
statement to the Subcommittee on Trade 
House Ways and Means committee 

Ambassador Michael ~antor 
, May 16, 199.' 

THE IMPORTANCE OF THE URUGUAY ROUND 

M~·. Chairman, it is a pleasure to appear before you today. I 
appreciate the hard work you, your staff and the other members of 
this committee have done to move in a timely manner on the 
implementing legislation for the Uruguay Round agreement. All of 
us at USTR appreciate the high level of bipartisan cooperation on 
this issue, and we look forward to working with you in the next 
few weeks as we finish preparing the legislation~ 

Mr. Chairman, last December, President Clinton led the effort to 
break the· ':Jridlock and complete the Uruguay Round negotiations to 
the General Agreement on. Tariffs and Trade. Those negotiations 
had stalled after ~even years of prepar~tions, and seven years of 
negotiatin~~. This agreement" which was signed by over one hundred 
nations in Marrakech, Morocco on April 15, is the largest, most· 
comprehensive trade agreement in history. 

By leading the effort to conclude the Round, President Clinton 
ensured thilt the United States· continue its historic role as a 
global ecoTlomic leader committed to trade expansion. In the 
aftermath cif World War II, we created international ~nstituticns, 
such as the~ GATT, that lowered trade barriers :and wrote rules 
that led to increased trade. A half century of global prosperity 
is the legacy of our leadership during the post World War II 
reconstruction, and during the Cold War. 

NOw, we must.show the same global leadership by leading the world 
in implementing the Round. All of our major trading partners have 
agreed to ratify the agreement. domestically for'entry into force 
on J~nuary'l, 1995•. It is our responsibility as the world's 
largest economy, and largest trading nation, to implement the 
Round as quickly as possible. 

In addition" our credibility in· asking Japan and others to open 
up their mai:-kets is inextricably tied to our implementation of 
the Uruguay Round agreement. Failure to quickly implement the 
largest trade agreement in history will raise doubts of our 
willingness to open markets and compete in the global economy_ 

Much depends; on our approving the Round as quickly as possible , 
especially the opportunity to gain the benefits from it. The 
Uruguay Round is the right agreement at the right time for the 
united state's. It reflects the 'realities of a changed, more 
interdependent world. 

A globalized economy has changed the way we do business. Once 
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our econ.omy was self-contained. Now we are interdependent with 
the rest of the·world.. Over a quarter of our GNP is dependent on 
trade. Ai; a mature economy, the United States must open. new 
markets 1t:.o foster growth. We have four percent of the world's 
populatic)n: future economic opportunities will occur with the 
other 96 percent • 

. President: Clinton, the' first President born after World War II, 
is the first President to understand that the prosperity .. of·our 

.. workers, and the prospects of their children, depends on our 
ability to compete and win in the global economy. 

At the sa·me time., our foreiqn policy is now connected to our.· 
trade policy. The Cold War has ended and nations around the globe 
havedeve!loped market e~onomies and democracy.· This month we saw 
another, li11ith South Africa's historic free elections. Asa result 
of effort:sto reform t~ir economies and embrace democracy, 
nations a~:"ound the globe are exploding withgrowth~ It is' in the 
national interest of the United states to bring these nations . 
into the global trading .system, and ensure they play by the . 
rules. . . 

Increasingrly, the· GATT was out of step with the rapidly changing 
world. The GATT.rules did not cover many areas of trade such' as 
intellectual property anp services; they did not provide 
meaningful rules for important aspects of trade such as 
agriculture; and they did not bring about the prompt settlement 
of disputes. The old GATT rules also created unequal obligations 
among diff,erent countries, despite the fact that many of .the 
countries 'that were allowed to keep their.arkets relatively 
closed weri~ among the greatest. beneficiaries of the system•. 

The Uruguajr Round' writes new rules of trade which create the 
foundation for a global trading system. It brings the nations of 

. the world into the trading; system with :the obligations and.· 
re~ponsibil.ities· that entails •. . 

J 
It is an agreement that plays to our strenqt;hs as the world's 
largest trading country, exporter and :most productive economy~It 
opens foreign markets to an unprecedented degree. at precisely the 
time when our companies and workers have honed. their' competitivel 
edge. It will create millions of additional bigh~wage, high-skill 
jobs for U.iS. workers in the coming decade. Economis~s estimate' 
that the int::reased trade will pump between $100 and $200 billion.' 
into the U.:;. economy every year after the Round is fully 
implemented.. . 

In addition, the Uruguay Round agreement establishes rules of 
trade for kelY sectors of our economy that our growing and 
becoming mor:e important for U.s. competitiveness~· The 
intellectua1.property of U.s. entrepreneurs in industries such as 
pharmaceutieals,'entertainment and software qain new protection 
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from pir~lcy in world markets. The Round also ensures open foreign 
markets for U.S. exporters of services such as accounting, 
advertising, computer services, tourism, engineering and 
constructdon. Finally, at a time that U.S. exports to developing 
countries: are becoming an increasingly important area of economic 
opportunity, the Round ensures that developing countries live by 
the same trade rules as developed countries and that there will 
be no free riders. 

This agreement helps our largest exporters, like aerospace and 
computer companies, and benefits our fastest growing exporters,· 
like chemical products and electronics. And it helps small 
businesseis by reducing paperwork, simplifying or eliminating 
import lii:::ensing requirements, and harmonizing customs 
procedurei;. . 

We 'are at what the President has called the third defining moment· 
in the 20th century. The end of the Cold War presents new 
opportunit.ies and new dangers, but we are confronted by the same 
basic choi.ce: engagement or withdrawal? As the President has 
said, we believe that open and competitive: commerce enriches us a 
nation, and the world. . 
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Testimc:my befere the Legislation and National Security 
Subcomtnit'tee cfthe Committee on Government Operations 

of 

AMBASSADOR MICHAEL KANTOR 

UNITED STATES TRADE REPRESENTATIVE 

1994·Title VII Review ,of 

l~oreign Country Procurement Discrimination 


Against U.S. Goods or Services 

and 


Multilateral and Bilateral'International Trade 

Negotiations on Government Procurement 


May 19, 1994 
\ 
I would like-~~ thank you, Mr. Chairman, and the members of 

this Subcommittee f~r the opportunity today to describe 
Administratil:m efforl:s to open foreign government procurement 
markets to U.S. suppliers through use of Title VII of the Omnibus 
Trade and <;:qrnpetit:"veness Act of 1988 and multilateral and 
bilateral ne~:Jotiations on government procurement. This is the 
second time :r have testified before this Subcommittee on , 
government procurement, and much has occurred on this front since 
I last testijEied or.. this issue less than a year ago. 

In this short period, we have concluded multilateral 
negotiations on a new GATT'Government Procurement Code and an 
historic agrE!emenl: ',-lith the European Union, reached in Marrakech, 
Morocco , undE~r thi s new Code. With our Mexican and Canadian 
partners, we have, ~~plemented the NAFTA chapter on government 
procurement " We have also used the tools provided unq,er Title 
VII to spur ilction "::;y the Japanese gove:plment to open its 
construction market. Finally, we have opened new dialogues with 
other countries in an effort to open foreign government ' 
procurement tilarkel:s. I would also like to emphasize that' we will 
continue to I)urSue 3. telecommunications procurement agreement 
with the Eurc)pean Cnion and seek more open government procurement 

,markets in J~lpan under the Framework negotiations. 

Today I will :!:eview our findings in the 1994 'Title ,VII 
report, which was :::::-anslrlitted to this Subcommittee on April 30, 
and discuss in detail negotiations on the GATT Code and 
specific~lly with :he European Union. But before I discuss these 
issues, I wOlllld like to note briefly for the Committee the 
importance of: the entire package of Uruguay Round Agreements. 

When 125 couIlLtries signed the Uruguay Round Agreement in 
, Marrakech lasit mont::', they 'concluded the largest, most 
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comprehensive trade agreement in h'istaXy': The Uruguay Round 

Agreement plays to the strengths of the U.s. economy since it 

opens world markets in areas. where we are most competitive and 


'II l;>e an impol:tant element in an integrated national economic 
strategy. Econc~mists estimate that increased trade from the 
Uruguay Round A~:Jreement will pump between $100 billion and $200 
billion annually into the U.S. economy once it is fully 
implemented. A study by DRI/McGraw Hill estimated that the net 
U.s. employment gain over and above the normal growth of the U.s. 
economy will be about 1. 4 million jobs by the .tenth year after 
implementation. . 

The 1994 Title VII Review-

As in past Title VII reviews, the Administration used all 

available infonnation on the procurement practices of foreign 

countries. In ,addition to the data we had developed in past

Title VII revie;~s, we relied on updated reports from our . 


,embassies and. comments from the private sector responding to our 

notices in the Federal Register and the .Commerce Business Daily. 

We also used information collected for the annual National Trade 

Estimates Report. . 


In this year's report, we h.ave focused most of our attention 
on concerns. with procurement practices in the medical teclulology
and telecommun~cations sectors in Japan. Both of these sectors 

....)- are priority se.ctors i.n the U.S. -Japan Framewo.rk negotiations . 
. In our report, we noted. that we had decided not to identify Japan 

at this time and would revisit this decision by June 30. In both 
..... of these sector's, foreign suppliers. have' found that gaining. . 

market access has been an uphill battle. 

We were not able to reach agreement on these sectors by the 
February 11 mee'~ting of the President and former Japanese Prime 
Minister Hosokawa. On March 28, the Government of Japan issued 
an Action Plan on Government Procurement containing detailed 
sections on te~.ecommur..ications .and medical technology. This 
Action Plan reflected some modest movement towards addressing 
U. S. concerns ~)ut did not provide. a basis for resuming the 
Framework negotiation5. On April 15, I met with the former' 
Foreign MinistE~r and now Prime Minister Rata in Marrakech, 
Morocco to discuss, among other issues, the possibilities for 
resuming the Fj:amework negotiations. While we made some progress 
in these discui3sions, we are now awaiting a Japanese response to 
the points' I raised at this meeting. A Japanese delegation has 
just arrived ill Washington to explore ways for informally
restarting 'the Framework talks. In deciding whether to identify 
Japan under. TH:le VII by June 30" we will assess the seriousness 

'of any official Japanese response. 

We also d,ecided in this year's Title VII report to maintain 
the. sanctions currently in force against· the European Union for 
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its discrimillatory procurement practices" in the 
telecommunicc.itions sector.· These sanctions, which were first 
imposed on MiiY 28, 1993, emcompass the' full ·range of potential 
sanctions on civilian procurements provided for under Title VII, . 
consistent with U.S. obligations under the Code and the bilateral 
U.S.-EU MOU on Government Procurement. While we believe that the 
agreement we reached with the European Union in Marrakech on 
April 15 ShOllld be viewed as an inmortant achievement in our 
bilateral relations, we are st:i,ll disappointed that we could not 
have gone fu:tther and concluded an agreement on . 
telecommunications as well. 

Finally, we included information in this year's report on 
four countrii!s' procurement practices, which do not meet the 
criteria for identification under Title VII but, neve;-theless, 
are areas of concern. The procurement practices of Japan with 
respect to supercomputers and· computers are at the top of this 
list.· We plC:1.n to closely monitor developments in these 
procurement markets to see that Japan adheres to our existing 
agreements Oil these sectors. Additionally, we provided . 
<information on Australia for its practices in the information 
technology sf~ctor; Brazil for its recently enacted discriminatory· 
requirements in the computer, software, telecommunications and 
digital elect:ronics sectors; and China for its generally nori- < 
transparent procurement regime. 

.J We also included. in this year's report 'the: General Report 
called for ullder Title VII, tracking the history of our use of 
the statute to root out foreign discriminatory procurement
practices. .... 

The New GATT. Procurement Code and the Marrakech Agreement ,with' 
the EU 

After mcmy years of difficult negotiations, I am pleased to 
say that we have concluded a new GATT Government Procurement 
Code, which :Lncludes substantial coverage of subcentral 

. governments iind government-owned utilit.ies.· The cornerstone of 
this new Codi~ will be the bilateral coverage agreed between the 
United StC!,tei3 and European Union on April 13 in Marrakech, 
Morocco I j usi: before the signing of the new Code. 

This nel" Code, which is scheduled to enter into force on 
January 1, 1!~96,. is a step forward in multilateral negotiations 
on government: procurement and an improvement over the existing 
Procurement Code. It will translate into many billions of 
dollars worth of new bidding opportunities for U.S. firms, with 
correspondin9 benefits tor U. S. products and services.' 

As you know, the existing Procurement Code, negotiated 
during the Tt)kyo Round, is. very limited, covering only 
procurement of goods by central government entities. The Code 
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has .been an il:nportant agreement in fi"1liog the hole left by the . . 
..,.. GATT, which dl::::>es not cover government procurement, but the Code 

does not cover some of the most commercially attractive areas of 
procurement, in particular,' government-owned utilities .. Since 
shortly after the conclusion of negotiations on the existing Code 
in the Tokyo Round, we have been seeking access to these huge 
procurement mc.irkets, especially the heavy electrical and telecom 
markets. We have also been interested in joining other 
participating countries in beginning to coversubcentral 
government en1:ities under the Code. 

This pas1:, December in Geneva we made an important step 

towards completing a comprehensive new Code but were not able to 

conclude a final agreement with the European Union. OnDecember 

lS, when the ~ilultilateral negotiations on the new Code 

effectively ended, the United States and European Union had only 

agreed to cov~!r central government procurement. and to continue 

working towards completing a bigger agreement including 

subcentral governments and utilities by April 1S, 1994, the 

scheduled sigrlature date for the new Code agreement. 


Negotiations over several years in Geneva on the Code were 

very important in spurring the United States and European Union 

to reach a fi:r.lal Code agreement. First of all, the countries 

participating in the negotiations agreed to substantial changes 

in spme of the: procedural provisions of the Code. Most 

importantly, the new Code will require all Parties to provide 

independent bid' challenge procedures for all. covered 

procurements. This means that U.S. suppliers will have a legal 

'remedy, guaran.teed by the new Code agreement, in these other 

countries and will not have to rely solely on the dispute 

settlement provisions of the agreement. The new Code also 

imposes new, more stringent:: disciplines on the use of offsets, 

which are often used by developing count::ries to require local 

content, local investment or technology transfer in connection 

with government contracts.' ­

In terms of coverage of the new Code, it has been extended 

to services, i.ncluding. construction, and to subcentral government 

entities and g:overnment-owned utilities for the first time, but 

only on the basis of reciprocity. As a reSUlt, we were able to 

specify deroga'tions from most-favored-nation treatment so that we 

lost no levera';;re in continuing to seek coverage of U.S. 

priorities in 'the procurement markets of other countries ~ For 

example,. we ha'lTe agreed to cover our state governments and 'our 

government-owned utilities only with respect to Korea, Israel 

and--as a result of our agreement in MarrC1lkech--the European 

Union. We lea'lfe open the possibility, however, of extendirig 

coverage with (jther countries through bilateral negotiations on 

reciprocity in the future. In negotiating coverage with all 

countries, we have protected U.S. procurement programs for small 


.and minority-m..med businesses and other economically­

... 
~ ....-..'':;.--~- · 



disadvantaged groups, administered· at-'both the state and Federal 
'levels. 

'In our nl:!gotiations with the Eurooean Union between December 
15 and April 15, EU negotiators focused on U.S. coverage of state 
and city governments and elimination of Buy American requirementS 
on Federally-.funded mass transit, 'highway and airport projects, 
while we sought coverage of the EU power generation sector and a 
substantial v;'ilue of EU subcentral procurement under the Code and 
conclusion of a. separate bilateral agreement on 
telecommunicaitions. The agreement reached in Marrakech, Morocco 
on April 13, is·clearly the boldest step ~t either party has 
ever taken in negotiations on government procurement, even though 
it falls short of including all objectives on both sides. As I 
noted before, we are disappointed that we could not conclude an 
agreement on telecommunications, but we, were also determined that 
access to this EU market not. be linked to Buy American 

'restrictions in unrelated markets, such as mass transit and 
highways. 

From aU. S. perspective, the agreement' is historic in· 
covering the ]::U electrical sector,· valued at. approximately $28. 
billion, permimently unde'r the Code·.. ':'his· sector has been closed 
to U.S. suppliers for nearly four decades. The U.S..-EU MOU, 
signed on May 25, ·1993, gave. U.S. suppliers access to this 
market, but Oi:lly' temporarily for two years. Two years is a very 
short period 1n the' heavy electrical sector.

J As a reslllt of this agreement" we also got cO,verage of over' 
$50 billion ill EU central government pt"ocurement','S23 billion in 
EO subcentral procurement of goods and $700 million in 
procurement by EU ports. According to, data developed by the 
independent c()nsulting firm of Deloitt;:,e;Touche, the total value 
of EU coveragi~ under the Code will exceed $100 billion annually 
in bid¢1ing oPl>ortuni~ies. 

In addition to procurement by U. S.· executive branch 
, agencies, the United States agreed to cover 37 states, the 
Federal power authorities and several subdentral government 
utilities undE~r the COde. U.S. coverage of subcentral 
governments alld utilities was based on the voluntary commitment 
of these jurisdictions to be included in the agreement.. In 
addition to the approximately $20 billio~ credited in the 
agreement to U.S. investor-owned electrical utilities, U.S. 
coverage undeJ:' the Code will total approximately $80 billion. 

On a· purE~ly bilateral basis, we also agreed that two 
additional stiltes and seven cities would treat EU suppliers no 
less favorably than non-state or non-local U.S. suppliers. This 
commitment will not be subject to Code procedures or dispute 
settlement. 
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Status of Nego.tiatioIis with· theEU' on- Telecommunications 
Procurement 

Ending the discrimination in Europe applied to our 

telecommunications equipment was a top priority of these 

negotiations. As you know, the U.S. market is completely open to 

foreign firms; indeed, foreign~owned firms supplied 54 percent of. 

our central office switching market in 1992.. 


Despite the fact that our market is open, the European Union 

demanded other, unrelated, conc~ssions in exchange for opening 

its tele.communicationsmarket. Central Ito these demands was the 

elimination of all Buy America programs associated with Federal 

funds granted to our states and cities for mass transit, . 

highways, airpi:>rt improvement and wastewater projects, among 

others. .,We we:re unwilling to agree to these demands, which we 

considered unji~stified given the European Union's access to our 

telecommunications market. 


