for this purpose. These 
measures cover a wide range of options, some of which ~ould involve 
significant departures from traditional U.S. trade policy. Under 
this proposal, each of these measures would have to be thoroughly 
examined to determine its appropriateness and effectiveness. 

Positive Measures: 

Cab chassis tariff reductions. 

Section 124 tariff reductions. 



Include state-level procurement in the Government Procurement 
Code. 

Ease FCC regulations so that AT & T and GTE would be required to 
procure competitively. 

Open up standard setting on the stat e level to foreign 
participation. 

Open access t.o non-sensitive DOD R&D programs for foreign firms. 

Loosen domestic antitrust regulations concerning 
extra-territoriality. 

Negative Measures: 

Pursue GATT cases on illegal quotas on leather and some 22 
agricultural items (including beef, citrus, tomato sauce, 
ketchup, fruit preserves, beans and nuts). 

Limit Japanese access to the U.S. auto market when the U.S. 
market rebounds. 

Remain neutral or support Congl·essional bills calling for local 
content requirements (e.g. the Ottinger Bill on Autos). 

Examine the existing authority under the Export Control Act to 
limit exports to Japan of scarce materials. If existing 
authority is not adequate consider seeking new authority. 

Remain neutral or support Presidential Commission 
recommendations or Congressional bills calling for export 
controls (e.g. the Presidential Commission on Housing is 
expected to recommend this month an embargo on all log and wood 
product exports). 

Remain neutral or support Congr~ssional bills calling for 
sectoral reciprocity (e.g. S898 calling for reciprocity in the 
telecommunications sector) 

Apply increased USG pressure on Japan t.o increase its defense 
upending. 

Customs harassment, e.g. inspection of every Japanese auto that 
enters the United States like the Japanese do to autos entering 
Japan. 

.. 
Encourage the Justice Department to review possibie anti-trust 
violations. 

Consider initiating section 301 cases against unfair Japanese 
practices, e.g. failure of Japanese automakers to certify 
u.s.-made parts for use by u.s. Japanese auto dealers as 
replacement parts. 
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Encourage Congressional delegations to conduct fact-finding 
missions in Japan. (The Japanese are aware that such missions 
usually come back with a more unfavorable view of Japanese trade 
prc:1cLices) 

Restrict imports from Japan for 150 days under Section 122(d)(2) 
of the 1974 Trade Act. (This gives the President the authority, 
when "fundamental" international balance of payments problems 
require, to limit imports from a single country, if that country 
has large or persistent balance of payments surpluses. Imports 
may be limited by applying an import surcharge and/or by the use 
of quotas. The measure may be extended with congressional 
approval.) 

As we proceed we will have to answer these questions: 

Should we deal quietly with the Japanese or should we have a 
public campaign to prepare both our public opinion and theirs 
for the tough approach we have taken? 

If we make this a public issue, how do we keep the Japanese from 
losing face and becoming intransigent? 

V. TIMETABLE 

Thet·e are several factors which must. be considered in formulating a 
timetable and tactics presenting this proposal: 

Sufficient time must be allowed for internal Commerce and for 
interagency approval of this new approach. 

A new Japanese Cabinet was just announced. It will take time 
for the new ministers to get situated. 

Congress is preoccupied with budget matters. The real political 
heat over Japan and the trade deficit will most likely occur in 
February or March. 

The President meets with the Japanese Prime Minister next June. 
There will, as usual, be intense pressure to have trade problems 
resolved beforehand so as to avoid acrimony during the meeting. 

These factors argue for an early 1982 presentational timetable. 
• following is proposed: 

December 24 - complete staff work on the proposal and obt.ain 
final internal Commerce clearance 

January 31 - complete interagency staff work. 

Early February - Cabinet and Presidential approval. 

February - March - initiate discussions with Japan through a 
joint Baldrige - Brock - Block delegation to Tokyo 

The 



-5-

June - Final resolution at meeting between President and Prime 
Minister. 

