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Caongress of the Enited Hiates
Fouse of Representatines

SHashington, B.E. 20515
August 15, 1991

President George Bush
White House
Washington, D.C. 20500

Dear Mr. President

As Members of the Wisconsin Congressional delegation, we are writing to
express our interest in the extension of the machine tool Voluntary Restraint
Agreements (VRAs) beyond their December 1991 expiration date.

Although the United States machine tool industry is small in terms of
dollar shipments, it is vital to our national defense. It’‘s also an
important element of our state’s economy. Our recent involvement in
Operation Desert Storm demonstrates the importance of a strong domestic
machine tool industry. Machine tools are needed to manufacture ships,
planes, tanks, transport vehicles and many other elements of America’s
defense industrial base.

As you are aware, the machine tool VRAs were negotiated with Japan and
Taiwan in 1987 at the direction of President Ronald Reagan, who recognized
that a dramatic rise in machine tool imports threatened the health of this
critical domestic industry and, therefore, undermined national security.

At that time, machine tool imports were at 50 percent of domestic
consumption. Today, the import level remains at roughly 50 percent (that
figure is much higher in some machine tool categories).

An extension of the VRAs appears necessary for America’s machine tool
industry to continue to rebuild after the devastation it suffered in the
early 1980‘s. It has made progress over the last five years, but we must
not make the mistake of assuming that the industry has achieved lasting
stability during such a short period. We urge you to keep our long term
national security requirements foremost in your mind as you consider

extending the machine tool VRA
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| Congress of the Enited SHtates
Waghington, BE 20515

July 10, 1991

The Honorable George Bush
President of the United States
The White House

1600 Pennsylvania Avenue
Washington, D.C. 20050

Dear Mr. President:

We write today to call your attention to the fact that the
Voluntary Restraint Agreement with Japan and Taiwan regarding
machine tools is due to expire at the end of the year. -

As recent events in the Persian Gulf have demonstrated, a
healthy defense industrial base is absolutely critical to
America’s capacity to defend its friends as well as its vital
interests around the world. We would note, Mr. President, that
the machine tool industry is at the heart of that defense
industrial base. Without machine tools America could not produce the
ships, planes, tanks and guns that are so necessary for our
military and industrial operations.

Mr. President, the machine tool VRA has succeeded in
stemming the erosion of this vital industrial sector during the
past four years. 1In the process, the VRA has allowed U.S.
companies the breathing space to reinvest profits and increase
new investment in the machine tool industry in this country. All
the more remarkable, this has been accomplished without raising
the price of machine tools to U.S. industrial customers.

Yet, while the VRA has been a success to date, it wculd be
dangerous to allow it to lapse at the end of 1991. The iow
prices and high investment levels that have increased quality
while keeping zosts to U.S. industry at a minimum have also meant
low prriit margins. Thig, in turn, has meant that while the
irdustry has held ite own and indeed reversed past erosion, it
has not yet built up the competitive edge it would need to meet
foreign (oftan subsidized) competition and satisfy defense
mobilization regquirements should the VRA be lifted.

aAs an example of the need to maintain and nurture in the U.S.
the basic critical technologies used by machine tools, The National
Critical Technologies panel’s Critical Technologies Report warns
of the danger of further erosion in all critical technologies

related to machine tools to Europe and Japan.




We, therefore, ask you to extend the machine tool VRA beyond
December 1991. Such an extension would provide the additional
breathing space necessary to complete the rebuilding of this
vital segment of our defense industrial base while guaranteeing
that our nation will have the capacity to respond to any
mobilization contingency. Thank you.

Sincerely,

THOMAS /SAWYER




Congress of the Cnited States

Bouse of Representatives
Sashington, ML 20515

June 19, 1991

The Honorable George W. Bush
President of the United States
The White House

Washington, D.C. 20500

Dear Mr. President:

As you are aware, Voluntary Restraint Agreements (VRAS)
pertaining to the machine tool industry expire on December 31,
1991. We request that you extend these important VRAs for two
Years with an option to renew the extension for an additional
three years.

There are more machine tool manufacturers in Michigan than
in any other state. Yet, employment in this industry dropped
from 10,500 in 1982 to 8,200 jobs in 1990. This is compared with
a national machine tool industry employment level of 77,600 jobs,
reduced to 66,600 by 1990. This is a concern that affects
Michigan and it is one that affects our national security
interests, as well. '

The VRAs with Japan and Taiwan went into effect in 1987
after machine tool imports had risen to a level that was
devastating the industry and threatening national security. At
that time, imports accounted for half of the machine tools
consumed in America. Since then, the United States machine tool
industry has used this breathing space the VRAs provided in an
attempt to rebuild and strengthen. Although some progress has
been realized, the industry is still not strong enough to assume
its vital role in maintaining our defense industry base. 1Imports
still amount to approximately 50 percent of domestic-.consumption,
indicating to us that the national security risk is no less
critical today than it was five years ago.

The machine tool VRAs must be extended to allow the industry
the additional time it needs to regain its health. Otherwise,
our future as a military and economic leader will be at risk.



The Honorable George W. Bush June 19, 1991
Page 2

Respectfully,

Member of Congresa
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Thank you, Mr. President, for addressing our concerns.
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CONGRESS OF THE UNITED STATES
HOUSE OF REPRESENTATIVES
WASHINGTON, D.C. 2051$

May 23, 1991

Dear Mr. President:

We are writing, as members of the Illinois
Congressional delegation, to voice our support for
the extension of the machine tool Voluntary Restraint
Agreements (VRAs) beyond their December 1991
expiration date. This is a national gsecurity
decision that merits your prompt congsideration.

America’s machine tool industry is vitally important
to our national defense. Machine tools are needed to
produce every ship, tank, plane, misgsile, and
transport vehicle used by our Armed Forces.. However,
during the early 1980‘s the industry experienced
alarming deterioration as imports climbed to 50
percent of domestic consumption. This period left
the United States with a defense industrial base
which was increasingly reliant on foreign sources for
critical machine tools and parts, prompting President
Reagan to negotiate VRAs with Japan and Taiwan on
certain machine tool imports. They went into effect
in 1987 and run through 1991.

Since then, the U.S. machine tool industry has made
progress. But progress should not be mistaken for
strength. American machine tocl manufacturers are a
long way from the thriving companies they must be to
ensure national security. Imports still account for
roughly half of all machine tools consumed in the
United Sstates.

The conflict in the Persian Gulf demonstrates what is
at stake if America is foreign-source dependent for
elements of our defense bases. Recant press reports
point to our troubling dependence on other nations
for critical parts and machinery during the Desert
Storm operation. According to the Washington Post,
"on nearly 30 occasions, the Bush adminigtration
needed help from foreign governments to get delivery
of crucial parts for the war effort...defense
contractors required semiconductors, video display
terminals and other computer equipment from Japan;
electronic compenents from Japan and France for
measuring and calibrating equipment made here; and
radio gear and avionics from Britain." Stories like
this and others have solidified our view that the
United States needs to maintain and strengthen a base

of critical technology.



President George Bush
May 23 1991
2age Two

The United States machine tool indust}y needs addifional time to
heal and to strengthen. We urge you §o extend the \machine tool
VRAS .

Sincerely yours,

. John Porter
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Congress of the Wnited States
Bouse of Representatibes
Riaghington, ME 20515

May 14, 1991

President George Bush

The White House

1600 Pennsylvania Avenue, NW
Washington, DC 20500

Dear Mr. President:

I am writing to reinforce the message already sent by my
Connecticut colleagues regarding the voluntary Restraint Agreement
with Japan and Taiwan.

Strong defense weaponry is an essential part of America’s
strength as a nation. In order to provide our country with this
forceful defense, we desperately need the machine tool industry.
It is important that this industry is preserved and reinforced.

VRA has aided the machine tLool industry by allowing them the
freedom to build up their business. Allowing the VRA agreement to
elapse in December 1991, would erradicate all the recent progress
made by this essential industry.

For the best interests of our machine tool manufacturers,
defense contractors, and ultimately our nation, I am asking you to
extend the VRA contract.

If you have any questions or comments regarding this issue,
please do not hesitate to contact my office at (202) 225-3822.
Thank you.

Best regards,

Gary A. Franks
Member of Congress

GAF :khp



Congregs of the Tnited States
Fashington, BL 20513

May 14, 1991

President George Bush
The White House

1600 Pennsylvania Avenue
Washington D.C. 20500

Dear President Bush:

As members of the Massachusetts Congressional Delegation, we are
writing to express our unequivocal support for the continuation of
the machine tool industry Voluntary Restraint Agreements. These
agreements, negotiated by the Reagan Administration in 1987, are due
to expire on December 31, 1991.

As you know, a strong and viable domestic machine tool industry is
essential for national security. During the 1980s, our dependence on
imported machine tools increased dramatically, crippling our domestic
industry and severely decreasing our ability to produce the tools
that America needs to produce ships, planes, heavy vehicles and
numerous other elements of our defense system. Currently, imports
account for a full 50 percent of domestic machine tool consumption.

We are sensitive to the impact the import restraints can have on the
precarious balances that form the international economy. We, feel,
however, that considering the relatively small size of the industry
(approximately .08% of the GNP), its extreme importance to our
national security, and the benefits the foreign competition derives
from direct government subsidies, that the Voluntary Restraint
Agreements should be renewed.

Having studied this matter, wa urge you to conaider the consegquences
of allowing this vital industry to wither. Under the initial VRAs,
the American machine tool industry recuperated some of its vitality.
With the aid of this renewal it can gain prominence in the world
warketplace and ensure our ability to domestically determine the
structure of America’s industrial base.

It is our sincere hope that the Administration will again invoke the
authority accorded it under U.S.C. 1862 and renew the Voluntary

Restraint Agreements.



President George Bush
May 14, 1991
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CHESTER ATKINS
Member of Congress

JOHN JOSEPH MOAKLEY

r of Congress

BRIAN DONNELLY
Menmber of cCongress
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MeXber of Congres

Member of Congress
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Member of Congress
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RICHARD NEAL .
Member of Congres




Congress of the Enited States
Sashington, BEC 20515

May 13, 1991

‘The . Honorable ‘George Bush- =~ . .
Presiderit of the United States.
The White House . :

1600 Pennsylvania Avenue
Washington, .-D.C. 20050 .

‘Dear Mr. President: - |
We write today to call your -attention to the fact that the

-Voluntary Restraint Agreement with Japan and ‘Taiwan regarding
nachine-too;z'is due to expire at the end of the year.

