NUTSHELL FACT SHEET
U.S. - Japan Negotiations on Autos and Auto Parts
April 14, 1995 ’

What are the talks about?

The talks currently underway involve three areas -- automobiles themselves ongmal

equipment or original parts installed at the factory, and the aftermarket, or secondary

~ market, for replacement parts. The United States is seeking fair access to the Japanese
~market for its products in these three areas. We'll explain more about our concerns in

each area below.

We are also asking Japanese companies in the United States and J apan to renew their
voluntary plans for expanding the use of U.S. auto parts. .

In general, can you explain the problem?.

For m!any years the automotive sector has accounted for the largest share of the trade
imbalance between the U.S. and Japan. In 1994 this imbalance was nearly $37 billion, or
56%, of our total trade deficit with Japan. -

Several factors are at work here. First, Japan has increased its exports of component
parts to support its growing transplant assembly operations in the U.S., and U.S.-based
automotive suppliers have been excluded from fair competition with entrenched Japanese
suppliers, even though the U.S. suppliers offer high quality and very competitive pricing.

- Second, higher-value vehie]es have beeh imported from Japan to the United States.

‘Third, and in marked contrast, while the share of the U.S. market held by Japanese auto.
~ makers is 22. 5%, the share of the Japanese market held by the Big Three is less than
1%. « '

An independent study. released about a year ago, known as the MOSS Motor Vehicle
Study, reaffirmed that access to the Japanese market was highly restricted. It also
identified a level of demand among the Japanese public for imported vehicles
significantly higher than present sales levels. /

) And Fourth, Japanese government regulations prevent forelgn firms from deve]opmg any
significant business in the-auto parts replacement market in Japan.

Why is this so important to the United States? We’have many competitive industries.

. Motor vehicle and equipment manufacturing is the largest of all our manufacturing
industries, and a the cornerstone of our nation’s industrial base. No other industry has a
bigger impact on America’s economy. Car and truck sales have averaged 4.4% of our
" nation’s Gross Domestic Product over the past three decades.

-



The Big Three -- Chrysler, Ford and General Motors -- with total U.S. employment .of
696,000 and a payroll of $31 billion, are the nation’s largest manufacturing industry.

With about 90% of the content of our vehicles obtained from the U.S. and Canada,
America’s car companies also have a very large multiplier effect on employment
throughout the auto-supply industry Together with suppliers and dealers, they employ
more than 2.3 million Americans in more than 4,000 facilities and 18,000 dealerships

" ‘across the country. :

Our auto companies are essential to the nation’s manufacturing infrastructure and many
of its most basic and strategic industrial sectors. The Big Three purchase large
proportions of our total output of natural and synthetic rubber, machine tools, glass,
semiconductors, aluminum, iron and steel. - Over the past five years, they have invested
more than $73 billion in plants, equipment and workforce training. Since 1990, they have
spent more than $44 billion on research and development, and are among the largest
employers of resizarch engineers and scientists.

Going back to the talks. Let’s start with vehicles. How do we see the problem and what
-are we asking the Japanese to do about it? -~

The global auto mdustry has expenenced revolutionary change over the past decade - all
the world’s major auto makers are now in tight competltlon in offering new products, in
quality, performance, price, and so on. : ‘

"Our market is the most open in the world. The European auto market is beginning to .
open also, and tlie same holds true of the Eastern bloc, Mexico, and Latin America.

While Japanese companies have gained the most from the opening of the world’s -
markets over past decade, the Japanese market remains closed. Compare Japan to the
rest of the industrial world: imports into the US market are over 30%, and that number
reaches the 35%-59% range in the other G-7 countries. But vehicle imports into Japan
from every country in the world Zast year totaled only 4.6%.

Ifa meamngful ctgreement can be achxeved and access to high quahty dealer out}ets is
significantly incréased, Chrysler, Ford, and GM expect to sell a minimum 200,000 autos
and trucks in Japan by 1998 -- compared to about 40,000 in 1994. And, the overall
import share could rise to 10% of Japan’s market over the medium ‘term.

- What about the second area of concern -- ongmal equipment, or parts installed at the
factory? :

The quality of Japanese vehicles made in the US. is a testament to the quality and
competitiveness of U.S. parts -- many of which are contained in these vehicles.



But the export of component parts from Japan to support the rapid growth of vehicle
assembly by these transplants in the U.S. remains a key factor in the continuing
automotive trade imbalance.

Japanese companies’ longstanding reluctance to deal with foreign suppliers of original
parts at home or in their U.S. operations has made progress very slow -- access to .
Japanese auto makers remains exceedingly restricted for many foreign compantes. .

Voluntary purchésing plans have provided a valuable tool, and have demonstratéd that
bringing US-made parts into the Japanese auto manufacturing system can be
accomplished while maintaining the highest quality and tight cost standards.

The Japanese have inaccurately interpreted voluntary plans as "obligations" or =
"commitments" by Japan’s automakers. This does not serve a constructive purpose. In
fact, the Japanese companies have agreed to such arrangements at their European
transplants. : : :

And the third area, the aftermarket for parts?

The Japanese government heavily regulates the market for automotive service and repair.
Repair regulations in Japan combine to extend the Ministry of Transportation’s reach
well beyond ensunng comphanoe w1th safety and environmental standards.

Many govemments maintain vehlcle inspection systems, 1nclud1ng our states to ensure

. safety standards are met. However, the government of Japan has taken its vehicle
mspectxon and quality assurance system -- the "shaken" -- to lengths that result not only
in excessively high costs to consumers, but in impenetrable barriers to foreign exports
and a virtual "authorized monopoly" for certain dealers and garages in Japan. Ties to
Japanese auto manufacturers ensure that these repairs do not use parts made by therr
competitors.

At 2.6%, foreign import penetratio'n‘of the Japanese aftermarket lags far behind that of
the other major automotive aftermarkets. Imports represent 21.8% and 17.5% of the EU
- and US. aftermarkets, respectively.

A ﬁnal note.

Innovation and corapetitiveness do not belong to any one nation, as the recovery of the
U.S. auto industry and the rapid appreciation of the yen amply demonstrate. Japan’s
long-term competitiveness and economic success, and incidentally, relief from constant
disputes with its trading partners, lies in the further mternatlonahzat]on of its domestic
economy.
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IMPACT OF AMERICA'S CAR COMPANIES ON THE U.S. ECONOMY

The resurgence of America’s car companies is good economic news for the nation.

Motor vehicle aind equipment manufacturing is the largest of all manufacturing

industries, and is the cornerstone of our nation’s industrial base. No other industry has a

bigger impact on America’s economy. Car and truck sales have averaged 4.4% of our
"nation’s Gross Domestic Product over the past three decades.

Chrysler, Ford and General Motors, with total U.S. employment of 696,000 and a total
payroll of $31 billion, are the nation’s largest manufacturing employer. With about 90%
of the content of our vehicles obtained from the U.S. and Canada, America's car
‘companies also have a very large multiplier effect on employment throughout the
auto-supply industry. In fact, Chrysler, Ford and General Motors support 19 out of
every 20 jobs related to the production of cars and trucks in the United States. Together
with suppliers and dealers, they employ more than 2.3 million Americans in more than

- 4,000 facilities and 18,000 dealerships across the country.

