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Calculation machines; accounting machines, cash 
registers, postage-franking machines, ticket
issuing machines, and similar machines, all the 
foregoing incorporating a calculating mechanism: 

Accounting, computing and other data 
processing machines 

Having a caloulating mechanism 
accommodating words of 16 bit to 63 bit in 
length (except automated ayatema apeaifi
cally 4••1qned for law enforcement identi
fication purpoaea) 

Office machines not specifically provided for: 

Data processing machines: 

Diaplay units: [with color CRT) 

with monochrome CRT (ezcept 
ooaponenta 4eatine4 ■olely for 
~•e in autoaate4 ayatua 
apeaifioally deai;n•4 for law 
enforcement identification 
purpoae■ ) 

Other (except components 
d••tine4 aol•lY for u•• in 
autoaat■4 ayatema ■peaifioally 
4eaiqne4 for law enforcement 
i4entifioation purpoaaa) 

Disc drive unita: 

Hard magnetic disc drive• 
(•soept component■ deatine4 
■olely tor u■e in automated 
ayateaa •peaifioally 4••i;n•4 
for law enforcement identifica
tion purpo•••> 
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April 16 1 1987 

ottice of commercial Operations 
Room 3117 
u.s. Department of th• Trea•ury 
15.th Street & PeMaylvania Avenue, N,W. 
Washington, D.c. 20220 

Mr. McManu■: 

During the pul)lio hearing• on Monday b•tore the 
section 301 Collllllittee, a panel of law enforcement officials 
requested the exclusion of Automated Fingerprint Identifica
tion Sy•tama from th• proposed retaliatory dutiea on Japanese 
products. I under•tand ■ome queations may exiat re;arding 
th• manner in which auoh an exemption would be articulated. 
I have been requ••ted to attempt to clarify thi• queation. 

Without preawnin; to in■truet per•ona whose exper
tise on the•• matters i• far greater than mine, I enclose a 
formulation for your consideration. Material to be added to 
the list publiahed on March 31 (as amended on April 5) 
appears in bold print. 

Thank you for your conaidaration, •irely, 
Te~.l1!f--

Enc:loaure 

VIA HAND PILMBX 
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WHITE HOUSE STAFFING MEMORANDUM 

DATE: __ 4_/_1_6_/ _8_7 __ ACTION/CONCURRENCE/COMMENT DUE BY: 
1 :3 0 p . m. TODAY ES T 

SUBJECT: SEMICONDUCTOR SANCTIONS 

ACTION FYI ACr;N F: 
VICE PRESIDENT □ □ GRISCOM 

~ BAKER □ HENKEL □ □ 
DUBERSTEIN □ HOBBS □ □ 
MILLER-OMS 

✓. □ KING □ □ 
BALL □ MASENG □ □ 
BAUER 

, • l. MILLER - ADMIN. □ □ l ~ CARLUCCI □ RISQUE □ 
CRIBB □ RYAN 

' 
,...., 
w 

CULVAHOUSE 1 □ SPRINKEL w 

lss DAWSON OP TUTTLE □ 

l. DONATELLI □ 

~ 
CLERK □ 

FITZWATER □ CHEW □ l 
REMARKS: Please provide any comments / recommendations o n the attached 

materials regarding the Presidential decis ion o n Japanese 
semiconductors directl to Gene McAllister o r Tim Haus e r (x 6 ➔ , 
by this a t e rnoon (EST, wi an info copy t o my o ff ice. 
Thank you. 

RESPONSE: 

J , DJ. ti/ l~-/ 2.1> Z--t.--- Rhett Oa1,1w rn-
Vf/l Ext, 2 702 



THE WHITE HOUSE 

WASHINGTON 

April 16, 1987 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

NANCY J. RISQ°H 

Semiconductor Sanctions 

Issue: 

Attached for your signature are: 

(1) a memorandum from the Economic Policy Council 
recommending that you issue a proclamation immediately 
imposing prohibitive tariffs on $300 million of imports 
from Japan; 

(2) a legal determination under Section 301 of our trade 
law that finds that Japan has violated our bilateral 
semiconductor agreement and raises the tariffs; and 

(3) a Proclamation implementing the tariff increases. 

