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March 19, 1981
MR. PRESIDENT:

The suggested guidance herein re
autos is superseded, I presume,

by any further conversations you,
Ed Meese, Jim Baker and Secretary
Haig may have had on the subject --
following the report of the Auto
Task Force.

Richard G. Darman
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The President has seun
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March 19, 1981

MEMORANDUM FOR THE PRESIDENT

FROM: RICHARD V. ALLENM

SUBJECT: The Visit of Former Prime Minister Fukuda Takeo

Attached are Department of State briefing papers for your
March 20 meeting with former Prime Minister Fukuda Takeo.
When you meet with Fukuda, he will have spent 45 minutes
with the Vice President. He will be accompanied by six
other Japanese Diet members, who will withdraw after a
brief photo opportunity.

I have suggested to the Vice President that he be quite
specific in telling Fukuda what current U.S. concerns are

on the automobile and defense issues. I have also suggested
that he voice opposition to the Japanese meeting with Arafat,
should the subject have arisen.

The background to Fukuda's mission is spelled out in the

brief outline attached to this memorandum. It is important
that Fukuda take back with him a clear and accurate perception
of current American positions on the defense spending and
automobile issues. It would thus be appropriate for you to
ask Mr. Fukuda how he perceives the two issues at the moment,
and what he feels Japan should do. You are not expected or
obligated to say anything in response. Anything you chose

to comment on would, of course, have great impact on Fukuda.

We are basically in a very strong position in dealing with
the Japanese on both key issues. Suzuki's hold on the Prime
Minister's position depends upon a successful meeting with
you. The more clearly Fukuda knows how we feel on the two
issues, the better advice he can give to Suzuki. Fukuda is
an o0ld friend of the United States, and Suzuki was wise to
send him on this important mission.
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FUKUDA TAKEQ'S POSITIONS AND CONCERNS

Fukuda Takeo is conducting a critical reconnaissance for
Suzuki Zenko, whose ability to function effectively as Japan's
Prime Minister depends upon his ability to manage the U.S.
relationship skillfully. At this point, from Tokyo's
perspective, prospects for Suzuki's meeting with President
Reagan in May are uncertain. Suzuki feels he must obtain
U.S. "understanding" for Japan's limited increases in defense
spending. He also knows that Japan must do something to

ease pressure on the U.S. automobile issue. He is still
uncertain of what to do on either issue, and is looking for
concrete advice from Fukuda. C&l

Fukuda believes that Suzuki must develop specific plans on
both the defense and automobile issues that can be looked
at in Washington and, if necessary, negotiated with the
U.S. side before Suzuki meets President Reagan. With such
plans accepted, the stage would be set for a successful
meeting. Fukuda will urge Suzuki to take specific steps

in the defense field, once he comes to know what the U.S.
wants. He will also urge Suzuki to pass legislative restric-
tions, limiting Japanese automobile exports to the U.S. if
the U.S. Task Force report indicates that such a step would
be helpful. (¥

Fukuda supports Suzuki as Prime Minister, and believes that
he may have to serve for several years, until the "younger
generation" of Japanese leaders matures. Fukuda is aware
that there are other LDP factional leaders who would not be
sorry to see Suzuki fail, but Fukuda feels that Suzuki is
the best man available, and wants to do all possible to help
him succeed. To this end, Fukuda will urge U.S. patience
toward Suzuki, until the defense and automobile issues are
successfully adjusted. (SQ

Given the above background, U.S. interests can best be served
in dealing with Fukuda by being as frank as possible in
acquainting him with current realities influencing the defense
and automobile issues. (
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March 16, 1981

MEMORANDUM FOR: THE PRESIDENT p

FROM: Alexander M. Haig, Jr. o

SUBJECT: Meeting with Takeo Fukuda, former
Prime Minister of Japan, Thursday,
March 19

I. SETTING

Fukuda's visit to Washington will foreshadow sub-
sequent visits by Foreilgn Minister Ito on March 23-24,
and Prime Minister Suzuki, May 7-8. His purpose is to
meet the key figures in your Administration, and to
sound out U.S. intentions on major multilateral and
bilateral issues.

Our relations with Japan are in good working
order and Japan is politically stable and economically
healthy. Tokyo has provided strong diplomatic support
on Iran and Afghanistan, is expanding its aid and
directing it toward countries of strategic conseguence.
It has acknowledged its need to do more on defense, and
consulted closely with us and other industrial democra-
cies on international political and security issues
(e.g. Poland).