We certaililly have not given up on obtaining non.-· 
discriminatory access to the European telecommunications market. 
This isa critical industry to the United 'States, and the 
imbalance of oj;>portunities in .the United States and the European 
Union remains lnlacceptable to us. In that connection, I'd like 
to make a few points: . 

o 	 Firsl:" the sanctions 'we imposed in May of 1993 under 

'Titlt! VII of the 1988 Trade Act remain in place. 


o 	 Secolld, four EU countries have assured us that we will 

receive non-discriminatory access to their markets: 

G~rmclny, Greece, Spain, and Portugal . 


•
Third, we do intend to re-engage the European Union on. 
telecom. We have not set a date; however, we are 
looking for appropriate dates to restart discussions 
within the coming·months. 

o· 	 Fourth, we have restarted our interagency process to 

evaluate our options in light of continued European 

Union refusal to open this market. We intend to 

consult with Cong~ess on this matter as well. 


Other Developments 

In last YE!ar'S Title VII report we identified Japan for its 
discriminatory practices in construction. I am happy to report 
that we were able to successfully resolve this issue with Japan 
in January of this year. The Japanese government unilaterally 
opened its con~:truction market and .agreed ~o consult with us on 
an annual basis: on progress made. We have also started 
implementation of the NAFTA Government Procurement Chapter, which 
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opens the Mexican government prOcurernemt··ma.rket tor the first 
time. We will be following Mexican and Canadian implementation 
closely to ensure that the full potential benefits flow to U.S. 
firms. 

The Impac~ of. the Agreement on Government Reyenues 

It is extremely difficult to quantify the exact effect of 

the new Code clgreement on U.S. government revenues, but we are 

certain that the agreement can only increase these revenues. 

There will be no lifting or easing of any revenue-raising 

me'asures and,I)'rOcurement budgets should fall as a result of the 

agreement sinc~e competition among bidders on U.S. government 

contracts will increase. 


Conclusion . 

.The Administration this year achieved several breakthroughs, 
in negotiations on government procurement that had proven very 
elusive for ma~y years. After nearly seven years of 
negotiations, the United States and other countries concluded a' 
new, hugely-expanded. GATT Government Procurement Code. As part 
of this new Cede, the United States and European Union reached 
agreement on permanent coverage of one of our highest priority 
sectors--the heavy electrical sector. Title VII has been useful 
in realizing these goals. We plan to continue to use Title'VII 
and other trade policy tools in the coming year with the, 
objective of completing a full panoply of trade agreements on 
government procurement in the areas we have highlighted in this 
year's report and in past reports. This Administration's goal is 
.to have virtually made Title VII obsolete through the conclusion 
of such agreements by the, time of the scheduled sunset of Title 
VII in 1996. . 
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PRESS BRIEFING 

with 


six print reporters 


AMBASSADOR MICKY'KANTOR 
united States Trade Representative 

Paris, France 
June 6, 1994 

-----~------------------~~------~-----~ 

AMBASSADOR KANTOR: I just want·to get together, and not only talk: 
about this· week but the future. There are a number of issues and 
implemenitation., not only of WTO but of the ratification by various 
countriei;--inc:;luding the United States-.;.of the Uruguay Round, and 
other kinds of concerns we all face as we try to expand trade and 
build a ,t/orld economy and support a little 9rowth and stem the tide 
of reces~;ion, which has really plagued Europe and Japan to a great 
degree. In the United States,' of course, we have had enormous 
progress economically. We have created over three million jobs 
since January of 1993, and unemployment dropped to 6 percent--it 
would have eVen been lower if we used the old statistic:s. On'e of 
~he most interesting aspects of the unemployment statisti~s is that 
they would have been even lower still had not a number of people who 
had been discouraged and quit seeking wc:;>rk no"", 'have come back into 
the labol::- force so the news .is even better than it appears on the 
surface. 

Q: Is thE~re going to be a jobs report released at this meeting? 

KANTOR: Yes. 

Q:. What cio you hope to get from that? Are there some 
recommendations that you would support?· 

~~TOR: ~1ell, the United States has tried to spur not only thought 
but discussion as well as movement in terms of growing jobs -- not 
only through the developed world but the developing world as well. 
There we:1:e a series of interestin9 conversations, . a couple of which 
were very important-- with the President and president Oelors, as 
you recall, on the President's· last trip to Europe, on 'the problems· 
of labor rigidities in Europe vs. the flexible approach of the 
United st:ates .. Yet we're looking at how to implement a 
re-employment program. We all seek technology, the convergent 
technoloSJY and a globalized economy, creating huge opportunity..:.- and, 
of coursE~, great challenges. Whereas our parents, or even our 
generation, may have been able to seoure and hold and continue to 
have one job through our entire careers, our children, our 
grandchildren, will change jobs a number of times just because of a 
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dynamic economy, and the spread of economic and real growth and 
power throughout the world. That combined.with technology means 
we'll have to have continuing education, training, placement, and 
revision of' how we think of jobs, which is new challenge for this 
generation, and one which.I think certainly the President is well 
.aware of I but also secretary Bentsen and Secretary Reich an~ 
Chairman of the Counsel of Economic Advisors Tyson have done a lot 
of thinkincJ about. We are committed to not only to health care 
reform, welfare reform, but a re-employment program that makes sense 
for U. S. wi)rkers. So as the Europeans are trying to become more 
flexible Hi their work force, which I think is ocritical, we're 
looking at how we deal with technological· changes and the 
globalization of the economy moving into the next century. 

Q: On the specific issues of trade, could" you give us an 'idea of 

what your objectives are in the next few days, and what bi.laterals 

you will do? " . 

KANTOR: We~ll we'll have a number 'Of bilaterals, beginning with 

Minister IJonguet tonight. I'll spend some time with Roy McLaren of 

Canada,hE!re; We 'spoke by phone in London. Unfortunately Foreign 

Minister Kakisawa of Japan could not attend because of the Diet 


,session and their attempt to pass or'deal with a budget situation. 
1'11 have a meeting with Ambassador Matsunaga, who is representing
the Foreif~n Minis.tar. I'll also have meetings with the New Zealand 
Prime Minister as well, of course, with Sir Leon Brittan and wi 
Gunther Rexrodt of Germany. There willbe,a number of issues on 
agenda, not the least of which is the preparatory committee of 
WTO and its agenda, ratification of the Uruguay Round and timing, 
and of course how to continue to expand markets, continue to make 
sure trad,e remains open. And I'm sure there'll be some discussion 
about Jap'lan, china, China's accession or attempt to accede to the 
WTO, and so on. I'm sure those will be ,on the Agenda as well. 

Q: And.with Mr. Matsunaga, .will you be discussing some specific, 
proposal~;? 

KANTOR: ~rhere have been meetings of our' officials this last 'Week in 
Tokyo as a follow-up to our meetings in 'Washington, where we 
re-enqagcad the ; framework talks. I don't kn9w if he has any speCific
proposalis but, 'frankly, given the fact that our officials are still 
meeting,' I wouldn't expect there would be any announcements or any 
agreements here in Paris. I spoke with.Foreign Minister Kakisawa 
before I left Washington; we had an interesting conversation. 
We're, of course, goinq to try to get together at the end of this 
month, when·, the, D.iet session has ended, in order deal with whatever' 
issues are facing us with reqard to the' framework situation, both 
macroecclnomic aRd sectoral." 
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Q: Is Naples a deadline or a target date? 

KANTOR: WE~ don't have any target dates or deadlines. What 'We do 
have, of c:ourse, is dates which we are going to have to address. 
One is June 30~ We put off by 60 days any decision on the Title 
VII, which involves u.s. trade laws concerning unfair treatment of 
u.s. prodtlctsin_terms of government procurement. That will involve 
telecoMutlication5 and medical equipment, both of which are covered 
by the fril'imework. We of course are hopeful we can address those 
issues in the framework and, therefore, will not have to address 
them under Title VII. 

The second date, of course, is the proposed meeting. between Prime 
Minister Hata and President Clinton surrounding the G-7 talks.at 
Naples. l'lhe.ther or· not we have a number of agreements, or .any 
agreement~;, at that time is not as critical as our ability to make 
progress in these four priority areas and begin to address new areas 
of the frclmework as we proceed ahead. . 

Then, of course, we have to make deci$ions by September 30, with 
regard to Super. 301. It's. a procedural mechanism which requires the 
United Stcltes Trade Representative to make decisions whether or not 
there are priority foreign country practices which amount to unfair 
trade, and have a substantial effect upon U.S. trade interests. 

Q: Earlie:t.today in Tokyo, Under Secretary Garten was quoted as 
saying "there is considerable hope that U.S and .Japan can overcome. 
their disputes in t.elecolnmunications." Do you echo that assessment? 

KANTOR: OJ: course. We would never re-engage a framework had we not: 
had considerable hope that we could overcome ou~,differences. 
Frankly I 1:he agreement that we reached just 10 days ago in 
\iashingtO'il was extremely helpfuL in terms of the Japanese accepting 
the idea t.hat macroeconomic;:: stimulus is of considerable importance. 
Second, that the goals of the framework substantially increase 
access for and sales of foreign competitive goods was the goal of 
each of these sectors. And that we agreed, of course, that 
objective criteria, quantitative and qualitative, will be used to 
measure progress. All of those, of course, reiterate our 
interpretation of the framework and are important to both countries 
as we mov.! forward. 

Q: There has been. more progress in qualitative, rather than 
quantitative, .ifI understood correctly 

.KANTOR:, ~rhat is not necessarily so .. 

Q: Oh. B~acause I .. fiaw reports suggesting; that there had been a great
narrowing of diff'erences on qualitative .. Are there any specific 
areas whe:re the differences have been narrowed· or disappeared? 

KANTOR: 'il!!S. 
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Q: What ar'e those? 

KANTOR: I'm not going to tell you. We're in the middle of· 
negotiaticms. 'But yes, the ,answer is yes. 

Q: On both sid,es?' 

KANTOR: Oi"l both sides. ,Qualitative and, quantitative. Now f that 
, doesn't mean all the differences have been eliminated. {interrupted' 

by journalist'·s arriva,l) No, I don't say that in jest. Obviously 
we're in 'the middle of negotiations. I'm willing to say we've made 
progress., I'm not going to go into the details. That's not helpful. 

Q: OK, but on both sides both quantitative' and qualitative? 

KANTOR: Yes, both. And in terms, frankly, remember each of these 
sectors .... - this is a broad way to approach it -- has three parts to 
it. 

One, you have the "goaL" And we've aqreed on the goal of each of; 
the sectors: SUbstantial increase of access' and sales of foreign 
competit:lve goods and services. That's one. 

Two" you have both deregulatory measures and other measures which 
, will ope:n up wha.tever sector you're referring to. 

And, third, of course you have to measure progress. An.d that's:' 
where the objective criteria come into play. ' 

And of ,course we've made 'it quite clear. as we have said, I can't 
tell you how many times, includi~g the President of the United 
states s~aid it five times in his pr,ess ,conference on February 11th, 
we are riot seekiog-' numerical targets or market share. They have 
nothing to do wit'h the objective criteria . 

..'. 

'Q: Are the Japanese buying off on this now, Mr.. Kantor? I mean' in 
Marrake~;h there was talk of' progress being made.' Have they come to 
accept 1:he idea, that at least to It\onitor progress .... 

KANTOR: We reached agreement in Washington, that i's' exactly what we 
reached agreement on.' So the answer· is yes. And that's what broke 
the' 'lo"} jam l ' if you want to' call it, 'that, or broke the grid lock. 

And I've got to say that Prime Minister Hata, Foreign'Minister 
I<akisayia, and Mr. Hayashi deserve tremendous credit for their' 
leaders,hip and 'tbeir willingness to be flexible. Our talks in 
Marrakesh, Prime Minister Hata's conversation with President Clinton 
by phofle on the 9,th of May, my conversation with Foreign Minister 
BarshefsKY on the 13th of May--I had four subsequent conversations 
with the Foreign Minister--Mr. Hayashi's work with Ambassador 
Barsze\,lskl were all very productive. And I think the Japanes..•... 
govermnent and their leadership deserve tremendous credit. 
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Q: Changitlg the subject slightly, I was wondering if we could talk a 
little bit. about ratification of GATT and u~s. powers. Where do we 
stand at t:his point? Does there seem to be . headway being made by 
the Adminl.stration? 

KANTOR: Orle, we've begun mark up in both ,House and Senate, as you 

know. Two, the President has make it clear that he wants this 

ratified prior to the August recess. NOW, the date of that is 

uncertain now. I~we heard anything from the 11th to the 15th of 

August. :r think a lot of that will depend on issues other than the 

'Uruguay Rc:>und. Three, we have a bipartisan dialogue going on 

regardinq the most difficult issue and that is how to "pay" for the 

r,ound. Let me explain that, most of you understand. it, but let me 

explain i·t for the purposes of what you're doing- Under the 1990 

Budget Ag:teement, we' are required to offset any reductions in 

revenues regardless of their impact on the budget or on revenues; 


,that means we have to use a static budget concept. Two studies,have 
been done that ind~cate clearly that for every dollar of tariff cuts 
under the Uruguay Round, we'll receive about three dollars in income 
to the federal government, which means we have a net plus, if this 
were a dynamic budget review in terms of affecting budqet deficit or 
revenues of the federal government. But we can't count those 
dynamic gains. So we're going to have to find in offsets for about 
13-to-14-'billion c;i.ollars over five years. Given the cuts the 
President. has mac:te7,,: which resulted in a 40% decline in our budget 
deficit in the Uri.4:ed states, it is a challenge. However, both 
Republicain and Democrat leadership in both bodies -- House and 
Senate --. are willing to work with the Administration to try to ,find 
the requisite off'se,ts _ We had the same, challenge in the NAFTA, and. 
until th:t~ee weeks before the vote were unable to find that money_ 
But at the right time the leadership in both pa~ties came together 
and found both budget cuts and enhancements of fees and other 
revenues in order to offset the cqst of ' the NAFTA. I am hopeful
that we (:an do th:~ :same thing- here _ It, is the major challenqe that 
we have 'lith regard to ratifying the Uruguay Round. 

'Q: How much of a distraction, may not be the right word, but how 
much of ,:l • ___ • _ _ is the health care leqislation?' ,Is there any 

,conflict there? I mean are there any problems, for example, when' 
you look:k at new areas of revenue raising or spending cuts? Is the 
politics of not ,wanting to disturb potential allies on health care 
holding you back. ,;iJi terms of, gettinq an agreement on this 13" or 14 
billion? -" ' 

'KANTOR: Frankly, they're consistent. Those who may ,be concerned 
about he:alth care reform one way or the~other are in great support 
of the Uruguay Round, but are beginning to see the connection 
between the abil~y to grow the U.S. economy and to keep our 
recovery qoing arid. the reform of our health care system, Which keeps 
us compe:titive. 
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: lond. the Rol.nd will be supported by both pOlitical parties; 
:~brefore it ~ill add to the bipartisan spirit of the Congress 


I' zlbceed t 4)warC:;s. approving health care reform. Those two f 

i~c#!te toget~er .:;and make it a positive situation with regard 

belling con:sJ.dered at the same time. 

:1. . ";il " 

:llRather a d~rect question/ could you handicap the chances of 

p~ sage.of the. Uuu9uay Round? 


~' TOR: I don'tit do that·. I think there is a growing recognition in, 
;pd h parties that the Round is not only critical to the growth of 
Ie: economy al!id in creating high skilled; jobs in the united states 
j~lilt is as imp9.rtant to spur global growth and help with the recovery. 
! ~: Europe" as:!well as in Japan. And it will also create tremendous
Ip . fid:nce in;'bo~h the developing countries and~h7 . . . 
; n ly-J.ndustr~all.2:ed countries and all of our abJ.lJ.t1es to contJ.nue 

pur,sue;, a mo,re 'epen trading policy. We are convinced that these 
tors are making for strong majorities in both parties convinced 
t the Roun<l! is effective for those purposes. 

:~ 
.; ~ 

Do YCIU ex~ect to take any heat while you're here this week? 
r the impot,tallce of getting this thing ratified this year? 

'j: 

K TOR: J:'m h~ping. to convince others they should do the same; 
~, e movE!d qu~te strongly. This. President has been the world· 
:thterms of' t:r:ad'e. He re-engaged the Uruguay Round j it was his 
:t t we ~~hould have a market access agreement .in Tokyo. He . 
~ ressively ~ought out world leaders in the last two weeks of the' 
;n ,. gotiat:ions last year I as you recall/ right before December 15, in 
joxtder ~o, comp,:17tE~ th7 Round. He I s made: it clear he I s going to. seek 
!a~d obta:Ln rat~fJ.catJ.on of the round thJ.s year:- And we're hopl.ng 
:tde Europeans:; cap overcome their difficulties I that they I re having 
irJJght nmi in terms of the Court of Justice and the concerns over how 
:~iti is to be r~tifled procedurally, and that others· will follow.
I~sllit. I don I ~ tnJ..nk anyone need worry about this President who led 
:;t~e figh't fori: the North American Free Trade Agreement against 
:'oRPositi'::>n in::his own party, and who was successful in bringing ~ll 
ljtile majo:~~lea~uers of Asii!- together f<?r, the Asian-Pacific Economic 
':c<ioperatJ.on Forum, and bUl.lt a trade J.nvestment framework around 
i~t.i·at/ who re-~ngaged and led the struggle to finally come to a 
'i C nclusion in1! the Uruguay Round after' seven-and-one-half years of 
;P. in and blooa 'and sweat and tears. He was able to work with our 
~E~ropean coun~erparts to reach the largest government procurement 
jatreement in ~o~d history' on April 15. We've reached' more 
:atreements wfth ·.:Japan in opening sectors from July 1993, until May 
jl,94/ a key p~ri;O,d of time in American history or Japanese history. 
iN. one need w?;);rr~y about this President',s commitment to opening '. 

:;markets and 9)'0\iiii;hg 

:~ ll" 

i~ Jl1 ;: 


if 1: 


h'! ~~ 

'IiI ~:,. 

more and more world trade. 

http:c<ioperatJ.on
http:rat~fJ.catJ.on
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Q: Do you expect to have any serious discussions on some of the new 
areas or on some of the service sector areas, which were not covered 
by the Ul~uguay Round? Aircraft discussions perhaps? 

KANTOR: ~{,hey' re ongoing. Shipbuilding discussions are ongoing. 
Telecommunications., There are a number of discussions that are 
ongoing. Yes; .we will continue to do that. We've already had some 
as you know. They are difficult areas. They always have been. But 
I am confident thalt ther.e is, with this growing realization,' that 
technolocJY and glObal growth and macroeconomic .policies and the need 
to b~ild markets outside of our own economies is so strong, that 
everyone will put aside their narrow differences and begin to 
cooperatl~. as we did during the Uruguay Round discussions in order to 
reach thl!se agreeTQents .. 1'm not discouraged at all. I'm very
hopeful . 

