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THE FUTURE OF U.S.-JAPAN TRADE RELATIONSI I t I 

BY I 
. I I: 

AMBASSADOR CHARLENE BARSHEFSKY : 
DE:PUTY UNITED STATES TRADE REPRESENTATIVE:: 

Ii:'I I 

AT THE GEORGETOWN UNIVERSITY LAW CENTER SYMPOSIUM ON 
: '

U.S. TRADE POLICY ~N:TRANSITION 
I ; i 

January 21, 1994 I !, 
• j " 

I, 

. : : '" 
, Trade i~; an essential element of !the Clinton 

Administratl.c:m's economic and iforeign !policies. It derives its 
importance from .this Adininistriation's :signal 'emphasis on 
economics. ~rhis emphasis beg~ns at home; with policies aimed at 
deficit reduI::tion, new investment in education and training, and 
expansion of our nation's inf:tastructtirel'in the traditional sense 
and through ·the application of inform~tibn h~gh technologies .. It 
continues by seeking to ensur~ that f9re1gn, markets are open to 
competitive exports. This fall, Congressional passage of the 
NAFTA and the successful conclusion of the GAtT Uruguay Round 
negotiations demonstrated thei u.s. co~i.tment. to achieving , 
greater econ,omic growth, at home and abrdad 'through opening 
markets to t.rade and investmeht. :!! , 

Arout;ld the world, deregu!lation a!nd !mark~t ,?pening policies 
are sweepl.n9 through places flew would, h~ve predl.cted. From 
Eastern Europe to Latin America and Asia, coqntries with heavily 
restricted IRarkets have moved toward ia tecognition that ' 

.prosperity increasingly depertds on theabiiity to compete in an 
open international system, aqd that ~ closed;:market only leads to 
a loss of c()mpetitivenessand' economic vitality.

'I! 
• • , II • I :I ' Aml.d,a wl.denl.ng'trend Ot openl.ng m?lrkets, the Japanese 

economy presents unique qhal;tenges. lIt; is; impossible not to . 
admire the tremendous advances of the J.apanese economy in recent 
decades, or to recognize thel beneficial: lessons the world has 
learned from Japanese management andllllanufacturing practices. At 
the same time, however, it i~ illiPoss;ib~e to ignore the very 
substantial. economic imbalan1ces that!. h~ve 'c<?n~inued for ~ears 
between Japan and the rest of ,the world, and l.ts underlYl.ng 
market aCCE~SS barriers. I: ..' ! i·,,:, 

Whethl~r one' looks at economy-wilde Iindi~ators, such as 
Japan's manufactured goods imports cis a percentage of GOP' or its 

: I 
: I 
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levels of' inward foreign direci;: invest*ent,' or; !sector-specific 
indicators such as relative price levels, I the conclusion is.the 
same: as compared to other major industrialized economies, . 
Japan's domestic market still remains sigrlificcimtly less open to 

• .. • • J j I.. 	 'forel.gn competl.tl.on despl.te years of m<;lrketopenl.ng efforts. 
When these facts are combined ~ith Japhn,is enormous and 
persistent global current accohnt surp[lusl 

-- t~e single greatest 
imbalance in the current interhationall edonom~t:: system --the 
inescapable Flerception is that, for Japan, trade with the united 
states and mlich of the rest of the world lis too much of a one-way 
street. 	 I 'i 

. 	 i . . 
Limited' access to the Ja}?anese ma;rk$t ~mploses high costs on ' 

the united states and Japan's lother trading partners, as well as 
on Japan. U~oking only at United states~exports, the Institute 
for Internat:Lonal Economics estimates ithat a full liberalization 
of Japan's e(::onomy would result in an lexpansion of u.s. exports 
of $9 to $18 billion annually,! half of which would be in 
manufactures and a third in a~riculturaliprod4cts. At 
approximately 20,000 job oppo~t:unitie~ p~r $l ,billion in u.s.

i 
exports, thi:s increase cO\lld t.ranslate irto: 180,000 to 360,000 
jobs. Of CO'Llrse , it is well-documented ~hat:E;!xport-related jobs 
tend to be higher-wage jobs. I Moreover, since" the U. s. accounts 
for less than 25 percent of Japan's totall imports, the job < 

• ' • I , . , I, •

creatl.on benefl.ts for the· rest of the world are at least tWl.ce 
the number for the united states. '. i ! i : 

I I I ,:: . 
Japanese consumers and business also bear the brunt of 

policies and r~gula~ory pract~ces.tha~ ~e~trict m~rk7t a,?cess 'in 
Japan for fCtrel.gn fl.rms. As ?resl.dent Cll.nton sal.d l.n hl.s speech 
at Waseda UrHversity last July, Japan's !highpricesfall most . 
heavily on its own people. Limited m'arketaccess in Japan 
fosters inefificiencies that slloW econbm~c growth and today hamper 
the competit.iveness and productivity IOf'IJapanese business. . . 
Japan's policies therefore burden. not; jt;lst:Japanese consumers, 
but the Japcmese economy overall, an, wtth,i1:;, the world economy. 

I I 
Many Ji'lpanese business and political leaders are themselves 

recognizing the need to reform economiclPolidies and regulatory 
practices in Japan as a mean~ to emerge: from:Japan's current 
recession aind restructure th~ir economy! and. ~usiness. In a 
speech before the Diet on August 23, IPrime Minister Hosokawa'Istated: 	 I I I .' : . ': !' '! 

.1 intend to work vigoro1;lsly fori expanded domestic 
demand and improved mar~et access ~nd for such 
consumer-oriented policies as recbifyirig the disparity 
between domestic and interpatiohaV prices and promoting 
deregulation, and to st:tive to reduce opr current 
account surplus, not just to malntairi good external 
econontic relations, but also tol improve: the quality of' 

. I I :: i 
l
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Japanese life. '! 
The Minister of Internatio~al Trad~ ahd :i~dustry,. Hiroshi 

Kumagai, also has commented that. "the [~ap:anese~ market' has 
tightly closed aspects." He stated that, l"fo,rJapanese firms to 
make it in international society, this 'systemm~st be, revised. II 

I : I , . . 
Prime Minister Hosokawa call1ed on ft 9pecia:1 advisory 

commission on economic structural reform, 'made up of prominent' 
public and private sector repre~entati~es,! to analyze reforms 
ne7de~ for th~l J~panese economib syste~. IThis ,commission, the 
IIHl.ral.wa Comml.sSl.On," stated t~at "Japan's 'catch up and 
overtake' ecorlomic system -- interpreted positively as 
cooperation arld negatively as dollusiort -7 has, functioned well so 

•. • I I.,,' •far, but 1t m)w requl.res reform." The iKel.Za1 Doyukal. recently 
issued a si~ilar report. "/' !!:. ' 

As may bl:! inferred from these staJememts,: it is believed 
that a cyclical economic recov~ry alon~ will not be enough to 
restore econ~nic dynamism in Japan andlexport opportunities and 
corresponding job growth for the rest of the, world. Rather, as 
Japanese business and political leader~ have pc;:,inted out, 
fundamental s'tructural and mark/'et acce~s Issu~s must be 
addressed. , 	 . '.i 

It is this reality that has led the Clinton Administration 
. I I! 	 • 

to pursue, under the U.S.-Japan Framework, for 'a New Econom1c 
Partnership, a bilateral trade I initiative with Japan which has a~• 	 its pril!lary goal the open~ng.oF·Japan'~ ~~rke~s, ,a~d the 
correct10n of macroeconoml.C 1mbalances' Wh1Ch 1nh1b1t global 
growth and pr'osperity. The Framework :is lintended to further 
Japan's econclmic convergence wlth the irest of ,:the industrialized 
world, in bot:h macroeconomic tbrms andl iIi market access. Japan 

, 	 1 'I ,.' '" 
and the U.S. have recognl.zed the need ifor a b~,oad approach to 
addressing macroeconomic, sectbral and s~ructural issues. We are 

, seeking const:ructive solutionsl for. thS many economic imbalances 
that have had a corrosive effect on tJ:le tJ.s~-Japan bilateral 

( relationship.. . I ;!' . I, . 

Let me turn to a more detailed discussion of the economic 
concerns underpinning the Fra~ework disc~ssions, and the specific 
approach we are ,taking in the Inegotia~iofs, " ' 

JAPAN I S MARK:ST ACCESS IMBALANCE I: 
• . 	 I . I I; h' 't dJapan l.S the world's second largestl economy. T e Unl. e 

States and Japan together acc6unt forlroughly,one-third of global 
output. Japan is our second largest tra~e partner and the U.S. 
is Japan's largest overseas m~rfet. TwOj-way,trade in goods and 
services between the two cou'ntries total's $200 billion. A strong 
U.S.-Japan trade relationship I is thus' c~itically important to 
both countries and to the world econoiny •, .', 

I 
'3 I, 
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During the past period of edonomic growth, Japan
• ,I I ' developed masinve trade and current account surpluses 


surpluses which have grown evert larger laSIJapart's economy entered'

• I I., .

receSS10n. In the 1980s, Japa~'s cumulat1ve a~nual surpluses on 

the current al:count exceeded $450 billion~ while merchandise 

trade surplus,es totalled almost $600 billion.' This year I as 


.' :' I Ilast, the trade and current account surpluses 'of Japan are each 
expected to be in the vicinitylof $140ibi~lipn, or over 3 percent 
o~ Japan's GDP (about 3.5 percent·of GDP (Ln 1993 and 3.2 percent 
in 1994). Such massive imbalartces in ~apan'scurrent account - 
the broadest measure of its economic d:,an~actfons with the rest 
of the world -- depress production andiemployment throughout the 
world. I 1·1:. 

SUCJ:l large, sustainedsurplus~s ih ~nd 'of themselves do not 
,demonstrate a highly protected home market. i, However, such large 
surpluses I wh.en combined with bther eVlid~nce of widespread 
restrictions on foreign producbrs' acdess to the Japanese market, 

. strongly indicate an imbalance~ approabh ito trade in Japan, which 
creates enornlOUS strains on Japan's tr:ade relations with the 
united State~; and other countr'ies. THe united states is not the 
only country that is concerned about Jjap4n's trading practices. 

. I ! I I 
I I .; I 

For the united states, the contiriuance of such sustained 

external imbCllances by Japan a'nd rest:tJictionslon access to the 

Japanese mar]cet are no longer laccepta~le ~ We; 'strongly favor . 

measures by ~Japan that accelerate domest1c demand led growth, 

deregulation, and a highly significan~ r~duct~on in the current 

account surplus. I '
I .' 

I I 

However, broad macroeconomic policies to: i reduce Japan's 

global trade imbalance are oniy part qf the s:Olutionto the 

current problem. Structural ¢hanges rembving:j specific barriers 

to doing business in Japan -- in. bothltr~de a:n.d investment 

must accompany efforts in the macroeccpnoinic, area to reduce 

aggregate trade imbalances. 
 I 

I 
The specific economic evidence of 

! 

s:ectqr~l and structural 

market access barriers appears in severall statistics.' . 


. .. I' Ii;:I 

Japan's low receptivity to foreign goods. I : 

Japan imports relativelY/fewer m~njfactu~ed goods than any 
other G-7 cCluntry. Japan I s· imports of manufactured goods as a 
percent of GDP stand at aboutl 3.1 perpertt, as, compared with 6.9 
percent for the u.s. and 7.4 percentfo~ the:G-7 .nations 
excluding Jilpan. Not only is: Japan's; ratio loW, it has failed to 
rise substatltially over the ~ast twenty Iyears despite the 
lowering of tariffs and othe~ formal Itrade'barriers. This 
pattern contras'ts with that/'of otherlmaJor I industrialized 
countries, \ihich have more tttan doubled their ratios of imports

I ' to GDP over the past two decades. 
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· 	 Ii,
The limited role imports and foreignl finns play in Japan's 

economy relative to other majorleconomies is repeated in specific 
sectors such' as telecommunications, medicCi:l devices, insurance, 

I i.I' (I
and motor vehicles and parts. These are alll priority sectors ' 
that are being negotiated under! the Fra~eW;ork!. !! The numbers show 
a persistent pattern in which cpmpetitiye :foreign goods and 
services find far less success in Japan(s :market than they do in 
other industrialized economies. I ,I:":', ' ' 

In telecommunications equipment, the :average foreign share 
of the private and public elecommhnilcations market in G-7it,' 

countries excluding Japan ~s 25 pe~c~nt. 'Yet the ,foreign, 
share of Japan 's market --I the wor1ld 'Js t,h+rd largest -- is 

,only 5 pe:rcent. . II;' !! 

In medical technology, u.sl. f~rmsiar~ highly competitive 
throughol.:it the world, acco1untl.ng f,or! over i50 percent of the 
global medical device market. In ~a~an, foreign . 
participation is less thad half t~at:in other G-7 countries, 
despite· our clear competit!ive adva:nt~ge over Japanese 
industry. 	 .' I !;, ; . 
Although Japan has the seqond larcjes~ insurance market in 
the world, foreign access has been limited perennially to 

, 	 I' I fI' ., , II •

about 2' percent of the maliket. • F~re1gn:aocess 1n G-7 
countries, excluding Japan, ranges ftom,approximately 10-33 
percent. Japanese companiles hold ioniy ~ v,ery small share. of 
the markE~t in other G-7 countries.! !! 

Ii:' 
In autos and auto parts, foreign producers hold only 3 and 2 
percent ()f the Japanese mc1rket, r~sp~ctively, despite their 
competitiveness and priceladvanta~esr 

I do not cite these numbers to sugge~t that foreign 
participation in these sectors Iin Japan shou:J.d: tbe identical to 
the levels in other G-7 countries. . Nor db I ·cite these numbers 
to suggest thiit they should cortstitute'po'int'targets for Japan. 
These figures merely underscore the point! that: ;American producers 
that are highly competitive in!world mcirkets, pften against 
Japanese comp,atition, can not penetrat~ the Japanese market in a 
manner that reflects that worldwide corttpetitiv,eness.

I!. ;
ii'!Japan's low r,eceptivity to foreign capitail. 'I. : 

Japan is even less rec~Ptlve to fbre~gn c:~pital than it is 
to foreign imports. In 1991, .Japan ho~te~abqut $12 billion in 
foreign direct investment, whibh repre~enFed: only 0.7 percent of 
the world's stock of inward direct investment ... - the lowest level 
of any industrialized country. 'Bycontra~t, the u.s. hosted $414 
billion, or 22 percent, of the stock of inward direct investment 
and the European Community had $714 billibn, or 38 percent. Even 
countries such as Mexico, Brazil, and ~hiraa~e more receptive to 

5 	 I 
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inward direc1: investment than Japan. lIn 1991~1 these countries 
,hosted $34 billion, $32 billion, and $23 billion, respectively, 
in inward direct investment. I ., 

Japan's lack of receptivity to fjre~gn'i~vestment serves as 
a trade barrier in today's global ecortomy, in: Iwhich investment 
pulls trade. Foreign subsidiciries frequently: ipurchase from or 
sell to theLr parent companie~ back hqme~ to the extent that 
intracompany trade constitutes 30 to 40 percent of total global 
trade in manufactures. The 16w level~ of foreign direct 
invest~ent in Japan transla~e 1 in~o a ~ubstat;t'ial loss' of 
potentlal exports from forelgn flrms to thelr,Japanese 
subsidiaries. '! I " 

Japan's high, prices. . J 

.. I 1 .• i
Japan's high prices provtde furt~er; eVld~nce of market 

access barriers. Anyone who has trav~le~ to ,Japan knows this 
problem well. According to a 11991 jo~ntl U.S .;~ Japan survey on 
prices, comparable goods are on average :37 percent more expensive 
in Japan than in the United states. Foold is,i! on average ~ 47 
percent more expensive and auto parts I ar1e over 100 percent more 

expensive. /1 i'," " 
Such large price differeptials s~ouldpr~sent opportunities 

for traders-- buying auto parts or consumer I goods overseas and 
re-selling them back into the Japanese market; at a profit even 
after paying' transportation ahd distribution I costs . If there 

• . ' ! I ' ' • .. were not substantlal barrlers to Japan'smarJl;et, a brlsk trade ln 
cheaper fore!ign goods or evenl re-importa:tionf? of Japanese-made 
goods would develop, and over time th~ large price differentials 
would 'erode. The fact that tpese shatrp Ipric~i differentials 
persist underscores the difficulties bf :penetrating the Japanese
market. . I I 

, I I 

I 
JAPAN'S UNI(!UE BARRIERS 1 

I' : •
For the most part, the ma1rket acqess problem ,ln Japan does 

not come frc)m formal barriersl at the Ibo'I-der ~- Le., those most 
amenable to conventional fodsof trade i liber.alization, 'such as 
tariffs. Rilther the, barrier~ to the iJapanesEa market often are as 
invisible af; they are pervas~ve. ' They stem ~rom the complex 
interaction of Japan's econo~ic strudture,private business 
or~aniz~tiollS and practices>, ,Irelatio~s between th7 ,!apanese 
prlvate sec1:or and government, and government pollcles and 
regulatory practices. These 10ften irtteractifl9 forces have not 
been the subject of governmerit-to-governmentlconsultations until 
relatively recently. . Iii 

, I I 
The Japanese economy is Ich'~ractJri~ed by a high degree of 

economic rel;JUlation -- a fact! recognized by many political and 
business lei:lders, as well as by the Hiraiwa ,Commission that 

:'j, 
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recently studied the issue. Just to c~te!one ~xample, the large 
Japanese supermarket chain, Dafei, 'estimates the cost of 
obtaining licl=nses to open a s~ngle stqre! is' something on the 
order of $1. 6 million., This htgh cost iisi driv~n by the need to 
obtain 40 different licenses'required under 19 different laws. , 'I: Ii 

The problem is not just t~e sheer!nUinber :of regulations, b~t 
also a pervasive lack of transparency andl predictability in their 
application. In many cases, formal Japan~~se' laws and regulations 
are written only in general te:tms, with t:he details supplied by 
administrative guidance. The :tesulting broad power and 
discretion of government officials can!m~ke :iti extremely 
difficult for foreign firms tOI learn what: approvals may be 
required to conduct business, and even/ more difficult to obtain 
those approva,ls. . I' ii', 

. 1 

GovernmEmt-business relations in !Ja~an ato'e closer and 
different in nature and degreel than in: ~ije Uni'ted states or in 
many other industrialized countries. IThis poses special 
difficulties for foreign firmS that do not have commensurate 
access to policy deliberation~. For ~xaIhple,; 'the Japanese 
government rc)utinely consults Iwith th~ private sector through 
trade associations, advisory committees, Istudy groups and mii\ny 
other informal mechanisms, which often serve, as fora for managing 
consensus on policy actions t~at affeqt private sector 
regulation. Such close government/buf;liness: r.elations may be 
helpful in d,aveloping consenstls on industrial development goals 
and specific policyquestionsj but itlcah eas'ily disadvantage 
those firms, both foreign and I' domesti9, ~hat :are not part of the 
circle of consultation. i 

Business practices between suppl~er:s and: producers, 
producers and distributors, ahd companie's within industry or 
corporate groups also limit market aches's for new entrants -
foreign or domestic -- in many sector~ tif the: Japanese economy. 
Often, such practices effectirvely prererit new, entrants from 
winning cust,omers on, the basis of pripe,: quality, and service. 
Although Japan has an Anti-Mohopoly L,aw itoadaress anti
competitive practices, the la~ has ma'ny jexcep,tions, its penalties 
in many inst~ances are inadequJate, and its enforcement has not 

• • • I I 1 'been suff J.cJ.ently vJ.gorous. I I ' : 
:. !
I ,I " 

Finally, Japan's mUlti-~ayeredand:in many areas outdated 
distributioll system remains- an imped.ilment to: 'foreign firms and 
new market Emtrants. In many areas, ,it! is, e~traordinary costly. 
It is very difficult and exp~nsive for foreign firms to establish' 
their own distribution channEhs or to enter using existing 
channels. I '. I!;: 

. I i 

senior Japanese business and poiitlcal ileaders have 
recognized 'these structural barrierslinl the iJapanese economy. 
MITIMinister Kumagai stated that, "maj,or porttpanies have a strong

ii' , 
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tendency to defend the market by refuslng to admit newcomers. 
Even if a company tries to open a business;, t'hey will not accept 
them in their society." When a~ked by a j'ournalist if he meant 
that the Japan.ese market is exclusive, Minister, Kumagai stated, 
"I 	think it is, exclusive in the sense tha~ it ,has 'many invisible 
barriers. " I ,I :i 

" 

I I; 

PAST NEGOTIATJ:NG APPROACHES 

The UnitE!d states over the past de'cade has tried many 
different approaches to dealing with Ja!pan's trade barriers. For 
example, in the mid-1980s, the !U.S. rai1sed t~e,'issue of Japanese 
barriers to selles of telecommurhcations arid l'\ledical equipment, 
pharmaceuticals; forestry produ'cts and lauto pa:r:ts through the so

t, 	 I. • ,I I

called Market·'·orlented sector-f:jpeclflc !(MqSS) , t;alks. In the last 
years of the 1980s, the u.s.' focused 0li e+imina;ting Japanese 
barriers to sc"lles of supercompq.ters, satellites, and wood 
products utilizing the Super 301 provisiort of the 1988 Trade Act. 

