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.RECOM:MENDATIONS ON APEC 

OF THE PRESIDENT'S 


ADV1SORY COMiVl'T'"lI'If""T"!"'-"EE ON TRAJ?E POLIC:Y AL"lJ NEGOTL;\TIONS 

, 	 ,'~ 

October, 1994 

,Summary 

, The President's Advisory Committee on. Trade Poli~y alid Negotiations (ACTPN) 
applauds t:hl~ Administration's commitment to expanding economic and commercial ties wirh [he 
nations of the Asia Pacific. Outing rhe Asia Pacific Economic Cooperation1 (APEC) Leaders 
me,eting in Bogor. ,Indoriesia next month. we recommend that the United Scates support a three- . 
part agenda for APEC which· would move towards a balanced, fair trade environment 
progressively. First, me Leaders should 'set short-term. twenty-four month,. objectivesJor 

. existing APEC working groups in a,reas that will make a tangible difference in private sector 
commercial d~ings, such as investment.' mutual' recognition. agreements, and customs 
facilitation. Second" 'we urge. me Leaders to sec. equally' shon-term objectlve:s for further 
progress in APEC 0'0 unresolved issues from t~e Uruguay Round, such as financial servjces and 
teleCommunications. Finalty. we propose that APEC use U~guay Round' commitments and 
discussions as a point of departure for further APEC work on tariffs. non-tariff bair'iers, 
intellectual, property protections; and oilier issues in the same'time frame. ' ',. 

Th,e ACTPN believes' that the pursu,i[ 6f "free~' trade, if defined in the hroadest remis. 
in the AsiaPadfic is in the inrerest of the .United States. ' 'In the Asia Paciflc. the United States 
should seek ro build on the broad range of liber~li~tion it has achieve~ there 'and elsewhere. 
including trad~.in goods and services, proc.ections forinrellecrual,propeny. and contLnuing' 
progress on the environment. 3l1:d '%rker rights., Tn seeking th~ free flow of goods, services, 
technology,. and cipir.al;~t; agefu:ia should include, but not be limited to, the pursuit of: 

• 	 ellmination of·t.ariff and non-tariff barriers to trade in- goodS and services. 
incl~ding structural :and regulatory barriers; " , 

• 	 .protection for hueUecrual property rights; , 
• 	 national treatlr).ent for foreign' ~vescors, free of perform~ce or domestic content 

requirements 9r limitations on equi~y held by aJoreig'n company; 
• non-discriqlinatory taX treatment: 

• open and tranSparent government. procurement; , 

• . 	 regulatory transparency; " ' 

, 	 . 
1 Founded in 1989"as an informal arrangement between 12 countries. APEC has cominued 
to grow., The 17 current memb~rsar:e: Australia; Brunei: Canada; P~ople's Republic of ' 
China; liong Kong; Indonesia; Japan: Soum Korea; Malaysia;Me~ico: New ZeaIan~,: Papua 
New GuinE~a: Philippines; Sillg~pore; Chinese Taipei: ThaJIand; and United States. Chile 
will join during 'this November's meeting ,in Boger. after which. a three-year moratorium on 
new members will go into effect.,. . . 

. 	 . , 
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• absence of technology transt~r requirements: , 
. • elimination of.government interver:ttion in imposing marker limitations; 
• ' environmental protection; . , ., ' 
• e};.panded international recognition of worker rightS. 

I 

. . .The ACTPNbelieves that p~rsuir offree trade, in the Asia Pacitic is a laudable goal if 

if does ~ot. detract ~rom progress toward, intermediate seeps that will advanc: U.S. and'regional 

economIc Interests tn the shott cenn. Thus, the ACTPN believes thar sustained attention within 

APECco (he important building block initiatives already underway, complemented by continued 

U .S. emph~L')is on arid engagement in its bilateral, sub-regional. and multilateral efforlS vis-a-vis 

che Asia P3ci~c region areessemial t 


. ' Consequently, the ACTPN has u1ree principal·concerns about, ma.lcingfree trade by a date 
ceL'LAin the linchpin of either U.S. policy or the, APEC agenda. First, 34Y date chat we have seen 
suggested i.s £00 far away. The· U;S. private sect~r will have irrevocably lost too many 
opporti.miti(!s'ifreal progress takes decades. Second, if .the Leaders were to shift the focus of 
APEC'sefforts to such a broad agenda coo soon, the resulting reallocation of APEC's limited 
resources could derail the useful progress. be.ing made in, the ~orking groups. Third,' putting 
broad free trade negotiationS aIthe top of the regional agenda ~ay' provide key, m~mb~r~ of 

. APEC with an exctise to delay settling crucial, unresolved· bilateral market' access issues by 
deflecting such discussions to the' APEC forum on a JIlore protracted timetable.. 

·"liackgtound 

I~ Nove~ber of last ,y~. the APEC Task Force!' of the ACTPN ~de preliminary . 
recommendations to the Administration as it prepared for the APEC Leaders Meeting i,n Seattle... 
The Task Force ,recommended that the United'States take every advantage of me historic, 
opportunity provided by the Searde meeting to demonstrate the U.S. commitment to and interest . 
in the Asia Pacific. ' .... ''', . ". , . '. : 

• • • 6 

The Task Force endorsed'efforts' to encourage the' expansion oCinvestinenr ties among 
APEC members. It urged recognition of the importallce of .cross-~order, capital flows and the 
adop~ion·of national·treatment for'foreign investment capi,tal. It encouraged the ,establishment 
of APEC' consultations, on financial issues and on trade and the environment, and 'urged 
continued work on standards harmonization., The ,Task. Force' also advocated greater 
opportunitil:s fo~ business leader involvement in APEC's ongoing development. ' 

1 Chaired py' Maurice qreenberg, :chairrnan ofAmericari Internaeional Group~ el~ven , 
members of the ACTPN served on the APEC Task Force. Under the ACTPN's new chair. 
Mayor Susan Rammer.,'the work of-the APEC Task'Rorce has,been d~Iegated 't~ a sixteen
member task force on Asia Pacific issues, chaired by W. L. LyonS Brown, Jr .. chaIrman of 
Brown-Forman Corporation. :' 
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· ' Wh.ile r~cognizing' APEC's' porenci~ for work on these, issues and its impor;.ancc in 
creating momenrum toward comp[etionot' the Uruguay Round negotiations, (b,e Task Force 
cautioned a,gainst "burdening APEC's 'potential with unrealistic expectations." The Task Force 
urged a "balanced approach" to APEC and cautioned against seeing APEC as a SUh5tirute for' . 
bilateral or subregional cOrlsulrarions or organizations. Insread, the Ta.c;k Force viewed APEC 
as a: potencial. sU99lement or como[emenr' [0 other U.S. effortS to expand, economic and 
commercia! des in the' region. 

Many of t.i.e Task Force's recommenda.tions bore fruit during the 1993 Seacrlc rne~cinO'. 
Tne Committee on Trade and Tnvestmem (CTI) became a permanent ar~ of the APEC st..-uctu;e ' 

. and has wClrked in this intervening year to develop a. non-binding investment code for APEC. . 
In addition. the CTI work' progran;. has led to improvements in the availability of CUStoms 
information among APEC merI).bers'and dcvelopmen.t of both an APEC cariff manual and an 
on-line database of current APEC [afiff rates (schequled fot' testing early nex:t year). 'The 
Lea4ers cn!3.ted the Pacitic Business Forum (PSF) as a vehicle for providing regional privare 

, sector inpu.t to the APEC' process.J The various working .groups have moved ahead, on such 
pracdcal ~l.Sks a.c; surveying the'state of telecommunications infrastrucrure in the region and 
establishing elecll'onic data interchange among telecommunications companies within APEC. 

, . . 

Intr~duction 

As the United. States prepares for the 1994 APEC meetings in Bogor next m~nih, the 
·ACTPN believed it appropriate to review me prospects for APEC again and: to consider them' 
· in the larg~!r context of overall U.S. ec'onomic Qbjectives in ch~ Asia Pacific.. '..' 

I~ many significant w.ays, ¢e ACTPN's advice th~ year ls ~irnilar to last year. The. 
ACTPN continues to believe that closer eC'onomic ties to the Asia pacific are in the. best interest 
of U.S. consumers, workers. and employers. Through i[S various wor::k programs APEC is 
emerging' (IS an important forum for the nurturing of these gconomic relationships,· Thro'ugh 
APEC's wc)rking gJ'Oups, repreSentatives of diverse ecoriomic and political systems are 'working 
togetQ.~r, aying to resolve is~ues' 'Vhich iinpede the free flow of .goods, services, technology. 8.nd 

.. capital ~(mg APEC ec~noniies~ 
. . . . . 

APEC can, be an important element of multillueral effortS by the United Stares to achieve' 
· its objecti,~es in Asia. However. the ACTPN again' cautions agai~r "burdening APEC's' 
potential with unrealistic ex:pettacions." The ACTP~ ~e1icvcs that APEC is rea.dy to make 
measurable~ progress oIl: sp~c·ific issues. [har will tiber~ize' trade in, the region. but'it cautions 

:I The Pacitic Business Forum is composed of two privare se~tor members, one lar~e and 
one small Qr medium size entity, from each APEC economy. The U.S. representatlves are 
Les McCraw, 'Chairman and CEO of Fluor Corporation, and John·Hendricks. Chairman and 

:, CEO of Discovery Communications. The PBF was co-chaired by Mr. McGraw and the· 
, small business represenc.ative from Indonesia. Th~ PB~ report was presented to President 

Soeharto of Indonesia; 1994 Chairman of APEC, on October 15.'. ' " 
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strongly agilinsc an agenda w.hich might suggest that· APEC can bypass these building block 
. issues and ju.mp immediarely,inco wide·ranging free l1'ade, discussions. .' . 

lVhat th~ U.S. Should Be. Seeking .in the Asia Pacific 

DY~'lm'ic Asia Pacific private sectors are ~e engines producing specUicular growthrares ' . 
in the regkm., Yet, many foreign companies encoumer frustratingly uneven commercial 
envirolUnenls in APEC markets which discourage trade, and investment. A complex parchwork 
of national barriers limits the ability of companies to move goods, services, technOlogy, and 
capital within the region. . . 

In th(: Asia Pacific, as ersewhere: the U.S. objecrive must be co 'advance U.S. trade and 
economic interests and t~ ensure. rhatany trade ,agreem~n!:S move all economies in the region 
toward the "ideal" of free trade. As a strong supporter of open marketS, the ACTPN supports 

, a, prOCess mitt brings U.S. companies a.nd ~orkers closer to ~e day" w~en trade barriers tn the 

Asia Pacific ~e removed. They can then focus o,n producing the goods and services at wnich 


. they excel and selling. them in APEC markets witham h~ving to devote resources' to penetrating 

government-imposed or, government-tol,erated trade barriers. 

In thel Asia Pacific; as elsewhere, the United States. shou+d use ~ available means to 
pursue ¢.e elements of free trade and to attain the free,flow of goods. services~ technology. and 
capital. ,These means should include' multilateral, regional •. sub·regio~, and bilateral 
negotiations on issues such as' tariff and non-tariff, barriers, investor rights, government 
procurement, non-<iiscriminatory taX treatment, regulatory transparency. technology transfer 
requirements, government intervention in imposing market limitations, and inteUectual property 
prote~tions. The United States ~hould also suppon and utilize ava;lable dispme reso!~tion . 
mechanisms at the regional level and 'through the proposed WTO. Asa last resort, the United 
Sta~es also retains the option of actions under irs trade laws. 

Agreements between me United State~ and one or more APEC member econ9mies on ' 
volunra..ry codes,or st3.te.qlents of. principle' on issues such as investment righrs can also be a, . 

. useful tool for making progress toward liberalized trade in goods. services, technology. and 
capital. 'However, the U.S. government should not acquiesce ro, statemenrs of priIicipleorto 
voluntary codes if doing so will have the effect of lowering U.S.• GA:rr. or OEeD standards. 

, The United· States mUSt constantly seek to mqve the ball forward" and rebuff efforts by odler 
countries to consider such volunca.ry codes or statementS as ceilings rame; than, floors, for Jutur.e 
negotiations. NAFTA and the Uruguay Round agree~ents should be the starting point for 
further U.S. l:na.rket-opening initiatives in. Asia and. elsewhere.· . 

, ' 

The d.evelopment of cooperative· working relationships and continued progress .on 
. liberalizing trade in the Asia Pacific may provide the, United States with 9Pporrunicies to apvance 

its. goals on (:votving issues such as worker rights and the. environment thro~gh APEC. A 
number of APEC member countries have already engaged in di~cussionS with the Administration 
on worker rights as part of the .GSP process. Current commercial practices in the region with 
'respect to' fisheries. timber. and trade in .endangered species raise environrnent:a.l i~sues that could 

...... 
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the array of 'available tools and the opportunities for reaching 'murually be~eficial 
. arrangements with one or more APEC trading partners arcplemiful. The U.S. shou1.d be ra.l..::ing 

advant;J.geof the cooperarive atmosphe~e fostered by APEC's; development co addres5 issues of 
particular ccmcern to the U.S. pr.ivate. sector. 

Succl!S~ful bilateralnegorlations on investment'tre?ties (BITs) and imellectual property . 
(IP) agreeme:ms. wiLh one or Inore.APEC partners who are prepared co comply with established' . 
BIT and rp standards would make a significant conrIi~u,tion to U.S. priv.ate SeCtor efforts to 
develop a meaningful presence in these markers and would lay the precedem for similar future 
agreements. Similarly. accession by ocher. AP'EC members to NAFJA or possibly elements 

, thereof. could build on existing agreements and 'form the foundation for.1arer, broader regIonal 
or sub-regional. accords', ' . 

The diversIty of U.S. interesrs.'and the diversity of the Asia Pacific economies demand' 
a flexible. multifaceted approach if the United Staces and the other APEC members are to make 
useful progre:ss coward' improving [he ~tmosphe(e for trade.. business, and investmeoc in the Asia 
Pacitic. The: ACTPN, urges the u.s: government to use the upcoming meeringin Bogor as an 
opportUnity to reiterate the·tI.S. ~ommi(ment.to the regic:m and to make clear its unambiguous, 
intention to r~ove forward on many fronts to advance both mutual and domes~c interests iri me, 

. year ahead. ..' . ' ..' '.' :' . . ",. 

Finally, the ACTPN urges the United Srates to encourage P~es{dent Soehano. rhehost 
for the 1994 Leaders M~c~g.tO' ensure that all lead~rs of APEC members, includi~g Taiw;tn . 
and Hong KClng., are able to, participate in this importan[meeting. APEC'sultimate success 
depends on the participation and commitment of all APEC leaders. Taiwan, ,for example, is the 
thineenth lar;gest trading economy in the world and a major economic power in the region:. Ie 
should not be~ relegated to a different participatory status in me~tings among APEC Lcade~s, . 

The ,Role 'of APEe 

, . In 1994, APEC has proved itSelf increaSingly capable of providing a forum for pr~ucti~e 
,discussion andprogress on a relatively limited'agenda. 'Whenthcy 'meet in Bogornext month, 
the' APEC 'Leaders' should sec clear. executable objectives for the next .twenty-four months. The . 
ACT?N's sUi~gestions for such, an agenda are detailed" later in this report.. ' .. 

, . . . 

Over 1,he next five years. APEC will cOlltinue to mature. Steady progress on discrece 
issues like dlat made in 1994 will further increase regional.confidence in its efforts. However, 
APEC i~ not s;ufficiencly developed tob~ the' central element in U.S. economic policy in the Asia 
Pacific. Nor is APEC's rwo".year old secretariat yet capable of cO?rdinaring wide·ranging free 
trade negotiations. The burden of too ambicious aI}.effort on both APEC and its members could 
un~errnine the important work they are prepared to 'achieve. by· diverting resource~ and 
forestalling progress on imporrantdiscrete or bilateral issues' until all issues' are resolved in a 
comprehen~ive agreement. 

! 
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We are unanim'ous in our belief (hac che,esr.ablishm~nc and achievement of short cerm 
goals for APEC is essential to ma!<ing progress'toward tong-term free trade objectives. The 
work conducted in the various APEC working groups and committees should complement the 
efforts already underway inother multilateral, regional. or subregional forums. APEC oriorities 
should be C:,eterm'ined'by the le~'el of,sU'acegic benefit businesses and workers in the reCti~n would 
derive from APEC-wide agreements on Lhe issues chosen.. Such agreements s,ho~!d lay. chI;! 
'groundwork to ensure that market integration in APEC proceeds in a manner that advances ,the 
interests of U:S. consumers, workers. and'businesses. We are, convinced thac'the momemurn 
flowing from these effor,ts will spill over inco ocher problem areas, making additional agreements 
more feasible. In a very few years. this netWork of agreementS can become the foundacion for' 
regional fre:e trade. " , 

This bottom~up approach will do more co promote the emergence of a. stable. predier.a.ble; 
and transpatent APEC commercial,environ,menr than any other agenda APEC could pursue. The 
distant goaJ ~f achi~ving free trade in the APEC region by ,the year. 2020 proposed by the .. 
Eminent Persons Group (EPG) or hy 2002 and 2010 as propos,ed by ,the PBF is commendaplc., 
However. we'in the American private. sector seek action todavto improve the environment 
w'ithin which all companies 'do business throughout the Asia Pacific. Unless APEC demonstrates 

,the will to immediateiy and consistently attack key trade and investment barriers, .it will lose 

'private secmr support arid the goal of free trade in the APEC region will recede onto ever ,more 

diS,tant horitoQS.' . ' 


.We' worry chat APEC's reru progress may.bog down ifgovernmentS seek quick least 
. 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 paralyie the.movement iqward more open markets. Thus, ~orking gr9uPS' 
in, th«se areas should not produce heavily brokered documents which then h.arden into cant. The 
U.nited Stat:e~ muse constaIi~y seek to move the ball forwa.+d and deter .effortS by other countries " 
[0 cons.ider voluntary codes or statements as ceilings rather [han floors for fumre negotiations. 
The Uniced States' must enS-ure that the work of mese groups.continues ,evolving. toward an APEC, 
enYirorurientwhe~e goyernmentS encourage ra~er than stymie the easy move.I\1ent of gpod.s, 
services. tet;hnology. and capital in their efforts to promote increased employmei1t and.better' 
'living s~dards' for their Ci$ens. ' 

This bottom-up approach also gives 'major APEC countries wiili whom the Uniced' Stites 
has' important 'outstanding bilateral issues me opporti..mir-t to demoristrate their com~itmeht to 
free trade by agreeing ,to,~ implementing, specitlc market-opening measures.. Such a 
demonsU'atiol1, will be essential if future effortS (oward broader ,trade liberalization agreements 
in the region are to win the Support of Congress or the U.S. privace sector. . 
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A Two~Year A.genda for MEC 

, , In order to continue the process of buildfng co~fidence within APEC and simultaneously 
to advance, concrete U.S. economic interests. the ACTPN recommends a twenty-four month 
work progr.t:n ~ha[ cackl,es three types ofprojeers. A~EC should first buihi on work already 
under way In ltS workIng groups and the subcommmees of the Committee on Trade & 
Investment (CTn. Second, APEC should begin ~cklirlg m'e unfinislled business of the Uruguay 
Round. ,Third,. APEC sho~ld' establish timetables for pro~ress 'on new issues. including 
acceleranng the lmplemenratlon of some Uruguay Round commitmems.', , 

Such an agenda ,builds predominantly 'on efforts which the United 'Stines ,and irs APEC 
partners have already undeItaken either through existing APEC working groups or through the 
Uruguay Round negoeiations and .thus should neither burden-APEC unduly nor l),eighren undue 
c;onc~rn abOl.lt a U .S.-centered agenda among our APEC parmers. . 