The timetable permits us time to consider the results of the 
December Trade Subgroup meeting and to consider the new Japanese 
Cabinet's react.ions to U.S. proposals for unilateral Japanese tariff 
& NTM liberalizations. It is also likely to permit surfacing of our 
proposal at a time when Congressional concern will be focused, 
thereby increasing our leverage. Finally, it permits consultations 
wit.h the private sector and other nations, if judged appropriate. 
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· Japan Strategy 

Japan's who le industrial tradition, as with 1;1uch else in J apan, is about 180 
deg rees from our own. ~\lrlereas U.S. industry has grown up large ly in an 
atmosphere of lai ssez - faire individualism , Japan's industr y has been a fondly 
cared-for chi ld of the government from its inception in the Me iji era. 

Both in the Meiji era and after World Wa r II, J apanese industrial de velopm:~n t 
had a strong flavor of na tionali sm and xenophobia. Its goa l was , and i s , to 
ca t ch up with and surpass the foreigners, and thi s goa l informed a lurge part 
of overall national pol icy. It created an attitude , which has become wide­
:;;pread that one only buys fro m abroad that which it is impossible to make at 
hom2 . Under the influence of this attit ude i t i.s the most na tural thing in 
th e \vo rld for business and governme nt to wor k toqe ther both form.=:t lly and 
in formally to protect local producers and ward off foreigner s . It is so 
natural tha t it become s unconscious and after a \vhile is not even r ecognized 
as r es trictive behavior. 

It i s this ·nationa l mi ndse t and policy direction which mus t be changed. 
vii thout. s uch a change the re will be no mor e than cosme ti c improv,2ments i n 
Jc:1pan ' s impor t performance . We should recognize that such a cha nge, howeve r, 
will represen t a historic turning p::iint in Japa n. It will require reve r sal s 
of an a lrros t revolutionary nature and will surely go down in J a panese history 
along with the ·.,;o il shock", and the "N:i xon shock ", as one o f the grea t 
"shocks". · 

The rrain ob j ec tive ove r tht? next 6 rnontt1s. to c:1 year must be to obtain first a 
r ecogn ition at the highest levels of government and industry i n Japan of th0. 
na tu re o f the problem . ,Secondly , we must obtain a broad, sustained cornmi trnent 
in these s ame c i rcles to solving the problem by r estructuring the Japanese 
ecc,nomy t o b2com2 r.1 significant importer of 1n.,nufac tu red goods . . 

~3r!concl:n ily 1,,e should see k e limi na ti on of the t ariffs , quotas , standards , and 
o the r identif ied NTBs t hat cont i nue to bC? a probl e m. However , discussions on 
t:h~~se i ssues sl:ou1 d no t obs cur e the funda rre n ta J i ssue above . 

The key to achieving our ob jectives with J apan lies in developing a compre ­
l1ens ive s tra t egy that will enable us to t ake an integra t ed , ove r a ll a ppro ach . 
vie have a broad and compl ex economi c r e l at i onship with J apan, and right now 
too many of the e]e1~1ents of tha t r e lationship a re app roac hed in i so la t i on . 
Fo r example: 
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o State arid Defense are prorroting Jarc1nese manufacture and coproduction of 
sc)1-:1C2 of the ]atest U.S. jet fighters. This contributes toward the 
develcp:7t?nt of a Japanese aircraft. industry which ultimately will compete 
with ours. While the U.S. government has not decided that a competitive 
Japanese aircraft industry is in our best overall national interest, we 
are nevertheless providing the Japanese with the t echnology to build such 
rm industry. 

o The J aµanese defense budget, at less than one percent of GNP, frees the 
J apanese e conomy of a great burden and allows it to concentrate on the 
dcve]c,prrr2nt of comme rcial products. Yet our apµroach to the Japanese 
defense budget has been solely based on U.S. military cost considerations. 

