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AHBASSADOR CHARLENE BARSHEFSKY

DEPUTY UNITED STATES TRAD% REPRESENTATIVE

|
'ON TRADE POLICY TOWARD CHINA

i
¥

B%FORE Tﬂm

HOUSE WAYS AND mxs
| SUBCOMMITTEE ON g{ TR;ADE {
This A&ministratibg has clear gogls ﬁhaf;it wishes to
achieve on trade with China. | First aitndlsllfofexixost, we intend to
i

pursue market opening 1n1tlat1ves for U s. qoods and services.

K
U.S. buSLness should have access to the Chlnese market comparable
r
!

to that available to Chxna and our tradﬁng partners in the United

' states. Second, as a result of greateq comparablllty in market

access, ‘we would expect morearapld growth 1n our exports to
I
Chlna, greater than with th? grcvth of U s.;imports from China in

recent yeaxs. Pinally, and perhaps %ost 1mportant we must work

to ensure ro the maximum extent possxble that China accepts the

rule of 1aw as it applles to trade %- that 15, that China‘’s trade

!
and economic policies are consonantiwlmh 1nternationa1 norms.

China’s Harketfpotential
i s R

?
. . | I S .
China is now the fastest growﬁng;ma;or economy in the world.
| '

! | .
.In 1992, its economy grew at an of?icial rate of 12.8 percent,

with growth in the boomlng’c1t1es along the east coast at even
b ,

higher rates. : f ; f
|
|

|
- ;
|

|
/ I
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. § H ‘ \ .
over the past decade, China‘s global trade has grown on

. o , :
average by more than 11 percent annually -- twice the rate of

world trade growth -- increasing from less than $40 bllllon in
l .
1980 to $165 billion in 1992. While changes 1n accountlng

I

methods have reduced the ostensible 81Eeiof Chlna s foreign B

reserves, they are still form1dab1e. Inftrade terms, China 1s no
longer a poor nation. B !

i

The growth of our bilaterel trade*rélaeienship with China
over the past decade and a hal% has befndrahetic. Our two-way
trade has grown from $2.3 bllllon in 1979 to nore than $33
 billion in 1992. The United S%ates is(now China's largest export

market, with more than 30 percent of Chlna s axports going to the

l

United States. Amerzcans 1mported nore than .$25 billion of

Chinese goods in 1992. - _ | é |

l

|

i
!

The bilateral trade deficit stood at $18

. , , L
our trade relationship, however, &slbadly out of balance.
|

2 bllllon in 1992, up 43

percent over: 1991. The deflcit reachef $4.2 billion in the first

three months of 1993 -- up 23 percent over the same period last
year. in light of the lack of comparafllity of ‘market access

between our two countries, we cannot aflqe Chlna's huge and
growing trade surplus with the United Stqtes,nnow ‘second only to

i

that of Japan. _ }

China’s planners 1mport pfoportlonately more from the

European Communlty and Japan than from!the United States.
According to former trade minister andicqrrenp Vice Premier Li

Langing, in 1992 China’s imports from %heeEuropean Community and

2

L
R
| :

H



Japan grewv at a rate approxihately dodblé that of imports from
the United states.' Not only is our defxcxt Hlth China

unacceptable, but our trade pattern v1s-a-v15 our foreign

competitors is disturbing aqd must be!rqverseé.

China ﬁéeds the products and sereiées that u. S.Acompanies
are the best in the world at provzdln;.l In addltlon to supplying
China with wheat, fertxlzzer, and woo? 4~ products that we have
long sold to China -~ the mlx of produc%s that we now export is

dominated hy the hxgh~technology secﬁors in whlch we excel.

Thus, the United States exported $271 nlllzon in wheat and $629
F | L
million in fertilizer in 1992 but overlsz bllllon in aircraft
I

~and parts and over $1 blllﬁog in comgutfrshand pover generation
equipment, along with subsﬁantial sa%es;of §;ectrical ﬁachinery,
telécommunications equipmeﬁt, and scienkifié‘and control
instruments. | E | f f
In addition, U.S. invesﬁment in C&in@ %f'?hiCh in many
respects augurs an increasé in trade;-J reaéhed record levels
‘last year, totalling over $1 5 bzlli;n: witﬁ total pledged
1

investment above $6 bllllon. More than 550 companles now have
' ? |
offices in China. ; ‘ f }
‘ |
Opportunities for enofmous exp&ns?thof U.S. exports -- and

thus for creatlon of hlgh~wage expogt jobs,-- are plentiful,

provided that market access barrlers aée reduced and elimlnated.
l l { -,.! ‘
China estimates that it wmll require more than $350 billion in
| ‘ ’
imports over the course of its Elghth Flve Year Plan, which will

be completed in 1995. For its part, the U 'S.-China Business

t i , .

; ? |

[ j :
o
.
Lo
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1

i
'

:

|
|
&'i
| i
| i

Council estimates that the market for{power qeneratlon equipment

{

in china over the next 25 yeags is 54? to $100 bxlllon, for

aircraft and aerospace over $4

for telecommunications aboutis

years, and for auto parts, $29
In short, the boom in Chi
within China‘s leadership, ahd

market for U.S. companies prov

0 bllllon over the next 20 years,
30 b1111on!over the next five

bllllon oyer tbe next three years.
; :

na’s economy, support for change
the en?rmous potent1a1 of China‘’s

ide the;Ungtedetates with a rare

and fair nhrkete in China. 1If we

opportunity to press for opeh
waiE we may find that our inﬁ

dlsadvantage relative to those

)

H
i
i

MFN_FOR _CHIN

The President’s de0151on
status for China firmly expres

that China mizsst take essential

|
rights policy and complying wi
Administration is committed tc

» . H
in China. :

At the same time, the P}e
accelerating importance of Ch1
and, more broadly, the 1mporta
effort to modernlze holds for
The Executive Order of May 28
will renew China's MFN status

rlghts criteria, and will use
i

i

i

| , 4
ustries{are placed at a permanent

l

of our tradlng partners.

.
-
«!

|

|
|
i
l
on Most Pavored‘Nation (MFN) trade

|
Ad?inistration's resolve

!;
ses the|

steps toverd improving its human

th the prﬂson labor Agreement. The

elzmln?t1on of human rxghts abuses

P
N t

'
:

R
sident’s decision recognizes the

na’s market to the ‘United States,

\nce that the success of China‘’s
our domestxc and global interests.

thus st&pulates that the President

on the baﬁls of explzcit human

all 1eg£lltools to resolve issues
il
-
|
o
|

|

|
i



of weapons proliferation and?t
the~Presidenﬁ cbmmittad his éd
all legislative and exeéutivé
China follows fair and nondisc

!

]

Lo
{

POLICY ON

’ i
!

|
with respect to the latter,

|
1
|
| o
rade.
.mlnlstratlon tc "pursue resolutely“
avallable to ensure that

actlons

riminatqry trade practices.
]
|

|
China maintains one of th

TRADE W
]

e most prctectiénist trade regixzes

-in the world.

tariff barriers to imports and maintains

tariffs.

! 1
It has put ingqlace mu}ti

ple; overlapping non-

, prcnlbltlvely high

While China’s export reglme]has undergone a remarkable

: transformatxnn over the past decade, éur?lnq china into one of

"the world’s

remains the 0reature of centra

most formidable export en&xnes, Chlna s import reque‘

[
1 planners and state bureaucrats.

N 1

And China’s market for serv1ces remalns closed to all but a few

companies that are allowed 1n
Strong, pent-up demand in

_products on the ohe~hand,,and

on the otherﬂ has led to the Cc

market for gnods.

determined by illicit bus1ness

|

1im1ts to U.S. campanies.

goods 1srsubstantia11y larger
market. ;

China’s rapld growth has
mentality on trade that often

Grow1ng

international norms.

i

For

|

only on‘an“experimental“ basis.
China for}advanced and other
b t '
China's!restrictive import regime

reatlon of‘a large and growlng grey

That - grey market access to whxch 1s often

l

|

practlces, reaalns largely off-

|
many sectors, the grey market for

|
than tha offic1a11y-sanctioned
} . |

i
i

R :
thus spawn?d a "wild west"

has little{respect for rules or

corruptron

1

;
3
|

have_made that situation

i

i
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|
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woree. A fundamental tenet of our trade;pollcy toward China,
|

therefore, is the establishment of a sobid framework that makes
|
the rule of law a basis for' China's conduct of trade. A second

and equally important tenet ls that U. SJ companles must have
N
access to China’s markets cqeparablefto'that»afforded China’s

! {

exports to the United States. If Chinese business has the
b

ability to trade and invest freely 14 the Unlted States, then
T | ,

U.S. business should have the same rights in. China. That, after

allr is the ®equality and mutual benefﬁt" that girds our
1 { .
bilateral trade Agreement. [ ; | s
Lo j v
‘ | ’

Ly
f | f;“{ -
Trade Agreements. The trade agreements that we have signed
. [ ; H "
e I ;
with China represent important steps tFward creation of a solid

i

framework for the U. S.-Chlné trade relatlonship. The
l

intellectual property rlghts xemorandﬁm of .Understanding (MOU),
|

signed in January 1992, commlts China to the establishment of a

f
world-class legal structure for the protection of intellectual

' property. The market acceés MOU, slgned on ‘October 10, 1992, is

|
based on GATT rules and dlsclpllnes. HIt commits China to make
I !
sweeplng changes in its 1m£ort admlnxstration over a five year
| f

|
peried. We intend to negotiate further aqreenents that broaden

and strengthen the market %ccess framework reflected in the
i

f
initial agreement. Let me take each;of,these agreements in turn:
P I S

l

! i
i i

; ; ' t ,
: s } ! -
Intellectual ;gpe:tx Right § brotécting intellectual

property is vitally important if U S. industries are to malntaln

| ]



| o
4 | i o
1
their comparat ive advantage m the hlgh-technology sectors they
domznate. At the same time, Chinese 1eaders have recognized the

' x
importance of protecting mtellectual property.‘ Deng Xiaoping,

!
in the spring of 1992, made that po:Lnt succinctly vhen, in a

statement that was publlshed in the Egg_g]____p_;_lx he declared

that china should mabide by mternatlonall. rules on 1nte11ectual
property.® = . ; | !J 1} ‘. _ F ;

In the i’PR Agreenent, di,na made‘sbo]:.d‘ c.:ofmm;itments to bring
its hitherto poor intellectuel prepertsy flghts _fi:egime to world
class standa:és.- For example: , f || o , !

i i R ! . s
©  On copyrights, China has joined the| Berne Convention on

- o | ! o
Copyrights and the Geneva Phonogram Convention, issued
, | S | o
requlations implementing the Berne lCorxwim::'Lt:m in china, and

promised to protect existing copyrlghted works.
' !
© . China has raised the 1evel of protection for computer

software. China now p:otects coxxnpufter eoftware as a

literary work as defined by the Eei':ine Cenvention.

o on pateznts, China has taken signifl'cant steps to redress

weaknesses in its patent reqme.f includmg amendment of its

patent law to extend pr;otectlon ‘beyond‘ processes to
‘ ‘ ‘ oo
agricultural chemical and pharmalc‘etzltic‘:ai products.
. -’ . I i

,.? ]

While we have made a good start," mény”p’rohlems remain.
Piracy of copyrighted works and pater’n:ed products is still
endemlc in china and the Clunese govellrmnent has done 1little to

bnng it under control much less elimlnete,it.  China does not .
, ) : ,
P . J 7

i

!

i
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: |

i
L
‘have an effective IPR enforcement agenLy and thinese,law offers

. . | i .
_ v . 1 ! . I
no criminal penalties for offenders. cléarly; on enforcement,

{
]

China lags well behind most countries in the region.

!

- The International Intellectual Prbperéf Alliance notes that
piracy in Chlna of software, books, audlo records, and music and-
motlon p1ctu:es remains serious. They estlmate that in 1992
alone, U.S. industries lost upwards oﬂ $415 mlllxon to copyrlght :
pirecy alone last year. In additlon to market barriers, the
absénee of effective IPR proteftion iﬂ th greatestehindeance to
access to China’s market by thi’recordiné, motion picture,

l ; i

computer software, and other industries.

" We have informed officials of Chika!s trade mxnxstry -~ the

ﬁinlstry of Foreign Trade and Economic!CTopergtion -- that we

expect China to enforce strictly IPR #aw#.aﬁd}regulations. We
[ | o ‘

intend to hold consultations on enforéement-of intellectual

property righits, with the aim of reacﬁiné agr?enent on a strict

enforcement regime. |

t Access ement. China's commitments here are

sweeping. But the Chinese government has not'lived up to some

important obligations under the Agreement. China has missed some
important deadlines. It has not opened ;ts‘merkets to key U.S.
exports as substantially as promised fnféhelkéreement. We are
now holding discussions with China to ensure full implementatlon
of the Agreenent. If China does not ful%ill its commitments, ve

will act decisively.




o
.

J

.
.
|

|

| ! |
The market access MOU, signed on October .10, 1992, commits

|

.China to widemrangihq liberalization of ﬁts i@port‘regime.

commitment, made at the highesﬁ levels'

That

oﬁ_the?Chinese government,

¢

if completely fulfilled, contemplates.?ngrecedented access for

U.S. companiés to China‘’s market in viftuhllyfall of our key

export sectors.

Under thé Agreement, onerc

and administrative barriers suc
and’” quotas will be phased out f
equipment, heavy machinery and
 cameras and instant print film,

products, séeél and many other

 some prohxbthvely high tarlffs

|
i
|
!
|

|

) 2 i.. 0 N » [}
us import ?1cen51ng requirements
|- .
i . ' N I3 »
h as "controls," "restrictions,"
. S
or cbmpﬁtefs,ftelecommunications

electrohic% p;éducts, instant
| agricultullrall goods , wood

| .
goocds. China has already reduced

R effectxve December 31, 1992;

further 51gn111cant tariff reductions. are to be implenented by

year—end 1993.
Equally important, the Chi

that it has for many years used

|

b

nese go?er#ment;has acknowledged

b
restriéted "internal" or peibu

trade regulations or secret dlrectlves‘to,nake;commercial

decisions.

_trade regime transparent by publiéhing

In the Agreement, China ha% p¥omised to make its

:
]

lali trade laws, rules, and

regulations, and by issuing rules thatgfofbid énforcenent of non-

published regulations. China w

“

ill»alsé m?ke,its obscure but

-extremely important import approval prqce%s épen and transparent.

China has also agreed that

it wilﬂ n6t use standards and

certificatlon requirements as barrlerswtoltrade, particularly in

agriculture.

|
It has promised to base sanltary and phytosanltary

|

i

i
{
I
i

|
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|

\
I
|
l -

!

' standards on sound science -- the prlnclples of which will be

negotlated with the United Stat

.es -= whlch should clear the wvay

for U.S. exports of fruit, vegetables and other agricultural

products.
regulations banning the use of
other project$ does not apply t
a potential $1 billion market t

With these and other commi

its’doors to U.S. exports over
‘all necessary steps to ensure t

under this Agreement and opens

Accessjon to the GATT. '.m:

"staunchly support® China’s acéessxon to

For wood products, China coanrmed ‘that domestic

wood 1n domestlc construction and
° inporteﬁ vood -- thus opening up
firms

| .
tﬁents,iChﬁna7has pledged to open

.o u.S.

the’next fhve years. We will take

hat Chlna fulfllls its obligations
|

these markets.‘
|

|

e United States is committed to
i

C

Fhe GATT and to work

constructively with China and 7ther GA?T fontracting parties to

achieve an 'acceptahle protocol® of ac?esglonu

Under the

!

. ) i | "
condition that China’s protocol of accéss@onwnust be a strict and

P

; | L
detailed one ‘that further opené its markets and commits it to

i

slgnlficant reform of 1ts trade regzmeT the Adninlstratlon

regards China’s eventual accession to the*GATT as an important

step toward further opening Chlna's narkets and holding China to

1nternat10na1 norms.

i

|

!