. Q:Oo yO'll see any need to renegotiate the bilateral commercial 
aircraft subsidy agreement, as some'in ~urope have called for? 

KANTOR: :No.. That is supposed: to be multi-Iateralized, as you know, 

.under th:e agreement. 


Q:What's the lik.elihood that's going to happen? 

'KANTOR: Well, you might ask the Europeans. 

Q: A couple of questions about the WTO. I don't know if the U.S. 

has made-public wljo they favor to lead the organization. 


KANTOR: We haven'.t. 

Q: Any idea of when you may come up behind somebody, can you give us 
some indication? 

KANTOR: We'll talk to all those who are interested, we'll listen 
carefully, and we'll talk to our allies, friends, tradinqpartners, 
and colleagues. At the appropriate time we'll come to a consensus 
as to who that s~~uld be. 

Q: For the united States, could the time frame be the autuM? 

KANTOR: It's like love, .we'll know it when we see it. 

i, 
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11 ~o you think' Mr. Salinas might make a good Director General of 
'l ?
"el WTO •. 
:; I , 
, : OR: There are a number of people. President Salinas is one of 
~:~·mostimpor~ant world leaders of this generation. He has done a 
:9!hificent jo~' in Mexico. There are a number of people who are 

': a;lified to take over the World Trade Organization. They have 
: jiOr shoes to ft'il:il in the departure of Peter Sutherland, who did a;, J'ificent j.o~ iii,; shepherding 'th,e Round in those last critical . 

:, . hs .. But, ~'um.r· one, I don't know if President Salinas has made 
': l'11. candidacy f:orJ.tf!a.1 or not -- I've only heard rumors as you have. 
:n!ber two, I ~on't who else might be available for that job• 

.. 'er three,qbviously we're going to consult with our trading 
:~ ; ners, as to :,their views before we make any' decision. 

l 

l 


hat is on the. ,C1lgenda of Mr. Brittan now that agreement on the 
tanding issue from the Marrakesh mee;ting--p~ocurement--was 
hed? 

OR: We wilx ta'lk' about telecom to some degree. We will talk 
'~. taudiovisu,al to some degree. We will talk about the site of 
:hcii, new W'TO. ~e will talk about the various people who ha'(e beene 
\r:::r::n: J::::::::C::i~::~i:: :::r~~Y reason to believe
i~fe might be" sGl\1fe progress in the near future? , 
,; iTOR: I am n9t sure when we will make progr.ess. I am sure. we 
:,i~l.I don't!, ex-pect any agreements to be reached here for a number:f ~ireasons; 
:n~bility to 
,a:' rakesh to 

J - ; 

~; 1 
!; ; . 

; So the s1tei for the WTO is Geneva? It isn't the "slam-dunk" the 
people thi~k it is. 

TOR: We'll $ee, Geneva has made a proposal; there's another 
, : r,: posal on ttii! t:~le from Germany. 
Ii Ii." r ''\ 

:. ' ­

Stockholm.-.-.. ? 
" :: 

TOR. 'I have! no.t seen that one. Everybody has a self interest. 
:'~ I will be ;talking to Sir Leon about that as well, as well as to 
:'~ister Longuet about that, and to Roy McLaren and a number of 
"ler people, ,jus,t to get their views. 
I l , 

i , I it 

ll: 
, j 
, 1 'j 

j 

11 

not tae least which is just the presu; of time and the 
cp,t out a substantial amount of tim.e as we had in 
r~a lly get into great deta i 1 . 

;: 

;: 
j, 

"j \ 
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oes the U.S. have a favorite person?' 
,; 

OR: NCI.We just want to see what others' reactions are. I 
k the GeneVa proposal is quite a generous one as is the Bonn 
osal. We ~ant to look at both . 

., 
." 

l.
l' 

is the ~en@va proposal better than the status quo?
I: '. 

TOR: WE:!!l, ~it,out going into detail, ,there are a nuJl\l:)er of 
. h ngs that halve 'IDe en offered that are hel}:lful in terms of the 
:~r'getary con~~dar:ations and the physical site availability and so 
I • 

i ; i ' 
j ! ; ~ 

:, As 10m; as 11We'are on the WTO, can you' say something a~out China, 
its prosp~cts.for joining the WTO? 

r
TOR: It's \lip 17:0 China. We and others' have made it very clear 
t China haS obligations to meet the standards established under 

Uruguay Round', including items such as national treatment, 
'p otection of;: in~ellectual property and market access and a number
/0. other. area~: We have worked v7ry hard witl; the Cl;inese to be . 
ih. Ipful .In th~Hr attempted. acceSS.lon.. There .lS a Ch.lnese delegatl.on 

'ii. Washin.gton:; now, as we are speaking, working with USTR personnel 
la d atteniptin,gto address those issues.. But as I say it's up to the

;! ,inese; they!: a~ in control of their ability to change law 
;p'ocedure!s, r)egulations, or enforcement, in order to meet the 

, 1 r' levant staritiards. • 
" ' /: 

We: should probably wind up. 
;:1 
i ~ 

could I j~st ~sk.you one question about the high glucose corn 
~ s rup di:;put~ wiith Mexico and just to know if you had any contact 
i :. th youi:- op~os:i5te number in Mexico on this. 

:. 

'les·r 
~i 
t 

Has i·t gi'!ien:.you an assurance that no agreement exists between 
.overnme'nt a~d .~dustry?

t . :.... 
I. ' ­

TOR: 'There ~s been a lot of discussion. We are not completely 
atisfied t~t~,ere is not an' agreement. I will see Jaime Serra 

. uche here, !~md ~that will be part of our discussion.
i '.: I I;" 

.! ! 

,;. You m,ean!:it's not an agreement, there is not ... 
. ~ " 
:; TOR:JWe cfre'<j;lot completely satisfied that there's not an
• i ; greemerlt ot: uncerstanding or some relationship there between 

I j ,. 
" 
1·,! .. 

:!;! l' 
'. 

; r : 
; i 

I , 
. .~. ;..

Ie' . 
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en wtll y~u be seeing him? 

- r 
It's o~ We~nesday at 10:30. 

!i 

l'


I ha~e got the schedule. 
H 

OR: I thin* it's wednesday at 10:30. Please don't quote me on 
I thinkj!tlJ;t/sright. 

" 	 ~ ,~ 
'0 ZAT1'O: We ""~lr:;,'be 'over at the OECD, so if you need anything, you 

: a' contact m~:t~re. 
'j , , I; 
, , Ii, 
, I haVE! jUS~ one more question, if nobody else has any. I take it 

u.s. and djana"da still have a disagreement over wheat. Has that 
n resc)lved? ,,'

j! 
, 'fOR: 'the Uts. -canada trade relationship is the largest trade 
it" ,1ation betw~en any two countries in the entire world. Generally. 

, Ii, works not 8nly smoothly but perfectly. In goods alone we are 
•;1; .l~in~ ab<?utii 200 billion dol~ars a year. If only. 3 ",:0 5 percent of 
'11.. loS" l.111 dlsp,a.te at anyone tlme, that"s 6 to 10 Dl.lll.on dollars.:IT erefor'e, an\, d:ispute,no matter how rare, looks like a major 

iC nc~rn.' We hav~ had disputes in the past, like over beer, and we 
lb': ve re~;olved!! thQ,t. We have had other disputes that we have come to 

,Ie nclusions aiJ,d resolved, and we will address these disputes as 
, , 	 11. lye ha~e now concerns over wheat, over peanuts, over ... ; 

er dairy, dr"er eggs, over p.oultry, over lumber, over 
, 	 les t;axes; jithere are a number of things that we have concerns 

, , ' at we are 1iSG:.ussing . But,we will work our way throuqh it. 

j, 

ZZATTO:, Th~nk you. 
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Summary of the 
Tee,timony to the House Ways and Means Committee 


Ambassador MichaeL Kantor 

Vnited States Trade Representative' 


June 10, 1994 


INTRODUCTION 

• 	 Mr. Chalirman; thank you very much. I appreciate the 

opportlLnity to be here today to discuss with you the Uruguay 

Round ilgreement and' how it affects U. s. sovereignty. 


• .1"....\ •••. 

/ .. :~ .;, .::

• 	 The brGadest, most camprehensive trade agreement in history, . 

the Unlguay Round builds a new -- and bett.er -- foundation 
,'-, 

for thE~ glabal trading system. It contains a maj ar reduction 
or elimination of tariff and non-tariff barriers, and a new 
set of trading rules suitable for the'global econamyaswe 
approach the 2lst century. . 

• 	 The Round is a good deal for U.S. workers and companies. It, 
helps us to. create jobs, foster econamic growth, and forge a 
glabal. trading. system that is more free and fair. 

Make 	 no mistake.abaut it, this was a bipartisan effort. We 
were 	able to build on the. work of our predec:essors 
Presidi:mts Reagan and. Bush, and Trade Representatives Brock, 
Yeutter and Hills, and the steadfast, bipartisan support af: 

, '"members of Cangress fram both parties. 	 ., . .". 

The Uruguay Round both caps' off and epitomizes the Post-:­• 
World ii'lar II recard of U. S .. l,eadership and. bipartisan 
cooperi:ttion toward the goal' of more open markets and 
expandt3d trade, which has led to a half century of 
unprecedented global growth. ,We led the effort to. complete 
the Round. Now, we must lead the effort to implement the 
Round .and make it work to the benefit of all people. Failure 
to ratify the Uruguay Round would greatly undermine U.S. 
global leadership, and deny U. S. workers and businesses of" 
major economic opportunities. 

• 	 In recent weeks, however, concerns have been expressed that 
the Uruguay Round agreement and the creation of the World 
Trade Organization (WTO), may infringe ,. on U;S. sovereignty. 
This hearing today offers' an excellent occasion to clear the,~ 
air on this important and legitimate issue. 

The Clinton Administratian believes strongly in the• 
importance of vigilantly protecting and enhancing U.S. 
f.overeignty. Raising questions about J:h.is issue is proper.. 	 and helpful. We should be. concerned ~ith how trade 
agreem.ents affect U.S. sovereingty. 

1 



'.' 

or 

the public. 

e 	 Recently, I have raised strong objections to the lack 
of due process'provided in connection with the recent 
decision in the Tuna/Dolphin case. I, have written 
Peter Sutherland, the Direct~r-General of the ,GATT, and 
requested an open GATT Council meeting to conduct a 
full review of the procedural aspects of the 
proceedings and to permit non.,.gov;ernmental 
organizations to ~articipate in ~his review. 

e 	 On this. sovereignty question, : would :urge you to study 
carefully the views of a range of thoughtful commentators. 

e· 	 Professor· John Jackson, author of the landmark treatise, 
World 'i'rade and The Law ot the GATT, testified to the Senate 
FinancEl Committee: 

I 

It. is doubtful that the WTO provides any additional 
institutional power 1:0 that effectively exercised by 
the GATT, and indeed, WTO clauses provide some 
additional checks and balances against misuse of 
attthority. . . . A careful examination of the WTO' 1# 

Charter leads me to'concludetliat the WTO has no more: 
real power than that ..hi:±. existed' for' the GATT under"i 

pl~evious. agreements ... 

e· 	 Joe Cobb, former Chief Economist for the Senate Republican"!' 
Policy Committee and Minority Staff Director for the Joint 
Economic Committee. of Congress, who now holds the John M.· 
Olin chair at the Heritage Faundat.ion~' has written: 

The creation of the World Trade OrganizatJ.oo'as:a 
pE~rmanent rulemaking, assembly for nations eager to 
expand exports is-an historic -achievement ...Without 
this uniform system of international. trade law and the· 
OE~w rules in the Uruguay Round-agreement, including the 
enforcement provisions, the U.s. would find it'much 
hiarder to continue its economic progress into the 2ist 
ci:mtury . 

• " 	 Judge Robert Bork, now at-the American Enterprise Institute" 
has written: .':::,. ­

The sovereignty issue, in-particular, is merely a 
sicarecrow. Onder our constitutional system, no treaty 
.or international agreement can bind the United States 
. if it does not wish to be bound. " . Congress should be, 
, . 	reluctant ':;;:- renegee:i;;in agreement. ex~ept in serious 
cases, but that is'a matter-of'international comity and 
not a loss of sovereignty. 

i . 
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Specific Provisions in the WTO Agreement 

Article IX: Decision-Making 

• 	 ArticlE~ IX of the WTO Agreement reauires the WTO to continue~\. 

the pra;ctice of decision-making by -consensus that is ' 

current.ly followed under the GATT. This provision is 

important as the first codification of a GATT practice. 


• 	 On intElrpretations" -if. the att'empt to reach a decision- by 

consensms on the interpretation of a provision of one of the 

agreememts is unsuccessful, the, interpretation can be' '. 

adopted by a ,vote of three-fourths of:all members'(rrot 

merely those-voting).\ (Ar.ticle .'9: 2 ./of "the WTO :Agreement.)' 

The current GATT requirement is"a majorIty of:those,voting. 


'~, 	 . ,', 

• 	 On wahrers, the WTO eliminates, the possibility that nations:,:: 

could llse this, provision to "escape from their obligations ..~: 


• 	 For eXctmple, if an agreement includes a transition period or.;, 
staged implementation apd the M~mber. requesting the waiv~r j;.. 
has not: implemented the obligation, that waiver can be "'~:;;i'/ ' 
granted on.ly on the basis' of consensus. (Art,icle" 9: 3': -::,~:;;; 
footnote 4 ·of the WTO.) Thus" a~ country must- implement' these:;;.:'"'' 
provisions before it. can' seek- a' waiver. In other cases . 
under the, WTO, a waive'r"" may be. granted by a vote of' three­
fourthl3 of all Members (Artic.le 9-:'3 of the WTO). Again a,· 
higher threshold than in the' GATT'·. (GATT Article 25:5.) 

Article X: ilmendments 
,.;;~t; 

• 
 The United States must agree to substantive changes ~n our.#;::· ' ;;"'.""""',,' 

rights and obligations for.those changes to apply to' us. 
(Article 10: 3) Key provisions, such fis most- favored':':natiorr~ 
obligat.ions, amendment and, decd-Sfion-making rules can only 
made 	when all WTO members agree to them. (WTO Article 10: 2)' 
Simila:t:'ly, any changes. to the.: DSU can be made only by 
consemms with no recourse to voting.~ (WTO Article' 10 :,8.) 

, > ~ ,:.... 	 -,. ~ ~,:,~: : •• ~" '~:,7:+,r;' 
. 	 . , ..~ . ~., '" ~~..... ,•• 	 While non-substantive changes in, the ag;-eement 'cari:' oe;:·made·' 


based em a, vote of" two-thirds of the members~ there'must 

a~prio:r." vote.~o·f:~hree-four.thS··of"'t.g.e members tH'at'tn.'is 

change does n9taffect,substantive"right"S"arid~obliga'

(Article 10:5).. :'., ..--..... 	 -:~.:;L:·:. 

DISl?UTE SET'rLEKENT l?ROCESS. .. ':). ,." -- -~ . 
',~ ).... " .. 

The Uruguay Round agreement -;;reate's' an" improved dispute 
settlement system that wilr:'significantly enhailce our' 
ability tq. entorce U. S. rigl.its u~der that agreement-:' .. : 
Improvements include stringent time limits on each stage.o 
the process, improved transparency, anew right of'appeal, 

http:Artic.le
http:current.ly
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market ~;uch as ours. 

• 	 The Administration will use WTO-dispute sattlement in the 
many caf3es that we bring to enforce our rights under the 
Uruguay Round agreements. In other ar~as, we.' will continue 
to exercise our right to act unilat~rally under section 301 
and to choose whether to implement dispute settlement ~" .~;" ... 
recommendations. 

u. s. 	TRADE L.l\.WS PRESERVED INTACT 

• 	 .. The Uruquay Round will.not impair the ef£ective enforcement 
of U. S. trade laws, especially Sec,tion" 30L.and our " 
antidumping and countervailing- duties :'l.aws. Our trade laws 
will continue to' be our most. important and effective 
responsl: to dumping and subsidies that: ,injure u.s. 
industries. 

• 	 As a result of the Uruguay Round agreements, Section 301 
will.be even more effective than it has been in.past in 
addressing foreign' unfair trade barriers. We have an 
improved dispute sett'lement system with tight time periods, fe­

for action" panel reports that, cannot be' blocked-by one 
party and the right of -cross-sectoraL'retaliation. 
changes- corr~ct deficiencies in::the ..old"system and mean 
when we' bring a successful" challenge; we· will have thl; ­
leverage to insist that the offending'government remedy i 
violations~ . . ' 

" '.. ­

Furthermore, the' Uruguay Rbund agreements': will. substantiall 
enhance the ability· of' the United' States:, to, use,,: Section 30L. 
successfully to pursue unfair foreign practices in. the areas::' 
of' trade in'services and the protection,of intellectual 
property" 'rights. Tnese areas will be subject .to the,. 
disciplines. of a multilateral trade·agreement 
time an.d the DSU permits "cross-retaliation." 
when the United States successfully challeng~s.a violati9.B.li 
of the TRIPs Agreement', the defending government will know" 
that unless the matter is resolved the, United States 
take eqUivalent counter-action, under Section, 3'01 ag~i:rist 

.' 
that ,cc'UntrY' s."~e~0r.~s o:~. ;:o.0~:.~~ ..~he Uni.ted. S,tates... 


I - - -, ~ •• -- - .; .:~r: s':: s :"/ t:: ;-L..:; .J iB::: j. 

Some coimtrie's' 'have tried . to claim that. theWTO will 

restric;t .the' ability or'the United States to, use Sect-ion 
301. 1~hey base this claim on :the requi;rement in,·the DSU 
that 'a '~EOuntry must"have recourse ':to:",the·.~its 1<I:11les and 
procedures when its seeks to redre,ss a violation C)f ... ~}:,:e 
There is, however, absolutely no basis for such a claim. 
Since 1979, Section 301 has contained: the requirement_~ha;~J' 
the Trilde Representative resort to the dispute settlement 
provisioris 6f the GATT if a Section 301 investigation 
involvE~d a GATT agreement. Furthermore, the Trade 

http:violati9.B.li
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abilit1r to create high wage jobs, ~s linked to our ability 
to open markets and expand trade. :'he Uruguay Round makes 
trade ct two-way street, while fost:ering growth here at home, 
and arcmnd the world. 

.. 	 From time 'to time, we will get int:o disputes with other 
countries. They will challenge our trade practices and we 
will challenge 'theirs. But that does not mean we lose our 
sovereignty. It does mean that we need a strong, effective 
and fair dispute settlement process. 

