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PEOPLE THAT SHE IS CONSIDERING NJT RUMNING FOR REELECTION.
THE MAJOR PROBLAM KEEPING ﬁgi FRAM. THIS DECISION IS THAT SHE . )
I

_CAN-FI#D NO ONE YO RUN IN AR PLACE. LOCAL NEW ORLEANS .
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THE PAST FOUR YEARS AND TELL HER
~RUN AGAIN: EXPLAIN H@W HER RUNNIN

THE PLATFORM COMMITTEE MEETINGSs TELL HER YOU HEARD ABOUT'
HER YEOMAN%S SERVICE AND LONG HOURS.

2. TELL HER HOW IMPORTANT LOUISIANA IS IN YOUR REELECTION _ ,
STRATEGY. |, A .
3+« THANK HER FOR HER ADVICE AND ?gPPORT IN CONGRESS OVER . b
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July 3, 1980
MEMORANDUM FOR: THE PRESIDENT
E'ROM: ZRICNIEW BRZEZINSKI : s
SUBIECT: Hasting the American Flag at Clesing

Ceremonies of Moscow Qlympics

Lloyd Cutler and Warren Christopher have recammended to you
that we not object to raising the U.S. flag and playing the
national anthem at the vlose of the Moscow Qlympics. This

is a poor idea under any circumstances. Such an action would
he seized upon and played as a. symbol of the failure of the
Olympic boycott and would reflect on you directly.

The fear that our failure to cocperate could place the 19584
Los Angales gawes in jeopardy 1s unfounded. IOC action to
move or cancel the 1984 games would require courage and leader-
shiw in a measure which the IOC has been totally unable to
display to date.

It is my view we should resist by all available means any
attempt te display the U.S. flag or play the U.S. anthem in
Mosiaoow, Qthor countries engaged 1n the boycott have issued
very expilicit instructions that their flag is not to be
vsad undey any circumstances and some are prepared to take
drastic action to prevent it. As the leader of the boycott
we must be prepared to do no less,

DECLASSIFIED

.0.12958, Sec.3.6
PER RE = 259
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THE WHITE HOUSE

WASHINGTON

July 3, 1980

MEMORANDUM FOR THE PRESIDENT

FROM: ' LLOYD CUTLER BZ ﬂ -
SUBJECT: .Hoisting*of‘American Flag at Closing
Ceremonies of Moscow Olympics

Mayor Bradley may well raise with you the question of whether
the American flag can be raised at the closing ceremonies of
the Moscow Olymplcs.'

The rules of the International Olympic Committee (IOC) state
that the national flag of the city selected to organize the

next 'Olympic-Games -[Los Angeles] must be hoisted briefly at

the closing ceremonies of the Olympic Games, while the U.S.
anthem is played. The Los Angeles Olympic Organizing Committee,
which has worked very closely with Mayor Bradley, would like

to adhere to this rule, since they ‘are fearful that any violation
of the rule could jeopardize the Los Angeles Games. JInformal

‘State Department soundings with IOC officials suggest that a
violation of. this IOC.rule might indeed pose. significant problems

for Los Angeles.

The State Department has previously sent demarches to the Soviet
government, the Moscow Olympic Organizing Committee, and: the IOC
requesting that the U.S. flag not fly in connection with the
Moscow Olympics. The U.S. Embassy in Moscow has made an even
stronger public statement specifically referring to the closing

ceremonies among other occasions. 1In response to a press question,

Hodding Carter has stated that the USG opposed the flying of the
flag, but that the‘matter was up to the USOC.

Lord Klllanln has told LAOOC officials that he requested permission
‘to have the flag flown during his meeting with you and that you

agreed to it. ' Warren Christopher and I have no recollection of
such' an exchange, and the memcon of the meeting does not mention
it. Klllanln has a copy of the memcon, and has not raised the
issue w1th us.; -

On balance,’Chris and I believe: that we should not object to . ..
the IOC . briefly raising the flag and playing the anthem.at the
closing ceremonies. We cannot physically prevent it anyway.

JUREE T R



Raising the flag to conflrm the announcement of the

1984 Games in- Los Angeles is .a plus; since it negates
further speculatlon that:.the IOC will cancel and makes

it harder for 'the: SOV1ets to boycott It 51mply indicates
our support for:- the Olymplc movement whlch you have -
reafflrmed on- many occa51ons._ - :

We recommend that 1f Bradley ralses the p01nt you reply
that we w1ll study the matter. Meanwhlle we-will consult
Watson and ask if he has -any strong objectlon ‘to. permlttlng
this limited use of the flag and anthem. We will give you
a final recommendatlon after hearing from Watson.
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THE WHITE HOUSE /
WASHINGTON
 tu e neer P S
July 7' 1980 ?M{ ,)_,/2)@/1
_ 402412
MEMORANDUM FOR THE PRESIDENT : /L\.

FROM: ETU Ezzsnsmﬁ/ﬁ' K

Attached is a decision memo that Ambassador Askew prepared for yon
on the issue of duties to be applied to imported light-weight

trucks. This memo was part ¢of the larger package of memoranda
prepared for your recent meeting on the auto policy, but it was
buried in the package and you may not have read it. Briefly, it

asks you to decide whether %o leave in place the 25% duty on imported
light-weight trucks; to use the tariff to gain trade concessions fram
Japan: or to simply lower the duty.

This decision is an extremely important one to the auto industry,
which would strongly favor maintaining the duty at 25%. The Vice
President, Ambassador Askew, Secretary Klutznick, Secretary
Marghall, Secretary Goldschmidt and I believe that a decision to
maintain the 25% duty will add immeasurably to the auto package
you ars announcing tomorrow; if that item is included in the
package, the likelihood of a favorable response from industry and
labor is considerably improved. For that reason, I recommend that
you read the attached memorandum and be prepared to include a
decigion as part of your announcement.

My own recommeandation was inadvertently not reflected in the

decigion part (page 8) of the Askew memo. FEssentlally, I favor

Option IIl1 -- maintaining the 25% duty -- because I believe that

this option will add needed strength to the auto policy.

If you decide, however, on Option II -- using the duty as a negotiating
lever to gain conceasions -- I strongly recommend that it be clear

that any conceasgions will be in the auto area. Tradc concessions

from the Japanese in other areas, which appears to be the approach

suggested in Option II, will not in any way satisfy the concerns of
the auto zndustry.

Electrostatic Copy pmade .
for Preservation Purposes - DECLASSESHE% 6
c.3.
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“ THE WHITE HOUSE
WASHINGTON

July 7, 1980

MEMORANDUM FOR THE PRESIDENT

FROM: - 7’;’{ STU EIZENSTA‘I\‘%/&K

Attached is a’ dec151on memo that Ambassador Askew prepared for you
on the issue of dutles 'to be applied to imported light-weight

trucks. This memo‘:was part of the larger package of memoranda
prepared for your recent meeting on the auto policy, but it was
buried in the package and you may not have read it. ' Briefly, it

asks you to decide whether to leave in place the 25% duty on imported
light-weight trucks; to use the tariff to gain trade concessions from
Japan; or to simply lower the duty. '

This decision is an extremely important one to the auto industry,
which would strongly favor maintaining the duty at 25%.  The Vice
President, Ambassador Askew, Secretary Klutznick, Secretary
Marshall, Secretary Goldschmidt and I believe that a decision to
maintain the 25% duty will add 1mmeasurably ‘to the auto package
you are announcing tomorrow; if that item is 1ncluded in the
package, the likelihood of a favorable response from industry and
labor is considerably improved. For that reason, T recommend that
you read the attached memorandum -and be prepared to include a
decision as part of your announcement.

My own recommendation was inadvertently not reflected in the

decision part (page 8) of the Askew memo. Essentially, I favor

Option III -- maintaining the 25% duty -- because I believe that

this option will add needed strength to the auto policy.

If you decide, however, on Option II -- using the duty as a negotiating
lever to gain concessions -- I strongly recommend that it be clear

that any concessions will be in the auto area. Trade concessions

from the Japanese in other areas, which appears to be the approach

suggested in Option II, ‘will not in any way satisfy the concerns of
the auto 1ndustry.
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THE WHITE HOUSE
WASHINGTON

July 7, 1980

MEMORANDUM FOR .THE. PRESIDENT

FROM: . 'sTU EI'ZENSTAT%«

RALPH SCHLOSSTEIN

SUBJECT: Meeting with the Auto Industry and Leadership
- of ‘the United Auto Workers

July 8, 1980

7:15 a.m.

Terminal of Detroit, Mich. Airport

Press Plan: Photo opportunity at beginning of
meéting; Presidential statement
after the meeting; Secretary
Goldschmidt, Secretary Miller and
Stu Eizenstat. to answer questions
after Presidential statement

Purgose:

The meeting is designed to follow-up on your meeting with the
auto industry .and labor eight weeks ago. It will provide you
with .an opportunity to describe. the actions that you will take
to help the ‘industry solve .its current and future problems.

It also will give business and labor an opportunity to outline
the commitments that they will make to help solve their own
problems.

Participants:

Vice-President ‘Mondale

»Chalrman .Thomas . A.. Murphy (GM)
President.Elliott ‘M.. Estes (GM) .
Chairman Philip:Caldwell. (Ford Motor. Co.)
“Presidént’ Donald:Peterson. (Ford ‘Motor Co.)
Chairman: ‘Gérald. C.. -Meyers . (Amerlcan Motors)
Pre51dent Wiei Paul Tlppett (Amerlcan Motors)
Chairman:Lee:A. ;:Lacocca . (Chrysler)
Pres1dent ‘J. :Paul. Bergmoser (Chrysler)
 President :James: W.’ McLernon. (Volkswagen of America)
President: Douglas A. ‘Fraser - (uAw)

Vice President-Don’ Ephlln (UAW)

Vice President.Owen:Bieber (UAW)
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Vice President Mark Stepp (UAW)

Vice President Ray Majerus (UAW)

Secretary of the Treasury G. William Miller
Secretary of Transportation Neil Goldschmidt
Stuart Eizenstat

Ambassador Reuben Askew

Administrator Douglas Costle (EPA)

Background:

On May 14, 1980, you met with the auto industry leaders and

the leadership of the United Auto Workers. At that meeting

ryou pledged that your advisors would undertake .a thorough .review
of the current and future problems of the auto ‘industry. You
also asked your advisors to develop a list of recommended actions
that could be taken. by the Administration to help the industry.
Finally, you asked the business and labor leaders to.develop
actions that they could take to improve the current and future
prospects for the auto industry.

You will open the meeting with a statement that: 1) expresses
your concern about the current condition of the auto industry;
2) outlines the actions you .intend to take immediately to
improve the prospects for the industry; 3) emphasizes your
commitment to a continuing effort to address the concerns of
this critical industry; and 4) requests that the industry and
labor leaders participate in an Auto Industry Committee --
composed of business, - labor and government representatives.
After the meeting you will meet very briefly with the Michigan
Congressional delegation (with whom the Vice President, Secretary
Goldschmidt and I will already have met) and then make a brief
statement to the press. (A draft of the statement was sent to
you separately.) Secretary Goldschmidt, Secretary Miller and
I will remain to answer questions.

The Vice-President will meet with the leadership of the UAW,

Ford and GM tonight. Neil Goldschmidt, Bill Miller and I will
meet with Chrysler, AMC and VW. We will press them for specific
commitments and for statements of support for your effort. The
Vice-President will report to you on the results of these meetings
when you arrive. He will also advise you as to the order in which
you should call on the participants. The talking points on

labor and industry contributions are contingent on the results

of these meetings.

Talking Points:

o I come to Detroit at a time when the automobile industry
and your city face a very difficult period of transition.



L hyou ralsed Theé‘

The recess1on and the rap1d Shlft by consumers. to smaller,
‘fuel_eff1c1ent cars. have dramatlcally reduced domestlc :auto

;Yet the flnanc1al needs of the auto 1ndustry to weather
.,fthese dlfflcultles and to retoolbfor ‘the future.have never
ﬂbeen greater.:"l' : ' : o : , :

I come to Detr01t fllled w1th a. deep personal concern about
che problems thatvhave3been created by thlS dlfflcult perlod
; of trans1tlon.3m~ ok T S

I am. deeply dlsturbed that the tragedy of 25: percent auto
unemployment ‘has’ brought hardshlp and despair to.: the lives
of so: many Amerlcan famllles. ‘

I am troubled that the decllne 1n profitability of the
industry ‘may make*it: more dlfflcult for you to retool for
the future.

And I am: concerned that insufficient capacity to produce
small fuel-efficient .cars domestlcally ‘has. contrlbuted to
"increased purchases Of forelgn imports.

But I also.come to. Detroit filled with hope .and.confidence
_.about the future: for:.the.auto industry is and will remain
'the backbone of America's: industrial. base.

Eight weeks ago we met. in the White House to discuss the
current‘and future problems of the auto industry.

We agreed. that an unprecedented cooperatlve effort involving
government, buSLness and. labor . -= would be needed.: to help
‘the” auto industry weather the. dlfflcult tran81tlon perlod
'.of the next three years. . ‘

'10ver the past elght weeks, my adv1sers have worked day and
- . night to: develop proposals that”address many .of .the concerns
ollow1ng results from thlS effort-

5We W1ll propose S1gn1f1cant changes in. prospectlve
}regulatlons ‘that will: increase: the 'industry's cash

-flow by  more than..$500 mllllon in. the next -three years.
“This cash flow will help’the’ 1ndustry assemble the
.icapital needed to. retool. for: the: future. .In: -addition,

" the Department of. Transportatlon w1ll make certain that
“.regulations .to.be issued. in.the coming: years will reflect
ﬂa sen51t1V1tyﬂto”the 1ndustry s cash- flow problems.
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o We will provide substantial new economic aid to the
cities and towns affected by plant closings and
extended shutdowns. More than $50 million of additional
aid will be set aside to help the affected 01t1es and
towns attract new industry and jobs.

o We will make more than $200 million of additional loan
guarantees available to struggling auto dealers. These
funds will allow .them to obtain much needed worklng
capital in this difficult transition.period.

o I am instructing the Treasury Department .to accelerate
its review of the depreciable lives of auto manufacturing
equipment and tools, so that current practices reflect
the true economic obsolescence of these items. I am
also asking the Treasury Department to examine the
possibility under—present law of revising the tax
treatment of certain special tools used by the industry.
And, in developing general tax measures for enactment
when economic conditions warrant, I will give careful
consideration to the capital formation problems of the
automobile and other industries that constitute America's
industrial base. These changes, when they are implemented,
will help the industry obtain the cash flow needed to
retool its plants.

e} Finally, I have asked all of you to join me in forming
an Auto Industry Committee, so that we can address the
problems of the industry on a continuing and cooperative
basis in the future. I believe that such a cooperative
effort, similar to that pursued by Japan, is needed so
that the American auto industry can strengthen its
competitiveness in the world and domestic markets.

I also want to ensure that the American commitment to free
trade is accompanied by a firm commitment to fair trade
from our trading partners.

Japan is a valued ally. It has stood by us in our efforts
to free the American hostages in Iran and to induce the
Soviet Union to remove its troops from Afghanistan.

But our relationship with Japan must continue to be strengthened
on the basis of. fair and reciprocal trade ‘benefits.

Therefore, I have asked the Japanese to open their markets

to American cars and parts, and to expand significantly their
investment to produce cars and parts in the U.S. Japan has
made important commitments in.response to these requests, which
will benefit American labor and industry.
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Lfn addition, I have asked the United States International
Trade Commission (ITC), to accelerate its investigation of
the auto industry and to report their findings to me as
soon as possible. The ITC's investigation is too important
to be considered in a business-as-usual fashion./

Finally, in response to my request at the recent Venice
Summit, the Japanese announced yesterday that they do not
plan any significant expansion of their auto manufacturing
capacity over the next few years.

But the real significance of what we have done does not lie
in these actions. They are the beginning, not the end of
the process.

The real significance lies in.the commitment that all of us
have made to work together to solve the auto ‘industry's
problems -- business, labor and government working shoulder
to shoulder to build a better future for America's auto
industry.

I want to ask you to join me in establishing an Auto
Industry Committee -- a cooperative partnership through
which we can advance both the interests of our Nation, and
the interests of business, labor and the consumer.

For my part, I pledge the continued cooperation of my
Administration to achieve these goals. And I pledge my
continued personal involvement in helping to solve the
problems of this critical industry.

But these goals cannot be achieved by Government alone.

They will require commitments from you as well. From
industry, we will need substantial investments in the
United States to manufacture small, fuel-efficient and
safe cars, and to employ American workers.

From industry, we will also need a renewed commitment to
continued progress on fuel-economy and other issues that
are essential to the achievement of our energy and economic
objectives.

From labor and management, we will need joint efforts to
restrain prices and make the costs of production in: America
more competitive with costs . overseas.

And we will need extra efforts to maximize productivity,
and to ensure the production of high quality products.

We have a big job to do. But I am confident that, if we
work together, we can meet the challenge.
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THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON

20506
DECISION June 30, 1980
MEMORANDUM FOR: THE PRESIDENT
FROM: Reubin O'D. Askew, Chairman

Trade Policy Committee

SUBJECT: U.S. Trade Relations with

Japan: Trade in Light Trucks

Issue

On May 23 the U.S. Customs Service announced, as the result
of a quasi-judicial process, that cab chassis (lightweight
truck chassis with the cab attached but without cargo boxes)
which are dutiable at 4 percent will be reclassified as
unfinished trucks dutiable at 25 percent. You need to
decide whether a) to leave the higher duty in place, b) to
use it as a negotiating lever to gain trade concessions from
Japan, or c) to lower it unilaterally.

Background

A 1979 court decision, which reversed the rationale of an
earlier ruling on which Customs had relied, prompted the
review of cab chassis classification. Customs made its
decision to reclassify on the legal and technical merits.

Reclassification will affect the so-called "mini-pickups,"
an item of major trade interest to Japan. Heavier trucks
from Europe without cargo boxes are not now affected. 1In
1979, approximately 389,000 mini-pickups valued at $1l.4
billion were imported from Japan: roughly half by Toyota
and Nissan, and half by GM, Ford and Chrysler. 1In the first
quarter of 1980, imports of these trucks rose to a projected
annualized rate of 480,000 valued at $1.8 billion.

