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JAPANESE BEEF QUOTAS

MONDAY, APRIL 2, 1984

U.8. SENATE,
CoMMITTEE ON FINANCE,
Washington, DC.

The committee met, gursuant to notice, at 9:34 a.m. in room SD-
215, Dirksen Senate Office Building, the Honorable John C. Dan-
forth presiding.

Present: Senators Danforth, Long, Bentsen, and Baucus,

[The press release announcing the hearing; prepared statements
of Senators Dole, Baucus, and Boren; and background information
on the status of United States-Japan beef discugsions follow:]

(Press Roloase No. 84-128)

SUBCOMMITTEE ON INTERNATIONAL TRADE SET8 HEARING ON JAPANESE BEEF QUOTAS

Senator John C. Danforth (R., Mo.), Chairman of the Subcommittee on Interna-
tional Trade of the Committee on Finance, announced today the subcommittee will
conduct a hearing on Monday, April 2, 1954, regarding the status of negotiations of
a new agreement on Japanese import quotas for high quality beef,

Of?ihe gelalx('li‘ng will commence at 9:30 a.m. in Room SD-215 of the Dirksen Senate
ce Building.

In announcfn the hearing, Senator Danforth noted that the current agreement

th Japan on Japanese imports of hlfh quality beef expires on March 31, 1984, The
subcommittee wishes to receive testimony on the status of the negotiations and
review the effects of the Japanese quotas on U.S. beef producers.

STATEMENT OF SENATOR DOLE ON JAPANESE BEEF QUOTAS

We have been hearlng a lot lately about the U.8. trade deficit, which is runnlng_
at an annual rate of $120 billion. Japan accounted last year for nearly one-third o
our entire deflcit, Yet we are here today to review a Japanese beef quotd which se-
verely restricts our access to the Japanese beef market.

What are we to make of Japan’s policy? Aside from their negative effect on our
bilateral trade relationship, Jagg:ese beef quotas mean that Japanese cosnsumers
must ray exorbitant prices for beef. We are told this is necessary to protect the po-
itically powerful agricultural sector in Japan and insure that Japan does not
become too dependent on im .

I do not understand why the United States is expected to cope with the political
pressures generated by workers who lose their {obs foreign imports while the Jap-
ane&e Government caters to the political sensitivities of its inefficient agreicultural
sector.

I also do not understand wh{ Jagan can restrict food imports to protect its self-
sufficiency and natfonal security while we become increasingly dependent on Japa-
nese }znpom where our own self-sufficiency is arguably important to our national
security.

Japa"t’tm arguments about the existence of American beef quotas and other
import restrictions miss an important foinb—-the United States had a bilateral
trade deficit with Japan of almost $20 billion in 1988, and Japan should be doing a
lot more to (g)en its market. To argue that removing beef quotas couldn’t help the
bilateral trade deficit very much is to underestimate the symbolic importance of

a)
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" this issue, and the potential Japanese demand for beef if Japanese consumers are
permitted a free choice, .
Time is running out for U.S. moderation.

STATEMENT BY SENATOR MAX BAucus, SUBCOMMITTEE ON INTERNATIONAL TRADE,
FiNANCE COMMITTEE

Thank you, Mr. Chairman,

I commend ¥ou for holding these hearings. They give us an opportunity to explore
an important issue at a critical time,

Just two days ago, the U.S.-Japanese agreement on Japanese beef imports ex-
pired. Despite seemingly endless rounds of bilateral talks, and the best efforts of our
negotiators, the Japanese have repeatedly failed to offer more than token increases
in their beef import quota.

Rather than accept these token increases just for the sake of having an agree-
ment, our negotiators stood their ground.

GENERAL BACKGROUND

i'ﬁl:?l Japanese beef issue is an important symbol of a greater problem we have
w apan. :
Last year the U.S. trade deficit with Japan was an astonishing $19.8 billion. Ana-
lysts agree that a major factor contributing to this deficit was the high value of the
ollar. But there are other important factors as well,
.. One way Japan has achieved this significant trade advantage over the United
States has been by maintaining a system of quotas, tariffs, and other barriers to
imports of American products.
he Office of the U.S. Trade Representative has noted that:
A widespread perception persists among Japan’s trading partners . . . and not in-
correctly, that the Japanese market remains relatively less open to foreign suppliers
when compared to accesa for Japanese goods and services to their markets.

JAPANESE BEEF IMPORT BARRIERS

Some of the most imposing barriers block imports of one of America’s most com-
petitive products: beef. These barriers take two fgeneral forms.

The most straightforward barrier is the beef quota system. All beef imports are
subject to this system. Designed to protect the Japanese cattle industry, the quota
now permits only 30,800 tons of high quality beef imports per year. America is the
world's leading producer of high quality beef, and our exports to Japan under this
quota represent the equivalent of one good ten ounce American steak, per year, for
each Japanese consumer.

The second barrier is a web of additional tariff and nontariff restrictions, Besides
the quota, our high quallty beef is aubflect to a 26-percent tariff, an artificial pricing
system, procurement by an exclusive mportin%‘agent, and a web of complex licens-
ing requirements. By the time our steak hits the Japanese retail market, the same

und of boneless American sirloin that costs a Montana consumer $8.50 costs a

apanese consumer $14.16, ‘

'THE UNITED STATES-JAPANESE BEEN AGREEMENT

During the Tokyo round of multilateral trade negotiations that concluded in 1979,
the United States and Japan signed a 5-year bilateral agreement with specific provi-
sions governing our high-quallty beef exports to Japan. Under this agreement,
Japan agreed to gradually increase the q]uota for high quality beef from about
16,000 tons to 80,000 tons. Japan further pledged to negotiate “on ways to further
expand the importation of high quality beef in 1984 and thereafter to the mutual
benefit of both countries.”

In return, the United States agreed not to invoke remedies under United States
and international trade laws. ‘

This bilateral agreement was hailed by both sides as fair and as a good step to-
wards a more mature United States-Japan trade relationship.

Talks designed to replace this agreement with a more liberal agreement began in
earnest several years ago. The negotiations proceeded slowlgy, and our concessions
were not met by equal ones from the Japanese. By mid-1988, it became apparent
that the Japanese needed special prodding if the impasse was to be broken.
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THE S8ENATE'S CONCERN

The Senate already has indicated its concern about these issues.

On July 14, 1983, 1 and 51 other Senators sent a letter to Japanese Prime Minis-
ter Nakasone. This letter said that Japan’s barriers to imports of U.S. beef remain
one of our most important bilateral issues. It concluded by asking the Japanese to
Join us, in the spirit of free trade, “in reaching a new agreement liberalizing the
treatment of American beef.”

And on October 81, 1983, we approved by a vote of 92 to 6, my resolution express-
ing the sense of the Senate that “the U.8. negotiators should insist that Japan dis-
mantle all nontariff barriers to imports of beef’ and that “if negotiations do not
result in satisfactory progress toward the dismantling of all nontariff barriers the
U.8. trade representatives should seek appropriate relief under United States and
international trade law.”

Despite passage of that resolution, Japan's negotiators refused to offer reasonable
concessions.

A question of fairness

Mr. Chairman, our negotiators have been tireless in their efforts to negotiate a
mutually acceptable agreement. But they have refused to capitulate just for the
sake of reaching an agreement.

I commend our negotiatiors for standing up for America’s trade rights, We must
convince the Japanese that trade must be a two-way street.

We accord near free access to the ﬁoods Jaﬁan produces competitively, but they
continue to resist our efforts to open their markets t6 our competitive prod'ucta.

The Japanese claim they have the lowest tariffs of any industrialized country in
the world. On average, they are correct. But their low tariffs are applicable to goods
the{ already produce competitively. For other goods—agricultural products, certain
high tech communications and computer equipment, satellites, forest products
etc.—~the Japanese have erected and maintained an array of tariff and non-tariff
barriers that are all but impenectrable.

The Japanese further e(\:‘gue that since they already are the major importer of
American agricultural products, we should let them choose whatever mix of prod-
ucts they prefer. I wonder what their response would be if we requested the right to
choose which manufactured goods we would prefer to import from Japan.

Mr. Chairman, we are not asking the Japanese for any special treatment. We only
ask that they glve us the same degree of market access for our competitive products
that we give them for the theirs.

Benefits to Japan

Mr. Chairman, I do not want to leave the impression that my efforts are one-sided
in terms of benefits. I acknowledge that the potential market of a half billion dol-
lars if the Japanese beef import quota is removed is most attractive to U.S. cattle-
men. And I recognize the likelihood that if Japanese consumers were free to buy
American beef at affordable prices in ample quantities, the potential market may be
even much greater than a half billion dollars.

But I want to emphasize that my efforts to liberalize the beef quota are supported
by Japanese leaders themselves who recognize the benefits to consumers and the
cattle industry as well.

I would like to quote from a policy statement issued last year by the Keidanren,
the Japanese Federation of Economic Organizations:

“Japan’s agricultural policy is geared toward protecting farmers, while it ignores
industrial users and individual consumers of farm products. In fiscal 1982 farm sub-
sidies totaled 2.3 trillion f!en. or about 4.6 percent of the government’s general ac-
count budget. But agricultural productivity has not increased in proportion to the
huge amounts of government assistance, and farm rroduct prices remain high. This
situation not only makes the people’s lives more difficult but also hinders, Japan’s
food industry from becominﬁ as competitive as its foreign counterparts.

“Demands from abroad that Japan liberalize its agricultural trade are becomin
increasingly strident. It is imperative that the nation establish an agricultura
{)l?licy belnemg:g &n open economy and obtain a stable food supply that will meet

e people’s needs.”

I also would like to quote a letter written by Yoshiaki Iwao, a respected journalist
with the Japanese newspaper Sankel Shinburn:

“We should not forget that without tlio export of automobiles and steel, we cannot
maintain our agriculture. It is also true that Japanese agriculture, in large part,
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has lost its competitiveness because of the heavy subsidies and this situation has
forced an unreasonable burden on the Jepanese consumer.

“The Japanese farmers and consumers should realize that Japan will have to
remain a trading nation and should take the cool and realistic attitude that the
demand for liberalization from the U.S. will bring with it the advantage of competi-
tive Japanese agriculture to modernize.”

As we all know, the Japanese have recentl{ argued that America benefits from
competition with ananese imports, because it leads to structural adjustments favor-
ing our most competitive industries. We generally have accepted this argument—
and our automobile, steel, and electronic workers have suffered the pains of adjust-
ment, But when we play the same argument back to the Japanese, they object. They
say that domestic political considerations fprevent them from opening up their beef
market. They invoke the political power of the rural Japanese market.

America’s response \

Mr. Chairman, the Strauss-Ushiba agreement expired Saturday night. No new
agreement has been reached.

This is frustratinf and disappointing.

As I understand it, U.S. negotiators have gone more than halfway. But the Japa-
nese nefotlators have not. They have refused to make reasonable concessions,

At this point, we must determine how to respond. At a minimum we must assert
our rights under international law. As you know, bilateral agreements supercede
. our rights and obligations under GATT., For this reason, we had no recourse to
GATT as long as our bilateral beef agreement with Japan was in force,

Now that this ment has ex;i'}r‘ed our rights under GATT entitle us to initi-
ate dispute resolution proceedings. The 5apanese beef import quota is clearly a non-
. sanctioned quota that violates Article 11 of GATT. There is little doubt that if nec-

eseaﬁ, GATT will rule that the quota violates the substance and principles of
GATT, and will justify compensation if the quota is not removed,

GATT claims, however, can be slow, tedious, and do not directly redress the prob-
lem at hand. Compensation need not imply a liberalization of the f quota.

For this reason, I have taken this response one step further by linking my vote on
domestic content legislation to resolution of the beef issue. I remain firm in this
commitment and I urge other Senators to join me.

believe we need to look into other possible responses as well. 1 welcome the op-
portunity to do so here this morning.

CONCLUSION

Mr. Chairman, America’s response must be strong and unwavering. The Japanese
must know we will not spare any effort to end unfair Ja&mese trading practices,

{:ﬁs&ny fervent hope that this response will not have to be upgraded to actual
retaliation,

Only the Japanese can prevent this from happening.

They must now show us convincingly that they are indeed committed to a two-
way trading relationship based on the principles of fair trade and governed by the
spirit of fair trade.

STATEMENT OF SENATOR DAvVID L. BOREN ON JAPANESE BEEF QUOTAS

Mr. Chairman: I am deerly disaprolnted that Japan has once again decided that
it would rather not play fair in the international trade arena, By refusing to permit
the U.S. to export more beef to them, the Je;?anese have violated some very basic
trade laws of the General Agreement on Tariffs and Trade (GATT). The U.8. has no
choice but to pursue immediute remedies under the GATT and possibly retaliate
against certain imports from Japan,

The Japanese continue to force America’s cattlemen to bear the burden for pro-
tecting Jagan’a inefficient agriculture industry. They deny U.S. beef producers the
same treatment that America routinely accords Japanese manufacturers. The Japa-
nese beef quota that expired Saturday was so small that it permitted U.S. imports
equivalent to only one half pound of beef per Japanese citizen in an entire year. The
quota increase that the Japanese rejected would have amounted to about 2.6 more
ounces of beef per person.

In addition to their quota system, Japan has obstructed U.S, beef exports through
a varlety of tariff and non tariff barriers. Japan assesses a 26 percent (cif) import
duty on U.S. beef imports. The average ad valorem duty on Japanese products en-
tering the U.8. is only 2.6 percent. One especially frustrating example of non tariff
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barriers is the Japanese policy of only purchasin'g meat from Japanese approved for-
eign meat packing facilities. Their standards of certification are so absurd that of
the more than 6000 federally inspected meat slaughtering and processing facilities
in the U.S. as of 1981, only 20 plants have been given the aranese seal of approval.
We must initiate a wholesale reasséssment of our trade policy towards Japan. The
beef issue is a symptom of the fundamental problem in our trade relations with
Jagan. They expect more and more access to our markets while they obstruct Amer-
i(:ai stability to sell in Japan. Our $20 billion trade deficit with Japan attests to this
point.
Since negotiations don’t .seem to be effective in bringing about a change in
Japan's duplicitous trade policies, we should pursue more immediate results that
the Japanese can understand. We must pursue the legal remedies that we are enti-
tled to under international law but should also consider selective retaliation against
certain Japanese imports. The European Community and China have demonstrated
that selective retaliation has a place in today's trade relations. The Japanese have
an obligatlon to make their markets more accessible to us. We owe it to ourselves to
make them fulfill these obligations.

Senator DANFORTH. This hearing was suggested by Senator
Baucus, who has expressed an interest which is shared by many of
us in the Congress as to the guotas that Japan has on the importa-
tion‘of beef from the United States into their country.

Everyone .who looks at the newspapers is aware of the fact that
we in the United States have a growing trade deficit; it was about
$70 billion last year and is expected to go well over $100 billion
this year. We have had a $22 billion trade deficit with one country
alone, and that is Japan. Our markets have been open to what
Japan produces. Japan  has taken over substantial portions of
major markets in the United States—television, automobiles—and
yet where the United States is competitive and should be competi-
tive, namely, in the production of beef, we find that we do not have
equal access to the Japanese markets. This is very difficult to ex-
plain to the American Feople. They want to know why.

This past weekend 1 was out in my State, and working people
who felt that their jobs were threatened by imports were askin
me, “How can this be? How can it be that we are losing jobs an
yet, where we are competitive, we can’t avail ourselves of markets
of other countries?”

There has been a protectionist wave in the United States. Some
of us have been trying to withstand that protectionist wave and to
take a position that we are still for free trade, that we want free
trade to be fair, and it just is not fair if we can’t have access to
other markets as good as other countries have to ours. .

I have had an interesting experience, and I suspect everybody in
this committee has had the same experience. That is, I have been
receiving postcards and telegrams—not onli' from my own constitu-
ents but from people in Japan. I received last fall over 1,300 post-
cards from Japanese, and last week several dozen telegrams from
Japanese, saying ‘‘Please don't liberalize restrictions or force the
liberalization of restrictions on U.S. beef going into Japan.” I re-
ceive a lot of postcards, and I'm sure Senator Baucus receives a lot
of mail and a lot of phonecalls about a lot of different issues; but I
don'’t receive very many from people in other countries saying that
the United States shouldn’t try to do business.
. This hearing serves a very useful purpose, because it is informa-

tive. We want to know. We want to know why the U.S. markets
should be open and the Japanese markets should be closed. Maybe
there is some explanation for this. Maybe it is the natural role for

36~191 0~-84~-2
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the United States to be a kind of a fall ghy. And if it is, let’s talk
about it and fet somebody to try to explain to the American people
wlw we should be a fall guy.

e have had serious problems in American agriculture and are
having them right now. Families that have had farms for genera-
tions are now having to sell out. Why can’t they sell what they
make on international markets? Why should they be shut out?
Why should we lose on both ends—lose to imports and lose because
we can't exYort?

And, finally, what are our trade laws for? This is what I'd like to
find out from the administration witness. What's GATT for? Is it
just a waste paper? Are we involved in endless gabfests with other
countries, or do we have an agreement which is an enforceable .
agreement, with a mechanism for enforcing it? And if GATT is to
be enforceable and there is-to-be a procedure for enforcing com-
plaints on unfdir trade practices, why don’t we use it? Why isn’t
this matter before the GATT? Why don’t we start the legal mecha-
nism for retaliation against these unfair trade practices? Maybe
there is an explanation for that; I haven’t heard it yet.

Senator Baucus.

Senator Baucus. Thank you very much, Mr. Chairman,

‘I commend you for holding these hearings. As you have said,
they give us a good chance to explore a fundamental question.
What we want to know is: what's going on here? Is the United
States the fall guy? Does GATT make any sense or is it a worthless
piece of paper?

. The specific issue we are addressing todai is the system of beef
import quotas that Japan is imposing on the United States. The
%}zota system has been in place for over 20 years. Currently, it lets

8. cattlemen sell about one small steak liaer Japanese citizen per
year. Simgly Fut, the quota system is unfair, It protects inefficient
Japanese beef producers at the expense of efficient American pro-
ducers, and it violates both the letter and the spirit of the GATT.

For years we have been insisting that Japan dismantle its quota
srstem; for years the Japanese have refused, telling us that domes-
tic and political pressures in Japan make that impossible.

