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WASHINGTON. D.C. Oslo

B-162222 ?lovember 2C), 1979

The Honorable Charles A. Vanik
Chainnan, Subcommittee on Trade
Committee on Ways and Means nyall^.hj0 to pitlin reading'. s
House of Representatives no ">t

Dear Mr. Chairman:

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 imports Is available
since December 1978 to show what effect if any the sharp currency
realignments of 1979 have had on the prices of Japanese imports,
Data is avaiVable, BLS is continuing to monitor the prices of Jap-
anese manufactures 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 startec to decrease
in the second qu'wrter, reflecting the currenctdepl'eci&tion, but not
by as much., Second quarter prices declined I percent over the first
quarter, while the currency depreciated 5.5 percent:. tWe enclose a
copy of the BLS table and the covering letter to Anbassador McDonald.

It is asked if we could elaborate on th'e mibent in the report x "
that "Currentiy, inflation in Japan is again'beg'jing to be as trou-
blesorne 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 annualizing 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.

Two points are noteworthy. Japan has' pursued a policy of letting
oil 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 government economists, however, do not expect
that these oil price increases will set off an inflationary wave.
They believe they will be one-time affairs. Secondly, as so many
tiimes in the past, there is a sharp disparity between the behavior of
wholesale and consumer prices. In 1979, the consumer price index has
increased only 4-5 percent.
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For sources of information on price data, the Bank of Japan is
the primary source. Calender and fiscal annual data is published in
the Bank's Price Indexes Annual; monthly date appears in its Economic
Statistics Montt -

You take note of our observation that "Across a broad spectrum
of industries, Japanese firms display highly competitive behavior,
thetsort we find in our more competitive industries, such\as semi-
conductors, for example," You ask how we put this observatiro
together with reports that Japanese firms are not competitive in
bidding on international 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 Japcnese
trading companies, there does seem to be a difference. In certain
situations, behavior does appear to be noncorpetitive, but we believe
the maJorty of situations to be characterized by competitiveness.
Should you wish, I would be glad to have my staff discuss this more
fully with your staff.

You observe that your Subconwnittee may hold hearings on Japan-U.S4
Trade Issues sometime in the near future. We would be pleased to be of
whatever assistance we can to your Subcommittee in this endeavor.

Sincer ly yours, I

Comptroller General
of the United States
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