The currently applied 25 percent rate was proclaimed in 1963
as a penalty duty directed against EC truck exports as part
of U.S. retaliation for European import restrictions on U.S.
poultry. (Before that the tariff was 8.5 percent.) The
increased tariff curtailed Volkswagen exports to the U.S. of
its cargo vans and trucks. (Ironically, VW is now the only
firm producing comparable small trucks in the U.S.--30,000
to be produced in 1980--although GM and Nissan have announced
plans to start U.S. production, and Ford is expected to do

the same.)
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In the early 1970s the Japanese began shipping cargo boxes
and cab chassis separately for assembly in the U.S. to take
advantage of the low 4 percent duty on cab chassis. Customs
found this practice acceptable for about 10 years until a
recent court decision caused it to reconsider. In making
its decision to reclassify lightweight cab chassis as
substantially complete trucks, Customs noted that U.S.
assembly involved less than 3 percent of the parts and 7
percent of the value of the completed trucks.

Following normal practice, the reclassification will become
effective 90 days after the May 23 announcement, i.e., on
August 21. Before or after August 21 you have authority to
reduce the 25 percent duty on trucks: (a) unilaterally to
8.5 percent either temporarily or permanently; (b) by a
combination of unilateral action and agreement with Japan,
to any rate of duty between 25 percent and 6.8 percent or
possibly a tariff-rate quota with a higher rate of duty on
imports over a certain quantity; and (c) by an agreement
with Japan which is approved by Congress to any rate of duty
between 25 percent and free.

During the MTN the U.S. offered to reduce its truck tariff

from 25 to 3.4 percent. The EC offered only minimal payment
and we withdrew the offer. Separately the U.S. indicated to
Japan in the MTN that, in view of the controversy concerning
the classification of cab chassis, the U.S. would be willing

to consider a reduced tariff for mini-pickups. Japan did

not show much interest, and the U.S. also withdrew this

offer. Last December we again offered to negotiate a reduction
in the truck duty, but Japan was not interested.

Reclassification comes at a difficult moment for the Japanese
politically. The Ohira Government fell May 16 and Mr. Ohira
died on June 12. Elections were held June 22, but until the
establishment of a new government in mid-July at best, it is
unlikely the GOJ could negotiate a major tariff reduction.
Although any new government in Japan will maintain close

ties with the U.S., it will face increasing pressure from
business circles--which were instrumental in the LDP's
smashing victory--to retaliate against a six-fold increase

in the duty on a major Japanese export.

So far, the GOJ reaction to the reclassification announcement
has been low-key. Japanese Embassy officials met with
representatives of several USG agencies to express the GOJ's
great regret that Customs decided to reclassify, to indicate,
from their point of view, that we owe them because the U.S
raised a duty 21 percentage points, to state that reclassifi-
cation will be a problem in the context of GATT, and to

reserve the GOJ's GATT rights.  (The GATT issues are complicated
and without precedent; however USTR lawyers believe that a
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sound GATT defense can be made by the U.S.) The GOJ has
reminded us of its recently announced auto package, indicated
reclassification will create difficulties for these efforts,
and urged the USG to reduce the truck tariff to avoid
disruption to trade. (Japan acted unilaterally in taking

the initiatives contained in the auto package. While we told
the GOJ it would be given credit for eliminating duties on
auto parts in any subsequent dealing on automotive products,
we made it very clear that we were not committed to initiating
discussions or reducing the tariff on trucks.)

Domestically this issue cannot be isolated from the problems
currently facing the U.S. auto industry and its workers. 1In
your May 14 meeting with them, Caldwell of Ford, Meyers of
AMC, and Fraser all stressed the importance of maintaining
the 25 percent truck tariff at this time of drastically
declining sales and employment in the industry. May truck
production was off 67 percent from last year, while May car
output was off 44 percent. The 31 percent import penetration
(from January to April) of the U.S. light truck market,
moreover, is higher than the 27 percent import share of the
car market. Additionally, the industry is concerned that a
reduction in the 25 percent duty (which applies to cargo

vans as well as trucks) would result in huge increases in

the presently negligible cargo van imports further depressing
U.S. motor vehicle sales. (None of the options below
contemplates a reduction in the tariff on cargo vans nor

have the Japanese requested such a reduction. If you approve
an option to reduce the tariff for mini-pickups it will be
done without reducing the tariff on cargo vans.)

Caldwell has reversed his company's previous request that
the effective date of reclassification be delayed for 2%
years (until Ford's planned U.S. small truck capacity is in
operation). He claims that immediate imposition of the 25
percent duty would increase U.S. truck sales by up to 200,000
units and auto employment by up to 20,000 jobs during the

1981 model year. (There is general agreement, even by
individuals in the industry, that these estimates are highly
exaggerated.) GM believes the higher tariff should be

enforced but that it could be used as a bargaining chip and
reduced over time to induce production in the U.S. Nissan
has asked that implementation of the reclassification be
delayed for 2% years when its U.S. truck plant will be in
operation. Chrysler suggests the increased tariff be phased
in but does not believe it will result in significant sales
or employment benefits. Toyota has requested that the
tariff be reduced to 6.8 percent and that implementation be
delayed for a reasonable period of time.

—CONFIBENTiAL



Estimating the impact on the U.S. truck market of an immediate
21 percentage point increase in the duty is difficult. The
impact depends largely on assumptions of how much of the

duty increase would be passed through to retail. Toyota has
announced a price increase of $800 per truck. Toyota believes
the 25 percent tariff will result in a 30 percent decrease

in all imports of mini-pickups. Toyota claims it could be
subject to dumping charges if it absorbed a substantial
portion of the 25 percent duty. The recent erosion of the
yen/dollar exchange rate has considerably narrowed profit
margins and could further support such dumping charges.

U.S. Government estimates indicate that the price increase
could range from $800 (or 16 percent) 'to $400 (or 8 percent)
per truck. 1In the former case imports would fall by approx-
imately 26 percent and in the latter by 13 percent. In view
of the recent appreciation of the yen. vis-a-vis the dollar,
it is likely that the price increase would be closer to the
high side of these estimates.

Some consumers will shift to domestic pickups and station
wagons, others to imported small cars and station wagons,

and others will defer purchases. To the extent that the
higher duty on mini-pickups would lead to increased sales of
domestic trucks, there could be a small increase in oil
imports. The mini-pickups are more fuel efficient than the
nearest, comparable U.S.-made pickup (half-ton) by an average
of about 5 mpg when not loaded. However, the fuel economy
advantage of the imports decreases as the pay load increases.
The new Corporate Average Fuel Economy requirements will
force fuel economy improvements on U.S.-made trucks thereby
reducing fuel economy as a distinguishing feature in the
next few years.

Projections indicate that the total U.S. production of mini-
pickups will remain at the 30,000 units made by Volkswagen
until model year 1982 even if the 25 percent reclassification
occurs. GM will at that time have a plant in operation with
a capacity of 250,000 to 300,000 mini-pickups. In 1983
Nissan's U.S. production will enter the market with 120,000
units. It is anticipated that Ford will announce plans to
build mini-pickups.

Customs and Nissan officials indicate that exporters and
importers will have difficulty finding a new loophole to
circumvent reclassification. Toyota is reviewing the
possibility but doubts that it will be economically feasible.
Ford, Chrysler and GM indicate they are not exploring a new
loophole. In order to be dutiable at the cab chassis rate
manufacturers could increase substantially the U.S. value
added, labor or parts, or they could remove the cab entirely.
Customs will rule on particular configurations on a case-by-
case basis. Customs has not yet received a formal request
for a new ruling.
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options _ CONFIBENTIAL

Option I: Seek to negotiate the best possible package of
concessions from Japan before reclassification is implemented
August 21, 1980. Whatever concessions are obtained will be
accepted as adequate. Before reclassification is implemented,
the 25 percent tariff would be permanently reduced or suspended
for 2-3 years to 8.5 percent. -‘Suspension for 2% years would
give Nissan time to complete ‘its U.S. truck plant and keep
the pressure on Toyota to build in the U.S. 1In reducing the
duty your proclamation would: a) note Japan's recent
liberalization of automotive standards and auto parts tariffs;
b) note that a six-fold increase in the tariff on this $1.4
billion item ‘would aggravate inflation and provide only

minor immediate benefit to U.S. industry or labor; and c)

note that the 25 percent penalty duty was directed at the

EC, not Japan. (Given the large volume of trade, if the 25
percent truck tariff is maintained, reclassification would
result in an increase of the average U.S. tariff on dutiable
imports of all Japanese products of 1.08 percentage points,
eliminating almost half of the 2.2 percentage point reduction
which will result from tariff cuts agreed to in the MTN.)

Pros
-— Avoids the inflationary effects of reclassification.
-- Reduces political and trade friction with Japan during
a time of political transition in Japan.
-- Consistent with the open market position you have taken
on auto imports.
-- A suspension for 2% years would help Nissan in moving
production to the U.S.
Cons

-- At a time of falling auto sales and increased auto
unemployment, would be criticized by the UAW, most
of the domestic auto industry, and many Congressmen;
would increase pressure for restrictive legislation
on autos.

-- Reduces the negotiating leverage that the 25 percent
duty provides.




Option II: Use the bargaining leverage to negotiate a
significant package of acceptable concessions from Japan in
return for lowering the 25 percent duty on trucks. Any
concessions package would be submitted' to you for approval.
If negotiations are successful, then reduce the duty from 25
percent to a lower level--not less than 6.8 percent. The
reclassification would go into effect if no agreement were
reached by August 21, 1980.

Pros

Cons

- Utilizes the leverage of reclassification to

seek trade concessions we have been seeking
unsuccessfully from the Japanese.

Congress would probably support the 25 percent
duty as leverage if we get meaningful concessions.

Would be responsive to Congressional and public
concern over rising U.S. trade deficit with Japan
and continuing Japanese import barriers.

Reduces friction with Japanese by agreeing to
negotiate now.

Negotiations might yield minimum results which would
anger industry and labor and endanger our earlier
decision not to seek voluntary restraints on Japanese
car imports. Short of an OMA limiting Japanese autos,

it is highly unlikely we could get sufficient concessions
in the auto sector to satisfy the U.S. auto industry.

An OMA is a possibility only after the USITC finds

injury in its Section 201 investigation.

If the concessions are primarily in non-auto sectors,
it might appear that a negotiating chip that could
have helped the troubled U.S. auto industry had been
wasted.

May cause political problems with the Japanese who
may resent being asked to pay for removal of a penalty
duty levied against the EC at a time when we continue
to need their close support on Iran and Afghanistan.
They believe that under the GATT they are entitled

to 8.5 percent, a position we are prepared to contest.

If we are unable to reach a satisfactory agreement with
the Japanese, we would be left with a 25 percent duty on
an item not now in significant production in the U.S.
although comparable models could be available as early as
model year 1982.




Option III: Implement reclassification and hold the truck

tariff at 25 percent for the time being. Inform the Japanese
that in the current political and economic climate in the
U.S., we do not believe that negotiations would prove
successful. We will continue to 'consult with the Japanese

on the situation and will be willing to negotiate a reduction
in the truck tariff when it becomes feasible and appropriate.

Pros

cons

Would be responsive to demands of many in the U.S.

auto industry who seek some protection from imports

in a recession, even though it does not affect passenger
cars.

Would minimize the chance of negotiations that might
yield minimum results which would anger industry and
labor and endanger our earlier decision not to seek
voluntary restraints on Japanese car imports. Short

of an OMA limiting Japanese autos, ‘it is highly unlikely
we could get sufficient concessions in the auto sector
to satisfy the U.S. auto industry. An OMA is possible
only after the USITC finds injury in its Section 201
investigation.

Would be responsive to Congressional and public criticism
that we do not deal firmly enough with Japan and that
we are not sufficiently concerned with our growing trade
deficit with Japan.

- May cause serious political problems with the Japanese

affecting not only auto issues but possibly broader
cooperation as well. '

Would place a 25 percent duty on an item not currently
produced in significant quantity in the U.S. although
comparable models could be available as early as model
year 1982.

Would have inflationary impact.




Decision

Option I:

Option II:

Option III:

~LCONHDENTIAL

- 8 -

Negotiate the best possible package of concessions
before reclassification is implemented August 21, 1980.
Accept whatever is negotiated and reduce or suspend
the duty to 8.5 percent before it is applied.

Supported by: State.

Approve

Disapprove

Negotiate a reduction in the truck tariff

from 25 percent to 6.8 percent or anywhere in between
in return for Japanese concessions large enough

to offset significantly domestic political opposition.
The package of concessions would be submitted for
your approval. If unsuccessful, the 25 percent duty
will be applied. :

Supported by: Treasury, NSC, CEA, Justice,
, Agriculture.

Approve

Disapprove.

Inform the Japanese that we are unable to negotiate
a reduction in the 25 percent truck tariff until

the domestic political and economic climate improves.
Supported by: USTR, Commerce, Labor, Transportation.

Approve

Disapprove

SONHDERTIAL—
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THE UNITED STATES TRADE REPRESENTATIVE
WASHINGTON

20506

DECISION June 30, 1980
MEMORANDUM FOR: ‘ THE PRESIDENT .
FROM: ' ' Reubin O'D. Askew ’;455
SUBJECT: ' U.S. Trade Relations with

. Japan: Trade in Light Trucks
2 _
Issue _ . . @

On May 23 the U.S. Customs Service announced, as the result
of a quasi-judicial process, that cab chassis (lightweight
truck chassis with the cab attached but without cargo boxes)
which are dutiable at 4 percent will be reclassified as
unfinished trucks dutiable at 25 percent. You need to
decide whether a) to leave the higher duty in place, b) to
use it as a negotiating lever to gain trade concessions from
Japan, or c) to lower it unilaterally.

Background

A 1979 court decision, which reversed the rationale of an
earlier ruling on which Customs had relied, prompted the
review of cab chassis classification. Customs made its
decision to reclassify on the legal and technical merits.

Reclassification will affect the so-called "mini-pickups,"
an item of major trade interest to Japan. Heavier trucks
from Europe without cargo boxes are not now affected. 1In
1979, approximately 389,000 mini-pickups valued at $1.4
billion were imported from Japan: roughly half by Toyota
and Nissan, and half by GM, Ford and Chrysler. In the first
quarter of 1980, imports of these trucks rose to a projected
annualized rate of 480,000 valued at $1.8 billion.

The currently applied 25 percent rate was proclaimed in 1963
as a penalty duty directed against EC truck exports as part
of U.S. retaliation for European import restrictions on U.S.
poultry. (Before that the tariff was 8.5 percent.) The
increased tariff curtailed Volkswagen exports to the U.S. of
its cargo vans and trucks. (Ironically, VW is now the only
firm producing comparable small trucks in the U.S.--30,000

. to be produced in 1980--although GM and Nissan have announced
plans to start U.S. production, and Ford is expected to do

the same.) S
CEOASSFED
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In the early 1970s the Japanese began shipping cargo boxes
and cab chassis separately for assembly in the U.S. to take
advantage of the low 4 percent duty on cab chassis. Customs
found this practice acceptable for about 10 years until a
recent court decision caused it to reconsider. .In making
its decision to reclassify lightweight cab chassis as
substantially complete trucks, Customs noted that U.S.
assembly involved less than 3 percent of the parts and 7
percent of the value of the completed trucks.

Following normal practice, the reclassification will become
effective 90 days after the May 23 announcement, i.e., on
August 21. Before or after August 21 you have authority to
reduce the 25 percent duty on trucks: (a) unilaterally to
8.5 percent either temporarily or permanently; (b) by a
combination of unilateral action and agreement with Japan,
to any rate of duty between 25 percent and 6.8 percent or
possibly a tariff-rate quota with a higher rate of duty on
imports over a certain quantity; and.(c) by an agreement &
with Japan which is approved by Congress to any rate of duty
between 25 percent and free.

During the MTN the U.S. offered to reduce its truck tariff

from 25 to 3.4 percent. The EC offered only minimal payment
and we withdrew the offer. Separately the U.S. indicated to
Japan in the MTN that, in view of the controversy concerning
the classification of cab chassis, the U.S. would be willing

to consider a reduced tariff for mini-pickups. Japan did

not show much interest, and the U.S. also withdrew this

offer. Last December we again offered to negotiate a reduction
in the truck duty, but Japan was not interested.

Reclassification comes at a difficult moment for the Japanese.
politically. The Ohira Government fell May 16 and Mr. Ohira
died on June 12. Elections were held June 22, but until the
establishment of a new government in mid-July at best, it is
unlikely the GOJ could negotiate a major tariff reduction.
Although any new government in Japan will maintain close

ties with the U.S., it will face increasing pressure from
business circles--which were instrumental. in the LDP's
smashing victory--to retaliate against a six-fold increase

in the duty on a major Japanese export.

So far, the GOJ reaction to the reclassification announcement
has been low-key. Japanese Embassy officials met with
representatives of several USG agencies to express the GOJ's
great regret that Customs decided to reclassify, to indicate,
from their point of view, that we owe them because the U.S
raised a duty 21 percentage points, to state that reclassifi-
cation will be a problem in the context of GATT, and to

reserve the GOJ's GATT rights. (The GATT issues are complicated
and without precedent; however USTR lawyers believe that a
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sound GATT defense tan be made by the U.S.) The GOJ has
reminded us of its recently announced auto package, indicated
reclassification will create difficulties for these efforts,
and urged the USG to reduce the truck tariff to avoid
disruption to trade. (Japan acted unilaterally in taking

the initiatives contained in the auto package. While we told
the GOJ it would be given credit for eliminating duties on
--auto parts in any subsequent dealing on automotive products,
we made it very clear that we were not committed to 1n1t1at1ng
discussions or reducing the tariff on trucks.)

Domestically this issue cannot be isolated from the problems
currently facing the U.S. auto industry and its workers. In
your May 14 meeting with them, Caldwell of Ford, Meyers of
AMC, and Fraser all stressed the importance of maintaining
the 25 percent truck tariff at this time of drastically
declining sales and employment in the industry. May truck
‘production was off 67 percent from last year., while May car
output was off 44 percent. The 31 percent import penetration
(from January to April) of the U.S. light truck market,
moreover, is higher than the 27 percent import share of the
car market. Additionally, the industry is concerned that a
reduction in the 25 percent duty (which applies to cargo

vans as well as trucks) would result in huge increases in

the presently negligible cargo van imports further depressing
U.S. motor vehicle sales. (None of the options below
contemplates a reduction in the tariff on cargo vans nor

have the Japanese requested such a reduction. If you approve
an option to reduce the tariff for mini-pickups it will be
done without reducing the tariff on cargo vans.)

