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QUOTES IN U.S. MARKET FOR 256K EPROM 
U.S. VS JAPANESE COMPETlTORS 
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FROM: 
Advanced Micro Devices, Inc. 
901 Thompson Place 
P.O. Box 3453 
Sunnyvale, CA 94088 
Andrew Rothman 
(408) 749-3937 

Intel Corporation 
3065 Bowers Avenue 
Santa Clara, CA 95051 
Glynnis Kaye 
(408) 987-6729 

National Semiconductor 
Corporation 
2900 Semiconductor Dr. 
Santa Clara, CA 95052 
Gray A 11 en 
(408) 749-7424 

FOR IMMEDIATE RELEASE 

SANTA CLARA, CA -- September 30, 1985 -- Advanced Micro Devices, Inc. (AMO), 
Intel Corporation anc National Semiconductor Corporation today charged 
Japanese semiconductor companies with dumping EPROMs into the U.S. market. 
EPROMs are a type of computer memory. 

In a joint petition filed with the Department of Commerce and the U.S. 

International Trade Commission, the three companies charged Japanese com;:ianies 
with selling EPROMs below manufacturing cost in the U.S. market, a violation 
of U.S. trade law. 1he petition asks the U.S. government to impose 
antidumping duties or EPkOMs from Japan. 

"U.S. manufacturers have been and continue to be both the technology and 

matket leaders in EPFOMs, 11 said Tom Dunlap, general counsel for !ntel. "We 
have invested r.eavily in new plants and equipment, and have proved ourselves 
vigotous competitors in the $1.1 billion worldwide EPROM market. 

"This record is irrelevant, however, v1hen we face Japanese competitors 

corm1itted to gaining market share at any cost," Mr. :Junlap adced. "They can 
afford to engage in predatory pricing because they are cart of giant ~apanese 
conglcmerates prepared to subsidize their semiconductor operations for as long 

' 
as it :akes to gain control of the market." 

E? RO Ms (Erasable Programmable Read-Only Mrmories) are a type of 
semiconductor mC?rnor-y device used for program storage. Today the dorr,inant 

market products are 64K, 128K and 256K devices. (K represents 1024 bits of 
information.) 

~he petition describes the pricing histories of each of these products. 

In each case, fol1owing introduction of the new product generation by U.S. 
producers, pricing declined along a traditional industry "learning curve" 

related to the rate that costs decrease with production experience. When 
Japanese producers entered the market, prices dropped dramatically as Japanese 

( nio re) 



producers undercut U.S. manufacturers• prices as much as necessary to gain 
market share. The petitioners estimated that due to Japanese pricing 
policies, U.S. producers• revenues from 128K and 256K EPROMs alone will be 
reduced by approximately $203 million between July 1985 and July 1986. 

Cited in the petition were 256K EPROM price quotations at $17.00 per unit 

in January 1985 1 1vhen the Japanese entered the U.S. market aggressively. 
Price quotations for 256K EPROMs fell to less than $4.00 by ~ugust. The 

estimated Japanese cost of a 256K EPROM sold in August was $6.34. 

Similarly, the petition described the decline in 128K EPROM price 
quotations, which fell from over $7.50 to under $2.50 between January and 
August of 1985. Although the unit volume of the U.S. market for 128K EPROMs 
increased by over 1,730 percent between the first quarter of 1983 and the 
second quarter of 1985 1 the domestic producers• share dropped by 60 percent. 
Japanese producers now hold approximately 60 percent shares of the U.S. 
markets for both 64K and 128K EPROMs, 

The petition included further evidence of price undercutting without 
regard to cost considerations in the form of a memo in which Japanese 
manufacturer Hitachi instructed its distributors to "Win with the 10% rule." 
I n reference to 128K and 256K EPROMs, the memo said, "Find AMO and :ntel 
sockets. Quote 10% below their price. If they requote, go 10% again. Con't 

quit ti 11 you ~i__Q_!" 

''It ' s evident that Japanese manufacturers have targeted EP ROMs just as 
t hey did dynarn1c RAMs, 1

' said Mr. Dunlap. Japan now controls the dynamic ?.AM 
mark et, he noted. "We can sit back and let this happen in EPROMs, or we can 
use every mea ns at our disposal to prevent it. This petition is evid0nce we 
intend to t ake the latter course. There is a violation of U.S. law here and 
we want it to stop," he concluded, 
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Background Information 

The action 
AMO, Intel, and National Semiconductor's Antidumping petition is based on 

EPROMs imported from Japan, which are be1ng sold in the United States at less 

than "fair value," i.e., manufacturing cost, R&O, and general and 
administrative costs plus a reasonable profit. The petition is being filed on 

behalf of the entire EPROM industry in the United States against all Japanese 
manufacturers of EPROMs. 

Il_~ments of an antidumping petition 
An antidumping petition is filed with the U.S. Department of Commerce and 

the U.S. International Trade Commission pursuant to the antidumping law, i.e. 

19 U.S.C. Section 1673 et seq. The petitioner must show l) injury to the U.S. 
industry due to dumping and 2) Dumping (either sales below fair value or 

prices in the U.S. lower than prices in Japan. In this petition, AMO, Intel 

and National are focusing on EPROM sales below fair value. 

The Department of Commerce investigates prices and costs in an 
antidumping petition. The International Trade Commission investigates i njury. 

The remedy sou--9..b.!. 
The remedy that the petitioners seek is ~he imposition of antidumping 

duties on EPROMs imported to the U.S. from Japan. Antidumping duties are 
equal to the difference between the "fair value" and the actua1 price being 

charged by the Japanese. Antidumping duties would be paid to the U.S. 
go vernment, not the companies involved. 

In this case, the petitioners estimate antidumping duties based on the 

foll owing data: 
64k EPROMs 128K EPROMs 256K EPROMs 

End customer price $1. 73 $2.25 $3.88 

Fair Value $3.95 $5.53 $6.85 

Antidumping duty $2.22 $3.28 $2.97 

Note: Dumping margin will be even larger for product sold thrtiugh 

distribution. 



.II'£.i5~1 filing schadule 

9/30/85 

10/21/85 

11/14/85 

3/1 0/86 

5/ 24 / 86 

7/ 9/86 

AMD. Intel, National file their petition with the U.S. 
International Trade Administration of the U.S. Department of 

Commerce and the U.S. International Trade Commission 

U.S. International Trade Commission holds hearing on injury 
(21 days from filing) 

U.S. International Trade Commission delivers preli minary injury 
determination. (45 days from filing) 

U.S. Department of Commerce delivers preliminary determination 
of dumping. ( 160 days from filing) 

U. S. Department of Conrnerce delivers final determinat i on of 
du mping (75 days fro m preli minary determination) 

U.S. Internati onal Trade Commission delivers final 

determination of dumpi ng ( 45 days from Commerce f i nal) 

Fi nal de :e,·r:iina ti on of dur,pir. g COLll d t a ke un til 10/27/ 86 if the 

ca se is very con1p1 i cated. 

Di ffer ence s. be t ween this action and other recent trade actions 

On June 14, 1985 the Sem iconductor Industry Association (S IA ) filed a 

pe ti t ion wi t h the U.S. Trade Representative under Section 301 of the Trade Act 
of 1984. Altho ugh the petition describes the "d :.i mping" and the Hitachi 10% 
memo , the main thrust of the petition is to open up the Japanese semiconduct or 
market to U.S. ma nufa: t urers. Up until 1975 there were formal ~arriers in 

Japan restricting the imports of semiconductors and, we believe to a l arge 
ex t ent, barriers still exist informally. Consequently, penetration of the 

Japanese market by no n-Japanese semiconductor ma kers is minimal. For example, 
Amer i can man ufacturers have approxi mately 55% of the European market, but only 
11% of the Japanese market. The 301 petition is based upon Japanese 

gov ernment action whi : h sets up t hese barriers. The U.S. Trade Representative 



and Japanese Ministry of International Trade and Industry (MIT!) are currently 
negotiating possible solutions to this actions. 

The recent 11 shoe cases" were brought under Section 201, which is part of 
the so-called "Fair Trade" laws. Under these laws, the petitioner only has to 
allege that he is being injured by imports. He does not have to show that the 
importers are doing anything illegal. This is the Section that U.S. auto 
makers used in the early 1980 1 s. The 201 petition is filed with the U.S. 
ITC. In the shoe cases, the ITC recommended that quotas be imposed on shoe 
imports. However, the reconmendation is subject to presidential discretion 
and, in this case, the President decided not to impose any quotas. 

In June, 1985, Micron Technology, Inc. filed an Antidumping petition 

under the same law as the petition filed today by AMO, Intel, and National. 
Micron's petition claims that the Japanese are dumping dynamic RAMs (ORAMs), 
another form of semiconductor memory. On August 8, 1985, the ITC made a 

preliminary finding of injury and an investigation is proceeding. 
On September 6, 1985, Micron also filed a private Antitrust Claim in the 

Federal District Court ag~inst six Japanese DRAM manufacturers. Ali of the 
other actions ~-Jere filed with government agencies against all niandact'Jrers in 
a particular country. The Antitrust Action, filed in a Federal District 
Court, is a private action of Micron against the specific companies naffied. 
The complaint alleges that the six manufacturers conspired among the~selves to 
fix prices anc doninate the ORAM market. 

Recent quotes from Tomohiro Matsumura, Senior Vice President of NEC (Nip2on 

f_!_~ctric Corporation) 

" ' The industry has been changing fundamentally to vertical integration,' 

said Tomohiro Matsumura, Senior Vice President of NEC. 'More and more, 
semiconductors are becoming a high-technology-commodity industry, which ~akes 
it more an~ more difficult for the independent merchant to survive. I think 
we cannot help it if, in a commodity-oriented business, it falls in the hands 
of 1 a rge enterprises.•" -- ~sh i ngton Past I September 22, 1985 

"Getting a slice of the microprocessor business is alluring to any 
big-time semiconductor company. Micros aren't the largest market segment; 
that distinction belongs to the $7-billion annual trade in computer memory 



chips. But, Matsumura explains, 'Micros are used in so many different 

products and are sold so often with a bundle of associated chips that you can 

link 15% to 18% of the S28-bil1ion demand for all semiconductors to the 
microprocessor.' Besides,- he adds, 'Many chips that are separate 
today ... memories for example ... will be fabricated tomorrow within the 
microprocessor itself. If we succeed in micros, we can absorb, and lead, ~uch 
of the semiconductor industry.'" 



Antidumping Petition 

QUESTIONS AND ANSWERS 

1. Isn't this the same as Micron's 64K and antitrust suits? 

This is not a lawsuit. Micron's antitrust suit is something entirely 

different from this petition. Th@ AMO/Intel/National petition is filed under 
the same law as Micron's 64K DRAM antidumping petition. 

2. How 1s this different from the SIA 301 petition? 

This petition seeks to stop the illegal dumping of EPROMs into the U.S. 

from Japan. Dumping is a violation of U.S. trade law. The SIA petit1on asks 

our federal government to take action as necessary to achieve greater access 

to Japanese markets for American manufacturers. 

3. Why didn't you file a 201? 

Ore would file a 201 if there was no dumping taking place, but imports 

·.~~re injuring the industry. This is what happened in the recent shoe case. 