The last time the issue came up was in 1978, when the Strauss-
Ushiba Agreement was signed. At that time, we Americans relent-
ed. We agreed to withdraw our demand that Japan dismantle their
quota system, and in return Japan agreed to gradually increase the
quota and pledged to negotiate “on ways to further expand the im-

ortation of high quality beef in 1984 and thereafter, to the mutual

enefit of both countries.”

The Strauss-Ushiba Agreement expired Saturday night. For
months our two countries have been trying to negotiate a new
agreement. During these negotiations, U.S. negotiators have gone
more than half-way. The Japanese, in contrast, have remained in-
flexible. They have refused to make the reasonable concessions hec-
essary to reach a new agreement. As a result, the negotiations
failed last Saturdair.

Mr. Chairman, I am reminded of a Japanese proverb. It says:
“The sack of a man's Fatience is tied with a slipknot.” Our pa-
tience is running out. If a system of international comparative ad-
vantage is to work for our countries’ mutual benefit, trade must be
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a two-way street; but the Japanese have created their own brand of
comparative advantage that works only in their favor. That's why
the negotiations failed, and that's why, so far, there is no new
agreement to replace the Strauss-Ushiba Agreement.

Now America must respond—quickly, forcefully. At a minimum,
we must protect our rights under international trade law. Japan’s
%\;ota system violates the letter and the spirit of GATT. Our Trade

presentatives must begin the process of instituting dispute reso-
lution proceedings in Geneva.

GATT proceedings, however, can be slow and do not necessarily
result in direct relief; therefore, we also must consider other appro-
priate resronses. This hearing gives us an opportunity to explore
the possibilities.

In conclusion, Mr, Chairman, I remain a good friend of the Japa-
nese people and of the Japanese Government; but they must learn
that ;ve will spare no effort to eliminate unfair Japanese trading
practices.

I am optimistic that they will learn this soon and that we will
reach a mutually acceptable new beef agreement. Then American
cattlemen can change their slogan from “We have a beef with
Japan,” to “We have beef for Japan.”

nator DANFORTH. Thank you, Senator Baucus.

The first witness is Mr. Donald Nelson, who is the Assistant U.S.
gr?ide Representative for Agricultural Affairs and Commodity

olicy.

STATEMENT OF DONALD M. NELSON, ASSISTA&T U.8. TRADE REP-
RESENTATIVE FOR AGRICULTURAL AFFAIRS AND COMMODITY
POLICY ‘

Mr. NELSON. Good morning, Mr. Chairman, Mr. Baucus.

I have with me today Bryant Wadsworth, who is the Assistant
Administrator for International Trade Policy, Foreign Agricultural
Service of* the Department of Agriculture. Mr. Wadsworth, like
myself, has been involved in all of the negotiating sessions that we
have had with the Japanese over the last 18 monthe and is pre-
pared to supplement the answers to any questions that you gentle-
men may have.

I have prepared a statement, Mr. Chairman, but because of the
uncertain nature of the agreement and the negotiations it was only
submitted this morning. I can submit that for the record and just
highli&ht it, if that would be acceptable.

As Mr. Baucus said, the agreement which was called the Strauss-
Ushiba Agreement, negotiated in 1978, did expire on Saturday
night. In that agreement there was a provision that called for the
beginning of negotiations toward the latter part of the life of that
agreement to determine the import system that would exist after
its expiration. We began those talks in October 1982 at meetings I
chaired. Our initial position was that the Japanese Government
had had some 20 years since it had lost its GATT cover for the re-
strictions. That GATT cover was balance-of-payment Eroblems--it
is somewhat hard to believe that at this point. It had been 5 years
since we had initially negotiated the Strauss-Ushiba Agreement,
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and we had felt that the Japanese had had adequate time to pre-
pare their private sector for an opening of that market.

We had asked for a commitment to eliminate all of these restric-
tions by April 1, 1984, The Japanese position was that they would
never be in a position to eliminate the restrictions. Quite naturally,
we reached an impasse, and the meetings broke up.

In later discussions with the Japanese at varying levels of the
Government we were told that the political situation in Japan was
so very difficult that it would be impossible for the Japanese Gov-
ernment to commit itself at that point to liberalization this month.
We then modified our position to ask for a commitment that the
Japanese restrictions would be eliminated on a date certain, and
that in the meantime we would get substantial improvements in
the areas of market access, in terms of numbers, and in the admin-
istration of the guota.

As is quite natural in a negotiation, we came out with numbers
that were a little bit higher than our bottom line and were pre-
Eax'ed to move from those as the Japanese moved from their num-

ers. I will tell you that we have moved, but our moves have not
been matched by the other side, with the result that at this point
we are quite far apart, and, as indicated earlier, we do not have an
agreement.

The administration of those quotas is something of a problem,
too. It is something that has been mentioned many times by the
grivate sector people with whom we have worked very closely. The

apanese Government has the ability to control the cuts of meat
that are imported in order to buy the cheaper quality cuts; they
can determine who is allowed to sell into that market; and they
can also have the meat stored so long that it gets freezer burn and
is less acceptable to the consumer, or it loses its taste. It is still ac- -
ceftable to the consumer, witness the.fact that there is a large un-
fulfilled demand in Japan for beef.

The agreement itself covers citrus as well as beef, but the pri-
mary focus of this particular hearing is obviously on beef. We have
about 26 percent of the imFort market in Japan. I suppose it is
about 8 percent of their total consumption.

We think that the Japanese Government could be more forth-
coming, could have been more forthcoming in these negotiations.
The Government officials in Japan estimate that consumers are
paying about 25 percent more for their food than they would have
to in an open market situation; and yet, although I can’t reveal the
details of the negotiation, I will tell you that the Japanese Govern-

ment in its offers has been so generous as to propose to allow us to -

export something less than 2 ounces per Japanese per year of meat
increase into that market. That's hardly a quantity designed to
make much more meat available or to lower their cost of living.

In my prepared statement I had indicated that at this point
there were no further negotiating sessions scheduled, but this
morning we received a message from Tokyo that the Minister of
Agriculture is leaving Japan tomorrow and will be here tomorrow
night, and it is possible that we could have negotiatinf sessions on
Wednesday and Thursday. I should say that we are quite far apart.
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As to possible further actions, the Trade Policy Committee will

be meeting at 11 o’clock to determine what courses of action are
open to us.
. I know that it has been suggested by Members of the Senate that
it would be appropriate to institute formal GATT proceedings. That
is very much a possibility. I should say here that we do not consid-
er the GATT process to be contentious; we think that it is a way in
which trading partners can resolve differences and in which we as
a government can preserve our international trading rights. And it
is one that has been actively discussed; but I would not prejudge
the outcome of that meeting.

Perhaps at this point it would be useful to ask for any questions
yoventlemen might have.

[Mr. Nelson’s prepared statement follows:]

TesTIMONY OF DoNALD M. NELSON, A881STANT U.8. TRADE REPRESENTATIVE

Good morning, Mr. Chairman. It's good to be with you this morning to discuss
with you and the members of the Subcommittee the matter of our negotiations with
Jagan on beef and citrus. I would like to brins you u}: to date as much as I can.

he ment that expired this past weekend, usually referred to as the Strauss-
Ushiba Agreement, called for consultations toward the end of the covered period on
the import system that would exist after April 1, 1984. We began the negotiating
process in October 1982 at talks that I chaired. Our position at that time was that
we expected the Japanese to agree to eliminate their restrictions upon expiration of
the agreement. Their position was that they would never eliminate the quotas. Nat-
urally, the meeting ended in stalemate.

The Japanese thereafter made a case that their political problems were so great
that immediate liberalization was out of the question. We recognized their difflcul-
ties andl. consequently, in later negotiating sessions we modifled our position to one

- that called for a commitment to liberalization on a “date certain” and a substantial

improvement in both the quantities involved in the quotas as well as in their ad-
ministration. It was, and remains, our feeling that if we are being asked to compro-
mise on a matter of prlnclple——tfme right to unimpeded access to the market—the
Japanese should make it worth our while,

s is appropriate in a negotiation, we came in with numbers that were above
those that we would consider acceptable, that is, above our “bottom line.” Indeed, in
the process of the negotiation we have moved awai from our original position in a
substantial way, but our moves have not been matched by the other side. The result
is that, to date, the Japanese offers are well below those we consider acceptable.

I should say at this point that throughout the process we have maintained close
contact with representatives of the U.S. industries concerned. This hag been vitally
important not only for the numbors we are discussing but for the other aspects of
the trade involved. .-

The administration of the quotas themselves has been a source of great concern to
our exporters and potential exporters. We have heard of numerous abuses by the
Japanese that we have sousht to have corrected through the negotiating process.
And we have watched with dismay the operations of the Livestock Industry Promo-
tion Corporation, the quasi-governmental organization that controls the importation
and distribution of beef The LIPC, which had a gross profit of $108 million in 1982,
has the power to force the purchase of less desirable cuts of meat, the right to say
who can bid on tenders to sell in Japan, and the ability to force storage of beef for
80 lon%that it deteriorates in quality. We would like that power curbed.

We have made some progress in addressing the matters of guota administration,

_ but we still have some distance to go before we will feel that the potential for abuse

has been eliminated.

By way of background, the recently expired agreement was signed December 1978
and provided for the enlargement of quotas on fresh, chilled, and frozen beef, on
fresh orz?es and orange juice, and on grapefruit juice. Our interpretation is that it
a})e& call wfgr the elimination of the import quota on grapefruit juice on April 1,

—yesterday.

The yuota onyfrosh oranges was gradually increased to the current level of 82,000
metric tons, that for orange juice to 8,500 tons, and that for grapefruit juice to 6,000
tons. The global quota for beef, that is, the quota for almost all beef, is 141,000

-
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metric tons, while that for the high-quality beef has been increased to 30,000 tons.
The greatest percentage of that we export qualifies as “high-quality.”

It is difficult to do an accurate calculation of the value of the trade covered by the
agreement because of the difference in the calendar and fiscal years and because
some categories of imports include both quota and non-quota items. Our best guess,
though, is that in 1983 our exports were $220 million, with beef making up about
211560 i'l?iimon' fresh oranges $52 million, orange juice $3 million, and grapefruit juice

miliion.

1 is even more difficult to assess the potential for trade in an open-market situa-
tion, since there has never been one for our products in Japan. If, though, we com.
pare the Japanese market with those in Korea, Taiwan, an Honﬁ Kong, where cer-
tain similarities exist, I think it is certainly possible that in the first years of liber-
alization we could expect $650 to $800 million in trade in these products with the
potential to go well above one billion dollars as consumer tastes develop and as com-
panies begin to promote the products more.

The Japanese recognize that we have enormous ;})‘otential there but always note
that even dollar values like these will not balance the trade deficit. They obviously
miss the point. The point, as Vice-President Bush has said, is fairness.

I should note that on a per capita basis the U.S. imports 8 pounds of beef, while
Japan allows in only 2.6 pounds. Japan points to the fact that It imports 80 percent
of its consum;trtion of beef—by the wa{, we supply about 26 percent of the 30 per-
cent, or less than 8-percent Jf tote' imports. We have no way of knowing what
actual consumption might be if the consumer were allowed to make choices.

In that regard, it has been estimated by Japanese officials that the consumers
there agr 26 percent more for their food than they would-under a free-market situa-
tion. Yet their government has said that we should be allowed to sup&liy only that
portion of their ‘“demand” that cannot be supplied by domestic producers., The
‘demand” is determined by some bureaucrat, not by the market. I cannot discuss
the details of our negotiations, but I can tell you that the Japanese offer on beef
amounts to an annual increase in market access of less than 2 ounces for each and
ave! Jaranese. Such a minor increase in availability would not be likely to do
much to lower their food costsl

As you know, the agreement expired at midnight on Saturday and has not been
renewed. To my knowledge, no further talks are scheduled, so we are now faced
with a decision as to how to proceed. .

The Trade Pollc¥ Committee will be meeting later today and will be considering a
number of ibilities. I know that some of you have urged the initiation of gro-
ceedings within the General Agreement on Tariffs and Trade. That is under active
consideration. I should say here that we consider the GATT process as a routine,
non-confrontational way to resolve differences between trading partners and to pro-
tect our international trading rights.,

Mr. Chairman, I hope that this summary will be helpful and would be willing to
try to respond to questions that you and the Members might have. Thank You.

Senator DANFORTH. Thank you, Mr, Nelson.

I want you to be out of here well before the 11 o'clock Trade
Policy Committee meeting, because I would hope that you would
re{&y some input from this subcommittee.

r. NELSON. I will do that. \

Senator DANFORTH. I want to tell you what I think we should do.
It is something I learned when I was a law student: “If you want to
get somebody’'s attention, sue them.” I mean, to ask to negotiate
when you are in the right and the other guy is in the wrong is a
very weak thing to do.

I would not meet with the Agricultural Minister when he comes
in here this week if I were the administration. I would say, “I'm
sorry, we have other things to do—-namely, prepare our GATT
case.” And I would proceed with the GATT case.

I think that our position with Japan has been one of pleadinf,
complaining, and begging, and that is no way for us to act, and it is
demeaning to both parties—to the United States and the Ja‘pa-
nese—for us to be constantly pleading and begging for a few
ounces. If they want to keep our beef out, let us pursue our reme-
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dies under GATT. Why should we be involved in their political
process? They sa‘\; they have political problems. Fine. What are we
supposed to do about it? What would they like to do about our po-
litical problems? What would they like to do about our farmers
who are complaining? We've got political problems, too. I would
think that in an election year in the United States the President of

- the United States would have great political problems with Ameri-
can farmers; what do the Japanese intend to do about that? Do
they intend to alter their policies and doctor their national inter-
ests in order to satisfy the political needs of President Reagan? I
haven't seen that.

I don't think that we should be trying to involve ourselves in
their internal ;lxolitical affairs, and I don’t think that they should in
ours. We should be proceeding in a businesslike fashion, and the
businesslike fashion is to proceed under GATT. And I would hope
that that's what the Trade Policy Committee is going to decide at
11 o’clock today. .

Now, can you tell us why we are not proceeding under GATT?
Why are we continuing this endless dance of negotiations with the
Japanese? . '

r. NELsoN. This will be the first Trade Policy Committee meet-
ing since the agreement expired Saturday night. We haven’t had
much time to respond.

But I should tell you, sir, that the GATT process—which, if we
are to have finished quickly, must begin very quickly, because of
the interminable summer break that the GATT takes——

Senator DANFORTH. Today.

Mr. NELsoN. We can begin that process, in which the first step,
in effect, is asking for consultations, formal consultations—you
have to get your ticket punched along the way. And if in the inter-
im, while we are proceeding within the GATT context, we reach an
agreement that is satisfactory to both sides, we can terminate that
process. It is not inconsistent to proceed on both tracks. But that
meé)é very well be the outcome of today’s meeting.

nator DANFORTH. You know, there is this terrific wave of pro-
tectionism. It is present in the Congress and it is present through-
out the country.

Mr. NELSON. Yes, sir, I feel that, too.

Senator DANFORTH. And the one friend that the free traders have
is the farmer. The farmer is the last bastion, really, of free trade in
the United States, and it seems to me that what we do with respect
to geef is essential if we are going to keep that last ally of free
rade.

Senator Baucus?

Senator Baucus. Thank you, Mr. Chairman.

I think you hit the nail right on the head. I want to followup by
showing why Japan’s beef quota is inconsistent with free trade
principles.

First, Mr. Nelson, would you explain to me, in your judgment,
whether Japan’s beef quota violates GATT?

Mr. NeLsoN. Yes, sir. It becomes very esoteric, but essentially: In
order to 2ustify the maintenance of import restrictions under arti-
cle XI of the GATT you have to have in place a program that
limits your own production. In fact, the Japanese have a program
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in place to encourage their own production. This is not only true
for beef, it is also true for the other products covered by this agree-
ment. There is no question in our mind that they are in violation
of their international obligations.

Senator Baucus. Well, I would like to follow that up. Article XI
of GATT states that “No quotas shall be instituted or maintained
on the importation of any product to the territory of another GATT
member.” I know that there are exceptions, and certainly bilateral
agreements are exceptions, but we don’t have a bilateral agree-
ment now, it expired Saturday.

Mr. NeLsoN. That’s correct. ‘

Senator BAaucus. Therefore, it is clear that Japan is in violation
of article XI right now.

Mr. NeLsoN. That is correct.

Senator BAucus. And it is on that basis that the administration
may file a GATT complaint in Geneva?

Mr. NeLsoN. That is correct.

Senator Baucus. I would like to join Senator Danforth and
strongly urge the administration to file that complaint. When the
Trade Council meets at 11 today, I urge you to tell the Council
members that this Senator, the chairman of the subcommittee, and
I think the entire Senate, believe that the administration should
file that complaint.

At this point, also, I would like to explain another reason why I
think the administration should file a complaint. Within Japan
itself there are many peogle who feel that the beef quota system is
improper and is poor public policy. For example, Keidanren, the
Japanese Federation of Economic Organizations, a major Japanese
association of buginesses recently said:

Japan’s agricultural policy is geared toward protecting farmers, while it ignores
industrial users and individual consumers of farm products. In Fiscal 1982 farm sub-
sidies, Japan totalled 2.3 trillion yen, or about 4.6 percent of the government’s gen-
eral account budget. But agricultural productivity has not increased in proportion to
the huge amounts of government assistance, and farm product prices remain high.
This situation not only makes the people's lives more difficult but it also hinders
Japan’s food industry from becoming as competitive as its foreign counterparts.

emands from abroad that Japan liberalize its agricultural trade are becoming
increasingly strident. It is imperative that the nation establish an agricultural

policy benefittinf an open economy and obtain a stable food supply that will meet
the people’s needs.

I would also like to quote from a Japanese journalist who says:

Itis * * * true that Japanese agriculture in large part has lost its competitiveness
because of the heavy subsidies, and this situation has forced an unreasonable
burden on the Japanese consumer.

He goes on to say that Japanese farmers and consumers should
realize that Japan will have to remain a trading nation and should
take the cool and realistic attitude that the demand for liberaliza-
tion from the United States will bring about the advantage of com-
petitive Japanese agriculture to modernize. .