• 	 We must: ask ourselves this question: Will we engage in the" 
world, or will we withdraw behind 'Nalls of fear? Rejecting. 
the Unlguay Round would end fifty years of the United States,:, 
leadin~J global growth through expanded trade, and deprive:; 
U.S. w(:)rkers and companies of vast: economic opportunities. 
Embracing the Round means the United S,tates leads the world. 
on a pc'lth of increased prosperity into the next century. And 
the nations that join the WTO -- especially the United 
States -- will reap the benefits cf the global ~conomy, 
without: losing sovereignty. Thank you very much. 

o. 


9' 




Testimony to the Senate Commerce Committee 
Ambassador Michael Kantor 

. United States Trade Representative 
June 16, 1994 ' 

THE BENEFITS OF THE URUGUAY ROUND 

INTRODUCTION 

Mr. Chairman, thank you very much.' I appreciate the opportunity to be here today to 
discuss with yml the Uruguay Round agreement and how it will benefit U.S. com merGe. 

Mr. Chairman, last December in Geneva, the United States, took the lead in completing the 
Uruguay Round,. bringing seven years of negotiations to a successful conclusion. On April 
15th, 111 nations signed the agreement, paving the way for vitally needed global economic 
growth. ' 

The broadest, most comprehensive trade agreement in history, the Uruguay Round builds a 
new -- and better -- foundation for the global trading system. It contains major reductions or 
elimination of t.'iriff and non-cariff barriers, and a new\ set of trading rules suitable for the 
global economy as we approach the 21st century. These rules aid key sectors of our 
economy that are growing and becoming more important for U.S. competitiveness. 
The Round will cut foreign tariffs on manu fadu red products 'by over one third, the largest 
reduction in history. The Round will greatly expand export opportunities for U.S. 
agricultural products by reducing use of export subsidies and: by limiting the ability of 
foreign governments to block exports through tariffs, quOiaS,: subsidies, and a variety of 
other domestic policies and regulations. 

In addition, the Uruguay Round agreement establishes rules of trade for key sectors of our 
economy that are growing and becoming more important for U.S. competitiveness. The 
iinellectual property of U.S. entrepreneurs in industries such 'as pharmaceuticals, 
entertainment atld software gain new protection against piracy in world markets. The Round 
also ensures open foreign markets for U.S. exporters of services such as accounting, 
advertising, computer services, tourism, engineering and construction. Finally, at a time that 
U.S..exports to developing countries are becoming an increasingly important area of 
economic opportunity, the Round ensures that developing countries live by the same trade 
rules. as ,developed countries and that there wiH be no free ri<;lers. 

, 

This agreement helps our largest exporters, like aerospace and computer companies, and 
benefits our fastest growing exporters, like chemical products and electronics. And it helps 
small businesses by reducing paperwork, s~mplifying or eliminating import licensing 
requirements, and harmonizing customs procedures. . 

The Uruguay Round plays to our strengths as the world's largest trading country, exporter 
and most productive economy. It opens foreign markets to an unprecedented degree at 
precisely the time when our companies and workers have honed their competitive edge. It 
will create thousands of additional high-wage, high:-skill jobs for U.S. workers in the coming 
decade. For these reasons, the Uruguay Round agreement has received broad support from 
the U.S. private sector. 
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President Clinton is gratified that this Administration had the opportunity to help conclude 
this historic agreement, but make no mistake about it, this was a bipartisan effort. We were 
able to build on the work of out predecessors Presidents Reagan and Bush, and Trade 
Representatives Brock, YeutleC and Hills, and the steadfast, bipartisan support of members of 
Congress from both parties. 

Indeed, the Uruguay Round both caps off and epitomizes the Post-World War II record of 
U.S. leadership and bipartisan cooperation toward the goal of more open markets and 
expanded trade, which has led to a half century of unprecedented global growth. , . 

The United States led the effort to compiete the Round. Now, we must lead. the effort to 
implement the Round and make it work to the benefit of all people. Failure to ratify the 
Uruguay Round. promptly would greatly undermine U.S. global leadership, and deny U.S. 
workers and businesses of major economic opportunities. 

Careful consideration of the Agreement, the history of practice in the multilateral trading 
system, and our overall economic interests lead to the conch.1sion that acceptance of this 
Agreement is in the interest of the United States .. 

It is critical to global and U.S. economic growth that we move ahead to implement the 
results of the Uruguay Round. The Clinton Administration intends to introduce the 
legislation to inlplement the Uruguay Round, work with· the 'Congress and muster bipartisan 
support to see the Round implemented this year. The Uruguay Round agreement is 
scheduled to enter into force on January 1, 1995; as globalleaders the United States has the; 
responsibility to approve this agreement on time. The Uruguay Round agreement is 
ambitious .and far-reaching, and consequently the. implementing legislation will also be a 
major undertaking. I appreciate very much the' work that the members of this body along 
with their staffs already have done in drafting the legislation. that will implement the Round. 
I, along with others in this Administration, am committed tq reviewing the legislation in as 
much depth as members want. For that reason, I will now spend a few minutes describing 
some of the ways in which the Uruguay Round agreements will benefit U.S. workers, 
producers and consumers. 

INDUSTRIAL MARKET ACCESS 

The United States achieved substantially all of its major objeCtives in the industrial goods 
market access flegotiations. As a result, increased market access opportunities will be 
available to U.S. exporters of industrial goods. 

Key provisions of the market access for goods agreement include: 

-- Expanded market access for U.S. exporters through tariff reductions secured from 
countries which represent approximately 85 perc~nt of world trade; . 

-- The elimination of tariffs in major industrial markets, and significantly reduced or 
eliminated tariffs in many developing markets, in the following areas: 
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Construction Equipment, Agricultural Equipment, Medical Equipment, Steel, Beer, 
Distilled Spirits, Phannaceuticals, Paper, Toys,and Furniture; 

-- Deep cuts ranging from 50 to toO percent on important electronics items (semiconductors, 
computer parts, semiconductor manufacturing equipment) and on scientific equipment by 
major U. S. trading partners; , 

-- Harmonization of tariffs by developed and major developing countries in the chemical 
sector at very low rates (0, 5.5 and 6.5 percent); and 

--	 Vastly increased scope of tlriff bindings at reasonable levels from developing countries, 
( 	which will ensure predictability and certainty for traders in determining the amount of duty 

that will be assf~~sed. ' 

'\ 	 In general, most tariff reductions will be implemented in equal annual increments over 5 
years. Some tariffs, particularly in sectors where duties will fall to zero, such as 
pharmaceuticals, will be eliminated when the agreement enters into force. Other tariffs, in 
sensitive sectors for the United States, will be phased-in over ,a. period of up to ten years. ' 

AGRICULTURE 

The Uruguay Round agreement on agriculture strengthens long-term rules for agricultural 
trade and assures the reduction of policies that distort agricultural trade. U.S. agricultural 
exports wilf benefit significantly from the reductions in export subsidies, and the market 
openings providled by the agriculture agreement. i' 

The United States was successful in its effort to develop meaningful rules and explicit 
reduction commitments in each area of the negotiations: export subsidies, domestic subsidies 
and market acc(!ss. For the first time, agricultural export subsidies and trade-distorting 
domestic farm subsidies are subject to explicit multilateral disciplines, and must be bound 
and reduced. In the area of market access, the United States was successful in achieving the 
principle of comprehensive tariffication which will lead to the removal of import quotas and 
other non-tariff import barriers. Under tariffication, protection provided by non-tariff import 
barriers is replaced 'by a tariffand minimum or current access commitments are required. 
For the first tirrle, all agricultural tariffs (including the new, tariffs resulting from' , 
tariffication) are bound and reduced. ' 

Reduction commitments will be phased in during 6 years for: developed countries and 10 
years for developing countries. Budgetary outlays for export subsidies must be reduced by 
36 percent and quantities exported with export subsidies cut by 21 percent from a 1986-90 
base period. Non-tariff import barriers such as variable levies, import bans, voluntary 
export restraints and import quotas, are subject to the taryffication requirement. For products 
subject to tariffication, current access opportunities must be maintained and. minimum access 
commitments may be required. Existing tariffs and new tariffs resulting from tariffication 
will be reduced by 36 percent on average (24 percent for developing countries) with a 
minimum reduction of 15 percent for each tariffIine item (10 percent for developing 
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countries). All tariffs will be bound. 

Trade-distorting internal fann supports must be reduced by 20 percent from 1986-88 base 
period levels, allowing credit for farm support reductions undertake)) since 1986. Direct 
payments that ate linked to prtxluction-limiting programs will not be subject to the reduction 
commitment if certain conditions are met. Domestic support programs meeting criteria 

. designed to insure that the programs have no or minimal trade" distorting or production 
effects ("green box") also are exempted from reduction commitments. Due to the farm 
support reductions contained in the 1985 and 1990 Farm Bills,. the United States already has 
met the 20 percent requirement and will not need to make additional changes to farm 

1 

programs to comply with the Uruguay Round commitments. 

Internal support measures and export subsidies that fully conform to reduction commitments 
and other criteri~l will not be subject to challenge for nine years. However, subsidized 
imports will continue to be subject to U.S. countervailing duty procedures, except for' 
domestic support. meeting the -green hox" criteria, which will be exempt from COllfltervai ling . 
duty actions for nine years. 

SANITARY AND'PHYTOSANITARY MEASURES (INCLUDING FOOD SAFETY 
STANDARDS) 

The Agreement on the Application of Sanitary and Phytosanitary ("S&P") Measures will 
guard against the use of unjustified S&P measures to keep out U;S. agncultural exports. 
S&P measures ar;e laws, regulations and other measures aimed at protecting human, animal' 
and plant life and health from risks of plant- and animal-born~ pests and diseases, and 
additives and contaminants in foods and feedstuffs. They include a wide range of measures 
such as quarantine requirements and procedures for approval of food additives or for the 
establishment of pesticide tolerances. The S&P agreement is designed tQ_distinguish 
legitimate S&P ITleasures from trade protectionist measures. For example, S&P measures 
must be based on scientific principles and not maintained withput sufficient scientific 
evidence and must be based on an assessment of the risk.to health, appropriate to the 
circumstances. 

., 
The S&P agreemc::mt safeguards U.S. animal and plant health measures and food safety 
requirements. The agreement clearly recognizes and acknowledges the sovereign right of 
each government to establish the level of protection of human; animal and plant life and 
health deemed appropriate by that government. Furthermore, the United States has a long 
history of basing its S&P measures on scientific. principles and risk assessment. 

In order to facilitate trade, the S&P agreement generally requires the use of international 
standards as a basis for S&P measures. However, each government remains free to adopt an 
S&P measure more stringent than the relevant international standard where the government 
determines that the international standard does not provide the level of protection that the 
government deems appropriate. 

Because there may often be a range of S&P measures availabl~ to achieve the same level of 



5 

protection, the agreement provides for an im'porting member:to treat another member's S&P 
measure as equivalent to its own if the exporting member shows'that its measures achieve the 

. importing member's level of protection. The agreement alsp provides for adapting S&P 
measures to the sanitary or phytosanitary characteristics of a region, in particular calling for 
recognition of pest- or disease-free areas and areas of low pest or disease prevalence. For 
example, if an exporting member can assure an importing ~ember that a particular area or 
region is free of pests or diseases of concern to the importing member, the exporting member 
should be able to trade from Ihat area. 

Finally, there are provisions for transparency of S&P measures, including public notice and 
I comment and the maintenance of inquiry points where information about S&P measures can 

be obtained. 

In the final days of the negotiations, the United States was 'able to obtain several 
improverrientsin the S&P agreement to respond to environ""ental concerns. The original 
S&P text provided that S&P measures must" ...not be maintained against available scientific 
evidence." This language was unclear and did not take account of the fact that there is often 
conflicting scientific evidence. This section of the Agreement was changed to " ... not 
maintained without sufficient scientific evidence, except as provided for in paragraph 7 of 


. Article 5." Paragraph 7 of Article 5 allows a member to provisionally adopt S&P measures 

on the basis of available pertinent information where there is insufficient relevant scientific 

evidence. . 

To clarify that no "downward harmonization:' ofS.<%~}Q~s!Jr~s i~requi~ed under the . 
agreement, the U.S. obtained an explanatory footnote to paragraph 3 of Article 3, which 
provides that a "scientific justification" is one basis for introducing or maintaining a measure 
more stringent than the relevant international standard •. The ifootnote explains that "there is a 
sci~ntific justifi(;ation if, on the basis of an examination and evaluation of available scientific 
information... , a Member determines that the relevant international standards, ... are not 
sufficient to achieve .its appropriate level, of protection." 

The United States also succeeded in obtaining changes to the' original S&P text requirement 
that members "ensure that ... measures are the least restrictive to trade, taking into account 
technical and economic feasibility." This language was unclear and could be given an ovedy 
narrow, unreasonable interpretation. The revised language requires that members ensure that 
their S&P measures are "not more trade restrictive than required to achieve their appropriate 
level ofprotecti4:>n, taking into account technical and economic feasibility." In addition, a 
footnote was inserted clarifying that a measure is not more trade testrictive than required 
unless there is another measure, reasonably available taking into account technical and 
economic feasibiility, that achieves the appropriate level of protection and is significantly less' 

. restrictive to trade. These two changes make it clear that a member is not required to adopt 
unreasonable S&P measures or to change a measure based on insignificant trade effects. 

Furthermore, we:: believe that U.S. sanitary and phytosanitary; measiJres are not more trade­
restrictive than required, taking into account technical and economic feasibility. The p.S. 
does not seek thtough its sanitary and phytosanitary measures to provide extra trade 
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protection. 

TECHNICAL HARRIERS TO TRADE 

The Agreement on Technical Barriers to Trade (TB1) improves the rules regarding standards 
and technical regulations. In particular, the agreement provides that standards, technical 
regulations and conformity assessment proced'ur~s (e.g., testing, inspection, certification, 
quality system registration, and other procedures used todeterinine conformance to a 
technical regulation or standard) are not discriminatory or ot~erwise used by governments to 
create unnecessary obstacles to trade. The Agreement improves disciplines concerning the 
acceptance of results of conformity assessment procedures by; another country and enhances 
the ability ofa foreign-based laboratory or firm to gain recognition under another country's 
laboratory accreditation, inspection or quality system registration scheme. The Agreement 
includes a process f9r the exchaflge of information, including the ability to comment on ' 
proposed standards-related measures made by other WTO Members and a central point of 
contact for routine requests for information on existing requirements. Furthermore, unlike 
the existingTBT Code every country that is a Member of the new WTO will be required to 
implement the newTBT Agreement. 

. The new TBT Agreement ensures that each country has the right to establish and maintain 
standards and tec:hnical regulations at its chosen level of proteCtion for human, animal and 
plant life and health and of the environment, and for prevention against deceptive practices. 
The Agreement generally requires the use by gov~rnments of international standards, when 
these are effective and appropriate. At the same time it provides that the general obligation 
to use internatior'lal standards will not result in downward harmonization. 

TEXTILES AND CLOTIlING 

The textile and apparel sector had always been a critical one in this Round. The 
Administration was insistent on five key goals: 1) that in light of the phase~out of the Multi- .. 
Fiber Arrangement (MFA), that tariff cuts in this sector be held to ,a minimum; 2) that the 
phase-out of the MFA occur in a gradual manner that would permit our industry to adjust 
over time to the ,::hanges in the trading system; 3) thaJ foreign ,markets be opened to U.S. 
textile and clothing exports for the benefit of U.S. workers; 4) that the U.S. retain control 
over which products would be integrated into the GAIT at each stage of the phase-out 
period; and 5) that strong safeguards be included in order to provide protection in the event 
of damaging surges in imports during the phase-out period. ' 

. We beli~ve we have done very well in achieving those gOOls. While some in' the sector had 
favored a 15-year phase-out of the MFA, we believe the lO-year period and the manner in 
which the phase-out is structured will give us ample tools to ensure a smooth transition. No 
limitations were placed on our right to make our own decisions about which products would 
be integrated at any given stage of the phase-out. This will ensure that the Administration 
can take into account the sensitivity of any given item in determining when quotas would be 
removed from that product in order to integrate it into the GAIT. 
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In addition, the agreement includes strong safeguards that will allow us to take action against 
any import surges that might occur during the phase-out period. 

In the area of tariffs, in recognition of the fact that the MFA will be phased out, the 
Administration tesisted EC demands to cut all our peak tariffs by 50 percent. In fact, while 
the average U.S. tariff cut on all industrial items is 34 percent, the U.S. offer .reduces textile 
and clothing tariJfs by less than 12 percent overall. Particularly sensitive products rece~ved 
an even lower cut. 

We also fought hard for Commitments to open markets abroad for U.S. textile and apparel 
products. While we made very substantial progress in opening markets in most countries, 
we refused to close on inadequate offers -- notably those of India and Pakistan-- and are 
working vigorously to secure improved offers from these and other countries. We also 
ensured that non-WTO members, such as China, would not receive the benefit of the MFA 
phase-out until they become members of the WTO. 

ANTIDUMPING 

The U.S. objectives in the Uruguay Round antidumping neg~tiations were to improve 
transparency and due process in antidumping proceedings, develop disciplines on 
diversionary dumping, and ensure that the antidumping rules continue to provide an effective 
tool to combat injurious dumping. The Agreement substantially achieves these objectives. 

Among the most important aspects of the new Agreement are: 
. 	 I 

o 	 Addition of an explicit standard of review that will make it more difficult for dispute 
settlement panels to second-guess U.S. antidumping dete~minations; 

o 	 Removal of the anti-circumvention provision which would have weakened existing U.S. 
anti-circumv,erition law; 

o 	 Modification of a rigid sunset provision that would have~required near-automatic 
termination of antidumping orders after five years; . 

o 	 Addition of ~!xpress authorization for the lTC's practice of "cumulating" imports from 
different countries in determining injury to a domestic industry; 

o 	 Improvements in the standing provisions that protect .the rights of unions and workers to 
file and support antidumping petitions and that clarify the degree of/support required for 
initiating an :investigation. 

There are other important aspects of the final Antidumping Agreement that make it a good 
agreement for the United States. One such aspect is the transparency and due process 
requirements proposed by the United States at the beginning of the Uruguay Round and 
accepted in their ,entirety. For example, the Agreement requires investigating authorities to 
provide public notice and written explanations of their actions. These new requirements 
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should benefit U.S. exporters by improving the fairness of other countries' antidumping 
regImes. 