The AMO / Intel / National petition says unfair trade practices, i.e. dumping, 

~ere t3~ing place. Therefore, filing under different law is called for. 

4. ~ho is your prime target? 

Japanese manufacturers who price EPROMs below fair value (manufacturing 

costs· R&D costs+ G&A costs+ a reasonable profit ~argin) in order to 

ircrease market share in the U.S. 

5. National: Hitachi is one of those named in your suit. Are you suing 

your partner in National Advanced Systems? 

This is not a laNsuit. It is a petition against certain business 



practices followed by the Japanese semiconductor industry. We do not single 
out any one manufacturer. Our relationship with Hitachi is a completely 

separate issue. 

6. Intel: Aren't scme of the Japanese manufacturers named in the petition 
your own strategic partners? (Fujitsu, Mitsubishi, Oki) 

This is not a lQwsuit. It is a petition against certain business 
practices followed by the Japanese semiconductor industry. We do not single 
out any one manufactLrer. Our relationship with ___ is a completely 
separate issue. 

7. What do you expect to achieve with this action? 

We want Japanese EPROM manufacturers to stop dumping their products on 
the American market. If they don 1 t, we want an antidumping duty imposed on 
their products ent~ring this country, as called for by law. 

8. What could you lose? 

We could lose tre EPROM market if we don't act now. The record is clear 
on that. Reme~ber tre 64K DRAM? The Japanese took that market by 
undercutting all others until the profits vanished. Their strategy on E?RCMs 
appear5 to be similar. 

9. Is this petition part of a larger scheme? Are you guys going to ro11 out 
another one every week? 

We are taking action wherever we think it is clearly warranted. We 
believe the facts are indisputable; the Japanese are determined to do~inate 
the EPROM market as they do DRAMs, by pricing evQrybody else out of the 
business, regardless of the cost. 



10. What is the ans~er to the trade issue? 

Everybody has their own answer to that question. What we're discussing 
here today is a violation of law. Nobody can dispute that. 

11. How badly have you been hurt? How much have you lost? 

The facts speak for themselves: the Japanese already have 60% of the 64K 

U.S. EPROM market, 60% of the U.S. 128K market and have surged from 3% to 20\ 

of the U.S. 256K market in less than two years. They did this la rgely on 

predatory pricing, jumping in with ridiculously low-priced chips after Ameri­
can firms developed the technology and the markets for them. Further 1 we 
expect that U.S. manufacturers will lose approximately $203 million be:\~een 

July 1985 and July 1986 due to Japanese producers' predatory pricing of l28K 

and 256K EPROMs alone. 

12. · What do you mean by "dumping?" Can you prove that the Japanese are 

indeed dumping their products here? 

The law defines 11 dumping 11 as selling at prices below fair value or 

selling at a lower price in the U.S. than in the country's hor.ie market. This 

petition foc uses on sel1ing at pricQs below fa ir value. This practice i s 

clearly against the law and we aim to prov e that is wha t the Japa ~ese are 

do i ng in EP~OMs. We expect to win our point ard put a stop to it . 

13. What so l id proof do you have? 

We have pric~s, costs ard years of Tiarket practices docu~ented. There is 

no question that EP RO Ms are the latest target 11;arket of the Jap.:rnese 
semiconductor industry. 

14. Wh ere did you get your proof? 

Cost data: Developed by Dr. William Finan, an independent economist with 
the Washington D.C. firm, Quick, Finan, and Associates. His esti ~ates are 

based on general industry studies done over the years and 



discussions with U.S. EPROM producers on their costs, with adjustments based 

on his knowledge of Japan. 
Pricing data: The source is a regular Intel business record re&erred to 

as the quote log. In this log. Intel sales engineers record competitive 
quotation information on a regular basis in order to estimate market prices. 

15. Can we see your proof? 

It is in the petition, except for some sealed exhibits that contain 
proprietary i nformation on the petitioners' individual businesses, that not 
even we as individual companies can see. 

16. How important is the EPROM market? 

We cannot let the EPROM market follow what happened to the DR~~ market. -
It is critical for American manufacturers to maintain a high-volume product to 
help develop new technologies and continually drive down the manufacturing 

learning curve. Otherwise, we ' ll become nothing but design houses. ~le intend 

to continue to be major players in the EPROM market. 

17. Aren't you really asking for a form of protectionism? 

No. We are asking that an illegal action be stopped. 

18. Where i s the SIA on this? 

I can ' t speak on behalf of the SIA. You'll have to contact t heir off i ces 
directly. 

19. Whcse ~urisdiction is this case? Who can make it stick? ~ho l ev i es the 

duty, if any? 

We are petitioning the U.S. Department of Commerce and the U.S. 

International Trade Commission for a stop to illegal trade practices. The ITC 

will make the initial investigation to determine if a full scale invest i gation 

is warranted. Assuming that they find in our favor, the Department of 



Commerce wi1l conduct the investigation. If they determine that the Japanese 
are indeed dumping EPROMs in the U.S., the Department of Commerce wou1d be the 

agency to impose the duty. 

20. If duties are imposed, who gets them? 

1he U.S . government. 

21. What 1 s the timetable? 

Refer to the backgrounder. 

22. Are you doing this because you simply are unable to compete with the 

Japanes~? 

Absolutely not! Our quality is better. We have more experience. We are 
the technology 1eader. U.S. companies have been the first to introduce each 
new generation. The Japanese hav~n•t even introduced 512K and 1 ~egabit 

EPROMs, but U.S. firrs have. We are filing this petition because we want to 

put a stop to illegal trade activities. 

23. Why did you three companies do this together? Why not just on e cc;rpany, 

a11d ·,vhy have n't other U.S. r1 ;.)nufacturers j oined in t he pet i tion? 

Three of the largest U.S. EPROM manufacturers filed on behalf of all U.S. 
EPRC'-~ ~;ar.ufac:turcrs. It 1 s an overall industry petition. 

24. Who is paying tre ccsts associated with this petition? (Legal fees, 
~I tc, ) 

Ea ch indi vidu a l company. 

25. Intel: Don 1 t ycu have lawsuits pending with other Japanese ccmpanies? 

Yes. In a copyright infringement case, Intel has alleged that NEC has 

copied Intel computer programs in its V series of microprocessor products. 



26. Aren't you ultim~tely going to hurt your EPROM customers with this? 

In the short tern, they wi11 not be able to buy at the illegally low 
Japanese prices. But in the long tenn1 they will not be dependent on a 
monopolistic source of EPROMs, Japanese semiconductor companies who would have 
the ability to raise prices freely. 



DEWEY, BALLANTINE, BUSHBY, PALMER & WOOD 

CONF~IAL 
7 

~ 

MEMORANDUM FOR JEANNE ARCHIBALD 
JOSEPH MASSEY 
CLYDE PRESTOWITZ 

From: Alan Wm. Wolff {fJ 
Subject: Semiconductor 301 Case -­

Meeting With MIT! Repre~entative 

October 3, 1985 

MIT! representatives say that the impression that 

they get from the lengthy questionnaire just received in the 

semiconductor case is that this is a signal from USTR for 

MIT! to "go slow and take its time". It is said that USTR 

is not ready to meet with MITI on a technical level without 

the questions being answered, and that no meetings at a 

wakasugi/Smith level can take place until the technical 

level discussions have taken place. Moreover, it is again 

said that USTR is swamped with its self-initiated cases and 

has no time to devote to the semiconductor case. 

MIT! says it is turning its attention solely to 

the factual discussions. I replied that this approach could 

lead to a long and harmful deadlock, similar to the situa­

tion on the Western front in World War I, where there was a 

war of attrition. More and more cases will be filed -­

antidumping, antitrust, and more government investigations 

of anticompetitive activities begun. While SIA did not 



believe that this was the most productive way to approach 

this case, SIA was prepared to do whatever it takes to win. 

My interlocutor suggested that SIA was becoming 

more divided as time goes on. In fact this is not the case. 

The MIT! interpretation is that the various companies are 

pursuing individual solutions {such as through dumping 

cases). I said that this did not detract from the overall 

importance and attention given by the industry to the sec­

tion 301 case, although over time it would become more and 

more difficult to try to restore peace to this sector. 

I reported to MIT! that if it became necessary to . 

get increased attention to our case, I had told USTR that I 

would commit seppoku on the steps of USTR, and that I had 

been asked whether I would do so with a 256K EPROM. MITI's 

representative indicated that MITI would send flowers. 

For the record, the chain of command is as 

follows: On the working level there is Mr. Sumi; who re­

ports to Mr. Ueda, Deputy Director {a coordinator of general 

affairs for the Bureau); who reports to Mr. Hyodo, Director, 

Industrial Electronics (with jurisdiction over computers, 

semiconductors and computer peripherals); who reports to Mr. 

Tanahashi, Deputy Director General, Industrial Machinery and 

Information Industries; who reports to Mr. Shiyuzama (sp?), 

Director General, Machinery and Information Industries 

Bureau; who reports to Vice Minister Wakasugi. 

2 



DEWEY, BALLAN~SHBY, PALMER & WOOD 

TO Mr. Michael Dri~g~g=s~--

I thought you would be 
interested in the enclosed 
materials relating to 
the Semiconductor Industry 
Association Section 301 
case. 

Alan Wm. Wolff 
85 Oct. 4, , u 
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CHARLES E. GRA SSLEY 
1, 6 FE OERA. l 8 u r;..01 Jr,f (, 

131 E 4T M S TREIT 
DAVENPORT. IA 5 260 1 
(3 19) 322-4331 

The Honorable Clayton Yeutter 
United States Trade Representative 
Room 209 
600 17th Street, N.W. 
Washington, D.C. 20506 

Dear Amba~r: 

September 3 0, 1985 

The Semiconductor Industry Association (SIA) has filed a 
petition with your office under Secti o n 301 of the Trade Act of 
1974. The petition r e quests that the United States gov e r nm ent 
take the steps necessary to eliminate unfair trade practices · 
wh ich have been put into place and con do ned by the Ja panese 
govern ment. I believe that the industry's petition, in calling 
for access to the Japanese market but not limitations on 
semiconductor imports, offers a r esponsible solution to this 
problem. Access to the Japanese semiconductor market is 
essential if the U.S. semiconductor industry is to r em ain 
c ompetitive. 

As you know, this case is a market access case. The U.S. 
industry asks only that it be given the opportunity to 
participate fully in the Japanese semiconductor market and that 
steps · be ta k en to deter unfair trade practices by Ja pa nese 
semiconductor companies in the U.S. market. 

The Ja pa nese semiconductor market is the only one in which U.S. 
c ompanies have been unable to obtain a market share that is 
justified by their competitiveness. If this continues, I 
believe U.S. semiconductor manufacturers will be per manently 
injured at the cost of many U.S. jobs. Also, it could 
ultimately result in the United States relying entirely on 
foreign sources for semiconductor products which are necessary 
for vital military systems. 

Com m i: 1ee Ass ignments: 

E' UD GET FIN ANCE JUDIC IARY LA SOR AND HUMAN 

RES OURCES 

SPcC IAL cor:r.11 TT t E ON 

AGING 



Page 2 

The U.S. go ve rn ment must take a tougher trade stance including 
the vigorous enforcement of existing trade laws to end the 
unfair trade practices of our trading partners. In the 
Semiconductor Industry Association's Section 301 trade case, 
you have before you the opportunity to demonstrate your 
commitment to this principle in a completely free trade 
context. 