So many Japanese are themselves saying that liberalizing trade
will help Japanese agriculture; it will help it modernize. We hear
that argument here in America; we hear it with respect to poten-
tial arguments to cut back on imports to the United States. As you
know, the counterargument is that we should modernize. It seems
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to me that the same holds true for Japan; Japan, too, should mod-
ernize.

I have also talked to people from MITI, the Ministry on Industry
and Trade in Japan, and they tell me, too, that Japan should
change its ways and cut back on the subsidies for agriculture.

I talked to members of the Japanese Diet, who represent districts
in Tokyo. They also think that Japan’s beef quota is wrong, be-
cause their constituents, consumers in cities, want American beef
at lower prices.

So it seems to me that, because of the strong opinion within the
country of Japan, we should also encourage the Japanese Govern-
ment to further liberalize.

Mr. Nelson, I think you have doné a good job. I know that it has
been a trying experience for you to negotiate on this tough issue,
and I know that it has been an arduous process that has taken a
long time. But I want to commend you for sticking up for our
rights. Many people think we Americans have rolled over too
easi? in the past, that we have been the “fall guy,” and haven'’t
stood up for our rights enough. But I think you and the other mem-
bers of our negotiating team are beginning to stand up more for
America, and properly so. .

We are not trying to take advantage of anybodﬁ else; we are just
tryin% to stand up for our rights. and not be taken advantage of.
And I think you have done a very good job in that regard.

Mr. NeLsoN. Thank you, sir. :

Senator BAaucus. Let me ask you a point about timing.

Mr. NeLsoN. Could I make a point first?

Senator Baucus, Sure.

Mr. NeLson. I think you have made an excellent point there, and
that is, we are not asking for a favor, we are asking for our right to
unimpeded access to that market. We have that right. If they ask
---us to take anything less than that, jt is incumbent on them to

make it worth our while. We should not be in a position of asking
them to do us a favor, and we have not been in that position.

Senator DANForTH. That is exactly why you should proceed with
the GATT case, and let them be the moving party in trying to ne-
gotiate rather than the other way around.

Senator Baucus. On that point, too, I would like to remind Mr.
Nelson of the resolution we passed in the Senate by a vote of 92 to
6. In the final paragraph, that resolution states:

.. Further, it is the sense of the Senate that if negotiations do not result in satisfac-
"tory progress toward the dismantling of Japanese barriers to imports of beef by the

time the current Bilateral Afreement expires, USTR should seek appropriate relief
under U.S. international trade law.

“The vote was 92 to 6. I think it speaks to this issue.

Mr. NELsoN. I believe that was helpful, sir. It showed a solidarity
between the Congress and the administration on this issue that
was useful. )

Senator Baucus. This reminds me, too, of another point. As you
know, I have been trying to convince the Japanese to make some
reasonable concessions on this issue. As a result, I have received
many letters from American businessmen in Japan. They say,
“You've got to stand up for your rights, because otherwise the Jap-

36~191 0--84--3
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anese Government is not %oing to, out of the goodness of its heart,
do what it knows it should do.” The exact words are, “The only
language they understand is power.”

So that buttresses the chairman’s point that we should not be at
all reluctant to invoke our international legal rights by filing a
GATT complaint.

Even then, we can still reach an agreement. After the GATT
complaint is filed, it is still possible to engage in bilateral negotia-
tions, isn’t it?

Mr. NELSON. Indeed it is, sir.

Senator BAucus. What would happen if, during the next two or
three weeks, even after a GATT complaint is filed, you reach an
agreement? What effect would that have on the GATT filing?

Mr. NeLsoN. Well, presumably, if the agreement is sufficiently
satisfactory, we would cease our complaint.

Senator BAaucus. So the two are not mutually inconsistent?

Mr. NeLsoN. No, sir.

Senator Baucus. It is very consgistent to go ahead and file a com-
plaint, and at the same time still negotiate with Japan. And if we
reach a satisfacto%agreement, we can then withdraw the GATT
filing with the GATT.

Mr. NELsoN. That is true. As I indicated earlier, sir we don’t be-
lieve the GATT process is a confrontational-type process; it's a way
of resolving a dispute throu%h procedures that are set forth and
have been in place for a number of years. It would not be inconsist-
ent to follow both of those paths.

Senator Baucus. I also appreciate the point you make that, in
effect, a 1,000-ton a year increase in Japanese beef imports
amounts to about one-quarter of an ounce of beef per Japanese con-
sumer per year. A 4,000-ton increase amounts to about a 1 ounce of
beef per Japanese consumer per year.

Now, it is my understanding that Japan’s goal by the year 1990
is to have the world’s highest standard of living. Given that fact, it
seems that an increase of a couple of ounces per year per person
can certainly be accommodated. And an increase of beef imports
into Japan does not displace other Japanese producers. They can
still produce beef; but it seems, to me that the Jacfanese consumer
would want to eat Japanese beef and also imported beef.

Thank you very much, Mr. Nelson.

Mr. NeLson, Thank you, sir.

Senator Baucus. And thank you, Mr. Chairman.

Senator DANFORTH. Senator Bentsen has come in, and I know he
will have a statement or some questions to ask you; but let me just
sa¥ one thing in response to your response to Senator Baucus.

would hope that the filing of a GATT case would not simply be
viewed as the stalking horse for another ounce or two. And it
seems to me that the reason for filing a GATT case is to make sure
that justice is done, and another ounce or two, or three or four, per
person isn’t doing justice.

It seems to me that if the Japanese want any restriction on
American beef or any restrictions on American citrus, there should
be compensation for those restrictions, dollar for dollar.

So I would hope that if we proceed with the case it would be for
the purpose of vindicating our rights under the law, and that those
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rights would be vindicated, and that they would not be washed out
at some early stage, and that the filing of a case under GATT
would be viewed as a significant event for the United States, not
just a kind of modification of the existing posture of trying to nego-
tiate as best we can with a recalcitrant party.

My view is, we’re through with the negotiations, except as such
negotiations further the total vindication of our rights. And if
there are going to be any restrictions on U.S. beef—for political
reasons or any other reason within Japan—Ilet there be compensa-
tion, because there are plenty of industries in the United States
which would be delighted with the opportunity to be part of that
compensation. There are a lot of people in the State of Missouri
who would, be delighted to be part of that compensation.

So I would hope that the decision will be made and will be made
at 11 this morning, that we are going to proceed to vindicate our
rights under the law.

Senator Bentsen?

Senator BENTsEN. Thank you very much, Mr. Chairman. I appre-
ciate dyour calling these hearings. I authored a resolution that
passed the Senate unanimously in 1982 asking the Japanese to
open their markets to U.S. beef and citrus, and Senator Baucus did
that in 1983. And now you are seeing the trade agreement expir-
inf, and we haven’t done anything about it nor have the Japanese.

would certainly agree with the chairman that the time for fur-
th:_r- negotiations has ended, and I think it is time for us to take
action.

There are two basic actions that we can take: One, we can file a
v GATT case against these Japanese quotas, and I think we would be
vindicated. But that would take a lot of time; I think it would
stretch on into 1984 and possibly into 1985 before it could be set-
tled. Second, we could take more immediate action. I believe that’s
the course that the administration ought to take. I think we ought
to file a 301 case, file that kind of a complaint against these unfair
trade practices. And retaliation should begin as soon as possible
against selected Japanese exports to this country. I think they un-
derstand that.

The problem you run into with the Japanese is that they will
talk and talk, and ship and ship, and you don’t see much change.
They are a very patient people, and they are some of the toughest
and most able negotiators that we are up against.

We ought to do all we can—the administration should—to push
the law, to push the U.S. position on this issue. That's the kind of
situation where we could use the strategic trade policies of title III
of the Danforth/Bentsen International Trade and Investment Act.

Now, that bill provides for annual trade estimates and trade ac-
tions to followup on those estimates, including the administration
starting more trade actions on its own initiative; not just waiting
for some company to take it on and that company to fear that they
are going to have some specific action taken against them by the
other country, but have the U.S. Government taking.more of those
initiatives.

Frankly, if beef exports were the only issue here, then I might
urge the administration to talk tough but to settle for whatever the
Japanese would give them. After all, some increase is better than
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no increase. We might go from the current two hamburgers per
Japanese per year—we might even get up to three hamburgers per
Japanese per year. But I think the issue is a lot larger than that
one. The issue is whether Japan is going to make the tough deci-
sions in free trade, or they are not going to make them. We have
seen the Europeans just this last week make some tough decisions
on trade, where they weren’t going to carry their subsidies to the
extent that they overwhelmed international markets with tax-sup-’
ported products.

I have had to make some of these decisions, Mr. Chairman. I
know what it's like to go tell Texas chemical producers that
Europe is goin%1 to retaliate against them because their government
is protecting the domestic steel industry. I have had to do that. I
know what it’s like to tell Texas cotton and wheat producers that
they can’t export as much as the(a?' would like to to the People’s Re-
public of China, because the PRC is retaliating against us for some
of our textile import controls. I have been doing that for years.

Now, when are the Japanese politicians going to make some of
these tough decisions?

Mr. Chairman, Japan must start making those decisions now,
and it might as well start with the beef and citrus. Let’s see how
their computer producers like it when they can’t sell here because
of Japanese protectionism.

This negotiating charade just can’t run forever. Every delay
means more Japanese goods coming over, and the longer we wait
to have access for our products to their markets, the more difficult
we are going to find our trade imbalance with the Japanese.

I fervently hope that a speedy and satisfactory resolution of
these issues can be worked out. We are the largest cattle-producing
State in the' Nation; the heart of the world’s cattle-feeding industry
is in Texas. We produce some products that I think the Japanese
consumer would enjoy and at a price that would be reasonable.

I have often said what we really ought'to do—1I looked at some of
these full-page ads running in the papers here from the JaYanese
telling us what we ought to do—why don’t we run some full-page
ads in Tokyo, and show the price of beef to the U.S. consumer in
the markets here in the United States? And then right beside it,
show what the Japanese housewife is having to p%e,r for those same
products. Show the price for citrus here in the Washington, D.C.
markets, and then show what it is in Tokyo. Show what this kind
of protectionism is costing the Japanese consumer. If they really
believe in free trade, and they sure do when it comes to pushing
their products here, then they ought to be accepting some of it
there. I think we ought to give it some serious thought.

And don't pay any attention to the State Department telling you
you might upset someone. You know, it’s all right for them to come
over and lob K us by running their full-page ads—1I think it’s time
that we let their consumers understand what it costs them over
there. And let’s take some direct action. Let’s tell them we are seri-
ous in these negotiations.

Mr. Chairman, I may get wound up here, if I'm not careful.
~ [Laughter.]

Mr. NELSoN. It sounds good to me, sir.
Senator DaANFORTH. Mr. Nelson, thank you very much.
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Senator Baucus. I think Senator Bentsen has a great idea here.
You know, if sirloin costs $3.15 here, it costs $15 in Japan. That’s
nearly a fivefold increase. If more Japanese consumers realize how
much more they are paying than they could pay if their Govern-
ment permitted more imports of American beef, the Japanese Gov-
ernment might find it a little easier to agree {0 a better agreement.

. In addition, I would like to emphasize Senator Bentsen’s point
that even the European Common Market has now begun to sub-
stantially reduce its subsidies to European farmers. That’s a tough
decision, but they have made it.

It seems to me that, when agriculture is as inefficient as it is in
Japan, the Japanese Government should follow the lead of the Eu-
ropean Common Market and also begin to reduce some of its subsi-
dies to inefficient Japanese agricultural producers.

Senator DANFORTH. Mr. Nelson, thank you very much.

We have a very tight hearing schedule for the foreseeable future
in the Finance Committee, but my hoge is that we can work out
some sort of format, whether it is an hour hearing or maybe just
some kind of communication, so that the administration can ex-
plagn what they are going to do; I mean, what decision they have
made.

If we are not going to proceed with the GATT case, I for one
would like the administration to come back here and explain their
thinkirll\%.

Mr. NELsoN. All right, sir.

Senator DanrorTH. Thank you, sir.

Mr. NeLsoN. Thank you, sir.

Senator DANFORTH. Next we have Mr. Dewey Bond of the Ameri-
can Meat Institute, Mr. Tom Cook of the National Cattlemen’s As-
sociation, and Ms. Esther Ruud of the Montana Cattlemen’s Asso-
ciation.

I am told that Ms. Ruud is not yet here; but, Mr. Bond, would
you like to proceed?

STATEMENT OF A, DEWEY BOND, SENIOR VICE PRESIDENT,
AMERICAN MEAT INSTITUTE

Mr. Bonp. Thank you, Senator Danforth, Senator Bentsen.

I represent the American Meat Institute. It is a national trade
association of the meat slaughtering and meat processing industry.

The institute believes in free trade. We are not opposed to the

-imports of meat from Australia, New Zealand, South America, or

Europe; therefore, we resent very much the protective trade policy
of the Japanese Government,

We believe the Japanese Government should provide for a high
percentage of liberalization in its high-quality beef quota so that at
the end of several years total liberalization has been achieved.

We also believe they should reduce the present duty of 25 per-
cent of beef imports to 10 percent and have that figure bound.

We believe the Government should eliminate the Livestock In-
dustry Promotion Corp. from administering control over the beef

uotas. In addition, we feel that they should continue to maintain
the present relationship between their high-quality beef quota and
the present overall beef quota.
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If these conditions are met, the American Meat Institute believes
that the Japanese consumer and the United States livestock pro-
ducer would receive great benefits as well as assisting in reducing
the very unfavorable U.S. trade deficit with Japan.

We have seen press reports that the Japanese are willing to in-
crease their quota by 6,000 metric tons. This should be considered a
total insult, and it must be rejected by our Government. Our U.S.
plants could produce this quantity in about 1 hour of operation,
based on a recent weekly average production.

We believe our administration has done a very good job in nego-
tiating; however, they failed to get the attention of the Japanese
Government, and I really wonder whether proceeding through
GATT will achieve anything further than that.

Therefore, I believe that we should do something dramatic. Per-
haps we should use the same principle that they do with their
Livestock Industry Promotion Cor’F. Perhaps we should establish a
quasi-government agency called “The Automobile Industry Protec-
tion Corporation,” whereby this agency would import all of the
automobiles into the United States through certain specifications
described by this organization, add a markup of 200 percent—as
they do for our beef—and in addition a duty of 25 percent. Then
they would sell these automobiles to certain selected wholesalers
on a formula basis. This is the way they are treating our beef. I
think only by doing something dramatic like this are we going to
get the attention of the Japanese Government.

Thank you.

Senator DANFORTH. Thank you.

[Mr. Bond’s prepared statement follows:]
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| am Dewey Bond, Senlor Vice President of the American Meat
Institute and serve as staff llaison with the Institute's Export Committee.
The Institute is a national trade assoclation of the rﬁeat slaughtering and
processing industry and has slightly over 400 members.

The Institute has maintained a position of free trade for meat and
livestock products for many years. This Is rather unique when you
consider that this trade assoclation has not opposed U.S. imports of meat
from such countries as Australia, South America and Europe. At the same
time we feel very strongly that other countries such as Japan and the
countries of the European Economic Community shauld nbt place quantitative
restrictions against the free flow of U.S. meat into their countries.

Japan is the United States' largest market for agricultural exports
and also our largest market for beef. Beef is the only unliberalized meat
item in Japan. Japan's beef import quota system consists of a large general
quota and smaller hotel, school lunch, boiled beef, and Okinawa quotas
for special purposes. The current base quota is about 135,000 metric tons
of which 30,800 metric tons is high quality beef, Most U.S. beef exports
to Japan consist of high quality beef so it is this quota which is of
greatest interest to our exporters. |

Japan encourages high cost domestic production of beef through
a price support program that protects producers from foreign competition
by quotas, a 25 percent tariff, and additional surcharges on individual

cuts of beef.

36-191 0--84-~-4
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Most beef imports are made through the quasi-government
Livestock Industry Promotion Corporation (LIPC) which then tenders the
beef to wholesalers. Many exporters feel that this rigid system of distribu-
tion discourages imports by minimizing the amount of beef imported directly
by retallers and processors. The beef quota system supports domestic
beef prices at levels substantially higher than world prices, thereby
discouraging consumption., Japan is a high cost producer of beef because
of labor intensive production processes -- almost 80 percent of Japanese
beef herds are under four head. Also, virtually all cattie slaughtered are
grainfed to varying extents. As rural Interests represented by producer
cooperatives have attained strong political influence, the returns to beef
producers will be kept above world levels so that domestic output goals
can be achleved. ’

Per capita beef consumption in Japan has grown rapidly during
the past two decades and is currently about 12 pounds per capita compared
to 76 in the United States in 1984, Higher consumption of beef in Japan
has generally been attributed to increasing incomes and a growing prefer-
ence for Western foods. However, the rate of growth in per capita beef
consumption amounted to less than half of the percentage increase for pork
and poultry over the recent twenty year period. The reason is that
Japanese beef producers have not matched the gains in efficiency made by
pork and poultry producers. Accordingly, prices have risen much higher
for beef than for pork or poultry. Therefore, in order to follow its policy
of encouraging self-sufficiency in meat and poultry production, the Japanese
Covernment has chosen to erect much more restrictive trade barriers for

beef than it applies to pork or poultry.
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The American Meat Institute strongly resents this protective policy.
We believe that the Japanese Government should -

1. Provide for a high percentage of liberalization in its
high quality beef quota so that at the end of several
years, total liberalization will have been achieved.

2. That the present duty of 25% on beef imports should be
reduced to ten percent and that the latter figure should
be bound. Today there would be no prohibition to the
Japanese Government broadening th'e quota but increasing
the duty.

3. That the Livestock Industry Promotion Corporation should
not have contro! over the increased quantity of quotas.

4, That the high quality quota will continue to maintain its

relationship to the total beef quota,
If these conditions are met, the American Meat Institute believes
that the Japanese consumer and the U.S. livestock producer would receive
great benefits as well as assisting in reducing the very unfavorable U.S.
trade deficit with Japan. .

We have seen press reports that the Japanese are willing to increase
the quota by 6,000 metric tons. This should be considered a total insult
and must be rejected by our Government. Our plar& could produce this
quantity In about one hour's operation based on the recent weekly average
production.