America’s car companies are also essential to the nation’s manufacturing infrastructure .
and many of its most basic and strategic industrial sectors. Chrysler, Ford and General
Motors purchase large proportions of the nation’s total output of natural and synthetic
rubber, machine tools, glass, semiconductors, aluminum, iron and steel. ‘Over the past -
five years, they have invested more than $73 million in plaiits, equipment and workforce
training. Since 1990, they have spent more than $44 billion on research and
development, and are among the largest employers of research engineers and scientists.

- America’s car companies are rapidly expanding exports to help America compete in the
global marketplace and to restore a favorable trade balance. In just the last three years,
our exports increased by 40%, and we expect continued rapid growth in exports of both
vehicles and components as we introduce an impressive line-up of right-hand-drive
vehicles, and the technical, marketing and service support needed to penetrate foreign
markets. »

America’s car companies are the nation’s number one customer of small business and
have contributed significantly to the growth and rising employment in this important
sector of the economy. They are also one of the nation’s leading employers of minorities
and one of the largest customers for minority-owned small businesses throughout
America. The hundreds of millions of dollars they pay in local, state and federal taxes
and make in philanthropic contnbutlons help meet our nation’s educatlonal social and

- cultural needs.

Source: AAMA



. EXAMPLES OF PROBLEMS IN JAPAN’S
AUTO MARKET AND AUTO PARTS AFI‘ERMARKET

Japan’s motor vehicle inspection and repair requirements restrict foreign access to the
Japanese market by excessively regulating well beyond any reasonable safety needs. -

Simply by purchasing front brush guards and adding them to an RV vehicle (adding
‘considerable safety by providing stronger resistance on 1mpact) requires complete
reinspection that may cost up to $30{)0 :

Potential aftermalket auto parts customers call US. suppliers and ask if desired
modifications require mspectlon If they do, 60-70% of the customers immediately lose
interest. Because of this, in some cases, vehicle owners will have illegal modifications.
- done sometimes l(‘admg to unsafe conditions. :

Followmg are additional problems as reported by U.S. businesses:

0 Replacing springs and shocks requires reinspection when it lowers or raises the
vehicle by more than 1 centimeter. In order to pass annual inspection without
this change being noticed, vehicle owners will add roof racks so that the overall
helght is not changed and then remove the racks after inspection.

o The MOT restrictions on replacmg -critical - pan&severely limit- the sale of brake .

' pads, brake rotors, bearings, bushings, rubber parts, shock absorbers, etc. |
According to one U.S. businessman, certified shops "look on non-Original
Equipment (OE) parts as outcasts and won’t even telk to potential suppliers".
Typically, these certified garages are controlled by Japanese auto eompanies and stock
only Japanése auto parts. The U.S. has been accused by the Japanese Government
of trying tc weaken Japanese vehicle safety regulations by requesting that certified

~ garages no longer be required. At no time has the U.S. requested changes from
the Japanese that would make their vehlcles less safe.

o  Even adding specially illuminated license plates, which are popular in Japan, can
make the plates as much as 4 centimeters thicker. In many models of vehicles,
this will extend the length of the vehicle past the 1 centimeter change limit that
requires inspection. This kind of inspection can cost between $500-$600 - Just to.

~ add license plate hght:mgI :

0 Adding special wider wheels toa vehlcle requires reinspection because it changes
the width of the car by more than one centimeter.

o . When addmg a trailer lntch to a car, MOT requires that both the hitch and the
- trailer be brought in for inspection.  This is extremely inconvenient and costly.
Hitches must pass a series of requirements for strength and pull weight. The
rapid growth in the leisure market including jet skiing, camping, and a variety of -




new sports has created great potential demand for these hitches, but MOT
regulations have constrained the market. As a result, many users are attaching
special hitches that swing into place and get around the regulations because they
do not change the dimensions of the vehicle. However, the hitches are -
considerably less secure than normal hitches. .

MOT does not recognize US vehicle identification numbers. Instead it requires a
new number, with the date of import, be added to all vehicles upon entry to the
country. MOT also verifies, during regular inspection that certain critical parts
-are the correct model-year for the car. Here, imports face a special problem
because the inspectors go by the year of the import vehicle identification number -
which may be a different year than the actual model of the car. In these cases,

- US cars have faced rejection during inspection.

Some parts require bighly stringent mspectlon tests. US mufflers have
encountered problems passing the series of five tests that are required under
MOT regulations. Part of this is because inspection stations can be very .
inconsistent and wxll end up passing vehicles with parts from garages with whlch .
they already have a "cozy" established relationship. This adds up to discrimination
against imports. A
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ROY MACLAREN (Internaclonal Trade Minister): Good afternoon. 71;4:
I'm Roy MacLaren, the Minister of Trade for Canada. I'm sorry that Z€!
I've... we've kept you waitihg.- I... we were unavoidably delayed ‘;‘E,:
- ) . . - . . . . A *
and I apologize for the... for keeping you waiting. 1In accordance Bshi:i

with our practices, I'1]l read a statement and then I‘1ll read it aas

zapidly as poséible. ‘Apd then we’ll bégin the questions and :
c0mmegts. ‘
It has Lbeen léss.than 9ix months since the coming intc‘force
of the Uruguay Round agreements énd.the escqblishmént éﬁ the World
- Trade Organization. Our discussions over the past two days have
been mctivatga‘by a collective cbmmitment to the full )
implémentatian qf'theiégzeements, to the consolidation.of this new
. iﬁsti;ucién aﬁa to the éonclusion of ongeing negotiations. We have
looked beyond this agenda to how we might maké‘progresa on the n&w
vgéneration of igsues that must be addressed if we are to waintain
the_momenfum ofwtfadg liberalizaticn. We héve‘also looked heyond
this-ﬁeeting to the G;7kmegting suﬁmit in Hﬁlif;x«and future
mulrilateral meetings including tﬁe 1596 WTO m;nisterial meeting.

We have diecussed the actions necessary to build the WI'O as a

nes? Tl BJR7 ‘an v ' ‘ | ) WVQ?:HA QBG{‘DE'&?W
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economic growth, We reviewed current negotiations in the services
aec:o;.-financiél gervices, teleccmmunicaticﬁs. movemenﬁ of
persons, maritime tranapoxt<servicgs. We~empha§izad the need for
substanti;i further prcgresé in the financial sarvices negctiaﬁiéns
before the end of June_ We reaffirmed our strong shared commltm&nt
to a guccegsful completlon of thc process and urged all countr1CS
to make necessary and speCLch efforts to lmprcve theix offers so
as to create the condltlons for a llberal HFN most favoured nanlon
regime for financial services under the WTO.. We took note of the
sighificant offéravmadc in the negotiatiogs.fcr movement of persons
and would consider additions Co them in 'zesponsé»to improved offers.
S in other areas.; We will work cloaely together ln the weeks
remaining to June 30th and are acthely considering approprxate
‘actions to bring these negot1atxons to a successful conclusion.