Caldwell has reversed his company's previous request that
the effective date of reclassification be delayed for 2%
years (until Ford's planned U.S. small truck capacity is in
operation). He claims that immediate imposition of the 25
percent duty would increase U.S. truck sales by up to 200,000
units and auto employment by up to 20,000 jobs during the
1981 model year. (There is general agreement, even by
individuals in the industry, that these estimates are highly
exaggerated.) GM believes the higher tariff should be
enforced but that it could be used as a bargaining chip and
reduced over time to induce production in the U.S. Nissan
has asked that implementation of the reclassification be
delayed for 2% years when its U.S. truck plant will be in
operation. Chrysler suggests the increased tariff be phased
in but does not believe it will result in significant sales
or employment benefits. Toyota has requested that the
tariff be reduced to 6.8 percent and that implementation be
delayed for a reasonable period of time.



- Estimating the impact on the U.S. truck market of an immediate
21 percentage point increase in the duty is difficult. The
impact depends largely on assumptions of how much of the
duty increase would be passed through t6 retail. Toyota has
announced a price increase of $800 per truck. Toyota believes
the 25 percent tariff will result in a 30 percent decrease
in all imports of mini-pickups. Toyota claims it could be
subject to dumping charges if it absorbed a substantial
portion of the 25 percent duty. The recent erosion of the
yen/dollar exchange rate has considerably narrowed profit
margins and could further support such dumping charges.
U.S. Government estimates indicate that the price increase
could range from $800 (or 16 percent) to $400 (or 8 percent)
per truck. In the former case imports would fall by approx-
imately 26 percent and in the latter by 13 percent. In view
of the recent appreciation of the yen vis-a-vis the dollar,
it is likely that the price increase would be closer to the
high side of these estimates. , A
. ¢ ‘@

Some consumers will shift to domestic pickups and station
wagons, others to imported small cars and station wagons,

and others will defer purchases.. To the extent that the
higher duty on mini-pickups would lead to increased sales of
domestic trucks, there could be a small increase in oil
imports. The mini-pickups are more fuel efficient than the
nearest, comparable U.S.-made pickup (half-ton) by an average
of about 5 mpg when not loaded. However, the fuel economy
advantage of the imports decreases as the pay load increases.
The new Corporate Average Fuel Economy requirements will
force fuel economy improvements on U.S.-made trucks thereby
reducing fuel economy as a distinguishing feature in the
next few years.

Projections indicate that the total U.S. production of mini-
pickups will remain at the 30,000 units made by Volkswagen
until . model year 1982 even if the 25 percent reclassification
occurs. GM will at that time have a plant in operation with
a capacity of 250,000 to 300,000 mini-pickups. In 1983
Nissan's U.S. production will enter the market with 120,000
units. It is anticipated that Ford will announce plans to
build mini-pickups. '

Customs and Nissan officials indicate that exporters and
importers will have difficulty finding a new loophole to
circumvent reclassification. Toyota is reviewing the
possibility but doubts that it will be economically feasible.
Ford, Chrysler and GM indicate they are not exploring a new
loophole. 1In order to be dutiable at the cab chassis rate
manufacturers could increase substantially the U.S. value
added, labor or parts, or they could remove the cab entirely.
Customs will rule on particular configurations on a case-by-
case basis. Customs has not yet received a formal request
for a new ruling.
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Options —CONFIDENTIAL

Option I: Seek to negotiate the .bést possible package of
concessions from Japan before reclassification is implemented
August 21, 1980. Whatever concessions are obtained will be
accepted as adequate. ‘Before reclassification is implemented,
the 25 percent tariff would be permanently reduced or suspended
for 2-3 years to 8.5 percent. ‘Suspension for 2% years would
-give Nissan time to complete -its U.S. truck plant and keep

the pressure on Toyota to build in the U.S. In reducing the
duty your proclamation would: a) note Japan's recent ’
liberalization of automotive standards and auto parts tariffs;
b) note- that a six-fold increase in the tariff on this $1.4
billion item would aggravate inflation and provide only

minor immediate benefit to U.S. industry or labor; and c)

note that the 25 percent penalty duty was directed at the

EC, not Japan. (Given the large volume of trade, if the 25
percent truck tariff is maintained, reclassification would ,
result in an increase of the average U.S. tariff on dutiable e
imports of all Japanese products of 1.08 percentage points,
eliminating almost half of the 2.2 percentage point reduction
which will result from tariff cuts agreed to in the MTN.)

Pros
-- Avoids. the inflationary effects of reclassification.
-- Reduces political and trade friction with Japan during
a time of political transition in Japan.
-- Consistent with the open market position you have taken
on auto imports.
-- A suspension for 2% years would help Nissan in moving
production to the U.S.
Cons

\

--" At a time of falling auto sales and increased auto
unemployment, would be criticized by the UAW, most
of the domestic auto industry, and many Congressmen;
would increase pressure for restrictive legislation
on autos.

-- Reduces the negotlatlng leverage that the 25 percent
duty provides.
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Option II: Use the bargaining leverage to negotiate a
significant package of acceptable concessions from Japan in
return for lowering the 25 percent duty on trucks. Any
concessions package would be submitted to you for approval.
If negotiations are successful, then reduce the duty from 25
percent to a lower level--not less than 6.8 percent. The
reclassification would go into effect if no agreement were
reached by August 21, 1980.

Pros

Cons

Utilizes the leverage of reclassification to
seek trade concessions we have been seeking
unsuccessfully from the Japanese.

Congress would probably support the 25 percent
duty as leverage if we get meaningful concessions. 1+ ¢#

Would be responsive to Congressional and public
concern over rising U.S. trade deficit with Japan
and continuing Japanese import barriers. '

Reduces friction with Japanese by agreeing to
negotiate now.

Negotiations might yield minimum results which would
anger industry and labor and endanger our earlier
decision not to seek voluntary restraints on Japanese
car imports. ' Short of an OMA limiting Japanese autos,

it is highly unlikely we could get sufficient concessions
in the auto sector to satisfy the U.S. auto industry.

An OMA is a possibility only after the USITC finds
injury in its Section 201 investigation.

If the concessions are primarily in non-auto sectors,
it might appear that a negotiating chip that could
have helped the troubled U.S. auto industry had been
wasted. . :

May cause political problems with the Japanese who
may resent being asked to pay for removal of a penalty
duty levied against the EC at a time when we continue
to need their close support on Iran and Afghanistan.
They believe that under the GATT they are entitled

to 8.5 percent, a position we are prepared to contest.

If we are unable to reach a satisfactory agreement with
the Japanese,. we would be left with a 25 percent duty on
an item not now in significant production in the U.S.
although comparable models could be available as early as
model year '1982.
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Option III: Implement reclassification and hold the truck
tariff at 25 percent for the time being. Inform the Japanese
that in the current political and economic climate in the
U.S., we do not believe that negotiations would prove
successful. We will continue to 'consult with the Japanese

on the situation and will be willing to negotiate a reduction
in- €he truck tariff when it becomes feasible and appropriate.

Pros

Cons

~yield minimum results which weuld anger industry ands

Would be responsive to demands of many in the U.S.

auto industry who seek some protection from imports

in a recession, even though it does not affect passenger
cars.

Would minimize the chance of negotiations that might

labor and endanger our earlier decision not to seek
voluntary restraints on Japanese car imports. Short

of an OMA limiting Japanese autos, it is highly unlikely
we could get sufficient concessions in -the auto sector
to satisfy the U.S. auto industry. An OMA is possible
only after the USITC finds injury in its Section 201
investigation.

Would be responsive to Congressional and public criticism
that we do not deal firmly enough with Japan and that

we are not sufficiently concerned with our growing trade
deficit with Japan.

May cause serious political problems with the Japanese
affecting not only auto issues but possibly broader
cooperation as well.

Would place a 25 percent duty on an item not currently
produced in significant quantity in the U.S. although
comparable models could be available as early as model
year 1982, ' )

Would have inflatidnary impact.

i,
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Decision

Option I:

Option II:

Option III:

WIUEN

Negotiate the best possible package of concessions
before reclassification is implemented August 21, 1980
Accept whatever is negotiated and reduce or suspend

_the duty to 8.5 percent before it is applied.

‘Supported by: State.

Approve

Disapprove -

Negotiate a reduction in the truck tariff.s

from 25 percent. to 6.8 percent or anywheré in between™
in return for Japanese concessions large enough

to offset significantly domestic political opposition.
The package of concessions would be submitted for

your approval. If unsuccessful, the 25 percent duty
will be applied.

Supported by: Treasury, NSC, CEA, Justice,
Agriculture.

Approve

Disapprove

Inform the Japanese that we are unable to hegotiatef,
a reduction in the 25 percent truck tariff until

the domestic political and economic climate improves.
Supported by: USTR, Commerce, Labor, Transportation.

Approve

Disapprove
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THE UNITED STATES TRADE REPRESENTATIVE :
WASHINGTON

20506
 BECISIGCN June 30, 1980 :
MEMORANDUM FOR: THE PRESIDENT |
FROM: Reubin O'D. Askew, Chairman@
]

Trade Policy Committee

SUBJECT; U.S. Trade Relations with
Japan: Trade in Light Trucks

Issune

On May 23 the U.S. Customs Service announced, as the result
cf a quasi~judicial process, that cab chassis (lightweight
truck chassis with the cab attached@ but without cargo boxes}
which are dutiable at 4 percent will be reclassified as
unfinished trucks dutiable at 25 percent. You need to
decide whether a) to leave the higher duty in place, b) to
use it as a negotiating lever to gain trade concessions from
Japan, or ¢) to lower it unilaterally.

Background

AR 1979 court decision, which reversed the rationale of an
earlier ruling on which Customs had relied, prompted the
review of cab chassis classification. Customs made its

decision to reclassify on the legal and technical merits.

Reclassification will affect the so-called "mini-pickups,"
an item of major trade interest to Japan. Heavier trucks
from Europe without cargo boxes are not now affected. 1In
1879, approximatcly 389,000 mini-pickups valued at $1.4
billion were imported from Japan: roughly half by Toyota !
and Nissan, and half by GM, Ford and Chrysler. 1In the first
quarter of 1980, imports of these trucks rose to a projected
annualized rate of 480,000 valued at $1.8 billion.

i
The currently applied 25 percent rate was proclaimed in 1963 _
as & penalty duty directcd against EC truck exports as part &
of U.S. retaliation for European import restrictions on U.S,
poultry. (Before that the tariff was 8.5 percent.) The -
increased tariff curtailed Volkswagen exports to the U.S. of & &
its cargo vans and trucks. {Ironically, VW is now the only. )
firm producing comparable small trucks in the U0.5.--30,000

to be produced in 1980--although GM and Nissan have announced

plans to start U.S, production, and Foxd is expected to do

the same.).
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In the early 1%70s the Japanese began shipping cargoc boxes
and cab chassis separately for assembly in the U.S. to take
advantage of the low 4 percent duty on cab chassis. Customs
found this practice acceptable for about 10 years until a
recent court decision caused it to reconsider. In making
its decision to reclaesify lightweight cab chassis as
substantially complete trucks, Customs noted that U.S,
assembly involved less than 3 percent of the parts and 7
percent of the value of the completed trucks.

Following normal practice, the reclassification will become
effective 90 days after the May 23 anncuncement, i.e., on
August 21. Before or after August 21 you have authority to
raduce the 25 percent duty on trucks: (a) unilaterally to
8.5 percent either temporarily or permancntly; (b) by a
combination of unilateral action and agreement with Japan,
to any rate of duty between 25 percent and 6.8 percent or
possibly a tariff-rate quota with 2 higher rate of duty on
importe over a certain quantity; and (c) by an agreement
with Japan which is approved by Congress to any rate of duty
between 25 percent and free.

During the MTN the U.S5. offered to reduce its truck tariff

from 25 to 3.4 percent. The EC offered only minimal payment
and we withdrew the offer. Separately the U.S. indicated to
Japan in the MTN that, in view of the controversy concerning
the classification of cab chassis, the U.S. would be willing

to consider a reduced tariff for mini-pickups. Japan did

not show much interest, and the U.S. also withdrew this

offer. Last December we again offered to negotiate a reduction
in the truck duty, but Japan was not interested.

Reclassification comes at a difficult moment for the Japanese
politically. The Ohira Government fell May 16 and Mr. Ohira
died on June l2. Elections were held June 22, but until the
establisnment of a new government in mid-July at best, it is
unlikely the GOJ could negotiate a major tariff reduction.
Although any new government in Japan will maintain close
ties with the U.S., it will face increasing pressure from
business circles--which were instrumental in the LDP's
smashing victory--to retaliate against a six-fold increase
in the duty on a major Japanese export.

8¢ far, the GOJ reaction to the reclassification announcchient
has been low-key. Japanese Embassy officials met with
representatives of several USG agencies to express the GOJ's
great regret that Customs decided to reclassify, to indicate,
from their point of view, that we owe them because the U.S
raised a duty 21 percentage points, to state that reclassifi-
cation will be a problem in the context of GATT, and to
reserve the GOJ's GATT rights. (The GATT issues are complicated
and without precedent; however USTR lawyers believe that-a

-
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sound GATT defense can be made by the U.S.) The GOJ has
reminded us of its recently announced auto package, indicated
reclassification will create difficulties for these efforts,
and urged the USG to reduce the truck tariff to avoid.
disruption to trade. (Japan acted unilaterally in taking

the initiatives contained in the auto package. While we tpld
the GOJ it would be given credit for eliminating duties on
auto parts in any subsequent dealing on automotive products,
we made it very clear that we were not committed to initipting
.discussions or reducing the tariff on trucks.)

Domestically this issue cannot be isclated from the problems
currently facing the U.S. auto industry and its workers. 1In
vour May 14 meeting with them, Caldwell of Ford, Meyers of
AMC, and Fraser all stressed the importance of maintaining
the 25 percent truck tariff at this time of drastically
declining sales and employment in the industry. May truck
production was off 67 percent from last year, while May car.
output was off 44 percent. The 31 percent import penetration’
(from January to April) of the U.S. light truck market,
moreover, is higher than the 27 percent import share of the
car market. Additionally, the industry is concerned thati a
reduction in the 25 percent duty (which applies to cargo

vans as well as trucks) would result in huge increases in

the presently negligible cargo van imports further depressing
U.8. motor vehicle sales. (None of the options below
¢contemplates a reduction in the tariff on cargo vans nor
have the Japanese requested such a reduction. If you approve
an option to reduce the tariff for mini-pickups it will be
done without reducing the tariff on cargo vans.)

Caldwell has reversed his company's previous request that
the effective date of reclassification be delayed for 2%
yvears f(until FYord's planncd U.S. small truck capacity is in
operation}. He claims that immediate imposition of the 2%
percent duty would increase U.S. truck sales by up to 206,000
units and autoc employment by up to 20,000 jobs during the
1981 model year. (There is general agreement, even by
individuals in the industry, that these estimates are highly
exaggerated.) GM helieves the higher tariff should be
enforced but that it could be used as a bargaining chip and
reduced over time to induce production in the U.S. Nissan
has asked that implementation of the reclassification be
delayed for 2% yecars when its U.S. truck plant will be in
operation. Chrysler suggests the incrcasecd tariff be phased
in but does not believe it will result in significant sales
or employmecnt benefits. Toyota has requested that the
tariff be reduced to 6.8 percent and that implementation be
delayed for a reasonable period of time.

N



Estimating the impact on the U.S. truck market of an immediate
21 percentage point increase in the duty is difficult. The
impact depends largely on assumptions of how much of the

duty increase would be passed through to retail. Toyota has
announced a price increase of $800 per truck. Toyota believes
the 25 percent tariff will result in a 30 percent decrcase

in all imports of mini-pickups. Toyota claims it could be
subject to dumping chargee if it absorbed a substantial
portion of the 25 percent duty. The recent erosion of the
yen/dollar exchange rate has considerably narrowed profit
margins and could further support such dumping charges.

U.S. Government estimates indicate that the price increase
could range from $800 (or 16 percent) to $400 (or 8 percent)
per truck. In the former case imports would fall by approx-
imately 26 percent and in the latter by 13 percent. In viecw
of the recent appreciation of the yen vis-a-vis the dollar,
it is likely that the price increase would be closer to the
high side of these estimates.

Some consumers will shift to domestic pickups and station
wagons, others to imported small cars and station wagons,

and others will defer purchases. To the extent that the
higher duty on mini-pickups would lead to increased sales of
domestic trucks, there could be a small increase in oil
imports. The mini-pickups are more fuel efficient than the
nearest, comparable U.S.-made pickup (half-ton) by an average
of about 5 mpg when not loaded. However, the fuel economy
advantage of the imports decreases as the pay load increases,
The new Corporate Average Fuel Economy requirements will
force fuel economy improvements on U.S.-made trucks thereby
reducing fuel economy as a distinguishing featuze in the
next few years.

Projections indicate that the total U.S. production of mini=-
pickups will remain at the 30,000 units made by Volkswagen
until model year 1982 even if the 25 percent reclassification
occurs. GM will at that time have a plant in operation with
a capacity of 250,000 to 300,000 mini-pickups. In 1983
Rigsan's U.,S, production will enter the market with 120,000
units, It is anticipated that Ford will announce plans to
build mini-pickups. ;

Customs and Nissan officials indicate that exporters and
importers will have difficulty finding a new loophole to
circumvent reclassification. Toyota is reviewing the
possibility but doubte that it will be economically feasible.
Pord, Chrysler and GM indicate they are not exploring a new
loophole. In order to be dutiable at the cab chassis rate
manufacturers could increase substantially the U.S. value
added, labor or parts, or they could remove the cab entirely.
Customs will rule on particular configurations on a case-~by-
case basis. Customs has not yet received a formal reguest
for a new ruling.
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options GONFIDENTIAL

Option I: sSeek to negotiate the best possible package of
concessiocns from Japan before reclassification is implemented
Auvguet 21, 19080. Whatever counuesslions arc obtained will be
accepted as adequate. Before reclassification is implemented,
the 25 percent tariff would be permanently reduced or suspended
for 2-3 years to 8.5 percent. Suspension for 2% years would
give Nissan time to complete its U.S. truck plant and keep

the pressure on Toyota to build in the U.S. In reducing the
duty your proclamation would: a) note Japan's recent

- liberalization of automotive standards and auto parts tariffs;

b} note that a =ix-fold increase in the tariff on this $1.4
billion item would aggravate inflation and provide only
minor immediate benefit to U.S. industry or labor; and c)
note that the 25 percent penalty duty was directed at the

EC, not Japan. (Given the large volume of trade, if the 25
percent truck tariff is maintained, reclassification would
result in an increase of the average U.S. tariff on dutiable
imports of all Japanese products of 1,08 percentage points,
eliminating almost half of the 2.2 percentage point reduction
which will result from tariff cuts agreed to in the MTRN.)