# 44 )
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Senator DANFORTH. Mr. Cook.

STATEMENT OF TOM COOK, ASSOCIATE DIRECTOR OF GOVERN-
MENT RELATIONS AND DIRECTOR OF FOREIGN TRADE, NA-
TIONAL CATTLEMEN’S ASSOCIATION

Mr. Cook. Thank you, Mr. Chairman. It seems that everybody
this morning appears to be on the same wavelength, and the Na-
tional Cattlemen’s Association certainly is, too.

My statement was prepared last week before the negotiations
were over, so I would just like to make a couple of highlights out of
that statement.

We believe we do have a superior product to offer; however,
Japan’s restrictive quotas, high tariffs, and Government purchas-
ing practices make United States high quality beef almost unavail-
able to the Japanese consumer.

We have heard virtually all of the arguments as to why Japan
cannot and should not or will not import more beef. In efforts to
develop a better understanding, the NCA has hosted numerous
Japanese Government leaders and farm groups. We have patiently
listened to their concerns, and, frankly, we cannot accept many of
their arguments.

Agricultural leaders from Japan tell us their consumers have

e —Ba11-stomachs;-limited-calorie-intake; and traditional diet habits
that are slow to change. Evidence shows that Japanese diets are al-
ready changini. We believe that consumers and not Government
trade policies should influence those changes.

We are questioned as to our ability to be reliable suppliers. I can
assure you that we consider Japan to be our most important export
market. The National Cattlemen’s Association, the U.S. Meat
Export Federation, and other U.S. exlporting interests do not take
the responsibility of this market lightly. We will be reliable suppli-
ers. ‘

We work close with our Government negotiators, and we have
outlined some %oints that we think ought to be included in the ne-
gotiations. Dr. Bond has already addressed most of them.

In addition, we believe that the negotiators should be aware of
and avoid any other conceivable tariff or nontariff barrier that the
Japanese would impose that would restrict or nullify gains in an
increased-access agreement. \

This past week, where it appeared the negotiations were at an
impasse, I was asked by the press and others, “Is the NCA upset?”’
And, “What will be our next step?”’ Yes, we are upset, frustrated,
and disturbed. We do not understand why the Japanese continue to
be so adamant in their position. Their officials say that the United

- ' States must make more concessions, we must understand their
groblems. I have ’Iy"et to see any meaningful concessions advanced
y the Japunese. The negotiating process must be give and take on

both sides.

We are, however, particularly pleased with the determination ex-
pressed by our negotiators. We have been in regular consultation
with officials from USTR, USDA, the State Department, and other
agencies throughout this process. For the first time we can remem-

" ber, there has been a united front on this issue. Members of Con-
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griess, and particularly this committee, have been especially help-
ul,

Attached to my statement is a resolution passed at our recent
convention addressing trade with Japan. I would like to just quote
from the last paragraph on our position on what would happen if
nothing happened by April 1:

We believe that the NCA should contact President Reagan, the Office of USTR,
Members of Congress, to utilize whatever means available and necessary to impose

an import surcharge on all Japanese imports, sufficient to overcome the present
trade imbalance.

This resolution accurately reflects the attitude of the cattle
people throughout the country.

The beef issue has become symbolic. We are the first to recognize
that increased beef trade relative to the total picture will only
make a dent in the trade imbalance. However, there must be a
strong commitment from Congress and the administration to re-
solve our differences with Japan on the beef trade issue, or we can
expect continued disappointments on the other trade matters.

Thank you. ' .

Senator DaNrorTH. Thank you, sir.

[Mr. Cook’s prepared statement follows:]
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P

On behalf of the National Cattlemen's Association, I appreciate the oppor-
tunity to present our views on beef trade with Japan before this committee.

This hearing may be very timely in respect to the status of our negotia-
tions with Japan, or it may be after the fact. Because of the uncertainty of
the status of the talks, I will address three points: first, NCA's concern
over beef trade with Japan; second, NCA's position on the negotiations, and
third; what we do if the negotiations fail to bring meaningful results.

We believe that we have a superior product to offer. However, Japan's
restrictive quotas, high tariffs and government purchasing practices make U.S.
high quality beef almost unavailable to the Japanese consumer. U.S. high
quality beef exported to Japan sells for about $3.50 per pound. The Japanese
consumer pays three and four times that amount. .

Beef is relatively new to the Japanese diet. I recognize this, and I do
not expect Japanese people to consume as much as we do. U.S. per capital con-
sumption of beef is 48.1 kilograms per year (retail weight). In Japan it is
about 5.5. kilograms per person a year. However, there is evidence that the
Japanesc people 1ike beef and that they would eat more beef if it were available
in larger quantities and at more reasonable prices.

Government policies in Japan dictate the amount of beef consumed. This is
not right. Consumption should be determined by the Japanese consumer, with
beef being available at prices determined by market conditions.

1 have heard virtually all of the arguments as to why Japan cannot, should
not or will not import more beef. In efforts to develop a better understanding
the NCA has hosted numerous Japanese government leaders and farm groups. We

- have patiently listened to their concerns. Frankly, we cannot accept many of
© 7" their arguments.

Agricultural leaders from Japan tell us Japanese consumers have small
stomachs, limited calorie intake and traditional diet habits that are slow to
change. Evidence shows that Japanese diets are already changing. We believe
that consumers, and not government trade policies, should influence those changes.

We are questioned as“to‘ﬁﬂf ability to be reliable suppliers. 1 can assure
you that we consider Japan to be our most imp:itant export market. The National
Cattlemen's Association, the U.S. Meat Export Federation and other U.S. exgorting
{nterests do not take the responsibility of this market lightly. We will be
reliable suppliers.

We respect Japanese concern for food security and self-sufficiency in the
Tivestock sector. However, because most of the grain fed to their livestock is
jmported, we question the validity of this argument. )

We are particularly concerned about Japanese accusations that we are trying
to force Japanese farmers out of business. This simply is not the case. Competi-
tion from increased imports may cause Japanese farmers to become more efficient,
which many already are striving for. We believe that our exports to Japan will
£111 a need resulting from increased demand and will not displace farmers.
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Cattle people from throughcut this country continually ask why we don't
export more beef to Japan. Thev cannot understand why, when we import so many
things from Japan, we can't export more of our beef to Japan. ‘An increase in
U.S. beef exports to Japan will not totally correct our 20 billion dollar
deficit in trade with Japan. A11 I ask in behalf of U.S. cattle producers is
the opportunity to market beef in Japan in the same way we open our markets
to Japanese goods and services.

The American public may not understand all of the detail and technicalities
involved in trade with Japan., However, Americans understand that, while we
import everything from Japanese automobiles to television sets and cameras, we
are unable to export very much beef to Japan.

U.S.-JAPAN NEGOTIATIONS

Following are five points which basically encompass what we seek in the
current negotiations: .

1. The NCA seeks 1iberalization to the Japanese market for beef.
We have not discussed or released any specific figures that
we would find acceptable. We believe discussion of numbers
should be handled by the Special Trade Representative. From
a strategy standpoint, any discussfon of figures by us would
probably be counter-productive.

2. The NCA would 1ike to see the role of the Livestock Industry
Proiotion. Corporation (LIPC) substantially reduced in the
procurement and distribution of the high quality quota.

3. Any increase in the high quality quota should not come from
the aiready existing overall general quota.

4, The negotiators should be aware of and avoid any other con-
cefvable tariff or non-tariff barrier that the Japanese would
impose that would restrict or nullify gains in an increased
access agreement.

5. U.S. government officials should obtain from the Japanese, in
addition to any short term agreement, a commitment to further
1iberalize its' market and agree to a timetable for further
discussions to obtain this objective.

This past week, where it appeared the negotiations were at an impasse,
I've been asked by the press and others is the NCA upset and what will be
our next step.

Yes, the NCA is upset, frustrated and disturbed. We do not understand why
the Japanese continue to be so adamant fn their position. Their officials say
the U.S. must make more concessions, we must understand their problems. I've .
yet to see any meaningful concessions advanced by the Japanese. The negotiating
process must be give and take on both sides.
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The NCA, however, is particularly pleased with the determination expressed
by our negotiators. We have been in regular consultation with officials from
the USTR, USDA, State Department and other agencies throughout this process.

For the first time we can remember, there has been a upited front on this {ssue.
Members of Congress and particularly this committee have been especially helpful.

If the negotiations to resolve tﬁis issue fail by April 1, 1984, the U.S.
government must take immediate action against the government of Japan.

Attached to this statement is a resolution adopted by the NCA at its recent
conventfon. In this resolution we state, "Be it Further Resolved, That should
the Japanese refuse to begin meaningful 1iberalization of their market for beef
no later than April 1, 1984, NCA contact President Reagan, the Office of the
Special Trade Representative, and/or members of both Houses of Congress to
utilize whatever means available and necessary to impose an import surcharge
on all Japanese imports sufficient to overcome the present trade imbalance."

This resnlution accurately reflects the attitude of the cattle people
throughout the country. We do not believe we can continue to let Japan "have
1ts'way" on trade issues any longer.

The beef issue has become symbolic. We are the first to recognize that
increased beef trade relative to the total picture will only make a dent in
the trade imbalance. .

If the U.S. acquiesces on the beef issue, it cannot expect any successes
on the many other differences we have on trade with Japan. Although the Japan-
ese have indicated just the opposite, it simply will not happen.

There must be a strong commitment from Congress and the Administration

to resolve our differences with Japan on the beef trade i1ssue or we can expect
continued disappointments on other trade matters.

##

36-191 0--84--5
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TRADE WITH JAPAN . FT-9

Whereas, For the past decade and a half the United States
has made a concerted effort to persuade Japan to open the Japanese
economy for foreign goods, services and investments; and

Whereas, A widespread perception persists among Japan's
trading partners, including the U.S., the E.C., and others, and
not incorrectly, that the Japanese market remazins relatively less
open to foreign suppliers when compared to access for Japanese goods
and services in their markets; and

wWhereas, In the face of mounting trade surpluses with the
U.S. the Japanese refuse to eliminate quotas on 22 agricultural and
marine products which the U.S. views as being illegal and in viola-
tion of Japan's obligations under the "GATT";

Therefore, Be It Resolved, That the U.S. negotiators seek
liberalization to the Japanese market for beqf. This liberalization
should begin no later than April 1, 1984, 1In addition to liberaliza-
tion any such agreement with Japan on beef should include both the
binding of the Japanse tariff on beef at a nominal amount and the
staged reduction of the LIPC involvement in controlling imported beef.

Be It Further Resolved, That should the Japanese refuse to
begin meaningful liberalization of their market for beef no later
than April 1, 1984, NCA contact President Reagan, the Office of the
Special Trade Representative, and/or members of both Houses of
Congress to utilize whatever means available and necessary to impose
an import surcharge on all Japanese imports sufficient to overcome
the present trade imbalance.

(ADOPTED BY NCA MEMBERSHIP, JANUARY, 1984)
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Senator DANFORTH. Ms. Ruud.

STATEMENT OF ESTHER RUUD, SECRETARY, MONTANA
CATTLEMEN’S ASSOCIATION

Ms. Ruubp. Mr. Chairman, I am pleased to have an opportunity to
address this subcommittee today.

I come here to speak on behalf of the members of the Montana
Cattlemen’s Association and the Montana WIFE, We are cattlemen
and women with a proud history of growth and development in our
great State of Montana.

As we are mindful of our past, we look to a future of more
growth that will benefit our State as well as our country.

Much of the promise of this future centers on trade. Ten years
ago to suggest that Montana look beyond Kansas City or Denver
for new markets would have been unthinkable to many Montana
cattlemen. Today we look to a long-term future of developing mar-
kets that includes the Far East as well as the Midwest. We, like
cattlemen throughout America, look to Japan as the prime market
of opportunity for the 1980’s and the 1990’s; but we are frustrated
as we see the Japanese close the door on our fine product. Let
there be no mistake, our beef is the best in the world, and it is very
competitively priced. We can package or cut our beef to suit their
taste, but we simply have not had the chance to serve our excellent
beef to enough of our friends in Japan.

Mr. Chairman, there is something very wrong here. I can go to a
Datsun dealer in Billings and buy a nice little pickup truck for an
attractive price to serve my needs on the ranch; but when it comes
to offering my tasty Montana beef at a very competitive price to
the Japanese worker who made the pickup truck, the Japanese
Government says no. This just isn’t fair. We Montanans are free
traders who believe in straight talk and fair play, and we had
hoped that our word would be enough to persuade the Japanese
that they should set aside their unfair trading practices. I guess
our word is not enough.

For this reason, we Montanans believe that your subcommittee
should review all options available to our Government in moving
the Japanese to open their markets. This is the very least that we
can do, and I hope that we need do no more.

Opening up their markets would benefit not only the American
cattlemen but also the Japanese consumer and the Japanese cattle-
men, for the Japanese cattle industry cannot expect to grow if it is
so protected that there is no incentive or even necessity to improve
their efficiency. An open marketplace will give them this incentive,
and it will reduce the cost to the Japanese Government of propping
up this inefficient industry.

Mr. Chairman, I come here today with a special message and an
appeal from Montanans to our Japanese friends:

Let us grow together. Let us use trade to benefit our producers as well as our

consumers, and let us settle our problem as friends, mainly, not as adversaries. Let
us strengthen our ties by treating each other the way we would like to be treated.

Thank you.
[Ms. Ruud’s prepared statement follows:]
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STATEMENT BY MRs. ESTHER RUUD, SECRETARY, MONTANA CATTLEMEN’S ASSOCIATION
Mr. Chairman, I am pleased to have an opportunity and address this subcommit-

tee.

Today I am speaking on behalf of the members of the Montana Cattlemen’s Asso-
ciation and the Montana women involved in farm economies (WIFE). We are cattle-
men and women who have inherited a proud history of growth and development
with our great state. As we are mindful of our past, we Iook to a future of more
growth that will benefit our state as well as our country.

Much of the promise of this future centers on trade. Ten years ago, to suggest
Montanans look beyond Kansas City or Denver for new markets would have been
unthinkable to many Montana cattlemen. Today we look to a long-term future that
includes the Far East as well as the Midwest.

Montana is well poised to serve new markets abroad. With over one and a half
million head of cattle, we have the seventh largest herd in America. Our red meat
production over the last ten years has averaged more than 150 million pounds annu-
all%. Our location makes Japan, South Korea and Taiwan attractive target markets.

e, like cattlemen throughout America, see Japan as the prime market of oggor-
tunity for the 1980s and beyond. Japan’s own limited levels of aﬁricultural produc-
tion, hi%h income levels, and surplus of foreign exchange make Japan a ready
market for penetration. But we have been frustrated so far in our attempts to pene-
trate this market in a big way.

The Japanese say there is only a small market for our beef because they consider
our beef inferior, or thei' really don’t have much appetite for beef, or they don’t
have much appetite at all. This is all sheer nonsense.

We know the Japanese have been diversifying their diet rapidly as their income
has grown. We know they like our beef because it is sold as fast as it is imported.
They even sell it in their restaurants as a Kobe beef substitute. As to the small ap-
petites they claim, we have seen how young Japanese have outgrown their parents
and love American type hamburgers and other beef products in ample quantity.

So why haven't we sold more

The answer is simple. ‘I'he Japanese won’t let us. They have barriers so restrictive
they deny both their consumers and our exporters a chance to benefit from Japan’s
economic boom.

Mr. Chairman, we in Montana see something very wron? here. Our ranchers can
go down to their Datsun dealer and be tempted by a low priced pick-up truck that is
a fine vehicle. That's OK. This benefits us, and we appreciate the fruits of Japanese
}.abolr‘ The Japanese produce a competitive truck and should be able to market it

reely.

But we ranchers in Montana also produce a coma?titive product. Qur beef is the
best in the world, and it is competitively priced. We can ship boneless sirloin to
Japan and put it in retail markets for under 5 dollars a pound. Lesser cuts we can
deliver for cheaper prices, and we can cut our beef any way the Japanese want it.

That same American boneless sirloin now sells in Japan for around 15 dollars per
pound. Why? Because there is so much demand and so little supp}{', the Japanese
distributors, wholesalers and retailers can command exorbitant profits. The average
Japanese consumer, if we could find American beef available, probably couldn’t
afford it anyway,

The Japanese beef import, guota and the many other barriers the Japanese have
built up around imported beef are unfair, unnecessary, and just plain wrong.

The Japanese have no good reason to keep our beef imports out, and we have no
good reason to tolerate this. Why should their auto workers get the benefits of our
market while our ranchers are denied the benefits of theira? Why should their con-
sumers be denied the right to enjoy the best beef in the world?

We Montanans just don’t understand why our friends, the Japanese, continue to
keep our beef out. Trade needs to go both ways, or those of us who speak out for
free trade will have a harder time convincing our fellow citizens who call for protec-
tionism that they are misguided.

What can we do to convince the Japanese how strongly we feel about this issue?
We Montanans would hope that our word would be enough to the Japanese. We
have written letters to Prime Minister Nakasone, sugported efforts of national
cattlemen’s groups to break down Japanese barriers, and urged our elected officials
to use their best efforts to persuade the Japanese to change their policies.

Some Montanans favor tough measures, although man‘f' hope these will not be
necessary. We, nonetheless, believe our government should review all options avail-
able to it in dealing with the Japanese. This review in and of itself may be the
signal needed to convince the Japanese how strongly we feel.
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Mr. Chairman, we Montanans are straight forward. We believe that a good prod-
uct at a fair price should be able to sell itself. We believe in fair play, and we be-
lieve America should be a responsible member of the world of nations.

We are not out to destroy Japanese agriculture. We feel kinship to the cattlemen
of Japan, and we wish them well in their efforts to grow. But we know from experi-
ence that free competition is the catalyst of efficiency, and as long as Japanese
cattlemen are g0 heavily protected, they will have little incentive to improve their
cattle raising, slaughtering and marketing methods. A freer market for beef in
Japan may be just what the cattle industry in Japan needs to start on the path of
greater productivity. Failure to open the marketplace will perpetuate high govern-
ment subsidies, and low productively, while frustrating Japanese consumers and
feeding protectionist forces in our country.

0 iMr(.1 Chairman, I carry a powerful message from Montanans to our Japanese
riends.

Let us grow together. .

Let us use trade to benefit our producers as well as our consumers.

Let us settle our problems as friends, not as adversaries.