The Agreement c:Uso incorporates important aspects of U.S. antidumping practice not 
previously recognized under the 1979 Antidumping Code. These fundamental aspects of 
U.S. antidumping practice are now immune from GAIT challenge. For example, the 
agreement expre5:sly authorizes the International Trade Commission's "cumulation" practice 
of collectively assessing injury due to imports from several different countries and the 
Department of Commerce's praCtice of disregarding below-cost sales, if they are substantial, 
in determining fair value for export sales. 

/ 

The Antidumping Agreement will require some changes in eXIsting u.s. antidumping law. 
I 

These changes, however, will not jeopardize our ability to combat unfair trade practices. 
Many of these chailges are the result of the much greater detail' in the new Agreement 
concerning the methodology investigating authorities may apply in conducting antidumping 
investigations. These methodological definitions will add valued predictability to all 
antidumping practices and protect conforming U.S. practices from GAIT ·challenge. 

SUBSIDIES AM) COUNTERVAILING MEASURES 

The Subsidies Agreement establishes clearer rules and stronger disciplines in the subsidies 
area while also making certain subsidies non-actionable, provided they are subject to 
conditions design(~ to limit distorting effects. The Agreement creates three categories of 
subsidies and remedies: (1) prohibited subsidies; (2) subsidies which are ,actionable if they 
cause adverse trade ef(ects;. and (3) subsidies which are non-actionable if they are structured 
according to critelia intended to limit their potential for distortion. . 

The Agreement pi"ohibits export subsidies, including de facto export subsidies, and subsidies 
contingent upon the use of local content. It also eStablishes a presumption of serious 
prejudice. in situations where the total ad valorem subsidization of a product exceeds 5 
percent, or when subsidies are provided for debt forgiveness or to cover operating losses. 

Subject to specific, limiting criteria, the Agreement gtakes thr~ types of subsidies non- . 
actionable. Goveinment assistance for regional development is non-actionable to the extent 
that the assistance is provided within regions that are determined to be disadvantaged on the 
basis of neutral and objective criteria and the assistance is not targeted to a specific industry 
or group of recipients witl)in eligible regions. Government assistance to meet environmental 
requirements is non-actionable to the extent that it is limited to: a one-time measure equivalent 
to not more than 20 percent of the costs of adapting 'existing facilities to new standards and 
does not cover any manufacturing cost savings which may be ~chieved. 

Government assist.mce for industrial research and development is non-actionable if the 
assistance for "industrial research" is. limited to 75 percent of eligible research costs and the 
assistance for "pre-competitive development activity" (through the creation of the first, non­
commercial prototype) is limited to 50 percent of eligible costs. We successfully negotiated 
changes to the original R&D criteria so that they provided protection to our existing 
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technology programs while ensuring that development or production support provided by 
other countries is not protected. The Administration intends 

I 

to scrutinize strictly all claims 
of entitlement- by other countries to protection under this provision. We also intend to use . 
the review of the provision which will occur 18 months after implementation of the Uruguay 
Round agreement to ensure the provision has not been abused. We are convinced that under 
this provision the United States will be able to continue to cooperate with industry to develop 
the technologies of tomorrow without the threat of countervailing duty actions, while 
ensuring that other countries cannot provide development or production subsidies free from 
such actions. 

Both the non-actionable subsidy provisions and the provision~ establishing a rebuttable 
presumption of serious prejudice will expire automatically 5 years after the entry into force 
of the agreement, . unless all wro members decide, to continue them in current or modified 
form. In other 'words, we have a veto. If we are dissatisfied with how the non-actionable 
provisions have been appliedy we will not agree to their continuation., ' 

The Agreement also makes countervailing duty rules more pr~ise, and in many cases 
reflects U.S. practice and methodologies. For example, for tpe first time, GAIT rules will 
explicitly recognize U.S. "benefit-to-the-recipient" standard. In addition, the Agreement 
imposes multilateral subsidy disciplines on developing countries. Although subject to certain 
derogations, aframework has been established for the gradual elimination of export subsidies 
and local content subsidies maintained by developing countries. 

TRADE-RELATED INTELLECTUAL PROPERTY RIGHTS 

Trade in U.S. goods and services protected by intellectual property rights reflects a 
consistent trade surplus .. For example, U.S. copyright industries--movies, computer 
software, and sound recordings--are consistently top U.S. export earners. 
U.S. semiconductors are found in the computers and appliances we all use each day. U.S. 
pharmaceutical ci)mpanies are among the most innovative, and our exports of these important 
products have been growing. Strengthened protection of intellectual property rights and 
enforcement of those rights as provided in the TRIPs agreeme'nt will enhance U.S. 
competitiveness, encourage creative activity, and expand exports and the number of jobs. 

The TRIPs agreement establishes, for the first time, detailed multilateral obligations to 
provide and enfotce intellectual. property rights. The Agreement obligates aU Members to 
provide strong protection in the areas of copyrights and related rights, patents, trademarks, 
trade secrets, industrial designs, geographic indications and layout designs for integrated 
circuits. 

In the area of copyrights the text resolves some key trade problems for U.S. software, 
motion pieture and recording interests by: . 

o protecting computer programs as literary works and databases as compilations; 

o granting owners of computer programs and sound recordings the right to authorize or 
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prohibit the rental of their products; 


o 	 establishing a term of 50 years for the protection of sound recordings as well as 
requiring Members to provide protection for existing sound· recordings; and 

o 	 setting a minimum term of 50 years for the protection of. motion pictures and other 
works where companies may be the author. 

In the area of patents the Agreement resolves long-standing tra.de irritants for U.S. firms. 
Key benefits are: 

I 	 . 

o 	 product and process patents for virtually all types of inventions, including 
pharmaceuticals and agricultural/chemicals; 

o 	 . meaningful limitations on the ability to impose compulsory licensing, particularly 'on 
semiconductor technology; and 

o a patent terIlI of 20 years from the date the application is, filed; 

As for trademarks, the Agreement: 

o 	 requires trademark protection for service marks; 

o 	 enhances protection for internationally well-known marks; 

o 	 prohibits the mandatory linking of trademarks; and 

o· 	 prohibits the compulsory licensing of marks.. 

The Agreement also provides rules for the first multilaterally ~greed standards for protecting 
trade secrets, and improved protection for layout designs for integrated circuits. Provisions 
on protection for geographic indications and industrial designs are consistent with U.S. law 
and regulations. 'II 

Most importantly, countries are then obligated to provide effective enforcement of these 
standards, including meeting due process requirements and providing the remedies required 
to stop and preveilt piracy. 

While the transiti(m period for developing countries is too long and we must still work to . 	 . . 

ensure that U.S. s;ound recording and motion picture producers and performers receive 

national treatment and obtain the benefits that flow from their products, the TRIPs agreement . 

is a major step fOl'Ward in guaranteeing that all countries provioe intellectual property 

protection and derly pirates safe havens. 
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SOVEREIGNTY 


In recent weeks some have expressed concern that the Uruguay Round agreement and the 
creation of the World Trade Organization (WTO), may infringe on U.S. sovereignty. I 
would like to take a few moments to clear the air on this important and legitimate issue. 

Mr. Chairman, the Clinton Administration believes strongly in, the importance of vigilantly 
protecting and enhancing U.S. sovereignty. Raising questions about this issueis proper and 
helpful. We should be concerned with how trade agreements affect U.S. sovereignty. 

However, it is the conclusion of the Clinton Administration t~at the Uruguay Round 
agreement and the WTO do not infringe on U.S .. sovereignty.' Numerous trade experts and 
other thoughtful COmmentators from all points on the political: spectrum have agreed. In fact, 
by creating jobs and fostering economic growth in this country, the Uruguay Round 
strengthens our competitiveness, and. enhances U.S. sovereignty. 

• 	 The WTO d(}es not affect the sovereignty of the U.S. to pass its own. laws, to enforce 
existing laws, or to set its own environmental or health staildards. Only the U.S. 
Congress has the authority to change U.S. law. 

• 	 The U.S. will benefit from the new dispute settlement procedures, which will prevent 
countries froln blocking adverse panel reports. As the world's leading exporter, we need 
an effective temedy against foreign unfair trade barriers. The new dispute settlement 
system is precisely what Congress instructed U.S. negotiators to obtain. 

• 	 The WTO will continue the GATT tradition of operating by consensus. The substantive 
provisions of the WTO can be amended only by consensus., No change in the 
substantive rights and obligations of the U.S. can occur unless the U.S. agrees to accept 
it. 

• 	 The U.S. will continue to be able to use Section 301, anti~umping and countervailing 
duty laws to ilddress unfair trade practices and enforce our rights. The Administration is 
committed to continue to open markets for U.S. goods and services abroad. 

U.S. TRADE LAWS PRESERVED INTACT 

The Uruguay Round will npt impair the effective enforcement of U.S. trade laws, especially 
Section 301 and our antidumping and countervailing duties laws~ In particular, our trade 
laws will continue to be our most important and effective response to dumping and subsidies. 
that injure U.S. industries. 

As a result of the Uruguay Round agreements,. Section 301 will be even more effective than 
it has been in past in addressing foreign unfair trade barriers. We have an improved dispute 
settlement system with tight time periods for action, panel repO,rtsthat cannot be blocked by 
one party and the right of cross-sectoral retaliation. These chang~scorrect deficiencies in the 
old system and mean that when we bring a successful challenge, we will have the leverage to 

, . 
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insist that the offending government remedy its violations. 

Furthermore, the Uruguay RouDd agreements wiJI substantially enhance the ability of the 
United States to use Section 301 successfully to pursue unfair foreign practices in the areas 
of trade in services and the protection of intellectual property rights. These ~eas will be 
subj(!ct to the disciplines of a muitilateral trade agreement for :the first time and the DSU 
permits "cross-retaliation. It For" example, w~en the United States successfully challenges a 
violation of the TRIPs Agrer:ment, the defending government will know that unless the 
matter is resolved the United States can take equivalent counter'-action under Seytion 301 
against that country's exports of goods to the United States. : 

Some countries have even tried to claim that the WTO will restrict the ability of the United 
States to use Section 301 because it requires a member to abide by the DSU rules and 
procedures when it· seeks to redress a violation of the WTO. There is however absolutely no 
basis for such a daim. Since 1979 Section 301 has required the Trade Representative to 
resort to the dispute settlement provisions of the GA TI if a seCtion 301 investigation' 
i~volved a GATt' agreement. The DSU will therefore make no changes in the way the 
United States conducts Section 301 investigations. 

Section 301 will also remain fully available to address unfair practices that are not covered 
by the WTO or GATI or that are committed by non-WTO members. As in the past, such 
investigations will not involve recourse to multilateral dispute settlement procedures. 
Moreover, the mc!r,e fact that the Uruguay Round. agreements t;reat a particular subject matter 
-- such as intellectual property rights -.,. does not mean that the Trade Representative must 
initiate DSU proceedings in every Section 301 investigation involving that subject matter . In 
the event that the actions of the foreign government in question fall outside the disciplines of 
those agreements, the Section 301 investigation would proceed' without recourse to DSU 
procedures. 

There is no basis for concern that the Uruguay Round agreem~nts in general, or the DSU in 
particular, will make future Administrations more reluctant to apply Section 301 sanctions 
that may be inconsistent with U.S. trade obligations because s~ch sanctions could engender 
DSU-authorized counter-retaliation. Just as the Uni1f<l States may now choose to take 
Section 301 actions that are DOl GA'IT-authorized, governments that are the subject of such 
actions may choose to respond in kind. That situation will not change under the Uruguay 
Round agreements. The risk of counter-retaliation under the GA'IT has not prevented the 
United States from taking \lnauthorized actions in connection with such matters as . 
semiconductors, pharmaceutical, beer, and hormone-treated beef. \ 

CONCLUSION 

We live in an inte:rclependent world with a globalized economy_ Trade now represents over a 
quarter of our economy. In 1992, over 7 million workers in the U.S. owed their jobs to 
merchandise exports, and an additional 3.5 minion owed their jobs to exports of services. On 
average, every billion dollars of merchandise trade exports results in 16-17 thousand new ( 
jobs here at home; jobs that pay, on average, 17 percent higher' than the U _S. average wage. 
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As a 'mature economy, our future growth, and our ability to create high wage jobs, is linked 
to our ability to open markets and expand trade. We must continue to reduce trade barriers 
in our historic trading partners such as Europe and Japan, and we must open markets and 
expand trade in dynamic emerging economies in Asia and Latin America. The Uruguay 
Round creates a foundation for doing that. It makes trade a ~wo-way stre!!t, while fostering 
growth here at home, and around the world. ' 

From time to time, we will get into disputes with other countries. They will challenge our 
. trade practices and we' will challenge theirs~ But that does not mean we lose our 
sovereignty. It does mean that we need a strong, effective and fair dispute settlement 
process. 

We must ask ourselves this question: Will we engage in the [world, or will we withdraw 
behind walls of fear? Rejecting the Uruguay Round would. e,-.d fifty years of the United 
States leading. global growth through expanded trade, and deprive U.S. workers and . 
companies of vast economic opportunities. Embracing the Round. means the United States 
leads the world on a· path of increased prosperity into the next century. And. the nations that 
join the WTO -- especially the United States -- will reap the benefits of the global economy, 
without losing sovereignty. Thank you very much. 
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Statement to the House Ways and Means Committee 
Ambassador Michael Kantor 

July 14, 1994 i ' 

THE IMPORTANCE OF THE URUGUAY ROUND 

Mr. Chairman, it is a pleasure to appear before you today. I 
appreciate the hard work you, your staff and the other members of 
this committ'8e have done in the,. last several weeks to prepare the 
implementing legislat'ion for the Uruguay Rou,nd agreement. All of 
the members of this committee, along with Y9,ur staffs, have 
worked with lnyself and the staff at USTR with grace, good humor 
and an extraordinary leyel of bipartisan cooperation on this. 
issue. We appreciate it. very much and look forward to working 
with you in 1:he next few weeks.· ; : . . 

I 

The Fast Track process reflects the great t~adition of the 
balance of powers in our Constitution. International commerce is 
within the province. of 'the Congress, while ~preign affairs are 
within the province of the Executive Branch.· The Fast Track 
process ensuj~es that we maintain. that balance. . 

It ensures that the Executive Branch is held accountable for its 
actions in trade by the Congress, and that the two branches work 
together with the kind of bipartisan cooperi:ttion we have 
experienced with this Committee in the last. few weeks. 

We should'all be pleased with the progress we have made so far in' 
. the Subcommittee on Trade drafting the legislation and 

identifying imd resolving problem areas. Now, it, is .,_time to move 

into the full committee tc;> resolve the remaining issues, and 

complete the drafting as we look forward to· introducing the 

legislation c:lnd voting on it. later this yea±-o . 


I 

I am aware OlE the other important items before this committee, 
particularly health care. That is a difficult schedule to 
complete, and makes me all the more gratefu~:forthe hard work 
that has beer'l accomplished so far . But we must work together and 
move forward. . 

, I 

It is our reflponsibility as the world's largest economy, and' 
largest trading nation, to implement the ROtf~d as quickly as 
possible. Whenever .1 speak to one of my counterparts in another 
country, the first question I am asked is, 'rWhen will the United 
States implenlent the Round? II The whole world: is waiting to follow 
our lead. ' ',' 

The United Seates led the Uruguay Round effort from the start. It 
was begun by President Reagan, negotiated by: President Bush, and 
completed by President Clinton. Failure to implement the Round on 
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time would greatly diminish U.S. global leadership and~ffect the 
global econonly. At the same time, the Administration is asking 
for Fast Trac~k authority so that we can continue the momentum of 
Uruguay Round and open new markets around tHe globe. 

, , 

In the afternlath of World War II, the United 'States led the world 
on a path of increased interdependence and ,trade expansion. We 
made a decision to engage in the world, and not withdraw as we 
did after Wo:tld War I or repeat the disastrous mistake of the 
Smoot-Hawley Act. We led in the creation of international 
institutions that fostered growth and stability and met the 
challenges of those times. Institutions such as the GATT lowered 
trade barriers and wrote rule's that led to increased trade and 
int'erdependence. A half century of global prosperity is the 
legacy of our leadership during the post,Wor:ld War II 
reconstruction, and during the Cold War. 

Senator Moynihan, in a very eloquent speech on the floor of the 
Senate on Tuesday, described the Round lias t:he culmination of 
sixty years of' American trade policy pursued with remarkable 
consistency and bipartisanship from the' time, 'of President 
Roosevelt." 

Now, in the post-Cold War era, at a time of 'tremendous changes in 
the world, the need to continue our global economic leadership is 
greater then ever. This is no time to stand on the sidelines and 
watch the global economy pass us by, and U". S. standards of living 
decline. Like our predecessors did after World War II, we must 
create the institutions that will help us meet the challenges of 
our time. ' 

The Uruguay Round is not a favor, we are doing for ~he world. It 
is in our economic interest. It will foster growth in this 
country and help us to create jobs. This is hot an abstract or 
theoretical debate. It affects the over 7 million U.s. workers 
who owe their. jobs to merchandise exports or the 3.5 million who 
owe their jobs to service exports. It affects the thousands of 
businesses that are competing and winning in. the global economy. 

W~ are the most productive and competitive nation in the world. 

From tractors to software, U.S. products .are prized around the 

globe. In the last decade, businesses around, the country have 

regained their competitive edge, and we ,are poised for a period' 

of success in the global economy. 


Five years ago, Chrysler was in desperate financial straitsj. 
today Chrysler exports Jeeps to Japan, and m1nivans to Mexico. 

I 

Not just big firms will benefit from the Round. K.D. Dids, a 
,small minority-owned South Bronx manufacturer of specialized 
clothing for dancers, has seen its exports sales grow to over 25 
percent of its total sales. Its largest orders now come from, 
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Germany, Japan and the Netherlands and its exports sales have 
. helped its employment grow from 20 to almost 40 people in the 
last two years. Lower tariffs will help these sales grow even 
faster. 

A recent article in Business Week described the great economic 
rebound in, the Midwest. Allen-Bradley Co., a 91-year-old 
manufacturing company based in Milwaukee has'built several new 
assew~ly lines for solid-state circuit boards. Sales are now 
growing at a ,43 percent compounded rate and 30 percent of Allen­
Bradl'ey's sal,es are overseas, compared with 5 percent in the mid­
1980s. Another company, Health-Mor Inc, in Cleveland makes high­
priced vacuum cleaners and sells in 42 countries. 

As we join these businesses in meeting the challenges of this new 
era, three principles will help guide us. 

The first principle is that our economic securi ty and our 
national security are now inextricably linked. 

In an increasingly interdependent world, we will engage other 
countries through trade, increased investment and finance. We 
need a global trading system that ensures all countries are 
playing by th.e same rule book. 