Pres
== Avoids the inflationary effects of reclassification.

~= Reduces political and trade frictien with Japan during
a tine of political transition in Japan.

-~ Consistent with the open market position you have taken
on auto imports. ' .

-~ A suspension for 2% years would help Nissan in moving
production to the U.S,

cons

-= At a time of falling auto sales and increased auto
unemployment, would be criticized by the UAW, most
of the domestic auto industry, and many Congressmen;
would increase pressure for restrictive legislation
on autos.

-- Reduces the negotiating leverage that the 25 percent
duty provides.
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Option 1I: Use the bargaining leverage to negotiate a
‘significant package of acceptable concessions from .Japan in
return for lowering the 25 percent duty on trucks. Any .
concessions package would be submitted to you for approval.
If negotiations arc successful, then reduce the duty from 25
percent to a lower level--not less than 6.8 percent. The
reclassification would go into effect if no agreement were
reached by August 21, 1980.

Pros
b4

Ccons

Utilizes the leverage of reclassification to
seek trade concessions we have been seeking
unsuccessfully from the Japanese.

Congress would probably support the 25 percent
duty as leverage if we get meaningful concessions.

Would be responsive to Congressional and public
concern over rising U.S. trade deficit with Japan

and continuing Japanese import barriers.

Reduces friction with Japanese by agreeing to
negotiate now.

Negotiations might yield minimum results which would
anger industry and labor and endanger our earlier
decision not to seek voluntary restraints on Japanese
car imports., Short of an OMA limiting Japanese autos,

it is highly unlikely we could get sufficient concessions
in the auto sector to satisfy the U.S, auto industry.

"An OMA is a possibility only after the USITC finds

injury in its Section 201 investigation.

If the concessions are primarily in non-auto sectors,
it might appear that a negotiating chip that could
have helped the troubled U.S. auto industry had been

wasted,

May cause political problems with the Japanese who
may resent being asked to pay for removal of a penalty
duty levied against the EC at a time when we continue
t¢ necd their close support on Iran and Afghanistan.
They believe that under the GATT they are entitled

to 8.5 percent, a position we are prepared to contest.

If we are unable to reach a satisfactory agreement with
the Japanese, we would be left with a 25 percent duty on
an item not now in significant production in the U.S.
although comparable models could be available as early as
model year 198z,




option I1I1: Implement reclassification and hold the truck

tariff at 25 percent for the time being. Inform the Japanese
that in the current political and economic climate in the
U.S., we do not believe that ncgotiatione would prove
successful. We will continue to consult with the Japanese
on the situation and will be willing to negotiate a reduyction
in the truck tariff when it becomes feasible and appropriate.

PG

cons

Wwould be responsive to demands of many in the U.S.

auto industry who seek some protection from imports

in a recession, even though it does not affect passenger
cars.

Would minimize the chance of negotiaticons that might
yield minimum results which would anger industxy and
labor and endanger our earlier decision not to seek
voluntary restraints on Japanese car imports. Short

of an OMA limiting Japanese autos, it is highly unlikely
we could get suffic¢ient concessions in the auto sector
to satisfy the U.S. auto industry. BAn OMA is possible
only after the USITC findeg injury in its Section 201
investigation.

Would be responsive to Congressional and public criticism
that we do not deal firmly enough with Japan and that

we are not sufficiently concerned with our growing trade
deficit with Japan.

May cause serious political problems with the Japanese
affecting not only auto issues but possibly broader
cooperation as well, .

would place a 25 percent duty on an item not currently
produced in significant quantity in the U.S., although
comparable models could be available as early as model
year 1982.

Would have inflationary impact.
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Decision
Option 1: Negotiate the best possible package of concessions
before reclassification is implemented August 21, 1980.
Accept whatever is negotiated and reduce or suspend
the duty to 8.5 percent before it is applied.
Supported by: State.

Approve

Disapprove

Opticn II: Negotiate a reduction in the truck tariff
' from 25 percent to 6.8 percent or anywhere in between
~in return for Japanese roncessions large enough
to offset significantly domestic political opposition.
The package of concessionz would be submitted for
your approval. If unsuccessful, the 25 percent duty
will be applied.

Supported by: Treasury, NSC, CEA, Justice, '
Agriculture. b// /’////
Approve | <:j}
Disapprove

gption ITI: Inform the Japanese that we are unable to negotiate
a reduction in the 25 percent truck tariff until
the domestic political and economic climate improves.

Supported by: USTR, Commerce, Labor, Transportation.

Approve

Disapprove
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Mr. President --

Just f.y.i. re "talking points"
in the event it comes up.

You have sent get a get well letter
from Americus to Claudia Townsend's
father, Don, who was admitted

to St. Josephs (Atlanta) with a

bad heart attack (actually now
diagnosed as heart failure).

(I also called Hal Gulliver to see
if he could be of some help to
Claudia, who is alone there taklng
care of her mother too.)

You have also sent one to

Walt Rodgers' (AP) son who is in

the hospital in traction, etc.,

in London after a bad automobile
accident....and who won't be able

to come home until at least August...
and who is alone over there (mother
came back to States) at 14 years

of age.
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THE WHITE HOUSE

WASHINGTON

July 17, 1980
MEMORANDUM FOR THE PRESIDENT )

&1 .

FROM: GENE EIDENBERG / (e
SUBJECT: Status of Latest Miami Disturbances

There have been limited, but serious, disturbances in Miami's
black Liberty City neighborhood the past two nights.

Tuesday evening's violence began with the shooting of a

white Miami plain clothes police officer who was making an
arrest. The shooting was a sniping incident. The officer

was shot in the back, is still hospitalized, but is not
seriously wounded. There was a massive show of police presence
following the sniper incident. During the night one gas

station was burned, there was sporadic rock and bottle throwing,
and four additional police officers were wounded (none seriously)
by sniper fire.

Last night there were isolated acts of vandalism and looting.

The assessment of local authorities is that this situation will
not develop into major and large scale rioting. There is no
-3 . . .

widespread community anger over any single event which would
sustain any such development. Rather, there is the expectation
of continued localized vandalism or other acts of violence by
gangs of young people.

K

The situation remains tense but controlled.

A federal grand jury is continuing to hear evidence in the
civil rights cases against the police officers earlier acquitted -

by state courts in the death of the black insurance executive,
Mr. McDuffie.

Under my direction, the federal interagency task force on

Miami is implementing the assistance package announced last
month (press release attached).



If the issue of the disturbances. of the past two evenings
is raised with you, I suggest the following response:

o Federal, state, and local governments are
working together to assist in meeting the
legitimate employment and social service
needs of Miami's black community;

o Violence, shooting and gang activities cannot
be tolerated:

o Vigorous local law enforcement is an appropriate
response to protect the vast majority of
law-abiding citizens in Liberty City who are
the victims of such violence and terror tactics.



JUNE 27, 1980

fra YWY Felle XOL

Office of the Wnite BEouse Press Secretary

THE WHITE HOUSE

The White House today announced the Federal government's
initial commitment of resocurces to assist in the rebuilding of
the Liberty City and other riot-torn areas of Miami, Florida. Gene
Eidenberg, Assistant to the President for Intergovernmental Affairs,
and Frank N. Jcnes, Chairman of the Federal Interagency Task Force
on Miami, announced a 7 agency program at Miami City Hall.

The program of federal aid focuses on both short-term and long-temm
employment. It includes both new and reprogrammed monies to the
Miami-Dade area. In making the announcement, Eidenberg emphasized
that, "This announcement reaffirms President Carter's promise that
the Federal government would play a role in the rebuilding of the
Liberty City community. However, as the President emphasized in
his meeting with community leaders on June 10, the Federal government
cannot solve the problems that caused the riot by itself. The
state and local governments, and particularly the private sector, must
pley the lead role in addressing the complex issues facing Miami."

The 7 agency program includes:

o $4.,280 million for U.S. Department of Labor training
and job programs;

© §5 million for both short and long-term economic developrment
from the Economic Development Administration.

o $17.3 million of expedited Urban Mass Transpdrtation
Administration funds to provide jobs for black contractors;

© $40 million for small businesses impacted by the civil
disturbances from the Small Business Administration;

(o] $l 3 million for anti~crime efforts in public hou51ng
projects in Liberty City;

O $2 million of Law Enforcement Assistance Administration
reprogrammed to the area for‘criminal justice programs;

o $1,250,000 for health and human service efforts in the
lmpacted areas from the Department of Health and Human
Services.

Frank Jones announced that he has submitted his Interagency
Report on the riot in Miami to the White House. The Report is being
reviewed by White Bouse staff.

The Report includes a number of specific recormmendations to
revitalize the impacted areas, emphasizing economic development,
in general, and the specific needs of the black-owned businesses. The
Task Force recommends that the President appoint a Federal Coordinator
in order to insure that federeal agencies continue to work in a
coordinated manner in the Miami rebuilding effort.



The Report noted the efforts being made by State ang loczal
governmental agencies, by the business sector, and by community
orcanizations to find jobs for those who zre une.mploi'eci c'u;:- :o the
disturbances. ; i ' o e

° MADD

It preaises the coocveraticn between the area's three Chambers
0f Commerce, representing the white, black and Latin businecs
sectors in the post-riot. The Federal govermnment will continue
to work witnh 211 the parties at the state, local, and private sector
levels to ensure the success of these initiatives.
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THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC ADVISERS

WASHINGTON

July 14, 1980 < i/

Elsctrostatic Copy Made
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MEMORANDUM FOR THE PRESIDENT

AL
From: Charlie Schultze Y

Subject: Unemployment and Recovery in 1981

In recent weeks I have been making two points about
the economic outlook that may have sounded inconsistent:

1. There is a reasonable probability that
the current recession will reach bottom
sometime before the turn of the year,
and recovery will occur in 1981 even
without any new economic policies.

2. Without a tax cut the unemployment rate,
after increasing in 1980, will not be

reduced in 1981 -- indeed, it could
rise even further. ‘

The two statements are not inconsistent. With a growing
labor force and a rise in productivity, it requires some
increase in GNP simply to hold unemployment constant.

This can be illustrated by the forecast we now plan
to use for 1981:

o GNP rises by 2.6 percent from end 1980
to end 1981.

o But productivity (GNP per worker) grows
by 1.0 percent over this period.

0 As a consequence, employment increases
by 1.6 percent (2.6 minus 1.0).

o This 1.6 percent growth in employment is
(by coincidence) equal to the 1.6 percent
expected growth in the labor force.

o} -Therefore, unemployment during 1981 stays

approximately unchanged at its 4Q 1980
level of 8-1/2 percent.




In general, our assumptions are conservative. Normally
in a recovery, productivity rises more rapidly than we have
assumed for 1981. Our projected increase in employment is
therefore relatively large compared to the increase in GNP.
This is the main reason why our unemployment forecast, in
the absence of a tax cut, is more optimistic than that of
most other forecasters.
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THE WHITE HOUSE

) WASHINGTON

- ;Julyul,‘l980

MEMORANDUM FOR THE PRESIDEN 4

FROM.- R "HUGH CARTE;

SUBJECT:i" Capta1n Pratt's Daily Journals

After-Aunt Helen Pratt's death last April, I heard
through my father and Betty Carter that Mrs. Frank
Miller (the 1ady who cared for Aunt Helen for years)
was interested in your having Captain James Pratt's
»dally journals that had been in Aunt Helen's
possession.

Marie Allen (National Archives) and I called

Mrs. Miller, and subsequently the journals were

sent here. They are now being re-bound and preserved
by Aréhives for inclusion‘in the Carter Archives.

1 thought you might like to send a thank you letter
to Mrs. Miller, Dad and Betty (attachment A),

and also see a brief summary of the journals and
someMSample entries (attachment B).



THE WHITE HOUSL

WASHINGTON

To Loui.;e ﬁnd Frank Milller

| was so sorry to hear of the death of Aunt Helen. You must
miss her, but | hope you are comforted by the knowledge that

the loving care you gave her filled her last years with joy.

When | talked to Aunt Helen several years ago, | was amazed
by the sharpness of her mind, despite her being in her late 80's.
My family and | deeply appreciate the affectionate relationship
you maintained with her.

It was thoughtful of you to want to donate Captain Pratt's
journals and other historical materials concerning the family
to the Carter Presidential Archives. Her father's journals
were among Aunt Helen's proudest treasures.

You and your family have my gratitude and my best wishgs.
Mr. and Mrs. Frank Miller

Smcerely, % / . )
Route 2, Box 35

Abbeville, South Carolina 29620




THE WHITE HOUSE

WASHINGTON

To Betty Carter

Thanks for keeping Hugh, Jr., in touch concerning the
disposition of Captain Pratt's Daily Journals. | think
Aunt Helen would have been pleased to know that the
Journals will be preserved by the Carter Archives.
You've been a big help!

Rosalynn joins me in sending our love and best wishes.

Sincerely,

/’
d//ﬁ
Mrs. Alton Carter

Plains, Georgia 31780




THE WHITE HOUSLEL

WASHINGTON

To Hugh Carter

Hugh, Jr., has told me about your helpful role in
having the daily journals of Aunt Helen Pratt's
father come under the protection of the Carter
Presidential Archives.

| appreciate your efforts, and | am sending you
a copy of the letter | wrote to the Frank Millers.

Sincerely,

/——_—.\

A7

The Honorable Hugh A. Carter, Sr.
State Senator

Post Office Box 97
Plains, Georgia 31780




SUMMARY INFORMATION CONCERNING PRATT JOURNALS

The heirs of Miss Helen Pratt, Frank and Louise Miller of South
Carolina, have donated to the Carter Archives five journals
maintained from 1892 to 1911 by the President's great grandfather,
Captain James Pratt.

Biographical Information About Captain Pratt

Captain Pratt lived from 1830-1911 in Abbeville County, South
Carolina. He graduated from Erskin College, S. C., and served
during the Civil War in Orr's Regiment, S.C. Rifles. During the
last year of the War, he was Captain of Company "G", Orr's
Regiment. After the Battle of Gains' Mill, Virginia, on July 27,
1862, he was cited in the report of Col. J. Foster Marshall as
one of several officers "who passed through uninjured and deserve
great credit for the coolness and bravery displayed by them
throughout the engagement." Captain Pratt was a farmer by
occupation. :

He married three times, losing the first two wives by death.

The President's grandmother, Nina Pratt Carter, was the daughter
of the Captain's first wife, Sophronia Cowan. Helen Pratt, the
owner of the journals for many years, was the only child of the
Captain's third marriage to Julia K. Mabry.

Description of the Journals

The five journals consist of daily diary-type entries that concerned
the routine events of Capt. Pratt's days: farming activities, trips
to town or to church, visits from family members, illnesses among
the hired hands or the family, weather conditions, etc. Enclosed
with this summary is a sample listing of some entries from the
volumes and Xerox copies of several pages.

When Helen Pratt died in April 1980, at the age of 92, the Millers,
realizing the historical value of the journals, decided to give them
to the National Archives. The Millers were not related to Helen Pratt,
but took care of her for many years and were the sole beneficiaries in
her will. The Millers will be signing a deed of gift for the journals.
The journals are presently receiving restoration treatments in the
Preservation Laboratory of the National Archives.



SAMPLE ENTRIES FROM JOURNALS

Jan. 12, 1892

July 21, 1892

Aug. 1, 1892
Aug. 10, 1892

Aug. 11, 1892

Feb. 3, 1893

June 24, 1893

Nov. 23, 1893

Sept. 10, 1894
Sept. 11, 1894

Feb. 11, 1897

Apr. 14, 1901

June 22, 1901

My mother, Mrs. Mary Kay Pratt, died today. Age 82.

.Nina and myself attend the missionary meeting at Little River

church.
Democratic meeting at Abbeville.
I attend political meeting at Donaldville.

W. A. Carter arrives for a visit.

Aug. 12 W. A. and wife go to Due West

Aug. 17 Billy Carter leaves for Georgia

Aug. 24 Nina and I go to Abbeville.

Aug. 25 Take Nina and the children to Verdery on their

way home.
Fortieth anniversary of my first marriage. .

Billy and Nina Carter reach here from Georgia this .

afternoon. Nina comes for her Health which is very .bad at

this time. Their 1little daughter Ethel came with them.

July 2 Nina improving slowly.

Aug. 18 Go to Due West myself for a bottle of mineral
water for Nina called the Matchless Mineral
Water of Greenville. :

Aug. 24 Julia and Helen go home with her.

Aug. 29 Julia and Helen retwrn from Arlington.

Spend at Exposition in Augusta.

Nov. 24 Arrive at Arlington Georgia for visit.

Nov. 25 Spend the day driving around and in the vicinity
of Arlington. Very well pleased with the country.

Nov. 29 Spend day in Augusta at Exposition grounds.

Tent meeting closed today.
Attend primary election at Hodges.

I go.to Little River Cemetery to put up Father's and Mother's
tonmb.

Rev. McGee with us last night. Helen and I attend preaching
at Bulough. Have a very good congregation and a good sermon by
the Pastor.

My Daughter Nina Carter and three of her children arrive here
today from Arlington on a visit to us.

July 3 Go to Abbeville with Helen and Ethel. Have some
hands hoeing cotton. Nina not so well.
July 6 Nina and her children leave for their home in

southwestern Georgia.

Take them to the train at Verdery.



Apr. 19, 1902

Mar. 23, 1906
/

May 18, 1907

July 14, 1907
Sept. 18, 1907
Apr. 19, 1908

Aug. 27, 1908

Feb. 26, 1909

Get Robert Smith to look after my business while I am gone

to the Confederate reunion at Dallas, Texas.

Apr. 22 Land in Dallas Texas about 10 AM.

Apr. 23 Go to the meeting of the.old veterans. Meet a great
many. of my old friends and relatives. Some of them
I had not seen for more than forty years. Spend the
day in handshaking and greeting.

Apr. 24 Spend the day in Dallas seeing the city and greeting
the people. Supposed to be 20,000 people in
attendance at the reunion.

Apr. 25 Leave the city of Dallas for home, at 9 AM.

Meet my daughter Mrs. M. N. Carter from Plains, Georgia who

has come on a visit to spend a few weeks with us.

Apr. 4 Daughter Nina Carter and myself visit Maxy Donnald's
family at Due West.

