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. Summary é

The President’s Advisory Comminee on Trade Policy and Negotiations (ACTPN)
anulauds the Administration’s commitment to expandmg econonic and commercial ties with the
nations of the Asia Pacific. During the Asia Pacific Economic Cooperation! (APEC) Leaders
meeting in Bogor, Indoresia next month, we recommend that the United States support a thres-
part agenda for APEC which  would move towards a balanced, fair tade environment
proaresswely First, the Leaders should set short-term, twenty-four month, objectives for

_existing APEC working groups in areas that will make a angible difference in private sector
commercial dealings, such as investment, murual recognition agreements, and customs

facilitation.  Second, we urge the Leaders to set equally short-term objectives for further

~ progress in APEC on unresolved issues from the Uruguay Round, such as financial services and

telecommunicarions. Finally, we propose that APEC use Uruguay Round commitments and
discussions as a point of deparru:e for further APEC work on tariffs, non-tariff bartiers,
mtenectual property protections, and other LSSUGS in the same time frame.

'I'he ACTPN believes that the pursuit of “free™ trade, if defined in the broadest terms,
in the Asia Pacific is in the interest of the United States. * Tn the Asia Pacific, the United States
should seek to build on the broad range of hberahzanou it has achieved there ‘and elsewhere,

. including trade in goods and services, protections for intellectual property, and contiauing

progress on the environment, and worker rights.- In seeking the free flow of goods, services,
rechnology and capital, ‘the agcnda should mclude but not be limited to, the pursuit of

. ehmmanon of tariff and non-tariff barriers 10 trade in gcods a.nd semccs
including swrucrural ‘and regulatory barriers;
¢  protection for imellectual property rights;
¢  national treatment for foreign investors, free of performance or domestic content
" requirements or limitations on equity held by a.foreign company;
4 non-discriminatory tax treatment; ,
. open and transparent goverament procurement;
¢ regulatory u'ansparcncy,

t Founded in 1989 as an mformal arrangement between 12 c:oumrles APEC has continued

to grow.. The 17 current members are: Australia; Brunei; Canada; People’s Republic of .
China; Hong Kong: Indonesia; Japan; South Korea; Malaysia; Mexico; New Zealand; Papua
New Guinea; Philippines; Singapore; Chinese Taipei; Thailand; and United States. Chile

will join during this November's meeting in Bogor, afzcr which a r.hree~year moratorium on

" new members will go into cffccr . o o
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absence of tcchnology ranster rcqmrcmen&s

-elimination of. government mzcmcnuon m meosmc marker limiations;
environmental protection; .

expanded 1ntemanonal recognition of worker rights.

!

R

The ACTPN believes that pursuit of free trade in the Asia Pacific is a laudable goal ;f
it does not detract from progress toward intermediate steps that will advance U.S. and’ rzgional
economic interests in the short term. Thus, the ACTPN believes that sustained atzantion within
APEC to the important building block initiatives already underway, complemented by conrinued
U.S. emphasis on and engagement in its bilateral, sub-regional, and rpulmlaterai effors vis-g-vis
the Asia Pacxf’ ¢ region are esscnual

Consequemly, the ACTP\I has zhree Drmcxpal CORCErns about making fres wade by a date
ceriain the | inchpin of either U.S. policy or the APEC agenda. First, any date that we have seen
suggested is t00 far away. The.U:S. private sector will have irrcvocably lost too many
opportitnities 'if real progress takes decades. Second, if the Leaders wers to shift the focus of
APEC’s efforts 1o such a broad agenda too soon, the resulting reallocation of APEC’s limited
resources could derail the useful progress being made in the working groups, Third, putting
broad free wade negotiations at the top of the regional agenda may ‘provide key members of

. APEC with an exctse to delay settling crucial, unresolved-bilateral market access nssues by

deflecting such- discussions to thc APEC forum on a more protracted timetable.

Backgraund

[n November of 1asr year the APEC Task Force of the ACTPN made prehmmary
recommendations to the Administration as it prepared for the APEC Leaders Meeting in Seaule.
The Task Force recommended that the United States take every advantage of the historic-
opportunity provided by the Scarde mcetma to demonscrate the U. S cornrmnmem: to and mreresz
in the Asxa Pacific.

The Task Fozcc endorsed- effo::s to encourage the’ expansion of investment ties among

. APEC members. It urged recognition of the importarice of cross-border capital flows and thc

adoption of national treatment for foreign investment capifal. [t encouraged the establishment
of APEC consultations on financial issues and on wade and the environment, and ‘urged
continued work on standards harmonization.. The ‘Task Force also advocated greater
oppormmncs for busmess Ieader involvement in APEC’s ongoing devclopment.

2 Chau‘cd by Maarice Grecnbero ‘chairman of -American International Group, clcvcn
members of the ACTPN served on the APEC Task Force. Under the ACTPN’s new chair,
Mayor Susan Hammer, the work of the APEC Task Force has been delegated to a sixteen-
member task force on Asia Pacific issues, chaired by W L. Lyons Brown Ir., chairman of
Brown-Forman Corporauon : S
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_ . While recocmzmg APEC s potermal for work on these issues and its imporanes ig
creating momenwum Oward completicn of the Uruguay Round negotiations, the Task Force

cautioned against “burdening APEC's potential with unrealistic expectations.” The Task Force

urged a “balanced aporoach“ to APEC and cautioned against secing APEC as a substitute for -

bilateral or subregional consultations or organizations. Instead, -the Task Force viewed APEC

s a potential, sugolement or comm[cmgm 0 other U.S. efforts to expand: economic and

commcrr:ia! ties in the region.

Many of the Task Force’s rﬂcommeadanons bore fruit during the 199; Scattlu meeting,

The Committee on [tade and lavestment (CTI) became a permarnent arm of the APEC structure
" and has worked in this intervening year to develop 2 non-bmdmo investment code for APEC. -

In addition, the CTI work program has led to improvercnts in the availability of customs
information among APEC members and development of ‘both an APEC tariff manual and an
on-line database of current APEC tariff rates (scheduled for testing early next year).
Leaders created the Pacific Busmess Forum (PBF) as a wvehicle for providing regional pnvate,
" sector input to the APEC process.® The various working groups have moved ahead on such
practical tsks as surveying. the state of telecommumcauons infraswuctuce in the region and
cstabhshmg; electronic data mterchanoe among telecommunications companies within APEC

Introduction

~ As the United. States prepares for the 1994 APEC meetings in Bogor next month, the
ACTPN believed it appropnatc to review the prospects for APEC again and: to consider them
"in the larger context of overali U S. econormc Ob}CCﬂVES in the Asia Pacxhc
In many signiﬁcam ways, the ACTPN’S advice this year is similar to last year. The
ACTPN centinues to believe that closer economic ties to the Asia Pacific are in the best interest
- of U.S. consumers, workers, and employers. Through its various work programs APEC is
emerging- 4s an 1mportant forum for the nurturing of these eéconomic relationships.. Through

APEC's werkmg groups,. representanves of diverse economic and political systems are workmc -

together, trying 1o resolve issues which impede the free ﬂow of goods, servxces technology and
- capttal among APEC economies, :

APEC can be an important clerneuc of mulalateral efforts by the United Sr.ares to achxeve
‘its objectives in Asia. However, thc ACTPN again cautions against “burdening APEC’s
potential with unrealistic expectations.” The ACTPN belicves that APEC is ready to make

measurable progress on specific issues thar will liberalize tade in.the region, bur it cautions

* The Pacific Business Forum is composed of two private sector members, one large and
one small or medium size entity, from each APEC economy. The U.S. representatives are
Les McCraw, ‘Chairman and CEO of Fluor Corporation, and John Hendricks, Chairman and

. . CEO of Discovery Communications. The PBF was co-chaired by Mc. McCraw and the -

small business representative from Indonesia. The PBF report was presem:ed to Pres;dem '
Soeharto of Indonesia; 1994 Chairman of APEC, on October 15. . .
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‘strongly against an aeenda whxch rmght suggest that-APEC can byoass these buil drv‘ 10<:k‘
~issues and ji Jimp immediately into wide- rangmg free trade, dlscussxons ‘

W}zar the U.S. S}zould Be. Seekmo in the Asza Paczﬁc

Dyn.vmc Asia Pacific prlvatc sectors are thc engines producing spa.cmcular VI'OVV th tates
in the region.. Yer, many foreign companies encountér frustratingly uneven commercial
environments in APEC markats which discourage trade and investment. A complex patchwork

of national barriers limits the. abilicy of compamcs 1o move goods services, tﬁcnnoiaay, and
capital within the reclon :

In thc‘ Asié. Pacific, as elsewhere. the U.S. objective must be to advance U.S. trade and
economic inéerests and to ensure, that any trade agreements move all economies in the region
toward the “ideal” of free rade. As a strong supporter of opén markets, the ACTPN Supports

"a.process that brings U.S. companies and workers closer to the day, when trade barriers in the

Asia Pacific are ramoved. They can then focus on producing the goods and services at which

" they excel and selling them in APEC markets without having to devote resources to penetrating

government—tmposed or, governmen(-to tolerated trade barriers.

In the Asxa Pacific, as e sewherc the United States. should use every available means to
pursue the elements of free wade and to atain the free flow of goods, services, technology, and
capital.  These means should include mu Itilateral, regional, .sub-regional, and bilateral
negotiations on issues such as tariff and non-tariff barriers, investor rights, govcmmén‘:
procurement, non-discriminatory tax trearment, regilatory transpareéncy, technology wansfer
requiremeats, government intervention in imposing market limitations, and intellectual property
protections. The United States should also support and wtilize available dispute resolution °
mechanisms at the regional level and through the proposed WTO. As a last resort, the Umted
States also retains the opuon of actions under its trade laws. ' ’

Aoreemems betwecn the United States and one or more APEC member economies on
voluntary codes or statements of.principle on issues such as investment rights can also be a. .

. useful tool for makmg progress toward liberalized rrade in goods, services, technology, and

capial. ‘However, the U.S. government should not acquiesce to statements of principle orto
voluntary codes if doing so will have the effect of lowering U.S., GATT, or OECD standards.

" The United- States must constantly seck 1o move the ball forward ‘and rebuff efforts by other

countries to consider such voluatary code’s or statements as ceilings rather than floors for future
negotations. NAFTA and the Uruguay Round agreements should be the starting point for
furcher U.s. ma:ket—opcmna initiatives in, Asia and. elsewhere.

The devclopment of cooperative - workmg relauonshxps and connnued progrcss on

' llbcrahzmg trade in the Asia Pacific may provide the United States with opportunities to advance

its. goals on evolving issues such as worker rights and the environment through APEC. A
number of APEC member countries have already engaged in discussions with the Administration
on worker rights as part of the GSP process. Current commercial practices in the region with

‘respect to fisheries, tzmber zmd trade in endancered species raise envwonmcntal issues that could

-
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bcnem from regzonal attention. Proorcss on these and o:her Issues wil broadcn domesic U.S.
SUpport for future trade mztxau»es :

The array of avazlab e 1w00ls and the ooponumues for reachmcr ‘mucally bcneﬂcml
' arrangemenis with one or mote APEC trading parters arc plentiful. The U.S. should be aking

advanuage of the cooperative azmospncrc fostered by APEC s:development to address 1ssues of
pamc:ular concern to the U.S. private sector.

Suc «.ssful bilateral negoriations on investment treaties (BITs) and inteliectual property
(IP) agreements. with ore or more. APEC pariners who are prepared to comply with established
BIT and [P standards would make z significant contribution 1o U.S. private sectar efforts to
develop a meaningful presence in these markets and would lay the precedent for similar future
agreements. Similarly, accession by other APEC members 1o NAFTA or possibly elements

- thereof, could build on existing agreements and form thc foundation for iarer broader regional
or sub—rcclosnal accords )

The diversity of U.S. interests;and the diversity of the Asia Pacific economies demand’
a flexible. multifaceted approach if the United States and the other APEC members are to make
useful progress toward improving the atmosphere for rade, business, and investment in the Asia
Pacitic. The ACTPN urges the U.S. government to use the upcoming mesting in Bogor as an
opportunity to reiterate the-U.S. commitment (o the region and to make clear its unambiguous :
intention to rmove forward on rnany fronrs to advance both murual and domestic interests in the.
.year ahead ‘

Finally, the ACTPN urges the United States to encourage President Soeharto, the host
for the 1994 Leaders Meeting, to ensure that all leaders of APEC methbers, including Taiwan .
and Hong Kong, are ablé to participate in this important meeting. APEC’s ultimate success
depends on the participation and commirment of all APEC leaders. Taiwan, -for example, is the
thirteenth largest trading economy in the world and a major economic power in the region. It
- should not be relegated to a different pamcxpatory status in meetings among APEC Leaders. -

I?ze Role of APEC

In 1994, APEC has proved itsetf mcreasmcly capable of provxdmg 2 forum for producuve
discussion and progress on a relatively limited agenda. - When thcy meét in Bogor next month,
the APEC Leaders should set clear, executable objectives for the next twenty-four months. The -.
ACTPN’s sug;gesuons for such-an aacnda are detaxlcd later in this repon

Over the next five years, APEC wi 1 coutinue to mature. Steady progress on dtscrcte ‘
tssues like that madé in 1994 will further increase regional confidence in its efforts. However,
APEC is not sufficiendy developed tobe the ceatral element in U.S. economic policy in the Asia
Pacific. Nor is APEC’s two-year old secretariat yet capable of coordinating wide-ranging free
trade negouauons The burden of too ambitious an. effort on both APEC and its members could .
undermine the 1mporram work they are prepared to achieve, by diverting resources and
forestalling progress on important discrete or bilateral issues until all issues are resolved in a
comprehensive agreement. |
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We are unanimous in our belicf that the _establ 1shmcnt and achievement of short term
goals for APEC is essental to making progrsss toward long-term free wade objectives, The
work conducted in the various APEC working groups and committees should complement the
efforts already underway in other multilateral, regional, or subregional forums. APEC priorities

should be determined by the level of strategic beneﬁt businesses and workars in the region would
derive from APEC-wide agreements on the issues chosen. Such agreements should lay the
‘groundwork to ensure that market integration in APEC procesds in a manner that adv-ancég the
interests of U.S. consumers, workers, and businesses. We are.convinced that-the momentum
: ﬂowmc from these efforts will spill ever into other problem areas, making additional agreements

more feasivle. Ina very few years. :‘us nerwork of agreements can become the foundation for’
recxonal free wade, :

- This. bottom-up approach will do more i promote the emergence of a stable, prcdicra'blé ;
and transparent APEC commercial environment than any other agenda APEC could pursue. The
distant goal of achxevmc free trade in the APEC region by the year 2020 proposed by the :
Eminent Persons Group (EPG) or by 2002 and 2010 as proposed by the PBF is commendable.
However, we in the American prwate sector seek action today .to improve the environment
within which all companies-do business throughout the Asia Pacific. Unless APEC demonsirates

_the will to immediately and consistently attack key trade and investment barriers, it will lose
private sector support and the goal of free wade in the APEC region wm recede OnIo ever.more
distant horizons.

' ‘We worry that APEC’s real progress may bog down if governments seek quxck 18«51:
common denominator approaches in the discussions of issues-affecting regulation, investment,
intellectual property, workers rights, and the protection of the environment. Such an outcome
would dampen if not paralyze the movement toward more open markets. Thus, working groups’
in-these areas should not produce heavily brokered documents which then harden into cant. The
United States must constantly seek to move the ball forward and deter efforts by other countries
to consider volumary codes or statemnents as ceilings rather than floors for future negotiations.
The United States must ensure that the work of these groups conrinues evolving toward an APEC.
eqvironment where governments encourage rather than stymic the easy movement of goods,
services, techinology, and capn:al in their efmrzs to promote increased employrncnt and better

living standards for their citizens.

This bottom-up approach also gives ma;or APEC countries with whom the United States
has important outstanding bilatera! issues the opportunity to demorstrate their commitment to
free trade by agreeing to and implementing . specific markct-opening measures. Such a
demonstration, will be essential if future efforts toward broader wade liberalization acreements .
in the region are to win the suppor: of Convrcss or the U.S. private sector.
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A T wo~Year 4oenda for APEC

" In arder to continue the process of bmldm« confidence wuhm APEC and simu t.neously
to advance, concrete U.S. economic interests, the ACTPN recommends 2 tweaty-four month
work program that tackles thres types of projects. APEC should firse build on work already
under way in its working groups and the subcommittees of the Comminee on Trade &
Investment (CTT). Second, APEC should begin tackling the unfinished business of the Uriguay

" Round. Third, APEC should estblish timetables tor progress ‘on new issues, including

accelerating the implementation of some Uruguay Round comrmtmants

- Such an agenda buuds predominantly on efforts which the Umted States and its APEC

" parwners have already undermken either through existing APEC working groups or through the

Uruguay Round negotiations and thus should neither burden-APEC unduly nor helghten undue
concern about 2 U.S.—centered agenda among our APEC pa:mers

L ~Buz‘ldmg on Exz'stz’ng APEC Pro_]ects
Dunng their meeting ext monr.h the Leaders should du'ect that’ specific measurable
progress be made in at least three current agenda areas, invesment, murual recognition’

agreements (MRAs), and customs, bv the ume of .the ncxt Leaders meeting tn Tnicyo in
chember of 199s. .

A: . Investment Prirzci les

The climate for investment within the APEC region is not always conducive to foreign

" or éven dorestic companies sesking to establish operations throughou: the Asia Pacific. -

Creaung a more hospitable environment for i mvesxment was hxgh on the APEC Leaders’ agenda
last year and should rcmam 5. :

‘Today, foreign investors cannot be sure of gcmno natxonal treatment in every APEC
market. They can bé subjected to onerous performance requirements ‘which can frusirate .