o \·,h ile \•:e r:nnitor NTI''s performance under .the procurement agree r.1e nt we 
reached 1.,ii th Japan, Japanese penetration of the most sophisticated aspec ts 
of U.S. telecommunications caught us by surprise. It had to be approached 
on an ad -hoc basis . · 

e Japr:1nese firms a re buying high-technology U.S. firms to obtain technologi­
ca} kno\·,-ho1.✓ , market channels, and skill ed perr.;onnel. Sven unde r the 
]i be r al ized inves tment laws in J apan , U.s. · firms have not been able to buy 
sophi s ticated firms in Japan to achieve the objectives easily ac hieved by 
J3panese firms in the United States. Yet this has no t been a prominent 
fe a tu re of g ur discussions with Japan. 

:.,.;,? h.:ive tak 12 :1 a ;:,iecemeal , 11 l e ts-see--1vha t-w2--have-in·-the-s hopping-bag-this-
1-1::e f: 11, apµrouch to so lving our problems ,·Jith Japon. We will not be able t o 
.:1cco::1plis:1 c,ur objective of a changed economic relationship with Japan \•1itho ut 
[irst c,b t ai n i ng agr eement within the Admini stration on our goals and then 
developing a comprehensive strategy that encompasses al l elements of our 
econo;nic relationshir with Japan. 

The ai)txopr iate means for developing the comprehensive approa c h we need would 
b2 an in t er agency study conducted within the framewo rk of the CCC'r just as the 
cur r ent High Tech study i s b2ing done .• This study would review the 
developme nt of the U.S.-Japan economic r e lationship, examine the total ity o f 
the present relati onship, and l ay out an integrated set of objectives a nd 
st ratcgit?s that would e nsure tha t all rarts of the U.S. qovernrnent wer e 
,r) rking t oge ther for the uchievernent of predetermined objectives vis-a-vis 
Japan . 

Such a CCCI' s tudy \.X:lul d inc lude the joi nt Commerce--USTH study of reciprocity 
in tl1e U.S . and Japan aqre2d on yes t e rd c.iy , subsuming it as part of the 
co,;ipl ete study. If it ,,12re s tarted in Dece1;1be r, the CCCT study could be 
compl et{:d b1 March and would provide the unde rpinning of the entire U.S. 
effort with Japa n. 
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S~gg_ested Schedule 

If you agree with this approach, I suggest a timetable of events designed to 
maximize i-•(o..?.3sure on the Japanese government and to allow the U.S. government 
to crystalize its stra tegies in time to obtain major cha nges in Japanese 
economic -policies by mid-year 1982. 1\11 events \vould lead up to a discussion 
of Japan's changed policies by President Reagan and Prime Minister Suzuki in · 
May 1982. A suggested schedule is: 

o December 8. At the TFC Senior Review Committee meeting we press the 
Japanese for quick resolution of all cases, inform the Japanese of the 
rapid flow of cases we are developing, and stress the im1x >rtance these 
cases are now assuming at a cabinet level . We ask for a concrete workplan 
to resolve the issues by the next TFC meeting in March-April. 

r; December 9-10. At the Trade Sub-Group meeting, Ambassador MacD::mald lays 
out U.S. goals for reduced ,Japanese tariffs, and NTB's. He lays out other 
improveinents sought in factors affecting i1;1ports into Japan, but his main 
objective is to obtain agreement that the Japanese cabinet level group 
concerned with imports make a public commitment to a fundamental restruc­
turing of Japan's imports. 

c Late December. 'I'PC and/or CCCT review results of meetings and establishes 
tin'f2table for n-oni toring significant Japa nese actions such as introduction 
of t ar iff a~d NTB ~utting legislation, active sectoral study participatio11, 
s ti1nulation of signing of subs tantial coal contracts , etc . 

o Jarn121ry 1982 . Uncler Sec retary Olm,Jr travel s to J a pan to meet on the 
f indings of the Commerce-MI'l'I secto r a l s tudies on soda ash and µulp/paper. 