' As -recent events in the Persian Gulf have amply demonstrated,
- & ‘healthy defense industrial base is absolutely critical to
' -America‘'s capacity to defend its.friends as well as its vital :
interests around the world. We would note, Mr. President, that the
machine tool industry is at the heart of that defense industrial
base:. Without machine tools we could not produce the ships,
-planes, tanks and guns that .are.so necessary for our military.

- Mr, Pregident, the.machine tool VRA has succeeded in stemming
the erosion of this vital industrial sector during the past four

years. -In tlie process, the VRA has allowed U.S. companies the

breathing ‘space to reinvest profits.and increase new investment in

the machine tool industry in this country. All the more

. .remarkable, this has been accomplished without raising the price of

machine tools to-U.S. industrial customers.

. Yet, while the VRA has been a success to date, it would be
dangerous to allow it ‘to lapse at ‘the end of 1991. The low prices
'and high investment levels thdt have increased quality while
kxeeping costs to U.S. industry at a:minimum have also meant low
profit margins. This, im turn, has meant that while the industry
has held its own and indeed reversed past erosion, it has not yet
built up the competitive.edge it would need to meet foreign (often
subsidized) competition and satisfy defense mobilization
requirements should the VRA be lifted.

We therefore ask you to extend the machine tool VRA beyond
December 1991. Such an extension. would provide the additional
breathing space necessary to complete the rebuilding of this vital
‘segment of our defense industrial base while guaranteeing that our



nation will have the capacity to respond to any mobilization
contingency. Thank you.

Sincerely,




BARBARA B. KENNELLY
167 DISTRICT, CONNECTICUT
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April 11, 1991

The Honorable George Bush .
‘President of the United States
The White House

1600 Pennsylvania Avenue
Washington, D.C. 20050

Dear Mr. President:

- We write today to:call your attention to the fact that the
‘Voluntary Restraint Agreement with Japan.and Taiwan regarding
" machine.tools is due to expire at the-end of the year..

: - AS recent events in the Persian Gulf have amply -demonstrated,
. a healthy.defense industrial base is. absolutely critical to
America“s-capacity to defend its friends as 'well as its vital

. interests. around the world. We would .note,: Mr, President, that .the.
machine tool .industry.is at. the .heart .of that defense industrial
‘base. . Without machine tools we could. not produce the ships,
‘planes, tanks and guns ‘that are.so.necessary for our military.

Mr. President, the machine tool.VRA has .succeeded in stemming
the erosion of this vital industrial sector during the past four.
vears. :In the process, the VRA has allowed U.S. companies the
breathing space .to reinvest. profits-and increase new. investment in
the machine tool industry in this country.  All the more '
remarkable; this has been accompllished without raising the price of

machine tools to U.S. industrial customers.

Yet, while the VRA has been a success to date, it would be
‘dangerous to allow it to lapse at the end.of 1991. The low prices
and high investment levels that have increased quality while
keeping costs to U.S. industry at a minimum have also meant low
profit margins. This, in turn, has meant that while the industry
has held its own and indeed reversed past erosion, it has not yet
built up the competitive edge it would need to meet fgreign (often
subsidized) competition and satisfy defense mobilization
requirements should the VRA be lifted.

We therefore ask you to extend the machine tocl VRA beyond
December 1991. Such an extension would provide the additional
necessary to complete the rebuilding of this vital

breathing space L
segment of our defense {ndustrial base while guaranteeing that our
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nation will have the capacity to respond to any mobilization
contingency. Thank you.

;arbara ‘B. Eé;nellg, M.C. 5

arold E. Fofd M.Cs

Sincerely,

ﬁ -

ns’ .M'c.

Frank J. Gyerini, M.C.
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WAnited States Senate

WASHINGTON, DC 20510

2April 8, 1991

The Honorable George Bush
President of the United States
The White House -

Washington, D.C. 20500

Dear Mr. President:

We are writing to call your attention to the fact that the
Voluntary Restraint Arrangement with Japan and Taiwan regarding
machine tools is due to expire at the end of this year.

As recent events in the Persian Gulf have amply demonstrated, a
healthy defense industrial base is absolutely critical to
America‘e capacity to defend its friends as well as its vital
interests around the world. We would note, Mr. President, that
the machine tool industry is at the heart of that defense
industrial base. Without machine tools, we could not produce
the shipe, planes, tanks and gunes thet are the core of our
ability to project force to meet aggression.

Mr, President, the machine tool VRA has succeeded in stemming
the erosion of this wvital industrial sector during the past
four years. 1In the process, the VRA has allowed U.S. companies
the breathing space to reinvest profits and increase new :
investment in the machine tool industry in this country. All
the more remarkable, this has been accomplished without raising
the price of machine tools to U.S. industrial customers.

Yet, while the VRA has been a succesg to date, it would be
dangerous to allow it to lapse at the end of 1991. The low
prices and high investment levels that have increased quality,
while keeping the cost to U.S. industry at a minimum, have 1lso
meant low profit margins. This, in turn, has meant that while
the indvil.y uas held its own and reversed past erosion, it has
not vst built up the competitive edge it would need to meet
f.zeign (often subsidized) competition and satisfy defense
mobilization requirements when the VRA is lifted.

We are asking you, therefore, to comnsider an extension of the .
machine tool VRA beyond December, 1991. Such an extension
would provide the additional breathing space necessary to
complete the rebuilding of this vital segment of our defense
industrial base while guaranteeing that our nation will have
the capacity to respond to any mobilization contingency it may

face during the coming years. .
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We would be interested in your views on this vital issue and
look forward to your reply.

Sincerely,

Bob Kasten Paul S. Sarbanes
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Financial Times, September 17, 1991

US machine-tool \

makers seek to
keep import curb

By Nancy Dunne in Washington

THE Bush administration has
begun considering a request by
American machine-tool makers
for continuation of controls on
imports from Japan and
Taiwan on grounds of national
security.

The US industry will have
had five years of “temporary”
protection by the end of 1991
under “Voluntary Restraint
Agreements” (VRAs) reached
with Japan and Taiwan. The
industry is still contending
that it needs limits on imports
and that its protection is vital
to the US national security.

The Association for Manu-
facturing Technology
(NMTBA) has taken its case to
both Capitol Hill and the Bush
administration. About 100
congressmen - including 14
members of the key ways and
means committee — and more
than 20 senators have
responded by urging President
Bush to extend the VRAs for
three to five years.

The lobbying effort can be
seen as a test case of the
administration’s view on the
need to protect companies
which once could claim their
survive' was vital to US
defence.

In the past decade few indus-
tries have won that argument,
and that was before the end of

the Cold War. In Congress,
however, sentiment has been
building for the need to
broaden the definition of
“national security” to
“national economic security”.
This would lay the foundation
for protection of industries
deemed vital to American man-
ufacturing capacity.

The Bush administration has
rejected this view; but next
year is a presidential election,
and industry groups could find
they have increased clout.

The machine-tool industry
has been having a slow year,
but much of that could be attri-
buted to the recession. Orders
for the first seven months were
$1.4bn (£820m), down 18 per
cent from last year.

However, they rose 8.8 per
cent in July, giving some indi-
cation of a pick-up in the econ-
omy. Imports have climbed 7
per cent this year, after falling
slightly to $2.3bn for 1990.

The current VRAs limit the
Japanese and Taiwanese
shares of the US market in
machinirg centres, lathes, mill-
ing inachines and punching
and shearing machines. These
products represent more than
40 per cent of the US market.
The controls have allowed US
producers to recapture some of
the market.
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WORLD TRADE NEWS

MILITARY-RELATED TECHNOLOGY

Japan reviews its
feedback to US

By Robert Thomson in Tokyo

THE Japanese government is
reviewing the flow of informa-
tion back to the US on develop-
ments in military-related US
technology.

The technology is improved
by Japanese corporations,
working under licence. Japan
is sensitive to US Congress
criticism that the US military
has become over-reliant on for-
eign suppliers for high technol-
ogy, and that some of these
suppliers were slow to respond
to US needs during the Gulf
war.

Senior Japanese Defence
Agency officials indicated yes-
terday that they would use a
regular bilateral meeting later
this month to emphasise that
Japanese companies are will-
ing to transfer information on
refinements mede to US tech-
nology.

‘The two countries have an
agreement for joint develop-

ment in five military-related
areas, including ceramic
engines and rocket technology,
while Japanese companies
have various other research
projects designed to upgrade
US aircraft and missile tech-
nology.

Defence Agency officials
expect the US will raise the
unauthorised exports to Iran of
missile parts and aircraft elec-
tronics by one Japanese com-
pany. These exports were used
to upgrade US-made technol-
ogy used by the Iranian mili-
tary.

“We realise that the US has
some concerns about technol-
ogy development and we will
do our best to make sure they
have access to the latest tech-
nology. We are aware Lhey
want more information about
advancements by Japanese
companies,” a Defence Agency
official said.




HILLS, KATZ STRESS TRADE FACTORS IN EVALUATING MACHINE TOOL VRA EXT ENSION

High-level U.S. trade officials earlier this month told Sen. Richard Lugar (R-IN) that their review of a
request for extending the machine tool export restraint agreements with Japan and Taiwan will focus on
the current VRAs’ impact on industry imports, exports, profits and investment. In addition, the Office of
the U.S. Trade Representative (USTR) will consider how the voluntary export restraint program has
affected the competitiveness of the machine tool industry, according to letters from U.S. Trade
Representative Carla Hills and Deputy USTR Jules Katz.

Neither letter mentions that the USTR review will consider the ability of the machine tool industry to
supply the needs of the defense industrial base. In contrast, the Commerce Dept. has pushed, at industry’s
behest, to have its request for an extension treated as a national security matter. That may make it easier
to get Administration approval for the extension than if the extension request is treated solely as a trade
1ssue, according to informed sources (Inside U.S. Trade, Aug. 16, p 18). A decision on how to handle the

VRA request is expected in early September.

Hills and Katz were responding to requests made by Lugar that the Administration’s review consider
the opposition of Hurco Companies Inc., an Indiana machine tool producer that has argued the VRAs hurt
!hc cqmpetitiveness of the domestic industry (Inside U.S. Trade, May 31, p 10). Lugar initially raised the
1ssue in a letter to President Bush (/nside U.S. Trade, July 5, p 3). The Katz and Hills letters were sent

separately, but are almost identical in wording.

Hills Letter on Machine Tool Restraints

August 16, 1991

The Honorable Richard G. Lugar
United States Senate
Washington, D.C. 20510

Dear Senator Lugar:

Thank you for your letter of August 1, concerning the
Voluntary Restraint Agreements (VRASs) on machine tools.