For the sanctions to take effect sufficiently in advance of Prime 
Minister Nakasone's visit, you must sign all three documents on 
Friday, April 17. 

Background: 

o On March 27, you announced your intent to impose sanctions 
in response to Japan's failure to enforce the third country 
dumping and market access provisions of our bilateral 
semiconductor agreement. 

o The Economic Policy Council met on April 15 to review the 
evidence of Japanese non-compliance with the agreement one 
final time. Despite Japanese statements to the contrar~, 
the data show that dumping i~ third country markets 
continues and that our market share in Japan has remained 
steady or even declined. Thus the Council recommends that 
you proceed with the sanctions. 

o Public hearings were held earlier this week on candidates 
for retaliation, and the list has been refined to 
approximately $300 million in products included on the 
attached proclamation. 
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Recommendation: 

I recommend that you: 

(1) sign the attached rnemorandu~ from the Economic Po licy 
Council, thus approving the policy r-ecommendation that 
you issue a proclamation immediately imposing 
prohibitive tariffs on $300 million of Japanese 
imports; 

(2) sign the attached determination under Section 301 of 
our trade law, which states that Japan has violated our 
trade agreement and proclaims tariff increases to 100 
percent on selected imports from Japan; and 

(3) sign the attached proclamation, which implements the 
tariff increases and specifies the products on which 
duties will be raised. 

These recommendations have been reviewed by all concerned 
agencies and White House offices. They concur in the 
recommendations. 

Decision: 

Approve 

Attachments 

Approve as Amended Reject 

. ·~, -._, ~ \lc,1,_p 

CO~IAL ATTACHMENT 

No Action 

1.,.-V-



THE WHITE HOUSE 

WASHINGTON 

April 15, 1987 

MEMORANDUM FOR THE PRESIDENT 

FROM: THE ECONOMIC POLICY COUNCIL 

SUBJECT: U.S.-Japan Semiconductor Agreement 

The Economic Policy Council met this morning to review for a 
final time the evidence concerning Japanese dumping of 
semiconductors in third countries and U.S. access to the Japanese 
market. A Japanese delegation has been meeting with our trade 
officials to review the evidence and possibly avoid the 
imposition of sanctions. 

The Council found that the evidence indicates that Japanese 
companies have not demonstrably ceased dumping in third country 
markets nor has U.S. access to the Japanese market increased. 
The Japanese have not fulfilled their part of the agreement. The 
Council unanimously recommends that you issue a proclamation 
immediately imposing tariffs on $300 million in Japanese 
products. 

During our discussions, the Council agreed that we must be very 
careful in discussing this issue. First, we must be cognizant of 
the domestic difficulties that Prime Minister Nakasone is 
experiencing with this issue; the dollar/yen relationship; and the 
budget developed by the Diet. Second, the markets reacted very 
badly to the earlier announcement that the Administration was 
considering sanctions. We do not want a repeat of that 
performance, fueled by loose talk of protectionism or trade wars. 
Finally, no matter how justified, this is a retaliatory step, Rnd 
retaliation will hurt the U.S. also. 

The Council also unanimously agreed that we should remove the 
sanctions, even in a piecemeal fashion, as soon as the Japanese 
demonstrate compliance. 

DECISION 

The Economic Policy Council unanimously recommends that you issue 
a proclamation immediately imposing prohibitive tariffs on $300 
million of Japanese imports. 

DECLASSIFY: OADR 

Approve Disapprove 

~-~~~ ~=- Baker, III 
Chairman Pro Tempore 

rrµ'FIOENTtm. 



THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR THE UNITED STATES TRADE REPRESENTATIVE 

SUBJECT: Determination Under Section 301 of the 
Trade Act of 1974 

Pursuant to section 301 of the Trade Act of 1974, as amended 
(19 u.s.c. 2411), I have determined that the Government of 
Japan has not implemented or enforced major provisions of the 
Arrangement concerning Trade in Semiconductor Products ("the 
Arrangement"), signed on September 2, 1986, and that this is 
inconsistent with the provisions of, or otherwise denies 
benefits to the United States under, the Arrangement; and is 
unjustifiable and unreasonable, and constitutes a burden or 
restriction on U.S. commerce. I also have determined, 
pursuant to section 301 of the Act, _ to proclaim increases in 
customs duties to a level of 100 percent ad valorem on certain 
products of Japan in response. The tariff increases I am 
proclaiming shall be effective with respect to the covered 
products of Japan which are entered on and after April 17, 
1987. I am taking this action to enforce U.S. rights under a 
trade agreement and to respond to the acts, policies and 
practices of the Government of Japan with respect to the 
Arrangement. 

