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i I 
STATEKEHT OF

I I 
ii, ' , 

AMBASSADOR CHARLENE BARSHEFSKY , ! II ,I, " 
I, 

DEPUTY UNITED STATES TRADE,' REPRESENTATIVE
Iii; , 

ON TRADE POLICYTOW.AR.d CHINA 
, I I: , i,' , ' j , 

BEFORE THEI I
I I: 
, i I 

HOUSE WAYS AND MEANS
I ' I 

SUBCOMMITTEE ON TRADE
Ii' ,

,I ' i ';IThis Administration has ,clear g01.15 that it wishes to 
f i 

achieve on trade with China. II First ard fore]Jlost, we intend to 
i , 

pursue markE!t opening initiatives for: U+5. goOds and services.
I ' I!:' ' 

u.S. business should have access to 1f.hel Chi:n,ese market comparable
I 

to that ava:Uable to China and our t~ading'
I' 

part~ers in the united 

states. Second, as a resultl ~f qrea~e~ comparability in market 
, : . I , 

access, we would expect mor~ rapid c;fo~ ;i~ our exports to 
I I 1 ,', 

China, grea,ter than with the grovthof IU. s. 'Imports from China in
,"" ' j , ! • " 

recent yeal,·s. Finally, and!'perbaps I~oft important, we must work 
. I. I ,

to ensure to the max~mum extent poss~ble that China accepts theI 'I,:,: 
rule of la11 as it applies to trade .!.- tn,lat is, that China's tradeI ; 
i " 

and econ"",ic policies are Tnsonanti With international norms. 

China's Market jPotenti'al
I i I ',: ' 

Chine. is now the fastJst growling !major economy in the world.
I I I " 

,Ill 1992, its economy grew at an official rate of 12.8 percent, 
I, I I 

with growth in the boOming! cities ~lorg ~he east coast at even 
I I I 

: Ihigher rates. 
I 
I 
I 
I 
I 



: ' 
I : 

, : I
Over the past decade, China's global trade has grown on , ' , I 

! " I I ' :. ,I " , 

average by mo:re than 11 percent annuali-y I,--twice the rate of 
I I 

world trade q:rowth -- increasihg fre. ~eJs th~n $40 billion in 
I : 

1980 to $165 billion in 1992. While changes in accounting
, I I, 

methods bave.reduced the ostensible si~e iOf China's fore'ign 
I 

reserves, they are still formidable. [n Itrade terms, China is no 
1 1 ' ! ' 

longer a poor nation. I 
! 
, I 

The growth of our bilateral tradeI relationship with China 
, , Ii' I I,: 

over the past 'decade and a half has been dramatic. Our two-way 

91,; f $ b' I'11. ~-! t: th $trade h as grown rOlll 2. J 1 iLon..ua 197, 0 more an 33 ' 
i I: 

billion in 1992. The united states isl nOw China's largest export 
~ ii' ,

market, with more than 30 percrnt of Cf1i~a's exports going to the 

united states. Americans imported .or~ti.han $25 billion ofI 'I 

Chinese goods in 1992. 
i I

ii, I ' 

our trade relationship, however, is ibadly out qf balance. 
I Ii. 

The bilateral trade deficit stood at $118 ~12 billion in 1992, up 43 
I": 

, I I I 

Percent over: 1991. The, deficit reached $4.2 billion in the first , ", II 

it! tb 'ithree months 0f 1993 -- up 23 percen iVi ,e same per ad last 

year. In lig':ht of the lack of comparability' of market access
I I ' 

, . I, 

between our t~wo countries, we pannot abide Chi,na'shuge and 
i ,I I ' ' I 

growing tradEI surplus with the 
united st~tes,lnow second only to 

I 

I 
I 
I 

tbatof Japai:l. 

China's planners import proportionately more from the
I ,! i i 
, i i 

European COmDlunity and Japan than fromi tt1e United states;.
I I' 

. i' ii, i . iAccording to former trade m1n ster and: c~ren~ V ce Prem1er L 
I I I 

Lanqing, in J.992 China's importts from itn, ,~opean Community and 

I 
I 

2 ! 



, ! 

Japan grew a1:,a rate approxi:mjtelY doJbI~, th~t of imports froll 

the United States.' Not onl; is our dJfibit''''ith China" : I 'II 

unacceptable, but our trade 'pattern vis-:a':"vi~ our foreign , I 'I 

I I 

competitors is disturbing aqd must beireversed. 
; i • 

China needs the produc~s and serViqes that U.S. companies 
• 1" 

I 

are the best in the world at providing. ! In addition to supplying 
I , , I 

China with,wheat, fertilizer, and woob. "7- products that we have 
I I 

long sold to China -- the mix of prod~cis that we now export is 
I i I 

dominated by the high-techn~l,ogy sectbr~ in, which we' excel. 
, • I I: 

Thus, the utlited States expo,lit/,ed $273/ JIl~llion in wheat and $629 
I I I, ­

million in fertilizer in 19:9~, but 0ier! $2~illion in aircraft 
• • ! I 'j ,

,and parts aJ:'1d over $1 bl.lll.oI;\ in co.put~s and power generation 
i I ! I ' 

equipment, .:llong with subs~antial sales; of, E7lectrical machinery, 

telecommuni'cations equipme~t j and sc~en~iiid and control 
! ' 

instruments. 

In addition, U.S. investment in china -- which in many, I 
: I , .: I. " I 

respects augurs an l.ncreas~ in trade I -- reached record levels , , " I 
! I ' 

last year, totalling over $1.5 billion'l with total pledged 
I 
! i 

investment above $6 billion. More than 550'companies now have 
I I 
Ioffices in China. I 

Oppo~tunities for enormous expabsionof U.S. exports -- and 
:II I: 

thus for creation of high-wage e.xpot;t jobs ,.:.- are plentiful,
I' ' 

provided t:bat market acces~s barrie~ a±e reduced and eliminated. 
I I I '" I 

China estimates that it will requir~ me,'re than $350 billion in
: I i J 

imports ov'er the course of its Eighth Five :Year Plan, which will, I ii' " ,
ii,

be complet:ed in 1995. For its partj tpe ,U ~ S. -China Business 
I 
I , 
I 
, 

' ,! ' 
3 
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,, 
i , 

council estiDlates that the market for ipower generation equipment 
" I I I "" \ 

in China ovel~ the next 25 ye~rs is $40 tp $100 billion, for 
, :1 I '. ' 

aircraft and aerospace over $40 bil!'i«?n ~verthe next 20 years, 
~ 'I • ~ j '. ~ 

for telecommunications about $30 b1ll10n l over, the next five 
I I , .. , 
I j!, _ 

years, and f(o)r auto parts, $f9 billion or'erthe next three years. 
I I 

I i I : 


In shor1:, the boom in China's economy, support for change 
~ I I, I " , ' 

within China/'s leadership, apd theenormous potential of China's
l 

, I I I ' 

market for ti .. S. companies prov,ide the iun!!ted States with a rare 
I ' !, , 
, 'I', 

opportunity to press for opeh and fair m~rkets in China. If we 
oJ : I I ~ I 

wait, we may find that our industries I are placed at a permanent 
I I I I; , 

disadvantage relative to thosd of our!tr~diDq' partners. 
I 

, : 

I 
1 ' I 

MFN FOR CHINA 
I , 

The Prel;ident's decisioh on Most i Fa!vored!' Nation (MFN) trade 
i ! I " 

status for Cbina firaly expr,esses the IA~in~'tration's resolve 

that China m1L1st take essenti~~ steps ~o~ard improving i ts h~an 
I : :,' 

rights policy and cOliplying ~ith the pri1son l:abor Agreement • The 
i : I:' " 

ACiministrati!on is cOJIDlitted ltd elimin~tfon of human rights abuses , I I 

in China. ! 
, , II I 

At the same time, the *iSident't ,ec~10n recognizes the 

acc,elerating' importance of China's market to the United states , , I I: 
1 : 'i 

and, more broadly, the impor'tctnce that the success of China I s 

effort to modernize holds f~r 

The Executive Order of May 2'8 

will renew China's HFN status 

riqhtscriteria, and will u~e 

I i 

our dom~s~ic and global interests.
Ii,
I ' 

thus st~p~lates, that the President 
ii' , I ' 

on the basis of explicit human 
! I ' 
I ' , 1

all leqrl Itool~ to resolve issues 

4 



, ; 

of weapons prol.iferation 'and l Jrade., ~it.h respect. to the latter, 
, I I 

the President: committed his Administrati,bn ~. "pursue 'resolutely" 
I I 

all legislative and exeeutivf actions Iav~il~le to ensure that 
" ! I • • 

China follows fair and nondiscriminatc;,ryf tr~de practices. 
I I 

, i I 
I9LICY ON TRADE WITH: CIUllA 
. , I I I 

China ml.intains one of be most ~rorectionist trade regaes 

in the world.. It has put in: Jlace muitiple, overlapping non­
, I I j I 

tariff barri,E!rs to iDports ahci maintainsl premif.bitively high
I I: i 

tariffs. While China6 s export regime I'ha~ undlergone a remarkable , I : '., 
transformatiC-m over the past; decade, iurhinq ~ina into one of 

, : i I I I 
'the world's ~lOSt formidable ~xport enJinrs,~ina's import reqime 

I I ; i I . ' /'
I : I I ' 

remains the (:reature of centra!l Plannirs' and ~tate bureaucrats. 

And China's market for servi~~s remairts closed to all but a fev 

companies thclt are allowed iil only on lanl .e~rimental" bas~s. 
Strong, pent-up demand in China tori adVanced and other 

! ' 
I 

, products on ,the one band, an~ China 's ire~trictive import regiJae 
, ' I 

, 
,I 

' 

' 

on the other, I' has led to the: irekation iOf! a l:-geh~nd ~OWing grey 

market for g.()ods. That .grey mar et, acc~ss, tp W l.ch 1.8 often
II Ii' ' 

determined by illicit busine~s practicies, r~ins largely off-
i • i ' , 

limits to u.s. companies. FO~ many sf:Tct~rs, the grey market for 
I ,.'

goods is' subi;tantially larqe±­ than thJ 
I 

offici~lly-sanctionedIi' , 
" :market. I 

, I I 

China's rapid growth ha~ :thus sp~wnfd a' "vild west" 
I I I 

mentality on trade that often ihas lit1lerre~ct for rules or 
, 

corruption have: made that situationinternational norms. Growing 
I , ,I ' 
I 
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I 

, I "I: : 
worse. A fundamental tenet 	,Of our trc;t.dei policy toward China,

, I I", 	 , 
therefore, is,' the establishlDet.t of a sollidframework that makes 

; /' 	 , 
• I .I I ,

the rule of Jlaw a basl.s for 	'China's conduct of trade. A second
I ::'",

and equally :i.mportant tenet,' 
I 

is that 0;'. s J 'companies must have 
I I I , 

access to Ch,ina' s markets comparable Ito ithat .afforded China I s 
. I : I ' 

I I 

exports to the United states.1 If Ch~ne~e business has the 
i i f 

ability to trade and invest; 	~reely it;' the United states, then 
, I I I 

u.s. businef~s should have th~ same riqhts In, China. That, after 
: I I' 

all, is the -equality and J¥.u~ual ben~f~tn 'that qirds our 
I 	 I 

bilateral trade Aqreement.' 	 I I 
I I 

; I 
I 

' i I 
Trade Agreements. The :trade aqre~ments that we have siqned 

I , 'i: 
with China represent import~nt step. toward creation of a solid 

: I I I '" 
framework :Eor the U. s. -Ch~n~ trade Fel,~ti-onship. The 

; I I I 

intellectu,al property riq~tr Kemora~d'r of, Understandinq (HOU) I 

, ,I ! I 
siqned in January 1992, commits China:to the establishment of a 

I I ! i 
Iii ' 

world-cla~,s leqal structure 	for th~ p~otection of intellectual 
, I 	 ,. I I, 

property. The market acc,ess MOU, sighed' on october 10, 1992, is 
! i i 

based on (;A'l'T rules and discipline~. I It qommits China to make 
, I '1 I ' 

sweepinq .chanqes in its im~ort admin~st~ation over' a five year 
: I' , ii' 
, I " period. We intend to neqojtiate f~er .aqreellents that broaden 
I j • I 

: I ! 
and strerlqthen the marke~ iaccess ~ra,ework reflected in the 

, 1 I: 
initial nqreement. Let me take each: of these aqreements in turn:i 'i' 

I 

; I 
I 

, 
, 

I
I 

~ellectual Property RightsiProtectinq intellectual 
: I I ; , ' 

I 1 
property is vitally important if u.s. inqustries are to maintain 

i i
I! I I 

I 

II 
~ 

I 




i i 

their comparat.ive advantage i,n the high-technology sectors they 
, I; , 

I 

dominate. At the 'same time, :Chinese l~aqers have recognized the ' 
, : I : i'" 

importance of' protecting intellectual prqperty., Deng Xiaoping, 
, Iii, 

in the spl;'ing of 1992, made that point! s1..1-ccinctly when, 'in a
, I Ii' ! 

statement tha11: was published: in the People I s Daily, he declared , ; I ': I i 
that China should "abide by internatidnal rules;on intellectual 

f I ; 
propert:y.­

I ! 
, I I" I 

In the I:PR Aqreement, Olina made 'ibotd ~o,Jmnitments to bring 
I I ' , 

its "hitherto poor intellectual propert;y :,rights regime to world 
i ! r 

class standards. For example: , 
I 

I I 

: I :, 

o On copyr'iqhts, China 'has ,joined thei Berne Convention on 
; , I r'I ' 

Copyrigbts and the Gene:VJphonoc#-aml Convention, issued
I j i . 

regulat:i.ons implementiD; the Ber~e bonvention in China, and 
• r , : I " 

prolllise~l to protect exis~ing copYrighted works. 

China hus raised the le~JI of prbte,ictio~ for computero 
ill I ,:

softwarl!. China now protects computer software as a 
, Ii" : 

literary work as defined by the ~~ne Convention. 

o On patelnts, China has Wen si9T1ifica~t:steps to redress 
I ! " 

., ~ I .; 

weaknesses in' its patent regime,! i~cludfng amendment of its 
iii ' 

patent law to extend protection beyond processes to 
l.' I ch . 1 a hi:ti'ca,'I: oducts.aqr~cultura em~ca an p armace'f pr 

I 

I 
While we have made a gOod start'! m~ny p~oblems remain. 

;1 I 
Piracy of cppyrighted works: and pate~tef products is still 

endemic in (~hina and the ChlJese qovJrnment ,has done little to 
I I I: 

bring it under control much ]Jess elimin~te', it.. China does not, 
i 

7 
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i 

'. ii,


have an effec"tive IPR enforceme,nt agenFY :and Chl.nese law offers 
I I 

no criminal penalties for offerders. fl~ar~YI on enforcement, 

China lags well behind most co\mtries:in the region • 

. The International Intellebtual prbperty Alliance notes that 

piracy in China of software, ~OkS, aU~io records, and music and 

motion pictures remains seriou~. They: eJtimate that, in 1992 
, : 

alone, U. s.. industries lost up~ards ofl $115. million to copyright 

piracy alone. last year. In adbition to ~arket barriers, the 

absence of effective IPR prote~tion isi ti/e ~eatest hindrance to 

access to China's IUlrket by thr reCOrd:in~. motion pict~e. 
computer software, and other industriels •.
.' . I : I . 

We have informed officials of Chi1na'l s trade ministry -- the 
. .. Ii· ' ' 
Ministry of F'oreign Trade and Economic, Cooperation --that we 

expect China to enforce strictllY IPR IlawJ, and' .retT111ations. We
1:''''­. II

intend to hold consultations on enfordement'of intellectual
I',Iproperty righits, with the aim ,of reachinq agreement on a strict 
I I 
I
I Ienforcement %'egime. 

I 

,,:. 
. .• I I

Market Access Agreement. Chl.na's, commitments here are 
I ,I 

sweeping. Btlt. the Chinese gOiernment ihaf noti ' lived up to sOlie 

important obligations under the AgreeDient. 'china has missed some 
, I I . 

important dec:ldlines. It has not openJd 1.-ts m'arkets to key U.s. 
I 'i: . 

I 
I exports as S1.'tbstan~iallY as p,omised ~n fhe' Agreement. We are '. 

now holding discussions with Qhina to !ensure .full implementation 
I : I' 

of the Agreenent. If China does not fulfill' fits commitments, ve . I . 

iviII act decisively. 
,' 

8 



, i I I ! 
The ,markl!t access MOU, Sl.red on Fober: 10, 1992, commits 

China to wide·-ranging liberalization of its import regime. That
" I I, 

.' I i I
commitment, made at the hl.gheSj levelsi Of: the :Chinese government, 

if completely fulfilled, contemplates, tmp'recedented access for 
, I I" , i 

U.S. companie!; to China's market in virtu'allyall of our key
I I 
I :export sector:;. I 
I 

, I, 

Under thta Agreement, onerous imp0'['t ricensing requirements 

and administrative barriers SUdh as "c6nt~01~,;· "restrictions, II 
, I" 

and~ quotas w'l.' ."ll be h d t ~ , ! t I 't I " p ase ou L,or compu ers,' e ecommunl.catl.ons 
, I. I ' 

eqilipment, heavy machinery and ielectroiiC~ pr~ucts, instant 

cameras and instant print film'j agricutttal. q,OO<!s, wOO<! 

products, stet!l, and many othe~ goods. Chin~ bas already reducedi 

some prohibit:Lvely high tariffs, effectivl Dedember' 31, 1992; 

further signij:ica~t tariff redJctions eke! to '~ implemented, by 
, I I! 

year-end 1993 .. 
i I 

Equally important, the Chinese go~eriunei1t:has acknowledged 
, i! ' 

that it has fc)r many years used restricred iii in~ernal· or neibu 

i! •trade requlations or secret dire,ctives ;to ,Ilake, commercial 
Ii: 

decisions. III the Agreement, China has promised to make' its
,I, !; I 

, trade regime transparent by publishing iali trade laws, rules, and 

requlations, ~nd by issuing rulls that :,fO~bidtanfOrceaent of non-
r ii' ,l

published regulations. China will also make, its obscure but 
I 'I 
, I 

,extremely impc)rtant import approval process ~Ptan and transparent. 
, I I I 

China ha~; also agreed that it wil~ n6t use standards and 
I ! 

certification requirements 'as ~rriers ItO Itrade, particularly in 
i.l ' , 

agriculture. ' It has promised to 
i 

base sanl.tarYland phytosanitary 
i : I , ,; 

., 
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1 ; 

standards on 150und science -- theprinfi~les;, of which will be 

negotiated with the united sta~es - W~i'i" should clear the way 

for U.S. expo:rts of fruit, vegetables and oth~r aqriculturalI I', 

products. Fo:r wood products, China CO~fi!rJDedthat domestic 
I 

r I ' 

regulations banning the use of wood in, d~mes;t$c construction and 
, ' 

I 1 I 

other projectlS does not apply t.oimported, wO,od -- thus opening up 

a potential $1 billion market to U.S. fi~. 
iiIWith the:se and other commitments, ! Chiina 'has pledged to open
I! ' 

its"doors to'10.S. exports over the'next f!ive U;ears. We will take 
, ! .I: 

'all necessary steps to ensure ~at Chifa fUlfillS its obligations 

under this Arr:reement and opens these markets • .,. ! ' 
, ! 