1 appreciate your sending me a copy of your letter to the
President and the additional comments on the international
competitiveness of Hurco Companies, Inc., and your readiness
to arrange any meeting with executives from Hurco.

Since the VRA program, which was established in 1986 to
facilitate the revitalization of the U.S. machine tool industry, is

scheduled to expire at the end of the year, we are now in the
process of reviewing the results of the program. We will be
examining the trends in imports and exports, the impact on
profits and investment, and the resultant competitiveness of the
domestic industry. In that context, I as well as member of my
staff have had several meetings with Hurco executives. We very
much appreciate their efforts to provide us with information on
this important matter.

Throughout our deliberations, we will consult with you,
other members of the Senate and the House, as well as represen-
tatives of the U.S. industry.

Sincerely,

Carla A. Hills

U.S. MOVES TOWARD GATT PANEL ON AIRBUS . . . begins page one

complaint because it was decided that EC hints of increased flexibility in resolving the issue through
negotiation -- made at a meeting in Brussels in early August -- were not sufficiently credible (/nside U.S.

Trade, Aug. 3 p 5).

It remains unclear how the EC will respond to the U.S. decision to move ahead. It has argued
strenuously at the GATT that any movement to arbitrate the dispute would more appropriately come under
the GATT aircraft code, which it proposed to renegotiate regarding subsidies, rather than under the

suusidies eode (Inside U.S. Trade, June 7 p 2).

At issue are billions of dollars of subsidies provided by the governments of Germany, France, Great
Britain and Spain to their Airbus affiliates. Lengthy negotiations aimed at trimming those subsidies broke
down earlier this year, leading the U.S. to request a dispute settlement panel in March on a specific
program of German government exchange-rate subsidies extended to the private company that bought the'
parent company of German Airbus from the government. The U.S. subsequently filed the broader complaint

under the subsidies code.
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;?.conomu & Social Policy Council (CONPES), the decision derives from an "unprecedented accumulation of
international reserves” caused by expanded non-traditional exports and a “massive” repatriation of capital.
Firms appear to be postponing import decisions until the announced tariff reductions were to take place,
tnxf:1 their reticence to import threatens to choke off the country’s economic opening, the announcement
said.

The new tariff reductions will reduce Colombia’s average tariff level from 24.7% to 14.8%, and its
effective prowction level from 44% 1o 24.8%. Only four tariff levels remain under the new regime: inputs,
raw materials, intermediate and capital goods not produced domestically, and goods vulnerable top
conu'aban(.i can enter duty-free. The second and third tariff level of 5% or 10% duties are for domestically
produced inputs, raw materials and intermediate and capital goods; and 15% duties on consumer goods,
according to CONPES.

In addition, the CIF surcharge on imports was lowered from 10% to 8%, but the old tariff levels
remain in effect for agricultural products subject to a "tariff band," the statement said.

OFFICIALS STRESS THAT CHINESE CUTS IN BARRIERS BRING IT CLOSE TO GATT RULES

. Administration officials have signaled to the People’s Republic of China (PRC) that any efforts to cut
its market access barriers in response to U.S. demands made in bilateral negotiations will move the country
clogcr to having trade rules that are compatible with the General Agreement on Tariffs & Trade (GATT),
whgch it wants to enter quickly. However, the Administration is pursuing the market access talks as a
"primary interest” and does not link them to the PRC’s proposed entry into GATT, according to informed
sources.

.Thc bilateral market access talks bear on the "nature and scope” of the commitments that would be
required of the PRC in a multilateral setting as it sought to make its trade regime compatible with GATT,
a senior trade official told reporters on Aug. 23. The PRC is aware that the compatibility of its trade
rules with the GATT is "profoundly affected” by the degree that imported products can enter that market
under fair and transparent rules, he said. Another Administration official emphasized that it will be easies
for the PRC to move into GATT once that issue is being actively discussed if the country is "cooperative
and forthcoming” in the current market access talks. Those talks ended without specific commitments on
Aug. 23 after a four-day session, and the Administration has set a Sept. 30 deadline for a substantive
PRC response to its demands (see related story).

Following the Aug. 20-23 talks on market access and intellectual property protection, the PRC
delegation led by the vice minister for foreign economic affairs discussed the PRC’s entry into the GATT
with Assistant U.S. Trade Representative for GATT Affairs Douglas Newkirk. The Chinese officials made it
clear that the PRC wants its GATT application to move ahead as quickly as possible, and reiterated the
position that Taiwan should only become a member under the sponsorship of the PRC as its customs
territory, according to U.S. government sources. The U.S. acknowledged that this is the PRC's
interpretation of GATT rules, but pointe " out that other contracting parties read them to allow the entry
of Taiwan under different conditions said.

The U.S. also made it clear th PRC could contribute to speeding up the process by formally

answering a series of questions th :nistration has posed to it through the GATT working party
considering China’s application, imirvstration official said. The PRC verbally answered these questions
about its economic reforms, bt 1 t0 ¢ O SO in writing, he said.

The U.S. will begin exr' .ae prajmects for setting up a GATT working party on the accession of
Taiwan by determining if ouic. members consider such a move "appropriate,” the official said. The issue,
which will be handled "very carefully,” has not yet been discussed with trading parmers, so the
Administration must gather information to find out where things stand, he said.

GATT rules hold open two ways for Taiwan to ente. the GATT -- either under Article 26 or under
Article 33, sources said. The PRC insists that it must take place under Article 26, section 5(c), which
stipulates that a customs territory that possesses or acquires "full autonomy in the conduct of its external
commercial relations” can enter the GATT upon sponsorship of a contracting party that already applied the
international rules to that territory. That case applied to Hong Kong, which entered GATT under the
sponsorship of Great Britain, which had applied international trading rules to Hong Kong before it gained
full autonomy over its commercial affairs. Insisting that Taiwan apply to the GATT under Article 26 is
consistent with the United Nations definition of its legal status, according to an informed international
source. However, there is a likely alternative under Article 33, which allows a non-member government or
the government of an autonomous customs territory to apply on its own behalf on terms that are
negotiated between itself and other GATT members. Under that article, decisions on applications must have
a two-thirds majority to be successful.
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US machine tool companies
warn on foreign competition

By Nancy Dunne in Washington

FOREIGN machine tool
makers are likely to reassert
their domination of the US
market, if the Bush Adminis-
tration fails to renew the five-
year “voluntary restraint
agreements” (VRAs) limiting
imports from Japan  and

an.

This is the conclusion of
both the domestic industry,
which is seeking a three-year
renewal of the VRA's — due to
expire on December 31 — as
well as a new in-depth research
paper issued by the i
Competitiveness.

The Council, a private organ-
isation which is based in Wash-
ington, says the US industry
could use the domestic market
as a basis for regaining leader-
ship in critical technologies
but it continues to be plagued
by anti-competitive govern-
mrent policies and by structural

ems.

Machine tool makers were
granted protection by the Rea-
gan Administration on grounds
that their survival was vital
for US national security. With
the end of the Cold War, that
argument hes lost some of its
puiency.

Furthermore, according to
the Council paper, domestic
machine tool users must have
the latest equipment or they,
too, will fall badly behind their
foreign competitors.

The Association for Manu-
facturing Technology, which
represents the machine tool
makers, argues that the five
years of restraints have
allowed for new investment,
increased competitiveness and
record exports last year.

The Council paper, however,
suggests that industry still suf-
fers from the weaknesses hurt-

The US industry has had
help from the federal
government from tontracts
and “Buy America”
procurement requirements
but this pales in
comparison with assistance
given to their European
and Japanese competitors
— US Council on
Competiti¥eness report.

ing other US sectors: US export
control policy, tax laws and the
product liability system.

The industry i composed of

about 500 small companies °

(sales average about $7m and
median employment is about
60 per firm), which have diffi-
culty keeping up with the tech-
nical needs of the large manu-
facturing companies they
serve.

The market fluctuations
they encounter discourage
investment in R&D and the

rapid diffusion of new technol-
ogy, the report says.

“During the past two
decades, investment in R&D
has averaged less than 2% of
sales.”

Machine tool development is
growirnig ever more expensive
and complex. The scope and
expense of the efforts precludes
“all but the top few-machine
tool builders from undertaking
the necessary effort,” the
report says. -

“For ‘the typical -machine
tool builder with annual sales
of about $7m, mounting even a
small research and -develop-
ment effort is prohibitive.”

The US industry has had
assistance from  the federal
government in the form of con-
tracts and “Buy America” pro-
curement requirements for the
Pentagon.

There are also some small
programmes to boost R&D but
these pale in comparison to the
assistance provided their Euro-
pean and Japanese--competi-
tors, says to the report.

For example, Tokyo, after
providing ‘between $500m and
$1bn in direct domestic indus-
try supports, has iow taken a
the role in the development of
intelligent manufacturing
systems.

It is committed to underwrit-
ing $400m of the $1bn 10 year
R&D effort.
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US Administration Weighs Extension
Of Machine Tool Import Restraints

By RICHARD LAWRENCE
Journal of Commerce Stafi
WASHINGTON — Tte Bush ad-
ministration is considering an exten-
sion of controls on Japanese and
Talwanese machire tool exports to
the United States

Pressing for the extension is
NMTBA-The Association for Manu-
facturing Technology, which repre-
sents the domestic machine tool in-
dustry.

The group has mustered increas-
ing congressiona! support for an ex-
tension. About 75 House members,
including 14 members of the House
Ways and Means Committee, and
two dozen senators have urged Pres-
ident Bush to maintain the controls.

The industry seeks a three-year
extension, with za option of two ad-
ditional years of controls.

Due to expire Dec. 31, the con-
trols limit Japanese and Taiwanese
shares of the U.S. market in machin-
ing centers, lathes, milling machines
and punching anéd shearing ma-
chines. Combined, ihese products
represent over 40% of the $4.8 bil-

lion-a-year U.S. machine tool mar-
ket.

Since the controls took force in
1987, domestic producers have re-
captured some of the market. Last
year, for example, they accounted
for 49% of machining center sales,
compared with 35% in 1988.

The controls were put in place at
the behest of the Reagan adminis-
tration, which sought to prop up do-
mestic producers for national secu-
rity reasons.

NMTBA s suggesting no changes
to the existing controls except for a
new provision to encourage foreign-
owned machine tool makers in the
United States to use more American
design and engineering talent.