Apr. 15 Nina and myself go up to Little River church today
and take a drive around Nina's old training grounds
over places she had not seen for twenty years.

Apr. 23 My daughter Nina Carter leaves for her home in
Georgia. Put her aboard the car at Hodges Station.

Go to Little River church myself to attend church conference.

Attend preaching at Beulah. Sermon by a young man just entering
the ministry by the name of John Warren, from the text
John 3:16. Did well for a youth.

The survivors of Orr's Regiment has a reunion at Abbeville today
and tamorrow. Go over to Abbeville myself this afternoon.
See a good many of the old soldiers. Do not recognize many of them.

A1l of us attend Easter services at Abbeville today. A large
crowd at the Methodist church. Some fine music and the church
was very handsomely decorated in Easter style.

The unprecedented freshet has broken up all RR travel and

communication of any sort. Nearly all RR bridges in the state

are washed away.

Aug. 28 We are cut off from communication with the outside
world. No public, no private intercourse, no mail
from any district.

Go to Abbeville myself to deliver the butter and take Helen
to recite her music. Sell six bales of cotton for nine and
three-eighths cents per 1b. Not much cotton on the market. -
Good many in town, it being court week.

.
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MEMORANDUM FOR THE PRESIDENT

From: Charlie Schultze Q\,L)

Subject: Industrial Production in June

(to be released July 17, 9:30 a.m.)

Industrial production fell 2.4 percent in June, the same as
in May and slightly more than in April.

Auto production rose slightly, but production declined widely:

in other industries. Steel output fell 11 percent after declines
of 8 and 14 percent in April and May.

It is probably the case that the June decline in production’
reflects less a fall in sales and more a decline in inventories
than was the case in earlier months. Inventories are now being
brought into line with lower sales with unusual rapidity. This
makes for a very steep recession, but -- subject to one qualifica-
tion -- may also promise a short recession, since no inventory
hangover i1s left to work off once sales stop falling. The
gualification: 1if the layoffs associated with the inventory
cutback scare other consumers into holding back on purchases,
then a cumulative downward force can develop. So far, the retail
sales numbers do not suggest that is happening.

Auto sales, first ten days of July "

Seasonally adjusted, domestic auto sales in the first ten
days of July jumped sharply, to an annual rate of 6.9 million
units (compared to a 5.1-5.3 million rate in May and June).

I am not yet sure whether to believe this very good signal.
Actual sales in the first ten days declined slightly, but much
less than would have been expected in a period containing the
long July 4 weekend. For that reason the seasonally adjusted

" numbers show a large increase. If the higher sales persist in

the current ten day period,. then we can begin to believe the

/%ﬂf/l‘f f/"‘/ v Fo 7

‘numbers.
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. THE WHITE HOUSE

WASHINGTON

~ July 9, 1980

MEMORANDUM FOR THE PRESIDENT
FROM: . - . STU EIZENSTAT\%

Attached 'is a:draft letter from you to ITC Chairman Alberger
formally requesting that he expedite the investigation on
automobile imports. - The text of this letter has been cleared
with’ STR and DOT. ' L '

We would llke to have your approval of the text as soon as
possible, for once the letter is sent to Alberger he will

convene the ITC. He would like to do that on ‘Friday, and

would therefore like to receive this letter. tomorrow. '

Bob Hormats of STR has recently talked w1th Alberger about

the expedlted investigation, and. Alberger s best’ judgment

now is that with an expedited procedure the Comm1551on will

make its findings in late- September with. recommendatlons

of relief, if any, in mid-October. This would- be-. ‘about two months
ahead of the ITC's current schedule for acting: on this
investigation. To make certain- that this expedited schedule

is adopted, Alberger wants to ‘convene the other Commissioners

this week, when the impact of your announcement is still fresh.

If Susan can let me know of your epproval or your changes,
I will then make the necessary preparatlons to get the letter
dellvered tomorrow.




DRAFT:7/9/80

To Chairman Alberger

You are*ndﬁiheéinning;an.inﬁestigation under Section 201 of
the Tradethetiefiiadﬁ~to deternine whether domestic éroducers
of paeéender_cars, liéht~trucké} vans, and'generairutility
vehieles arerbeing seriouslyvinjured, or threatened with

serious injury, substantially caused by increased imports.

Given the widespread attention in this country to recent
developments in the automotive sector,Athis investigation

(TA-201-44) has»become~a:matter Qf"great national and interna-
tional importance. I urge you’tercondnct your work as
expeditiously as,is practicable (pursuant to Section 201

(d) (2)), so that all ef those inVolved will not be burdened

for a period of 6 to 8 monthe with the uncertainty such a

case creates. This case touches‘so‘many bnsinesses, workers,
and consumers in this country that an 1nvest1gat10n of normal
length- could cause major uncertalntles wh1ch could significantly
_ aﬁfect;automoblle trade and productlon. At'the-same time, of
rcourse,»lt ‘is cr1t1cal that all partles have a full opportunity

aJto be heard and to submlt 1nformat10n and arguments that must

be con51dered in your dellberatlons.



L
& . ’ . .
D -

The Comm1s51on faces a challenglng task -and carr1es a. great

respon31b111ty 1n thlS 1nvest1gatlon., I recognlze that your
A .

4current workload 1s substantlafb but I would deeply apprec1ate

1.-, L

'your efforts*to accelerate your schedule on thls 1mportant

_case.,i““'

- My Administration?stands ready to assist the Commission in

whateVer’manner you feel would be appropriate.

The Honorable Blll Albergerv

. Chalrman B - ,

- U.S. Internatlonal Trade Comm1551on o
;Sulte 274 a

© 701 E-Street, N.W. . .
: :Washlngton‘ D: C.; 20436 ‘
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THE WHITE HOUSE

WASHINGTON

Juiy 9, 1980

NOTE FOR THE PRESIDENT

FROM:  STU EIZENSTAT 3’”\

The Justice Department has suggested the
attached signing statement in the event
that you decide to sign the Soft Drink
Interbrand Competition Act (S. 598).

We have no disagreement with the state-
-ment, which reiterates Chairman Rodino's
views on the bill. The text of the
statement has been cleared by the
speechwriters.



I am today s1gn1ng 1nto law S..598 the "Soft Drink

Interbrand Competition Ac” ; The purpose of thlS leglslation

1s to clarify the c1rcumstances»under Wthh terr1tor1a1

prov151ons 1n licenses to manufacture, dlstribute and sell

trademarked soft drink products are lawful under the antitrust

1aws. ,

Since 1971;1sth drink»bottlers'have been faced'with
the uncertainty created by pending legal proceedings challenging
the legality of territorial_provisions in their franchise
agreements. As the Report of the Committeevon the'Judiciary
of the House .of Representatives explainS) this legislation
is intended simply to eliminate'that‘uncertainty by:reaffirming
legislatively the rule of reason approach followed by the |

Supreme Court. in Continental T.V. Inc. v. GTE Sylvanla, Inc.,

433 U.S. 36 (1977). While I have had mlsgiv1ngs-about,the
language of earlier versions of this bill, I believe_that
uthe amendments adOpted by'the House of Representatives, and
-agreed to by the. Senate, have met . the objective of ellminating
”1that uncertalnty. The House Report empha51zes that the Act

‘"does not grant antitrust 1mmun1t1es. Under these circumstances,

o:not believe that the blll establlshes ‘a. special antitrust
.gexemption or. permits otherw1se 1llegal restrlctions on

f;qompetition,fzﬂ'
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THE VICE PRESIDENT
WASHINGTON

July 9, 1980

MEMORANDUM FOR THE PRESIDENT

FROM: THE VICE PRESIDENT

SUBJECT: ENROLLED BILL S. 2546 -- LINING THE
BESSEMER DITCH

The good news is that Lindy Boggs has filed for re-election.

You had asked for an assurance that we would succeed in
blocking any appropriation for the Bessemer Ditch Project.
I can assure you that the Administration will be united in
opposing it, and that I will personally make calls to help
win this fight. While it has not been possible to reach
the House and Senate Appropriations Subcommittee Chairmen,
their staff report that the chances of funding in the FY 81
Energy and Natural Resources Appropriation bill are very
doubtful. That obviously falls short of an absolute
assurance, but under the circumstances it is the most we
can get. It is unreasonable for two reasons to ask Senator
Hart and Congressm na Kogovsek not to press for an
appropriation for the bill:

e Such a commitment could not be kept confidential, and
would be impossible to explain to the citizens of Pueblo.

e The citizens themselves are innocent victims whose
homes are being flooded and without an appropriation it
is unrealistic to expect that anything will be done
about their problem over the next several years.

I strongly urge that you consider the following additional
arguments for signature of the bill:

o The bill would not reverse the main body of the
litigation in state and federal court since it states
that Congress accepts no federal liability for past
damages caused by the flooding. The litigation involved
up to $100 million in damage claims, which the bill --
like the courts -- explicitly rejects.



"Memorandum for the President
July 9, 1980
Page Two

Let

e Both Hart and Kogovsek will support Administration
arguments that this bill can be distinguished from the
Ute Indian bills since there is provision for repayment
to the Treasury of the bulk of the project's costs,

and no one disputes the fact that the federal dam
aggravated the seepage problem.

e There is virtually no net loss to the American
taxpayer, given the small sum involved, and the payback
provision which recaptures 65% of the cost.

o Neither the Justice Department, which litigated this
issue, nor the Interior Department, which has
responsibility for the project, felt strongly enough
about it to recommend a veto.

e Other than OMB, all of your other advisors are united
in recommending that the bill be signed. The House
leadership (O'Neill, Udall) felt strongly enough to
make a direct appeal to the White House.

me state the political issue a bit more forcefully.

e Kogovsek is a first term Democrat from a basically
Republican District. His seat is in very grave danger.
He has supported us-on nearly every major vote in the
Congress, many of which have been controversial in his
district. We have already vetoed the Ute bill, which
he co-authored in the House.

e As you know, many of these same arguments can be
applied to Senator Hart, who was one of the very few
members of the Senate to stand by us and publicly
support us on the gasoline conservation fee. 1If this
bill is vetoed it will mean that three of the five
vetoes this year will be measures sponsored by Senator
Hart.

e To veto yet another of their bills is to give more
ammunition to those in the Congress who continually
oppose us on the major issues. It weakens the hand of
our friends.



-

+Memorandum for the Pre51dent
July 9, 1980
Page Th:ee o

Finally, from what I have gathered on the basis of admittedly
quick.research, Kogovsek may have been inadvertantly mislead
about our. position on the bill. The House Subcommittee
staff. may. have told Congressman Kogovsek that the payback
provision through higher charges for electrical .power
generated by the dam would solve.the 'Interior Department s
initial problems with the bill. I believe this was a
genuine misunderstanding on the part of the Congressional
staff ‘and that the Interior -Department never. authorized

such a statement ‘on ‘behalf of the Administration. Thus the
depth of OMB s problem was- nhever adequately understood.

For all of these reasons, I hope ,you can find a way to sign
the bill.
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THE WHITE HOUSE —DO‘Q

WASHINGTON ‘)JL 4/7/80

Mr. President:

As a follow-up to the
meeting you attended with
reps of the health care
industry, the inflation task

force recommends your parti-

cipation in the attached list i

of industry meetings with the:
same format as the health care.
Were you satisfied with that
meeting V¥ yes ___no

and shall I schedule you into

these suggested meetings?

_Jffyes ____no

Phil
Elactrostetic Copy E‘zﬂaqﬂ@
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'INDUSTRY MEETINGS SCHFEDULE B e

R St
Planned Meeting : Inflation Rate* Percer {ame Share
Date Industry Group © ' (last 3 months) of Manu..cturing
1. April 11 Industrial Chemicals g 30.1 3.1
2. April.252% Metal and Metal Products = 28.8 - 6.5
May 23 Construction Materials :
(Normetallic Minerals) - 26.4 2.8
Asphalt Roofing 53.4 -
" Concrete Ingredients 18.9 -
Concrete Products ' 18.2 —
Structural Clay Products 19.4 -
\Y) ‘Misc. (e.g., insulation) 38.0 -
4. May 2% 2) Agricultural Inputs
Fertilizer 45.3 i
Equiprent - ' 14.8 1.9
5. June /‘ ! Manufacturing: Consumer Goods
Toys, Gamnes, etc. ‘ 36.8 -—
Soaps and Detergents _ 15.9* S
Sporting Gocds o 15.9%* —
Furniture and Bedding - 12.4* -
-
6. June 20 Machinery
Construction Machinery and
Equiprent 21.1 1.9
Electrical Machinery ard
Equipment , 21.4 6.5
7. July 6 © Paper and Allied Products 17.8 ' 1.8
H Woodpulp : 30.9 ———
Paperboard 26.2 -
Bldg. Paper and Board ' 18.2 —-

-

* Inflation rate figures marked by an asterisk are based on the CPI. All others
are fram the PPI. All data are on an annual basis.

/\Z) . W \A)ML | Electrestatic Copy NMiade
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THE CHAIRMAN QF THE
COUNCIL OF ECOMOMIC ADVISERS

WASHINGTON

July 10, 1980

MEMORANDUM FOR THE PRESIDENT

From: Charlie Schultze CLS

Subject: Retail Sales in June

This afternoon at 4 p.m. the Bureau of the Census released
its preliminary estimate of retail sales in June and revised
figures for sales in April and May.

The new figures show some good news.

Total retail sales figures for April and May were revised
up a little. In June retail sales increased another 1.4 percent
above that. '

Auto sales rose a bit in June, but remained very low. (We
already knew that from other data.)

Outside of autos sales in June rose by a healthy 1 percent,
back to their April level, :

Some, but not all, of the June rise in sales was inflation --
there was an increase in real volume, the first since January.

One robin does not make a spring, but the figures suggest
that the consumer is not running for the storm cellar, that auto
sales have bottomed out at a very low level, and that other sales
may be beginning to rise a bit. '

July could possibly show further increases in retail sales,
since the July social security checks will reflect the large
(14 percent) increase in benefits due to indexing.



THE WHITE HOUSE
WASHINGTON

OUTBOX FROM PRESIDENT"S TRIP
TO CALIFORNIA, JAPAN ETC...

FILED IN.TRIP FILE.
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July 9, 1980

TO: . THE PRESIDENT .
'FROM:  JODY POWELL

SUBJECT: Your Television. Interv1ew Thursday Mornlng, July 10
' ~ 7:40 AM : :

You are scheduled for a live television interview in the
Ambassador's Residence tomorrow morning to deal in relatively
general terms with the purpose of your visit to Tokyo, the
prospects for U.S.-Japanese relations, and your meeting with
Premier Hua of China. ‘ - '

The attached seating chart identifies the three senior
Japanese newsmen, all of them Foreign News Edltors, who w1ll
conduct the brlef 1nterv1ew.

. The broadcast w1ll actually begin when you enter the living
room of the Residence, walk .over to shake hands with the

three men and sit down, clip on-a necktie mike and  take the
first question. i ' ‘

Following is the sequence of anticipated. questlons and the
names of the respective 1nterv1ewers

1. Your attendance at yesterday's Memorial Service
for the late Prime Minister was unprecedented.
Could you share your impressions of the service
and review your relationship w1th Prime Minister
Ohira?
(Junji Kitadai, Tokyo Broadcastlng System, a former
New York and Washlngton Correspondent.)

You should.keep your response to approximately two minutes.



%

2. How will Ohira's passing affect .U.S.-Japanese relations?
How do you see the bi-lateral relationship developing
in the 1980's? - ' ,

(Takeshi Tsuda, Kyodo News Service, former Brussels
and London Correspondent)

You should keep your response to‘approximately three minutes.

‘3. Strong as U.S.-Japanese. ties' are, there are also significant
" problems in our relations. What is your view of problems
in the areas of trade and defense, as well as in the
general international economic and energy spheres?

(Toshio IwaSaki, NHK, former;Washinthn'Correspondent)

" Again, your response should be approximately‘three minutes.

4. You are about to go across the street to meet Premier Hua
of China, what are your expectations for those talks?

(Mr. Kitadai of TBS, the first questioner)

You should have about two minutes for this final answer,
and Mr. Kitadai will end the interview with a "Thank You".

To guide you on the time of your responses, there will be
visible minute cards near the camera facing you. You may
find the English pronunciation of the second and third
questioners somewhat difficult to follow, but the substance
of the questions they have agreed to pose is given above.
Attached, in addition to the seating chart, are suggested

. talking points in response to the four questions.

Attachments
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SUGGESTED ‘TALKING POINTS

Question #1

First, I am very glad indeed that I was able to come to Tokyo
to be among the late Prime Minister's many friends and
admirers who paid tribute to him on this occasion. :This

.XEuLJJM;_iiIst_iimemlﬁhad~thefopportunitygtowattendzg Japanggé‘
_ a<("_ Q- e : R
memorial service

\\\___~§_~\\~“——///} I found it most dignified and impressiﬁe,

conveying in a»universal-spirit the feelings one experiences
anywheré in the world at the passing of a good friend and
world leader. . I was of course particularly moved by thé
recording of Mr. Ohira's remarks in the Rose Garden when I
met with him in Washington just a few weeks ago. They brought
home the warmth of his personality and his dedication not
only to the advancement .of his country's interests but in
making this a better world for 'all of us. While it is_not

possible—with—the—kind~ef-jobs he-had-and—F-have_to_establish

ﬁas’ffgﬁuent,personal ésﬁﬁﬁﬁicationmas_weawouldmiikev'Ehat

2 ’ .
occasion was, I think, typical of our relationship. We became
true friends and I looked forward to our, meetings together.

He was a Xiwnéy dedicated man, serious of purpose, but always

‘of good humor and ready wit.

Electrostatic Copy Pada
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for Preservation Purposes
Question #2

Because of his long experience, Ohira had a major role in
oviR

solidifying and expandingkfelationship. In Washington last

May he called it a "unique bond." .

oOR

--Fundamental factors, however, governnrelationship: comity

of interest; extensive net of political, economic, scientific,

cultural ties; mutual confidence of allies.

--These will persist in 1980's and permit building further

o
on what Ohira termed "productive partnership,“AFoncept I fully

share.

~-No two overseas trading partnersuhavg more significant trade
and investment ties with one another; these should and wiil grow.
--America has always looked westward, and.personal exchange and
cultural relations will expand. B

~~As leading economic powers, U.S. and Japan, most recently at
the Venice Summit, renewed agreement to cooperate in addressing
global problems, including energy, stable growth, aid to
developing countries.