{

In the past year, u.s. negotlators have particzpated in four

meetings of the Working Party £

many other nations. They have

discussions with the Chinese in Beljing.

or Chlna 1n Geneva in concert with

i

also held round of bilateral

Whil@ the Chinese have

1

I

| i

10




|

|
-
|1
!
l

expressed 1nterest in reaching agreement on an acceptable

l . .
protocol, to date there has th been Q1g?ificant'progress in that

direction. China cannot enter| the GATT on its own terms but must

subscribe to GATT norms -- something Chi?a:ﬁas hot'yet'been

willing to do. o ) | >

.
Textile Transshipments. Textile tr%nsshipments,'estimated

by the U.S. Customs Service to| be §2 llllon annually, v1olate
Chifia’s bilateral textiles Agreement and)are a major threat to
thekintegrity of the international reglme governlng textile
trade. ) | i Nw.

The Admihistration is committed td chbaﬁting Chinese
textile trans*hlpments. In the last séve}al‘months, China has

adopted several measures, some at our ins%stence, to stenm

transshipments. They have proven 1neffect1ve. Unfortunately, no
i{ N .
noticeable reduction in transshipments has occurred.
: ' | L _
The Administration insists that China eliminate illegal

 textile trans'hlpments.‘ The ultimate respon51bllity lies with

1

the Chinese gnvernment. For, our part, the u. s. Custonms Service

will continue to monltor transshlpnents. 1If China is unable or

unwilling to accept its obligations to'traderairly in this
I

important sector, substant1a1 alteratlons]ln the manner in which

this trade is conducted will be made bm the Unzted States.
: O
i : X
, l ,5. -
' SERVICES { [
. i !
U.S. companies that have entered Chlna s market are severely

i

11

|
|
|
|
I
|
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1
i
|

|
!
i
§

limited in their ability to expand and to prov:.de the full range

of products and servxces avail

able to imunese customers.

In most

instances, U.S. companles cannot offer. axlfter-sales service, do

not have direct access to sale
own or manage their own retail

companies or holding companies

s and dlstrlbutlon networks, cannot

outletsj, qannot operate leasing

in China, land are otherwise

restricted in their access to a vast array of business and local

customers. If U.S. industries

’ E L3
and successful presence in Chii

‘able to draw on a highly artict

are go:.fxg to establlsh a long term

|

na‘’s mar)rcetis, tljxey will need to be

nlated si{arv"ices sector.

The market access Agreement sets the stage for the openlng

of China’s poitentlally extensive market for ser\uces.

‘We have

asked the Chinese formally to lregln .net_lmta.atlons on services that

would lead to an Agreement openmg Chlﬁa‘Is market to U.S.

companles. We are now awaltmc

mpleme
If our market opening init
other compleméntary efforts to

be required. Expanded trade pr

.
o .
N
ntary Issues o
|

one necessary component.

g a posit;ve response.

1

i o

iatives §ar¢l-: to be fully effective,
I ; '

expand q.sl exports to. China will

i i . i . .
omotion activities in China are

i 1

R .
Through activﬁe trade promotion - -

actwltles sponsored by the Department of lcOmmerce we can take

better advantaxge of the market
achieved.
Similarly, the Administrat

‘export controls on our high-tec

opening meallsuree that we have

! :
i 1 .
! !

ion mustl relev;v.ew the effect of

hnology exports .

E o

Generally
i
12 !

i
i
i
|

|
-
l
|
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speaklng, controls are the strlctest 1n areas where the United

States is most competltlve. The rapldxty’wlth vhlch

technological advance occurs often means that our export control

policy lags woefully behlnd_commerc1allre?ilty, dralnlng the U.S.

: !
of substantial export opportunifies. <l

)i .I

We sometimes require export licenses on products that the

I
I
Chinese are now producxng themselves —{ ahd that our competltors
' 1

!
in Asia are exportxng freely into Chlna. ;It 15 not surprising
i | | . ’

that many companies have told ug that éxpért'controls are among
- the most important barrlers to expandi&g trade ‘with Chlna.
Export opportunltles will be achieved notlonly in negotiations
with the Chinese, but also in a rev;ewfof those barrlers to U.S.
exports imposed by our own country. The Admlnlstratlon will

l
consider steps to ensure that the export control system continues

|
to maintain the integrity of our natiodal!securlty and foreign

| |
policy, yet functions in a fashion that does not unnecessarlly

T

encumber our commercial goals. ;
- |

|

i

l .

I

I
l

| i

~ Conclusion |
We have an historic opportunity to;expand our trade
relations wlth China and to helé createlhundreos of thousands of
high wage jobs here in the Unxtéd statef through increased
exports. We have a great stake, not only'from a global,
strategic perspective, but also from a éo;estzc perspective, in
opening China’s markets anoiensurxng that1Ch1na plays by the

rules. We will make every effort to seo that thls happens.
o
13 '
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REMARKS BY P
DEPUTY U.S. TRADE RBPRESENTATIVE
CHARLENE BARSHEFSKY o

BEFORE THE ANNUAL MEETING OF THE

U.S.-KOREA BUSINESS COUNCIL
June 15, 1993‘ |
4 gl«

It is a pleasure to be with you today. I know that the Business
Council has been an active and qonstructlve advisor ‘to the U.S.
and Korean governments in our joint efforts to expand commercial
ties. The Office of the USTR 1s?very 1nterested in malntalnlng a
close working relationship with key prlvate sector organizations
such as this one. ’ Cob
Our dlscu581on' this morning have partléulér significance for me:
One week from today, I leave for Seoul on my first trip as Deputy
USTR for the annual U.S. Korea Economic Sub cablnet
Consultatlons. i : !

|
These will be the first senior- level consultatlons between
officials from the two new Admlnlstratlons, and they will be
followed about two weeks later by Pre81dent Cllnton s meeting

Y

with President Kim Young-Sam in |Seoul. f |
]’.
These two meetings give our new governments a: unlque -- and early
-- opportunity for face-to-face, in- depth dlSCUS810nS on what I
believe to be our shared objectlve. expanding the current scope
of our economic¢ relations by ensuring thatjlmpedlments to trade
and investment are reduced. L ,
I see many common themes in the‘economlc pollgles of the Clinton
and Kim Young-Sam Admlnlstratloqs. Foremost among these is a
recognition of the close link between domestlc economic growth
and the international economy. |For the, Clinton Administration,
trade policy is part of a coordinated and integrated national
strategy to revitalize the U.S. economy[and renew this country’s’
economic strength. Similarly, for the Kim Administration,
continuation of Korea’'s remarkable economlc achievements is
inextricably linked to Korea’s eblllty to attract de31rable
foreign capital and technology and to make Korea a more -
- hospitable environment for business, both domestlc and foreign.
Both of our domestic economies will depend‘on the openness of the
other’s economy and on the competltlveness'of our companies at

home : | |
b

I'd like to discuss with you this mornlng the Cllnton Rl =
_Administration’s vision of. the U S. role in the global economy

and the 1mportant part that Korea can p%ay P
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Government of Korea to ensure that as déregulation proceeds, U.S.
business opportunities are enhanced. 1 i . :

In addition, the new Korean Admlnlstrawlon appears committed to
the protection of intellectual property rights. This is an area
of vital interest to the United| States and one; to which the
Korean Administration has responded p051t1vely

{ a K

The Administration has 1mpresseg the Unlted States and our
private sector with the determination with which it has developed
a plan of action to reduce plraby and counterfeiting. We believe
that Korea recognizes the link between protectlon of intellectual
property rights and the ability to attract advanced technology

I know that the Business Coun01l has been!actlve on thlS issue.

The Pre51dents’ Economic Initiative 1swanother area in which U.S.
and Korean objectives have meshed -- using a generic, broad-based
approach to avoid the many "doing business" problems our
companies face. The recommendations are completed, and we can be
proud of the achievements of the ad hoc working groups. However,
the recommendatlons have not yét been fully incorporated into the
day-to-day operations of goverrment off1c1als. President Kim’s
drive to deregulate the Korean |economy must more fully reflect
the thinking behind the PEI -- |that the rules and procedures
affecting imports and foreign 1nvestment must be fair,
transparent to all, publicly announced and non discriminatory.
. ! |

Our Economic Sub-Cabinet discussions 1n Seoul next week will lay
the groundwork for President Clinton’ s'meetlng with President
Kim. We believe that an important contribution to Korea's
economic objectives would be clear 51gnals that Korea welcomes
- foreign investment and is wllllng to take on- the challenge of an
increasingly open economy. These 51gnals'could take the form of
concrete steps by the Korean Government to clear the bilateral
agenda of -issues that have been with us far too long, as well as
- the development of a forward- looklng 1n1t1at1ve to smooth the way

for increased trade and 1nvestment cooperatlon in the future.

I am optimistic about our trade and 1nvestment relations with
Korea. I see a complementarlty in our[economlc agendas. Our
hope and expectation is that Korea's trade and investment
policies will better reflect its new stature in the world ‘trading
system. : ! 'f
I !
Thank you. ;
P
I
l
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STRENGTHENING U.S. COHPETITIVENESS

THROUGH INTERNATIONAL INVESTKENT

i
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By Ambassador ?harlenefBa:shefsky
o L
Speech To The United States Council for International Business

July [20, 1993 |
B
I
o

l

The - United States has championed , the cause of liberal,

transparent foreign investment regimeé.w Our activism has been

1
i
!

based on the fact that foreign and domestlc 1nvestment promote

trade, stimulate economic growth, ;create‘_jobs, and foster
. ooy !
competition and consumer welfare. Aslthe world’s largest source
| .

and re01p1ent of foreign 1nvestment the U S has a crltlcal stake

in 1nvestment cllmates both heée and abroad

, o
The link between investment flows;and:trade in goods and

services is well known and is reflected in a number of
.

Administration initiatives -- the Bilaﬁerél fhvestment.Treaty (BIT)

l e i Iy .
program, the CFTA and the NAFTA, our balateral work with Japan and
I
other countries, and the Uruguay Round talks on services and on

trade-related investment measures (TRIMS)
‘ i
|

i
i
A i
i

U.S. investment policy starts from the prlnc1ple of national

treatment with 1limited sectoral excepylons. Those exceptions
. | 1 " ) X .'
should be related to national [security, e.g.,in transportation and
. _ {1 =800
R ‘
communications. This principle protecterforelgners from general

L




"screening" of their inVestments in the U.S.

provides freedom from performa

local content,

export or technology tﬁanSferfrequirements.

In addition, the U.S.
B
ince requirements

! i

no mandatory

The

United States allows free transfers of i#veétmeﬁt-related funds and

maintains standards for

international norms. Finally,

Centre for Settlement of Investment éDiéputes

investors are provided access

resolve disputes. 'All U.S. Bi
and the NAFTA provide for

investor’s choice.

U.S. policy is to maintain
that foreign investment'ih the
fair, equitable and non-discrim
we will ins

Clinton has said,

welcome in other countries. Tt

abroad should also receive fair

treatment. With this goal i

i

negotiating partners to accept

integral to their investment regimes.

Lo
expropriation | that meet

or exceed

{ { .
as a mémber of the International.

| ! C

|

[

(ICSID), foreign

to interﬁatiohal arbitration to

P
I

lateral ;nvestment Treaties (BITs)

1nternat10nal arbltratlon at  the

. I

1
i

1

these standards, based on the tenet
}

Unlted States should be accorded

|

1natory treatment But as Pre51dent
L
ist that our .investors be equally

|

us, we expectwthat U.S. investment
t

L b
", equitable and non-discriminatory
|

i

n mind, we are encouraging our

three ba31t 1nvestment concepts as

i .
i

]

:

Flrst Amerlcan property o
equitable treatment,
international law.

with due process of law, for

meetlné*

[
e

i !
verseas.should be afforded fair and
those ‘requlred

standards by

!

1 .
Property should only be taken in accordance

a publlc\purpose and in a non-



discriminatory manner.

|
provided prompt, adequate and effectlvescompensatlon.

investor in a foreign country

i
{ |
i
§

.fﬂ

1

In such a. case,'the 1nvestor should be

[
An American

l !
!

should be accorded full protection

I :
:

and security -- and not be hindered by arbitrafy or discriminatory

measures.

Second, American investors should have full access to‘foreiqn

markets. Clearly,
u.s.
operations. Similarly, once
foreign country, restrictions

maximizing competltlveness.

critical to a smaller compal

technology on a world-wide bas
cannot indefinitely justify to

blocked abroad.

Finally, foreign restrict]
agreements with private

competitiveness.

prohibitions on,

investment impedes competi

Fo

abdfdisetimination against,
tive U.éi éompaaies in their global
a U.s. "lcon"\paﬁy« is operating in a
on free transfers are a handicap in,

reign royaltles for. example, may be

I !

ny trylpg }to;.exp101t world~class

!

is. Eveb larqe7U.S. multinationals

their ddmeetic,Shareholders profits
i
I

ions on 1nvestment must not result in
|

inv

estors jthat ,damage overall U.S.

i

The argument for freeifloﬁs of investment and

H

trade stems from the welfare galns ar1s1ng from a more efficient

and competltLve supply of goods and serv1ces.

performance xequlrements, and
national welfare," countries d
purchases by investors,

U.s.

istort such flows.

suppliers from the benefits of aaditional sales,

1

Through general

through screenlng "accordlng to the
i 1 '

H

By forcing local

for example, ﬁan& have traditioﬁally kept

1

greater
| :

!
!
]
{

i
{



economies of scale, and exposur

investor 1tself is able to accommodate . such demands,

|
i
|
U
C
T ‘
e to new mar%ets. Even.when the .

these local

content, export performance anJ technology‘transfer requirements

appropriate U.S. jobs and kne
eliminating such measures in Mexi
of the NAFTA, and we expect to

negotiating partners.

With these three.goals in

States currently working with in

First,
The U.S. BIT is stringent. It P
performance requirements, and
national treatment (by requirir
treatment to be described and b

- four agreements and have another

Ow-how.,

E We were successful .in
co, thrcugh the‘Investment Chapter

achleve llke results wlth other

1

1
i
P
1
i
|

mind, whaf tools is the United

H

| SR
1 the negotiating .arena?
‘ -

i

s
'

i

{

t
1

is the U.S. Bilateral Investment Treaty (BIT) Program.

rohlblts 1nvestment screening and
\ i
assures balanced commltments on

1g  such | exceptlons from national

Jund) We have concluded twenty-

] )
nlneteen under negotlatlon.
.

N

(o

[
f

l

. -

Second, the NAFTA -- the 1nvestment chapter gces even further

l

than the BIT, gxeatly liberalizing our tradlng partners’ 1nvestment

" regimes.

Third, among the OECD countr

the Capital Movements Code to bi

. feasibility study of a

investment agreement, known as t

compr

|
|
| |
{ i
|
| !

~ies, the U;S.?currently relies on

Py : ,
nd the right of establishment.. A

i ' ' :
'ehensive,i~bindinq multilateral

he

"Wider Investment Instrument,"
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is now underway. While the United States fully supports the study,
any new instrument must incorpo

rate the pr1n01ples of our BIT on

right

N 0o :
of entry, post-establishment. protections (including
! :
performance requirements) and dispute settlement.
With respect to others’ reglonal arrangements, the Unlted

Statesw1ll remain vigilant to ensure that 1ntegrat10n efforts among

our tradlng partners not be completed 15 a*way ‘that disadvantages

our companies for example, through 1nvestment liberalization

implemented on a non-MFN basis.

_Fourth, with respect to the

' R
i

|

H

i T

X .

Uruguangqund TRIMs negotiations,

we expect that baseline standards oni local content and trade

“balancing requirements will be
benefit the U.S. economy by

practices.

Fifth are bilateral efforts.

10, 1993, President Clinton and

establish the U.S. Japan

Partnership. Foreign direct in

under the Framework. Investment

partnexs are also being treated

We believe we are making pr

more equitable treatment of

established.