0 February 1982. Senate hearings are schedul ed to allow Commerce and USTR 
officials t o expla in the growing problems in our trade with Japan and to 
discuss µr og ress on the CCC'r study. 

e March. CCC'l' study completed , and results discussed at cabinet level -
incl uding unilate ral ac ti ons which might be taken by U.S. 

o ;v\arch. ,vlITI :v1iniste r Abe invited to \-1/ashington to meet wit:-.h Secretary 
!Ja l dr ige and US'I'H Brock to consider the f indings of the CCC'l' study. 

o March. You convene a meeting of the TFC/SHC to review the presumed 
succes~;ful conclusion of a ll/most of the TFC cases presented in Octobe r 
1981 a nd t o revi ew progress of the later cases . 

o April. · TFC Executive Council and U.S.-Japan Economic Sub-Cabinet meetings 
he ld in Tokyo, during which the final U.S. position on dramatic action is 
di scussed . 

"' r'1ay. Pri1:ie Minist.er Suzuki visits Pre:~ident Reagan to discuss Japanese 
plans to create a .durable solution to the trade probl em . 



J apan Strclteg y 

.:. ... 
J apan ' s .;hole industr i al tradit i on, as with much e l se i n J apari , is about 180 
deg rees f rom our own . l"Jhe r eas U.S . i ndus try has grown up l a rge ly i n an 
a t mosphe r e o f Ja i ssez-fa i re ind iv i duali sm , J apan' s i ndus t ry has been a fondly 
ca red - for ch ild of t he go ve rnment fr om its i ncept i on i n the Me iji e r a. 

Both in t he Me i ji 1~ ra a nd af ter l✓o rld Wa r II , J a pa nese industri a l deve l opn-e n t 
h.:.id a s t rong fl avor o f na ti o na l i s m and xenophob i a . Its goal was, and is, t o 
catch up 1..;ith a nd s urpass the fore i gne r s , a nd th is goal i nforrned a l arge pa r t 
o f overall na t i ona l po l i cy . It cr ea t.ed an att it ude , which has beco me wide­
spr ead t hat one onl y buys from a broad tha t whi ch i t is i mpos s i bl e to ma ke a t 
hom2 . Unde r t he influence o f thi s a tt i tude it i s the mos t na tura l thi ng in 
the 1-1o rl d for bus iness :rnd gove rnme nt t o wo r k togethe r bo t h fo rma ll y a nd 
info r mally t C' p ro t ect l oca l produce rs and 1.;ard of f fo r eigne r s. I t i s so 
na t ura l t hat i t become s uncons c i ous a nd a fte r a \vhile i s no t even recognize d 
as r es tr i c ti ve be hav i o r . 

It i s th i s na t i ona l mindse t and po l icy direc ti on 1-1hich mu s t be. cha nged . 
hi thou t such a cha ng e t he re will be no mo r e t ha n cosmet i c i mprovements i n 
J apa n ' s i mpor t pe rformance . We should recogn i ze t ha t such a change , howeve r, 
\v i ll r e present a h istor i c tu rn i ng point i n J a pan . It will requi r e r ever sals 
ot a n almost r evol u t i ona r y na t ur e a nd \vi ll sure ) y go down in J apa nes e h i stor y 
2ll ong with tl e "oil s hoe~ " , and t he "Nixon s hock" , as one o f the gr eat 
"shoc ks ". 

Till! m:.1 i n obj ec t ive ove r t he ne xt 6 months t o c1 yea r must be t o obtain first a 
r ecogn iti on a t the highest leve l s o f go ve rnment a nd indust r y in J a pa n of the 
na t u re of t he p rob)e1;"l . Secondly , we mus t obtain a broad , sus t a ined commitme nt 
i n the se s ame circles t o r o l ving t he p r ob1 em by res truc tur i ng the Japanese 
e\.. onorny t o become ;1 signif i ca nt importer o f manufactured goods . 