~planned entries into particular markets. The work to date on a voluntary -code of investment

principles has increased undersrandmg among APEC members, and the AC’I’PN urges the
Administration to continue its ccrnmxtmcm (o this process.-

Potemial inveszors in the APEC region are often deterred by national cestrictions which
limit companies’ ability 1o bring capital, technology and jobs into some APEC economies. 'In

. addition, exporters to certain APEC economies confront not only high tariff barriers for key -

products but also a web of national regulations and.regulators in sectors ranging from-

distribution to telecommunications and from construction to software." Before they can penetratc

markets, compamcs often must navigate through complex building codes ‘and zoning laws,
opaque if not arbura:y health and safety regulations, burdensome fax laws. and anti-competitive
busmcss practices. )

We beslieve that all foreign. investors should have unqualified guarantees-that they will . -

enjoy national treatment in all APEC markets and that they will not be subject to performance
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requirements. The magmtude of infrastructure | investment required in Lhese markets is imme nse:
markets where such guarantecs exist. wz!l lurnately attract the lion's’ sha:= of forsign dirace
nvestment : : :

We also recovmzc the realities which om.n confront covcrnments se kma resaur\,es 0
accelerare growth and development. At any point in tme, it is very dmxcuh w fird
compromises between the seemmcly divergent interests of national governments, their domastic
industries, and the foreign investors seeking to enter their markets. However, governmenss
anxious to attract capital and technology often do not understand, let alone care. about the m{_-,
cf losing in the competition for foreign invesument. The private secior throughout the r rsgion

eeds to cducate these governments about its nebds in this ared.

APEC governments should accelerare che mo»emént toward a non-dise rmunatory set of
investment pnncxples by phasmcr out exce;mons to national treatment, performance requiremerts,
and qualifications to, other clemems in the current draft of the APEC non-binding investment

- principles. [f the Ministers come to consensus on the investment principles during their meeting

next month. we recomimend that they agree to seek the inclusion of such surset Ianguafrc In te
current investment principles document and that the final sunsct date be Dec°mber ,:l 199"

B: Mutu‘at Recag nition. A’greemenrs '

Market access and regulation cross paths in the area of scandards ccruficauon and testing
requirements. For example, national mandates for the prorecnon of consumer health and sa.fejr
affect trade and investment-in- pha.rmaceuucals food, cosmetics, beverage alcohol, and other
products which can command vast markets in the APEC region. ‘Similarly, national regulations
affecting different aspects of telecommunicarions, construction, automotive products,
distribution, professional services, and other séctors often’ present- insuperablc barriers to
companiés séeking to do business in many APEC rarkets. Oftcn these reqmremcnts serve as

. non-r.amf bamers o these markcts

One.means of imrodhcing a degree of order into the regulatory/market access arena is

.via MRAs. Simply put, an MRA marks a first steptoward harmonizing regulations -across the
'APEC region. .In an’ MRA; two or more countries agree 10 recognize the competence of

" regulatory authorities in the other(s) to assess whether a product conforms to the requxrcments _
“of their own national laws. :

" The MRA approach i3 currcm:lv being uscd bvl the Europcan Unionaas it seeks agreements
with its major tradxng partners on conformlry assessment in a number of different sectors. In
APEC, there is already imerest in pursuing an MRA -approach. The ACTPN believes that
efforts to conclude MRAs. in" APEC should be strengthened and given greater priority.
Companies throughout the APEC region can only benefit from agreements that will accelerate
the process of compliance with standards, certification, and: testing requirements. The ACTPN
recommends that the APEC Leaders endorse the MRA approach, as the Trade Ministers of the

" United States, Japan, Canada and the Europcan Umon did at thcxr recent Quadn lateral Meeting

in Cahforma.
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More specificaily, we recommend the establishment of teams which include tha
regulatery auticrites from each APEC country with a mandarte (0 negotiae a dl&..-‘*u. fumbar

- of APEC-wide sectoral MRAs by the end of 1996, The teams would work out issues inveiy: ing

the testing of products important w U.S. commaerce, such as pharmaczuticals, food and bevema
products, and othets. as weil as products of | Imporiance (© our APEC paru

C: - Customs

“The Customs working group kas atempted to improve Customs operzrions and f:
eniry procedures in APEC counmies. Among other imporiant taining efforts in the <
arana, the ACTPN applauds the upcoming November workshop which wiil tackle Cusiomis
in fighting wade in pirated and counterfeited goods. This workshop will be APEC 5

aciil
fa
AT

is
initial effort be followed bv simiiar APEC-wide enforcement seminars on the domestic aspesss
of IPR enforcement, such as specific traxmr::, for pohc e, prosecuiors, and judges.

I Unﬁnuked Umguay Round Work
A: F:zzzz:xczal Servgces |

~ Substantially improved {ra:kct access for financial services remains an important goal 73z
the: United States, particularly throughout the Asia Pacific. In 1993, APEC’s commitmens o
the Uruguay Round helped create zhc momentum to bring the Round. to conclusion. Similarl: Y,
direction from the Ministers or the Leaders to reach consensus on financial services in the shcrt-
term could provide needed impems for the exterded negotiations on financial services that will
take place in the six months following the entry into force of the Uruguay Round agreements.

B: Telecommunications

The Uruguay Round did not result in agresments on telecommunications market access,
which is now the subject of conrinuing negotiations. Some of our APEC parmers were resistant

to the idea of-access to basic thccommumcanons services ma:kets. p

Improved telecor'nmunica[ious are vital to the Asia Pacific’s economic growth and
development. Increased market access will provide greater incentives to investors and thus more
capital for infrastructure developmcnr and the growth of business. The United States should
encourage the opening of basic services markets overseas. APEC’s work to prcvlde models for
region-wide international value-added network secvices (IVANS) is constructive. Bilateral efforts
by the United States to. open enhanced services markers in certain Asian countries also has 2
beneficial effect. The United States should seek the cooperation of its APEC partaers in the
ongoing Uruguay Round negotiations and should encourage them o be forthcoming in opening

 their basic services markets to cumpeuuon

Finally, in addition to APEC cooperation on completing the Uruguay Round negotiations
oh basic telecommunications. we applaud efforts underway to begin an APEC dialogue on the
G obal Informanon Infrastructure. Such a dzalocue would mclude Lssues relating to

: ;
Y . . .. M
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infrastructure and technology as well as ‘issues relating to content. - Critical issues relating to
content include non-dxscrxmmatory access for prowdels protecucn of intellecrual property. and -

c. tcchnoloam‘d securuy safccuards

III: New Issues far APEC

A: ‘ ccelerarmg /Bg;ldmg on Um?uav Eound T.hscugsxgrz

. We zmdersmnd that there has been ac*e-’rnenc in principle among APEC councies to
provide educational and technical- assisiance to APEC counmy ofnmals implementing their
Umﬂuay Round commitments. - The ACTPN stronciy supports this endcavor ‘

1 Teriffs

Despite the movement toward significantly lower tariffs in the Umvuay Round, high
tariffs, well in excess of 20%, on ceruin wxdely traded goods still impede access to many APEC'
markets:  Such triffs can also be a.serious problem for investors in increasingly active
distribution sectors arourid the region. - Automotive products, food and agricultural products,
toys, candy, confectionery and beverage alcohol, -among other U.S. exports, face very high-
duties in several APEC markets. The ACTPN recommends that APEC move quickly to
negotiate major reductions in the tariff rates on these and other high-tariff items in 2 manner
consistent with GATT rules. The Leaders should direct the acmevement of results by the 1996 .
APEC Leadt-rs mcetmg

2. Inzeilecmal Property

+ Strong, umform mtellectual property protection in the Asia Pamfic isa crumal element
in Ihc competitiveness of U.S. industry and will contribute to the economic- development of all
APEC members. Currently, progress toward such- protecnons among key -APEC members is
-tenuous at best. For example, the Governrhent of Singapore is considering a draft patent bill .
which would reduce protection from current levels and take the level of patent protection and
enforcement below the standards mandated by the Uruguay Round TRIPs Agreement. In
addition, ASEAN economic ministers are considering the adoption of a commeod code on
" intellectual property protection, reportedly to present a common front. in future intellectual -
property negotiations with the United ‘States. Finally. the United States is éngaged in very
- intensive bilateral negotiations' with- the People’s Republic of China on the eaforcement of
copyrights, wademarks, and patents

These recent events, coupch with the obligarion of all APEC members to.implement their
Uruguay Round TRIPs commitments and the ongoing and cxpcczed U.S. bilateral negotiations
with a number of countries in'the region, make it imperative that the adequate and effective:
protccnon of mccllecrual propercy continue to be a prominent issue within APEC. '

The ACTPN welcomes the APEC decxswn to hold a symposmm in early 1995 on thc:
implementation of the TRIPs Agreement, which the ACTPN believes should focus on the
substantive standards of incellectual property protection, espemally those TRIPs prowgons such
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as Article 70(8). that must be implemented immediately by all WTO members. APEC should

- consider organizing other seminars and workshops that would bring together technical | specialists

who would fecus on specific intellectual property-related (e.g. patent, copyright; trademark)

“issues and the msucuuonal and leval mfrasr.rucmre needed to implement and Squort such srong

prone:cuon

n devewmng the APEC urooxam on intell eccual property, U S. omcmls must ensure thar
the seminars support the strongest standards of intellectual property protection and enforcement.
[n this regard, the ACTPN recalls the conclusion of its January 13, 1994 report on thé Uruguay
Round. thar the TRIPs Agreement would “at best...when fully y implemented in the year
2006...establish a floor for the worldwide' protection of ‘intellectual property.” The ACTPN

* went on to urge the United States to seek higher standards of inteilectual property pronect.on than

those found in TRIPs. The ACTPN reiterates this view in the APEC context. While in many
respects TRIPs provides hlgh standards of protection, it must not be used as the sole benchmark
in APEC discussions or in-bilateral intellectual property negotiations with counties in the Asia
Pacific. The ACTPN strongly believes that the United States should sesk more adequate levels
of protection than are found in the Uruguay Round TRIPs Agreement on several key issues,

some of which were outlined in the Report to Congress on'the Uruguay Round by the Industry
Functional Advisory Commirtee on Irzrellec‘ml Propercy Rzghrs for Trade Policy Marters (January.

- 10, 1994). - These include the prevention of sale of parallel imports if the holder of the valid
~ patent objecis (the *international exhaustion” issue);. protection for the remainder of the patent

life of certain producrs in countries that failed 1o pro\nde patent protection for those products -
under their old patent laws (the plpchne protection” issue); protection for’ biotechnology and
its products; full national weatment in copynght which.is particularly important to the audio-
visual industry; and further protccnon of trade secrets against third-party disclosure and of
propnetary registration’ information given I.O oovernments :

\.

Although the holdmg of seminars is laudablc and an important ste.p in promotmcx the

~ protection of intellectual ‘property rights, the United States should encourage APEC members -

to establish swrong court systems and administrative ‘organizations to enforce the various [PR
laws and regulations umformly conslstemly and fairly. '

Finally, the ACTPN notes that Lhe development of the broad U.S. consensus in support.
of adequate and effective intetlecrual. property protection over the course of the GATT, NAFTA,

"and the numerous bilateral negotiations both in the Asia Pacific and other regions resulted from

a close collaboration between the U.S. government and private sector. The ACTPN urges the
Unitéd States 1o use the expertise .on. intellectual property found among the members of the

ACTPN and within the other private sector advisory groups in the planning and, ‘where . ..
appropnate the unplemcntauon of the mthIectual property rclated activities of APEC.
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- : 3,' Aoriculturaf S&bﬂ'zz"ies .

. A major barrier to expansion of U. S agri cultural exports in the Asia-Pacific re sr.xorz is
‘the extensive use of subsidies- by countries outside the region to export products to APEC
member ‘countries, which has heavily distorted world trade in many such products. - The
Uruguay Round agreements pama‘ly address this issue by requiring some reductions in both ;
overall volurnes and atidays of agricultural export subsidies. However, significant subsidized
exports from countries outside the region to destinations within i it wilt continue throughout the
zmlemcnmmon period for the Uruguay Round agreements.

The creation of a trading environment in Lhe Asia Pacific that is largely frec of export
subsidies for exports ongmatmg from both inside and outside the region is high on the agenda
of U.S. agriculwural exporting industries. We recommend that an APEC working group bc
established to explore means of achieving this objectwe

4. Envfronment :

The ACTPN also. notes ongoing efforts at the workmc gmup and ministerial level wllh
. respect (o environmenral issues. APEC should foster discussion among regional government,
industry, and environmental groups so they can work together to identify environmental concerns |
and possible solutions to those problcms. Regional cooperation dn these important issues and
effocts to develop regional consensus in support of the GATT work program on the-evolying
issue’ of trade and environment would bea valuable conmbuuon © APEC and thc WTO.

" B Other New l\@es for APEC‘
1. Labor - .

The U.S. goveramet devoted substantial energy to i effort to establish a GATT
working party on the relationship between worker rights and trade from the opemnc of the
Uruguay Round until its conclusion. Because the controversy surrounding this issue has been
intense throughout APEC, establishing a dialogue within APEC -to ctaft an agenda on labor

issues could help to develop an important foundanon for U. S. efforts on worker nghts in :he
WTO :

A full airing of the different views on the relationship of worker issues to trade will
benefit workers and businesses, and will enhance APEC’s ability to contribute constructively to
the muitilateral discussion at the- W’I‘O ‘Initiating.a discussion within APEC of the relationship

_between worker, issues and trade and seeking to reach common understanding in the near furure
could hel p broadcn ,support for rrade hberahzanon efforts.

2. Automotive 'Praducrs

Because of the high value of the automotive products'sector and the extreme trade
‘imbalances which are being exacerbated by increasing capacity in-the region, a working
group on this sector should be consuiered to aveid continuing and escalating trade tnctxon
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resulting from a lack of reciprocal trade in the sector. This should not be seen as a substituce
for on-going negotiations between the United States and individual natiors. However, it
should eiente the sector to the level of nmpomnu it plays in-the overall economy among
‘most. APE( nations.

Con clusion

The ACTPN strongly supports trade zberahzanon in the dynamc Asia Pac1ﬁc region.
APEC is a vehicle that can be used 10 achieve trade liberalization and should continue to be
an impornt comporient of the President’s trade policy. However, APEC is a young
institution, and the Unired States should recognize its limitations. The President should _
* continue to vigorously pursue all means of achieving free trade with Asian nations, including
multilateral, régional, sub-regional, and bilateral negotiations. The issues are multitudinous
and complex, and APEC is not the forum for resolving all problems. -

For businesses, consumers, workers, local governments, and environmental groups to-
have confidence that APEC members are serious about the pursuit of “free trade,” there
" must be coricrete accomplishments in the short term. The ACTPN’s proposed two-year
. agenda is meant 1o provide guidance to the Presldem on constructive sieps toward thc xdeal
of free trade‘ :

We wish the Prcsmlent wcll in hxs mp next month ‘and stznd ready to assist hxm on
" these and other issues. )

oy
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~

The report criticizas the notion of a date certain for
achieving Zree trade in' the APEC region as keing too
cdistant to obtain improvement for the business environment
which is needed ‘today. I am unccmfortable with this
charactarization, q1Ven what appears to be-a strong
censansus now behind the ool;tlcal decisicn to move

ahead w*th this cca* among the APEC economies.

Wnile these and other objectives laid out for the two

. year agenda might be deSLrabLe from the point cf view
'of American business, I have serious ressrvations asott
their- practxcal;ty and 1=easzblllty

Thare is nore tc the APEC precess than sxnply *ealxzmng
short term U.S. commercial objectives. In fact, L

" would argue that few, if any, short term U.S ‘commerc‘al
'ob]ecglves are achievable at all in the APEC context.

We Americans must be extra careful to avoid loading up
the APEC agenda with activity that 51mply ‘cannot be
accomplished within a reasonable perlod of Lme..

More importantly, we must force ourselves to step back-
~and allow the host nations for each annual event to
assume the léad and responsibility for pushing the

APEC agenda forward. Were the recommendatlons of the
ACTPN draft, £or example, to be those of this 'year's
nost, President Suharto, we could wholeheartedly support
them: But, appearing as they do in a U.S. report, the
ACTPN may be -quite justlflably accused of pushing tco

. hard certain Amerxcan themes which will set off a counter
reaction that wlll lneVLtably occur ‘within cartain APEC

economies. .

I aporec;ate that the ACTPN is under conslderabla pressure
to produce a document soon for the Administration's
consideration.: However, I think it goes too far, too

. fast, a2nd could éo just what the report warns against by
“burﬁenlng APEC with upreallstlc expectat*cns.

Slnceve‘y
| /’( [ /
' MRG/mb

cc: Mr. -W.L. Lyons Brown, Jr.
Chairman and CEO :
Brown - Forman Corporatxcn
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Adwsory Comrmttee on Trade Policy and \eaonanons

Sr_uzmwr BY KATHRYN S. FULLER aND FRED KRUPP

i

If market mtevramon i Lhc Asxa Pacmc is to serve the long- term. nterests of
the United States and its trading partners, environmental and trade polictes ‘must be
integrated in support of sustainable development. The advice of the majority of the
ACTPN, as expressed in the foregoing pagcs of these Recommendztions on APEC
("the Report") fails to ke adequate account of this basic truth, and in some
instances appears to contradict it outright. In:the NAFTA context, U.S. negotiarors
were able to produce an agreement that for the first time recognized the vital links
berween trade and the environment. This accomplishment depended on vigorous U.S.
leadership throughout the negotiating process. ’Ihe majority portion of this Report
would leave U.S. negoriators withour advice to pursue environmental objectives with
equal vigor in the APEC arena. Desp1te recognizing the relevance of environmental
issues, and issuing 4 welcome call for "continuing progress on the environment” in
the Asia-Pacific, the ma;onty view does -not constitute a sufficient basxs for U. S

nezonanons in Lhe regxon and we decline to endocse it.