.This agreement will

automat@cally fprohibiting these

{
|
i
! '

Wlth\respect to Japan, on July
Prime Mlnlster Mlyazawa agreed to

Framewqu‘ for a

New Economic
e ' . .

vestment issues will be addressed

issues with several other trading
in bilaﬁeral{fora.

i
ogress in bpehing up the world to

foreign? 1nvestment but to be

i



effective, eur efforts must be ba

of eXistingjinvestment obstacle
share - with us their ‘evalueti
improvements that'are most urg
interested in the specifics of
requirements, investment screer
currency. tran;fer llmltatlons,
property limitations,
such discrimibatery polieies. :
they will ha?e the biggest'impa
ihvestors. .WOrkihg together we

policies of our: trading partners

> o

S.
%

lCt for

‘canfhel

|

f

sed on an

We enc

P ‘
iﬁ—depth understanding

aurage private firms to

on

ently - needed

restrlcted sectors,

|

1ing procedures,

patené And other

I

local credit'market

of the

,the U S

1nvestment pollcy
5‘¢We are especially
‘ performance
repatrlatlon and
intellectual

restrictions and other
!:‘

|
i

We want to put ‘our resources where

‘ " economy and U.S.

1

o] to Shape the investment
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. Report on the Uanited States-Japan Framework D
for a New Economic Partnership C
Testimony to the Senate Finance Committeo |

Subcommittee on International Trade '
Ambassador Charlene Barshefsky P
July 22, 1993 , P

i
0

Pl '

I welcome the opportunity to appear before the subcommlttee today
.to report on the United States-Japan Framework for a New Economic
Partnership. Agreement on the Framework on July 10 in Tokyo,
completed a week of extraordlnary achlevement for the President
and for the global community, through the G-? process and
separate bilateral efforts. , '

The Framework represents an integral element of this
Administration’s economic policy, which begins by building
competltlveness at home throughlp011c1es almed at deficit
reduction, new investment in educatlon and’ tralnlng and
infrastructure. But success in the domestic sphere needs to be
complemented by efforts to expand trade and create new markets
and opportunities. for American products.overseas. The . Framework
and its follow on negotiations will promote these goals.

Along with completlon of the Uruguay Round and the NAFTA, a major
trade policy goal of this Admlnlstratlon has been real progress
in addressing Japan‘’s economic 1mbalances. Many. factors
contribute to cur bilateral trade deficit with Japan. oOur budget
deficits, low savings rates, and historic empha51s on military,
rather than civilian R&D, have in the past undermined our
competitiveness with Japan. We have great admiration for what
Japan has acconiplished: the quallty and determination of its work
force, the excellence of its education system, and the products
that are produced there. Do

But even allowing for these factors, in case after case, U.S.
products and services which are hlghly competltlve in other
foreign markets meet little success in Japan. - Many of our
trading partners have suffered the same experlence.

The U.S. and Japan are the world's two major trading nations,
accounting for more than 40 pericent of world GNP. We have the
potential and the responsibility to drlve world growth and
maintain a dynamic world tradlng system., However, without a

" fundamental change in the. nature of Japan’s economic interaction
with its trading partners, we face further erosion of the base of
support for maintaining free trade and an open and strong
multllateral trading system. ?

i

!

At their meeting in Washlngton 1n Aprll Pre81dent Clinton and
Prime Minister Miyazawa took steps to address the economic
asymmetry that has had a corrosive effect on the relationship.



impede market access for forelgn goods and services,
including financial services, insurance,. competitlon
policy, transparent procedures and distrlbution.

- Other major sectors, through whlch we will focus on
barriers to the U.S. automotive 1ndustry .with the
objective of achieving expanded sales opportunitles of -
foreign parts by Japanese firms as well as remov1ng
problems affecting market access and encouraglng
imports. . :

H
i

- Economic harmonization, where we wlll address issues
affecting foreign direct ﬂnvestment intellectual
‘property rights, technology access and buyer-suppller
relationshlps. I R

A RS

- Implementatlon of all prior arrangements and measures,

including those commitments made in the Structural

Impediments Initiative (SII). ; P

As noted, we will use objective criteria as benchmarks to measure
progress as negotiations on each of these "baskets" move forward.
- These will be goals or standards agalnst which progress towards
achieving full market access willl be assessed; pulling together
various comparative indicators as relevant in each area.

What we will be seeking in each sector | are data p01nts that will
be gathered and then jointly monltored. We will utilize
quantitative information where approprlate on such factors as
relevant market trends, market share statlstlcs in Japan, or
comparisons between the public and prlvate sector.z We will also
employ qualitative indicators where helpful, 'such as the nature
of the business links between Japanese:manufacturers and their
suppliers in the United States, or changes in the business or
reqgqulatory environment favoring forelgn firms.' There will most
likely be several such data p01nts in each séctor; no single
benchmark will determine the success or failure of a sectoral
agreement. Cod X

!

Equally important, the Framework reflectslour preferences for the
timing of follow up negotlatlons to address these "baskets" by
incorporating a review by the Pre51dent and Prlme Minister twice
yearly. These reviews will prov1de strong momentum for the
Japanese to conclude agreements]on our top priority issues;
significant market access problems in government procurement, the .
insurance market, and automotive industries and other areas to be
determined, by. the first Heads of Government meeting in 1994, or
within six months. Agreements on measures in the remaining areas

will be sought by the second such meetlng in July 1994.

In addltlon, both government have commltted to ‘hold Subcabinet
meetlngs prior to the Heads of Government1meet1ngs.

{

Lo
This Framework firmly places the economic plllar of the U.S. -

Japan bilateral relationship at center stage for the first time;

i
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.recognizing that addressing our eCQanlc imbalances requires
urgent attention. The Heads of Government consultations
1ncorporated into the agreement will serve to keep it there. It
is a sophisticated approach that recognlzes ‘the interrelationship
between macroeconomic, structural and sectoral polices. By
integrating this broad range of policy: objectlves, it helps
ensure that we do not pursue one set of objectlves at the expense
of another. o
S
At the same time, this agreement meets' the Administration’s goal
of trade expansion. It is in| no way a "managed trade® or
protectionist approach to our economic imbalances with Japan. . On
the contrary, by seeking to unlock Japan’s government procurement
and other restrictive pollc1es\and regulatlons, we seek to make
the Japanese market more amenable to market discipline than it is
now. The focus is on areas where the Japanese Government has
either a direct or indirect role in the dynamlc of a partlcular
sector or structural problem; sectors where the Japanese
Government is in fact managing, inbound trade, ‘and where our
companies are poised to compete. Thls spe01flcally includes the
automotive sector, where we perceive the' role of Japanese
Government guidance to be 51gﬂ1f1cant. :

The Framework represents a ba51s for future negotlations. It is
far from a complete solution to the trade problems that have
hampered our relationship with Japan. : It is a firm beginning to
a larger process, and successfully establlshes the direction in
which we wish to proceed in order to place this crucial economic
relatlonshlp on a satlsfactory and equltable footing. Hard
bargaining on 1mportant 1ssues remains, 1nclud1ng the enforcenment
of agreements already in effeqt. We 1ntend to make tangible
progress, and recognize it w1ll not be easy. ‘We are committed to
the utmost efforts to obtalnlng measurable results under this
Framework, but if the consultatlons and negotlatlons under the
Framework do not make the requlslte progress, iwe will not
hesitate to use other. approaches, 1nc1ud1ng those that Congress
has provided in the trade law. These, prerogatlves have been
fully safeqguarded in the agreement. .However,, our strongest tool
in building on the solid foundatlon offered by the Framework is
in the continuing commitment of this Admlnlstratlon, at the
highest leve]s, and the Congress, to seeklng real, measurable

improvements in our economic relatlonshlp w1th Japan._
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September‘lﬂ, 1993
Statement of Ambassador Charlene Barshefsky
" De puty United StateJ Trade Regresentatlve
'Offlce of the Unlted Stgtes Trade Regresentatlve

Bilateral Invéstment Treatles

f
!

i
'

The Office of the United States Trade Rebresentative is pleased to

l

submit written testimony with respect' to the eight .bilateral

t

investment treaties (BITs) submitted for the Sénate’s approval. We
are gratified that these’treaties are mevipg toward ratification,
as the BIT program is an important component‘of U.S. trade and

overall economic policy. We | hope that? these treaties, with

Argentina, Armenia, Bulgaria, |Ecuador, Kazakhstan, the Kyrgyz

Republic, Moldova and Romania, can be brought quickly into force.

Following letters in 1977 from Senators Clalborne Pell and Frank
Church, this program was initiated in the late 1970'5 and the first

negotiations were held in 1980. The flrst prototype text was

completed in 1982 -- the same year that the flrst agreements were
signed. Finally, the first treaties were brought'lnto force in

1989. . ' o

Over this period, we have worked'closeiy’with representatives of
the private sector, particularly through the Investment Policy
Advisory Committee to the United States Trade Representatlve and
the interested Industry Sectoral Advlsory Commlttees to the
Secretary of Commerce and to the USTR and alsé’tnrough the Advisery

Committee on International Investment.: ihe'treaties incorporate
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the advice on policy received from these and many other private

sector groups. The investment policy issﬁes involved have been the

responsibility of USTR’s interagency cémmitﬁee -- with the

H

l S
negotiation of each of the submitted BITs co-chaired by USTR and

I

State,vactively supported by Commerce and ?reasgry.

Since this program was initiated, the zroie‘vof international -

investment in the global economy ha$ steadily ‘strengthened.

i

Foreign direct investment in the internatiénai!economy is growing

rapidly; from 1980 to 1990, real foreign ﬁirect investment grew 11%

1

annﬁally -- versus 4% annually for trade and 3% for GDP. Foreign

direct investment has become a |vital form of economic activity,

channelling financial and human reSourcés ﬁhrdughout the world.

| i

The U.S. plays a key role in this process since it is the world’s

leading home and host country for international investment. The
| D

stock of foreign direct investment in thé Ués.:pearly quintupled in

the 1980‘s to $420 billion in 1992. ' Similarly, US direct

investment abroad stood at $487|billionat‘yeaffend 1992, growing

at an average of 9% annually siﬁce 1982. o

|

Looking at the role of U.S. inﬁestment?ab#oad, exports are now a
key source of employment and growth ié Amefiéa. Every billion
dollars of ﬁ.s. exports’meant'nearly 19,Qoofdoﬁééfic jobs in 1990 -
- we no& have over seven million export—réiafed jobs in America. -
'In fact, one in every six manufacturingéjobs iniAmerica is felated

f

to exports. The average wage for thesejexportfrelated jobs is 17%

N . 1




higher than the U.S. national

exports has generated more than.

trade and foreign investment were
means of.penetrating foreign mark
integral elements of a firm’s
production efficiencies.‘ Growth

their affiliates has recently av

o ]

constitute $115 billion, 27% of

Based on the fact that foreign

trade, stimulate economic grg¢

average: : Since 1987 growth in

half ouﬁ G?P grbwth._
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Investment is providing a key motor for #hi? export growth. While
traditionally seen as alternative
, S¢ :
C ] ‘
ets, they are
|

strateéy 'forj maximizing 'global-

now understood to be

in expotts‘by‘U.S. parent firms to

reraged 10% perkyear -- coming to

all U.S. exports, in 1991.

and domestic' investment promote

wth, cfrea‘tei jbbs, and. foster

competition and consumer welfare, the United States has championed

the cause of liberal, transparent foreign investment regimes. As

the most important source and rec
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has a critical stake in i
abroad.
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from the éprinciple of national
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maintains standards for exprc
international norms. - Finally,

access to international arbitr
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)priation that meet or exceed

foreign investors are provided

ation to resolve investor-state

| Lo
disputes. All U.S. Bilateral Investment Treaties (BITs) provide

" for international arbitration at

| ,
the investor’s choice.
| .
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The President stated in his speech to the Anmerican University that

"We welcome foreign investment in

it [comes] new ideas as well as

§

our businesses, knowing that with

capital,.”But,as we welcome that
T ,

i

investment, we insist that our ihvestors:shéuld'be equally welcome

in other countries." This insist

reflected in the prototype BIT.

ence is émbodied in three concepts

First, American property overseas should beHaffbrded fair and

1
equitable treatment, including

those sﬁanﬁards required by

international law. Property should only be taken in accordance

with due process of law, for a publi¢ purpose and in a non-

discriminatory manner. In such
provided prompt, adequate and eff

investor in a foreign country sl

and security -- and not be hinder
measures.
Second, American investors shou

markets. Clearly, prohibitions

a case, the investor should be

i

ective compensation. An American

lould be! accorded full protection

. . {
ed by arbitrary“or discriminatory

H

}

11d" have f@ll“access to foreign-

on, and discrimination against,

U.S. investment impedes competitive U.s.;companiés in their global

operations. Similarly, once a

. : | . .
U.S. company 'is  operating in a

i
i
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foreign country, restrictions on free tranéfers;are a handicap in

maximizing competitiveness.

critical to a smaller company

technology on a world-wide basis.

Fore

."':

aign'royalties;ifbr example, may be
trylng to exp101t world-class

Even*large‘U 's. multlnatlonals
i 'i .

1

cannot indefinitely justify to their domest;c shareholders profits

blocked abroad.

Finally,
agreements with private
competitiveness. The argument

foreign restrictions o

investors

i
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n 1nvesFment|most not result in

! :

that damage
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for free f;ows of investment and
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overall U.Ss.
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performance requlrements, and th
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sales, greater economies of sca
Even mhen the investor is'able t
local

content, export perfor

requirements appropriate U.S.
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E ]
o

and we
o

artners.
P
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S - transmlttal of the recent BIT

1sh an agreed-upon basis for the

I

1nvestment. The BIT Program is

Lo




thus a successful and importa?t element: ori-eur international

investment agenda.

respect to this Jnvestment agenda.

NAFTA goes even

liberalizing our

further in some respects than _the BIT,

trading partners'

H ‘Ifu

'But we have several other efforts underway with

SR |
The=inYestment chapter of the

‘ .
greatly

1nvestment reglmes. Among the

i
s J

1ndustr1allzed countrles, the U.S. currently relles on the Capital

Movements Code of the OECE to blnh the rlght of establlshment

I
The

|
United States also supports the ?ECD’S conductlng of a feasibility

study

agreement, Kknown

for a comprehensive,

as the

binding qult;lateral investment
"Wider | Investment Instrument";

any new
. i Eoe :

instrument will have to incorporate thegpﬂindipies‘of our BIT on

right of

performanee reqﬁirements) and dispute settlement;

others’ regional

entry,

arrangements,

post-establishment ;| protections (including
) A R Y '

With respect to
l

we are worklng to ensure that
! ,

integration efforts are not’completed 1n a’ way that dlsadvantages

U.s.

implemented on a

TRIMs negotiations,

interests -- for example,

non-MFN basis,

through 1nYestment liberalization

With respect to the Uruguay Round

‘we expect that besellne;standards on local

. . ! 1 ’ o .
content and trade balancing requirements!will beeestablished; such

A

an -agreement ' w

prohibiting these practices.

ill benefit the

- i 1 :
U.S. economy, by automatically

Finally we are addressing investment
! ' s .
| ’ .

i

issues with several tradihg'partners, incﬁuding:Jepan, in bilateral

fora.

i : .
Lo
.

i e
| { !"t

The tenets reflected in theée negotlatlons follow Congre551ona1

actions in drafting U.S. trade laws.

"~ of 1974 has been

Sectlon 301 of the Trade Act

I

amended to clarify that ;tstgqveragekextends to

i
| i
! e

! H
by

;
.