I urge the Administration to pursue this case to a swift and 
positive conclusion. 

Sincerely, 

~LL 
C~arles E.~/ 
United States Senator 

CEG/clm 
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ARNOLD L. PUNA.AO. STAt:F DIRECTOR FOR THE MINQFIITY 

September 25, 1985 

The Honorable Clayton B. Yeutter 
United States Trade Representative 
Office of United States Trade 
600 17th Street, Northwest 
Washington, D. C. 20506 

Dear Ambassador Yeutte~: 

CO MMITTEE ON ARM ED SER VI CES 

WASHINGTON, DC 20510 

First, I want to congratulate the Administration for its September 23 statement 
on international trade policy. I think the President, you and others involved 
have struck a good balance between sensitivity to the concept of free trade and 
what rrust be done to assure fair market access for American business. In 
particular, I want to focus on that part of the President's remarks in which he 
instructed you to take action in instances of unfair trade that will 
disadvantage American businesses and workers. The United States semiconductor 
industry has filed a petition with you under Section 301 of the Trade Act of 
1974 that fits this descriptiGn perfectly. 

American semiconductor products are at the cutting edge of technology, yet even 
with the recent mutual elimination of semiconductor tariffs in Japan and the 
United States, our market share in Japan is still stuck at ten percent, where 
it has been for ten years or so. This just does not seem natural and, in line 
with the September 23 statement issued by your Office, it is my hq)e that the 
Administration will use this case to "step up the use of the authority given to 
it by Congress to address foreign unfair trade practices" and "be receptive to 
petitions fran firms and individuals that present valid ~laints about 
foreign unfair trade practices." 

Consistent with tnese carrnitrnents and the Administration's pledge to "seek the 
rerroval of foreign barriers and distortions" to trade in high technology 
industries "in which we have a significant worldwide canpetitive advantage," I 
can think of no J'OC)re suitable petition to J'OC)Ve to the front burner than the 301 
case filed by the Semiconductor Industry Association. 

True, this subject is close to me because of the importance of the 
semiconductor industry in Arizona, but it also has a significant bearing on the 
credibility of the Administration's canmitrrent to accelerate efforts to open up 
foreign markets for United States products. 
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Honorable George Shultz 
Secretary of State 
The Department of State 
Washington, D.C. 20520 

Dear Mr. Secretary: 

FOREI GN AFFA IRS 

VETERANS ' AFFAIRS 

SELECT COMMITTEE ON 

AGING 

It was a pleasure joining you for breakfast this morning. I 
found our conversation regarding trade and the protectionist 
sentiment in Congress most thought provoking. 

As I mentioned in our discussion this morning, I share your 
opposition to hurtful protectionist trade measures that are 
currently circulating within the Congress. However, I also 
believe the Administration must take a tougher trade stance by 
enforcing existing trade laws. We must address unfair trade 
practices by our trading partners in order to prevent excessive 
action in the Congress. The Semiconductor Industry Association's 
Section 301 trade case is among the unfair trade practices the 
Administration can resolve in order to curb growing protectionist 
sentiment. 

In your meeting with Japanese Foreign ~inister Abe on 
September 23, I urge you to make the resolution of the 
Semiconductor Industry Association's Section 301 trade case a top 
priority. As you know, this case is a market access case. The 
U.S. industry asks only that it be given the opportunity to 
p a rticipate fully in the Japanese semiconductor market and that 
steps be taken to deter unfair trade practices by Japanese 
semiconductor companies in the U.S. market. 

Since the filing of the case on June 14 by the Semiconductor 
Industry Association (SIA), and its initiation on an expedited 
basis by the Office of the United States Trade Representative on 
July 11, a number of semiconductor trade actions against Japan 
have been commenced by the Department of Justice and by private 
litigants. More are e xpected. I fear that semiconductor trade 
issues will become a major problem between Japan and the U.S. 
unless the two governments move promptly to effect a resolution. 

As you know, the basis of these actions is that the 
Government of Japan has deliberately created and continues to 
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support and condone a semiconductor market structure which 
excludes foreign companies from any but residual supplier status, 
and which makes possible aggressive and unfairly priced waves of 
exports to the U.S. Both types of activity are causing serious 
injury to U.S. semiconductor companies in the form of layoffs, 
plane closings, and operating losses at a time when the U.S. 
industry is already suffering because of a major decline in 
worldwide semiconductor dema~d. 

Additional details on collusive behavior in Japan and its 
effects in the Japanese and U.S. markets are now being sought by 
the interagency 301 Committee, and questions concerning the case 
will be raised in discussions with the Japanese Government later 
this month. The purpose of the SIA case, however, is not to lay 
the blame for this situation, but to end the harmful effects of 
the Japanese Government and industry actions. 

I expect that Mr. Abe would also prefer to resolve the case 
in as rapid and non-controversial a manner as possible. I would 
encourage you to propose to him that appropriate officials of the 
two governments develop a formulation for the conclusion of the 
case by the end of October. The early and favorable resolution of 
the case would certainly be viewed very posLtively in the 
Congress. 

Thank you very much for your consideration of this vitally 
important matter. 

With best personal regards, 

DM :ns 
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CONTACT: JIM LeMUNYON 

Tb.SK fOR.C,E URgES gREATE.B b.CCESS 
TO JbPAN~ SEMICONDUCTOR MbRKET 

Twenty-nine House Republicans have sent~ letter to United 

States Trade Representative Clayton Yeutter in support of the U.S. 

semiconductor industry's trade petition to gain greater access 

for U.S. companies to the Japanese semiconductor market. 

The petition was filed with the Trade Representative on 

June 14, 1985 by the Semiconductor Industry Association (SIA) under 

section 301 of the 1974 Trade Act. · 

"In contrast to some U.S. industries, the semiconductor 

industry is not asking for protection. Rather it is just seeking 

the same op~n access to the Japanese market that the Japanese 

have to ours," said Congressman Ed Zschau, who is a former 

Silicon Valley executive and Chairman of the Task Force on High 

Technology Initiatives. 

"It's essential to the future of the U.S. semiconductor 

industry that the Japanese government eliminate the subtle but 

effective trade barriers that have prevented U.S. manufacturers 

from achieving their fair share of the Japanese semiconductor 

market," Zschau said. 

(more) 
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August 5, 1985 

The Honorable Clayton Yeutter 
U.S. Trade Representative 
600 17th Street, N.W. 
Washington, D.C. 20506 

Dear Ambassador Yeutter: 

Congratulations on your appointment as United States Trade 
Represen t ative. We look forward to working with you in an effort 
to prom6te U.S. exports and industrial competitiveness. 

Of primary concern to us is U.S. access to foreign markets. 
This is particularly critical in the semiconductor industry, 
which provides the components on which virtually all other high 
technology electronics products are based. 

We ate pleased that you have initiated the Semiconductor 
Industry Association's case to gain greater access to the 
Japanese semiconductor market, and hope you will vigorously 
pursue negotiations with the Government of Japan to achie.ve that 
goal. The actions of the Japanese Government in creating and 
maintaining a semiconductor market structure in which foreign 
companies are able to serve only as . residual suppliers have 
prevented U.S. companies from obtaining fair and equitable market 
opportunities in Japan. 

The Semiconductor Industry Association's case under Section 
301 of the Trade Act of 1974 documents these restrictive actions. 
These include the creation of an anticompetitive market 
structure, providing subsidies and low interest loans to Japanese 
semiconductor companies, and encouraging Japanese companies to 
buy Japanese semiconductor products. 

The effects of these Japanese Government actions have been 
profound. United States semiconductor companies hold 83 percent 
of the domestic semiconductor market, a 55 percent market share 
in Europe (where Japanese companies hold only 11 percent) and 
about 50 percent of the market in other areas of the world 
outside of Japan, most of which are in the Pacific Rim. Yet in 
Japan--the second largest and most rapidly growing market--the 
share obtained by U.S. manufacturers has been held to just 10 
percent for over a decade. 

The Japanese semiconductor market is the only one in which 
U.S. companies have been unable to obtain a market share that is 
justified by their competitiveness. If this continues, we 
believe U.S. semiconductor manufacturers will be permanently 
injured at the cost of many U.S. jobs. Also, it could ultimately 
result in the United States relying entirely on foreign sources 
for semiconductor products which are necessary for vital military 
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and commercial applications. 

We will be pleased to provide you with whatever support you 
may require in pursuing the Semiconductor Industry Association's 
Section 301 case to a successful conclusion. That conclusion, we 
believe, must mean greater access to the Japanese semiconductor 
market for U.S. cumpanies as evidenced by an increase in their 
market share in Japan. 

C. Wortley 

//ZW ,11.~--~ 
Newt Gingrich 
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July 9, 1985 

His Excellency Nobuo Matsunaga 
Ambassador Extraordinary and 

Plenipotentiary of Japan 
Embassy of Japan 
Washington, D.C. 20008 

Dear Mr. Ambassador, 

We are writing 
issues between 
regarding the 
industry. 

concerns regarding trade 
and Japan, specifically 

with the semi-conductor 

to convey to you our 
the United States 
current problems 

Fi rs t we want to reiterate our strong support for the efforts 
taken by Japan so far to open up its markets to international 
trade, and our support for strengthening and expanding trade 
relations with Japan. We must, however, also underscore our 
very deep concern that progress in opening Japanese markets 
must be more rapid and effective. Fai,lure to make greater 
progress has led to a sense of deep frustration in the United 
States and has led to growing ill-will against Japan, 
especially among those in the trading and high technology 
communities where there have been thousands of layoffs in 
California, alone, in recent weeks. 

• 

Responsibility for the lack of progress lies with both Japan 
and the United States. In the United States, our main failure 
lies in our not reducing the federal deficit which has resulted 
in high interest rates and imbalance in the value of the dollar 
and the yen that makes our exports less competitive. Japan 
has been too slow in dismantling the structure of quotas 
and trade barriers that have closed out our competitive 
technology goods from the Japanese market. Japan has also 



been too slow in responding to U.S. proposals in government 
forums like the High Tech Working Group and MOSS 
(Market-Oriented Sector Selective) negotiations regarding 
greater market access for U.S. semiconductors in Japan. And 
Japan has been too tolerant of anti-trust and dumping 
violation·s perpetrated by Japan-based corporations, such as 
the Hitachi case. 

The semiconductor industry is a clear example of an industry 
in which U.S. companies' access to the Japanese market has 
been severely limited while Japanese companies have had free 
access to the United States market. The relatively low 
sales of U.S. high technology goods in Japan is not a result 
of any greater competitiveness on the part of Japanese 
companies. U.S. semiconductor companies are clearly 
competitive with Japanese companies as evidenced by their 
relative levels of sales in markets outside of Japan. 

The semiconductor industry in the United States and in Japan 
is facing a very difficult period. Dem.and has fallen in 
both countries. But it is unacceptable to the United States 
to have Japanese semiconductor products which are in excess 
"dumped" in the United States market. Such activities do 
further injury to the industry and to U.S. -Japanese trade 
relations at a time when it is vital to improve, not harm, 
our trade ties. 