We rgccgnize’ﬁhe importance of cempletihgvuheuhaQOtiations on
vbasic telecommunicaticn.sa:vices by April 1994, we‘agree’thac the
sarly ;iberaliéation within chis géctor of services infrastructure

‘ : .
and investment is the'm¢st°effective way to promote a global .
informationiinfrascructure. This would help achieve the objectives
jointly agreed at the February G-7 ministerial éonfeiénce on the
'information society. To prov1de impetus to. the nagotlatlons we
have asked our officiala to meec in the auctumn toe review the sta:ug
of negotiations and to examine obstacles to thelr completion. We
welcome the consensus to launch ambitieous negotiations in the OECD

on our mulctilateral agreement in investment.

nc/y 1 0IR7 'ay
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the World Trade Organization‘on'thé relationship betweéen rules in
the areas of trade and environment. We are sétiﬂfied that progress
is being made towards the objective of making rules in these afcas
complementary while not jecopardizing the géal‘of continued ﬁrade»
libeializacioﬁ. We also took note of work unﬁer way in. the OECD
and the ILO to examine the current mechaniems for the promotion of
labour atandards. We éupporc chis analytical work. we'welcoﬁé the
progress being made in the OECD on the issuesgén stake and beliaye
that they deserve broader deﬁate améqg world players. The

'orientation éf‘our discussions over thé*past ﬁwq.days reflecta the

emergence of new challanges for the trading syscem and new

opportunities for trade liberalizaticn - We do not Lntend toe limit
our future dlSPuSSanS to these seccors and ‘issues, meortant as
they may be, we will actxvely pursue ellmlnatxon cf rema:nlng
barriers and senior officials of ‘the quad wlll study how ‘thig can

best be done. As we look towards the futura agenda for trade

Yy
/

negotiations, the first WTO ministerial meeting in 1996 presents an
opportunicty to maintain momentum Sf trade liberalization.

I would now invite quastioﬁs. As ydu kn9§, Minister Hashimoto
i® on my far right,ASir Leon Bri;tan on my immediate righr and
Ambasaador Kantor on my 1¢£g- 'Iftyou'd identify to whom you‘re
addressing your questions, please, I'dAappreciate it.

/Q: For Mr. Hashimoto and Mr Kantor do you look forward now

to some. gort of trade war, now that your negotlators seem to,have

failed or call wars, perhaps?

NC/T O aiRT aw | o . WYBh R GRRT NC AeW
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not surprised that you should be puzzled because I made no publlc
.stacements after Elther those two meetings and you are cherefore
feeding on unxellablEamaCerlal. The position .of the Buropean Union

is quite clear. We do think that the Japanese market in chese

sectcrs is not eufficiéntly open. - We strongly support any effcrtg
T g,

to open it and we think that there‘e plenty of roifwgg;,movement on

~thact score. On the other hand, we .are naLurally anxious thar any

———

agreement should... that ig made should not‘encourage the purchase

of American cars or parts at the expense of European ones and we

) * N\
woul Ve to be very vigilant about any agreements to ensure RIS —

ic did not have that effeqt; ‘Also(‘WQ are not in favour of

agreements which have any of the aspects éﬁ ménaged trade by which
I mean agreements which derermine purchases on the basis éf
administrative agreement rather than the opération of the market.
I'm asgsured that there is an inténtién that thereAéhculd ba
anything that’s being céllad managed'trade. I hope that thac will
indeed be the case. And ifvanlagreemenc can ﬁe reached. which
opens the Japanese market further, which dges'not have the effect
of discriminating against the European Union, and which does ncﬁ
savour administrarive trade, we would very mu&h'weicome that, but I
don't think I should comment further unless and until we see what
the outcome is.

Q: Minister MacLafen, I understand one>éf‘the iseues that'ycu

were talking about informally was transatlantic trade. I‘m

wandering what kind of a priority that is for Canada to have some

06/8 "4 9467 oy o | RYID6  GEBI OF e
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" the exceallent way in which we have been looked after and the
admlrable chalrmanshlp of Mr. MacLaren Whlch has certainly played
an enorwous part in achxavxng the outcome chat we have.

The relationship between the multilaceral trading system and
any régional free trade agreements or reﬁcvalrof:obstaCIeé is a
complex one which deserveé a great deal of furthér'atudy. We are
in favour of removing cbstacles teo trade. Weéare'also,sﬁronély
commiccted to tbe»mulcilataral'trading system. I made a speech laat
 week about the relationship between the Eurcpean Union and the
United States in which I said that we were looking at ways @f.f

‘ removing~obstaclcs. And that one .of the things that we were

looking at was the possibility of freeing trade Iurthar on a

~bilateral basis. There are many prob ems, legal,’economlc, and
political. * We are in the*&arllest acagesmof.EXamining:all that.
And that really ie all I can say at this scage. B

KANTOR We’xe of course alljcommltted to growing jobs’and'
raising wages and raising standards of living. The progressiv;
elimination of créde'barriers. boﬁh tariff and non-tariff,
contributes mightily cc‘thaﬁ.cauée. we will work and comtinue to
work with our crading partneis in the guad and outside the quad
hllateraliy, regianally and mulcllaterally in order to achieve that
puxpohe- , |

,[TAPE‘INT'ERRUP‘IION] : M o : k

Q: My question is to Mr, ﬁaahiﬁoto, Do you believe you’re

receiving a lot of international eupport for your poait;ou'in the

nesat 49
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the Chinese economy that would be,needed for Chinese’membership.of‘
the WTO 1is sémeching which the Chinese leadership ia in any event
¢oﬁmitted to and membership of thé WTO would reinforce and
strengthen the movement ;oéards the liberalization of the Chinese
economy. It would be the interest of the world.economy'because I

" cannot believe thaE an economy the aize of China;and with the
growth,'fuicher growth po:ehciai that China hgs,should beAleffvout
of che wcrld»:rading system provided it ig prepafed to accept ﬁhe
proper éonditiona for entry to it. Obviously. China has to be
pregared to accept the fundamehtalArules: ‘But I ﬁhink it isn‘t as
simple as that. Itfs not,a>questionvonly of ;éc&pcing the rulés

but of accepting tham when and I think that the essence of

flexibility is'really,a question of locking very carefully at éach
of the commiﬁmeﬁts that China does have to aceept and ask is it
necessary for chat to be accepted at the outset? Can it be phased
in? Can ﬁhey be broken up in diffe?ent’uays sc that some are o
agread nowAand some it is agrée& will be accépted later. It’s;a
complex question. We, iﬁ the ﬁalés had up to ﬁow, all of us, it‘a
fair’to say that last year.»ue:ended in an imﬁésse because it
seemeﬁ thap China was so far away frdm accepting the bare minimum
that we:weran‘c'getting anywhere. After the talks that I hzve had
in China a couple of weeks ago, I very much hope that China will
fealize that we ére prepared to show nnderstanding of the
transitional nacture of the Chinese economy., of the fact that China

Acan’t be expected to do everything immediately. BRut I hope that

r
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Canadian govefnmgnt as represented at this table but also wjth
repreaentativés of Aboriginal peoplaé'yesterdéy here. And tbe
situation is that we have nothing aga;nst the fur ctrade as such.
The problem is presented by the neck hold trap and on the Euxopean
legislation, prodﬁcts that derive in the case‘cf I think fouﬁtéén~
animals from'the use of the neck hold trap‘will_not be allowed from
the 1st of January 1996. That is a date that is alreadyvbeiné
extended from the original date when the leglslatlon will come into
force. BecaUSﬁ the legxslatlon also says that if there lS &n
internatlonal'agreement on alternatxvc method of trapping which
meels ahimal weelfare conéérns,;then‘the ban will‘nct apply. Iﬁ the

context of the IS0, the international body concerned, talks have

gone ‘on that alas, it is quite clear that there’s no prospect 6f
reaching an agitcement on an altexrmative in the time scale ;equired‘
to disapply the legislation. On the other hand, we”are anxious, if
at all possible, to find a solutlon to thls problem, which meets
vboth animal welfare concerns and thc very rcal concerns of the
communities who are so dependent on thls particular economic
activity.