[
s



foreign investment practices -- such as restrlctlons on equlty

ownership, transfers, or local ccntent - related to trade in goods

and services.: Legislation renewing thelGenerallzed System of

Preferences (GSP) also contalns prov1s;ons ;reflecting such
|

concerns, partlcularly with respect to exproprlatlon -and to equity

. ownership. Section 307 of the 'Pradeﬁ and Tarlff _Act of 1984
: B ' b P ‘
established spec%fio authority For the [USTR to deal with export

i .. i,
performance requirements, 1nclud1ng-retq11atlonu if necessary. .
' : S S G 4 ‘

In conclusion, it should be empha51zed that the BIT program is

~ r"

still in itS‘ear&yostages; more| than a‘dozenﬁother treaties are
| I L, ' .

under negotiation and many more countrieé havegeipressed interest.

i
H [
H

Such agreements,| with their high standafdsﬁ‘of protection and

treatment, lend credibility to our efforts:in every fora to achieve

: oo o L
these high standards, assist countries inftheir‘domestlc reforms

and in achieving|market-led growth,-and:prpmoter.s. exports and
. . B { : i
. o A

B ) J i ',‘.‘ .
jobs. We would ask that the Senate give its advice and consent to

o . I , . : iy ‘
ratification of these treaties as soon as Qoss;ble.
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Governor Engler, Messrs. Hooker and DeVos,”Mr Henderson, Mr.

Schornack, and

honored and delighted to be here today w1th you.
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government in J
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years of Republ

dictum that
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|government in t

ican administraf

then focus on th
Japan.
1 goals of U.S.

31 economy, str

Trad

Ishikawa and dlStngUlShed part1c1pants,

We are in a tran51tlon phase.

iorities in that

I am
This session of

ion comes at a cr1t1ca1 tlme in our

[

A new

ur decadeq of LDP rule. A still

“he United’states follows . a dozen

i nf

Ambassador Mike Mansfield’s

A

latlonshlp is. the most important
i i

| bar none",

tions.

world, still stands,

P T ‘

relationship have changed.
. i i i

fly to discuss. U.S. trade policy

f |-
!

[

le specifics of our Framework trade

trade policy:are to open markets,

t

| |

engthen | the international trading'

!

e is the engineﬁOf growth in this

L U
our economic growth and most of the
R .

i
i
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The U.S. |is prepared to conplﬁue':to shoulder its

responsibilities| for the growth o§ world trade and the

strengthening of international'tpade rules. But,we expect from all

of our trading partners nothing|less than putuality of obligation

é i
and comparability of action. : : ; :
i i

Completing the Urugquay Round is thefsipgledﬁost important step
we can take to jopen markets to manufactuied_goods, agricultural

products and seéryvices. It is polltlcally dlfflcult to open markets

at a tlme when the world economy is not expandlng.' But President
Clinton bellevee that now is pnecxselz;the tlme when we should be
expanding trade to create nEW, job :opporfuﬁities. We made
significant progress at the G-7 Economic Sumﬁi% in July in Tokyo,

and all nations’/ trade delegations are hafd.at hork in Geneva. We

aim to conclude| the Uruguay Round by Décembef\iS.

Regional opportunities to expand trade are also being pursued.
As globalization of industry proceeds. more rapidly in some
countries, there is much to be galned from enterlng more liberal
trade arrangements, ‘ -

The dynamlc growth in the Amerlcas and the Pacific Rim make
these especially attractive areas for expanded trade. We are well
positioned to tap into the dynamism of the Americas, of which the
NAFTA is an absolutely critical part‘ ;And are pursulng closer
trade relations with other countries in the hemlsphere.

We are usiing our chairmanship thgs.yeer‘of the Asia-Pacific
AEconomic Cooperation forum, APEC, tb ,edvenoe the building of
'nstitutions for ekpanded trade amoné éouﬁfrdes of the Pacific.

!

APEC is a fledgling organization -- developed 1n recognltlon of the
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i i
i [ :
|

. : . ‘ -
increasing economic integration|and. dynamlsm among both sides of

the Pacific. APEC's goals are to fac111tate trade and 1nvestment

and economic cooperation throughout 1tst 15 member economies.

‘:1

Viewing the Asia-Pacific region as one of the most promising and

! ! P! ;

the fastest growing economic region ip'the“wprld, the Clinton

Administration hopes to See the United Staﬂes éiay a role in making

APEC a pre-eminent regional organizatioh capahie of serving as the

Aeia—Pacificfs'COmmon voice in shaping‘the #nterhational economy of

the next century. , % : ;,f
|

I

Let me now/ turn to Japan. Many factors ‘contribute to our

bilateral trade| deficit with Japan. :Owr~budget deficits, low
- ' : P

savings rates, |and historic emphasis ion ndlitary, rather than
, o k

civilian R&D, have in the past undermlned our! competltlveness with

Japan. We have great admlratlgn for what Japan has accompllshed.

|
the quality and determination of its work force; the excellence of

its educatlon system, and the products that are produced there.

But even allowing for these factors,.ln case after case, U.S.
i !

products and services which are hlghly competltlve in other forelgn
( 1

markets meet little success in Japan. . Many of ‘our trading partners
Co il
have suffered the same experience. Lo 3;@

: S \
Japan presents two problems for the world economy —~- a market
. . ]‘ . :f-‘%.
penetration problem and a current account imba;ance problem. Japan

imports few of the tybes,of goods it exports;;ih sharp contrast to
the practice of major industriLlized dations;p It also imports a

disproportionately small share of manufactured'goods. In 1991, for
1 o ‘

example, manufactured goods 1mported by the U.S accounted for 6.9
! |

percent of GDP, 7.4 percent of the rest'ofjthe G-7, ‘excluding




Japan, but only 3.1 percent for Japan.

lowest level of

This, in itself,

the global stock

In edd@tion, Japan has the

investmenﬁ aﬁon@ OECD countries.
i

foreign direct

1 P

is a serious 1mped1mentxtc trade. 38.5 percent of

of inward direct 1nvestment is in Europe 28.6

percent is in the U.S., but only 0.7 peycent 1s;1n ‘Japan.
’ : ; ot

The U.S.

nations, account

ing for more tgan 40 percentbof global GNP.

and Japan are the world’s -ﬁﬁe largest trading

1 [

We

- . t . . R
have the potential and the respohsibility to drive world growth and

maintain a vibra
a fundamental c¢haq

with its trading

support for maintaining free tr

face further erosion of an oper

systen.

nt international

ange in the natu

. - .

trading system. However, without
L

re of Japan’s economic interaction

partners, we face furtheri erosion of the base of

ade, boﬁh here and abroad, and we

, and strong multilateral trading
. | é'g'

4
{

| i

At their meeting in Washington in Aﬁril President Clinton and

then-Prime Minister Miyazawa di

U.S./Japan’relat
security relatio
stability for tw
our interests.
globally on a br
However,

needs attention.

nship is strong

0 generations.

oad range of cr.l

the economic plllar of the relatlonshlp

scussed the three plllars of the

irity, and global. Our

ionship =-- secu economlc,1

3

and has‘been the anchor of Pacific

. |
It remainS'fundamental to both of

1

Similarly, we share great potent1a1 to cooperate

itical transnatlonal issues.
urgently

The two 1eaders thus took steps to address an

U

economic asymmetry that has had g serlously corr051ve effect on the

bilateral relationship.

was to be a new Framework for tr

structural

issues,

At the center of the economlc relationship

ade on macroeconomlc, sectoral and
: ! ' ! .

that would allow us 'ﬁp} make substantial
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‘measurable progre
would enable us t
- frames,
progress made in
the necotiations,
. on the economy

deficits ana the

the main reasons

] .

are pursuing this strategy' at .a time when our

Moreover, we
companies are in
will be fully abl

,The Framewvo]
gcals. It estat
trade policy. I

example,

negotiations on structural and s

to the Japanese m

market access be

quantitative and
each sectoral a
establishes time
and incorporates
of state.v The ga
available on a mgc

partners, as wel

The Framework commits Japan

decrease in its c

and woul

the G-7 process and eur central banks.

yst~favored-nati

1 as to the U.S.)|

The Framework we sought

ss toward market access.

oo

ing on keyilsspes under tight time
. i

o begin negotiat
d establish ob%ectiveéindicatcrs for assessing
each area. We Startedjfrcm a:strong position in
because this Administnation*sVconstant emphasis

1 efforts to attack the budget

i

has led to rea

very domestic weaknesses that Japan often c1tes as

1
for the trade 1mbalance between our nations:

} i §
L '

i
~rea51ng thelr 1nternatlona1 competltlveness and

om a more open Japanese market.

|

rk we agreed u%on meets all pf our negotlatlng

le to benefit fr

a results-oriented -

i

for the first time,
t includes macroeconomic dialogues through, for

!
. |

>lishes,

It includes
1

ectoral 1ssues that impede access
i

i

arket. It mandates that tanglble progress toward
achieved, and| that oﬁjective‘indicators, both

qualitative,'w1ll be used to evaluate progress on

nd ' structural area under the Framework. It

deadlines for negotlatlons:1n<1nd1V1dual sectors,
. |

§ o

a review process capped by meetlngs of the heads

ins achieved under agreements negotlated would be

l

on basms to Japan's other trading

) [
J

to pursue’a "highly significant"

urrent account surplus and 'increases in its global




imports, and it commits the U.S.| to a significant reduction in our

budget deficits.

i.

countries

It also envisions coopératiVe‘efforts by the two
. { !

to enhance foreign| direct investment, access to

1 1
i

technology, intellectﬁal property rightS} andftﬁe environment.

The Framework fully incorporates 1n 1ts flve "baskets" our

priorities

|

for | addressing sectoral and structural barriers

encountered by foreign firms seeking to sell 1nto the Japanese

market.
*
*
services,
&
&

These are:’ . ' S

'Othex;_major sectors,

b
v
| !

procurement, include

Japanese Government " which will
: . . A T BT

discussgions aimed at s:tgnlflcantly expanding procurements

l

of competitive foreign goodsaand servmces,

especially

computers, supercomputers,satellltes medlcaltechnology

and telecommunlcatlons. g
|

Japanese regulatory reform, whlch w1ll address Japan’s

laws, regulations and guidance’that impede market access
- R u

for foreign goods and servﬁces, !inCIuding financial

competltlve pollcy, transparent

'

insurance,

procedures and dlstrlbutlon. I
where 'we will first focus on
- | | |
barriers to the U.S. automotive ﬂndustry. Our objective

is to |expand sales of forelgn auto parts to Japanese

'firms both here and in Japan, as well as the removal of

barriers to imports of forelgn vehlcles into Japan.

|

Economic harmonization, where we w111 address issues

1nvestment intellectual
\ , [

technology accesefand buyer-supplier

affecting foreign direct
property rights,

relationships.
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Implementation of all

i

prior arrangements and measures,

[

including those commitments : mader;ib the Structural

Impediments Initiative (SII).

As stipulated in the Fr
criteria, both qualitative and

toward market access in each

amework, we

ol . e
will use obJjective

quantitative, to measure progress

i

of these baskets. Quantitative

criteria can include such factors as relevant market trends, market

share statistics, data on volume and wvalue of imports, or
: Coo

comparisons between the public

~Japan and in third country markets.

Pl : .
and private sector procurement in

Ewe;fwill also utilize

qualitative indicators, where appropriateh suchéas the nature of

the business 1links between Japanese jmanufacturers and their

suppliers in the United States

gnment favoring

ortant, the Fran

regulatory envir

Equally imp

, or changes in the business or

foreign firms.'
A
ol i L L, .
ework incorporates a review by the
i

1 i

President and Prime Minister tv

vice yearly. . These reviews will

provide strong momentum to conclude agreements on our top priority

issues
sector
within six months, and agreemen

second

This Framewgrk firmly place:

Japan bilateral relationship at

The Heads of G

agreement will serve to keep i

sophisticated approach that recognizes !the
’ | | ot

between macroecol

such meeting in July, 199

overnment const

nomic, structura

-- government procurement, insurance,. and the automotive

-- by the first Heads of Goverﬁment méeting in 1994, or

' )

f : o
ts in the remaining areas by the
i b

4. i

s the eéénoﬁiéiﬁillar of the U.S.-
centér ?tdgeifér the first time.
1ltationé incd?ﬁorated into the
t therei iItQi?, we believe, a
‘ linte

|
policies.

rrelationship

31 and secﬁOrélv It is

[
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also an approach which focuses on areas where the Japanese
. . R . i f N

Government has ei

dynamic of a partlcular sector or structural problemn.

specifically incl

role of Japanese

In recent remarks,

ther a substantial directAbr indirect role in the

Thls

udes the automotlve sector where we perceive the

1 | ‘ i

Government guldance to be 31gn1f1cant.

Prime Mlnlster Hosokawa,

}

MITI Minister

Kumagai, and other Japanese. leaders have zeroedqln on the need to

deregulate and 1
welcome thesé sta
the Framework are

views.

By itself, the Framework co:

a firm beginning
in which we will

relationship on

bargaining on important issues r
of agreements a%ready in effec
progress, ahd«reéognize it will
obtaining measurable.

consultations and negotiations u

requisite progress, we will not

including those

These prerogatives have been fu:

However, a vital

by the Framework

Administration,

et market mechanlsms work

tements and beli

to a larger proc

at the highest

. i

We enthusiastically
eve that the objectlves underlying

in complete accord w1th the Hosokawa Government’s

\ .
S

o o
!
nstltutes no market access.

I

It is

ess, and'establlshes the direction
proceed in order to place thlS crucial economic

a satisfactory and equltable footing. Hard

emalns, lncludlng the enforcement

t. We 1ntend to make tangible

not be-éasy. 'We are committed to

results |under ths iFramework, but if

nder theéFramerrk do not make the
hesitate to use other approaches,

that Congress has pro?idéd'ﬁxﬂ the trade laws.
11y safe§uqrdéd;iu the agreement.
g on the sélid,ﬁoundation offered

cohtinﬁiné »

took in buildin

is in the commitment of this

R
levels, to seek' real, measurable

: i L
improvements in our economic relationship with Japan.




Let me conclude by pointing

s in resolving our

out that succes

bilateral trade ﬁroblems can onl

everyone in this room. Governme

for doing busihess in Japan, but
in thi

to you

representatives -

take advantagé of new opportunifies, We

with you qvér'the coming year.

- to work togetﬁ

y happeﬁ'through the hard work of

nts canfinfluenge the environment

i

, at the eﬂd éf?the'day, it is up
L b

s room -- BAmerican. and ' Japanese business

1er to create opportunities and to
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Status of the U.S8. - Japan Economic rraneﬁork
Testimony to the House Connittec an ?orazgn Affairs
Subcommittees on Asia and the Peci?ic and Economic Policy and
Trade o

Ambassador Charlene Barshefsky o

October 5, 1993 L f'}

I appreciate the opportunity to appear , before the subcommittees
today to discuss the status of negotlatlons under the U.s. -
Japan Economic Framework, and qur trade relations with Japan in
general. The timing of this hearlnq is partlcularly appropriate
in that we have just 1n1t1ated,the flrst set ' of negotiations
under the Framework. I ant1c1pate 1ntense bllateral discussions
through the remainder of this year leading up. to a meeting
between the President and Prlme Minister Hosckawa in early 1994

to complete tlie first set of agreements.

As called for under the Framework, we are: commltted to reaching
agreement in the areas of government procurement autos and auto
parts, and insurance by early 1994, and agreement in all other

designated areas by July.

. ‘
Over the past several weeks, our negotlatoxs klcked off the five
baskets under the Framework -- government. procurement, other
major sectors,(initially autos jand auto parts), regulatory reform
and compet1t1veness, economic harmonlzetlon,,and implementation
of existing arrangements and measures. . In these first meetlngs,
we delineated our position, partlcularly on the hlgh prlorlty

areas noted above. L ,‘_
It is still too early to report to you. on progress. Over the
next several weeks, we will present the Japanese Government with

specific proposals in many areas.

Let me briefly review the Framework under whlch we are working.