Reasons for Determination 

In the Arrangement, the Government of Japan joined the 
Government of the United States in declaring its desire to 
enhance free trade in semiconductors on the basis of market 
principles and the competitive positions of the semiconductor 
industries in the two countries. The Government of Japan 
committed: (1) to impress upon Japanese semiconductor 
producers and users the need aggressively to take advantage of 
increased market access opportunities in Japan for 
foreign-based semiconductor firms; and (2) to provide furth e r 
support for expanded sales of foreign-produced semiconductors 
in Japan through establishment of a sales assistance 
organization and promotion of stable long-term relationships 
between Japanese purchasers and foreign-based semiconductor 
producers. Finally, both Governments agreed that the expect e d 
improvement in access by foreign-based semiconductor producer s 
should be gradual and steady over the period of the 
Arrangement. 
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Although the Government of Japan has taken some steps toward 
satisfying these obligations, they have been inadequate; 
foreign-based semiconductor producers still do not have access 
in that market equivalent to that enjoyed by Japanese firms. 

In the Arrangement, the Government of Japan also committed: 
(1) to prevent "dumping" through monitoring of costs and 
export prices of semiconductor products exported from Japan; 
and (2) to encourage Japanese semiconductor producers to 
conform to antidumping principles. Again, the Government of 
Japan has taken some steps toward satisfying these 
obligations, but they have been inadequate. 

Consultations were held with the Government of Japan on 
numerous occasions between September 1986 and April 1987 in 
order to enforce U.S. rights under the Arrangement and to 
ensure that the Government of Japan undertake concerted 
efforts to fulfill its obligations under the Arrangement. To 
date the Government of Japan has not done so. 

On March 27, 1987, I announced my intention to raise customs 
duties to a level of 100 percent ad valorem on as much as 
$300 million in Japanese exports to the United States in 
response to the lack of implementation or enforcement by the 
Government of Japan of major provisions of the Arrangement. I 
also announced that the products against which retaliatory 
action would be taken would be selected after a comment period 
ending April 14, 1987. Finally, I announced that sanctions 
would remain in effect until there is firm and continuing 
evidence that indicates that the Government of Japan is fully 
implementing and enforcing the Arrangement. 

This determination shall be published in the Federal Register. 



INCREASE IN THE RATES OF DUTY FOR CERTAIN 
ARTICLES FROM JAPAN 

BY THE PRESIDENT OF THE UNITED STATES OF AMERICA 

A PROCLAMATION 

1. On April 17, 1987, I determined pursuant to 

section 301 of the Trade Act of 1974, as amended (the Act) 

(19 U.S.C. 2411), that the Government of Japan has not 

implemented or enforced major provisions of the Arrangement 

concerning Trade in Semiconductor Products, signed on 

September 2, 1986, and that this is inconsistent with the 

provisions of, or otherwise denies benefits to the United 

States under, a trade agreement; and is unjustifiable and 

unreasonable and constitutes a burden or restriction on 

United States commerce. Specifically, the Government of Japan 

has not met its commitments to increase market access oppor

tunities in Japan for foreign-based semiconductor producers or 

to prevent "dumping" thro'i.lgh monitoring of costs and export 

prices of exports from Japan of semiconductor products. I 

have further determined, pursuant to section 30l(b) of the Act 

(19 U.S.C. 24ll(b)), that the appropriate and feasible action 

in response to such failure is to impose increased duties o n 

certain imported articles the product of Japan. 