'Ifzt uﬁ strengthen our ties by treating each other the way we want to be treated.

ank you.
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. efficiency. 1 do not say we should in-
crease production, because supply
management is still an important con-
sideration,

Let's look at just 4 few examples. In
the ares of swine production we
nurhet 13 pigs por sow per year. On
our rescarch farm we are able to pro-
duce 21 pigs per sow per year, We -

We cannot sit back with the
idea that exporting of red
meat will be our salvation.

Dr. Darwin Britzman

complish this by pushing sows 1o pro-
duce 2 25 linters per year tather than
the national average of 1.0 10 1.8,
Once we produce the baby pigs, the

rage indieates that 28%
ach market. imagine if
you were to lose 28% of the grain
you produce on your farm between
the combing and the market place,
These losses result in the number of
weaned pigs per litter averaging only
7.4.

1 dairying, average milk produc-
ton per cow in the U.S. s about
14,450 pounds. Yet the aversge of
DHIA herds in South Dakota is 13,552
pounds, with some producing  20.000
pounds of mith per cow. Through tee
s of superior herd sises and aniticial in-
semination, nuny iy cows have the
genetie potential 1o produce more milk,
Manigenient snd nutrtion are some of
the limiting factors.

Twenty-two pereent of the beef
cows in South Dakota never produce
a marketable calf. Thirteen percent of
that loss s due to fajlure to conceive
ot carly embryonic death. An addi-
tional 9% of the calves are lost at caly-
ing or shortly thereafter, Increasing

(e o e B e ! ¢ o hrolodb b oo A -

CONSUMPTION OF
MILK EQUIVALENTS
IN U.S.

Year Biltion Lbs.
1973 113.2
1974 1137
1975 114.2
1976 117.2
1977 116.2
1978 1189
1979 1214
1980 119.6
1981 1206
1982 1225

Price of U.S. Meat in

JAPANESE MARKUP OF U.S. BEEF
Priceto Japanese Consumer ....$13.07 Ib.
Hotel Markup (30%)............$ 7.69Ib.
Retaller Markup (25%)..........$ 7.53Ib.
Cost to RetailerorHotel ........$ 6.021b,
Surcharge to Hotel or Retailer . . . .$ 5.481b.
Import Expense(5%)...........$ 4.91Ib.
25% Duty on Cost & Freight Value $ 4.681b.

Japan, Including Cost & Freight
U.S. RetailMeatPrice ..........$ 2.381b.
U.S.Wholesale Meat Price ......$ 0.951b.
U.S. Farm Price for Beef Cattle ...$ 0.541b.

..$§ 3.741b.

the ¢l crap by 5% from 78%
83% 10 South Dakota would mean an
added $24 million i gross income to
beef producers m that state  alone.
Imugine  the ampact if such im-
provements could be accompiished
throughout the industey. Some pro-

Once we produce baby pigs.
the national arerage indicates
that 25% will never reach
market.

ducers are achieving Y0% w0 95% calf
crops. Just the 5% morease lone
waould have added more than a billion
dollars to the beel industry.

Once we have the calf, we can in-
crease its weaning weight by 25w 35
pounds and improve feed conversion
by 10 to 20% with an implant.

7

Feedlot cattle have added an extra 40
t 45 pounds with similsr feed cffi-
ciency. The return on investment
with this practice is 10 o 1. Yo,
fewer than SO% of the beel producers
in the U.S. are implanting cattle.

1t is now possible that a genetically
upgraded  calf, one weighing  $00
pounds at seven to eight months of
age, could reach a slaughter weight of
1,150 to 1,200 pounds in 15-16 mon-
ths. This cun be achieved by putting
the animal on 4 high-grain ration at
sixty days post-weaning.

Those are but o few cxamples. |
consider that not as criticism but as
good news. There s hope, there ds
coom for improvement. We dre not
the end of the road and it will be up to
you young people o implement
those  kinds  of cefficiency  im-
provements.
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Senator DANFORTH. Thank you all very much.

I understand your positions to be that you are not looking for
some modest incremental improvement in Japanese imports of U.S.
beef; you are looking for a major change in the rules of trade be-
tween the United States and Japan with respect to beef, and that a
slight improvement that is negotiated between the two countries is
not going to be satisfactory as far as you are concerned. Is that a
fair statement?

Mr. DEwkey. That’s right.

Mr. Cook. Yes, sir.

Ms. Ruub. Yes.

Senator DANFORTH. Senator Baucus?

Senator Baucus. Thank you, Mr. Chairman.

First of all, I would like to thank iyou very much, Esther, for all
the great work you've done with WIFE, the Montana Cattlemen’s
Association,.the Montana Stock Growers Association, and all the
livestock groups in Montana. I think you have done a terrific job in
sensitizing not only Montanans but all Americans to the unfairness
of the present trade arranﬁsment between the United States and
gapan. You should be highly complimented for what you have

one.

Ms. Ruup. Thank you.

Senator Baucus. It has been terrific work.

I would like to ask all of you to resgond to an argument that
sometimes is thrown back at us by the Japanese. They seg', “Well,
Kou’ve got the Meat Import Act in effect in the United States, so

ow can you Americans ask us to liberalize beef trade with
Japan?” What is 1your response to that point?

r. Cook. Well, it is thrown at us quite often, but one of our re-
sponses to that is that if the Japanese would guarantee us the
same access to their market that we guarantee to supplying coun-
tries;‘ tteo our market under that law, we may not have to consider it
as often.

The other thing is: It is because of Japanese trade policies that
we have justification for a Meat Import Law, and I can go back to
1972 when Japan was a major importer of beef—100,000 tons a

ear, mostly from Australia. Because their domestic industry was
n a depressed state, much as ours was, they just arbitrarily shut
off all imports, and that meant there was 100,000 tons of beef that
Australia had to move somewhere. Without a meat import law, we
would likeli have been the recipient of most all of that beef. We
don’t feel that we should be the dumping ground for other coun-
tries’ surpluses or the solution to other countries’ problems on im-
ports of beef.

Senator Baucus. Does anyone else want to respond?

Mr. Bonp. The American Meat Institute has no position on the
import restrictions; we have stayed out of that particular fight. We
are for free trade.

Ms. Ruub. I would like to state that any imbalance of trade is
ﬁoing to hurt the entire Nation. It isn’t just the cattlemen that are

urt; our entire Nation is hurt by this. But we definitely feel that
we need to have some restrictions lifted on the beef.

Senator Baucus. As I generally understand your collective view,
it is that, if Japan and other countries were to open their markets
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freely to American beef, there would be no need for a Meat Import
Act. Is that essentially your view?

Mr. Cook. Well, your latter comment about all countries opening
their markets is something that we could sure consider. If it's just
Japan, I don’t think we could agree.

But we feel that you have got to have fair trade before free
trade, and the Meat Import Law is one of the fairest instruments of
trade in the world beef picture that there is. .

Senator Baucus. And the Meat Import Act is also counter-cycli-
cal, you know. It doesn’t even go into effect except in a narrow set
of circumstances.

Let me ask you another question. How do you respond to the
claim often stated by the Japanese that American beef is not suited
to their tastes? What is the answer to that?

Mr. Bonbp. I believe it is suited to their tastes, and I believe that
they like it. There are many reports of the Japanese returning to
their homeland with boxes of beef that they are buying in Hawaii
or in Western places, or even, I understand, there is a good busi-
ness in the Japanese area in New York department stores selling
our beef to the Japanese. They like our beef. They want more. That
is my response.

Mr. Cook. I was going to say that there is evidence that what we
do export to Japan they like very well, and they pay exorbitant

rices for it. They just simply haven’t had a chance to get a good
aste of it, really. N

Ms. Ruup. That is what I was going to say, too. According to the
figures I have, where we get approximately 54 cents a pound for
the beef here in the United States, by the time it gets to the Japa-
nese consumer it is apﬁroximatel $13 a pound. I doubt that it is
necessarily the taste they don’t like; it's probably the price they
can’t afford.

Senator Baucus. I think you hit the nail on the head; that is, the
best response is that they’'ve got a quota. The quota must indicate
that they don’t want the Japanese people to have American beef. If
the quota were not there, I strongly believe that there would be a
lot more beef imported into Japan, and the Japanese people would
be eating a lot more beef. The fact that they have the quota belies
their assertion that their own people don’t like American beef.

There is another response, too. For a short time in the 1950’s, the
quota was much more liberal, and Japanese people began eating a
lot of American beef. But then Japan started to clamp down in
order to protect its inefficient industry.

Another argument we often hear is that we in America are
making a mountain out of a molehill; that is there is not really a
lot involved here, and therefore we Americans should not be press-
ing this claim very much.

hat is your answer to that assertion?

Ms. Ruup. I think that what we really want is fair markets.
What is fair to us should be fair to the other person. I know no one
can go and look to Uncle Sam always to take the excess supplies.
We can’t continue to do that without also being able to get rid of
some of ours. And I think it is just a matter of good economic
policy that we should have a balance of trade.
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Mr. Cook. We have acknowledged that the beef issue has become
somewhat symbolic, and I'm sure that in relation to the total it is
rather insignificant, especially with the trade imbalance.

But to the cattle industry, it is significant, and it does represent
opening up a door to a new market and expanding that market. So
whereas we may recognize that there are a lot of people interested
in beef right now and wonder why we are taking so much attention
on beef, we lock at it as a big issue to us for the potential market.

And in addition, as I stated, it is symbolic, and somewhere I
think we have to draw the line with the Japanese people on all of
these other trade problems. We would just as soon see it started
with beef.

Mr. Bonb. Senator, our industry feels very restricted in its abili-
ty to sell beef to Japan because of the fact that they have quasi-
government agency, The Livestock Industry Promotion Corp.,
which buys 90 percent of the beef that we sell to Japan. They buy
it based on their specs and their desire for cuts of beef, and so
forth. They mark it up tremendously, 200 percent, and also add a
tariff on to this. They use the profits to subsidize their own beef
industﬁy, and as a result we feel this is very, very restrictive.

We desire the one-touch system; in other words, sell directly to
the wholesaler or the ultimate user in Japan. This is what we
would prefer doing. If we could do that, we are sure that they will
like our beef, and they will buy more of it. This is why we’d like to
go directly to the wholesaler in Japan. Currently we can’t do that.

Senator Baucus. Well, I appreciate that, and I think there are
other Senators who will have more questions to ask.

Your response reminds me of an incident that occurred just a
couple of years ago. I was speaking about trade to a group in Mon-
tana. I made the point that American’s have just not been standing
up for our international trade rights. When the meeting was over,
a man walked up to me and introduced himself. He was an Austra-
lian journalist.

He said, “Senator, I want you to know from my personal experi-
ence that you are absolutely right: You Americans have just been
too nice. You just haven't been tough enough.” I don’t want to
overgeneralize, but, coming from an Australian, a statement like
that seems to confirm that Americans haven’t been asserting our
rights vigorously enough.

And that is the main point of this hearing. We have to stand up
for our rights, file a GATT complaint to vindicate our rights, and
maybe Japan will agree to a more reasonable agreement.

hank you very much. I z}gpreciate your being here.

Senator DANFORTH. Leo Durocher said, “Nice guys finish last.”

Mr. Cook. Yes.

Senator DANFORTH. Senator Bentsen?

Senator BENTSEN. Mr. Chairman, I think the point about Ameri-
can beef not being suited to Japanese tastes is of course ridiculous,
obviously, since it is suited to the tastes of Korea and Taiwan and
Hong Kong, and I doubt that the size of their stomachs is that
much different.

In addition to that, let me say that when they talk about restric-
tions on beef coming in here, our limitation on beef is about 7 per-
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cent, and that is on a countercyclical basis. We are the major beef
producer in the world.

Let me say to you, Ms. Ruud, I think your analogy is just superb:
When you talk about Sgoing down and buying a Japanese pickup at
a dealershigein your State and taking it out there on the ranch to
raise your beef, then you can’t turn around and sell the beef back
to the workers in Japan, it reall{ doesn’t make much sense. I ag:
plaud you on that analogy, and .I'll use it many times—and pro
ably give you credit the first time or two. [Laughter.}

Ms. Ruup, Thank you.

Might I add to that that it would take approximately our entire
calf herd to purchase a pickup truck with the prices we receive. In
fact, I think I have the slips with me to show anyone who would
like to see what we received for our entire calf herd, and that’s our
whole year’s wages for the year from our cattle. However, we do
raise wheat, too.

Thank you.

Senator DANFORTH. Senator Long?

Senator Long. Of course, my thought about it all is that it is a
farce to do business the way we do, running $100 billion trade defi-
cit, when other countries find ways not to uK from us, and the
Japanese buy from us only as a last resort—if they can’t get it any-
where else, they buy it from us.

Now, the Japanese came to me and explained why they wouldn't
buy American beef, They said, “Well, Senator, you ought to under-
stand, first, that if we bought more beef, we wouldn’t buy it from
the United States, we'd buy it from Australia.” And then, second,
they proceeded to explain how it is better for their people not to
eat more beef anyway, better to get their ¥rotein out of soybeans or
out of fish, better for their health, and so forth.

I didn’t have an answer to-all of that; I had to think about it
some. And after I thought about it, I thought that, it should be left
up to the Japanese people to conclude whether they want to eat
more beef; that if they would let us send it in and set a reasonable

rice—set up a bunch of McDonald’s and Wendy's and Burger

ing’s there—I bet we could lius:t sell lots of it. At least the McDon-
ald’s people are certainly willing to try that, and I have no doubt
that they think they can sell lots of hamburgers. They are already
selling some over there. So, one, we could sell it.

They have found all these ways to keep our product out. There is
a company doing business over in Japan that would like at least to
W to see what it would cost to bring American beef to Japan,

hen they tried to get a carload of it to Japan, a person in the
company told me, they just couldn’t get it to Japan in any kind of
way—the Japanese found enough impediments to put in the way
that the beef just couldn’t get in there. So they never did find even
what the differential was.

But if we did what I think we ought to do, we would take the
view, “Well, we can’t afford to run these huge deficits, so we've just
got to put quotas on those Japanese commodities. Now, to the
extent that you buy from us,” we should say, “we will buy from
you.n

Although you have never heard me say this before, some Chinese
from the mainland came by to visit me one day, and we had a nice
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vxs.zlt. And after they left, the Japanese came by-—the same day. I
said:

Well, I have figured out how to solve the trade problem, how we can pay our way.
Instead of buying all of these commodities from the Japanese, we ought to do the
same thing for the Chinese that we have done for you, just ship them the plants to
show them how we do it, and turn them loose to improve on our methods if the
can, and then we can buy from them and they will buy from us. I would think wit|
beef, for example, that you could make a reciprocal even-Steven deal, where the
United States would buy the same amount from the Chinese they buy from us, just
a balance, and we would benefit and so would they.

The Japanese said, “Oh, but you wouldn’t want to trade with a
Communist country.” And I said, “Well, ordinarily not, but we are
going broke trading with you. We would like to stay in business.”
[Laughter.]

Senator LonG. One thing about trading with a Communist coun-
try, they understand there’s no love in it, but we aren’t doing it
because we love their fovernment, or anything of that sort; we are
doing it for our mutual advantage.

And I don't think the Japanese are going to do much to cooper-
ate until we start acting unilaterally, and say: “You can’t put all of
this stuff into our market unless you buy from us.”

Now, the Japanese would like to say that reciprocit‘y violates the
GATT and free trade, and all of that. My reaction is, “Well, whoev-
er said that the Japanese were doing business on a free-trade
basis? They have found all kinds of ways to beat the game.” But
the United States has never signed up as being for free trade. This
idea of reciprocal trade was sold back when Franklin D. Roosevelt
was President and Cordell Hull was the Secretary of State, and it
was sold on the idea that this was going to be reciprocal and it was
going to be fair. And frankly, I don’t think it is either one, and I
don’t think the American people think it is either one, certainl;/
not all the people losing jobs or people who are producing and can’t
sell over there while the Japanese sell us their commodities. :

If it is not reciprocal and it's not fair, I just think we ought to
see to it that it is, because all these people preach and talk free
trade and then they don’t practice it. The Japanese are certainly
not practicing it where we are concerned.

Thank you, Mr. Chairman.

Senator DaNForTH. Thank you very much for being here.

Senator Baucus. Mr. Chairman, I might note that a distin-
éuished member of the Japanese Diet is in the audience today, Dr.

hikara Higashi. Dr. Higashi is extremely interested in United
States-Japanese relations, being the only Diet member who has
earned a doctorate from a U.S. university. Dr. Higashi is not onl{ a
friend of the United States, but also a tough negotiator on behalf of
his constituents. I hope that he and the members of the Japanese
press who are here today tell the Japanese people how stron%ly
Americans feel about the beef issue. I also strongly hope that Dr.
Higashi urges Japan to do what is right: To open up liberalized ag-
ricultural trade with the United States.

Senator LoNG. If I might make just one final statement: Senator
Herman Talmadge used to serve on this committee. He went over
to Japan and saw what was going on, and when he got ready to
leave they asked him about the matter, and he indicated that he
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didn't think it was a very good deal for us. They said, “Well, then,
are you critical of the Japanese, that they are not lettmg us sell
more commodities than Japan?”’ He said, “Oh, no. I don’t criticize
Japan that they are putting the mterests of the Japanese people
first. What I criticize is our Government, that we are not looking
after our people the way they are looking after theirs.”

From my point of view, and I think from the point of view of
most of us, we want to trade with Japan; we would enjoy having
more trade with them. We just want it to be even. We want for
them to buy from us just as we buy from them. We want to pay our
way.

Here we are, the richest Nation on the face of the Earth and we
are told that we are getting ready to become an international
debtor, with us owing all these poorer countries money as opposed
to all the poor countries owing us. Here we are, borrowing the
money that should be used to develop poor countries—borrowing
their money. They ought to be using that to develop their coun-
tries, and we ought to be using our own money and credit to devel-
op ours. Borrowing their money, running a deficit in international
trade, and we ought to be the lender.

A wealthy nation like we are, that has not lost a war since
Hector was a pup. The last one I can recall losing is the Civil War
to somebody—you people up North—but aside from that——
[Laughter.]

That’s been 100 years ago. But this Nation ought to be able to
defend the almighty dollar, and not borrow it from the whole wide
world in order to get by.