I have already listed the five)baskets. Unlike the past when
U.S. negotiators focussed on elther structural or sectoral
issues, we are approaching each problem area at the intersection
of structural and sectoral concerns. This negotlatxon is
results-oriented -- process and procedural change is not enough
_unless it leads to concrete change in the marketplace. We will
be using objective indicators, lboth quantitative and qualitative,
to measure these results, as the Framework specifies, tangible
progress towards market accessjand sales must be made. As I have
already outlined, we have a flrm tlmetable for ‘reaching
agreements over the coming year. Once these; agreements are in
place, we will begin 1mmedlately to assess thelr impact.

Finally, the Framework includes macroeconomic commitments. Over
~time,. we expect Japan’s. current account surplus to decline and to
see 1mports of. manufactured goods become more 1n line with the



level in most other OECD countries. Japan is committed to pursue
objectives promoting sustained demand-led qrowth and increased
market access for competltlve forelgn goods leading to a highly
significant decrease in its current account surplus over the

medium term. : D

We have a broad, complex, and 1ntertw1ned bllateral relatlonshlp
with Japan. The health of thls relatlonshlp has a huge impact on
global prosperity and securlty. Today, our ablllty to trade with
Japan and to resolve the economlc asymmetrles that exist have
assumed an unprecedented 1mportance in the malntenance and growth
of the relationship. Contlnued barriers in access to the
Japanese market for competltlve U.s. and(forelgn goods and
services stymie American and global economic reCOVery and growth.
As President Clinton has poxnted out, such practices hurt both
the Japanese people and the global economy. .

We are cognlzant of the fact tﬁat there is a new government in
Japan. We believe that 1mp1ementatlon ‘of the Framework
Agreement, on the timetable lald out wlthln the Agreement, is
fully compatible with the goals of the Hosokawa Administration.
We have noted and welcome repeated statements by members of the
Hosokawa cabinet that lend support to the need for real change in

Japan. In particular, we welcome the Prime Ministers commitment

to redouble his efforts under the Framework. We look forward to

working with the Hosokawa Government to produce the tangible
results we need. Implementation of the Framework would, I ‘
believe, assist the new Government in ach1ev1ng the changes they

seek. ‘ L e
. . s | i

Let me turn to two specific "baskets” under the Framework

government procurement and compllance.; The government

procurement "basket" warrants spec1al attention, for it ‘
symbolizes in many respects the causes of our frustration with
past efforts to address barriers to the Japanese market. We look
to Japan’s compliance with the principles!'laid 'down under the
Framework, to address this area, at laét sin«a definitive manner.

Since the late 1970’s, U.S. - Japan bllateral trade relations
have been plagued with serious and continuing ‘disputes concernlng
Japanese Government procurement practices. This has resulted in
the negotiation of numerous b11atera1 agreements on government
procurement beétween the United States and Japan, agreements that,
although negotiated bllaterally, applied to all countries in
their efforts to sell to the Japanese Government. I count eleven
such sectoral government procurement agreements, including:

-- five covering Nippon Telephone and Telegraph (NTT)
procurement practices (an orlglnal aqreement in 1980,

-that has been _renewved four times) f )



http:frustratl.on

- two supercomputer agreements - ( 198;?, 1990)'

- 'twe construction agreements (1988, 1991)
-- a satellite agreement (19?0) - S
-- a computer agreement ( 1992) |

In each case, the Japanese Government comnltted to introduce new.
procedures that would provide greater transparency and non-
discrimination in Japan’s government procurement reglme.
Typically, as particular problems were' addressed in a specific
agreement, others subsequently?arose in the glven ‘sector.
Despite the removal of many procedural obs*.:.aa::les.r with the
exception of the communications satelllte area, we have not seen
81gn1f1cantly increased access | to the Japanese Government market
for foreign goods and serviceswhich the agreements had

anticipated.

The numbers speak for themselves: oo

--In computers, where U.S. flrms are hlghly competltlve .
internationally, foreign computer manufacturers, at the time of
the 1992 agreement, supplied less than one percent of the central
Japanese Government mainframe market, desplte having 41 percent
of the pnvate market in :Iatpan.I We do 'not yet have data to
ascertain whether this disparity has been reduced.

--In supercomputers, where U.S. firms are und:.sputed world
leaders, U.S. firms have never won a head-to-head competition
with Japanese firms for a government procurement, despite regular
wins against J’apanese machines [1n the EC market, and a
significant showing in the Japanese prlvate sector market.

Although American supercomputers have 84 percent of the installed
base in the godvernment superccmputer market in .Europe, they
represent barely ten percent in Japan. | ’ A

--The Japanese ‘public constructmn market has remained shut
against foreign penetration, even though U.S. firms have captured
over 45 percent of the international construction and design
market compared to just 7.2 percent for Japanese firms.

-=-Finally, desplte our long series of telecommunlcatxons
agreements spanning nearly a dett..ade and: a half and the clear
global strength of U.S. firms in this area, foreign penetratxon
of the Japanese telecommunlcatlons procurement market remains
minimal. The U.S. share of NTT’s total’ procurement has never
exceeded seven percent. Government agenc1es buy little from
foreigners. . Overall, the average forelgn share of the private
and public telecommumcatlons market in the industrialized world
other than Japan is 25 percent. Yet the forelgn share of the

same market in Japan is only five percent.. The lack of U.S.
: o A
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penetration into the radio telecommunlcatlons ‘market is a matter
of especially grave concern. l b ,§_<

’

our expectations for the achlevement of tanglble results . under
the government procurement basket of the!Framework are captured
in the Framework agreement. In the sectors cited in this

basket -- telecommunications, medical technology, computers,
supercomputers, and satellltesf-— U.S. firms are unquestlonably
competltlve world leaders. This has been borne out time and
again by the substantial market share they enjoy in trade with
other developed countries. Moreover, the ability to implement
the Framework in this area lies solely wlthln the direct .
responsibility of the Japanese‘Government ==~ the government
controls the size and growth of the market, controls the products
to be procured, sets the speclflcatlons, terms and conditions for
the procurement decides the timing of the procurement chooses
the winning tender, and controls follow-on procurement.

The government procurement basket is thus an 1mportant test of
Japan’s intention to implement the Framework. : The markets
concerned are well defined; our products in those sectors are ,
established world class competltors, and the Japanese Government
is the sole accountable actor in making or breaklng the
comnltments undertaken in the Framework.,

The other basket I would lxke to focus, on today is the critical
implementation basket, which encompasses ‘the existing trade
agreements with Japan. It lncludes over two 'dozen such
agreements, among which are agreements on semlconductors, paper,
wood products, glass, legal serv;ces, and the ongoing efforts to
address the medical and pharmaceutlcals trade under MOSS. I
should add that we are contlnuﬂng to deal with other agrlcultural
agreements in our U. s. - Japan Trade Commlttee.

Some have brought progress; others have thus far failed to reach
the intended results. We havelbrought these existing agreements
and measures into the Framework process so that they will receive
the full, high level, attentlon and resources of both the U.S.

and Japanese oovernments.x , i Lo 3;g
Where there has been progress under exlstlng agreements, we hope
to harness this momentum as a foundatlon for. further market
access. Where these agreements have fallen short, it is the
respon51b111ty of both governments wlthln thls basket to

determlne why and correct the problem.

Activity under this basket is critical toimalntalnlng the

credlblllty and efficacy of theinegotlatlng process. We have
sought to 1mp:ess upon the Japanese that a substantial reason for -
the corrosion of our economic and trade relatlonshlp over the -
past decade has been precisely the issue of prev1ous agreements

i
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which have not reached their poFentialr The“implementatlon

basket offers a crucial venue for resolvzng these shortfalls in a
bilateral approach. - ,

We have agreed to assess each area under the' Framework and to
“evaluate progress based upon sets of objectlve criteria, both
quantitative and qualitative. Thzs is 'a key: theme of the ,
Framework. We must see tanglble, measirable results in all
areas. Many of our agreements 1in the past have led to change in
_process and procedures ‘in Japan’ but we have not seen increased
sales and business for American and foreign firms. This cannot
continue. Change that leads to|theoretical opportunities for
foreigners but that allows 1nv1?1ble barrlers to continue is no

change at all. | L
| ! [

Let me turn briefly to the remaining baskets ‘under the Framework.

In the area of autos and auto parts, we are concerned with

contlnulng serious problems in the ablllty of Americans to sell

vehicles in Japan as well as 1nsuff1c1ent Japanese purchases of

American auto parts for use in thelr auto plants in both the

United States and Japan. The auto sector 'represents over 60

_ percent of our bilateral def1c1t with Japan. Significant
progress is necessary in this area in order to make a real

‘difference 1n our bilateral trading relatlonshlp.

Under economic harmonization, issues of 1nte11ectual property
rights protection, insufficient access to Japanese technology,
inadequate relatlonshlps between Japanese buyers and American
suppliers, and serious constraints on foreigners’ ability to
invest in Japan all deprive Americans and ‘other foreigners of the
substantial success they should have in: the Japanese market.

Finally, in the regulatory reform basket over-regulatlon, non-
transparency, and dlscrlmlnatxon in the flnanc1a1 services and
insurance sectors, as well as th broader issues of the Japanese
distribution system and an 1nadequate competition law policy
regime, impede globally competltlve American firms.

Particularly in insurance, as tJ which and agreement will be
tabled shortly, although Japan has the third largest insurance
market in the world, foreign acqess has been limited perennially
to only about a 2.5 percent marget share. We believe that this
limited foreign access to the Japanese market'ls caused by, among
other things, the non-transparent regulatory regime, a highly
concentrated industry structure, keiretsu and cross-shareholding
arrangements, and a highly restricted insurance product approval
process which limits innovation. The Japanesé Government is
aware of the need for change and is currently in the process of
drafting legislation to. reform the Japanese insurance industry.
We plan to reach an agreement by next January, that would ensure

that the issues I have just llsted are effectlvely addressed.
! < B
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By itself, the Framework achieves no @arket!égening._ It is the
beginning of a process and it is to the actual negotlat}ons of
agreements under the Framework  to-which qur;full attention and
force must be directed. It is|critical that the Congress and the
Administration work closely on|these issues 'that are so important
to our. economic future. Thank you. Lo
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Regional Trade Pacts: Catalysts or Catastrophes?
Remarks by Ambassador Charlene Barshefsky ;
Overseas Development Council )
. October 14, 1993 . L
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Thank you for invitiné me to|appear on this panel. It is a
pleasure to be here. S ;

i

The Administration's highest|trade prlorltaes r1ght now are
getting NAFTA passed by the Congress, and @

successfully completing the Uruguay Round and then getting it -
approved by the Congress. -

Obviously, both are very dlfflcult tasks. The Uruguay Round
continues in a precarious state with the global economic costs of
failure, along with the polltlcal price of ‘changing the status
quo, very much on the minds of leaders ‘around the world. However,
there is a determined effortlunderway in Geneva to find the
negotiating equation, or group of equatlons, necessary to solve
this seven year riddle. \

NAFTA, meanwhile, is being debated 1n the Congress. We, in the
Admlnlstratlon, believe the controversy over the agreement.
ultimately stems from the 1eg1t1mate concerns people have for
their economic future, but these are the very concerns that we
are trying to address with agreements llke NAFTA that will grow
the economy and create jobs. :
'The Uruguay Round and NAFTA debates ra1se questlons about the
importance and role of reglonal trade pacts in the comlng years,
and what U.S. policy will bé in regard to: them. :

The President has repeatedlg stated that trade policy is an
integral part of domestic economic pollcy,:the goal of which is
to create a growing, high-wage economy. Expanding trade is a key
mechanism for doing that. Hence, it 'is vital to us to obtain

greater access to markets around the world.

In addition, the President has made 'it: olear that a trade policy
premised on opening markets]can be a buttress to our foreign
policy objectives. COmpletlng trade agreements, whether on the
multilateral or regional ba51s, with countries that have made
recent transitions to democracy can’ support those transitions.
Countries that are rece1v1ng the economlc benefits of increased
global trade, and realize they have: ‘to' play 'by the rules to
maintain it, are less llkely to slip back 1nto authorltarlan
regimes, a]l other things being equal.l

We want to see the developlng countrles share in the prosperlty
and stability that comes with expan51on of global trade. It is
good for them, but it is good for us, too. ;

The Admlnl stration is in the process of asse551ng the post-NAFTA
and the post~-Uruguay Round agenda, what our trade priorities will
be for the next three years, and how we will balance the concerns
of multilateral, regional, and bilateral negotlatlons.

i [
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Since the mid-'80s, the United States has pursued a multi-track
approach, by addressing U.S. |interests and. negotlatlng agreements
multilaterally, regionally and b11aterally. Our major
multilateral effort has been [to urge conclus1on of the Uruguay
Round. The regional approach has come into play with NAFTA and
the increasing importance of [APEC. And of course, we continue to
engage in numerous bilateral 1n1t1at1ves. i;w

The Clinton Administration will contlnue thlS multi-track
approach to our trade relations and to trade liberalization. We
do not see the three types of negotiations. as mutually exclusive.
Indeed, each can work. to reinforce and promote trade
liberalization. ‘ o L

Clearly there is a trend toward reglonallsm w1th1n the context of
the multilateral system. There are also evolving trends in
globalization and in multllateral and un11ateral liberalization.
These trends reflect a constructlve effort: on the part of global
tradlng partners to respond to the increasingly rapid pace of
economic activity taking place at all levels of our economies --
traditional areas such as agrlculture and manufacturlng, as well
as new areas related to services, technology‘and capital.

We see reglonal and multllateral negotlatlons as complementary.
Multilateral talks are an anchor for regional ones, while
regional talks can serve as a lubricant for multilateral talks.
This has been our experience‘w1th the freeltrade negotiations we
have conducted to date, and we are confident this will continue
to be the case. It should be |noted that the foundlng fathers of
GATT must have antlclpated this 51tuat10n, 91nce they allowed
free trade areas in the GATT |rules.

Let me focus for a moment on |two areas that are becomlng
1ncreas1ngly 1mportant to the United States -=- the Asia-Pacific
region and Latin Amerlca. , , |‘g

[ a;,‘t

The countrles in these two areas have growth rates that exceed

those of the European Communlty nations. Many of the countries in

Asia and Latin America have chosen, in recent years, to cast off

or sharply reduce economic controls and, hlgh degrees of

. regulation. The result has been boomlng economies for those

countries and booming exports for the US. .
P

The Asia-Pacific region is the fastest growing area in the world.

Forty percent of American trade is w1th thls reglon.

Latin America is the second fastest grow1ng region in the world
and over 16 percent of 1992 U S. exports were to this region.
Latin America was also the 1argest re01p1ent of U.S. foreign
direct investment of any developlng country region. Since: 1982, . . ...
U.S. exports to Latin Amerlca and the Carlbbean increased 127
percent and are growing at over tw1ce the rate of U S. exports to
the rest of the world. oy
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In Asia, the United States su
that will take on a role as a
policy and expan51on of trade
facilitate economlc ties whil
systen.
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pports a stronger, more active APEC
forum for! consultations on trade
and 1nvestment APEC's goal is to

e supporting the multilateral

f
!

As to Latin America, Presiden
supports additional efforts t
Latin America, including the |
assuming they have made the p
1nclud1ng the opening of thei
Administration supports GATT

to form sub-regional groups a
trade. We intend to remain en
catalyst for market opening,

and are currently exploring h
President's commitment to pur
Chile remains. We hope to bui
revolution over time.

Our goal, nost broadly define
because it will lead to globa
domestic economy, and the eco
While the multilateral system
that goal, bilateral and regi
as well. :

We already have éxperience th
approachebeuttress the multi

In the bilateral area, our Sp

t Clinton has made 1t clear he

o open markets with the countries in
pos51b111ty of joining NAFTA,

roper polltlcal .and economic steps,

r trade and 1nvestment regimes. The

consistent efforts within the region

s a way to open markets and expand
gaged in the region to serve as a
U.S. exports, 'and trade expansion

bw best to .accomplish this task. The
sue a free. trade arrangement with

&d on this . ong01ng regional

d‘ thus, 1§ trade liberalization,

1 economlc growth. That enhances our
nomies of all the nations involved.
remains the main force to advance

onal agreements ‘can accomplish this

at shows bllateral and regional
lateral system.§

ecial 301 program supported our

pursuit of enhanced intellectual property rlghts protection in

the GATT.