AccessiQn to the GATT. The United s~ates' is committed to
I I ,:

I I!: 
"staunch1y su;pport- China's acqession' ~o ~e GATT and to work 

I ,," , 
constructively with China and other GATT contracting parties to 

I 'I 
achieve an -a,eceptable protocol- of accession.' Under the 

I I 1 
! I 

condition that China's protocol of accession'l:must be a strict and 
I :, I ' 

detailed one that further open~ its matkefs arid commits it to 

significant r'eform of its tradJ regimel ~e A~inistration 
, ,I ! I :,' 

regards China's eventual accession to the' GATT as an important 
I i I'i'step towardf'urther opening China's Ila~ke:ts and holding China to 

i 
international norms. I 

I 
In the past year, U.S. negotiators hrve , p,articipated in four 

I I 
I" ,i i 

meetings of-the Working Party £or China in Geneva in concert with 
I I 

I I 

many other' nations. They have also held a round of bilateral 
\ , I 

'discussions with the Chinese in Beijin~. IWhil,e the Chinese have 
I' ' 

i I 

10 
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i' 

I 
j' \ , 

1 i 
expressed interest inreachin9 agreeme,nt Ion an acceptable 

protocol, to date there haS n~t been s:iqnific~ntproqress in that 
. I I.i 

direction. Cnina cannot ente~ the GA~ qn its own terms but must 
• ! I 

subscribe to ,GATT norms -- something cpiia has not yet been 

will~ng to do. , 
I ' 

i LI! 
Textile 'l'ransshipments. ~extile hr~nSShipJDents, .estimated 

I· . 
I I " .' . 

by the U.S. customs Service to be $2 billion annually, violate 
I' , 

Chifla's bilat,eral textiles Agreement abd iare"~ major threat to 
I !., 

the integrity of the international reqtmf!i qov~rninq textile 

trade. Ii' 
• I • . I I .. .

The Admiilistration 1S CODm1tted to combatt1ng Chinese 
Iii .

textile trans!:Jhipments.' In the last several months, China has
i , ! 

adopted severill measures, some at our ins1.stence,
I I, 

to stem 
" • I !. I ,

They have proven l.Deffect1ve.' Unfortunately,transshipment~:J. no 

. bl it' . t 1. t ~'h I. dI • not1cea e re( ":1C 10n 1n ranSSldpmen s '[ ar oc~e • 

The AdJllii,istration insistf that Cl)ini' eli)Dinate illegal 

textile trans!;hipments. The ultimate ~esl:>onsitdlity lies with 
I Ii' , . 

the Chinese q()vernment. Fori our part, Ithe U.S.• CUstoms Service 
I I ,I.· 

, I 1, ; 

will continue to monitor transshipments. IIf China is unable or 

unwilling to accept its ObligaJions toitr~de :fairly in this 

important sector i substantial Jlterati~ns I. in .:tpe manner in which . 
f) ; :!. ,I I,

this trade is conducted will be made bYir' the United States. 
, I! i 
I i 

SERVICES 
I ' 
i I . I 

U.S. companies that have Jntered China's market are severely 
! ! 

11 
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<. 

i j 
I j 

limited in their ability to e~and and to provide the full range 

of products and services avai~able to :IChinese customers. In most 
II 1, . 

instances, u.s. companies cannot offe~ after-sales service, do 
I i I ! 

not have direct access to sales and di:st~ibutlon networks, cannot
I ! .. 
, . 

own or manage their own retail outletsI' ~annot operate leasing. 

companies or :tlolding caapanies in Chin~, iand are otherwise 

restricted in their access to a vast abr~y of: business and local 
: ,

• i ! ' , 
customers. I:f U. S. industries are gOJ..f9 ito establish a long term 

and'" successful presence in China's market;s, they wi11 need to beI I I 

.able to draw IJn a highly articulated s~ices: sector. 
I I,. : 

The marki!t access Aqreeme:pt setsi:he:. stage. for the opening 
I ..' 

of China's p01tentially extensive market f6r ;s~rvices.we have
I : I .' 

asked the ChiJlese for:mally to begin .ne~ot~ati6ns on services that
I ! - . 
: . Ch· I I 'kwould lead to an Aqree.ent openJ..ng J..na's mar et to U.S. 
I . i I 

companies. w,~ are now awaiting a positive response. 
! I 

. I ;! 
Complementary Issues , I 

If our mclrket opening initiatives !are to ,be fully effective,. . I
I 

other complemE!Dtary. efforts to expand ~.S1 exPorts to. China will 
~ I' 

be requ~red. Expanded trade P10motion :ac1pivit:ies in China are 

one necessary component. Through active hade~ promotion', - .-..I .ii, 
activities spc1nsored by the De~artment :Of Ico~~rce we can take 

better advantaLge of the market !opening ~e~sure~. that we have 

achieved. 
I'

I 
. 

Similarly, the Adilinistration musti r~View:the effect of 
• I : i .. 

export controls on our h1gh-technoloqy r~rts. Generally 
'I I 

12 I 
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.. 

I 
speaking, cont.rols are the strictest in akea's 'where the United 

. . I . i i . ' 
States is most. competitive.. Tl"ie raPidityi wi~hWhich 

, I I ' ; ,
technological advance occurs of!ten meaJ:ls~a~ ,our export control 

policy lags w~,efUllY behind coJmercial' re~li:tY, draining the' u.s., ' I' I ! 


of substantial.' export opportuni,ties. I!: ,I
I I' , , 

We someti.mes require exporr licen~es! on ~roducts that the 
I . ' Ii·:· .'

Chinese are nClw producinq themselves --:' and that our competitors.: i . 
'I ,I 

in Asia are elC':porting freely in:to Chin~. i It' i~ not surprising 

that many companies have told u~ that J~rt:ccintrols are among. I ,-rr· 
the most important barriers to ~xpandiJg ~ade,with China. 

I Ii. , 
Export opport~~ities will be achieved ~otlonly' in negotiations 

; I , 
, iii ' 

with the Chine:se, but also in a review :Of ith~~e barriers to u.s. 

exports imposed by our own coun~ry. ~e tdministration will 
Ii!' . 

consider steps, to ensure that the expoz:tt 90ntr~1 system continues 

to maintain th.e integrity of oJ:. natiodal ise~ity and foreign
I . I 
I ' ,

policy, yet functions in a fashion that: d6esnot unnecessarily 
! 

,I ;

encumber our c:ommercial goals. 
I 
I 

, " ' 
r 

.. conilusion i ,i ,. ' 
We have 'an historic opporttplity tol e~andlour trade 

I 'I I 

relations with China and to help create: hUndrreds of thousands of 
, I " 1 : 

high wage jobs here in the United states through increased 
. I I I ,,' 

exports. We have a great stake, not only !from la global, 
, I 
I : " 

strategic perspective, but also from a domestic perspective, in 
I ! 'I 

opening China's markets andlenSring th~t lIChi,n~, plays .by the 
I . 

rules. We will make every effo:t:'t to see ~at' this happens. 
I 

I I 
[3 I 
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~SBY II .' 
DEPUTY U. S. TRADE REPRESENTATIVE 

CHARLENE ~ARSBEFSKY: . 
BEFORE THE ANNUAL MEETING OF THE 

U.S.-KOREA BUSINESS qO~CIL'
I ' June 1!5 1993',! :. , 

,I . 
I ! ' I 

i , 
It is a pleasu:te to be with you today. ;I 160';" that the Business 
Council has bee:n an active and censtruct;ive advisor' to the U. S. 
and Korean governments in our joiilt effort!? tcp'expand commercial 
ties. The Offi.ce of the USTR isl very irite:tested in maintaining a 
close working relationship with key privat$ sector organizations 
such as this one. '. I :,;: .I. 

. , I .' , 

Our discussions this morning ha"1e particul~r s~gnific~nce for me: 
One week from today, I leave for Seoul on rry f1rst tr1p as Deputy 
USTR for the annual U.S.-Korea Economic iSub-cabinet 
Consultations. . I 
These will be. t:he first senior-level consultations between 

officials from the two new Administratidns~ and they will be


I I"

followed about two weeks later ~y Presiden~ Clinton's meeting 

with President Kim Young-Sam in Seoul. I 
 I

' I I' . 

These two meetings give our new government~ a:unique -- and early 
-- opportunity for face-to-face, in-depth c;liscussions on what I 
believe to be our shared objecti!ve: exPanding the current scope 
of our economic: relations by ensuring that) impediments to trade 
and investment are reduced. 1 I ' 

. : Ii' 
I 

I see many common themes in the ,economic policies of the Clinton 
and Kim Young-~;am Administratioris. Foremost among these is a 
recognition of the close link b~tween dome~ti~ 'economic growth 
and the. international economy. IFor the I Clinton Administration, 
trade policy is part of a coordinated and ~nteg:rated national 
strategy to revitalize the U.S. leconomYlan~ renew this country's J 

economic strenHth. Similarly, nor the Kim; Adiriinistration, 
continuation of Korea's remarkable economic achievements is 
inextricably linked to Korea's ability to ~ttract desirable 
foreign capital and technology and to makej Kor~a a more" 
hospitable environment for busirl.ess, .both dom~stic and foreign. 
Both of our domestic economies will depemd1on;the openness of the 
other's econom;( and on the comp~titiven~ssl of' our companies at 
home. I:! ' 

I 1 I , 

I'd. l~ke' to .di:3cus~" ~ith you' th~s morni~g .rthe,Glinton 
.Adm1n1strat10n's V1S10n of. the 'o/.S. rolt':1n the global economy 
and the import'3.nt part that Korea can play:. 

I > : 

I 
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i : 

Government of. Korea to ensure that as d1eregu]ation proceeds, U. S. 
b17siness opportunities are enhapced. i I ,. 

In addition, the new Korean Adm~nistrat:ion app~ars committed to 
the protection of intellectual property r~ghts,~ This is an ~rea 
of vital interest to the Unitedl States land one , to which the 
Korean Administration has responded poslitively~ 

The Administration has impresseb the uJit~d States and our 
private sector with the determihation wit~ which it has developed 
a plan of action to reduce pira:cy and counterfeiting. We believe 
that Korea recognizes the link between iprote~tl0n of intellectual 
property rights and the abilit~ to att~act advanced technology. 
I know that the Business Council has been:active on this issue. 

. I ' 

The president~' Economic Initiative is ian6ther, area in which U.S. 
and Korean objectives have mes~ed -- u~ing a: generic, broad-based 
approach to aV'oid the many IIdoilng busiriesl? II problems our 
companies face. The recommend~tions are completed, and we can be 
proud of the a.chievements of the ad hoc working groups. However, 
the recommenda.tions have not y~t been ~ul+y incorporated into the 
day-to-day ope!rations of govern'ment officiall? President Kim's 
drive to deregulate the Korean economyimust more fully reflect 
the thinking behind the PEl -- that the rjJ.les and procedures 
affecting imports and foreign j)nvestment I,llus~ be fair, 
transparent to all, publicly arlnounced; and non-discriminatory. 

. I" i 
Our Economic Sub-Cabinet discussions i~ Seoul next week will lay 
the groundwork for President cJ!inton's:me~t;:.ing with President 
Kim. . We beliE~vethat an important contributl.~n to Korea's 
economic objectives would be c~ear sigI'lal13 tpat Korea welcomes 
foreign investment and is willing to take' on, the challenge of an 
increasingly ()pen economy. Th~se sign$.ls! could take the form of 
concrete stepf3 by the Korean Government tp clear the bilateral . I.,
agenda of issues. that have been wl.th us far too long, as well as 

It. I ,I, '. Ithe developmeIlt of a forward-IQokl.ng l.nl.t'l.at1ve to smooth the way 
for increased trade and invest~ent cooperation in.the future. 

I am optimis.tic about our tradl and intes!tme'n~ relations with 
Korea. I see a complementarity in our! ec:onomic agendas. Our 
hope and expectation is that Korea's trad;e a,nd investment 
policies will better reflect its new s~ature in the world 'trading 
system. I : 
Thank you. 

\ 

1 , 
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I ,
STRENGTHENING U.S. COMP~TI~IVENESS 

I ,
THROUGH INTERNATIONAL INVESTMENT , i ' ' : 

I 

By AmJ:)assador Clharlene:Ba~shef~kY 
, I 

I , ' 
Speech To The United States C~uncil fpr ,International Business 

July 20, 199~ , i 

The Unit:ed states has championed; the :'cause of liberal, 

transparent foreign investmenJ regime~.: Our activism has been 

based on the fact that foreiJn 'and domestic investment promote, , ,' I I ' 
trade, stimulate economic growth, Icr~ate jobs, and foster 

competition and c~nsumer welfJre. AS: the w,C;rld' s largest source 
, I ~ i " 

and recipient of foreign investment, the u.s. has a critical stake 
I !:'

in investment climates both here and abroad., 

, I 

The linJ<: between investment ~ flqws : and, trade in goods and 

services is well known an~ is rlef~ectedina' number ofI ~i, I 

Administraticm initiatives -- the Bilateral Investment Treaty (BIT) 
I ',:, 

program, the eFTA and the NAFTA, our hilateral work with Japan and
'I I I ' 

other countries, and the Uruguay Rou~d Italk~ on services and on 
, I I,

trade-related investment measures (TRIMS;). 

i 
, I ' 

U.S. investment policy st-arts from :the principle of national 
I ' 

treatment with limited sect~ral exceptions. Those exceptions, 

should be related to national securit~, e.g.iin transportation and 
I 
i 

communications. This principle protects foreigners from general
! , 



: ' 

I 

I ' ' 


" r 

I 
IIscreening lt of their investments in the :u. s . In addition, the U. s. 

provides freedom from performJnce req~i~ema'rits -- no mandatory 

local content, export or techJology t~ansfe~, requirements. The 
, I , : ~ ,

Unl.ted states allows free tranSfjerS of l.fvelstm~nt-related funds and 

maintains sta.ndards for expropriatic?n I th~t;. meet or exceed 
I I 

international norms. Finally, as a member ,of the International. 
1 : ' 
I r 

Centre for Settlement of Investment 'Disputes (ICSID), foreignl: . 
investors are provided access to in~er~ationalarbitration to 

t , , 
. , I I ',., .. 

resolve disput:es. . All U. S. Bl.iJ.ateral ~Investment Treaties (BITs)
I I I 

and the NAFTA provide for internation'alarbitration at· the 
I .! 

investor's choice. 
1 

I ' 

U. S. policy is to maintain these s~an~ards:,· based on the tenet· 
I ' ·1, 
I . . . 

that foreign investment in the United i St;ates should be accorded 

fair, equitable and non-,discrimlinatory ~r~at~e~t. But as President 

t l
I , t h 'd ' 11 . I, t thO I I.' t b 11C l.n on as sal. , we Wl. l.nsl.S a· our ,l.nves ors e equa y

Ii' 
welcome in other countries. Thus, we expect that U.s. investment

I I I I, 

abroad should also receive fair, equit~bl~ and non-discriminatory
I I, I 

treatment. with. this goal iin mind'i ~e a:r:e encouraging our 

negotiating pilrtner~ to accept three b~si~ i;nvestment concepts as 

integral to their investment r~gimes. 

i I 

First, AInerican property overseas [should ge afforded fair and 
• I ' • ' ,

I ' 
equitable tre.atment, meeting .those Istandards .required by 

I 
I I 

international law. Property should onlY. be taken in accordance 
I . ~: 

with due prol:;ess of law, for a pub~ic! purpose and in a non­
I 

.1. 

2 ! ' 

; ; : 



.. 

discriminatory manner. In such a· cas:e, ! the .investor should be 

. I 

provided prompt, adequate and e~fective,cokpensation. An American
I ::,' 

investor in a foreign country 	should be accorded full protection
Ii' " > 

and security -- and not be hindered by ?-rb:itrp.'iy or discriminatory 

measures. 
I 

, , 

I . 

Second, American investorj should ,ha're fti~l access to foreign 

markets. Clearly, prohibitions on, a'nd;discrimination against, 

U. S. investment impedes competJtive U. ~i ~ cromI;lanies in their global 
! , 

operations. Similarly, once a U.S. lcompany. is operating 	 in a 

foreign country, restrictions 	on free tra'nsfers are a handicap in,
I ~!' 

maximizing cODlpetitiveness. Foreign roya~ties; for· exampl~, may be 
, I I I ' • 

critical to a smaller company trying Ito . exploit world-class 

technology on a world-wide bas~s. Eve~ ~ar~e:u.s. multinationals 
I 

cannot indefinitely justify, to their dqme~tic,shareholders profits 

blocked abroad. 

\ , i 

1 ! I) 

Finally, foreign restrictions on investment must not result in 
. 	 I I I ,', 

agreements with private in1estors ith;t ,damage overall U.S. 

competitivene:ss . The argumenr fO,r f;ee i f lp~s of investment and 

trade stems from the welfare gains arising :from a more efficient:': 
: 1I 

and competitive supply of goods and !services. Through general 
~ . ' ~ I ; , , 

: I 

performance :requirements, and 	through 'screening "according to the 
i 

national welfare," countries distort s;uch flows. By forcing local 

purchases by investors, for eJamPle, ~any h~~e traditionally kept 
. . 	 I i ' : '1 	 . 

U.S. suppliers from the benefits ofI' addit~onal sales, greater 
. I 

I ' :' i 
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; I 
~ , : 

~ , , 

" I I " economies of scale, and exposu~e to ne~ markets. Even.when the 
. I ,: I : , 

I I
investor i tse1:f is able' to accommodate; such de'mands, these local 

content, export performance and techn010gttransfer requirements
I .: 

appropriate u.s. jobs and knQw-how. : We ;were successful in 
I· " 

eliminating suCh measures in Mexico, thrdugh the: Investment Chapter 
. I :I 

of the NAFTA, and 'we expect to aChiev~Iik~; results with other 

. ,negotiating partners. . , . 

I' . 

. ' 

With these three goals in mind, what t.oo1s is the united 
i
I ,. 

states currently working with in the negotiating .arena? 
I ' . 

. I 

I 

First, is the U.s. Bilateral Investinent'T:reaty (BIT) Program. 

The u.s. BIT is stringent. It JrohibitJ i~ve~~~ent'screening and 
I 

performance requirements, and assures bci.1artc~d commitments on 

national treatluent (by requiring such ,except'ions from national 
I I . , , 
. I ' ' 

treatment to bE! described and b6und). ~e :have' concluded twenty­
• I I' . 

four agreements. and have another nl.neteen itnder! negotiation.
I I .

I I ! I 
I ; . , 

. I I '. 
Second, the NAF.TA -- the investment· chapter goes e.ven further 

I 'I I 
. I , 

than the BIT, gl~eat1y liberalizing our tr~di~ng :partners I investment 

regimes. " 
I. I ' 

Third, among the OECO countries, the Ui.s.: !=urrent1y relies. on 
i 

. • I : • ! . . . • . 
the Capital Movements Code to bl.nd the r,l.ght ofestab11.shment .. A 

I !:' 
feasibility st,udy of a comprehensive,' binding multilateral 

::I • !. .

investment agreement, known as the "Wl.der Investment Instrument,lI 

: I : 

I· 
! 



I , ,I 
i, 

is now underway. While the ,united states fully supports the study, 

any new instrument must incorpdrate th~ principles of our BIT on 
I i 

right of entry, post-establishment, protections (including 
I ! 

performance requirements) and dispute settlement. 

with respect to others' JegiOnal; arrangements, the united 
, I •• 

• 'I I 

stateswill remclin vigilant to ensure that integration efforts among 
, I ,I ' 

, I ' 

our trading partners not be completed iit at wa'y!that disadvantages 
i . i I· 1I.; , , ' 

our companies -- for example, through I J.nvestment liberalization 

implemented on a non-MFN basis. 

i 

, Fourth, with respect to the uruguay;, Round TRIMs negotiations 1 

l we expect that. b~seline standards on i local' content and trade 

balancing requirements will be lestabli~he4. 'This agreement will 
I 

benefit th~ u.s. economy by i automatIcally :prohibiting these 
I ' I 

practices. 
I' : 

I 
I 

I , 


Fifth are bilateral efforts. withlre~pec::::t to Japan, on July 
i 

10, 1993, President Clinton ,and Prime Mini~ter Miyazawa agreed to 
I , 

establish the u.s; Japan Framework~ for a New Economic 

Partnership. Foreign direct in;vestment: issue~ will be addressed 
, " 

under the Framework. Investment issues ~ith several other trading 
, I 

partners are also being treated in bilateral fora. 

We believE~ we are making progress ~n opening up the world to 

more equitablE! treatment of foreign' invef3tment, but to be 
! 