--In short, I see us building on solid éccomplishments of 1970's

in spirit of true partnership, with tremendous implications for

rest of Asia and rest of world.



_ Electrestatic Cony Miade
Question #3 for Prescrvation Purposes

Trade:
--The important point is not to lose sight of just how broad,
complex and important our economic relations are. Important

not only to both of us bilaterally but to the stability and

health of the global economy.

—--Each of us have domestic problems, particularly when our
economies are not doing as well as we would like. It is
important that we not act in ways which shift problem to others.

We must guard against protectionism while managing cooperatively

any problems that arise.

Defense:

--We generally find 6urselves with‘common outlook on major

world situations affectihgvsécurity of our two countries, and
this has been reflected in the'ﬁay in which we address defénse
issues, working within the cdntext of the Mutual Security Treaty.

--Clearly world situation has changed radically in past year---

Afghanistan.

-

--Have to work closely together.in meeting chélienge of growing
Soviet military power. |

--We have good consultative mechanisms.in place for purpose.

~ --All of us have had to make sacrifices to keep our defense
~establishments strong. | |

--I am confident Japan will continue to make steady and

significant progress in this area.
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Questioh #4

. . \ "- 0 0 » .
--As-you are aware,-Premlef\iza accepted an %nv1tat10n to

visit\ﬁ

Mondale ih_the course of his tnip to.China las

e United States extended to him by vice President

—--That visit was tentatively set \for early this y&ar, and

would have fepres ted the first opportunity for me\to meet

with Premier Hua.

--For -a variety of reastyns, however, it was not possible to

schedule that visit as planned.

——Se—now,‘#hen both Premier Hua and I have come to Japan to
pay our last respects to Prime Minister Ohira, we thought

that we might make use of this occasion to meet each other

for the first time.

-~-I do not think it would be appropriate to go into the details
of what we might discuss. But in general terms I would expect

to review with Premier Hua both bilateral and international

issues of mutual interest.
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MEMORANDUM

- THE WHITE HOUSE

CONTITBENEIAL—
WASHINGTON
July 11, 1980 -CF
MEMORANDUM FOR: THE PRESIDENT . f;;:/
FROM: -~ ZBIGNIEW BRZEZINSKI % &J\ '
SUBJECT: High-Level U.S. Delegation to the Inauguration

of Peruvian President (C)

We have just received the attached memorandum from Secretary Muskie
recommending that Mrs. Carter head a high-level delegation to
President Belaunde's inauguration in Peru on July 28. (C)

I recommend that you approve this proposal for two reasons. First,
since Mrs. Carter led the delegation to the inauguration of the
President in Ecuador, her absence on this important occasion could
be misinterpreted as a slight to Peru and her new pro-American
President. Second, and more important, the Carter Administration is
identified with the redemocratization of Latin America, and the
Peruvian inauguration provides an excellent opportunity to reaffirm
our support for the process. Frankly, it would also be helpful for
the American people to see this success of the Carter Administration
in Latin America. (C) h

RECOMMENDATION :

1. That the First Lady head a delegation to the Peruvian
inauguration. .

Approve V//(’ Disapproveﬁ_@éé?r//

2. If the First Lady can't do it, either the Vice President or

Secretary Muskie should.

ﬂﬂ Approve ég? Disapprove

o

DECLASSIFIED
.0.12958, Séc.3.6
fq« NS € re_ AlLC-98-267

__NARS.DATE_K12-6714G

—GGN'FT'DENJILIAL,
Review on 7/10/86
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THE SECRETARY OF STATE

- WASHINGTON (Entire Text)

8014719
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July 3, 1980

MEMORANDUM FOR: THE PRESIDENT .
From: Edmund S. Muskieé§§L—
Subject: High-Level U.S. Delegation to

Inauguration of Peruvian President

ISSUE FOR DECISION

Whether you should ask the First Lady to head the
U.S. delegation to the inauguration of Fernando Belaunde
Terry as President of Peru.

ESSENTIAL FACTORS

The inauguration of Fernando Belaunde Terry on July
28 will constitute a maJor victory for democratic rule
in Latin America, and is most gratifying in terms of your
policy objectives toward the region. USG support for -
democratization in Peru has been a significant factor in
the present military government's commitment to the process.
It is therefore fitting that the U.S. should acknowledge
the importance of Peru's return to democratic rule after
12 years of, at times, turbulent and arbitrary military
rule by sending a high-level delegation to Lima. We have
been invited to send a three-member delegatlon, .including
the ambassador accredited in Lima. .

I believe the First Lady, who made a most favorable
impact on U.S./Peruvian relations during her 1977 trip to
Peru, would admirably advance U.S. interests by heading
the delegation to Lima. - S

As Mrs. Carter will recall from her leadership of the
U.S. delegation to the inauguration of President Roldos of.:
Ecuador, such a presidential 1nauguratlon presents an ex-
cellent opportunity to meet and hold serious discussions

~GONFBENTUL ) <Ll

GDS 7/3/86
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CONFIOENTIAL

-

with a broad range of chiefs of state and other high-
ranking officials. We expect the presidents of Vene-
zuela, Colombia, Bolivia, Costa Rica and Argentina to

go to Lima; other chiefs of state who may attend include
those of Panama, Nicaragua and E1 Salvador. Spain will

be represented by its prime minister. The Soviet Union
probably will be represented by one of its vice presi-
dents. OAS Secretary-General Orfila is planning to attend.
Most of the other Latin American countries will be repre-
sented by foreign ministers or others of Cabinet rank.

Belaunde also invited a number of prominent Latin
American democratic leaders to his 1963 inauguration,
although they attended as his friends rather than as
members of their countries' official delegations. Among
these were Rafael Caldera of Venezuela, Carlos Lleras of
Colombia, and Eduardo Frei of Chile. All went on to
become their countries' presidents, and these and other
prominent personages can be expected to attend Belaunde's
inauguration. ' '

We will work with members of your staff on suggestions
for other members of the delegation.

Recommendation:

That you send a presidential delegation to the Peru-
vian inauguration headed by the First Lady.

Approve: p//// Disapprove (ﬁ?ﬁ

7




THE WHITE HOUSE
WASHINGTON

18 Jul 80

FOR THE RECORD

STU EIZENSTAT RECEIVED A
COPY OF THE ATTACHED.
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July 16, 1980
MEMO FOR SUSAN CLOUGH / .'

FROM: STU EIzENSTA'ryj:

We expect the Canadians to reach an agree-
ment on the Alaskan Pipeline by noon
Thursday, and to announce that agreement
shortly thereafter.

The attached statement from the President
would be in response to the Canadian state-
ment. Therefore, I hope the President can
review and approve this statement early
Thursday. ¢ Gj-eau.e rovw) T
———— :

DECLASSIFIED
. 12958, SEC. 3.5:0)

. Eiactrostatic Copy Made ' WHITE HOYS§ GUIDELINES, AUGUST 25, 182
_¢or Preservation Purposes BY. of . NARS DATE - 1
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THE WHITE HOUSE

WASHINGTON

July 16, 1980

MEMORANDUM FOR THE PRESIDENT
FROM: STU EIZENSTAT j,ﬁ:

SUBJECT: Alaska Natural Gas Transportation System

It is likely that the Canadian Cabinet will approve their "pre-
build® portion of the Alaska Natural Gas Transportation System
{ANGTS)} on Thursday, July 17. This "prebuild"” portion of the
pipeline in Canada must go forward this summer to avoid slippage.
in the entire construction schedule. As you know, this will be
the largest construction project in history, and will produce

natural gas supplies equivalent to 400,000 barrels of oil per
day.

‘Attached is a proposed Presidential statement for release Thursday-
afternoon. Also attached is the text of a letter, which you
previously approved, to Prime Minister Trudeau. With your approval
we plan to retlease the _aetatament tomorrow aftcrnoon and the text
of the letter to the Canadian government..

The letter states that the Administration remains committed to the
completion of ANGTS and stands ready to "take appropriate action"

to meet the objective of completing the project by 1985. This does
not, however, make a binding commitment to provide Federal financ1a1
backing for the pipeline.

The letter also states that if the Canadian segment is completed,
but the American segment is delayed, you will seek Congressional
approval to allow the Canadians to recover their costs from the
American companies. This amounts to a commitment to seek a _
Congressional waiver of one provision in your -1977 Decision.- While
this represents the first departure from your original decision, it
is necessary to assure investment bankers in the Canadian segment
that their costs can be recovered in the event of delays in the U.S.

DOE has also cleared the contents of this letter through the
principal Congressional chairmen (Jackson and Dingell).

As we indicated in our earlier memorandum, based on DOE's assurances
that the letter does not move the government any closer to agreeing
to Federal loan guarantees and that it is necessary for Canadian
approval of "prebuild", Lloyd Cutler, OMB and I recommend your
approval of the letter. To ensure against the possibility that

DECLASSIFIED
E.0.12958, Sec.3.6

i[!lu_b!ﬁ__ e M —dracg
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the Canadian government might at some future date argue that the
letter does imply a commitment to provide loan guarantees_should
all other approaches fail, we will review DOE's record of conver-
sations with the Canadians on this subject tomorrow morning.

, e 6ﬂég P eu/fféc{
Approve letter and statement _ v
(Cutler, DPS, DOE, oxml j .

NSC, State)
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THE WIHITE HOUSE

WASHINGTON

Dear Mr. Prime Minister:

Since you last wrote to me in March, the United
States Government has taken a number of major
steps to ensure that the Alaska Natural Gas
Transportation System is completed expeditiously.

Most significantly, the Department of Energy has -
acted to expedite the Alaskan project. The North
Slope Producers and Alaskan segment Sponsors have
signed a joint statement of intention on financing
and a cooperative agreement to manage and fund
continued design and engineering of the pipeline
and conditioning plant. The Federal Energy
Regulatory Commission recently has certified

the Eastern and Western legs of the System.

The United States also stands ready to take
appropriate additional steps necessary for comn-
pletion of the ANGTS. For example, I recognize

the reasonable concern of Canadian project sponsors
that they be assured recovery of their investment

in a timely manner if, once project construction

~ 1s commenced, they proceed in good faith with.
completion of the Canadian portions of the project
.and the Alaskan segment is delayed. In this respect,

- . they have asked that they be given confidence  that

they will be able to recover their cost from U.S.
shippers once Canadian regulatory certification that
the entire pipeline in Canada is prepared to com-
mence service is secured. I accept the view of

your government that such assurances are materially
important to insure the financing of the Canadian
portion of the system. '

Existing U.S. law and regulatory practiées may cast
doubt on this matter. For this reason, and because’
I remain steadfastly of the view that the expeditious

DECLASSIFIED

EO. 12958, SEC. 350)
WHITE HOMSE GUIDELINES, AUGUST 28, 1997
BY. NARS DATE 4
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construction of the project remains in the mutual
interests of both our countries, I would be prepared
at the appropriate time to initiate action before
the U.S. Congress to remove any impediment as may
exist under present law to providing that desired
confidence for the Canadian portion of the line.

Our government also appreciates the timely way in
which you and Canada have taken steps to advance
your side of this vital energy project. In view of
this progress, I can assure you that the U.S. govern-
ment not only remains committed to the project; I

am able to state with confidence that the U.S. govern-
ment now is satisfied that the entire Alaska Natural
Gas Transportation System will be completed. The
United States' energy requirements and the current
unacceptable level of dependence on oil imports .
require that the project be completed without delay.
Accordingly, I will take appropriate action directed
at meeting the objective of completing the project
by the end of 1985. I trust these recent actions on
our part provide your government with the assurances
you need from us to enable you to complete the
procedures in Canada that are required before
commencement of construction on the prebuild sec-
tions of the pipeline.

In this time of growing uncertainty over energy
supplies, the U.S. must tap its substantial Alaska
gas reserves as soon as possible. The 26 trillion
cubic feet of natural gas in Prudhoe Bay represent
more than ten percent of the United States total
proven reserves of natural gas. Our governments
agreed in 1977 that the Alaska Natural Gas Trans-

_portation System was the most environmentally sound
‘and mutually beneficial means for moving this re-

source to market. Access to.gas from the Arctic
regions of both countries is even more critical
today as a means of reducing our dependence on
imported petroleum.

Successful completion of this project will underscore

once again the special character of cooperation on
a broad range of issues that highlights the U.S./
Canadian relationship. :




I : look forward to continuing to work with you to
make this vital energy system a reality.

Sincerely,

The Right Honorable
Pierre Trudeau
Prime Minister of Canada
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PRESIDENTIAL STATEMENT

My Administration's energy ' policy has always recognized that
the energy problem is not unique to our country. The energy burden
of the 1980s is shared by all the industrialized nations and by the
lesser developed nations as well.

Just as the energy burden is shared by all nations, so must
the solution be borne by all in a cooperative spirit. Just ;ast
rmonth?in,vcnice, I met with the heads of six oLher leadlng nations
of the industrialized world to establish specific goals and a series
of éomprehensive commitments to conservation and the development of
new anergy supplies. At the time wg'pledged increased international

cooperation among ourselves and with other countries to help achieve

these objectives. we ,;’::

When I met with Prime_Minister Trudeau of Canada in Venice,Aone
of the potential cooperative projects -- one that could be most
meaningful to both our countries -- was the Alaska Natural Gas
Trapsportétion_SYatem.

I am very pleased that today the Canadian Government has
announced its wiilingness to move forward on this vast project by
approving the'constructién of the first major segment of what is
intended eventually to be a 4800 mile pipeline from Prudhoe Bay in
Alaska through British Columbia and Alberta to the heartland of the
United States. | '

This first segment, approved today by the Canadian Government,
will enable U.s;‘consuﬁérs in'33 states to begin receiving additional

ngtural gas from Canada by 1981 -- replacing 200,000 barrels a day

h ]




of crude oil -- even before the Alaskan and northern Canadian
portions of the pipeline are completed. Eventually, too, Canadian
natural gas from the north will be able to flow to consumers in
Canada.

The entire project, which I approved in 1977, is intended to
be completed in 1985 and will bring about 2.4 billion cubic feet
of Alaskan natural gas to U.S. consumers each day, replacing more
than 400,000 barrels of foreign oil. Prudhoe Bay natural gas
represents:lo percent of our nation's energy reserves.

I have today sent a letter to Prime Minister Trudeau expressing
our confidenée that this project will be carried fofward to coméletion
and become an example to the world of how international cooperation
can serve the common energy needs of both partners. Both Houses of
Congress have recently passed resolutions of support for the Alaska
pipeline, and I have been able to provide several spééific assurances
to Prime Minister Trudeau on our commitment as a nation to this joint
project. Tﬁé pipeline 1s one of the most complex and'demanding energy
venfures'eVef\underﬁaken. When completed, it will be a major element

in our transition to a more diversified and secure energy economy.
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"WASHINGTON
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Mr. President --

I read your deletions to Stu (& separately to Jody), with
the following reactions.

Stu said the reason for the section on page 1 you deleted
had nothing to do with listing problems of the auto industry.

Instead, it is to show the American people/taxpayers that K{

you care about the flesh and blood aspect of the problem. 24/ &
(I sert-of agree with him.) In the event you choose to use 5x4¢5
this section, I have added as an "Insert to page 1".

However, Stu felt very strongly about the 2nd graph you

deleted on page 4 dealing with Japan. He says this is a chuui
very important statement. 1It's something you did. It's
something the Japanese announced Sunday night. And you should S

(and need) to take credit for it. (If you delete the first
graph portion, you can still leave in the 2nd "statement"
portion Stu's concerned about. In the event you agree upon
reconsideration, I have left that graph in your statement

and it appears on page 7; you can just mark through that
entire card if you don't want to accept Stu's recommendation.

e
, Bince he had not heard anything
by"mid evening’ Stu went on and had the original unedited
version typed and copied -- in the event you agreed to use it.
M@Gh&#@#—y&u—ehﬁose—w+++‘bv-re+etsed We'll call Jody and/or
Stu from AF1 and let them know wh+eh4$?€ to distribute.

(Stu was about as receptive to criticism as you (and I)(and Jody)
(and ) are. He said it's hard to coordinate clearance on a
statement over the July 4th weekend, because people are at the
beach, in the mountains, etc. So he met with everyone this
morning and they worked on this. They sent to Sit Room around
3:00. I received around 5:15 (they held while 2 other memos

came in for you/me and then drove out to me). I just missed

you as you were leaving for dinner -- so all the time elements
for today just warldn't work out..... unless they thought about _
drafting, etc., last Thursday.)

-=-SSC

Stu is also anxious to know what your decision will be
re Trade in Light Trucks (Cab Chassis)...also attached.



THE WHITE HOUSE

WASHINGCTOMN

July 7, 1980

MEMORANDUM FOR THE PRESIDENT Eisctrestatic Copy Made

. FROM: STU EIZ ENSTAT{Z Z( / ﬂ K . for Praservation Purposes

Attached is a Fact Sheet on the Automobile Policy that we will
release tomorrow. This document provides all of the detail for
the decisione reflected in your own statement. You do not need
to read this Fact Sheet but I thought you should at least have
it with you before tomorrow's meetings.



FOR RELEASE APTER THE
PRESIDENT'S BTATEMENT JULY 8, 1980

Office of the White House Press Secretary
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THE WHITE HOUSE

PACT SHEET

On May 14, 1980, President Carter met with the chief executives
of the KRation's domestic automobile manufacturers and the
leadership of the United Auto Workers to discuss the current
problena of the automobile industry. At that meeting, the
‘President anncunced that he would analyze Federal policies

and programs that could improve the industry’'s current and
future prospects. The President stated that he would carefully
review the current condition of the industry and examine
Pederal credit, tax, regulatory, economic adjustment and

trade policies. In return, the President asked the UDAW and
the auto companies to develop proposals by which they could
improve the situation. '

The proposals contained in this fact sheet can be accomplisghed
with existing resources and without legislative changes.
They represent the first steps in a long=-term effort.

Tha President has asked business and labor to join with him
to form e continuing Auto Industry Committee, to address the
problems of the auto industry in the coming years. This
working group will provide the mechanism through which
further actions by business, labor and the Federal government
can be taken. It will form the foundation for a continuing
working relationship among business, labor and the Government
to ensure the long-term vitality of the automobile industry.

THE CURRENT CONDITION OF THE AUTOMOBILE INDUSTRY

In the last 15 months, the automobile industry has been
buffeted by two serious developments. First, after the
dramatic rise in oil prices and the shortage of gasoline

last year, new car buyers shifted markedly toward a preference
for smaller, more fuel-efficient cars. Although the U.S.
automobile industry was in the midst of a concerted effort

to downsize and redesign its cars to achieve greater fuel
economy, most of the capacity needed to produce the new
models had not yet been completed.