In the regional area, each FTA in ex1stence has provided a basis

for greater global liberaliza

tion under the GATT. The Free Trade

Agreement with Israel prov1ded a basis for upgradlng the GATT's

discipline on Balance of Payme
article 18. The Canada-U.S. F
uncovered in FTAs, such as en
the most comprehensive intell
- investment dlsc1p11nes which

ents actlons taken under GATT

TA addressed issues previously

ergy and%serv1ces. NAFTA has some of
ectual property rights and

ex1st to date. NAFTA has also been

innovative in addressing env1ronmental and labor standards --

issues which will no doubt be
subsequent GATT negotlatlons.

These are examples of how reg
"ratchet up" the multilateral
phrase.

of concern. to other GATT parties in
\ ! 5
j ly]

1onal and bilateral approaches can
system,|to use Fred Bergsten's

i

Whether we expand trade with Asia and Latin America (or other

regions) through multllateral|

the challenges are formldable

reglonal or bllateral agreements,
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There are dgreat dlsparltles in 1evels;of*economlc development in
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these areas, as well as the degree of openne s
. . ' ‘. . ; } ,
While market oriented reforms are ga1n1ng support both in the

government and the public in these natlons,‘government

intervention remains high. o ‘i‘

R i ‘ : ‘ [

Infrastructure bottlenecks are becomlng a serious concern in many
of these countries and a constraint on further growth. In
addition, outdated regulations often,lmpede solutlons to these
problems. A number of studies, 1nclud1ng a report by the World -
Bank and a report commissioned by MITI in Japan, support this

conclusion. SRR
. Y i [

1

Trade barriers still 51gn1f1cant1y 11m1t trade in the area. While
.trade volume is growinhg, it could be hlgher,‘lf barriers were
reduced further. In addition, galnlnq controﬂ of inflation and
br1ng1ng about sustained macroeconomlc stabllhty is a central
.factor in. dr1v1ng up trade flows bothwbllaterally, reglonally and
- globally. | I

\' "\
Finally, many countrles in these reglons have‘yet to commlt to
high standards in investment, serv1ces, " and intellectual
property protection. ' l ! I[‘
IR
such formidable problems nece551tate creatlvely u51ng the
k'multllateral bilateral and reglonal approaches to trade.
negotlatlons. o ]

| ] ‘
| '
\ {‘ )

A creative approach also means that we need to pull together all
export-related policy instruments -~ trade negotlatlons, export
finance, and export promotlonw-- 1nto1 |coherent and
comprehensive U.S. strategy. In addltlon, we have to closely
coordinate w1th the U.Ss. prlvate sector|and other 1nterested
groups. ’ ; ; :‘”
. ' ! I
I hope then, that I have answered the questlon raised by thls
. panel. Regional trade pacts are a catalyst They should not be
seen as a threat to the mu1t11atera1 system. They should be seen.
as building blocks when they are GATT! con51stent buttressing the
multilateral trading system and add1ng to lt.‘ They are only a
catastrophe if they hinder global trade or result in exclusive
and competlnq blocs. These outcomes are obv1ously to be av01ded.
\ 1 !
Ultlmately, the multilateral tradlng system == the GATT -- has,
since its:founding, been successful as the ma1n ingredient in
sustaining global prosperity, and should’be at the top of global.
- trading system food chain.
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Remarks by Deputy U.S. Trade Representative
Charlene Barshefsky:
‘ before the :
Columbus Group and Paul H. Nltze
School of Advanced! |
International Studlies Octqber 28, 1993

Introduction « ' o

I am delighted to be here today'to§di5cuesAU;S@r-;Latin
American and Caribbean trade and investment policy. I am sure
there are many of you in the audience with both expertise and a
keen interest in the topic. It‘ls a topic that has taken on
increased interest in the Amerlcas as the countries of this
hemisphere pursue their economic interests in thls uncertaln and
unrelentingly competitive global economy ' f

The Administration’s Overall Pollcz Objectlves

I want to start by touchlné on the Cllnton'Admlnlstratlon s
overall economic policy objectiyes because it is the basis.of our
trade and investment pollcy. Thls President has a deep .
understanding and interest in the effect on the U.S. economy of.
the global economy. The two are 1nseparab1e '‘and our economic
futures are ultimately one ‘in the same.' The 'process of global .
economic transformation is not a distant toplc of discussion for:
those who may be 1nte11ectua11y|1nterested but a reality on
mainstreet U.S.A. It holds both promise and peril. Our
objectlve is to seize the prcmlse and pursue global hence U.S.,
economic growth. b

To do this requires an 1ntegrated'approach to economic
policy which starts at home w1th a greater emphasis on broader
and coordinated participation in policy making. We are doing
this under the rubric of a White House icoordinated decision-
making forum ~ the National Economic Counc11 (NEC). Improved
education and labor skills, heqlth care reform, deficit
reduction, increased national savings, more efficient and
effective government, stimulation of research and development and
defense industry conversion all are part of the Clinton
Administration’s ‘agenda to 1mprove our ab111ty to effectlvely
" compete in the global economy to improve the llves of Americans.

Trade and investment policy is an 1ntegra1 component of our
overall economic strategy. It |is the central role of trade
policy to open markets, expand trade, and stlmulate U.S. and
global economic growth. Never before has’ trade and investment
policy been such an important element 1n our: economic policy and
fortunes. Approximately 25 percent of our gross domestic product
is reliant on trade, and this percentage lS expected to increase.
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The global economy is our future
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already. x‘I‘he Amerlcan publlc

senses this and it has created the unease in some that naturally

occurs w1th what is thought to be the unknown.g

The Administration believes
interdependence and trade expans
new prosperity.
than other manufacturing jobs by

that global economlc

ion offer tanglble routes to a
‘Export related manufacturlng jobs pay better

as much as 17 percent. The

-opportunities for the U.S. are enormous in'a broad range of
capital goods, telecommunlcatlons, computer related and digital

electronics, creative intellectu
not to mention high valued added

skilled manufacturing and servlq

e sectors.

al property reliant industries,

agriculture and other high
Untapped markets

exist for those prepared to pursue them and we intend to do all

we can to help U.S. firms captur
Latin America and the Caribbean:

Latin America has undergone
polltlcal transformation that ri

e them.

vals' any region in the world.

i
' ‘<
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Its Place in the Global Economy

| I . ¥
. { i1 | .
a profound economic and
It

is now a dynamlc region of economlc growth, the second fastest

growing region in the world after the Asian Pacific Rim.
than ten years ago it was mired 1n the "lost decade."

Less
It’s

economic prospects have dramatlcally changed with bold and sound.
leadershlp ‘that recognlzes the cru01al role the global economy

plays in domestic economic prosperlty.

Rather than turning

inward, markets have been liberalized and dompetltlve enterprlses
that grow jobs, hope and securlty have been created.

To their credit, Latin Amerlcan and§Car1bbean leaders are

moving rapidly to build yet more[

opportuhltles for their

economies through bilateral and sub-reglonal narket openlng
agreements that have helped, along with sound macroeconomic

)
reform,

America and the Caribbean Jumped!
$326 billion in 1992,

spur trade within the region.

and increase of 57 percent

Aggregate trade in Latin
from $186 billion in 1985 to
During the

same period, reglonal aggregate 1mports from all sources

increased 12 percent per year.

The leaders of 'Latin America and

the Caribbean recognize that access to developed country markets
is not enough -- that a new prosperlty starts ‘at home and with

immediate neighbors.

For example, the average ‘tariff peak in

twelve major countries in the reglon durlng the 1986 to 1992
perlod decreased from 118 percent to 27 percent ad valoren.

|

Latin AmerLca’s success 1is our success, and the same goes

for other regions of the world. I
illustrate my point.

"Latin America and the Caribbean come from the U.S.

Let me give you some numbers to

Forty three percent of all imports into

U.S5. exports

to the reglon rose from nearly $44 billion in 1988 to nearly $76

billion in 1992, an increase of 58 percent.

U.S. exports to the

region have 1ncreased at over twice the rate of U S. exports-
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overall and this was also the largest developinq country region-
recipient of U.S. foreign dlrect investment in 1991 (the latest

figures available)

with the region in 1992 of $7 bil
trade surplus with the region sil

As a percentage of total U.

- $77 billion.

The U.S. ran a trade surplus
llion, the first time we ran a
nce 1981. :

S. exports during the 1988-92

period, exports to Latin American and the Caribbean increased

from a little over 13 percent to
of manufactures during the perio

to nearly $70 billion, an increa

!nearly 17 |percent. U.S. exports
a 1ncreased from some $39 billion

Ee of 56 percent. And, our

capltal goods exports to the regpon, which ' tend to support higher

paying jobs 1n the U.S., are ext

U.S. Policy and the Region

remely competltlve.
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U.S. policy toward Latin America and the Carlbbean has

historically been heavily focuse
it stemming from the days of the
related forms of official assist
driving factor in our more matur
our collective economic future.

making the Americas a better pla

d on polltlcal concerns, much of

U.S. - Soviet rivalry, and often
ance. Those days are gone. The
e policy towards the region is

The President is committed to
ce to live through expanded trade

and investment opportunities, and over time, through the eventual

creation of a hemispheric free t
elements of our trade pollcy tow
including the Caribbean Basin Ec
Trade Preference Act and the Gen
The Administration is also explo
'expand trade. Let me briefly e
are in place and then touch upon

Element One: The Uruquag Round

rade zone.; Preference based
ards the region remain intact,
pnomlc Recovery Act, the Andean
erallzed System of Preferences.
rlng various addltlonal ways to
xplaln what trade policy elements
add1t10nal consxderatlons.

!
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At the top of our 1ntegrateg approach to trade policy, whlch
includes complementary mult11atera1 regional and bilateral
agendas, is the successful conclu51on of: the Uruguay Round by

December 15.

‘markets within the Americas. If

This is the best Opportunlty before us to open

successful, it will set in

motion a range of actions unprecedented in global econonic

history. It is estimated that a
could produce, after ten years,

good Uruguay Round agreement

net U.s.’ employment increases of

1.4 million jobs, average product1v1ty 1ncreases for labor

slightly over 2% and a real wage
USTR and the Council of Economic
if we assumed a one-third cut in
in non-tariff barriers as well,

gain of 1.6%. In addltlon,
Advisors estlmated in 1990 that
global tarlffs and in reductions
1t would ' 'result 1n a $1.1

trillion increase in global economic output,over 10 years.

It is time to finish the Round.

situation where trade agreements

We' should not tolerate a
languish for seven years. The

|
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world is moving too fast now. Governments' come and go,
technologies change, and economiles are revolutlonlzed in that

amount of time. Just look ‘at Latin Amerlca.‘i‘v
A :

Element Two: Sub-Regional Undertaklngs.; '

The likely nearest term signal the iU.S. will send regarding
its ability to move forward and‘effectively cope with global
economic transformation is the qongressional vote on the NAFTA.
However, our effort to form a free trade area. 1n the northern
sphere of the Americas 1nvolv1ng canada ‘and Mex1co is not unlike
the phenomenon that is occurrln% all over the Amerlcas. The
‘Southern Common Market, or MERCOSUR, the G-3 agreement 1nvolv1ng
Mexico, Venezuela and Colombla, the Chlle-Hexico and Chile-
Venezuela agreements, the Central AmericaniCommon Market and the
CARICOM involving the english spEaklng natlons of the Caribbean.
are all examples of sub-regional efforts to open markets and
stimulate trade and investment. . P Lol

The process of integration |in Latin America is economically
inevitable and we will work with sub-reglonal groups where
possible to intensify market openlng action. These sub-regional
groups will be an important factor in the effort to move towards -
hemispheric free trade. It behooves us to’ recognlze this reality
and respond to it with constructﬁve efforts in. market opening and
trade expansion. . o
,Element Three: Bilateral Efforts L

Bllateral efforts at opening markets are a necessary
component of any U.S. trade pelicy strategy for Latin America and
the Caribbean. Bilateral agreements can set important precedents
that encourage higher standards of discipline}in the trade and
investment arena. The existing trade and investment framework
agreements with virtually every country in the region, with the
exception of Haiti and Cuba, are\vehlcles that should be utilized
to focus energy on concrete problem solv1ng ‘Beyond the dialogue
under the framework agreements, we intend to work constructively
on a bilateral basis where 1mportant trade and investment
interests are.at stake. Bilateral ”bulldlng blocks" such as
investment treaties and intellectual property rlghts .agreements
can play an important role in ratchetlng up reglonal and
multilateral dlsc1p11nes and in improving the overall bilateral
relationships. N ‘ :

. S ;;w :
The President is committed to pursuing a free trade
arrangement with Chile. Such an| arrangement would not only
advance the respective economic lnterests of Chlle and the U.S.,
but it would be an important step in opening up markets between
North and South America. The President has also indicated his

i
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interest in add1t10nal arrangeme
countries in the region. :

Additional Options

The Administration is also
stinulate the opening of markets
the Americas. Broad based regio
building measures, for example e
tariff schedule and rules of ori

5=
; | : '
nts with economically appropriate
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examlnlng addltlonal ways to
and expan51on of trade within
pal efforts in’ confidence
xamlnlng customs facilltation,
gin harmonlzatlon, and improved

transparency of trade and investment regimes may be considered.

Regional discussions on these is:

effort to confront trade lmpedlm

multi-pronged strategy, but the

work program. The APEC experien
regard. Although efforts of thi
headline grabbing, they can have
trade and investment community a
work cooperatively together to e

Conclusion
In this time of global econ

President understands the necess
- moving forward. He has organlze

sues can help /round out the

ents collectively as part of a
process 'should’' include a concrete
ce may be a useful guide in this
s type are 'not necessarlly
important implications for the -
nd signal a pragmatic approach to

xpand trade opportunltles.
! |

T
| vl

omic transformation, the
ity of, ‘and is committed to,
d the pollcy maklng apparatus in

the Executive Branch to better develop pollcy and accomplish his

objectives. Expanded trade is a
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The Clinton Administration's Goals for the November Asia-Pacific
Economic Cooperation| (APEC) Forum's Annual Meeting.

Remarks by Deputy U.S. Trade Representative
Charlene Barshefsky
before the - o
i fd
American Soc1ety of Internatlonal Law
November 2, 1993;‘;
Introduction o i‘f
: | |
I am delighted to be here today to dlscuss ‘the Clinton
Administration's Goals for the upcoming annual Ministerial
meetings of APEC the Asla—?a01fic Economic¢' Cooperation forum.

The Adm1n1 tration's Overall Pollcz Ob]ectlves

I want to tart by touching| on the Cllnton Admlnlstratlon s
overall economic policy ohjectlves because they help explain the
importance we are placing on APEC. JThls President has a deep
understanding and. interest ;n the effect on the U.S. economy of
the global economy. The two are 1nseparable and our economic
futures are ultimately one and the same., The process of global
economic transformation is not a distant toplc of discussion for
those who may be intellectually 1ntereeted but a reality on
mainstreet U.S.A. It holds| both promise : and peril. oOur
objective is to seize the promise and pursue global, hence U.S.,
economic growth. I

1
, !

Expanding exports and the jpbs linked'to‘exports is an integral
component of our overall economic strategy Promoting free trade
and open markets around the world is central to our trade pollcy
and essential to our economic well-being. At present
approximately 25 percent of| our gross domestic product is rellant

on trade, and this percentage is expected to increase.