Since 1988, foreign companies —
especially Japanese — have stepped
up their U.S. machine tool plant in-
vestment, which, said James Mack,
an NMTBA vice president, is wel-
come. It helps build the nation’s ma-
chine tool base and thereby bolsters

the nation’s security, he said.

Arguing for the extension of con-
trols, NMTBA said U.S. machine tool
producers “have responded admira-

bly to the five-year breathing space”
provided by the controls.

Machine tool productivity, it re-
ports, has risen in recent years at a
rate much higher than the US. in-
dustrial average, thanks largely to
new investment. US. machine tool
makers, it said, have “bet the farm
— invested far more than tradition-
al caution would dictate.”

But, the association warns, US.
producers remain “vulnerable” to “a
new wave of Asian imports” if the
export restraints expire. It cites
still-precarious balance sheets of
USS. producers of the machine tools
under control.

An association report shows that
last year their median pretax in-
come was 22% — less than half of
the US. manufacturing average but
still better than 0.1% return four
years earlier.

Meanwhile, the US. industry a
pears to be becoming more world
competitive. Its total exports last
year hit a record $1.08 billion, up
12% from a year earlier, though the
industry’s trade deficit still topped
$1 billion.

So far this year, total industry
orders are sharply lower than a year
ago. However, NMTBA points to ris-
ing USS. industrial output and “lean
inventories,” which, it said, “should
lead to increased investment in cap-
ital goods.”

Still, the association warns, if
machine tool imports rise much be-
yond current levels, American in-
dustry will be forced to depend on
foreign technology.

In its study, the Bush administra-
tion is expected to weigh, among
other things, how the apparent end
of the Cold War affects national se-
curity requirements.’

The machine tool question, noted
J. Michael Farren, undersecretary
of commerce for international trade,
is no ordinary trade policy case. It's
a national security matter.

If the administration opts for
continued controls, it is likely to find
resistance from Japanese and Tai-
wanese machine tool makers. Tai-
wan producers resent other coun-
tries’ alleged exploitation of the
controls to increase their U.S. sales.
Japan's exports to the United States
last year fell by 20%.
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Bentsen: Japanese
May Withhold

Key Technology

By Evelyn Richards
Washmgton Post Staff Wrter

Sen. Lloyd Bentsen (D-Tex.) charged yes-
terday that some Japanese companies may
be withholding their latest technology for
making computer chips from U.S. customers
in order to favor Japanese buyers.

Bentsen, who made the chim during a
news conference at the industry-government
research consortium Sematech in Austin,
Tex., said he has asked the General Account-
ing Office to investigate. He chairs the Sen-
ate Finance Committee and a key subcom-
mittee of the Joint Economic Committee.

Sematech named seven Japanese firms
that it claims are delaying—or denying—
sales to U.S. customers of the most ad-
vanced models of semiconductor manufac-
turing <quipment. The firmas wciude Nikon
Corp., Canon Inc. and Tokyo Electron Ltd.

U.S. makers of semiconductors, the tiny
circuits at the heart of all electronic equip-
ment, are almost completely dependent on
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Japanese firms for certain types of sophisti-
cated equipment.

Neither Bentsen nor Sematech would dis-
close the names of any U.S. firms allegedly
slighted by the Japanese suppliers. David
Huchital, senior vice president of Nikon Pre-
cision Inc., the Japanese firm’s U.S. semicon-
ductor equipment arm, denied that Nikon fa-
vors Japanese buyers of its $1.5 million
“steppers,” which are used to imprint circuit
patterns onto silicon wafers.

Sematech officials allege that Nikon had
refused to sell one particular stepper model
in the United States. Huchital said the ma-
chine was offered to at least eight U.S. firms
in 1986, but few expressed any interest.
Most models are available in America within
months after being introduced in Japan, he
said.

U.S. allegations of unfair sales practices
have surfaced in other businesses that have
become increasingly dependent on Japanese
suppliers. In 1988, when certain semicon-
ductor chips were in short supply, industry
sources said that U.S. firms were being
forced to buy a wide array of products from
Japanese suppliers to get the ones they real-
ly wanted. Mo such cases were publicly con-
firmed.

More recently, a struggling Silicon Valley
portable computer maker, Dynabook Tech-'
nologies Corp., alleged in a lawsuit that Sei-
ko Epson refused to sell Dynabook its most
advanced display screen.
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U.S. Relied on Foreign-Made Parts for Weapons

By Stuart Auerbach

Wasrington Post Staff Writer

When al.ied officers urgently
needed spec al battery packs to pow-
er their cor mand and contral com-
puters durirg the Persian Gulf con-
flict, the U.S. government had to
send to Paris and Tokyo to get
them.

Similarly, when Teledyne Corp.
needed transistors to meet a rush
order for onc of the most critical
items in Operation Desert Storm—

the transponder that beams elec-
tronic signals so allied aircraft could
tell friend from foe—French diplo-
mats cooperated to get speedy deliv-
ery.

And when American manufactur-
ers ran short of critical parts for vid-
eo display terminals needed to ana-
lyze real-time intelligence data from
reconnaissance planes, the U.S. gov-
ernment went to the Japanese
Embassy here for help.

With the globalization of high-
technology industries, U.S. troops in

combat in the Persian Gulf found
themselves dependent for the first
time on foreign countries for the tiny
semiconductor chips, transistors and
other electronic parts essential to
their advanced weapons.

The weapons are manufactured in
the United States, but frequently
they rely on foreign-made parts.
Deep stockpiles of foreign compo-
nents, such as the semiconductors in
the computer that aims and fires the
main gun of the Army’s Abrams
tank, are not maintained in the U.S.

arsenal. There are simply too many
parts to do that. Increasing inventg
ries would add to the defense budget
at a time of heavy pressure to re-
duce spending.

While the issue of the Pentagon’s
dependence on foreign suppliers was
debated before the gulf war, it came
into sharp focus during the conflict
when the Bush administration had to
seek help from foreign governments
in several cases to get parts needed
by American manufacturers.

See SUPPLIES, A17, Col 1
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Foreign manufacturers often
were rejuctant to put the Pentagon's
purchase orders ahead of their regu-
lar customers’ without prompting
from their governments, according
to officials at embassies here and at
the Commerce Department. But
there was no case of a foreign manu-
facturer refusing to supply parts for
political reasons, officials said.

On nearly 30 occasions, the Bush
administration needed help from for-
eign governments to get delivery of
crucial parts for the war effort.

Despite full cooperation from for-
eign governments, administration
officials said the degree of foreign
reliance complicated the smooth
flow of supplies and renewed fears
that U.S. military readiness may be
compromised by shortages in this
area.

These fears were expressed most
vividly in a 1988 report by the De-
fense Science Board, a top Pentagon
advisory panel, which found the us.

echoed last May by Congress's Of-
fice of Technology Assessment and
in January by the General Account-
ing Office, the watchdog agency of
Congress.

“If the foreign governments were
neutral or were not disposed to help
us out, we could have run into some
real problems,” a senior administra-
tion official said. “We were sweating
bullets over it and the military was
sweating bullets, too.”

His view was repeated by former
Commerce Department trade official
Clyde Prestowitz, who was a mem-
ber of the Defense Science Board
and now runs a Washington think
tank, the Economic Strategy Insti-
‘tute.

“I think we are much more vulner-
-able than we understand,” Prestow-
itz said. “In this case the allies wese
supportive. But you can sce the po-
tenualfordamagewbutheymnot
supportive.”

Former deputy ulldersscretary of
defense Stephen D. Briren said when
the federal government seeks the
help of foreign governments to get
rush orders of electronic supphes,
the United States reveals weakness-
es in its defense production “to out-
siders who may not share our secun-
ty concerns.”

An official of the Japanese Embas-
sy here noted that the cooperation
his government provided the U.S.
military in weapons procurement
runs contrary to the strong strain of
pacifism in Japanese society.

Despite what the Japanese diplo-
mat described as a gray area regard-
ing Japanese laws against exporting
weapons, he said his country’s help
“verified that we are a very reliable
source” for the U.S. defense indus-
try.

Foreign Ministry spokesman
Taizo Watanabe said there remains
“a strong abhorrence” in Japanese
public opinion against exporting
arms.

But he added during an interview
here with reporters and editors of
The Washington Post that opposi-
tion lessens when Japanese are told
the parts are for general civilian use
as well and it is Americans, not Japa-
nese, who put them in weapons sys-
tems. Even with that explanation,
Watanabe acknowiedged, the sale of
Japanese parts for U.S. weapons

“stil meets some psychological re-
sistence.”

The Defense Science Board re-
port listed four tactical missiles that
were used in Operation Desert
Storm as the “most visible exam-
ples” of sophisticated weapons that
depend on foreign-made parts.
These include air-to-air Sparrow and
Sidewinder missiles used in aenal

ground-based TOW anti-
tank missiles and air-to-ground

“It is these ‘consumables’ which
would be in greatest demand in a
conventional war, and are most at
risk, because of the dependence on
foreign sources,” the Defense Sci-
ence Board report said, although
there were no indications that any of
the special orders involved those

issil

The guidance system of the Spar-
row, for instance, contains circuits
from Japan, a critical semiconductor
from Thailand and other parts from
Germany.

Commerce Undersecretary Den-
me Kloske, who was in charge of
making sure American industry was

mobilized to supply the fighting
forces in the Persian Gulf, said “one
area of U.S. vulnerability” comes
from the U.S. electronics industry,
which has trouble gearing up to
meet the increased needs of a mili-
tary at war because so many of the
vital components for computers and
other products come from overseas
suppliers.

For example, he said, for the Per-
sian Gulf War, defense contractors
required semiconductors, video dis-
play terminals ai:d other computer
equipment from Japan; electronic
components from Japan and France
for measuring and calibrating equip-
ment made here; and radio gear and
avionics from Britain.

“What this poiats out is the U.S.
defense mobilization base has be-
come giobal,” said Kloske, who-as a
Defense Department aide from
1987 to 1989 drew up the defense

He said this requires greater
stockpiling, especially of critical
electronic components that only are
available from foreign suppliers.

But former commerce underse-

cretary Lionel Olmer, who was a
member of the Defense Science
Board, said its studies showed De-
fense Department procurement offi-
cals often had little idea what parts
in U.S. weapons came -from over-
seas. Such parts most often were
small but critical components that
were bought by the contractors and
subcontractors. The GAO study sec-
onded that view.

Further, Olmer said, it would be
too expensive to begin stockpiling all
the foreign-made parts used in
weapons systems.