IT. OBJECTIVES

-— To reassure Japan of our interest to consult
closely on international political and security issues;
signal the need for all of our allies to improve their
security; urge the Japanese to handle the auto issue
with sensitivity to political pressures in the U.S.;
and discourage an Arafat visit to Japan.

III. ISSUES (In Priority Order)

1. Basic Relationship

We are very pleased with our present relationship:
Japan's political, economic, and security importance to
our interests 1s undeniable. We intend to advance them
further through full and frank consultations at all levels.
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2. Automobiles

The Administration has not acdopted a position on the

role, if any, of import restraints in ameliorating the plight

of the U.S. auto industry. In the absence of a restraint policy,
Japan can demonstrate its sensitivity to the political pressures
on this issue by greater investment in U.S. auto facilities, in-
creased purchase of auto parts, and prudence in its exports to
the U.S. Japan's record on investment and purchases 1s not very
good compared to the benefits it has reaped in our free market.

3. Arafat Visit

Yassir Arafat of the PLO has accepted "in principle" a two-
vear—-old invitation extended by some Japanese parliamentarians to
visit Japan, and nay realize the trip sometime this year. If he
does, Prime Minister Suzuki is committed to meet with Arafat. The
Japanese Government, which first believed that the visit would
enhance its image with Arab oil producers, may now be having second
thoughts owing to our opposition. We believe that a reception of
Arafat by Suzuki would be read as de facto recognition of the PLO
achieved without any change in its objections to the principles
of recognition of Israel as a state and to a peaceful settlement
in the Middle East.

4, Defense Efforts

Japan recognizes the need to upgrade its forces for self-
defense purposes, but it fell short of its goal of accelerating
its planned build-up last year because of budgetary stringency.
Fukuda will want to verify how specific the U.S. plans to be in
requesting improved efforts under your Administration, and par-
ticularly whether we will choose to push Japan to accept a
military role which impinges on its "peace" constitution. We
do not intend to push Japan directly on specific budget increases,
but, in view of our defense build-up, we expect all allies to do
more not only on defense, but on a broad range of security in-
terests, including the strategic application of foreign economic
assistance and political/diplomatic cooperation. We will not
ask Japan to assume any role that would be in conflict with its
constitutional restraints.
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TO: s/S - Raymond G. H. Seitz
FROM: Director, S/S-S -. Alvin Adams

SUBJECT: MEMORANDUM OF CONVERSATION

The Secretary/Former Prime Minister Fukuda

Date March 19, 1981

Notetaker EA/J:WClark

® The attached memorandum of conversation is submitted for
an S/S clearance and approval of distribution. A brief summary
of any action commitments made at the meeting and an indication
of any follow-up action being taken on those commitments follow
below, together with suggested distribution. Please return the
memcon directly to my office for distribution by S/S-I.

ACTION COMMITMENTS:

None made.

FOLLOW-UP:

None necessary.

Distribution: S, D, P, S/P,<§§§) S/S
. Other E, C, EAS—PM, EB

Cleared S/S /Q )’?/LBI/Z'
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b ‘ Memorandum of Conversation

P

gég | CO NQENTIAL  DaTE; March 19, 1981

s/ Time: 5:50 PM

Place: Secy's Conf. Rm.
s@&ECT General Review of Foreign Policy Perspectlves '

EA

PM T el e 'U'\'“)q'rl H
\;3} x_v__ ;;I .)/ "Ic g
PRRTICIPANTS: | _ApR 01 198t ...
Us 14* i‘l“" }"*‘“~”H« Japan
The Secretary Former Prime Minister Fukuda
Ambassador Holdridge Ambassador Okawara
Mr. Armacost Shintaro Ishihara, Member Japanese Diet
"Mr. Sherman Yoshihiko Tsuchiya, Member Japanese Diet
William Clark, Jr. Kichizo Hosada, Member Japanese Diet
Mr. Iida (interpreter) Michio Ochi, Member Japanese Diet

Tomio Yamamoto, Member Japanese Diet
Mr. Owada, Japanese Diplomat now at
. Harvard
Mr. Numata (interpreter)