I 	 I, •
In the early 1990s, the u.s. used the str~ctural Impedlments 
Initiative (SII) focused on Japanese barriers to investment, 
exclusionary business practice~, enfordement,o~ the AntJ.'-'Monopoly 
law, and other structural tradEb and in"'estment,; issues. 

The fact that these issuel remainJ oh o~r'negotiating agenda
I ", 	 ,

today suggest::; that past agreements anc~ approa;¢hes to opening up 
Japan's marke·t to greater fore~gn competition have had only 

,limited success. !" I, ,': ' 
In meeting Japan's unique trade liberalization challenge, 

\. 	 the Clinton Administration has determirtedi that ,past approaches 
particularly those that relied solely on changes in rules and 
procedures'-- will not provide solutions to the very real and 
specific problems posed by Japan's barriers. Of course, where 
changes in the rules contributk to the!el'imination of real trade 
barriers and to more open markkts, as they have in the 
agricultural area for example,' a strictly, rules-based approach is 
appropriate. But in the majority of area:s in :which u.s. and, 
other: foreign producers are in~ernationalllY competitiv~, 
experience suggests that changes in rUlesl and ,procedures alone 
may not ,be enough to ensure rehl chang~ i!n thel marketplace. 

, ! I' ,; 
THE FRAMEWOU: APPROACH ' . ii,' i' 

~ j ~ i 

, I IIFor this, reason',' the Cliniton Administration proposed a new' 
approach to t.he bilateral econbmic relationship in ,the united 
states-Japan Framework for a New Econobic Partnership, signed

I; , 
last July. 	 ,:"I, 

At the heart of the Framew'ork lie!s 1±heb~:sic proposition 
that for both nations and the 'rest of ;th~, wor~;d to prosper into 
the next cent:ury, Japan's persistent trade ami current account 

, " I 
, ' ;8 i 

I 
I, 
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i I
\ imbalances cannot be sustained. The F:tamework represents a 

comprehensive approach to sectdral, st*uc~urall,1 and macroeconomic' 
issues, a'imed at these fundamerttal economic. imbalances. 

'~I' i iI, ' '- j , 
The ,Framework -- to which the u.sl and Japan agreed -

establishes a results-oriented Iapproach tp U~ s:. -Japan trade. It 
states that lI·tangible progress must be I achieved, It and calls for 
the use of qu,alitative and quantitativ~ criteria to assess 

,implementatio:nof the agreementl:sreach~d.1 White focussing on 
results, the Framework makes clear that the benefits achieved 
will be available on a most faVored natiohbaed.s to Japan's other 
trading partners. • ii, , , ' 

'The Framework elevates thl U. s _-Japa~ tra'de relationship and 
bilateral and economic issues to the h.:lgh i lev~l where they 
belong. By establishing semi-~nnual h~adb-of-state meetings 

'preceded by deputy minister level meetingb;, 1;he Framework ensures 
that issues will be reviewed artd resolved] under the guidance of 
leaders focussing on the importance of i th1e u,. S ~ -Japan 
relationship and the significartce of thes1e issues for the global 
economy_· I;! II 

" I, , 

In the macroeconomic areal the Frkme~ork :~ommits Japan to 
pursue a "highly significantll<jiecreasel in! its ,current account 
surplus,' as well as significant increa~es! in its imports of goods 
and services over the medium t~rm. The F,ramework commits the, 
u.s. to pursue a reduction of its fischl :defidit, promotion of, 
savings, and a strengthening of its internat'idnal competitiveness 

, -- goals toward which we clearly have made substantial progress 
in this Administration. I" j: , 

. In its five, "baskets" of \Sectoral: and s,tructural issues, the 
Framework 'addresses major sectoral and: structural barriers faced 
by foreign firms seeking to sell into the Japanese market. These 
baskets include: I I I : " 

! ! j:' 
Government procurement, in which hapan ha~ committed to put 
into place measures aimedl at signiificantly expanding 
Japanese: government procurement olf qompetitive foreign goods 
and services in sucharea~ as tel:ecqmmunications equipment 
and service; and medical lechnOlO~Y.: ;,' 

Regulatory reform and competitive1neJs, iI~i which we are 
addressing Japanese laws, regulat'ions, :a~d administrative 
practices that impede market access !forforeign goods and 
services: ~ In this basket, we are! seeking initially an 
agreement with respect to Japan's: i:qsurance sector. 

, i
I , 

other major sectors, in wAich we :seek to!reach agreement to 
remove, barriers in Ja~an ito forefg~ laut.o: and auto ~arts 
producers, and to achlevel substantlally l:ncreased lmports 

.into Japan in this sector. I I :: '! • 
. ii' 
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i I ~ I.' 

Econom1C'harmon1zat10n, '" 1n. wh'1Chi' we:1 are add . ,ress1ng 1ssues 
affecting foreign direct Iinvestment, int~llectual property 
rights, access to technology, and buyer-supplier 
relationships. I :. / 

Existing arrangements and measures,j in which we are 
reviewing all prior arra*gements'and. measures entered into 
between our two countriej. ii, '; 
The U.S. and Japan have agreed tb the use of quantitative 

and qualitative criteria to a~sess the Framework agreements. I 
• I .!" 

Iw1sh to be clear on exactly w~at th1S1 me,ans .• In each of our 
Framework ne'gotiations, we intend' to ~ork with Japan to establish 
the changes we seek and the d:it~ria ~ha't will be utilized to 
assess whether the agreements I are aChiev;ing their fundamental 
purpose: substantially increasing, mar~etj access and sales in 
Japan. ,I I,· , , ' 

" , J I' ! 

, The United States is not engaging ~n man~ged trade; it is 
seeking to un-manage and expand tradel iIi one:ofthe most highly 
managed and regulated economy/ of any major i:r:adustrialized 
country. As; we have said from the ou!ts~t, wei are not seeking to 
set point targets for foreign market :share l~vels in Japan. 
However, we also are not willing to r:epeatthe past mistake of 
entering into agreements that do not :re~ult i'n a tangible 
difference in the marketplacei• We ar~ looking for practical 
solutions tel the problems for:eign fi$s 'have encountered in the 
specific sec!tors under negotiiation. In each, of our agreements, we 
must have a firm basis for confidence tliatth.e steps agreed to 
for removin~r market access ba'rriers ~n tact leading to greater 
market acces;s and, sales for 9ompetit~ve ifore~gn firms. ' 

, , I I I: 
We haVE! much work to do Ito reach agreements' in our four 

&~!~~!;: ~r:::sc~~fI~:n~e~g:~ol~~~~~~~ r~~~t~~'~ci~~t!~b~~;~~t!l~f ' 
both sides over the next few weeks, ....,e will reach agreements that 
will begin 1:he process of setting our bilateral relationship on a 

I '. ' • : I' •new course', laY1ng the found9-t1on for greater prosper1ty for 
Japan, the'united States, and the rest of the world. 

I 
I 

\ I 
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STATEMENT OF;
Ii. i

AMBASSADOR CHARLENE BARSHEFSKY.I :; .. 
DEPUTY UNITED STATES TRADE I. RE,PRESENTATIVE 

ON TRADE POJICY Tow~icH~N~
I I 

BEiORE THE! 

HOUSE WA¥S AND MEANS
I Ii. .: 

SUBCOMMIrI'TEE ON iT~DE" ;: 
I 
, 

I I 

"i:24 FEBRUARY 19.9~ 
I 
I 

I 

I J ' . 

Mr. Chairman, members of the CoInIltittee, 'I am pleased to 
r I ' . 

. ii, 
appear before you t6day to discussCh~n~'s ~id-yearresults in 

meeting the Clinton Administrltion's ~O~dit~o~s ,for renewal of 
r 

MFN, ~s well as the status of our bil~t~ral trade 
I , 

. II 

relationship. 
! I ! 

, I ,., 

As outlined in the presi,dent's Exe<i::utive Order of f'lay 28, 

1993, China must meet certain conditions on emigration and prison, 
I 

I . I' ""labor, and achieve "overall, signifi6ant progress" l.n fl.ve 
! : 
I I. .

specified human rights areas if the Presl.dent is to grant China 
I ; , I :;

I ' . ' 
MFN status next year. The Efecutive! Orjder: .~s clear on these 

issues. I will leave an extended di~cussion of the President's
I . ! : ,

Executive Order on MFN to the testim.onY of the State Department. 

But l~t me emphasize that stb~dY c~nt~nuop.~ progress Qn humanI 

rights in China is an essentlial ele~eni. of this Administration's
" !! 'I . ' 

trade'policy toward China, ~nd that;rehewal,of MFN will not be 
. I' I:

possible under the Presidentf,'s policy absent
'I 

overall, significant
! I 

progress on human rights. : ' 

I,I 
, II 
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i 

I 
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" 
I 

'1 
I 

! 
,i ". ~ 

i 
I ,,'

with respect to trade, the Administr,atipn; has pleqged, in , 
I I I ,

the Executive Order, to "pursue resoluFe]Jy a:ll' legislative and 
I, : iI ,

executive actions to ensure that China' abides 
' 

by its commitments 
/ ' ' 

I I I 

to follow fair, nondiscriminatlory trade ~ract:ices. The ReportII 

I 
to the Congress Concerning Extension of ~ai~~r Authority For the 

!I ! .:: j I 

People's Republic of China is! even mote ,expl.i,.pit. It cDmmits the 
, ' : I ", 

Administration to pursue market access ~nd; in'tellectual property
I I,' ,
I ' 

rights Agreements and other ilssues an;d ~o make use of Section 301 

where necessary in these are~s. ,i' I I' I, , 

This Administration has/met fulf y hhese'obligatioDs wit~ 
I ii' ,
I ',',' I 

respect to the bilateral trade relatLohsh~p. We have spent much 
I 
 ! I " 


~ j , , 

of the past year actively pursuing f~l1 iIQ.pl'ement'ation of our 
I I,.; 

current trade Agreements, r~solving !--Isuccessfully -- some of 
I I 

! I 

our more serious concerns. /we have p~6du~e~ real results~ WhereI ! ' . if ' 

the Chinese have not pro~eniwilling,toi ta~ethe measures 
I I i 

necessary to open fheir markets to fatr com~etition, this 
, , I 

Administration has not hesil~ated an~' Je will not hesitate to make 
, I ,!I' , I 

full use of the legislativ~ tools ~vailabl~ to us. 
I : I 
/ I, 

As I testified before/this Committee last June, we have
I I • J ", 

; i { 'I, 

clear goals that we wish tb achieve ih o,ur: trade relationshipI ' ii' 
with China. We have made! some pr,ogr;ess t,oward achieving those 

I j 

goals, th.ough much remains
L 

to be don~. First, we intend to 
I' 

I I 

pursue market opening ini1i,atives :fo* U~S; goods and services. 
I i u.s. business should havelaccess to ~he' qrinese market comparable 

to that available to Chin~ ,inthe.l Un1ited istates.
j • j I 

I / , 
Second, over time, a~ a resJlt iof gieater comparability in"
I ii'I 

i I 
i 2 
I 
I 
! 

I ,
" I 



I" 

I .I!'" 

market access, we expect more ~apid grpwtrh in: :our exports to 
.. . I . I ' , •

Chl.na. Fl.nally, we want to make certal.n;that 'Chl.na accepts the 
! 

rule of law as it applies to ~rade !that is,< that China's trade 

and economic policies be consJstent W{th! inte~nati~:mal ,norms and 
I 't t t 

the rules and disciplines of' Jhe GATT1 i :, I; 
I I • 

China's Market pdtential l 

I ! I 
The United states has ani importajttt 'istak~ in gaining genuine 

access to' China's markets -- ~or bot~ g60ds and services. 
I ..: 

Increasingly, U.s. economic ~rowthi~ drivem·bY growth in 
I . 1 

exports, and our economic health dependF 011 lopen markets 
I I I 

throughout the world. I
I 

i 
I 

I I 

China is now the world'~ fastest growing major economy. In 
I • 

I ' 

1992, its economy grew at ani officia~ ~ate~f 12.8perqent, with 
! I I '. i' , . 

growth in the booming citiesl along tlhe :east"coast at even higher 

rates. In 1993, China agaiJ sustaiJed! th~S,J :high rate of 9rowth. 
I : J :, 

The accelerating accumulatidn of weci.lth in coastal China and the 

concomitan1: growth in the pJrchasin~ p~wer 'of China's industries 
I '."

I ! I " 
and its consumers will ensure that China's 'marketbeco:rqes 

. ! i 
, ; I 

I I
increasingly attractive to p.s. exppr~s. 

I :.1. ' 
Over the past decade, ~hina'sglqbal·trade has, grown on 

I ,I i : . 
average by more than 11 peI]cent an~ually -~ tWl.ce the rate of 

woria·.~ trade growth -- incrJasing f~om! le~s;; than $40 billion in 
I I:' ;l . 

1980 to $196 billion in 1993. ,While chan'ges in accounting'
I : .; " ' 

methods' ·have reduced the 0~ten5ibl~siize ,of China's foreign
I · ! I , . 
I l I " 
I I:. . . , 

reserves, at $20 billion, they arel still .fprml.dable. In trade
I . 

3 
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, i 

I 

i 
Iterms, China is a major player. 
i 

I I 
The growth of Dur bilater/al tr~d~ r~~ationship with China 

over the past decade and a half has b~en:dra~~tic. Our two-way 

trade has g~own from $2.3 bilJion in {97~ to ~ore than $40 

billion in1993~ The United Jtates is nbw ch~.lna's largest export. . I I 

. market, with some 34 percent 	If Chinafs ~xports going to the 
I '. Ii; '. 

United states. Last year Americans imported 'nearly $32 billion 
l 

of Chinese goods I which in.clu1ed somel P;Odu'cts originating in 
I' I 

other Asian countries. 
I 

IOur trade relationship however,: i~ out: :of l:ia lance. The 
I , ' 

bilater~l trade deficit' stood 	at $23 ibi~lion i 'in 1993 I up 25 
. 	 1 iI' 1 

percent over 1992. In light of the ~ac* of fomparability of 
, I 

market access between our twq countries~ we qannot abide China's 
I 	 I, . 

. . d I. I I ·!'d 	 .huge and grow1ng tra e surplus w1th ~hefUn1te states, now second 
I 

only to that of Japan. 

While the potential of ~hina's ~arket is enormous, U.s.
I I I ' 

exports to China still lag behind thos~ Of; qur major trading
" 	 I Ii.. ~ . 

partners in China. Last year, Tokyo~s ~tatistics indicate that 
.I; : I 

Japan's exports to the Chinese market grew by 44 percent,. far 

more than ours. China's Plalners al~o ;impo~~ proportiQn~~elY
I I 

more from the European Union than fr!om !the united states. 	 Not 
I; : 

only is our def icit with China unaccept.able ~' but our trade,I I' 

pattern vis-a-vis our foreig'n 	competit6rs is disturbing and must 
I I 
I I i I 

Ibe reversed. 
I . , 
I 

China needs the productlsand services that U.s. companies 
. I I i 

: I 

are the best in the world att providingl' In addition to supplying 
i ! 

I 

I I 
. ,I,,4 

I 

, " 
,'. ;, 
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I 

China 'with wheat, fertilizer, and wood; -~ prod.:ucts that we have 
I I 

I, I 

long sold to China - the mix of products that 
I 

we now export is 

dominated by the high-technology 
, [I : 

sectojrs i in wh;ich we excel. 
I I ' : 

Thus, the united states exported $273 ;mitlion in whei3.t and $629 
, I 

I 

I 

million in fertilizer in 1992, but over $2 billion in aircraft 
f I " ' 

and parts and over $1 billion in computers 9-,nd power generation 
, ,I 

equipment, along with sUbstantial sal~s ?f el~ctrical IQ,achinery, 
I 

telecommunications equipm~nt, and sciJntific 'and contrQI 
I I 

instruments. i 
I , 

In addition, U.s. investment in china l -- which in many
'I ' 

, I I 

respects augurs an increase in trade +- reached record levels 

last year, totalling about $3 billionl wdth total pledged 
: I • " ' ' 

investment above $7 billion~ Many Fortune
I ' 

500 companies have 
I 

Ij, I :
made China :one of their strategic targe~s, investing in large 

I i 
scale ventures in China, with prepara~idns 'to, export a greater 

, I " 
1 I! . 

variety of products such as telecommuhications equipment, 
, ' I 

Ii' ,
computers', medical equipment and heavy machin,ery. More than 550 

U. S. companies now have off ices in chlinJ. 
I 

, I 

opportunities for enormous expan'si9n of ,IU, S. exports -- and 

thus for cre:ation of high-wage expor~ j~bS '-- are plentiful, 
I ' 

provided that market access barrierslar~ eli#inated. U.S. 
, ••. • I ' 

compet1t1veness 1n ,the areas of grea~esf i~t~rest to c~ina 
, i I : j 

aircraft, high-technology exports, c1mp~ters:~ fertilizer -- is 
, I I 

excellent. China estimates that it ~il~ require more than $350 
, , , ' 

billion in project-related imports o~er: the ;~ourse of its Eighth 
. I 11 

I 

Five Year Plan, which will be compl..etedl,in: 1995. The 
II 
I 
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.1 I 
I, 

'1 

opportunities for U.S. exports are enormous. 
'I I 

. .Ii:, .
For it~ part, the U.S.-Chlna Buslnesl~ Councll e$timates that 

J' 
the market for power generation equipmen~ in china over the next 

'I I' 

25 years rangE~s from $40 to $100billi~n ': for: aircraft and 
, I I " I 

aerospace over $40 billion over the ne~t i20ye~rs, for 

t~lecommunications about $30 billion o~er the ~ext five years, 

and for auto parts, $29 billion over the inext~hree years.
! ! 