That is'why I{ve explained to both the~gOVerﬁments and the
individuals concerned thgc we are ready on an-informéi basis to
talk with the United States, Canada and perhaﬁg evernn Russia, in
érder to see whether within a narrower. contexc it is possible to

reach an agreement.

We’ve got to work very hard to de that and very quickly,

0/ 4 9162 oN - WYV SGR1F Ae
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in ﬁhe individuél gtances of countries should have no effect upon
this kind of proceeding, and so therefore that is not a cohcerp;

What is a concern, of courae, for all of us, is opening the
sec@nd largest automobile marker in the world. Iﬁ has a negative
effect, the closed market has a negative effect on the etgnohiés of
Europe and North America, and'wesneed,to address thathuesticn

A effectiﬁeiy- ' | | |

I think bBoth Sir Leon Brittan and Roy MaéLaren havé expressed
their concerns quite‘éloquently in that raséeét. I think we Ought
to reserve judgément as to tha;,whgt solutions are found, if any,
and what reactions there ﬁight<be.Afegardless of the solu:ioné;A I

think cthat that would be...it would be unfortunate if we began to

speculate at 1:30, or'whatever:it,is, in the afternooﬁ ﬁoda?,
before wé’d have a chance to meet chis afcernoon, or what mzy
subsequantly occur oéer‘ﬁhe next number of days.

Q: Good aftergooh, I just have a couple of guick'follow-up
questions to Mr. Kantor and Mr; Hashimoto. You said ycﬁ’re going
to meet with ycuf ekperts later on‘today to diacuss the auto.‘ What
time_ ..I'm trying te establish avtime‘frame for'deadlinesvand*‘
whatnot, Wheravare‘you going to be meeting here in Whistler, and
whén’do you expect them to be avexr?

If they are going to be over, when do you expect them to be
over?~ | .

KANTOR: In anawer to your second question, they’'ll be over

when we’re finished.

06/91 "4 . 9162 oy o - . RVIBIR GRRTMC Ao
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'Q: I wanted to ask Ambassador Kantor and’Minister-MacLaien,
what do the short term pzoépeéts look. like fdrkadditional~tariff
initiatiﬁeé, further tariff cuts, or eliminaticn of nuisance
,tériffs or tariff éccaleratioﬁ in the Uruguay round. Did anything
come out of this meeting regarding that'issues?

MACLAREN: As I underétapd ycuf quéstion yéu'ré referring to
the elimination of the so-called nuisance tariffe that are beléﬁ a
certain percentége point. Wefvebidentified a number of activicies,
we think, should go forward as ways in which fﬁfzher trade
liberalizacion can be énhancéd. It remains for cur~bffic;als to

recurn to us with recommendations about the most promising routes

to take, which may or @ay not include the posgibility of
eliminarion of sdme or all so-called nuisance tariffs.

KANTOR: I would onl?‘make-oné remark. It would seew rather
interesting that the fiisu thing wa woula look'at“iékthase taxriffs
‘which are the lowést. rather than those tariffs which are the
highest. And Y would suggest that what we ought to do is begin at
the top and go’down, rather than the bottom and move up. It would
have a certain logic to it that we would sﬁppdrt, bﬁt I'11 leave
that up to the senior officials‘who Q?e gbingfto be assigned this
task and we’'ll work closely with them asg a giéub;

BRITTAN: Could I just say that it's understandable that there
ehould be a focus on tariffs. but in‘the worlé'economy today’,
particularly after tﬁe Uruguay Round, which has seen such a

"significant reduction in tariffs, if we are lqoking ar the next
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when you’'ve got this kind of a disputé'dividing‘two of you?z
‘ MACLAREN: We go lefc° (Laughs) Go ahead, if you'like.

HASHIMOTO:. [3PEAKS IN JAPANESE] |

BRITTAN: .On the Spelelc question of the Japanese market 1t
is true that the European Union car manufacturers have showr:
increasing.succecs in selling cars te Japzn, bu: they’ve had to. in
many ¢ase§, se; up Eheir own distribution syécams, which has'been
extremely expensive. I think there are obstécles énd barfier% and

 there. ItVWOuld'bé reasonabie.for theAdistzibution system to be

more open, for it tofbe pcssible for dealcrs’td stack bothrzqropean

and Japanese care, or American ones as well, if it comes to that.

And there are real obstacles to that happening and there are many

other feél obstacles. 7
So the fact that wa have been dble to aall more cars dcesh’ c
mean that there are now obstacles, or that there are now obatacles
in the car parts market, in particular. We share American concern
about many aspects of that, but I1've expressed thevraservaticns.."
But the question was a diffeéent»one, The guestion thzt waé,
actually asked was whether}the disagreement between, or the failure
as yet to reach agreement bécween thcAUnited States aﬁd Japan was
- an obscacle to us giviﬁg leadership? The answer is empharically
no. If you actually lock at the statement ;hat Minister Maclaren
hag read but,)yoﬁ will see it coveré a very wide range of isgsues in
which we have been able to give leadership. ; The problem of cars

and car parts and the disagreement up to now becween Japan and the

nemy : S | | ' \
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- substantial degree, at least in my view, trade and inVéatment.;rev
bécoming indistinguishahle, and a p;incipal generator of aéditional
trade in the futpré will be the achievement of a binding'and
universal agreemant on ﬁnvestmeﬁt‘ |

I don'ﬁ,see agy hindrance...and any obstacle in our
discussions aﬁ ﬁhis quad, or indeed; I'm sure ac any future quad.
that would result from any bilateral problems'or_prcblems‘suéh_as
you‘&e raiaed. 7

KANTOR: Thank you. First of all, I thipk~the media is doiﬁg
a fabuloug job. I want chat'noced in the record. |

MACLAREN: What ab§ut the édiéor;?