Second, the onset of the recession this spring further
recduced overall automobile sales, complicating the industry's
employment and profitability problems. These two forces

have produced the following conditions in the auto industry:

more
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Production and S5ales 1In 1978, sales of domestically-
produced automocbiles peaked at 9.3 million units. By the
final gquarter of 1979, sales had fallen to a sBeasonally-
adjusted annual rate of 7.5 million units, reflecting the
plunge in demand for larger and less fuel-efficlient cars.
Spurred by rebates and a generally strong economy, sales
reached a rate of 7.9 million units during the first quarter
of 1980. Initial production plans for the second quarter
were for a rate of 7.3 million units. However, as the
economy weakened, these plans were continually revised
downiward, so that actual second quarter domestic production
will be close to a rate of about 5.5 million units. Truck
sales are off even more sharply than auto sales.

Bmployment By the third week in June, indefinite
layofts had grown to 239,000. Layoffs have been heavily .

" concentrated in the industrial Midwest, with approximately

70 percent in Michigan, Ohio, Missouri, and Indiana. The
layoff figures cited do not include the supplier industries,
which are estimated to total approximately 450,000, or

"dealers that have closed or trimmed back employment. Thus,

total auto-related lgyoffs may be between 700,000 and 800,000.

Foreign manufacturers--particularly the Japanese--were

better prepared to compete in this changed energy environment,
since almost their entire output consisted of small, fuel-
efficient models. As a result, the import market share .
increased from 17.7 percent in 1978 to 26.4 percent during
the first quarter of 1980, and to 28.4 percent in May.

There are several factors that should improve the outlook
for the auto industry later this year. Inflation has eased.
A8 a result interest rates have fallen sharply and the
Federal Reserve Board has recently been able to remove
credit controls. Also, this fall American manufacturers

- .will introduce several new, fuel-efficient, technologically-

advanced models, which will provide ccnsumers with a wider
choice of small cars.

By 1983, American manufacturers should be able to produce

7.6 million such cars--up from 1.4 million in 1980. Domestic
producers will be concentrating on further improvements in
guality and fuel efficiency, to strengthen their competitive
position in the domestic and world auto markets. While the
next two to three years will be a very difficult period of
transition, the long-term prospects for the American auto
industry are strong.
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THE PRESIDENT'S PROGRAM

Since May, an inter-agency task force led by Secretary of
Trangpoxtation Neill Goldschmidt has reviewed a range of
measures to improve the current and future prospects for the
auto industry. Based on their recommendations, the President
is today taking action in six areas:

s Requlations

Unnecessary regulatory costs are particularly burdensome
during thia difficult period of transition for the automobile
industry and the economy. Regulations are important for energy
conservation, to protect the environment, and the safety of
workers and motorists, but they must be carefully evaluated to
minimize their costs; otherwise they imposc unnecessary expense on--

the Lndustry and consumers.

At the Presaident's direction, the regulatory agencies
reviewed their current programs to see what actions might
reduce industry costs while continuing progress on environmental
and safety qoals. The President annocunced five such actions
today, but these are just the beginning., As future regulations
are promelgated, the President has instructed regulators to
continue to be sensitive to the financial and economic
diffieculties of the auto industry.

A. Reduced Stringency of the 1984 High Altitude
Emission Standards

Starting in 1984, the Clean Air Act reguires cvery
new car s0ld in the United States to meet stringent emission
standards, in order to protect air quality at high altitudes.
The Environmental Protection Agency (EPA) has found a less
costly way to achieve this. This administrative change,
¢consistent with current law, would cost manufacturers
approximately $500 million less than was originally thought
necessary to comply with the law. EPA will seek legislative
change in 1981 if needed to achieve these compliance cost
reductions.

B. Alternative Durabjlity Test Pilot Program

Under EPA's current gdurability testing program,
manufacturers must build prototype vehicles to test emission
control devices. EPA will implement a voluntary pilot
program that will require fewer cars to be tested and in
some cases allow use of production vehicles rather than
costly prototypes. The change makes EPA's tests less costly
and time consuming, provides manufacturers additional lead
time for planning and production, and gives manufacturers

greater assurance that they can produce various models in
compliance wzth the standards.
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€. OSHA Standard for Worker Exposure to Lead and Arsenic

In 1979, the Occupational Safety and Health Administra-
tion (OSHA) established more stringent standards for workers'
eyposure to toxic lead and arsenic. The standards would
have required structural changes to remove the hazard,
rather than having workers wear protective equipment.

General Motors sought a longer period for compliance with
the rules, because new manufacturing methods would reduce
compliance costs by 1986. 1In response, OSHA has permitted
GM and the United Auto Workers to develop a less costly way
to comply with the rule while still protecting worker health.
OSHA i8 considering similar proposals from Ford and Chrysler.

BD. Expedited Consideration of CO Waiver Requests

Under current law, EPA may waive carbon monoxide
(CO) emission standards for individual engine lines. EPA ~
has agreed to expedite its consideration of these waivers,
reducing it8 review time by an average of 30 days. EPA has
already granted many waivers, mostly to domestic manufacturers.
Because these waivers are applicable to model year 1981,
manufacturers must receive decisions promptly on any pending
requeésts, in order to save the costs of pursuing parallel
product development for different compliance levels.

E. 8afety and Fuel Economy Standards

In order to prxovide greater certainty to the industry
and to minimize the near term capital costs of complying
with its regulations, the Department of Transportation is
taking a number of steps:

(1) The Department does not plan to issue any
major safety rules during this calendar year.

(2} The light truck fuel economy standards for
1983-~1985 are being reviewed again by all interested parties
purguant to comments from the President's Regulatory Analysis
Review Group. In response to industry requests, the Department
will attempt to complete thils rulemaking by the end of
summer, with full consideration of the economic practicability
of the standards.

{3) The post-1985 fuel economy standards are being
thoroughly considered as part of the Dapartment's auto
industry study and will not be pursued in rulemaking until
that study is complete and submitted to the President. The
Department will seek the industry's participation in the
development of these significant standards, and this will be
cne focus of attention for the tripartite working group,
described below.
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II. Unemployment and Regional Impacts

The President has taken a number of steps to help those
workers and communities that have bheen dislncated by this
transition. ‘

The Administration will address this problem in two ways:

A. Community Adjustment Assistance

Upon approval of the new authorization and requested
appropriations by Congress, the Economic Development Administration
(EDA} will devote $100 million of its FY 1981 budyet to
cummunities sevarely harmed by industrial dislocations. At
least $50 million of this will be available to communities
and firms severely affected by the transition in the auto
industry.

In addition, the Department of Housing and Urban- - |
Development and the Farmer's Home Administration will give |
high priority to projects in these communities as well. P o

Participating Federal agencies will form an operational
program coordination committee. In each community where aid
from several Federal agencies is provided, one agency will
be appointed as the lead Federal agency. This agency will
be responsible for coordinating Federal aid, cutting through
red=-tape and ensuring that the affected communities receive
expeditious and consistent service. Assistance will include:

o 'Edjustment planning grants to support the development
of community economic development adjustment strategies,

(o} Grants to local governments to support the re-use of
existing facilities and to fund additicnal infrastructure
needed to attract new private investment.

o Loans and loan guarantees to aid in saving and creating
jobs in supplier firms and other busincsses that are
important for local economic diversification.

o Technical assistance to inventory and market available
production facilities or resources.

The combination of these tools in well=-conceived community
adjustment strategies will soften the impact of economic
dislocations and support effective stabilization and diversification
of the local economies.

B. Adjustment Programs for Workers

The Administration has already proposed broadening
its Trade Adjustment Assistance program to supplier industries,

to make sure that all workers receive its protection, not '
just employees of the major manufacturers.

In addition Department of Labor will develop
experimental assistance programs to improve further the effectiveness
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of the govermment's efforts to hélp dislocated workere. Several
of these pilot projects will be launched in communities that
have been hurt by auto-related layoffs. h

ITXI. Credit and Dealer Assistance.

"Since tha President announced his intensified anti-inflation
program on March 14, interest rates have fallen by nearly half.
Last week, the Federal Reserve Board was able to l1ift its program
of credit controls. The prime rate now stands at 11-1/2 percent
and commercial paper rates at 8§ percent, compared to the 20% prime
rate of three months ago. Thus, one of the major factors in the
deterioration of car sales this spring has already been alleviated
substantially.

Nevertheless, there are still many dealers who cannot acguire
needed credit to carry them through this difficult transition period.
Because the health of the automobile industry depends on maintaining
a viable dealer network through which to sell cars, the Administra-
tion has developed two programs to provide additional assistance:~

A. SBA ILoan Guarantee Program for Auto Dealers

The Small Business Administration (SBa) will undertake
a speclal effort to guarantee working capital loans to auto dealers.
This program will be in effect through the introductien of the 1981
model cars. Under this program, SBA may guarantee up to 90% of
bank locans to auto dealerxs, including loans that will allow the
dealers to finance their wholesale inventory.

: In order to adapt the program to dealer needs, SBA will
adjust lts eligibility standards and procedures., The additional
administrative costs assocciated with the program will be covered
undex current appropriaticns. SBA estimates that demand from
dealers for the program may total $200-400 million.

. B, SBA loan Program for Minority-Owned Auto Dealers.

: Minority-owned auto dealerships will reguire special
attention in the current period of transition. Minority dealers
tend to be relatively new busincsses that are less likely to have
strong financial reserves., They also are often located in large
metropolitan areas, whose markets are likely to be affected earlier
and more severely by recossions than the rest of the country. For
these dealers, it is important not only that credit be available,
but that it be available at a low interest rate.

To respond to this need, the Small Business Administra-
tion will create a new direct loan program for minority dealers
facing financial difficulty under authority of section 7(a) of
tha Small Business Act. The program will be financed by using up
t0-$12 million of existing authority, made available in part through
the withdrawal of a pending request for a budget recission. By using
a direct loan program instead of loan guarantees, the minority dealers
will be able to obtain financing at an 8-1/4 percent rate, which is
congiderably lower than most dealer financing rates.
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IV. Tax Policy

In light of the auto industry's immediate cash flow problems
and its huge capital needs to retool to produce amaller cars, the
tax burden on the auto industry is important. Currently, for
exanple, the rapid conversion to four cylinder engines and
front-wheel-drive transmissions is reducing the useful life of
egquipment that produces eight c¢ylinder engines and rear-wheel
drive transmissions. The tax treatment of the industry should
reflect such changes in economic circumstances.

A. Treasury Study of Depreciation Schedules.

To respond to these changing conditions, the Department of
the Treasury will accelerate its current study of motor vehicle -
industry tax depreciation guidelines so that it can be completed
before the end of this year. This study, already underway, should
allow for depreciation schedules that are conSLStent with the
usaful life of the plant and equipment.

B. Tax Treatment of Special Tools.

The Treasury Department will examine the possibility under
present law of revising the tax treatment of certain special
tools that arc used by the industry for only one model ycar, but
which currently must usually be accounted for over two calendar years.
This change would provide a substantial one-time benefit to the
auto nanufacturers.

C. Tax Treatment in Future Ta¥ Programs.

In developing general tax measures for enactment when
economic conditions warrant, the Administration will give careful
congideration to the capital formation problems of the automobile
and other industries that constitute America's industrial base.
arutomotive investment will be significantly encouraged by the
measures that provide industry with greater incentives and
improved cash flow.

V. Creation of an Automobile Industry Committee

Consistent with the President‘'s strong commitment to work
with business and labor in the coming years to revitalize the.
domestic aufto industry, he will establish a permanent Auto Industry
Committee, to deal with the problems of the industry on a continuing
basis. The Committee will provide a mechanism for dialogue on
key issues among business, labor and government.
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Experlence shows that industry working groups are most
likely to be successful if they begin with a well-spec1f1ed
and limited mandate. The President, therefore, is organizing
& task force with representatives of business, labor and govern-
ment, tc present to him as soon as possible a plan on how such
an auto industry committee should function and be structured.
These recommendations should include an agenda of items for
discussion and for membership on the committee. Business
representatives of the task force will include the chief
executive officers of the U.5. auto companies and a represen-
tative of the auto parts suppliers. The labor representatives
will come from the United Auto workers, as well as other unions.
Government representatives will include Federal, State and local
officials.

VI. Import Competition . ‘ =

Over the past several years, imports have been taking an
increasing share of the american automobile market, From 17,7%
of the domestic auto market in 1978, imports rose to 21,9 percent
in 1979 and 28.4 percent in May of this year. Four-fifths of
these imports originate in Japan.

In large part this increase in imports reflects the
historically stronger position of foreign manufacturers in the
small car market, coupled with the shift in consumer preferences
toward these smaller cars. In recent months, American manufacturers
have not had the capacity to meet the increvased demand for small
cars; now, they have excess capacity. As American manufacturers
produce larger veolumes of small, fuel=-efficient cars this fall and
in the years ahead, we expect them to increase their share of the
domestic small car market. Since A <whstantial fraction of
car buyers remain loyal to their current make when they purchase
a new car, the increase in import penetration could affect
long-term buyer preferences.

There have been reports as well that Japanese manufacturers
interd to expand their domestic production facilities by up to :
two million units in the next two to three years. Since virtually
all other countries have substantial barriers to Japanese auto
imports, much of this additional production would likely to be
exported to the United States.

While at the Summit in Venice the President expressed his
concern with these reports, and asked the Japanese government to
determine whether Japanese manufacturers are in fact planning
major expansion. The President indicated that an cxpansion of
capacity in Japan, targeted for sale in 0.S. markets, would
not be acceptable to the U.S.
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Just yesterday, we were informed by the Japanese
Hlnlstry of International Trade and Industry that no such

-major capacity expansions would be made.

" The President has also taken the following actions:

A, Accelerate the United States International Trade
Commission’s Investigation of the Auto Industry:

The President has asked the United States International
Trada Commisgrsion (USITC) to ascalarate ito inveotigation of

the auto industry under Section 201 of the Trade Act. The
investigation has been undertaken to determine whether the
U.S. automobile industry has been injured by foreign imports
and, if injury is found, to recommend appropriate remedies.
The investigation was begun in response to a petition filed
by the Onited Auto Workers with the USITC alleging that the
domestic automobile industry has been damaged by import
competition and asking the Commission to recommend relief.

Under the law the USITC has up to six months to
make a determination and recommendation. The President then
has up to 60 days to act on the USITC recommendations.

The President has asked that thls proceeding be
accelerated.

The President wants to assure all parties--the auto

- industry, 1ltes workers, consumers, dealers and foreign auto

companies--a prompt, expeditious and unbiased review of the
impact of imports on the domestic auto industry. He feels
that the USITC is the appropriate forum for making this
reviaw; and this formal investigation must be completed before
any decxsions on import relief can be made.

The President will decide what actions to take once
he has received the USITC report.

-B. Foreign Investment in U.S. and Increased Imports

to JaEan:

During the past six months, the President has pressed
the Japanese government to remove barriers that hinder the
importation of American cars and auto parts to Japan, and to
encourage the Japanese auto c0mpanies to 1nvest in the U.S.
Progress has been made:

o The Japanese government has ayreed to eliminate
most auto parts tariffs in 1981, to simplify auto
standards and licensing procedures, and to send
migssions to the U.S. to promote imports by Japan
Oof auto parts made in the U.8. and investment in
U.S. auto parts production.
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Two Japanese auto companies--Honda and Nissan—-
have announced new investments in the United States;
and Toyota has agreed to invest in the U.5. if a
feasibility study currently underway concludes that
such an investment would be economically viable.
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THE WHITE HOUSE
WASHINGTON

July 7, 1980

Electrostatic Copy Misds
for Pregewation Purposes

MEMORANDUM FOR THE PRESIDENT

FROM: X 8TU EIZENSTAT
BRALPH SCHLOSSTEIN

SUBJECT: Meeting with the Auto Industry and Leadership
of the United Auto Workers

July 8, 1980 . a

7:15 a.m. '

Terminal of Detroit, Mich. Airport

Press Plan: Photo opportunity at beginning of
meeting; Presidential statement
after the meeting; Secretary
Goldschmidt, Secretary Miller and
Stu Eizenstat to answer gquestions
after Presidential sitatement

Purggse:

The meeting is designed to follow-up on your meeting with ‘the
auto industry and labor eight weeks ago. It will provide you
. with an opportunity to degc¢ribe the actions that you will take
to help the industry solve its current and future problems.

It also will give business and labor an opportunity to outline
the commitments that they will make to help solve their own
problans.

.

Participants:

Vice-President Mondale

Chairman Thomas A. Murphy (GM)v~

President Elliott M. Estes (GM)

Chairman Philip Caldwell (Ford Motor Co,}~
President Donald Peterson (Ford Motor Co.)~-
Chairman Gerald C. Meyers (American Motors)
President W. Paul Tippett (American Motors) .
Chairman Lee A. Iacocca (Chrysler).
Pregéident J. Paul Bergmoser (Chrysler}”
President James W. McLernon (Volkswagen of America)
Presidant Douglas A. Fraser (UAW)

Vice President Don Ephlin (UAW)

Vice Pregsident OwWen Hieber (UAW)
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Vice President Mark Stepp (UAW)

Vice President Ray Majerus (UAW)

Secretary of the Treasury G. William Miller
Secretary of Transportation Neil Goldschmidt
S8tuart Eizenstat

Ambaasador Reuben Askew

Administrator Douglas Costle (EPA)

Background:

On_May 14, 1980, you met with the auto industry leaders and
the leadership of the United Auto Workers. At that meeting

you pladged that your advisors would undertake a thorough review
of the current and future problems cof the auto industry. You
alsoc asked your advisors to develop a list of recommended actions
that could be taken by the administration to help the Industry.
Finally, you asked the business and labor leaders to develop -
actions that they could t3ke to improve the current and future
prospects for the auto industry.

You will open the meeting with a statement that: 1) expresses
your concern about the current condition of the auto industry:
2) outlines the actioans you intend to take immediately to
meroVe the prospects for the industry; 3) emphasizes your
commitment tc a continuing effort to address the concerns of
this critical industry; and 4) requests that the industry and
labor leaders participate in an Auto Industry Committee —-
composed of business, labor and government representatives.
After the meeting you will meet very briefly with the Michigan
Congressional delegation (with whom the Vice President, Secretary
Goldschmidt and I will already have met) and then make a brief
statement to the press. (A draft of the statement was sent to
you separately.} Secretary Goldschmidt, Secretary Miller and
I will remain to answer questions.