In short, the boom in China's e6o~o~y, ~upport for domestic 
I I: 

economic expansion and change, and th~ erlormo~s potential of 
! I I 1'1 
, , 

China's market for U.S. companies provide the:United st.ates with 
, ' 1 I : . :: 

a rare opportunity to press for open aind! fair: :markets in China. 
I . : " 

. : i : I'
If we wait, we may find that our indu~tries are placed at a 

" : f : I ':! 
permanent disadvantage relative to those'of our trading.partners. 

I 
: ,: ,

I .,
POLICY ON TRADE W]THICHINA 

! I ' , 

The Administration supports a str:ong, stable, and prosperous 
. i II i 

China. In Beijing, Treasury Secretary B~ntseri commended China's 
I 
I I• . i 
I :,. ' 

recent decisions to move forward with Imarket-,orl.ented reforms of 
'I i ' 

! , 
its monetary and banking systemsj tax Isystem, 'and foreign 

exchange system.. Indeed, at its Third pilenum, in November 1993, 
I 

China announced major steps forward i~ ihs economic reform 
i i 

program. These steps, if implemented will, move China ftirther 
I ' 

towatd a market economy. 

Nonetheless, China maintains a hfgh:ly p~btectionist trad'e 
! 1 ',: 

regime. It has in place mu~tiple, ov~r~apping non-tariff 
I I ' .' 

barriers to imports and maintains rel?ti;velY '~i9h tariffs. .While. 
I : 

:; 
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,: 
I ' , 

China's expor1: regime has undergone a fem~rkable transformation 
, 

. I' 
over the past decade, turning China into one,of the world's most 

; j :: I 

formidable export engines, China's impbrti re:giine still remainsI' , 
the creature of central planners and state bureaucrats. And 

i I 

China's markei: for services remains close1d ,to all but q few 
I 
I , , 

companies that are' allowed in only on ~n I"experimental" basis. 
: I ,: 

,A fundamental tenet of our trade: pO,licy :toward Cl'\ina, 
I : ' I: 

therefore, is the establishment of a s~l~d fra~ework tl'\at makes 

the rule of law a basis for China's condrict 'of) trade. A second 
ii," " 

, I 

and e~ually important tenet is that U.S. companies must have, 

access to China's markets comparable tb ~hat afford~d China's 
I .: 

exports to the united states. If Chin~s~ business has the 
I ' . i I . I

' ' , 

ability to trade and invest freely ln ~h~ 
, 

Urii~~d states, then 
",i I ' 

u.s. business should have the same rights in,China. 
" "! I 

, , 
, " 

I I ': I 
Trade Agreements. The trade agre~m~nts that we have signed 

i, , 
with China represent important steps tbw~rd,the creation of a 

I I 
solid framework for the U.S.-China tralde 'relationship. The, , 

I ' , , 
intellectual property rights Memorandum of qnderstanding (MOU) , 

signed in January 1992, 'commits China :to the establishment of a 
I ' ' 

solid legal structure for the prote~t~on of'lrttellectuql 
j 

property. The market access MOU, sigried on'Odtober 10, 1992, is 

basea',,-on GAT'I' lIt commits China to makerules and di~ciplines. 
, I : " 

i I'•
sweeping changes in its import regime iov~r a flve year period. 

, 
, ,' 

Since I last testified, we have held fnt.nsi~e discussions with 
, I " 
I ' ,

the Chinese on implementation of these Agreements -- with real , ' 

I, 
, 

i 
" 

I 

, 7 
, 
! 



\ ' 

,I 

progress in some key market access ar~asJ 
I': 

! ' ,
I ',,'

Let me take: each of the MOU agreemel1ts I in turn: 

: I 
, 

Market Access Agreement. Pursuant to a December 11, 1993 
i " 

, I , 

deadline, China has taken important steps to increase the 
, ' ' i ' ' 

transparency of its trade 'regime, andltolop.~:its market to U.S.
ii' !, , 

industrial goods. Specifically, chinJ cfmmit.;~ed to: 
, , 

. : i ,
o Increase the transparency of1ts;tr~de reg1me, by publishing 

J 

! 1 : I ,I
and making readily av~ilable to for~igh traders 

II ' ' ,
I ' ,

and govE~rnments all trade and invesit,ment"-related qocuments.
I: I 
!' I i 

In addition, China has issued a ~tal~e Council directive 
, 

I
I I :, ' 

mandating that no ~np~blished la~, ~ule,'regulation or 
" ., 

: " 

administrative guidance Can be, ehfo'rced.; 
" 

China has <;llso
! ': 

publishl:d data on major central 9ov,ern:ment projects through 
I 

, I, 

the year 2000 and the United states expects full disclosure 
. l l ' " 

" ' 

of pro]'ect-related information ih Chin~;s provinces.
I' I, 
I I:
! 

I 

I i ,I 

o Eliminate import barriers -- including l'icensing
I , 

requirements, quotas, controls, ~nd restrictions -""" in many' 
, I ; , I 

key U.S. export sectors. Effect~v~ December 31, 1993, China 
! 

• ,. •• l' j . ;' •1 

e11m1nated 1mport restr1ct10ns o:n 458 1tems by HTS tar1ff 
, , ,

.' 'I 'I" 

~line. These items include product~ o~ dOrisiderable export 
, ! 

interest to th~ united states, ~uc~ as ~gricultural 
I 

products, including citru~ frui~, apples, and ginseng; iron , I I ," ' , " 

and steel products; heavy machi~er~; ~achinery tools; 
I ' 

I I I, 
8 I 
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. : . 

textile machinery; rail locomotives;: helicopters; ~cientific 

eliminated~ahead qf schedule import 

, I 

equipment:;' and commercial aircraft. 
I 

: 
, 

In ,addition, effective 

January 1, 1994, China 
, " 

restrictions on integrated circuiti ~s ~ell as on ~elected 

chemical products, and removed'exPli~itrestrictiqns for 171 
I . 

machinery and electronics products, ~nclqding con~truction, 
• 	 I ' 

energy gEmerating, and television br6adcast equipIQent. 
; ! I 
I : I 

I I 
I 
I 

. 	 • I . I 

On March 31, 1993, China also eliminated a directive that 

restr1.ctE!dsales of· digital SWitc~ink systems. equipment to 
. 	 I I ,I 

three non-American suppliers -- NEC,: Al'~~tel, and Siemens. 
~ • \ ; ! , 

As a result of the elimination ofithis directive ~nd the 
:: I 

removal of controls on digital sw~tcping 
I, 

;systems equipment, 

u. S. suppliers sold more than $!:?OO m:illicm of this equipment 
• 	 I 

, I 

to China during 1993 -- with the lik.elihood of substantially 

increased sales in 1994 and beyond. I 
! I 

• I 

i 
i

I. . I • :. 
0 Eliminatc;, the use of import subst1tu.t10n poiicies and 

I 
I I 

measures .. In August, 1992, ChinaipU'bli'shed an orqer 
: I '" 

forbidding the issuance of import' substitution lists that , I ' . , . , 

designate equivalent Chinese domesti'c s'ubstitutes for 
I 	 I 

foreign products .. 

• I , , 

o Remove, as barriers to trade, sci~n~ific~ilY unsoqnd 

standard::I and testing reqU:irements. : When: complete, this 
I 

. :. I' 

action will further open China I s ~arikets' to U. S. products, 
I 
I 

I:I 

9 
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I. 
I I 

: I 

I I 
l ! 

," 

especially agricultural products~ pn non-agricultu~al 
I i 

issues~, China has agreed to apply the sa,me testing and 
. : 

I 

i I . 

certification standards to imporied! and domestic Rroducts 
i '; '. :. 

an~ to apply these standards unifor~ly t~roughout the 
I 

country. 

I 
I 
I , 

o Reduce. tariffs by a general aver~ge of ~o percent and in 
I I 

. I ' . ' . 
. . ~o instance lower .than 35 percent, bn 50;categories of 

.' I. i 
I " 

prod~cts -- including about 200 items'b~,HTS tariff line,
i ,iI • 

effec~ive January 1, 1994. The ~roduct~.include fruit, 
I : 

" I ,,' 

edible oils, photographic and ci~ematogiaphic goo~s, 
! I 

miscetlaneous chemical products, iar~icl~s of iron and steel, 

machinery and mechanical appliances~ el~ctrical machinery
I I I'I: :, . . 

and parts, essential oils, perfumer~, cosmetic an~ toiletry 
! ' 

I 1 , 

preparations, and toys, games and s~ort~:articles.On 

January 1, 1993, China reduced tlri~fs ::f:rom 8D. to 5 percent 
I . " 

on instant print film and instant cJ:imeras, and from 70 to 15 
I I
I, ' 

per6ent on chocolate confectioDe~ie~ ahd,sugar 
I, 'i 

confectioneries. 1 !
i 

, 
I. I l 

I 

: I I' I 

While China is to be commended for th.se: ma~ket opening measures, 

much remains to be done with respect ~o ~ark~t access. U.S. 
, 

. I :..... i

negoti.ators 117ill discuss next week 1n iBe1] 1;og: the issue of 
. , . 

liberalization of quantitative restri6tibns (QR) for key U.S. 
! ' " . 

export products cited in the M9U. weiex~ect China to liberalize 

QRs at a rate that is in line with th~ growt~ of the market in 

10 
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, : 

( 

I 
each sector. We will continue to wor~ w±th China to achieve this 

goal. In addition, although China has! IJft~d' restrictions on 
, 

many machinery and electronics products, !certain tendering 
I
I 

I 
' 

regulations have been put into place wpich are unacceptable., 

China must bring its tendering regulat~ods up ~o t~e l~velof
I: " 

standard international practice, includi~g tha~ embodi~ by the
I 

SClence.. Wlthout substantlal progress! ln thls area, C~ina will 

, 
I,
I 

, 

GATT Government Procurement Code. Fin~I]Y, :Ch'ina 
I I I . 

must meet its 

obligations to base sanitary and phyto~anitary startdar~s on soufid 

. '. '. i . I :. 

, 

be in viol~tion of its MOUcommitments~ 
,I 
I' 

i 
, " 

I • 

Intellectual Propertv Rights. prpt~cting, intellectual 
, 'I 

property is vitally important if u.s. ~ndust~~es are to,maintain 
I I • i ' 

their cbm~arative ~dvantage in the high-~echnology sectors they 
, " 

dominate. Unfortunately, despite significant l 6hanges in China's 

intellectual'property regime, there is: aJ a~s~nce of effective 
; 

enforcement. Infringement of trademar~s land ,copyrighted works is 

endemic in China and the Chinese government has done little to 
I ,: 

bring it undercontrol,much less elim~n~te i~r China does not 

have effective IPR enforce~ent agencie~, ~ndChinese law offers no 
, I 

'criminal penalties for copyright infrihge!ment .• Clearly, on1 

I , 

enforcement, China lags well behind mo~t ~o~nf~ies in the region. 
. ' ii, II 

In adqition to market barriers, the absence 'of effective IPR 

enforcement is the greatest hindrance ~o ~cce~s to China's market 
I ' ' 
, I 

by the recording, motion pictur.:e, comp~ter software, and other 

industries. 

11 



, ' 

, ' 
, t " , " , ' 

I , 

The most egregious example of faile~ IP~lenforcement is the 
I 

infringement on a massive scale of foteign CO~ and laser disks. 
,i i 

China has pel~mitted the establishment! ofl 26, ,t~ and las~r disk 

companies in south and central China ~hat h~ve a produotion
!, : 
I ;

capacity of ,more than 50 million CDs .L_ 'in a domestic market of 
i' 

roughly 2 million. Exports of pirated CDs are now floQding Hong
I 

Kong wherH more than 93,000 were sTiz~d ·by Hong Kong Customs 

last year alone -- and are ~lso enter~ngl co~~~r~es in southeast 
I; , 

Asia and 'Canada. One factory in the Shenzhen, Special Economic 

Zone OPPOSl. tE! Hong Kong appears to b~ I am~ngt,~e' largest 

offenders, exporting pirated versions ofl film:, like J4rassic 

Park, that have not yet been released fo~ ho~. viewing in the 

Un i ted States .. ;:' !i 
" , 

In view of China's unwillingnessitoi date to take the 

necessary st~ps to ensure effective I~R ~nf6~6ement, USTR placed 

China on the Special 301 Priority wat6h List ,in November. If 
,I ~ , ' 

China does not take prompt and effecttve! measy~es to enforce 

intellectual property rights, we will:elFvate:Chin~ to Priority 
I ' , ' ~; , 

Foreign Coun1:ry status, which would s~bj~ct C:hina to PQssible 
I 1 " 

I Itrade action. , ! I ; 
I 

Apart from enforcement, China ha~ implemented the IPR MOU
! ,', : 
I, •

satisfactorily, in most instances. In ,the Agreement, Chlna 

committed to bring its intellectual propt:rtyrights regime to 
I ' 

world class standards. For example: 
i ,; ":'1 

o , On copyrights, China has joined the l Berne Convention ,for the
i ' 

Protection of Literary and Artistic; Works and the Geneva 
i I ! : 

i! 
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I 
. I , ,·' 	 , : I 

! j -' \

convention for the Protection of p,roducers of Phoqpgrams 

Against Unauthorized Duplication d,f Their PhonogrqJl1s, issued 
, ' ' 

I I 
regulations implementing the Berne cqnvention in Qj1ina,'and 

, I 
promised to protect existing copyrighted,works. 

, I 

, 
; I , , 

o China now protects computer software as: ~: :Iiterary work as 
I 

defined by the Berne Convention. :, II 
I i ~ 
i ~ I 

, ,I 

o On patents, China has taken signi~ic~nt s~eps to redress 
" ,I 

weaknesses in its patent regime, incl,.uding amendmElnt of its 
I 

! ' I, 

patent law to extend protection b~YO~d processes to 
, , 

agricultural chemical and pharmaceutical products. 

,I , Ii 
Textiles. For the past several years, :massive!llllegal 

transshipments of ,textiles from China a;nd IOV~~~hipments have 
, I i I 

undercut the effectiveness of the texti:le :quot~ system. After 
I I ' ! i 

months of 'fruitless negotiation and chi'nese ina;ction, tne 
i ' ,'! ~ 

Administration took decisive action, pU,bl~shing sharp ~nilateral 
,! :. 

reductions in China's textile quotas. ~ riew:brlateral textiles 
I ' 	 : 

agreement was entered into between the b.s. and China in mid, 	 ; I 
, I

January, just hours before unilateral quo1+-a ~~~uctions we~e to be 
II 

I ' , ' 

" 

implemented. This agreement reflects three ~ajor 
I ,I I 
I 

i I 

accoirrplishments: 	 , , 
, 	 I I 

o The Agreement establishes, slgnifiC;an~ r~.q,1;lctions in the 
, , 

access the Chinese will have to th:e U.S~ market. It! . , 

contains no growth in the quotas ~etween 1993 and 1994, and
I, !. 

! 
I 
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. 
, 
i 

I 


. I 


growth rates in the remaining yJrslofi~he agreement -
I 
1 

and 1996 -- have been reduced substantiallY. In a,.ddition, 
I 
I I 

overshipments from 1993 .will be counted :against tl"\a 1994
ii, .. 
i ' 

quotas .' Over the term of the Agreement,' China's qccess to 
, : . \ . . . 

, , : I 

the u.s. market for non-silk proqucts will declin~ by 13 , 
I 

cpercent br approximately $700 millibn.

I I 
f ! 

o The Agreement incorpqrates languAge: that: i potentially 
. I I' ,iii 

subjects China to additional sub~tahtia] cuts'in·~ccess to 
I " :i 

the U.s. market if transshipmenttcohtin~:es unabated. After 

three additional violations of t~e Agre,ement throlWh 
i :. 

transshipment, the U.s. Governme~t 6an~educe China's quotas·. ,. " I , ' ': 
by up tel three times the quantity ihvotLved in transshipment. 

o Finally, China's exports of silk; apparel' to the United· 
" ' 

~ ~.! ,t 

states, for the first time, are now, sub}ect to agreed 
! ' 

limits, or ceilings. Chinese siik exppr'ts to the united 
I 

states E!xceeded' $2 billion in 1993, so; .this agreel1le!lt 
I • 

represents an important new restraint. 
I 
I 

I 

The reductions in access to the y.s~ I "market for c~inese 

textiles and apparel are entirely justified given the SUbstantial 
, 

transshipment: and overshipments that hav~ occurred in violation 
I I 

of our previclUs bilateral textiles agree'fllent .1 U.s. Customs has· 
'I ' 
I 

determined that transshipm~nt~are oc6urring .through at least 25 
! ! 
I : 

countries and estimated the value of ~hiha'i :~uota violations at 
! 

I· 
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.. , . 
'I 

.. ;'I , l' 
" 

$2 billion annually.' 
i 
i 
I 

I 

I 
1 

Accession to the GATT. The United 
I 

states: is cominitted toi . . 
, ' 

I'
i 

"staunchly support" China's accession ~o the GATT and to work 

constructively with China and other GATT bontracting p<\rties to 
• 'I 

I 

achieve an "acceptable protocol" of acdession. , Under the 
. ! I : I 

:! " . 

condition that, China's protocol of accession m~st be a strict and 
I 1 ' 

,I i " 
detailed one that further opens its ma~kers aPR- commitet it to 

significant reform of its trade regime; t~e Ad~inistration 
: ; \ I, 

regards China's eventual accession to the!GA':):'T:as an il1tportant 
I ' 

,step toward fu,rther opening China's markets and holdinc;{ China to 
I 

: ' 

international norms. 
I 
I , : 
1 :As a resu.lt of the conclusion of tihe'Urugl.lay Rounq inI I il 
I : ~ ,

December 1993, we have altered our approach to, all current and 
! ! .; 

f,uture accessions to assure that we builld Ithe:~ppropriqte bridge 
I 

to the adherence of all the Uruguay Roy.ndlagr~~ments fQ~ an~ 

country wish:lng to accede to the GATT/World Tr~de Orgalllzatlon 

(WTO). That is even more important in 'Chinais:case. In light of 
. 1 , ' " 

, I' 

China's growing importance in the worlq t~ad~ system, ~nd as a 

trading partner of the United states, Je ~elie~e it is esse~tial
I ' 
I 

that the terms by which China accedes arelcomprehensivQ and 
I; : 

enforceable. Accordingly, China's acc~ss~on'must address three 

basic:,~elements : 
i 

I 

o The terms and conditions of accession the protq,col. 
I i 

: I. ~ I' , :o The schedule of concessions for gqod~ 
I 

o The schedule of initial commitmen~s for services. 
I , '.1I I ;, 

, " 
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Ii: 
We have significant, issues yet to re$olve:; in China.' s 

accession bid and cannot speculate abo~t the timing of the 
I! \ 
: ' 

completion of the accession process. The pac,e;of prog~ess will 
, 

depend on the commitments China will take to;iinplement and 
I 
t " 

enforce the rules and disciplines of ttie GATT and its ~uccessor, , ' 

• ! I ' regime, the WTO. We expect Ch~na to f~rther open its ~rket for 
i I :" 

u. s., goods and services and to reform its: reg'ime so tha.t China,r 
,I ' , 

j ; I 

accords the united states comparable mark~t access and 
I , 

I Iadvantages. I i 
I I 

! 
! 
I, 

Services. u.s. companies that have ~ntered China'p market 
I I;' 'I 

are severely limited i~ their ability ~o +xpan~ and to provide 
I 

• ; t ,j

the full range of products and serv~ces 
, 

ava1lable to CQinese
" 

! 

customers. In most instances, U.s. comparlies' cannot offer after
• ! ': 


sales service, do not have direct acce~s to s~~es and 

i 

'dist~ibution networks, cannotwholly-oJn their own reta.il 
i ' ' ' 

outlets, are restricted in their right Ito! operate leasing 

companies or holding companies in China;, i;ind are otherwise 
I I 

restricted in their access to a vast array of' business and local 
, I I "" ' ' 

customers. If u.s. industries are going to e~tablish a. long-term
I, , 

and successful presence in China's market~, they will rteed to be, 
I 

I 
able to draw cln a highly articulated servfce~ ~ector. 