Drawing on his Pentagon experi-

erally opposes stockpiling parts and
ammunition, preferring to use its
money to buy weapons systems.
But Jerry Sullivan, a former depu-
ty undersecretary of defense who
now acts as a consultant and teaches
at the University of Maryiand, said a
Pentagon study showed the value of
foreign-made components in U.S.
missile systems is small enough that
the Pentagon could stockpile the
parts if it were deemed worthwhile.
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EMBASSY OF JAPAN

o WASH
//K/% SHINGTON

December 16, 1986

Excellency, .

I have the honor to refer to the recent discussions -
held between the representatives of the Government of Japan
and the Government of the United States of America e
concerning trade in certain machine tools between Japan and
the United States of America and to confirm, on behalf of

the Government of Japan, the understanding reached between

~the two Governments that, with a view to revitalizing the

machine tool industry in the United States of America, the

I d“"”?“Government of Japan will implement the measures provided for

~1in the Arrangement attached hereto (hereinafter called "the

‘ Arrangement") in accordance with its laws and regulations.

I have further the honor to request you to confirm on
behalf of the Government of the United States of America '
that it will implement its measures provided for in the

Arrangemen: in accordance with its laws and regulations and

The Honorable Malcolm Baldrige
Secretary of Commerce _
Washington, D.C. 20230 B



- _’ to confirm that the present Note and your reply shall be
regarded as constituting an agreement between the two '
Governments. B . " .

I avail myseif of this opportunity to renew to you,

Excellency, the assurances of my highest consideration.

e, 218 In 5 4 j' el ’Nobuo Matsu;:éga o '
A --Ambassador thraordinary and
. Plenipotentiary of Japan to

+ the United States of America




ARRANGEMENT
Between the Government of Japan

‘and the Government of the United States of America
Concerning Trade in Certain Machine Tools

Recognizing the unique difficulties faced by the
machine tool industry in the United States of America;

'Recognizing the efforts of the Government of the United
States of America to revitalize the ‘machine tool industry in
the United States of America based on the Action Plan,

Recognizing that the Government of Japan, upon request

_ by the Government of the Unlted States of Amer;ca, responded

in good faith to cooperate with the Government of the United
States of Amerlca in this regard,

And recognizing, therefore, the importance of stability
in trade for a certain period of time in certain machine
tool products between Japan and the Unrted States of .
Amerlca, ‘

The Government of Japan and the Government of tne
United States of “merica have reached the foliowing
agreement regarding restraints by the Government of Japan of

exports of certain machine tools.

1. . Objective

The objective of this Arrangement is to create a period

of stability of trade in certain categories of machine tools



= between Japan and the United States of America in order to

revitalize the U. s. machine tool industry to maintain '

sufficient capacity in the United States of America for the

production of certain machine tools required for the vital

interests of the United States of America. To this effect

the Government of Japan will. voluntarily restrain the total

number of certain machine tools exported to or destined for

consumption in the USA for the period of January 1, 1987

through December 31, 1991.

2.

Definitions

The following definitions apply to this Arrangement:
(a) ARRANGEMENT 'PRODUCTS - means the products
(assembled or unassembled)'listed below, including:“
kits. | |
(l). Numerically Controlled Lathes
(2) Non-Numerically Controlled Lathes
(3) ~Milling Machines
(4) Machining ;enters ' _
(5) Numerically Controlled Punching and Shearing
Machines .
(&) . Non-Numerically Controlled Punching and ‘
Shearing Machines
(b) DESTINED FOR CONSUMPTION IN THE USA - means | ®

exported directly or indirettly to the USA thircugh one

- or more third countries.

() TRANSITION FERIOD - means June 1, 1986 through
December 31, 1986. L



(). u.s. APPARENT CONSUMPTION - means shipments

:f;(deliveries) minus exports plus imports.-A-
'°;kej USA - means the customs territory of -the -United
'states of America and foreign trade zones iocated in
the territory of thelvnited States of America.
. Export Limits :

(a) From January 1, 1987 through December 31, 1991,
the Government of Japan shall limit exports for each
category of the arrangement products to quantities no
greater than the agreed quantities for each product category
("export limit") for the relevant period.

The limits on exports of numerically controlled lathes,
" machining centers, and numerlcally controlled punching and
shearing machines shall be administered through the issuance
of export licenses. The limits on the remaining categories
of arrangement products shall be accomplished through
administrative guidance as provided in caragraph 6 of this
Arrangement. |

(b) For calendar years ;987, 1988, 1989, 1990, and
1991, the Government of Japan shall require an export
license to cover the exportation fiom Japan of each unit of
each arrangement product destined for consumpcion in the
USa, not to exceed the export limit for each calendar yeac.

(c) During the period referred to in sub-paragraph
(b), the Government of Japan will ensure that the
arrangement products for which an export license is required

shall be issued an export certificate endorsed in relation



" to an export license. To the extent provided under Us
1aw, the Government of the United States of America shall
require presentation of such original certificates as a
condition.for entry into the USA of the arrangement products
for which export'iicenses are required. To the extent
provided under U.sS. law, the Government of the United States
of America shall prohibit entry of such products not
accompanied by such an original export certificate.

(d) During the Transition Period, arrangement products
may be exported from Japan destined for consumption in the
USA without export licenses, but the number of units of each
arrangement product exported during this period will be
'counted toward the agreed set level for that arrangement
product. |

If the number of arrangement products in any category
or the number of units of Specified types and sizes within
any category that are exported from Japan destined for
consumption in the USA in the Transition Period exceeds the
set level or the level for appropriate product mix for the
Transition Period, the excess shall be subtracted from the
export limit for that category or the level for appropriate
product mix in the 1987 period of this Arrangement.

(e) Until the U.S. Customs Service has the authority
described in paragraph 3(c), the Government of the United
States of America shall report to the Government of Japan
promptly any importation into the USA of an arrancement

product without an export certificate for which an export



- ;1éense is required, including the date of export of that

ﬁrdduct from Japan. The quantity so reported will be
éouﬁtéd ﬁoﬁard the export limit for that arrangement product
for the period in which the product was exported from Japan.

(£) If any Arrahgement product that has‘been imported
into the USA is subsequently exported from the USA during ‘
the period covered by this Arrangement and without having
been used for its intended purpose, the export limits for

the period of exportation shall be increased by the number

of units exported.

4. Determination of Export Limits

(a) 'The Governm;nt of the United States of America,
with édvice from the Government of Japan, will select an
independent forecaster which will provide the projections of
U.S. apparent éonsumption for the purpoées.of this
Arrangement.

(b) The first projection of U.S. apparent consumption
for 1987, to be provided by the Government of the United
States of America, will be an amount equal to two times U.S.
apparent consumption for the first six months of 1986. The
Government of the United States of America will issue a
revised projection of U.S. apparent consumption for 1987, as
provided in paragraph 4(a), notilater than the last day of
February, May, August and October 1987.

(c) For subsequent annual periods, the Government of
the United States of America will issue the first projection

of U.S. apparent consumption for e;ch category of .



.arrangement product for each year not later than October 31
of the preceding year and revise the first projection for
each year not later than the last day of Decenmber of the
preceding year and the last day of February, May, August and
October of the year covered by the projection.

(d) By May 31 of each year beginning in 1988, the
Government of the United States of America will adjust the
export limits for each category of arrangement product to
reflect differences between forecasted U.S. apparent consumption
and actual U.S. apparent consumption in the previous year.

s Carry-over and Advance Use of Licenses

The Government of Japan may adjust the export limits
provided for in paragraph 3 for each category by no more
than five (5) percent of the relevant category of
arrangement product to permit either tﬁe'carry-over or
advance use of licenses. This percentage can be increased
“with the prior agreement ‘of tﬁe Government of the Qnited
States of America.

6. Administrative Guidance for Certain Arranagement
Products :

.(a) Notwithstandino the licensing requirements of thrs
Arrangement, the Government of Japan will not require an
export license for any milling sachine, non-numerically
controlled lathe or non-numerically controlled punching and
shearing machine, provided that the total number of exports
of each such category of arrangement product destined for

consumption in the USA does not exceed the allowable export

L}

limit for the period.



in any period ot this Arrangement, the total
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“fffexports of products in’ any one of these categories exceeds’

‘tthe allowable export limit for that period, including
allowable adjustments under paragraph 5, promptly upon
request, the Government of Japan will require export
licenses_for'tne relevant category of arrangement product.

' The number of such arrangement products exported from Japan
destined for_consumption in the GSA during the period in
excess of the allowable export limit for that period shall
be subtracted from the export limit for that arrangement
product in the next period of this Arrangement.

1. Sub-cateaories of Arranoement Products

The Government of Japan shall give appropriate‘
administrative guidance so that the number of units of
»various types and sizes within each category reflects the
appropriate product mix of units exported from Japan
destined for consumption in the USA: . '

8. Special Licenses -

Whenever the Government of the United States of
America, in consultation with or in response to a request by
the Government of Japan, determines that there is a need for
the importation into the USA of arrangement products in
~ excess of the export limit for any period of this

Arrangement, the Government o€ the United States‘of America
shall request the Government of Japan that special licenses
be issued for that period and that arrangement product in

excess of the export 1limit in such quantity as the ’



v:T;ﬁGovernment of the United States of America deems -

R

e .;,- -

'*f?appropriate.. The Government of Japan may agree that special

licenses be issued upon request by the Government of the
‘ United States of America.

9. Exchange of Information

The Government of'Japan and the Government of the
United States of America shall exchange non-confidential
information necessary for the implementation and enforcement
of this Arrangement. Each Government will report to the
other Government any actions it takes to implement and
'enforce this Arrangement. ‘

a0 Implementation of this'Arranoement

(a) The provisions of this Arrangement will be
;implemented by the two Governments in accordance with the
laws and regulations in force in their respective countries.

(b) Additional details for this Arrangement are set
forth in the Agreed Minutes to this Arrangement.

11. Imoorts from Third Countries

The Government of the United States of America will
monitor the market share and product mix of each arrangement
product from third countries and will take appropriate
measures to ensure that imports of arrangemnent products from
third countries do not 1mﬂair or threaten to impair the
attainment of the objectives of this Arrangement.

12. Fair and Equitable Treatment

The Government of the United States of America shall

- endeavor to ensure fair and equitanle treatment for Japan



vié-#-vi# oﬁher countries thaf export arrangement'products
téhﬁhé ﬁéA. If the Government of Japan considers that, as a
result of the application of the provisions of this |
Arrangement, Japan is placed in an inequitable position vis-
a-vis third countries that export arrangement products to
the USA, the Government of Japan may request consultations
with the Government of the United States of America in order
to rectify the situation.