N

The majority view errs fundamenraily in omxttmz the goal of sustainable

dcvelopmem from its description of U:S. priorities in the Asia-Pacific, and in treating

the environment as an ancillary concern, capable of oppormmsnc advancement
through the APEC procass, but not to be integrated into the coré of U.S. negotiating

-objectives. This failure is difficult to understand in the face of U.S. international

obligations, of the bi-partisan policies adopted by. a succession of U.S.

‘administrations, and of the advice repeatedly rendered to the United Stares by a. wxde

variety of bodies; mcludmg the Eminent Persons. Group, the APEC cnvuonmcntal

- ministers ‘md experts, varjous. busmess groups. and the ACTPN itself.!

! U S. mtemanonai obligations to pursué sustamable development through appropriate trade-
environment links include those contained in the Rio Declararion on Environment and. ngeiogmen and
in Agenda 2{; the preamble to the dgreement Establishing the World Trade Organization, as well as the
Decision on Trade and Envirommens adopred eaclicr this year by the GATT CONTRACTING PARTIES
reenforce thase commitments. Regarding specific U.S. commitments in the APEC context, see, 2.2,
APEC Environmental Vision Starement (issued by APEC Mmsters Responsible for the Bavironment,
Vancouver, March 1994) (calling for *a sategic approach” to the trade-nvironment link in APEC,

_and stating, "We reaffirm the inseparable linkages berween environment [sic] protection and economic

growth to build an ‘enduring foundation for sustainable development in our region. . . . by integrating
enviranmicatal ‘considerations into relevant policy development and economic decusnons throughout the
region”); see alsg Framework of Principles for Inteerating Econorry and Environment in APEC (issued

- withr the forsgoing Vision Staremens). Regarding advice previously rendered to the United States, see,

¢.8., 4 Vision for APEC (Report:of the Eminent Persons Group to APEC Ministers, October 1993) at
pp. 46-47 (*The deed 1o mtegratc environmental considerations into broader economic polxcxea wasa
central theme at last year's Rio Earth Summit and is now widely accepted. Thus, the APEC members
should ensure that they are embarked on a course of sustainable development. .. . APEC members .
- S ' ‘ ‘ \ (continued...) .
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Tl‘e APEC process itself, although meriting the envuonmcnml criticisms
discussed below, has begun to lay the groundwork for a regional trade strategy that
fosters sustainable devclopmcnr Thus, our strong dlsappomtment with the rajority
view should not be read as purt dissatisfaction with APEC, or with the U S, anpmach
10 APEC negotiations. In particular, three of the ten APEC working groups have

-mandates covering a range of environmental questions, while at Ieast three others

cover topics where environmental issues should play a key role. \/Ioreover APEC
Leaders have dISCLISSu.d the environmenti! dimension of APEC relations. while thczr

. ministers have issued a clear call for APEC "to develop a'strategic approach, bacad
~ on sustainable development principles, for environment considerations to be fully

integrated mto the program of each APEC torking group ard. policy comrmttr:c "2

chcrthelcss APEC has so far produced little concrete prooress on
environmental issues, and has kept them tdo far sequestered from current trade talks.
The working groups have tended to focus on narrow questions of "technical
cooperation”, and, in the case of trade in timber, the absence of an appropriate
working group has assured APEC’s inattention. As noted in the majority report,
many of APEC’s environfental problems (such as the unsustainable depletion of
marine and torest resources, and trade in endanﬂercd species) telate directly to trade

‘( contmued) .
should make surc that their trade and environmental pohczes are murually remforcmg A

| Achieving the APEC Vision (Secand Report of the Eminent Persons Group, August 1994) at pp. 27-29

(noting endorsement by APEC ministers of EPG’s call for goa_l of sustainable development, urging

-APEC to make trade and eavironment “murually reinforcing®, and setting our several specific
-recommendations for implementing the trade-environment Iink) Environmental Policv Paper (draft -

issued by the Pacific Basin Economic Council, August 1994) (néting the importance .of liberalized trade -
to achieving sustainable development, and stating, “Trade and enviconmental policies can and should be.

- munally supportive™); A Business BZugznn: for APEC (Report of the Pacific Business Forum, October

1994) at pp. 23-24 (noting it is important “for economic development ix the region to occur on an

‘environmentally sustainable basis™). The {aternational Chamber of Cominerce has also endorsed. the

principle of sustinable development in its Business Charrer for Sustainable Development (ICC, April
1991). Regarding previous ACTPN advice,. see ACTPN NAFTA Report (September 1992) at pp. 81-83
(welcoming the "recogaition thar liberalized rade and envivonmental health cannot be scpamzed
advising that "environmental considerations must be addressed within the conrext of trade agresments,
both bilateral and multilateral,” and praising NAFTA’s commirment to “the principle of sustainable
development"): ACTPN Uringuay Round Renort (January 1994) (repcating NAFTA Reporr language and

urging U.S. made negonators 10 pursue appropnate cnvuom:ncnml reforms (o international trade rulcs} .

2 APEC Environmental V‘mm Statement (Vancouw.r March 1994}, see also Summary Action

. Plan for Integrating Environmenzal Considerarions.into APEC (APEC Envirooment Experts, August

1994) (sctting our a series of recommended actions for implementation by the ETI, the CTI, und eighe
of the APEC working groups. "to iritcgrate envuonmentai and smwnable dcvelopmem considerations -
into the work plan of APEC”). .

-2
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and ccmmcf"al practices in the region (including practices of the United Sianes)
Solutions to them not only will broaden domestic U.S. support for furure wade .

- initiatives, but are necessary if regional trade liberalization is to help corract market

and policy failures that today cause profound e'mromenu effecns

I‘he majority pomon of Lh1s Report not only Fails to admc. U.S. negotiatots to .

- address these important issues, it appears to recormend some specitic steps that

would be inconsistent with an environmentally respon51blc wade policy. For example,
the rer‘ommcndanon that the U.S. pursue the "absence of technology transfer
requirements”, if taken [iterally, is inconsistent with the recommendation Oy the

Eminent Persons Group that APEC mertibers explore tech-transfer policies, including

arrangements by which " more advanced members {¢an contribute] to the costs of
pollution control in less advanc:d parts of the region.”® ‘While unfair commercial

disadvantages to private compaaics should Be avoided, a regional tech-transfer policy .

that moves beyond pure reliance on market behavior could bring significant benefits
to the region, including through mutually agreed tech-transfer obligations (i.e.,

" "requirements”). Just as market integration in Europe (and, historically, in the Unired
 States) has benefired from pdlicies to transfer resourcss for the development of,

productive capacities,  s0-100 Louid prospcnty in the APEC regmn be enhnnc.d

The majomy w:w aIso rccommcnds that U.S. neoonamrs sec‘c to reduce
"barriers" to trade and investment posed by, inter alia, national health and safery
reaulauons While we agree on the need for increased transparency in regulatory
processes, and join-the calls for convergence of national standards through appropriate
mutual recognition agreements, health and safery regulations must not be treated as
"barriers to trade” unless they are unjustifiably discriminatory or are parent disguises

. for protectionism. Here again, we believe our views are consistent with the policies

and interests of the United Statcs and with advice prckusly randcrcd by the
CTPN ¢ ' :

In sum, we bchcve the majonr.y rcport would berter serve the mterests of the
Umtcd Stares if i I included the followmg recommendanons '

> The U. S should v1gorcusly pur<ue responsibly hberaltzed tradc in the Asia-
Pamﬁc through mtegmed trade and environmenta} pohcms that support

1 Ar;)uewng the APEC szmz (FPG Auzust 1954) at pp. "7-23

o4 Sew, g, ACT E_&{ Umguav Round Report (J:muary 1994) at pp. 108, 115 (adusmg thar trade
agreements sbculd not weaken health, safety, or environmenral laws, and rccommcndmg ‘U.S. policics

-t easure thac legitimare stmda:ds ara msulated from artack as barriers to tnde)

-3-
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. |  sustainable d'cveloprﬁcn':*

> APEC Leaders at Bogor should approvc the Vancouver APF'C Erzwronmenra/
Vision Starement, and the Framework of Principles for Integraring Economy
Aarzd Environment in APEC, and should take steps to ensure their
-implementation, including through the actions recommended by APEC .

. Environment Experts for fully. integrating environmental t.onsxd“ratlons mto the
- work of all APEC workmv groups and pohcy committees; J

»  APEC Leaders at Bocor should take public note of the urgency of

- environmental problems in the Asia-Pacific, and dedicate themsclves o
pursuing solutions to them as an indispensable part of market liberalization in
.the region; accordingly, the establishment of an APEC workm group on
timber f:rade should be considered;” : T

» In c[iscussicns of APEC investment rules and otherwise, the U.S. should
pursue policies designed to promote appropriate transters of technology from
the more advanced to the less developed members of APEC, including through
'rnutual tech-cransfer agre°mcnts and throuzh appropnare nanonal pchccs and

' > .U.S. negotiators shoutd pursue policies in A.PEC consxstcnt thh the complete

- right of APEC members to establish national and local health, safery, and
envi ronmental regulations so long ‘as they are not unjusufiably dxscnmmatory
or patently dism.used protecuomsm .

These recommendanons can (and shculd) be mplemented ina rhanner that
avoids "ovérbutdening"” the complex and delicate APEC process. Moreover, we -
believe they are fully consistent with promotmg the responsible penetration of U.S.
trade and investment in the Asia-Pacific, which we see as an Impormm means o helpy A‘
bring n‘nprovcd commercml prat.uccs ] Lhe rcgzon ‘

' ‘ Gm:rx their consistency with the express 003.15 of the U.S. pnvate Sector, the
exclusion of these recommendations from the majority view is especially .
disappointiig. The majority report was authored by.an ACTPN task force that (lld

not include a representative of the environmental comumunity, Desplte some input at.
the ACTPN staff level, final deliberations regarding its contents were reserved fo task

. force members, and the full ACTPN lacked time for a meamngful discussion the ,

" report text. We regret that under these circumstances a majonty report will now

~ issue that aapears to ignore the need—already rccognized by AFEC by the EPG, by

" the United States, and by the international community. c’e:ncra.lly----to fiberalize trade in
the Asia-Pacific through integrated policies that promote §usminable development. -

- . . . .,
N . - -
; . .
-
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e INTERNAHONAL UN N, UNITED AUTOMOBILE, AERGSFACE & AGRKULTURM iMPLEMENT WORKERS OF AMERICAw

. QWEN 7. &thE? PALSICENT o SILL CASST"VENS secazrm'awung;a

VICE PRESIOENTS -

CARCLYN FORREST « EANESTLOFTCN + STAN MARSHALL « STZ3WEN 2, YOKICH

i . IN REPLY B -5 TO -
. : 1757 N'STREST, W,
Octcber 19, 1994 WASHINGTCN, D.C. 20634

TELEPHONE: (202) 8284520
FAX 202) 2933457 -

. o TELEX 710322-1541

Mr. W. L. Lyons Brown, Jr., Chairman =
ACTPN Asia Pacific Task Force

Brown-Forman Corporation ™~ . .~ .

 Louisville, KY - : . . BYFAX: 502-774-6720
. Dear Mr. Brown: | |
. - 1 appreciate all the work you and the ather mambers of the Asia Pacific -
» Task Force have done on recommendations to ACTPN on APEC | 'do have

some dzssentl ng views [ want to share with you.  ~

The UAW beheves that setting a date certam for achlevmg the goal ef

an APEC "free trade” agreement would undermine serioils negotiations to

* reduce the tremendous trade imbalances that characterize the current trade
re(at:cmshlp between the U.S. and many, including thelargest, Asian
economies. While the Recommendations point out the limitations of such

~ "free trads" negotiations, these are not strong enough We.do not believe itis
possibie for such negotiations to fail'to distract attention from more pressing
bilateral and regional trade problems and needed solutions. We disagree with
the suggestion that a léss distant date certain would be a preferable targat. -
The Administration's apparent willingness to endorse such "free trade”
negouanons is- very troubhng

If the recent !’ustory of negottaﬂons with Asian countnes partxculady ‘
with Japan and China, shows anythmg* it is that talks betwaen countries with -
. different institutional and structural economic arrangements resultin©
- interminable dtsagreements about the meaning of "free trade”. It is our
‘experience, repeated again and again, that these discussions are fruitless;
yet, they have served to prevent the U.S. fram using the trade tools available

B - to defend the jobs and incomes of American workers fram injuricus trade-
P practices.. : .
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The mciusmn of recogmt ion of worker nghts in.the Rﬂcommercauons
among the issues that need to be addrassed within the APEC framewark
in any "free trade” discussions is welcome. - However,the absance of an
endorsement of the creation of an APEC working group on this subject -
mirrors the shortcomings of the GATT process to date. The
Recommendations call fcr making " contmumg progress” on worker ngf‘ts in
Asia, but they provide no cammitment to gaining the i incorparation of rutes .
governing warker rights and standards into the evotving APEC trade regime.
This must be an essential element of any tradse negotiations that will- receive .

~ the suopert of the UAW and the American labor movement '

ang- _

Cltis true, as s;ated in the Recommendatzons that advances in
achieving U.S.-goals in the reiationship between trade and worker’ nghta and
standards and the environment would broaden demestic support for trade
initiatives. However a more concrete, time-limited endorsement of the
progress that must occur in these areas to generate thai suppon is miss:rg
from the Recommendations.

Inthe rush to adopt "free trade”, insufficient consideration has béen
given 1o the positive role that governments play in ensuring that economic
. growth and devefopment is balanced, sustainable and equitably distributed.

- We cannot endorse the blanket opposition in the Recommendations to all
periormance reguirements and government intervention. In fact, the "~ .
enforcement of worker rights and standards, the. protection of the environment
and aven the protection'of property fights réquire government intervention. It -

“is unfair and unacceptable to limit the govemmems role only to the protecuon
of proparty nghts : :

Many of the issues that have been xden’uﬁed in APEC workmg groups
that are targeted by the Recommendations for early resoiution focus on .
investment issues rather than trade issues. This emphasis on mvestment m
negotiations in Asia indicates an interest by the American business -
. community in winning the right to sell in the region's markets without
~ necessarily dismantling trade barriers. This strategy serves the interests of
muttinational companies that can earn profits from Asian inves}tments but it
does riot have mare than a mmzma& and indirect beneﬂt for American workers

The current focus of the Amencan business commumty on mvestmem
issues caters to the preference of Asian governments that participation in their
gconomies come through investment: and focal production rather than imports.
This is consistent with the mercantilist strategies for development that have
been so popular and successful in the region. Such strategies are not
beneficial to the interests of American workers; the U.S. government should
not be reinforcing them by placing. too much emphasis on mvestment in the
regton by U.S. »based ftrms : Lo
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I wxsh to thank you and your s‘aﬁ for thenr efforts.i in responding 1o'the

~ concems we raised. We lcok farward to continuing to wark wsth the Tas&

Fcn.e on’its upccmmg aczwuzes
Sincerely, S
Owen Bieber - ‘
President ..

apeiudsd



v "Q So, do you expect any (progress)

MK Interview with TV Asahi
~ Monday, October 24...Room 203

~ MK:...some concern whether it is big enough...You have to give Prime Minister Muriyama,

Kono, Hashimoto deserve great credit, you have cut taxes, income taxes for three years. You
have not raised consumption taxes for three years. You have a ten year plan of public
investment. We credit that. We think that will help stimulate the Japanese economy. The

* third part that works for us is to open up various sectors of the Japanese economy that are -

critical in nature to foreign competitive goods and enterprises and services and substantially
increase access to these markets. In order to make sure that we build global growth, that we

. raise the standard of living over in Japan and around the world, Japan is the world’ s second

largest market of any country, the United States being the largest..Japan’s market aren’t as
open as most of the developed nations of the world, I mean we have done studies that have

_shown that. That doesn’t mean that Japan should be blamed, it doesn’t mean Japan should”

be in anyway ashamed of that. It means we need to make progress. That is what the
Framework is all about We try to make progress, open markets, to stimulate the Japanese
economy, the U.S. to take responsibility to lower our budget deficit, to invest in education.

: Both of which the President has done so that we have a mutual responsibility for global
~ growth. Both of us. We're in a special position as the two greatest ecoriomic powers on
. earth and so we 1ook to work with our Japanese friends and allies, not only in the polmcal

area whlch we do constantly but the economic area as well :

. MK: Yes I do In fact the mcome taxes cuts of three years and the delay of the consumptron o

- tax, help conduct .help opemng these sectors of glass, insurance and medical technology and L
< telecommumcamns ‘with Nippon Telephone and Telegraph for cellular -agreement and -

- “coristruction agreement in' government procurement will surely make a dxfference 1 thmk
. 1mplementat10r of the Uruguay Round will make a differénce. I think what we can do

together at the APEC forum is fake steps toward breaking down barriers to trade, ‘making the o

~ rules fair for everyone, Japan as well as the United States, as well as all of Sur allies, are

© great steps forward. ' Doing what we want to do, raising standards of hvmg, not only in our o
. - countries.but around the world. We’re given an’ enorrnous challenge and 1 beheve workmg E
o together we can meet 1t and we mtend to do so. A . S an

\__'

Q What about Presxdent Chnton s .

