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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D,.C, 20318

B-162222 ' November 20, 1979

The Honorable Charles A, Vanik
Chainnan, Subcommittee on Trade —
Committee on Ways and Means +kxo nyailahle to publie reading 5.4
House of Reprecentatives Po ot waxe f

Lear Mr, Chaifman:

In your letter of October 16 on our report, "United States~Japan
Trade: Issues and Problems," three questions are raised. Let me
respond to them in the order in which they are listed.

.You inquire whether price data on Japanese ijmports is available
since Vecember 1978 to show what effect if any the sharp currency
realignments of 1979 have had on the prices of Japanese imports,
Data is avaitable, BLS is continuing to monitor the prices of Jap-
anese manufacvures into the United States, The most recent data
covers the second quarter of 1979, These statistics reveal that
Japanese prices'of exports to the United States startea to decrease
in the second quarter, reflecting the currency'depireciation, but not
by as much, : Second quarter prices dec)ined 1 percent over the first
quarter, while the currency depreciated 5.5 percent... ‘We enclose a

- copy of the BLS table and the covering letter to Anbassador McDonald.

It 15 asked if we could elaborate on the stitagent in the veport
that "Currentiy, inflation in Japan is again'begiining to be as trou-
blesome as it is-in the United States." Wholesale prices are sharply
rising, but the scale of the increase depends upon how they are mea-
sured. If they are measured by annhualizing the most recent monthly
changes, then’ the increase would be about 20 percent per annum, If
they are measured by comparing the most recent month to 12 months
earlier, then the increase is 10-12 percent.

\ L

Two points are noteworthy. Japan has pursued a policy of letting
0il price increases fully enter the economy. There is no shielding,
and, of course, oil prices in 1979 have come near to doubling. ' Many
high-ranking Japanese yovernment economists, however, do not expect
that these o1l price increases will set off an inflationary wave.
They believe they will be one-time affairs. Secondly, as so many.
nimes in the past, there is a sharp disparity between the behavior of
yholesale and consumer prices, In 1979, the consumer price index has
increased only 4-5 percent. .

-




?.

For sources of infoimation on price data, the Bank of Japan {s
the primary source. Calendar and fiscal annual data is published in
the Bank's Price Indexes Annual; monthly daty appears in its Economic
Statistics Monthly. .

.. . You take note of our observation that "Across a broad spectrum
of industriss, Japanese firms display highly competitive behavior,
the,sort we find in our more competitive industries, suchtas semi-
conductors, for example," Yau ask how we put this observaticn
toyether with reports that Japanese firms are not competitive in
bidding on interpational foreign jobs, In comparing competitiveness
within the Japanese economy and the situation,.for example, when a

| foreigner may be seeking quotations on an item from two Japanese

| trading companies, there does seem to be a difference. In certain
situations, behavior does appear to be noncompetitive, but we believe
the majority of situations to be chavacterized by competitiveness.
Should you wish, I would be glad to have my staff discuss this more
fully with your staff.

You observe that your Subcommittee may hold hearings on Japan-U.S,
Trade Issues sometime in the near future. We would be pleased to be of
whatever assistance we can to your Subcommittee in this endeavor,

Sincerely yours,
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Comptroller General
of the United States
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Mabagssudor Aloneo L. lePonald

ujf(“CiUl representative for -
Trade legotivtions

Noor:, 114

1L G Btreet, KWW,

washing ton, DC. LUH0O

oar Arhassador fHebonald:

Price indoxes for U,o, irports fron Jupan we noe eveailable for rhe period
ending June 107G, mul wre enclosead. Il:.por price iiddexes in doliars, as well

as their re J,Jl'CtiVC: jereent L.h»LIl.,Q.a, we given in e enclosed tuble for ram-

fuctured poods (CITC G, 7, and 1), n".chium; und traniportution euijeent
(SI1C 7), and the dollm*/yuz c\clm.u;e rate. The data indicate that batveen
June 1976 wixd June 187G the average price of Japunese ranufactured uooxls
boported into the .U, inereasod hy cU.C percent, vhile ruachinery and trins-
portution ouijent increaswd liy SU.4L pareent,  The dollar/yven exchange mte
ineressad by Ud,0 jareont (lu:iuu the sue period,  For thoe prricd wreh 10670
to June 1070, the oost reeent quuatter dor vhich datn are availablea, siollar
irices of caitnetural coxdiz dyorve? froo digan deoreesed by 1.0 percent, an’
racchinery aki transportetion acuuip.ent Jdeercesed S.1 jvveent, vhile the

o llur/yvoen egelnen e rate deercasad by Gni jarennt, ST Tarance: Lowieen the
correlses in Useo boport priccec mwd virinuions in the osehan o e ey e duc
Lonny o6 o ovariery of *'-c.u.lu ws poves inoour errlicr corresjonlence vt
RURSHTIIUI13) (VRS LI RS WO ETS EERFF WPRIT 43 AN

Lasue dnport patice dndcnes e aalenlstal for rosenrveh purose. n.'r.i W not
oificinl adexci. oy aiifer in Lo importian respects frar those v v -
l.u ly jaalish, iy, walle the swple for owe rejularly Jli.mn m\!e: i
esighed 1o oowin epresentative jrrices for inoris {roo the vorla, thoe
inde ¢35 cilleulatexd hm'v use only ti. subset of the swaple vhich covers
irjorts Tra. diyan, tecond, Viidle the irport parice inlexes \'..'iic'h ther iont
of Lt btntisties :r.::ﬂishos; coptain cithor e.d.é, or {.0.b, 'prices, tho
onclosed fadeses contidn cota Lo anaer W Luercis s tae s, ple slees S
Lataololosy uoei e ..ex'u‘.-, thowes Laaics 16 goererdiod rers fulle 0 oo o=
rande, G A il D1, 16T, we o coaity Leior ceerowary 1o Inwernacionnl Jooep
LG, aOwarnG e WSAcl, wadeh e transei Ltan 1o S o Lians .

Lio ou tmivee ta,y wuertiony caneerndn,, s loaexes, ;leass eontne
W BASAG aae AN O e Livision of Interasuional rrices on GUL=GTEd,

Clacerelys roars,
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