2. Section 30l(a) of the Act (19 U.S.C. 2411(a)) 

authorizes the President to take all appropriate and feasib le 

action within his power to obtain the elimination of an a c t, 

policy, or practice of a foreign government or instrumenta l 1• ·, 

that 1) is inconsistent with the provisions of, or otherwise 

denies benefits to the United States under, a trade agreeme ~~ : 

or 2) is unjustifiable, unreasonable, or discriminatory and 

burdens or restricts United States commerce. Section 301 (bl 

of the Act authorizes the President to suspend, withdraw, o ~ 
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prevent the application of benefits of trade agreement 

concessions with respect to, and to impose duties or other 

import restrictions on the products of, such foreign govern

ment or instrumentality for such time as he determines 

appropriate. Pursuant to section 30l(a) of the Act, such 

actions can be taken on a nondiscriminatory basis or solely 

against the foreign government or instrumentality involved. 

Section 30l(d) (1) of the Act (19 U.S.C. 24ll(d) (1)) authori z es 

the President to take action on his own motion. 

3. I have decided, pursuant to section 30l(a), (bl, a nd 

(d) (1) of the Act, to increase U.S. import duties on the 

articles provided for in the Annex to this proclamation that 

are the products of Japan. 

NOW, THEREFORE, I, RONALD REAGAN, President of the 

United States of America, acting under the authority vested in 

me by the Constitution and the statutes of the United States, 

including but not limiterl to sections 301 (a), (bl, and (dl ( 1 1 

and section 604 of the Act (19 u.s.c. 2483) do proclaim t hat : 

1. Subpart B of part 2 of the Appendix to the 

Tariff Schedules of the United States (19 U.S.C 1202) i s 

modified as set forth i n the Annex to this proclamation. 

2. The United States Trade Representative is 

authorized to suspend, modify, or terminate the increase d 

duties imposed by this proclamation upon publication i n t~e 

Federal Register of his determination that such action 1s :

the interest of the United States. 

3. This proclamation shall be effective with 

respect to articles entered, or wi thdrawn from warehou s e '. r 

consumption, on or after April 17 , 1987, except that i t g~a . . 
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not apply with respect to articles that were admitted into a 

U.S. foreign trade zone on or before March 31, 1987. 

IN WITNESS WHEREOF, I have hereunto set my hand this 

seventeenth day of April, in the year of our Lord nineteen 

hundred and eighty-seven, and of the Independence of the 

United States of America the two hundred and eleventh. 



ANNEX 

Subpart B of part 2 of the Appendix to the Tariff Schedules of the United States is 
modified by inserting in numerical sequence the following new items and superior heading, 
set forth herein in columnar form, in the columns designated "Item", "Articles", "Rates 
of Duty 111 , and "Rates of Duty 2", respectively: 

Effective with res ect to articles entered or withdrawn from warehouse for consum t i on 
on or after April 17, 19 7 

945.83 

945.84 

945.85 

945.86 

"Articles the product of Japan: 

Automatic data processing machines, 
of the type of which the constituent 
units are integrated in the same 
housing, whether finished or 
unfinished, which incorporate a 
microprocessor-based calculating 
mechanism, are capable of handling 
data words of at least 16-bits off 
the microprocessor, and are designed 
for use with a non-CRT display unit, 
whether or not capable of use 
without an external power source 
(provided for in item 676.15, 
part 4G, schedule 6) ••••.••••••••••••••• 100% ad val. No change 

Automatic data processing machines, 
of the type of which the constituent 
units are separately housed, whether 
finished or unfinished, which incor-
porate a microprocessor-based calcula-
ting mechanism, are capable of handling 
data words of at least 16-bits off the 
microprocessor, designed for use while 
affixed to or placed on a table, desk, 
or similar place (provided for in item 
676. 15, part 4G, schedule 6) .•••••.•.••• 100% ad val. No change 

Rotary drills, not battery powered, 
with a chuck capacity of 1/ 2 inch or 
llX)re; electropnel.lDB.tic rotary and 
percussion hanmers; and grinders, 
sanders, and polishers (except angle 
grinders, sanders, and polishers, 
belt sanders, and orbital and 
straight-line sanders), the foregoing 
which are hand-directed or -controlled 
tools with self-contained electric llX)tor 
(provided for in item 683.20, part 5, 
schedule 6) • • . • . • • • • • • • • • • . • • • • • • • . . • • • • . . 100% ad val. No change 