MK It's a step forward not the last step, the ﬁrst major step forward in terms of the N
‘Framework. It didn’t solve all of our problems, no single trade agreement will. T rade is a -

process, an ongoing process, you need to continue to work to make sure that we increase
trade and that we grow in our confidence, so therefore this is step number one. We are"
going to have to take, it is our obligation to take more steps to make our best effort and I

“know our job for the United States is to make those efforts on a bilateral basis or a regional
basis-or a mulu-level basm whichever is more approprrate



- Q Do you thmk the Iapanese Bureaucrats are more B ;‘ -

Q: So your s:ayuu7 we have a long way to go..

MK: We have a Ionc way to go, but let me go back here for this question because it is 0ood

These are not ambiguous agreements. The whole idea, and I really have great praise for
- Ministers Kono and Hashimoto is to make these agreements tangible and concrete.

. Q: How so...

' MK Not numerical pardons, not manage trade but make them speelﬁe so that we can carry

them out without frustrating each other, without being angry, without three or four years
from now looking back and saying I wish we’d been more specific and more concrete and
more results oriented. We accomplished that and for that I think the. Iapanese people should

be very proud of thetr negottators both the rmmsters and the officials.
Q: And st111 there wrll be more negotiations. . s thrs unusual..
: MK ‘When we where unable to reach an agreement back in February I stayed up all. mght I

" have had all night negotiating séssions over the Uruguay Round and the North American -
Free Trade Agreement.over government procurement ratings in Europe which is the largest -

of procurement agreements in world history. -I don’t think it is unusual. No negotrauon ever

~ affords too much time. Negotiators, and I am one of them, will go down to the last morment
in order to make sure that their goal is our cause to the best extent p0531b1e Since I'm not -
‘ ne1ther surpnsed by it nor should be concemed about it that is Just the nature of negot1at10ns

“4' .

o MK You use the word bureaucrats I want to call them Japanese ofﬁcrals 1 have great -
- -respect for ‘M. H1ash1 ‘and others:. They. work with Ambassador Barshevsky and my staff
~"and others here on this floor and I think they have miade great progress. They should be

- admired for the hardwork and dthgence of the effort they put in. ' But, there are times in - S
. negotiations among two great countries that politics have to come in to it. . Political decision," o

in the vast sense of the word, have to be made. Only rmmsters who are respon51ble directly .

- to the people of'in our ‘the pre31dent can do. that. So this is not any criticism of individuals, I
~ would never do that. It is really just a recognmon that there times when negotratxons have to
" go to the ministerial realm in order to be a pohtreal loyalty if you understand me. Not a
' partial pohtrcal decision but a polmcal decision made with best interest of all our people in'
' the United- States or ]apan is made. That is what happens in thrs case and toek place in these
negotlatrons It happens in other eases as weH : :

Q Have you found that Japanese atntudes

'MK: One thmnr that I don’ t do is eomment on the internal pohcy and attrtudes of any

government. I think that would be inappropriate. I have enjoyed working with each of the

" 'Japanese governments since we have been in office. I have made a number of personal

friends. I look forward to continuing to work with the Prime Minister Hashimoto,

" Muriyama and Kono as we try to work together and make sure we have good commerce and .



pre.

to make sure we make the rules fair. To make sure that we break down trade barriers, that

- we raise standards.  That is what we should be working on. My goals are the same on

behalf of the American people and the President of the United States no matter who is my
opposite number. But, I can that each of these people representing Japan have Japan’s best *
interest at heart. They have done a marvelous job and I have nothing but great respect for

‘ them. .

Q You don tcnhcrze them

MK: No, I do not crmcme anyone personally We are all trying to do our jobs. I am sure

~ that you will believe that there are times when I am not correct. I can’t remember a time,
~ but I'm sure there must be sometime. I'm just kidding. -But, the fact is that negotiations are .

serious issues and complicated and some of these talks have gone on for a large number of
years. It is very difficult to unravel: Each person beginning fifteen to sixteen months ago,
even longer eigliteen to twenty months ago, has represented Japan in the best sense of that §
word. I have nothing but total respect for them. :

Q Japanese strl] have s0 many regulatlons

. MK: We behevr of course in takmg regulattons out of the economy, allowmg to market
+themselves properly, giving people the sense that they can be creative and innovative and -
" compete without the heavy hand of government holding them back. This is not only mternal v
. for a country but external as well. Now, this is something Japan, we of course will work -
o erth Japan and we would like to see the economy deregulated and adnumstmtwely as other -
- wise make the riles with less force to make sure that we can ‘with other part of competrtwe o
Co provrders can penetrate the market’ not just because we ‘need to grow. Now, obviously that is:. -
" the point that I am trying to break. Japanese workers are the second htghest paid workers in 13 N
. the entire world. " Yet, your standard of living is not as high as some other developed S
ol _fcountnes because the cost of hvmg is so high. Now why the cost of hvmg is so high, it 15 :
" high because: you have less competition in particular areas.” Now, if you let in foreign =~ *
f‘.compettttve products you'll lower the cost of goods and thus raise the standard of living. .
- You would do something very mteresung, the Japanese companies faced with new
' - competition in their home market would be even more compehttve and irinovative than ever ‘
~* before and therefore would do better in foreign markets.- So, ‘everyone would win. Trade is
. not a zero sum game. In other words, if there is a wiriner there doesn’t have to necessarily

be aloser. You.can have both sides wm and somenmes both sides lose. But, what we

- would like to- do, of course, is have both s1des win. That is in our mterest and Japans
‘interest as well. : r . .

Q: Is it true Jap‘mese ofﬁcxals

MK: I thmk Jap.anese ofﬁc1al do 1 thmk they get the wrong recogrutton O'rr the one hand-

they want to keep their regulauon It is very. difficult to break old habits, whether that be
~Japan or the United States. It is a challenge and a challenge we need to undertake.” I'm not

' ’ dtscouraged at all: I don’t believe you can accomphsh everythmg you want to accomphsh in .
- one day, one week one month one year or even one term of ofﬁce We have to continue to



L Q The acreements between the two govemments

move forward. We’ve made great progress. We have had: more agreements with Japan in
trade over the last fifteen months than any time in US - Japan history by far. We need to

* keep moving in that direction. As we continue to build agreements we will continue to build
-confidence between these countries. ‘American business people and other foreign competitors
business people will say that we can invest in the Japanese business market and be treated
fair. Iapanese business people can will say that the atmosphere is better, we can expand 1f
we invest in both sides of the world -

' Q: So, you beheve everythrng is on the right course...

MK: We’'re going in the right direction. Is everything on the right course? No. We have
some areas where we need to make progress. In the auto parts area we have some difficult
challenges and the investment area and financial services and in wood and paper and
computers. We have some areas where we need to make some progress. But, that does not
‘'mean we should be discouraged. It took us fifteen months to get the agreements under the
framework that we just reached. However, along the way we agreed on glass and ‘
harmonizing chemical tariffs, we agreed on copper, we agreed on cellular telephones, we
agreed on apples, we agreed on government procurement construction. So, we agreed on
glass and insurance, medical technology and telecommunications. We have lots of
agreements including the frameworks that came within this period. So, I'm someone who -
“sees the glass half-full. I'm an optimist. As opposed to someone who sees the gla.ss half— _
' empty They are the pessmusts I thmk the optumsts are wmnzng nght now. - »

-

AA MK We agreed in good falth on the generals but not all the great detzul of each agreement

. . We have riot finished draftmg all the - actual documents as you can imagine. We ﬁmshed 2 ,: C

: 'Mabout forty-five minutes before the Ministers Kono and Hashimoto" had to' go catch an

' ‘airplane. In Tokyo today, they are working: on'the documeénts. . I have full conﬁdence that |

‘ we w111 reach ag reements on all detaﬂs necessary for these agreements I
t \Q How after these agreements |

o M'K.. We will continue even after the doeuments are 51gned We will have to momtor and R
A " work to enforce that we are correct for both sides. This does not end with just the 51gmng of :
La document We have to work together to make that it is 1mplemented correctly ‘

Q -AS far as the telegraph agreement
MK The 1mp1ernent1ng of the telephone and telegraph avreement wrll be a lettered _
agreement. So, there are some letters involved. But, the 51de letters that haven’t been made
public, no everythmg has been made public. There will be more details later made public
after the drafting process is completed and both sides have signed the document. But, we'
‘have no secret agreement in implementing framework talks that have not been revealed to the
press or the pubhc : : :



;

Q: The documents use words like achieve...

MK: In reference to the documents, to achieve significant progress in sales and act more
competitive in its services is the documents goal and that it reaches each sector. It is
important. It modifies all the main objectives and criteria. Therefore, it is also 1mportant to
review annually value and share. To make sure that we make progress in those areas is also
part of what we did. That is all part of being concrete and tangible and result-oriented.
That is to avoid the kind of frustration that we all have over past agreements, Some of it has
worked in the past, some didn’t. That isn’t to say that anyone is to blame. It is to say that
we have to do better in our future works and learn from our mistakes and learn from what
we did right. Take what we did right and replicate that or reproduce it in these acreements
in order to make progress. :

Q: And the J apaneser ..

MK We use those words, we all agreed to use those words. - -
T Q: On the document

o MK of course, on the document. We would have not srcned the Framework agreement if
‘we hadn’t. Let me say that this in the best mterest focus. No one wins and someone loses. -
Everybody wins wrth thrs acreement

Q Have you menuoned before that the future developments

Toh

| MK Well we H see We wﬂl soon as possrble begm drscussmn It is really broken mto
. _ three areas, auto agreernents ‘equipment auto parts which is the part from the factory and -
the after market and spare parts which are mstalled in Japan by a certxﬂed mechanic in a g

certified garage. T he United States are not any different as you know.! -The fact is that all

“three needs’ need to be addressed. Even though we are doing. better selling automobiles to Ll
..~ Japan it is on'a very small base. ‘The original eqmpment auto parts market, which is one the
o b1ggest in the world, over $120 billion dollars, - very few foreign competmve parts were as*
* for instance the US suppliers in this area have a large share of the world market. We almost
" no share of the Japanese market; none of course in the after market and spare parts where .. = -
there is a tremen«dous number of regulations that are nearly mdecrpherable Foreign -

competitive enterprise which keep US and other foreign competrtrve suppliers off the so-
called critical paits list. We need to work on all three areas. -I think that we made it clear

- that part of these discussions should be between our industries and not particularly subjeet to

government control or government direction. Part should be between the governments
themselves. 1 thmk that we are creating enough and dedlcatmg enough time to do that.

| 'Q: Do you have any expectanons

MK: I never have any expectatmns I _]\.lSt work ashard asa can and hope that we resolve

- the issue.



Q: Some people have satd (auto parts)

MK: No. I called them and they sent me two letters Just in case about volunteenno to move
between the two industries which may or may not be viewed next year in March 1995. I
discussed that with them but I never mentioned any numbers. I never mentioned any number
of years and I never negotiated with them, that would have been inappropriate on my part.

However, I did have a dtscuss1on with Minister Hashimoto and will continue to discuss it in
- the future. But, thisisa voluntary agreement. . Strictly voluntary between the two industries.

So I call the Japanese Automobile Manufacturers Association to respond to the letter, or two
letters they had sent me.. I did not call them initially’ or or1°1na§1y

Q: You beheve that the governmertt shouldn’t enforce

MK: We re not as we said not gomg to manage trade on all parties. Should the government
enforce its anti-trust or anti-competitive laws, yes they should. I think that everyone agrees
to that. Should the government get rid of unnecessary regulations that get in the way of -
increased trade and growing standards of living, yes the government should. Should the .
government be involved encouraging its prime industries to make progress in talks such as

~ these, yes I believe the government should be involved in that. There are ways for us to be
~ involved without dominating. We can be a partner of private industry, we can be the’
‘ catalyst for change. But, what we shouldn’t do is sit back and accept the situation we know

is not g,omﬂr to be helpful for government

o Q Would 1t be helpful to 51t down

. MK It wouId be very helpful but that i is up to them We have no way to enforce our issues <~
 at hand and engage in such dtscussmns But, we can encourage them because we hope when . -
- working w1th Japan as a partner and industry as a partner to say let’ s make 'markets. Let’s ' i’
. make sure these markets aré open.’ Make sure we undertake our responsrbﬂlty Make sure .

»].lwearebestefforttomoveforward e ol

| "Q Does 1t help 10 talk

. : MK It is better to speak of what I m mvotved in that is trade When you have agreements
under the Framework like we have been able to reach on one hand we. both took

responsibility and really geared to dictate the Frameworks. -We had goals, we had

vderegulatton measures and administrative measures to open markets-and we have objectwe «
- criteria and we agreed on what Framework would have. They entrust in the beginning that

there are priority sections. So we did not make enough progress in automobile parts, in
other areas we made tremendous progress. We need to keep going forward. We have the -

‘goals to have the markets opemng devices to try to determine whether we were successful in
. making progress in substantially increasing access to fore1gn goods and services. This 1s‘ A
critical as move towards building greater and greater confidence between Japan and the

United States and our trade and economic relations.  Qur polmcal and strategic relations have
never been strong. We need to make sure that our economic relations to grow now. '



Q: In the next years what is important...

" MK: Itis hard to tell. I would mention auto parts as one area. The preliminary is I

discussed earlier is paper, computers, wood. There are a number of areas to discuss. When
two such great powers are so interdependable and all the world 1eaders can not agree there -
will always be a number of changes.

Q Is thls unders tandmo

” MK I think your Mlmsters and officials understand how important this is. No one in this

range of responsibility in government is unaware how important this relationship is. I have

~appreciated the personal kindness of your Prime Ministers and especially your foreign

ministers and Minister Hashimoto who has been very helpful to me. I thmk we work well

tocether We neu=d to contmue to do SO.
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Adjustmenn

~Tariff Sch

' 3,ﬁ conducted

“;n ernatio
! an invesL:ga;icn with reapecr Lo th;s matter under sectxon 22‘cf
"5 the Act.,‘“ : . S ; : . s

3.

by the Dep

ats Release ' .~ Octcber 14,

- - - - - - -

ESTABTFSL'TAR FF- RATQ QLOT&S OW C”QTAIW WHZAT

TEE PRVSIDLNT OF TH E UNITED STATES OF . AM“RLCA

A PROCLAMATION

Act, as amended ("*the Act") (7 U.S.C. 62¢),

In accordance w1hh sectlon 22 c‘ the Agrlculfural

~the

.-Secretary of Agrlculture has advised me that he has rxeasén to.:
‘believe that wheat; "classified in heading 1001 of the Parmonlzed

edule of the United States (HTS), is being or is .

by the Department of Agrlculture

Based upon tha adtlce,_l dzrected the Unxte
nal-:Trade Commisgion “("tiw. Commiggion®) -to'i

1954

practically certain to be imported. into the United States under .
such conditions and in such quantities as to render or tend to.
" render ineffective, or materially interfere with, the price. -,
- support,. payment, and production adjustment prcgram fcr wheat

d Statea

nmtlate

. Baaed on the 1nvestigatlon and report “of. the .
Commisszon, I have determxned that certain articles of wheat:

artment of Agriculture. Further, I have det

ermined’

that the lmposztion of the tariff-rate quotas, as hereinafter-
is necessary in order that the -entry, or withdrawal

proclaimed,

from waréehouse for consumption, of such articles will not,
materially ‘interfere with the price support, payment, and’
production adjustment program for wheat conducted by ‘the

Department

States and

4,.
(19 U.S.C.

”, are belng imported ‘or are practically .certain to be imported TR

" into the United States under such conditiocns. and in such i
'quantities as to materially interfere with the price support
payment, ‘and production-adjustment’ program for wheat conducted’

of Agriculture. I have also determined that impcits

Canada.

ection 604 of the Trade Act of 1974 as ‘ame
2483), authorizes the President to embody i

HTS the substance of relevant provisions of that Act,

"Acts affec
thereunder.

ting import treatment, and of actzons taken

nded
n the

of wheat from Canada have increased algnlf;cantly as a result of
‘a substantial change in tbe wheat support programs of the Unlted

of other :
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NOW, TKEREFORE, I, WILLIAM J. CLINTON, President cf th
United States of America, acting under the authority vested
in me by the Constitution and the laws of the United States,
including but not limited to section 22 of the Agricultural

‘Adjustment Act, as amended, and section 604 of the Trade Act

of 1974, as amended, do proclaim that:

, (l) In erdér tc'establishvtariff~rate quotas on imports

of certain wheat, subchapter IV cf chaptexr 99 of the HTS is

modi flea .as set fortn in the Annex to this proclamatien.
more

(OVER)
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2) For durum wheat entared during a specified guora year,
other than qualifying coods cf Mexico or ssed wheal, the
aggregate quantity excseding 300,000,000 kilcgrams cut net
exceading 450,000,000 kilograms is subject te the in-qucta rate
of cL_y established in such Annex and the aggrecgate quantit Ly
excaec*ng 450,000,000 kilograms is subject tc the cver-quota
rate of duty establlsnea in such Annex. For other whazt and

‘meslin eatered curing a specified quota year, cther than
‘qualifying gocds of Maxics or white winter whaat the aggregate

23

‘quantity exceeding 1,030,0600,600 kilograms is subjec: to the
_cvev-cuora rate of duty esbablﬂshed Ln ‘the Annex.