13. Three Year Review

At the end 6f the third year of this Arrangemené, the
Government of Japan ﬁnd the Government of the Uﬁited States
of America will thoroughly review the effectiveness of this
Artangement in meeting its objectives, and, if both
. Governments agree, consider whether tﬁe duration and product
coverage of this Arrahgement should be yodified.A

14. Consultations

-

The Government of Japan and the Gobernment of the
United States of America shall consult annually, and at any
other time at the request of either Government,.regarding
any ﬁatter concerning this Arrangement or its
implementation, operation, or enforcement.

15. . Relations with the GATT

The two Governments recognize that their rights and
obligations under the General Agreement on Tariffs and Trade
(GATT) are not affecﬁed bf this Arrangemént.

16. Others

<

Provided that it is determined that the Government of



J;ﬁan i; effecﬁively implementing this Arrangement and
cohgiaues to effectively imblement and enforce this
Arrangement.during the period of this Arrangement, the
Government of the United States of America will take no
action under section 232 of the Trade Expansion Act of 1962

to adjust imports of arrangement products from Japan.

10
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1 have the honor to acknowledge the receipt oi’ your _' e
Note of today s date, enclosing the Arrangement attached
thereto (hereinafter called *"the Arrangement') concerning
trade in certain machine tools between Japan and the United

States of America, which reads as follows"

'I have the honor to refer to the recent discussionS'iQ.
o held. between the representatives of the Government of Japan;;J

f"and the Government of the United States of America

e
TR

' concerning trade in certain machine tools between Japan and
the United States of America and to confirm, on behalf of
the Government of Japan, the understanding reached between
the two Governments that, with a view to revitalizing the
machine tool industry in the United States of'America, the
Government of Japan will implement the measures provided for

in the Arrangement attached hereto (hereinafter called ‘the

Arrangement'\ in aacordance \ifh 4rs laws and regulations.

His Excellency Nobuo Matsunaga .
Ambassador Extraordinary and
Plenipotentiary of Japan to

the United States of America

el '



I have further the honor to request you to confirn on
"behalf of the Gove:nment of the United States of America
tﬁat}iﬁ will impleﬁent its measures provided for in the
Arr&ngeﬁent in accordance with its laws and regulations and
to confirm that the present Note and your reply shall be
regarded as constituting an agreement between the two
Governments.
ARRANGEMENT
Between the Government of Japan
and the Government of the United States of America
Concerning Trade in Certain Machine Tools
Recognizing the unique difficulties faced by the
machine tool}indﬁstfy'in the United States of America;
Recognizing the efforts of the Govérnment of the United
States of America to revitalize the machiqé\tool industry in
the United States of America based on the A;tion Pian;
Recognizing that the Government of Japan, upon request
by the Government of the United States of America, responded
in good faith to cooperate with the Government of the United
States of America in this reg;rd;
And recognizing, therefore, the impoftance of stability

in trade for a certain period of time in certain machine |
tool products between Japan and the United States of
America;

The Government of Japan and the Government of the
United States of Rmerica have reached the following

agreement regarding restraints by the.Government of Japan of

exports of certain machine tools.

)



.; 1. | Objective i .n_ ;rilﬁfjjﬂ,::eff}fgf’. ER
o The objective of this Arrangement is to create a period
'of stability of trade in certain categories of machine tools
between Japan and the United States of America in order to
revitalize the U.S. machine tool industry to maintain
sufficient capacity in the United States of‘nmerica for the
production of certain machine tools required for the vital
interests of the United States of America. To this effect
the Government of Japan will voluntarily restrain the total
number of certain machine tools exported to or destined for
consumption in the USA for the period of January 1, 1987
. through December 31; 1991. ' ' ' |

2 Definitions

The following definitions apply to this Arrangement'.
(a) . ARRANGEMENT PRODUCTS - means the products
(assembled or unassembled) listed below, including
- kits. . ;
(1) 'Numericallylcontrolled Lathes
(2) Non-Numerically Controlled Lathes
(3) Milling Machines
(4) Machining Centizrs ‘ o
(5) Numerically Controlled Punching and snearinq
Machines |
(6) Non-Numerically‘Controlled Punching and
.Shearing Machines
(b) DESTINED FOR CONSUMPTION IN THE USA - means

exported directly or indirectly to the USA through one




. or more third countries.
‘"fftc) TRANSITION PERIOD - means June 1, 1986 .through
| December 31, 1986.
(d) U.S. APPARENT CONSUMPTION - means shipments

(deliﬁeries) minus exports plus imports.
(e) USA - means the customs territory df the United
States of America and foreign trade zones located in
the territory of the United States of Aﬁerica.

- Export Limits

(a) From January 1, 1987 through December 31, 1991,
the Government of Japan shall limit exports for each
category of the arrangement products to quantities no
greater than theAagreéd'quantities~for each product category
(*export limit"™) for the relevant period.

The limits on exports of numerically controlled lathes,
machining éenters, and numerically controlled punching and
shearing machines shall be administered through the issuance
of export licenses. The limits on the remaining’categories
of arrangement products shall be accomplished through
administrative guidance as provided in paragraph 6 of this
Arrangement. '

(b) For calendar years 1987, 1988, 1989, 1990, and
1991, the Government of Japan shall require an export
license to cover the exportatién from Japan of each unit of
each arrangement product destined for consumption in the
USA, not to exceed the export limit for each calendar year.

(c) During the period referred to in sub-paragraph »




(b), the Government of Japan will ensure that the
arrangement products for which an export license is required
shall be issued an export certificate endorsed in re’ation
+to an export license. To the extent provided under v.s.
law, the Government of the United States of America shall
require presentation of such original certificates as a
condition for entry into the USA of the arrangement products
fer which export licenses are required. To the extent
provided under U.S. law, the Government of the United States
of America shall prohibit entry of such products not
accompanied by such an original export certificate.

(d) During the Transition Period, arrangement products
may be exported from Japan destined for consumption in the
USA without export licenses, but the number of units of each
arrangement product exported during this period will be
counted toward the agreed set level for that arrangement

product.

- -

5 -
If the number of arrangement products in any category

or the number of units of sbeCified types and sizes within
any category.that are exported from Japan destined for
consumption an the USA in the Transition Period exceads the
set level or the level for appropriate product mix for the
Transition Period, the excess shall be subtracted from the
export limit for iLhat category or the level for appropriate
product mix in the 1987 period of this Arrangement.

(e) Until the U.S. Customs Service has the authority

described in paragraph 3(c), the Government of the United



Statea of America shall report to the Government of Japan
: promptly any importation into the USA of an arrangement
product without an export certificate for which an export
license is required, including the date of export of that
product from Japan. . The quantity so reporteo will be
counted towerd the export limit for that arrangement product
for the period in which the product was exported from Japan.
(f) If any arrangement product that has been imported
into the USA is subsequently exported from the USA during
‘the period covered by this Arrangement and without having
been used for its intended purpose, the export limits for
the period of exportation shall be increased by the number
of units exported.

4. _.Determination of Export Limits

(a) The Government of the United States of America,
with advice from the Government of Japen, will select an
independent forecaster which will provide the.projections of
0.S. epparent consumption for the purposes of this
Arrangement. N

(b) The first projection of U.S. apparent consumption
for 1987, to be provided by the Government of the Onited
States of America, will be an amount equal to two times U.S.
apparent consumption for the first six months of 1986. The
Government of the United States of America will issue a

revised projection of U.S. apparent consumption for 1987, as

provided in paragraph 4(a), not later than the lgst day of

February, May, August and October 1987.




v

+,... &) For subsequent annual periods, the Government of

the United States of America will issue the first projection

‘ot'th. apparent consumption for each category cf

arrangement product for each year not later than October 31
of the preceding year and revise the first projection for
each year'not later than the last day of December of the
Preceding year and the last day of February, May, August and
October of the year covered by the projection.

(d) By May 31 of each year beginning in 1988, the
Government of the United States of America will adjust the

export limits for each category of arrangement product to

reflect differences between forecasted U.S. apparent ~consumption

and actual U.S. apparent consumption in the previous year.

5. Carry-over and Advance Use of Licenses

The Government of Japan may adjust the export limits
provided for in paragraph 3 for each ca-tegory by no more
than five (5) percent of the relevant category of
arrangement product to permit either the darry-over or
advance use of licenses. Tn;s percentage can be increased
with the prior agreement of the Government of the United
States of.America.

6. Administrative Guidance for Certain Arrancement
Products

(a) NoOtwithstandirg the_lie'rsing requirements of this
Arrangement, the Government of Japan will not require an
expcert license for any milling machine, non-numerically

controlled lathe or non-numerically controlled punching and

<
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;?;shearing machine, provided that the total number o- oxporta.

.ot each auch category ot arrangement product destined for

...... YA e

:fjffconsumption in the USA does not exceed the allowable export
ilimit for the period. ‘ ‘ ‘A' :

. ®) 1f, in any period of this Arrangement, the total
“exports of products in any one of these categories exceeds
the ailovahle export limit for that period, including
allowable adjustments under paragraph 5, promptly upon
Arequest, the Government of Japan will require export
licenses for the relevant category of arrangement product

" The number of such arrangement products exported from Japan
destined for consumption in the USA during the period in
'excess of the allowable export limit for that period shall
be subtracted from the export limit for that arrangement

product in the next- period of this Arrangement.

7. Sub-categories of Arrangement Products

| " The Government of Japan shall give appropriate
administratiue guidance so that the number of units of -
Various‘types and sizes within each category refiects the
appropriate product mix of units exported from Japan
destined for consumption in the USA.

8. Special Licenses

Wheneuer the Government of the United States cf
‘America, in consultation with or.in response to a request’by
the Government of Japan, determines that there is a need for
the importation into the USA of'arrangement products in

excess of the export limit for any period of this
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t 'fl\?— Arrangement, the Government ot the United Statea of America;“

shall request the Government of Japan that apecial licenses

‘-\_

excess or the export limit in such quantity as the
Government of the United States of America ‘deems
appropriate. -The Government of Japan may agree that special

licenses be issued upon request by the Government of the

United States of America.

9. Exchange of Information

The Government of Japan and the Government of the
United States of America shall exchange non-confidential
information necessary for the implementation and enforcement
of this Arrangement. Each Government will report to the
other Government any actions it takes to’ implement and
enforce this Arrangementf

10. Impiementation of this Arrangement

(a) The provis;ons of this Arrangement will be
implemented by the two Governments in accordance with the
laws and regulations in force in their respective countries.