While the government of Japan has stated that it recognizes 
the need to make special efforts to overcome the barriers 
which have prevented U.S. semicondutor companies from 
participating fully in the Japanese market, the J apanese 
Government has failed to encourage increased purchases of 
foreign companies' semiconductors by Japanese firms. In 
fact, the U.S. share of the Japanese semiconductor market 
has actually declined during 1985 to levels of 10 years ago, 
when import quotas were in place. 



We are strong advocates of an open international trading 
system. We must reiterate our concern that unless progress 
is achieved , the pressure in Congress to take protectionist 
action will continue to grow. We believe that the 
semiconductor case will be taken as a concrete example by 
Congress of Japan's determination to open its markets. A 
substantial increase in U.S. semiconductor companies' share 
of the Japanese market would demonstrate effectively that 
commitment. Failure to do so will force the Congress to 
quest ion it. 

We request that you convey our views on the matter of the 
semiconductor industry to the highest levels of your 
government. We look forward to working with you to resolve 
the trade dispute and enhance our close relationship with 
the people of Japan. 

Sincerely, 

4fr,1 C, L_J~~ 
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Honorable Clayton B. Yeutter 
U.S. Trade Representative 
Office of U.S. Trade 
600 17th Street, N.W. 
Washington, D.C. 20506 

Dear Ambassador Yeutter: 

July 10, 1985 

COMMl'TI'll1 

WAYS AND MEANS 

■UIICOMMITTU■ 1 

CHAIRMAN, SOCIAL SECURITY 

OVERSIGHT 

The Semiconductor Industry Association (SIA) has filed a 
petition with your office under Section 301 of the Trade Act of 1974. 
The petition requests that the United States government take the 
steps necessary to eliminate unfair trade practices which have been 
put into place and condoned by the Japanese government. I believe 
that the industry's petition, in calling for access to the Japanese 
market but not limitations on semiconductor imports, offers a 
responsible solution to this problem. Access to the Japanese 
semiconductor market is essential if the U.S. semiconductor industry 
is to remain competitive. 

In recent testimony before the Joint Economic Committee, SIA 
indicated that Japanese market barriers in the semiconductor industry 
are costing the U.S. up to 27,000 jobs including up to 4,000 in our 
state of Texas. In the current recession in the semiconductor 
industry, Japanese barriers to trade are causing severe injury to 
U.S . semiconductor companies. U.S. jobs are lost because of the 
limited level of sales which is possible in Japan, and because the 
structure of the Japanese semiconductor market makes the dumping of 
semiconductors in the U.S. market more likely. 

I am pleased that SIA is making use of the Section 301 
provisions of the Trade and Tariff Act of 1984 which was passed by 
the Congress last year. Those provisions make it possible for U.S. 
companies to take action against foreign government actions which 
deny "fair and equitable market opportunities" to U.S. companies . 
This case offers a very good example of the sort of market barriers 
which the new law permits U.S. companies to address. 

THIS STATIONERY PRINTED ON PAPER MADE WITH RECYCLED FIBERS 



I strongly endorse your efforts to resolve these market access 
problems through negotiations with the Government of Japan, and 
encourage you to initiate the 301 case on an expedited timetable. I 
also urge you to continue to make the semiconductor trade issues 
raised by the SIA petition a priority of the U.S. Trade 
Representative's office. 

Sincerely, 

Richard Armey 

?~~ 
Marvin Leath 

Larry C°CTest 

~ 
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Beau Boulter 

Jack Fields 
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June 20, 1985 

The Honorable Michael B. Smith 
Acting U.S. Trade Representative 
Office of U.S. Trade 
600 17th Street NW 
Washington, DC 20506 

Dear Ambassador Smith: 

We wish to commend you for proceeding with your new round of 
talks with Japan to resolve disputes over trade in electronic 
products. We also strongly urge you, during these talks, to 
attach a very high priority to improving access to the Japanese 
market for our domestic manufacturers of semiconductors. 

This country is very fortunate to have an industry which pro­
duces state-of-the-art semiconductors. America's products are 
of the highest quality, with our semiconductor industry con­
sistently remaining on the cutting edge of new technological 
advances in the area. Evidence of the quality and reliability 
of the products, as well as of the industry's marketing success, 
is the consistent world-wide demand for American-made semi­
conductor chips. 

It is, therefore, particularly distressing that our domestic 
manufacturers of semiconductor chips have been unable to acquire 
any appreciable share of the Japanese marketplace. Despite the 
persistent and long-standing efforts on the part of our semi­
conductor industry, there have been no substantial improvements 
in trade with Japan in this particular area. 

In addition to being unable to penetrate the trade barriers 
that currently exist in Japan, the American semiconductor industry 
has been unable to halt the selective export policies engaged 
in by Japanese companies - policies which have the potential 
to destabilize the world-wide semiconductor marketplace. 
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Obviously, industry efforts alone will not resolve the impasse 
in this important market. We, therefore, are strongly urging 
you to play a vigorous role in improving international conditions 
for American semiconductor manufacturers. 

Specifically, we ask that, in the context of your overall negotia­
tions pertaining to electronic products, you attach a very high 
priority to achieving the liberalization of Japanese markets for 
our semiconductor products. 

Moreover, we ask that you process, as quickly as possible, the 
Section 301 case filed recently by the Semiconductor Industry 
Association so that appropriate remedies can be rapidly imple­
mented to mitigate the adverse trade position of our semiconductor 
industry vis-a-vis Japan. 

We feel certain that you share our deep concern in this matter 
and that you agree every possible avenue must be explored to 
sustain one of the most successful and most competitive of all 
of America's industries. Thank you in advance for your kind 
consideration and your assistance regarding this critical issue. 

Sincerely, 

::::> 

ALAN CRANSTON 
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MEL LEVINE 

cc: Jeanne Archibald, Chair, Section 301 Committee 
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SELECTED STATEMENTS BY MEMBERS OF 
CONGRESS IN SUPPORT OF SIA 301 
ACTION 

June 14, 1985 

A number of members of Congress have issued press 
releases and written letters in support of the SIA 301 peti­
tion. Others have commented with regard to the case. These 
include the following statements: 

I. Statement of Sen. Richard Lugar (R-IN), Chairman of the 
Senate Foreign Relations Committee: 

"The evidence that is raised in this complaint 
raises very serious questions about the entire US­
Japan relationship. Toleration of anticompetitive 
practices in an area like semiconductors where the 
U.S. is clearly a world leader suggests an atti­
tude of dominance out of keeping with our idea of 
an equal partnership in the Pacific". 

II. Statement of Sen. Frank Murkowski (R-AK), Chairman, 
Senate Republican Conference, Task Force on Interna­
tional Trade Policy: 

"The fact that U.S. manufacturers consistently 
out-perform the Japanese in neutral markets by 
better than four to one is strong circumstantial 
evidence that the allegations of trade barriers in 
Japan is true." 

III. Statement of U.S. Senator Paula Hawkins (R-FL): 

"A viable U.S. semiconductor industry is critical 
to the competitiveness of the entire U.S. elec­
tronics sector and is essential to providing per­
formance advantages for U.S. defense systems. 
Equal access to the Japanese semiconductor market 
- which is the largest and most dynamic market 
outside of the United States - must be accom­
plished if the U.S. industry is to survive." 



IV. Statement of Representative Thomas Downey (D-NY), Mem­
ber, House Ways and Means Committe, Subcommittee on 
Trade: 

"Last year, Congress modified the trade law to 
make clear that Section 301 applies when foreign 
interests deny U.S. firms fair and equitable ac­
cess to the foreign market. This clarification 
was to address market barriers such as those out­
lined in the semiconductor 301 case. I hope that 
this case will be resolved quickly and in a fair 
manner for the U.S. industry under the newly re­
vised statute." 
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FOR IMMEDIATE RELEASE 

June 14, 1985 
CHIPS 

Senator Alan Cranston (D., Calif.) said today that Commerce 

Secretary Malcolm Baldridge is "sympathetic" to complaints by the 

U.S. semiconductor industry of product "dumping" by Japanese 

competitors. 

Cranston, who is the Senate deputy Democratic leader, said he 

presented the industry's case to Baldridge yesterday at a lunch 

in his Capitol office after meeting earlier this week with 

members of the Semiconductor Industry Assn. 

The association, which represents the nation's leading 

independent manufacturers of silicon chips--many of them 

California firms--today filed a petition with acting U.S. Trade 

Representative Mike Smith charging Japan with blocking imports of 

U.S.semi-conductors. 

Besides asking the Reagan administration to negotiate with 

Japan to open its $8 billion semiconductor market to U.S. 

manufacturers, the industry wants the government to persuade 

Japan to stop its "dumping" of chips on U.S. buyers at prices 

below cost. 

Cranston said Baldridge "understands the situation and he 

told me he would try to help". 

(more) 
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Cranston, who is a member of both the Senate Ranking and 

Foreiqn Relations Committees, today formally requested that he be 

called to testify on behalf of the industry when Trade 

Representative Smith holds hearings on the industry's petition. 

Hearings are expected to begin sometime next month. 

Cranston told Smith, in a letter sent today, that the 

semiconductor industry "which is at the vanguard of our future 

industrial growth is being undermined by outrageously unfair 

foreign practices". 

"Inaction by the Reagan administration would amount to 

unilateral disarmament in internationals trade competition," 

Cranston said. 

Cranston said the industry is not recommending restrictions 

on Japan's access to the U.S. market or suggesting retaliatory 

measures. 

However Sec. 301 of the 1974 Trade Act requires the President 

to impose a tariff or an import quota if U.S. negotiators fail to 

reach an agreement with Japan within a year. 

-0-
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STATEMENT OF SENATOR PACKWOOD 

THIS SPRING, BOTH HOUSES OF CONGRESS, FOLLOWING THE 

FINANCE COMMITTEE'S LEAD, EXPRESSED THEIR FRUSTRATION 

WITH JAPAN'S FAILURE TO OPEN ITS MARKETS TO FOREIGN 

PRODUCTS AND SERVICES. THE FINANCE COMMITTEE HAS 

APPROVED A BILL WHICH WILL REQUIRE THE PRESIDENT TO 

RETALIATE AGAINST JAPAN UNLESS AND UNTIL UNITED STATES 

EXPORTERS OBTAIN MEANINGFUL ACCESS TO THE MARKETS OF 

JAPAN. 

THE JAPANESE GOVERNMENT HAS RESPONDED WITH PROMISES 

OF MEANINGFUL MARKET OPENING MEASURES, TO BE ANNOUNCED 

IN JULY. YET, WITH THE DATE OF THAT ANNOUNCEMENT 

BARELY A MONTH AWAY, THERE IS LITTLE EVIDENCE THAT NEW 
- -- p.,,. ._. - . 
.i. ·- :·~ - ._ ! ~ 

THERE CAN BE NO DOUBT ABOUT THE COMPETITIVENESS OF 

THE U.S. SEMICONDUCTOR INDUSTRY. THE U.S. INDUSTRY HAS 

CAPTURED 55 PERCENT OF THE WORLD MARKET FOR 

SEMICONDUCTORS, WHEREAS THE JAPANESE HAVE ONLY BEEN 

ABLE TO CAPTURE ABOUT 11 PERCENT OF THAT MARKET. YET 

I~ JAPAN, THE U.S. SHARE OF THE SEMICONDUCTOR MARKET 

HAS RE~AINED AT ABOUT 10 PERCENT INSPITE OF NUMEROUS 

1 OF 3 
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EFFORTS OVER A DECADE BY THE U.S. INDUSTRY AND THE U.S. 

GOVERNMENT TO OBTAIN A LIBERALIZATION OF THAT MARKET. 