(3);Tne modifications made by thls.prcc}amatlcn shall be
effective with respect to articlas entered, or withdrawn from

- warehouse for consumption, on or after September 12, 1994,

and before the close of Zepcamber 11, 19‘4, unless expressly.
susnendeg, modlfLed or -e*mln“ted S T

"IN WITNE Ss WHER”O 'I navo hereunto sat my hq“a uh‘S
thirteenth day of October; in'the year of -our Lord nineteen
hundred and n*nety ~-four, and cof the Independence cf the
United States of America the two hund*ed an&‘nlne;eeuth

TS

T Wil WwWw D oaa™ T
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OFFICE OF THE UNITED STATES
' TRADE REPRESENTATIVE
EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON
20506
o 94-53
FOR IMMEDIATE RELEASE « : CONTACT: ANNE LUZZATTO

MONDAY, OCTOBER 17, 199%4. : : DIANNE WILDMAN
: ‘ ~ KIRSTEN POWERS

JAMAL SIMMONS

{202) 395-3230

USTR Kantor Initiates Section 301 Investigation
of European Union Banana Import Regime

United States Trade Representative Michael Kantor today
initiated an investigation under Section 301 of the 1974 Trade
Act of European Union practices that discriminate against U.S.
banana marketing and distribution companies. -

Section 301 provides the means for bu51nesses and workers in

the United States to seek the aid of the government in gaining _

relief from unfair trade practices which burden or restrict U.S.
commerce.

Last mohth'Chlqulta Brands International, Inc.‘and the
Hawaiian Banana Industry Association filed a petltlon requestlng
a section 301 1nvest1gat10n. -

"Amerlcan banana marketxng companles should be . able to
compete on a fair basis in the European ‘market, just as European
firms: can here, " Kantor said. . ' ‘
Background

"In July; 1993, the European Union (EU) instituted an EU-wide

banana regime to replace the- discriminatory regimes many EU
‘member countries had maintained in favor. of banana 1mports from -

their former colonles 1n Africa and the Carlbbean.

Subsequently, five Latin American banana exportlng countries
brought and won a GATT dlspute settlement proceeding which found
that the EU banana import regime was discriminatory and GATT-
illegal. The five had previously successfully challenged the
national bananas regimes of certain EU members. However, the EU
blocked adcption of both panel reports.

This spring, the EU and four of these five Latin governments_’

-
13

1



signed a "Framework Agreement on Bananas", in which the four
governments settled their GATT cases against the EU in exchange”
for modifications in the EU banana import regime. Some of the
modifications agreed upon, however, permit the four Latin
governments to"impose, in a discriminatory manner, export quotas
and licenses on U.S. banana marketing and distribution companies.
Furthermore, the Framework Agreement did not ‘address the  import
licensing provisions of the July, 1993 EU-wide regime, which the

. petitioners allege are discriminatory and de51gned to malntaln

market share for certain European flrms.

Since the Framework Agreement has not yet been 1mplemented

‘the U.S. Trade Representative decided not to grant at this time .

the petitioners’ request to initiate section 301 investigations
of the practices of the four Latin American signatories to the
Framework Agreement. The Trade Representatlve has called upon
these governments to work with him in withdrawing from the

" Framework Agreement before its implementation and 'in seeking

reform of the EU’s banana policy. If any of these governments
implements the Framework Agreement or takes alternative steps
that appear to be unreasonable, ‘unjustifiable or dlscrlmlnatoryﬂ‘

' ‘against U.S. companies, the’ Trade Representative will
~exped1t10usly lnltlate an. 1nvest1gat10n of the practlces
' concerned .. : : .

- -30-




OFFICE OF THE UNITED STATES'
TRADE REPRESENTATIVE
- EXECUTIVE OFFICE OF THE PRESIDENT
WasHINGTON, D.C.

20506
o S S - 94-54
FOR IMMEDIATE RELEASE | ‘Contact:.  Anne Luzzatto’

- Wednesday, October 19, 1994 -+~ * Dianne Wildman

T '_'commltment to phase out textﬁe and apparel quotas under the Multifiber’ An‘anoement over
R ’:,'_ten year penod is connected to other nations’ .commitments to open thelr markets to U S
_textile and apparel products ‘Pakistan was one of the few textile expomng countnes that had:
- yet to make such a commitment. “Consequently,“ said Kantor, "this agreement is-a critical '/
e component of our efforts to ensure that everyone ;Jlays by the sa.me rules and 0pens theu: o
'.-marketstoourproducts" R T g R,

~ said Kantor, "and’ represents the first time in at least two decades that U.S. textiles and _
. clothing will be perrmtted mto Pakistan.- It isa v1ctory for Amencan texole and clothmc )
~workers : S R S -

AN " and 10 bind tariffs at aareed-upon levels ’I’he aoreement 1s tentat.we untll formally raufied
by Paklstan s c.abmet ~ - : PR

Kirsten Powers
. Jamal Simmons |
_(202) 395-3230 .

. i~_=

‘ Pakxstan Aorees to Open Its VIarket to U S Textﬂes and Apparel

U.S. T rade Representauve Mlckey Kantor announced today that the Umted States had -
reached a tentative agreement with the Government of Pakistan which would open Pakistani

markets ‘to U.S. exports of textiles and clothmg ”Thxs is a landmark agreement,"

', ﬂThe avreement reached in Brussels last week calls for Paklstan to réemove all prohlbmons

on the 1mportatton of ﬁbers yarns, fabncs home furnishings and clothing by July 1, 1995,

.....

S

. The acreement calls For Palostan to lower 1ts tanffs over a lO-year penod to levels o maher-‘ SRR

than 10%.for many key U.S.-made yarns;. '20% for many of our most competmve fabncs :

and carpets; 30% for many home furnishings, and 35% for apparel items. In addition, -

' Pakistan agreed to eliminate its prohibitions and duties on the export of raw. cotton Wthh

the U.S. textlle industry contends have resulted in. aruﬁcmlly low cotton prices in Palqstan

creating an unfair cornpeunve advantace for Paklstan s cotton spmners and weavers..



. insurance agreement today.

OFFICE OF THE UNITED STATES
TRADE REPRESENTATIVE
EXECUTIVE OFFICE OF THE PRESIDENT
- WASHINGTON
20506

_October ll,’l994

The‘Japanese Cabinet, aéiexpected,:apprcvedvthe text of the =
‘Based on this conflrmatlon,
Ambassador Kuriyama signed the agreement this- mornxng.

_ Please
-("flnd attatched a copy of the SLgned text. S - )



MEASURES BY THE GOVERNMENT OF THE UNITED STATES
- AND THE GOVERNMENT OF JAPAN
REGARDING INSURANCE

October 11 , 1994
Washington, D.C.

- As a result of consultanons under the Jomt Statemcnt on the Umted Statcs-lapan
" Framework for a New Economic Partnership regarding measures in the i insurance sector, the
" Government of the United States and the Government of Japan each has decxded to
' mplement the mcasures on msurance descnbed herein. » :

‘ chhaclKantor O S S
- United States Trade' B V. Ambassador of Iapan o
chrcscnmtzvc N ST , :
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- :RECOC’NmON 01= JAPANESE INSURANCE SECTOR REFORM

s lof prepanng for the reform of i msurance ‘'sector Iaws and regulatrons based on )
.4 _recommendations contained in a June 1992 Report by the Insurance Council," "
established under- Art1cle 8 of the Nanonal ‘Govérnment Orgamzatxons Law (Kokka
”‘:gyosez soshiki ho). The Leglslatrve Study Group under this Council dehberated on the
i i 7 legal aspects of the reform and, based on the Legxslanve Study Group Report the :
-Council subrmtted its report to the Mlmster of Finance in June, 1994.. ' The
. o Government of Iapan mtends to submrt such leglslanon to the Dret m 1995

Both Governments recogmze that the Government of Iapan currently is 1n the process .

;The Govemment of Japan has mforrned the Government of the Umted States that the .
R reform is being conducted based on the followmg three prmcrples contamed in the
SR 'Insurance Councrl’s recommendanons o .

PURPOSE AND GENERAL POLICIES ’

" The goals of the Framework are to deal with structural and seetoral issues in order

substantially to increase access and sales of competitive forergn goods and services -
through market-opening and macroeconomic measures; to increase investment; to-.
promote: international competitiveness; and to enhance bilateral economic cooperanon :

- ‘between the United States and Japan. To accomphsh these goals with respect to the ‘
~ insurance sector, this document, "Measures by the Government of Japan and the

Governraent of the United States’ Regardrng Insurance® (the "Measures"), has been.
adopted. It addresses reform of relevant governmem laws, regulations, and guidance

‘which have the effect of substantially impeding market access for competitive foreign .

goods and services, and significant improvement in market access for competmve

foreign i insurance provrders* and mtermedranes

Each Government reafﬁrms its comrmtments related to msurance in the Code of
Liberalization of Capital Movements and the Code of Current Invisible Operatrons

e adopted by the Orgamsatron for Econormc Cooperanon and Development

Each Government reafﬁrms rts commltment to the prmcxples of nauonal treatment and
* ' ‘most-favored-nation treatment, and its commitments related to insurance in the Final .

Act Embodymg the Results of the Uruguay Round of Mulnlateral Trade Negotxanons

‘ r - Promotmg cornpeutron and enhancmg efﬁcremy through deregulanon and

hberalrzatron, R

o In the Measures “"insurance provider" means ope who is licensed to engage in insurance < *:
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A)

(4)

| u ' ,All other measures wﬂl be mplemented expedmously, in advance of msurance 3

o TRANSPAREN CY 'AND PROCEDURAL PROTECTIONS

R "VA(l)jn“',Both Govemments we

L. the purpose of ensuring fairness and enhancmg transparency ‘'of administrative’’

- operations, and thereby contributing to the protection of the rights and weifare of

-~ . citizens, by, estabhshmg comumon procedures for drsposxtmns admmrstratrve guldanc
e 'ancl the processmg of ﬁlmgs , ,

'-Comprlauon Publrcau0n, and Standardxzauon of Measures of .General Apphcauon

rf"a.A . 'I‘ue Govemment of Iapan couﬁxms the followmg, pursuant to the APL

ii. Preserving soundness of business and

il Ensunng farmess and equxty in busmess operatrons

Unless otherw15e 3pec1ﬁed in the Measures ‘measures in Secuon IV below which are .
closely related to matters under consideration in connection with the Government of

~ Japan’s insurance sector reform efforts are to be implemented upon implementation of

insurance reform legislation. All measures in the Measures pertaining to domestic
legislative acnon are subject to, and do not prejudge dehberatxons by the Iapanese '
Diet. . .

N otwithstanding the above, the Government of Japan is prepared to implement the
- other measures in the Measures by admlmstratwe means, independently of i insurance '
: »reform legrslauon ‘ R

| i _Measures referencmg the Admrmstratrve Procedures Law ("APL ) (Gyosez :

' tetsuzuki ho) will be implemented according to the Government-wide schedule .
for implemeéntation of that law. The Government of Japan has explained to the . PR

- .. Government of the' United States that implementation of this law with respect L
C f to the msurance sector curreutly is expected by November 1994 ' '

-

: f sector reform legxslanon where possrble

me passag of the APL m the 128th Diet sessio

,".‘wuh
B regard to the provxsxon of msurance in Iapan S

’i..: . Standards relatmg to lxcensmg to pr0v1de msurance and approval of S
" -nmew products and rates wrll be compiled, publrshed and made available =~
to the pubhc unless it causes undue hmdrance to admmxstratxon

o u Admrmstrauve gurda.nce that is dehvered orally, upon request wru be
. dehvered in wntmg, unless it causes undue hmdrance to admrmstrauon



b,

a.

d.

iii. - When conducting the same type of administrative guidance ona" -
~ multiple number of persons with the same set of conditions and to
achieve the same administrative purpose, an administrative agency
_ should stipulate in advance, according to each case, the items which are -
common to those administrative guidances, and should make it public -
unless such publxcatlon causes undue hindrance to administration. -

Under i., ii., and iii. of (2)a above undue hmdrance to adrnmxstratxon is
_intended to be .used only in excepnonal c1rcumstances

3 - Harmomzatxon of State Regulatlon -

T akmg note of pnnelplcs of federahsm under the Umted States Consututlon

reeogmzxng that insurance has been regulated at the state government level

“since the beginning of insurance regulation in the United States, and further

recognizing the provmon of the McCarran-Ferguson Act that "[t]he business
of insurance . . . shall be subject to the laws of the several States," the

Government of the United States welcornes efforts by the National Assoc,'tauon o
- of Insurance Commissioners ("NAIC") to promote the harmonization of state

insurance regulation, through such steps as its Accredttahon Program and the
preparauon of model insurance laws. '

. l'he Government of the United States notes that under the Aecredxtanon o
L ngram the NAIC selects an independent team of auditors to, revrew the S
- comphance of states with the laws, regulauons and regulatory and -

orgamzatmnal pracnces contamed in the NAIC accreditation- standards The

team reports fo the-NAIC, which determmes whether a state qualifies for . .
T accredltatxon under the standards Currently, 37 states are accredxted by the e
'_NAIC through tlns program e KRy v

S .['he Government of the Umted States fotés that NAIC Model Laws are..
designed to facilitate legislative and regulatory action on common problems
* among the states and are- intended to save duphcatxon of effort on the partof - - - .
_-the states.  Some models are adopted by all or most of the states; so thereisa-
,hannomzmg effect. - Some models serve as guidelines which the states may - .
~ adopt, utilize or amend fo fit their individual needs. ‘Certain models have been
‘identified as being of such import that their adoption is necessary for states o g

be accredlted pursuant to NAIC ﬁnancml regulanon standards

. The Government of the Umted States ent:ourages the NAIC to contmue 1ts |

‘ efforts to work thh state governments on these programs a
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Developer’s Benefit

a.  "Developer’s benefit" means a benefit granted, for a certain period, to a~

developer of an original product, under which approval is not ngen to certain
products proposed by compentors

b. The Government of Japan conﬁrrns that a devclopcr s bcneﬁt currently does
not exxst in the non-life insurance sector in Iapan

c. The Govemment of Iapan will spcc:lfy the scope and penod of exclusxvxty
under the developer’s benefit, in the event that such benefit is introduced in
the future. "Scope" includes the standards for determining when a proposed

- product is sufficiently different from an existing product so as not to affect the
i developer s benefit apphcable to the emstmg product.

“ Admmxs:tranvc Appeals

oA i "The Govemment of Japan conﬁnns the- apphcablhty of the Admxmst:auvc

_ Appeals Inquiries Law ("AAIL") (Gyosei fufuku shinsa ho) and the :

. Administrative Case Litigation Law ("ACLL") (Gyosei jiken sosho ho) to all
: chsposmons (mcludmg approvals for a license to provide insurance and -

: «approvals of new products and rates) of general apphcatmn relating to the

- provision of insurance in Iapan A general descnptlon of AAIL and ACLL
'procedurcs is set forth in’ Appcndxx 1 :

b, f"On June 30 1994 the Iapan Faur 'I‘rade Comrmssmn ("IFTC") 1ssued o R

\ . Guidelines Regardmg Administrative Guidance. " These guidelines state thatan - .
R ?admlmstranve agency should not issue administrative guidance that mduces .'="~ EER
f 'f'.{conduct that is inconsistent with the Anu-Monopoly Act ("AMA"). ‘Any -

person that has’ recelvcd adrmmstrauve guidance may seek the views of the -

" TFTC as 'to whether the person’s. conduct proposed to be taken i in response to e

'.the admmxstraﬂve gu1dax1ce is. mconsmtent w1th the AMA

Advxsorv Groups

" When the Govemment of }apan estabhshes or regularly seeks recommendatxons

~ . from, in a manner indicative of a formal advisory role for, any council, association,

. committee, group or similar orgamzatxon with a purpose or function relating to the . .
~ provision of insurance, _which includes the pamcxpauon of members of the private

sector, the Government of Japan will strongly request the entity to allow inferested
foreign insurance provxders and intermediaries established in Japan, and associations

- or other organizations representing such compames to attend its meenngs and subrmt
- statements to itto the extent possxblc }
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' . (D Parfieipation in Industry Groups o | o

a. In Japan, foreign insurance providers can join all trade associations such as the
Life Insurance. Association, and. the non-life rating associations. Both o
-Governments welcome the fact that the Marine and Fire Insurance Association
of Japan amended its articles of i mcorporatxon in January 1994 SO as to enable
foreign insurance providers to join the Assocratron

b. The Govermnent of Japan conﬁrms that the Llfe Insurance Assomanon the -

~ Marine and Fire Insurance Association, the non-life rating associations and
other similar organizations accord foreign insurance providers and
intermediaries rights, privileges, and opportunities equal to those accorded to -
domestic firms subject to similar fees and other obligations, in accordance with .
the rules set by the orgamzatxons ‘Such rights, pnvﬂeges and opportunities .- -

include nghts privileges and opportumtxes regardmg represeutatlou and
' governance of the asso<:1at10ns

3) - Access to Insurance Regulatory Infonnanon

a. Wrth respect to the insurance system reform now in process the Insurance

. - ..+ Council has been hearing opinions of forelgn insurance providers, and the
.. . ‘lnsurance Department of the Ministry of Finance ("MOF") has been o
. S exchangmg views from time to txme with forelgn insurance provxders Lol e
ST b, The Government ef }apan wxll ensure r.hat forelgn as well as domestxc ConIo I
“or o4 07 insurance providers and intermediaries are accorded meamngful and farr
©- o7 e Copportunities to be informed of, comment on, and exchange views with S

- officials’ regardmg measures relanng to or affectmg the provxsmn of msurance SRS
' ﬂ'm Iapan ANt 4 ‘

,r\\.i .

e ,‘Wlth respect 0. regulatory changes in the msurance sector that the G’overnmentf?;." o
. of Japan may undertake from time to time followmg the completlon of the
‘tegulatory reform now in process, forelgn insurance provulers will be- -
o . accorded access to information by the Government of Japan ona natlonal R
. ... " . ireatment basis that affords farr competmve opportumtxes The followmg steps. L
e “,wxllfurtherthrsobjectrve o ‘ x

g "l‘he estabhshment by the MOF of a list of forelgn insurance prov1ders o
- aswell as orgamzatrons representing such providers, that have o
expressed an mterest in regular commumcauon

i Regular meetmgs with, and the prosnsron of advance mformatron to,
) providers or organizations on the list, to the extent that similar -
_ exchanges take place with domestic insurance providers and -
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organizations.