1. ' ,Building on Existing,APEC Projects 

D~ing their meeting next month. the "Leaders sh9uld direcc ~t' specific measurable 
progress be made in at least t1jree current agenda areas. ,inves~ent, mucual recognition' 
agreements' (MRA.s), and ,customs. by the time of ,the I)ext, Leaders meeting in Tokyo in 
November of 1995. ' 

A: Tnvestment Pri"uiples 

The climn,te for investmen~ Vfithin'the APEC r~gionis not always conducive to foreign 
or even dOIilestic companieS seeking to esrab'Hsh operations throughout the Asia Pacific.. 
Creating 'a more hospitable environment for investment was high on the APEC Leaders' agenda 
last year, and should remain so. ' " 

:Today. foreign inv'estors cannot be sure of getting national treatinent in every APEC 
market. Th.::y can be subjected' to onerous perfor~ance' requirementswhi~h can frustrate 

, 'planned entries into particular markets. 'The work to date on a voluntary 'cod,~ of investment 
principles has increased understanding' among APEC, members', and the, ACTPN urges the 
AdministradCln co continue itS commitment'to this process., ' , 

Potential investors .in the APEC ,region are oftendeterted'by national restrictions which 
limit companies' ability 'to bring capital, [~~hnology and jobs into some APEC economies. 'In 

" addition. exporters to certain APEC ecOnomieS confront 'noe only high ,tariff barriers for key' 
pr04ucrs but also a web of national regulations and, regutacors in sectors ranging from, 
disrribution'tel teiecommunications and from consrruetion [0 software.' Before they can penetrate 
markets. corr.lpanies', often must' navigate through complex: building codes "and ,zoning ta,ws, 
opaque if not' arbitrary health and safety regulations, bUrdensome La.:~ laws: and anti-competitive 
business, prac:tices. . 

We' be:lieve that ~Il foreign', investors should have unqualified guaran[ees' thar., [hey will 
enjoy n~tional treatment in all APEC markets and 'that they, will no~ oe subject to perfornance 
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requirements. Tne magnitude of inrrasrrucmre invesu:nentrequired in thes~ marketS is irr.~eil..Se' . 
markets wl:ere such guarantees e~ist will ultimately attract [he lion's: share of foreign cirec~ 
investment. '. .... 

We ·also recognize the realities Wl1ich often confront governments seeking resources :0 
accelerare growth and .development. At any point in time, it is ve.ry difficult to fu:c. 
~ompr~rnisl~s between~e se~mingly diver~cnt incerestSof ?atio~~ g9vemmentS ..their domest:c 
mdustnes. ,and the foreign ITIvesrors seekmg to enter theIr markets. However. governme:i:S 
anxious (Q mtract <:apita! and technology ofte'n do notlmderstand, let alone c:l!'e .about the rts!G 
o~ losing in the ~omp~[idon for foreign invesunem. 1!te private sector u.1roughout ehe reg:on 
n~eds co educace these governments abou~ its needs in this area. .' ' . 

" 
. ,. 

APEC governments'should accelerate the mo.....ement towa.r4 a non-<iiscriminalory se: of 
investment principles by phasing out exceptions to national 'treatment. performarlce requiremer.tS .. 
and quaIific,ations to, other elements in the current draft of the APEC non-binding investInem. 

, principLes. If the Ministers come to. consensus on the investment pijnciples during their mee~ing 
next month. we recommend that iliey agree to seek .the inclusion of such sunset language In t.~e 
current investment principles docume~t and that the final sunsct date be ,Decer.r~.ber 31, 1997. 

B: . Mutual Recognition Agreement)f 

Market access and regulation cross paths in the area of standards, certification and testing . 
requirements. For example, national' ~dates for the protection of coosl:lmer h~alth and ,safety 
affect trade and investrn~m' inpharmaceut,icals. food, cosmetics. beverage alcohol, and 9ther 
products which can command'vast markets in the APEC region. ,Similarly, national, regulatioDS 
affecting different aspects of telecommunications, construction', automotive produ~tS. 
dist:ribution~ profession~ services., and other sectors often' present' insuperable barriers to 
companies se:eking [0 do business 'in many APEC marketS. 'Often' these requirements serve as 

. , non-tariff barriers [0 these markets. . , , , . 
. . 

One, ·rn.eans of introducing a degree of order, into the regulatorylinarket- access arena is 
. ,via MRAs. .Simply put.. an MRA marks 'a t1rst step'toward harmonizing r~gulatioDS 'across ,the 

'APEC region.. In an'MRA; t'lNO ,or more countries agree to recognize the competence o~ 
regulatory authorities in the 'other(s) to assess whether a product confor.ms to the requirements 
of their own national laws. . 

, The MRA approach is currendybeing used b~ th~ Europ~an Union as it seeks agreements 
with its major. trading partners on conformity assessment in a number of different sectors. In 
APEC. ther~ is already interest in pursuing an MRA ,approach. The ACTPN believes that 
effortS to conclude MRAs) in' APEC sIlould be strengthened a!1d given greater' priority. 
Companies throughout the APEC regIon can only benefit frQm agreements that will accelerate 
the process 'of 'co~pliance 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. Iapan. Canada arid the European trn,ion did at their recent Quaarilateral Meeting, 
in California. " 

http:confor.ms
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Mor~ specifh:ailY. ~e recommend the esrabiishment of teams which indtide r..r:.e ret:::'ll:C 
regularory authorities from each APEC country with a manc.a[e [0 negoLia~e a discret.! Lli.!rr::~;.=;r 

, of APEC~wic!e sectoral MR.-\s by ,Gieend of 1996. The teams would work au( issues invcl~1 :r..:z 
r-r"e tesdng of products impor"~nt to U.S. commerce, sllch as pharrnac:micals, fooc! and be'ie:::l:Z~ 
productS, and ochers. as well as products of imponance (0 our APEC panne:-s. 

c: CustlJ11'"J. 

The Customs,working group has atrempted to improve Customs operarions and fadI:2.:e 
emry procedure..~ in APEC countries. Amongou1er import..ant t:aining efforrs in the CU:::!C;,:1:i 
arena, the ACrPN applauds rhe upcoming November workshop which ~ili tackle Cusrortl'{c::/~ 
in tigh(ing trade in pirated ,and counterfeited goods. This workshop will be APEC's E:.s: 

. initiative i~ the ,area of. intellectual property rights (IPR).The ACTPN recommends L1a:~"c;i5 
initial effort be followed bv similar APEC·wide enforcement seminars on the domestic a3oe::;:s 
of I~R enforcement, Stich k specific trainingfo'r police, prosecutors, and judges. • , 

II. UnJi.nislzed Unlgua,y Rou~d Work 

A: Eillallcial 'Services 

. Substantially improved market.access fo~' fmancial se(Vices' re~ains an imp0rr.3.nt goal fir 
the: United Stltes,' particularly throughout the Asia Pacific. In 1993, .~PEC's commicrnen'~ to 
the Uruguay Round helped create the momentum to bri.rig the Round. to. conclusion. Similar!y. 
du-ection from the Ministers or the"teaders to reach consensus on financial services in the snol.'t~ 
term c'ould pr'Jvide needed imperus for the eicerided negotiations on financial services that wm 
[alee place in the six months following the entry into force of the Urugti~y Round agreements. 

~ " .' .. .. 

B: Telecommunications. 
....... . . .' 


The Umguay Round did not result in agreements on telecommunications market access, 
which is now the subject of continuing negotiatio[).S. Some of ou~ APEC partners were resistan.r 
to the idea of,access to basic telecommunications services markets. . ' 

Improved telecommunications are vital to the Asia Pacific's economic gfowth and 
devel~pmenc., Increased market access :;'lin provide greater incentives to investors and thus more. 
capital for infrastrucrure development and the growth of business,., 'The Unired. States should 
encourage the opening of basic services markets overseas. APECs work to, prqvide models ror 
reg'ion-wide interna.tiO!laI vah.te~added network services (TVANs) is constructive. Bilateral effortS 
by the ,United States to. open enhanced services markets in cer..ain Asian councries also has a 
beneficial effect. The United :States should seek the coop'eration of its A~EC partners in rhe 
ongoing U rugllay' Round negoti~tiQns and should encourage them co be forthcoming in opening 
their basic serllices markets to competition. ' 

I , 

Finally, in addition to APEC.coopera:tion on completing the Urug~ay Round negotiations 
oil basic telecommunications. we applaud efforts undervtay to b,egin an APEC dialogue on the· 
Otobal· Inforri:1ation infrastructure. Such a,dja:\ogue would 'include' iss\les relatingtC 
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infras[r~ctuI'e and technology as weI! as' issues reiaring to content. ' Critical issuesreiacing to 
content tn~lude non...:discriminacory access 'foJ providers, procecdon of incelIecrual property. and, 

, technologlc~~secunty safeguards. 

III: New Issues for APEC 

A:, Accelerating/Ruilding Of! Uro.zuav Round Discussions 
. . 	 . . 

.' We understahd ,thar thete has been agreement in principle among APEC councrie.<; co 
provide educatio'nal' and technical, assiStai1ce to APEC country officials implementing their 
Uruguay Round commitmems. ·The ACT~N strongly supports this endeavor. ' 

I. Tariffs' 

Despite the movement LOward significantly lower tariffs in the Uruguay Round, high 
tariffs. w~l1 mexcess of 20 %, on certain widely traded goods still tmpedeaccess to .many APEC' 
markets:: Such t..1Iiffs can also be, a. serious probl~m for investors in increasingly active 
aisg-ibutiqn ~;ectors around the region.. Automotive' products. food and agr~cultural. products, 
toys, candy, confectionery and beverage alcohol, 'among other U.S. exportS, face very high' 
dut:ie.~ in .several 'APEC markets. The ACTIN recommends that APEC' move quickly to 
negotiare major reductions in .thetariff rates on rllese aild oth~r'.high~tariff items in a manner 
consistent with 'OATT rul~.. The Leaders should direct the achievement of results by the 1996 
A,PEC Lead€\rs meeting.' , 

" 

, 2. InteUectual Prqperty 
. 	 ..~ 

" Scron:;. ~lliiform intellectuil proper~y protection in the' Asia ,~aCific is a crucial eleme'?-t 
in the competitiveness of U.S. i'ndustry and will concribute to the economic· development of all 
APEC,members. Currently, progress towar4 such,protections among key'~PEC members.is 
,	tenuous 'at lx:st. For example. the Governrflent of ~ingapore is ,consi~ering a draft patent bill 
which would'reduce protection frOD;!. current'levels 'and take the level of patent proteCtion and 
enforceme':lt below the standards' mandated by the Uruguay Round TRIPs Agreen:;enc. In 
addition, ASEAN economic ministers are' considering the adoption of acommori code on 

. intellectual propeny . .P(otection, repone'dly to present a common front. in future intellectual' 
property negmia~ion.s with the United'5rates. , Finally, the United 5tates is engaged in very 
intensive bilateral negotiations' with, the People's Republic of China on the enforcement of 
copyrights, tI'ademarkS, and patents,." 0 ' • • , 

, , . 

These recent events,' coup[~d with the obligarion of ~ll. APEC membersto.iniplement their 
Uruguay Round'TRIps commitments and the ongoing and e~pected U.S.' bilateral negotia.cions 
with a numbE~r of countries in' the' region, make it imperative that the ad~quate and effective.· 
protection of intellecrual propertycontin~e to be a promirien~ issue within APEC. 

, I 

, The ACTPN welcomes the,APEC decisio~ co hold a symposium in early 1995 on the: 
impleme,D:tati()n of the TRIPs Agreemen~~ wh-iCh the ACTPN ~elieves· should focus on the 
substantive s1:andard;i of inceUecrual property protecci~n, es~ecially those TRIPs p,rovis,ioflS,. such 
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as Anicle 70(8). that must be implemented immediately by all WTO members. APEC should 
consider organizing other seminars. and workshops thac would bring together technical specialists 
who would focus on specific intellectual property-relared (e.g, patent. copyright; crademark) 

. issues ~i1d the in~ticutiona1 and .legal infrastructure needed to implement and suppOrt such strong 
prorecClon. . 

In developing the APEC program on intellectual property, U~S. officials m'ust ensure that 
the seminars suppon: the strongest standards. of intellectual prOperty protection and enforcement. 
In this regal'd, the ACTPN recalls rhe conclusion of its January 15, 1994 reportonche Uruguay 
Round. thar the TRIPs Agreement would' "at best... when fully implemented in the year 
2006.:.establish a floor for the worldwide' protection of·in"terIe.ctuaI·property.'~· The ACTPN 
went on to \J.rge the United States co seek higher srandards'6fiIiteHectual property procectionthan 
those found in TRIPs. The ACTPN reiterates this view in the APECcomext. Wllile in manv 
respects TRI·Ps provides high standards of protection, it ·m~t.not be used as the sole benchmark 
in APEC discussions or in bilateral intellectual property negotiations with countries in the Asia 
Pacific. Thl: ACTPN 'strongly believes that .the United States should 'seek more adequate levels 
of protectioll than are found in the Uruguay Round TRIPs Agreement on several key issues. 
some of which were oudined in -the Report to C;ongress on'che Unlguay RoW'..d by the Industry 
Funaional Advisory Committee on Intellectual Propeny Rights for Trade Policy Marters (January 
10, 19'94).. These include the prevention of sale of paraJlel imports if the holder of the v;alid 
patent objecr.3 (rhe' "international exhaustion" issue);. protection for the remainder of:the pacent 
life of certain productS iIi. countries cha~ fail~d to provide patent protection for those products 
under their ()ld patent laws (the "p.ipdine protection'" issue): 'protection for'biotechnology and 
its productS; full national treacment in copyright, which· is particularly important' to the audio
visual industry;' and 'further. protection. of trade secrets agaiilst third-party disclosure and of 
proprier.ary registration'information given ~ goveniments. , . '. . . 

" . 

Although rhe holding of seminars .is laudable. and an Important s~p in promoting the 
protection of intellectual.property rightS•. the United. States should .encourage ~EC members 
to establish 1;trong court systems and adr:ninisrrative ·organizatio.os to enforce the var~ous [PR 
laws and regulations un~formly, consisten~y, and fairly. . 

. Finally, the ACTPN 'noteS that the development of the bro~ U .S.consensus in suPPOrt' 
of adequate and effective i~tellectua1.property protection over the course of the GAIT, NAFTA • 

. and the numerous' bilateral negotiations both in the Asia 'Pa~i~c and other r~gions resulted ~om 
a close collaboration betWeen' the U.S. gQvernment and private sector. The ACTPN urges the 
United States. to use the expertise .on· iIitellectual propertY found among the members ,of the 
ACTPN and with,in the other private sectot advisory groups· in ,the ·planning· and, where ,. 
appropriate, the impief!1entatio~·of.the Intellectual pr0l'erty.related aC,tivities of APEC.. 
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3. Agricultural Subsidi,es 

. A m~ljor barrier .'(0 expansion of U,S.· agricultural exports in th{Asia~Pacitic re:lio~ is 
[he extensive 'use of sUb::;i.dies by countries outside·the region [0 export products tO~APEC 
member 'countries. which has heavily distorted world trade in many such products.. The. 
Uruguay Round agreements .partially address this issue by requiring some reductions in bmh . 
over'all volutnes and ouciays of agricultural export subsidies. However. signiticanc sUbsidized 
exports frC?m countries outside me region to destinations within it will continue throughout the 
implementation period for the Uruguay Round agreements. . 

The creation. of a trading environment iIi. the Asia ·Pacific that is iargely free of export 

subsidies forexport~ originating from both inside and outside the region is high on the' age.nda 

of U.S. agricultural exporting industries. We .recommend that an . APEC' workin

.~.. 
a grouo be 
. 


established !C' explore means of achieving this objective. ' 


~. Environment 

The ACTPN a1so.~ores ongoing efforts at 'the working group and ministerial level with 
. respect to environmental issues. APEC 'shou\d foster discussion among regional government. 
indUstry. and i:nvironmental'groups :so (bey can work: together to identify environmental concerns , 
and possible solutions to those pr:oblems. Regional cooperation on these· important issues and 
effons to develop reg~onal consensus in support of the GAIT wor~ progra~ on the· evolving 
issue'· of trade .and environment ~oilld be a valuable contribution to APEC and the WTO. . 

Other New '"sues for APEC, 

1. Labor' 

The U.S. government devoted' substantial energy to 'it! effort to establish a GATI' . 
working party' on me relationship betWeen worker rights and trade from the opening of the 
Uruguay Round until its conclUSIon: Because the controversy surrounding this issue has' been 
intenSe 'throughout APfe, establishing a dialogue within APEC; .tocr-aft an agenda on labor 
issue.~ could hl~lp to develop an important (oundation for lJ :S. efforts on wo'rker rig~ts in the 
WTO. ' 	 . 

, 	 . , 

A full ;airing'of the different views on. the relati~nship of worker issues to, trade will 
benefit worker:; and businesses. and will enhance APEC's,ability co contribuce.consttUctively to 
the multilateral discussion at 'the· WTO.. Initiining a discussion within APEC of dle relationship 

.	between worker. issues and. trade and see~ing to reach common understanding in the near furore· 
could help broaden suppOrt for trade liberal,ization effortS. 

, ,. 
2. Automotive Products 

Because of the high value. of the a~tomocive products' secto~ and th~,extreme crade , 

jmbalances whiCh are being exaCerbated by increasing capacity in the region. a working 

group on this s·ector sh~uld beconsideced to avoi~ continuing and escalating trade. friction 


. 	 . 
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resulting from a lack of reciprocal trade in tht; sector. This should not be seen as a substitute 
for on-going negotiations between the United Scares and 'ind ividual nations. However. it 
should elevate the sector to the level of importance it plays in the o\ierail economy among 
·most APEC naLions. . . . 

Conclusion 
, . . 

The ACTPN srrongly supports trade iiberalization in the 'dynamic Asia Padfie r:gion. 
APEC is a' vehicle that can be used to achieve trade liberalization and should c'ontinue to be 
an importa.!lt component of the President's trade policy. However,. APEC is a young 
institution, and the United States should recognize its limitations. The President should 
continue to vigorously pursue all means of achieving free trade with Asian nations. including 
multilateral., regional, sub-regional. and bilateral negotiations. The issues are multitudinoUs 
and complex. and APJ;C is not the ~orum for resolving' all problems.. 

. . 
For businesses, consumers .. workers. loc31 governmentS, and environmental groups to' 

have confid'~nce that APEC members are serious, about the pursuit .of "free trade." . there 
· must be concrete accomplishments in the sho~ ~erm. The ACTPN's proposed tWo-year 
agenda is meant to provide guidance to the' .President on constructiye s.teps toward the i9.eal . 
of free tradE~.' . 

We ~"ish the President well in his trip n~t month 'and stand rea9-Y to assist him on 
· these and .other issues. 

. ' 

• • • I ~ 
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The report ~ritici2es the notion of a date certain for 
ac:hieving free trade in' the APEC region as baing too 
c.i,stant to ootain improvement for the business enviro!l_-:-:ent 
wtdch is needed 'today", I am ur:.comfortable, with this 
cha~acterization, given ~hat a?pear~ to be·a strong 
consensus now behind the oolitical decision to move 
ahead with ~hisgoal amon,S- the ?..PEC' economies. 

While these and 'other obi,ectives laid out for' the' two 
year agenda migh~be d~sirable fr6m the point of'view 
'of &~erican business, I have serious reservations a~out 
their' practicality and feas'ibili ty .:, ' 

Thi:re is more to the APEC. process than sblply real£Zing 

shtJ rt tet1U U,. S. commercial obj ective $ • In fact J I, 

wOllld argue that few I ,i f .any I sho'rt. ,term 'U. S., commerc ial 

'obj ectives are achievable at all. 'in the APEC' context. ' 
We Americans must be extra careful t~ avoid loading U~ 
thE;, .APEC agenda with ac1:ivity that simply' 'cannot be' .: 
~c,:om?lished wi,thin a reaso~able perio.d of time.. , 

, . 
,Mol~e L'ttpqrtaid:ly, we must force, oU:1='se,lves to ste~ back' 
and allow the host nations for each annual event to 
'a:s-si'ume t.he 'lead" and,:x::esponsibility for push'ing the 
AP'£C agenda, forward. Were the recommendations of the 
AC'l'PN. draft I for example I to be tho'se o·f', this 'yea!: IS 

host, President Suharto,.'W'e could' wholeheaJ;tedly support 
them; But, appearing as they do in a U,.5. repo,;-tl' ,the 
ACTPN may be ,quite justifiably accused of ~ushing ,too 

, hard certain American themes ,which will set off a counter 
reaction that 'will inevitably, occur'w,ithin cer~ain APEe 
economies~ 

I appr'eci~t.e that the, ACTPN is,' u,.""l.der 'cons'iderable pressure 
to I?roduce a c.ocume,nt soon for the Administration I s 
consideration.': However I I think it goes toofa.r I ,too 

, fast; and could do 'just ~hat the report warns against" by 
bur1iening APEC with un~ealistic expectations. 