( 

As a result of efforts to reform their economies and embrace 
democracy, nations around the globe are exploding with growth. It 
is in the national interest of the United States to bring these 
nations into the global trading system, and ensure they play by 
the rules. 

The global economy we helped create needs our ·full participation 
to continue fC:lstering growth; and we need the international 
economy to help us create jobs and forge a prosperous and stable 
world. 

The second pr.inciple is even in a global economy, .our nation's 
economic strength begins at home. 

Opening markets and expanding trade is a critical part of a sound 
economic policy, which includes reforming education worker 
retraining, fighting crime and changing welfare, investing in 
infrastructure and technology, and insisting,that every American 
has private h.~al th care coverage which can never be taken away. 

The third principle is that the global tradiI,lg system includes 
opportunities and responsibilities for all nations. 

. . 

The global economy presents tremendous opportunities but trade 

must be a two·-way street. 
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The United States emerged from World War II with our industrial 
and technological base intact, and those of our advanced nations 
in ruins. Consequently, we dominated the world economy as no 
nation will ever dominate it again. Fully '40%' of the world"s GDP 
carne from the United States. ' 

'We could afford to help rebuild the' economies of Europe and 
Japan; it was in our interest as well as theirs for us to do so; 
history has validated the wisdom of that policy. 

We could also afford to enter into the international trading 
system, and open our market to ~he products of the world, without 
obtaining comparable commitments from others. 

But now, Europe and Japan are economic powerhouses as well. 
Countries in Latin America and Asia are exploding with growth. 
With a global economy which offers tremendous opportunities; 
trade must be a two way street. The same rules must apply to 
everyone and we all must accept certain obligations. 

For the Unit.ed, States, our foremost responsibility is to' 
implement thte Round and lay the groundwork for future trade 
agreements. 

The importance of the Uruguay Round is made clear by four points 
which reflect these three principles. 

/~ First, openhlg markets and expanding trade are critical' to our'
)

"_../ economy. 

Increased trilde is essential to our ability' to raise standards of 
living here and create high wage jobs. Once our eCQnomy was self­
contained. Now we are increasingly interdependent with the global 
economy. In 1970, the, value of trade equaled 14 percent. of our 
GDP. By 1993, that'number had doubled. A conservative estimate 
puts that fi~Jure at 36 percent in 2010. Witl';l trade an 
increasingly important part of the U.S. economy, the Uruguay 
Round is the right agreement at the right time for the United 
States. 

Every billion dollars of merchandise trade exports results iri 16­
17 thousand tlew jobs here at horne -- with higher than average 
wages. A vast, array of workers rely on exports for their 
livelihoods - - and need the Uruguay Round. I' 

Any number of examples could be cited to drive horne my point -­
but let me try this one. This Whitney Houston CD, t~e soundtrack 
of liThe Bodyguard", has sold 28 million coptes in markets around 
the world. 'Recorded music is a $31 billion dollar industry -­
not counting all the ancillary industries it 'multiplies' 
through. Last year, industry sales in the United States topped 
$10 billion, and sales in the rest of the world reached over $21 
billion.

") 4 
'.." .. 



,t 

Over 60% of that $21 billion in industry foreign sales was of 
product made by Americans. This Whitney Houston CD was made in a 
plant in Huntsville, Alabama where hundreds of worker$ guided it 
from a .single, studio recording to the product bought by 28 
million consumers the world over. Thefactbry in Huntsville 
includes sales and marketing employees, cus~omer service reps, 
sound engineers working with technical specs and laser equipment, 
technicians operating machines that mold and punch the discs, 
technicians operating machines that apply polycarbonate linings, 
disc colorists, paint mixers and silkscreeners, graphic artists' 
who make the insert cards, packers who put the discs into their 
plastic cases, boxers, loading dock operato~s, production 
coordinators, back office personnel. And I,haven't even touched 
on the pre-production and post-production stages in which U.S. . 
workers _.. our musicians, writers, mixers, studio producers, 
technical advisors, wholesale and retail sales clerks, to name a 
few, made thE:ir contribution. These are real people, and real 
jol:;>s. 

As a mature economy, the United States 'must 'open new markets to' 
foster growth. We have four percent of the world's population: 
future economic opportunities will occur in!countries with the 
other 96 percent. . 

The Uruguay Round contains the largest tariff reduction in 
history. As ,the Department of Treasury reported, this amounts to 
a $750 billion global tax cut. 

Tariff cuts a~cross the board average 40 percent. In' several 
sectors in which the U.S. is highly competitive, they are higher. 
Pharmaceutical ,tariffs go to zero with t.he ",Quad II countries 
Canada, Japan, and the European' Union., The global alTerage 
reduction is 70 percent. 

U. S exports of construction ~achinery reache,d about $4.3 billion 
in 1993. Tariff reductions will average 83 percent in this 
critical sector and go to zero in major exp~rt markets. 

Exports of medical equipment, which totaled '$8.1 billion in 1993 
will benefit from an average 70 percent cut/ and zero tariffs in 
major export markets. 

The United ,States already has among the lowest tariffs in the 
world. Now'we are ensuring that U.s. workers: and businesses 
compete on a level playing field.; 

The Uruguay Round agreement establishes rules 
, . 

of ~trade for key 
sectors of our economy that are growing and becoming more 
important for U.S. competitiveness. The intellectual property of 
U.S. entrepreneurs in industries such as pharmaceuticals, 
entertainment and software gain new protection from piracy in , 
world markets. These rules are critical because knowledge-based 
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• industries are the industries where we can expect future high­
wage/high-skill jobs. Those workers in Huntsville that help 
produce the ~Thitney Houston CD need strong rules to protect the 
production of those records. 

As an example of what can happen if we don't,have rules to 
protect intel.lectual property, I have here a number of bootlegged 
and pirated·CDs. These are unauthorized recordings that have been 
turned into CDs. These CDs I hold here include recordings of 
Crosby, Still.s, ·Nash and Young from Hungary; the Eagles from 
France, Bruce Springsteen from Italy, the' Band from Italy, and 
tne Beach Boys from Italy. The artists are not receiving any 
royalties and U.S. workers, in Huntsville OF elsewhere,are 
denied econorrlic opportunities. The Uruguay Round will help stop 
the recording'" reproduction and distribution of these CDs., This 
is what is at stake with the Uruguay Round. 

The Round reforms rules of. trade in agriculture, benefiting U.S. 
farmers. The Department of Agriculture estimates agricultural 
income could be $8.6 billion greater in 2005 ,with the Uruguay
Round. : . 

It. ensures open foreign markets for U. S.· exporters of services 
such as account,ing, advertising, computer services', tourism, 
engineering and construction. Finally, at a time that. U.S. 
exports to developing countries are becoming an increasingly 
important area of economic opportunity, the Round ensures that· 
developing countries live by the same trade 'rules as developed 
countries and that there will be no free riders. 

The benefits will be felt across the board from our largest 
exporters, like aerospace and computer companies, .1:0 our fastest 
growing exporters, like chemical products and electronics. And 
it helps small businesses by reducing paperwork, simplifying or 
eliminating import licensing requirements, and harmonizing 
customs procedures. . 

The benefits of the Round will be felt both through higher' 
standards of living and the creation of millions' of additional 
high-wage, hil3'h-skill jobs for U. S. workers in the coming decade. 
Economists es:timate that the increased trade will pump between 
$100 and $200 billion into the U.S. economy ~very year a~ter the 
Round is fully implemented. 

Critics of thl: Round have made numerous charges' about it. 
Contrary to their claims, the WTO does not adversely affect the 
sovereignty of the U.S. to pass its own laws', to enforce existing 
laws, or to Sl:t its own environmental or ,health standards. Only 
the U.S. Congress has the authority to change U.S.' law. 

I , ' 

The Uruguay Round, agreement will not require'the United States to 
adopt lower internatioJ::!.al food safety standards i will permit the' 
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United StatE~s to continue to reject food imports ,that the United· 
States considers to be unsafe; and will permit states to maintain 
stricter food safety standards than the federal government. 

New standards, sanitary and phytosanitary agreements protect the 
flow of trade against abusive rules and also clearly protect the 
right of countries, including state and local governments to set 
their own non-discriminatory levels of protection of health and 
environment. Downward harmonization is not acceptable under this 
agreement. 

The fact is, with, the economic growth that will stem from 
increased trade, with a strengthened dispute settlement process, 
and with written assurance of decision maki'ng by consensus, the 
Uruguay Round· enhances U. S. sovereignty. ' 

Second, economies are now globalized. 

Businesses start up using capital from New York, London and Bonn. 
They create a product with parts from Seoul, Buenos'Airesand 
Detroit. They insure, market, and advertise with firms based in 
Paris or Los Angeles. They try to sell their products around the 
globe and th,ey compete against other fi~s doing the same thing. 

creates a sel: of rules that' allows them to do so. 

, " . . 

This global' 4::conomy will not disappear. We must harness' these 
forces to th:: benefit of all Americans. We must ensure American 
workers are competing on a level playing field. The Uruguay Round 

' 
I 

Third, the economic growth that results from the Round will 
spread around the globe. 

Middle classE:'s will grow around the globe, with new purchasing 
power to buy U.S. goods. This will happen most strikingly in 
those countries that have .begun to reform their economies and 
embrace demoCracy. I 

As they have loosened the internal controls on their economies 
and joined the global trading system, these nations are exploding 
with growth - - and trade wi.th the United StC!:tes. 

The Asia Pacific region has the fastest growth in the world. East 
Asia is the number one export market for U.S. products. U.S. 
trans-Pacific trade was 50 percent more than our trans-Atlantic 
trade in .1992. 

Latin America is the second fastest growing economic region. 
Since 1989, U.S. exports to Latin America and the Caribbean 
increased over 50 percent and are growing at'over twice the rate 
of U.S. exports to the rest of the world, making this region our 
second fastest growing market. 
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disciplines is the bedreck ef the GATT/WTO system. In preceeding 
with China's accessien, the viability and vitality ef the 
multilateral trading regime must take precedence and China must 
be held to. the same 'rigereus standard that all new applicants to. 
the GATT/WTO will be held. By the same teken; as is the case' 
with ether applicants, we are prepared to. demonstrate the 
apprepriate flexibility. 

China, has set an ambitieus deadline fer cbmpleting the 
accessien prec1:ss. China has stated that it wants to. be an 
eriginal membe:C ef the WTO. The paceqf accessien depends, in 
large part, en' China and the cemmitments that' it is willing, to. 
undertake as an impertant member ef the multilateral trading 
system. We are net interested in setting artificial deadlines, 
we just want tl:) get it right. And, we intend: to. work intensively 
with China to. de just that. 

The United States - and certainly ethercentracting parties 
have cencerns abeut China's cemmitment to. seme basic GATT ' 

ebligatiens. Centracting party cencerns include full 
'transparency Q,f laws and regulatiens - as wel'l as uniform 

applicatien of these laws and regulations in ,the previnces 

natienal treatment, granting fereign firms trading rights and 

assuring. that ferei'gn exchange is net used' as a trade barrier. 

China must cemtnit to. the pregressive liberalizatien ef its 


. services markets, submit a schedule, en agriculture, and pretect, 
intellectual preperty rights. 

If China accedes to. the GATT/WTO en anything less than selid 
cemmercial terms, er witheut firm cemmitments to. take further 
referm measures, not enly will the United States be hurt, but eur 
partners will be ecenemically disadvantaged.;Nerwill eur geal 
ef seeing China better integrated into. the werld trade system be ' 
achieved., Therefere, in addressing China's pretecel, we intend 
to. identify each issue that needs to. be addressed, and werk te" 
achieve realistic, pragmatic selutiens. ' 

/ 

Cenclusien 

In cenclusien"while the Administratien oppeses HR 4590i it 
is strengly suppertive ef - and has put ferward a selid agenda 
fer - the imprevement ef human rights in ChiI1:a. 

As fer trade, the Administratieri prepeses to. meve ferward in 
eur efferts to. establish a mutually beneficial, reciprecal trade 
relatienship. We have an histeric eppertunity to.' expand eur 
trade relatiens with. China and to. help create'hundreds ef 
theusands ef high wage jebs here in the United States threugh 
i~creased experts. We have a great stake, net enly frem a 
glebal, strategic perspective, but also. frem ademestic 
perspective, in epening China's markets and ensuring that China 
plays by the rules. We will make every effert to. see that this 
happens. 
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These trends will continue. These two areas along with othert 

economies in transition will experience the f~stest growth in the 
world in the next decade. U.S. exports to Asia, excluding Japan 
are expected to reach $248 billion by 2010. In Latin America~ the 
figure is $232 billion. These so-called "big emerging markets" 
will experience a $971 billion increase in imports by 2010. 

These nations are poised for rapid growth at a time that the 
Uruguay Round opens their markets and binds them to international 
trading rules. 

Fourth, the Uruguay Round levels the playing field. 

I often speak of "single undertaking, II the great accomplishment 
of the Round .. The Uruguay Round brings all nations into the 
global trading system, with the full set of,rights and 
obligations 'that entails. Before the, Uruguay Round, between 27 to 
45 countries were signatories to the five codes relating to 
various barriers in the GATT. With the Uruguay Round, 123 
countries an:~ signatories for all five codes. 

We have bound the developing countries, these very same countries 
where potential growth is so great, into the global trading 
system. That eliminate.s the "free rider" problem which existed in 
the GATT. The Uruguay Round substantially reduces non-tariff 
barriers and binds them to international trade rules for the 
first time. the Round brings them into the global tf.ading system 
and creates a foundation on which to increase trade with these 
countries. 

Increased trade with these countries also supports transitions to 
democracy and. social progress. . _ 

Chairman, we face tough issues ahead t al).d many hoursMr. 
work resolVillg those concerns . Perhaps' the toughest problem 
involves establishing new Fast Track authority. We are requesting 
this authority because we need to maintain the momentum of the 
Uruguay Round and continue U.S. leadership in establishing an 
interdependent, prosperous and stable world;', 

, . 
I understand that our proposed negotiating objectives on the 
environment and workers rights have caused concern. Some believe 
that these objectives go too farj others say that they are too 
modest. We believe that these are important. issues ,which must be 
addressed as the trading system develops/ an.d that together we 
can build a broad-based consensus on how to:approach them. But 
we should not. lose sight of what is at stake in this discussion 
of fast track negotiating authority. 

We are asking for this 'authority not only for ourselves, but for 
future administrations. This Administration ,picked up the Uruguay 
Round negotiations which were begun by others, and future . 
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Administrations may do the same for negotiations begun by this 
one. It is imperative, therefore, that we gain the authority to 
negotiate, amd continue the Fast Track process which has worked 
so well in the past. We must work together; .consult with each 
other and hold each other accountable as we'continue 'to exert 
U. S. leaders:hip in the global economy. I 

The potentia,ltor economic opportunities through trade with the 
new emerging economies, . as well a"s our historic trading partners 
in Europe and Japan, are tremendous. The combination of rapid 
economic growth, population and labor ·force·growth, and the 
unleashing of their economic potential with·the transition to 
democracy and market economies will result in enormous 
opportunities for U.S. workers and companies. 

". .. . ;. ! 

The Uruguay Round lays .the groundwork for increased trade through 
the agreemen.t itself, and eventual bilateral and regional 
arrangements. All of us here today are bui!ding a foundation for 
prosperity for others in years to come. . 

I am confident that, together, we can successfully prepare the 
implementing legislation for the ~ound, establish a sensible Fast 
Track authority and face the tough challenge of fostering growth, 
creating jobs, and building a prosperous 21st century . 

. I 
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statement 
Ambassador Michael Kantor 

National Governors' Association, Meeting 
July 18, 1994 ' , 

I am 
. 

pleased to appear here today with these' Governors 
! 

in suppor't 
of the Uruguay Round. The support of. the National Governors' 
Association. was critical to the successful passage of the North 
American Free Trade Agreement and I look forward to working with 
them and, Congress to pass the Uruguay Round implementing 
legislation. 

Governors are: strong voices fOr open. markets because they are on 
the front lines of the effort to create jobs and foster growth. 
They interact. with businesses and workers daily whose success 
depends on our ability to have effective trade agreements, which 
create new markets and level the playing field. These Governors 
know the question is not whether we compete and win in the global 
economy, but how. ' 

I' 

Governors know that expanding trade is critical to our economy. 

Governors know that a vast array of workers rely on exports for 
their livelihoods -- and need the Uruguay Round. Every billion 
dollars of mE~rchandise trade exports results in 16-17 thousand 
new jobs herE! at home -- with higher than a"{erage wages. 

Governors kn<)w that we are increasingly interdependent with the 
global economy. In 1970, the value of trade equaled 14 percent of 
our GOP. By 1993, that number had doubled. A conservative 
estimate puts that figure at 36 percent in 2010. 

Governors kn()w that, as a mature econOmy,' the United- states must 
open new mar]c.ets to foster growth. We have f~:mr percent of the 
world',s population: future economic opportunities will occur in 

, countries with the other 96 percent. 

Governors know that the Uruguay Round is the right agreement at 
the right time for the United states. It iSithe largest, most 
comprehensive trade agreement in history. 

I 

The Uruguay Round contains the largest tariff reduction in 

history. As the Department of Treasury repo~ted, this amounts to 

a $750 billion glob~l tax cut. 


It establishes rules of trade ,for key secto~s of our economy that· 

are growing and becoming more important for,U.s. competitiVeness. 

And at a time that developing countries are reforming their . 

economies, embracing democracy, and are poised for rapid growth 

in the comin9 years, the Uruguay Round binds them to 

international trade rules for the first time~ 
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We are work1n9 with the Congress now to prepare the implementing 
legislation for the Uruguay Round and are comfuitted to mustering 
the bipartisan support to pass it on time. It is our 
responsibility as the world's largest economy, and larg~st 
trading nation, to implement the Round as quickly as possible. 
The rest of the world is waiting to follow our lead to build a 
new and better global trading system. 

But the Uruguay Round is not a favor we are doing for the world. 
It is in our economic interest. It will create hundreds of 
thousands of high-paying U.s. jobs and will enhance U.s. 
competitiveness. 

with the help of our nation's Governors, we will build a 
foundation for prosperity for others in years to come. Together, 
we will face -- and meet -- the tough challenge of fostering 
growth, creating jobs, and building a prosperous 21st century; 

-- 30 -­
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SUMMARY OF THE FOURTH CHINA FORUM SHOW;CHINA U.SJ TRADE 

BROADCAST TIME: 9:00AM TO lO;OOAM, MONDAY, SEPTEMBER 26,1994 

COORDINATORS: JOHN HARBAUGH, BETTY TSEU 

. . JACKIE LUO (JLUO),HUCHEN ZHANG (HCZ) 

PRODUCER: SENG HO 


. Guest: (l)Mickey Kantor, United StateB Tra.de Representative; (2) Jason Yin, Professor of 

Corporate Strategy and International Trade, Seton Hall University, New Jersey. 