The Secretary reiterated the firm conviction of this administra-
tion that a strong anchor in our relatioms in the world is the alliance
between the United States and Japan. Former Prime Minister Fukuda
said that all leaders in Japan are deeply interested in the policies
of the new administration. For this reason, both the Foreign Minister
and the Prime Minister planned visits to the United States in the
near future. He said he was here to attend the Trilateral Commission
meeting and had seized the opportunity for a meeting with Secretary
Haig. The Secretary briefly outlined the framework of US foreign
and security policies as he hoped to see them evolve in the months
ahead. First, he emphasized the hope that we would show to the world
a more consistent and balanced '‘policy than that of the past several
years in political, economic and security matters. As building
blocks to achieve our more ephemeral objectives, we require first
and foremost a rebuilding of the military strength of the United
States. Second, we believe the time has come for the United States,
and other nations who share our values, to stand up to Soviet im- . =~
perialist interventions throughout the world. These interventions

. . , / ‘l
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have taken place in the developing world and also in areas closer

to Japan. There are some who say the US speaks too loudly about

our concerns over Soviet actions. This administration believes

that now is the time to speak and to speak honestly about our view

of the world. The Secretary said that, when he had finished his

brief summary, former Prime Minister Fukuda might wish to comment

on Japanese defense efforts, which were of great concern to the United!
States and our other allies.

A third area of our activity would be a concerted effort to im-
prove our relations in the Third World. With recession in the in-
dustrialized democracies, accompanied by an even more severe re-
cession in the Third World, there is always the danger that Third
World countries will seek a closer association with the Soviet
Union.

TR TIYITY T

_ A fourth point is to reinvigorate and reshape, in light of
modern conditions, our association and alliance with countries
- in Europe, Asia, the Middle East--and in our own hemisphere as
well. Some have said that these comments sound very much like
those of former Secretary of State John Foster Dulles and, said
the Secretary, he takes this as a compliment. In recent days
there has been some concern that we might overdo our actions.
We believe through consultations and flexibility we will be able
to develop a policy that takes the concerns of our friends and
allies into full account.

Finally, none of the above policies are possible if we do not
recreate a sound economic base in the United States. There will
undoubtedly be some difficulty, some sparks, as we proceed with
our belt-tightening operation. As the American public responds
to more stringent conditions, there will be pressure in the trade
area. There will be serious concern about our trade balance. The
current automobile situation is a case in point. The Secretary
said he had not mentioned terrorism or human rights or a change in
our approach to arms control and non-proliferation. He assured Mr.
Fukuda that we remain committed to positive efforts in all these
areas. However, the trends recently exhibited by the Soviet Union
are dangerous and can only be met by a firm, united posture on the
part of the Western world. If we can develop such a united front
then, we believe, it will be possible to reverse these trends.

Former Prime Minister Fukuda said he had been impressed the
other day both to hear and read President Reagan's statement in
which he compared economic conditions today with conditions that
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existed in the 1930's. Mr. Fukuda said he could recall the 1930's,
which started with the Wall Street depression in the United States.
This threw the US economy into confusion. This confusion. spread to
a worldwide depression. In .such circumstances, all countries took
the easy road and adopted very severe protectionist measures. The
leaders of the various countries were powerless to stop this trend
toward protectionism. The result was social instability. In Japan
there were many terrorist acts and two prime ministerswere assassi-
nated. In Europe there was perhaps evéen more confusion, which led
to the rise of Hitler and Mussolini7 We are all aware that the final
results of this were World War II.
The problems now faced by the world stem in large part from the
0il problem. The world economy is in serious trouble. The diffi-
culties faced by the United States, unemployment and double-digit
inflation, are also faced by other countries. If these ills are
‘not quickly corrected, there is always the possibility that the
world might follow the path of the 1930's. This is a matter of
great concern, While we are concerned about recession in industrial
democracies, the non-~oil producing, less developed countries are in
even more serious difficulty. The result can be greater social
instability, which could lead eventually to marxist or even fascist
political structures. Thus, when we look at the world today we
must realize that the problems are not merely economic, but have
very serious political implications.

In East-West relations the problem stems from the fact that
over the last decade the Soviet military establishment has been
built up to a massive extent. More recently, the Soviet Union
has been reaching out in more aggressive ways. If this situation
is left unattended, it could have serious consequences for the
entire world. Therefore, he agreed with the Secretary that unity
in the Western World was of the greatest importance. The question
was how to strengthen the West in these circumstances. First, the
primary engine of the Western World, the United States, has to be
strong. He said he was delighted to hear that this Administration
is committed to the development of a strong United States. He said
‘that he and the Japanese people look forward to a successful ful-
fillment of this policy. With the United States restored to a.
leadership role, the Western World can unite and strengthen its
posture. In this manner, it will be possible to stand up to Soviet
power and work out ways to cope with Soviet intervention. He said
he had long said that "a strong United States means a more peaceful
world" and expressed the hope that the United States would lead the
free world into unity within the western camp. This would be the
greatest possible contribution toward world peace.