'''''The market access Agreement set tJe ~tage,fOr the opening of 
I 

China's potentially extensive market fdr services. We will begin
Ii' 

formal bilateral negotiations ~ith chida ~n seFvices iq Beijing 
, 

on March 2 and 3. We expect those negotiations to leaq to 
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..
,. 
I 

i 
I 
I 

1.sUbstantial market access for u.s. serV:l..ce providers.
I 
I 
I 

! 
Conclusion : 

I 
,. I j 

We have an historic opportunity to: expand our traqe
I " 

relations with China and to help create! hundreds of th~usands of 
i 

high wage jobs here in the United state~ through increqsed 
I 

exports. We have a great stake, not on:ly from a global, 
I 
I 

strategic perspective, but also from a ~omestic perspeQtive, in 
j 

opening China':3 markets and ensuring th~t China, plays QY the 
I 'I 

rules. We:will make every effort to seb that this happens. Let 
I " 

, i • ' 
meernphasize, however I that this must happen ,Pl the cOlltext of 

I' \ 

the Pres ident':9 Executive Order, which :requires! that tnere be 
I 

overall, significant progress on human Fights' i:n China for the 
, ,I 

President to renew ~hina/s MFN status. 

I 

i· 

i' 

, I 

I 
I : ' 

:. I 

: ii 

: , ; 

'-.,. 

I, 

I 

I' !' 
! 

; 

I' I, 

i
I, 
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. 'I 
INTRODUCTION 

I I 
It is indeed a pleasure to speak be!fore thel Inter-American 

Dialogue - - a forum which includes many 'of !the 'r~al experts on , 
Latin America and the Caribbean. It is :a topic ;that has taken on 
increased interest in the Americas as the countries of this 
hemisphere pursue their economit interedts iint~is uncertain and 
unrelentingly competitive global economy,. I ' 

I I , , 
, ! 

The Administration's Overall Policy Obj ectives i' 

I ;' I 
One year ago at the American unive~si~y, 'l?resident Clinton 

delivered a major address on U.s. economiciPoJ,.icy. In this 
important speech, he called upon the Am~rican people to make a 
tough choice at the "third great moment lofldecision in the 20th 

. . I" 
century." He asked us to reject a 'path that would lead us to 
repeat past mistakes of turning inward cind; instead,' to .reach 
outward to "compete, not retreat. n 1 i " 

I :':
I 

: I, ,
This President clearly has a deep und~rstanding and interest 

in the effect of the global market on t~e U.s. ~conomy. The two 
are inseparable and our economic futures are ~ltimately one in 
the same. The process of global economic transformation is not a 
distant topic of discussion for those w~o fuay be intellectually 
interested, but a reality on Main Street UI.S.A.' It holds both 
promise and peril. Our objective is toise~ze:the promise and 
pursue U. S. economic growth in an expandin~ wor,ld economy. 

i! 1 

To do this requires.an integrated app;roach,to economic 
policy which ,starts at home~ Improved edupation and labor 
skills, a re-employment program, healthl ca,'re reform, more 
efficient andeffective government ,stimul'ation of research and 
development, all are part of theClintoh Administration's agenda 
to improve our ability to compete effec~iviely in the global 
economy to improve the lives of Americans .! 

" !', 

Trade and investment policy is an ~nt!egra~ component of our 
overall econonlic strategy. It is the cf=ntlral role of trade 
policy to open markets, e,xpand trade, apd IstfmJ.late u. S. and 
global economic growth. I ' . i . 

I ",
I I :: 

I 

I 
, I: 
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i 
I .

Never before has trade and investment policy been suchan 
important element in our economic policyiand fortunes. 
Approximately 25 .percent of our gross dorhestic product is reliant 

h ' 	 , I , II hon trad e, and t 1S percentage1s expecte"-l,.J to 1ncrease. T e 
global economy is our future already. :! ., 

! j i I 
• I 

.The Administration. believes that globall eco:t;Lomic 
interdependence and trade expansion offer tang~ble routes to a 
new prosperity. The opportunities for the pnite.d States are 
enormous in a b;r-oad range of capital goo8.s,; telecommunications, 
computer related and digital electronics ~ c;reati've intellectual 
property reliant industries, not to mentiiorr high. valued added 
agriculture and other high skilled manufEl.Ctiuring and service 
sectors. Latin America and the Caribbean i;s an ,increasingly 
important market for-these. U. S. goods and s;ervi~~s. 

I .. . 
Latin America and the Caribbean: Its Place in the Global Economy 

i I 
. Latin Ame:r'ica and the Caribbean hasl uddergdne a profound 

economic and political transformation thp.t Iriva1s.any region in 
the world. It is now a dynamic region 0;£ economic growth, the 
second fastest growing region in the world 'after; the Asian 
Pacific Rim. It's economic prospects ha~e ldr~ciaticallY changed 
with bold and sound leadership that recognizes t;.he crucial role 
the global economy plays in domestic ecohorrhc. ,prosperity. . Ii .. 'I 

Rather th~m turning inward, the count:tties l.n Latin America 
and the Caribbean have opened their mark1ets. A: few illustrations 
might be useful. ,I, I 

I 	 . 
o 	 Average pE~ak tariff rates in Latin !Am~rica: f'lnd the Caribbean 

have fallen from triple digits percent to around 25 percent; 
the simplE~ average tariff rat"e in tihe Imajo~ countries in the 
region is under 15 percent. 

. I . 
o 	 Most countries have substantially :rjeduced .,.- and in some 

cases all but abandoned' - the use of Inorit<;i'riff barriers, 
like restrictive import licenses a~d ~mport quotas. 

o 	 Countries that once publicly conde~neJ multinational 
corporations and decried the evils :of.fo:r;eign investment are 
now competing for those resources GY tevis~!ng their laws and 
practices to' provide attractive imt,estment i ;environments. 

Latin America and the ~aribbeanl s JOlici~s:~have benefitted 
. • I ..

the Uniteq States. Let me share w1th you some numbers to 
illustrate my point. . ! ! ':I 

I I I, 

o 	 Forty three percent of' all .. imports I into Latin. America and 
the Caribbean corne from the UnitediStb.tes.: U.S. merchandise 
exports to the region rose from ne~rl~ $44, billion in 1988 
to over $78 billion in 1993, an indre~se'of 77 percent. 
U. S. exports to the region have intre'ased ~t over t:wice the 
rate of U. S. exports overall ~ . I :: , I 

I 
, i I I' , 

I. 



,, 
I ; 

I I o 	 We have had a merchandise trade surplus with the region for 
the past three years. II 

,, ,I : " 

I 

o 	 Most U.S. exports to the region are! high valued goods - 
exactly the kind of products the pr;es~dent, sees being the 
source for creating future U. S. jobs. I The ,preponderance of 
U.S. 	 imports from the region are raw materials and 

I I

complementary products. 	 !" 
, 	 I ' 

o 	 The U. S. market share in most countiriJs, in ta:tin America and 
the Caribbean is three to four timels the share of the 
country's next trading partner. ' I, i: 

I I 
o 	 The largest stock of U.S.' foreign dirJct investment with any 

developinsr region of the world was in ILatin; America and the 
Caribbean -- $77 billion as of 1991 (the Ilcttest available 
year).',,'

'I 	 i:!' 
! ii' 

The Administration is currently in ithe process of developing 
its trade and inyestment policy for enhapc:i;ngo~r commercial ties 
with, - -, and taking advantage of opportun;ties offf;:;red in - - Latin 
America and the 'Caribbean. We want to deveilop the right approach 

, for this important region of the future. I .' i ' 

U.S. 	 Policy and the Region I 

I II . ,
U.S. pol'icY,toward Latin America anfl the Caribbean has 

hi~torically been heavily focused on pol~t~calconcerns. We 
concentrated on ways to provide assistanbe ito the region, instead 
of finding the means of working with count:rfies ih the hemisphere. 

I I .,. 
The driving factor in our more mature ipolicy towards the 


region is 'our collective economic futurel. , :The ~resident is 

committed to making the Americas a bettetr place 'to live through 

expanded trade' and investment opportunit:ie~. Lei: me briefly , 

explain what trade policy elements are ih place and then touch 

upon additional considerations. I I " 


I II 

Element One: The Uruguay Round i 


The importance of the completion of! the UrJ.guay Round, while 
viewed by some as not having the same significance to the 

,I ' 

hemisphere as the North American Free Tr,ade Agreement (NAFTA) 
,should not,be underesti~ated. In additipn ito the vast scale and 
comprehenslveness of thlS global trade agr~ement, the success of 
the Uruguay Round sets in motion a rangel of ac.tions unprecedented 
in global economy history -..:. expanding jpb~, enh?lncing 
prod';lctivity artd incr~asing real wages. I E¢onom:i,st es~im,:te ~hat 
the lncreased trade }'nll pUf!!P b~tween $lPO "and $200 bllllon lnto 
the U.S. economy every year after the Rounq is fully implemented. 
Early entry into force of the Uruguay Round will build the 
foundations for an tremendous expansion pf Itrade, and prosperity 
for the 21st century. I , I;: 

I 	 " 

, I 

I 



I 
I ' 

I 

" 	 I 
I 

, I 
I 

'Element Two: Sub-Regional Undertakings 	 I 

I 


The NAFTA, which is of immense importahce, tpour 
relationship with Latin America and the Car~bbea~, will increase 
economic growth for its members and providei exPa,nded trading 
opportunities to this growing market fori countri:~s outside the 

I I I •.

NAFTA. The NAFTA is the largest and best d!,=fine,d of the 
subregional trading blocs in the hemisphere'; b1Jt; it is not the 
only one. ' i : :: i 

I ': 
I ' , ' 

To their credit, Latin American andiCaribbean leaders are 

also moving rapidly to build more opporttmities' ~for, their 

economie~ through bilateral and sub-regi6nal fua~ket opening, 

agreements that have helped, along with souhd ma'croeconomic 

reform, spur trade within the region. ectmntries :in the region 

are strengthening the commercial ties by ~eviv'ing old, or ' 

forming new, trading blocs - - the' Andean i Pabt, "tlfue Caribbean 


" 'I'"Community (CARICOM), the Central American Common: :Ma~ket and the 
Southern Common Market (MERCOSUR). In addition,~:individual 
members of subregional blocs are "cross-:j..ntegrat:ing" with 
countries outside their subregional blocj __ I e.g.,lthe "G-3" 
(Colombia, Mexico and Venezuela), Chile with each of the "G-:-3" 


members, and the Central 'Americans and the Caribbean countries 

with Mexico and various countries in South fme~i:c;:a.


I, , 
I ' 

The results of regional integration!ha~ been impressive. 
Aggregate trade within Latin America and the'Caribbean jumped 
frOm $186 billion in 1985 to $326 billion ih 199~, and increase 
of 57 percent. During', the same period, teg~on.i:~},' aggregate 
imports from all sources increased 12 percent per year. The 
leaders of Latin America and the Caribbean ~ecognize that access, 
to developed country ma~kets not enough - th~t a new 

, prosperity starts at home and with immediate neighbors. 
I I ' 

The United'States wants to work wit~, inste~d of compete 
against, the many subregional trading artangements being formed 
in Latin America and the Caribbean. 'The$e sub-r~gional groups 
will be an important factor affecting trader and, ,investment flows 
in the hemisphere. We should recognize this reality and 'respond 
to it with constructive efforts market openipg and trade 
expansion. We need to explore with membersj of: the subregional 
arrangements the most appropriate means ~f achieying mutually 
beneficial results. i : • !: 
Element Three: Bilateral Efforts 	 :! 

I 
Bilateral efforts at opening. markets are ~, necessary 


component of any U,S. trade strategy for:Latin America and the 

Caribbean. We are exploring a number of iways to:: enhance our 

bilateral relationship with countries inlthe region. 


We are, of course, . committed to a f~eel tr~d~ 'arrangement 
with Chi and are considering the most *ppropriate means and 
timing of moving forward with that initiative. Also, we want to,

I ~ , 
, 
i 

I 

i I 

I 

I 



l 

i 

I 
I I 

give President-elect Frei's new administration a chance to 
I I ' formulate its views on this issue. , ; ,! 
I I 

Other types of bilateral agreement~ can sek important 
precedents that encourage higher standardsiof;discipline in the 
trade and investment arena. The existing trade; .arid investment 
framework agreements with virtually evety country in the region, 
with the exception of Haiti and Cuba, ate ~ehicles that should be 
utilized to focus energy on concrete pr<hbl~m s6iving.

Ii' I 

Beyond the dialogue under the framewokk ~g:teements, we 
intend to work constructively on a bilateral basis where 
important trade and investment interest!? a;r-e?lt,: stake. "Building 
b~ocksh such as investment tre~ties andlintel~~ptual pr~perty 
rlghts agreements can play·an lmportantlro[le ln,ratchetlng up 
regional and multilateral disciplines and ~n improving the 
overall bilateral .relationships. ! I 

Additional Measures 

• I I I

The Administration is also examinlng ~dditional ways to 
stimulate the opening markets and expan:sionof trade within 
the Americas. Broad based regional effort's in 'confidence 
building measures - - for example examiningi cust'oms facilitation, 
tariff schedule and rules of origin hartnon:iza;tion - - and improved 
transparency of trade and investment reg-imles may be considered. 
Regional discussions on .these issues can help, riound out the 
effort to confront trade impediments colle1ctively as part of a 
multi-pronged strat.egy.· Although effor~s :of this type are not 
necessarily headline grabbing, they cani ha:ve important 
implications for. the trade and investment 'community and signal a 
pragrriatic approach to work cooperatively t'ogetI1er to expand trade 

• '. I Iopportunltles. . i " i~. 

Conclusion 
, , I

, 
:'
'I 

In this time of global economic tr!=lnS;formation, the 
President understands the necessity of'l and is 'committed to, 
moving forward.' Expanded·trade is an iht~gral .component o~ the 
Administration's economic policy object!ives at home. Latin 
America and the Caribbean provide subst~ntial'ri~w opportunities 
that we intend to pursue. ' ' I 

· Ii. ,There are those t hat wi 11 a ways riesllst ,efforts to change 
the status qup. We need to recognize thi~, deal with it in 
constructive and sensitive ways, and c~aft policy mechanisms for 
change that will keep us economically Healthy.' Change is a 
constant in this global economy. We canndt stop it; we can, and 
must, seek out: new opportunities and griea~erprosperity. The 
Clinton Administration is determined td dd jtisttl that. 

:' 1 I 

I 

Thank you. 

I , , 
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,I 
Ambassador Chal:lene Barshefsky I" 


Talking Points for washington Internatio~al Busipess cQuncil 

March,a, 1994 . 


" ! 

Ii
, ! 

We are at an important juncture in 'th~ U.SJ: - JapCln 
trade relationship. 

Ii: 
Thecurreirt chapter in this relati~ns~ip :be~an with the 
Framework agreement of July 1993. : I ' : " 

I i 
,;[,he Frame\~ork established a set of jprinciples undElr 
which the U.S. And Japan would attempt to address 
Japan's eGonomic aSyminetrieswith the;worlq econorqy., 

, 	 ;,' 

These asymmetries are well known. lAS Ipresi;dent Clinton 
said during his press conference with1prime Minister 

, . ' 

Hosokawa on February 11, Japan rema1ns les~ open to 
imports tltJ.an does any other G-7 na~io~. 

I , 
" I I , 


. The economic facts support this statement: I! 

i ; ,'. 

o 	 1993 trade surplus with U.S. '7 $ 59.3': 

billion; : ,'I.


I , , ' 

o 	 1993 trade surplus with the w0rld _i$1 141. 4' 
billion; ! 

, ! 

I 

'I ; ,
'I 

o 	 1993 current accounts surplus; - 1$ 131:.4 

billion; I 


o 	 Manufactured imported goods as share:<j>f GDP .... 3 
percent, or less than half th~t .:of the u. S. 
As little,as one-six that of other G-7 
nations. I I 

o 	 Less than one percent of the total.world 
stoc:k of inward direct investment. ;(Q ~ 7 
perc!ent) i ';; 

I 
This trend towards imbalance is repeated when you look 
at specific sectors. ';rotake justi t-w;o: ;, " 

, . 	 , I !',' 

o 	 TelElcommunications: Foreign market share, G.., 
'7 average, ,excluding Japan, 215 perceJi.;t. 
Foredgn share of Japan's mark'et,1 5 :percent. 

, 	 I .' I, 
I " 

o 	 Insurance (Japan wor]:d's secQnd Ilaligest . 
marRet), foreign market shar~ of G.... 7" except 
Japan, 10-33 percent. Japan'lis, i2 percent.

, 	 , 
, I. '[

In the s~~ctoral arena, we've been rtrYlng, for
! l' l! 
I 



, : 

, , ' , ' 

i . 
improvement for decades. Over 30 bilatteral trade 
agreements since 1980. I, ; _ 

Some successes. Many disappointments, I wh'e~~ we tllought 
we'd addressed barriers to access tp c'ompetitive 
foreign goods only to find new barr~er's in it-heir :Rlace. 

- , 	 I I I ~ . . 

This is real danger in the trade relationship. Cycle
of frustration where issues are notireally .resolv~, 

• - • 	 • I! ~ , I' •only d1sgu1sed through cosmet1c agreem,ents lead1ng to' 
no real change in the Japanese market.' 

, " 

For the benefit of the overall relatio'nSh:ip~ we are 
.' 	 1 Itrying to break th1s cycle under the Framework. 

I' 
1'1 

' , 	 l 

We agreed to concentrate on opening; ma:rke!t~t and to 
seek agree:ments leading to "tangibl¢ progress" , -which 
was to be measured using "objectivei cr:iteria". 

-	 I I I ' 

We negotia.ted intensively with the hapanescl' over the 
past six months to apply these prinpiplesto new 
agreements. in four key sectors: Japanese gpvernm-ant 
procurement of telecommunications and :medical . 

• 	 .! !technology, 1nsurance, and automob1(le~ and ,auto pqrts. 
- I' 

Throughout: these talks, Japanese nego~iator~ fail-ad to 
• 	 ',I ' acknowledgre 1n· any useful way the k¢y framework 

principles: -..;.. "results" and "objective criteria", to ! 

which they agreed last July. ! 