KANTOR: When you have large trading relationships, such as we

all‘have between curselves, itAshould noctsurprise‘anyone'dhat you
have trade disputes. We try to manége thosefdispﬁtes in the best
vay possiblee Each of us i3 representing our governments in the
best Qay possible, in orxder to méke sure we try to resolve'theée
macﬁeis.‘ But it shouldn’t be shocking that from time to time we
have bilateral issues that arc.rai;ed that we have to deal with,
“and this is justvone of them, but it in no wqy>hinders our zbility
to move forward, eithef in the quad. or on the regional con;ext, or
even in ajmﬁitilatérai\contexc;
Let me just say that the European caxr makers have dome so well
in Japan they rnow have 2.8 per cent of the market. America, U.3.

car makers have now reached the grandiose total of 1.3 per cent of

che,Jaganese'ﬁarket.>'That’s 4.7 pexr cent.’ We would hope that we
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first of all, clarlfy what those stumbling blocks mlght be _f they
éxist; and what 81gn1f1cance there would be if you don’t meet the
Jéne'deadline to the process for the other typeg of service sector
agfeemenbs?, | |

BRITTAN: ‘Well; it‘s very simpie, We think‘thatkthere are
quite a few countries thact oughtAta make Qtrdnger-commicmencs To
liberalization of'théir.financial services mérket thén';hey have so
far made, and we. I think, certainly che United Staces and the
European Union,vand I'm,éure,Japan and others as well, will saakyté
persuade them to do so in a way that I hope will enable ‘the EU.;_‘

thevU-S--Japan agreement on financial services to be

-multilateralized and for an agreement to be concluded.

MACLAREN: Thank you very much.
(END OF TAPE 2, SIDE 2)
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AND RULES COMMITTEE JOINT HEARING

AMBASSADOR MICHAEL KANTOR
CUNE « " MAY 17, 1995

Intrdduction

Mr. Chairman, it is a pleasure to appear here today to discuss the opportunities and
responsibilities we face in the coming years in trade policy. We have a unique opportunity to
work together to build on the historic accomplishments President Clmton with bipartisan’
~ suppoit in Congress, has already made in trade.

"In Just over two years, President Clinton and his admunstratlon with bipartisan support m
Congress, advanced and then ensured the passage of the North American Free Trade
Agreement; set our negotiations with Japan on a new course under the Framework
Agreement and are now working diligently to open Japan’s closed autos and auto parts
market; concluded and obtained approval of the broadest trade agreement in history, the
Uruguay Round; set the stage for trade expansion in Asia through the Asia Pacific Economic
Cooperation forum with the Bogor Declaration; and announced creation of a Free Trade Area
of the Americas by 2005 at the historic Summit of the Americas. We concluded the largest
procurement agreement in history with the European Union, 14 agreements with Japan, an
agreement covering 80 percent of global shipbuilding, ic-intellectual property
rights agreement with China. In addition, his Admiinistrati mpleted scores of other
bilateral trade agreements, including textile agreements.

It is important that we don’t rest on our laurels, however. We must move forward in the
effort to open markats and expand trade, especially in Latin America. This is a critical part
of the effort to create jobs and raise standards of living in the United States, foster growth
and build global stability. Today, I want to talk about how important this is to the country as
we approach a new century, and the importance of working together to establish an effective
fast track procedure that ensures we can negotiate and mlplement trade agreements that fully .
benefit American workers and compamcs

It is important to first emphasize the importance of trade to our future prosperity. President
Clinton’s trade policy is part of an economic strategy to keep the American dream alive as
we move into the 21st century. President Clinton understands that future prosperity in the -
United States depends on our ability to compete and win in the global economy. He has

~ based his trade policy on three basic truths about the era in which we live.

1) Trade is mcreasmgly important to the U. S economy
Where our economy ‘'was once largely self contamcd now we are mcreasmgly mtcrdepcndent V

with the rest of the world. This change began decades ago, but has accelerated in recent
years. Twenty seven percent of our economy is now dependent on trade. 4



This global economy offers tremendous opportunities for American workers. Over 11 million
workers in this country owe their jobs to exports. These jobs pay higher wages, on average,
than jobs not related to trade. Every billion dollars of exports supports 17,000 jobs. Clearly,
expanding trade is cntxcal to our effort to create good high-wage jobs.

The United -States has a mature economy and we have only four percent of the world’s

~ population. Future opportunities for growth here at home lie in providing goods and services
to the other 96 percent. Given this fact, opening markets, expanding trade and enforcing our
trade agreements are more important than ever to fostering growth here at home.

.- 2) Trade is increasingly central to our foreign policy.

With the end of the Cold War, and the growing importance of trade to our ecoﬁomy,
“economic concerns are now as evident-in our foreign policy as strategic, or polmcal
concerns. : _

After World War II and during the Cold War, the Umted States used trade policy as part of
the strategy to help rebuild the economies of Europe and Japan and resist communist
expansionism. We led the world in global efforts to dismantle trade barriers and create
.1nst1tutxons that would foster global growth. '

During that period, we often opened our market to the products of the world without
obtaining comparable commitments from others. As the dominant economic power in the
world, we could afford to do so. And as part of a strategy in the Cold War, we needed to do
© $0. ‘ ‘
Despite the uneven commitments, the resulting expansion of trade fueled growth, stability
and ultimately proved to be the winning card in the Cold War.' But now we are no longer the
sole dominant economic power in the world. We are the world’s largest economy’ - and

~ largest trading nation -- but our economy, which represented 40 percent of the world’s output
following World War II, now represents 20 percent. :

Although we welcome the products, services and- mvestment of other nations here in the

- United States, now we insist that the markets of our trading partners be open to the products,
services and mvestment of the United States. We insist on reuprocﬁy in our trade
agreements

In addition it is critical to fostering global stability that we expand economic ties with other
countries. Fostering growth in other countries through expanded trade is in our interest
because it builds the middle class and helps democracies take root.

3) Our nation’s economic strength begins at home. .
Trade negotiations and trade agreements open new opportunities for American workers and
firms. All of us, in turn, must accept the responsibility to make the most of those -
opportunities. And government -- at the local, state, and federal level -- must work as a

partner with the American people to give them the tools to prosper in the new ec’onomj.
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Getting our own domestic policies in order, expénding education, and investing in the future
has taken on a new urgency as we compete in the global economy. :

American workers compete against highly educated high-wage workers in other countries as
well as low- sk111 low- -wage workers. We must make sure everyone achieves their full
potenaal

Together, President Clinton and the bipartisan coalition in Congress have ensured American
leadership in the global economy. We have opened doors of opportunity that have led and
will continue to lead to the creation of jobs.. Our efforts to open markets and expand trade
will particularly benefit small and medium sized businesses, who often lack the means or
resources to overcome foreign obstacles to trade. Despite the temptation to turn inward and
cut ourselves off from the world, the United States has renewed .its commitment to remain
engaged in the world and continue the U.S. leadership role in the global economy.-

Fast Track

Our trade agenda is now entering a new phase. We must get down to the hard work of
reaping the benefits of those trade agreements that we have negotiated over the past two
years for the good of U.S. workers and companies. We must forge new agreements to
continue to reduce trade barriers to U.S. exports and expand economic opportunity here. To-
do that the President and the Congress will need to work in close partnership. Essential to
‘that partnership -- and to opening foreign markets for American. goods and services -- is a
renewal of trade ne;rotlatmg authorlty in fast track.