BUT NONE OF THESE LIBERALIZATION EFFORTS HAS CHANGED 

THE OLIGOPOLISTIC SITUATION OF THE JAPANESE 

SEMICONDUCTOR INDUSTRY. A SMALL NUMBER OF JAPANESE 

ELECTRONICS COMPANIES BOTH PRODUCE ANO CONSUME JAPAN'S 

SEMICONDUCTORS. THESE SAME FIRMS DOMINATE MOST 

SEMICONDUCTOR END-PRODUCT MARKETS; PROCURE THE BULK OF 

THEIR SEMICONDUCTORS FROM EACH OTHER; ARE LINKED BY A 

LARGE NU~BER OF HORIZONTAL TIES WITH RESPECT TO 

RESEARCH, DEVELOPMENT AND, IN SOME CASES, PRODUCTION 

AND SALES; ARE CHARACTERIZED BY A STRONG "BUY NATIONAL" 

BIAS; AND HAVE A LONG HISTORY OF COLLUSIVE ACTIVITY, 

INTENDED IN PART TO EXCLUDE FOREIGN PRODUCTS. 

T~! S ANTIC 0~?ETIT IV E SIT UA T! ~~ C~Ll LD 9~ E~D ED SY 

. ·• - . . ,, - .... ·- . ~ .. 
• ' I • •• 

!' '., ' . ... -

CASE OF OTHER INDUSTRIES, THE GOVERNMENT IS APPARENTLY 

RELUCTANT TO BREAK UP ARRANGEMENTS WHICH IT HELPED 

CREATE IN THE POST-WAR PERIOD. OVER THE YEARS, THE 

JAPANESE GOVERNMENT HAS PROTECTED THE SEMICONDUCTOR 

INDUSTRY AND SEMICONDUCTOR END-PRODUCT INDUSTRIES, HAS 

RESTRICTED ENTRY INTO THE SEMICONDUCTOR INDUSTRY TO 

LARGE ELECTRO NICS PRODUCERS, HAS ENCOURAGED DIVISION OF 

PRODUCT MARKETS, AND PROMOTED COOPERATION IN RESEARCH, 
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DEVELOPMENT, PRODUCTION AND SALES OF SEMICONDUCTORS. 

IN SHORT, THE OLIGOPOLY THAT NOW DOMINATES JAPANESE 

SEMICONDUCTORS A~D MAKES FOREIGN PENETRATION SO 

DIFFIC ULT, WAS NUTURED AND PRO~OTED BY THE JAPANESE 

GOVERNMENT. 

WHILE IT SHOULD NOT SURPRISE US THAT THE JAPANESE 

GOVERNMENT HAS BEEN RELUCTANT TO ENFORCE ITS ANTITRUST 

LAWS AGAINST AN OLIGOPOLY OF ITS OWN CREATION, WE MUST 

CO NCLUDE THAT FAILURE TO REVERSE THIS POLICY RENDERS 

ANY OTHER MARKET OPENING MEASURES AFFECTING 

SEMICONDUCTORS MEANINGLESS. WE SHALL AWAIT THE JULY 

ANNOUNCEMENTS FROM TOKYO WITH INTEREST, BUT UNLESS THE 

JAPANESE GOVERNMENT ADDRESSES THE STRUCTURAL PROBLEMS 

ILLUSTRATED BY THE SEMICONDUCTOR CASE I~ A FORTHRIGHT 

f O ~ :. • r r ,.._ .. .-, ' .. ..... .. 
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Today the Semiconductor Industry Association . has filed a petition 
under Section 301 of the Trade Act of 1974, alleging barriers to 
the sale of U.S. semiconductors in Japan. 

As co-author of the reciprocity legislation which became law last 
year, and as a zealous proponent of free and fair trade, I laud 
this step. I am pleased that this industry, a leader in 
competitiveness and innovative technology, has chosen to seek 
not protection at home, but market access abroad. 

Sadly, this Administration has not utilized the fair trade tools 
Congress has bestowed upon it. Our trade deficit, while caused 
largely by the Administration's macroeconomic policies, must also 
be laid to lackadaisical enforcement of our fair trade laws. 

I urge the Administration to pursue this case vigorously ~nd 
swiftly. The industry deserves nothing less. 

I further expect the Administration to put to use its ability to 
self-initiate 301 cases in the future, so that competitive 
American companies are granted the market access they deserve. 

June 14, 1985 
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Mr. Chairman, my name is Jerry Sanders. I am 

Chairman, President and Chief Executive Officer of Advanced 

Micro Devices, a leading United States manufacturer of semi­

conductor products. I am also a member of the Board of 

Directors of the Semiconductor Industry Association (SIA), 

and today am testifying on behalf of that association. I 

wish to thank you for this opportunity to discuss with you 

and your committee some ways in which America can remain 

first in information technologies and to review the current 

trade situation in the semiconductor industry. 

The question to address is: what is needed in 

order for there to be a U.S. semiconductor industry in ten 

years? Today I will outline the elements of a U.S. trade 

policy to accomplish that goal. I do not come here to en-

gage in country bashing. I am here to promote America. 

I. INTRODUCTION - AMERICA FIRST IN INFORMATION TECHNOLOGY 

The information technologies are quite simply the 

core industries of the next industrial era, just as the 

steel, chemical, and automobile industries have been the 

core industries of the 20th century. It is critically im­

portant that the United States continue to lead the world in 

technological development and in the production of comput­

ers, communications products, software, instruments, robot­

ics and semiconductors. These industries are essential to 

our national security, to our current economic well-being, 

and to our continued economic growth. Our competitors over­

seas have recognized the importance of these industries, and 



have engaged in a wide variety of programs to make possible 

their rapid growth. Very often, these foreign government 

promotional efforts have come at the expense of the United 

States industry involved. The United States Government must 

recognize that unless it takes prompt, affirmative action to 

ensure that America remains first in information technol­

ogies, other nations will usurp that position. 

My mission here today is to champion the cause of 

keeping America first in information technology. 

If America is the reigning but beleaguered cham­

pion, the challenger is Japan. The Japanese have set their 

sights on our precarious crown. They know that in this 

"Information Age," leadership in information technology 

equates to leadership in commerce. They also know that it 

is impossible to be first in information technology without 

also being first in semiconductor technology. This is why 

the Japanese have expended enormous sums of money over the 

past several decades in an effort to gain parity in semi­

conductor technology: it holds the key to supremacy in 

information technology. 

The necessary U.S. effort to counter this chal­

lenge must involve not only the particular trade policies on 

which I will focus today, but a commitment to building tech­

nological skills and creating the environment in which those 

technological skills can be translated into the development 

and production of state-of-the-art information technology 

products. 
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II. THE NEED FOR A NEW U.S. TRADE POLICY 

A new U.S. trade policy is necessary to make it 

possible for our information technology industries to sur-

- vive the current challenge brought about largely by the 

industrial and trade policies of foreign governments. At 

the same time, a new U.S. economic policy is necessary to 

enable U.S. industry to stay in the lead in these areas. 

Government support for technical education, government en­

couragement of R&D expenditures, and government creation of 

an environment which encourages the commercial exploitation 

of products developed through domestic R&D are all required 

if U.S. information technology industries are not only to 

survive but are to maintain their economy-leading growth 

over the long term. Our challenge as an industry is to 

develop and ptesent to our government suggestions as to the 

type of programs which can ensure that America is always 

first in technology. 

Before I turn to the specific problems faced by 

the United States semiconductor industry in its interna­

tional trade, particularly with Japan, I would like to exam­

ine the crucial elements of the overall U.S. international 

trade program which is emerging this fall through the inter­

action between the President and the Congress. The U.S. 

semiconductor industry, as an industry which relies on in­

ternational markets for 30% of its sales and which faces a 

rapidly increasing level of import competition in its domes-
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tic market, finds itself one of the industries most effected 

by any change in U.S. trade policy. 

There are essentially six elements of U.S. trade 

policy currently being implemented or under review in the 

U.S. government. These are: 

* 

* 

* 

* 

* 

* 

Bringing the value of the U.S. dollar 
to an appropriate level; 

Vigorously enforcing U.S. unfair 
trade laws; 

Negotiating the elimination of 
foreign government barriers to 
imports; 

Revising U.S. trade laws to address a 
wider range of unfair foreign 
trade practices, to provide com­
pensation to parties injured by 
foreign unfair trade practices, 
and to enhance the international 
competitiveness of U.S. industry; 

Developing U.S. tax law that will 
enhance the international competi­
tiveness of U.S. industry; and 

Reexamining U.S. antitrust laws as 
they apply to foreign anticompet­
itive activities and U.S. competi­
tiveness. 

Setting an Appropriate Value of the Dollar 

The Administration's recent initiative, in con­

junction with our major trading partners, to bring the value 

of the dollar back to an apprqpriate level with respect to 

other major currencies utilized in international trade, 

represents a very important step toward increasing the com­

petitiveness of many U.S. industries. When the value of the 

U.S. dollar is inflated, this represents a tax on U.S. ex-
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ports and a subsidy for imports. There is no clear, funda­

mental economic reason for the fact that the dollar has 

remained for such a sustained period at a level so unrelated 

~ to U.S. trade performance. 

In fact, absent very strong investment flows from 

overseas, the excess of U.S. imports over U.S. exports 

should itself act to return the dollar to a balanced level. 

Such investment flows into the United States are, however, 

occurring. Thus, the concerted government action to realign 

exchange rates at a more realistic level is essential to put 

a halt to the devastation to key American industries which 

has been caused by the overvaluation of the dollar over an 

extended period. 

Of course, this concerted government action must 

involve more than just temporary intervention in the ex­

change markets. The value of the dollar will only adjust if 

the markets believe fundamental change has occurred in the 

way the major trading partners have structured their econo­

mies. For the U.S. this means reducing the Federal budget 

deficit and lowering interest rates. For Japan, this means 

encouraging a higher level of individual consumption. 

In any case, in and of itself, a currency realign­

ment at a more realistic level will not be sufficient to 

reestablish the United States as the preeminent world indus­

trial center or maintain our status as the world's leading 

technological center. Manufacturing jobs which were moved 

to other nations in order to avoid the penalty associated 
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with production in the United States will not return to this 

country. Furthermore, in high technology industries such as 

ours, which is a target of national development strategies, 

~- and in which prices are already falling at a rate of ap­

proximately 30% per year, the value of the dollar has not 

proven to be a significant determinant of relative competi­

tiveness. 

Vigorously Enforce U.S. Trade Laws 

The President has also indicated his commitment to 

the vigorous enforcement of U.S. trade laws. This step too 

is essential if U.S. companies are to avoid the terminal 

injury which can result from foreign government subsidies, 

foreign dumping of products in the U.S. market, and foreign 

barriers to access to their markets. 