" 

Sincerelt, , 

,~,(.. ','" I-L-,','-~,'
MRGlrnb /. 
cc: Mr"W.L. Lyons Brown, Jr. ' 

Chairman and CEO 
Brown Forman Corporation 

'. "-" 
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Recommendations on APEC of the President's 

Advisory Committee on Trade Policy and .Ne~otiati~ns 

STATEl\'[E~T BY KU1fRYN S. Fu1.LER A.'lD FRED ;K.RliPP 

If,market imegrariori in we Asia-PaCitic is to serve the long-term inten:srs of 
the United StJtes and its traCJ.ing partners, environmental and crade- policies must be 
integrated in suppon of sustainable development. The advice of. the majority of the 
ACTPN .:as expressed in the foregoing' pages of the:ie. Recommenda.!ion.s on APEe 
("the Report"), fails to take adequate account· of this basic '[ruth, and in some 
instances appears to contradict it outright. In:the N~A..fTA COntext, U.S. ne'szotiatars 
were able to produce an agreement that for the first· time recoghlzed' the vi~l Iiri.t:;s 
between trade and the environment. 'This accomplishrIlent depended on v.igorous U:S; 
leadership throughout the negotiating process. The majority portion of this Report 
would leave U.S. negotiators ,withom advice to pursue environmental' objectives with 
C;qu..al vigor ill the APEC arena. Despite 'recognizing the relevance of environmellt:;U 
issues, and issuing' a welcome c'all for "continuing progress onthe environment" in 
the Asia-Pacific, the majo~ty ,view does ·not constitute a sufficieI].t basis for U.S. 
negociatiollS in the region, and we decline to: endorse it. 

, . , 

. The majority view errs fundamentally in omitting the goal of sustainaqle 
developm~~nt froin its description of U:S. priorities in tbe Asia-Pacific, ail.~ in treating 
the enviromTll;:nr:is an ancillary concern, capable of opportUnistic adv~cement 
through tb.e APEC process, but not to be integrated into the core of U.S. negotiating 

,objectives.. This failure is difficult to understand in the fac~ of U.S. international 

obligation') I of the hi-partisan policies adopted by a succession of U.S. 

administrations, and of the advice repeatedly rendered to the United Stares bY'a, wide 

variety of bodies;, including ,the Eminent Persons· Group, the APE!:; environmental 


:' ministers and experts, variouS business groups. 'aJ?d the ACTPN itself.' . . '. 

_ 1 U.S. intenwionat obligations to pursue ~USt:tituble development through appropriate trade-
environment Links include those contained in the Rio Deciararian on Environment and Dellelopmtnl and 
in Agenda 2.[: the preamble [0 the Agreement Establishine (he World Trade Orr(,artiZQriol1, 3.SW~1l as 'the 
Decision on .Trade and Environmint ,;tdopted eailh::r· this year by the GAIT CONTRACTING PARTIES 
reenforce thl!S~ com,mitmentS. Regarding specific l!.S. commitml."Ilts in the APEC conte"t. ~ e. ('J 

APF.C envirmtmenral Vision Statemenr (issued by APEC Minsters Responsible [or the Environment, 
Vancouver. MiU'Ch 1994) (calling for ·as~ategic 'llpproach" to the trade:-environment link in APfe. 

, and stating, "We reaffum the inseparable link:llges be[';lleen environment [sic1 p~otection and economic 
groWth to build an enduring foulldatioa .for sllStaioable development in ottr region .•.. by integrating 
environmcatalconsiderations into .rclevaIu policy development and economic decisions throughout' the 
region.); ill, gW? Framework of PrindDles for Integrating Economy and Environment in .4PEC (issued 

. with the foregoing Vision· Statement). Regardiug advice previously rendered [0 the United ,States. l$!.. 
!:.L. d..J:1.ri.£n for APEC CReport:of the );m.ineut Persons Group [0 .A..PEC M.i~isters. Ocrober .1993) 3.~ 
pp. 46-4~ ("i['he need [ointegrare' en\'ironmen[ai considerations into broader economic policies·w3.S a 
centr.'1l themtl at last year's.Rio EJrth S~mm.it and i:a now widely accepted. Thus. the APEC members 
should ensure: f,b.:u they are embarked on a course of sustainable develop~e!lt. : •. APEC members . 

. (continued•.. ) '. 
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TIt.e, APEC 'process' its'elf, although meriting the environmental criticisms 
discussed be!ow, 'has begun to lay [he groundwork for a regional trade strategy that 
fosters sustamable development Thus, our . strong disappointment with the rnajoricy 
view should no~ b~ read as pur~ dissatisfaction with APEe,: or with ·the U.S. approach 
to APEC negotIattons. In ~artlcular, three of the ten AP~C working groups have' 

·mandates cover.ng a r~nge of environmental questions, while at least tlm~e others 
cover copics wh~ie environmental issues should playa key role. Moreover APEC 

, . ,.. 

Leaders h.lve discussed the environmentil dimension of APEC relations. while [heir 

ministers have issued aClear call for APEC "to develop a' strategic approach.' bai~d 

on s~stainable development principles, for env.lrorunent considerations to be fully.. 

integrated im~ the program of each APEC wprking group and. policy committee. 112 


. . 

, Nevertheless. APEe has so far produced little concrete pro'gress on' , 
environme:ntal issues, and has kept them tcio fat sequestered from' current tr3.de caLles, 
The 'working grO"!lps have' tended to focus on narro~ questions of "technical 
cooperatioll", and, in the case cJf trade in ,timber. the, absence of an approptiate 
working gl'OUp has assured' APEC's inattention. As noted in the majority report. 
many of APECs environmental problems (such a,s the unsustaip.able depletion of 
marine and, forest resource~, and trade in endangered species) relate directly to trade 

'(.. ,continued) , 
should make sure th,<lt their trade and environmen!al policies are mutUally reinforcing •••• ~): 
Achievin.g the APEC Vision (S~ond Report of the En;inent Persons Group, August 1994) at pp. 27-29 , 
(noting endorsement by APEC ministers of EPG's call for goal of sustalriable development. urging 
·AP£C to make tr3de and environment -muru.ally reinforcing", and setting oui several specific 
recommendatj:ons for iaiple~ndng the trade-enYiroument link); En.vironmental Poliev Paper (draft· 
issued by the Pacific Basin Economic Council. August 1994) (noting the importance ,of liberalized tr3de' 
to achieving sustainable ,developm.ent, and stating. ··Trade :md env~nrne;ntal ~Ucies can and ,should be, 
mutUally Sup~)o1'tive·); A Business Blut!prinr (nr APEC (Report of the Pacific BusinesS Forum. Oc.tober 
(994) at pp. :n:24 (noting it is imPOrtallt ~for ecoaoD:tic development jn'the region,to occur on an 

.envirotimenU1.l1y' sustainable. basis"). The w(ernational Chamber of.Commerce h3S also endo'rsC?d, the 
principle of sustainable dev,elopmellt in i!3 Business Chaner (or Sustainable D(!VelolJmelfl (lCC, April 
1991). Regarding previous ACfPN advice.,!« ACTPN NAFTA' Ret:lot1 (September 1992) at pp. 81-83 
(welcoming 'ule "recognition tbat liberalized trade and environmental health 'cannOt be ~~,' 
advising that "environmentaJ. considcratiotlS m~t be l1pdressed within the comm of tr.1de agreemen~. 
both. bilateral anu multilateral,· and praising N'AFTA's comm.itmen~ to ·the prin~iple of sustainable 
deve!opmeul"); ACTPN Uni~lCtry Round Re.i'1Orr (January 1994) (repeating NAFTI1 Repon language and 
urging UoS. trade negotiators to pursue appropriate env.tronmental reforms to intetnationalcrade rul~). 

2. APECEnviroftmeltlal V'rsion Sratf!mC1!t (¥ancouvc:r. MarCh 1994); gg f!.!JE. Summorv Action 
Plan fo;-;;;;rming Enviromilelllo1 Cumiderarioru, tm" APEC (APEC Environment Experts. August 
1994) (setting out a seri~s of recomm(.:ndcd actions fo'r implementation by the ETI, the CTl. anu eight 
0.( the APEC wo~k.ing groups: W(O integrate environmen~ and sust.ainable de,velopmenr con.siuer.Ltions . 
into the work plan of ~~C·)', ..' , ' ..' ',' 

'. , 
" 
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and commercial practices in ,the region (including practices of lh~ Unit~d Scates). 
Solutions i:o them not only will broaden domestic U. S. suppOrt for furor: rrade ' 
initiatives. but are necessary if regional trade liberalizari.on is to help correct market 
and policy failures that toda~ causeproJound environmental effects. 

, ... 

TM majoritypon:ion of this Repon nO! only fails (0 advise U.S. negoriators to 
address thi!se impOrtan~ issues, it appears to r~cornm.end some specitic steps that 
would be i,ncpnSistent with an environmentally responsible rrade policy. For ex.ample. 
the recomrnendation that the U. S. pursue the .. absence of technology transfer 
requiremept~'f. if taken literally, is inconsistent with the rec9rnmendation qy the 
Eminent P,;:rsons Group that A,PEC members explore tech-transfer policies, includin\! 
arrangeniel1ts by which "more advanced members [can contribute] to the costs of ~ 
pollution control in less advanced pans of the region. n1 .While unfair commercial 
disadvilIirages. to private companies should be avoided. a regiomi.[ tech-mnsfer policy 
thc.it,rI1oves beyond pure reliance on market behavior could bring significant benefits 
t9 the region, including through mumally agreed tech-transfer obligations (Le., , 

, . "~equiremcmsn). Just as market iricegration in Europe ,(and, historically, in the Uruted 
States) has .benetitt:ed from policies to tranSfer resources for the 4evelopment of, 

, productiye capacities., so: tOO could prospc;rity in the APEC r~gion be enhanced. 

The majority view also recommends that U.~. negotiatOrs seek to reduce 
ftbarriers" 1:0 trad,e and investment: posed by inter alia, mtional health.and safety, t 

regulations. While we agree on the need for increased uansparency in regulatory 
processes: and join' the calls for conver~ence of natio:n~l standards through appropriate 
mutual recognition agreements. nealth and safety: regulations must no~ be lreated as 
"barriers tel traden unless they are t;mjustiflably discriminatory or are patent: disguises 
for protectionism. Here'again, we believe ol!I viewS' areconsisrent with the policies 
and interests of the United States, and with. advice pr~viously rendered by the ' 
A~TPN.4 . 

In 'S11ni, we believe the ~aj~rity report wouid' better serve the interests of ,the 
Unite4 Sra[I~S if it iududed the following recommendations:.' , 

.. The U.,S. should vigoroUsly pursue responsibly liberalized trade in the Asia
Pacific through integrated trade and env~ronme~ra~ policie~ that support 

l Achieving (he APEC Visimt CEPG, AugUSt 1994) at pp. 27.28. 
. ' . " 

• ' £ Scc. e:IL,.ACfm 'Uruguav Round Reporr (J:mU:lry \994) at pp. 108. lIS (ad.ising that trade 
agreements sb.ouid not weaken health. sa.f~ry. or environmental laws, :I.I1d rec:otnm!=I1ding 'U.S. polieic:s 
to ensure m'at legitimate: stand3tds'l1re insulared from mack 3.$ .bmiers to trade). 
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sustainable development; 

APEC Lead~rs 'at Bogor sho~ld ~pprove the Vancouver APEC Environm~n~a! 
Vision 5taremenr, and the Fram(!'Nork of PrinciDles for inTegrating Economv' 
and Environment in APEC. and sqouldrake steps to ensure their 

· implementaEion, ~cIuding through rhe actions recommended. byAPEC " 
, En'dronmem Experts for fully, integrating environmental considerationS into the 
, work of all APE~ 'working groups and policy committees; , . 

... 	 APEC Leaders at Bogor should cake public nore of the urgency of 
environmental problems in the Asia-Pacific,' and d.edicate themselves (0 

, . pursuing solurions to them as an indispe~able pan of market liberalization in 
·the region; accordingly J the esrablishrne.nt· of an APEC working group on 
timber 	trade should be considered;" 

... 	 In discussions of APEC' investment rules mdotherwise, the U.S. should 
pursue policies ~signed to promot~ appropriate ·transters of. teclmology from 
the mOre advanced to ',the less developed··members of APEC. including'thJ;ough 

·mutual tec.h-transfer agreements and througlJ, appr?priare national ~olice~; a~d 

·U..S. negotiators shou.td pursue policies in APEC consistent 'with the complete 
right of APEC mcmbc;rs to establish natiooal and local health, safety, and 
envilronmerltal regulationS: so long ··as they are not unjustifiably diScriminatory 
or t1atently disguised protect~pni$m.· . 

These recommendationS'can .(and should) be implemented in' a maImer that 
avoids :'oye:rbutdenihg" the cbmp~ex anddeli~te APEC process. ~Ioreover, we . 
believe they are fully consistent wich pi6~oting the responsible penetration of U.S. 
trade and investment in the Asia-Pacific, which we see as an important means to help '. 
bring impr(~ved commercial practices to the region. . : . 	 . . .~ 

Giv~=ri their consistency with the express goals of the .U.S. pri~ate sector. the .', 
exclusion of these recommendations from the ~jority view is es-eecially . .' 
d~appointirlg. The majority report was authored by, an ACTPN task force that did 
not include a representative of the environmental comm~ty, Despite some input at 
the ACTPN staff level,finaJ deliberations regarding its contents were reserved .~o task 

. force 	members, and the full ACrPN lacked time for a m~aningfur. 'discussion the 
. report text. We regrer that under ·these circumstances a majoritY, report will now ' 


issue that appears' to ignore the need-already rccogniz~d by APEC,by the EP9', by 

. the United States. ,and by the internation::rl cO.mmunity generally-to 'Iiberalize trclc,ie in 


the Asi:'1-Padfic through integrat~d policies $at promote sustainable d~velopment., " 
. 	 '.. .. 	 . 
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iNTERNATIONAL UNION, UNITED AUTOMOBilE, A~OSPACE & AGRICULTURAL IMPLEMENT WORKERS OF AMERICA-

OWeN F. el=3E~. ~5SIC!)jr 

VICE PHESloeNTS ' 

IN fiE?!. Y ;:;a;:'Ei'I TO ' 

17S7 N'Si'i'\~~. N,W.
Octcber19, i 994 WASHINGTON. p.e. 20036 

TEL5PHONE:' Cl021 8:Za..;scO 
FAX r.z(2) :!9:l'34S? ' 
~l..£:( 71o.a<~'IS41 

•....:-3-:"
Mr. 'N. L. Lyons'B'rown, Jr., Chairman 
ACTPN Asia Pacifi(i'Task Force 
Brown-Forman, Corporation ' 
Louisville, KY , BY FAX: 502·774·6720 

, Dear Mr. Brown: 

I appreciate all the work you and the other members of the Asia Pacific 
T~k Force have done on recommendations to ACTPN 'on ApEC. I 'do 'have 
somei dissenting ,views I. want to share with you. . . 

The UAW,,belje~es that s~tting a date c,ert~in for achieving the goal sf 
'c;n APEC ,"free.traqe"agreement.would undermine serioils negotiations to 
reduce the,tremendous trade imbalances'that characterize the current trade 
relati~mship between the U.S. and many, including the'largest. Asian , 
eCQnc)mies. While the Recommen9ations point out the limitations of such 
"free trade" negotiations. these are not strong enough: We,do not believ.e 'it is 
possible ,for such negotiations to fail'to,distract attention'from mor~ pressing 
bilateral and regional trade problems and needed solutions.: We disagree with 
the suggestion that a less pistant date certain ,would be a preferable target' 
The Administration's apparent .willingnes~ to endorse such "free trade" 
negotiations is very troubling. , 

, ' 

, If the recent'history of negotiations with' Asian c~untries, particularly 
with Japan' and China, shows anyt~ing, it is 'that talks between countnes .with 
differenl in'stitutional and structural eco'nomic arrangefTIents result in . 

. ' interminable disagreements about the meafling of "free trade", It is our 
experience, repeated again and again. that'th,ese dis'cussions are fruitles,s; 
yet, thE~y have served to 'prevent the U.S. from using the trade tools available 
to defend the jobs and 'inco.mes of Americ~n warners fro~ !njurious trad~ .. 
practices., ' 
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" The inclusion of recognition of work.er rights in. the Recommendations ' 
among the issues that need to be addressed within the APECframework and, 
in any ~free trade" dls:cussions is welcome. ' However;:the absenee of an 
e~d()rsement of the ~reation ,of an APEC working group on this subject 
mirrors the shortcomings of the GAIT process to date. The ' 
Re,C(Jmmendations. c~1I fO.r maki~g hcontinui~~ progre,ss" on worker rights 'in 
ASia, but they proVide no commitment to gammg the Incorporation of rules ' 
gC~Elrning worker rights and standards into the evolving )PEC trade regime. 
ThiS must be an essential element of any trade negotiations that wiilreceive , 
the SUpp0rt of the UAW ~nd the American labor movement. 

: ft is true. as stated in the Recommendations, that advances -in 
achielving U.S.,goalS in the relationship between trade and worker'rights and 
stanc!ards and the environment would broaden domestic support for trade 
initiatives. Howey-er, amore cO,ncrete, time-limited endorsement of the , 
progress that must occur in these areas to generate that sUPP9rt is missing 
from [he Recommendati9ns. 

In the rush to adopt ~free trade", ins'ufficfent consjderati9~ has betin 
given to the positive role that governments play ~nensuring that economic 
growth and deve,lopment is balanced. sustainable ,and equitably distributed: 

, We cannot endorse the blanket opposition in the Rej:ommerJdations to ,all 
perio/'manee requirements and,government intervention. In fact, the, ' , ,', 
enforcement of worker rights and standards, the~protecti.on,of the environment' 
arid even the protection'of prope'rty rights'requi're government interventiqn. It ' 

,	is unfair and unacceptable to limit the government's role only to the prctE!ction 
of pr9perty rights~ " , , ' " 

Many of the issues that have been'identifie<;1 in APEC working groups 
that are targetsd by the Recommendations for ~arfy resolutIon focus on ' 
investment issues rather than trade issues. This emphasis on investm'ent in 
negotiations in Asia indicates a.IJ intere$! by the Americ;an busfriess , . 

. community:in winning the right to sell in the region's markets witliol.,Jt " 
neces:sarily dismantling trade barri,ers. This strategy ,serves the interests of 
multin.ational companies that can earn p,rofits from Asian investments, but it 
does not have more than a minim~1 and indfrect benefit for American workers. 

The cur'rent focus 'of the American business comI:T1unity on investment 
issues caters to the preference of Asian governments that participation ,In their 
econorhies come through investmentand local productio'fi rather than imports. 
This is consistent with the'mercantilist str~tegi~s for development that have , 

been so popular and successful in the region. Such strategi'esare not 
benefidaJ to' the inte'rests of American workers; the U.S. government, should 
not be reinforcing them by placing,too much emphasi~ on' investment in the 
region' by U.S:~based firms. " , , 

", 

I 
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. . '. 
I wish to thank you and your .staff for their efforts, in responding to' th'e 

concems~we raised. We look forward to continuing to work with the Task 
Force on'its upcomi~gactivities. :. 

Sincerely • 

.. 

President _. 

opeiu494 

. , 

" 

.. 