The Administration belleves‘that global economlc interdependence
and trade expansion offer tanglble routes to a new prosperity.
Export related manufacturing jobs pay better than other
manufacturing jobs by as much as 17 percent. The opportunities
for the U.S. are enormous in a broad range 'of capital goods,
telecommunications, computer related and digital electronics,
creative intellectual property reliant industries, not to mention
high valued added agrlculture and other high skilled
manufacturing and service %ectors.f Untapped markets exist for
those prepared to pursue them and we 1ntend to do all we can to
help U.S. firms capture them. g

H
i

Asia and the Pa01f Its Jlace in the Global Economny

Asia and the Pacific, as deflned by APEC's '15 members, is the
most economically dynamlc reglon in the world. It combines five
major industrial economies, the four Asian newly-lndustrlallzlng
economies often referred to the four dragons, and the fast-
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emerging economies of the ASEAN nations and|the People's Republic
of China. oy e

Collectively the 15 APEC economies represent the most powerful
regional economy in the world. Together they contain 40 percent
of the world's population, have a cqmblned gross domestic product
of $13 trillion and account for 40 percent of total world trade.
In 1992, our trans-Pacific trade exceeded our trans-Atlantic
trade by 50 percent. U.S. 1nvestment 1n Asia and the Pacific
doubled between 1985 and 1990 while at 'the same time, Asian and

" Pacific investment in the Unlted States has become an important
source of capital for our own economic growth, not to mention new
jobs. Today there are about 2.5 mllllon Jobs in the United
States that are dependent of Asian trade.;

U.S. Policy Towards Asia and the Pacific
President Clinton, in his address at Tokyo's Waseda University
last July, noted that the time has come for America to join with
Japan and its Asian neighbors to create "a new Pacific
Communlty.“ Viewing the Asia-Pacific region as a vast source of
jobs, income and growth for Amerlcans, he descrlbed APEC as "the
most promlslng economic forum we have for debating a lot of these
issues." |

!

President Clinton was delighted to discover that the first year
of his Presidency coincides with the year that the United States
is chairing APEC. He seeks to capitalize on this opportunity to
emphasize the importance of the Asia~Pacific region to the U.S.
economy. S ‘

[ "
: Vo

In keeping with our domestic policy of expanding the job market,
part of our economic strategy is to open up new markets in areas
"of fast growth, such as the ¢51a -Pacific region, in order to
maximize our opportunities there and av01d handlng them to our
competltors. . C

Another part of our economic strategy is to seek ways to meet the
challenges we will face if we are to  be! competltlve. Already,
the EC's trade with Asia is on the brink of surpassing that with
the United States for the flrst time. We need to develop
constructive alliances with our nelghbors in the Asia-Pacific
region if we are to adapt successfully to rapldly changing global
economlc dynamics and remain la leader in the: Pac1f1c.

4 I
Demonstrating his high levellof commltment.towards APEC, the
President will host an unprecedented meetingwith leaders of the
15 APEC economies in Seattle{on November 20.' At no time in the
past has a group of leaders from these nations gathered to
discuss economic issues. Not since 1966 under Lyndon Johnson’
have a group of Asian leaders come to the United States to meet
collectively with a U.S. Preqldent ‘This meetlng, which will
discuss how to reduce barrleqs and create opportunities among
APEC members, will follow the Fifth APEC Ministerial meeting
which will take place on the|18th and 19th. of November.

| N B



APEC and Its Importance . i;
The Administration views APEC as the 1deal ‘vehicle for forging
new relationships with our Asian and Pac1flc neighbors as we

- jointly look ahead to the 21st century. Believing the Asia-
Pacific region will be crltlcal to the United States' economic
future, we support a stronger, morefaqtlve APEC that will become
the forum for regional tradé and 1nvestment liberalization, as
well as broader economic cooperatlon. L

i

When APEC was founded in 1989 it was essentlally a facilitation
and cooperation forum hav1ng as its:major b]ectlve the
successful conclusion of the Uruguay Round.: Since last year's
ministerial meeting in Bangkok however, work has expanded
significantly to address practlcal means to reduce transactional
costs of trade within the reglon and to lay the groundwork for
future policy decisions.

The Administration's Goals for APEC?s Ministerial Meetings

As chair of APEC this year, the Unltedlstetes has selected the
developmeni of APEC's role in 1nterreglonal trade and investment
as its theme. Towards this end, we! have proposed a Declaration
on an APEC Trade and Investment Framework*that would take APEC
beyond its current role as a facilitation ‘and cooperation forum
to more of a policy role to be expanded through consultation and
consensus by its members. This proposal recently received the
blessing of APEC Senior Officials and will be presented to
Ministers in Seattle later this month ror adoption.
. i . .
In addition to the adoption |of this Trade! and Investment
Framework we are planning three other key!results at the
Ministerial meeting: :
o Presentation of a report by a group of eminent, non-
government affiliated individual representatlves from
throughout the reglon contalnlng a vision for what APEC
should become in the- next‘decade.[
. i | I .
o Identification of 51gn1flcant ways for the business
community to become more 1nvolved 'in APEC's work.

o - Arrival at a decision concernlngvthe application of new
‘members and criteria for futﬁre:applications.‘

Let me focus briefly on each of these four planned results:

First, the trade and 1nvestment framework 1f adopted, will
represent a substantial step forward for APEC. It outlines an
evolving trade and investment policy role. for APEC in addition to
APEC's mandate to fac111tate business and economic ties among
members. It will establish a permanent Trade and Investment
Committee and propose an initial year work program which will

continue some very productlve areas of:APEC's activities in
1 : ‘!.¥
! .
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customs and investment, for;example, but also move .gradually into
additional policy areas as the comfort level and commitment of

members expand.

Second, the presentation of| the Eminent Person's Group report
will prov1de a starting point from which APEC members can move
forward to begin debatlng long-term goals for APEC. The
motivation for formlng this group was to'develop an independent,
unbiased, long-term vision for APEC by selecting members not
bound by normal policy constraints.. Their vision will not
automatically be adopted but rather serve to stimulate debate.
The report, which has been 01rcu1ated among members in advance,
will highlight potential threats to economlc growth in the
region, propose its own long-term v151on for APEC and the region
and recommend initiatives for 1mplemeqt1ng its vision.

- The report proposes that AP%C accelerate and expand cooperatlon
within the region by leadlng an 1n1t1at1ve to create an Asia-
Pacific Economic Community aimed at eventually establishing free
trade and investment within|the reglon. It will also outline :
possible short-term bulldlng blocks for attalnlng this goal and
recommend continued broad support for the multllateral system.

Third, examining ways to exﬁand the: prlvate sector's role in
APEC, a number of options are under| discussion ranging from each
member seeking its own prlvate sector' s adv1ce to a more formal
APEC-wide advisory process. ;

Already, there has been a con51derable level of part1c1pat10n by
the private sector in APEC's ten Working Groups. (These Worklng
Groups focus on the cooperatlon aspect of APEC's mandate in
particular subject areas such as Trade Promotion,

Telecommunxcatlons, Transpox

tation and Tourlsm)

Fourth, the issue of new members is; one of the most hotly debated

at present. The desire to i
juxtaposed against an increa
APEC must first consolidate

Mexico, Papua New Guinea and
consideration, no consensus

Conclusion

Our goals are to see APEC as
the areas of trade and inves
active debate on APEC's futu
role for the private sector
of membership. '

The Clinton' Admlnlstratlon W

nclude newimembers is currently
sing concern among many members that
and produce concrete results. While
Chile are under active
exists at present.

|
sume a more pollcy-orlented role in
tment; to consider and begin an
re dlrectlon, to find an expanded
within APEC; and to settle the issue

ill utlllze the Seattle meeting as a

vehicle to demonstrate to the region and the nation that the U.S.

intends to remain a leader i
continue to promote free tra
the world. ,

§n the Pacific and that it will

de and open markets in the region and

|
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Domestically, the Administration will underscore the vital role
played on the Asia Pacific region in U.S. domestic prosperity and
global growth APEC pulls into focus~the tremendous importance
of the region to our domestlc economic strength, the efforts we
are making to open up its markets and the challenges we will face

if we are to be competltlveL

)
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JAPAN FRAMEWORK| AND OTH?R‘JAEBNIMBBTINGB

November 8+«9(am):

November 9 (pm):

November 9-10:
November 10 & 12:
November 12:

November 10-12:
November 18:
Week of Nov. 29:

December:

December 13-15:

Decenmnber 20f22:

| SN
< R

Medical Technoloéy (Waéh., DC)

Preferential Procurement Worklng Group
(waSh. Fi D C ) '. ' . . I

Insuranve (Wash.,|D C. )

Telecom?unlcatlons (Wash., D.C.)
Informal meetlng w1th MPT/NTT (Wash., D.C. )

Autos and Auto Parts (worklng level)
(tentatlve, Wash D. C )

Informal Meetlngs,onsCOnstructlon (tentative;
Tokyo). i | -

'Computer and SUpercomputer Consultations

(tenatlve, Washlngton, D cC.)

Telecommunlcatlons, Medlcal Techology,
Insuran§e, Competltlon ‘and Deregulatlon
meetings (tentative; Tokyo)

3rd Quarter Semlconductor Foreign Market
Share Calculatlon Meetlng (Wash., D.C.)
IPR (tentatlve;iTokyo)A

[
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" November 8, 1993

Status of the U.S. =- Japan Econc
Testimony to the Senate Finance
Subcommittee on International Tr
Ambassador Charlene Barshefsky

t

:mlc Framework
Commlttee ;
ade

| Ty ' -
appear before’ the subcommittee

I appreciate the opportunity to

today to discuss the status of negotlatlons under the U.S. -

Japan Economic Framework,
general.

and our trade 'relations with Japan in
I would also llke to comment- on our: expectatlons for

the APEC meetings in Seattle, wnlch are | upcomlng next week. The
Seattle Ministerial and Leader’ s Conference should be very
important steps in the development of this young but prom1s1ng :

reglonal forum.

)

i

The timing of today’s hearing is partlcularly approprlate. The

Framework was initiated four months ago.

We have held two rounds

of substantive talks on the prlorlty issues of Japanese
Government procurement of telecommunlcatlons and medical

technology; insurance, and autos and auto parts.

of negotiations will take place

other areas of the Framework have begun  as: well.

been important developments outs
particularly with regard to the
discussion..

the U.S. .and Japan.

The third round.
Talks in several
There have also
:ide of the, Framework

construction 1ssue, whlch merit

]thls week.

Finally, as you know, the APEC meetlngs at Seattle
‘'will provide ‘a venue for high level bllateral meetings between

IEE

I want to first take this opportunity to pnt the Framework into
context: to outline what makes the Framework a necessary element

in redressing Japan’s economlc i
partners. .

mbalances w1th 1ts trading

" 0 |
' '

It has long been recognized that the Japanese economy performs in
a manner which sets it clearly apart from the other ma]or

industrialized countries in. general and the Gr7. -

This is very

evident when looking at the macroeconomic dlmen81ons of the
problem; at Japan’s massive current account surplus, which now
constitutes the major asymmetrylln the world economy today; and
}at its low level of manufactured goods imports and inward flow of

~direct ¥oreigninvestment.
goods imported by the U.S.

‘average of 7.4 percent for the rest of the, G-7,

but only 3.1 percent for Japan.

In 1991,
accounted for 6.9 percent of GDP, an

for example, ‘manufactured

'excluding Japan,
Among the' OECD countries, Japan

has by far the lowest percentage of the. global stock of inward

foreign direct investment; just

0.7 percent, as compared to 38.5

percent in Europe and 28.6 percent in the United States.

These marked differences are ref

!

yeated aﬁ'the Sbctoral level.
P | :

i
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Intra-industry trade, the propen51ty of countrles to import what
they also produce for export, is a characterlstlc of developed
economies. In fact, intra-industry trade has:a tendency to
increase as an economy develops over time.. Yet, this has not
been the case with Japan. Academic studies of‘intra—industry
trade have placed Japan consistently near the bottom of the
scale. We find this trend reflected in the sectors which are
singled out in the Framework. Wlth regard to, telecommunications
products for instance, Japan is |the world’s second largest
market,” Yet, Japan’s global 1mport share of telecommunications
products is 5 percent, while the G-7 average, excluding Japan, is
25 percent. This pattern extends to serv1ces as well. Although
Japan has the third largest insurance market in the world,

foreign access has perennlally neen limited to 2 percent of the
market, while imports of 1nsurance serv1ces In the G-7, excluding

Japan, ranges from 10 to 36 percent o K

This is the common theme running through the macroeconomic and
sectoral and structural areas of the Framework.. There is a
persistent and repeated pattern under which competitive U.S. and
foreign goods and services, which thrive 1n the global economy,
face multiple barriers to access inhibiting thelr success in

' Japan. We expect that agreements reached under the Framework
will address these barriers, and work to bring Japan’s import
levels in these important sectors into 11ne over the medium
term, with those of its G-7 partners. '

Let me briefly review in more details the Framework under which
we are working, (described to you in some depth in my previous
testimony of July 22). Unlike the past;, when the U.S. focused on
either structural or sectoral 1ssues, we are approachlng each
market access problem area under the five Framework "baskets" at
the intersection of structural and sectoral concerns. Our
negotiations are focused on tangible results ——'process and
procedural change is not enough}unless it 1eads to concrete
change in the marketplace. We wlll be us1ng objective criteria,
both quantitative and. qualltatlve, to assess these results; as
the Framework specifies, tanglble progress towards market access
and sales must be made. In the priority areas which I cited
earlier, agreements must be reached by early 1994. Once these
agreements are in place, we will establish a monltorlng program
to assess their impact. Agreements in the other sectoral and
structural areas cited under the Framework should be reached by
the July of 1994. J C be

The Framework also includes macroeconomic‘commitments. Japan is
committed to pursue objectives promoting sustained demand-led
growth and increased market access for competltive foreign goods
leading to a highly significant|decrease in itsi current account
surplus over the medium term, and to promote a significant
increase in global imports of goods and'serv1ces

Let me turn to the status of the priority Framework issues in
which USTR has the lead -- government procurement and the
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insurance sector. ‘While these presentfvery dlfferent sectoral
issues, our broad goals for each are 81m11ar. L

In each of these areas, we presented the Japanese with draft
texts delineating our goals -- both with respect to process and
procedural change and with respect to qualltatlve and
guantitative indicators. We dlscussed these .texts in detail,
responding to: Japanese questlons These texts will form the
basis for the third round of talks to be held here this week.

Of course, the draft proposals differ in detall from sector to
sector. They all, however, refllect two key pr1nc1ples to which
we agreed in the Framework and which w1ll be. necessary elements
of the agreements we are lcoklng for by January

- the need to obtain tangible results in each area,l

- the need to establish objective crlterla, 'both ™~
quantitative and qualltatlve, to evaluate market
access. ,

) l,‘

Our proposed telecommunlcatlons text contalns prov151ons to

ensure that procurement procedures are, open,’ transparent and non-

discriminatory. We made it clear to the Japanese that the closed e

nature of the Japanese market 1n this key sector was

unacceptable, particularly glven the gilobal competltlveness of

U.S. and other foreign telecommunlcatlcns companies. We stressed

‘that we expected a "prompt, substantlal and ‘continuous" increase

in sales and access of telecommunlcatlons products and services

so that forelgn market share 1n Japan w1ll be comparable to the

import share in other developed countrles over the next 3-4

years.

In medical equlpment a team led by the Department of Commerce
presented a draft agreement whiich included spe01flc provisions to
improve the procurement of medlcal devices and services by
- Japanese Government entities. The continuéd maintenance by
Japanese firms of an overwhelming share of their home market, to
the detriment of world class ﬂndustrles in the U.S. and :
elsewhere, despite a poor Japanese shOW1ng overseas, suggests
that forces other than market [factors . are llmltlng forelgn
penetration 1nto the Japanese medical dev1ce and services market

In insurance,; the paper we tabled dlrectly addressed serious U.S. \
concerns regardlng the closedinature of the Japanese market.
Severely limited foreign access is caused by, among other things,
a non-transparent regulatory reglme which is based on the
extensive use of "administrative guidance"; a highly concentrated
industry structure, wkeiretsu" and cross- shareholdlng
arrangements, and a highly restrlcted insurance product approval
process which limits innovation. The Japanese Government is ,
aware of the need for change and is currently in the process of
drafting legislation to reform their insurance industry.
Regulatory change should not be ‘used however, as a means to

i
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further disadvantage competitive foreign insurance providers. As
in the telecommunications and medical sectors,;we expect a -
prompt, substantial and continuous increasé in' foreign access, so
that foreign market share is comparable 'to the: import share in

other developed economies over the medlum term.;

Let me turn briefly to another Framework basket‘-— implementation
basket, which encompasses existing trade agreements with Japan.