In the weeks leading up to the Clinfon -Hosokawa 
meeting, lr.'e attempted to engage sen;iOl:: j'apanese 
political leaders in an ~ffort find a ~uttially 
agreeable approach to bring the negbtiations to a 
satisfactory resolution. r ! . :1 

I ' 	 I I ' 
I 

Secretary Bentsen visited. Tokyo on January 23 to Qonvey 
a message of U.S. resolve, noting tha~ we,h~d to reach 
credible agreements under the Frame~ot.k; that the 
pattern of concluding cosmetic agre'ements that yi~lded 
no real cbange in the Japanese mark:et~lace,was no 
longer acceptable. I ; " 

I 

Ambassador- Kantor, vis!ting Tokyo F;eb~uarY:1 throqgh 
February 4" reiterated this message: to the' J'apane&e 
Prime Minister, members of his cabi:net., and, other 
senior political leaders. ,iI ! r: I 

I I ,: 
In a final series of talks between 'Ambassador Kantor 
and Forei~ln Minister Hata, 'running :almost until dqwn on 
the day of the Clinton-Hosokawa meeti~g, the Japal)ese 
failed to acknowledge the key framework principle& asa 
basis for successfully concluding n:egqtiqt~'ons. 

I 
I 

,
!; 

' I 
I i : 

I I 

I 
! 



, 'I 

, ' 
, I 

I' ! 

This impasse was reflected'in President Clinton's 
comments on February 11. The President: stressed ~at,

I I ",'
given the f;takes involved for the U.1S. ~ for; Japan, and 
for the re~t of the world, it was better tO,have

I I
reached no agreements than to have reached empty 

I I I
agreements" I I ' 

, I 
I 

We are now assessing the viability of the framewo~X as 
the primary means of addressing Jap~n's economic 
imbalances with the rest of the worid.! W~'~re al~o 
considerin~ other options for dealiryg ~ith ~hese 
imbalances. ' 

Cellular Telephones 
ii, :I 

On February 15, the USTR announced a determ~natioq 
under section 1377 of the Omnibus Trad~ and;, 
Competitivf~ness Act of 1988 that Japan I had not corqplied 
with the 1~89 agreement to open itslce~lula~ tele~hone 
market to u.s. manufacturers of cel~ul~r telephon~ , 
equipment. I 

lit 

This action resulted from a clear-cJt iailu~e of Japan 
to live up to a series of commitments in this areq 
spanning a:imost ten years, of which Ithe 1989 agre~ment 
was merely the most recent example. i i :: 

, • I ! 

The Japanese Government promised u.s. industry 
"comparabl1e access" to the Japanese i cellular teleRhone 
market, ye·t, consistently supported actions which 
impeded sUi::h access. ii'I 

I 

The market access barriers erected against, the highly 
competiti~e u.s. industry amounted to ~n ex6lusioq of 
u.s. manufacturers from the crucial I Tokyo:':Nagoya 
market, a market corresponding in size: to the 


,Washington - Boston corridor in the!U.S. ' 

i I . i 

This deter:mination is a measured re?ponse ', ,in 
accordance with u.s. law, to this clear instance qf 
non-compliance with a bilateral tra<;ie agreement. 

I ,I 
" ' 

The next step under the 1377 process i~ tp'develoH a 
list of Japanese products on which to :levy 'sanctiqns 
equivalent to the lost sales to U.S~ industry as q , 
result of the continued market barriers. ; This li~t 
will be published by mid-March,foliow¢d b~~an 
opportunity for public comment. ii, 

, ' i", 

The i377 review of this' agreement t?ok, plac~ larg~ly 
outside of the U. S.,' - Japan framework.; Japan's 
behavior in this sector, however, i~ an excellent 
example of why we need to pursue resul~s orientation in 
our trade agreements with Japan. 

,I, 

'I 

, " 

: ,, 



, I : i 

I 
I 

I 
i, 

, 

Key aspec'f::s of the 1989 agreement lJent them'selves to 
delay and ambiguity in their implementation'. Use of 
criteria ~;uch as that proposed witHin ,the Framework 
might well have averted this lates~ episode of 
frustration in our trade'relationsnip'with Japan., . 

I' ', 
We did not call for, nor do we wan~, pledge's of a fixed 
numerical market share -- a target i-- :in ,'this sec~r. 

But perhaI)S we should have sought a date' by which 
coverage c>f the Tokyo-Nagoya market:: fqr U~ S.. Indu~try 
would haVE! been available, or othe}j g~ideposts, sq that 
we could indeed have had the opportunityfo'r compqrable 
access called for in the agreement.! Ii, 

. I II 
Future/perspect:ive 

..' ••• ,I''. •The adm1nJ,stra.t1on 1S 1n the process qf rev1ew1ng a 
number of different options 'regardfng,the riext st~ps in 
our trade relationship with Japan. ii, 

Our respoflse will be prompt, responsi~lean:d cautious; 
reflectin~J a full appreciation of the: importance Qf our 
bilateral relationship with Japan and the ~mportal)ce of 
our econorLlic ties to each other and to the ,world 
tra,ding .system. I 

But as thE! President said on FebruS:ry i 11th, 

"ultimately, Japan's market must b~ open"., 


~ I 
I I ; 

We need to continue these eff<;>rts f:orithe health Qf the 
global economy and world trad1ngsystEfm, ,and thes~ 
efforts must take place on both the macroeconomic and 
sector spE!cific levels. I,: 

I I' ,', i , I , 
We also nE!ed to continue these effqrt~ for ; the grQwth 
of the U.s. economy. A closed Japanese market co~ts 
U.s. exports and U.S jobs.-- partiC1ul~rly'in the qigh 
technology arena. I 

I , 

Quite aside from the issues of the ;trade de'ficit, 
Japan's closed market practices are denying' the u.s. 
benefits it should expect in an op~nglo):)al world 
trading system. output: and jobs in; our mos,t 
competitive sectors -- high tech and others -- ar~ 
lower thall they would be because of., Japanese practices. 
u.s. real average wages and living Ist~ndar<lS are lower 
than they s,hould be. : : 

I 
For this reason, we wouldrt~ed to dursueJapan's trade 
barriers em the sectoral level even if we were in trade 
surplus with Japan. 1,1 . 

I , 

Our Japan policy is fully consiste~t ~it~!the 
I 
I 

II 



, I 


administration's goal of expanding world trade anq 
. i !. I

adding exports an;t jobs to our econcrmy, 1n,the proQess. 

! 
I' I 

Next steps 
II' ,t
I I"As! said, we are looking at a broad range of opt:i,ons 

in addressing our trade problems with Japan:. 
, ,: I " I 

As to' the :E"ramework negotiations, Hi i~ up, :to JapCln to 
return' to, 'the table with credible proP9sals:: in th~ 
priority sectors which meet 'the keY:Fr~mework 
principles. ! I :! I 

We have heard that the the HosokawalGovernment is in 
the proces:s of drawing up unilatera+, plI.an~' :to opell the 
Japanese market~ Of course, we support such effo~ts. 

I I 
I! ,I . , , I ' ,

But to be credible,. such plans must I,bet specific alld 
must yield real and measurable changes: in It,he JapClnese 

, : ! ':,market. 
! 

I 
I', 'ISuper 301 

i " ' 

The Administrati~n has long support~d re ins'tatemel)t of 
I, : , 

super 301 as a tool for complementing our market 
opening efforts around the world, and helping to 
establish our trade priorities. Ij, ,I 

I 
I 

In reinstating super 301 last week, [wei didIlot 
designate any specific country or indehtify any 
specific foreign practice. Such de~ignatidn woulq 
normally not take place until septeIhber. i': ,i 

\ I 

Rather, we have given ourselves a v~ryi flexible 
instrument for pursuing our trade P9licies'of opel) 

,markets and export expansion worldwidel. I 

I 
I 

I 

I , 
: ; I

, I ' 

, , 
, 
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Washington International Busin~ss €ouricil ~ 
818 Connecticut Avenue, N.W., 12th Floor, Washi~gtonJ D.C; 20006-2702 

.' 

I . I .. 
i 	 I

I 

February 
I 	 I 

I 
The Honorable (~harlene Barshefsky 

r Deputy U.s. Tr~lde Representative 
·1 'Office of the U.S. Trade Representative , '~ ,r 
I I600 17th Stree1:, N. W., Room 200 . 
. ' I,Washington, D.C. 20506 

,Dear Ms. BarshE~fsky: 
I 

. We look forward to welcoming .yob to·· our washington 
International J3usiness Council luncheon! discus~ionmeeting on on 
Tuesday, March 8,1994, from 12:15 p.m. tp 2::00 p.m in the Ballroom 
(second floor~of the Army and Navy Clu~, 901 l?tth street, N.W. 

. For your i.nformation, I am enclosin~ aj COPY.::Of the background 
paper we hav4a distributed to the executiv:es who will be 
participating in the meeting. You will: be introduced at the 
luncheon by Ms. Mary Lou Lackey I Vice President and Director of 
International 'J?rade Relations, Mo.torola,1 Inc. ' 

. 	 .. . i I 

. i I 
We 	 will call your office before the meeting ito see if you have 

i 	 I ;.any questions. 	 . I " 

I 	 ;I ' 

\ 

1 • 	 1 •Solve1g;. 1elmann 
Chaiman· and Executive Director 

I 	 ' 
1 

!', ' 

SBS:jmb 

Enclosure 

I 
I' 

I,' , . , 

i 
, 

. I'
I 
I 
I ;' 

. Telephone (202) 872-8181 • Fax: (202) 872-8696 ;. T¢lex 4:W~1l IBGC VI 
Program and Management by InteniationaIBusiness-Govern'ment:Counsellors, Inc. 

I 	 • 
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Washington International Busin~ss <I:ouncill! 
I : ' ' 

818 Connecticut Avenue, N.w., 12th Floor, Washington; D.C! 20006-2702 
, , , 

j" !. , 
i! 

February 251, ~994:', i 
I I , 
I 
j, ,!

BACKGRoUND PAPER POR LUNCHEON DISCUSSION MEETING 
I 
I ,

JAPAN AND 'l'HE UNITED! STATES:' , 
I ,.I 

I j! 

, i :', Ii 
I I . 

Honored Guest: 	 'l'lIE HONORABLE ICBU.Li!:HE BARSHEPSKY 
Deputy U.S.! T~adeRepresentative
Office of the . , :, 
U.S~ Tradei R~pr~~~~tative 
. I Ii., , 

I 

Place: TBEARIIY AND HAVY" CLUB. I . 
901 s~vente~n~h st:.·, NIt' 
The Ballroo~ I ' , '. 
(Second Ploor)'1 ' 

. I 
I 

I ' ;

Tille: TUesday, March 8" 1994 
1 2 : 00 noon 1-,"2: OO,p'.Il.

I ;' II 
I " I 

Moderator: Ms. Mary Lou Lackey' 
Vice presid~nt anti Director 
ofIDterna~i9nalT~ade Relations 

Motorola, Ire-I ' 
I ' 

CONTENTS ,: 
I ~: 

, II 
. I 

I. The Honorable Charlene Barshefsky; 
, 

II. Discussi.on pormat and Topics for Discussion 
I 
I 

Ii' 

(over) 

. , 
I 

, 
I 

. .. ' .I 
Telephone (202) 872-8181 • Facsimile ~202)' 872-:8696' 


Program and Management by International Business-Government q)unsellors, Inc. 
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Washington International Busihess Council 
.1 , ,.' 

818 Connecticut Avenue, NW., 12th Floor, Washington, D.C. 20006-2702 

January! 5,1~94 
II 

1 

. --Il \
The Honorable Charlene Barshe~sky I 
Deputy U.S. Trade Representative 
Office of the U.S. Trade Representativei 
600 17th Stree't, N.W., Room 200 i 
Washington, D.C. 20506 

Dear Ms. Barshe~skY: . ; 

I am writing on behalf of the ex~~ut\ive:s ':bf the Washington 
International Business Council to invite \you' to be the honored 
guest of the Council at a luncheon di:sc-qssfon, which we would 
arrange at your convenience in February.i 

Our Counc:il is a group of executives from,: leading AmericanI 

international. corporations. The activit'ies and membership of the 
Council are described in the enclosed leaflet., The purpose of the 
Council is to be aware of American intermlti~>nafeconomic policy by 
an interchange of facts and views between lintrrnational business 
and government policymakers.Over the past!several years this has 
been done· most effectively through inf~rm~l di~cussion meetings 
with key officials of the Executive Branch, CongJ;ess, embassies and 
international ()rganizations. 'Some of! our recent guests have 
included: u.s. Trade Representative IMi.ckey'. Kantor; Special 
Assistant to the President for National Security Affairs andi 

Economic Policy Robert Fauver; Special. Assistant,' to the President 
and Senior Director for International Tradeland Investment Robert 
Kyle: Department of the Treasury's Assistaht Secretary for 
International Affairs Jeffrey Shafer: senaltors Frank Murkowski, 
Mitch McConnell, and John D. Rockefeller:; congre'ssmen Richard A. 

. • I I •

Gephardt, Lee Haml.lton, and Charles D. !Rartgel; Chal.rman of the 
House Committee on Banking, Finance & ~Urban Affairs Henry B. 
Gonzalez and Chairman of the House Committee on:Science, Space & 
Technology George Brown; Japanese Ambas$adbr 'rakakazu Kuriyamar 
Head of 'the L)elegation of the C01Dl1liss~on of the European 
Communities And:t"eas van Agt; and Russian ~puty: Prime Minister 
Boris G. Fedorm,r. i . ": . 

Our discus~:;ion meetings are strictl:y inf9~al and off-the
record. We would invite you, to make i:nt~oductory comm~nts of 
approximately ten minutes duration, followed,. by a two-way 
interchange with an opportunity for you ~o ask questions of the, 
group as well as make comments. "I 

I I,; 
I 

1 , ' 'i 

,II '. 
i 

Telephone (202) 872-8181 • Fax: (202) 872-8696 .: Telex 440511IBGC UI 
Prol!ram and Manal!ement hv Tntp.rnM;n"<I) tlnr;MhM r'_._~ ___ .... ,- ' -



I, ; 

The Council would like 'to discuss wlth!YO~' t~e status of trade 
discussions. wi·th Japan. I I : 

I very much hope you can join us fO~ a, lu~c~e'on discussion in' 
February. We will call your office earl.y 'Inext 'week ,to 'see if we 
can schedule a convenient time. I: ,i 1 

j " I I
Sincerely,: : ' 

I > 'I 
I ' ; I 

, ,,! I ' , 
fMD. 01veig lB. ,Spl.elmann', ' 

Ch~tirman and Executive Director 
! j i 

SBS:cc I" j

Ii,: IEnclosure 
i,l., ,I 

I : I 

I :'1; i';'
I,I 

1 : 1 

, 
, " 

I 
" ' 

;:; ! I 
, .' 
: ; ~ : i 
: ' i I 
',' 'I 
, i i 
1 : I 

, I 1'1 
; i 
: , I 
I' 

: ~ i 
I 
I!\ ~ 

: I 
1,! !

II ., 
, 
i, : 
!, I 

I, " 

I;: 
!:, 

I 

INTERNA110NAL BUSINESS COUNCIL 

The Honorable Charlene Barshevsky 
January 5, lQ94 
Page Two 

,
! I. 

! : 

, 
, ' , 
, 
I" 

I: 


I .. 




, , 

r , .." '., 

<. ' 

! ' 

. COMMENTS BY: ; " ' 
Arilbassador Charlene Barshefsky

! ' :" 
i ; "i. 

SRI Internation.al; , . 
Washington International 'Corpqrate ,'Circle 

Washington, D. c.. .. 
March 18, 1994 : .': I 

; ; 
! i ,: , ~ 

. I . 
! I 	 :' I 

, . 
Last YE=ar ,theUnitedS:tates 

, enj oye(i a successful i -'~;' and 
importa.nt - - year i,n i t:riade. In 
one year, we accomplished the 
following: 

I' . 

Ii I:"f 

I 

I : .;, 
.' 	!. ' : ' 

• 	 ,At the, G-7 Summlt; 
, 

l'n' 
' 

Tokyo in 
JU,ly, the Pres,idient·reache.da 
mark:et access ag1re~rr\entwi th 

. the II,Quad" natidn~ e: ~'- the 
, 	 . I j • 

European Community,. ::Japan, , 
Canada" and the iUni.ted States, 
--	 which provided; a ,jump-start 
for theUruguayi~outid. After 
y_ears of gridlock, ',we .."' )->

" , :', , '. 	 rl (\'/\ 0 ~l 
c~lclud~d the IU~tigp.:ay Roun~'1~ ~" 
whJLch wlll stlmulate the U. S . 
anci the glopal e¢o.nbmy, and 

J I • j I . 

create a ne~organ1zatlon 
I I , ,; 

I I 

1 ; ! 'I ;, .. 

i , " , 
, , 

http:Pres,idient�reache.da
http:importa.nt
http:Internation.al


I , 
I 
I 

'I ' 	 , ; 

I ,I ' 

, , 
I', ' 

! 
I 	 i I 

! I 	 " I . 

the World Trade O~~a~ization 
- that will support ~: fair 
globa.l trading sYis~eni: into the 
next' century i j':; ,': 

: : j , 

eWe negotiated supp~eMental 
agreements to th~ ~orth , 
American Free Trq.d;e ,~greement 

'(NAFTA) and saw :tt;B1;,approval 
by Congressi ~P:l~,~, Ii , ' 

ID 't<t ~~.IA ~ ')21(2-\'\ ~,\I~ildt~N\ -J., Q. t';j~~~ 
•. President Clint'?~ ,led a . ~ ~'1'~v\ 

successful meetlng of ASlan ' 
nations --'the f~stest growing 

, • f ",' . _I 

ecoIlomic 'region p!;le;arth - -' in 
Seattle, culminaiting a year of 
u; s.· leadership· iof,the Asia- J1wM 
Pacific Economic: ~oo;peration(, L~f1C0) 
which will lead :t¢ :~xpanded , 
trade in the regi.bn'i ' ' ' 

• \tVf. ~ao~ \~ ~(;\\\\\'~\l Orv ~.~~ fJ\A ~n~ 
• 	 We negotiated k~Y. cagreements \IVl\X1.\~ 

which opened pr~~19usly closed ~\~ 
may'kets to U:S. ! sor;npc:nles - - a tJ~~ 

. heavy elec:: t :-ica} :eq~llpment . ~TI~tN\~ 
agreement, wlth Eurpp,e,, . i a m~ 

~~ 

2 I;, ,'. ~'1oJj!:ft 
: ' ~\~ \(\~. 

hi' '~lfl~~~ 



~~\~\~ ~ ",111V~ 
~' , 
~ I ' 

'Ii 

, 	 ..we3>sf-'lv'\J', 
.' 't ~~" ~ •

constructlon agre~~~t\wlth 
Japarl, and a ' ;',! ,'I,:' 

tele(:!ommunicationlsi agreement' 
'Wl 'Korea\ - -' whiIch :represent 
a 'further step iri ~ur effort 
to create jobs add: ~Oster . V. 
growth; and I. ,~! \: .' ,11 {vw\AJ' U\-\~~~ 

• 	 ~ \Nt ~~~~ ~\At\lJ\ !; ~~: ~') 
• 	 We negotiated do~e:h, 'of dWY\ 

bilate7'al agreem~n\s',with t,\\"ff 
. countrles from Cyp;rus to <;tl\\' . 

~'t> 10 .;\Venezuel~ that hy~pens~re ~\J. . 

,~1'1\ U. S. worke7's an~icompanles can ~l~ . 

I ' " 

, , 

, " j 

( . ' 

:1 ' i 

.. 
, ' 

i ,i ',I 

'I 'I 

thechal'len~esiin1993 
and wE~will co'ntinne t.o'meet 
them in 1994. We will: !\\1ork to 

. 	 I' j 

see tIle Uruguay ROLlij.dapproved 
, and' sllccessfully implemented; we, 
will' continue ,to work' !towards ' 
greatE:=rtrade with' the' two ar~as 
6f fastest econbmiic,; growth in 
the world -- Latin:' America and 

. . ;' 	. 