Complete color television receivers con-
t aining in a single housing apparatus for 
receiving and displaying off-the-air each 
standard U.S. broadcast channel, with or 
without external speakers, having a single 
picture tube intended for direct viewing, 
with a video display diagonal of 18, 19, 
or 20 inches (all the foregoing provided 
for in item 684.92, part 5, schedule 6) .• 100% ad val. No change 



PRESS GUIDANCE 

o The sanctions -- prohibitive tariffs on $300 million of 
Japanese products -- are imposed more in sorrow than anoer. 

o The sanctions are r.ccessary because the aqreement has not 
obtained its objective: a cessation of dumping and rnre 
market access in Japan. 

o We are ready to withdraw the sanctions when we have firm and 
continuing evidence that the objectives of the agree~ent are 
being met. The Japanese have taken recent actions to begin 
to come into compliance with the agreement, which is an 
encouraging sign. 

o The product list was very carefully developed -- with two 
days of public hearings -- to avoid harming U.S. interests. 
To the extent that U.S. interests may be unavoidably harmed 
-- it is an excellent illustration of why this 
Administration has fought so hard in the Congress against 
protectionism and retaliation. 

o The Japanese decision on how to respond is entirely theirs. 
We do not have any comment. 

We want to carefully avoid: 

1. Casting this issue as anti-Japanese. Prime Minister 
Nakasone is under domestic political pressure on the U.S. 
sanctions; the further appreciation in the value of the yen 
in the past week or so; and the difficulties he is 
encountering in the Diet over the budget. (Last night the 
LDP used its majority in a forceable manner in the lower 
house to pass a budget over the opposition of all opposition 
parties. This was the first forceable vote since 1982. The 
opposition parties have indicated they will not go along 
with the LDP parliamentary procedures until Nakasone's VAT 
is• withdrawn.) 

2. Giving any hint of protectionism or a trade war. We do n~t 
want a market reaction similar to that which occurred when 
the Administration announced we were conte~plating 
sanctions. 



STATEMENT BY THE PRESIDENT 

I am today releasing the list of Japanese exports to the United 

states upon which tariffs are being raised, effective today, in 

response to Japan's inability to enforce our September 19 86 

agreement on semiconductor trade. 

I announced my determination to take these actions on March 2 7 

after it became apparent that Japan has not enforced major 

provisions of the agreement aimed at preventing dumping of 

semiconductor chips in third country markets and improving U.S. 

producers' access to the Japanese market. The health and vitality 

of the U.S. semiconductor industry are essential to America's 

future competitiveness. We cannot allow it to be jeopardized by 

unfair trading practices. 

In my March 27 announcement, I said we would impose tariffs on 

$300 million in Japanese exports to the United States to offset 

losses suffered by American semiconductor producers as a resul t 

of the agreement not being fully implemented. The products upo n 

which the tariffs are being raised were chosen to minimize t he 

impact on American consumers and businesses. All these products 

are available from domestic or other foreign producers. 

These actions are being taken to enforce the principles of fr ee 

and fair trade. 

I regret that these actions were necessary, and I hope the tarif ~s 



can be removed very soon. We will eliminate them as soon as we 

have firm and continuing evidence that the dumping in third

country markets has stopped and that access to the Japanese 

market has improved. 

I am encouraged by recent actions taken by the Government of 

Japan to improve their compliance with the agreement. We believe 

the agreement is in the best interests of both Japan and the 

United States and we look forward to the day when it is working 

as effectively as it should. 



FACT SHEET 

Background 

on September 2, 1986 the U. s. and Japan signed an agreement on trade 

in semiconductors designed to promote free trade in semiconductors 

on the ,basis of market principles. In that agreement, the 

Japanese government committed to prevent sales below cost by Japanese 

semiconductor producers in third-country markets and to enhance sales 

opportunities in the Japanese market for foreign-based producers. 

Furthermore, the Japanese government agreed to prevent dumping in 

the United States. 

The part of the agreement concerning dumping in the United States 

appears to be working satisfactorily, but the provisions concerning 

third-country dumping and access to Japan's market are not being 

properly implemented. 

U.S. officials met with their Japanese counterparts in October , 

November and December to address major problems under the agreement. 