OthGr 8~urceB: (l)Inecrt& from Robert Holleyman, president or l3usiness Software Alliance; (2) 


Inserts from Shen Reniran, Deputy Chief, Bureau of Property rights, P.R.C. 

PartiCipatIng correspolldent: Kelu Chao, VOA Hong Kong 

I 


CHINA FORUM OPENING THEME (0:43") 
.. 

MC:Greetings. Instruc1;ioll8on how totune ill the program which is simulcast through satellite. 

Introduce special guest Mickey Kantor. Since Kantor has to go to White House for a meeting at 

niile thirty, We change the regular lineup ofthe program. We'll interview Mickey Kantor first, 

then we'll have ten minutes international news. In the later haltof the program, we'll have an 

international trade expert and our correspondent in Hong Kong'diecussl:lome of the Sino· 

American trade iSBues. 

Me: Mr. Kantor. welcome to our show. My first question is: right now the United States and 

Japan are undergoing fiece negotiation, do you think the two countries will be able to reach an 


. "'W]agreement by September 30th?' . 	 II: 	 ' 

antor: We are both making maximum effort. We discussed a lot of issues, including maket 
", :;~ccess, insurancE!', telecommunication, auto product. fmnotpessimistic , not optimistic. I'm 

realistic. You have to bie realistic in negotiations. Japanese realiZed that closing market is not 
of benefit to itself. We hope we don't have to excise our trade laws. The Japanese officials have 
made great effort. I hope we can make some progress this week. ;,. 
MC: Let's look at a bros,der picture, How do you see the U.S. interest in the Asian Pacific 
reagion's economic dev.,lopment.? ' 
Kantor: President has Inade it his highest priority in the econoDJ.ic and trade policy. The Asian 
Pacific Economic Coundl is an organization we work closely wit.b. We will travel to Indonesia 
this November to attend the APEC meeting. We hope we could reach some agreement in tarrif 
reduction, harmonizing standard, simplify custom proeedurce ond.etc . 
.	MC: During that meeting, President Clinton will meet Chinese PresidentJiang Zemin,what do 
you expect they are gOhlg to discuss about? ' . 
Kantor:We would like to discuss many topics, strategic, political and economic. My focus is on 
economic issues. I convened last year's APEC meeting. During that m.eeting, we have made 
some progress in openirlg the Chinese market, but to little avail in opening China's agriculture 
market. We also have I~eat concern in China's intellectual property rights infringement. Last 
y~ar in China, 75 million Compact Disk were illegally copied and some of them were exported to 
. other countries. This caused great 108s to America. The American ,market is completely open. . 
We hope China will do the· same thing. We are negotiating with China about its bid for GATT 

"JmberahiP. 
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Me: Chinese Foreign Minister Qian Qichen is currently in New York attending the United 
Nation~8 General Assemble. He is going to meet President Clinton,what are they going to talk 

Are you going to meet him? . . , 
. Some ofthe details are to be worked out. Our goal is to let Chinese government know 

80me ofth~ great concelrns of the U.S. government. China should, open its .market. We hope to 
help China to achieve that. China is a big market. The U.S. @oDd ChiIUlshould work together. 

. We insist China should carry its responsibility. This is ror mutual benefit. 
MC: Mr. Kantor, you just mentioned about China's bid for GATrmembership. Do you think 

I , 

China will have a chant:e to enter GA'IT by the end of this year? ! . 


Kantor: That's. up to China. To be fair, China has to shoulder its responsibility, to open its 

market to competitors. ' 

MC: The United States 'has proposed some cOl1-ditions for China's membership. China says it'8 

still a developing counti~ and it should be granted some privilege~ during-the transition period. , 

What do you think ofthat? . 

Kantor; There are some areas where the United States and China can reach a compromise. But 

there are Bome areas we cann't make compromises. These are the:basia for our relationship. We 


, have mutual responsibUties. China is protecting some ofits industries, not allowing products 

from ariyother countries. China should make improvements in openning its agriculture market, 

its intellectual property righLB, and investment. This is ofbenefit to both China and U.S.. In 

human history, no country can develop its economy by closing its doors. The United States is 

opening ita market to China, we hope China can do the same thingr . 

Me: China think U.S~'8 nupport for its bid for GATT membership js very important. Do you 


'~\ink the United States will go ahead and support its bid by the end of the year? ' '.. 
\~ntor: It's up to China. IfChina wants to take its responsibility, it will have our support. Ifnot, 

it's hard for the U.S. to support China. But we'll continue to work',;,ery hard with our Chinese 
partners. We hope China can make some progress. ' ' . 
MC: The U.S. Commerce Secretary hasjust visited China. How do you think the Comercial 
Diplomacy ofthe U.S. willsucceed with China? 
Kantor: Mr. Brown has been very Buccessful in working with many countries. My role is to 
reach trade agreement. Mr. Brown is helping U.S. companies get access to foreign market.. 
Me: Mr. Kmtor, ainee wle only have one minute left, I want to knowhow you think China is 
doing 80 far in terms ofintellectual rights protection. 

Kantor: We hope China c:an make some progress. We are constantly meeting with our Chinese 

partners. Intellectual property rights protection is to China's own benefit. It will help attracting 

foreign investment. I beHeve Chinese governemnt understand this. But on the other hand. the 

United States Will abide by Ita trade laws. . ' , 

MC:.Mr. Kantor, thank you, hopeyou can make the White House meeting on time.We'll be back ( 

after ten minutes interna.tionalnews. 


MUSIC BRIDGES 

INTERNATIONAL NE"rs 

. "-1: Welcome back to our show. In this half hour, we are going to ~lk to our studio guest Jason 
'.. .._~, who is an associate professor otinternationaltrade and corporate strategy in Seton Hall 

, , , \. 
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University. Mr. Yin, Mil'. Kantor talked about China's intellectual property rights 
infringement. The U.S. has put China on the Priority list and it will sanction China ifChina. 

make significant progress in this are~ by the end ofthe year. Has the U.S. pressure 
, 

, 	 , 
Jason Yin: Yes, China has enacted many laws to protect the intellectual property. rights. 
Actually the law enadment has almost been completed. But the problem Cor China is the 
emorcement ofthe.1aw. China doesn't have many lawyers who specialized in this field. Most of 
the Chinese people lack the sense of intellectua.l property rights., 
MC: Participating today's discussion is our Hong Kong conespondent Kelu Chao, Kelu has 
interviewed some Chinese officials in charge of intellectual property righta protection. Kelu, bas 
the Chinese government stepped.up their effort in this matter? ' 
Kelu Chao: According to Chinese Bureau of Property rights Deputy ChiefShen Rengan. China 
has made great effort in improving the intellectual property rights protection in the government 
level, but he admitted that there is still some difficulties in enforcipg the 18ws~. 
Me: Business Software Alliance, representing many software companies in the U.S. , filed a 
suit against software pitacy in China last June. But they told us that they got Httle 
cooperatation from Chinese government. " ' 
Ke1u Chao: I have asked one lawyer in Hong Kong,. who specialized in intellectual property 
rights infringement suits. He told me that the fastest way is to g~t the government to issue 
administrative order to litop piracy. because getting compensation for punitive damages is 
extremely hard and slow. . 

. Me: There are a lot.of stireet vendors in Hong Kong, who sell CD and softwares in very cheap 
'-'""''\ices, Is that right? '., ' . . . 

'\;),~~lu Cha,o: Yes, 100 dollars can buy up to 30 computer games in some places. D . 
. MC:Thank you, Kelu. Now, we come back to our studio guest Jason Yin. Mr. Yili, the 

intellectual property rights issue is one of the conditions for the U;.S. to support China's GATT 
membership. China wants very much to enter GATrbythe end ofthe year, is the support from 
the U.S. critical? ' .' 

..	Ja80n Yin: The U.S. has been an very important memeber throughout the GATT history. 
Without its support, it's iilmost impossible for China to reenter GATT. 
MC: China says it's a developing country and wants to have some transition time to meet the 
membership requiremen.ts. Is there any precedent like this? 
Jason Yin: Yes. I think it~s reasonable for China to demand some time. Actually Mr. Kantor has 
realized this In his Inten'riew earlier. China is a big country. It's not easy to change overnight. 
The Uraguay around and the Tokyo around have specifically allowed this trasition period. 
Me: But then why the UI:lited Statel3 insil:it China conform to the membership requirement. 
Jason Yin: That's because the U.S. thinks in some areas) China is qUalified as a developed 
country_ ' , 
MC: What do you think China is, a developed country, or a developing country? 
Jason Yin: There are m8.l.1.y 8tandardB~ In certain industries, China could level with developed 
countries. But in general, China is far from a developed country. Such as its income per capita. 
Me: Could trade surplus be used as a mearsurement for the country's degree oCdevelopment? 

"'J1.a.80..n Yin: ~o. China, has. trade surplus with the U.S. But china h~s trade deficit with some 

er countrIes.. :.. 


\._.. : IfChina becomes a Dlemeber of GATT, will the U.S. benefit frOni that? 
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Jason Yin: GATr is an international organization which equally benefit all the members. The 
memebers conform to fair rules of competion. It·s not a favor by one country to another~ China is 

huge market,. If the U.S. can open China market, this wi~l help the U.S. to pull itself out of 
, 

The U.S. has dift"elrent opinions from Japan and European countries on whether to support 
China's,bid for GATT membership, why is that? . 
Jason Yin: This has to do with the United Stats's own economic interest. 
Me: The U.S. has set a deadline for China to improve its intelleCtual rights protection. It's the 
end of this year.,Do you think China is able to meet the requirement by that time? 
Jason Yin: It depends (In the specific requirement the U.S. set for ,China. 
MC:' In the history ofU.S. trade sactions, how many countries on the Priority list were actually 
sactioned,by the U.S.? . 
Jason Yin: Only a few, but thesactions were all very mild. By the end of year, if the U.S. ever 
goes ahead and sanction China,. the sanction will at most be very mild, in my opinion •.. 
Me: Thank you very IJjluch. 

I 

. 
. : 

AUDIENCE MAIL OPENING,MUSIC: (20n ) 

JLUO' &. HCZ; ditscU8sirig a fax from one audience who asked MiCkey Kantor two questions 
concerning U.S. China'trade I 

Discussing a telephonE. conversation with a listener who waa interested in the previous China 
Forum program on "Chinese state enterprises bankruptcy" 

\Jomo for audience mlllilandlive ~lephone int&raction~ 

AUDIENCE MAIL CLOSING MUSIC: (20") 
, 

. HeZ: promo for next weekts program 

. JLVO: Thanks for listenning this time. We'U see you later 

HCZ: Good. night. 

CHINA FORUMCLOSING THEME (45") 
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Statement by 

Ambassador Michael Kantor 


October 1, 1994 

! ' 
I 

Today I am annoullcing the results of current negotiations with. the Japanese on measures to 
. open their market to foreign competitive goods and services unrl;er the Framework Agreement 

reached last year. 

The negotiations, which began after the Framework agreement'ln July, 1993, and reached an 
impasse in February, have today produced four important market opening agreements. Japan 
has agreed to changes in macroeconomic policy, which should' spur its demand for imported . 
good~ and services. We have also reached agreements in the areas of government 
procurement of telecommunications, including NTT procurement, and medical technology 

. procurement; and insurance. We 'have also agreed to.'a set of principles. on flat glass, which 
WOUld. be embodied in an agreement by October 31. ' : 

We did not, however, reach agreement in' the cRtical sectors 'Of autos and auto parts, which 
despite some recent progress, still constitute two-thirds of the: U.S. bilateral deficit with· 
Japan.. Consequently, the President has instructed me to annqunce that USTR will init:j.ate a 
301 investigation of the Japanese auto parts market, focusing on the 'aftermarket' for 
replacement partS, where the regulatory barriers to foreign cQmpetition are particularly acute. 

President Clinton has demonstrated an extraordinary commi~ent to opening marketS and 
expanding trade. He led the effort to pass the NAFfA, whitrh is already producing draIriatic 
results for workers on both sides of the border. He is expanding trade with APEC. And; of 
course, he led the effort to complete the Uruguay Round of l;he GATT ¥d is now working 
with, Congress tci approve it. He has· used all of his tools - multilateral or regional 
agreements, bilateral negotiations, and our trade laws - to open foreign markets. He 

,understands that increasing trade is critical to our ability to create jobs. We will continue to 
work with the: Jilpanese government to lower their trade barriers and raise standards of living . 
for both nations. . ' ..'. ' 

. . . 

This Administration already haS a strong record of accomplishment in its trade relationship 
with Japan.. wc~ have concluded numerous agreements over the last 18 months. We have 
opened Japan's rice market, harmonized chemical.tariffs, reduced'copper tariffs and reached 
a market access agreement during our Uruguay Round negotiations. And we have reached 
new bilateral agrreements in the construction, .cellular telephone and intellectual property 
areas, and. open.ed Japan's market to U.S. apples. 

First, Japan ha~ announced it will make important macroeconomic reforms, marking progress 
towards meeting one commitment under the Framework agreement. The Government of 
Japan has recefltly. announced a comprehensive tax reform package which will extend a $55 

., . 
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billion' cut in personal income taxes, and has decided to delay any, offset of the lost revenues 
until April, 1997. This, along with a sustained increase in Japan's public expenditures, and a 
commitment to consider new expenditures in October, will help ,stimulate growth in domestic 
demand and will translate into substantial new opportunities for American exporters. 

, 
Second, we have reached three agreements in the Framework's so-called "priorityh sectors 

concerning the Japainese government's procurement practices -- these are in government 

telecommunications procurement, NTT procurement, and medical technology procurement. 


Most importantly, in the government procurement; agreement the Japanese government 
,has committed to a set of objective critena which will ensure.a tangible, concrete, 
results-oriented agreement. Japan is ,committed to making continuing progress in value 
and share oCproeurement leading to a significant increase in, access and sales, and has 
agreed to use recent trends to evaluate the progress made. :! 

The Government Telecommunications and NTT ProC,lllrement Agreements 
I 

The Nature of the Problem in Japan's Telecommunications Procurement Market 

Foreign telecom suppliers report similar, chronic problems selling competitive products in 

Japan's procurement market: ' , 


It is oftef) difficult or impossible to get information about upcoming 
procurements" in time to compete meaningfully for bids. 

The technical sPecifications are often tailored to favor Japanese manufacturers. 

The rules for judging competitive bids are not always spelled out. 

By the tim~ the requests for proposals are actually issued, the business is, in effect, already 

guaranteed to particular Japanese suppliers. A handful ofJapanese companies have 

approximately 95 % of the market. " 


; I 

Without the mCllllS to verify whether the agreements are prod~cingresults, U.S., ' , 
telecommunications manufacturers have had very little success, mJapan, despite the fact that 
our products lead the world. in telecommunications.., 

, , , ' 

There are two telecommunications procurement agreements: ; , 

1be rU'St applies to the procurements of telecqmmunications products and 
services by Japanese Government agencies 

The seco.nd applies to purchases by NiWOn Telegraph and Telephone 
~~ollloration fNTI), the largest telephone company in Japan, which is 65 % 
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government-owned.. 

1. Governmeru Telecommunications Procuremeni Agreement , . 

The Japanese Government market is important. Government agencies already buy 
more than $2 billion of telecom equipment per year. How the Government treats what 
is directly ,under its control sets the tone for,the rest of the country. , 

This market ,Yill expand dramatically as Japan modernizes its. government 

. communicaticlns systems in the cOming years. 


What Japan Will Do Under.rhe TelecommuniCfllions Procurem~nt Agreement. 
·1' . 

The Government of Japan has committed to provide more detailed information, 
earlier in the process for each year's procurements. . 

At several puts in the procurement process, suppliers will be invited to comment on , 
aU aspects of the planned purchases, including the tecbni~ specifications, . 
technology, and budgets for the systems to be purchased - all before the request for 
proposals is fina1i7a!. 

For teChniail specifications, the Gov~ment of Japan will look first to international 
. standards, ~,here they are available, and then give fuU consideration to de facto 
international standards, ensuring that products and standards widely used worldwide 
will have a fair chance in Japan. . .' . 

. The Government of Japan will institUte mod~ noveraU 'best-value" bid evaluatjon 
systems,' to ensure that conttactsare awarded to the best suppliers and products, and 
everyone knows the basis for the decision. . . 

The Gover'ilment of Japan will redu~ the number of sole-source contracts, which in 
the past have tended to go only to Japanese firms~ 

II. The NIT Procurement Agreement. , 
i . 

This agreement cc:incems NIT, Nippon Telegraph and Teleph~e. This market is critically 
important, and by itself represents about $9 billion per year in' telecom equipment purchases, 
or about half of the telecommunications equipment market in Japan. .NTT is the local 
telephone company for all Japan,. and also operates domestic Ic;mg-distance telephone service. . 
A $60 billion per year company, by far the largest telephone Company in Japan, NTI'is 65% 
government owned.' ' . 

. . 
Since 1980, we have bad a procurement agreement witpi the Government of Japan, to 
ensure that foreign companies have a fair chance to sell their equipment to N1T. 
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" 

, , 

Although this agreement has in the past increased ~es of foreign products to N1T 
and NTf has made major efforts to expand its purchases of top-quality foreign 
products, those sales have grown very slowly, despite the; competitiveness of US and 
many other countries' products. ' 

i 

Foreign sales to NTf still represent only a tiny fraction of NTT's total procurements, 
and less than half those sales are of high-tech telecommunications products. After 12 

, years experience under the agreement, total foreign sales;to NTT reached $1 billion 
for the first time only this year. 

NTf has col:ninitted to additional improvements in its proCurement system similar to 
those already described for the Japanese Government ageqcies. 