(bf Additional details for this Arrangement are set
forth in the Agreed Minutes to this Arrangement. .

11. Imports from Third Countries

B The Government of tle United States of America will
monitor the market share and product mix of each arrangement
product frem third countries and will take appropriate
measures to ensure that imports of arrangement products from

third countries do not impair or threaten to impair the



attainment of the objeétives of this Arrangement.

12.  Fair and Equitable Treatment

The Government of the United States of America shall
endeavor to ensure fair and equitable treatment for Japan
vis-a-vis other countries that export arrangement products
to the USA. 1If tﬁe é;vernment of Japan considers that, as a
result of the application of the provisions of this
Arrangement, Japén is placed in an inequitable position vis-
a-vis third countries that export arrangement products to
the USA, the Government of Japén may request consultations
with the Government of the United States of America in order
to rectifylthe situation.

13. - Three Year Review

At the end of the third year of this ﬁ:rangement, the
Government of Japan and the Government of the United States
of Améric§ will thoroughly review the effectiveness of this
Arrangement in meeting its objectiveé, and, if both
Governments agreé?-coﬁ;ider whether the duration and product
coverage of this Arrangement should be modified.

14. Consultations

The Government of Japan and the Government of the
United States of America shall consult annually, and at any
other time at the request.of either Government, regarding
any matter concerning this Arrangement or its
implementation, operation, or enforcement.

15. Relations with the GATT

The two Governments recognize that their rights and

)



'h* ‘(GATT) are not’ affected by thia Arrangement.'» .

16 ".:;Othe-s ,'" a= v Y. R - |
Provided that it is determined that the Government of

Japan is effectively implementing this Arrangement and

continues to effectively implement and enforce this

Arrangement during the period of this Arrangement, the

Government of the United States of America will take no

action under section 23} of the'Trade Expansion Act of 1962

to'adjust imports of arrangement products from Japan.'

I have further the honor to confirm on behalf of the
Government of the United States of America that it will
, implement its measures provided for in the Arrangement in
accordance with its laws and regulations and to agree that .
your Note and this reply shall be regarded as constituting
an agreement between the two Governments.
-..-.'—.__,e-“ I avail myself of this opportunity to reneu to you,

-

Excellency, the assurances of my highest consideration.

-

Malcolm Baldrige
Secretary of Commerce
Washington, D.C. 20230

obligations under the General Agreement on Taritfu and Trade %



APPENDIX A

(Concordance)

Categorx
NC Lathes s .

Non-NC Lathes

Machining Centers

Milling Machines

NC Punching and
Shearing Machines

Non-NC Punching and
Shearing Machines

1/

2/ Covered if with numerical cont
numerical controls.

3/  Excluded if with numerical contr

numerical controls.

Japanese No.

84.45.121

84.45.122
84.45.124
84.45.125
84.45.129

84.45.155

84.45.132
84.45.133
84.45.134
84.45.139

84.45.247 1

84.45.247 1

11

1/

ddlals
NSNS~

I=1=] =)
NN~

TSUSA

674.3476
674.3504
674.3505
674.3506
674.3508
674.3510
674.3519

674.3477
674.3512
674.3513
674.3514
674.3515
674.3516
674.3518
674.3522

674.3404
674.3406
674.3409
674.3411

674.3464
674.3466
674.3467
674.3468
674.3469

674.3584

674.3586
674.3587

Exclude if used or rebuilt or if valued under $2,500.

rols or facings for

ols or facings for




APPENDIX B
CONCORDANCE OF U.S. SHIPMENTS, IMPORTS, AND EXPORTS

Product Shipmentg*» Exportsx Imports**
(SIC Nos.) (Schedule B) (TSUSA’ s)
NC LATHES 35415 11 674.3276 674.3476
35415 12 674.3503 674.3504
35415 13 674.3505 674.3505
35415 21 674.3507 674.3506
35415 24 674.3509 674.3508
35415 26 674.3521 674.3510
674.3523 674.3519
NON-NC LATHES 35415 14 674.3277 674.3477
35415 22 674.3510 674.3512
35415 23 674.3511 674.3513
35415 25 674.3512 674.3514
35415 29 674.3515 674.3515
35415 37 674.3516 €74.3516
35415 54 674.3518 674.3518
35415 56 674.3525 674.3522
35415 €3
35415 66
35415 67
35415 72
35415 81
35415 85
35415 88
MACHINING CENTERS 3541a 01 674.3204 674.3404
3541a 03 674.3206. 674.3406
3541A 05 ~  674.3209° 674.3409
3541A 07 674.3211 674.3411
3541a 09
3541A 11
3541Aa 13
3541A 15
- 3541A 17
35412 19

These numbers are subject to revision when the United

States of America adopts modifications to the

applicable SIC, import or export nomenclatures.
Technical adjustments will be made as necessary.

12



Product Shipmentg*» Exports#+ Importsxx*

(SIC Nes.) (Schedule B) (TSUSA’ g)
MILLING MACHINES 35416 22 674.3264 674.3464
35416 25 674.3266 674.3466
- 35416 27 674.3267 674.3467
35416 29 674.3268 674.3468
35416 31 674.3269 674.3469
35416 35
35416 53
35416 63
35416 97

NC PUNCHING &
SHEARING MACHINES 35421 11 1/3/ 674.3571 674.3584
35421 12 1/3/

35421 14 1/3/
35421 15 1/3/
35421 16 1/3/
35421 19 1/3/

NON-NC PUNCHING &

SHEARING MACHINES 35421 11 27 674.3573 674.3586
35421 12 2/ 674.3575 674.3587
35421 14 2/
35421 15 2/
35421 16 2/
35421 19 2/
1/ Covered if NC punching and/or shearing machines.
2/ Covered if non-NC punching and/or shearing machines.
3/ 70 percent of shipments of NC punching, shearing,

bending and forming machines will be attributed to this
category, unless both sides agree to modify this
percentage. '

13



APPENDIX C

CERTIFICATE
FOR THE EXPORT OF
MACHINE TOOL PRODUCTS
FROM JAPAN TO THE UNITED STATES OF AMERICA

. Export license No. Date of Issue

. Producer (full name and address)

1

2

3. Exporter (full name and address)
{. Consignee (full name and address)
S

. Purchaser (full name and address) (if different from
consignee)

6. Category and detailed description of machine tool
(including number and kind of packages and identifying
marks)

T Quantity (units)

8. Destinatioh in USA (indicate countries of
transshipment, if applicable)

9. ENDORSEMENT BY THE ISSUING AUTHORITY

The quantity of machine tool products shown above has
been attributed to the export license shown in box no. 1

-
-

Issuing Authority: ) Stamp:

number:
date of export:

NOTE:

This certificate must be typed in English. Use a
separate certificate for each category of machine tool
and each U.S. Customs entry.

This certificate, drly endorsed by the Issuing
Authoritv shcwa in box no. 9, must be Presented to the
competent authorities in the United States of America

at the time of importation.

The information of number and kind of packages and'
identifying marks in box no. 6 and destination in the
USA in box no. 8 will be supplied by the exporter.

4

14




APPENDIX D

Subcategories of Arrangement Products

Machining Centers

Small, Vertical

Large, Vertical

Horizontal

Other

NC Lathes

Small, Horizontal

Medium, Horizontal

Large, Horizontal

Vertical

Milling Machines

NC Milling Machines

Non-NC Milling Machines

674.3404
674.3406
674.3409

"674.3411

674.3504
674.3506

674.3508
674.3510
674.3476

674.3505
674.3519

674.3464

674.3466
674.3467
674.3468
674.3469

* %

These numbers are subject to revision when the United

States of America adopts modifications to the

applicable import nomenclatures.

will be made as necessary.

&
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Tcchnical adjustments



VOLUNTARY RESTRAINT AGREEMENTS (VRA'Ss)

STEEL MACHINE TOOLS
~ AUSTRALIA o - JAPAN
- AUSTRIA - TAIWAN

- BRAZIL

= PEOPLE'S REPUBLIC OF CHINA (PRC)
- CZECHOSLOVAKIA

- EUROPEAN COMMUNITY

- FINLAND

- GERMAN DEMOCRATIC REPUBLIC
‘= HUNGARY

- JAPAN

- KOREA

- MEXICO

- POLAND

- PORTUGAL

- ROMANIA

- SOUTH AFRICA

= SPAIN . .

- TRINIDAD AND TOBAGO

- VENEZUELA

- YUGOSLAVIA
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Machine Tool Imports

statement by the President. May 20, 1986

[ have decided to seek voluntary restraint
agreements (VRA’s) on machine tool im-
pbrts. In March 1983 the National Machine
Tool Builders Association submitted a peti-
tion to the Secretary of Commerce recom-
mending import quotas based on the view
that imports of machine tools threaten the
national security. Pursuant to statute, Secre-
tarv Baldrige submitted a report to me in
February 1984. In March 1984 1 decided
that this report should incorporate new mo-
bilization, defense, and economic planning
factors then being developed by an inter-
agency group. I then directed the Secretary
of Commerce to update the machine tools

Administration of Ronald Reagan, 1986 / May 20

investigation. In March 1986 Secretary Bal-
drige submitted his report to reflect this
guidance. The National Security Council
subsequently discussed the report, and on
this basis, I have directed that import levels
be reviewed during the next 6 months.

The Secretary of Commerce, in consulta-
tion with the Secretary of Defense and
other relevant administration officials, indi-
cated that the machine tool industry is a
small yet vital component of the US. de-
fense base. The Secretary of Commerce fur-
ther indicated that high levels of imports
can potentially erode U.S. capabilities to
manufacture critical machine tool product
lines.

Based on this information, I have decided
on the following course of action:

—Voluntary restraint agreements will be
sought with Taiwan, West Germany, Japan,
and Switzerland on machining centers,
computer controlled and noncomputer con-
trolled lathes, computer controlled and non-
computer controlled punching and shearing
machines, and milling machines.

—The Departments of Defense and Com-
merce, in cooperation with the other agen-
cies, will implement an action plan that
will:

e Integrate more fully U.S. machine tool
manufacturers into the defense pro-
curement process. In particular, com-
panies will receive more timely infor-
mation on U.S. defense programs and
future DOD manufacturing require-
ments so that they may be able to par-
ticipate at an earlier stage in the pro-
curement process.

e Modernize machine tool capabilities
that support our national defense.
DOD programs that improve manufac-
turing productivity as well as those
that advance technology will be ap-
plied to the machine tool industry.

e Provide up to $5 million per year over
the next 3 years in Federal Govern-
ment matching funds to support a pri-
vate sector technology center to help
the machine tool industry make ad-
vances in manufacturing and design.

e The Attorney General and other agen-
cies will investigate the potential for
cooperative research and development
efforts on the part of industry.