Secc,nd;rr i ly 1,,1e should s eek e ) i mi nation of the ta r iffs , quo t as , sta nda r ds , a nd 
o the r i de nt i f i ed N'l'Bs t hat cont inue t o b? a problem . Howeve r , di s c us sion!:, on 
t/ 1,~ ::;e issues s hould no t obscure the fundame nt a l i ssue abo ve . 

~, tr <': t eov D? ve l o ome n t _ _ _ __ ____ .:...:.L.J..._ _ ___ ::..=J-_ __ _ 

·n 1e key t o ach i ev i ng our ob j ec tive s with J apan lies i n developing a compre -
11e ns ive strategy t hat will e nable us t o t a l<e a n i nteg r a ted , ove r a ll apl?ro ac h . 
\-ie have a broad a nd compl ex economi c r e lations h i p wi th J a pan , a nd r ight now 
t oo tTB ny o f t he elements o f tha t re l a ti ons hi p a r e approached in isolat ion . 
Fo r exarnple : 



.,,.. 

2 

ti State and Defense are prorroting J . panese manu facture and coproduction of 
::-;omt. of the latest U.S. j et fighters . ThL contributes toward the 
develc-;>::--,'?nt of a Japanese aircraft industry which ul t imately will compe t e 
with o urs . \'-/hi1.e t he U. S. government has not decided t ha t a competit i ve 
Japanese a ircr aft i ndustry is in our bes t overall national interest, we 
are nevertheles:; prov i di ng the Japa nese with the t echnology to build such 
an indust r y. 

~ The Japanese defense budge t, a t l ess than one percent of GL'-lP , fr ees the 
Ja p, nese economy of a gr ea t bu rdec n r1nd a1 l ov1s it t o concentrate on t he 
de veloµn-ent of con-rnercial products. Ye t ou r approach to the J apam:se 
defense budge t has been solely based on U. S . mi li t ary cost considerat i ons . 

• 1'-lhi le we rron i t or NTf I s per forrna nce under the procur ement agr eeme nt we 
reached with Japan, Japanese penet ration of the most sophisticated aspects 
of U.S. t e lecommunications caug h t us by surprise. It had t o be approached 
on an ad-hoc ba s is. 

o Japanese f irms arL~ buy i ng h igh-technology U.S . firms to obtain technologi ­
ca 1 know-hov1, ma rket cha nnel s , and skilled pe r sonnel . Eve n unde r the 
libera li zed investment l aws in Japan, U. S . firms have not been abl e t o buy 
soph isti ca t ed firms in Japan to achi eve the objectives easily ac hieved by 
Japanese firms i n the United States . Yet this has not been a prominent 
f eature oE our d i scussi ons wi t h Japon . 

·,--i,? have t ake n a pi ecemeal , "l e ts-see - what -we--have-in-the - shopp ing -bag-this­
V/1·<'1-: ", ,1ppro.::ich to ::;c,1ving our prob1crns 1v i t h Japan. We wiJl not be abl e to 
;1,:cc,111plish our object ive of a chanc3ed economic r ela ti onship with J apa n v1itho ut 
fir st obta i ning agr0ement within the Admi nis tra t;:i on on our goals and then 
developing a comprehens i ve strat egy that encompasses a ll e lements of ou r 
economic rel at i onship 1,lith Japan. 

l'\ o appropriate means fo r deve l op i ng the comprehensive approach we need .,,,ould 
lY= a, inte ragency study conduc t ed within the fr amework of the cccr just as the 
c ur rent High Te ch study is b2 ing done .. This study wo uld review t he 
development o f the U.S.-Japan economi c re lationship , examine t he totality of 
th~ present relationship, and lny ou t an in tegrated se t of objectives and 
stra t cg i. es tha t 1vould ensure that all parts oE t ile U.S. governmen t were 
11<.., r k i nq to9 e the r for the ach i everne nt of pr ede t ermi ned object ives vis-a-vis 
Jc.1pc1n . 