. ~~~. 
Owen Bieber .. 
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lVIK 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 makesure 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 
j . . 

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 Japanshould 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 w~ch the President. has done so that we have a mutual responsibilitY for global 
growth" Both of us. We're in aspecial.position as the two greatest eC()Iiomicpowers on 
earth and so we look to work with our Japanese friends and allies, not only in the ,political 
area .which we do consrantly but the economic area as well .. . . 


· . .' 


'Q: SO, do you expeCt .my (progress).~ .. 
". . 

· MK: ,Yes I do. Intact the;1ncome taxes cuts pfthree y~s and, the delay of the consumption . 
'\ '. taX', help cond~lct... ~ help' opening these sectors of glass, insuraJlce and .medicaI techJlologyaild .• 

· telecommu'nications, with Nippon Telephone and Telegraph for cellular, agreement and . ~.~: . 
. . '. coristrUcti~n agreement in government procurement will surely' make a ,difference." I think: :,'; 
. implementation of the 'UruguayRound will make a difference. I.think what we can do ..... ' 

together:'at the AP:EC' forum is ,take ~teps toward breaking down barriers to .trade,rnaking the 
. . rules fair for everyone, Japan as ~eUas the United States,as well as all of o.~r allies, 3.!e' 

'. great steps foriN~d ..' Doing what we want todo,raising standards of living, not only iri our 
· countries but around the worl,d. ,We're given an'enormous challenge and, I believe, working 
together wecan meetit 'and we intend to do so.' .... ,_ ."., '. 

Q: What about President Clinton's ....... ~ ... 


MK: It's a step forward, not the last step, the first major step forward, in terms of the 
Framework. ]t didn't solve all of oUf problems, no single trade agreement will .. Trade is a .' . 
process, an ongoing process, you need to continue to work to make sure that we in~rease . 
trade and that we grow ino'ur'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 multi-lev'el basis, whichever is more appropriate. . . 

.. ' 



.,, 

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

MK: We have a long way to go, but let me go back here for this question because it is good. 
These are not ambiguous agreements. The whole idea, and I really have great praise for 
'Ministers Kono and Hashimot9 is to make these agreements tangible and concrete. 

, Q: How so .. , 

, MK: Not numerical pardons, not manage trade, but make them specific so thJit 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 Japanese people should' 
be very proud of their negotiators both the ministers and the officials. ' ' 

Q: And still the:re will be more negotiations .. .is this unusual., , 

, MK: ,When we where unable to reach an agreement back in February I stayed up all night. I, 
,. have had all night negotiating sessions 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,'r'don't think it is unusual. No negotiation eve~ , 

, affords too muc:~ time. Negotiators, and I am one of them, will go down to the last moment 
in order to make Sure that their goal is our cause to the best extent possible. Since I'm not', 
neither' surprised, by it nor should be co~cerned about it thatisjus( the 'nature of negotiations. 

, , Q: Do youthiIik the J ~panese :Bur~ucrats ar~ more .. : 
...':- '.. '., . t. '. 

, ' 

" MK: YOlluse the word'bureaucratS;] want to call th~m Jap~eseofficials, lhavegreat 

", .r' ", respect for~Mr" Hiashi, and others> They work with AmbaSsador Barshevsky and' my staff " 


,',and others here on this floor and I ihink'theyhave rhadegreatprogres~:'They should be " ' " 

.-;, , 

, admired for the:hardwork ~d diligence ofthe effort they 'put in. ' But, there ar.e times in', .. ' . 
,negotiations among two great countries that politics ,have to comein,to ,it. : Political decisi()n,," " 

in the 'vast sense of the word, have,to,be made. Only ministers who are reSponsible directly, 
to the peOple ofill our the president can do that. So this is noia.fiy criticisrp. of individuals,' I ' 

" , would never-del that. It is really just a recognition that there times when negotiations have to 
, go to the ministerial rea1min order to be a political' loyalty if you uriderstandine. Not a' , 

,,' ' 'partial political decision but a politidal decision made ,With, best interest ofall our people in 
the United Statt~s or Japan is made.' That is what happens in this case and took place in these 
negotiations. ' It happens in other cases as well.' , , " , , , 

Q: Have you fou'ndthat Japanese attitudes., .. 
" ' 

,MK: One thing that I d~n't 'do is comment' on th~ internal policy and attitUdes of any 
government. I think that would'be inappropriate. I have enjoyed working with each of the 
'Japanese govemments 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 ~d Kono as we try to work together and make'sure we have goOd commerce' and: " 



to make sure wf.~ 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't criticfzethem ... 

MK: No, I do :hot criticize anyone personally. We are all trying to do our jobs. I am sure 
that you will beIieve 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 eighteen to twenty months ago, has represented Japan in the best sense of that 
word. I have nothing .but total respect for them. . 

Q: Japan,ese stillhave so many regulation~ ... , 
'. . 

MK: We believe:, of course, in takiIig regulations out of the economy, allowing to market 

, themselves prop;erly, 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 internal 

, fora country but external as well. Now, this is something Japan, we of course will work 

.' with Japan and we would like 'to see the ,economy deregulated and administratively as other " 


,.' wise inake the I'lllles with less force to make sure that we can '!"ithotherpart of com~titive ' 
· providers can pe:netrate the market not just because we' need to,grow~ '•. Now,obviollsly that is 
· the point that I ,un trying to break.. Japanese workers are the .second hig~est paid workers in .•.... 
· .theentire )Vorld.. , Yet,' your: stand3;td of living is nolas highassomeother developed ..... , : 
. countries because the cost of living is so high. Now why the cost of living is :so high; itis 
.::. high because you have less competition in particular areas,' Now, if you let in foreign ' . '. 

'competitiveproc!ucts you'l11ower the cost ofgoods and thus raise the standard of living~ " 

'. You would do something very interesting,. the Japanese'companies faced with miw ", . 

" competition. in,th~ir'home market would be even more competitive and mnovative than ever 


. before ',and therefore ~oulq do better in foreign markets.. So, 'everyone would win. Trade is 
'. not a zero sum game. IBother words, if there is a wiriner there doesn't have to necess3.rily 

be a loser. You .can 'have both' sides wIn and sometimes both sides lose. But,' what we 
" would like to do; of course, is haveb'oth sides win.. That is in our interest and' Japans 
· 'interest as well.. ' . 

Q:' Is it true Japanese officials ... 

. MK: I think Jap:mese offici3.J. do. I think they get the wrong recognition. On the one hahd 
, they want to keep their regulation. 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' 

'. discouraged at aJ~; I don't believe you can accomplish everything you want to accomplish in 
one day, one week, one month, one year or even one term of office. We ha~e to continue to 



j' 

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 c:ountries. American business people and other foreign competitors 
business people will say that we can invest in the Japanese business market and be treated 
fair. Japanese business peoplecan will Say that the atmosphere is better, we can expand if 
we invest fn both sides of the worlq.. 

Q: So, you believe everything 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 agreeri:H~nts' 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 apple:;, 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 caine within this period. So, I'm someone who 
sees the glass half-full~ I'm an optimist. As opposed to someone who sees the glass' half
empty. They are the pessimists. , I think the optimists are winning right now. ' 

Q: The~greements bet;ween the two governments ... 
'. , . ',' " ..' 

,.'.' . 

,	:MK: We agreed in goodJ~thdn the generals but not all the' great detw. oreach ag'reemeri't.· ' 
We have riot fmished d~ting all the: actual d~uments as you Can imagine. We finished~ 

"about forty-five minutes, before the Ministers Kono 'and H~himoto'had to' go 'catch an " ,:',. " ", 
aiiplane. InTokyo today ,they are' working: on the documents. I have fulLconfidencethati ' , : 
we will reach agreements' on all'details necessary for these' agreements~' , ' , " , 

. " " ". ..' . '. " " . '; ," .. ',,,: " '.. ',".,.', . ", " : 

,', . Q: Howaftertheseag~eem¢nts~". :,' ' 
• I .' 

, ' MK.: 'We will continue ~venafter the documentS are slgned~ W~ will have to '~onitor and ".: ' 
, ,~ork to enforce that we are, correCt for both sides. ,'This do~s'not end with just the signing of " 

a documen~. ,We hav~to work together to make th(it it is implemented correCtly.; , 

. 
Q: As far as the telegraph agreement... ' , ' 	

" 

MK: The implementing of the telephone and telegraph agreement will be a lettered 
agreement. ,So, there are some letters involved. But, the side letters that haven't been made 
public, no everythit:tg 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 
hav,e no secret agreementin'implementing framework talks that have not been 'revealed ,to the 

press or the public. 	 " 
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Q: The documents use words like achieve ... 
, .. 

MK: In referenc:e 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 a:tso important 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 co'ncrete 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 ~greements 
in order to maki:: progress. 

Q: And the Japanese~ .. 

,MK: We use thqse words,we all agreed to use those words. 

" ' 

. Q: On the document. .. 

.' MK:Of course, on the document. We would have not signed the Framework agreement if·, 
we hadn't. ,Let me say that this in the best interest focus. No one wins and someone loses. ' 
Everybody wins with this, agreement. 

Q: Have you n,entioned before that the future developments ..." ' 
. '. . . 

. ,.'. 

: .... 
, \, 

,'.' MK: ,Well, ,we'll see.• 'We Will.soon as pOssible begindiscussion~~,It is-really br~ken into' 
~eear~, autoagieements,equlpm~nt auto parts whichis ~e partrrom.the fact()ryarid, 

" 'the after market and spare partS which are installed in Japan by a certified mechanic In a 
certified garage. tl1e United 'States, are not any different as you know: ,The' fact is'thatall 

'threeneeds'need to be addressed; Even though we are doing better selling automobiles to 
, ,'Japan his on a very small base.; 'The original equipment auto partsrriar~e~, which is one the.' 

., b~ggest in the world, over $l20billion dollars, 'very few fore~g~ <:«()mpetitiv~ 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'tremend~usnumberof regulations that are nearly ind~ipherable. Foreign" • .' 
competitive enterprise which keep US and other foreign competitive suppliers off the so-: .... ' 
called' critical pruts 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 subject to 
government control or' government direction. Part should be between the governmentS . 
themselves. I think thatwe are creating enough and dedicating enough time to do:that. 

. Q: Do you have' any expectations... 

MK: I never have any expectations. I just work as hard (is a can and hope that we resolve 
, the issue. . . 

:'- .. -. 
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Q: Some people have said (auto parts) ... 

MK: No. I called them and they sent me two letters just in case about volunteering to move 
between the two industries which mayor 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 discussion with .Minister Hashimoto and will continue to discuss it in 
the future. But, this is a 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 originally. 

Q: You believe that the government shouldn't enforce ... 

MK: We're 'not as we said riot going 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 (ind growing standards of living, yes the government should. Should the 
government be mvolved encouraging its prime industries to make progress in talks suchas 

· these, yes I beli(:ve the government should be involved in that. There are ways for us to be 

involved without: dominating. Wecan 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 going to be helpful for government., .. 

. ~ " 

.. Q: w:ould itbe"helpful to sit dovJn.~. .' 
. : '~. 

,MK: Itwouid bt; very helpful but that is up to them. We 'have'rio \vay'toenforc~ our issues' .' . 
,. . at hand an~ engage in such discussio:fis. BUl,'we can encourage tliem because wehope when' 

" working with Japan as a partner.and industry: as 'a partner to saylet's make:markets> Let's ," 
· make sure these· markets are·opem.· Make'sure we undertake our respOnsibility. ,Make sUre . 

. ,we are best effmt to move forWard: . '", 
" . .. . ~ 

·Q: Does it help to talk:'" 

'MK: It is better to speak ofwhatr~' involved in that is trade. when you h<ive agreements, 
underthe Frame'work like we have been able to reach, on one hand we.both took 

· :responsibility and r~y' geared to dictate the Frameworks.' We had goals, we had' 
deregulation measures and administrative measures to open markets~ and we have objective 
criteria and we agreed on what . Framework would have. They entrust in the beginning that 
there are priority sections. So' w.e 'did not make enough progress in automobile parts, in 

· other areas we made tremendous progress. We need to keep going forward. We ~ave the' 
goals to have the markets opening devices to try to determine whether we were successful in 

·making progress in substantially increasing access to foreign goods and services. This is 
critical as move towards building greater and greater confidence between Japan and the . 
United States and our trade and economic rdations. . Our political and strategic relations have 
never been strong. We need to make sure that oui economic relations to grow now. 



.·;"V· 

Q: IIi the next years what is important .. 
/ 

:MK: It is 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 leaders can not agree there 
will always be a number of changes. 

Q: Is this understanding... · 

1vfK: I think your Ministers and officials understarld how important this is. No one in this 
range of responsibility in government is unaware how important this reiationship 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 think we work well 
together. We nel~d to continue to do so. . ... 
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being· imported or are pra.ctically .certain to be impor1:ed· ....~:.':' ..~.:: .... 
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TO :::STASL!SH TA..~rFF-R..li.TE QUOTAS ON CERTAIN WHEAT 


-  ~ ..  - -' 
. .' . . . ,.'. . 

BY TEE PRESIDENT OF THE UNITED STATES OF'~~RICA 

A 'pROCLAMATION 

1. . In acc~rd'ance with section 22 "ofthe Agricult~'rai ..,' 

Adjustment: Act; as amended (lithe Act") (7 U.S.C.624) I'. the . . 
,........ .t·Secret·ary of Agriculture has advised me that he has ,r.eason to.. · .. 

,believe that ·wheatj··classified in heading 10.01' of .the Harmonized'. - .. 
Tariff Scheauleof the United States (HTS)., is bei~g' or. is. ' . 

. . practically certain to be imported. into the United States under. 
( . such conditions 'and in such quantities as' to render o~ tend to 

. render inE!ffective, or materially interfere with, t~e price. . 

..... support I' ~,ayment/' and production adjustment program for,; wheat. 
-., .' conduct.ed.llY the Department of Agr~cultur~~"> •.... . ... 

:.l.,~~.; .:':" '. '-2.'" .Based' :.u~·on:tltiS..a:d~:i.ce, ~I,di·r.~~t~d:-:the·~unit~d::St~te~:. 
.. ,.....:. ...•. rnternaticniaF~Tr.ade' C'cmmiss±:on ··(.rrtb.l ...Commission'q ·to·:initiate··::., ...... -:'-": 

. '·'01 an Investi.gation with:respec.t;· t;.IJ this matter under: section. 22:' of':' , .. '" <.; 
. the Act .. ' .' . ...:..' " . . . '.' .•. '. '.' . . :," .' .', , '~:. :·..:it~·;,;;:~:.: i 

\.,. .. ' > ....... • :~~~~.II:,:, . 

. , '. "~~"'~~:'l~~.:':"~I. 

. ' . 3._... Sased'on 'th~ "investigationiuldrep<;:Irt'of'the '. , '.' .', .' 
'. CommissioJ:l., .Ihavedeterminedthat·certain. articles .of ·wheat.._0~t~.:,· .. 

" . are 
. into' the O'nitedStates under such conditioI'lS. and in ..such 
'quantities 'a's to materially interfere with the. price 
payment, and production .adjustment' pro'gramfor wheat 
by ·the Depart~ent. of Agriculture . Further , I have determined; .' .:~.'..." 
that the imposition of:the tariff~rate quotas, as hereinafter; 
proclaimed, is necessary in Qrder .that the.e:q.try, or withdrawa.l 
from warehouse for consumption, of such artioles will not. 
materially interfere with the. price support, paym~nt,and 
production. adjustment program for wheat .conductedby the ..' 
Department of·Agriculture. I have. also determined that imports 

.of wheat .. forom Canada have 'increased significantly as a result of-
a ·subs.tantial change in the wheat support programs of th~ United' .-:
States and canada .. ' . . . . 

, \' o. 

4. . !Section 604 of fhe Trade Act of 1974/as'amended' "0>. 

(19U.S.C. 2483), authorizes the president to embody in the 

HTS .the substance of' relevant provisions of . that Act I .' of other 

Acts affect:'.ing import t::reatment I . ap.d of actions taken 

.thereunder. 


http:a:d~:i.ce
http:TA..~rFF-R..li


NOW, THEREFORE,' I, WILLlk~ J. CLINTON, President o! the 
UniL:.~d' States of k'1'lerica, 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 


. Adjuitment Act, as amended, ',anc. section 604 of the Trade Act 

of 1974, as amended, do proclaim that: 

(1) In (:;)rc.er teestablish tariff-rate quotas 0:1 imports 
of certain wheat, subchapter IV of chapter 99 of the HTS is 
modified ,as !;et forc.h i::1 the Annex to this proclamation. 
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.(2) For du~um wheat ente~ed during a specltled ~uota year, 
other than aualifvina coods cf Mexico or seed wheat, the 
aggregate q~a~tit~ eic~eding 300,000,000 kilegra~sbut net 
exceedi~g 450,000,000 kilog~ams i~ subject to the in-quota rate 
of duty established in such pnnex and the aggregate quantity 
exceedin,3' 450, 000 1000 kilograms is subj ect to the oVer-cruota 
rate of duty established in suc,h Annex. For other '.!Iheat and 

·meslin e;:ltered during ,a specified quota year, ct,herthan 
· qualifying goods of Mexico or white '.!linter wheat, the. aggregate 
quantity exceeding 1;050,000,000 kilograms is subject to the 

· ove~-quot:a rate of duty es'C.ablished in, the Annex~ 

(3 ).The rr.odifications made by this proc,lamation shall be 
effective~. with respect to articles entered, 'or withdrawn from 
warehOUSE! for consumption, on or after September 12, 1994, 
a:'\d befo:re t.he close of :~ptQi':\ber :U., 199$, unless exp!esslyt, 
suspended~, modified, or ,terminz.ted.' ',: , " ' :,' ,,' I 

. IN 'W'ITNESS ,WHEREOF, I ,have hereunto set' my hand this 
thirteenth day of October; in >·.the year' of ,our' Lord nineteen 
hundred and ninety-four, . and of the Independence of the, . 
United States of ~~erica the two hundre~ and.nineteenth. 
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OFFICE OF THE UNITED STATES 

. TRADE REPRESENTATIVE 


EXECUTIVE OFFICE OF THE PRESIDENT 

WASHINGTON 

20506 

94-53 
FOR IMMEDIATE RELEASE CONTACT: ANNE LUZZATTO 
MONDAY, OCTOBER 17, 1994 DI~E WILDMAN 

KIRSTEN POWERS 
JAMAL SIMMONS 
(202) 395-3230 

USTR Kantor Initiates section 301 Investigation 
of European Union Banana Import Regim~ 

I 

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 c6mpanies. 

section 301 provides the means for businesses 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 month Chiquita Brands International, Inc~ and. the 
Ha~aiian Banana Industry'Association filed ~ petition requesting 
a section 301. investigation. 

"American ban~na marketing companies.should be able to 
compete on a fair basis in the Europeapmarket, 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 coun.tr ies had maintained in favor· of banana imports from' 
their forme:r colonies in Africa and the Caripbean. 

Subsequently, five Latin American banana ~xporting countries 
brought and won a GATT dispute settlement proceeding which found 
that .the EU banana import regime was discriminatory and GATT
illegal. The five had previously successfully challenged the 
national·ba.nanas regimes of certain EU members. However, the EU 
blocked adc'ption of both panel reports. 

This s:pring, the EU and four of these five Latin governments. 