US firms can count on: 

~tter information earlier in the process; 
, 	 , 

Multiple opportunities to shape the requests for proposals before they are ' 
issued', ' 

I 

Technical specifications that will not exclude them. 
I ' 

U.S. firms can also count on an aggressive US. Govemqtent implementation strategy, 
based on three elements: . 

o 	 Regular and close coopezation with industry on: the implementation of the 
quantitative and procedural elements of the'agrci:~ent; 

o . 	 Regular internal governmental monitoring of experience under the agreement" 
based upon the fudustry consultations and the reporting provisions of the 
agreement; '~ 

o 	 Consultations With the Government of Japan as 'needed to ensure that this 
'agreement meets the parties' expectations. ' I ' 

'In the end, it is this' Administration's strong expectation that this Agreement will 
continue ro demonstrate successes, and that U.S. firms' sales to NIT will rise to 
become comparable to their performance in other telecommunications, markets. Iri 
some industry sectors, recent trends have been encouraging; in others, disappointing. ' 
With the continuing cooperation of the Government of Japan and N1T in seeking the 
best in telecommunicatiof!S, products, I am confident that U.S. participation in this 
important and expanding market will continue to gro~ rapidly.

t'{j'·'·"··
\" " 

-"-.">, • 
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Benefits Resulting fmm the Telecommunications Agreement 

o 	 Then! is nothing theoretical about this~ These agreements mean real market 
opportunities: 

o 	 For the Government agencies, US and foreign suppliers will be able to supply 
~any products, including: 

Data communications systems 
Computer networking equipment 
Mobile communications systems 
.Private netw~rk systems, and much mote 

o 	 For NTT, our companies will be able to provide:. 

Switching equipment. 

Telephone transmission equipment 

Networking equipment. 

Cellular telephone and PCS equipment, and virtually everything a 

modem telep,hone company needs to operate.. . 


Mw· Gains in the US as a Result ofthe 7Wo Telecommunications Procurement Agreements . 

o 	 Many of the US,..based firms tbat.wiU find~~WIJl8l'1cets inJapan now are, . 
already famous in telecommunications: 'AT&T, Motorola, Northern Telecom, 
IBM, DSC Corporation, Raychem, STS, and Varian are just a few of them. 

: . '. . ." 

o 	 This means more jobs in the US in iItdu.strie.s tlllat alreacTy employ more 
than 200,000 American .workers and manufacture mote than $35 billion 
worth of telecommunications equipment here at 'home. 

o 	 Success in telecommunications produces gains for other industries 
CtJmputers, semiconductors, high-perfOI1Jl3l1Ce:rnaterials, microelectronics, 
SCtftware, and· much mote. 

o 	 Telecommunications is the future, and these agreements position us to play our 
part in Japan. . 
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ill. 	 ;lbe Medical Technology Procurement Agreement 
: 

The Nature of the Problem in Japan's Medical Technology Procutemem Markel . 

o 	 The overall size of the Japanese medical technology market for 1992 (latest available 
figures) waS clbout $13 billion. The size of the government market is roughly 20% of 
the overall market, or about $2.6 billion. 

• i 

o 	 U.S. producers dominate the world market. They account, for about 52% of global 
medical tecrul010gy sales. European producers account for, 28 %. . Japanese producers 
account for jUst '18%. 

o 	 The U.S. has a 40% share in the European CommunitY, 75% in Canada, 55% in 
Australia, and 65 % in Mexico. 

o 	 Despite this global dominance, the U.S. share of the total Japanese market was 

only about<Z3% in 1992. . 


What Japan Will Do Under lhe Medical Technology ProcuremelllAgreemelll 

o 	 The, medical! technology agreement represents an important step forward in the ability 
of foreign firms to sell medical ~hnologyprod~cts to customers in Japan's public 
sector. The agreement should give U.S. mediCal technology companies improved 
access to Japan's $2.6 billion government procurement market. 

o 	 The agreement requires the use of open and transparent procurement procedures for 

all procurements above a certain threshol~. . . 


i ' 

o 	 The agreeJIaent also pro~des for the minister of each entity to direct their procuring 

pfficials to consider positively foreign medical technology arid services. 


o 	 For the tint time, medical technology procurement-decisions for purchases above.the· 
agreement threshold will be made on the basis of ·overall greatest value, II instead of 
the current ~muIIi-price system. Equipment cost will·be calculated on a life-cycle 
basis. A lower level threshold will be phased in over'time. 

This mean'S that the hlghly sophisticated medical technology products manufactured by 
foreign firims will not be automatically excluded 'because'of initial price. The 
technical e;xcell~ce of those. products, and the value they provide over the long. tenn,' 
will 'now be taken into account.' ' . 	 . 
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o 	 Also for the rust time, the agreement requires government hospitals in Japan to make 
public information about their purchases regardless of value. Each hospital will 
publish, on ~lnnua1 basis, information on the top ten medical technology products it. 
plms to purchase during the upcoming year. This imporlmt information had not 
previously been readily available. i . 

I 
I . 

o 	 The agreement also contains. both a comprehensive complaint mechmism and . 
procedures for dealing with unfair bids.' In m accomp~ying exchmge of letters, we 
have receivc!d assurances from the Government of Japmthat it will provide adequate 
budgets - and therefore sales opportunities - for the pUfchase of medical technology 
products. ' 

o 	 All of the I'rocedures will be in effect on November 1, 1994. 
. 	 ~ 

Benefits Resulting.from the Medical Technology Procuremeru Agreement 

o 	 The medical technology agreement also means jobs fbr U.S. workers •. InduStry 
estimates that. each U.S. worker produces about $150,000 in medical devices each 
year. 

o 	 If the U.S. could reach 40% of the Japanese government market, it would lDean 
total saleS oC about $1 billion - an increase oC about $440 million over current 
sales.to the government market in.Japan. And this ~ould mean thousands oC 
new jobs for U.S. workers. ' 

o 	 The U.S. sells a variety of medical technology products in Japan. Leading products 
include in vitro diagnostic reagents,. tubes md. catheters, artificial JQj.nts md bones, ' 
diagnostic X-ray apparatus md related 'supplies, pacemakers, magnetic resonmce 
imaging equipment, and clinical chemical testing apparatus • 

. , 

o 	 The JapaIllese Government will now procure these products under the open md 
. competitive procedures set forth in the new medical technology arrangement. 

. , 

o 	 Many of these produCts are bought bygovemment teaching hospitals in Japm. 
Japanese medical students become familiar with the products dmi:ng the course of 
thea'study. Their ~ty with U.S. equipment may lead to even, greater private 
sector sales in the' future as mmy of those doctors enter private practice. . 

The United States and Japan have also today agreed to a landmark tqlde' agreement in 
insurance. . ' 

, , 
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, ,IV. 	 , The Insurance Agreement I 

The Nature ofthe Problem in Japan IS Insurance Market ' I 

Japan has the world's ,second largest insurance market with. approximately $320 
billion. dollars' in premium income. In the past, foreign insurance companies' 

, penetration of this huge market has been limited to about'3%. However, foreign, 
insurance companies, including Japanese companies, have enjoyed access in the 
United States and major European markets ranging from approximately 10 to 33%. 

The limited access by foreign firms stems from a combInation of barriers such as an 
opaque regulatory system,exclusionary purchasing practices associated with old 
interconnec!ted corporate structures called keiretsu, and obstacles in the distribution 
system. These market access problems are well recognized in Japan and around the 
world. 	 . , i ' 

! ' 

, Foreign companies in Japan ·traditionally had to contend with op8quegovemment regulation " 
fostered by Japanese laws which are written, very generally, as well as informal and 
unpublished "guidance" issued to private companies by Japanese bureaucrats. 

As a result, foreign companies are unable to kno~ specific requirements in 
advance, and have no basis to be cerWri that they are being treated according 
'to the, same standards as Japanese companies. ' , 

This means that Japanese regulators using their I discretionary powers are able, 
to arbitrarily require foreign. insurance companies to meet a variety of 
conditions and requirements, such as coordinating their product applications 
wiith Japanese insu~ce companies. This runs.counter to the principles of fair 
competition and market access. , 

• 	 In additicJD to these transparency problems, Japan's regUlatory system'stifles product 

innovation and competition based on rates. ' 


Such rigid regulatory approach severely restri~ foreign companies' ability to 
'gain entry into the market bPJ:ause product innovation is the' core competitive 
advantage of many foreign firms. 

What Japan ,Will Do Under the InsuranCe Agreement 

• 	 In the Insurance Agreement :reached today, the Government of Japan committed, 
among other things, to enhance the transparency' of its regulatory system, provide 
important procedural protection, introduce specific liberalizatiOn measures, and 
strengthen its antitrust-coinpetition poliCY. ',I ',' . 
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• 

• 

• 

• 

• 

• 

• 

• 

The Agreemel1t enables foreign insurance companies already active in Japan to build 
on the progress made to date, as well as allow current players and newcomers to take 
advantage of new business opportunities created by the A~ment. 

The Government of Japan agreed to compile, publish, and make publicly available' 
standards for approval of licenses and new products, and put administrative guidance 
.. .. • 'i I . . . 

m wntmg. ' , 

In addition, in order to ease the strong hold of its regulatory officials, the 

Government of Japan agreed to introduce a notification system for large commercial 

insurance in which companies will be allowed to inttodu~ products by simply 

"notifying" the regulators instead of going through the pt;ior approval process. 


The Government of Japan further agreed to implement a 'three stage deregulation plan 
on insurance product and rate approval which includes,among other things, easing 
insurance rate restrictions applicable·to large commerciat fire insurance, and 
expanding the "file and use" approval system for key products. 

The Government of Japan also agreed to introduce the broker system to diversify, and 
to promote competition in, insurance distribution chann$. . 

In order to make certain that the competition rules are f9ll0'Yed, the Government of 
Japan agreed to strictly eriforce the Anti-Monopoly Act(AMA) in the insurance sector 
and review AMA exemptions stipulated in the insurance bUsiness law by Fiscal Year 
1995. The Japan Fair Trade Commission, which oversees competition, will also 

. conduct a study of the Japanese insurance market. ! '. .' 

In order tel implement its reform in a fair and balanced :way so thai-the reform process 
cannot be used to discriminate against foreign firms, the.Government of Japan 
.committed to avoid any radical change in the business environment of the so-called 
third sector-the sector where foreign companies are strong-(e~g. personal accident, 
medical, hospital, and nursing-care insurance) until me3ningful and substantial 
liberalizati.on takes place in the life and non-life sector of the Japanese insurance 
market. ' . 

. ,
' 

, 

The Agrec:ment provides for a follow..;up process to review progress and complianCe 
by using l'esults-oriented standards called objective criteria, both quantitative and 
qualitativc~•. The United States expects to hold twicc'a,year follow-up consultations 
with Japan during the first three years of the Agreement, and annually thereafter •. 
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• 	, As quantitative indicators the two Governments will review ,the change and rate of 
change in: (1) the number and ratio of approvals for new or modified products and 
rates; (2) the value of prt:miums by foreign insurance p~yiders in Japan; and (3) 
the market share of total insurance premiums for foreign insurance companies in 
Japan. ' ' 

• 	 The two Governments will also use, as qualitative indicators, standards such as 
whether the Ministry of Finance is: (1) promptly and fairly ~viewing product 
applications; (2) making the standards transparent and available; and (3) providing 
meaningful and fair opportunities for foreign insurance companies in Japan to be 
informed of, comment on, and exchange views with MiniStry of Finance officials 
regarding insurance reform. ' 

; ,Benefits Resulting from the Insurance Agreement 

• 	 The U.S. industry predicts that the new Agreement can lead to increase in foreign 
premiums eatrnings of nearly $1 billion over the next several years. 

" 

• 	 The Administration selected insurance as one ~fthe priority sectors under the U.S.,.. 
Japan Framework Talks because the Government of Japan was in the process of 
implementing a major reform-first in 50 years-of its ~rance system in Japan. ' 

• 	 The insurance industry-sometimes ~ferred to as a "lubricimt of commercelt-plays an 
important role in the U.S. economy arid'U~S.coiDpanies~i'global operations., The 
availabiliiy of competitive U.S. commercial insurance products enables, for example, 
medical eqwpment or aircraft manufacturers to develop and test new products while 
managing the liabiliiy risks involved. " " , 

,. 	 In addition, increasing foreign access in financial markets' like the insurance market in 
Japan may indirectly have additional benefits in the long run in changing how Japan 
has traditioilally done its business. ' 

, , 

• 	 Facing foreign competition, Japanese insurance companieS-which allocate their 
investment:; as much on the basis of business group membership as on where the ' 
highest rettlrnS lie-would be less inclined to provide ~cing to troubled Japanese 

, firms in their keirelSl,I or corporate groups. ," 
) 

• 	 Such a development could Challenge existing corporate 3Iignments. As this happens, 
there will be greater opportunities for foreign companies, including manufacturing 
firms, to compete in Japanese markets as purchasing decisions are increasingly made 
on the basis ofprlce, qualiiy, and service rather than on keiretsu ties. 

The U.S. and Japan also agreed upon a set of principles to open the Japanese flat glass 
market, which has,been essentially closed to foreign suppliers for the entire post-war period. 

10 
! ' 



" 

v. The Flat Glass Agreement 

The Nature of the Problem in Japan's Flat Glass Market 

Japan's $4.5 billion flat glass market, the second largest in the ~~r1d, is dominated by an 
oligopoly of three large producers with separate, de-facto exclus~ve, and tightly controlled 
distribution systems,. ' . ' 

The three Japanese Glass manufacturers, Asahi Glass Company, 'Ltd, Nippon Sheet Glass, 
and Central Glass Company, supply 95-97% of the Japanese market, either through 
production in Japan or imports from their subsidiaries or affiliates abroad. 

Since the late 1960"s,these three producers have maintained ste;;ldy market shares, and have ' 
changed prices, capacity and product mix in near lock-step. . 

Evidence of an uncompetitive market structure inJapanabound~. Glass prices in Japan have 
remained substantially above world prices, despite the 1ack: of any quality or technology , 
advantages by the Japanese producers. 

Japan's own Fair Trade Commission (]FTC) has recognized that this distribution system' 
restricts market aa:ess and raises concerns about anti-competitive practices: Its 1993 ~ 
on this market stabes that: ' ' , : 

"In the Jap:mese market for flat glass, highly concentrated with three manufacturers 
practically dominating, the market, all three of them have ,adopted a parallel marketing 
setup mostly composed of de facto exclusive agents. This would seem to be one of 
the factors that discourages ~uppliers other than these three manufad:urers to access 
the market. At the same time, it would seem to have the aspect of facilitating 
oligopolistic concerted conduct among the three manufacturers. It 

" ' 

The p~blem with getting U.S. ~ into the Japanese market is not With the price or quality 
of U.S. glass. Raw U.S. fiat glass imported into Japan is priced 20ta 30 %.lower than 
Japanese glass •. U.S. glass makers are competitive in an types :of glass, but particularly in 
advanced technology products such as insulated, coated, and safety glass. 

Even though American nat glass makers are globaDy competitive - with market shares 
exceeding 25% in Europe aDd Latin America - the U.s. has less than 1 % of Japan's 
$4.5 bUllon JlUU"ltet after 2$ years of effort. Indeed aU foreign suppUers only have 3% 
of the Japanese market. ' 

I) 

The problems in 1the market are reflected in the difficulty of reaching a final agreement. The 
U.S. and Japan have agreed to' a set of principles, and will seek to finalize an agreement 

based on those principles within 30 days. ' ' 


11 




I 	 , 

'. ' 

! ' . 

i' 

Sec. 301 Action on Regulations Concerning the Aftermarket for Auto Parts in Japan 

The automotive sector is the largest single sector and the most complex element of our trade 

relationship with Japan. Our bilateral automotive trade deficit with Japan is expected to 

reach $36.5 billion dollars by the end of 1994:$23.9 billion in vehicles; $12.6 billion in 

parts. This represents over 60% of our projected overall bilateral ,trade deficit with Japan. 


, 	 ' 

, . 
Since July 1993, wc~ have been negotiating with the Government of Japan on three fr9nts: 

sales of vehicles in Japan; sales of original equipment parts in Japan and to Japanese 

transplants in, the United States; and deregulation of the market for replacement parts in 

Japan. Despi~ our intensive efforts, the Government of Japan h3S not agreed to our market 

aCcess requests, including significant deregulation of the aftermarket for parts. Major 


· barriers remain which limit 'the ability ofU .S. and other non-Japanese vehicle and parts 
manufacturers to market their products in Japan and to Japanese owned companies in the . 
United States. 

We have decided'til initiate a Sec.' 301 action which focuses on a clearly identifiable 
.' 	 problem which is, indisputably within ~e power of the Gov~ent of Japan to change: the . 

regulatory barriers to sales in the aftennarket for foreign replacement parts in Japan. Simply 
put, if you need to replace a part.1n your car in Japan, it is' nearly impossible to 
purchase a non-Japanese part. Many vague and compli~ Japanese regulations make 
it nearly impossible for competitive foreign auto parts producers to break into the . 
paarket, and add to the growing 1[J:.s~ auto parts deficit witIIi Japan. The foreign share 
Qf the Japanese replacement parts marke1l: is onJy 2..''', whUe the U.S~ share is 1.2~. 
By comparison" the import share of the aftermarket in the United States is 47~, and the . 	 . 

· . import share of the IF.Uropean Union aftermarket is 21~6~•. ' ' 

.It is important to note that we are not citing the eotire auto 'parts sector, nor practices 


. relating to the SIdes of comp'leted cars. In these areas we intend to make'additional 

progress as soon as possible. What we have taken is a Iiinited and. targeted action 


· against a partiOJ.larly dear barrier to sales by foreigD compa1llies. 

The JapaneSe Go"ern~ent bas justified the regulations in the aftermarket on the grounds of 
safety or environmental considerations~ Of course the ~. States government would never 
object to regulations whose true purpose was the protectiOn of safety and the environment 
But, in fact, many of these ~ons have the effect of protediDg Japanese parts suppliers . 
by channeling rejlBirS to Japanese dealerships and to otber highly regulated garages (called 
"certified garag~I") - faciJities which can be counted on to use Japanese parts almost 
exclusively. . . 

. . ' .' 	 J' . '.' 

For, example, even replacement of a shock absorber can be done only in a certified garage. 
This requirement limited the sales of competitive U.s.-made shock absorbers in Japan for 
nearly 20 years. Other examples of foreign: replacement parts which are effectively denied 
aCcess to the Japanese aftennarket include replacement of alt:erDators and brake' pads. 

I 	 : 
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Incidentally, the Japanese consumer also pays dearly for these regulations. In the U.S. you 
can get a shock absorber replaced for about $250, including labor; in Japan it costs about 
$600 for the same rl:pair. : 

In the following months it is our intention to continue negotiations. with Japan on all aspects 
of our automotive trade. ; . 

'i ~ 

, 
, . 

. : 

, . 
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COMPARATIVE MARKET SHARES FOR FOREIGN SALES OF FIBER OPTIC 
TELECOMMUNICATIONS CABLE TO NTT VERSUS NON-NTT CUSTOMERS IN JAPAN 
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