- Mr. Chairman, there are strong reasons why the Congress created fast-track -- and then
.renewed and extended it over the past 20 years. And why Congress has made fast track .

procedures available for both Democratic and Republican Presidents. First, fast track

confers a very powerful advantage on America’s trade negotiators. Just consider the

astonishing list of trade-opening agreements we negotiated under fast track during the past -
" two-decades -- including the GATT Tokyo Round, our free-trade pacts with Israel and
Canada, the NAFTA, and, most recently, the Uruguay Round agreements. Fast track was
vital to each one of those accomplishments. I can tell you first hand that we simply could
not have brought home the Uruguay Round agreement or the NAFTA if I did not have the
fast-track to rely on.

Fast-track allows the United States to set the pace and timing of our most trade important, -
negotiations. More importantly, fast-track gives us credibility and clout at the negotiating
table. It tells other countries that the Administration and the Congress stand together in
negotiating the best possible agreement, for the United States. That means American
negotiators can make tough demands, and our negotiating partnets know that Congress will
back up those demands. And it allows our trading partners to make hard decisions with the
assurance that the United States will not reopen the deal it strikes.

Fast track isn’t just a vital negotiating tool. It provides important, indirect trade advantages
as well. Fast track sends a powerful signal to those countries hoping for special trade
arrangements with us. It says that the Congress and the Administration are serious about
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moving forward. That creates a strong incentive for countries to make unilateral economic

- reforms and market openings -- just to qualify for free and fair trade negotiations with us.

We can already see the power of this incentive in Latin America, where numerous countries
are reformmg their economies and lowering trade barriers based in part on the hope of
entering into a free and fair trade arrangement with us.

. Conversely, if we fail to renew fast-track -- and thus signal that America’s trade agenda is

"on hold" -- countries in the region are likely to procrastinate in‘making the changes we
seek. Moreover, other countries that are prepared to negotiate will set the terms of
integration in the region -- terms that are not likely to coincide with U.S. objectwes or
standards of fair trade.

Holding out the pos'sibility of privileged access to the U.S. market acts as a powerful R

"carrot,” which coniplements the "stick" of U.S. trade remedies. That gives the President,
working with bipartisan leadership in the Congress, the full array of economic policy tools to
further this nation’s trade interests.

‘Mr. Chairman, you know just how much importance I attach to our trade laws. I have not
~ been reluctant to enforce those laws when other countries have unfairly closed their markets

to our workers and companies. Our trade laws are very important tools to open those
markets and level the playing field. To fully benefit American workers and promote -
economic growth, we must complement use of our trade laws with the economic
opportunities created by trade-opening agreements such as the Uruguay Round and the
NAFTA. Agreemerits fostered by fast track authority mean hundreds of thousands of high-
wage, high-skilled jobs for Americans across this country. Fast-track renewal is critical if
we want to continue expanding economic and job growth in this country by opemng key
foreign markets for our firms and workers. »
In sum, fast-track represents a joint undertaking by the President and Congress to accomplish
the best possible results for the United States in international trade negotiations. That is why
Congress has provided fast-track procedures for every President over two decades -- and why -

 fast track has always enjoyed wide bipartisan support.

Fast track is also an issue that has united the Congress and the Executive Branch. Fast track:
creates a partnership establishing a clear channel for the Congress to be consulted, make its
voice heard, and have its specific concerns addressed both before and after negotiations get
underway. And fast track ensures that the Administration and the Congress draft
unplementmg legislation together. ‘

Mr. Chairman, I would like to note that trade policy has become much more complex in the
last fifteen years. When the GATT was founded after World War II, it began with lowering
tariffs. Later, we began to address non-tariff barriers. In the Uruguay Round, we established
rules for agriculture, services and protecting intellectual property for the first time. This
fifty-year record of tariff reductions and trade rules have sparked tremendous
interdependence among nations. The prosperity of the United States, as well as many
countries around the globe is now increasingly dependent on fostering free and fair trade.
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Our focus on non-tariff barriers has now led to issues that have been considered "out of

" bounds" because they address a nation’s internal policies, not at'the border. We look at these
policies because they distort or inhibit trade. These policies include, but are not limited to,
a nation’s actions -- or inactions -- regarding anticompetitive business practices; lack of

- regulatory transparency; corrupt practices such as bribery; environmental protection; and

~ adherence to internationally recognized labor standards. In addition, there is a clear need; as
demonstrated by the creation of the Committee on Trade and Environment in the WTO to
clarify the relanonshlp between trade disciplines and environmental policies.

President Clinton has long understood the importance of these issues and firmly believes we
must move forward in addressing them. As a candidate, he spoke at North Carolina State
University to endorse the NAFTA, but insisted that we negotiate agreements on labor and
environment as they intersect and interact with trade. As President, he has spoken frequently
on these issues and worked hard to address them with our trading partners. President
Clinton understands that this is an important part of working towards more open markets,
fostering global growth and maintaining U.S. leadership in the global economy. -

At the historic Summit of the Amencas last December, the nations of this hemisphere agreed'
to recognized the link between trade and the environment, as well as trade and improving -

. working conditions. The Declaration of Principles says, "Free trade and increased economic
integration are key factors for raising standards of living, improving the working conditions .
of people in the Americas and better protecting the environment." In the Plan of Action, the
34 heads of state pledged to make trade and environment mutually supportive, and to
"further secure the observance and promotion of worker rights. " :

~ We should view the current debate over whether fast track should include labor and
environment in this context. We are beginning to reach mtematlonal consensus on the

unportance of addressmg these 1ssues : ~

Therc are, of course, dlfferences of opinion in the Congress about the relationship of trade

and labor and the environment. This is a very difficult issue both substantively and

politically. However, we should not run away from this challenge we should seek to find a

sohmon that enjoys broad blpartxsan support. '

The President needs to have the ﬂex1b11ny to act to take quick advantage of opportunities to
conclude agreements that will benefit American companies and workers. The President -- as
well as future administrations -- should have the freedom and flexibility to address whatever

*issues that arise in trade negotiations. Thus, to ensure the President can seize the tremendous -

opportunities in the global economy, we need to have fast track, reflecting our trade
priorities in several areas:

. Extended Uruguay Round Negotiations. We are poised to move forward within the next
year to complete extended negotiations, as called for in the Uruguay Round agreements that
the Congress approved last year. For example, we now have talks underway in the WTO to
open markets around the world in financial services and basic telecommunications services.
Agreements in those two dynamic sectors could be of tremendous benefits to our firms and -
workers. We also expect to negotiate a further lowering of trade barriers in the agriculture -
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. sector, where the United States leads the world; in investment; and to establish new,

universally applicable rules of origin to streamline customs procedures world-wide. Congress
can improve our chances of success in each of these areas by renewmg fast track for these
talks ~

In addition, we should begin to studﬁ/ areas in which we can progressively expand economic
ties and remove trade barriers w1th the European Union,. already our largest tradmg partner

Latin America. An issue of great importance for this administration is to build on the
commitments of the Summit of the Americas and expand trade in this hemisphere. Allow me
to explam ‘why the U.S. must move forward with concrete action to expand trade and

negotiate trade agreements in the Western Hemisphere and why we seek fast track to do so.