_ Thank you. "

Senator DaNForTH. Thank you very much, .

Senator Baucus. Mr. Chairman, I also have som€ Ietters thﬁ%
would like to include in the recoid.

Senator DANFORTH. The hearing is adjourned.

[Whereupon, at 10:44 a.m., the hearing was adjourned.] .

‘ l[lSen?wr Baucus’ letters and statement submitted for the record
ollow:
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HUHEICE D AN AT 1IAIIMAN

PN PACKWORD, O . 0 LR LA,
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i
i AWniled Hlales DHenale

AR 2 MITCHY L, MAING .
SIEVEN 3. LYMBS, 11740 DAV RYUIL, ANK, COMMITTEE ON FINANCE
CHAIKES | BHALLLTY, IOWA WAUHINGTON, D.C. 20510
July 14, 1983

The Honorahkle Yasuhiro Nakasone
Prime Minister of Japan
Tokyo, Japan

Dear Mr, Prime Minister:

We are writing to urge you to give high priority to the issue
of restrictions on Japanese imports of U.S. beef..

The current quota for lhigh guality beef allows us to export
to Japan only 10 ounces of beef per-consumer per-year. Also, U.S.
beef costs wmore than twice as much in Japan as it does in the U,S.

This quota may seem like a rvelatively minor issue., But it is
not; together with other restrictions, it has come to symbolize the
impact of foreign agricultural protectionism on America's economy.

for many years, Senators frowm states with significant
agricultural constituencies have been among the strongeast advocates
of free trade, We have argued that a system of open markets based
on comparalive advantage serves both the U,$., and ils trading
Topartners well, Tt is very lmportant to us that Japan help maintain
that system by removing barriers to U.5. beef.

We do not want to destroy Japanese agriculture, All we want
is a chance to develop a new wmarkel for the high-quality beef that
has nover been a substantial part of the Japanese diet.

This also is a question of rairness,  The U.8. provides open
access Lo almost all Japanesc products. Although we vecognize there
may be occasional adjustment problems so severe as to require
temporary restraints, we have attempted to resolve these problems in
the spivit of Mree troade, ’

We call upon the Governmont ol Jdapan to join us, in that same
Spivil, B0 reachiog o new agreoment Liborabizimg Ehe Ereatment of

Aoy ican boet,

Sincorely,

Signature tage Attached)
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W EMBASSY OF JAPAN
{,//;;i“{)\;'j 1983 0CT 171 PH12: 27 WASHINGTON, D. C.
NN %

October 13, 1983

Dear Senator Baucus:

: I read with concern your statement introducing
a '"sense of the Senate resolution insisting that Japan
dismantle its non-tariff barriers to beef imports."
Your view on Japan's beef imports has aroused my fear
that this single issue may be given too much weight in
the overall Japan-U.f. trade and economic relations.

The criticisms you raised vis-a-vis a number
of points in my speech might be different if you would
examine what I meant in an overall context, I will
be glad to talk point by point with you if there is
such an opportunity. But I now feel it urgent to seek
. your understanding on the following points.

First, with respect to your statement of a "double
standard," I would like to say that in every country,
agricultural problems are politically sensitive, and
it is a reality that we cannot treat agriculturel
trade in the same way as industrial trade, All of
us are aware of the fact that a%ricultural problems
cannot be solved on the basis of an economic rationale
only; whatever their justification may be, import
restrictions in the agricultural field are hardly
rare in world trade. Furthermore, GATT itself admits
there i1s a degree of distinction between the
agricultural and industrial sectors,

Secondly, Japan does not intend to exclude beef
imports as strictly as your statement of 10 ounces
per capita would indicate. Japan is seriously groping
for the survival of the small cattle industry it has.,
As you know, Japan has only 4,5 million head of
cattle, about half of whicz is comprised of dairy
cattle supplying fresh milk to 115 million Japanese
people, compared with 10% in the U.S.A. Considering
this small number of dairy cattle in relation to the
whole Japanese population, you will understand the
difficulty of ouwr situation in that the reduction
ol Japanesce catlle would cause sevious damage Lo our
supply source of both meat and fresh milk. Tven now,
we import 139 thousand tous of beef, abour 30 of
our consumption, including 36 thousand tons [rom the
U.S. 1If we count this import in terms of .the number
of cattle, it is equivalent to 750 thousand. Nevertheless,
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we are seriouslz considering an increase in our beefl
imports, with the expectation of an increase in our
domestic consumption. If we "dismantle our non-tariff
barriers to beef imports' altogether, whatever cattle
industry we have would be forced to fade away. I am sure
that it is not what you are expecting of Japan. A
political reality is shown in the fact that even though
the U.S. has as many as 118 million head of cattle, the
beef imports restriction is to be triggered by the 7%
level of total domestic production, meanwhile Japan's
import percentage is 30%Z. I hope that you will understand
the seriousg impact of the elimination of quotas on our
domestic beef industry.

Thirdly, we maintain that Japan has not refused to
make reasonable concessions, although they are contemplated
within the framework of import quotas. We will continue
our endeavors to find a mutually agreeable compromise
so that the matter will not become a more serious issue
in our important bilateral relations. It is my sincere
hope that the U.,S. side will also explore realistic
golutions in the current negotiations.

I am resolved to do my best to attain this goal of
mutual accommodation., In the meantime, let me express
my sincere hope that we will have the support and
cooperation of you and your colleagues in the Capitol
to this end, which is vital for a strong and enduring
Japan-U.S. relationship.

Sincerely yours,

«/@JW%\QM“J

Ambagsador of Japan

The Honorable
Max S. Baucus
United States Senate
706 Senate lart Office Bldg.
Washington, D. C. 20510
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MA&(Oﬁmﬁus ity
MONTANA TOLL FREE NUMALH
1-400-222-810¢

Anited States Senate

WASGHINGTON, 0.C. 20810

October 31, 1983

Honorable Yoshio Okawara

Ambassador of Japan J
Embassy of Japan

Washington, D.C.

Dear Mr. Ambassador!
I was pleased to receive your October 13 letter.

I share your goal of "a strong and enduring U,S.-Japan
relationship." That kind of relationship enhances our mutual .
security. And it means our consumers get better products and

our producers get wider markets. .

Montanans are developing what we think is a special
relationship with Japan. More than ever before, we have been
engaging in economic and cultural exchanges. These exchanges
havg convinced us of the importance of increased U.S.-Japan
trade.

However, as you know, increasing bilateral trade between the
U.S. and Japan is not easy, We currently face trade disputes
over beef, specialty steel, cars, semiconductors, industrial
targeting, telecommunications procurement, exchange rates, and
citrus.

The only way to keep these disputes from overwhelming us is to
maintain our basic commitment to free trade. We must try to
resolve each dispute consistently with that commitment.

It must also be clear that free trade is a two-way strect. The
beef issue is a significant example. As you say, some GATT
provisions distinguish between agricultural and industrial
trade. You also say accurately, that Japan is our most
important export customer for beef and certain othev
agricultural products. And you say that the American economy
is not a pure free trade econony.

Bul none of these points answer the Lwo key gquaestions aboal
Lthis specilic issuc: whether Japan's barriors against booef
imports are inconsistent with a basic commitment to frec trade
and, if so, how those barricrs should be dismantlod,

1o answer these questions, let's look at the record.

BilLNGY Dozman Bure GARAY FALS Hosrwa Mitsunia
1400} 067-4790 (400)$00-0104 1400} 212-0£700 1406) 7011874 1400) 417 L300 Gt b a12d
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Page Two

Since 1960, overall Japanese consumption of meat has risen
sharply, from 5 to 22.5 kilograms per capita per year. But
the consumption of beef has risen much less than the
consumption of pork and poultry. One main reason: barriers
against beef imports. As John Longworth writes,

" [Japanese] beef production has not been able

to achieve the remarkable gains in productivity
which have characterized the devlopment of the
poultry, meat and pork industries...Of course,
additional supplies of beef could have been
imported, but the Japanese Government has
elected to restrict imports and allow the strong
consumer demand to push the price of beef up
sufficiently rapidly to cover the increased
costs of domestic beef production."”

However you look at it, Japan's quota, tariff, and LPIC pricing
barriers are inconsistent with the basic principle of free
trade. And they reduce the incomes of U.S, cattlemen.

What impact does this have? As you say, "agricultural problems
are politically sensitive." Here, as well as there. To be
more specific, keep in mind Congressmen from agricultural
states have been strongly committed to free trade., We've
generally resisted protectionist measures, including ones
directed at Japan. But if Japan's barriers against beef
imports persist, our commitment may waiver. We may be '"nable
to convince our constituents, for example the people of major
beef-producing states like Montana, that Japan, too, maintains
a broad commitment to free trade. In that case, agricultural
support for America's commitment to free trade may
disintegrate. That's why the beef issue is important,
substantively and symbolically.

And that's why I introduced S. Res. 225. I wanted to remind
U.S. negotiators, and indirectly Japan, how important the beef
issue continues to be,
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My earnest hope is that the issue will quickly be resolved, so
that American cattlemen can increase their sales to Japan,
Japanese consumers can buy more and cheaper high-quality U.S.
beef, and our mutual commitment to free trade can be affirmed.
Then, further legislative action on the beef issue will be
unnecessary, and we all can turn our attention to the other
important measures that are necessary to further improve the
U.S.-Japan reiationship and further increcase U.,S.-Japan trade.

With best personal regards, I am

Sincerely yours,



EMBASEY OF JAPAN
WABHINGTON, . C.

Novamboyr 21, [983

Dear Sopator Baucus:
Phank you for your letter dated Octobor 31,

I appraeciate your continued interest in tho Japan-u.S.
trade relationship and would like to work wilth you so that
we can continue our efforts to promote the trade betweoen
our two countries,

As you mentioned in your letter, Japan as woll as
the U.8. is committed to free trade system as it has e
vital interest in the international trade. What I wanted
to reiterate in my letter was that ag:ioulture has a special
political background in any country including the United
States against whioh the government is bound to give some
kind of proteotive measures. But we very much hope that
thore will be subatantial expansion in agricultural:trade
between our two countries, As you khaw, Japan has boon
improving the access of the U.8. agricultural products
to its market. The same consideration applies to tha boof
import which is now undor negotiation.

Lot me agaiﬁ express my sincere hope that, with your
understanding and cooperation, we will come to a mutually
satisfaotory solution saon.

8incerely yours,

—

) oshio Okawara
. Ambassador of Japan

The Honorablo
Max . Haueas
thriled Shalan Senata ,
06 Sonatae ot QFvice Bldy, !
Washington, B, C, 20510
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WASHIIGTON ¢

MAX BAUCUS 1202) 234-30%1
MONTANA WONTANA TOLL FREE RGNS
14003334130

Rnited States Senate

WASHINGTON, D.C. 20810
December 19, 1983

Yomiurd
973 National Press Building
Washington, D.C. 20045

Dear Sir:

I am a United States Senator from the state of Montana, The
pesple of my state believe that we are developing a special
relationship with Japan. We are convinced it is vital that
this relationship and America's overall relations with Japan be
strengthoned.

I am writing to you at this time to make an urgent appeal to
+he government and people of Japan concerning an issue of major
importance to both of our ocountries--trade.

Japan and the United States are the two largest economiss in
the free world. Trade between our countries this year is
expected to top $60 billion (14 trillion yen), The flow of
trade, however, 1is not even: two-thirds®consists of sales from
Japan to the U,3., while only one-third flows from the U.S, to
Japan. From our perspective, this means a trade deficit of $18
billion (more than 4 trillion yen) this year.

Nevertheleas, the United States gives broad access to the
products Japan produces competitively. * We believe in free
trade, But free trade is a two-way street; to succeed it must
be reciprocal.

Many Ame:icans now believe that free trade between the U.S, and
Japan is not reclprocal, Japan does not give our competitive
products the same treatment 1t receives from the U.S, is
perception has fostered calls for American protectionism that
may endanger the trade that blinds us together,

The people O Montana, like other Amerlcans, need to be
convinced that Japan maintulns a commitment to tree trade,
Montamuns would Like Lo export to Japan more ol' the products we
produce well tn our state, tneluding owe high gualliy beer,
Japan ls already Lhe lavgest customer [for American boel’, and we
ave pleasad Cthal Lhe smooth flow ol beel’ exports from America
has Leen establishoed,  Butb iU Is ouly a beglinlng., We would
ke o du more, we would Lilke Japanese consumers to benet'lt
from our products the same way we benefit from yours,

Mia ond

1AM et FALS Hutna
vies (00} 449-5400 [LE R

Uniwes bure g
(400) OL7-0790 HOB oL IVE 1406) 702-0700 LRI
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Beef prices are high in Japan., A kilo of American beef in
Japan costs more than twice as much as in America., Why?
Because restrictions on imports, tariffs, and pricing barriers
limit supplies and push up costs, The Japanese consumer pays
dearly for beef that 1s not always easy to rind.

The Japanese government tells the American government that
agricultural issues in Japan are too politically sensitive to
open up the wmarket for more imports, I would like the Japanese
people to also know that the American people are just as
sensitive, if not more so, about agrioculture,

But there is a difference between our agricultural producers,
Our agricultural producers are strongly committed to free
trade., Whenever o1e group or another in America calls for
protectionism, they have led the opposition to these calls,

I and other Congressmen from agriocultural states have also been
committed to free trade. But if Japan's barriers against our
beef are not removed, our commitment may weaken, We believe in
a fair deal for our products just 1ike yours, This is all we
ask. We do not want to adopt a protectionism that will harm
both of our countries, but we may be forced to do so if the
Japanese government does not convince us that it is committed

to free trade,

Your recent democratic elections are a great tribute to the
Japanese people, IFurthermore, they underscore the democratic
traditions that our countries share, Now that the elections
are over, I hope you will turn your attentlon to improving the
trade relations which also bind us together,

I firmly believe the beef negotiations are an essential part of
that eftort. Your nation's willingness to remove barriers to
lmported beef will go a very long way to lwmproving relations
between our two great countries.

Sincerely,

///tf//}/_..! L

8
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MAX BAUCUS 201 224-2484

MONTANA .
MONTANA 0L FTI NUMDL

%Inittd ﬁtﬂtz 5 ﬁmﬂtl 19903319108

WASHINGTON, 0.C. 20810
December 20, 1983

Ambassador Mike Mansfield
American Embassy of Tokyo
san Francisco, APO 96503

Dear Mike:

Despite the long Senate recess,/we are not slowing the pace of
activities in our office. Many of these activities involve trade,
and one in particular ventars on Japan: the beef imports issue.

I have asked the State Department to cable this letter to you so
you can be fully informed of what I am doing.

I have waited until the elections were held to launch a new effort
on the beef issue. Now that they are over, I believe it is important
that we move quickly and forcefully.

Yesterday I sent a letter to the editors of three Japanese dailies --
Asahi, Yomiuri and Mainaohi ~- in an attempt to publicize our message.
That letter is attached.

I also sent a letter yesterday to President Reagan which I am enclos~
ing.

This morning I met with Japanese Embassy officials to inform them of
my actions, I gave them copies of the Reagan letter and the "Letter
to the Editor."”

Shortly after my meeting with the Japanese Embassy officers, I hel~
a press conference with Japanese media reps in Washington., Prior -=c
questions and answers, I delivered a short statement, the highlight cf
which was an announcement that I currently plan to tie my vote on
domestic content to success (or lack thereof) in the beef negotiatic-~:

the decision to tic my vote was made only after careful considera%ion»
1 believe it will drive home to the Japanese the importance of dis-
mantling barriers. It will also convey the messaage that the votes

of free traders from slates with aaricultural constituencics are not
automatic. AL you know, Montunans sLill support free trade, but thev
and others wanl their rvepresentatives to make it clear Lo our trading
partners that froe trade must qo both ways.

Onines Uoltuan e Gneay Fatne [LOTY Asiouia
1400) 067-0700 (400) 6¥0-0104 400) 702-8/00 [ RINTIN 1i00) 140-0400 10w 220-0123
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I intend to continue pressing hard on this issue until it is resolved.
I believe strongly that a successful agreement will pave the vay for
a renewed commitment to free trade by both of our countries, and
for a more mature relationship overall.

3 . ad
The setback that .the LDP experienced in the recent elections was a
surprise to many of us in Washington. I suspect that the Japanese
will use the election results as a reason for foot-dragging on irade
negotiations, 1In order to prevent this from occurring, I decided to
go forward with.my campaign to dismantle the. Japanese beef barriers
stressing that U.8., ~. Japanose trade xelations transcend politics
and irdividuals. e e o

[ e I T Y R
I would appreciata rany.-thoughts you have on, the recent elections and
where the Japanese are headed. I will keep you up to date on my
program. - Please let  me know .if there is anything you believe. that
wae. 1n Congress can be doingtto ‘be more.supportive of your mission's

efforts. IR (I TR RV NI

Enclosed is a "I have a beef with Japan" button which I will be
wearing until che iasue is. resolved. ¢t v .o

.

Wanda and I send our warmest personal wishes to you and Maureen for
a Merry Christmas and Happy:New Year, .. .. .

Sincerely,




AMBASSADOR OF
THE UNITED STATES OF AMERICA

500 N -5 TOKYO

December 27, %83

(%
=z
1\
The Honorable Max Baucus o
United states Senate T
. Washington, D. C, 20510 ) &
Dear Max: )

Thank you for your letter via the State Department,
which I was very happy to receive, and also the copies of
your letters to the Japanese newspapers andALo President

Reagan—

In response to your request about the recent elections,
it appears that the Prime Minister, after the LDP suffered a
heavy loss at the polls, has been able to bring about a
consolidation with middle-of-the-road opposition groups so that
the election number of 250 has now been raised to about 268,
This will give control of fifteen of the eighteen committees
to the LDP, The other three must be shared with the opposition,

Last evening the Prime Minister announced the appointment
of a Cabinet which will give him the instrument through which
to work, but lcading up to it, there was a good deal of opposi-
tion from within the LDP itself, It remains to be seen whether
those selected can carry the considerable political water to
continue to open trade doors. We have been continuing our
quiet approach and now that the Cabinet has been announced we
will step up our efforts,

Specifically on beef, the political resistance in Japan
is Wost strong. For this phase of our access efforts, our
policy has been to apply firm, persistent pressure and allow
the Japanese politicians to draw the final line beyond which
lies cwusr=ain political suicide., With the outcome of the
alection, it is quite possible that the final line has been
advanced. Not surprisingly, a prominent agricultural Dietman
who publicly opposed beef and orange imports at the expense of
U.s.-Japan relations fared well®With his constituents, Con-
versely, a more internationally-minded senior agricultural
Dictman was dercatoed, R

Progress will be tough and will require keen management
on our part., ‘he LDP's margin has been this thin before and

T
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we have still made progress, The landmark 1978 beef and
citrus agreement is an example. I doubt that we will achieve
results on this round that are as dramatic as those were at
that time, but there will be a later round. We are approach-
ing the end of the 1978 agreement. If we are not able to make
acceptable progress there is the GATT option., I do not know
how the U.S. livestock industry would feel about having no
fixed commitment from our largest beef export market if we
took the GATT option.