: I 
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1 •, ,, 

i ' 

'I i,I' , 
1 I . , 

effective, our efforts must be based on' a~ iri-depth understanding 

• • • I, I ,'. .
of eXl.stl.ng l.nvestment obstacles. We encourage prl.vate fl.rIns to 

.' 1 ' , 
, 1 ;; 

share '. with us ,their evaluation of' the:. 'investment policy 
I i 
• " ~ I ' 

improvements t,hat are most urgently' needed ~ ; : ~. We are especially 

interested in the sp'ecifics o~restribtJd ~e~tors, performance 
, . I' I ! ' , , . I'" " 

requirements, investment screening procedur~s;;, repatria'tion and 
, Ii. :: l 

currency tran~;fer limitations, ,patent; ~nd : ,other intellectual 
. ,i

I 
I 

I 

property limitations,' local crerit 'mar]cet Irei~~ictions and other 

such discriminatory policies. we want to put' lour resources where
I ! ; , 

• i ; , they will have the biggest· impact for the u.'sl economy and u.s. 
. "I " ! " I . 

investors. Wo~r-king together we can' hellp to shape the investment 
I• 

: ' I 

policies of our trading partners. I 
, ' 

I 
: 1

I.' . 
: 1 ,I 
I : 

i: ' 
I ' 
: ~ - I 

I '; I 

I I: ~ 

'I:
, \ j I ~ 

1 ~ i ' 
. 'i 
; I I 

: ; ~ 
i', I 

'i I' 

j : 

i ,. "I 

I! I, 
I. 

I 
{." 

Ii 

I 
I' 

I ' 

1 
I 

I, 
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I 
Report on the united states-Japan Framewor~ 

for a ... BcoDomic partnerShip) 
Testimony to the senate Finance committe'e 
Subcommittee on International Trade 
Ambassador Charlene Barsh.lsky 
July 22, 1"3 

I 
welcome the opportunity to app~ar bef~re'th~ subcommittee today 

to report on the united states-Japan Fr~mework,for a New Economic 
Partnership. Agreement on the F~amework on Juiy 10 in Tokyo, 
completed,a week of extraordinaz¥ achiev;ement.for the President 
and for the global community, through the G-7'process and 
separate bilateral efforts. I 'I! I 

The Framework represents an integral el~meilt of: this 
Administration's economic policYi, which ;begins, by building 
competitiveness at home through IPolicies aimed at deficit 
reduction, new investment in education and'training and 
infrastructure. But success in ~he domestic sphere needs to be 
complemented by' efforts to expand trade:and create new markets 
and opportunities· for American products iov~rseas. The.Framework 
and its follow on negotiations ~ill prom6t~ these goals. 

Along with cO~p'letion' of the urJguaYRO~nd;an~. the lfAFTA, a major 
trade policy goal of this Admin~stration has been real progress 
in addressing j'apan' s economic ~mbalances.' Many\ factors 
contribute to clur bilateral trade deficit with Japan. Our budget 
deficits, low savings rates, an4 historic ~mphasis on military, 
rather than civilian R&D, have ~n the past, undermined our 
competitiveness with Japan. We Ihave gr~at!admiration for what 
Japan has accoDlplished: the quality and :determination of its work 
force, the excedlence of its education system'" and the products 
that are produc':ed there. I ' , 
But even allowing for these factors, in1case after case, U.S. 
products and sE!rvices which are Ihighly c±:ompetitive in other 
foreign markets meet little sucq:ess in ~apan. ,Many of our 
trading partners have suffered the same,experience. 

The U.S. and Jilpan are the worl~'s two ritaj~r trading nations, 
accounting for more than 40 perlcent of:world GNP. We have the 
potential and1:he responsibility to drive ~or:ld growth and 
maint:..ain a dynamic world trading system~ However, withol,lt a 
fundamental change in. the .nature of Jap~n,ls economic interaction 
with its trading partners, we f~ce further: er,osion of the base of 
support for maintaining free trade and an ,ope,n, and strong 
multilateral trading system. I I ' 

At their meetiilg in Washington in April~ President Clinton and 
Prime Minister Miyazawa took st~ps to addrjessthe economic 
asymmetry that has had a corrosive effect ,on ,the relationship.

, , 

i , . 

I ' , 



, 
I 

, 

' 

i, ' . , 
" 

, 

impede ma.rket access for f.oreign goods and services, 
including' financial servides, insUrance, Icompetition 
policy, t,ransparent procedures and distr·ibution. 

, , Ii, ,
other major sectors, through which we w~ll focus on 
barriers to the u.s. automotive ir,idul:;try, 'with the 
objective of achieving expanded s~les opportunities of 
foreign 'parts by Japanese firms a~ well'a,s removing 
~roblemsaffecting market ,access ~ndlen~p~aging 
~mports. I I I I : 

Economic harmonization, w~ere we will address issues ' 
affecting' foreign direct ilnvestment,: intellectual 
'property rights, technology acces~ and buyer-supplier 
relationships. I:.! , ; 

. • I I ' 
Implementation of all prior arranqem'i!nts and measures, 
including those commitments made jfn ~hel$tructural 
Impediments Initiative (SII). I , ' 

As noted, we will use objective criteria as benchmarks to measure 
progress as negotiations on' each of th~se"baskets" move forward. 
These will be goals or standard1s against which progress towards 
achieving full market access willI be a~sessed; pulling together 
various comparative indicators ~s relevant in each area. 
What we will be seeking in eachl sector lare data points' that will 
be gathered and then jointly mottitored.' ,e lotill utilize 
quantitative information where ~ppropriate on' such factors as 
relevant market trends, market ~hare statistics in Japan, or 
comparisons between the public ~nd private sector. We will also 

• • • a I ,'I
employqual~tat~ve ~nd~catorswhere helpf\ill, ,such as the nature 
of the business links between Japanese ,manufacturers and their 
suppliers in the United States, I or changes in the business or 
regulatory environment favoring foreign firms.' There will most 
likely be several such data points in each sector; no single 
benchmark will determine the su6cess or; failure of a sectoral 
agreement. . ' I :.: .i 

• I ' 

Equally important, the Framework reflects lour preferences for the 
timing ,of follow up negotiation~ to addreE?s these "baskets" by 
incorporating a review by the p:resident and ~rime Minister twice 
yearly. These reviews will pro~ide strong momentum for the 
Japanese to conclude agreements I on our ,top priority issues; 
significant ma,rket access problems in government procurement, the 
insurance market, and automotivk industries and other areas to be 
determined, by, the first Heads bf Gove:Z:;nment'meeting in 1994, or 
within six months. Agreements bn measures in the remaining areas 
will be sought by the second subh meeti:ng; in July 1994. ,

Ii' , 
In addition, .both government have committed to':hold Subcabinet 
meetings prior to the Heads of Governmentimeetings.

! I l 

I I , , 
This Framework firmly places 'the economic:pillar of the U.s. ­
Japan bilateral relationship at center !stage:for the first time; 

i ! " 

, . I 



I ,, . , 
, 

. , 

,r'ecognizing tbat addressing our economic iimbal~nces requires 
urgent attention. The Heads of Government consultations 
incorporated into the agreement will s~rv,e to'keep it there. It 
is a sophistic:::ated approach that recognizes 'the interrelationship. 
between macroeconomic, structural and sectoral' polices. By 
integrating this broad range of policy: objectives, it helps 
ensure that we do not pursue one set of Qbjectives at the expense 
of another. I: ;' 
At the same time, this agreement meetsl t11-e A~inistration/s goal 
of trade expansion. It is inl no way a "managed trade" or 
protectionist approach to our ~conomic; i~alances with Japan•. On 
the contrary, by seeking to uniock Japan~s government procurement 
and other res'trictive policiesl and requlations, we seek to make 
the Japanese :market more amenaple to marketd±scipline than it is 
now. The, focus is on areas where the Japanese Government has 
either a direct or indirect ro[e in the 4yn~m~c of a particular 
sector or ~tructural problem; sectors· :where 'the Japanese 
Government .is in fact managingi inbound trade.,' :and where our 
companies al;'e poised to compet,e. This specifically includes the 
automotive sector, where we perceive the'role'of Japanese 
Government guidance to be siqn1ificant. ." 

. I: . . 
The Framework represents ~ baslis for future' negotiations. It is 
far from a complete solutl.on to the trade problems that have 
hampered our relationship wi~ Japan. ~ I~ is ~ firm beginning to 
a larger process, and successfrullY establishes the direction in 
which we wish. to proceed in o~der to p,labe this crucial economic 
relationship on a satisfacto~ and equitable footing. Hard 
bargaining on. importarit issues remains, including the enforcement 
of agreements already in effedt. We ~ntend:to make tangible 
progress, and recognize it willI not be easy~IWe are committed to 
the utmost efforts to obtainirtg measurable results under this 
Framework, but if the consultations arid negbtiations under the 
Framework do not make the reqqisite progress', iwe will not 
hesitate to use other. approaches, includ~ng:those that Congress 
has provided in the trade law. These I prerogatives have been 
fully safeguarded in the agreEhnent. ; However.; our strongest tool 
in building on the solid foundation offered. by the Framework is 
in the contitluing commitment Of this Administration, at the 
highest levels, and the congr~ss, to fi5ee~ing:real, measurable 
improvements in our economic relationship with Japan. 

I', ,, 

. , ,', 

, ' 

, , 

: : ' 

! ' 
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Statement of Ambassador Charlene Barshefsky 
) 

, D~puty United stateJ Trade ~ep~esentative 
'Office of the United st~tes Trade 'Representati~e 

Bilateral InvJstment Treaties 

, ,, 
I. i 

The Office of the united states Trade Repre:sentative is pleased to 

submit written testimony with respect' t~ ~he eight ,bilateral 

investment treaties, (BITs) submitted for: the Senate's approval. We 

are gratified l:hat these, treatiJs are m~Vi~9 ~owardratification, 
as the BIT prc)gram is an impoJtant co~po~en:t' of U. S. trade and 

overall economiq policy. We hope that' these treaties, with 

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

Republic, MoldlJva and Romania, can be brought 'quickly into force. 

I "I 

Following letters in 1977 from Senators Claiborne Pell and Frank 

Church, this program was initiated in th~ l;ate 1970' s and the first 

. I
negotiations '(,,1ere held l.n 1980. The fi'rst prototype text was, 

completed in 1982 -- the same ykar that t~e first agreements were 

. . h" I. 'b' .sl.gned.Fl.nally, t e fl.rst treatl.es were rought l.nto force l.n 

1989. 

Over this period, we have worked close'iy: with representatives of 
I ~ I ,,! 

the private sector, particularly through the Investment Policy
I !,', 

Advisory Committee to the united state's Trad~ Representative and
I ! I ' , : 

the interested Industry, sect10ral Advisory Committees to the 

Secretary of' Commerce and to the USTR arid a,'Iso' through the Advisory 

I 
; "',, " I' 

Committee on International Investment.: The ,treaties incorporate 

http:treatl.es


the advice on policy received f,rom these ~nd ~~ny other private 

sector groups. The investment pOI11 icy iss;ues invo,J.ved have been the 
I I I 

responsibility of USTR's interagency: c?mmitt;ee -- with the 
I " 

negotiation of each of the submitted BITs Ico-:chaired by USTR and 
, I ii' 

state, actively supported by Co~erce arid Treas~ry. 

I j, • 

Since this program was initiated, th'e ;role of international 

investment in the global I economy has ' steadily strengthened. 

Foreign direct investment in thJ intern~tionai, economy is growing
., I . 

rapidly i from 1'980 to 1990, real foreign ~il:iect investment grew 11% 

annually -- ve:r'sus 4% annually for trade and 3%" for GDP. Foreign 
-, 

, " 

direct investmE~nt ha's become a vital f?rm of economic activity, 
,, 

channelling financial and human resources throughout the world. , , 

, I 

I 

The U.S., plays a key role in this process 1'iinpe:it is the world's 

leading home and host country fbr inteinatiOIlal investment. The 

stock of foreign direct investmett in th~ u~s. 'nearly quintupled in 

the 1980's to $420 billion in 1992~ 'similarly, us direct 

investme'nt abroad stood at $4871 billion at: ye~r-end 1992, growing 
, • I ' 'I

at an average of 9% annually s1Rce 1982. 

Looking at the role of U. S. , iniestment :abroaf",' exports are now a 

key source _Of employment and ~rowth i~ 1\IIleri~a. Every billion 

dollars of U.S. exports meant nearly 19,000: domestic jobs in 1990 ­

- we now have over seven milli~n expor;.-relat.e~ jobs in America •. 

In fact, one in every six manufa:cturing jobs in'America is related
I .;, ,I ' 

to exports. The average wage for these :export~~elated jobs is 17% 



higher than the u. s. national average ~ Since 1987 growth in 

exports has generated more than half our GI}P growth.
I 

I 
I . 

Investment is providing a key motor for rhif export growth. While 

trade and forei9n investment were traditipnally seen as alternative 
I " . 

• I I ' 

means of penetrating foreign markjets, they are' now understood to be 
, I' , 

integral elements of a firm's strategy for maximizing global 

production eff iciencies. Growth in expo~ts by U. s. parent firms to 

their affiliates has recently a~eraged 10% per year -- coming to 

constitute $115 billion, 27% of all u.s.: exports, in 1991. 

; I 

Based on the fact that foreign and domestic' investment promote 

itrade, stimulate economic growth, 
: I 

and. fostercreate jobs,
I 

competition and consumer welfare~ the Unite~ states has championed 
I " ' 

the cause of liberal, transparent foreign investment regimes. As 

the most important source andreliPient of foreign investment, the 
I ~ 

u.s. has a critical stake in investment climates both here and 

abroad. 

U. s. investment policy starts from the iprinciple of national 

treatment with limited sectoral exceptiops. : ,Those exceptions 

generally derive from national sJcurity, 'e.~. in transportation and 
, I 

communications. This ~rinciple protect~ foreigners from general
,! ' , 

in the U.S. In addition, the u.s."screening" of 'their investments 
I 

provides' freed()m from performa~ce requ!ir~ments, .:.- no mandatory 

local content, export or technologyi"transfer requirements. The 

United states allows free transfJrs of in~estment~related funds and 



: . 

maintains stan.dards for exprJpriation ~tha't' • meet or exceed 

international norms. Finally, foreign invest'ors are pr(Jvided 

access to intE!rnational arbitration to' reselve investor-state 
\ 	 I' : .• 

I 	 I .' I 

disputes. All U.S. Bilateral InvestmenF Treaties (BITs) provide 
I . 

for international arbitration at! the inV:estor's,choice. 

. ,I 
'. ~ 

I I 

! i 

The President s·tated in his speech to the Alnerican University that 

"We welcome foreign investment i1 our businesses, knowing that with 
. 	 , 

it [comes] new ideas as well as! capital. .. But ,as we welcome that 
. 	 :' I " 

. ! 'I I 

investment, we insist that bur investors.should be equally welcome 

in other countries.'" This insistknce is emb'odied, in three concepts 

reflected in the prototype BIT. 

First, Americarl property overseas should be afforded fair and 
I 

equitable treatment, including those' s:tan,da+"ds required' by 

Iinternational law. Property should only be taken in accordance 

with due process of law, for l pUbli6 purpose and in a non-
i 	 I 

I 

I 

discriminatory manner. In such a case, ~he' investor should be 
I 	 : I 

provided prompt, adequate and effective compensation. An American 

investor in a foreign country sJould be:a6corded full protectioD 
I 

, ., 
and security -- and not be hindered by a:r;bitrary' :or discriminatory 

measures. 

I 

Second, American investors sho4ld' have: f~ll access to foreign· 

markets. Clearly, prohibitions lon, and discrimination against, 
! 

U.S. investment impedes competitive u.s. ;compani~s in their global 
I • I

operations. Similarly, once a U~ S.· company '1.s·, operating in a 
I 



I ,,! 

, I' ; : :,1 

foreign country, restrictions ori. free tr.ansfers :are a handicap in 
I , I ' 

maximizing competitiveness. Foreign royalties; ;tor example, may be 

critical to a smaller compan1 trYingitio. !'1"ploit world-class 

technology on a world-wide basis. Even ilarge :'P~:s • multinationals 
I ill 1 .. I ' ' , 

cannot indefinitely justify to tRei~ dom~stic ~h~reholders profits 
I I , ; 1 

: I : 1 
i, IiIblocked abroad. 

,I 
, :; , ' 
I • ~ !r : ' 

I ; , " 

Finally, foreiqn restrictions on investment ,must not resu+t in 
I ; I ; ,i 

agreements wit,h private investors tHat damage overall U.S. 

competitiveness. The argument Ifor frel f~OWi. '~f investment and 

'. 'I I: ' trade stems from the welfare gains arising fr.o~ a more efficient 

and competitiVE~ supply of goodl 'and s~rv~ces~; Through general 

performance requirements, and tJrOUgh scre~ni~g :"according to the 
, 'I I i I I ii' , 

national welfare, U countries distort such f:lows ~i; By forcing local 
i I ; " 

example, ! many! countries havepurchases by: investors, for 
: i , I 

traditionally k:ept U.S. suppliers from ~heibe~~fits of additional 

sales, greater economies of sealle, and; exp'os~te to new markets. 
I I I ' 

Even when the investor is able to accoInl1'lodate such demands, these
I,' , 

I I Iii ' 

local content" export perfo:r;mance and: ~~«?hnology transfer 

requirements appropriate u.s. jobs and: know-how. We were 
I 

, successful ,in eliminating such ,measures ~n Me~ico, through the 
: ' 

Investment Chapter of the NAFTA, a'nd 'Vie expect to achieve like 
I ,,' 

I I",
results with other negotiating Jartners.' j' 

; , 
, I , ",i 

:" I'! 
,. i' 

i 
• ~. j ::' i.

Presid,ent Clfnton stated in his, transm1ttal, ,of the recent BIT 
, I ; ':' 

, , i . :, • 

treaties that they will 'establish an agr~ed~upon basis for the 
, ; 

: 
,

i 
I 

I : ;i, 

protection and encouragement of invest:rt).ent. ; :T~e BIT Program is 
, . " 

'i, ! 

I' ,'I 

, I 



" : 

I ! ,
I 

thus a successful and important element : of 
i
'our international 

investment agendJ. But we have s~veral o~h~r e'f'forts underway with 
I 	 I I , , 

respect to this investment agenda. The iinvestment chapter of the 
I : I ; ,; 

NAFTA goes even further in some respects' than, 'the BIT, greatly',' , 	 ,
I, I ; " , 

liberalizing our trading partne4s finve,tm,nt :r~gimes. Among the 

industrialized countries, the U.~. currertly relies on the Capital
l 

Movements Code Of, the OECD to bi~d the ri~ht of: e~tabli~hment • The 

• 	 I ' . • •I ' 	 •

Un1ted states also supports the Ci>ECD's conduct1ng of a feas1b1l1ty
I I', " 

I ' I' r 	 ' . I . i.., I .. ~ , • ' 

study for a comprehens1ve, b1nd1ng; l'ilult1lateral 1nvestment 

agreement, known as the "~ider I Invest~en~ Ih~trument n; any new 

instrument wiil have to incorpoJatethe!pJinJiples of our BIT on 

. ht f t' Itt bl l. h t: t" 't!' ( . 1 d'r1g 0 en:ry, pos -es a 1S men i pro ec, 1ons, 1nc u 1ng 
, ' , I "I i i : ; :]

performance requirements) and dispute settl'ement~ with respect to 

oth~rs regiOna~ arrangements, I, we are! w?rkin9 to ensure thatf 

integration effo~ts are not com11eted i1 a'wa~:~hat disadvantages 

u.s. interests _L for example, through :investment liberalization 
.:' 'I" 

, I: " 

implemented on a non-MFN basis. with respect to ,the Uruguay Round 

TRIMs negotiations, we expect that baseline: 's,tandards on local 
I 	 I " I ' ': ' 

content and trade balancing requ:/-rementsiwill be 'established; such 
,Ii' ,:; 

an agreement ' ''''ill benefit the lJ.s . economy, by automatically 

prohibiting these practices. FilallY we[ar~ ad~~essing investment 

issues with severll trading partJers, inc'lUding:j~pan, in bilateral' 	 ;'' 
: ' " 

, 'fora. 	 I 
i ' 
,, , " 

! . 
I 

I I : ; , ! 