- The history of our economic relations with Latin America and the Caribbean was based for

much of the last 20 years on a preoccupation with official development assistance and other
politically driven initiatives in our effort to encourage democracy. Many countries in the
were non-democratic regimes. The region was viewed as devoid of market based competitive
economic policies or significant opportunity. Not surprisingly, our.trade with the region was
viewed as having liftle promise. U.S. trade policy towards the region was focused almost
entirely on a limited set of issues with only a few countries in South Amenca and on tanff
preferences for sub-regional groups.

This old thinking has been buried in recent years by a revolution in economic policy coupled
with a dramatic strengthening of democracy. This Administration, or any astute observer of
this hemisphere, does not believe this region should be ignored. Accordingly, numerous
initiatives to strengthien ties in the hemisphere have been launched or strengthened.

. - !
We have an historic opportunity now to take major steps toward hemispheric prosperity --
and expand U.S. economic opportunities. Strengthening the .economic ties among the nations
of the Americas will cement recent economic reforms, foster growth, build the middle '
classes and strengthen democracy. This is not time to sit back and hope for the best, or lose
sight of the need to act on our hemispheric objectives. There will inevitably be some
difficulties as we proceed, but to not proceed will only increase the prospect of the U.S.
losing out on substantial economic opportumty and the chances of having to face unnecessary
economic turbulence.
The Summit of the Americas was a watershed in hemlspherlc relations It placed the United
States squarely in the center of the hemisphere’s economic integration and renewed our

. leadership position. Our economic fortunes, and our leadership in this hemisphere, however,

will be determined in large part by the success we have in implementing the Summit trade
and integration action plan. This Administration is determined to, move forward to begin
building the Free Trade Area of the Americas (FTAA). The negotiation of Chile’s accession
to the NAFTA is a riecessary strategic step in this endeavor. If we are not able to complete
Chile’s accession to the NAFTA expeditiously, others in the Hemisphere will ask if we are
able to lead the hemlsphcrc s integration and market opening. C

The absence of a timely Congressional fast-track procedure to review and implement
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- comprehensive trade agreements will: -

® - undermine the U.S. ability tn open vibrant new and grow“ing markets in the
hemisphere and significantly influence the critical injtial stages of the FTAA process;

® - cripple our ablhty to build more fairness and openness mto the hemisphere’s trade
regnnes '

. ; ' . .

L3 weaken the hemlspherlc commitment to market based economic policies and open -
economles and :

® . most importantly harm our ability to increase the higher paying U.S. job base that )
results from the expansion of U.S. trade and the stimulation of investment. '

This is an issue on which the Administration and Congress should come together for the
national economic interests. ;

Let’s consider what is at stake from an »economic standpoint,for the United States:

o Latin Amenca and the Canbbean is now the second fastest growmg region in the
‘ world; ‘

° U.S. exports to this region exploded from nearly $31 billion in 1985 to nearly $93
billion in 1994, suppornng over 600,000 new U.S. jobs;

e  U.S. exports to Latin Amerlca mcludmg Mexico, mcreased 71 percent frorn 1990 to
1994;

e  U.S. exports to Latin America and the Caribbean now approximate our exports to the
European Union (E.U.). If trends continue, U.S. exports may reach $232 billion by
2010, greater than our combined exports to the E.U. and Japan,

. Latin Americans spend an average of 40 cents of every dollar spent on trade on U.S.

goods. We supply over 70 percent of some Latin countries’ imports and often three
to four times as much as a country’s next largest trading partner: and

e U.S. exports of capital goods, which account for over half of U.S. exports to Latin

America and the Caribbean, in just the 1992 to 1994 penod increased dramatically.
For example:

- electrical machinery exports increased from $6.8 b1111on to $9.7 billion, or 42
percent; and :

- office machines and computer eqmpment mcreasecl from'$3.4 b11110n to $5 billion,
or 47 percent

We must also bear in mind that the region is not waiting for us. The world recognizes the,
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new vibrancy of this region. The region is embarked on its own agenda, easily the most
active of any developing region in the world. The E.U. is seeking preferential trade '
agreements with the Southern Common Market (Argentina, Brazil, Paraguay and Uruguay) --
which comprises over half the economic output of Latin America -- and others that have the
potentlal to leave U.S. exporters, investors and service providers at a relative disadvantage.
The average tariff in the reglon is still four times the U.S. average. It is in our interest to
undertake efforts to gain tariff free access to these important markets as our competxtors are
doing while U.S. exporters continue to face significant tariffs.

The competition to seek out new economic and trade opportunities must be faced with a
decisive commitmerit to comprehensively open markets on the basis of reciprocity in this
hemisphere. The constant search for new economic opportunity is something this country
was built on, but one that has taken on ever more challenging dimensions in this hemisphere.

The first critical step is Chile’s accession to the NAFTA. _It is important for the United
 States to forge a partnership with the leader of economic reform in Latin America and its-
most dynamic econcmy over the last 10 years. Chile is one of our fastest growing export
markets in Latin America. U.S. exports have grown from $682 million in 1985 to $2.8 .
billion in 1994 -- quadrupling. We ran a trade surplus with Chile of nearly $1 billion in
1994. Since 1985, Chile’s economy has grown at an average rate of six percent rivaling the
dynamic Pacific Rim economies. In the first quarter of this year Chile’s economic growth
has been 7.4 percent and has shown declining single digit inflation. Chile is an economy that
has thrived on increased trade and investment and on prudent growth-sustaining economlc ‘
pollcles

Chile is not just a symbol of refam, but an activist in opening markets, having negotiated
- free-trade areas with Venezuela, Colombia, Ecuador and Mexico. It is pursuing an
agreement with the Southern Common Market and has proposed a free-trade area with the
E.U. Chile was the first developing country to bind all its tariffs in the GATT during the-
" Tokyo Round, was an active player in the Uruguay Round, and is a new member of APEC.
_Chile’s accession to the NAFTA is its number one trade priority. Two successive Presidents
have committed the United States to the pursuit of a free trade area with Chile. On
December 11, 1994 in Miami the President, along with the leaders of Chile, Mexico and
Canada, committed to pursue Chile’s accession to the NAFTA in what is viewed in the
region as a near term test of the U.S. commitment to trade and economic integration in the
hemisphere. Ensuring that happens will encourage similar economic and trade policies -
through this hemlsphere --a goal we can all view as cnormously beneficial to our economic -
future. :
. , o v

For the United States, Chile’s accession to the NAFTA, because it will need to address a
“comprehensive set of U.S. inspired disciplines, is the most important concrete step we can
now take to ensure we are shaping the trade and integration effort in Latin America in a
realm of fast-moving and competing trade agreement paradigms. Chile, the region, and our
European and Asian partners, are measuring the U.S. commitment to lead.



Asia

Finally, it is important to build on the Bogor Declaration, the commitment by the Asia

Pacific nations to eliminate barriers to trade by 2010 or 2020, depending on each country’ $
“level of development. < :

The Asia Pacific region is critical to future U.S. prospects for trade expansion. It has the
fastest growth in the world -- three times the rate of the established industrial countries. Over
the past three decades, Asia’s share of the ‘world’s GDP has grown from eight percent to:
more than 25 percent. By the year 2000, if current trends continue, the East Asian economies
will form the largest market in the world, surpassing Western Elirope and North America.