The Government of the United States will encourage foreign insurance
providers and their representative organizations to take advantage of the

B opportumtles for communication provxded by the MOF.

(9)  Procedural Protection for Nonﬁcanons and Apphcanons ;

a.

: ARecognizin'g that the Japanese courts ultimately may determine whether o
specific information is "secret" within the meaning of the National Public

Service Law (Kokka komuin ho) the Government.of Japan confirms that it
considers "secret” information to-include information in connection with
applications or notifications for insurance licenses, products, or rates that is
hot generally available to the public, and that such information is protected by

the duty of Government officials under that law not to disclose secret -
' mformauon except when they are legally reqmred to disclose it. -

' The Govemment of Japan conﬁrms that no lumt in law or in practxce exists -
- on the number of new license or product approval applications (mcludmg rate,
form, and othcr types of produet approval applications) that an insurance

provider may “submit at one time, and that no requirement or regulatory
practice restricts an insurance provider from submitting additional applications

‘based upon whether the Government of Japan has completed 1ts review of that ‘
_provxdcr s prekus apphcanons L ‘: : ,: LT e

o The Govemment of Japan conf'ums that an msurance prowder is not reqmred ‘
o coordmate its notifications or apphcatzons for 11censes or product or rate
. approvals or to consult regardmg such nonﬁcatxons or apphcanons ‘with any
" other insurance provu:lers industry associations, or other third parties that B
.. have, or whose. members have a competitive interest or potennal competmve ; T
. interest in such notifications or apphcatxons. ‘The Govemment of Japan notes
that, under current law, when an insurance provxder submits an application for
T a rate for a type of product for which a non-life rating association calculates
* rates (i.e., not including a specxal” rate), the Government of Japan may
' 'advxse the msurance provxder to mqmre thh the non-hfc ratmg assocxauon

v

, The Govemment of Japan conﬁrms that thc acceptance processmg, or’
. approval of a notification or apphcat10n for a license, product or rate may not -

be condmoned or delayed based on whether the insurance provider consults, or.
coordinates its notification or apphcanon with any other insurance provider,

- industry association, or other third parties that have, or whose mémbers have;
S a competitive interest or potential competmve interest in such notification or -

apphcatlon The Government of Japan notes that, under current law, when an
insurance provxder subrmts an apphcauon for a rate for a type of product for -




2 S which a non-life rating association calculates rates (i.e., not including a ‘
e "special” rate), the Government of Japan may adyise the insurance provider to
e nquu'e wzth the non-hfc ratmg association.

’ ’(10) Self—Regulatory Orgamzauons

a. fThe Govemment of Japan conﬁnns the fouowmg with regard to self~
©.regulatory organizations” in the insurance sector, including those described in

- the Legislative Study Group Report (such as the foc Insurance Assocxatlon
the Marine and Fire Association):

i Membership in such orgamzatlons is voluntary, and their operatxons are
- conducted in accordance with their respective association rules and by-

~ laws, and the Government of Japan wﬂl not delegate any authonty to .
~ such orgamzatxons

RS | T The purpose of snpulatmg m the proposed law provzsmns regardmg '
self-regulatory orgamzatxons is to clarify and make transparent the
- scope of their operations and theu' supervxsxon by the MOF under the
' proposed law. ‘ " S

BT A _The Report does not recommend that

.l K o o f S \ - " the lcglslanon dlICCt self-regulatory orgamzauons to conduct
S T ;»operatmns thatare mconfhct thh the AMA or- . T
- ’ thc legxslanon exempt or 1mmumze those self—regulatory

o ’;}. ergamzaﬂons from the AMA o

‘ | The Govemment of I apan is respectmg the above m formulatmg the bﬂl
R _to be subrmtted to the Dxet L S

Liv, o '.The gurdance, recommendatxons mvcsngatlon or research surveys .
" (chosa), and solution of complamts by such orgamzanons descnbed in
R ... 7 . the Report are advisory and/or voluntary Insurance providers may-
Yoo w07 . comply with or participate in such actions as a matter of choice, but
LT . . _may not be sanctioned by the orgamzauons du‘ectly or mdlrectly, for
~ . not complying or not participating. -However, it is noted that such .
organizations’ rules or by-laws may maintain the right to deny or
~ revoke membership, or take other less smngent measures, against.
" members that do not meet the orgamzauons ethxcal standards mdrcated
mthexrrulesorby-laws S 1 Do

- \}', ‘ The Government of Iapan. through the MOF as the responsxble



et
“
i

. a.

-+ while clanfymg the direction of reform. . 'Within the broader-context of thc '
* . reform, the specific purpose ‘of product and rate hberahzauon is to promoté "

' 'compcuuon and enhance efficiency among. insurance provxders for the benefit .-

- .- of Japanese consumers, allowing product dtffcrcnuauon and dtstnbutxon based

o ou the needs and demands of the pohcyholdcrs L

_ :Spet:tﬁcaliy, thc followmg measures arc to bc takcu thh thc schedulc e
< 4_dcscrtbed mc ' A Co RS , coe

. supervisory agency for the insurance sector, will strongly recommend
that such organizations’ activities be conducted in an open, non-
discriminatory, and tranisparent manner, and not unreasonably- impede
free business activities. In addition, the MOF will treat applications

~ and other requests by non-members no less favorably than apphcatlons |
or requests from mcmbers

The JFTC will continue to vigorously‘dea’l with violations of the AMA by
trade associations, including self-regulatory organizations, in all industries

including those in the i Insurance sector, and will continue to monitor their
chUVlthS :

: IV. DEREGULATION MEASURES
n Product and Rate Approval

~As rcgards the regulatron of i msurancc products and rates, although itis -

desirable from the users’ standpoint that less expensive and better products be

"prowded through promoting competition and enhancmg efficiency, it is also

necessary to maintain appropriate prudential measures such as to ensure a
stable supply of products, ensure fairness by an insurance provider among -
similarly-situated pohcyholders preserve the solvency of the industry, and

_ protect consumers and other clammnts agamst default fraud and deccpuon

o l'he Govcmmcnt of Japan has mformed the Governmeut of the Umted States ;L
* ‘that it intends to deregulate the’ Iapanese msurance system,. mcludmg :
" liberalization of the approval process for msurance products and rates in a

>tep-by-step manner, with approprtate phase—m measures where necessary

R The Government of Iapan wdl expedtte and 51mp11fy the apphcanon S ) ! s

‘review process for the approval of insurance products and rates, . -+
- through such'steps as reducing examination requrrements and time.
periods, introducing expedited approval review systems such as "file
and use" systems, and other possible steps. - Under the expedited
-approval system, when an insurance provider apphes for the approval . .
- of a product that is essentially the same as a product already approved = -



an expedited basis. Under the file and use system, the MOF will
o approve certain products as eligible for file and use. Subsequently, any
' company which the MOF has approved to write that product may
 introduce changes to the product on a file-and-use basis, i.e., the
company may file the product changes with the MOF and r.hen begin

using the changed product after a certain short tnne period unless -
_ d1sapproved : o

. - ' - for another insurance provider, the MOF will review the application on

ii.. With regard to rates for non-hfe insurance product.s the current system ‘
' includes fixed rates, banded rates, benchmark rates, and free- rates. A
The Government of Japan will expand the types of products or .
categories of risk for which benchmark or free rates are used, to the
extent possible consistent with appropriate: policyholder protection and

~ the fair- apphcanon of other appropnate and reasonable prudential
- measures. ‘

iii. A forexgn insurance prov1der will be perrmtted to use statmneal .and
other data collected outside of Japan to support its application for the
approval of a product in Japan, if deemed relevant by the regulatory

. authonty ona ease-by—case bams o

"~ iv. . The two Governments recogmze that the Insurance Councxl has - S
o recommended the introduction of a "notification system” for the re\qew -
_ R and approval or dxsapproval of i msurance rates and products for - it
., 7w . product lines or categories of risk for which problems are less likely'to
“o 7T s o017 arise from the viewpoint of policyholder protection.” The Government :
7 of Iapan intends to submit to the Diet a prOposal that 1mp1ements or -
"+ ‘allows for administrative implemeritation of, a notification system for .
) 'specxfic product lines or categones of risk.” If: the Diet allows for . -~ i, o
" administrative implementation of a ‘notification system the Govemment Lo
of Japan w111 mplement the nouﬁcanon system for speexﬁc eategones S
of nsk - : : SR

o c_‘;f.‘. ‘ Ihe 1mplementanon of the above measures w111 be as follows

Fxrst Stage Measures relatmg to b.i., ii., and iii. w111 be mplemented
before the unplementatxon of the insurance system reform -
leglslatxon and where possxble thhm 1994 For example

. -a file and usé system wxll be apphed to credlt card theft
and burglary msurance boxler msurance and maehmery
msuranee A .

A
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-data collected outside of Japan will be allowed to
support an application for approval of Iong-term
dtsabthty insurance products;

-the expedited approval system will be applied to the

approval of products essentxally the same as products
already approved

-benchmark rates will be apphed to earthquake rider
~ written on industrial fire insurance and free rates will be -

apphed to windstorm and flood rider written on industrial
fire insurance; and : !

-with respect to the special diseount rate applicable to the
large commercial risks of fire insurance, the minimum

- threshold amount will be decreased and the discount rate
will be sxgmﬁcantiy expanded

 Second Stage: = ' The nouﬁcatton system will be mtroduced upon -
' .+ implementation of the insurance system reform _
legislation. At this stage, notification will be apphed to-
 certain large commercial risks, including nsks regardmg
" hull, cargo, and aviation. As for lines that remain under -
the prior approval system, there will be further expansmn
of the scope of the file and .use system, further expa.nslon
. of benchmark rates and free rates, and cons1derat10n of .
~ the expanded use of comprehensive. pohcxes and
‘expedtent approva.l of specnﬁc requests Por example

'-the ﬁle and use system W111 be apphed to computer :_f o
Lo comprehensxve insurance, movable comprehensxve DA -i.f:~~:f;: o
e '. msurance and du'ectors and ofﬁcers ltabmty msurance

| -benchmark rates wﬂl be apphed to bankers blanket . 4‘ R,
,msurance ' SIS . . :

free rates wﬂl be apphed to t:ravellers cheek
( comprehenswe msurance S

-the MOF mtends to mtroduce the advxsory rate" system
. *.for 1arge commercxal fire insurance; and :

-the MOF mtends to decrease the minimum insured . |
amount of the large commercial fire insurance policies to ..

H
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| o (2) Ltcensmg of Insurance Provrders and Intennedrancs

which the deductibles rider can be attached and adjust the
relevant schedule accordingly.

v “Third and ": Application of the notification system will be expanded to other
' Subsequent  categories of risk, as deemed appropriate by the Government of -
Stages ~ Japan, including rent credit and other credit insurance, within a
‘ ' reasonable time after implementation of the insurance system
reform legislation. Following this, there will be further
deregulation of products and rates with respect to measures not -
covered above, as deemed appropriate by the Government of -
Japan, with no category of nsk necessarily excluded from
‘ possrble deregulatron :

d. ‘Wlth regard to mutual entry* of life and non-lrfe msurance compames into the
: "third sector,” the MOF intends not to allow such liberalization to be

implemented as long as a substantial portion of the life and non-life areas is .

not deregulated, taking into account the fact that depcndcncy of some medium

~ to small and foreign insurance providers on the third sector is high, and that
these medium to small and. foreign insurance providers have made the efforts

to serve the specifi ic needs of consumers in the third sector.  :Furthermore,

with respect to new or expanded introduction of products in the third sector, it
- is appropnate to avoid any radical change in the business environment, o
recogmzmg that such change should depend on medium to small and forergn :

. insurance providers first havmg sufficient opportumtres (i.e., a reasonable ~

; penod) to compete on equal terms in ma]or product categoncs in the life and

; ‘msured thc rates, forms, and dlsmbutlon of products

,‘/ . : o -"

o 'a.:'.“-l The Govemmcnt of Iapan conﬁrms that apphcatrons for hccnses to provrde |
S msurancc 'will be processcd pursuant to laws pertarmng to adnnmstratrve
o 'procedures mcludmg thc APL TR

B b - . The Govemment of I apan wr]l makc utmost efforts 6 st1pulatc thc standard ,
'~ -review period | concermng apphcatron for start-up 11censcs and mai(c it avarlable
o 'to the pubhc L :

* "Mutual entry means the abmty of hfe insurance compames to mtroducc exrstmg, new or

companies, and the ability of non-life insurance companies to introduce _existing, new or

- modified rates, products or nders in the thrrd scctor currently allowed to hfe msurance

compames

1

R . non-life sectors through the flexibility to differentiate,. ort thc basrs of the nsk ;{T.

modified rates, products, or riders in the third sector currently allowed to non-life insurance - * -



Upon the arrival of an application, the Government of Japan will begin review
without delay. t '

In the case of a dxsapproval the Government of Japan will make utmost efforts '
to provide the reasons for dxsapproval -

The Government of Iapan intends to, as a part of the insurance system reform
provide in laws or regulations the standards regarding start-up licenses, .
including the requirements regarding the applicant’s financial base and the
qualifications of its management, taking into account similar requxrements
apphcable to other f'mancxal sectors.

The Govemment of Japan notes that a foreign insurance provider is not

* required to introduce an insurance product not yet’offered in Japan as a
condmon for the approvai of an apphcauon to prov1de msuranee in Iapan

' Eecogmzmg pnnc:ples of federahsm the long hxstory of state regulatton of -
" insurance in the United States, and the McCarran:Ferguson Act; and noting the
" concerns of regulators who seek to further increase internationalization of their -
" insurance markets while addressmg prudennal concems the Government of the
Umted States \ : '

. ; .. | i. welcomes that the NAIC in 0ctober 1993 adopted a model law on the

" initial entry of non-U.S. insurance provzders w1thout their prior

E estabhshment in ‘another state, and the Govemment of the United States S

o “encourages the NAIC to continue and as appropnate mtens.tfy 1ts efforts
thh relevant state authontxes thh regard to thxs 1ssue' ;

i “ : would welcome comldemnou by the NAIC 1f appropnate of the 1ssue

. of the time penod for review of I1censmg appllcatxons ‘of insurance’

provxders ‘from the perspectwe that regulatory authorities should make |

" administrative decisions on completed apphcanons of msurance e
provxders thhm a reasonable tlme and SR

- m , weicomes efforts by the NAIC o 1 review thh the states the questlon of

cmzens}:up requtrements for the boards of directors of foreign insurance -

' provxders and the Government of the United States encourages the
NAIC to continue and as appropnate mtenmfy its efforts w1th relevant
state authontxes with regard to this 1ssue

12,
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The Government of Japan has raised with the Goucmment of the United States
its concern that different state regulations for foreign insurance providers on .
lines of products permitted, trusteed assets requirements, deposit requtrcments
remittance ceiling and reinsurance trust funds affect foreign insurance

:ptov1dersv ability to enter the insurance market of the United States.

'(3)  Insurance Brokers . . ' Co

It is the role of insurance brokers to try to help users to select insurance
products which best fit the users’ needs, servmg as intermediaries betwecn the
users and insurance prowders

''The Government. of Iapan expects that tbe mtroductxon of a brokerage system

will provide insurance consumers with objective advice on insurance products. -
The objcctwe of brokers differs from that of life and non-life insurance agents.
The Government of Japan expects the introduction of a brokerage system to
result in a diversification of dlstnbunon channels and the promotton of sales

- compemxon in thc Japanese insurance market

4 Accordmgly, upon the passage of nccessary Icgtslanon as part of the insurance

system reform, it will be possible for insurance brokers to establish and to

" . provide insurance in Japan, subject to the fair application of appropriate and
_ .,reasonable prudential measures, including those concerning the financial .

capabxltty of xndemmﬁcauon and the protnbmon of concurrent broker and

[

: ‘thh regard to the current legal structure concernmg thc provxston of T e
' insurance in Japan by the Ministry of Posts and Telecommumcauons ( M:p’r ) E
- the Govcrnmcnt of Japan conﬁrms that L i P

i ;'“ '_‘Such msurance is prov1ded pursuant to law mdepcndent of laws "

-~ governing the prOV131on of msurance by pnvate insurance prov1der§ in
., T"Japan | D | .

o o n Cun'ently, the law authonzcs the MP’I’ to offcr 11 basxc msurance

 products, and the MPT offers a total of 25 variations of these 11 basic .
_products. The law also authonzes the MPT to offer nders attached to
suchproducts S e P

_ iii:. - Approval from the Diet is’fequircd to A”cip‘énd or change the insurance

products or riders offered by the MPT except for limited alterations E
_ within the scope of the products or riders authorized in the law. .

P
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iv. The i insurance system reform now in process which addresses the
private sector, is separate from, and does not itself involve, amendment
of the law regarding provision of insurance by the MPT. Therefore,

~completion of the reform process itself will not lead to the expansion of
. the insurance products or riders whrch the MPT is authonzcd by the
' Dxet to offer : : : ‘

b.  The MP’I‘ w1II ensure that foreign insurance providers in Japan are accorded,
upon request, meaningful and fair opportunities to be informed of, comment
on, and exchange views with MPT officials regarding the formulation of
proposals to seek from the Diet an amendment to the law to expand or .