The tenets reflected in these negotiation's follow Congressional 
I 	 I ~ I 

actions in drafting U.s. trade laws. section 301 of the Trade Act 
I 	 , 

'of 1974 has been amended to clatify that its:coverage extends 'to, 
: . ; ,J 

I 	 , ' 

, ,; , " 
, " 
I 	 I ,,,I 

; '! 



foreign investnlert practices -l such a;s restrictions on equity 

ownership, tran.sf.ers, or local content --; relat;ed to trade in goods 

and services. legislation renleWing theiGert~~alized system of· I"'" • 
J "I I 

Preferences (GSP) also contains pro~i~ion~,: refl~cting such 

concerns, particJlarlY with resplct to e*pr~pr~:a1ionand to equity 
. I I: I ,! .• 

ownership. section
I 

307 of 
. 

th~ 
, 

Trade i and 
j I 

Tariff ,Act of 1984 

established specific authority ~or the iUSTR
I ' I I' 

t.o,'" deal with export 
I , , 

performance requirements, including reta!liati6n~i if ,necessary. 
1 ;:I 

~ 
t. .; : .'

, I 
" 

i j" 

i I I i 
In conclusion, if should be emphasized: ttt;at ;~~e BIT program is 

still in its 'eilrCLy stages; more than a' dozen ,other treaties areI :, , ~.,.,. ., 
under negotiation and many more countries have: expressed 1nterest. 

I I ,I' ' 

Such agreement::;, with their high sta~dai.ds I 'cit: protection and 
I ii' : 

treatment, lend c:redibility to our effort:s 'in e:v.ery fora to achieve 

these high startd~rds, assist coJntries ~n ithJii, domestic reforms 

I I'. , 

and in achieving market-led growth, and: pr1omo:te U.S. exports and 
. " I '. i .' ' ~ . ' ' , • 
Jobs. We would ask that the Senate g~ve:~ts adv~ce and consent to 

I Ii.: ' 
ratifipation of these treaties as soon ~s I?os$i~le. 

I ,, 
.1 

; : 
';f

i 
: 

" 

,i . 
I 

, 

i ; , 
: iI 

I 

: II 
I, ,: , 

: ! 

1 " 

; 
; I 

;. ;, 
I 

i 
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I, 

I
Ambassador Charlene Barshefsky 

Deputy united states Trade Representative 

I I 
I , 

Before the i ' l',' 

Midwest U. S. -Japan Associatlo'n 
'I '''; 

Japan-Midwes":l~ .~.e As~oc~au'o~ 

. September 13, 1993; I, ; 

, , ' 

Governor Engler, Messrs. H?oker and Devos:,iiMr • Henderson, Mr. 
I . i...:':. .

Schornack, and! Dr. Ishl.kawa and dl.stl.ngul.,she,d partl.cl.pants, I am
'I I: ' " ,- , :. \ ~ , 

honored and de:lighted to be herle today !Wi~h ~ou. This session of 

the Midwest u.s.l Japan Associati.on comes ajt a; critical time in ,our 

b . 1 't 1 1', t l. h . wi. t i ' • t '. hl. a era re a 'l.ons l.p. e are l.n a ransl. l.on p ase. A new 
. I I: 

government l.n Jiapan follows four deca<;les l of ~DP rule. A still 
,I , I . t: 

relatively ne\I1, government in the United' st~t~s follows· a dozen 

years of Republican administrations. Amb~Ssado~ Mike Mansfield's 
I 

dictum that liTre US-Japan 

bilateral relationship in 
, , I. 


I' ' I' 

relationship; is :~he most important 

the world,; b~r none", still stands, 
, i ! ' , .: 

although the priorities in that relationship have changed.
'), :' . , ':: 

Today, I would like briel'flY to ':di~cuss:,u.s. trade policy",' I ' ' 
" 1 II 

priorities and then focus on the specific~ of our Framework trade 

:; Iinitiative with Japan. 
I ' , 

The centra!). goals of U.S. trade~ol~cy'~r:e to open markets, 

boost the 910Jl .economy, st,engthen; th~ in~ernational trading 

system, and cr~ate jobs. Trade is th~ engin<): of growth in this 
, I ! , 

country, .accOUnfing for half of our eco~om~c growtp and most of the 

new jobs crea1:ea. I '! 
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, 

to continue' to shoulder itsThe U.S. . is prepared 
I 

responsibilitiE~s for the growth of world trade and the
I 
 i 

strengthening' ()f international trade rUl~s.; . Bht ,we expect from all 

of our trading prrtners nothing less thin ;mu~~ality of obligation 

and comparabiLi'by of action.' ::,'. •
I ! ; , 

Completing :the Uruguay Round is the singl~ most important step
I ;' .. ' . 

we can take to open markets tj manufactured, goods, agricultural 

products and ,sf~rrices. It is pollitically d,Iff,fcUlt to open markets 

at a time when the world econoJy is not expanding. But President 

Clinton l?~lievel that now is pJeciSelY ,the time when we should be 
, I' 

I Iexpanding trade to create new job· opportunities. We made
I I' " 

significant pI'ogress at the G-7 Economic ~ummit in July in Tokyo, 
• I .1 ' .

and all natl.oras' trade delegatl.ons are hard at work l.n Geneva. We 
I .. I . 

aim to conclude the Uruguay Round by December, 15.I .' .. 
Regional opportunities to expand trad:e ar~ also being pursued. 

' 1 ,I f' d t I ·d .' : 'dl' .As goa1 b l l.za :l.on 0 l.n us ry procee s; more rapl. y l.n some 
I I:":

countries, thele is much to be gained,fr9m entering more liberal 

trade arrangements. 
. I' 

The dynamic growth in the Americas and' :the Pacific Rim make 

'., 111 tt' t' If:: d :d" t d 11t hese especl.a y a rac l.ve areas or expan e: ra e. We are we 
I I::· 

positioned to tap into the dynamism of t~e Americas, of which the 

, . 1 1 t 1 ' t' I 1 t i .And· ., . 1NAFTA l.S an aJ.:lso u e Y crl. l.ca par. I are pursul.ng c oser 

trade relaticmi with other coJntries ~n ~he:h~misPhere. 
We arellsling' our chairmahshiP this ,:ye~~: 10f the Asia-PacIficI . . 

Economic Cooperation forum, APEC, tb .adv,ance the bui lding of 
I , ' 

institutions for expanded trade among countries of the Pacific. 

, f 1 d 11 ' , t .1 d i 1: a' • • t . f thAPEC l.S a e g l.ng organl.za l.on -- eve 9pe l.n recognl. l.on 0 e 

http:organl.za
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3 
, , 
I 

I 1, 

i .! l' 

increasing economic integration and" dynam1sm: among both sides 'of 

. . I . : t t' .the Pac1f1c. AP,EC'S goals are t,o fac1lrta, e i ,z:ade and 1nvestment 

and economic cooperation throughout ~ tSJ '" 1~: member economies. 

Viewing the ASiLpacific regio1 as one ,Of:th~:~ost promising and 

the fastest grO~ing economic legiOn iln ~he' 'world, the clinton 

Administration hopes to see the United stat,es p,lay a role in making 

. 't . 1 I., t .: bl f . thAPEC a pre-em1nen reg10na organ1za 10n capa ~ 0 serv1ng as, e 
I Iii ,

Asia-Pacific's common voice in shaping the international economy of 

" J' ':the next century. : , ' :" . 

Let me nc)w 

bilateral trade 

savings rates A' 

, I 
I , 

turn to Japan. Many :fac:!:tors" contribute to our 
I ,i ,;, 

deficit with aapan. : Our, budget deficits, low 

h ' t' I h ,: ;1' 'tand 1S or1C emp aS1S i onl m1 li ary, rather than 

IC1V1. 'I'1an R&D, 'the past' d ,i d our:compe"t't'1 1veness W1"h, ave 1n un erm1ne 'th 

Japan. We h~v'e great admiratidn for what! Japa~ has accomplished: 

the quality and determination ok its work ~orce, the excellence of 
, ' I' , " 

its education system, and the products :th~t are produced there. 
, I I; : : 

, But even allowing for these factors, ,in case after case, U. s. 

products and se1vices which are highly c;ompetitive in other foreign 

markets meet 'little success in Japan. ,Many of:our trading partners 
I I I 


have suffere¢t the same experie~ce. ' : i 

" I I ' I,'

Japan presents two problElll\s for the world ~conomy -:-- a market 
I I" ' 

penetration proflem and a cu=ert accourit imba~~nce problem. Japan 

imports few 01: the types ,of goods it exports,:~ i~ sharp contrast to 

the practice oJ major industri1alized n'ation~'~" It also imports g 

disproportioni:tt'elY s~all share ,bf manufkc~ure~ 'goods. In 1991, for" I ' ' I ",' , " 
example, manufactured goods im~orted b~ ;e U'.~.accounted for ~'9 
percent of GDPi, 7.4 percent Qf the rest of "the G-7, exclud1ng, 
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I

Japan, but only 3.1 percent for Japan. In 'addition, Japan has the 
, I 

lowest level of foreign direct investment: among OECD countries. 
, I 

I I
I I 

This, in itself, is a serious impediment,to;trade. 38.5 percent of 

the global s;tock of inward dirlct inve~tm'ent: i~ in Eur,ope, 28.6 , I ' I !!. 
• • • I , ' .. ' '. 

percent l.S l.n, t.hj U.S., but onll 0.7 pe:-cert ;l.s,,\l.n 'Japan. 

The U. S. and Japan are the wor~d I ~ , two largest trading 

nations, accoUJ1t1ing for more tJan 40 p~rc:ent: 'of global GNP. We 

have the potentill and the respoJsibilit~ tb d~iv.e world growth and , I I' 

maintain a vibrant international tradin4 system~However, without 
I I: i ~ 

a fundamental c:hange in the nature of Japa~ s 1~'7:nomic interactionI 

with its tradillg partners, we face furtherl erosIon of the base of 

support for maintaining free trlde, bo~h her~' Jnd abroad" and we 

face further erJsion of an opeh and strol)g mu{tilateral trading 
, 1 :,i1 

system. 

At their meeting in Washington in A~ril, President Clinton and 

then-Prime MiniJter Miyazawa d~scussed i\th~ ~hree pillars of the 

I I I 

U.S./Japan relaiionshiP -- security, ef0riomic,; and global. Our 

security relationship is strong and has been the anchor of Pacific 

stability for tJo generations. It remains~ fU~d~mental to both of 

our interests. Similarly, we share great: pote~tial to cooperate
I ;: I:: , 

globally on a lbrload range of crttical tfa~snatibnal issues. 

However, the economic pililar of [the r~l~tionship urg.ently 
I ' ii" 

needs attention.I The two leaders thus; took 'steps to address an 

economic aSymmE~t~y that has had i seriOU~lY: co~r~sive effect on the 

bilateral rel~1:ilbnshiP. At the benter of the e~onomic relationship 
, I 

was to be a new Framework for tlade on macioeco~omic, sectoral and 
. I, , ' . 

structural lcSsues, that would allow, u~ to.: make substantl.al 

I 

http:substantl.al
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j: 
I 

, . 
i ' ' 

measurable progress toward market access~ The'framework we sought 

would enable us tb begin negotiat1ing on k~y 'issu:es under tight time 
I I I ' : 

frames, and wouldI establish objective jindic'\\tors for assessing
I I 

progress made in each 	area. We started !from a,strong position in
I ,'. 

the negotiations, because this AdministIiation ~ S' ,constant emphasis 

on the economy las led' to reJI effor~s ito; '~ttack the budget 

deficits and the rery domestic we~knesse~ ~at .japan often cites as 

the main reason~ for the tradd imbalance, between our nations.; 

. I, 	 thO I t t : t: to' h0Moreover, we arepursu1ng 1S s ra r9Y!. a. .:a 1me w en o.ur 

companies are in~reaSing their international ,c~mpetitiveness and 
I 	 I' , ." 

will 	be fully able to benefit frim a mOle open Japan~se market. 

The Frame\Olo~k we agreed upon meet~ all' of our negotiating 
. I 	 I,'. ' ,

: : I 

goals. It establishes, for the first! time, a results-oriented 
I 	 I' I,

trade policy. ]t includes macr.oeconomic dialogues through, for 
I 	 Ii' : I 

example, the G-7 process and our central banks. It includes 
I 	 !: I :, 

negotiations on jtructural and srctoral iiS'iUe~:?at impede access 

to the Japanese market. It mandates that tangible progress toward 
. I 	 ": ' 

market access b~ aChieved, and that o~jectiye, indicators, both 
. ,

i ! 	 l ' 
quantitative and qualitative, will be us~d' to evaluate progress on 

each sectoral and' structural area. 	undeJ!:. the: Framework. It , 
i I 	 I: 

establishes time deadlines for negotiations: in; individual sectors, 

and incorporates a r.eview proces1s cappe~ b~ m~~tings of the heads 
I I. 	 I, I 

I : . 
of state. The gains achieved unq.er agreemepts n'egotiated would be 

available on a mlst-favored-natilon basi~ to J~p'~n~'s' other tradingI ! , 	 ' I 

partners, as well as to the U. s. .I 

I 

The Framewo:tk commits Japan: to pur~ue! a "highly significant" 

decrease in its c6rrent account slurPlus a'nd iincreases in its global 
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I ' 
, , 

I ' 

, 
imports, and it commits the u.s. to a signifiqant reduct:.ion in our 

, , r , 

budget deficits . It also envisions coopler~tive efforts by the two 
I 

countries to enhance foreign direct ~nve~tment, access to 
I : 	 I. 

I I, I ,. 	 '.
. I 

,technology, l.n1:.eQlectual propertty rl.ghts, and the enVl.ronment. 
, I' I :

The Framework fully incorporates ~n 'it~ five "baskets" our 
, I' 

priorities for addressing se6toral ,and 's~ructural barriers 

encountered by foreign firms Sleking to sell. :into the Japanese 
I 	 ! 

I 
I , 

market. These are:' I 

" I 't h Wl. 'J apane~eI Government orocuremen,'wh'l.C 'II l.nc1ud e 

discusbions aimed at significantl~ ei~anding procurements
I 	 Ii· ' 

of competitive foreig:n goods I and s'Prvices, especially 

computrrs, supercomputbrs, satelli;. tel<, ~edical technology 

d :1t: 't' I 
an :.eiecommunl.ca l.on,._ ; I ' , ': 

Japanese regulatory reform, whiqhwill address Japan's 

laws, ~egulations and idanc~ t~at li~.~ede market access 
I 	

gull 

II 

for foreign goods and serv:ucet;;, 'including financial 

servicl~, insurance, I' competi;ti~e ,policy, transparent 
; IprocE~dhres and distribution. I 

'other Ima;or sectors, I where :we will first focus on 
I 	 ' I 

barrie~s to the U.S. automotive ~ndu~try_ Our objective 

I . i
is to Iexpand sales of forel.gn auto parts to Japanese 

I ' 

: I I ' 

firms; both here and in Japan, •as! well, as the removal of 
I ,:'I

barriers to imports of foreig~ vehicles into Japan. 
, . I, 

h armonl.za l.on,1 I we Wl. address ' Econom1l.C 't' wereh' ; '. '11 	 l.ssues 
I 	 I 

affecting foreign direct tnvestment, intellectual 
, ' 
I l I" 

1 I .!I 	 ,'!
prOpE!rty rights, technology acc~ss 'and buyer-supplier

I I 

t ,I h're1a:l.ons l.ps. 
, 	 I 

I 

I' 

http:armonl.za
http:forel.gn
http:eiecommunl.ca
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Implementation of all prior arrangements and measures, 
, I ~ 

incllld!ing those commitments: made: ,i,n the structural 

Impediments Initiative (SII).' .. ;:: : 

As stiPulabed in the Fr~mework,: ~e' :Wi~l use objective 

criteria, both dualitative and buantitative,t~,measure progress 

toward market arcess in each of thes: baskets. Quantitative 

criteria can include such factors as relevant market trends, market 
. . I . I :', .: ' • 

share statl.stl.CS, data on vollume an~ :value of l.mports, or 
j

I : '. I 
I 1 ' . 

comparisons be1:wren the pl?-blic jnd pri~at~ srctor procurement i'n 

Japan and in 'third country markets.' ':we : will also utilize 

qualitative indibators, where a~propriahe,' such: as the nature of 
, I I; : ." 

the business links between Japanese imanufac~urers and their 
I I' :, ' 

suppliers in the united states, or Ch~nges}n the business or 

regulatoryenvirbnment favoring Iforeign :firms~:; 
'I I 

I. " I " 
Equally imp0rtant, the Framework incoz::po!"ates a review by the 

I I 
' :' 

, " 

President and Prime Minister twice yea'rlY. "These reviews will 
II ,'" ' 

provide strong momentum to conclude agre~ments'd~ our top priority 

I t It .: d the t omot'l.veissues governmen procuremen" l.nsurance,: ,an au 
. I I: 

sector by the first Heads of Government meeting in 1994, or 
I I; 

within sixmon1:hs, and agreemenfs in the :rem~f:ping areas by the 
1 

second such meeting in July, 1994. 

This FramewJrk firmly place1 the ec6no~ic, 'pillar of the U. S. ­

Japan bilateral JelationshiP at center st~ge 'f~~ the first time. 

The Heads of Glovern~ent consultation~ inco~p':orated into the , I' 
agreement will Jerve to keep it there~ It; ,is, we believe, a

I, i , 

sophisticated' ajPrOaCh that rrCOgniZ~S ithe ,Iinterrelationship 

between macroec:onomic, structural' and ~ecior41': policies. It is 

http:statl.stl.CS
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I: ,:
i ! 

also an approach which focuses on. areas where the Japanese . I . i1 

Government has either a substantial direct br indirect role in the 

dynamic of a plrti~ular sectok or structural problem. This 
I Ii', ' 

specifically includes the automotive secr-or:,wpere we perceive the 
. iii I i 

role of Japanese Govern~ent guidance to :beisignificant. 
i I" , ,; 

In recent remarks, Prime Minister Hosokawa, MITI Minister 
1 I' ; , :, 

Kumagai, and other Japanese. leaders hav~ z~roed!in on the need to 

deregulate and llet market mechJnisms ~6rk,. We. enthusiastically
I· ': ! :,' 

welcome these sta,tements and beliJeve that' th:e obj~ctives underlying 

the Framework a:cJ in complete acc10rd with: th~ Hbs6kawa Government's 

I,views. 

By itself, the Framework copstitutes n'o market access. It is 

a firm beginning lo a larger procrss, and; estab'lishes the direction 

in which we will proceed in order to place this crucial economic 

relationship on a satiSfactod and efIuitaqle footing. Hard 

bargaining on im10rtant issues 1emains, ,inClU~il1g the ""nforcement 

of agreements atreadY in effect. We : intend .to make tangible 

progress, andreeognize it will not be easy. We are committed to 

obtaining measulable. results under ~hiS :Framework, but ifI . ! I I 

consultations and negotiations under the: Framework do not make the 

requisite prQgt'eks, we will not hesitate to u!,?e' 'other approaches, 

including those that Congress has provid~d" iI;l; the trade laws. 
. I ' 

These prerogatives have been ful.ly safeguarded in the agreement. 
. . , 'I' . 

, : I 

. However, a vital took in buildi~g on the soli<;l ~oundation offered 
I· .' I 

by the Framework is 1n the continuing commitment of this 

Administration, It the' highest levels, :to: Se'~k: real, measurable 

I' . It' h': 'th:'improvements in our econom1C rea 10ns ~p ¥1 Japan. 
: 
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I 

Let me conclude by pointing out that shcc~:s~ in resolving our 

bilateral trade problems can onLy happeri through the hard work of 

everyone in this room. GovernmJnts can;influ~~~e the environment 
. I: I ' . 

for doing business in Japan, butl, atth~ end 9f .the day, it is up 
. I.~ ; !,' , 

to you in this room -- American: and' Japanese business 
I I .v 

representativ~s 1- to work toget?er to creafe opportunities and to 

take advantage of new opportunities. ¥fe ~nt,a;nd to work closely 

with you over the coming year. 