1 



signed a "Fiamework Agreement on Bananas", in which the four 
governments settled their GATT cases against the EU in exchange~ 
for modifications in the EU bahana 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 6f the July, 1993 EU-wide regime, which the 
petitioners allege are discriminatory and designed to maintain 
market share for certain European firms. ' 

Since the Framework Agreement'has not yet been implemented, 
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 Agreem~nt~ The Trade R~presentative has called upon 
these governments to work with him,in withdrawing from the 
Framework Agreement before its implementation a'nd in seeking 
reform of the EU's banana policy., If any of these governments 
implements the 'Framework Agreement or takes' alternative steps 
thatappeartob~ unreasonable,unjustifiabl~ or discri~inatory 
against U.S. companies, the Trade Repres~ntative will' 
,expeditiously, initiate an. investigation of the practices,
concerned. ' . . , 
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WASHINGTON, D.C. 
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(202) 395-3230 

.' . ,Pakistan Agrees t~ Open Its l\tlarket to U.S. Textiles and Apparel 

U.S. TradeRepresentative MickeyKantor announced today that the UnitedStates had 
reached a tentative agreement with the Government of Pakistan which would open Pakistani 
markets to U.S. exports of textiles and clothing.•iThis is a landmark agreement," . 

said Kantor,. "and represents the first time fu at least 'two 'decades that U.S. textilesand 
.' ". clothing' will be permitted into Pakistan.· It is a victory for American textile and clothing " 
, worke~s."·. ' , 

'..The .agr~ment, reached. in Brussels last. week, calls fo~ Pakistan to remove all prOhibitions ,. 

on the importation of fib~rs, yarns" fabrics,' home furnishings arid clothing by July 1;,1995, 


:'.\.. ' and to bind tariffs at agreed-upon levels. The agreementis tentative until formally ratified 

-..,.: "by Pakistan's cabinet .' .'. ... ~. ····c. ' . . •. 

,". ','.' .. " 

." ... , ' ' ',,"; .' " , . ', ..., ." ... . .-:' ".: " '"'''' . "',;' ". ' \ ::., : ""'. -, . ",' , ,', " . ." , .~. 
. .::The:Uniteq States!1iade~t Clear through9ut theU,rugl.1aYRound negotiation~ th~titS .' .,' ' . 

'co'mmitmen,t' to'phase out textile and apparel quotas. under 'the Multifiber'Arrangement.over a ,,:. ,: :: 
" teri-year period is connected .10 ,other nations' commitments 'to open thdr markets ,to U.S.' ...... " " 

'textile and app,lrel products. .Pakistan!was one' of the few textile exporti.ilg countri~s that had' . . 
" y~t to make sueJi a COi11lTutm·ent. "ConsequeiHly;U said Kantor, "this agr~merit is a critical ,." 
:- component of.our efforts to ensure that everyone 'plays' by the s~erules and opens their " 
.markets to dur products. " :~ / . .' .' . "..'. . , .":' ,.'~' ." ." .... " .:, " ..' .' 

• - '. ,t-' , f' • ,,' -.. 

·'the 'agr~ement callsfo! pakistanto"~o~eri~ timffs ~v~r 'a,io~y~ p:~ri~t~le~els n~ hlgher;' .., 
ihanl0%.forrnany key U.S;-made yarns;' 20% for"manY'qf our most competitive fabrics '" : . 
.and carpets;. 30% for'many home fumishings,and 35% for apparel' Items'.' .In. addition','. 

· Pakistan agreed to elimiriate its prohibitions and duties on the export of raw cotton, whiCh 
the' U.S. textilc! industrY contends have resultedinaItificially low cotton prices ill Pakistan, 

· creating an unfair competitive a~vantage for Pakistan's cotton spinners and weavers~. 

'~30- '.' 



OFFICE OF THE UNITED STATES 

TRADE REPRESENTATIVE 


EXECUTIVE OFFICE OF THE PRESIDENT 

WASHINGTON 

20506 

october 11, 1994 

The JapanesE: cabinet, as expected, approved the text of the' 
. insurance a~Jreement today. Based on this confirmation, 
Ambassador Kuriyam~ signed the agreement this"morning. Please 
find attatched a copy of the signed text. 
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M1~SURES BY THE GOVERNMENT OF THE UNITED STATES 

AND THE GOVERNMENT OF JAPAN 


REGARDING INSURANCE 


October 11 ,'1994 

Washington, D.C. 


" As'a re~'Ult of consultations under the Joint Statement on the Uni~d States-Japan 
Framework for a New Econorilic Partnership regarding measures' in the insurance sector, the 

" Goveriunent of the United States and the Government of Japan each has decided to , 
, implement'the measures on insurance described herein. , ' " . 
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L PURPOSE AND GENERAL POUCIES 

, (1) 	 The 
, 

goals of the Framework 
, 

are to deal with structl.l.ral and sectoral issues in order 
substantially to increase access and sales of competitive foreign goods and services ' 
through market-opening and macroeconomic measures; to increase investment; to" 
promote international competitiveness; 'and to enhance bilateral econo~ic cooperation, 
between the United States and Japan. To accomplish these goals with respect to the' , 
insurance sector,this document, "MeasUres by the Governinent of Japan and the ' 
Governrnent of the United States Regarding 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 se'rvices, and significant improvement. in market access for competitive 
foreign insurance providers'" and ~termediaries. ' 

(2) Each Government reaffmns its commitments related to insuiance in the Code of '" 
Liberalization of Capital Movementsand the Code of Current Invisible Operations, 

" adopted by the OrganisatioIl foi Economic, Cooperation and Development. ' 
. , '. 	 '-~. . . '. 

(3) 	 Each Govern:nient reaffmns its coniriutiD.ent to the principles of natio~ tr~atment and, ' 
mosi-favored-ilation treatment, and its commitnients related to instirance 'm theFlnaI , 
Act Em.bodying the Results of the Uruguay Round of Multilateral 'Trade Negotiations. 

, .. 	 '. . \ 

. \ . : 	 . ; ~~ , "'. .. :~ 

,n. ' RECOGNITION OF JAPANESE INSURANCE SECTOR REFORM ' " ", 

····.(1) •. ··.··.• I!oth Go~~~·reCo~ tlJat ~&~v~~t oi!~~£Y. is 2~epde~ •.•.. 
" ,"; ,: ,ofpreparing forthe~ef9~()f ~ce'sector.ta~,andregulatio~,b~(on ";;:,: " 

",' ,,'" :", ',Y'· ,recominendatlonS contained iri aJune.1992 Repo~ by ,the~Cotincil,,';J"~:j 


" :',:', d" :"': estab1iSh~' tiIlder',Artic1e8oft1e,NatiowirGc)ve~',brganjri~oriS~'Lavi (Kokka'/;,,;, , ' 
\ ' , " , ", .' ,,' :,.' :D,osei soshiki ho): •:Tb.e Legislativ~ Sll1dfGrOup"~,'~Co~d.id~libera~ 911 the';:';:; 

'", ,,:.' ,,~Jegal8iqJects of the 'reform; and,based on 'the Legislative Snidy-Group Repoit,the, ',J ~, ; ~ 
","', ," ',CounC,jlsubmi~d itsf(~pori: to the MiDlster' of FinanCe in Junc, 1994,-:,:The <',": /;',', ' 
, 'GovertlIl1cnt of Japan intends' to' subout such l~giSlatioD. to the 'Diet iD. i99S.' ,", ',:',,:, , " 

'f ." '. ,<;: '._ .'"":~" "",': : •• :"':;.' ',':, •. ;•• ,;:": _. '." ,: ..••::\.,,: .•• ;, ' •••. ~' •••••.• ," ••: :':,';","' 

" "',: (~) .,' :TheGovernment Of.Japan~:infonri~'the 'GoverDment of the, Uni~d S~tes ihafih~:" 
, reform Is being conducted based on the (ollowing 'three ,principles ,contained in th~" ' ",' " 
,InsU:r3.ilce Council's, recomri;tendations: '" . ' ' .: " " "" ' " '" . , " 

.,. ': 

i. 	 Promoting com~tition and enhancing efficiency through dereg1J,l;ttion and , 
liberalization;· 

"'lnthe Measures,1tinsuran~e p.rovider"ineans OIle who is licens~d to engage in: insurance' .' 
business. . , ' " , ' "W: 

, 1: , , 	
I,..,.', 
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ii. 	 Preserving soundness of business; and . 

iii. 	 Ensuring 
. 

fairness and equity in 
'. 

business operations.. 

'(3) 	 Unless otherwise speCified mthe Measures, measures in Section IV below which are 
closely re:lated to matters under consideration in connection with the Government of . 
Japan's illsurance.sector refonn efforts are to be implemented upon implementation of 
insurance reform legislation. All measures in the Measures pertaining to domestic 
legislativ(! action are subject to, and do not prejudge, deliberationS by the Japanese . 
Diet.. .. 	 .. 

, . . '.' 	 . .' ) 

(4) 	 Notwithstanding the above, the Government of Japan is prepared to implement the . 
.other me.~res in the Measures by administrative means, independently of insurance 

.' reform legislation; . . 

i. 	 .M[easures'referencuig the Administrative Procedures Law'("APL"). (Gyosei 
tetsuzuki ho) will be implemented according to the Governnient-wide schedule. 
felr implementation of that' law. The Government of Japan has explained to the ~ . 
Government ofthe' United States that implementation ofthis law ~ithrespect: .. 
tc,' the insurance sector,curreIitly is exPected by November 1994. . ". . . 

~. ..... ."; . . 	 . '" -" 

. ii. '. All other m~asures'Vlillbe implemeIi~edexpeditiously, in advance of insUranCe 
I . 	 sc:ctor reform legislation where P9ssible: ... '; .' . . " .' 
J' """i~:':""~.~~,'~.:' ",' ...... ~, " ~.:,.":.:-.: .. ,~ ..~.. " '";. <~- .. , ..~'. ~.. ·"i: ,;.'.',., ... :~ ~:' ~ .,:.,·w~,,· ":'.',:,:,""'" 

:m. 	." TRANspARENcy·ANi) PROCEDURAL PROTEChoNS· .."•.: . "'~'.:". r ·:;:::}.. ~~r::~.;.:c.·::.'· ... 

, .. (I) 	.•. &tb ~~~WelC6~~g~'6i\~'~~~·riJ,li;~'Di~ Sessi~~,.w~~~',.)~,t4~;'i~0:
" . the purpose of enSuiiiig fairriess'arid eDh3.JidngtranSParencY:of adminjStrative,:~:<:,·p,;,;>::';~:":r.';>:>,;!: 

.' operatiC)llS," and tJrerebycontrlbuting' to the 'pro~~6~o(~e' fights ~3ijd~eifai~ of,' .,' ;::~:';,':;~;~,}t:i~~~:~~:,' 
, .. citiZens~ by,est3.b1ishing~oIIlII1On pr,oeedUres for. ~ispositionS, jidnjjt,ljstIaiive'griidance~·.::~i;~:'~;tSs~:~;~,:·::,: 

.., ...... ". '(2)' ." "'r~;~:~¥=ti:::sij£dn'~f~i'oi~~~pPI4JS:]:"t{'~;;i~>' 
.... : a. '''l~e '~~~inment of J~;~~~~~'lli~ fO~loWing, purs~'~'t~"the ',kt, ~th: ~::::i~"~y~):: , 

regaro to the provision of insurance in !ap~: , ' , , -, r~,. .' -', ',:, .... ', 

.. • .~ 	 • . • I' 

L 	 . Standaids relating to licensing to provide insurance and approval of 
·'.new prodqcts .and ra~es will be compiled, Ptlblished arid made available. 
· to the public; 'unless it causes undue hindrance to admiDistration.· 

~ 	 . ,. 

: ~. 

"'... ,iL .. 	 . AdIninistrative guidance that is delivered orally, upon' rc;quest,· 'Yill bC: . 
· delivered in writing,' unless it causes unduehindrimCe to' administration~ 
'. 	 ," , '. ..'< • • '. .1 -",:" • ' . 

'.'.. . ~., . 

\, ,". 

" 



iii. ' When conductirig the same type of ~dministrative gUidance on a ' 
, multiple number of ,persons with the sam~ 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 publication causes undue hindrance to ac:lministration. ' , 

b. ,Under t, ii., and iii. of (2)a; above; ;'unduehindrance to administration" is 
,i1ltended to be ,used only 'in exceptional circumstances. ' , 

(3) , 	 Harmonization of State Regulation . 

a. 	 Takitig note of principles of federalism under the United States Constitution, 
recognizing that insurance has been regulated at the state government level , 

"sincethe beginning of insurance regulation in the United States, and further 
recognizing the provision 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 welcomes efforts by the National Association 

, of InSurance Commissioners ("NAIC")' to promote the harmonization of state 
insurance regulation, through Such ~teps as its Accreditation Program and the 
preParatio.n ofmodelinsurance laws. ' 

. ":.. 	 . " .' ; . -. ." ". r . . .: . 

b. 	 , The Govemmentof the United States notes that tinder the Accreditation , , 
, l>roiranl, the NMC seleccian mdependent team of auditors to, review th~," '" 

" 	 (:OInpliance of states with the laws, regulations, and regulatory aoo,' :.: " 
,()rgariizatioriaI practices co'ntained' in 'the NAICaccreditationstandards.,' ,The ", 

, 	 ,,', t~ repo~: iathe·NAIC~' which detenrlineswhether a state qwlIifies' for " , " , 
, '>accreditation under'the'standards. ':Currently, 37 states are accredited by tlic{' " 

" 

NAIC .thrOugh~,s' ~rog!3m~"'<"">~;':: ;', ',~ '<' " " 

'::.' 
"c. 	 "'Ibe<:klv~mm~nt~f the UnitedStat~s ri()t~s thai NAICModelI..aws·~e " , 

. ; 	 1._ 

"designed to facilitate' legislativeand'regillatory ~ction on c(,~~ri problems ' 
iunong'the states 'and are intended to save dupliCation of effort on the part of : " 

, " ,.' 'lhe states. ' Some models are adopted by all cir most of the states. so there' is a " 
" , ,hamiomzing effect.· Some models ~rve as guidelines whlchJhe states may .. ' , 

ildopt~ utilize orainend tofit their individual needs. Cert:ain models have been 
'ildCD.tified asbemg of such import that their adoption is neCessary for states to ," 
be accredited pursuant to NAIC financial regulaticin standards~ , ' , " 

. 	 .':'. ' ~ 

d., ,The Gove~ent' ~f the United States encourages tb.e NAIe to continue i~"( I~ffortstoworkwith sta'te governments on these programs: " , .' 

. , 	 ' ' 

, ,,, 
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(4) Develop(:r's Benefit 

a. 	 "Developer's benefit" means a benefit granted, for a certain period, to a ' ,! 

dl;:veloper of an original product, under which approval is not given to certain 
products proposed by competitors. 

b. 	 The Government of Japan confmns that a developer's benefit currently does 
not exist in the non-life insurance sector in Japan. 

c. 	 the Government of Iapan wilt' specify the scope and period of exclusivity 
under the developer's benefit, in the event that such benefit is introduced in 
the future."Scope" inc1udesthe standards for determining when a proposed 
product is sufficiently different from an existing product so as not to affect, the ' 
developer's benefit applicable to t!te existing product.' ' 

(5) , ' 'Administrative Appeals 

a. 	 1be Government of Japan confIims the applicability of the Administrative 
Appeals Inquiries Law ("AAIL") (Gyosei fufuku shinsa ho) and the, 
Administrative Case Litigation Law ("'ACll") (Gyoseijikensosho ho) to all 
"dispOSitionS" (including approv3.Is for a license to provide insurance and 
approvals ofnew products and rates) of general application relating to, the 

, ...
, provision of insurance in Japan. A general description ofAAIL and ACLL 
, procedure~ is set forth 4t 'Appendix 1. ' " ' ' 

,,'. . ,'. . . 

.: ,.':'," : ~ '.,". ,', . . : . . ' ", . . .," " .: ./ " 

b~ .' 9n Iune 30, 1994, the Japan Fair Trade co~ssion ("JFTC") issued' ,', ' 
, ,.'.'" Guidelines Regarding Administrative Guidance. These guidelines state that an " ' 

, <' " :~q,mjni~tive agency should not isS1:leadrDiD,istr3tivegr1id2nce;tha,t indu~es, \; ,',,'. 
":',cotiducfthads inconSistent with the Anti-Monopoly Act ("AMA"):Any'·" , 
, person that ha.iireceived administra.tive' guidance may seek the views of the ,,',' ,,' 

, , ' tFTC as 'to whether, the person's, conduct proposed to be taken in reSponse to ,,' " .' ,.,~,' , the adminis~tive guidance is inc()DsiStent with the ~.' , 'q , "', " ' .' ,', 

. ,~ 	 ~ .' ' . , 

, " 	 ,(6) , Advisory Groups,' ",' 
':", , . 

~ : :~, .' .' . ',. 

' .... ' 

When th,e Governm~nt of Japan 'establishes, or regularly~eekS' recommendations, ' 
from, in a inanner indicative of a formal advisory role ,for,· any councll," association, 

" ,cOmmittee, group or similar orgaruzation with a purpose or function relating to the 

prov!sion of insurance" which includes the participation of members of ,the private 


, sector> the GovernInent ofJapan wiIi stronglyrequest the entity to allow interested. 

foreign insurance providers and intermediaries established in Japan, and associations ' 

, or other organizations' representing such companies, to attend its meetings and submit 
statements· to ,it to, the extent possible. , ', ' , 
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(7) 	 Participation in Industry Groups 

a. 	 In Japan, foreign insurance providers ~an join all trade associations such as the 
Life Insurance Association, and. the non-life rating associations. Both . 
.Governments welcom~ the fact that the Marine and Fire Insurance Association 
of Japan amended its articles of incorporation in January 1994, so as to enable 
foreign insurance providers to join the Association. . 

b. 	 The Government of Japan confmns that the Life Insurance Association, 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 organizations. 'Such rights, privileges and opportumties 
include rights, privileges and opportunities regarding representation and 

. governance of the associations: .. 	 . 

(8) 	 Access to'Insurance Regulatory Information 

a. 	 With respect to the insurance system reform~now in process, the Irisurance 
Council has been hearing opinions of foreign irisurance providers~ and the 
'InsUrance DepartIIient of the Ministry ,of Finance ("MOF") lias been . 
(:xchanging views from time to time with foreign insu:iance providers. 
., , "- : • " .' ,< • ~< ' • • " '. • 

'. ~ 

'.'.' - ..... _'. I"b. '[be' GovernmentofJapan will ensurethat.fcireigri as ~ell ~ domestic '.: . 
iDsurance providers' and' intermediaries are accorded.meaningful and fair· . '.' 

. opportunities to be iiu'ormed of, comment on, and exchange views with .' 
'i· " '.' ;'''' 

. offiCials reg~ding measures relating to or affecting the provi,sion.of insurance 
": .. " ill Iapan.: . . , '.. '. .... '. ~ '. . . . .. , , .... : ..... 

. ... ~' .; 

: ' '.' 	 ............... ": . <, . ..:' :::. " • -'.' •. '" .,; . ~':, " ...• , .... ~. '. " ,,:.::>;-., : .-: -::. 

c: ' ..With reSpect to,regulatory changes m the msurance sector that the Government .' . 

. . of'Japari may Undertake from time to ·time ,following the conipietion of the'· '. 
'i~gulatory reform no~ in process, foreign insurarice pr()viders will.be· .. '. . .,.' .. 
ilccorded access to information by.the Government of Iapan on a national· .' ..... 

'. 	 . lreatment basis that affords fair comPetitive opportunities.' The f()llowing steps. 
.' will further this objective: .. ' ..' : .. ,.. . 

ii.· ..The establishment by the MOF of a liSt of foreign insurance providers, 
as well as organizations' representing'such providerS, .that have 
expr~ssed an interest in regular communication. 

" . .. 
. . - . - . 

ili..Regular meetings with, and the provision of advance information 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 

'opportunities for communication provided by the MOF.
, 	 . 

(9) . Procedu.ral Protection for Notifications and Applications ; 
" 	 . 

a. 	 Recognizing that the Japanese courts ultimately m~y determine whether , 
'specific information is "secret" within the meaning of the National Public' 
SerVice Law (Kokka komuin ho), the Govemmentof Japanconfrrms that it 
considers "secret" information to' include information in connection with ' 
applications or notifications for insurance licenses, products, or rates that is 
ilOt generally available to the public, and that such information is 'protected by 
the. duty of Government officials under that law not to disclose secret . 