Yet, this step alone is also insufficient. For­

eign unfair trade practices already include elements which 

fall outside of the scope of existing U.S. trade law, but 

which are nonetheless injurious to U.S. industries. More­

over, the trade laws provide no compensation to the U.S. 

industry which has suffered as a result of the foreign un­

fair practice. Furthermore, the application of the trade 

laws frequently cannot occur rapidly enough to avoid serious 

injury to the U.S. industry involved. 

Eliminate Foreign Barriers To Imports 

The President has also committed his Administra­

tion to take steps to eliminate foreign barriers to imports 

6 



from the United States. This is particularly important in 

the case of emerging information technology industries which 

foreign governments may wish to protect from import compe-

~ tition. In the newer technologies which involve very large 

up-front R&D and investment expenditures, volume production 

is often the key to commercial success. When foreign mar­

kets are closed to U.S. companies, the U.S. companies lose 

not only the sales they would otherwise make in the foreign 

market, but sales that they are unable to make in their 

domestic market because their per unit costs are maintained 

at an artificially high level. At the same time, they lose 

many of the other benefits of volume production, such as 

improved production and design technology. 

Foreign market barriers can take a variety of 

forms from quotas, tariffs and investment restrictions to 

non-tariff barriers such as customs delays and quality in­

spections to the encouragement by foreign governments of 
~ 

market structures and buy-national attitudes which prevent 

significant foreign entry into the market. In all these 

cases, the effects can be equally devastating, and the U.S. 

Government must be willing to take action against all such 

foreign market barriers. 

Revise U.S. Trade Laws 

One area of trade policy reform which the Presi­

dent has said must be addressed (though the Administration 

has not yet submitted any proposals), and which is under 

active consideration in the Congress, is trade law reform. 
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As mentioned above, there are types of foreign unfair trade 

practice now being experienced which are not clearly ad­

dressed under current U.S. unfair trade practice laws. 

For instance, it should be made absolutely clear 

in our trade laws that U.S. companies are entitled to obtain 

relief from the ill effects of past foreign government ac­

tions and policies which continue to have a detrimental 

effect on the current trade patterns of U.S. companies. It 

should also be made clear that foreign government tolerance 

of an industry cartel is actionable under Section 301 of the 

Trade Act of 1974. 

Furthermore, the Congress should enact legislation 

to permit domestic firms injured by foreign unfair trade 

practices to receive damages from their competitors in much 

the same way that antitrust damages are paid by the anti­

trust law violator to the injured party. At present, dump­

ing and countervailing duties are paid directly to the 

United States Government. 

In the early 1970s the U.S. industry was success­

ful in proving that Japanese companies were dumping color 

television sets in the United States, but by the time duties 

were imposed to counter this predatory practice, the U.S. 

industry had already suffered irreversible damage and was 

eventually driven from color television production in this 

country. This was despite the fact that the dumping duties 

in this case were among the largest ever assessed. 
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The television case is illustrative of the fre­

quent ineffectiveness of the duties imposed under our trade 

laws. It also demonstrates the need to ensure that actions 

to counter foreign unfair trade practices are carried 

through rapidly enough to provide timely relief to the 

effected U.S. industry. In the semiconductor industry, for 

instance, products have life cycles of as little as four 

years. As a result, in the two years between the recogni­

tion that unfair trade practices are occurring and the time 

that counter-actions are taken, the market for the product 

may well have become inconsequential. Changes to this as­

pect of U.S. law may require not only U.S., but interna-

tional attention possibly during the upcoming round of 

GATT negotiations. 

Finally, the U.S. Government should consider the 

competitive disadvantage imposed on U.S. information tech­

nology industries by our current system for the administra­

tion and enforcement of our export control laws. The cur­

rent situation creates significant trade problems for U.S. 

exporters' long-time customers in friendly western coun­

tries. They find it very difficult to understand why we 

request such thorough documentation and audits when their 

other western suppliers do not. Furthermore, our competi­

tors from our COCOM allies point out that U.S. companies are 

put at a competitive disadvantage by extraterritorial appli­

cation of U.S. export control laws. It is far easier to do 

business with our COCOM allies who are restricted only by 
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multilateral agreements. It is a matter of utmost urgency 

that we develop regulations that will allow us to do busi­

ness on the same basis as our western competitors. 

Tax Law is Trade Law 

A growing number of Members of Congress are now 

recognizing that because U.S. tax policy has a very .signifi­

cant impact on the global competitiveness of U.S. companies, 

it too must be considered a form of trade law. Our tax 

system is "de facto" industrial policy, and at present it is 

encouraging the wrong types of U.S. industrial development. 

Borrowing is encouraged at the expense of saving, thus main­

taining a higher U.S. cost of capital. At the same time, 

the highest effective tax rate is applied to the sector of 

our economy most affected by competition from abroad -­

manufacturing. 

The U.S. Government recognizes that tax reform is 

necessary. What is critically needed to make that reform 

effective from a trade and competitiveness perspective is to 

make a fundamental shift from a consumption-based tax system 

toward a savings-based tax system. Savings and investment 

are the lifeblood of our economy, and in particular of the 

information technology industries. Research and develop­

ment, capital formation, and the prudent use of capital 

determine productivity growth, and ultimately, the standard 

of living of our citizens. 

Our tax laws should reflect this fundamental fact. 

Yet the Treasury II tax proposal contains some provisions 
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which are absolutely antithetical to the key issue of en­

hancing U.S. industrial competitiveness in information tech­

nology. Most seriously, the proposal would force U.S. in-

~ formation technology firms to depreciate their capital 

equipment at a very slow rate which is totally unrelated to 

the actual useful life of the equipment involved. Semi­

conductor manufacturing equipment, for instance, has a use­

ful life of about four years and yet is classified in the 

same depreciation category as capital goods which have use­

ful lives of twice that duration. 

But of even greater concern to our industry is the 

Ways and Means Committee tax proposal which would impose a 

20% penalty tax for R&D while cutting the R&D credit. Under 

this proposal, a semiconductor company which incurs a $100 

million financial loss, but which performed $250 million in 

R&D during the year in which it experienced the loss (a 

realistic ratio for many semiconductor companies this year) 

would end up paying U.S. taxes. 

These international competitiveness issues cannot 

be ignored (as they apparently were in the case of the Trea­

sury II and Ways and Means tax proposals) in the preparation 

of our revised tax laws. To do so would risk completely 

offsetting the efforts being made in other areas of U.S. 

trade policy to revitalize U.S. industry's competitive 

strength on world markets. 
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Reexamine U.S. Antitrust Law 

Finally, it is becoming apparent that the U.S. 

antitrust laws enacted around the turn of the century are 

~ based on an economic model which takes no account of inter­

national trade. Last year, the Congress wisely amended the 

antitrust laws to promote the creation of joint R&D ventures 

between U.S. companies. This law has already been widely 

utilized. Forty-five groups have already established or are 

now forming such ventures, including ten joint ventures in 

the electronics industry. It can be expected that the bene-

fits of joint R&D will soon begin to be reflected in the 

marketplace. 

SIA believes, however, that it is time to review 

our antitrust laws to consider possible ways in which they 

can be modified to reflect the new reality of a global mar­

ketplace and to improve the international competitive posi­

tion of U.S. companies. We believe this can be accomplished 

without ~sacrificing the protection from anticompetitive 

behavior provided by the antitrust laws. 

There are two areas of U.S. antitrust law which 

are most in need of review. One is the application of U.S. 

law to anticompetitive actions which take place outside of 

the United States. Where injury is done to U.S. companies 

by foreign actions or a foreign industry structure which 

would violate U.S. antitrust law, there should be some re­

course under U.S. law. The other area to which consider-
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ation should be given is the possibility of permitting some 

joint manufacturing programs in the United States. 

SIA will be conducting such a review during the 

_ coming months, and will hope to have the opportunity to work 

with the Congress in this process. 

A Comprehensive U.S. Trade Policy 

Out of these basic elements, the United States 

must formulate a comprehensive and effective trade policy. 

Each of the elements is critically important, but only if 

they are seen as parts of a whole will the overall policy be 

able to achieve its full potential. Our industry supports 

the conclusion of the President's Council on Industrial 

Competitiveness that the formation of such a trade policy 

must become a national priority. We also endorse the recent 

decision by the Administration to create a strike force on 

international trade issues under the leadership of Secretary 

of Commerce, Baldrige. 

Only by taking that action can we avoid irrevoca­

ble damage to U.S. information technology industries in the 

short term and move onward to develop and implement the 

programs necessary to accelerate the growth of the informa­

tion technology industries in the United States. SIA is 

anxious to work with you to develop concrete policy propos­

als, along the lines of those I have presented here today, 

which can form the basis which will permit us to proceed 

with our long term economic growth. 
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III. THE SEMICONDUCTOR TRADE SITUATION 

I would like to turn now from broad policy issues 

and spend a few minutes reviewing the current status of 

international trade in the semiconductor industry. The 

concerns I have expressed regarding the danger of severe 

damage to our industry from unfair foreign competition are 

not at all academic. 

In DRAMs dynamic random-access memories 

Japanese companies now have 70 percent of the world market 

and it appears they will capture virtually the entire re­

mainder by the end of the decade. In SRAMs -- static ran­

dom-access memories -- they now have 80 percent of the world 

market. And in EPROMs -- erasable programmable read-only 

memories -- they have more than 50 percent and have their 

sights set on the remainder. 

These three product lines are the technology driv­

ers -- the high ground, so to speak, in an undeclared trade 

war. We cannot let our competitors capture all of the high 

ground or the war will be lost before the American people 

even know we were in it. 

As you know from the testimony given before this 

committee on this subject on August 6, 1985 by Charles 

Sporck, President of National Semiconductor Corporation and 

George Scalise, Chief Administrative Officer of my company, 

the Semiconductor Industry Association is actively pursuing 

a trade case under Section 301 of the Trade Act of 1974. In 

that case, the U.S. semiconductor industry seeks to obtain 
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full participation in the Japanese semiconductor market 

(which has been denied to them by the actions of the Japa­

nese government) and an end to semiconductor dumping by 

~ Japanese companies in the U.S. market. In addition, active 

investigations of the Japanese semiconductor industry are 

underway on two dumping charges, one private antitrust case, 

and one Justice Department antitrust investigation. The 

most recent of these is an antidumping petition filed on 

September 30, 1985 by my company along with Intel Corpora­

tion and National Semiconductor Corporation against Japanese 

manufacturers of EPROMs. 

Clearly, the semiconductor trade situation which 

you are examining today has exploded into confrontation on a 

wide number of fronts. I firmly believe that there must be 

a better way to address the issues which have led to this 

confrontation. In fact, SIA and its member companies have 

strongly supported the efforts of the U.S. Government over 

the past fifteen years to resolve the trade issues raised in 

the semiconductor industry by unfair Japanese practices. 

Unfortunately, these negotiated efforts have resulted in a 

number of agreements which have either been actively under­

mined or simply not carried out by the Government of Japan. 

practices. 

I hold here a volume in which we document these 

* 

They include evidence of: 

The implementation by the Government 
of Japan of "liberalization coun­
termeasures" which offset the 
benefits to U.S. companies of the 
elimination of Japan's semiconduc-
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tor quotas and investment restric­
tions; 

* Government of Japan financial assist­
ance to its semiconductor industry 
since 1974; and 

* Government of Japan "elevation pro­
grams" for its semiconductor in­
dustry ' which include very detailed 
technical targets set by the gov­
ernment for the development of new 
semiconductor products. 