;;iI' 

COmI)ete falrly lP; th,eglobal 

We met 

i 

" 

1 I, 

" 
, , 

I' , 



" 

, 
I ' 

i ! 

. I d 	 ! 

, " 

Asia; we will contiqu~,to ensure 
--	 ....-., I I ' 

American workers anq !companies 
can com.pete fairly in: t1;le global

I 'I " ,I 

(economy'. 	 ) I ! 

I ' , 


, " , 
. 	 ' Ii' ! 

. O';lr big"gest· challen~~ at thi 
. 

:i '-...eM 
t1m~, . a.nd the ~ost 1,'rripb;ICtant ,tr;; tfTtL 
,;-nf1n1shed bUS1neSS! ~r,m ~993/,' \,~~ 

'lS the dual 
(j) the Ja~)anese and Ch~rle~~ 

economles to our 
..:: • 	 ! I I 

serV1CE~S . 	 ! I 

I " 

I , 

The ~. E3. 
: 1 

was jili~t over 
trade (i ficit with two: ,countries 
'- - Chilla' nd Japan i- + Irepresent 
$83 billioof that; figure. 
Clearl~f, tn ttradei ~ef'ici t is 
not thE:; resu t of America's 

!;j ,r,' 

, '7 	abilit~~ or in bilit,y:: bo compete. 
Although many. conqm~c:::factors 
affect a nation s ~r~d~ balancer 
in these cases, t :i~tlear that 

I, ,

American products, !which are 
, ' I ,

bought around the :o~ld, are 
I 
, 
, 'j'4 , 

'I 	 i i 

I, i i 

, , ' 

effort t'~, ->.,'~~s:--

goods,~ 
", 

' 

tradedefi~~t; '~ast 
~115 b+ll:1on. 



.' '\1';,,~~~ *~; ·i:· :', 

irn~· nO~ble to ent'e~China and 
I ' 

Japan. -:And American !p;re:9=ucts a:r:e 
kept Otl. i' " 

weLl:;-: 'l'hJS! e ?losed markets (.~~u 
deprlVE! Am rlcans of iecon,omlC . 
6pportuniti. At th~ same time,

I , , • 

nations that lose their markets 
hurt tlleir own peop)_~ b'y raising 
prices and limi ing c~qices. 

: ' 
. I 
I " 
I , 

Last J~uly, at the q- fIB'ummi t . in 
Tokyo, we created a f~amework 
for negotiations wfth;~apan to 
open their market. SiiI1ce then,,I 

however I we have b~en.· unable '\t~on~ .-' 
reach a;-- concrete agreementS, \'f\orles 0vJJIV . 

that ~ill open the;~apanese 

market:. Around 4 : 30:' in'.' the 

mornirlg of February,' l:lth, 

negotiations on th~!f~amework 
broke down as it b~ta~e clear 

" I .: ' 

, .... I ' .' • •• ' 

that there was no !P9SS:1blllty -\ 
that we would be abIle"to reach ~t\\~I . " 

agree'ment<) . " ! ,':', 
f' :' 

I' ' 
, . I 

! : f' 

This has never happeQ~d before. 
5 ! , , 

, ,I 



L 

f j , , 

, ~ ," 

I , 
, 

'II '" 

I ' 
, 

I ' 
, 

, I
I,

Previous administrati'ons, have 
Ii' ,

papered over the di~fe~ences. 
Both sides go awayfe!eling'good" 

'Oie can all f.ee I' happy;,' : ,and ~ - ' 
busine,ss goes on as iusual. And, 
we then find 6 mont~a or a year 

later that~nothing ~~ppened and 

the cyc~le of bitter:(1~ss!: and 

. • . I I I I . '

recrlml.natlon contlnues"~ 
. ' ' ,I'

At the margins of th~ Economic 
Summitin Tokyo last! J-Llly I 

i ! , i. , 

President Clinton ahd P~ime 
Minister Hosokawa ~~~eed to 
establish ,the Fram~~oik for a 

, I, " ' 

New Economic Partne~shi~ between 
our two countries, t6 ~bhieve 

, I I \. 

reform i'n Japan's e,c9rlomy, , open 

the Japanese market, ?Qd' corr~ct . 
macroeconomic', imballances w-hich 

inhibit global gro~tb ;and 

• ••••• : : I ..... ' 

prosperlty. Slnce ;then
I . 

we have 
not been able.tomake ;more than

I' " 

limited progress.: :; :: > 
i ::l 1' ; , f 

, i ,'1';), 

The cellular t,elephope'~ ::case is a 
clear examp'le of the': p~oblem 

, , 

,,6 . ,., 

, ,I "I I 



" I ' 

that eX.porters face: iln ~ .' 
penetrating the Jap~rie~~ market 
and a,clear example :o;f.the· 
frustration over ho~ 

, 

,to;resolve 
issues.. For ten yecr~s ~ ,:'we have 
negotiated a series: C1f : ; 
committnents to open: the: Japanese 
market r of which the '1 1989

. _ 1, . 

.agreem€~nt was the mcpst !':recent 

.example. The Japan~se',.' . 
governrnent promised: o. $:l. 
indust:ry II comparable 'iaccess" to 
the JaI>anese cell,ular telephone 
market. Yet they cods~~tently 
supported actions whic~ impeded 
such access. . The ~arket access 
barri~rs erected ag~~nst the 
highly competitive p ~ S:~:: industry. 
amou.nt€~d to an exclusion of U. s. 

: I 

manufa(~turers from the: •'crucial
I " . 

Tokyo-Nagoya market:r . a, market 
• • • " :I I

correspondlng .lnsl~e ~b the 

Washington-Boston cp~ridor. 


I I!: . 
1 I ' 
I 

While t:he 13 77 revi~o/ ,took place, 
largely outside of ;tpe, U. s. 

7 ,I 

I , 
'J 



'i ' ' 

, 
" 

, 
'I 

' 
1 ,I I

I 
 'I. 

Japan Framework I' 'Japa;n 1;;$ 

behavior in this sectior 'I is an 
i ' : ' 

. excellent example of ;why we need 
to pursue results qr~entation in 
our trade agreement~ :w~thJapan. 

·Key aspects of the ~~89, 
. I I ' , 

agre·ement lent them~~·lves to 
delay a.nd, ambiguity i ~n'their 
implementation. Useiofcriteria 
such as that propos~4 within the 
Framework might wel~ 

, 

lhaVe 
averted this latest! episode of 
frustration. . Had we '; so~ght a 
date by which the T?kyo,~Nagoya 
market would have be~n,··openl or 
other guideposts b9t+h:' Japan and.1 

the Uni ted States w01+ld,: have had 
a clear and unambiguq>us:, 
indicator of . comparable< ac;cess 
called for in the a~re~ment. 

. , , . ." ' 
1 !, 
, I' 

With the agreement ~eached with 
Japan '()n thi\sissue! l-a:st week 1 . 

we now shouldhave~m lag~eement 
that will do the j olb ~ ;: 

I ,I I ' 

I 

8 
i ,I 

I,.' 
' 
I , 

i .• ,I 

, . 

, ! 



I 

, 
" 

I 	 I 
I 

I '" 

i ;, 

I 	 ,..C:~ 
cTheother Asitin gia$~ China 
- 'present,s similar problems. 
The growth 9f our b~rat~ral 
trade :r-elationship with'; China 

1I" 	 i ,:! 

over the,past decad~ :and a half 
has beert dramatic, ~lthou~h 
la.rgely one sided. ! Ou~:, two-way 
trade llas grown fro~; $2·.3 ' 
billion in 1979 to mQr~ than $41 
billioll in 1993 . The United 
States is now China;' S :largest 
export market ,with,! rno!+:;~ than 3~ 
percent of Chiria's ~*PQrts going 

, to the United Stateis'.Americans 

import f2d $32 billio'n:; of' Chinese 

goods 'in 1993. ~ ~'-1>. ~ff\~:u'~ %1TQc!g 
, "''I\.~ (\~..~ i'_\~. Ck~ 


, . 	 I ;- svt-. I ,,"!/:

The challenge for Ch'lna lS to -~1) 

ensare that we don'it f"ollow~elk.~\-M 
experi'ence of.Japa:ri.' ,'The ,China 
trade agenda 'will Gonq'entrate, on 
four areas: ·marketac'cess, IPR, 
services" .and GATT iAccession. 
In the: Textile area,' the United 

I 
I I , 'i 

,, ,9 I , 



" , 
I , 

States' and Chinaalie'ady reach~d 
a three-year agreem~nt ,that 
substantially reduc~s Cbina's 
access to the united States and 
establishes rigorou~ p~ocedures 
to prevent further ~uota 
violations and strong penalties' 
in the event of suchvi61ations 
by transshipment. i 

, 

I ' 

'wi th respect to marl{.et '~ccess, ' 
Ambassador Kantor determined in 
Decembe'r that China: 

: 

was ,: 
, 

'substan,tially in compliance wi th 
its 1992 market access,<: 
agreement. Nevertheless, we 
need to pursuesome;specific 
areas. First, we expect ' . 
significant liberaltzat{on of 
quantitative restri6tiopson the 
remaining products ~ri the 
Agreement annex dea+in~f: wi th 
computers, medical $qulpment and 
heavy rrlachinery., And second,. in 
agricul.ture, we"needi to ensure 
that sanitary and'p~yt69anitary 

. I; 

10 . ! , . 

, , ' 

http:marl{.et


! ' 
, ' i 

standards are based!on'~ound 
•sClence. 

! ' ,i, 
, I ' 
i' ' ,

But overall,' the market ,access' 
, " 

commitments are being met and 

" they will bring about, ,';: 

unprecedented acces~ f6r u.s. 
companies 'to' China's ma:rket in 
virtually all of out key export 
sectors. 1 ' ::', , , ' 

, 

The problems in the:area of 

intel,lectual property ~~ghts 

mimics many of the +PR probl'ems 
in ,the region. The~is~ue is not 
adequate laws or re~ulations 
that ~re consistent,wit~ ,


\ , , I 

international norms~ Rather, 
the problems relate: to':: 
enforcement of thos~ laws -- a 

I ,t t 

far more difficult problem to 
addres,s~, especially since thoseI 

laws are enforced at the local 
level,not the nati9nal~level. 
The extent of ,those! los,ses are 
significant. u.s. ~ndh~try 

I 

I' 

11 :: 

I : 

., j, 



i' , 
, '1, 

; j. 

, 

, claims' that they ar~ 
, 
16~sing over, 

, 

$400 million annual~y in 
copyright piracy alqne.': 

i 
I 
I , 

If our "experiences ~q~4erest 

, of Asia are any guide, ;.. ~; 

continuous pressure :is:~eeded to 
achieve results. Ambassador 
Kantor placed Chinaion'~he 
Priority Watch List !inNovember. 
If China does not t~ke,effective 

, I " ' 

enforcement measure~ to',protect 
u.s. intellectual,pro'pe·rty, the 
danger increases thdt ~hina 
would be identifiedias :'a 
priority foreign cotint:t;:"y. 

In the services sector liU . s. 
companies that haveientered 
China's market are ~everely 
limited in their abilitj to 
expand andto.provide tijeir full 
range of products and s:~rvices 
to Chinese customers. :'In most 
instances, u. s. ".'. compani:es" cannot 
offer after-sales s~rvige, do 

11 ' 

12 
, " 

1 I ., 

, . " 



I 
i 
! 

not hav'e direct access ;:'to sales 

I . 

and distribution networks, 
r cannot wholly-own th.eix- 'i own 
retailou~lets, areireStricted 
in their right to operate 
leasing companies or h¢lding 
companies in China, :and areI, 

otherwise restricted in,' their 
. . . I:" 
access to avast array ",of 

• .' I

buslness and local Gustomers. 
If U.S. industries $re:going to 

establish a long-tetmand 

: ", ' ., I '

successful preSenCe!ln 'Chlna's 

. markets I they will p.eed! to be 
able to draw on a highly 
articulated service~s~~tor. 

i 
I ' ' 

The market access agre~~ent sets 
the, stage for the o~ening of 
Chinais potentially1extensive 

• ·1 ," " • .

market for serVlces+ We wlll 

begin formal bilateral 
I 

negotip.tions with China, on 

services in BeijingioniMarch 2 

and 3 Weexp,ect t1).ose
0 I 

negotia.tions to leaqi to'iChina' s 

13 
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I I " 

;' ! 

: ': ; I 

market' for servic~s:op~~irtg to 
Iu.s. companles. 

, I 
, " 

I ;ASEAN 
; i ! 

Our trade ~genda with the rest 
of ,Asia; t while not as visible 

, " 

and' contentious as o/ithJapan or 

China, is just as important 'in 
aggregate terms. Exports') to' 
A'SEAN ,c~ountries, f,o+, example I 
have gr'own by almost' 29: i percent 
annually over the last six 
years. ' Our exports: to:Taiwan 
and South Korea hav~,aR~o grown 
at do'ut>le· digi t rat~s,. but, more 
'import'antly our deficit with 
Taiwan if half what; it; was in 
1987 and a quarter of~hat it 
was in 1987 with So.qth'"Korea. 

I 

~ , • :' ~ ,I .; 

, I ' :, ' ' 

In the past, our Tr~de' agenda 

wi th AS;EAN has, been [, ' 

, , 
, 


charact:erized ·by ,in~iviCiual 

disputes over IPR ahd ~~rker 


14 
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,I , ' 

I I; , 
I' 
, :1 
; , ; I 

Ii'" II

Ii: ': 
1 : 

rights iss'ues 'Whi~e t:he , ,G' 

remnants of those i~~ue$ remain, 
• ',' 	 I ' ,f • 'I

substan,tlal progresE? ,:haf:?' been 
Gn1ade th.ose areas ,As ~'l result, 

we have reoriented CDur :'trade ' 
policy with ASEAN tfuiou.~h the 
u. S. ~ASEANAlliance, for;'Mutual, " ' 	 I' :1 

Growth. 'This new prog#am ' 
• 	 : .i " c'. 'comblnes our trade promotlon and 

, , ,I 

policy objectivessQtti~t we ~re 
using cooperative' ptdg~&ms in 
'ways that will ,encoura~e policy 
reform- -' a,ndpursutng:,'policy 
reform, in ways 'that I do !:not ' 
impede ourtrade'pr6~ot~on

, 	 I ,II 

objectives. In partic41ar, ~e ' 
will 'be! concentrating OIl policy

': ' "I 

, ,reforms that have cCDmmercial 
• •• 	 I ' !;, iI

slgn,lflcance., ' 	 ': ' ;':: 
I' ,,' 

j , i' 'I 
• 	 'I , 1 ,: ! 

What tIle Alliance d6es';':.is
i " . , ,J 

establish an interm~di4~y 
mechanism, a more 'c6nsttuctive 

. I', : 	 ,; 

approac~h, to promote ;,U :.: $ . 

business and commerCial 

interests alongwit~;p~~iCY 


, 	 ,t' 

15, I 	 : ,,~ i 

il " 
'\ 	 I' " 

I' ' 

i 

http:d6es';':.is


, 
\ ! ~ 

. i , I,reform. 	 , 

,
, 

Looking to the Futuie 

The end of the Cold 1 War,'means 

our domestic and econo~ic


. . . 	 I 

'priorities are no lqngyr 
subsumed by foreign 'poJ"icy 
priorities --they now'~ork in 
tandem~A safe pros~erousworld 
engaged in commerce: is ::a foreign 
policy goal of the United 

. I 	 •

States, as well as an economlC 

goal. 

I 


I . ,

At the same time, b~coming 
competitive' abroad fi'r$~ begins 
at hom~. Our tradepoli,ciy is 
inextricablylinked:to;our 
domestic policy. Th~ President's 
domestic agenda -- reducing the 
deficit; reforming ~ealthcare; 
improving education ;'and: worker 
retraining; inc~easfng:public 
investrn,ent; repairing tJle 

, 
1. 

16 I 
j I, 

I 

, . 
, , 
'. I 
I 



, ' 
, i 
, I 

I 
i 

nation's infrastructur~ all, 
work together to cr~atejobs, 
foster growth, and make our 
nation· more competit.ive,~ 

I . 

Since trade-policy is ~n 
I • , ,

integral part of ault domestic 
economic policy, thE$, ',: 
Administration hap il1:te'grated 
our efforts to open,mar~ets 
abroad and create· j (fbs : :Dere at 
home. Through the T:rfade, ,f 

. I' ,

Promotion\ Coordinat,ton: ,: 

Committee, co-chair~d·bY 

. I ' 

Commerce Secretary Ron'Brown and 

, , I ' 

Export-Import Bank IPres~dent , 
Kenneth Brody, all ~gencies are 

• I ' ,

worklng together to!promote 
exports. Embassies,: are ;more 
attuned to u.S. economic 
concern.s iexport 'liQensing has 
been streamlined and ,

I ' ' 

liberalizedi and our aid 
I ' " 

policies are more closely tied 
to u.S. economit inter~~ts.

" , : 
I , , 

I', " 
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The United States i~uIf'iquely 
positio:ned -- both "I 

geograp:h,ically and,qult.,grally 
to reap the 'benefits of::;the 
global, economy. Geographically" 
because we are the dnlY,;economic 
power that is both an ~tlanti6 
and,a Pacificnatioti. ~~have 

,exte,nsi"ve trade witH tqe mature 
econon1iesof Europe :and' ,Japan as 
well as the dynamic ~grQ~ing 
economies of Latin Ameri,ca and 

.', ! 

Asia. i ,I" 

, , , 
' 

I 

i ,': ' 

CuI turally, because :OJ.ll7;:, 
tradition, of diversi;tYI~: 'Ifreedom 
and t'o,lt:=rance ensureis, that we 
will never stagnate as ,~' people. 
Our democratic and 'e'conormic 
institutions ensure :tha:t" when 

I' " 

change is necessary,: we'will 
continue to face our; cha,llenges. 
And under President iCli'niton's 

'I . ~. • I : . 

leadershlp, we are f~c~ng up to 
the tough probl~ms ~e f~~e in 
becomin53" more compet;i t,i,~,e and 

I 

, I 
I 

, " 

!, ' 



• • • 1


revlvln.g the Amerlcan dream., 

:{\.'\i# , I 


i 


I 

1 


I i 
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I , ' , 

Marchi25, 1994 " 

Gerald E. Connolly 
Vice President Washington Operations 

I 

I 
, 
I _ ' 


,..., I It I ; 

The Honorable ChElrlene Barshefsky 
 ,Oil ~ /t~fo*~

, Deputy U.S. Trade Representative 
Office of the U.S. Trade Representative 'I 

, ,;Winder Building, 600 17th Street, NW' 
: !, 

Washington, D.C. 20506 
:' I 

I,Dear Ambassador Barshefsky: I 

" am writin{~ to express our sincere appr~ciation; 'f?r your very valuable 
participation in our Washington International Corporate Circlj3 meeting last week. We' 
and the participants in the Corporate Circle found your candor a'nd thoughtfulness tO,be 
,of great. value, and feel that your involvement contributed significantly to making the 

, I 

discussions so successful. We hope that you found; the session to be of interest, as 
well. 