. -
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Responding to the Secretary's question on defense, he said
that he was totally in agreement that the West needed to have a
strategy to deal with the world as it exists today. Such a stra-
tegy had to encompass not only military aspects, but must look to
economic factors as well. We must develop policies that adapt to
or are designed to cope with the change in the economic situation
of the Soviet Union. We must look at our problems in the context
of a comprehensive strateqgy. Within such a framework, we must
consider how each country can best fulfill its role and help share
the burden of a common strategy. This, he believed, was the manner
in which we should view the question of Japanese defense efforts.
Specific details on how such a policy might be implemented would
be, of course, raised by both the Foreign Minister and the Prime
Minister when they visit the United States.

The Secretary expressed appreciation for the former Prime
Minister's comments, which showed his breadth and depth of exper-
~ience. He said he had perhaps been too telegraphic in his summary
of our p051tlon. We were very much aware that the less developed

countries had a trade deficit of between $60 and $70 billion for

0il alone. This deficit was matched by a deficit in their trade
balance of a similar magnitude. These economic conditions were
further complicated by the population explosion faced by these
countries. The result was, as the former Prime Minister pointed

out, a condition that can only be described as a tinderbox. 1In

such a situation, Japan can play a very important role. However,
Japan must maintain a true sovereignty and this will require ex-
panded defense capabilities. The greatest contribution Japan can
make to the Western world is as a sovereign member of that community.

The Secretary then referred to the former Prime Minister's
reference to the economic conditions of the 1930's. He said he
lived everyday in Washington with similar tensions and he assured
the Prime Minister that the protectionist pressure on automobiles
was much more advanced than he:would have hoped for and than he
had anticipated. He did not have sufficient words to express the
potential for trouble on the horizon if the Congress should proceed
‘with restriction through legislation to limit automobile imports.
He expressed the sincere hope that Foreign Minister Ito would speak
frankly and constructively on this issue next week.

Former Prime Minister Fukuda said he would certainly convey
the Secretary's message to the Foreign Minister.

-
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April 2, 1981
TO: RICHARD V. ALLE
FROM: RUTHERFORD POAT
I am giving Frank Hodsoll this background
for Baker's use in view of the fact that

Haig would not have an opportunity to
make these points at a meeting today.



NATIONAL SECURITY COUNCIL

Frank:
The internal State Deparitment memo
for Halg's use in the canceled Cabinet
meeting today, per our conversation.
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TO: The Scocretary
THRGUGR: i = Mr. Rashish
FROM: B =~ ROohert liormats

SUBJECT: Meeting With the Vice President on Auto
Import Policy, April 2, 11:15 a.m.

SUMMARY: The Vice President will review the state
of play on auto imports with key members of the
Cabinet. 2 low-level “"briefing mission" headed by
USTR plane zo lecawve for Tokyo over the wsekend to
explain ke the Japanese what domestic actions the
U.S. Government will take to assist ics auto industry.
Following this visit, the Japanese should assess

what they cvan do t3 help. Japan wants the issue
settled wneiore Prime Minister Suzuki's visit in early
Mavy.

ANALYSIS OF ISSURS:

_— .- -—— -

lto ifert the United States uncertain abouit the
course o7 action the United States wantsz Jagpan to
follcw on zutomokiles, and even more uncertain about
the course that Japan should follow in 1ts own
interests. For Japvan to restrain its auto exports,
anéd part:-~ularly %o r»l) them back nelaw 1980 jevels,

19 ne casy taskK., T& €scupe w.>. antitrust liabplliliy,
any snharing of the U.S5. market among Japarese auto
companics must result from "scvereign compulsien™ -
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that is, from Japanese Government actions having the
force of law. The Japanese Government, and the current
LDP lcodership, would have to pay a high political

cost if 1l uscs gublic and heavy-handed measures to
curb zute cupnrts at oa time of heawy Japanese current-
account deficit {(S10.% billion In 1980).

oS a2l Jrem the United Stoates {(that does
not blame Japan hut asks Japan's help) would ease
Japan's internal wolitical problem, but a U.S. shift
away trom iree~-trade principles could pose serious
risks of ~ascading protectionism. The President
apparcntly prefers that Japan take responsibility
for this issue, and that the United States not
negotiate «¢ restraint agreement with Japan.