In addition, on January 28, 1987 emergency consultations were 

held in Japan to address evidence of Japanese noncompliance with 

the agreement's third-country dumping and market-access provisions. 

At the January 28 consultations, U.S. officials notified t he 



Government of Japan that the U.S. would take appropriate steps to 

enforce the agreement if third-country dumping did not end within 

30 days and if foreign semiconductor sales in Japan did not 

increase within 60 days. 

A comprehensive Commerce Department analysis of Japanese pricing 

activity in third-country markets conclusively demonstrates that 

significant dumping was still occurring as of the February 28 

deadline. At that time, Japanese-produced DRAMS (an advanced 

type of semiconductor) were being sold on average at 59.4 percent 

of the fair value, while EPROMS (another advanced semiconductor) 

were being sold at 63.6 percent of the fair value. If dumping of 

this magnitude were to continue, U.S. semiconductor companies 

would have little or no chance to compete in overseas markets. 

The deadline to improve access in Japan for foreign semiconductors 

was March 28. The Commerce Department has analyzed the relevant 

data and determined that market access has not improved since the 

agreement was signed. Indeed, U.S. access to Japan's semiconductor 

market has declined from 8.4 percent in September to 7.9 percent 

in March. 

The President's Action 

The President has decided to impose sanctions on certain Japanese 

exports to the United states. These sanctions will remain in 

place until the semiconductor agreement is properly implemented. 



A notice was placed in the Federal Register Monday, March 3 o 

listing possible products on which sanctions could be imposed. 

After a public comment period of 14 days, and two days of public 

hearings on April 13 and 14, the Administration selected from the 

list products against which retaliatory action is being taken. 

Effective today, 100 percent ad valorem tariffs will be imposed 

on Japanese products totaling approximately $300 million, offsetting 

the lost sales opportunities by U.S. industry. 

These sanctions will not deprive American consumers of the products 

against which retaliatory action will be taken. All products on 

the list can be supplied by domestic or other foreign producers. 

The higher tariffs, which will be placed only on Japanese imports 

of these products, will be removed -when it has been determined 

that the agreement is being fully implemented. 



Question 

When will the sanctions be lifted? 

Answer 

The United States Government will lift the sanctions when it 

determines that there is firm and continuing evidence that the 

objectives of the agreement are being met. 



Question 

What constitutes "firm and continuing" evidence that the agreement 
is being met? 

Answer 

We will decide that firm and continuing evidence exists when we 

have statistically valid evidence that all provisions of the 

agreement are being complied with, and that such compliance has 

existed over a reasonable period of time. This will obviously 

require that data on market access and third-country dumping 

demonstrate to our full satisfaction that a clear, continuing and 

unambiguous trend exists that the objectives of the agreement are 

being met. 

We intend to monitor the relevant evidence on the most intensive 

basis possible, to ensure that our decision as to whether a 

pattern of compliance exists will be as sound and as fair as it 

can possibly be. In this regard, the Japanese Government will be 

invited to submit to our experts any data it has collected or 

will collect that may be relevant to the market access and third

country dumping issues. Our experts will carry out an intensive 

and meticulous review and analysis on all data, both our own a r.d 

any reviewed by the Japanese side. on the basis of this analys is 

the U.S. Government will decide when the evidence justifies a ~y 

decision to lift the sanctions. 



QUESTION: 

Why did the Administration increase tariffs on other products 
instead of retaliating against semiconductors themselves? 

ANSWER: 

Unfair pricing of semiconductors already is being controlled by 

the antidumping suspension agreements monitored by the Department 

of Commerce. The Administration concluded that increasing 

tariffs on semiconductor imports from Japan would cause much more 

damage to U.S. users than to the Japanese producers. 



Question 

Why did the U.S. Government decide to take these actions? Wasn't 

this a hasty action? 

Answer 

These actions were unavoidable because of the Government of 

Japan's inability to enforce the semiconductor agreement. We had 

conclusive evidence that two of its major provisions -- dealing 

with dumping of chips in third-country markets and with access to 

Japan's market for foreign producers -- were not being implemented. 