s uch a CCCi' study 1-X)Uld include the joint Commerce-USTR study of reciprocity 
i 11 the U. S . and Japan ag r eed o n yesterday , s ubsumi ng it as par t o f th<:? 
comple t e study . I f i t ,ver e started in December , the CCCT study could be 
completed by March and woul d provide the underpi nning of the en tire U. S . 
effort with Japon . 
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:'.:?_uq,;ested Schedule 

If you agree with thi s approach , I sugges t a time table of events designed to 
ma:d mi ze H_ -.: .:is ur e on the Japanese gove r nment and t o allow the U.S. government 
to crystalize its strategies in time to obtain ma j or changes in Japanese 
eco nomic poli cies by mid-year 1982 . All events would lead up to a d i scussion 
of Japan ' s ch i:rnged policies by Presi dent Reaga n and Prime Minister Suzuki in 
:"l c:1y 108 2. A s ugges te d schedul e is : 

o D<::c (~ 111be r 8 . At the TFC Senior Re vi ew Committee meet.in<] we press the 
Jap.::mes e for qui ck r esol ution of all cases , inform the Japanese o f the 
rap id fl o\•i o f cases we are deve l oping , and stress the im[X> r tance these 
cases a re no\v ass umi ng at a cabinet level . \✓e ask for a conc rete workplan 
t o r esolve t he issues by the ne xt TFC meet ing in March·-April. 

o December 9-10 . At the Tr ade oub-{;roup meeting , Ambassado r MacDonald lays 
out U.S. goal s for reduced J apanes e t a riffs , and NTB ' s . He lays out other 
improve1nents s ough t in factors affect ing impo rts into Japan, bu t his main 
obj ect i ve is to obta in agr eement that t he Japa nese cabinet leve l group 
conce rned 1.;i th imrx:,r ts make a public commi tment t o a fundamental restruc­
t uri n9 o f Japan ' s imports . 

~ L:Jte Decembe r . TPC and/o r CCCT r evi _w results of m<?etings and establ ishes 
t ir.-e tabl e fo r n-o nitoring significant Jap,1nese actions such as introduction 
of tar if f and NTB cutting legislation , active sectora l study participation , 
st imulation of s i gning of substa ntia1 coal contracts , e tc. 

" J, 1n1..1.·1ry 19~?. . lJnder Secreta ry 01mc~ r t ra ve l s to Japar to meet on t ht.? 
rind i11s_is oE tl e C..)n1: nerce -Ml 'l'I sectora l s t ud i es on soda ash and pulp/pape r . 

o February 1982 . Senate hearings are schedul ed to al low Comme rce and USTR 
of ficial s to expla in the growing probl ems i n our trade with Japan and to 
d iscuss prog r ess on the CCCT s t udy. 

c ''\arch. CCC'l' study completed , and res ults discussed at cabinet level -
i nc l udinq unilate r al actions •11hich might be taken by U. S . 

o i"l:-i rc h. 1'ilTI :v1 ini s t er Abe invited to ~<Jashington to meet with Secretary 
8ald ri ge and US'i'H Brock to conside r the find ings of the CCCT s tudy . 

1.1 1Vla rch. You convene a meeting of the TFC/SRC to revi ew the pre !~umed 
successful conclus io11 of a l 1/most of the TFC cases presented i n October 
1~81 and t o r eview progress of the later cases . 

lP ,"\pril . TFC Executive Counc i l and U.S.-Japa n E:conornic Sub-Cabinet meeti ngs 
hel d in Tokyo, during 1vhich the final U. S . posit i on on dramat i c action is 
d iscussed. 

~ May . Prime Mi ni s ter Suzuk i visi ts Pres ident Reaga n to disc uss Japanese 
µ]an s to create a dur able s olut i on to the trade problem . 