I' 

I 
• I 

, I • 

, I 

, 
! 
I 

I 

i' 

.1 

~ , 'I 
. I 

.. 
i I 

I, 
I, . 

,I , 
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status otth. u.S. - JapaD BcoDomic Pramework' , 
TestimoDY to the a-ous.Comaitte:ClOll Poieic1n Aftairs 
su):)committe.. OD Asia aDd the P,ac1tic and, BcoDomic Policy aDd 
T~~ 'i: 

I ' 

Ambassador Cha.rleDe Ba.rshetsky , , 

october 5, 1993 


, , , 

I appreciate the opportunity tOI appear ;before the subcommittees 
today to discuss the status of Ineqotiatio~s Under the U.S. ­
Japan Economic: Framework, and 9ur trade r~latiqns with Japan in 
qeneral. The timinq of this heari~q is particularly appropriate 
in that we have just initiated ithe' fir~t set:9~ neqotiations 
under the Framework. I anticipate intense bilateral discussions 
throuqh the re.mainder of this Yrear leacling up to a meetinq 
between the P:r:'esident and Prime Minister Hosokawa in early 1994 
to complete ttLe first' set of ac.ireements.; ~,:I ;', ,
As called for under the Framewqrk, we areicommitted to reaching 
agreement in the areas of qovezinment procUr~~rit, autos and auto 
parts, and insurance by early ~994, and agreement in all other 
desiqnated arEtaS by July. I '.' ' " 
Over the past several weeks, our negot1ators~k1cked off the five 
baskets under the Framework -- !qovernment,proeurement, other 
major sectorsr(initially autos ,and auto parts), regulatory reform 
and competitiveness, economic harmonization,iarid implementation 
of existinq arrangements and m~asures.: In these first meetings, 
we delineated our position, pa~ticularly on ~e hiqh priority 
areas noted above. I : , 
It is still t()O early to report to you ,on' proqress. Over the 
next several weeks, we will pr~sent the Japartese Government with 
specific propc)sals in many areis. ,'" , , 

Let me briefly review the Framework un4er'whic~ we are working. 
I have already listed the five Ibaskets. Unlike the past when 
U.S. neqotiators focussed on either structural' or sectoral 
issues, we are approachinq each problem areal at the intersection 
of structural and sectoral conqerns. This neqotiation is 
results-oriented -- process anq.procedural chanqe is not enough' 
unless it lE!ads to concrete chanqe in theimarketplace. We will 

, be usinq objective indicators, Ibothquantita~ive and qualitative, 
to measure these results, as the Framework specifies, tanqible 
progress towards market access land sales must, be made. As I have 
already outlined, we, ,have a firm timetable for "reachinq 
aqreements over the cominq yea~. Once'these;aqreements· are in 
place, we-will begin immediate+y to assess their impact. 
Finally, the :Framework includes macroe~onpmib commitments. Over 

, ----time,-. we. ,_expect.Japan~.s_~en~ account surplus, to decline and to 
see imports of, manufactured qoodsbecome mor~ in line with the 

I, 
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. I . " i:' 
level in most: other OECD countries. J.apan is 'committed to pursue 
objectives promoting sustainedi demand-le4 growth and increased 
'market access for competitive :forB::ign igoods 'leading to a highly 
significant decrease in its c~rent ac.count : surplus over the 
medium term. ' i " 

; ; !, 

We have a broad, complex, and intertwined biia'teral relationship 
with Japan. The health of thi~ relation~hip 'h'as a huge impact on 
global prosperity and security:., Today, 01l:7ab'ility t'? trade with 
Japan and to resolve the econom1.C asymmetrl.e~ that eXl.st have 
assumed an unprecedented impo~ance in' the l#aintenance and growth 
of the relationship. continued barriers in' access to the 
Japanese market for competitiv~ U.s. and ,foreign goods and 
services stym.ie American and global ecc:momiC;recovery and growth. 
As President Clinton has pointed out, such practices hurt both

I ' . ,
·the Japanese people and the global economy., , 

. I 'I; , '. 

. I:" 
We are cognizant of the fact that there is a: 'new government in 
Japan. We believe that implem~mtation: of: th,eframework . 
Agreement, on the timetable laid out within the Agreement, is 
fully compatible with the goal~ of the'Hosokawa Administration. 

I ' .We have noted and welcome repeated statements by members of the 
• - . I I': I

Hosokawa cabl.,net that lend support to the, need I for r.eal change in 

Japan. In pa:rticular, we welcome the pr~e Ministers commitment


• I, ,
to redoubleh1.s efforts under the Framework.: ~e look forward to 
working with ·the Hosokawa Government to produce the tangible 
results we need. Implementatiort of the 'Framework would, I 
believe, assist the new Gover~ent in achieving the changes they 
seek. I: ,: 

, . I' ': I,'
1 I ' • 

Let me turn .to two specific "~s~ets· under the Framework - ­

government procurement and compll.ance. : The government 

procurement "basket" warrants special attention, for it


• • I! , . •
symboll.zes l.n many respects the causes of our frustratl.on with 

I . ' past efforts to address barriers to the Japanese market. We look 
to Japan's compliance with the ,principles I laid down under the 
Framework, to address this areal, at last, l,ina definitive manner.

I • , , 

, i . " 


Since the latE~ 1970's, U.S. - Japan bilateral' trade relations 

have· been plagued with serious ~md continuing' disputes concerning 

Japanese GoveJ:'nment procurement

l 
practices ~ Th~s has resulted in 


the negotiaticm of numerous bilateral agreements on government

I . " 

procurement bE~tween the united states and ,Japan:. agreements that, 

although negot:iated bilaterally, applied to alIi countries in 

their efforts to sell to the Japanese Government. I count eleven 

such sectoral government procurement agreements, including:


I !!'. I • 

" : ,! I .: - '" 


five-covering
. 

Nippon Telephone
I'

and Telegraph (NTT) 
procurement practices (an hriginal' aqree~ent in 1980, 

. d f It' ) I I 'II......__ ..._that _.has b een _.renewe " our l.mes, " 

: : I 

http:frustratl.on
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·. 

'-­

, i 

i I 

two supe:t'computer agreements· (198;1, 1990) 
, . 

I . , 
two construction agreements

I 
(1988"
'.: 

1991)
' 

a satell.ite agreement (1990)I - ; I 

a computer agreement (1992). " , 

In each case, the Japanese Govlrnment co~itted to introduce new
" .! jl.

procedures that would prov~de greater transpar~ncy and non­
discrimination in Japan's govefnment pro~emept regime. 
Typically, as particular problems were I a~dressed in a specific 
agreement, others subsequentlylarose in the given sector. 
Despite the removal of many pracedural ob'stacles, with the 
exception of the communications satell~te! area~ we have not seen 
significantly increased access to the Japane~e Government market 
for foreign gc)ods and services, which the agreements had 
anticipated. 

The numbers speak for themselves: 

--In computers, where U.S. fiJs are highly c'oz'npetitive 
internationally, foreign computer manu+acturers, at the time of 
the 1992 aqrer~ent, supplied l~ss than one percent of the central 
Japanese Government mainframe _arket, qespite having 41 percent 
of the private market in Japan.1 We do 'not yet have data to 
ascertain wbet-:her this disparity has been reduced. 

-,-In supercomputers, where U. s.1 f irms ~e, undi~puted world 
leaders, U.s. firms have never ~on a headito~head competition
with Japanese firms for a government pz;-ocuremept, despite regular 
wins against Japanese machines lin the EC ~J.Cet, and a 
significant showing in the Japa:nese priva~e ~ector market. 
Although American supercomputer,s have 8,4 perceqt of the installed 
base in the government supercomputer mark~t in ,Europe, they 
represent barely ten percent in/ Japan., ' I 

--The Japanese public construction mark,et' has, remained shut 
against· foreign penetration, ev~n thougb U. S.: firms have captured 
over 45 percen.t of the international construction and design 
market compared to just 1.2 perbent fo~ Japanese firms.

Ii, 
--Finally, despite our long series of t~lecommunicatlons 
agreements spanning nearly a debade and; a ·half and the clear 
global strength of u.s. firms ib this area, foreign penetration 
of the Japanese telecommunicatibns procUrement market remains 
minimal. The u.s. share of NTTfs total'p~ocUrement has never 
exceeded seven percent. Government agencies f,uy little" from 
foreigners. OVerall, the average foreign share of the private
and public telecommunications market in' the industrialized world 
other than Japan is 25 percent. i Yet the fpreign share of the 
same market in Japan is only five percent.; The lack of u.S.

'. I :' 11' 

I ' 
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penetration i.nto the radio telecommunications: market is a matter 
of especially' grave concern. i '! I :; 

, I '.- : 
.,. 

',i , -,.: 

_ I , ; f 'I .' 

Our expectations for the achievement of tang:il;>le results, under 
the government procurement basket of the~Fr~ework are captured 
in the Framework agreement. In the sectors; cited in this 
basket -- telecommunications, medical :technolo9Y, computers, 
supercomputers, and satellites1-- u. S.: firmS. are unquestionably 
competitive world leaders. Th~s has been bo~ne 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 withi~the direct 
responsibility of the Japanese IGovernment -":" the government 
controls the size and growth of the market, :controls the products 
to' be procured, sets the specifications, ;terms and conditions for 
the procurement, decides the t~ming of, the pr9curement, cho,oses 
the winning tender, and controls follow-on prqcurement. 

The government procurement baslet is tpus ~ important test of 
Japan' sintention to implement Ithe Framework ~ : The markets 
concerned are .well defined; o~ produc;tsin those sectors are , 
established world class compet~tors; anq, th~:Japanese Government 
is the sole accountable actor ~n making or breaking the 
commitments undertaken in the Framework. I 

·1 ; 
The other basket I would like to focus: on t~ay is the critical 
implementation basket, which encompasses 1the 'existing trade 
agreements with Japan. It includes over two dozen such 
agreements, "among which are aqz;eements; on s~iconductors, paper, 
wood products, glass, legal se~ices, and th~ongoing efforts to 
address the medical and pharmadeutical~ trade under MOSS. I 
should add that we are continu~ng to deal wi,th: other agricultural 
agreements in our u. S. - Japan ITrade committee. '. 

Some have brought pr'ogress; others hav~ thuS' f~r failed to reach 
the intended results. We have jbrought' th~sele:icisting agreements 
and measures into the Framewor~ process sp tpat they will receive 
the full, high level, attention 'and resOUfceS?f both the u.S. 
and JaJ'anese Ciovernments. I ' : : " 

Where there hclS been progress under ex~stingl agreements, we hope 
to harness this momentum as a fbundation for: further market 
access. Where ,these agreementslhave'fallen ;=;ilort, it is the 
responsibility of both governmerts withinth~slbasket to 
determine why and correct the problem. , , , 

Activity undel~ this basket is c1itical ;to I mai~taining the 
credibilit¥ and efficacy of thei negotiating prqcess: We have 
sought to l.mpx'ess upon the Japanese that a substantl.al reason for 
the corrosion of our economic and trade relatiqnship over the 
past decade has been precisely the issue of previous agreements

I 'i ,, ' 

http:substantl.al
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which have not, reached their potential. Thei i~plementation
basket offers a crucial venue fbr resolving these shortfalls in a 
bilateral approach. 1 ­
We have agreed to assess each area under theiFramework and to 

,evaluate progress based upon se~s of objec;:tive,criteria, both 
quantitative and qualitative. This is :a key:theme of the , 
Framework. We must see tangibl~, meastirableresults in all 

I. ' areas. Many of our agreements ~n the ~ast have led to change in 
, process and procedures 'in Japan~ but we have.not seen increased 
sales and business for Ameriean1and forfeiqn fitms. 'This cannot 
continue. Change that leads tOltheoretical C?Pportunities for 
foreigners but that allows invisible barriers: to continue is no 
change at all. I, , ; !: 

1 ! 1 

Let me turn briefly to the rematning ba:skets :under the Framework. 
In the area of autos and auto parts, we are concerned with 
continuing serious problems in the ability of Americans to sell 
vehicles in Japan as well as in,ufficient, :Japanese purchases of 
American auto parts, for use in their auto Iplants in both the 
united states and Japan. The atl1to sector 'represents over 60, 
percent of our bilateral deficit with Japan. Significant 
progress is necessary in this a*ea in order ~o make a real 

'difference in our bilateral trading relationship. 
j . I 

Under economic harmonization, issues of intellectual property 
rights protection, insufficientjaccess to Japanese technology, 
inadequate relationships between Japanese buyer,S and American 
suppliers, and serious constrairtts on fpreiqriers' ability to 
invest in Japan all deprive Americans and :other' foreigners of the 
substantial success they should Ihave in, the ~ap~ese market. 

Finally, in the regulatory refoljlD basket,over-~egulation, non­

transparency, and discrimination in the: fjJnancial services and 

insurance sectors, as well as the broader iss,ues of ,the Japanese 

distribution system and a~ inad~quate competition law policy 

regime, impede globally competitive American firms. 


Particularly in insurance, as td which and: a~eement will be 
tabled shortlYn although Japa~ has the third largest insurance 
market in the liorld, foreign acdess ,has' been limited perennially 
to only about a 2.5 percent marJdetshar~. ,We'believe that this 
limited'foreiql1 access to the J~panese mar~et:'i~ caused by, among
other things, t.he non-transparent requlc;lto;ry r:eqime, a highly 
concentrated industry structure,j keiretsu and, cross-shareholding 
arrangements, and a highly restr1icted iJ)suranc.e, product approval 
process which JLimits innovation. The J~panes~ Government is 
aware of "the n".ad for change and, is currently: in the process of 
drafting legislation to reform the Japanese insurance industry. 
We plan to reac:h an agreement byj next January I that would ensure 
that the issueS I have just listed are effectively addressed. ' 

! ;' ,1; , 

i, 
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By itself, the Framework achieves no ~arket;6pening. It is the 
beginning of a process and it is to tne 4ct~al! negotiations of 
agreements under the Framework to··..which our fuill attention and 
force must be directed. It is cr:ftica'l that the Congress and the 
Administration work closely on these i:ssues ;that are so important 
to our economic future. Thank you. 

: ' 
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Regional Trade Pacts: cataly~ts or catastr~p~es? 
Remarks by Ambassador Cbarlene Barsbefsky ; 
Overseas De,,-,elopment council 

.. october 14, 1993 

Thank you fc)r inviting me to 
pleasure to be here. 

The Administration's highest 

, J 

, ' , ,I, 

appear on thi~, panel. It is a 

trade priorit1ies right now are 
" ,

getting NAF~rA passed by the Congress; and; .: 

successfully completing the Uruguay Round,: ;and then getting it' 

approved by the Congress. 'I ' ' 

Obviously, both are very difficult tasks. The Uruguay Round 

contihues in a precarious state with, the global economic costs of 

failure, al,ong with the poli~ical prl.ceof 'changing the status 

quo, very much on the minds of leaders 'ar~und the world. However, 

there is a determined effort I underway in Geneva to find the 

negotiating equation, or group of equat'iot1s,' necessary to solve 

this seven year riddle. I ,', , 

NAFTA, meanwhile, is being dbbated in the 'Congress. We, in the 

Administration, believe the bontroversy over the agreement 

u:J.timatelystems from the le~itimate, cdncern'speople have for 
their economic future, but these are, the very concerns that we 
are trying to address with ajsreements lik~'NAFTA that will grow 

_ 	the economy and create jobs. '. ; : 
The Uruguay Round and NAFTA debates .raise,questions about the 
importance and role of regio'na I trade pacts lin the coming years, 
and what U.S. policy will b~ in regard ,to ,them.

I " ,
The President has repeatedlYj stated that trade policy is an 
integral part of domestic economic policy; ,the goal of which is 
to create a growing, high-w~ge economy. Expanding trade is a key 
mechanism for doing that. H~nce, it 'is vita] to us to obtain

I 	 , 
greater access to markets alound th~ ~~rl~ .• I ' 

In addition, the President has madeit'clear that a trade policy 
premised on opening markets Ican be a buttress to our foreign 
policy objectives. Completing trade agreements, whether on the 
multilateral or regional baSis, with countries that have made 
recent transitions to democ:r:-acy cansuppoi:'t'those transitions. 
Countries that are receiving the economic; benefits of increased 

, ' 	 • j I 1 .. i

global trade, and real1ze they have:to play by the rules to 

maintain it, are less likely to slip back'into authoritarian 

regimes, all other things bEHng equ~l.: :': ' , 


I ", 

We want to see the developing countries snare in the prosperity 
and stability that comes with expan~ion of global trade. It is 
good for them, but it is good for us, too:. ': 

The Administration is in thl process o~ a~s~ssing the post-NAFTA 
and the post-Uruguay Round agenda; what. our,trade priorities will 
be for the next three years; and how we w,ill balance the concerns 
of multilateral, regional, jnd bilateral negotiations. 



, I," 

i . 

I' . , . 
I 

since the mid-t80s, the united states 
, 

has pU:t;'sued a multi-track 
approach, by addressing u.s. linterests and negotiating agreements 
multilaterally, regionally and bilaterally. qur major 
multilateral effort has been to urge:concll:lsion of the Uruguay 
Round. 'The regional approach has come into'playwith NAFTA and 
the increasing importance of APEC. Arid of c9urse~ we continue to 
engage in numerous bilateral initiatives. i'l 

! ' 

The Clinton Administration will continue this multi-track 
approach to our trade relations and to trade:: liberalization. We 
do not see t:he three types of negotiations, as mutually exclusive. 

• I ~Indeed, each can work. to re1nforce and promo:t:,e trade 
liberalizatlon. I I : 

Clearly there is a trend toward regionalism within the context of 
the multilateral system. There are also evolving trends in 
globalization and in multilateral and unilateral liberalization.

I il"

These trends reflect a const~uctive effort; on the part of global 
trading partners to respond to the increasingly rapid pace of 
economic act:ivity taking plade at all levelsl, of our economies -­
traditional areas such as agriculture and manufacturing, as well 

.' ( j , • 

as new areas related to serv1ces, tec;:hnplogy::and cap1tal. 
, . I 

We see regicmal and multilatJral neg6tiations as 'complementary. 
Multilateral talks are an andhor for.regionp.l ones, while 
regional talks can serve as ~ lubricant· for multilateral talks. 
This has beEm our experiencelwith the freejtrade negotiations we 
have conducted to date, and we are confident.this will continue 
to be the cclse. It should be Inoted t~at the founding fathers of 
GATT must hc'we anticipated this situation,' since they allowed 

• ' . I 'Ifree trade areas 1n the GATT rules. : ' 

Let me focus for a moment on two areas that: are becoming 
increasingly important to the united states the Asia-Pacific 
region and .1~at~n America. I ,I': : ,i 
The countr1es 1n these two areas hav~ growth rates that exceed 
those of thE~ European Commun~ty nations;. M~my of the countries in 
Asia and La1:in America have chosen, in rece'nt years, to castoff 

• I' • 1 or sharply l:,educe econom1C c9ntrols and, h1gh' degrees of 
regulation. The result has b~en booming! eco'n9mies for those 
countries and booming exports for the us •. ' • 

The Asia-Pac::ific region is t~e fast~~t gro~irig area in the world. 
Forty percent of American traCle is with. th~~.region. 

Latin Ameri(::a is the second fastest growing region in the world 
and over 16 percent of 1992 U.S. exports w~r~ to this region. 
Latin Americ::a was also the largest recipient. of u.s. foreign 
direct invef;tmentof .any dev~loping country region.since.19.82, 
u.s. exporb; to Latin America and the Caribbean increased 127I . . . . , 
percent and are growing at over twice the ~ate of u.s. exports to 
the rest of the world. '. 

i. 
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In Asia, the. united states supports a stronger, more act1ve APEC 
that will ta.ke on a role as a forum for: coru;ultations on trade 
policy and e.xpansion of trad~ and in"r,estment. APEC's goal is to 
facilitate economic ties whi]e supporting the multilateral 
system. I . 