As you can see, this documentation is quite thorough. 

Because other approaches have not resulted in the 

elimination of the ill effects caused by these practices, 

SIA and individual U.S. semiconductor firms, including my 

own, have found it necessary to bring formal trade cases. 

Through this process, we hope to bring about the prompt 

resolution of the semiconductor trade issues which have 

remained unsolved for so many years. 

What we do not wish is to have our trade petitions 

distract the U.S. Government from the fundamental require­

ment that it represent the overall interests of U.S. com-

merce in resolving trade problems. I saw a news item in the 

Washington Post on October 1, 1985 in which it was reported 

that Houdaille Industries will cease to manufacture machine 

tools. This article was particularly relevant to our sub­

ject today, because in 1982 Houdaille brought a trade case 
\ 

seeking relief from allegedly subsidized and cartelized 

imports from Japan. Houdaille raised many serious compe­

tition questions which were never satisfactorily resolved, 

but eventually the relief was denied by the U.S. - Government. 
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The result is that U.S. users of machine tools are now 

largely reliant on Japanese suppliers. This raises serious 

questions concerning the possibility that Japanese machine 

tool users will receive first priority when new products are 

brought out or when shortages occur. 

I do not wish to read in the newspapers in a few 

years that the last American manufacturer of semiconductor 

devices is going out of business. Nor do our customers wish 

to read that news. Certainly, the parallel is not absolute. 

U.S. semiconductor companies have a stronger case than did 

Houdaille. Moreover, what we seek is access to the Japanese 

semiconductor market and an end to Japanese semiconductor 

dumping in our market. But in both situations -­

Houdaille's and ours -- a U.S. industry has found itself 

competing with a heavily concentrated Japanese industry 

targeted for growth by the Japanese government. 

There is also no reason I should have to read such 

an article. The SIA 301 case and our dumping petition pro­

vide overwhelming evidence of the unfair trade practices in 

which the Japanese government and Japanese semiconductor 

manufacturers have engaged. With regard to the market ac­

cess issue, the U.S. Government has already concluded, in a 

1983 submission to the U.S.-Japan High Technology Working 

Group, that U.S. semiconductor companies were not being 

permitted to achieve full participation in the Japanese 

marketplace. What is necessary is that the U.S. Government 

continue to focus on the fundamental trade problems which 
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cause a case to be brought even after a case is initiated 

and then work to resolve those problems. An excessively 

legalistic approach to trade problems is not in the best 

interest of either our nation or of any of this nation's 

trading partners. 

The semiconductor trade cases embody virtually 

every element of the Administration's current trade policy. 

We seek market access which has been denied to us by the 

actions of a foreign government, and we seek the enforcement 

of U.S. unfair trade practice laws. It is the intention of 

SIA that these trade cases combined with a new U.S. trade 

policy will finally make possible the permanent solution to 

our international trade problems with Japan and enable us to 

concentrate on the future development of our industry in­

cluding healthy, fair competition with Japanese semiconduc­

tor manufacturers. 

By the end of this decade we can either have a 

Super Bowl between champions in information technology with 

the benefits going to all mankind ... or we can have a 

contest between the Christians and the lions. The U.S. 

Government can ensure that it is the former. 

Mr. Chairman, I would request that the SIA docu­

mentation of Japanese unfair trade practices in the semi­

conductor industry "Japanese Protection and Promotion of the 

Semiconductor Industry" be entered into the record of this 

hearing. In conclusion, Mr. Chairman, I would like to com­

plement you and this Committee for your attention to these 
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issues of great importance to the United States, and thank 

you for the opportunity to appear before you today. 
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CXNI'ACTS: Ccllrad Hausman (202) 466-4646 or Sheila Sandow (408) 246-1181 

'lhursday , Oct. 10 -- 'Ihe head of a major U .s. semioonductor firm 

said, in test.inaly before the Joint Ecn'lanic O;mn:i. ttee tDday, that unless 

the U.S. govemrrent acts quickly to foDTILllate a new trade :p::,licy, other nations 

will USU%p the U.S. lead in the sanicanductor and other infonration 

t:.ed'n:)logy industries. 

W .J. Sanders III, testifying on behalf of the Semioonductor Industry 

Association, presented the essential elerrents of a new U.S. trade :p::,licy 

designed to assure that the U.S. retains its '-'Orld leadership role in the 

infonnatioo t:.ed'n:)logy industries, all of whid'l rely heavily on the use of 

advanced sernicxriductor products. 

Sanders is chainnan, president, and chief eJ<ecutive officer of 

Advanced Micro Devices and also is a neni::>er of the ooard. of directors of the 

Semioondu:tor Industry Associatim. He said the new trade :p::,licy should: 

o revise existing U.S. trade laws to permit nore tirrely and effective 

solutions and to provide for paynent of damages to parties injured by \.J'lfair 

trade practices 

o understand that cbmastic tax :p::,licy is also trade law, and it must 

be dlanged to enoourage i..noc>vatian, investrcent, and growth 

o oonsider the inpact of U.S. anti~ laws an intematimal. trade 

o vigorously enfo~ existing trade laws 

o end the overvaluatirn. of the dollar 

o eliminate foreign barriers to inp:>rts 



Page 2 

'lbe u.s. goveD'llrel1t must take imrediate acti.al "to ensure that 

Arrerica remains first in infoIInatial technologies,• Mr. sanders told the 

JEC. "'Ihese industries are essential to our natiooal security, to our 

:~t eooroni.c well-being, and to our cx:ntinued ecalClfiic growth ••• the 

.. infomation t.ecrux>logies are quite sinply the oo.re industries of the next 

industrial era. " 

Mr. Sanders told the a:mnittee that the SIA is seeking access to the 

Japanese semicx:ndu::tor marlcet and p.reventioo of Japanese "dulping" of 

semio::mductors in the U.S. market thro\Xjl its trade case bro\Xjlt Jme 14 

under Sectioo 301 of the Trade Act of 1914. In additioo, ~ver, a basic 

restructuring of U.S. trade law is :required to provide a pennanent solution 

to the problems, he said. 

The semioonct.ci:.or industcy would be particularly affected by changes 

in trade policy because it relies an intematianal markets for 30% of its 

sales and because inport carpetitico is increasing so rapidly. 

Highlights of Mr. Sanders testinony: 

Trade Law Fefonn 

-u.s. trade laws smuld allow U.S. firms to get relief fran past 

foreign <J=>vemnent acticns and i;x,licies which hurt their currc_nt trading fOSi tions. 

--congress sh:>uld oonsider pennitting cbrestic fims injured by 

foreign mfair trade practices to oollect damages themselves, instead of having 

fines paid to the federal <J=>vemrent. 

--unfair trade rulings soould be: s.wi.ft enough to provide relief to 

the affected LS. industry. 

Tax Law Refcnn 

'llle current tax system enoourages the wroog types of industrial 

develq:rrent, Mr. Sanders said. 'lbe U.S. must rtake a "fundarrental shift fran 

a consurption-based tax system to a savings-based tax system" to provide resources 
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for research and developrent in the infonnatial technology industries. 

Mr. Sanders criticized tax refoz:rn prqx::,sals involving depreciaticn 

schedules and research and develcptent invest:rrents as "antithetical to the 

-::key issue of enhancing u. S. industrial oarpeti ti veness in · infonnatim technology." 

Anti trust Law 

'!he U.S. govemrcent should amsider m:xiifying U.S. antitrust laws to 

reflect the "new reality of the global maz:ketplaoe" by revising their applicatim 

to antia:rrpetitive actions outside the U.S. and to joint manufacturing 

programs inside the U.S. 

Enforce Trade Laws 

While existing laws fall srort of what is needed, they sh:::mld be 

vig::>Iously enforced "if U.S. a:rrpanies are to avoid the perhaps terminal 

injw:y whic:h can result frc:m foreign govenment subsidies, durrping of foreign 

products in the U.S. rnai:ket, and foreign barriers to acx::ess to their rrarkets," 

Mr. Sanders said. 

OVervaluation of the Ibllar 

A "ooncerted g:>vemrrent action to realign exchange rates at a rrore 
realistic level is essential to put a halt to the devastation of key Arrerican 
industries caused by overvaluaticn of the oollar," Sanders said. To accarplish 
this, the U.S. must reduce the federal budget deficit and lower interest rates, 
and Japan must enoourage a higher level of individual c:ansurrptian. 

Eliminate Foreign Inp:>rt Barriers 

li.S. firms rely on exports for volure production of new products as 
the only way to rea::>up huge R & D oosts. The U.S. g:>vernnent must address 
i.ITµ>rt barriers whic:h take many fonrs: qwtas, tarrifs, investrrent restrictions, 
cust.crns delays, gcvernrrent encouragenent of certain rrarket structures , and 
a buy national attitUJC. 

Sanders told the JEC that what is needed is a "perrranent solution to 
our intematicnal trade problems with Japm1 (that will) enable us to o::mcentrate 
en the future develoµrent of the industry, inaltrling healthy, fair ccrrpetitim 
with Japanese semicaiductor manufactw:ers. " 

(The hearings begin at 10 a.rn. in roan 138 of the Dirksen Senate Office Bldg.) 

tHH 
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Honorable Clayton B. Yeutter 
U.S. Trade Representative 
Office of U.S. Trade 
600 17th Street, N.W. 
Washington, DC 20506 

Dear Ambassador Yeutter: 

., 

ilnittd ~tarts ~matt 
COMMITTEE ON APPROPRIATIONS 

WASHINGTON, DC 20510 

S~ptember 26, 1985 

We would like to call your attention to an important trade 
issue involving the American semiconductor industry. This issue 
not only affects our nation's trading position, but is also of 
particular concern to the people of Arizona • 

. American semiconductor products are highly competitive 
worldwide, as evidenced by the industry's 83 percent share of 
the domestic . semiconductor market, 55 percent market share in 
Europe, and about 50 percent of the mark~t in the rest of the 
world. Yet the market share obtained in Japan by U.S 
semiconductor manufacturers has been held to just 10 percent for 
over a decade, and it has been estimated that up to 27,000 
American jobs in the semiconductor industry have been lost as a 
result. 

The Semiconductor Industry Association (SIA) has filed a 
petition with your office under Section 301 of the Trade and 
Tariff Act of 1984. This petition requests the United States 
government to take steps necessary to eliminate the unfair trade 
practices which have been enacted and condoned by the Japanese 
government. We strongly believe that this petition, in calling 
for access to the Japanese market but not limits on 
semiconductor imports, offer~ a responsible solution to thisr 
problem. Fair access to the Japanese · semiconductor market is 
essential i£ the U.S. semiconductor industry is to remain 
competitive. 
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; ·The Hon:rable Clayton B. Yeutter 
Page Two 
September 26, 1985 

We ask that you attach a high priority to achieving the 
liberalization of Japanese markets for America's semiconductor 
producers and that you process, as quickly as possible, the 
Section 301 case which has been filed by the Semiconductor 
Industry Association in order to rectify the current adverse 
semiconductor trade relationship between the United States and 
Japan. Working together, we are confident that our nations' 
trade differences can be settled equitably and amiably. 