.information" except when they are legally required, to disclose it. ' 

b. The Governmeq,t of Japan confJrms,that nolimit, in law' or in practice, exists 
. , Ion the number'of new license or product approval applications (including rate, 

:form, and 'other types' of product approval applications) th3.t an insuIance .,' " 
lprovider may' submit ,at one time, and that ~o requirement or regulatory" . 
practice restricts an insurance provide~ from submitting additional applications 
based upon whether the Govertiment of Japan has completed its review of-that 
:provider'sprevious applications. , ' ~ . 

- , . 	 ,:- •. "., r ',~ :' ;. • " '. 

:: . 
;:",: ,....... , ,.,.. ",'" ," ":., \... -"",:~ :~ .. -'" .. :- " :.: ....'.. ' ...... , ..: ....... ::::,.~-, ..<.::.:.'/....~:.\.-' .. ~.~. ,'. '. 


c. 	 'The Government of Japan confrrms ,that an insUrance provider is not required ..,' ' 
to coordinate its notifications or applicationSfor~ licens,es:()r proouct orrau:' .', ,',' 

-. ,:. > ; approvals, o~ to, cOnsul~ ~garding'suchnotificat~o~·qrappli~ati~riS:withany "', ,', 
" .' ...' otherinsuranee providers, indUstry aSsociations,,'orother:thir<i:'parties that' , ::'" ,;' . 

" have, or whosemembershave,a competitive' mterest'or po'tential competitive' .' 
. ' interest in such ·notificatioDsorapplieatiQns., The Govemnient of Japan notes'", .... " 

.that, Undercurrent law, when an insurance providersubniitS~ application for ' .. ',., 
,a Iaiefor a type of prOduct for which a non-life, rating aSsoCiation calculateS,' , " ,,',:' 

" rates{Le., not including a Itspeeial" raie)"theGovernmentof Japan may 
advise the insurance provider to inquire with the,non:-life rating association.' ';- , , 

, " 

" , , ,1."" 	 . . • • "'. ' .. 
;. 	 • t ' ; 

d., The Governnient of Jap~' confm that the acceptance~,processing, ()r .' , 
, • , ' 	approval of a notification or application for a license, product or rate niay riot .. ' 

be conditioned or delayed based on whether ~ insurance provider consUlts, or. 
coordinates its notification or' application with any other insurance provider, ' 
industry assocjation, or other third partIes that have, or whose t;Ilembeis havei 

.. a competitive interest or potential competitive interest in sUch notification or., ' 
. application.' The, Government of Japan notes that, under current law, when an ' 

insurance provider submits ,an application for a.rate. for.a type of ,product for' 
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which a non~life ratiDg association calculates rates (Le., not including a 
"special" rate), the Goveinment of Japan may advise the insurance provider to 
inquire with the non-life rating association. . 

.(10) . Self-Regulatory' Organizations 

a. 	 The Governnient of Japan confums the following' with regard to Itself- . 
. regulatory organizations" in the insurance' sector, including those described in 
. the Legislative Study Group Report (such as the Life Insurance Association, 

the Marine and Fire Association): . 	 . 
." 	 \ . 

. .1. 	 Membership in such organizations is voluntary~ and their operations are 
conducted in.accordance with their' respective association rules and by
laws, and the Government of Japan will not delegate any authority to . 
such organizations. . . 

'11. . The purpose of stipulating in the proposed law provisions regarding 
self-regulatory organizations is to clarifY and nlake transparent the 

· scoPe of their operations and th¢ir superVision by ~e'MOF under the 
· proposed law. . . ~ " , 

.', , . '. 

iii" ' 	TIle Report does not recoptmend that: 

. the legiSlation dfrect self-regulatory organizations to conduct, 
'.. operations that are in conflict with the AMA; or .- , , 
: • 	 .' : . • • • •• ' :, J ': ':'~.' :. ~ , 

.. .~ 	 . "':', 
. : . 

";', . :\' . 
,' .. " . , :the'l~gislati()~~xe~pt or 'i.trim~~' thos~' ~~lf~~egulato~ , 

, 	 .~ organizations from the AMA.:, " " .. ,.", " , " ,. " 
, ' "', . '.,' 	 " '.: :' ',' " ' ... ,~, ",:'. ~: i' 

.~ ." The Government of Japan is respecting the above in formulating the bill 
'to be submitted to. the Diet.' ,: " .. ' 

.. ,t . 

" .' '.' . ~ .:.., '. 

',.,' . '. " 

. iv. ' 	 The gUi~C:e,reconlmendatioDs·."investigatlon orres~h"sUrveys" - ' ... ; 
. .' . .' .' · (chosa)~' and soiution of .complaints by' sUch orgcuiizationS described in '. 

the Reporta,:e advisory and/or voluntary:, Insurance providers may' " 
compiy with or participate in sU~h actions as a matter of choice, . but 

.may not be sanctioned by the organizations. directly or indirectly. for, 
"	not 'complyjng <?r not participating. ,However, it is noted that such 
,organizations' rules or by-laws may maintain the right to deny-or 
revoke membership. or tak~ other less stringent measures. aga~t, , 
members that do not meet the organizations', ethical 'standards indicated 
in their rules or by-laws.' .' . ", . 

, . 
, , v.. ~e Government of Japan, through the MOF as the re~ponsible 
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. supervisory agency for the insurance sector, will strongly recommend 
that such organizations' activities be conducted in an open. non
discriminatory, and transparent manner, arid not unreasonably impede 
free business activities. _ In addition, the MOF will treat applicationsi . 

and other requests by non-members no less favorably than applications 
or requests from members. . 

b. 	 The me will continue to vigorously'deal with violations ot the AMA by 
trade associations. including self-regulatory organizations, in all industries 
including those in the insurance sector, and will continue to monitor their 
activities. 	 .. 

IV. 	 DEREGULATION MEASURES 

(1) 	 Product and Rate Approval 
~ .: . ., . /. , . . . . 

a. 	 As regards the regulation of insurance products.and rates, although it is . 
de~irable from the users' standpoint that less expensive and better products be 
provided through promoting competition and enbimcing efficiency, it is also 
necessary .to maintain appropriate prudential ,measures such as to ensUre a 
stable supply of products~ ensure faiines~ by' an insurance' provider among . 
:Hmilarly-~ituated policyholders, preserve the solvency of the industry,and . 
protect consumers and other clainlants agamst default, fraud, and deception.. ' ' 

, '. 	 ,. . '. 

... 	 . . 

b. 	 Tli~ G~ve~eIit of Japan ~ informed the'Govemme~ of the UIrlted States;:,'" 
Ittmt it in~nds to deregulate the. Japanese 'insUrance system, including' " , ":.;'. 
liberalization of the approval process for inSurance products ,and rates, in a. 
step'"by-step manner~ with appropriate phase-in·D;le~sures.where.necessary,. ,.' 

...:',', 	 'while clarifjingthe direction of reform .. :Within·the broader:context of the'. . /;.'.~'.-, 
~ :refoim~ the specific'purpose of product and rate libecilization is to promote '.' •.' ';, , " 

. 'competition an4 enhance' efficiency anions~ceproviders for the benefit ," • 
. ' of Japaneseco~ers, 'alloviing prodtict differentiation and distrib~tion. baSed . ," , .. ' 
" :ori the needs arid den:ia.nds of the polIcyholders.' " '." ' , ..•.,.,", .... , .• ,•. ' ' .. ':': ,,' " 

~, ' . ' .. , '.~ ~ .;.... . . .." . .. : ". - ~ " .' .' . 

.Speclflca1ly ~ the'following measures are to ~;taken:with the scl)~dule 

described in c.. ' ' . '." ,':C ::: . ":',, '.... ':: ,,' . 


. '1 

The Government of Japan will expedite and simplify the application ' . < \ 

, review process for the approval of insurance products and rates,' 
through such' steps as reducing examination requirements and time. 
periods, introducing expedited approval reyiew, systems such as "me 
and use" systems, and other possible steps. Under theexped~ted ." ... , 

.' approval system, when an insurance provider applies for the approval . 
of .,~ product that is essenti~y .the same as a produc~ already approved

. " . , . .. . '. . . 
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. for another insurance provider, 'the MOF will review the application on 
an expedited basis. Under the me and use' system, the MOF will t' 

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, Le., the . 
company may file the product changes with the .MOF and then begin' 
using the changed product after a certain short time period unless . 
disapproved. -~:' . 

ii.. 	 With regard to rates for non-life insurance ;products, .the current system 
includes fixed rates, banded rates, benchmark rates,' and free rates. 
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'application of other appropriate and reasonable prudential 

, ,. 	 , " ., ~ 

measures. 	 . '., 

iii. 	 A foreign insurance provider will be permitted to use statistical.and 
other data collected outside of Japan to support its application for the 
approval of a product iIi Japan. if deemed relevant by the regulatory 

. authority on a case-by-case basiS: . 	 . 
, I • 	 ' 

. ,... 

iv·.. The two Governments· recogJrize that the' Insurance Council has < 

tecommended the introduction of a It notification system It. for the review. 

and approval or disapprOVal of iDsu.raD.ce ~tes and.products. for .,'.. ...... :"~"-; 


, .. product lines or categories of risk. for winch' probl~ms are less likelY-to. ",'.: :" ' 

': " .'. " arise from the.viewpomtof policyholder protection. .The Government." . ~'" 
,;' " 

, :: '. qf Japan intends ~o submit to the Diet' a proposal ~i .iIDPiements, or i< 
. : .' 

, . ' . 	 allows for administrative, iIIiplenientation of. a notification system' for, " 
" :,' 

" . . "sPecificprOduci lines oreategoriesof risk.: lithe DietaUQw5 for '.-;' , .. , 
,adminiStrative iniplementation ofa riotificatioi{system, 'ihe Govemmenl .•··. : .. ' .. , 
. of Japan will implement the notification system for sp~ific'categories :...'. , 
:oi.risk~!:· . ':." , ." .':' • .... :....'. :,,'. '.\..;: :," .,' .' . 

... '" , 

. . ,. 	 . 
. c. 'The iniplementation of the above measures will be 

" 

as ~ollows: 
". " , " 

'." .. ' 

FirstStage :. 	MeaSures relating to bJ.• ii.~and iji. wild,e implemented' 
before iheimplementation of 'the insurance system reform' 
legislation, and where possible, withiri 1994~ For ex~ple: " 

. . .. 	 - .' 

-a fue and use system will 
' 

be applied to credit c¥d theft 
and burglary insUranCe, boiler i:ilsuiance t and machinery. 	 . .
insurance; 
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-data collected outside of Japan will be allowed to 
support an application for approval of long-term 
disability insurance' products; 

-the expedited approval system will be applied to the 
approval of products essentially the same as products 
already approved; 

-benchmark rates will be applied to earthquake rider 
written on industrial fIreirisurance and free rates will be 
applied to windstorm and flood rider written on industrial 
fIre insurance; and 

-with respect to the special discount rate applicable to the 
large cominercial risks of fIre insurance. the minimum 

,threshold, amount will be decreased and the discount rate 
will be signifIcantly expande,d. 

S:econd Stage: " The notification,system will be introduced upon 
, implementation of the inSurance system reform , 

'\ legislation. At this stage. notifIcation will be applied to ' 
certain large commercial risks, including risks regarding 

, hull, cargo,and aviation. ,As for lines that'remam wider 
,the prior approval system, there will be further expansion:,' 
of the scope of theme and ,use system, further expansion, , 1 

, , 'of benchiruirkrates and free ,rates. and consideration of', ,,' " .. ,'.,' 

, 

'~' : 
" the expanded use 'of comprehensive policies arid ,~', ','. ' 

. 

'expedientapprov3.I of sPecific 'requests~ , For example::' 
. ,.' . . ~ . _<1 • .' .' ,....'. .' . '. .. : .... 

. :, ••.•.• ",./ '1,' " <";':" _,' 

.. . ~ : ',.. '.. . . '"." .' 

-the rtie anduse system will be applied to~ computer: '," 
:', comprehensive iitsunmce; movable,comprehensive .~' ," ',' , 

~. , " iDsurimce, and directors and officers liability instirance;: ' " ' 

. "': -. .~ : . ~". ' '. ., ... 

-benc~k,raies,will be applied to bankers blanket 
,insurance; . ; 

", 

'-free rates wllibe applied to travellers check 
comprehensive insurance; i 
. .'. 

. ' " . 
-the MOF intends to introduce the "advisory rate" system 

,for large COmmercial fIre insurance; and 


-the MOF intends to decrease the rirlnimum insured 

aID:0unt of the large commercial fIre insurance policies to , . 
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which the deductibles rider can be attached and adjust the 
relevant· schedule accordingly. 

·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 meas~res not " 
covered above, as deemed appropriate by the Government .of 
Japan, with no category of risk necessarily .excluded from 
possible deregulation; . . 

d. 	 · With regard to mutual entry* of life and non-lif~ii1suranc~ companies ~to the 
"third sector, It 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 dependency of some medium 
to small and foreign insurance providers on the third sector is high, and that 
these medium to small and.foreign ~ce providers have made the efforts 
to serve the spedfic need$ 'ot' consumers in the third sector. ·.Furthermore; 
with respect to ne~or expanded introduction of products in the. third sector, it , 
is . appropriate to avoid any radical change in the buSiness environment, 
recognizing that such change should depend on medium to small and' foreign 

',' ~ce pr9viders first having' Sufficientopportumti~s (I.e., a reasonable' . 
. period) to comPete on equal terms in major product Categories' in the life arid " 

.' '. ijori..life sectors through thC=. flexibility 'to dUIerentiate, onthe'basis()'f the .risk· 
. , insUred,the :rates',forms, anet dIstribution of products.' ....~..; " .>: • .':' . ," 

" . '.: .. ' '... ~ ,', 
, ~ ." . . 	 '.' ",., 

. (2)'.~~Li~e~i~gof ~~anc~Providers clnd'iritermediaries< "', " .' .. : ',': 

," ,.' . . ' ' .... <~ :.' •"..• ~. ~ .. '~ ..- ',' -,'. . • ." . - \" .. ,", ,. 

.'. a,' · .Th~ Go~e~ent of jap~'confmns that ~~piica~ons' fOl: lice~es to pr~vide 
.'" ,:".. insurance 'willbe processed piirstiaritto laws pertaining to'admiiiistrative i 

. . .' 'procedures, inc~uding: the APL. ." .• , ." ". ,.' ." , . '. ' '; '.' 
-',' . 	 '.', ":,,.,' 

b.. ' '. The Government of Japan will ~e uunost 'effotU tostlpulate the $tandMd' . 
review period 'concerning application for start-up licenses and make it available 
to the public. :. ,.' . ,-" ' . 
.~ ", '. 

* "Mutual entry" means the' ability of life insurance companies to introduce existing, new o~ , 
modified rates, products, or riders in the third sector currently allowed to non-life insurance . 
companies, and the ability of non-life insUrance companies to introduce existing" new or 
modified rates"products. or riders. in the third sector currently allowed to life insurance 
companies. . . ., 	 . . 
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c. 	 Upon the arrival of an application, the Govenunent of Japah will begin review 
without delay. ' , 

d. 	 III the case of a disapproval, the Government of Japan will make utmost efforts 
to provide the reasons for disapproval. 

e. 	 The Government of Japan intends to, as a part of the insurance system reform. ' 
provide in laws or regulations the standards'regarding start-up licenses, 
ulcluding the requirements regarding the applicant's ftnancial base and the 
qualiftcations of itS management. taking into account similar requirements ' 
applicable to other ftnancial sectors. 

f. 	 The Government of Japan notes that a foreign insUrance provider is not 
ri!quiredto introduce an insurance product not yet" offered in Japan as a 
condition for the approval of an application t? provide insurance in Japan. 

g. 	 , Recognizing principles of,federaiism, ,the long history of state 'regulation 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 addressing prudential concerns. the Government of the 
United 'States: 

i..," ''Yelcomes that·the NAIC in Octobei 1993 a(iop'ted a model law on the'; 
" "" initial entry of non-U"S~ ':insurailce pro.Yiders without their' prior'.'~, ' 
,;' : "I eStablishment in 'another state. and the Govenimerit of the United States 

~. " 

· . " 	 .:-:encourages .the NAIG t9 continue and as appropriate' '4ttensify itS~ffortS· •. ~, 
'. ,'. .': ,with .relevant state: authorities with regard to thi~ issUe;...· '.... ..... , " '" ;:' 

'. ~ . ' ' ;',' , .. .. , . . '.' ....'. . . . . 

"""" "'~ouid welcome consideration by the:·NAIC. if appropri~te,of the;isS\l~: 
of the time period forreview. 9f licensiD.g:appl~~ationSof insurance; .• ',.', 

"providers.· from the perSpective that regulatory authQrities should make." ' 
,'.' adiriinis~ative deciSions Oli completed applications' of' inSurance " 

'. ,providers within a reasonable' time; and ' .' .: ' .', 	 , r .. .; 	 .. ~ . , -. ,. . " : 
.... 

, , ,ill.' 	 welcomes 
" 

efforts, by theNAIC to~e:viewwith the ~tates the q~estio~ of' . , 
citizenship require~ents for the boards of directors of foreign insurance .' 

, providers, and the Government of the United States encourages the 
NAlC to continue and as appropriate intensify its efforts with relevant, 
'state authorities with regard to this issue.,' " ' 
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: 

h. 	 The Goverriment of Japan has raised with the'Go~emment of the United States 
its concern that different state ,regulations for foreign insurance providers on 
lines of products permitted, trusteed assets requirements, deposit requirements, 
remittance ceiling and reinsurance trust funds affect foreign insurance . 
providers' ability to enter the insurance market of the United States. 

, (3)' Insurance Brokers 

a. 	 Xt is the role of insurance brokers to try to help users to select iIisurance 
products which best fit the users' needs, serving as 'intermediaries betWeen the 
users and insurance providers. . . 

b. 	 · The Govemmentof Japan 'expects that the introd~ction of a brokerage system 
will provide insurance consumers with objective advice on,insurance products. ' 
The ,objective 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 distribution channels and the 'promotion of sales 
competition in the Japanese insurance market:' 

. ", ',' 	 ,', " .. 

, Accordingly, upon: the passage of necessary legislation as part of the insurance 
system refonn. it will be possible for insurance brokers to establish and to 

,provide insurance in Japan; subject to the fair application of appropriate and 
,reasonable prudentiai" measures, iricluding those concerning the fmancial " 

capabilitY of indeimiification and the prohibition of con<:urrerit broker and 
~gent operation~ . ;;, , ' '(.-:,."..,' "." 

": (4)"." Po~ta11~ce -. ':,. ,_~' 
. ," ! .," ' ..... .. '-, ' .~ 

",', . 

. , "'., '. " .. , ~ \' 

" " ,_,'t, 

a. 
, . "', '. 

'. : 

., . ' 

ii. 

iii. ' ' ' Approval' from the Diet is required to exp3Jld or change the insur3.nce 
products or riders offered by the :MPTexcept for limited a1~rations '. 
within ,the scope of the' products or riders .authorized in the law. 

.' 
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iv. 	 The 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 which the MPT is authorized by the 
, Diet to offer.' . 

b.The MPT will 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 insurance products primarily regarding sickness, injury or nursing 
coverage. 

(5) 	 Cross-Border Transactions " 

a. 	 ~['he' Government of Japan intends to, as part of tl:i~ insurance sYstem reform, ' 
liberalize cross~border insurance transactions concerning aircraft of Japanese 
registration' and ships of Japanese registration for international transport. ' ' 

b. 	 With Jespect to sp~ce launching alui fr~ight (including satellites), .necessary , 
measure~ will be taken independent of the insti~ce syste.nls reform. ' \. 

• c: :. ";Th~Gove~erit 6f,Iapan ~.~c~ed~ed ~~~;~ti~~~i~'r~~ctt~ i~ " t";' "" 

'commitments rehited'to insurance in the Final Act Embodying the Results'or" ':."" .' 
'. . the Uruguay Round of Multi1~teraI Trade Negotiations, such as'a reservation' , r 

:t" 

on ~ce contracts 'on go~ behlg transported .within Japanese territory.. 
'~f' , 

". " 	 " - . . 'O..." ~. . .,~' '," '.: ... 