- Change, the i insurance products pnmanly regardmg srckness, mjury or nursmg ,
coverage. ’

G) Cross-Border Transactions
a.  ‘The Governmerit of Japan intends to, as part of the insurance system reform, -
"~ liberalize cross-border insurance transactions concerning aircraft of Japanese -

" regrstratlon and ships of Iapanese reglstratron for mtematlonal transport

b. Wrth respect to space Iaunchmg and fretght (xncludmg satelhtes) necessary
T _measurcs wrll be taken mdependent of the msurance systems reform e

e I‘he Government of Iapan has scheduled reservauons wrth respect © 1ts SN
*+ " ‘commitments related to insurance in the Final Act Embodying the Results of
7 the Uruguay Round of Multilateral Trade Negotratmns such asa reservauon

‘ on msurance contracts on goods bemg transported W1thm I apanese tcrntory

v ";GOVERNMENT CORPORATIONS

- Thc Government of J apan wrll encourage pubhc corporanons hsted m Appendrx 2 to
© permit’ forelgn insurance providers access to their insurance programs and to ensure - ,
. allocation of premium shares -among partrcrpatmg insurance provrders accordmg to LY
_‘falr transparent non—drscrnnmatory, and competrtlve cntena ‘
2. "Ihe GOVermnent of the Umted States has scheduled a reservatlon wrth reSpect to 1ts
commitments related to-insurance in the Final Act Embodymg the Results of the
“ Uruguay Round of Multilateral Trade Negotiations regarding the fact that- branches.
are not perrmttcd to provrde surcty bonds t'or U. S federal government contracts

14
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(D anate Analysxs of Market Condttxons

a: ° The Govemment of Japan reafﬁxms that there are certain aspects of economic
rationality of keiretsu relationships. However, noting the concern of- foreign
insurance providers, first, that certain aspects of business relationships referred
to as "keiretsu” relationships may give rise to anti-competitive business .

-~ practices, negatively affect foreign direct investment, and promote preferential
group trade, and second, that "case agents” may substantially impede access to
the Japanese insurance market for competitive foreign insurance providers, the
two Governments thl request domestte and foretgn insurance provxders to:

i dxscuss the issue of "kezretsze reiauonsl:ups and jomtly seleet an -
- independent research organization to conduct a study of the extent and -
effects of intra-keirersu transactions in the Japanese insurance market;

jand . =
ii. | ‘dlscuss the issue of case agents. and if deemed necessary, include thts
K '1ssue in the. study to be conducted by the mdependent research
orgamzatton h : : :
' '» b, The two Govemments thl request fotetgn and domestlc insurance prov:dets to E

' fastruct and- allow the mdependent research orgamzatlon to analyze' “kelretsu"
relauansh.lps as appropriate to the Japanese insurance market and as |

B appropnate to ensure a comprehenswe useful and ngorous study of that
ffmarket DL

el "l'he two Governments will request forelgn and domesnc msuranee prov1ders to'
A . ‘'eport to the two Governments by December 15,1994, the name of the . B
I mdependent research organization that will conduct the study. The two .~ .. R
© T - (Governments expect the study to be completed by’ Apnl 1, 1995, and they will -7
e request forexgn and domesttc msurance provxders to make evexy possxble effort '
' _jf.to reahze thxs expectauon o T A

V) IFTC Study ,,

s AUpon mzplementatlon of the insurance reform leglslanon the JFTC is prepared’ to
conduct a study of the Japaneése insurance market within a reasonable period of time
- from the competition. pohcy viewpoint, taking into account such factors as the - '
developments observed since the implementation of the insurance reform legislation,
the pnvate sector study mentioned above and other relevant 1ssues as appropnate
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Enforceraent Measures

The Government of Japan confirms its commitment to strictly enforce the
AMA, in all industries including the insurance sector, against practices that, in -
light of market structure and other factors as approprxaie constitute violations

~ of the AMA, such as pnvate monopohzanon unreasonable restraints of trade
or unfair trade pracnces :

The Government of Japan while noting the Report by the Insurance Colrncﬂ

will review, by Fiscal Year 1995, AMA exemptions stipulated in the Insurance
Business I_aw

- Amcle 8 of the AMA '

Both Governments understand that under Artlcle 28 of the AMA tho IFT Cis to |
perform its dutres 1ndependent1y

CONSULTATIONS

, The Government of T apan and the Government of the United States wﬂl meet annuaily, orat’ -

any time upon request of either Government, to review unplernentatxon of the Measures and

i

to dlscuss as necessary other rssues regardmg insurance.

,‘ASSES ING IMPLEMENTATION OF THE MEASURES

Data Ccllectron o

- a.'.:i

S:The followmg mformatxon on Japan wrll be provxded on an annual basrs

..‘/

The number of approvals of new prodncts new rates and lxcenses to provxde L : -
insurarice, in the life and non-life sectors, as well as the number of approvals o

of new: thn'd scctor products whrch pnmanly deal thh srekness m;ury or:

'nursmg coverage for

o 1 forexgn msurance provrders a.nd

i Japanese msurance provrders

l'he ratro of approvals (the number approved coxnpared to the number of

~ applications or notifications) for new ‘products, new rates, and licenses to

. provide insurance, in the life: and non-life sectors, as well as the ratio of -
approvals for new third sector products which prrrnarrly deal thh srckness B
‘nn_;ury or nursmg coverage for: - N

6
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L foreign insurance providers; -
ii. Japanese insurance providers; and

iii. = all insurance providers.

c. Total insurance premiums, in the life and non-life sectors, for:
i.  foreign insurance providers; and -
ii.  all insurance proViders

The followmg mformanon on the Umted States will be prov1ded on an annual basls

| a.- The number of states accredlted in the NAIC accredrtauon program;
b. Descnpnon and account of NAIC harrnomzanon proposals mcludmg model
. laws, and R | v»
‘ ‘.c_.' | [‘otal msurance prernmrns ifi the hfe and non»hfe sectors for
1 ' forelgn msurance}provxders, and |
iiu. - all msurance prov1ders

s , For the purpose of data collecnon "forelgn insurance prov1der means an ifisurance

‘form

e

a. Quahtauve Cntena

provxder 50 percent or more owned by forexgn shareholders mcludmg those in branch n

L~

Assessn‘xent oL

~"'Assessment of the mplementanon of the Measures as well as the evaluanon of

progress achieved, will be based on the overall consideration of the followmg

i quahtatwe and quantltatrve criteria. These qualitative "and quantitative criteria will be
‘ “considered as a set, and no one criterion will be determinative of the assessment of - =
-~ the Medsures or the evaluanon of progress ; achieved. These criteria do not constxtute ‘
" numerical targets, ‘but rather are to be used for the purpose of evaluatmg progress .
 achieved toward the goals of the Frarnework and the goals of this sector, as set forth

in Sectron L ‘ :

i.’ : n‘ansparency and avarlabrhty of standards -and: measures in Iapan ‘and
o - meaningful and fair opportunities for foreign insurance prov;ders in .

a7



http:the.Measures.as

ii.

R R

'changc and rate of change, from one. reportmg penod to the next m

" rates in the life and non-hfe sectors m Japan for fore1gn and Iapanese
~‘msurance provxders ' : .

| ":change and rate of change, from one reportmg penod to the next in.
- the value of premiums by forelgn insurance provxders in Iapan m the
‘ aggregatc and m market sub-sectors as appropnate and

. change and rate of change, from one reportmg penod to the next in o ; Tt

Japan to be informed of, commient on, and exchange views with
officials regarding matters related to the provision of insurance and to
attend meetings and submit statements to advisory groups;

prompt and fair review of applications and notifications in Japan,
including without being required or advised to coordinate with or
dlsclose information to other insurance provxdcrs or intermediaries;

'cfforts by the Government of the United States to encourage the NAIC

regarding United States market issues addressed in the Measures,
mcludmg 1ssues regardmg the review of apphcanons for hcenscs

iv. - changes that address impediments to market access in Japan, if any,
. arising from certaln aspects of market condltlons and busmess
, pracnces :
V. efforts by forexgn msurance provxdcrs and mtermedlanes to uuhze new
) opportumncs created by thc Measures; and
© v the unplementanon of other measuxes in the Measures
- Quanmtanve Cntena S IR ! sy

e From the verpomt of addressmg sxgmficant unprovement in market access for o
. ‘.nmpctmve formgn msurance provulers :

the number and ratio of approvals for new or modified products and -

the share of total insurance prennums for foreign i insurance prov1ders to o

 those for all i insurance providers in Japan, in the aggregate and in
: market sub-sectors as appmpnate :

18



~ APPENDIX 1: Outline of the Administrative: Appeals Inquiries Law (Law No. 160 of 1962)

and the Administrative Case nganon Law (Law No. 139 of 1962, as amended) Co

‘ -(1) , Under the Adnnmstranve Appeals Inqumes I.aw ("AAIL"), any person aggrieved by

an order, omission or ruling of any administrative agency may file a complaint against
the agency, and may obtain review and remedy of any illegality or abuse of ‘

discretion. The types of such complamts are ccmplamts for objectxon exammatren
and re-e Kamination. :

~(ﬁ)  An administrative agency is obligated to give nctice'aa‘ follcvs)s:

a. When an-administrative agency issues an order in writing, it must give notice
~ to the person or persons addressed in the order that they may file a complaint,

and it must give notice of the administrative agency with which, and the period
durmg which, such a cornplamt may be ﬁled ' '

L. . \ :
'b. - Upon request by a person ‘ot drrectly addressed in an order but havmg an
" interest in the order, the administrative agency must grve notlce to such person -
of the mformatron specrfied in paragraph a.

" c.; : Ln the event that an adrmmstranve agency faﬂs to gwe the notice requned -
- under paragraph a. or b. and the person entitled to file a complamt files it with

;.:“; ﬂne complamt to, the exammmg agency

’ ‘(3) When a complamt 1s filed thc examrmng agency is requxred to: ~

g "a,f--- ‘examme whether the complamt meets the requu‘ements for exammanon and 1f e

[ docs commcncc examrmng the matter

T .‘.fallow the pcrson who bas filed the complamt and any mtervenor among othcr AN

thmgs to produce documentary evrdence and make oral arguments and

Lc .render in wntmg 1ts decrsron and the reasons for 1t and afﬁx rts name and seal Sl

nmprcssmn thereto

‘(4);.. ; Further, under the Adrmmstratrve Case nganon Law (“ACLL") 1f | an}f person's‘

" specific right or interest is mfrmged by any illegal order or abuse of discretion by any

~ administrative agency, that person may ﬁle a claun wrth a court and seek judicial
) 'revrew . . : .

. (5) ; Wrth resmect tothe insurance sector in Iapan,' the cémplainr' for objection .rnust be o

S e

" an agency. -other than the agency responsible for exammmg the complaint (the - . )
' "examining agency"), the agency that 1ssued the challenged order must transfcr' e



ﬁled with the Ministry of Fmance in accordance with the AAIL. Followmg a
dcc1§1on by the Ministry of Fmance on the objection, the person who filed the
complaint for objection may file an appeal of the decision to a court for judicial
review, without following any further administrative procedures such as

"examination” or "re-examination” pursuant to the AAIL and ACLL.

' APPENDIX 2: Governn;ént Corporations

°
L i
’1.
2.
3/.
4
o
e

The Government Housmg Loan Corporanon

Thc Pcnsxon Welfare Sennce Pubhc Corporanon

~ The Housing and VUrban Development Corpqrauon ‘

The Okinawa Development Corporation

The Ex:xployinen_t‘Prp;thicn Corporation |
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OFFICE OF THE UNITED STATES
TRADE REPRESENTATIVE
EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON
20506
| ' 94-52
FOR IMMEDIATE RELEASE CONTACT: ANNE LUZZATTO

- THURSDAY, OCTOBER 6, 1994 DIANNE WILDMAN

KIRSTEN POWERS
JAMAL SIMMONS
(202) 395-3230

UNITED STATES AND MONGOLIA SIGN BILATERAL INVESTMENT TREATY .

The Uriited States and Mongolia today :signed a Bilateral
Investment Treaty (BIT), the first such treaty' in the Asia Pacific
region. United States Trade Representative (USTR) Ambassador
Michael Kantor and Mongolian Forelgn Mlnlster Gombosuren 81gned the
treaty in Washington. .

The BIT: guarantees the rlght to invest on terms no less
favorable than those accorded domestic or thlrd-country investors.
It also guarantees the free transfer of capital, profits and
royalties, freedom from performance requirements of any kind,
access to international arbitration, and internationally recognized .
standards of expropriation and compensation.

"Thls treaty strengthens the economlc ties between our
countries," said Ambassador Kantor. "Together with the 1991 U.s.-
Mongolia Trade and Intellectual Property Agreement, these
agreements build a solid foundation for our trade and investment
relations " .

The BIT is the ninth signed during the Cllnton Administration
and 31st overall.

'
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" OFFICE OF THE UNITED STATES

TRADE REPRESENTATIVE
. ExecuTivE OFFICE OF THE PRESIDENT
' WASHINGTON, D.C. |

20506
3 | . S Codst
FOR IMMEDIATE RELEASE - . . Contact; -~ Anne Luzzatto °

Thursday, October 6; 1994 - R . Dianne Wildman
e © Kirsten Powers

Jamal Simmons
T (202) 395-3230

STATEMENT OF AMBASSADOR KANTOR ON THE U.S.
| ~ DISTRICT COURT DECISION IN
* PUBLIC CITIZEN ET AL. v. MICHAEL KANTOR ET AL.

: Yesterday, the U.S. District Court for the 'Drstrlct of Columbia 'announced its decision that

the National Environmental Policy Act (NEPA) does not require an environmental impact -

_© . statement (EIS) in connection with the Uruguay Round of the General Aoreement on Tariffs
j,‘andTrade o A ‘ ,

A

EeL _'The Admrmstranon is gratxﬁed by the Court’s decrsron ‘As the court of appeals ruled ina- L
V.. case brought by Pubhc Citizen mvolvmg the North American Free Trade Agreement 'NEPAf .
" . and the EIS requirement do not apply to actions of the Pre31dent ‘Due to the excellent work = - o
. of lawyers from the Justice Department and the White House, we argued strongly and the S
District Court agreed with us - that the negotratmn of the UR,-and the subrmssron of - o ’

1mp1ement1ng legrslatxon to Congress ‘were the essence of Presrdentral actmn and therefore . o

- ' the EIS requu'ement of NBPA d1d not apply

' 'Nonetheless thrs Admmrstratron has never wavered from its strong resolve to ensure the -
- protection of the environment under the UR.’, For example, though not required by law, we

U issued a report on environmental matters assocrated with the UR. We led the effort to -

~ establish the Committee on Trade and Envrronment in the World Trade Orgamzation The ol
- U.S. successfully urged several amendments to the text of the’ agreements which help” make - ‘
- the WTO sensitive to envn'onmental issues. And we negotiated changes in the UR which ..~

improve public access to dispute settlement cases in the WTO, enabling envrronmental and |

,' ‘other non~govemmenta1 orgamzatrons to better momtor those proceedmgs

) The Uruguay Round and the WTO wrll help rmprove envrronmental protectron among the ‘
~world’s trading partners another reason. Congressronal rauﬁcahon of the agreement is cntrcal
' thrs year :

27('-30.-, g
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Unkod Staces . Officoof . Mews Distribution
Department of  Communications  Room S06-A - o
Agricutere - . Washingron-0.€.:20250

) Release No. 0750.94°

' Tom Amontree USDA (202) 720-4623
Anne Luzzar.tu USTR (202) 395 3230 ‘

UNITED STA‘J‘BS A.H'NOUNCES MEMBERSHIP OF U.S. -CAKADA JOI‘N‘I COB'MISSIOK oN GBAIHS

WASH}NCTON Oct. 3 -- Tha names of :he f;we comissione:s vho will
' reprasant the United St:atcs on the U.S5. Gamda Joim: Ccmmssion on Grains were .
announcad today : . ‘

'I‘he dnnoundement was made by Secrecax:}r of Agrz.cultura l‘i;.ke Espy and U s,
Trade Repre-senmtz.ve Mickey Kantor.. |
‘ "I an pleased to announce the U.S. membars to the Joirt Ccmission an ,
Grain_.." 3aid Espy. "We are extremely fortunate to have access to the - A
expertisc of this talented group of people "mey will contzibute grea:ly To
the vark oi‘ thc Comission, : - o :

‘ 'The creation of che Comission was agrced. to in the recent U S ~Cana.da
‘Mamorandum of Understanding on wheat. The binational commission will examine -
. all aspects of the two countries’ respective ma.rket:’.ng and supporc systems for
. " . all graina and the impact thesa two systems have on Canadian and U.S. markees =~
._ IR and on competz.uon beween the two countries in thxrd-country mukecs. e

: Thc <:b;ec::.ve of the Comxssion is to assisc ‘the two Govemments in N
' reachmg long-term solutions to existing problems {in the grains seccor. Ihe '
© Commission is scheduled to’submit initial fiudings and non-binding L
'“V‘:,recomcndm:ions ‘to.both countries by June 12 1995 and ic will conclude it
‘work by September 11 1995. el e . : T

, 'l'he a:omissionets a:e

-~ Alan Bergman, Vheac producer frum Jud ND Presxdant of N Fame.rs Union
James Warren Miller, Wheat and harley pruduce: from Garfield, WA, ?ast:
oL President of National Associdtion of Wheat Growers - ) S
- Herbart i(ars:. Barley ‘producer froum Sunbu:sc .MT, Boaxd member af o
' - Nationdl Barley Crowers Association @ ..~ . L
" Allen Anderson, Senior Vice Fresldent:. Hax:ves: Staces Cooperacxve St."','f
: ‘Paul, MN. . R
‘ Ant.hony I‘-lagg, ‘Pre.s:.dent Fendlecon Flcu.r: Hills, Pandlaton, QR

« A - P Lo
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THE WHITB HOUSE'