Last year the Japanese imported 62.1% of all the beef shipped
abroad by the United States., It was all high-grade, high-priced
stuff, We anticipate the figure for this calendar year will
reach 63% and we hope to. continue that advance at a faster
rate in the months ahead. Incidentally, it is my understand-
ing that if all the quotas and tariffs on approximately 13
agriocultural products, including beef and citrus, were removed
it would mean about a $500 million to $600 million dent in our
trade deficit with Japan in the short term and perhaps one to
three billion dollars by 1990 if we are competitive.

I would hope, in addition to increasing our beef imports,
that it would be possible to work out an arrangement to ship
surplus Alaskan oil and gas to Japan and East Asia. The oil
now goes down the West Coast through the Canal up to the Gulf
Coast at a cost of about $5,50 - $5.60 a barrel, whereas we
could ship in oil from Mexico at around 50¢ a barrel. If an
arrangement could be worked out tc ship surplus Alaskan oil
to Japan and East Asia, it is my understanding that it would
reduce our deficit by about $3 - $4 billion in the short torm,
although I recall the figure of $6 billion being used in a
Business Week article some weeks ago.

At the present time, Nakasone will not have the flexibility
and freedom of movement that he had because of the LDP's set-
back at the polls as he will be hemmed in somewhat, and while
his authority will remain, his options to achieve what he
desires in defense and in opening up the Japanese market will
be circumscribed to a degree. However, as I have indicated,
we have been in difficult situations before, and I must say,
that has been the norm during my 6% years in Tokyo. 8o far
we have been able to cope with our difficulties and it is my
belief that with a little patience and understanding at home,
we will be able Lo work out reasonable agreements in the months

ahead, .

I think also, turning back to the question of beef, ‘that
the American beof industry ought to become more export conscious
and make greater efforts, not only in Japai bul throughout
the world, to expand our overseas shipments. As I recall, the
only beef we export is the high-grade stuff and as far as low-grade
beef is concerncd, we import a considerable amount under the law
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from Australia and I believe New Zealand, It is a difficult
problem for the Japanese Government, and especially the LDP
which depends upon the farm bloc for survival, to face up to.
I am confident, however, that the Prime Minister will do his
very best to open the Japanese market as much as possible,
Hence, the need now to give the Prime Minister” a little more
flexibility, a Little more time and, on our part, a little
more patience.

I hope the above will be of some use to you in response
to your request to me to express my thoughts. . In the mean-
time, Maureen and I send our best personal wishes, as always,
to you and Wanda for a happy and peaceful New Year.

Sincerely yours,

ot hmffit
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December 29, 1983

Readers' Forun
MAINICHI DAILY NEWS
6-20, Dojima l-chome
Kita-ku, Osaka 530

To the Editor:

With the letter of Senator Max Baucus (MDN Dec. 29) showing just the tip
of the iceberg, Japan's cattle raisers are on notice that they will have
to shoulder the responsibility for the disaster to Japan's economy that
will come with protectionist laws in the United States. Max Baucus, as a
senator from one of the big cattle producing states, knows only too well
what can happen to Japanese exports to the U.S. if Congress votes to cut
imports on a reciprocal basis.

In my letters in the past I have stressed this point over and over again
with an appeal that somebody do something here in Japan before it gets
too late. Japanese farmers and, as well, Japanese government leaders are
obligated to recognize the damage they will cause if they do not ‘take a
realistic and practical look at the threat that is facing them. Having
scen what has happened in just the large motorcycle business, Lhe aulo-
mobile industry should take up the cudgel and do something to prevent
auto exports from being severely curtailed if Japanese farmers don't do
something to ease this situation. The farm bloc in the U.S. has little
sympathy with protectionist legislation but it will readily side with
Michigan and other states which have been hit with unemployment in their
auto factories.

“Having travelled in all of the cattle and farm states, I would recommend

that a group of farmers, cattle raisers, ‘and government bureaucrats pay
an extensive visit to those areas in the U.S. to find out just how the
people feel. They should also visit the areas depressed by unemployment
due to imports from Japan. If that doesn't wake them up, then the empty
stomachs they will soon experience will certainly jar them out of their
dream world.

As an American living in Japan l'or almost 20 ycars, | don'l want to see
protectionism anymore than the Japanese do, but unless someone takes the
lead in correcting the trade imbalance-~-without recanting the ridiculous
thinking of that exccutive managing dircctor o o presbipiom communico-
Lion company--a disasler of huge proportions will rall on Lhe commercial
arca of Japan, .

Onee betore Japan underestimted the will off e American people, Let's
nol have §it happen apain.,

e

Sinc‘urcly..

Sl (gl (e

Milton A, Sanders

(Disk 5; BAUCUS)
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3-9 Shirakawadai 7 chome H503
1904 JAN -9 AN I0: 1 2Sumaku T654 Kobeshi
Japan

Senator Max Baucus
Senate Office Building
Washington, D.C.

Dear Senator Baucus,

I read with interest your open letter to the Editor of the Mainichi
Shinbun. It was printed in the December 29th edition of the paper,
and concerned the issue of free trade. I would like to take this
opportunity, if I may, to address some of the concerns you expressed.

1 should explain that I write to you now as a resident of Japan, but
an American citizen. My hushand is Japanese, and employed in the
import~export field. Moreover, he and his family are all of the
samurai class and highly educated, many of them have lived abroad in
both the United States and Furopa.

I want the American public to understand exactly what is happening
here in Japan, because, due to the increasing trade imbalance, it very
much affects their own lives.

Japan is, before anything else, a fiercely ccmpetitiye trading nation.
Whatever the motivation for that fierce compevitiveness, it is a reality,
and it is essential to keep that in mind while choosing to assess the
trade imbalance problem. Japan is also very protective of her own
gociety in general and her industries and egriculture in particular.

I am, in fact, enclosing other articles which appeared in the Mainichi
during the past few days. BPEach day brings a new onslaught of much of
the same. The overall picture painted for the citizens of Japan is
that of a nation superior to its trading partner, the U.S., in all
ways. The news from the west that filters in here is of a nation

and an economy on ils last legs, desparately needing the help of
Japan in order to survive,

But, of course, this is not true, as most Japanese leadors are aware.
llowever, the image is a satisfyiug one, and one which Lhey actively
reinforce. With an air of arrogance and smugness, they do not

boliceve that Lhe Amorican Consress will cver roally have the sula to
impoge trado resterelions. The situation reminds me of tyo Trtite boyn
who want to gee a baseball asame, hal io brdden Crom vied by a Latl fenee.
At last Lhey seom Lo asgree thal they will each see halt of Lhe wune
standing on the shoulders of the other. lHowevor, it sceems Lhe tiest boy,
once on Lop, has clected Lo utay there at thoe expenge ol the other. Mo
saes 1o reason Lo compromise, he is on top. And he sbronsly belicves
that the other boy, who is senerous by nature, uwill not simply vull out
from under him.

But that liltie boy, just like the Japanese, is takine an unfarr
advantage ol Lthe situatjon and the shoulders upon uwhich his advantase
restg.  Thal is the truth of the situation thal they will ecloak in many
smiles and bows aud ofters of studies (vhich will vake years Lo conduct),
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That the American people, and especially the U,S. Congress fail

to realize this is nothing short of an incredible naivete. Tokyo

does not act, Senator, it reacks, It will not improve the trade deficit,
which is a surplus to them, and one they are proud of. They will not
heed American arguments about fair play, they do not play by the same
get of rules. Please understand this for what it is, in light of all
the statistics and information you can get your hands on.

The Japanese people here are bshind their government. What you seem
to be referring to as the recent democratic elections, underscore

very little more than a rejection of Nakasone. Not Tanaka, whom many
believe was simply prey to a C.I.A. inepired set-up. Tanaka himselfl was
re~elected to the parliament with the largest majority of the election.
For years the propaganda has seeped through this culture, Americans
don't want to export to Japan. I have heard that from so many people,
in so many walks of life that I still find it incredible that it isn't
actually in some public school textbook. We want American products
they will say, but Americans just don't want to accomodate our market.
And, Senator, they believe it. They believe that American beef is

not high quality, the poorest peddler in the street will tell you

that much. It may be cheap, they say, but, ours is ten times more
delicious. Well, as a matter of faot, I have tasted both, and they
are about the same in flavor and texture, with the notable exception
of Kobe beef, which is tremendously more expensive than the other

beef here. But that is all irrelevant, and that is because it is what
the vast majority of Japanese believe. And they most definitely act

on what they believe.

Which leads me to the "democratic traditions that our countries share.”

Could you be a little more specific, sir? This is a country with a

history of 2000 years of feudalism and class distinctions. In light

of that, 40 years or so of democracy is hardly very much. The whole

gociety is interwoven with debt and obligation to fellow Japanese on a
vertical hierarchy. Wom¢n earn 25¢ to the 18 that men earn, they are

forced to retire 10 to 20 years before men, and marriages are still

95% of the arranged type. Men cannot dispute the decisions or words of their
employers, nor request the full payment of employee benefits. This is their
culture, I offer no value judgement, because it works for them. I must admit
I vastly prefer my own country., But I am not anti-Japanese., I am a

realist, unlike most of the scholars who come here to study, to work, or

to publish, and who are so enamored with Japan that their view is always
colored to that end. '

What 1 am suggusling iu Lhat you protect tho U5, ceonomy, HRewtvicet
imports, make Lhe quolas based on the selling rate ot U.5, products in

Japan (let the Japanese government Pigure out some nice creative way to
re~educate their populace in line with reality).~ Insist thal Japan

observe the 50 year copyright law, instead of a 19 year patent lau ithal they
mainiain here which they wish Lo extond Lo computer programs Lo gain inroads
into Lhe soltware field, nol by hardwork and talent, but by infringing on
the rights and energies of I.BD.M. and others. Recognize the stranglh of

the American posstlion once it elearly indicatos it will use its big slick,
Talking softly has been going on for far Loo long, to no avail, Juapan, as
a trading partner, nceds the United States far more than America needs Japancse
producis, all of which, Lo some extent compele willt American products,
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In conclusion, I wonder if you know just how proud the average American
would be to see the U.S. stop acting like the paper tiger she is believed

to be here. .

Try to remember you are dealing primarily with a gompetitor, and the ally
part comes way below that.

Oh, yes, before I forget, do you think you could say something to the
genators from my home state of Illinois? Suggest that they start
getting the Japanese to pay for their own defense of their country.

Thank you for your time and attention to this letter.
Sincerely,

Q‘ . uKU\,\A.O K‘L’

Bonnie Kuraoka

brk
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8-10-3 Hisagi Zushi
Kanagawa-ken, Japan
December 31, 1983

sénatot Max Baucus
c/o United States Senate
Washington, D.C., USA

Dear Senator Baucus,

Please accept this as a note of "thanks" as (1) a concerned
American and, (2) an entrepreneur attempting to introduce an
American farm product i.e., processed peanuts, in the Japanese
market., Your letter, published in the Dec. 29th edition of the
Mainichi Daily News, was tangible evidence of concern for the
plight of small businessmen and farmers interested in exports to
Japan.

Instead of belaboring three years of frustration operating in
the "marketing trenches" of Japan, I've enclosed an article by Mr.
Jon Woronoff, Please read it. From my experience it perfectly
describes the attitudes and methods employed by our "friends" to
guard and maintain ecomomic success in their marketplace. By the
content of your letter it's obvious you're aware that we need
help., For what it's worth Senator, experience tells me that
rhetoric just isn't going to "get their attention”, Until we
"send them a message" similar to France's complex and lethargic
processing of video cassette recorders (VCR's), the only change is
going to be a higher/larger adverse balance of trade. To support
my position I've enclosed a pertinent article by Mr. Yamamura,
Japan's new agriculture, forestry, and fisheries minister, which
appeared on page 5 of the same MDN edition as your letter. It's
an absolute joke and travesty Senator that our tremendous
nation,largely, if not solely, responsible for the reconstruction
of Japan since W.W., II, has to accept such a position from such a
high ranking and powerful official of the Japanese government.

As an American I don't intend to give up my efforts in
fairness to my family and principal. Anything you and your
colleagues can do to support our cause wili be appreciated.

llope you and your family enjoyed a festive holiday season and
have a "HAPPY NEW YEARY,

Sincerely,

L

- 3

Dave Fratanéelo

br/jf
ENCLOSURES
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Whert the Amerwan ofticials
pathered in Tokyo fast yoar for
A meetng of tie United States
Japan Trade Subeominittee
they found among the
documceatation given them a fist
. “typicad foretn produets
holding a hugh nvarket share in
dapain” This bt was drawn up
by vone other tisan tie Ministey
of intermational Trade  and
Tmdustry o correct the sup-
posedly false  impression  of
fareign  businessmen and
diplomats that the Japanese
macket is *closed,”

Here, in & hst of some 80
headings amd 200 companics,
was proof positive that  the
markel could be penetrated and
that, in some cases, il was
pussible (o gain as much as 2
W0 percent ararkel share. [n
fact. the tabulation showed that
American and European
products had a markel share of
S opereent amd oup for 2
categortes amd 0 peecent and
up iur 1 categories.

Reading through the list there
may have been some American
offictals who snickered at one
heading or another, However,
on the whole, they accepled it
for what 1t purported to be,
some  conierete evidence for
once on how foreigners could
succeed in Japan. And, since
these diplomats only have a
rather  hary nolion of how
business is actually ae-
complished in Japan, they may
have aceepted it as such.

" Alas, 1 the hamds of someone

who knows a bit more about
Japan, the list can tuen into the
complete opposite. Actually, it
makes it easier than ever to
understand more exactly why
the tremendous trade im.
balance has arisen with
Amenica and Europe and why it
Islikely to continue.

Looking at the list, one is first
somewhat  disturbed by the

g
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BY Jon Worono(r

Foreign ‘Success Slories’. ...

reference (o “typical’ foreign
products solt in Japan because
iy of them seem a it more
atypical. There is almost
nothing” included  from  the
standard houschold appliances,
o mention of major consuier
powmds hie television or andie
eqaipinent, no ¢ars or (rucks,
amd not much machinery.
fnstead, ki the healings
where the market share 15
highest, we get things that are
as “typical” as dry soup, ropes
for mountain climbing,
deodortzers, goll balls, stem
wine plasses, cold drinks and
instant cameras. Yet, even to
get such high market shares, it

appears that the category has ™

been  artificially narrowed.
Obviously, if you take stem
wine glasses ad not all glasses
or glassware as such, you can *
get impressive figurcs. The
same thing happens when you
have a special category for
BHP-type plasticizer or butyl
rubber and not chemicals or
artificial rubber in general,
Biased Categories
Thus, a reference to high
nrcked  shares is rather
meanngless when the
calegories are cui so thin that
most eatrants happen lo be
foreign companies and
sometimes they would seem to
have a monopoly on certan
products. If you take mast of the
settors with high market share
and multiply by the value of the
product, the actual resull in
sales is quite modest. It can add

up to hundreds of nutlions of

dollars. Bul that is nothing

halanced  against 2 major

Japanese cxport hike
automobiles, lclc\'iwious or
steel. .

Looking (hrou;.ln !hc lssl
hawever, it 1s possible to ind a
few iteers which do ahd up to a
fair amount of money. Aoy
e are cola drinks, instant
coffee. some of the high-Gishien
apparel, cosmelics and per-
fume. computers. copy
machines, typewriters and cash
repisters, sporting goxds, razor
blades, and perhiaps pet food.
But, how mucn of this tmoney

_ever leaves Japan?

the items on this list, and
particularly thuse which ac-
. fually do show reasonable sales,
is (hat very {ew of them are
imported. Indecd, the aumber
of articles that are unported is -
extrenmely low while the vast
majorily are manufactured in
Japan either under license or by
an affiliated firm.

Even for the imports, it is
necessary to remember that
pitifully few have goiten into
the Japanese warkel without
solid suppori from a local
wholesaler or distributor. That
explains parl of the “success”
of Schick razor blades and
Proctor & Gambles' disposable
diapers. Naturally, the
Japanese partner, in this case
K. Hatlor1 and Sunhome, have a
right to recover their cosis and
share in the profit and thus any
earnings acerulng to the foreign
y are someshat less,

still, at teast the companies
concerned will be making some
profit on exports of the actual
v product and they will be
remuterating thetr werkers,
paying taxes, and Duymg
| various. inputs focally, aflof
| which is to the good of their
hosne country, The s3ate cannot

- be said of the two other groups, |
Wiien a forcign ranufacturer
. or designer allows ils gouds to
1 .be produced  abroad |, under
< heense, as happens for Pieere

(
i
1
)
i
'

. Cardin or Chnistian Dior, for

"chmp:uk oF Adulas, it is only
arayally Evenif the
e e by by
ownJapanese affdiale o 3 goal
venture (UM, Dow Cheieal,
Max Factor, Caterpillar, Coca
Cola, ete.), there Is af most 3
profii. royally, and some
resulual sates of products ol
interiediate goods o be e
" pected. Otherwise, mast of the
- hasie inputs, labor cosls,
\ovvrlw.u! and 0 N are ey

pended in Japan,

Fhus, when foreign poads are
manufactured o Japan,
Telatively bitle benefil acerues
lo the foreign country and only
\onwwhal more fo the foreign
A v IR ]

What s striking about most of ~

companics n,.m desperately to
avond beingt forced i focat
prodinction oe jomt veatures and
push their exporls so
agressively. That 1 also why
most of them tend to set up their
own distribution chamnels as
quickly as passible and enly
pass through a locst partner
when necessary.