T S
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* The Secretary of Commerce will moni-
tor the U.S. machine tool industry’s
performance on an annual basis, with
emphasis on the steps it has taken to
improve its production capabilities and
competitive position.

This action plan, combined with the ad-
ministration’s growth-oriented economic
policies and dedicated efforts on the part of
the U.S. machine tool industry, will ensure
a world class U.S. industry.

Andrei Sakharov Day

Proclamation 5484. May 20, 1986

By the President of the United States
of America

A Proclamation

May 21, 1986, is the 65th birthday of
Andrei Sakharov., At this time, let us recall
and acclaim the courage and dedication of
this giant of the twentieth century. Let us
rededicate ourselves to the values of peace
and justice and human dignity he has come
to symbolize for all who love freedom
throughout the world.

Since we last honored this brave man, we
are pleased that Dr. Sakharov’s wife, Yelena
Bonner, has been allowed to travel here to
see her family and to obtain needed medi-
cal care. We welcome the fact that several
separated husbands and wives were at last
given permission to join their spouses in the
United States. We welcome the release of
Anatoly Shcharansky.

Unfortunately, these positive develop-
ments only serve to underscore the overall
grim human rights situation that continues
to prevail in the Soviet Union. For his ef-
forts on behalf of human rights and world
peace, Dr. Sakharov himself remains isolat-
ed in Gorky, deprived of contact with
friends and family, and barred from carry-
ing out scientific research. The Soviet au-
thorities have succeeded in eliminating the
main vehicle for human rights activism, the
Helsinki Monitors. Yury Orlov and many
other monitors are now serving long terms
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of imprisonment or exile. Religigy,
continue to be major targets of Perse?”.;
Orthodox believers, Baptists, Romgy, U
lics, Ukrainian rite Catholics, Unigy Qat‘;,
tecostalists, and other groups have’p‘y
subjected to arrest and harassm tt’g
crackdown on Hebrew teachers anq , N
al activists continues. Emigration Tem,
low levels. Many more families remg;
arated. The basic freedoms of Speec}:"i
2
R

sembly, and press are systematically 4
yet, as Sakharov has recognized, ¢
the essential means by which Peop), &
ensure that their own governmey, %
peacefully and in the people’s intereg,

In October 1977, in an appeal tq thé
liaments of all Helsinki-signatory Stateg E
Sakharov wrote: ’

“We are living through a periog of !
ry in which decisive support of the Pri
ples of freedom of conscience, an open ¢
ety and the rights of man is an abg|
necessity. The alternative is surrenge,
totalitarianism, the loss of all precioys f,;
dom and political, economic and mory| 4,
radation. The West, its political and p,
leaders, its free and decent peoples, Ty
not allow this.”

I believe we can best honor Dr. §
on his 65th birthday by taking his m
to heart and by continuing our own vigy
ous efforts in pursuit of a just peace, ingjy'
ing respect for human rights. We must 5

on his behalf to ensure that his message

hope, freedom, justice, and the inviolabij,
of the human conscience will not be ¢
lenced.

The Congress, by Senate Joint Resolutiy
323, has designated May 21, 1986,
“Andrei Sakharov Day” and authorized a,
requested the President to issue a procl
mation in observance of this event.

Now, Therefore, I, Ronald Reagan, Pres.
dent of the United States of America, &
hereby proclaim May 21, 1986, as Andrei |
Sakharov Day. I call upon the people of the

United States and Federal, State, and loct

government officials to observe this dy
with appropriate programs, ceremonis
and activities designed to honor this herod
humanity.
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versy. | want to get this information out.
We must get on with the business at hand
and put this issue behind us.

It is my desire to have the full story about
Iran come out now—the alleged transfer of
funds, the Swiss bank accounts, who was
involved—everything. The law provides a
process for Congress to obtain this informa-
tion from Vice Adm. John M. Poindexter,
Lt. Col. Oliver North, and any other wit-
nesses without depriving them of their con-
stitutional rights.

Congress passed legislation 16 years ago
authorizing the Senate and the House of
Representatives or any committee or sub-
committee to grant special limited immuni-
ty to any witness, so that the witness must
give testimony that is pertinent to a con-
gressional inquiry. This limited immunity
also protects the witness by providing that
such testimony cannot be used against him
in any criminal proceedings. At the same
time, the law still permits prosecution based
on all evidence other than the testimony
given before Congress.

Such “use immunity” is not amnesty or
clemency. This legal process obtains the
facts before Congress, but does not prevent
those responsible for any wrongdoing from
being brought to justice. Thus it does not
interfere with the duties and responsibilities
of the independent counsel.

Therefore, I am asking the Senate Select
Committee on Intelligence to immediately
seek “use immunity” for Admiral Poin-
dexter and Lieutenant Colonel North in
order that the whole truth—all of the facts
on Iran—may be told. This is essential be-
cause of the controversy surrounding the
Iranian matter. There is an absolute need to
get on with the business of government.

United States Machine Tool Industry

Statement by the President.
December 16, 1986

I am pleased to announce today a
number of actions we are taking to facilitate
the revitalization of the United States ma-
chine tool industry.

1654

:

On May 20 I announced that the Secrq. '
tary of Commerce, in consultation with the ..
Secretary of Defense and other administy,
tion officials, had determined that hjg
levels of imports could potentially erqd,
U.S. capabilities to manufacture critical n, |
chine tool product lines. At that time, | g;
rected that discussions be held with ]apan,
Switzerland, Taiwan, and West Ge y
leading to voluntary import limitations j,
critical product lines. I further directed thy,
a domestic action plan be developed to g,
plement the industry’s own modernizatio, ~
efforts.

Japan and Taiwan have agreed to volyy,
tarily restrain the level of their machip, ..
tool exports to this country for a period of §
years beginning in January 1987. I appreg;.
ate the willingness of Japan and Taiwan t,
discuss these questions of common impor.
tance in a cooperative and constructive
manner. Japan has agreed to limit its ey.
ports of machining centers, computer-con. o
trolled and noncomputer-controlled lathes !
computer-controlled and noncomputer-con.
trolled punching and shearing machines
and milling machines. Taiwan has agreed to
limit its exports of machining centers, com-
puter-controlled and noncomputer-con.
trolled lathes, and milling machines. These !
agreements will allow the U.S. industry to

increase its share of the domestic market ~-

and preserve critical production capabili
ties.

Secretary Baldrige and Ambassador Yeut-
ter have informed West Germany and Swit-
zerland that their machine tool exports to
the United States should not exceed speci-
fied limits. In this regard, I have directed >
the Department of Commerce and the US.
Customs Service to monitor machine tool
imports to determine whether these limits
are being exceeded. If we determine that
exports of these machine tools exceed these '
limits and undermine the integrity of the
machine tool revitalization program, I am ¢~
prepared to take unilateral action under
U.S. law.

The combined effect of the actions an-
nounced today will create new market op-
portunities for U.S. machine tool manufac-
turers of about 3,300 units provided that
demand remains constant. In 1985 these o
machines were imported at a value of $155 '
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illion. Over the 5 years of the VRA [vol-
gntary restraint agreement], U.S. machine
tool manufacturers could increase domestic
sales by about 16,500 machines. The im-
ported value of these machines would be
$775 million. These additional sales would
represent an overall increase from 35 per-
cent to 44 percent in market share for this

ortion of the U.S. machine tool industry.
In the critical computer-controlled product
lines (NC lathes, machining centers, and NC

unching and shearing machines), capacity
atilization is expected to rise by more than
40 percent.

These boosts in capacity utilization and

additional revenues should allow the indus-

to funnel more investment into re-
search, development, and facilities, thereby
regaining its former vitality. According to
industry experts, new investment in plant
and equipment could total $115 million
over the 5-year period.

We do not anticipate that domestic ma-
chine tool prices will rise significantly as a
result of the actions announced today be-
cause of continuing strenuous competition
among U.S. and foreign firms and because
of the existence of significant excess produc-
tion capacity in the United States and
abroad. Further, these initiatives will con-
tinue to allow a significant foreign presence
in the U.S. machine tool market. As a result,
U.S. purchasers will continue to be able to
purchase competitively priced tools from
foreign and domestic sources.

Due to the industry’s vital importance to
the national security, we have developed a
domestic action plan to facilitate the indus-
try’s recovery effort. By integrating the in-
dustry more closely into the defense pro-
curement process, U.S.-based companies
will have a better idea of prospective DOD
requirements and be better able to make
efficient production and investment deci-
sions. By designating the machine tool in-
dustry as a major focus for DOD concentra-
tion, the industry will have a better oppor-
tunity to obtain funding from MANTECH
and other Defense Department programs
for advances in critical technologies. Feder-
al support for the National Center for Man-
ufacturing Sciences should leverage private
contributions, lead to advances in process
technology, and widely disseminate state-of-
the-art technology.

The revitalization of the domestic ma-
chine tool industry is primarily the indus-
try’s own responsibility. Throughout the
course of the voluntary import restraint
program, we will closely monitor the indus-
try’s performance to ensure that it is taking
the required initiatives to improve its com-
petitive position.

Resignation of Ambassador Arthur
Adair Hartman

Statement by the President.
December 18, 1986

Ambassador Arthur Hartman will relin-
quish his post in our Moscow Embassy early
next year. I will miss his wise counsel, most
recently exemplified by his presence with
me in Reykjavik, and his expertise on East-
West relations. He has had a distinguished
Foreign Service career and was a major
player in the important arena of United
States-Soviet relations. He is regarded with
great respect and admiration by all of us
who know him. I wish him the very best,
expressing my personal gratitude for his
outstanding service for over 5 years in this
most challenging assignment.

White House Office

Appointment of Lt. Gen. Colin L. Powell as
Deputy Assistant to the President for
National Security Affairs.

December 18, 1986

The President today announced his inten-
tion to name Lt. Gen. Colin L. Powell, U.S.
Army, currently Commanding General,
Headquarters Fifth Corps, Frankfurt, Fed-
eral Republic of Germany, to serve as the
Deputy Assistant to the President for Na-
tional Security Affairs.

Prior to his current duties, General
Powell was the senior military assistant to
the Secretary of Defense, 1983-1986; and
he was Deputy Commander, US. Army
Combined Arms Combat Development Ac-
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