Offlce of the Press Secretary

| A12:14'P.M.VEDT7

fW.here and those who .would like to be here .who ‘canriot be, -and all the
- members of the business communlty and others 'supporting the GATT -
'ﬂtoday, I thank you for coming here.’ To - the distinguished leaders. of:
- previous administrations ‘who are here,‘including Larry Eagleburger, -
, 1Brent Scowcroft, Herb Stein, and others, I thank you for belng here.%ﬁ%*“

For Immedlate Release ‘ — : - October 3, 1994

~ REMARKS BY THE PRESIDENT
TO BUSINESS SUPPORTERS OF GATT

: ‘West Lobbyi

: THE PRESIDENT" Thank you very much. Senator Hltchell,
I was thlnklng even before you spoke how much I would mlss you. Now,

;after that introductlon, I feel it even more keenly.-

Ambassador Hills, thank you for your steadfast support

. 'and your 1madersh1p on GATT. - Ambassador Kantor, thank -you for what
_* you have done on this, and congratulations on the agreement with . D
~ "~Japan, too, by the way You dzd a fine 3ob and we re proud of you.g o
2.‘(Applause ) , ' R e : LT

To all the dlstlnguished members of Congress who are i

Much that needs to be sald about the GATT has already

~ “been’ sald. ‘Mickey Kantor reminded me this morning: ‘of something .I
. confess I had not ‘thought of on- this day; it was three years ago
. today that I announced my candidacy for this job. And he did it
) because there is a line here on the first page of the talk which - :

said, "I refuse to be part ‘of a generation that fails to compete in ‘-

the global econcmy, and so condemns hard-working Amerlcans to a llfe"f~

', of struggle without reward or eecurzty "

A

‘w The great challenge of our age economlcally lS to flgure '
out how we can create jobs ‘and increase incomes for people who work .. -

hard, without: having too much inflation. It is obvious to me that in’j‘

order to do that we have to do three things:.; We have to bring the’
deficit down: at the same time, increase anestment and educatlon
training and technology, and expand trade and. 1nvestment ~1f we can .
do those things, and if our neighbors-do those things -- in short, if
we 'do them together, then we will be able to create more jobs and
find produetlve lives for our people without unacceptable inflatioen.
We will also be able to end what is now nearly two decades of people"
worklng harder and longer without ever getting much of a pay raise: '



e~

1'm encolraged that just this year we see incemes rising
at about the six percent in the Urited States with nowhere near that
sort of inflation. Why? Because of productivity, investrent, and
trade. That is what we have to do. In the end, that needs to be our.
bipartisan commitment to our children and to our grandchildren and to
our future. Our commitment to make America great in the 21lst century
involves a commitment to make America a good leader, but a goed

" partner as well:

o ‘ We have cut the deficit with $255 billion in spending
cuts and revenue increases, and three years now in a row the deficit.
will go down for the first time since Mr. Truman was here. We have

g MORE.




B R R T L AT NS S AW “ e on LDI.’(‘ . /‘. Y ::.
‘ « 002 7

shrunk the federal bureaucracy S It's al ready more than 70,000 peopleA
smaller than it was when I came. But the Congress has adopted a bill
to reduce it by 270,000 over six years.  That will make the federal
government the smallest it was srnce President Kennedy served here

We have lncreased our 1nvestment and educatlon and ,
training, and we are openlng the doors of trade, removing barriers tc.
the sales of $35 billion in high~tech export items, and of courseh

' worklng hazd wrth trade lnitlatlves like NAFTA and GATT. .

: Carla already alluded to‘thls but I think lt's worth
po;ntlng out to those who say that NAFTA would be a disaster, that
our trade with Mexico is growing at three times the rate of our
“J,overall in the world; that exports of automobiles and trucks to
Mexico have increased by 600 percent. A lot of those auto factory
people are worklnq overtlme for the first time ln a very long whlle.'~'

#f.“.'“‘ ~ ‘so. I feel very good about the dlrection in which we are -
goinq. In the last year and a half, 93 percent of all the new. jobs .
- in this country have come .in the private sector. That means that the .
‘ o strategy wzll work, but we have to keep .‘Lt go:.ng.
K T RV . 3
N co A lot of trlbute has been paid to the people 1n the S
‘1. three previous ‘administrations who have worked hard on.this.: I- just TR
“want to add my words to .those who have spoken before and to say. a
special word of thanks not only. to -Ambassador. ‘Kantor, but ‘to all
- those-in the administration who  worked ‘so closely with him --- to .
Secretary ‘Espy, -who is here and whose’ agrlculture reform blll just Vo
passed the: chgress, ‘to Secretary Bentsen, to Secretary Brown; and. to i
“Laura Tyson;: the Chair of our. Council of Econom;c Advzsors. and .. ]
others.;hm4-v S s : P S ..SA‘ <>

.e - ';
oo

, : PO . e
S s " We know, we know this. is 1n ‘our national lnterest. Yeurp?”'
L mlght wonder, 'since we all know it, what are we. doing here’ today’ We. = -
‘all know this. I'll tell you what we're doing here today. ‘Welre 7.
trylng to do this with the least’ possible delay. We re trying to do T
thls ln the shortest p0551b1e tlme. ;f; L S S

, ' . We know that when the GATT is. frnally 1mplemented, it ‘
wlll add to $100 billion to $200 billion to our economy every. year.‘i‘
: We ‘know the GATT plays to our -strengths for “the reasons Ambassador
B Hills has already mentioned. We know that our Qharmaceutlcal and -
" computer-software firms can. harness America's brainpower and now put :
it to work all over the world. We know our tractors can plow the - |
'soil of every nation. We know that from cars to computers, from
- furniture to frozen foods, we can still mdke the things the world
S wants to buy, and when GATT is fully 1mplemented we'll be selling
. those th.mgs everywhere in the world. - , ‘_ L

: The GATT passed the chse Ways and Means Commlttee by 35
to 3 the Senate Finance Committee by 19 to 0/ has a phenomenal

- amount of support from business, consurer,- labor groups, over 400 :
‘economists. But the point. I want to make is, we néed to do it now.
Secretary Bentsen has estlmated that even a six-month delay. wlll cost.

- . P P UL -
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Qecade —-= a S.NTRCOLN Qelay.
So we are here today to say: The work has been done.
he path to the future is clear. Our cobligations are plain. we
thank all of you for your support, and let's do it now, and do it
this year. . i : '
. Thank you very much. (Applause.)

END 12:21 P.M. EDT
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'OFFICE OF THE UNITED STATES
TRADE REPRESENTATIVE
\ ~ EXECUTIVE OFFICE OF THE PRESIDENT

 WASHINGTON o
20506 .
| ' 94-50
FOR IMMEDIATE RELEASE ~ CONTACT: Anne Luzzatto

Monday, October 3, 1994 ; Dlanne ‘Wildman
B Klrsten Powers

Jamal Simmons

(202) 395-3230

IDENTIFICATION OF TRADE EXPANSION PRIORITIES
PURSUANT TO EXECU‘I‘IVE ORDER 12901

ThlS report is submltted pursuant to Executlve ‘Order 12901
of March 3, 1994. Under the Executive Order the United States
* Trade Representative is required, by September 30, 1994, to
"review United States trade expansion prlorltles and 1dentlfy A
priority foreign country practices, the elimination of which is

- likely to have the most significant potential to increase United

States exports, either directly or through the establlshment of a
benef1c1al precedent." .

In identifying priority forelgﬁ country practices, the Trade
Representative must ‘take into account all relevant factors,
lncludlng. ' ‘

‘(a) the major barriers-and trade distorting practices
described in the National Trade Estimate Report;

(b) the trade agreements to which a forelgn country is a’
party and its compliance with those ,agreements;

(¢} the medium-term and long-term 1mpllcatlons of forelgn

' government procurement plans; and.

(d) the international competitive p051t10n and export

potentlal of Unlted States products and services. .

The Executive Order permits the Trade’ Representatlve to
include, if approprlate, "a description of the foreign country
practices that may in the future warrant ldentlflcatlon as
" priority foreign country practices." The Trade Representative
-~ may also include "a statement about other forelgn country
practices that were not identified because they are already being
addressed by provisions of United. States trade law, existing , '
bilateral trade agreements, or in trade negotiations with other
countries and progress is being made toward:their elimination.”

The Global Context: Changes in the world econonmy,
reinforced by the end of the Cold War, have opened up new
opportunities in the global marketplace. The United States is
well~p051t10ned to take advantage of these opportunltles We are
unsurpassed in innovation and flexibility. Gains in productivity
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have fueled our competitiveness. Our higher education is.
unsurpassed. Our workers are the most skilled and productive in
the world. ' ' ' .
This new world is extremely competltlve. In order to remaln
successful, we must pursue a strategy con51st1ng of two
lnterrelated parts: trade policies that will open markets around
the world; and domestic policies that will help American
companies and workers to remain the most productive in the world.
This two-part strategy reflects the Administration’s fundamental
goal of higher living standards for all Americans.

The single most important component of our trade. strategy is
the successful implementation of the Uruguay Round of
multilateral trade negotiations. The Uruguay Round agreements
amount to a global tax cut of some $744 billion. They will '
stimulate the creation of hundreds of thousands of jobs and, when
fully implemented, add an estlmated $100-200 billion to the U.S.
GDP annually._ ' S o ~

~ The Uruguay ‘'Round agreements contain 1mprovements in market
access worldwide for goods and services, improved rules for
trade, a new agreement protecting intellectual property
worldwide, and dramatlcally improved procedures to enforce our
rights. . The improvements in dispute settlement under the new

. World Trade Organlzatlon (WTO) can provide real assurance to our

exporters that our gains at the bargaining table will be

. translated into real market opportunities, and that any

impairment of our rlghts to market access will have.an . .
expeditious remedy. But these benefits, scheduled to go 1nto -
effect on January 1, 1995, will materialize only if Congress has .

adopted legislation approving and implementing.the Uruguay Round"_‘jf
.agreements. For this -reason, the Administration urges - ‘

expeditious approval of the Uruguay Round Agreements Act, whlch

U‘the Pre51dent submltted to Congress on September 27.

Enforcement° The Admlnlstratlon remalns commltted to

vigorous enforcement of our rights under trade agreements - both"

our rlghts at present, and the expanded rlghts we will have when:

the Uruguay Round results enter into effect.  Séction 301 will

remain an essential element of our strategy in enforcing our
rights in the new WTO system. Under WTO dispute settlement

procedures, we will be authorized to retaliate against the trade
‘of any government found to be violating our rights, if that

government does not either eliminate the violation or provide
compensation acceptable to us. Such retaliation would be carried
out under the authority of sectlon 301 as a matter of U.S. trade
law. : . A ,

Section 301 will also remain an important tool in addressing
unfair practices not covered under the Uruguay Round agreements. -
And lt w1ll be avallable to us when we encounter trade-



@
restrictingvpractices by either non-members of the WTO or
' governments to which we de¢ not apply the Uruguay Round
agreements. o ’ .

o

- N
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.country practlces at this time.
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Priority Foreign COuntrvbPractices
As a result of the review under Executive Order 12901 and
the results to date of intensive negotiations, the Trade

Representative has decided not to ldentlfy any priority forelgn

B

We have had serlous, long-standlng concerns regarding access

" to the Japanese market for flat'glass., We have reached agreement

with Japan in principle concerning access to the distribution
system and access to the public and private constructlon markets
for flat glass in Japan, and have also agreed to work to finalize
that agreement within the next thirty days. .

other Practices

A, The follow1ng practices may in the future warrant
1dent1f1cat10n as prlorlty foreign country practlces'

'-f 'Japan market access for wood and paper.

In the 1990 U. S -Japan Wood Products Agreement Japan agreeé‘
to substantially reduce tariffs, to reduce subsidies, to .
. speed up product certlflcatlon, and to adopt performance-
based standards and building codes. Progress has been made,
but new or existing barriers continue to'impede market -
access. Tariffs, although reduced in the ‘Uruguay Round,
remain a significant impediment. Adoptlon of. performance-
based’ 'standards and building. codes. has been slow and Japan - .
>[ma1nta1ns a parallel unliberalized set of building standardsif
. 'for housing- loans.’ Subsxdles to.the wood products 1ndustry
'~ appear to have risen, We seek further: market opening -
»through the ellmlnatlon of these remalnlng barrlers.

In Aprll 1992 Japan agreed to take GATT-con51stent measuresf
to ‘increase substantlally market access in Japan for foreign
-~ paper and paperboard products, to realize the objective in
.the January 1992 Bush—Mlyazawa action plan of January 1992
" "to substantially increase market -access for foreign firms"
exporting paper products to Japan. Four" consultations have .
been held under the agreement.. In the Uruguay Round, Japan
- agreed to join a Quad country consensus to cut tarlffs on
paper to zero over 10 years. However, Japan has failed to
. provide detailed information on the degree to which Japanese
governnment agenc1es are implementing provisions which’ ‘
obligate them to actlvely encourage use of foreign products
by end-users in key market segments. We seek a full o
accounting by all appropriate entltles within the Japanese
governnent on their implementation of the agreement, as well
as. other measures to augment the agreement and make lt more
effectlve. : :
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The following foreign country practices were determined not

to be appropriate for identification because they are already
being addressed by other provisions of United States trade law,
existing bilateral agreements, or in trade negotiations with

" other countries and progress is being made toward their

elimination. They do, however, remain significant trade
negotiating objectives for the United States.:

European Union Utilities Directive: Under the European
Union’s Utilities Directive, which took effect on January 1,
1993, telecommunications utilities in 8 EU member countries

now penalize'bids by U.S. suppliers containing over 50% non-
'EU content and may reject such bids completely. In May '

1993, the U.S. implemented sanctions against the EU under
Title VII of the 1988 Trade Act. These sanctions ban the
purchase by the U.S. government of certaln goods and
services from these 8 countries. We will continue to seek
removal of the- discriminatory aspects of:! the Dlrectlve
through negctlatlon w1th the EU. :

Canada dalry and poultry measures: ‘In‘inplementing‘the
Uruguay Round, Canada intends to convert its existing import

‘guotas on dalry products, chlcken, turkey and eggs to

tariff-rate quotas, and raise its bound tariffs on these
products. Canada has also stated its intention to apply

‘these tariffs on imports from the United.States. ' We belleve .

. such an action would reduce our access tc the Canadian . -

- -market..  If it becomes approprlate, this. matter could be S
‘ ,addressed through the NAFTA process.. - e

¢ .

”‘Indla market access for textlleS‘ Indla severely restrlcts S
imports of textiles and apparel, and maintains high tariffs. -~ '

In implementing the Uruguay Round, the Administration has-
agreed to take all appropriate measures. to obtain market
access commitments from any signatory to the WTO Agreement

‘that is a 51gn1flcant exporter of textlles and apparel to- s
. the United States and that we con51der has failed to. prov1deA

adequate access to its market for U.S. textile and apparel - -
products. We are currently engaged in negotiations with the -
Indian government and will continue to seek 1mprovements 1n
market access for textlles and apparel. ‘ :

Korea market access for automoblles. Actlons by the Korean
government have built and reinforced perceptions among
Korean consumers that the purchase of a foreign car will
lead to government harassment. Other barriers to imports . -
include excise taxes, high tariffs, standards barriers,

.distribution restrictions and a ban on private sector retail

financing. The Korean government has' taken some steps to
address these barriers and has pledged to take others. - Our.

continuing consultations are aimed at ensuring that the

remalnxng barriers are addressed and that the Korean
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government's actions result in 1mproved access for 1mported
motor vehlcles. : o

Intellectual prOperty rights protection in China: On June
30, through the "Special 301" process under Section 182 of

‘the Trade Act of 1974, as amended (19 U. S.C. 2242), the.
; Trade Representative de51gnated China asi a pridrity foreign

country, and initiated a section 301 1nvest1gatlon of
China’s failure to provide adequate and effective protection

~of intellectual property rights and fair and equitable

market access to persons relying on lntellectual property
protection. Negotiations with the Chinese government to.
address these concerns are ongoing. By December 31, 1994
the Trade Representative will be required to determlne
whether China’s failure to address our concerns represents - -
an unreasonable or dlscrlmlnatory burden or restriction on
U.S. commerce and whether trade actlon is approprlate.

Flnanclal services market access negotlatlons' The WTO
Agreement provides for continuing market access negotiations

~in the financial services sector, to conclude six months

after its entry into force. The United States is seeking
commitments from a wide range of commercially important

' developed and developing countries to reduce or eliminate

barriers to:the supply by U.S. flnanc1al services firms of
financial services lncludlng banking, securltles, 1nsurance
and other financial services. If we do not achieve our

",objectlves, we would malntaxn an. exemptlon from the most-

favored-natlon obllgatlon of the General Agreement on Trade

. in Servmces.v,"

Telecommunlcatlons market access: The WTO Agreement e
provides for. contlnulng market access’ negotlatlons in the jw

'~ basic telecommunications services sector: = These:
. negotiations cover local, long-dlstance, and 1nternat10na1
~basic telecommunlcatlons services. In these negotiations, -

we will seek to ensure that U.S. flrms may provide basic
telecommunications services ln forelgn markets. both throuqh

 facilities-based - competition -- including the right to

build, own, and operate domestic and international. network -
facmlltles -- ‘and.through the resale" of services on ex15t1ng
networks. We will also seek to ensure that U.S. companies
can compete in foreign markets on reasonable and non-

, dlscrlmlnatory rates, terms, and condltlons.
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Negotiations on accession to the World Trade Organization:
The United States will also continue to seek market opening
for our goods and services, and to achieve protection of
intellectual property rights abroad, in negotiating with

- countries that are seeking admission as members to the World

Trade Organization. The. Agreement Establishing the WTO

"requires that all members must provide market access, and

the Administration is committed to gaining appropriate
market access from every applicant for mémbership.

-30- ,