:GOVERN1:IENT'C()RPORAnONS' " ,., , 	 _.... ";.. :.' 	 . 
"'" " . ; , • I . ' 	 ~ ::.. .: 

.... : " 

'(1) '.'Th~Go;~rnment or"Japan Wi11enco~g~ publiccOrpbra:tions .1isted·:in·Appendix 2 to 
, , Permit"foreigh insurance providers acceSs' to their instmince progmDs.~d to ensure . 

,allocation of premium shares ,among p~dpating' insurance providers according to' 
, . fair. tnJ.nsparent; 1l0n4iscrlniinatory~3.nd·compe~tive· criteria.'.· " 

,t" 

. . ~ . " . '" . . . 
'. .- . . 

(2). ' The Governmentof the United States'has scheduled areservation with respect to its " 
• '." 	 • • J • 

commitments related to· insurance in the Final Act Embodying the Results of the 
Uruguay Round of Multilateral Trade Negotiations regarding the factthat·branches 

". are not permitted to provide surety bonds for U.S. fe~er3I govermIlent contracts. 
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,VI. 	 COMPETITION 

(1) 	 Private AflaIysis of Market Conditions 

a~ , 	 The Government ,of Japan reaffmns.that there are cenam aspects of economic 
mtionality of keiretsu relationships. However,' noting the concern of foreign 
insurance providers, flrst. 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 fC?r competitive foreign insurance providers, the 
t'iVO Governments will request domestic and foreign insurance providers to: 

, , 	 .. . ' , 

. . . i. ' discuss. the issUe of "keiretsu." relationships and jointly select an . 
, . independent research organization to cQndu~t a study of the extent and' 

effects of intra-keiretsu transactions in the Japanese insurance market; 
.and .' . ' . 

.', , .. 
iii." 'discuss 

~ 

the issue of case agents, and, if deem,ed necessary. inchidethis 
"issue in the study to be conducted by the'independent research 

, organization. ' ' 
. 	 ~ ~', . . 

b.' The two Governments will request foreign and domestic insurance providers to 
iastruct and allow the independent ~h'org~tion to analyz~' "keiretsu" 

, relati6nShips~ as appropri~te to 'the Japanese ilisurance market and as',,·· ' 
, a:,ppropnatetoensUre'a compre!tensive,' uSeful~ an<;l ngorousstudy of that ,.,"; ,'" 
,market;,: ',.,,' ~ ,," " ~,' ;"',,,':: ,,' !~'>"';' '. ':',:,,:,.., .. ',' " ,:':': . ' ...; ,~' ':., " 

," .•,.:, 	 "': '; '. '-:,: " :'1,',' :~".' ,". . '~'.~.: 

c. 'Th~ tWo'Go~erimients Wiu re~ue~tf6;~linanddomestic ~ce providerS to ';, ,c< 
'report to the tWo Govemments by, December 15," 1994, the na.iI;ie of the'"", -:. . ' ,', ' ' 

. " 	 iUclependent research organization that Will conduct the stUdy. "" The tWo """ ,," " ,',' ,,' , 
Governments expect the study to be completed br:April 1, 1995, and they will . 

" . ~ . 
reqUest foreign' and domestic insuranCe'providers toI make every possible effort' 

, ",' to'reilize '~s 'expectation." , ,,' ';', .', " . , 
• '>,",, 	 " 

. . . . 

(2) 	 IFTC'Study' "'" 

, Upon implementation of th~ insurance ~form legislation, the IFTe is prepared 'to • . 
conduct a study of the Japanese insurance market wi~ a reasonable period of time 

, from the: competition policy 'viewpoint, ~g into account such factors as the . 
developments observed since the unplement3.tion of theinsuIance ref0rm legislation, 
the private sector study mentioned above and other relevant issues~ as appropriate. 

I: 
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(3) , Enforcement Measures 

a. 	 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 appropriate, constitute violations 
of the AMA, such as 'private monopolization, unreasonable restraints of trade, 
or unfair trade p!actices.' , 

" 	 ' 

h. the Government ,of Japan, while noting the Report by the Insurance Council, 
-	 will review, by Fiscal Year 1995, AMA exemptions stipulated in the Insurance 

Business Law. 

(4) 	 Article 28 of the AMA 

:> 	 Both Governments understand that, under Article 28 of the AMA, the mc is to 
perform its duties independently. 

VIT. 	 CONSULTATIONS, 

The Gove~ellt of Japan and the Government' of the United States will meet annually, or at' 
any time'upon !request of either,Government, to review imple,mentation of the Measures, and 
to discuss. as necessary other issues regarding insurance. 

VJltASSES~:ING IMPLEMENTATION 'oF THE MEAStJREs 	 ! .. 
, . 	 .. .:..... . 

.... 	 " . ",
"\::, ' 

'(1) Data Collection 	 '.' .. 
" 	 ' 

~ '" •• '> 

The followirigiDfohruitiori'~n Japaiiwill.be· provided' on'~ annual basis:,'" .. ' 
. . "; 	 ~ .,' , ' 

" , . .' , ':,' : ,'-' .... / . '. :.,.'. .... '.- . 
a.:, . The'nUmber of ~pprovals of new pr$cts,new rales; and licenses toprovide .. 

insurance. in the life an<i non-life sectors. as well as the number of ~pprova1s ", " ' .. 
ofIiew third Sector products which primarily deal,with sickness, injury or ' 
nursing, c()vetage, for: ' .' ..: .', " ' " ", ',>' ',' '::::- '" .. '. , ' 

" 

, i. . 	 "foreign insurance p~oviders; and ' 
- .'.' . 

, .' . " .. 
ii. . 	 Japanese insurance providers; , 

. 	 : .' . "'. J " 

b. 	 The ratio of approvals (the number approved compared to the number of 
applications or notjfIcations) 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 primarily deal with sickness, 

,iinjury or nursing coverage, for:,' . . . . 

l

\ 	 ' 
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i. foreign insurance providers; 


ll. Japanese insurance providers; and 


iii. 	 all insurance providers. 

c. 	 Total insurance premi~ms, in the life and non-life~ sectors, for: 

1. 	 , foreign insurance providers; and 

11. 	 all insurance providers. 

The following information on the United States will be provided on an annual basis: 


, a. - The nUmber,of states accredited in the NAIC accreditation program; 


b. 	 Description and account of NAIC harmonization proposals including model 

,laws; and . , , 


,c. 	 Total 'insurance premiums, iii the 'life and non-life. sectors. for: 


L foreign insUrance providers; and _' 

, .. 

ii. 	 all,insurarlce 
, 

providers., 
, -, 

, Forthe'purpose'of d3.til collection. "foreign 'insUrance provider"rileans an irisuiance 
provider 50 percent 'or more ~wned by fo[~ign shareholders, inclu~ing those in branch .. ' : 
form. .' - ':.' ': ': ' ' '_ ,':, " , '" ,: ' - .:' 

''..,''.} 	 , , .. ' " .. . !:., .... , ,-. ; .... ,',"' 

'(2) 	 AsseSSDlent' , , .' 
" 

",' . 
, " 	 - ,,[ 

- 'AssessDlentof'the' hnplementltion of the.Measures.as well 'as the evaluation of' " 

_' progres::i achieved, will-be based ~n,the'overall consid~ration 'of the following -.' _,_ 

" , qualitative and quantitative criteria. _ These qualitative"and quantitative criterlawillbe , 


, , J
considered as a set. and' no one criterioD>will be deterInfuative of the assessment' of ,; 
the Mensmes, ,or the evaluatio'n of progress achieved., These criteria do not constitute " ... 
numerica}. targets, but rather are to be used' fot the purpose of evaluating' progress ' ' 

, achieved toward the, go31s of the Framework and the goals of this sector•• as set forth , 
in Section 1. ' , " 

\ ' 

a. 	 Qualitative Criteria _ 

:. 
i. 	 " tranSpar~ncy 'and availability of standards and measures in J~pan, and 

, meaningful and fair opportUnities for ,foreign insurance providers in ' 

17 , 

http:the.Measures.as


Japan to be irifonned of, comnient on, and exchange views with 
offici~ls regarding matters related to the provision of insurance and to 
attend meetings and submit statements to advisory groups; . 

it· 	 prompt and fair review of applications and: notifications in Japan, 
including without being required or advised to coordinate with or 
disclose infonnation to other insurance providers or intennediaries; 

. 	 . . 

iii. 	 . efforts by the Government of the United States to encourage the NAlC . 
regarding United States market issues addressed in the Measures, 
including issues regarding the review of applications for licenses; 

iv. 	 changes that address impediments to market access in Japan, if any, 
. arising from certain aspects of market conditions and business 
practices; 

v. 	 efforts by foreign insurance providers'and . intermediaries' to utilize new 
opportunities· created by the Measures; and 

vLthe implementation of other measUres in .the Measures; 
\ . 

;-. :b. 	 Quantitative Cnteria 

'lFrom the. vieWpoint of addressing signifi~t improvement· in market access for 
i:ompetitiye foreign ~e.providers:::· . '. " .,' .:.. . ':, .. ~ .. ~ .... 

......... '. t':-." -,. .' " , . : .,. , .~ ..... ",~ ..::. . - -"-' .'. '" . . .:. ..' 

it. '. cbang~·ai:id iate 'of change, from~nereporting: p~riod to the next,· hI: '. ",. . . 
the number andradci of approvals for new' Qr modified prOdut~ aild· 
rates in the life and 'nori-life sectors in Japan; for foreign and Japanese .' . 

.·insurance provide~; . . , .' .. '. . . ':" .. ' ., 
, f,. : 	 '. .. • ':; \ 

,.', " 

iL ..• '~hange,and ~te of cb3.nge, froni one r~pO~.ing'periO~ tQ ~ .. ne~t,' ~"... '." 
.. l the value of premiums by foreign insurance providers in Japan, ill the· ....., ' .. 

aggregate and in market sub-sectors as appropriate; and " ' . 
, " . ," ,. ,', ,-	 ". '-

, ·m.· ch3.nge and·rate of~cbaD.g~; from on~ r~portit1g'period t~ the next, .in.'· ... : ., ' . . 
the sruire of total irisui'ance premiums for foreign insurance providers to 

. those for all insurance providers in Japan, in the aggregate. and in . .. 
. -marke~sub-sectors as appropriate.. . .. 

' .. 
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APPENDIX 1: Outline of the Administrative Appeals Inquirie~ Law (Law No. 160 of 1962) 
and the Administrative Case Litigation Law (Law No. 139 of 1962, as amended) 

(1) 	 Under the Administrative Appeais Inquiries Law ("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 complaints are complaints for objection, examination, 

and re-examination. ' , 	 ' 

,(2) 	 An administrative agency is obligated to give notice as follows: 

a. 	 Wben'anadminlstrative agency issUes an order in writing, it must give notice 
til 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 
~uring which, such a complailit may be flIed. 

, :-, ,,'". 
. b. 	 Upon request by a person not directly addressed in an order bu~ having an 

~rest in the order, the administrative ,~gency must give notice to such person 
of the information spe~ified in para~pha.' " ' 

. 
c. ' 	 In the event that an administrative' agency 'fails 'to give the notice req~ired 

, und~r paragraph 'a. or b.,and the person entitled taTtle a complaint flIes it with 
" an ,agency .odler than the agency responsible for examining'the complaint (the,: < ' .. " '"examining agency"), the agency that issued the chall~nged order must transfer .'."·i 

" 	
the complaint to the examining agency, ',. ",", " " ::'~: > " :' ,::, , " '~ ,', 

, 	 • ' • ,. "," ,.'. '. • .<.; 

! ,.,' 

(3) , When a compl~irit i~ flled,the' examining agency isrequtred to:' , .' ',' 
, . 	 . . .~ ','.:', "" . ' . .' . ": ." ' . 

, a.' , ' " eXamIDe whether the~o~pl3.int·riteets th~ ~~uh:ements f~r ex.tio~ ~ci: if" 
'. ,itdoes; commence examining the matter;"':: .: >:. ',"," ' 

b. .' allo~ '~~~e~on who has f~edthe ~o~Pla~t~d~y ~te~~nor, .~on~ ~th~r 
.. \' ',' 'thiIlgs, to produce ~ocume.ntar{evidence. and make 9.ralargumeJ:1ts; ,and,' , ,,' 

,.' 
~ " ' 

c.' ' ,r,e~der in writing its decision and thereasons for it, and affIX"its nrune and seal 
hinpr~ssjon thereto. ' ' \ , ' , 

(4); , FuIthe~, tinder the Adlninistrative caSe Litigation Law(" ACLL'i), if any person;s 
"specific right or interest is infringed by any illegal order or abuse of discretion by any 

, administrative agency"that'person may flIea claim with 'a court and seek judicial
'review: .. " ' ," , , '," 

(5) ,'With'respect to','the insurance sector ,in J~pan,: the complaint' for objection must be',' 
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flled with tlle Ministry of Finance in accordarice with the AAlL. Following a 
decikiotl by the Ministry of Finance on the objection, the person who filed the 
comblaint for objection may file' an appeal of the decision to a court for judicial 
review, without following any further. administrative prqcedures such as 
nexamir~tionn, or "re-examination" pursuant to the AAlL and ACLL. 

,APPENDIX 2: Government Corporations, 
, " 

( 

1. The Government Housing Loail. Corporation ' 

2. The Pension W~lfare'Service Public Corporation, 

3. The Housing and Urban Development Corporation . 
, 

, 
' 

, 

, ;, 

4.: The Okinawa Development Corporation 

5. - ,The Employment' Pro~otion Corporation

1 ' .. " ' 

/. 

, "
", 

.'., . ' " ,,,: '.,'......• 
'·:i .. ' 

. " . ," :.' :,' . 
",," j.,'. , 

, " ~ 

: ;~, . 
t,.. : " 

. , " ' 

'..,' 
.,'.: .'.' 

, ' 

'<" ' 
.: ' 

,'," ." .:'." 
" " ~ '. . ': . 

" .' 

',~ , 

"f' 

. ~' , 

<. 
, " 

'\, ' ... 
".' .' 

, ..... 
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OFFICE OF THE UNITED STATES 

TRADE REPRESENTATIVE 


EXECUTIVE OFFICE OF THE PRESIDENT 

WASHINGTON 


20506 


94-52 
FOR IMMEDIA1~E RELEASE CONTACT: ANNE LUZZATTO 
THURSDAY, OCTOBER 6, 1994 DIANNE WILDMAN 

KIRSTEN POWERS 
JAMAL SIMMONS 
(202) 395-3230 

UNITED S~[,ATES AND MONGOLIA SIGN BILATERAL INVESTMENT TREATY 

The Urli ted States and Mongolia today :signed a Bilateral 
Investment Treaty (BIT), the first such treaty' in the Asia Pacific 
region. United States Trade RepresEmtativ~ (USTR) Ambassador 
Michael Kant~or and Mongolian Foreign Minister Gombosuren signed the 
treaty in Washington. . 

The BIT' guarantees the right to invest on terms no less 
favorable than those accorded domestic or third-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. 

IIThis treaty strengthens the economic ties between our 
countries,lI said Ambassador Kantor. "Togethei with the 1~91 U.S.
Mongolia Trade and Intellectual Property Agreement, these 
agreements build a solid foundation for our trade and investment 
re.lations. " 

The BIT is the ninth signed during the Clinton Administration 
and 31st overall. 
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TRADE REPRESENTATIVE 

EXECUTIVE OFFICE OF THE PRESIDENT 
WASHINGTON, D.C. 

20506 
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Kirsten Powers ' . 
Jamal Simmons 

. (202) 395-3230 

STATEl\1ENT OF AMBASSADOR KANTOR ON THE U.S. 

DISTRICT COURT DECISION IN 


PUBLIC ClrIZE1~ ET AL. v. l\UCHAEL KANTOR ET AL.. 


· Yesterday, the U.S. District Court fo~ the·District of Cohimbia~nounced its deCision that 
the National Environmental Policy Act (NEPA) does not require an environmental impact '. 

• . statement (EIS) in Connection with the Uruguay Round of th~ Genenu Agreement on Tariffs· 
and Trade.' ' . . 

,The Administration 'is gratified by the Court's decision: As the court of appeals rulect in'a· , " 
l' ,case brought by Public Citizen irivplving the North American Free Trade Agreement,-NEPA 

and the EIS requirement do not apply to actions of the President. Due to the excellent work 
.. 'of lawyers (rom the Justice Department and the White House, we argued strongly - and the :.' " 

District·Court agreed with us": that the negotiation of the UR,.andthe submission of:' 
implementing' legislation to Congress, ·were the essence of Presidc:::ntlal action ~ and therefore . 

• • / I ~ 

· the EIS requirement of ~PA did not apply. ' " , , . . . ; '. '. 

· N.onetheieS~: this Administration has ~ever ~avered from its:strongresolve to ensure the ., . ','. 
.'., . , protection of th(~ enviromnentunderthe uR.;;For example,thoughnot required by law, We' 

· 'issued a report ori environmental' matters~ssociatedwith. the· DR. We led the effort to· , 
· establish .the Committ.ee on Trade and Environment In the World Trade Organization: The . 
. U.S.: successfully urgect se~eTal amendments to the text of the' agreements which helP'make . 

. . the WTO sensitive' ~oenvironmental issues. And'we negotiated changes in the DR which 
improve public access ,to ~ispute settlement cases' in. the WTO, en'abling environmental and 

· .ot.her non-:governmental organizations to better· monitor thos~ proceedings. . ,. ! ' .." , 

The Uruguay Round and the WTO willhelp improve' environmental prot.ection among the' 
. world's trading partners, anot.her reason . Congressional ratification of the agreement is critical 
this year. " . 

,.-30- . I 

.. \ 

'oj' 

': :, 

http:Committ.ee
http:IMMEDIA.TE


141002 'Q," V': I': v ;) i '" I 
, ,,' , ,. 

. Release No. 0750.94 

Tom Amontree USDA (202) 720.4623 
Anne l.u.nattu Usn (202) 39S~3230 

ONITED'S~A~~SANNOUNC!S H!H3ERSHI? OF U.S.-CANADA JOIN! COHHISSIONON GaAINS 

YASKINC'ION. Oct:: 3 ~ - The names of ehe five call1lll!$sioners, who will ' 
'repruBnt: the United Stilt:C:2 on ehe U.S. -Canada. Joint CommissiQn 011 Grains werl! 

announced t:oday. 
, ' 

The I:lnnounee.me.n.t vaa made by Secret.a.ty of Agricultu.re Mike' Espy and. U. S. 
T,rade Repreise~t.ileiv:e tUcke.y Kant.or., . , 

. , 
"I lUll please4 to announce ehe .u. S. members t:o t:he Joint: Ccnlll:lI1,sston on 

'Graire; t If ,del Espy. II'Q'e are exeremely fortunate t:o have, access' eo 1:he ' 
expert:be 6f 1:his calenteel group 'of people. ' n'1ey ,wlll contribute great:1Y 'Co 
the work oj; 'the 'Commission. • ' ' 

, The c:reat:ion of the:Commi.u1on wasagi:e~d to in che recec:c U.S. ·Canad.a 
Mamo~andumof Understan4ingon wheat:. The binational commission will examine , 
all aspec:t:~~ of the two c;ountr1u' rupeceive marketing anel su.,ppore. systems for' 
all grains tmd the impact: eben, two' sysuu ha.ve, an Ca.na.d.lllo and U.S. ma:kees' 
and on competit:ion becveen the two countries in third-country markets. 

, "The,c;bj ective of t!he Commissi,~:n is t~ 'as'ais~ 'the two:Goverilments'1.n':' 
, reaebin; long-te.t'ID solut:ions ~o, existing problems, 'in the grains sector.' The 

Commi3.si.on is scheduled ,.to' submit: initial f11ldLnis ..and non·bin4ing" ',< ',' 

.r~c;ollllllendadonseo bo'th c:.ountries ,by june '12. 1995', 'and itw1l1eonclud..el1:S 
work' bySej~t:~mherll; 199,5.,' , >; ," ''. " ~': ' 

'" , . . ..' ..•.~. :', '," , .... ',' , . :, . . : .. ' . . .. .". .. ." , ,!he l:om.missiClners are: ,',," .. ' " , . "" , , 
'-: i ~.. . .' ,-' .: \ , 

'Alan Berpan.,lCh~at pro4u.cer, fI::a,m:Jud. ND ~': !'~esi4~u'~~f"NDrarmerSU1uCln :: 
"~ Jame;1 ,\1~.n Miller, "Wheat arid b'arley producer' f:clIl G4rfleld, WA~ Past: . . .. 