It 1ncludes over two dozen such jarrangements, ‘among which are
agreements on semidonductors, paper, wood products, glass, legal
services and the ongoing efforts to address the ‘medical and
pharmaceuticals trade under MOSS. :

I

We initiated discussions under this basket in, late September.

Our goal is to look first at ex1st1ng agreements where progress
has been made, and to build on that progress 1n a tangible way.
In cases where limited progressyhas been made, we are determined
to move beyond process and procedural change and theoretical
opportunities for foreign firms to real 1mprovements which yield
sales for competitive foreign gocds and services. At present we
are focusing on glass, wood, and[paper. | ‘

Within the Framework, we are also address1ng both regulatory
impediments to U.S. exports, as well as prlvate restraints of
trade, in a sub-basket working group on deregulatlon and
competition policy. We are pushing the Japanese Government to
enforce their antimonopoly laws aggressively to leliminate
antlcompetltlve practices and market structures that prevent
American firms from competing onl a level playing field in Japan.
And, we are trying to ensure that the Japanese Government’s
deregulatlon efforts result in transparent government procedures ’
and elimination of barriers to the dlstrlbutlon of imported
American products in Japan.

Looking outside of the Framework, there have been developments in
two areas, the construction sector and the work of the Hiraiwa
Commission, on which I would like to comment.  On October 26, the
Government of Japan announced an "action plan"

to reform substantially its public sector constructlon market.
The plan represents a significant change in the. Japanese »
‘Government’s attitude towards th&s sector, 1ndlcat1ng that for
the first time, Japan is determined to brlng about the type of
reforms we have been urging for years. Among ‘the changes to be
made by the Japanese Government gs the adoptlon of an open and
competitive bidding system to replace the des1gnated bidder
system. As a result, USTR recommended to the Pres1dent that the
Title VII sanctions scheduled to| take effect on' November 1 be
postponed until January 20, 1994 We intend to consult closely
with the Japanese as detalls of the plan are developed through
the end of the year. This is anﬁlmportant instance in which the
thrust and goals of our trade policy, represented by over five
years of discussions and two agreements ‘in ‘the construction
sector, found resonance in the desire of the Hosokawa Government
and the Japanese people for real| change.’

{
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USTR is also heartened by the potential 'of;thé Hiraiwa ‘
Commission, a special body estahlished to recommend to Prime
Minister Hosokawa changes to Japan s regulatory structure. The
goals of the Commission appear similar to those, of the Framework,
whether through deregulation or |the removal of other barriers to
market access, to make the Japanese marketlmore ‘responsive to.

market forces than it is at present. b "W
The Commission will publish its preliminary report today and its
final recommendations on deregulatlon in December. Prompt action
on its recommendations will be needed and' we, expect that the
Commission’s findings will be translated into! real change in the
marketplace in Japan. ‘ _

These developments underline our flrm bellef that the principles
established in the Framework are fully compatlble with the stated
goals of the Hosokawa Government. We welcome: the Prime
Minister’s recent commitment to |"redouble" h1s efforts under the
Framework. The successful implementation of thé Framework, along
the timetable laid out in the agreement, will assist the Japanese
Government to achieve its stated goal of real change in Japan.
Such change will allow Japan to{confront those aspects of its
economy which. to set it apart from the rest of the industrialized
community and which detract from the p051t1ve4attr1butes of its
formidable economic achievements. S )

With this desire for real change should come a‘greater will to
assume a responsible role in preserv1ng the international trading
system, of which Japan has been|a major: benef1c1ary This will be
evidenced not only by Japan’s 1mplementatlon of the bilateral
Framework, but also in its contrlbutlon to a successful
conclu51on of the Uruguay Round! With a llttle over a month left
to December’s deadline, Japan most be prepared to place their
best offers on the table. Tokyo continues, to protect its
financial services and agrlcultural sectors. 'And its tariff-
offer must be widened to include "zero for: zero" tariffs on wood
and paper, and harmonization in|the chemlcal sector.

. ' | \
Let me now turn briefly to APEC|-- the Asia Pacific Economic
Cooperation Forum. Next week’sl|events in Seattle will mark an a
vital step in the development of the promising regional forum
APEC. As chair of APEC this year, the U.Ss. has‘selected the
development of APEC’s role in reglonal trade and investment as
its theme. Towards this end, we have proposed a Declaration on
an APEC Trade and Investment Framework that would take APEC
beyond its current role as a fac111tat10n andlcooperatlon forum
to a policy making role, to be expanded gradually through
consultation and consensus among its members.\ This proposal has
been recently approved by APEC Senlor Oofficials and will be
presented to the Ministers in Seattle for adoptlon. In addition
to the Framework Declaration, the Mlnlsterlal ‘Wwill be presented
with an "eminent persons" report settlng'out recommendatlons on
APEC’s future direction and role. Trade liberalization and

building blocs to a Pacific trade zone w1ll be topics for
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discussion by the Eminent Person’s Groué (EPG), and should
generate broad discussion among the Ministers. ''It is hoped that
the APEC will spend the next year studying‘the report and its
many recommendations. Finally, [the President ,will hold an
unprecedented meeting with the leaders of the APEC economies on
November 20. The Leaders are e%pected to address such issues as
the growth in and direction of their domestlc'economles to the
next decade, the growth in and dlrectlon of the . regional economy,
and areas of cooperation among the APEC members. The Leaders
Conference and Ministerial hold |long term promlse for the country
and for global economlc growth. D

' oo Pl
We welcome the opportunity to'work closely'with you, Mr. Chairman
and members of the committee and the Congress on bringing the
Japan Framework to a successful conclu31on, and in charting the
course for enhanced reglonal cooperatlon under APEC Thank you.
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Remarks to APEC CEO Syﬁpoéiuﬁ : |
by Deputy U.S. Trade Representatlve

Charlene Barshefsky _ .
17 November 1983 - »

Introduction . A ~ ' f IO

o Delighted to be here this morning to fead?bff this panel
discussion on APEC. : ' N ‘

T

‘ | by 3
--  Sorry Ambassador Kantor could not be,tbday, I know he

{A&yvd would have been honoreg to shaie 'this panel with such
(ﬁﬂg\ A& } - distinguished colleagues Wu Yl, Minister of Foreign
'pl,&’ ’ Economic Cooperation and Trade, frcm ‘the People’s
‘V@Ov}- Republic of China and Bllly Jeodono (Yoodono) Mlnlster
VA of Trade for Indonesia,. o
.0 'This concrete demonstration of high-level ﬁrivate sector
icommitment parallels the offficial APEC meetings this week.
,'r<§%9 jI'hope that in the future, [the prlvate sector will become
0&1V¥A) more dlrectly involved in APEC'S work i and: continue to be
. involved in Ministerial week activities. .
f\. t“j@ - The Clinton Administration |sees APEC as anllmportant vehicle
iVljﬁ;L ; for forging new relatlonshlps with our Asian and Pacific
h '\\ neighbors. We support a stronger, more active APEC that
égVﬁ\ﬂﬁ h will become the forum for regional trade expanSLOn and
’ \qrfwﬁ ’ ¢ investment liberalization. o
N /“( P
: 7% &\ | APEC is the best venue to foster broader economic
59
A 4 cooperation in the most economlcally powerful ‘and
1S
\XD D Wﬁ\ ﬁvmk dynamic region in the world. f . ;,;

\*d“@ VJqo We believe it is 1mperat1ve for you to part1c1pate in this
//,//’ process with us. For it 1s you, our business leaders, who
( XY} ~  have forg@d this path for APEC Your companles have spurred
fl the economic act1v1ty and growth 1n the reglon

-—7
////”//Ti I would like to review some of the181gn1f1cant ’ ,
m\CN ., accomplishments of APEC this year which,!'I believe, will
i\ AL entice the business community- to expand 'its participation in

1

\!J( (}Ju\f\n o our dlscuss.‘Lons ' | ; ’

f\ o Then, I would like to hear your idéaé on how best to include
//J///NJ private sector representatives in the APEC process.
' . l R )
~ EPG Report ‘ ‘ o
o APEC Ministers established a group of eﬁiﬂent persons to

challenge members with a JlSlon of APEC’s future. The
" report completed for thls!Mlnlsterlal sets out a general
description of economic condltlons but also discusses

threats to our future Qrosperlty ‘ b
N |
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-~ ' The report highlights t
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! s
he critical 1mportance of the

multilateral trading system and the Uruguay Round,

noting APEC’S$ potential
multilateral process.

-- The report also propose

expand cooperation within the reglon and that,

role in "ratchetlng up" the

i

s that APEC accelerate and
over the

longer term and through a building block approach APEC

create an Asia-Pacific

Economic Communlty aimed at

eventuallz establlshlnq free trade and 1nvestment with

the region.

I know you all will have comments on that!

tc hear your views on how tc
proceed at all.

‘:l
' ? [
i ' o

APEC will need
proceed--or if we should
‘ CEEE

i | k
: |
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Declaration on Trade and Investment Framework

O

Expandéd'Work Program

@]

Ministers are expected to ad
Trade and' Investment Framewo
its current role as a facili

a policy making role.

[ Do .
opt a Déélaration on an APEC
rk that Wlll take APEC beyond -
tation and cooperatlon forum to

' .
t '

-- The Declaration establishes a perﬁanéht Committee on

Trade and Investment.
growirig importance with
role APEC can play.

-~ It further directs ‘memb
to expand trade and cre
climate.

Important work has already b
working groups, which addres
as telecommunlcatlons,
resources. These groups are

tranéportatlon,

This development signals a
which APEC members view the

i : .
ers to moré actlvely find ways
ate a more attractlve investment

| i

een*accompllshed in the ten APEC
s practical issues in areas such
,tourlsm, and marine
where we have enjoyed most the

participation of business eﬁperts and we d llke to build on

this further.

Significant projects in the
group, such as the Customs G
of a tariff database, and pu
guidebook also have benef;td
sector.

APEC will adopt a new trade

be undertaken by the new Committee.

ongoing work (i.e., customs,|.
advance and APEC will work t

implementation of the Uruguay Roundlresultg,

i [
Regional Trade leerallzatlon
uide and Symp031um, examination
blication of -an investment
ed from: 1ngut by the business
S :
and investment' work program, to
In this program,
investment, standards) will
ogether actlvely on
trade pollcy
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aspects of small and medium.
issues raised by the Eminen

bus1ness creatlon and selected

t Persons Report

We’'ve tried this year to recognize the lmportance of UR

implementation and the resource drain 'that, w1ll place on

many APEC members this year|

overloaded the initial trad

Need to develop this agenda
assistance taking the agend
take.

Concluslon
" The task before us, then; i

continuous dialogue between
business representatives on

o

As most of you are awa
established private se

includes a newly- formed sub-group
chaired by Hank Greenberg)

Also

-3

el

re,
ctor adv1sory syetem which

Therefore, we’ve not
and 1nvestment agenda.

further next . year with your

a as far as APEC consensus will

1
o
Pl

[N .

t

l

s to establish'ah open,

‘government off1c1als and
APEC 1ssues~-at all levels.

the Unlted States has a well-

(in the ACTPN. and
on APEC.

1
f

. .
1

.
|

we have the actlve prlvate'sector groups ‘in this -

room who will be key actors.

We hope that our fellow APEC members also ‘will reach out to

their business sectors so as to prov1de APEC with a fully
representatlve collection of v1ewp01nts from the entire APEC

region.

Eij

We have had an active debate by Senior Officials this week

and are looking at a variety of ways to accompllsh this

goal. This subject will be

on the Mlnlsters schedule later

this week and I dare say even on that‘of the APEC leaders.

Some initial ideas suggested are spec1f1c presentatlons

'by business/private sector representatlves on issues in

the Work Program throughout the year;

and business/

private sector meetings held on the fringes of APEC

Senior Officials’

‘Let me stop .there because I
views.

and Mlnlsters

meetlngs

X‘

would really llke to hear your

We can begin our open dlalogue on APEC issue between.

government officials and the business commuplty right now!

November 18, 1993 (8:15AM)

CEO.TPS
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- Delighted to be here this morning to lead off this panel

i

discussion on APEC. | !

-- Sorry Ambassador Kantor could not be ‘today, I know he
would have been honored to share thlS panel with such
distinguished colleagues Wu Yi, Minister of Foreign
Economic Cooperation and Trade from the People’s
Republic of China and Billy Jeodono (Yoodono), Minister
of Trade for Indonesia. . ;|~; , .

‘Thls concrete demonstration of hlgh level private sector

*commltment parallels the official APEC meetlngs this week.

”I hope that in the future, ‘the private sector will become

more dlrectly ‘involved 1niAPEC s work and contlnue to be
vlnvolved in Ministerial week act1v1t1es

The Clinton Admlnlstratlon sees APEC as’ an important vehicle
for forging new relatlonshlps with our A81an and Pacific
neighbors. We support a stronger, more'active APEC that
will become the forum for reglonal trade, expan31on and
investment liberalization. = :

(S . 5
0‘10 ﬁ \“ ,- APEC is the best venue to foster broader economic

e
\f“
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Wl cooperation in the most economlcally powerful and

ﬁﬁ dynamic region in thT world. L

We believe it is 1mperat1ve for you to part1c1pate in this
process with us. For it is you, our business leaders, who
have forqed this path for |APEC. Your companles have spurred
the economic activity and growth in the reglon

I would like to review some of the 81gn1f1cant .
accompllehments of APEC thls year: which, I believe, will
entice the business community to expand its partlclpatlon in

“our discussions. N
. ] M;"

Then, I would like to hear your 1deas on how best to include
private sector representatlves in the APEC process.

PG Report - -J : 5 ; f f
APEC Ministers establlshed a group of emlnent persons to

J

challenge members with a vision of APEC’s future. The
report completed for this| Ministerial sets out a general
description of economic condltlons, but also dlscusses
threats to our future prosperity.; L
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aspects of small and medium business Creatlon and selected
issues raised by the Eminent Persons Report

We’'ve tried this year to recognlze the*lmportance of UR
implementation and the resource drain that will place on
many APEC members this year. Therefore,,we ve not
overloaded the initial trade and 1nvestment agenda.

Need to develop this agenda further nextxyear with your
assistance taking the agenda as far as  APEC consensus will
take. o Do

Conclusion P ifs

The task before us, then,| is to establlsh an open,
continuous dialogue between government ‘officials and
business representatives lon APEC. 1seuee-fat all levels.

-- As most of you are aware, the United States has a well-
established private ;sector adv1sory system, which
includes a newly-formed sub-group- (1n the ACTPN and,
chaired by Hank Greenberg) on APEC

- Also, we have the active prlvate sector groups in this-

room who w1ll be key actors. | |

We hope that our fellow APEC members also will reach out to
their business sectors sg as to prov1de APEC with a fully
representatlve collection of v1ewp01nts from the entire APEC

region.

We have had an active debate by Senlor OfflClals this week
and are looking at a varlety of ways to ‘accomplish this
goal. This subject will |be on the Mlnlsters‘ schedule later
this week and I dare say|even on. that of the APEC leaders.

-- Some initial ideas suggested are spec1f1c presentatlons
by business/private|sector representatives on issues in
the Work Program throughout’the year; and business/
private sector meetlngs held on the' fringes of APEC
Senior Officials’ and Mlnlsters meetlngs

Let me stop there because I would really llke to hear your

views. We can begin our|open dlalogue on APEC issue between

government officials and the bu81ness community right now!

!
H
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