As you may know, SRI International is one of 'the larg~~tnot-for-profit research 

and problerri-solvin!~ organizations in the world, and over half of,our work, is for various 

departments and agencies of the federal government. With operating groups in 


, I, " , 

engineering. scienc:e and technology, and business: and policy, SRI has decades of 

solid professional Elxperience across the range of to~ay's most: pressing issues. Our 

Washington office .i_ with some 100 people working 'across the, spectrum of issues of 

interest to government and business - is the ~argest out~ide of our California 

headquarters. I would hope you do not hesitate to <fontact me' if there is any way in 

which we can be of assistance to you. 


'In order to E~xpress our thanks for your participation in' our Corporate Circle 
meeting, we are endosing a small memento of the March meeting. 


I " 

: i 


Once6gain, our sincere thanks. 


Gerald! E. Conn9!ly 
i ' 

I "GEC/jm 
Enclosure 

i 

SRllntemational 
I 

1611 N. Kent Street· Arlington. VA 22209 • Tel: (703) 247-8534 • Facsimile: (703)247-8522 • Telex: 6714879 (SRI DC) 
, ,I 

! ! II 
,I 



Status of u.S. - Japan Trade, Rela:iions 
! ;! 

Testimony t<) the House Committee on Governinent Operations 

Sul::)committe.e on Commerce, Consumer, :and' Monetary Affairs


I ' , 

Ambassador Charlene Barshefsky'.. 

Deputy U.S. Trade Representative 


; 'I 

March 23, 1994: 

Mr. Chairman, I am pleased to be here th;is mornihg to discuss 
with you the status of the U.S. Japan 'trade ;relationship. The 
bilateral economic relationship with Japan'is :one of extreme 
importance, not, just for Washington and ;Tokyo, 'but for the world 
economy and for the world trading system.. That 'is why this , 
relationship, together with NAFTA and completion of the Uruguay 
Round, has ranked as a top trade priority fro~.~heoutset of this 
Administration" In all of these areas, :our for~ula has been 
simple and' consistent. The U.S. is committed:):o achieving 
greater economic growth at home and abroad thrOUgh the opening of 
foreign markets to trade and investment: 

, " 

The President stressed the importance of the bilateral economic 
relationship during his meeting with Prime Minister Hosokawa on 
February 11. He noted that as the worid's second largest 
market I Japan is a vital potential partper in \::n1re'fforts to 
promote global growth. However I Japan has. yet to show that, it is 
prepared to participate ful~y in sucih a partnership. 'b~ 

p~~.~~~"f?¥Q~\il;f?~~Atie."glWjt:('~apc;!'lf;\;~~m~~ii0N§">·:lc~,;S,~.'i\w9F~'!~'I:.~9J,;I"I~I!{I?S?"o';"i,_z!i .~n 
d' '" ", ,\~:0.er member of tlie G-7 group of. lnqustrlallzed ;" 

,j 

The President made these remarks durin~ a pr~ss conference with 
Prime Minister Hosokawa on February 11.1 The comments of the two 
leaders focussed primarily on the inability of :the U. S. and Japan 
to resolve a set of negotiation~ on fo~r sectors -- Japanese 
Government procurement of telecommunication and medical 
technology; insurance; and the automotive sec~or; which had been 
taking place over the previous six months unde;r the U.S. - Japan 
Framework Agreement. We tried until 4i30 a.m. on Feb:ruary II, at 
the level of Ambassador Kantor and Japanese FO:t;"eign Minister 
Hata, to move the negotiations towardtesolution. Ultimately, 
the Administration decided against com:::ludinglastminute 
agreements that would have papered over our pi~ferences with 
Japan and on the need for Japan to take credible action to 
address its global trade imbalances. It wa~ an unprecedented 
decision, but as the President said, the" issues between Japan and 
the United States are so importq.;r:1t fori our own. nations and for 
the rest of the world that it was better to, have reached no 
agreements than to have reached empty ;agreen;ents. 

I want to first review the nature of the economic imbalances 
which lead us to seek maj or changes in: the bil'ateral economic 

, .' 



) 

relationship, and how we are trying to ~ddress:these imbalances 
under the'Frame:work. I would then like ,to comment on some' of the 
specific sectox'al negotiations which wete the focus of USTR 
activity under the recent negotiations .. I' would also like to 
comment on acti.vity in the telecommunic~tions s~ctor concerning 
the determinati.on that Japan had not corriplied'with the Third 
Party Radio and Cellular Telephone Agre~ment of ,1989. As you are 
aware,this issue was resolved on M~rc~i12, i~~ manner which has 
significant implications for broader trade concerns. 

. I ' . 

While we recognize the breadth and scope of Japan's economic 
achievements'since the end of the Second World W.ar, it 'is also 
evident that the Japanese economy performs in a manner which sets 
it clearly apart from the other major industrialized countries in 
general and the G-7 in particular. Tnis is evident when looking 
at the macroeconomic dimensions of the p,roblern i : latJapan' s 
massive current account surplus, which n;ow const'i tutes the maj or 
asymmetry in the world economy today; and at its l comparatively 
low levels of inward direct investment ~ndimp0rts of 
manufactured goods. i' 
Among..t he- OECD4'l.C0Unt:Jsiesii :h': Jia·t:'ia'R_aceerrt:s.·.. ID;\1..t.;,TIiay~~FrE£~ili,0wes,t. ,:;L eve1 

"',;" "::~,:,:,:":''':,,~~~b;:;;j;~' ,:"'\~/,'<~,:~:,oo,4Ft+:::::::#3i~_1:, - -_,Y~'0)i,,, /..$!i!.!i'M~",~ifh: ,,:::,br::jll!;.~:<%'#:;:¥~~~t, - :~&tttM~1" ,,'::~>~_~;, f",'*'f~~';;~~--,,:':-,7- ,-' . -'- "

of the' gIoJ:5aI stock of.inwar.ciA+Qir,e,¢t investment i just o. '7 
percent, as. compared to 38.:> percent in"~,;~~,f:RP",,~< agg.~t.,P~rq:!I1f;".~Jl 
the Un,k,f;~.9: ;~~~t:ts.,J:~E·,:,.'i!tt~]!;1¥~~e.~~Ii,g?""lJlj.,~!t'~':Fi?lC~Jn't out. :.that,trade fol16~s 
inves t ment"lji~':btB:~:i:iS'<',:'Vas't:~a:ill'isy€.tr;;et~rarr€:Y';;:':±1J':l,:;4~n:v:esltr:meFl'~i:JS.iGo€k".in,."Japan 
limits the ability of U;~. ~nd foreign firms io;Use this channel 
to'increase export flows' f 

J 
~ !:

In ,1991, manufactured goods imported by ;the U. S. accounte'd for 
6.9 percent of GDP, an average of 7.4 pe:rcent 'for the rest of the 
G-7, excluding Japan, but only 3.1 percept for' Japan. ,Among the 
G-7 nations Japan also ranks consistentl~ low ~ri measures of 
intra-industry trade. Intra-industry tr.ade refers to the 
tendency of most industrialized economie!s to import products 
similar to the products they export. One; measure' of intra
industry trade based on 1990 data calculated that 58 percent of 
Japan's trade were in exports and imports withinl the same product 
category. The comparable figure for the U. S .w~,s 83 percent, 
those of the European members the G-7 averaged ,73 percent. 
Japan's low level of intra-industry trad~ is cortsistent with 
other evidence pointing to the relativel~ closed' nature of 
Japanese markets. i 

, ' .• ' ! 
'~_ ,__ ":,,,!,~it,,-_· ''';;>;. -' ·"A"·...,,~f("~\:'._,, .. " __ _ .' 

Ift'~'case',{:af:t/er' 'ca!s;e" 'B'. S.1!'aFfaWt0'tyher"1i~o:t;:'~}ig'en9'oy
Sllf?';?t;:~,nt:;i,:aJ,. ,~sales' '''In,'marRetE3: outs·rd'~'of;;W~ap.an.,;la' '.e s :l~~ 
ef.forts. ,J:;J~ ,e;Q.J~:E:~.rP:!2:9:1":P:r:::.9,sp.er~' i:n "the" Japarese,"martk~itf:; Sectoral 
barriers against foreign products and services,,:in Japan raise 
problems for the U. S. quite apaxt from apy concerns, over our 
bilateral trade deficit. They affect our domestic economy by 
limiting the composition of our trade with JaPB:n - by telling us 
in what sectors we can and cannot export;. These; practices deny 

! i.,! 
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the u.s. and other foreign countries the benefits to be expected 
under an open qlobal trading system. Output ?n'd jobs in our most 
competitive sectors are lower than they,would otherwise be 
because of Japanese practices., We must; address' ,these sector 
specific barri,E~rsitl the Japanese econ0n:ty in order to enhance the 
volume and quality of our exports and export related jobs. 

, 

This Administration was determined from:the outset to respond 
firmly and effectively to these economic imbalances. The need to 
address both macroeconomic and sectoral/structural issues was 
reflected in the U.S. - Japan Framework iAgreement, agreed to by 
President Clinton and then Prime Minist~r Miyazawa in Tokyo in 
July 1993. i' " ': 
Under the macroeconomic portion of the ~ramew0Fk, Japan committed 
to pursue objectives promoting sustained demand~led growth 'and 
increased market access for competitive foreign, ,goods and 
services leading to a highly significant decr~~se in it~ current 
account surplus over the medium term, and to promote a 
significant increase in global imports df goods ,arid services. 
The macroeconomic dialogue is being conducted, largely in the 
context of ongoing G-7 discussions'. ~" ! 'i 

I 

USTR has been primarily respons'ible for lva'rious, sectoral and 
structural aspects of the Framework. 'Uqder th~: 'Framework, the, 
U.S. and Japan committed to seek new agreements,in four priority 
areas pri'or to' the February 11 meeting tietween President Clinton 
and Prime Minister Hosokawa. As I ,have noted,~these sectors are 
Japanese government procurement of telecommunications and medical 
technology; insurancei and automobiles and auto parts. USTR, 
chaired the government procurement area ,: and led' the' insurance 
talks for the IT.S. side. We held intensive negotiations in these 
areas from September 1993 until Februar..x 11.' , 

I 

Let me describe for you the problems we !fa!=e in,the areas of 
Japanese Government procurement and insJrance; 'In each, highly 
competitive U.S. and foreign industries iare extremely under
represented in the Japanese market. Fo~ example, in 1991 the 
foreign share of Japan's market for tel~commurtications equipment 
-- the third largest market in the world -- '1~s five percent; 
In the G-7 excluding Japan, foreignimp~rt penetration averaged 
25 percent. In medical technology, Japa;n hosts an uncompetitive 
domestic industry which holds about 70 percent:of its home market 
while only seven percent of, the world market.' 'An extremely 
vigorous U. S. industry which has more than a 49' 'percent market 
share in the foreign markets outside of ;Japani~ limited less 
than half that in Japan. 'And although Japan has the second 
largest insurance market in the world, foreign'a.ccess has 
perenni ly been limited to on~y about t:wo pe~cE:mt of the market. 
Imports of insurance services constitute between 10 and 33 
percent of the markets in the other G-7 countries. 

3 
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In light of these discrepancies, the U.q. tabied proposals in 
telecommunications, medical technology and insurance. In 
telecommunications, our proposal contairted prcrvis'ions to ensure 
that procurement procedures are open, tran'spa+ent and non
discriminatory, such as advance notice of procurements and limits 
on the use of sole sourcing by procuring entities. We made' it 
clear to the Japanese that the closed n~ture of ,'the Japanese 
market in this key sector was unacceptable" particularly given 
the global competitiveness of U.S. and other foreign 
telecommunications companies. ' , 

In medical equipment, the U.S. draft indludeds~ecific provisions 
to improve the procurement of medical devices'arid services by 
Japanese Government entities. In'particular" the U.S. proposal 
called for the widespread use of the be~t overall value approach 
in evaluating bids to ensure access for!more c9~tly but cost 
effective technologically advanced' U. S. ,equipment. We also 
sought fair and transparent access to t~e procurement system for 
all categories of medical products and services" including 
expensive capital equipment and relativ~ly 100~:-end, low-price 
products in which u. S. competi tiveness IS alsO clear. ' 

In insurance, we sought to address seri~us U.S. concerns 
regarding the clo~ed nature of the Japanese market. Limited 
foreign access is caused by, among othe~ thing~~ a noti 
transparent re9ulatory regime based on extensive use of 
lIadministrative guidance"; a highly concentrated industry 
structure; "keiretsu" and cross shareholding arrangements; and a 
highly restricted insurance product app~oval proces~ which limits 
innovation. The Japanese Government is ,aware 'of the need for 
change'and is currently in ~he process cif drafting legislation to 
reform its insurance industry. Our negotiations sought to ensure 
that this process of reform resulted in [real tr~nsparency in the, 
marketplace, and yielded real access for our inriovative industry_ 

. ! ; , ,! 

These sectors are each very different, Jnd I w6~ld be reluctant 
to generalize too broadly the degree to Iwhich the negotiations 
paralleled each other. In general, however,' w,hat we sought from 
the Jap'anese Government in each sector ~as procedural reform that 
would lead to significant increases in qccess and sales Japan 
of competitive foreign goods and' services:, the:: If tangible 
progress If that was called for in the Framework'." Also as the two 
governments had agreed to under 'the Framework~ we. sought 
objective criteria, both quantitative aqd qual,itative, as a means 
of measuring the success of the agreemerits. Finally~ these new 
agreements were to have been entered into on~'~ost favored 
nation basis; the dividends of increasirig openness would be 
available all o·f Japan's trading partnei's which;arecompetitive 
vendors in these sectors. ' 

During the negotiations, we made somel~mited'p~ogress on 
procedural reform, but as February 11 approached there were still 

I, 
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significant differences in these areas. : More troubling, Japanese 
negotiators failed to acknowledge in an~ meaningful way the key 

'principles on which our two governments had agreed last July 
results orientation, that is, the need fbr tangible progress ~
and me~surement through the use of objec~ive criteria . 

. ' ' i 
The Japanese negotiating position on the~e issues was confined 
essentially to one statement: "no managed tra~etargets". This 
was a public relations device intended.tb label the U.S. position 
as unreasonable. It was not an accurat~ statement of the u.s. 
posi t·ion. Our goa'r is to unmanage the :most managed maj or 
economy in the industrialized world. This goal ,is shared by many 
of Japan's other trading partners and by! many:Japanese. Rather 
than a single, fixed market share 'goal tb be ~~hieved by a given 
deadline, we proposed from ,the outset a ~et o~ qualitative and 
quantitative criteria, that, in the aggr,egate,' would permit us to 
assess implementation of each agreement land w:qether procedural 
reforms led to expected change in the marketpl~ce. The Japanese 
approach, was essentially to disavow the'very :Fr'amework 
principles to which both governments had agreed., 

, , 

Following the February 11 talks, but un~elate4to them, the 
Administration, on February 15, determined under section 1377 of, 
the Omnibus Trade and Competitiveness AC;t of ~98:8 that Japan had 
not complied the 1989 agreement to open lits cellular systems 
market to U.S. manufacturers of cellula~ tele~hope equipment. The 
determination resulted from a clear-cut 'failure of Japan to live 

llup·to a commitment to grant u.s. industry Hcomparable access to 

the Japanese cellular system's market un~er the Third 'Party Radio 

and Cellular Agreement. U.S. our'efforts to address market 

access barriers in this sector ~panned ~lmost 'a decade and 

included two government-to-government agreements, and a letter of 

commitment. While "comparable access ll was pledg,ed, the Japanese 

Government consistently supported actions which impeded such 

progress. 


Following the determination of non-compliance,. in accordance with 
the 1377 process, we began to develop a ilist of· Japanese products 
on which to levy sanctions equivalent tq the lost sales to U.S. 
industry as a result of the market acce~s barriers. The draft 
list was to have been published for pubLic comment by March 17. 
However, on March 12, the U.S. and Japa~ agreed to a detailed 
series of actions to be put into place over the ,next 21 months 
that will ensure completion'of the cel14lar system and comparable 
market access for U. S. equipment vendor~. ThE$, s'ection 1377 
process will srlortly be formally terminated. ' 

Our experiences in this sector reflect broadly on the 
frustrations we have encounterect iti a ntimber 'our past 
bilateral tradE~ experiences with Japan and our: determination to 
pursue results oriented agreements, subject to objective 
evaluation, under the Framework. We have concluded over 30 
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trade agreements and initiatives with Japan sinbe 1980, and 
despite that, as in the cellular telephone sect9r, we have had to 
come back to the table again and again, , in many inst~nces 
raising issues in sectors in which we already; have an operative 
agreement. ' ' 

i 
f' .

There are many examples of agreements wpich have never translated 
into expected gains in the marketplace.' For example, in the 
glass sector, Japan made commitments in'1992 under the Global 
Partnership Plan of Action aimed at increasing the foreign share 
of Japan's consumption of flat glass. [n 1991,· the foreign share· 
of this market was about 5.1 percent. By the end of i993, this 
share had fallen to abo~t 3.5 percent. ! We alsb have a 1992 
agreement balling for an increase in ma~ket ac~~ss for foreign 
firms to Japan's 32 billion dollar mark~t fo~ primary paper and 

'paperboard products. In 1991, prior tol the a,gi~ement, foreign 
share of this lucrative market, was only 3:7 percent. As of 1993, 
this share held stagnant at about 4 percent. And we also have 
ongoing concerns as to the way Japan is' implementing other 
agreements, including those covering semiconquctors, wood, 
supercomputers, computers, and amorphous metals to name a few. 

" 
, 	 I' I' 

In semiconductors, for example, we remad.n concerned that u.s. and 
, 	 I, 

other foreign semiconductor suppliers a~e not achieving improved 
access to the Japanese market on a sustained .basis commensurate 
with their very strong worldwide competitive position. 
Consultations are under way this week tb

I 

discuss effective 
1 " 

measures needed to ensure, that gradual and st'eady improvement in 
foreign market access continues through! the duration of the 
Arrangement,' as .contemplated by the arrangem~I1t:. . 

Under the 1992 computer agreement, the ~apan~sel Government 
committed to expand procurements of competit.bte i foreign computer 
products and services in Japan. The data we .reviewed with the 
Japanese Government in December of last' year showed that while 
foreign companies made progress in quasi-governmental purchases 
in Japan, foreign computer companies' share of :~he Japanese 
national government market had declined from ~4 percent to 3.7 
percent. We are particularly concerned; with this development 
given that the national government segm~nt is the largest and 
only rapidly growing segm~nt of the Japanese'Computer products 
market. The thrust of our future effor~s.to 'ensure full 
implementation of this agreement will c'enter;on efforts by the 
Japanese Government to open· this import;ant segm'ent of the market. 

. I 
This need for constant re-negotiation ahd consultation is one 
reason why we placed the existing body bf trad~ agreements with 
J~pan in the Implementation basket of ' the Frame~ork for 
monitoring and to ensure compli,<;lnce. 'Alld it :isl the major reason 
we seek results orientation 'and the use of obje~tive criteria for 
the evaluation of success in new agreements arising under the 
Framework. 