,: r', President of National Associa.t:ion of Wheat: Growers' . ' , 
'Herbiart iC&rse.< BarleY'Pl:odUCtll' from ~Unburs'C:. ',K!. B()ar<1 member of ',',', 

, ,Naeional.Barley CrOwers Association. ' , , ' 
'Allen Anders~. 'SeniorVlcePresl'denc.HarVese States Coopera.tive. St~ ;" 

P~ul ~,MN " " " " . 
Anthony Flagg, .,Pre;a'ide,nt, pendle~oi,t Flour' Hills, Pen<1lacon,' OR. ' 

,.' '.... 
,', .." -". 

http:Commi3.si.on
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THE WHITE HOUSE, 


Office of the Press secretary 


For Immediate Release Qctober 3, 1994' 

REMARKS B1 THE PRESIDENT 

TO BUSINESS SUPPORTERS OF' GATT 


,west ,Lobby, 

12: l4P.M. EDT' 

" , THE PRESIDENT: ' Thank you very much. ': Senator Mi~cheil", 
I was thinking' even before you spoke how much I would' mis's you.' Now, 
after that introduction~Ifeel it even more.keenly,.·

.' : . . ~ . .' . . '. ' .. 

. . 'Ambas~ador. Hills, thank 'you for y~ur stea.dfast sUPPo'rt) . 

, and yo,ur llaadership on'GATT. " Ambassador Ka,nt;or, thank 'you' for what· ., .. 

you have dc:me .pnthis,' and.conqratulation$ on the agreement ,with.:; ., 


t • Japan, ,too, by "the, ~ay.~. 'loti, ,did a fin.e job, and ",eire proud of you.;;,: ' 

(Applause. J'.' .' . " . '." .'" .; , '.' ., . ',.:'.' .. 

, " ',' .' .'.. ' '. .' :.~~ ~ll.·the' distin~rshed 'members ~f :cohgress. who .are:;: ~;';>'.".~:... ", 
here,'and those· who :would like to be here who 'cannot be, and all the',' , ' 

.' m'embers of the business community and, ot~ers S!upporting the GATT / .'. 
'today,. . I tha~k you 'for coming here. '; ~o,the 'distinguishedleaaers 6f:"~ 
"previous aciministrationswho are here,. includinq Lar.ryEaglebul:ger;,", 
BrentScowi::roft,Herb.stei'n,and ·other.,s,' I th,ankyou 'fpr bEdng ~ere. 

/'" . ,.: :'."',: ,'MU~h:<that,'~eeds 'to be'~aid ab~ut t~e'GATTh~'s ·alre~dY." " 
" : beensaid~ Mi'ckey Kantor reminded me this morning9f something .:J:' 

confess I hadnotthoug~t of on this. day; it'was, three years ago 
,. today" that. I announced my t;::andidacy' for this job'. ·And he, did it 

because thlare is aline here on the first paqe of .the taik which 
said, "I refuse to be. part of. a generation' that fails to compete in 
the globa-l ec:::onomy, and ~o condemns hard-working Americans to a life'" 
of struggll! without re~ard or 'secu:t:ity. II" ;' , 

, The 'qreat challenge of our" ageecono~ically is, to 'figure 
out how we can create jobs and increase, incomes ,for people wh~ work '" ' 
hard~ with()ut having too much inflation. It ,is 09vious to.'me that' in 
order to dc) that we. have to do three things: .: We' have to bring the 
deficit do\m: at the 'same time, increase' investment' and education 
training and technology, and expand trade and investment. If we tari, 
dO,~hose things, and if "our neighbors'do those' things' ~-- in short, if, 
we do ,them together, then we ,wi~l be able to .create more jobs and 
find produc:tive lives for our people, without u,nacceptable inflation. 
We will al~;o be able to, end what is now nearly, two decades of people', 

. working hal:der and longer without' ever, getting much' of, a pay raise ~ '.' 
.. . '.' . 



!'~ en=oQf~g~d that J~st this ~ear we see i~c==es risi~g 
at about the six percent in the United State? with nowhere near that 
sort of inflation. 'W"hy? Because of productivity, investt:.ent, and .. 
trade. That is what we have to do. In the end, that needs to be our .. 
bipartisan cOl1'Jllitment to our children and to our grandchildren and to 
our future. Our co~mitment to make America great in the 21st century 
involves a com."Ilitment to make America a good leader, but a good 
partner as we~1~ , , .. 

We have cut the deficit with $255 billion in spending 
cuts and rt~venue increases, and three years now in a r'ow the deficit, 
will go do'vn for the first time since Mr. Truman was here. We 'have 
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shrunk the federal bureaucracy. It's a~ready:morethan 70 , 000' people. 
smaller·tha.n it was whEm I came. But t~e Congress· has adopted a bill 
to reduce. i.t by 270 ,000 over six years ... That will make the federal 
gover~ent the smallest it was since President Kennedy served here~ 

We have incr.eased our investment and education and 
training, a.nd we are opening the doors Of. trade, removing barriers to. 
the sales Qf $35 .billion in high-tech export jtems, and of course, 

'. working hard with tradeinitiatives like NAFTA and GATT. . ., 

Carla already .allu~ed to this,. but I think it's worth 

pointing out to those who say that NAFTA would be a disaster, that 

our trad'ev.ri th Mexico is growing at three tim~s .the rate of our 

overall in'theworld; .that exports of automobiles and· trucks to 


· . Mexico . have. . increased by, 600 percent. A ~ot of those auto factory 
people are working' overtime for the first time in a very long while •. 

1. _ ' .. '" '.., • 

" ' r .. ' So . I feel' very good' about the, direction'. in which w~ are' 
going~In the last year and a. half, 93. percent .ofall the new jobs' . 
in this' country haVe come.in the private'sector~ That means that the 
strategy will work., 'but we have. to keep it, going~" . 

, . " '.. ' , , " . 

"'.. .......-. A..lot of ~trib'utehas'beenpald :to the people .in: the 
three pr.eyiousadlninistrations who. have worked .hard'on .this.· I just',·. 

: .want .to add my words to .thosewho ~aye spoken ,before' ,and' to say. a·' '. . ,.. 
:.,' '. ~special word of t~anks not only, to, Ambass~dor'Ka~to:,. 'but ·to·,a.ll· . 
. '::. ' .thos4? .. in .theadminis~rationwhoworked·:.so. c~o~e.lY:W:lth hi.m ":"-. to .. '. ' 
. '.:, .• ' 'SecretaryEspy, ·.Wh() .. lS here and whose'.aqrlculture reform bill just',> . 
'. , .. p·assec:l.th~· Cong~ess': :.toSecretary Bentsen; ,to··secret·ary·Brown1 and.to·' : .. 

. . , .. Laura Tyson,· ·the· Chair of our Council' of Economic Advisors: ~nd .'. :. \ 
.\. : others.',..">. . ', .. ':'.:-';.:.' :,:;: ," ',:" . '., ,',' '/' ',' " ..~ ..... . 

:·~":'··tl '.-" ."".':""-, , . , .... :. ""~'", :" :'.'"~:"4"'," ; .,"-,,"', 

,. '. ." ," .... ' We know ,we .know. thi$ is in our l1ationalinterest." "You ',,:', 
: . might wonder, ·silicewe.all kJ7.owit, what ~re, we .dc>ing .here' today?· ... We, 

all' know this~ I'll tell you what we're. doinq here 'to,day~ .. We're ":". 
· tryinq to ,d:o this with the lea,stpossible delay.' We're trying ~to 'do'.: . 
this in the shcirtest po~sibletime.· . '.f '., '. . . ", " .. 

"~..... " ' 

'We know tha't when the GATT: 'is'finallY implemented, it" 
will add to $100 billion. to $200 billio~ to 'our 'economY"e,(eri year.' ..' 
·We . know the. GATT plays .to our 'strengths for ,·the ·reasqns Ambassador 
Hills has already mentioned. We kn.ow that our pharmaceutical. and . 

. computer· software firms'canharnessAmerica's br~inpower. ~nd,now put 
it,to' work all ov7rthe world. We' know our t~actors Can plow the' 
so~l of every nat lon. We know that from cars 'to. computers, from 
furniture to frozen foods, we "can stillma1ce' the things. the world 
wants to buy, and when GATT is fully implement:ed,.we'll be. selling . 
tnose things everywhere in the world. 'i. , 

. The:GATTpassed the House ways and Means Committee by 35 
· to 3; the Senate Fin'ance committee 'by 19 to of has a phenomenal 

. . .amount' of support from business,consumer,' labor groups,' over. 400 . 
. . . economists. But the point. I want to make is, ,we need to do it now. 
"Sec1="etary Bent~en has estimated that even as~x-mqnth 'delay: will cost, 

... _- ............. " ....... ~-- ------ .. -. --_......... _ .... __ ..... t.. ... 
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So we are here today to say: The work has been done. 
T~e path to the future is clea~. Our obligations are plain. We 
thank all of you for your support; and let's do it now, and do it ,.,... . 
t ..~s yea.:-. 

. Thank you very much. (Applause. ) 

END 12:21 P.M. EJT 
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OFFICE OF THE UNITED STATES 

TRADE REPRESENTATIVE 


EXECUTIVE OFFICE OF THE PRESIDENT 

WASHINGTON 

20506 

94-50 
FOR IMMEDIATE RELEASE CONTACT: ~nne Luzzatto 
Monday, October 3, 1994 Dianne Wildman 

I •

Kl..rsten Powers 
Jamal Simmons 
(2.02) 395-3230 

J:DENTIFICATION 'OF TRADE EXPANSION P·RIORITIES 
PURSUANT TO ~XECUTIVE ORDER 12901 

This report is submitted pursuant to Executive 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 expansi6n prio~ities and identify 
priority foreign country practices, the elimination of which is 
likely to have the most significant potentia.l to increase United 
States exports, either directly or through thE? establishment of a 
benefici~l precedent." 

In identifying priority foreign country practices, 'the Trade' 
Representative must take int;.o account all relevant factors, 
including:' . I 

(a) 	 the major barriers 'and trade distorting practices 
described in the National Trade Estimate R'eport; 

(b) 	 the trade agreements to which a foreign country is a' 
party and its compliance with those 'agreements; 

(c) 	 the medium-term and long-term implications of foreign 
government procurement plans; and ; , 

(d) 	 the international competitive position and export 
potential of United states products :and services .. 

i 

The Executive Order permits the Trade ,Representative to 
include, if appropriate, "a dascription ofth~ foreign country 
practices that may in the future warrant identification as . 
priority fo~eign country practices." The Trade Representative 
may also include Ita statement about other fqr~ign country 
practices that were not identified becauseth~yare already being 
addressed by provisions of United, States trade law, existing . 
bilateral trade agreements, or in trade negot~ations with other 
countries and progress is being made toward:t11.eir elimination." 

The Global Context: Changesiri the world economy·, 
reinforced by the end of the Cold War,have'opened up new 
opportunities in the global marketplage. The:United States is 
well-positioned to take advantage of these opportunities. 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 competitive. In order to remain 
successful, we must pursue a strategy cons ist:ing of two 
interrelated 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 ~ome $744 billion. They will 
stimulate the creation of ,hundreds, of thousand's of jobs and, when 
fully implemented, add an estimated $100-200 billion to the U.S. 
GDP annually. ' 

, The Uruguay 'Round agreements contain improvemi:mts in market 
access worldwide for goods 'and services, improved rules for 
trade, a new agreement protecting intellectual property 
worldwide, and dramatically improved procedures to enforce our 
rights. ,The improvements in dispute settlement under the new 
World Trade Organization (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 rights to market access will, have, an , , , 
expeditious remedy. But ,these benefits, scheduled to go into 
effect 'on January ,,1,' 1995, will ma,terialize only if Congress,has 
adopted legislation approving and implementing, the Uruguay Round", 

,agreements. For 'this reason, the,Administration urges' ' 
expeditious approval of the Uruguay Round Agreements Act" which' 
the President submitted to Congress on September 27. ' ' 

. '. ' ", " . 

'Enforcement: 'The Administration 'remains committed to 
vigorouse,nforcement of our rights under tradeagr'eemehts -- both 
our rights at present;, and the expanded rights we will,have when 
the Uruguay Round results enter into effect.;section 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 tile trade 
of any government found to be violating'our rights, if that' 
government does not either eliminate the viol~tion or provide 
compensation acceptable to us. Such retaliation would be carried 
out under the authority of section 30,1 as a matter of U.S. trade 
law. I 

section 301 will also remain an important tool in, addressing 
uhfair practices ,not covered under the Uruguay Round agreements ~ , . 
And it will be available to us when we encounter trade
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restricting practices by either non-members of the WTO or 
governments to which we do not apply the Uruguay Round 
agreements. 

• I •• 
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Priority Foreign Country Practices 

As a result of the review under Executiv~ Order 12901 and 
the results to date of intensive negotiations, the Trade 
Representative has decided not to identify any priprity foreign 

, country practices at this time. ' ,; 
. . . " 

We have had serious,' long-standing 'co,ncerns regarding access 
to the Japanese market for flat 'glass. We have reached agreement 
with Japan in principle concerning access to t-he distribution 
system and access tO,the public and private construction 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 following practices may in the future warrant 
, identification as priority foreign country practices: 

Japan :marke~ access 'for wood and paper: :,' 

In the 1990 u:s.-Japan Wood Products Agreement, Japan agreed 
to substantially reduce 'tariffs,to reduce subsidies, to ' 
speed 'Up product certification, and to adopt performance
based standards and 'building codes. Progress has been made, 
but rie'w or existing barriers continl.le to: impede market: ' " 
access. Tariffs, although r~duced, in the Uruguay Roundi 
remain a significant impediment. Adoption, of,per~orm?lnce
based "standards ,and building, codes. has been ,slow and Japan 

, maintains' a' paral;,lel ,unliberalized set of building s:tandar~s 
"forho\lsing 'lo?lns.' subsidies, ~o, the wood products industry" 
appear to have' risen. " We seek further ',m(;!.rket opening , 

',through the ,elimination ,of these remaining ,barriers. ' 
. .' .' . ." ' 

In April 199'2 " Japan agreed' to ,.take GAT'T-+consistemt measures,' 
toinc:rease substantially market access' in Japan for foreign 

'. paper ':lnd paperboard products, to 'realiz~ the objective in ,', 
,the January 1992 Bush-Miyazawa action plan Qf January 1992 
"to substantial,ly increase market' access ,for foreign, firms' 
exporting paper products to Japan." ,Four'consultations have 
been hl~ld 'under t,he agreement., I,n the Uruguay Round, Japan 
agreed to join ,a Quad country consensus ~o cut tariffs on 
paper to zero over 10 years. However, Japan has failed to 
providE~ detailed information, on th,e degr~e to which Japanese 
governtnent agencies .are implementing, provisions which' 
obligate them to actively encourage use of foreign products 
by end··usersin key market segments. , We :seek a full 
accoun1:ing by all appropriate entities wi:thin, the Japanese 
governtnent on their implementation of the agreement, as well 
as other measur,es to augment the agreemeI'\t 'and make it more 
Eaffective. ' ." ' 

. ; 

http:continl.le
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B. 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 Un~ted States~: 

European Union utilities Directive: Under ~he European 
Union's utilities Directive, which took ~ffect on January 1, 
1993, telecommunications utilities in 8 EU member countries 
now penalize bids by u.s. suppliers containing over 50% non
EO 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 certain goods and 
services from these' 8 countries. We will· continue to seek 
removal of the. discriminatory aspects of: the Directive 
through negotiation with ·the EU. . " 

Canada dairy and poultry measures: In implementing the 
Uruguay Round, ~anada intends tp convert.its·existing import 

.quotas on dairy products, chicken, turkey and eggs to 
tariff-rate quotas, and raise its bound tariffs 'on these 
products. Canada has also stat·ed its intention to apply .. 
these tariffs on imports from. the, united: states. 'We believe 

: such an action :would reduce our access to th~ Canadian. ,. . 
,'market~_ If it becomes 'appropriate, this, matter cO\lld be " 
. addressed through theNAFTAproc~ss. . . j , - .' 

India market access for'textiles: India'severely restricts 
impprts ~t·textiles ·and apparel, and maintains high tariffs. 
In implementing the Uruguay Round"the Administration has· 
agreed to .t,ake all appropriate measures. to obtain market, ' 
~ccess commitments from any' signatorY,to th~ WTO Agreement 
that i:5 a significant exporter of ,textiles and apparel to 
the:United states'andthat we consider has ,failed. to. provide 
adequa:l:e access to its market for U.S,. textile and apparel 
products. Weare .currently engaged in negotiations with the 
Indian government and will. continue to seek improvements in' . 
market access for textiles and appareL 

Korea Inarket acc~s~ 'for automobiles: Actions by the Korean 
)

governinent have built and reinforced perceptions· among 
Korean consumers that the purchase of a foreign car will 
·lead· tt:) government harassment. other, baljriers to imports 
includt~ excise taxes, high-tariffs, standards barriers,· , 

.distribution restrictions and a ban on pz;.ivate sector retail 
financing. The Korean government has' taken so~e steps to . 
address these barriers and has pledged to take others. ,Our. 
continuing conSUltations are aimed at ensuring that the 
'r~main:lng barriers are addressed and that. the Korean ' 
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government's actions result in improved access for imported 
motor vehicles. 

Intellecttial property rights protectiort in china: On June 

30, through the "Special 301" process under Section 182 of 

the Trade Act of 1974, as ame~ded (19 U.S.C. 2242), the, 

Trade Representative designated China a~i a priority foreign 

country, and initiated a section 301 inv~stigation of 

China's failure to provide adequate and effective protection 

of intellectual property rights and fair and equitable ' 

market access to persons relying on in~ellectual property 

protection. Nego~iations with the Chinese government to 

address these concerns are ongoing. By pecember 31,· 1994, 

the Trade Representative will be required to determine 

whether China's failure to address our concerns represents 

an unreasonable or discriminatory burden or restriction ,on 

U.S. commerce and whether trade action is appropriate. 

Financial services max-'ket access negotiations: 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. financial,services firms of 

" 

financial', servicE?s ,including' banking , securities,' insurance 
a'nd other financial services. If we do not' achieve our: " 
objectives, we would maintain anex~mptlol1 from the most- ' ' 
favored-nation' obligation of the General Agreement'on Trade' " 
in-services.,," ' ',,' 

~ . .' . . . 

Telecommunications 'market access: 'The'WTO'Agreement' 

provides for continuing market access negotiations in the 

basic telecommurlications 'services sector~ These:-· 

negotiations cover 'loc'al, long-distance,: and international 


". ba:sictelecommunications services ~ , In these: negotiations, 
we "will seek, to, ensure that ' U.S. firms may provide basic , 
telecommunications "services' in: for'eign .markets both through,. 

.' , ,.

facilities-based competition ;..;.. including the, right to :'. " 

bul.ld, 9wn,and operate domestic and international,netwbrk, 

facilities.,--and.through the ,resale 'of services on existing 

networks. 'We'will also,seek to' ensure 'that u.S. 'companies 

can compete in foreign markets on reasonable and non

discriminatory rates, terms, and conditions. 
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". 
"\ Negotiati6ns on,aeeession to the World Trade 'organization: 

The United states will also continue to seek market opening 
for our goods and services, and to achie~e protection of 
intellectual property rights abroad, in hegotiatingwith 
countrIes that are seeking admission as members to the World 
Trade Organization. The. Agreement EstabiLishing the WTO 

'requires that all members must provide market access, and 
the Administration is committed to gaining appropriate 
market access from every applicant for m~mbership. 

.! . 
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