As to Latin America, President ClintJn has made it clear he 
supports add.itional efforts tio open markets ~ith the countries in 
Latin America, including the possibility of joining NAFTA, 
assuming they have made the p'roper politic,:\l .. and economic steps, 
including the opening of thei~r trade and i:r;l'vestment regimes. The 
Administration supports GATT :consistent:efforts within the region 
to form sub-regional groups a's a way to open :markets and expand 
trade. We intend to remain en1gaged in the region to serve as a 

• I , •catalyst for market open1ng, u.s. exports, 'and trade expans10n 
and are currently exploring hbw best ito.accomplish this task. The 
President's commitment to pur~ue a free:trad~ arrangement with . 
Chile remains. We hope to bui:ld on this ,ongoing regional 
revolution over time. I ' 

Our goal~ mo~t broadly definep.~ thus,;. iJ t~ade liberalization, 
because 1t w111 lead to globa!J.. econom1C growth. That enhances our 
domestic economy, and the ecohomies of all the nations involved. 
While the multilateral systeml remains' the ~ain'force to advance 
that goal, bilateral and regional agreements 'can accomplish this 
as well. I . 

We already 'have ,'experience thkt shows bilateral and regional 
approaches buttress the multilateral system~' 

. '. I ,:,: . . 
In the bilateral area, our Special 301 program supported our 
pursuit of e:nhanced intellecthal property rights protection in 
the GATT. I' , ::, 
In the regional area, each FTA in existence:has provided a basis 
for greater 9lobal liberalization under ;the'GATT. The Free Trade 
Agreement with Israel provided a, basis for !~pgrading theGATTo's. . I. '\ !I

d1sc1pline ,on Balance of Paym~nts act10ns taken under GATT 
article 18. ~rhe Canada-U.S. FtA addressed ~ssues previously 
uncovered in FTAs, such as energy andl services. NAFTA has some of 
the most comprehensive intell~ctual p~operty rights and 
investment disciplines which ~xist to, date. ,NAFTA has also been 
innovative in addressing envi:tonmenta~ and :labor standards -­
issues which will no doubt be.of concern·to 'other GATT parties in 
subsequent GATT negotiations. I . , 

. I I 
! i: i I 

These are examples of how regional and b,ilate;ral approaches can 
"ratchet up'" the multilateralsystem,:to: use Fred Bergsten's
phrase. ' , . 

Whether we expand trade with Asia and: Latin ,America (or other 
regions) through multilateral) regional or'bilateral agreements, 
the challenges are formidable: ' , .: ., 

, ' "'. i 
There are grE~at disparities i~ levelsiof! ecpnomic development in 

" I :1 
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these areas, as well as the degree o~ openne~s. 

,;,' ; ;1 
I , I 	 , 

IWhile market oriented reformsl are gailnirig *upport both in the 
government and the public in these nations j " government 
intervention remains high. 	 _! i ' :: I 

; 
. 

: ! Ii 
Infrastructure bottlenecks arle becoming! a se:tHous concern in many 
of these countries'and a cons~raint on further growth. In 
addition, outdated regulation!:? often iimped~:solutions to these 
problems. A number of studiesl, including a 'report by the World 
Bank and a report, commissioneCl· by MI~I ~n Japan, support this 
conclusion., 	 IIII 

• ' ' 	 I I 
, ' 

Trade barrie·rs still significantly limit trade in the area. While 
.trade volume is growing, it c6uld be ;highet; lif barriers were 
reduced further. In addition,l.gainin9j cqnti61 of inflation and1 

bringing about sustained macroeconomi,c stabil1ity is a central 
factor in driving up trade fl6ws bothb~iattjn:';allY', regionally and 
globally. I: Ii: ',i 

, I "I 

Finally, many countries in these regibn~ have! yet to commit to 
high standards in investment, services, aI1d"!intellectualII 

property protection. 'I '. i :" 
'" ! I '" II I I , 

Such formidable problems necessitate creative'ly using the 
multilateral, bilateral and rtagional ap~ro~c::h~s to trade 
negotiations. 	 I:I 	 I 

' , I .; I
I I ' , • 

I I• 	 I I I I '.
A creat1ve approach also means that we ~eed:to pull together all 
export-related policy instrum~nts -- trade :riegotiations,export 
finance, and export promotion I -- into: a icoherbnt and 
comprehensive u.S. strategy. In addition, ~ehave to closely 
coordinate with the u.S. 'private sectbr !an~ :other interested, 
groups. ' , . 	 I' , ,i ',":1 ' ., . 	 I I I' t, • 

. • • , ' I ~ I : 	 ' 

I hope then, that I have answered the,qUesfiqh raised by this 
panel. Reg'ic:mal trade pact;.s are a catal:yst.; They should not be 

• I I I I ' 

seen as a threat to the multilateral ~ys,tem.They should be seen', 
as building blocks when they are GATTi consi!stEmt, buttressing the 
multilateral trading system and adding ~o it.: They are only a 
catastrophe, if they hinder glcl>bal 'trade :or :result in exclusive 
and competin~l blocs. These oatcomes ~re: ob:vipusly to be avoided. 

Ultimately,' the multilateral ~tading ~yske~,~~ the GATT -- has, 
since its I founding, been succ~ssful as the main ingredient in 
sustaining g~lobal prosperity, and shoOlai' be:al the top of .global 
trading systE~m fopd chain. ' ,I I ! : :1 

I: : 
I, 
: 
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Introduction 

! am: deliqhted to be here todayto:discus~ {10. S,., , -, Latin 
American and Caribbean trade an~ investmen~ policy. I am sure 
there are many of you in the audience with both expertise and a 
keen interest in the topic. Itlis a topic tha:thas taken on 
increased interest in the Americas as the countries of this 
hemisphere pur:sue their economi9 interests in: this uncertain and 
unrel~ntingly c:::ompetitive global economy. :" ' 

The Administration's Overall Policy Objectiv~s,: 

I want to start by touchin~ on the C.lJinton;,Administration's 
overall economic policy objectiyes because i~is the basis·of our 
trade and investment policy. T:p.is Presidentha~ a deep, 
understanding and interest in the effect on the: U.S. economy of 
the global economy. ,The two ar~ inseparable ;and our economic 
futures are ultimately one 'in t:p.e same.: The 'pr'ocess of global 
economic transformation is not a distant topic 'of discussion for' 
those who may be intellectuallyl interes~ted, but' a reality on 
mainstreet U. S. A. ,It holds both promis,e and :peril. Our 
objective is to seize the promi~e and pursue:global, hence U.S., 
economic growth. I' : ::' 

To do this requires an int~grated ·!appro,?-ch to economic 
policy which starts at home with a greater emphasis on broader 
and coordinated participation ib policy: making., We are doing 
this under the rubric of a White House ,coordinated decision­
making forum - the National Ecdnomic Council: (NEC). Improved 
education and labor skills, heailth care refo:t:in,: deficit 
reduction, increased national Savings, !more efficient and 
effective government, stimulation of research; and development and 
defense industry conversion all are part of ~he Clinton 
Administration's 'agenda to imp~ove our ability to effectively 
compete in the global economy to improve the: lives of Americans. 

Trade and investment POlidy is an in~eg~ai component of our 
overall economic strategy. It is the ceri~ral ,role of trade 
policy to opera markets, expand trade, and stimulate U.S. and 
global economic growth. Never before ,hasJtrad~ and investment 
policy been such an important element in pur, economic policy and 
fortunes. Approximately 25 percent of 'our gross domestic product 
is reliant on trade, and this percentage ~s expected to increase. 

, I ' , 
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The global economy is our futurJ already. ; The: American public 
senses this and it has created the unease in some that naturally 
occurs with what is thought to be the unknown ~ .' 

The Administration believesl that giObal e~onomic 
interdependence and trade expans!ion offer t.angl.ble routes to a' 
new prosperity. Export related ~anufacturing~jobs pay better 
than other manufacturing jobs by as much as l?percent. The 
opportunities for the u.s. are enormous in!a broad range of 
capital goods, telecommunications, computet r~lated and digital 
electronics, creative intellectu~l property reliant industries, 
not to mention high valued addedl agriculture and other high 
skilled manufacturing and servic,e sec,tor;s.' UJ?tapped markets 
exist for those prepared to pursue them ;and we intend to do all 
we can to help u.s. firms capturr them. ; I:' 

Latin America and the Caribbean: I Its PI,ace in, the GI<?bal· Economy 

Latin America has undergone a profoiund economic and ( 
political transformation that ri~als'any region ,in the world. It 
is now a dynamic region of economic growth; the second fastest 
growing region in the world after the As;ian Pqcific Rim. Less 

. • • I. ,. .
than ten years ago l.t was ml.red !l.n the "lost decade." It's 
economic prospects have dramatically changed with bold and sound. 
leadership that recognizes the crucial role the global economy 
plays in domestic economic prosp~rity. Rather than turning 
inward, markets have been liberalized and eompetitive enterprises 
that grow jobs, hope and security have been created. 

:' 'I , 

To their credit, Latin American and; CariJ::::)bean leaders are 
moving rapidly -to build yet morel opportunities for their 
economies through bilateral and sub-regional market opening 
agreements that have helped, alortg with sound macroeconomic 
reform, spur trade within the region. Aggreqat~ trade in Latin 
America and the Caribbean jumped I from $186 ,billion in 1985 to 
$326 billion in 1992, and increa~e of 57 percent;. During the 
same period, rel;Jional aggregate ~mports ~rqm all: sources ' 
increased 12 percent per year. The leaders of ,Latin America and 
the Caribbean recognize that acc~ss to developed country markets 
is not enough _.- that a new prosperity starts :at home and with 
immediate neighbors. For example, the averiagetariff peak in 
twelve major countries in the region during the 1986 to 1992 
period decreased from 118 percent to 27 percerit ,ad valorem. 

. " I: :, I 

Latin Amer :lca 's success is our success., a'nd l the same goes 
for other regiol'ls of the world. I Let me giVie you, some numbers' to 
illustrate my p()int. Forty three percent o.f all imports into 
Latin America al'ld the Caribbean chome from the U. 8. U. 8. exports 
to the region r()se from nearly $14 billion 'in ,1988 to nearly $76 
billion in 1992, an increase of!?8 perce~t., U.8. exports to the 
region have increased at over twice the *,ate of U.S. exports', 

I' . 
, l' 
, .' 



-3­

overall and thi.s was also the largest ,developing country region 
recipient of u.s. foreign direct investment in 1991 (the latest 
figures available) - $77 billioti. The u.s. ran a trade surplus 
with the region in 1992 of $7 billlion, the first time we ran a 
trade surplus with the region silnce 1981. ' 

As a percentage of total u.ls. expoits' during the 1988-92 
period, export.s to Latin America,n and the Caribqean increased 
from a little over 13 percent to' nearly ,17;percent. U.S. exports 
of manufactures. du~ing the. perio:d increaseq fr6~ some $39 billion 
to nearly $70 b11110n, an 1ncrease of 56 percent. And, our 
capital goods exports to the reg1ion, wh~chtendito support higher 
paying jobs in the U.S~, are extremely competit~ve. 

,j' 

, ,u.s. Policy and the Region 

u.s. policy toward Latin America an'd fhe'c~'ribbean has 
historically been heavily focused on pol'itical concerns, much of 
it stemming from the days of thel u.s. - :soviet ,rivalry, and often 
related forms of official assistance. Those days are gone. The 
driving factor in our more maturbpolicy: towards; the region is 
our collective economic future. I The President is committed to 
making the Americas a better place to live through expanded trade 
and investment opportunities, and over t,ime, through the eventual 
creation of a hemispheric free t:tade zone. : Preference based ' 
elements of our trade policy towards the' r~gion remain intact, 
including the Caribbean Basin Ecbnomic Recovery Act, the Andean 
Trade Preference Act and' the Gen~ralized' sy;stem of Preferences. 
The Administration is also explo:ting var~ous a4ditional ways to 

, expand trade. Let me briefly e~plain wpat trade policy elements 
are in place and then touch upon additional: considerations. 

, 	 ' , ,! 
~ ; ':

Element One: The Uruguay Round 
,I , ~ 

At the top of our integrated approach 'to tr~de,policy, which 
includes complementary mUltilatetal, region'al 'and bilateral 
agendas, is the successful conclusion of' th'e Uruguay Round by 
December 15. This is the best opportunity be{ore us to open 
markets within the Americas. If Isuccessful, it will set in 
motion a range ()f actions unprecedented in g-lobal economic 
history. It is estimated that algOOd Ur~guay Round agreement
could produce, after ten years, net U.s. 'employment increases of 
1~4 milliOll job~;, average productivity increases for labor 
slightly over 2% and a real wage gain of: 1.6%.' ,In addition, 
USTR and the Council of Economic Advisors estimated in 1990 that 
if we assumed a one-third cut in global tariffs' and in, reductions 
in non-tariff bc'lrriers as well, it would ~ result in a $1.'1 
trillion increase in global econ6mic output, over 10 years. 

It 	is time to finish the RoJnd. We 'Sh~Uld"I1ot tolerate a 
situation where trade agreements 
languish for s~ven years. The 


, , 
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I 
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world is moving' too fast now. Governments come and go, 

technologies change, and economi1es are z:evolutionized in that 

amount of time. Just look 'at L~tin America. 


Element Two: Sub-Re ional Under s 

The likely nearest term siJnal the IU~S. ~i~l send regarding 
its ability to move forward and leffectively cope with global 
economic transformation is the Congress~onal vote on the NAFTA. 
However, our effort to form a f~ee trad~ a~eairi the northern 
sphere of the Americas involvin9j Canada 'and Mexico is not unlike 
the phenomenon that is occurrin~ allover the AMericas. The 

.Southern Common Market, or MERCO,SUR, the G-:3 agreement involving 
Mexico, Venezuela and Colombia, the Chi~e-~ex~cq and Chile­
Venezuela agreements, the Central Ameriqan!Common Market and the 
CARICOM involving the english sp1eaking riat~ons of the Caribbean 
are all examples of sub-regional efforts to open markets and 
stimulate trade and investment. ' : I , :, 

. l' 1 ,I 

1 

The process of integration in Lati~ America is economically 
inevitable and we will work with. sub-regional;groups where 
possible to intensify market opening action.iThese sub-regional 
groups will be an important factor in tqe effort to move towards 
hemispheric free trade. It behobves us :to'recc;>gnize this reality 
and respond to it with constructlive effdrt~ i~: market opening and 
trade expansion. . . . I ' . i.: :' .' . 
Element Three: B1lateral Efforts " 

. Bilateral efforts at openinb markets ~re:~ inecessary 
component of any u.s. trade poli6y stratiegy for Latin America and 
the Caribbean. Bilateral agreembnts can set important precedents 
that encourage higher standards pf discipline;in the trade and 
investment arena. The existing ~rade and ~nvest:ment framework 
agreements with virtually every cQuntry:in'the region, with the' 
exception of Haiti and CUba, arel vehicles that'should be utilized 
to focus energy onqoncrete problem soIViing.:BeYond the dialogue 
under the framework agreements, we intend tiowork constructively 
on a bilateral basis where important tra'de and' investment 
interests are· at stake • Bilatedll "buildil)g blqcks" such as 
investment treaties and intellectual propelity;rightsagreements 
can play an important role in ra~cheting, up regibnal and 
multilateral disciplines and in improving the 'overall bilateral 
relationships. I, ' " 

, , ' ! ; : ',~ 

The President is committed to· pursuing a free trade 
arrangement with Ch~le. Such. ani. arrangemel)t w<?~ld not only
advance the respect1ve econom1C l.nterest's of Ch1le and the u. S. I 

but it would be an important step in operliqg up markets between 
North and South America. The President has also indicated his 
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1n eres 1n a 1 10na arrangemen s with e'f0n9mi,cally appropriate
countries in the region. 

" ' 

Additional options , " 

I , ' . 

The Administration is also examinin:g add~tfonal ways to 
stimulate the opening of marketsl and expansion'qf trade within 
the Americas • Broad based regiona'l effort~ in' confidence 
building measures, for example e6camining custqmf; facilitation, 
tariff schedule and rules ~f ori~in har~~nizati~n, andi~proved 
transparency of trade and 1nvestplent reg1mes may be cons1dered. 
Regional discussions on these issues canhedp!round out the 
effort to confront trade impedim'ents col:lectively as part of a 
multi-pronged 'strategy, but the process ,sh6uld:include a concrete 
work program. The APEC experien:ce may be a u~eful guide in this 
regard. Although efforts of this type are'not'rtecessarily , 
headline grabbing, they can havelimportant implications for the 
trade and investment community and sign~l a pragmatic approach to 
work cooperatively together to e~and t~ade o~portunities. 

:' I 

Conclusion I , ~ 

In this time of global economic transformation, the ' 
President, understands the necesslity of, 'and i~ committed to, 
moving forward. He has organized the policy making apparatus in 
the Executive Branch to better develop policy:and accomplish his 
objectives. Expanded trade is a~n integral, component of the 
Administration's economic policy; objectives atihome. Latin 
America and the Caribbean provide sUbstantial ,new opportunities 
that we intend to pursue. ' I ' ! I ! , " 

, I ., 

There are those that will always resist 'efforts to change 
the status quo. We need to recO:gnize t~is,deaI with it in 
constructive and sensitive ways'l and craft policy mechanisms for 
change that will keep us economically healthy~ "Change is a 
constant in this global economy.1 We cannot stop it; we can, and 
must, seek out new opportunities and greater prpsperity. The 
Clinton Administration is determined to ,do, just ithat. Thank 
you. 

I ' 
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Introduction 

I am delighted to be here t~day to discus's the Clinton 
Administration's Goals for the upcoming annual Ministerial 
meetings of APEC.: the Asia-racific Econo~icJ cooperation forum. 

. I' , . ' .1 

The Administration's Overall Policy' Objectives 

I want to :3tar~ by t~uchin<.11 on. the CI;nton ;Administrati~n' ~ . 
overall eCI::>nom1C po11cy Ob)ect1ves pecause ;they help expla1n the 
importance we are placing o~ APEC. i This President has a deep
understanding and. interest in the e:ffect Ion the U.s. economy of 
the global economy. The two are inseparable and our economic 

I I!' I" ,

futures are ultimately one ~nd the ~ame. "The process of global 
economic transformation is not a distant !topic of discl.lssion for 
those who :may be intellectually interested;. but a reality on 
mainstreet U.S.A. It holdsi both prbmise;and peril. Our 
objective is to seize the promise a'nd 'pU:I:,sue global, hence U.S., 
economic growth . I I , 

Expanding exports and the jobs linked ,to i~.xports is an integral 
component of our overall ec6nomic s'trategy ~ Promoting free trade 
and open 'm~rkets around thel. world i~s ?entra'l to our trade policy
and essent1al to our econom1C well-be1ng~At present 
approximately 25 percent ofl our gross ,domes,tic product is reliant 
on trade, and this percentage is eXpected ~o increase. 