6 
; , 

I. 

http:effor~s.to


I 
1 • 

As of this date we have not yet resumed di~cu~~~ons under the 
Framework. However, we are activelymdnitoring our existing 
agreements with Japan, and engaging in ~onsule~tions as called 
for under these agreements. We are alsd alert tb ne~ areas of 
possible concern. One such troubling is,sue, wh1ch we are 
following closely, is the review now underway in Japan concerning 
the decompilation of computer software .. Specifi'cally, the Agency 
for Cultural Affairs is undertaking a review which could lead to 
the weakening of copyright protection now grar;tted software in 
Japan, a development which would seriously harm U.S. interests 
and put Japan out of step with international practice. The 
Administration has made it clear. to Japan that we would view such 
a development with the gravest of concern." : 

We are on new ground in ou+", trade relationship with Japan. We 
,view this as an opportunity to build ou~ over~ll bilateral 
relationship by restoring balance and confidence in our economic 
ties. We would like to see these tie~ ~s str6ng as those which 
bind our political and security relationships 'and our ability to 
cooperate on global issues. We believe ithat the,. political 
leadership in Tokyo shares this view. Whilew~ are assessing 
our options in the trade area, this Administrati'on's approach to 
Japan will continue to be responsible, deliberate,and conscious 
of our shared concerns as well as our di1fference:s. 

The Japanese are also reassessing their ~ositi9~. We understand 
that the Japanese Government is preparing propoip,als on a range of 
unilateral market opening measures to be, release:d late this 
month, some of which may.seek to addres~ F::ram~wQrk issues. We 
encourage such activity, and support the Japanes:e Government's 
ste~s at deregulation. We would hope t~ see 'measures, however, 
which are bold and aggressive with respe~tto~~rket access .. As 
the President told Prime Minister Hosoka~a, our door remains open 
to meaningful proposals from the Japanes~e, but in the end, it is 
the Japanese market whiGh must be open. I We look; forward to' 
working closely with Congress as we purs~e,thi~ ~oal. 

I ' 
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JAPAN TALKING POINTS , 
(For Use at JCA Luncheon)! . 

The Relationship-' 
. . i
The bilateral economic relationship:with Japan is the. 
most important in the world for the;United states and 
for the world trading system. . 

This relationship, together with NAFTA and completion 
of the Uruguay,Round, has ranked asa top,trade 
priority from the outset of this Administration. 

, 

Our formula has been simple and con~istent.. The U. s •. 
is committed to achieving greater economic growth at 
home and abroad through opening foreign niarkets to 
trade and investmerit. 

Clinton - Bosokawa summit 

The President underscored the impo~tance,oi Japan's 
trade relcitionship with the United istates and the world 
during his meeting with Prime Minister Hosokawa in 
Washington on February 11. 

He noted that as the world's second largest market, 
Japan is a vital potential partner ,in our efforts to 
boost global growth. ' 

) ' .' 

But we must question whether Japan'is pr~pared to 
assume its full share of the responsibilIty in such a 
partnership. 

, I 

As the President also stated, Japan rema'ins less open 
to imports than does any other me~ber of the G-7 group 
of industrialized countries. 'I 

'I ' 

U.S. and Japanese negotiators werer unable to resolve 
negotiations on four sectors which~ had been taking 
place under the U. S. - Japan Frame'work Agreement over 
the previous six months. ; , 

I 
~. • ' , J •

The Administration consciously decJ.ded agaJ.nst the 
alternative of concluding last miriute agreements that 
would have glossed over our differences 'with Japan on 
the need for Japan to take credible action to address 
its global trade imbalanc~s. ,.: . 

It was a serious decisiori, but as/the President said, 
the issues between Japan .and the united states are so 
important for our own nations and, for the,' rest of the 
world that it was better to have reached no agreements 
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than, to have reached empty and inef~ectiv~ ,a:greements. 

The Japan Problem 

This Administration has great respeqt for,the 
tremendous advance$ in the Japanese 'economy: ,since. the 
end of the Second World War. ' t,:, 

Our securi ·tY relationship, as ,well ~s' our' abi Iity to 
cooperate 0n global issues, is strong. 

The economic side of the relationship ,is,,: hpwever,
urgently in·' need of repair _ ',' 

. I 

Last year, Japan's current account surplus reached 131 
billion dollars, or about 3 percent'of Japan's gross 
domestic 'p~,oduct. 

, ! 'r 
This ,surplus, is the major asymmetry,' in the world 
economy. today_ 

It serves as a drag on global demand and slows the pace 
of economi.c expansion and job growth in oth~r nations. 

, , 

Low Level of Imported Manufactures 

I am also deeply concerned Japan's persistent lack of 
receptivit:y to the import of manufaJctured goods_, ' 

Expressed as a share of gross dome~tic p~6duct,' 
Japan's manufactured imports stood at only three 
percent in 1992, a figure less than half that of the 
United states and only about a thiid to a'sixth of that 
of the remaining members of the G-~. 

Among the G-7 nations, indeed, even when:compared to 
some newly industrializing countries, Japan also ranks 
consistently low in measures of in~ra-industry trade. 

Other industrialized economies imP9rt higher levels of 
the, same products that they also Plf'oduce,' for export. 

This is consistent with other evidence that Japan's 
markets are relatively closed. : ' ,; 

Low foreign market share in some key high technology, 
sectors, reflects this problem. i , 

For example, the foreign share of Japan's market for 
telecommunications equipment in 1991 was'f~ve percent. 
In the U.S., this figure was 28 percent. ,Among the 

I, ' 
other members of the G-7 , this number ranges from 11 , 
to 38 percent. I 

I I 
, 'i 

I' 



Japan's seetoral barriers against imports (raise 
problems for the U. s. quite' apart fr'om any, concerns 
over our bilateral trade deficit. 

I , i'~ , 

They affect: our domestic economy by restricting the 
compositioIl of our trade with Japan;: by telling us in 

, I,

what sectors we can and cannot expo~t., '" 
, I, 'I 

This is obviously unacceptable to this Administration, 
as it should be to any Administration, which places a 
very stron9 emphasis on building the competlitiveness of 
U.S. high technology industries. 

Even if our bilateral trade numbers ,with Japan were 
reversed, that is, if we were .running a major trade 
surplus with Japan, we would still ~ave to address 
these sector specific barriers' in the Japan~se economy 
in order to enhance the quality of our exports and 
export related jobs. ' 

, ! I!
The,Framework 

Our drive ,to address both macroeconomic and: sectoral 
issues was reflected in the U.s. - Japan Frame:work 
Agreement, initiated by President Clinton' and then 
Prime Minister Miyazawa in Tokyo in'July 1993. 

I 
, I, 

From september 1993 until the early;morning of February 
11, 1994, the Administration was en<1aged in. an 
intensive series of negotiations to: reach new 
agreements in four sectors designated as priorities 
under the Framework. ' 

These sectors are Japanese Government procurement of 
telecommunications and medical tech!tology:; :insurance; 
and automobiles and auto parts ~ , ' , 

, .''j , ,
In general, what we sought'from the, Japanese in each 
sector was new agreements that would lead to increased 
imports by Japan of competitive foreign goods and 
services i.n these sectors: "tangible progress" in the 
language of the Framework. I 

In plain. language, we wanted results we could see in 
the Japanese market. 

Also, as \lTe had agreed to under the' Framework, we 
sought objective criteria, both qua:ntitative and 
qualitative, as a means of;measuri~g the:success of the 
agreements; . ' : , I 1 

We made se)me limited progress on procedures but 
Japanese negotiators failed to acknowledge' :in any 
meaningful way these key principle~ that our heads of 
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,: 

i' 

state had agreed to last July -- results and 
measuremen1: . I 

The Japanese negotiating position ori these issues was 
confined essentially to one ,stateme:q.t: "no numerical 
targets". 

The Japanese persistenty attempted to label the U.S. 
position al:3 a call for managed trade. 

I ' : 

Nothing can be further from the truth. 
d : 

First, our goal, and here we are in;agreement with 
Prime Minister Hosokawa and many voices in' Japan, is to 
unmanage the most managed economy iI!I,the inq.ustrialized
world. I ' 

, 
I , 

Second, under our Framework talks, we ,never:sought 
numerical targets as the Japanese wer'e suggesting. We 
never sought a single, fixed market share goal to be 
achieved by a given deadline. ' 

: ' I
Rather we were looking for a set of quali~ative and 
quantitative criteria, that, in the aggregate" would 
permit us to assess implementation pf an ~~reement. 

The Japanese approach, was, in essence, to 'deny that 
the term "quantitative criteria" had any bearing on the 
Framework talks. 

In the weeks leading to February 111, we attempted to 
engage senior Japanese political'leaders :in an effort 
to convince the Japanese to acknowledge the key 
Framework principles in a manner that would enable us 
to bring t.he negotiations to a satisfactory' conclusion. 

, ' j, " 

with hours left until the Clinton -: Hosokawa meeting, 'I 
continued to work with Foreign Minister Hata in an 
effort to get the Government of Japan to embody in the 
agreements what they had already agreed to in the 
Framework. ' 

It was thE~ inability of the Japanese Government, at any 
level, to take this step, which led to ,the impasse in 
the talks announced by the President. 

Cellular Telepllones 

On March 12, I announced that the United:states and 
Japan had reached a resultS-oriented agr~ement that 
will provide U.S. cellular telephone systems comparable 
market access to Japan. , ; 

As a result of this agreement, I' am suspending further 

I 



action under USTR's February 15 determination under 
section 1377 of the Omnibus Trade arid competitiveness 
Act of 1988 that Japan had not complied w~th the 1989 
agreement ,to open its cellular telephone J;narket to U. S. 

,manufacturers of cellular telephone1equipmept. 

The determination will be terminate4 in 39: days upon 
cQmpletion of a detailed deployment:plan for the 
system. 'I ' 

The circumstances surrounding the determination, and 
the agreement ,that was reached last~weekehd; illustrate 
some of the sectoral barriers we are trying to address 
in the Framework, and support the administration's 
approach to our trade ~genda, with Jc;:tpan. :: 

The determ,ination resulted from a clear-cut failure of 
Japan to live up to a commitment tOigrant:.u~S. industry 
"comparable access" to the Japanese~ marke,t under the 
Third Party Radio and Cellular Agre~ment. ' 

. I , 

Our effort:s to address market access barriers in this 

sector spanned almost a decade and .included' two trade 

agreements and a commercial understanding. 


, , I' ,! 

While "comparable access" was pledg'ed, the Japanese 
Government: consistently supported actions which impeded 
such progress. ' 

• I ' 

Most notable was the forced selecti:on of a : Japanese 
firm to develop a system in the Tokyo - Nagoya area of 
Japan, using Motorola's technology, when ,the Japanese 
firm ·in question already had a major investment. in the 
construction and subscription of a competing Japanese 
system. 

While the Japanese firm completed construction of the 
competing system, construction of the system using 
using Motorola technology languish~d, with, ,the Japanese 
partner refusing even to take delivery of riecessary 
equipment for two years. : I 

At the time of the determination, this behavior had led 
to the virtual exclusion of U.S. i~dustry from the 
crucial Tokyo - Nagoya market. 

Following the determination, in ac¢:ordance'with the 

1377 process, we began to develop ,a list, .o,f Japanese 

products on which to levy sanctions equiyalent to the 

lost sales to u.s.' industry as a r~sult bfithe market 

barriers. ' . 'I I 

But, we encouraged the companies involved to seek a 

resolution'that would adequately redress ,the problem, 


, ", 
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and we engaged, the Government of Japan 'in:order to 
ensure thai: the responsible ministries would monitor 
and oversee the contruction of the system; and ensure 
compliance with the quarterly schedule of[aqtions. 

, " 

Fortunately, through the extremely hard wo~kof all 
parties, a satisfactory solution was reached. 

Our experiences in this sector reflect broadly on the 
frustrations we have encountered in our past bilateral 
trade experiences with Japan and our determination to 
pursue res1l1ts oriented agreements. : I ! 

, ; I 

, ' i:' :! 
After ten years and two, trade agreements and and a 
major commercial under~tanding in t~e sam~ area of the 
telecommunications sector, we were still compelled to 
take trade action in this case. : 

I' 

Use of cri'teria, such as those proP9sed within the 
Framework, might well have averted this lat~st episode 
of frustra'tion in our trade relationship with Japan. 

• ", ,!! 
1 

,,"
Accordlngly, the March 12 U.S. - Japan Arrangement on 
Cellular Telephone Systems 'is a results-oriented, 
agreement which links comparable access to the Japanese 
market to a specific, verifiable schedule of quarterly
committments. ' ' 

i, 

These commitments will yield 159 new base, stations, 
containing 9900 additional voice channels:. ;! These 
commitments wi],.l ensure coverage of, 95 per:c~nt of the 
key Tokyo-Nagoya market by December: 1995.' , 

-- We did not call for pledges ofa fixed, numer icill market 
share for U.S. industry in this sector. 

But we do have a step-by~step plan ofactio~ associated 
'with specific and measurable actions by the; Government 
of Japan and the Japanese commercial ~nti:t:.f¢s involved. 

This agreement validates the results-6rientedapproach 
we are pursuing under the Framework:. 

I 
I 

It demonstrates that the U.S. and Japanese Government 
can work together to achieve tangible results 'in terms 
of increas,ed market access in Japan;. 

It highlights the work we have yet :to do :in' other 
sectors. ~ 

I, 

semiconductors 

The Semiconductor Arrangement is one of our success 

i ' ' 

i , , 
I 

I ; 



. stories, but we need to remember the difficulties 
experienced in the implementation of, this 'agreement and 
the that the improved market access promisf1?di in the 
agreement has been achieved only with great effort. 

i ; 

On March 18, I announced. that foreign market share in 
the fourth quarter of 1993 had reached 20.?percent. 

I

Obviously we are pleased to see this increase in market 
share. 

However, Wf~ should note that this rise occurred after 
three consecutive quarters of declinefro~'the 20.2 
percent level we reached at the end of 19~2. 

-- We are still concerned that U.S. and other.foreign 
suppliers ':lre not achieving access to the i p"apanese . 
market commensurate with their worldwide co~petitive 
position. 

We are consulting with the Japanese I Governm,ent this 
week to on effective measures are taken to ensure that 
gradual and steady improvements in tn fore:ilgn market 
share continue the the duration of the Arr,angement. 

I " 

Future 

This, is where we stand at present in Qur ~rade 
relationship· with Japan. It isapproprlate that L give 
you some.ide~ of where I think we are heaqed from this 
point. ' , , 

. ,' . 

Parts of the media, and some other alarmists, have 
trotted out the military lexicon and predicted tl1at we 
are about to enter a trade war with, Japan. , 

I 

.This is not going to happen. The leadership: in both 
,Washington and Tokyo'have a keen appreci~tion for the 
overall importance of our relationship.' ;'. ~ 

The resolution of the cellular telephone~iispute shows 
that we can keep trade issues from :escalciting, and 
address them in accordance with the Framework 
principles. . ' : ; ,i 

i) : 

This' Administration's approach to Japan will be 
deliberatE! and responsible. :: i 

While we have not yet resumed disctissions under the 
Framework" we continue to monitor :our e~isting 
agreements; with Japan, and to be alert for new areas of 
possible concern. ' , 

; ; :.. 

. , ! 
, 

'I 



We are assessing a number of different optlbns 
regarding -the next steps in our trade ,relationship with 
Japan. 

We believe that the Japanese are also assessing their 
position. ·1 

; ; " 

We hope that they will take seriously their 
; 

responsibility to spur global growth through trade. 
Partnership implies shared responsil:;>ility.: • 

, . 
Recently, Japan has missed a number'!of opportunities to 
show a real interest in such a role;. in the Framework, 
in the Uruguay Round market·access negotiations, and in 
the lackluster efforts at unilateral deregulation 
embodied in the weak final report of the once promising 
Hiraiwa Commission. 

To fulfill this role, Japan will ha~e· to be 
dramatically more forthcoming if we: are to return to 
the negoti.ating table than they hav~ been .tb date.· 

For our part, we anticipate working closely' with 
Congress as we pursue the goal of ensuring that Japan's 
markets are open to comp'etitive U. S. and foreign goods 
and services. 

", : 

! , ; . 

. ' . 

I ' 
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i ,;" 1 ' 2000 M Streel, NW 

, "'" ' I SUIte lOU ' 

: MarCh. q, 1994~, Wa5hington, DC ','
\\ i 	 ' I 1 20():JI)·:n07Via Facsimile 1\1\ I ",""r- ; I 	 Igi {2U;!) 4b~i (JI:\OO

V\. \1'\f\J,.",v~ \ 'i,' ,(202) 395-4549 	 1 
' I Fay (20:;» tl!)::\ 01123 

Jr'~, I !'. 'I 
The Honorable Charlene Barshefsky 

v 	

! .1 
i ,..-,• I'Deputy U.S. Tn.de Representative ' >t;: '- 

600 17th Street, N.W. , I' I 
, , '/Washington, D.C. 20506 : : 

i! 
Attention: Carol 	 III 

, 1 ! I I, 
Los Angeles, Re: . Japan Commerce Associatiop If\ln<;:~ 
Newport Oeaer' : 	 1'1 . 

, ,I New Yorl<
Dear Ambassador Barshefky::! PRlo Allo 

Ralalgh•. 	 " I I 
S{lcr(lmp.nto, In 	my capaCity as ChaIrman of the SpeakeI1s F}ureau of the Japan' 
San FrAt'lCiSCo

Commerce Association of Washington, D;C.("J~A"), I: would' like to Wl'leM;nglon DC 

request your attendance as a guest speaker I:!-t a month~y lurchi~!on meeting BCIJlng

of the lCA. ' , i : " Taipei 


. . . ;"'; . { , 

Tokyo 

D,:'ssddQrfJeA isa not-for-profit organization which incl~des apwio~l1lately 100 
Lon(loncorporate and 200 individual members wno transact.busines~ :or maintain an 
Mil>! ...

office in Washington, D.C. The corporate: members )include the' 
AH.lialed OH,ces

Washington representative offices of major Japanese c9mpMiies. For your Ma;iI(;O Cily 


information, I enclose a listing of the leA corporate membet;s Despite the B;)ngkok 


appearance of a strong business orientation, leA is,1 inesse~ce, an informal 
 Guil llliZh O\l ' 

HanOiassociation of. Japanese businessmen who periodically nl~e't to discuss HO(l1l Kong 


current topics. JeA also conducts various social programs! fo~ the families Jakarta 


of the membership. MonthJy luncheon meetings constitute lone 0f the main 
 B~i~hF\fU~ 

Canberraactivities of JCA. 	 ..! ; !','i .
I ' 	 Melbourne 

Perth 
$ydMy. The "breakdown" of the U.S.-Japan framework:neg6(iations and the 
Sod,,!subsequent issuance 	of an executive order reinstating the; Super 301 .law 
BflJ,,!3I11

have created a great deal of anxiety. in the Japanese business dommunity in . 	 9ucharo,;! 

Fr,Hlklurl
Washin~ton over the future of the bilateral relations. As an individual 
LelPllg

responSIble for formulating U.S. trade policy, as well as im:plementing such MuniCh 


polley through negotiations with foreign governments, YOMr !Views on th~ 8al1raln 

. JElddan 
~~~J$ct.s>f:bilateta1 rehltion~ will be paFticularly v~u8ble t9:,~~? m,embers c!f 

KuWallthe ICA. Please understand that the Japanese bUSiness COp1~UOlty here IS A'Yl'ld;, 

deeply concerned about' what appears to be, a 'dow:nward-spiralling 

relationship between the United States and Japan. i,Your r~lnarks at a JeA 

luncheon meeting will provide needed guidance for; the thi~ng of Japanese 

businessmen in this respect. :1 -'
i .: 

~ -: i'; 

.. \. iJl!1\1' ;.i 
'3/!{p(,! ,.. i 
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