Looking al s header
terms, we van understand what
is happening to the trade
batanwe. For, when a produet |
made abroad s sold to Japan,
the total vadue of the produet
(i.0. its cost plus profit) accrues
to the ferewpn country. When the
sate product is made w Japan,
almost unthing acerues to the
foreipn country i the {rade
balance. 1o the “payments
balance, al least there is an
entry lor the profus and
royalties. Sull, the value of
these items is at best a fifth, and
mare normally only a tenth or
eeena twentieth, of the yatue of
e exported goous.

Of course, if local production
makes W possible v reduce
costs and expand sales. it could
make sense for the manufac-
turer. But this would mean an
immediate dip in the trade
balance. ‘And it may be
necessary Lo expand sales by
five, 10, 20 or more tunes 0
compensale for this in tne
payments balance. .

Homemade lmports .

“in Japan, there is a n‘uuhr
pattern followed by mast -
ports. Fiest, they cone i simall
quantities and have to be
squeezed into the market by a
local distributor. The return is
modest given the small quantily
sold. However. if the article
mahes poud and his (o be -
porled in large guantities, the
Japanese distribulors will
immediately demand the right
fo produce it locally cuher
under license or in a - jont
venture. -Or the foreign com-
pany will manufacture o ocatly
on ils own or with a partner.
Then, although large sales are
achteved, very  Litle ul nn»
fliowsout, o, -

That is v.hy alist of (or vn
products holding a “stgh market
share is so mearingless. For
. these goods are anly foreign in
" bramt uame, design or palent.
‘To aft useful purposes, they are
really Japanese and the foreiyn
comnlry  benefils  from  them
ouly marginally.

-+ 50. to someone with a bit nl

bl this MIVE It ddoes qat
prove at fotein prsdineds can
enter B man ket and therefoge
help  fogegn comntires o
balance their trade and
paywents with Japan, It proves
the opposite. It strws how hard
i s o pet produets nto the
warhet untess they are tather
speed o vnsgue. ‘Then, f they
do suceeed e gamtint market
stiare, they will be absorbed by
the Japanese eeonomy and end
ugr of hitle help to the houu
comry.

{Jon Woronof( is the m(hor of
“World Trade War” (Seka
Feizai Seased and “*Japan: The
P T O
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HARUMI ANTIQUES

Hsh Hi#t
1964 Jiy -3 m i
it g
Dec. 24, 1983 !

Dear Senator Baucus,

This letter was prompted by the article in the Dec. 22 Japan
Times about your position on Japanese beef imports,

During the past cleven years of living in Japan, I have concluded
that the Japanesc understand only one thing when it comes to in-
ternational negotiations: matter-of-fact POWER, Threats of "do-
mestic content" legislation, logic and reason (as the rest of the
world knows it), and the concept of reciprocity are meaningless
to the Japanese. They will not accept the seriousness of the sit-
uvation and the resolve of the U, S. and other countries until
concrete measures have been implemented to force reciprocity.

The Japanese consumer has received no benefit from any of the
supposed "market liberalization" measures or trade agreements nhe-
gotiated to date. Imported products are no cheaper at retail than
in the past, (Importers and distributors have benefitted through
lower costs while maintaining their prices, however.)

The price of beef that is imported is kept artificially high
through the intra-family brokerages and the government-sanctioned
floor price imposed on imports.’ (Addressing beef quotas only will
not resolve the problem; additional competition for the present
monopolistic importers and removal of the Livestock Industry Pro-
motion Council floor price surcharge will also be required.)

Other imports are subject to a wide range of non-tariff batriers
that make them unavailable or grossly over-priced. Government and
quasi-governmental monopolies also serve to keep prices high
while barring or dissuading competition (eg, the Japan Tobacco
and Salt Corporation and the Japan Telephone and Telegraph Cor-
poration.)

Neither the Japanese government nor the powerful farmers' groups
nor the huge trading companies have any desite or intention to
change the situation. ‘the complex imporl and distribution systom
dors help to keep unemployment down, Restricted purchases ol for-
eign products does promote purchase of domestic goods, thereby
profiting Japanese producers. Supporting ali of this is the Jdap-
anese chardeteristic ol aceepting things wilhoul cosplainimg o
banding together,

Last year, thors was a short-tived attoempt by the dapanoesce to
forestall amer ican protectionism by publicicing the prace bene-
fits of imporls to American consumers, This stopped abruptly
(within three days); I assume that someonc here realized that
Japanese consumers could also benefit from lower prices resulting
from "ree Lrade" imporbs,

9-6-14  Akasaka, Minato-ku, Tokyo 107, Japan
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HARUMI ANTIQUES
Woh kA

The only viable alternative I can see to American protectionism
would be a strong Japanese consumer movement to demand the price
benefits of free trade. This is unlikely in the near future be-
cause of the historic Japanese social apathy toward group action,
the political implications of economic harm to the farmers who
provide most of the support for the ruling Liberal Democratic
Party, and lower profits for all levels of the distribution
system,

The Japanese are masters at the art of making promises and then
excuses for why the promises weren't kept; the rationalization of
double standards; statements that are so outrageous that the
hearer ignores them, only to find that this implied acquiescence
and resulted in "fait accompli" situations; and stalling until a
new government takes office (which occurs every year or two, and
then it is necessary to start all over with the new group of
bureaucrats, of course). .

There is no question that the Japanese have practiced blatant
protectionism in building their domestic markets, and that the
Japanese consumer subsidizes exports. At the same time, the Jap-
anese have enjoyed access to American consumer markets and areas
such as banking services and investment opportunities that are
virtually closed to foreign firms wishing to operate in Japan.

1 have to agree with the Japanese position that most American
firms do not try hard enough to export their goods. It is neces-
sary for U. S. companies to become much more agressive in ex-
ploiting markets for their exports. Still, no amount of marketing
effort is going to open the Japanese markets.

Like most American businessmen, I do not like the concept of pro-
tectionism, but I have concluded that there is probably no alter-
native way to convince the Japanese that reciprocity is really a
two-way concept, The real point of this letter is to urge you and
your colleagues to take the drastic action that seems necessary
to force the Japarese to accept free trade as being reciprocal.

Sincerely,

Y (52
.' m;%,,_,,.,/ \< .

David Rose

9-6-14 Akasaka, Minato-ku, Tokyo 107, Japan
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Mitzeh 6, 1944

Mnbassador Mike MansEield
Mnerican Embassy in Yokyo
APO San Frapcisco 96503

Dear Mika:

A front page story in the Mawch 5 Washington Post presunted an
excellent summary of the status of U.8,-Japanese Lroade issuen,
Among othor things, the acticle noted the urgency of reaching
an agreament on boel and citruys by March 31, “he vecent visits
to Japan of U.8, officiala and your ocall on the Forwign
Minister February 2 wore referred to as examples of continuing

U8, pressuta,

. Your leadership in pressing the Japanese on the beef and eitrus
talks is doeply appreciated by all of us in Congress who have
followed the nagotiations closely, I have stepped up my own
efforts in recent weeks to keep the issue in the public eye.

T"wo weeks ayo, T held a special order on Japanese beef ami waw
joined by 9 ather Senators who made statements on the issua,
Last week I met with Vice Preaident Bush to note my concern
that with tho clitrus talks on track and defense advocatos moroe
or lass satisfied with the now Japanese defense budgoi, he
Adminlstration may be persuaded by the Japanese to lay aside
the heef issue., The Vice President assured wme thls would not
happen, noting the Administration's s0lid commitment to
reaching an acceptable agreemont on beaf,

As I look to the few remaining weeks until the agreenent
expires, T want to do whal I can Lo insure that the bialks
succeed, In this regard, I have renewad my call fur hearings
by the Trade Subcommitiee of the Finance Committee, "The
Adwinistration has Indicated thak they would view such hoarings
ag helpful, and would be preparad o pacticipatoe,
In preparing for possiblo hearings, T look to you Ffor guidance
and counsol,

Firvst, anylthiong you can shaire with we abuul youir vecent
disncunsiong with Jdapanene loaders woulkd be appreeiabwl,

Seeomnd, 1owould webceome your perspective on dapaiese Thod tow

Line" baigaining posilions,
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Phicd, Jdo you belicve the Jdapanese ace convineed we will cave
in ak the last winute? Can they parlay their defense budget
and citrus agreoment inko a U,8, vebreal an beuof?

Vice Presidant Bush told me that he belloeves domoestic political
pressure is nolk such a key ingredient in dutermining the
Japanese bargainling stance as we have previously thought, T
was reassured by this, bubt wandor, i€ Lhat is the Ccase, why the
Japanese have Failed to offer any meaningful concousions thus

far,
T remain optimistic that we will succeed, [ am prepored bo

assislt you in any way during these next cruclal weeks, Please
let me know what else we in Congress can do to he helplul,

Please ba assurved thal members of Congress avae watching
carefully, are very appreciative of what you and the
Administration are doing, and are preparad to back you up in

any way wa can,

Phe awarenoss of the American public on this issue has
dramatically increased. I hope the Japanese understand how

fuportant this is to us,

I am sending this letter via 8tate Department cable to.speod
transwission, I look Fforward to receiving your views,

wanda sends her ragards, and we both look forward Lo seeing you
and Mauveen again in the near Future,

With best personal rvegavds, I am

Sincerely yours,

i

g

AN L -



United States Department of State

Washington. D.C. 20520

0 192
1000 AR 21 AR March 16, 1984

The lionorable

Max Baucus

Suite 183 birksen Building
Washington, D.C., 20510

Dear Senator Baucus:

We received the following lekker for you from Ambassador
Mike Mansfield.

Dear Max:

1 appreciate the opportunity to continue our
correspondence on the beef issue. I will respond to your
three queslt:ions and provide some additional observations.

In addition to my representations Lo the Japanese
Government, I continue to discuss US-Japan Lrade fricltions
with the LDP leadership, including those with agricultural
interests, and opposition parkty leaders., From ihese
conversations, it is clear that a political consensus has
developed in the LDP that the problems must be solved
through compromise in order to mainktain Japan-US
relations, However, all Japanese stress that politically,
beef is by far the most difficult issue. This is the |
reason kLhat beef is being handled at the political level
while other issues are being handled al: Lhe adminisbtrative

level,

We will soon learn the answer to your second queslion
-~ khe Japanese botlom line on beef, Recent press reporks
indicate Lhat the Japanese will soon raise their offer to a
5,000 to 5,500 ton annual increase over the nexl four
years. We would like Lo do better, and will certainly make
every efforl. 1 believe thak the consylialtions btihat have
occurred at the highest levels will result in an offer that
represenks Lhe waker that Lhey, as politicians, beliasve
hey can carry. C

From thie compromise obkained in 1978, Us beef exports
Lo Japan have risen from 20,000 tons, in 1977 to 59,000
Lons in 1983 o 68 percent. of our Lolal bool oxpor s,
Atwost hatt of our shipments in 1993 were oul side Ol
quobtas,  Since LY78, our beef sales umder Lhe guoba have
risen fryom 6,800 tons to 30,000 Lons.
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With a growkh rate of say 5,500 Lons per year, our
shipments would Lolal over 80,000 lLons in 1988, Unless we
improve our record in other export markels, Japan would
account. for 75 percenk of US beef cxports by Lhe end of
this decade compared Lo 41 percent in 1977,

Concerning your third question, we have made sure Lhat
the political leadership understands Lhe symbolic
importance of beef and oranges and the priorily we aklach
to these items, In my discussions with Japanese, 1 have
not discerned a consensus effork to link defense and trade
issues, In my opinion, they are and should be totally
separate and aparl from éach other.

Domestic political pressure groups are, I believe,
very well organized and financed and are still making a
major effort Lo block a mutally satisfactory compromise.
as we move into the final stages of negotiations, publicly
expressed kthreats on our side can backfire by forcing those
Japanese sincerely Lrying to work oukt a sekbtlement Lo
~ demonstrate that they are not “selling out" to foreign
ptessure, This could severely limit their negotiating

flexibility.
s

Please feel free to use this lekter and my previous
letters on the beef issue as public documents if you so
desire.

Sincerely yours, e
Mike Mansfield

- Sincerely,

by, Vbt

Richard G. deVillafranca
Counlry Officer
Office of Japanese Affairs
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American Farm Bu reau, Federation

LR APR -2 B s 2 WASHINGTON OFFICE

600 MARYLAND AVE.. B.W.
SUITE 800

WASHINGTON. ©.C. 20024

AREA CODE 202 - 484.2322

.

March 30, 1984 : ’;*,-’

Honorable John C. Danforth

Chairman

Subcommittee on International Trade
Committee on Finance

United States Senate

Washington, D.C. 20510

Dear Mr. Chairman:

Although Farm Bureau will not present testimony before your
Subcommittee on Monday, April 2, regardlng Japanese beef quotas, we
thought you might be interested in receiving a copy of a recent letter
we sent to the White House on this issue.

If possible, we would appreciate inclusion of our letter in the
hearing record.

Sincerely,

Nl Marte
2 4 W

iJghn C. Datt
ecretary and Director
Washington Office

Enclosure
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American Farm Bureau Federation

WASHINGTON OFFICE
€00 MANYLAND AVE $ W
SUITE 800
WASHINOTON D.C 13024
ARZA CODE 207 - 484-2122

February 9, 1984

Mr. Jay Steven Rhodes

Assistant to the Vice President

014 Executive Office Building

Room 285

17th Street and Pennsylvan!a Avenue, N.W.
Washington, D.C.

Dear Mr. Rhodes:

This is in response to your request for Parm Bureau's thoughts on
trade negotiations with Japan as they relate to better market access
for U.S. agricultural products.

Pirst, we would like to say that we have given strong support to
the Administration's tough line with the Japanese for liberalization
of their quotas, tariffs and other trade impediments affecting over
20 U.8. agricultural exports to that country.

In 1982, I led a group of State Parm Bureau Presidents to Japan
to help reinforce the Administration's negotiating efforts. Our
mesaage to the Japanese leaders in government, industry and agri-
culture was rather straight forward: "Japan is an efficient producer
of quality televisions, cameras, autos, trucks and other industrial
products. Farm Bureau thinks you should have access to the American
market for your products, and we will resist protectionist measures
against them. On the other hand, American farmers are efficient
producers of agricultural commodities, and we believe you should
accoxrd us better access to your markets and help us against Japanese
protectionism.”

As you know, the Japanese enjoy an incredible trade surplus with
the United States. Therefore, we do not feél that it is asking too
much to continue to press them for complete liberalization of their
quotas, tariffs and otner trade impediments on agricultural imports.
It has been quite some time since the "wisemen™ of the Japan/United
States Economic Relations Council recommended elimination of trade
quotas; yet, quotas remain on over 20 agricultural commodities.

FParm Bureau recommends that our Government press for complete
trade liberaljzation by the end of a five or ten year period with
steady progress assured by phased, annual liberalization increments,
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We believe that there should be an immediate increase in the beef
and citrus quotas; say, on the order of a doubling or tripling of the
present quotas. The proposed increases by the Japanese that we have
heard reported in the press are far too conservative in view of their
trade surplus position and other factors.

Furthermore, the protectionism with which the Japanese surround
their cigarette market is unjustified. 1In spite of previous nego-
tiating efforts, the Japanese duty and other trade restrictions on
U.S. cigarettes continue to result in a U.S. share of less than
2 percent of the Japanese cigarette market. Complete, phased
liberalization should be vigorously sought by the Administration on
U.8. cigarettes, Success in increasing the market share for
U.8. ‘cigarettes, a high value product, would considerably improve the
trade balance between Japan and the United States.

Farm Bureau is fearful that the Japanese will try to get off the
hook on agricultural trade issues by being more forthcoming with their
defense appropriations and more liberal concessions on telephone and
other industrial concessions while offering miniscule concessions on
agriculture, We must not let them get away with such proposals.

Mr. Rhodes, we appreciate your request for Farm Bureau views, and
we offer our continued strong support of the Administration's tough
negotiating efforts with the Japanese.

Sincerely,

Lottt M e

Robert B. Delano
President
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Statement for the Record to the Senate Finance Committee

April 2, 1984

Hearing on Japanese Beef Quotas

Consumers for World Trade (CWT) is a national, nonprofit,
membership organization, established in 1978. CHWT supports
expanded foreign trade to help promote healthy economic
growth; provide choices in the marketplace for consumers;
and counteract inflationary price increases. CHT believes
in the importance of increasing productivity through the
efficient utilization of human and capital resources. CWT
conducts its educational programs to keep American consumers
informed of their stake in international trade p611cy and
speaks out for the interests of consumeirs when trade policy
is being formulated.

Consumers for World Trade weicomes the agreement with
Japan which provides for increased Japanese imports of
American beef and oranges. We welcome it for several reasons.
It is a small step toward the liberalization of trade in agri-
cultural products, a sector afflicted with a profusion of
trade barriers. It will double exports of U.S. beef to Japan.
It will benefit the Japanese consumer: without the increase
in import quotas, beef would have become evén more expensive
in Japan than it already is. And, hopefully, the agreement
will lay to rest for awhile the threats of American retaliation

for which the American consumer would pay the bill.



74

The Japanese consumer has cause for regret that Japan did
not see its way to removing the import quotas altogether. The
agreement will increase total Japanese beef imports from all
sources by only 15% in four years and tota! Japanese beef
supplies by less than 5%. Japanese economists have shown that
1f beef quotas were eliminated and replaced by a tariff, it
would be possible to reduce retail beef prices by 30%, increase

consumption by 40% and increase imports by 150% ---all this

without adverse etfects on Japanese producers and at no cost... ...
L ang

to the Japanese treasury. A1l that would be required is a
shift toward less restrictive methods of agricultural support
and protection.

CWT would be remiss in discharging its responsibilities
if it did not take this opportunity to remind the Congress of
our own country's restrictions against beef fmports. As we
have pointed out repeatedly, U.S. restrictions raise the
price of hamburger-type beef and thus affect primarily
low-income consumers in this country. They also set a bad
example for other importing countries at a time when the
U.S. is trying to expand its exports of ﬁua1ity beef. We
urge the Congress to repeal the meat import act which is
protecting an industry that is quite capable of taking care
of -itself in competition with other suppliers.

O