The Administration believesl that 9iOb~1 ~conomic interdependence' 
and trade expansion offer tangible.:routes, to a new prosperity. 
Export related manufacturing jobs pay,better than other 
manufacturing jobs by as mu6h as 17 perc~nt. The opportunities 
for the U.S. are enormous ib a broad range 'of capital goods, 
telecommunications, computer related and.digital electronics, 
creative intellectual propeirty relllant industries, not to mention 
high valued added agriculture and other high skilled 
manufacturing and service s:ectors. ' Untapped markets exist for 
those prepared to pursue t~em and we intend to do all we can to 

'1 ' help U.s. firms capture them. i,: . 
, I '.' 'I 

Asia and the Pacific: Its ~lace in the Giobal Economy 

Asia and' the Pacific, as dJfined by APEC' s,' 15 members, is the 
most economically dynamic region in the world. It combines five 
major ~ndu.strial economies,1 the fo~r Asian :newly-industrializing 
econom1es often referred to the fo~r ~ragp~s, and the fast ­

, . 
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emerging economies of the ASEAN nation~ and Ithe People's Republic
of China. I I' 

Collectively the 15 APEC ecdnomies represent the most powerful 
regional economy in the world. Togeth~r they contain 40 .percent 
of the world's population, have a combined,gross domestic product 
of $13 trillion.and account Ifor 40 percent of total world trade. 
In 1992, our trans-Pacific trade exqee<led our trans-Atlantic 
trade by 50,percent. u.s. investme~t,+n ~sia and the Pacific 
doubled between 1985 and 199 

1 
0 while :at ,the same time, Asian and 

Pacific investment in the Urdted states has, :become an important 
. source of capital for our owrt economic growth, not to mention new 
jobs. Today there are aboutl 2.5 mil!lion jobs in the United 
states that are dependent of Asian t'ra4e. ' 

_U.S. Policy Towards Asia andi the Pacific 

President Clinton, in his adhress at: Tdkyo's,waseda University 
last July, noted that the tike has come for America to join with 
Japan and i-ts Asian neighbors to cre~te Ita new Pacific 
Community.'" Viewing the Asih-Pacific :r;egion' as a vast source of 
•. • I • :' '. .Jobs, ~ncome and growth for Amer~cans, ihe descr~bed APEC as lithe 
most promising economic foruk 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: ye1ar ,that the United states 
is chairing APEC. He seeks ~o capitalize :on, this opportunity to 
emphasize the importance of the Asia-Pacificregion'to the U.s. 
economy. Ii' 

I' 

In keeping with our domestic. policy ¢>f expanding the job market, 

part of our economic strategy is to open up new markets in areas 


'of fast growth, such as the Asia-Pacific region, in order to 
maximize our opportunities there andiavbid' handing them to our 
competitors., . ' 

Another part of our economic ,strategy i~ to seek ways to meet the 
challenges we will face if we are tOlbe: competitive. Already, 
the EC's trade with Asia is bn the brink of surpassing that with 
.' • I .' ,the Un~ted states for the furst t~me. We need to develop 

constructiVE! alliances with bur neighbors fn the Asia-Pacific 
region if we are to adapt suqcessfuliy t.o rapidly changing global 
economic dynamics and remain!a leader ih the:Pacific. 

, I I ' 

Demonstrating his high level IOf commitmentt~wards APEC, the 
President will host an unprecederitedme~tii1giwith leaders of the 
15 APEC economies in Seattle Ion November 20 1

• : 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 leader~ come to t~e united states to meet 
collectively with a U.s. Pre~hdent. :This meeting, Which will 
discuss how to reduce barrier1s and c:r:eate opportunities among 
APEC members, will follow the Fifth APEC Ministerial meeting 
which will take place on the l18th and l~th,of November. 

I 
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APEC 	 and Its Importance 

The Administration views APEC as the i'de~i'vehicle for forging
• 	 •• I • .' .. ' •new relat10nsh1ps w1th our AS1an and ~ac1f1c ne1ghbors as we 

jointly look ,ahead to the 2~st century. :Selieving the Asia­
Pacific reqion will be critical to the united states' economic 
future, we'support a strong~r, moreladtiv;eAPEC that will become 
the forum for regional trad~ and inves~tme'nt' liberalization, as 
well 	as bl:-<jader economic c09peration.! :,: 

, 	 , 

When 	 APEC was founded in 1989, it wasess'entially a facilitation 
and cooperation forum having as its!major'objective the 
successful conclusion of the Uruguay Round.,: Since last year's 
ministerial meeting in Bangkok, how~ver, work has expanded 
significan1:ly to address practical I;Ileansto, 'reduce transactional 
costs of trade within the rEbgion anc;l to lay; the groundwork for 
future policy decisions. I, :' : " 	 , 

The Admini~;tration' s Goals for APEC' s MinIsterial Meetings 

As chair of APEC this year, Ithe United l st~d~s has selected the 
development of APEC's role in interregIonal: trade and investment 
as its theme. Towards this [end, ,we:haye proposed a Declaration 
on an APEC Trade and Investment Framewprk:that would take APEC 
beyond its current role as ci facilitation,'and cooperation forum 
to more of a policy role tolbe expanded through consultation and 
consensus by its members. This proposal recently received the 
blessing ot: APEC Senior Officials aI)d will.· be presented to ' 
Ministers in Seattle later this month for adoption. 

In additiort to the adoption 10f this I Tr~de'; 'and Investment 
Framework ~re are planning three other key! results at the 
Ministerial meeting: , , 

I 

o 	 Presentation of a report l?Y a gi-~:u.!tp of eminent, non­
government affiliated ind~vidual t-epresentatives from 
throughout the region containing' a vision for what APEC 
should become in the next Idebade:. i 

o 	 Identification of ISignifiCan~ W~y~ for the business 
community to become more invblvedin APEC's work. 

o 	 Arrival at a decidion concer~ing, the application of new 
members and crite1ia for fut~re: applications. ' 

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

First, th~ trade and 'investJent franiework,: if adopted, will
• I 	 ' ,represent a substant1al step, forward for APEC. It outlines an 

evolving trade and investmerit policy rolefpr APEC in addition to 
APEC's mandate to facilitate business and'~conomic ties among 
members. ' 'It will establish !a permarient T*ade and Investment 
Committee and propose an initial yea;r work 'program which will 
continue some, very productive areas of IAP~~ ': s activities in 

I ! I : 'I 
I ' , 
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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 Emi;nent Person's Group report 
will provide a starting point from,which'APEC members can move 
forward to begin debatinglpng-te~ gqals'for APEC. The 
motivation for forming thisl group was:to!develop an independent, 
unbiased, long-term vision ~or APEC by selecting members not 
bound by normal policy cons~raints.' ~heir vision will not 
automatically be adopted bUr rather serv~·to stimulate debate. 

i 
The report, which has been ~irculated ,among members in advance, 
will highlight potential threats to: economic growth in the 
region, propose its own long-term visIon :fqr APEC and the region 
and recommend initiatives for impleme~ting"its vision. 

I . 
The report proposes that APEC accelerate .and expand cooperation 
within the region by leading an initi~tive to create an Asia­
Pacific Economic community aimed at eventually establishing free 
trade and :investment within I the region. It; will also outline 
possible short-term building blocks, fqr attaining this goal and 
recommend continued broad s*pport for ;themultilateral syste~. 

Third, examining ways to eJand the: private: sector's role in 
APEC, a number of options ate under; discussion ranging from each 
member seeking its own private sector's advice to a more formal 
APEC-wide advisory process. 1 ':; .. I . 

Already, there has been a considerable' lev:el of participation by 
the privatE~ sector in APEC' ~ ten wo~king Groups. (These Working 
Groups focus on the cooperat.ion aspect of' APEC's mandate in 
particular subject areas su~h as Tr~de Promotion, 
Telecommunications, Transportation and! Tourism).

I .:, :i 
Fourth, thE~ issue of new me~ers is; one of: ,the most hotly debated 
at present. The desire to include newl members is currently
• •• I. : IJuxtaposed aga1nst an 1ncreas1ng concern among many members that 

APEC must first consolidate land pr0<;luce concrete result:s. While 
Mexico, Pa:pua New Guinea and Chile ~re under active . 
considerati.on, no consensus !exists ~t present. 

conClUSiO~ I, .. . 
Our goals are to see APEC assume a more ,P9'l1cy-or1ented role 1n 
the areas of trade and inve~tment; to consider and begin an 
active deba.te on APEC's futU:re direction; to find an expanded 
role for the private sector IWithin APEC; and to settle the issue 
of membership. '. .;. 

The Clinton (Administration will utilize the Seattle meeting as a 
vehicle to demonstrate to the region a~d the nation that the u.S. 
intends to remain a leader iln the Pacific, and that it will 
continue to promote free tra'de and qpen markets in the region and 
the world~ .1 

I 
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! 

Domestically, the Administration wi,ll underscore the vital role 
played on the Asia Pacific region ih q.S. domestic prosperity and 
global gro,rth. APEC pulls into focus ,the ,tremendous importance 
of the region to our domestic economiq strength; the efforts we 
are making to open up its m~rkets and :the,challenges we will face 
if we are to be competitivel ' 

: ! ' 

i ' 
,I 

I 

I 

, i 

, I 

, 
, 1 

, I ' 
, ' 

, " 

! ' 

, I , 

I' 



iii 

, i' 

I • 

! ,'I 

JAPAN I'RAMEWORX AND OTHER JAPAN KEET:INGS 
I , ! ,~ 

.. : ; I, 

Technology (Wash., 	 DC)November 8-·9 (am) : 	 Medical 
i 	 i ::' 

November 9 (pm): 	 Preferential Procurement Working Group 
(Wash. , ID. C. ) , : 

I ! 

November 9-·10: 	 Insuranf~ (Wash'., iD. C.'): 

November 10 & 12: 	 Telecommunications (was~., D.C.)
·1, '.1 

: ,I,

November 12: 	 Informal meeting with MPT/NTT (Wash., D.C.) 
I I : 

, 	 ! ' , •

November ..r1()-12: Autos aI;ld Auto Par,ts ,(work1ng level) 
(tentative; Wash.D~C.)

I : ' 
November 18: 	 +nformal Meetings ,on :copstruction (tentative; 

Tokyo) I : ' :, . •I 

Week of Nov. 29: 	 Computer and Super.compu~er Consultat10ns 
(tenatitre; Washing:ton, D.C.) 

I. t' : " 1 h 1December: 1 	 ~~ 1ca Tec 0 ogy,Te ecolllJ!lun1ca 1ons" d " 

Insurance, competi;tiol1 and Deregulation 

meetings (tentative; 'Tokyo) 


December 1:)-15: 	 3rd Qua~ter Semicqnductbr Foreign Market 
Share Calculation Meetihg (Wash., D.C.) 

December 2()-22: 	 IPR (teltative;;TOkY~)' . 
. ! ' 
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status of the, U. s. - Japan Economic Fra*ewprk:. 

Testimony to tile senate Finance Icommittee : : i 


Subcommittee on International Trade ' . 

Ambassador Charlene Barshefsky , 

November 9, 1993 
 I. 

, ,[ 

I appreciate the opportunity to appear before the subcommittee 
today to discuss the status of negotiation~ un~~r the u.s. ­
Japan Economic Framework, and o~r tradelre~ations with Japan in 
general. I would also like to comment on our: expectations for 
the APEC meetirlgs in Seattle, which are Iupcoml,ng next week. The 
Seattle Ministerial and Leader'~ Conferenc~ should be very
• .. I..,·. • 
1mporta~t steps 1n the development of th1S you~g but prom1s1ng 
regional forum.. I: I' ;' i ' 

, ' 

The timing of today's hearing is partic~larly' a~propriate. The 
Framework was initiated four months ago. ~e have held two rounds 
of sUbstantive talks on the pri6rity issues of Japanese 
Government procurement of telec~mmunica~iors ~n~ medical 
technology; insurance, and autos and auto parts. The third round 
of negotiations will take placelthis week.' Talks in several 
other areas of the Framework have begun: aSI well. There have also 
been important developments outside of the, Framework, 
p~rticu~arly w~th regard t~ the Iconstru6tion i~~~e, which merit 
d1scuss10n~ Flnally, as you kno~, the APEC m~et1ngs at Seattle 
will provide a venue for high l~vel bilateral,meetings between 
the u.S. and Japan. 'I 'I 

I want to first take this oppor~unity to put the Framework into 
context: to outline what makes the Framewo~k at ~ecessary element 
in redressing japan's economic imbalances with its tradin~ 

partners·1 ' 'i' 
It has long beE~n recognized that the Japanese economy performs in 
a,manner which sets it clearly rlpart from the: other major 
industrialized countries in general and the G:-7. This is very 
evident when looking at the macioeconomic dimensions of the 
problem; at Japan's massive curient account sb!plus, which now 
constitutes thE~ major asymmetry lin the worl.d economy today; and 

Jat its low levE~l of, manufactured goods imports, and inward flow of 
·'_direct5f~"investment. In 1991, for examp'le,manufactured

, .. I, I ' 

goods imported by the u.S. accounted for 6.9 percent of GDP, an 
average of 7.4 percent for the iest of the:G-7" :excluding Japan, 
but only 3.1 pE~rcent for Japan. I Among the; OE¢n countries, Japan 
has by far the lowest percentage of the :glbbaf' stock of inward 
foreign ~irectinvestment; justIO.7.per~ent, .asicompared to 38.5 
percent 1n Europe and 28.6 percent 1n the Un1ted States. , 

. I I ' " 

These marked differences' are repeated at tpe s;e,¢toral level. 
i' 

, 
II 
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Intra-industry trade, ~he prope~sity of ,count~~~s to import what 
they also produce for export, i~ a 'charact~ristic of developed 
economies. In fact, intra-industry trade has:~tendency to 
increase as an economy develops lover time.: Y~t; this has not 
been the case with Japan. Acad~mic studies of intra-industry 
trade have placed Japan consistently ne~r the: bottom of the 
scal~. We find this trend refl~cted in ,the sectors which are 
singled out in the Framework. With regard to,telecommunications 
product~ for instance, Japan is Ithe world's s~cond largest 
market,' Yet, Japan's global import share of telecommunications 
products is 5 percent, while th~ G-7 av~ra~e"e~cluding Japan, is 
25 percent. This pattern extend~ to services as well. Although 
Japan has the t:hird largest insJrance market in, the world, 
foreign access has perennially been lim~tea to 2 percent of the 
market, while'imports of insuradce services Ih the G-7, excluding

I
Japan, ranges from 10 to 36 percent. 

This is the common theme runninJ through the macroeconomic and 
sectoral and structural areas of the Framework.,: There is a 
persistent and repeated patte~nlunder whic~ co~petitive U.S. and 
foreign goods,and services, which thrive in the,global economy, 
face multiple barriers to acces~ inhibitin~ their success in 
'. I. ": ' Japan. We expect that agreemen~s reached under the Framework 

will address these ?arriers, and work to bring Japan's import 
levels in these important sectors into line, over the medium 
term, with those of its G-7 pariners. : ' •. ' 

Let me briefly review in more dltails the ~ramework und~r which 
we are working" (described to y6u in some depth: in my previous 
testimony of July 22); Unlike ~he past~ w~en, the u.s. focused on 
either structural or sectoral i+sues, we ate ap~roaching each 
mar~et access problem area under the five Framework "baskets" at 
the intersecti()n of structural and sectoral concerns. 'Our 
negotiations are focused on tan~ible results ~-'process and 
procedural change is not enoughlunless it ~ea~s'to concrete 
change in the marketplace. We will be ~sing 6bjective criteria, 
bot~ quantitative and,qualitatite, to a~sess these results; as 
the Framework specifies, tangible progr~ss' to,wards market access 
and sales must be made. In thelpriority are~s which I cited 
earlier, agreements must be reached by ear,ly :1994. Once these 
agreements are in place, we will establis~ a ~o~itoringp~ogram

• • I."
to assess the1r 1m~act. Agreemfnts ,1n th~ ot~eF sectoral and 
structural areas c1ted under th~ FramewbrK should be reached by 
the July of 1994. I ' 

The Framework also includes macroeconomic 'commitments. Japan is 
committed to pursue objectives promoting sustained demand-led 
growth and increased market acc~ss for competitive foreign goods 
leading to a highly significantldecrease in its! current account 
surplus over the medium term, and to prpmote I~.significant 
increase in global imports of gbods and: service,s. 

I ' , 
Let me turn to the status of the priority Framework issues in 
which USTR has the lead -- government pro~ureme:nt and the 
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insurance sector. While these present;ve~y ~ifferent sectoral 
issues, our broad goals for each are simil~r.:;'

I !,' 
~ 	 In each of these areas, we pres~nted th~ ~apan~~e with draft 

texts delineating our goals -- both with respect to' process and 
procedural change and with resp~ct to q~a~itatiye and 
quantitative indicators. We dikcussed ~hese ,te~ts in detail,. 
responding to Japanese questionk. These tex~~ ~ill form the 

• '. 	 I I , •baS1S for the thlrd round of talks to be he14 here thlS week.
I :.:' : 

Of course, the draft proposals ~iffer in detail from sector to 

sector. They all, however, refllect two key principles to which 

we agreed in the Framework, and which will be necessary elements 


~ : I I

of the agreements we are lookin'g for by Januc:'ry. ~'.!", C" 	 I' , " ,". ~,~\ I ( } 
-- the need to obtain tangible resul1is in ~a~h area,'! \. {\\)j:S ~ (i: " I \ " I i1'" I\'~Ithe nee~ to establish objective ctiteria:,lboth \\ ,~l tltJ·:.,'i / :" 

quantitat:ive and qualitative,to evaluate :market r '-'\ YY 
access. I' l,)'I, ' \ 

'1 	 1 .. t ' . I" i •• t l,J1\( (" IOur proposed :e ecommunlcatlonr text con ,alnjs provlslons 0 , )" 

ensure that procurement procedures are i open,' ,transparent and non­
discriminatory. We made it cl~ar to t~e ,Jap.an~se that the closed ~~ 
nature of the Japanese market in this ket sadtbr was ~ 
unacceptable, particularly giv.kn the global competitiveness of 
U. S. and othe'r foreign telecominunicati6ns compl:mies. We stressed 

that we expected a Itprompt , substantia;1 ~nd !continuous ll increase 

in sales and access of telecommunications products and services 

so that foreign market share ih Japan ~iIl bE? ,comparable to the 

import share in other developed countr;ies over: the next· 3-4 


::a::~ical equipment, a team Ild by the l!>epartment of Commerce 

presented a draft agreement wh~ch included specific provi~ions to 

improve the procurement of medical dev;ices and services by 

Japanese Government entities. I The continu~d' ,maintenance by 

Japanese firms of an overwhelming share bftheir home market, to 

the detriment of world class ~ndustries",'in the U.S. and
! 	 I 

elsewhere, despite a poor Japanese sh6wing pverseas, suggests 

that forces (>ther than market factors, are limiting foreign 

penetration into the Japanese medical'de~ic~ ~nd services market. 


In insurance i the paper we tabled directiy ~d~ressed serious U.S. 
• 	 !" concerns regardlng the closedjnature of ~he Japanese market. 


Severely limited foreign access is caused by, among other thing's, 

a non-transpa.rent regulatory tegime which is based on the 

extensive use of tladministrat.j.ve guidanc'e tl if a highly concentrated 

industry structure, Itkeiretsur and cr?ss-shar~holding 

arrangements, and a highly restricted, in:sur:ance product approval 

process which limits innovatibn. The; J~panese Government is 

a~are of the need for change knd is cbr~en~ly in the process of 

drafting legislation to refork their insur~nce industry. ' 

Regulatory change should not be used ;howeve:r,' as a means to 


, . , 
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further disadvantage cDmpetitive fDreign i~surance prDviders. As 
in the telecDmmunicatiDns and m~dical sectorsi.we expect a 
prDmpt, substantial and cDntinudus increas~ in: fDreign access, SD 
that fDreign market share is cD~parable 'tD the: impDrt share in 

Let me turn brlefly tD anDther RlrameWDrk bask~t-- lmplementatlDn 

.other develDped eCDnDmies .over the medium term~ 
I I : ' 

• I : , ! I 'j. • 

basket, which encDmpasses existing trade agreements with Japan. 
It includes .over ~WD dDzen such larrangements, :amDng which a:r:e 
agreements .on semlCDnductDrs, paper, WDDd prDducts, glass, legal 
services and the DngDing effDrta tD addries. t~emedical and 

I> ., I 

pharmaceutIcals trade under MOSi' I' 

We initiated discussiDns under ~his basket,in,l~te September. 
Our gDal is tD ID6k first at existing agre~me~ts where prDgress 
has been made, and tD build .on that prDgress in a tangible way. 

