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Haward K Smitn

COMMENTARY
ABC EVENING NEWS
WEDNESDAY - AUGUST 30, 1978

Everybody else has explained our growing trade deficit and
collapsing dollar. Now I shall try, chronologically.

At World War II's end, we had the only intact economy.
More, our industry had improved drastically due to war produc-
tion.

Destroyed nations scrambled for dollars, to buy from the
only source, and as reserves, good as gold, for their own cur-
rencies. ’

Cold War rearmament produced spinoffs of new, needed goods.
The intense Space race produced more spinoffs. The world scramb-
led for more dollars to buy them.

Lately two things happened. The world rebuilt itself with
the most modern machinery, able to out-compete us. And we grew
lax, invested less in plant, became easier to out-compete.

That sea of dollars in the world were less needed and began
to fall in value. And as we bought more and sold less, the trade

gap opened.

A stunning example, we used to sell Japan finished machinery.
Now nine out of ten of our exports to Japan are raw goods, coal,
lumber, soybeans. All ten main things Japan sells us are finished
. goods, autos, television sets, motorcycles. We have become the
underdeveloped country, Japan the developed one.

Clearly, the trade deficit and the falling dollar are due
to our declining innovation. Clearly the solution is, we've got
e et . .
to sacrifice to invest more in renovating our economy, and work

harder to become competitive once more. /V P