707

Our rnading of the Congress is that guota legisla-
tion will pass the Senate if it is reported our of
the Finance Committee. Senator Danforth has asked
Chairman Dole to schedule an early mark-up of his
cuota prll 1.6 million Javanese cars - a 13 percent
rolloack - for each of the next three ycars). In the
House 5am Jibbons iChalrman of the Trade Subcommittiees
at House ways and Means) could delay the bill for
some w2eks3, but could noat kill it.  Such guota legisla-
tion 1s, of coursc, the wcrst solution.

iy appea

The 1.5, "hriefing mission™ that will leave this
weekend will be at the deputy-assistant-secretary

level. It will provide some ammunition for Japancse
polic,mar- 3 who want to arque in favor of export
restraint to help the American industry. 1t will

not, however, neqotiate. Following the mission, and
following some subseguent explanations of U.S. anti-
trust laws by Justice officials, Japan would presum-
ably indicate what it 1s prepared to do, or to talk

Gvieye e

The risk in all of this is a sort of prolonged
"Kabuki" -- with us suggesting restraint in a deli-
cate way, Japan professing sympathy but raising
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questions and asking for “ciear” U.S. signals, and
nothing happening. Ultimately we will have to
detcermine precisely what we want of Japan or press
them kavd ‘or a figura to which we zZan react. It is
imperative, however, that the antitrust question be
clearnd vup before there is any discussion of a number.
Without this being done first, Japanese companies
and U.S. nogotiators are vulnerable to antitrust
action.

Attarchment:

Talking Points.

Drafred oy EB/TDC:ukopp:tliw
%22%32:4/1/81

Clearances: EA - Mr. Albrecht
EUR/RPE - Mr. Beaudry
S/p - Mr. Kaplan
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TALKING POINTS

- Public attention must be turned toward the
program ot domestic measures (economic recovery
program, reqguiatory reform) and away from the import
1ssue.

- The antllrust problem is sericus. The autoc-
import dealers will liticate any trade restraint.
Invocation by Japan of legal authority to control
exports 138 a costly political step tor the Japanese
leadership. Wwe need to give Japan ciear and honest
advice about the political situation and antitrust
action.

- The "bricfing mission" to Japan is only a hold-

ing a¢tion. It will be helpful, but not definitively
so, with the Japanese. Tt will ncot mollify the
Conyress.

- Congressinnal pressure will sharpcn after the
Easter recess, 1n the two weeks before Suzuki's visit.
At that time, wa will have to be less nuanced znd
more decisive, wr be blamed for confusion and disarray.

- QOur position should support the President’'s
desire for a non-protectinnist solution that minimizes
interfercnce in the free market.

- We should keep Furone and Canada bricfed on
what we «re (A ing, ' case thelr suspicions andéd head
off unilateral actions.

D[ (‘” / ‘*("i o J
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MEMORANDUM

NATIONAL SECURITY COUNCIL
SESRET April 3, 1981
‘v
INFORMATION A

MEMORANDUM FOR:  RICHARD(V. ALLEN
FROM : DONALD GREGG'Q%_

SUBJECT : Foreign Minister Ito's Impressions
o of His Trip

FOIAB) (1)

The attached_gives a good summary of Foreign Minister
Ito's reactions to his trip to the US. Key points:

- The auto issue dominated to the extent that discussion
. : ' of other important issues, including defense, was
minimized.

- Ito feels the US automobile industry is in deep trouble,
and will not become truly competitive quickly.

-- Ito feels there is an even chance that a voluntary
formula "solving" the auto issue can be worked out
before Suzuki's visit.

-— Ito felt that the US had not worked out its basic
positions on either the defense or auto issues, and
that we did not speak with one voicé on either subject;

-— Tto feels that Suzuki has not changed his mind on the
matter of Japanese defense spending, and that he will
not significantly increase defense spending levels.

COMMENT: This report confirms my ng that the Fukuda trip Vgo
went better than the Ito visit. elnberger was the only one to L
hit the defense issue. By not being better orchestrated, we have 7%’
given the Japanese an opportunity to whip-saw us on the defense

issue, and perhaps on the auto issue as well.

[ ¢ g«
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