. .... I , •

In cases where lImIted prDgress Ihas been made, we are determIned 
tD mDve beYDnd prDcess and prDcedural chang~ and theDretical 
DppDrtunities fDr fDreign firms ~D realimprD~e~ents which yield 
sales fDr cDmpetitive fDreign 9D1DdS and ,servi~es. At present we 
are fDcusing .on glass, WDDd, and paper. 

Within the FramewDrk, we are alsiD addressittg bDth regulatDry 
impedim7nts tD U.S. expDrts! as ~ell as ,private r 7straints .of 
trade, In a sub-basket wDrklng g~DUp .on deregulatIDn and, ,
cDmpetitiDn pDlicy. We are pus~ingthe ~apanese GDvernment tD 
enfDrce their antimDnDpDly laws iaggressIvely tD 'eliminate .' 
anticDmpetitive practices and ma~ket structur~s that prevent 
American firms frDm cDmpeting Dnl a level playing field in Japan. 
And, we are trying tD ensure thalt the Japanese GDVernment' s 
deregulatiDn effDrts result in transparenti~D~~rnment prDcedures' 
and eliminatiDn .of barriers tD the distiibJtiDn .of impDrted 
American prDducts in Japan. ' . 

LDDking .outside .of the FramewDrk, there have ~e~n develDpments in 
tWD areas, the cDnstructiDn sectDr and the wDrk 6f the Hiraiwa 
cDmmissiDn, .on which I wDuld lik~ tD cDmment. "On OctDber 26, the 
GDvernment. .of Japan annDunced ani "actiDn' plan" I 

tD refDrm substantially its public sectDr cDnstr.uctiDn market. 
The plan represents a significant' chang~ in th~,iapanese , 

l indic,ating that fDrGDvernment's attitude tDwards this secto'r, 
the first time, Japan is determihed tD bring q~Dut the type .of 
refDrms we have been urging fDr years. :Among!the changes tD'be 
made by the Japanese GDvernment [s the a~D~tiDn .of an .open and 
cD~petitive bidding system tD re~lacethe ~estgn~ted bidder 
system. As a result, USTR recDmmended t.o the ,Pr:esident that the 
Title VII sanctiDns scheduled tDI take effect Dn'~Dvember 1 be 
pDstpDned until January 20, 1994. We intend tD cDnsult clDseiy 
with the Japanese as details .of the plan' are devel.oped thrDugh 
the end .of the year. This is ani i~pDrtant ,instance in which the 
thrust and gDals .of .our trade pDII icy, reprE;serite:d by .over five 
years .of discussiDns and tWD agrkements 1n ~the c.onstructiDn 
sect.or, fDund reSDnance in the dksire .of, the HDs~kawa GDvernment 
and the Japanese peDple fDr real change.: 

I: 
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USTR is also heartened by the potentialof:th~i~iraiwa 
Commission, a special body esta~lished to recommend to Prime 
Minister Hosokawa changes to Japan's regulatory structure. The 
goals of the C6mmission appear dimil~r ~o tho~e:ofthe Framework, 
whether through deregulation or Ithe rem~valof other barriers to 
market access~ to make the Japanese market!mor~responsive to 

~:k::m::::::nt:::li:U::i:: :::1::::imilar~ rebqrt today and its 

final recommendations on deregulation in December. Prompt action 
on its recommendations will be Jeeded, ~ndlwe:expect that the 
Commission's findings will be t~anslated intolr~al change in the 
marketplace in Japan. I,; : :' 
These developmE~nts underline OUlr firm belief that the principles 
established in the Framework ar~ fully 60mhatibie with the stated 
goals of the Hosokawa Government. We welcome: the Prime 
Minister's rec~nt commitment to I"redouble", his ~fforts under the 
Framework. ThH successful implementation of the Framework, along 
the timetable laid out in the a4reement; will,~ssist the Japanese 
Government to a~hieve its stated goal of r~al change in Japan. 
Such change will allow Japan to Iconfront thos~ ~spects of its, 
economy which to set it apart from the res~ of, the industrialized 
community and which detract fro~ the positive;~ttributes of its 
formidable economic achievement~. ,I ' : I ) 

with this desire for t:real changl sho~ld:coke ~ ~reater will 
assume ,a responsible role in pnkserving th~ in,ternational trading 
sy~tem, of which Japan has bee~la major:b~ref~p~ary. ~his will be 
eVldenced not only by Japan's lmplementatlon of the bllateral 
Framework, but also in its cont~ibutionito~ a su¢cessful 
conclusion of the Uruguay Round 1 with ~ llttie over a month left 
to December's deadline, Japan m~st be p~ep~re~ io place their 
best offers .', on the table. TokyoI contlnues, to, protect lts• 

financial services ,and agricult~rai sectorS. IA~d its tariff' 
offer must be ,,,,idened to includEk "zero for zero" tariffs on wood 
and paper, and harmonization in the chemical Sector.

I r 
I , 

Let me now turn briefly to APEC --the Asi~ Pacific Economic 
cooperation Forum. Next week's events in Sea~tle will mark an a 
vital step in the development of the promisin~~egional forum 
APEC. As chair of APEC this y~~r, the u.s. h~s' selected the 
development of APEC's role in r~gional trade ~nd investment as 
its theme. TQ1.oJards this end, w~ have propbsed a Declaration on

I ' , 
an APEC Trade and Investment Framework that w~uld take APEC 
beyond its current role as a fabilitatibn~nd;cboperati6n forum 
to a policy ~aking role, to be ~xpanded' g~adu~lly through 
consultation and consensus amon~ its mefub~rs.' This proposal has 
been recentl~ approved by APEC ~~nior Off{ci~is: and will be 
presented to the Ministers in S~attle fbr :adoption. In addition 
to the Framework Declaration, the Ministe~iarw~ll be presented 
with an "eminent persons" report, setting lout> recommendations on 
APEC's future direction and rol~. Trade liberalization and' 
building blocs to a Pacific tra~e zone wiil b~ topics for 

I' 
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discussion by the Eminent Persol1/s GroupI (J,!:PG) 'I and should 
generate broad discussion among ithe Minist~rs.' 'It is hoped that 
the APEC will s:pend the next year studying' th~ report and its 
many recommendations. Finally, Ithe President; will hold an 
unprecedented meeting with the leaders of the APEC economies on 

, I, •
November 20. The Leaders are expected to address such 1ssues as 
the growth in and direction of ~heir domestic'economies to the 
next decade, the growth in and 9irectiori of tl;1e,regional economy, 
and areas of cooperation among the APEC'mel'nbers. The Leaders 
Conference and Minist~rial hold Ilong term ~romi~e for the country 
and for global econom1C growth. ~ ! i 

, i ,I I I 
, I I ' i ' ,

We welcome the opportunity tow~rk closely: with ,you, Mr. Chairman 
and members of the committee and the Co~gr~ss'on bringing the 
Japan Framework to a su?bessful Iconcl~s~on, ah~ in chartjng the 
course for enhanced reg10nal cooperat10n undet APEC. T~ank you.
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Remarks to APEC CEO Symposium : 
:by Deputy U. S. Trcide Representa,tive

I I 	 ' Charlene Barshefsky , 
I ,

17 November 1993' I I 

-, , f:1 

Introduction I iii 
" i 

o 	 Delighted to be here this morning tb l'eaci :b~f this panel 
discussion on APEC. I· ,! .,j . 

Sorry Ambassador Kantor could not be today, I know he 
'l'IJl(\!'l~.v~\.\ would have been honored to sha're :this panel with such 

(/':~,\)iJ'V'~'vW\tI\I\~'~).' distinguished colleagu~s: Wu ,Yi i; M~nister of Foreign
1"'-\\)'\\ 	 Economic Cooperation and Trade from:the People's , 

Republic of China ,and ~~lly Jeodono,(Yoodono), Minister 
of Trade for Indonesia/. ' : ' 

o lThis concrete demonstration 'of high-l~vei ~rivate sector 
rD jcommitment parallels the oflficial A,'PEC,' meet"ings this week . 

.I,;J f' ~ II' hope that in the future, the priv:ate sector will become 
\~ lj''''f",J more directly involved in APEC's wqrk i and qontinue to be 

\ involved in Ministerial week activi!ties.,: '; , ' 


( ,. 	 : ~ ; : i . . 

, .~ f~t\\i;1l,~ The Clinton Administration sees APEC as ~n,: important vehicle 
\\~~ for forging new relationshi!ps with:our Asian and Pacific'" \ y.\ neighbors. We support a stironger, 'mote active APEC that 
~ ~ \VI:,.A \ will become the forum for regional trade' expansion and 

I \vYvfv n '1 investment liberalization. I' ~ ": ' 

\() 	 J( \J (), ' i ; : '! . 

, 1,;; ~ ) \ .l;', APEC 1.S the best venue to foster' brb,ader econom1.C60 r1 'AN\~ lra \~~ cooperation in the mo~t economically: powerful 'and
\.\tr rV \'(i' \ ~ ,'Sf~i 'dynamic region in the Iworld.! : : ': ,~ 
'tJ'k v,[.fo r We believe it is imperativ<i> for you tp P!trticipate in this 
~\.. process with us. For it is you, our bus,iness leaders, who
till ~"{1, v ' have forged this path for APEC. Y¢>ur' co:rripanies have spurred

7 u· 'ehe economic activity and ~rowth'i~ the Xe~ion. 

~ ·I would like to review somi of the! si:gn{f cant 
\A\ iJ'IL· accomplishments of APEC this year r-rhich ,: ,: l believe, will 

()J"'- ~\ entic~ th: ~usiness communJity, to expand 'its participation in 
",J\- l\r. (\".r~ "our d1.scuss1.ons.': j 

, , J.2,\\' I'f 0 Then, I ,would like to hear your id~a~ o~:hbw best to include 
v ~ private sector representata.ves in ,the APEC process. 

/""', EPG Report 	 ' ' I , i :i 
, : 	 j I • 

o 	 APEC Ministers established a group of eminent persons to 
challenge members with a ~ision of APEC'!?: :future. The 
report completed for this ~iniste~ial s~t~ o~t a general 
description of economic c9nditions, ~ut,a~so discusses 
threats to our future prosperity. 



, 
, 'I, I ' 

2 '.; I 

The rE~port highlights Jhe critical i~p6rtance of the 
multilateral trading system and the Uruguay Round, 
notin9 APEC's' potential role in IIratcheting Upll the 
multilateral. P7"°cess. '1 :, . • :, : 

. I'
The report also proposes that ~PEC ap~elerate and 
expand cooperation wit~in the region: arid that, over the 
longer term and throug~ a building block approach, APEC 
create an Asia-Pacific IEconomic Commu'nity aimed at 
eventually establishing free t~ade ahd:investment with 
the .region. ',.' 	 ;; iI' 	 . . I' 

o 	 I know you all will have comments on that,! :APEC will need 
I 	 ' to hear your views on how to proceed--pt if we should 

proceed at all. : I 

I ,1
Declaration' on 'l~rade and Investment Framework 

I ! ' 
o 	 Ministers are expected to adopt a Detlara~ion on an APEC 

Trade and: Investment Framew6rk that;wifl take APEC beyond· 
its current role as a facilitation ~nd,cooperation forum to 
a policy making role. I ' , 

The DE!claration establishe~ a perfnanent Committee on 
Trade and Investment. IThis de~elbpment signals a 
growing importance witH which APEC members view the 
role APEC can play. Ii',:: 
It further directs members to more actively find ways 
to expand trade and create a more:attr~ctive investment 

, ' , 	 .
climate. ., 

,Expanded Work PI'ogram 
, ' 

I 

o 	 Important wo~k has already oeen1accqmplished in the ten APEC 
working groups, which addre~s practical issues in areas such 
as telecommunications, tran~portatici,n, :tou:rism, and marine 
resources~ These groups ar~ where we have: enjoyed most the 
participation of business eJdperts and ~e'd like to build on 
this further. ' I 

o 	 Significant projects in the Regional Ttade ~iberalization . 
group, such as the C~ustoms' Guide and SYmposium, examination 
of a tariff database, and pJblication 9f an investment 
guidebook also have benefi,ttied from :input by the business 
sector. 	 ' 

I 

1 ': 
• 

o 	 APEC will adopt a new trade and inv~strhentiwork program, to 
be undertaken by the new Committee. In tJ.?is program, 
ongoing work (i.e., customs,ll·investmen~, standards) will 
advance and APEC will work together !actively on 
implementation of the urugualy Round ;re$ult,i:U trade policy

. . : 

, . 

I 
" I 

I I 
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aspects of small and mediumlbusinesis dre~~i:on and selected 
issues r~ised ~y the' Eminenr pe~sons Re~ort:. 

o 	 We've tr.l.ed th.l.s year to recogn.l.ze ,th~ .l.mpo:rtance of UR 
implementation and the resohrce dra~nithat:~ill place on 
many APEC members this yearl. There'fore,. we've not 
overloaded the initial trad~ and investmemt; agenda. 

• :,. ,I 
. 	 :' I ',' 

o 	 Need to develop this agenda further: next :yeiar with your, 
assistance taking the agendk as far as APEC'consensus will 
take. 

: . I; 
, , 

Conclusion 

6 	 The task before us, then; 'is to establisl:"). a:n open, 
continuous dialogue betweengovernm~nq o~ficials and 
business representatives on APEC is~u~s-~at all levels. 

i 'I I 

As most of you are aware, the United States has a well 
established private sebtor adv:isory I~Ylstem, which 
includes a newly-forme~ sub-grpu~ ({A the ACTPN and 
chaired by Hank Greenbj=rg) on APEC. " 

i i; 'I 

Also, we have the active private Isect6r groups in this 
, 1 " 

room 	who will be key actors. ": ' 
, 	 I; , 

o 	 We hope that our fellow APEC members C\.lsowill reach Qut to 
their business sectors so a!3 to proiv'iqe AI:;'~:fc with a fully 
representa'tive collection of viewpo,ints from the entire APEC 
region. 	 I!: i 

I , 

o 	 We have had an active debate by' sen~io~ Officials this week 
and are, looking at a variety of wayp3 to accomplish this 
goal. This subject will bel on the Mi~is~ers' schedule later 
this week !;tnd r dare say even on tha,t lof I~h~ APEC leaders. 

Some 	 initial ideas sugkested a~e :sp~c ' ic presentations 
by business/private sebtor rep~esentat~ves ori issues in 
the Work Program throu~hout the ,y,ear: and business/ ' 
private sector meeting~ held oh ~he 'fiinges of APEC 
Senior Officials' and Minister~'meetings. 

I .: 
o 	 'Let me stop ,there because riwould rea~ly ike to hear your 

views. We can begin our open dialogue on A:PEC issue between, 
government officials and thk business 'co~muri ty right now! 

I ' 

, iNovember 18, 1993 (8:15AM) 
: I I 

~ i 1;~ 
"CEO.TPS 
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Remarks to APEC CEO Symposium 
by Deputy u. S. Ttade Represent'ative 

, Charlene IBarshefsky ',: 
. 	 ~ I ! I'! 

, 17 Nov~mber 1993 ;,!I 

I ' 
iI 

: I 

Introduction 
I , 

o 	 Delighted to be here this morning to lead bff this panel 
discussion on APEC. I ' 

r "\ Sorry Ambassador Kantor could not be today , I know he 
('~A0~V~\ would have been honor~d to share this panel with such 
\"r/~\)ttIYO'I),tl\h~~\,' distinguished colleagues: Wu yi, Minister of Foreign 

1"'- Wit' I'- Economic Cooperation ktnd Trad,e ~ron:t t,he People's 
Republic of China and! Billy J;eoqonq (Yoodono) I Minister 

~~ ~f .Trade for IndoneSiia. ..,. I , 

o liThiS concrete demonstration of high-level :private sector 
rD !commitment parallels the O/ifficial :A~EC rrteetings this week. 

'''-'I,Jjr~ ~ I hope that in the future, the private sector will become 
,\ "Y'Y" ~ore dire?tly .'i~volv7d in APEC' s . wc;>r~ a:t;ld ;continue to be 
\> l.nvolved l.n Ml.nl.sterl.al we1ek actl.Vl. tl.es. ' 
( I !, ' 

: '\i;f~ The Clinton Administration sees A~EC: as' an important vehicle 
~~ , fo:: forging new relations~ips with 0l;lr ~~ia~ and Pacific" \ y\ nel.ghbors. We support a stronger,; more' actl.ve APEC that 
~ \Vi \", will become the forum for /regional trade, expansion and 

\,(jYv~I' investment liberalization. : 
\0 l!~<$, ,,' ,':":\ ~ 	~ '11:i; APEC is the best venue to foster broader economic 

i u11 ,,,(\\\\.(.1 \~~ cooperation in the mbst economical~y' powerful and 
\'(YrJ\\fi J ~ .tSf~' 'dynamic region in thJ world.; , J :: 

~ vj,1\ f W b I' ... . If'; I, t" . h'J 'Y/) 0 e e l.eve l.t l.S l.mperatl.ve or you to par l.cl.pate l.n t l.S 
~\; process with us. For it is you, our: business leaders, who 

\'(1 vi have forged this path for APEC. Your cOmpanies have spurred
\1,( -1,-J the econC)mic activity and growth in ,the; region. 

~ 0 I would like to review some of th~ s~gnif~cant
\f;r\ (}I L~ accomplishments of APEC this year: wh:ich,: ~ believe, will 

().;\i ~\ entic7 the ~usinesE? community to· ~xpand ~its participation in 
\. ~,("'ot- "our dl.scussl.ons. I ' 

J2,u.l,V' 
r ~ 0 Then, I would like to hear your idea:s on: how best to include 
~ private sector representatives in'the APEC ·process. 

EPG Report' 

APEC 	 Ministers establishea a group of ~minent persons tooJ 
challenge members with a lvision of APEqi S' future. The 
repor~ cc;>mpleted for ~hisl Mi~i~te,rial ~~tis out. a general 
descrl.ptl.on of economl.C cpndl.~l.ons, ibut ~lso dl.scusses 
threats to our future prosperl.ty" 'I ' 

r' 

http:prosperl.ty
http:descrl.ptl.on
http:l.mperatl.ve
http:Ml.nl.sterl.al
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aspects of small and medipm busines~ clfeation and selected 
~ssues raised by the Eminent Persons R~pdrt. 

o 	 We've tried this year to ~ecogniz:e the i i~portance of UR 
implementation and the re:source drain t;:hat will place on 
many APEC members this year. The:refore, ,we've not 
overloaded the initial tr1ade and investment agenda.

I 	 !I 
,0 Need to develop this agen1da furt~er; neJl::t 'Iyear with your 

assistance taking the agenda as farlas,APEC consensus will 
take. : ' 

Conclusion " , 

6 	 The task before us, then, is to establi~h an open, 
continuous dialogue between goveinm~ntlofficials and 
business representatives on APEc,issue~-":at all levels. 

, 	 I ". 

As most of you are aware, the United States has a well ­
established private Isector advisory system, which 
inc:ludes a newly-fo:r::med subigroup' '(~n the ACTPN and 
chaired by Hank Greeinberg) on APEC. 

'1 h hi. . I , ~ 	 . h'A so, we, ave t e aqtlve prlvate s~ctor groups ln t lS' 
room who will be ke, actors. . ,. I 

o 	 We hope that our fellow APEC members also will reach Qut to 
their business sectors sd as to ~rovid~ ~PEC with a fully 
representative collectiorl of viewpo~nts: +rom the entire APEC 
region. I ' 

o 	 We have had an active de*ate by $enior~6fficials this week 
and are looking at a variety of ways tp 'accomplish this 
goal. this subject will be 'on the Ministers' schedule later 
this'week and I dare say even on thkit pf, the APEC leaders. 

. I ; : 

So~e initial ideas suggested a~e ~pecific ~resentations 
by business/private Isector representatives on issues in 
thE: Work Program throughout: the year i and business/ 
private sector meetings held on ihe; fringes of APEC 
Senior Officials' a~d Ministers' meetings.

I ': . " , 
o 	 Let me stop there because I would really like to hear your 

views. We can 'begin our open di1.10gue on APEC issue between 
government officials and the buslne:sscommunity right now! 

November 18, 1993 (8:15AM~ 
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