Phe Vice-President will meet with the leadership o©f the UAW,

Pord and GM tonight. Neil Goldschmidt, Bill Miller and I will
meat with Chrysler, AMC and VW. We will press them for gpecific
commitments and for statements of support for your effort. The
Vice-President will roeport to you on the results of these mectings
when you arrive. He will also advise you as to the order in whzch
you ghould c¢all on the participants. The talking points on

labor and industry contributions are contingent on the results

of these meetings.

Talking Points:

o I come to Detroit at a time when the automobile industry
and your city face a very difficult period of transition.



The recession and the rapid shift by consumers to smaller,

fuel~=efficient cars have dramatically reduced domestic auto
gales and employment.

Yet the financial needs of the auto industry to weather
these difficulties and to retoel for the future have never
been greater.

I come to Detroit filled with a deep personal concern about
the problems that have been created by this difficult period
of transition.

I am deeply disturbed that the tragedy of 25 percent auto
unemployment has brought hardship and despair to the lives
of so many American families.

I am troubled that the decline in profitability of the
industry may make it more difficult for you to retool for
the future.

And I am concerne& that insufficient capacity to produce
small fuel-efficient ears Aomestically has contributed to
increased purchases of foreign imports.

But I alsc come to Detroit filled with hope and confidence
about the future: for the auto industry is and will remain

. the backbone of Americ¢a's industrial base.

Efight weeks ago we met in the White House to discuss the
current and future problems of the auto industry.

We agreed that an unprecedented cooperative effort involving
government, business and labor -- would be needed to help
the auto industry weather the difficult transition period
of the next three years.

Over the past eight weeks, my advisers have worked day and
night to decvelop proposals that address many of the concerns
you raised. The following results from this effort:

o We will propose significant changes in prospective
regulations that will increase the industry's cash
flow by mq;§ﬂggan_§iﬂﬂ_million in the next three vyears.
This cash Tlow will help the industry asscmble the
capital needed to retoo] for the future. 1In addition,
the Department of Transportation will make certain that

. « e B . ’
regulations to be issued in the coming ycars will reflect
a sensitivity to the industry's cash flow problems.

"




—4-

o) We will provide substantial new economic aid to the
cities and towns affected by plant closings and
extended shutdowhs. Motre than $50 million of additional
aid will be set aside to help the affected cities and
towns attract new industry and jobs.

) Wo will make more than $200 million of additional loan
guaranteées available to strugqling auto dealers. Thase
funds will allow them to obtain much needed working
capital in this difficult transition period.

o} I am instructing the Treasury Department to accelerate
' its review of the depreczable lives of auto manufacturing

equipment nent and tools, so that current practices reflect
the Ttrue economic obsolescence of these items., I am
also asking the Treasury Department to examine the
possibility under present law of revising the tax -
treatment of certain special tools used by the 1ndustry.
And, in developing general tax es for enactment
when economic conditions warrant, I will give careful

eo%ggggxation to the capital fo on_pr 8 ¢f the
automobile and other industries that constitute America’s

industrial base, These changes, when they are implemented,
will help the industry obtain the. Cash flow needed to
retogol its plants.

o Finally, I have asked all of you to join me in forming
an Auto Industry Committee, so that we ¢an address the
problems of the industry on a continuing and cooperative
basis in the future. I believe that such a cooperative
affort, similar to that pursued by Japan, is needed so
that the American auto industry can strengthen its
competitivenass in the world and domestic markets.

I also want to ensure that the American commitment to free
 trade is accompanied by a firm commitment to fair trade
from our trading partners. <

Japan is a valued ally.
to free the American hos

It has stood by us in our efforts

Therefore, I have asked se to open their markets

made important commitments in responge to these requests, which
will benefit America ry.
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/In addition, I have asked the United States International
Trade Commission (ITC), to accelerate its investigation of
the auto industry and to report their findings to me as
Boon as poscible. The ITC's investigation is too important
to be considered in a business-as-usual fashion./

Finally, in response to my request at the reccent Venice
swmmit, the Ja %§nese announced yesterday that they do not
plan any significant expansgion of their auto manufacturing
capacity over the next few years.

—

But the real significance of what wa have done does not lie
in these actions. They are the beginning, not the end of
the procesgs. -

The real significance lies in the commitment that all of us
have made to work together to solve the auto industry's
problems -- businass, labor and government workine shoulder
to shoulder o build a better future for America’s auto
industry.

I want to ask you to join me in establishing an Auto
Industry Committee =-- a coopsrative partnership through
which we can advance both the interests of our Nation, and
the interests of business, labor and the consumer.

Por my part, I pledgye the continued cooperation of my
Administration to achieve these goals. And I pledge my
continued personal involvement in helping to solve the
problems of this critical industry.

But these goals cannot be achieved by Government alone.
Thoy will require commiftments from you as well. From
industry, we will need subs;gn;;al_inzﬁéEE%;Es in the
United States to manufacture small, fuel-efficient and

safe carg, and to employ American workcrs.

From industry, we will also need a renewed commitment to
continued progress on fuel-economy and other issues that
are essential to the achievement of our snergy and economic
objectives.

Prom labor and management, we will need joint efforts to
regirain pricaes and make the costs of production in America
more competitive with coste ovcdrseas.

And we will need extra efforts to maximize productivity,
and to ensure the production of high quality products.

We have a big job to do. But I am confident that, if we
work together, we can meet the challenge.
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FROM: STU EIZENSTAT S‘[v/

Attached is a draft statement for your delivery at the
conclueion of your meeting with the auto industry and labor
leaders tomorrow in Detroit. I have clearcd this statement,
after a lengthy meeting this morning,with Henry Owen, Charlie
8chultze, Bob Hormats (STR), Randy Kau (for Bill Miller), OMB
Neil Goldschmidt, Lloyd Cutler and Jody Powell.

We will have a more lengthy fact sheet, which has also becn

reviewed by the same group, and talking points for your
meeting later today.

I would appreciate having any changes in the statement phoned
back by someonc in your office down there so that we can have
it printed for release tomorrow morning.

The Vice President, Secretary GColdschmidt, Secrcetary Miller,

Doug Costle and I will be going up tonight to mect with the
industry and labor leaders,

Alsc attached is a memorandum from Henry Owen, describing the
Japanese government's response to the concern you expressed
about futurec expansion of Japanese auto productive capacity.
The Japanese government's statement also is attached.
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I come to Detroit at a time when the automobile industry
and your city face a very difficult perind of transition.
The recession and the rapid shift by consumers to smaller,

fuel-efficient cars have dramatically reduced domegtic auto

gales and employment. The financial needs of the auto

1ndustry to weather these difficulties and to retool for the

future have never been greater.

I come to Detroit filled with a deep personal concern about

the problems that have been created by this difficult period of

transition,. [E»am deeply disturbed that the tragedy of 25 percent

auto unemployment has brought hardship and despair to the lives

of 80 many American familles. I am concerned that the loss of

joba, income and tax revenues have driven the State of Michigan,

the City ¢of Detroit and other communities and states into

financial hardship; that the decline in profitability of the

industry may make it more difficult for you to retool for the
future; and that the health of thousands of sma%l businesses
may be jeopardized by the severe recession in your industry.
And I am concerned that insufficient capacity to produce small

fuel~efficient cars domestically has contributed to increased

purchases of foreign imports?]

But T also come to Detroit filled with hope and confidence

about the future: for the auto industry is and will remain the

backbone of America's industrial base. More than one out of

_—
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every six manufacturing jobs in our economy is tied directly
or indirectly to car production, ¥From its beginning, the auto
industry has been a leader in technological achievement and
produetivity and, through our joint efforts, it will continue
€0 d¢ so. |

Eight weeks ago, I met in the White House with the business
and labor leaders of the auto industry. We talked at length
about what could be done to ease the pain of the auto industry's
current problems, and to build a better future for the remaindexr
of this decade. We all agreed that our demestic industry should
be able to complete the difficult transition to the production
of small, fuel~efficient cars within three years. But we also
agreed that an unprecedented cooperative effort was needed to
help the industry through this difficult\period.

Over the past eight weeks, my Administration has worked day
and night to address many of the concerns that business and
labor raised. As a result of this effort:

o We will propose significant changes in prospective
regulations that will increase the industry's cash
flow by more than $§500 million in the next three
years., ‘This cash flow will help the industry assemble
the capital\needed to retool for the future. 1In
addition, the Department of Transportation will make
certain that regulations to be issued in the coming
vears will reflect a sensitivity to the industry's

cash flow problems.
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We will provide substantial new economic aid to the
cities and towns affected by plant closings and extended
‘shutdowns. More than $50 million of additional aid
will be set aside to help the affected cities and

towns attract new industry and jobs.

We will make more than $200 million of additional loan
guarantees available to struggling auto dealers.

These funds will allow them to obtain much needed
working capital in this difficult transition period.

I am instructing the Treasury Department to accelerate
its review of the depreciable lives of auto manufacturing
eguipment and tools, so that current practices reflect
the true economic cbsolescence of these items. I am
also asking the Treasury Department to examine the
possibility under present law of revising the tax
-treatment of certain special tools used by the industry.
and, in developing general tax measures for enactment
when economic conditions warrant, I will give careful
¢onsideration to thévcapital formation problems of

the automobile and other industries that constitute
America's industrial base. These changes, when they
are implemented, will help the industry obtain the

cash flow necded to retool its plants.

Finally, business, labor ané government will join
together to form an Auto Industry Committee, so that

we can address the problems of the industry on a
cooperative basis in the future. I believe that éuch

& cooperative effort, similar to that pursued by Japan,

is needed so that the American auto industry can
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strengthen its competitiveness in the world and domestic
markets.
I also want to ensure that the American commitment to free
trade 1is accompanied by a firm commitment #o fair trade from

our trading parthers. Iiépan is a valued ally. It has stood

the Americ hostages in Iran and

I will be going to : . r the memorial service for

express to the great people/of Japan my sorrow at his death
and my gratitude for the
Our relationship

on the basis of fair/and reciprical trade benefits. Therefore,
I have asked the JaApanese to open\their markets to American cars
and parts, and o cxpand significantly their investment

to produce c

B and parts in the US. \Japan has made important

commitment®# in response to these reguests, which will benefit

labor and industry. I particular look forward to

-

significant results from Japanese missions of parts purchases
and investment, which will visit the United St tes this summer.
qab4uwuéﬁfleigé United Auto Workers has filed a petition
with the United States International Trade Commission, (ITC),
contending that the auto industry has been injured by imports,
and asking the ITC to recommend appropriate relief. To ensure
that the ITC's investigation is completed promptly, I have asked
the ITC Commissioners to accelerate their investigation and to

report their findings to me as soon as possible.



uest at the recent Venice

i Finally, in resp

Summit, the Japanese annoudg®d yosterday that they do not plan

any significant expa

years.!

The actions I have announced today will help to ease the

ir auto manufacturing capacity

over the next fe¢

current pain of recession and will help build a more favorable
investment climate for the auto industry in the future. But the
real significance of what we have done does not 1lie in these
actione. They are the beginning, not the end of the process.
The yeal significance lies in the commitment that all of us have
made to work together to solve the auto industry's problems --
buasiness, labor and government workiny shoulder to shoulder to
build a better future for America's auto industry.

I have asked business and labor to join me in establishing
an Auts Industry Committee -- a cooperative partnership through
which we ¢an advance beth the interests of our Nation, and
the interests of business, labor and the consumer, It is my
belief that our meetings over the past two months will be the
beginning of a new era -- an era marked by cooperation, by
growth in production and employment, and by the reassertion of
the preeminence of the American automobile industry through the
sale of smaller, fuel-efficient and safe cars built in America.

For my part, I pledge the continued cooperation of my
Administration to achieve these goals. And I pledge my continued

personal involvement in helping to solve the problems of this
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critical industry. But these goals cannot be achieved by Govern-
ment alone. They will require substantial investments by industry
in the United States to produce smaller, more fuel-efficient
and safer cars, to employ American workers to manufacture these
cars and to produce cars at prices that the American consumer
can afford. And they will require joint efforts by labor and
management to maximize productivity, to ensure the production of
high quality products and to make the costgs ¢of production in
Ameyrica more competitive with costs overseas. In my meeting this
morning, the industry and labor leaders have assured me of
their commitment to these woals.

America's automobile industry has always had the ability
to rige to a challenge. BAmerica's workers have always had the
ability to produce more efficiently than their competitors. Today,
we face a challenge in the automoblle industry: a challenge . to
produce high-guality, fuel-efficient cars, and to produce them
quickly. I am confident that all of us, working together, can
meet that challenge. | |

That is8 why I come to Detfoit, filled not only with concern
about today's problems, but filled with hope and confidence about

the future. Thank you.
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MEMORANDUM FOR: THE PRESIDENT
FROM: HENRY OWEN ¥
BUBJECT: Auntomobiles and Japan

The Japanese Government made public today in Tokyo a statement
(Tab A), answering the question that you put to Okita at Venice:
Do plans exist to expand Japan'’s capacity for producing cars that
could be sold in the United States? The initial draft Japanese
statement was unsatisfactory; the present draft was worked out

by the Japanese in consultation with Bob Hormats (STR) and myself.
They were anxious to issue it before you arrived in Tokyo, to
avoid the impression that it had been issued as a result of US
pregsure.

A reference to this statement, and to the fact that it resulted
from your intervention at Venice, was put into the statement that
you will issue in Detroit.

The main peints in the Japanese statement are:

1, .Therce will be no significant expansion in Japanese auto
capacity over the next few years.

2. In the Japanese fiscal year 1980 (April 1, 1980 - March 31,
1881) total new investment will be about $3 billion. Abeut three-
quarters of this will go to retooling and other qualitative changes;
much of the remaining one-guarter will go to expanding capacity
for producing equipment for US car manufacturers. (FYI: If you
are asked, the remainder of this one-quarter of the $3 billion will
go to investment made necessary by structural changes in the
Japahese market.)

AT e S TR

Your Detroit statement also mentions that the Japanese will now
send two missions to the US: one to buy US spare parts for
Japanese automobile production, and one toc invest in spare parts
production in the US.

While in Tokyou, you might thank the Japanese for making the state-
ment about investment capacity, in answer to your Venice question.

% fe
If the opportunity occura;T;ia'might stress the importance of the
current negotiations for co-production between Chrysler and. Mitsubishi.
This could provide badly needed cash flow and business for Chrysler,
affecting a large number of US jobs.



Tab A

JAPANESE ANNOUNCEMENT ON AUTOMOBILE CAPACITY

The Mihistry of International Trade and Industry (MITI) has
Eeen informed by the Japancse auto industry that the industry plans
no significant capacity cxpansion over the next few years. Approxi-
mately $3 billion in new investment will be made during the 3a§anese
. fi#cél'?ear 1980 (April 1, 1986 - March 31, 1981), but three-quarters
of'éhis wil; be spent on such things as retooling of existing plants
to incorpofate model and engineering changes, such as front4wheel
ldrive, and installation of labor-saving machinéry; i.e., robots.
The remaining quartef will be apent in capacity expansion which
includes facilities for production-of enginés, transaxles, etc,, for

export, under contract, tc the US Big Three manufacturers.
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THE WHITE HOUSE

WASHINGTON

“July 14, 1980

MEMORANDUM FOR THE PRESIDENT

FROM : AL MCDONALD&}

Richard Queen has had a slight relapse in Wiesbaden, suffering
apparently from nausea and exhaustion. The medical team has
decided that they do not want to move him as planned this
Wednesday and are now tentatlvely thinking that he will be
returned to the United States on next Wednesday, July 23.

Their diagnosis appears well advanced and they are considering
an early medical bulletin, perhaps later today, confirming
that he has multiple sclerosis. The’ reactlons at State are

that this is very sad since apparently he is "really a
decent young man.'

cc: Jack Watson
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THE WHITE HOUSE

WASHINGTON /

July 9, 198¢C

Elactrostatic Copy Made

for Presowation Purpsses
MEMORANDUM FOR THE PRESIDENT

FROM: STU EIZEN STAT.\S’Z,LQ_

Attached is a draft lectter from you to ITC Chairman Alberger
formally reguesting that he cxpedite the lnvestigation on
automobile imports. The text of this letter has been cleared
with STR and DOT. h

We would like to have your approval of the text as soon as
possible, for once the letter is sent to Alberger he will
convane the ITC. He would like to do that on Friday, and
would therefore like to receive this letter tomorrow.

Bob Hormats of STR has recently talked with Alberger about

the expedited investigation, and Alberger's best Jjudgment

now is that with an expedited procedure the Commission will

make its findings in late-September with recommendations

of relief, if any, in mid-October. This would be about two months
ahead of the ITC's current schedule for acting on this
investigation. To make certain that this expedited schedule

is adopted, Alberger wants to convene the other Commissioners
this week, when the inpact of your announcement is still fresh;

If Susan can let me know of your approval, or your changes,
I will then make the necessary preparationg to get the letter

delivered tomorrow. .
- Ry

.67 4&222¢<J:Z: s

——————



DRAFT:7/9/80

To Chairman Alberger

You are now beginning an investigation under Section 201 of
the Trade Act of 1374 to determine whether domestic produéers
of passenger bars, lJight trucks, vans, and general utility
vehicleg are being seriously injured, or threatened with
serious injury, substanti%lly caused by increased imports. .
Given the widespread attention in this country to recent
developments in the automotive sector, this investigaﬁion'jg
(TA-201-44) has become a matter of great national and interna-
tional importance. T urge you to conduct your work as
expeditiously as is practicable (pursuant to Section 201

(d) (2)), so that all of those involved will not be burdened

for a period of 6 to 8 ﬁonths with the uncertainty such a

case creates. This case touches so many businesses, workers,
and consumers in this country that an investigation of normal
length could cause major uncertainties which could significéntlj
affect automobile trade and production. At the same time, of
course, it is critical that all parties have a full Opportunity:
to be heafd and to submit information and arguments that mﬁét

be considered in your deliberations.
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The Commission faces a challenging task and carries a great
responsibility in this investigation. I recognize that your
current workload is substantial, but I would deeply appreciate

your efforts to accelerate your schedule on this important

case.

My Administration stands ready to assist the Commisslon in

whatever manner you feel would be appropriate.

ol

-

%7 Lt

The Honorable Bill Alberger
Chairman

U.S. International Trade Commission
Suite 274

701 E Street, N.W.
Washington, D.C. 20436
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