Sincerely, 

DDC/mho 
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Scr .1 :pps ,Boward i\ews Service 
?ele2 Sf: c.a te: 10-3-85 
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~q~ JAPA~~S~-A~ERICA~ MIC~OC~IF WA~ 

If tre White Hnuse is serious 2"bo'Jt c:emar,dir. 6 "fair a11d free" 
trade practices among nations, a goor:.. fJlece to stc>rt wo1 i ld he tr:t: 
s e :--: i c o n d u c t o r CTJ 2. r 1.r e t . 

After havir~ 1riven ~nst ;mericar cr~pani~S out of the consuTEr 
e 1 P c t r o n i c s bu s i n es s ( r a c.. i o s , t e 1 P v 1 s i o r. s c. n d t h e 1 i k- ~ ) , J 2. Pc n h a s 
mnved strongly irtn tne maruiact~re nf se~icnnductnrs, the micrnchi~ 
me~orv ban~s ~sed in co~nuters . 

~his is a field ir w&ic~ t~e ~rited Stat~s has te~n the ~rr:a 
leader in research , develo~r7ent 2~~ prnducti~n. U. S. fir~s still 
dn~irate the mar~ot in most C"untries, ~ut fear that unfair Japanese 
trcde ~olici 0 s co11ld inflict severe in_iur.r on ther7 within e few years. 

~he ~rctlem ts twn-!nld: t~e irabi!ity of Americar mar~facturers t0 
DE~etr2te t~e Jep2nese ~2r~et to eny si~~i~icar.t e~t 0 ~t: ~, d 
"'precatory'' JJricin 6 practices by .Jap2!:ese firms in thP C • .3. !77arv.et . 

r:-· r e o t h e r d. 2 y , t t r e e .~ m e r i c 2 1 s em i c o 11 du c t o r m 2 n l~ f a c t u r e r s i ' i l e d a 
co~plairt wit~ the U. S. Irterratinnal ~racte Cn~mission cl2imin~ tnat 
Japar.ese fir~s 2re selling one t;pe of se~iconductor here at $4 eacr 
,,r 0 n it costs tre"l rr0::e tr:ar $F. to ma}{e the devices. 

In arnther cnmplaint filed last .June, thE Se~iconductor Industry 
Association cs~ed tte ~eagan 2d~inistr2tion to !orcP J2par tn disrrantle 
b2rriers that keeµ Arnericar - rn2~e se~icn~~uct0rs largely nut nf the 
: e u c n e s e rn a r ~r P t . 

:a~ar ~rntests that it has re~nved. quntas and. nther official 
restrictions 01 U.S. rnicrochi~s. Put it is obvious that the ?OVern~ent 
ard :aparese fir~s are still cnlludi~~ behind tne scenes t0 ~ee~ 
Arneric2n-mcd.e chips out of that co untry. 

· Americ2n firrns alsn assert tha! the Japanese gnverrrnert subsidizes 
:apanese companies in a variety of i1direct ways , permitting the m to 
sell se~ic0n~uct0rs in t~e U.S. market at below cnst. 

In additi01 to t~e d.arna~e ttat :2.pan's u1f2i:: practices could. 
inflict nr ~he ~.S. semicn~duct~r ir ~ustry ( 12~,~00 e ~~!nyees a~d $12 
bil:i on wart~ of sales cnnually). ttere coul d be national sec u rity 
i~p: i c2ti0rs . ~ith r ut dnmestic sup~liers, the ~nited Stat~s coula te 
fo::cer to buy ~icrochi~s frarn Ja~a~ far com~uters used in a wi~E ran~e 
of ~i!itary eQuip~ent. 

~~E~ F~es: ~e~ t ~e6~2J ~Eets !ate r : t is rn 0~t h wit h J2u2 ~ese F~i~E 
~i~ister vasLhirn ~a~asnre, he wil! have a c~a~ce tr press the case fnr 
''+' . M -C' ,,, • rJ . • , t- 77 ' ' _a1r en ~ . ree . ra ~e 1n se~1co1ruc.n::s as we __ as ot~er proa ucts. 

-::, e t ' s n o p e h e s '1 c c '? e c s . I : ? '=' a ,, 2 r ± 2 i : s , C r. n 6 re s s 5 w a i t i n &, i n t h e 
w i n P s to b 2 s ~ J 2 pa "l 2 n r_ o tr er co\~:: t :- '? s 'II it h "pro t e c t or. i s t " rr1 ea sure s 
t~e p resi~e~t npp nses ar~ wiic~ cn u: ~0 disruptive tr wor ld trade. 

",;_: ,. ~ 
._ ·- . 'i -..I 

' . 
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MotorofuSemicoril°f 
To Lay Off 1,500 Semicon Finns Cut Back Despite Turnaround Forecasts 
,,.,...01, ~oo TYJ'orkers .. ·. SANTA CLARA, Calif. - Signs of a turnaround in the fou r th postponing lhe start of the 19J6 Dec . 23, ~4. 25, 26, and 27 wi ll be 
.L 4 11 W 4 be f · d business year to Jan . 6 . Counting com bi ned with two days of forced 

quarter are nowhere to be seen as a mun r O semicon uctor the two 1986 dates, total shutdown but pa;d vacat ion Dec . 3~ and J i . 
companies here have instituted a new round of austenty davs since February will total 41 . The closing v. ill affect all U .S. By STUART ZIPPER · . 

PHOENIX . - Motorola · 
Semiconductor will slash 1,500 to 
1,700 workers · from its payroll 
over the next few weeks, and has 
cut the salaries of all workers for 
the next 6 months. .. . . . 

measures to finish out the year• The company has also laid off employes except for some sa l,·s 
National Semiconductor and ceeding quarters if conditions 1,300 employes worldwide in offices. a n In:el s pok cs .. ,011100 

Intel opened the final period by don't improve . " Pay cuts will response to the slump 11nd another said . Intel will alsc· al!o·.,· en .• 
extending planned Christmas range irom 4 lo 8 per cent. with 1.000 in ilialaysia after closing an ployes to wit11draw rno11t·y f, c·, : 
shutdowns, , and Hyundai Elec- higher-salaried employes taking assembly plant there . the comp;,r.y re tirement pbi. c; ;• 
tronics America laid off 100 of its th~ biggest cuts . Nalional's employes·will be of• lo U,e a1:1 ou,,, tc.ey would h:i,· c 
workers, apparently hailing vol- Intel and National both schcd- fercd the tradit ional choice of made duri 11g U1c shut,imrn 
ume production in tl1e U .S. uled new shutdowns around the us ing the shutdowns as vacations, Hyund:li !;iiJ off the JOO em-

In addition, Intel will cut pay up Christmas holidays amounting lo borrowmg fro
1 
m fu

1
tureCva

1
_c
10

artn10
1
_na ployes :it ,LE :i-iHch line here. lc:iv-

to s per cent for all U .S . workers, 7 days at National and G at Intel. days , or app yu1g or a I ino the com:,,,nv o::!v a :;-inch !ab 
a move slated to last through the National's closings , affecting a!l \\orkShare: . b • • • 

end of the fourth quarter. An Intel 8,00U Santa Clara employes and an · A National spokeswoman said and assemLiv line in lchcn, South 

The cuts, which come on top of 
the 5,000-person_reduction in staff · 
that has taken'place since last 
la!I, will include 700 to 900 people 
from tbe~l.3 , 000-member 
workforce at headquarters here, 
150 to 200 from staff in Austin, 
T~x., where total employment 
will now fall below 5,000 and 
at.out 500 to 600 from Europe and 
Asia . Worldwide employment 

spokeswoman said, however , that indeterminate number of other no additional layoffs were planned Korc:i, whc·!'C the company 
J lhe company "certainly hadn't U .S. employes, will be De~ . 23, for the current quarter. produces ::-;:-.10.;; and C~IOS RAi\l 
ruled out similar actions in suc- 26,Tl,30,and31,andJan . 2 and3 , Intel un aid shutdown days 0f and EpROMs. 

wil! ther, s:and at about 37 ,000. 
Meanwhile, a ll U.S. employes 

were handed what was billed as a 
"temporary graduated salary 
r e duction " in which most 
workers ' pay will be cut between 
5 and 10 per cent until March 31. 
In son, e cases the cuts will be 
much higher, in others lower , a 
spokesman said. 

• 'The more vou make the more 
you get reduced," the company 
spokcs :1:a:1 said, dccliJ:ing to 
rc,·eal the pay cut for the hig~est 
r~n king cxtcutivC;s , bu t in• 
dic:,ting it is a higher percentage 
thsn most workers will fa ce. 

'!'here was, though, some good 
news for those 11'.otorola work ~rs 
who r,a,·e t;cer, on a sh~rr work­
week ;,rogra:n undet the Arizona 
state ··share tbc work ' ' program. 
Th.:.t r,ro~ra m sav; most wn:-!~~rs 
Iese ,~n\"\\·:1e:-e ! rem ~ d.·.n: a 
:-r.0nLh tO 1 or 2 C:1:-·s a wcc1: of 
,i;c,rk . wi!h the stalt pa; ing them 
.1 :-elatively s r1;1!; unerr:~•loyment 
be!'!efit for the :ost days. 

~iotoroia r:ad estiEiated that 
the pr .~grari1 eGual! ed as many as 
2.000 l.:yoffs , but now has decided 
that " the tem ;iorary saiary· 
reduc:ion program would be 
rr.on· dficient'' in reduci ng costs, 
spvi.csmen said. The share-lhe­
wcrk program, the company 
sa id, has rcsu!ted in so:ne areas 
be ing chronic~;iy short-staffe<:!, 
br inging down production eff i­
ci t: :1 r: ; ai~o c,u~pu t. ··we :ire get-
tir,~ our elfi2:er. i:,': up" ~y swit­
(:h1r.i.; f:-.... -n rr ston w0rk. ,·,eek to a 

1

1 
pa:; tut, the sp,.:,~~esma:i said. 

Th e c om p3 ny said that t 

~i thou6h some work~,s will be ! 
lc.1d off, it is a!~cmpting lo find 
eoo:ii;h po:;ts vsc3ted by early 
re tirement programs , attrition, 
ar.d transfer,:; to minim:ze the 
n:imber o!' pink slips handed out. 

~I otorola said it has not yet 
t.1bulated txacUy how many 
emp:oyes ha ve e lected to take 
earl y retirement, a lthough re­
qce;,,r, were to have been in by 1 
lest week. Preliminary estimates 
ace that about 400 to 500 of the 700 
to 900 workers to be cut in 
Phoenix can be eliminated 
through the early retirement pco­
gram, the spokesman said . The 
rest of the jobs are to be cut 
through attrition and som e 
t ran sf ers , plus voluntary 
furloug~s with added benefits, 
and finally through layoffs. 

In Europe a voluntary termina­
ticn program. again with better 
benefits as an inducement, is be­
ing ofiered in hopes of minimiz­
i~g the number o! work~rs fired , 
~loturo!a said . 

Unlike the earlier moves, 
whic h v:cre attributed purely to 
the depressed semiconductor 
market, the la test decisior. to cut 
staf! was also described as a 
strcr!mtn~~g . and positioning 
1'!: :-1 r. cu\"er ~ri hopes of petting 
r ea~y ;er an ur :~n in the in• 

I -
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