This was certainly not a hasty decision. U.S. officials met with 

their Japanese counterparts in October, November and December to 

address major problems under the agreement. In addition, on 

January 28, 1987 emergency consultations were held in Japan to 

address evidence of Japanese noncompliance with the agreement's 

third-country dumping and market-access provisions. 

At the January 28 consultations, U.S. officials notified the 

Government of Japan that the U.S. would take appropriate steps t o 

enforce the agreement if third-country dumping did not end with in 

30 days and if foreign semiconductor sales in Japan did not 

increase within 60 days. Unfortunately, the Government of Japa n 

did not take the necessary steps to bring Japanese companies into 

compliance by those deadlines, forcing the U.S. to impose these 

sanctions. 



Question 

Will Japan retaliate in reaction to these measures? What will be 
the Administration's response if Japan retaliates? 

Answer 

We do not know what the Japanese reaction will be. They have not 

communicated their response to us. Obviously we hope they will 

take no actions other than those which implement the agreement as 

soon as possible. It is in the interest of neither country to 

engage in an escalating series of retaliation and counter

retaliation. 



Question 

Won't these sanctions increase prices for American consumers? 

Answer 

Following the President's March 27 decision to impose sanctions, 

the public was given 14 days to comment on the proposed list. In 

addition a two-day hearing was held on April 13-14 to allow 

witnesses to testify on which products should be selected for 

sanctions. Over 80 witnesses took advantage of this opportunity. 

The effect on American consumers and industries was of paramount 

concern during deliberations to select the final retaliation 

list. All the products upon which tariffs are being imposed are 

available from other foreign or domestic suppliers. Because 

these tariffs are being imposed only on Japanese imports, with 

domestic and other foreign suppliers remaining unaffected, price 

increases will be minimal. 

The products upon which sanctions are being imposed were chosen 

on an interagency basis, and all public comments were taken into 

consideration. The recommendations were forwarded to the President, 

who made his determination today. 

The degree to which U.S. interests may be harmed illustrates th• 

pitfalls of protectionism. The consequences of a truly protectionist 

action would be much more severe. 



QUESTION: 

How did the Administration come up with the $300 million figure 
in determining the level of sanctions to be taken against Japan? 

ANSWER: 

The $300 million figure consists of two parts: ( 1) $165 million 

for sales U.S. industry would have made in the Japanese semicon

ductor market if the market access provisions of the agreement 

had been adequately implemented; and (2) $135 million for the 

sales U.S. industry lost due to continued dumping in third 

country markets by Japanese companies. 

Market Access This figure is based on the expectation that 

foreign sales of semiconductors in , Japan should increase at a 

"gradual and steady" rate, as provided by the agreement. $165 

million represents the lost U.S. sales (excluding sales non-u.s . 

firms would have enjoyed in Japan) annualized from September 

1986. 

Third Country Dumping -- The $135 million figure was calculated 

on the basis of lost U.S. industry sales revenue derived from t he 

actual below cost prices of Japanese DRAMs and EPROMs in th i r d 

countries, the increase in Japanese share of semiconductor memo ry 

products in third country markets, and the size of the th i r1 

country market for these products. 



QUESTION: 

on what evidence did the Administration base its decision to take 
action with respect to Japanese dumping in third country markets? 
How extensive was the Department of Commerce analysis of Japanese 
dumping in third country markets? 

ANSWER: 

The Administration had documented evidence of continued Japanese 

dumping in third country markets. The Department of Commerce 

conducted an analysis of the pricing activity of Japanese DRAM 

and EPROM semiconductors in third country markets. Their report 

was extremely thorough and represented a very large percentage of 

Japanese sales during the month of February. Our conclusion that 

Japanese companies continued to dump semiconductors in third 

country markets, despite the agreement.-, was based on 211 individual 

transactions accounting for a total of approximately 4.3 million 

chips. This represented an estimated 22 percent of total transac

tions during the month of February. Prices of DRAMs and EPROMs were 

found to be at a level that represents 59.4 and 63.6 percent of 

their cost, respectively. 

Thus, given the thorough and extensive Commerce report, the 

question of continued dumping by Japanese companies, despite the 

provisions of the Semiconductor Agreement, is not in doubt. 

(Note: The Commerce report is classified because of business 
confidentiality and is not available to the public.) 