This growth has led to an explosion of trade with the United States East Asia is the number
one export market for U.S. products. US merchandise exports to Asia have grown nearly 60
percent over the last five years. U.S. trans-Pacific trade was 50 percent more than our trans-
Atlantic trade in 1992. Our exports to- Asia account for over two'million jobs in the United
States. One projection shows that Asia, excluding Japan, will be our largest export market by
the year 2010, amounting to $248 billion.

Following the APEC summit last year, APEC leaders directed ministers to develop a plan for
- implementing the Bogor Declaration. Work is underway to develop an APEC Action Agenda
for consideration at the next Leader’s meeting in Osaka, Japan, in November. All APEC
members are working constructively and pragmatically to prepare this agenda, to define
issues fro APEC work, and to outline the business facilitation, cooperation and liberalization
steps APEC should take to implement this important goal. The Osaka meeting also will be a
critical next step to realizing the Seattle Summit’s vision of an Asia-Pacific Community of

. nations which ensures U.S. presence in the region’s economy in the future.

Conclusion

Mr. Chairman, President Clinton, with the support of a bipartisan coalition in Congress, is
doing everything possible to raise standards of living and improve the lives of working
Americans as they compete in the new economy. Together, we must continue to fight to open
markets and expand trade, because it will foster new opportunities for working Amerlcans
create jobs and raise standards of living.

The President put it best in a speech last November: “The center, the heart of our economic -
policy must be an unbreakable link between what we do to open the global marketplace and
what we do to empower American workers to deal with that marketplace. "

Americans need not hide behind their fears, but must boldly build a new country of péace'k’
growing prosperity, and economic security. I look forward to werkmg with you to achleve
that goal. Thank you very much.
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Thank you, Bill [Seddon Brown, Chairman of the EU Committee], very much and
thanks to the [American] Chamber [of Commerce of Belgium] for organizing this
event on fairly short notice. Two and half years--time flies when you are having
fun! (Laughter.}) Yes, Bill, | do not know about high gear, but | am going to drive
very carefully in what'| say here today, especially about autos. | think we would all
be well served by that. | would like also to acknowledge that Heidi [Shu|man] is
with me today; it is a delight to most people to travel with someone who is ydur-
best advisor and chief partner in life. | would like to also’ racognlze our
Ambassador to Belgium, Alan Blinken, who is an old friend and is doing such a
wonderful job here, and even older--I am not sure chronologically--but certainly
older as a friend, Stu Eizenstat. He does a marvellous job as our Ambassador.
Stu is right here in front of me. We have known each other for too many years
now, and he has done a magnificent job representing his country here at the EU.

. He has also done a magpnificent job generally not only for trade but for intemational

relations as well. And Fran [Eizenstat] is here, both old friends. It Is always a

'delight to comé and feel so welcome, not only by all of you but by your friends for .

either your deeds or your misdeeds of the past. {Laughter.) And do not ask Stu
about them; he knows too much about me already. Also with me is our newest
Ambassador and my deputy, Jeff Lang, sitting at table 3. My chief of staff, Peter
Scher, and Ann Luzzatto are here as well, as are Chris ‘Marcich, Don Abelson, and
Bennett Harman; so we are well represented here from the Office of the United '
States Trade Representanve :

| thought I w:::uld start today by describing what happened just an hour ago. | think
you deserve to have a report on our meetings with Commissioner Brittan and
Commissioner Fischler. | was at the Breydel building; | have mixed feelings going
back there, time after time. (Laughter.) There were days | did not leave the
Breydel building in 1993, and as | go back in there, my stomach does begin to hurt
just a bit (laughter). But the meeting this morning was friendly, business-like, and
very productive. We exchanged views on automobiles, and our positions on .
bananas were exchanged as well. (Laughter.) We made real progress in a
number of areas including procurement, and | welcomed the decision by the
European Parliament in that area; as you know, that is the largest procurement
agreement in history between the EU and the United States, 100 billion dollars in
opportunities on each side. Now | see Hugo Paemen [European Commission
Deputy Director General, External Economic Affairs] who had so much to do with
this; Hugo, you deserve great credit for that agreement. We also made great
progress in the area of investment and mutual recognmon agreemenls in
enlargement and in leghold traps. On financial services, we agreed to continue to
work together towards having third countries make their commitments stronger.

And we had helpful discussions on seven or eight other issues; so you can see this
morning we did not waste a lot of time. Again | appreciate all the fine work done
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by Commissioner Brittan and Commissioner Fischler and their colleagues. It is
always delightful to work with such thorough professionals.

My first speech to this group was at the opening of another hotel in this great city.
I think it had not even opened yet; | had to wear a hard hat as | walked through.
(Laughter.) Some at that point were hoping something would fall on my head, as |
recall. (Laughler.)’ But | think we have gotten by that. | would like to say that we
. had many challenges during that period of time--the greatest of which, of courss, to
reengage the Uruguay Round and to finish it by Decemnber 15. | remember a
conversation with President Clinton when we came into office and after | was swomn
in. He called and said, "I want you to finish the Uruguay Round by December 15."
Of course, | was well_aware it had been going on for seven and a half years, as
- many of you know And | said, "December 15 of which year?" (Laughter.) He
said, "This year [1993]!" | said, “That is ten and a half months." He said, "l know
;o you can do it." Well, with the great help of Leon Brittan and people here in the
"~ European Union, we were able to do that, but that was not all. We completed in
1993 the North American Free Trade Agreement, the largest free trade agreement .
in the world. We were able to reinvigorate the Asia Pacific Economic Cooperation
Forum in Seattle during November. November was very interesting: we passed
the NAFTA, reengaged the APEC, and then went right on and finished the- Uruguay
Round by December 15. You can imagine | did not get. much sleep. during that
period of time. And December the ninth through eleventh of 1994, we had a
Summit of the Americas where we agreed to establish a Free Trade Agreement of
- the Americas, bringing together the 34 democracies of the Westermn hemisphere. In
addition to that, we reached a procurement agreement and an IPR (intellectual
property rights) agreement with China, one of which | am glad to see the European
. Union' has also been able to take advantage of. And besides that, we had 77 other
agreements as well in the first 28 months in office. Clearly, President Clinton
understands the necessnty of trade and mternatlonal economics and how it relates
to our future,

However, we cannot forget where we have been, what the challenges we have
faced, and where we are going in the future. During WWII, our uncles and aunts,
our mothers and our fathers joined together across the pond, as they say, to put
down fascism and to make the world safe and to'try to build a new world of
prosperity and stability and strength and purpose. At the end of the Second World
War, we joined together and did not do what was done after the First World War;
we did not, as Chancellor Kohl has said, "hide behind our fears." With the Brstton
Woods agreements, we instituted the IMF and the World Bank, and of course the
General Agreement on Tariffs and Trade. . Clearly the people who instituled those

- conferences looked to a new world, ushering in the greatest era of prosperity
‘humankind has ever known; they had vision, had purpose, were dedicated, and"
‘were bold. But clearly the challenges we face in this new phase beyond the Cold
‘War frankly afo just as great, maybe more difficult than those we faced after Wwii,
certainly more complicated. Let me indicate that you need some perspective as we -
see the glue that used to hold us together--that is the strategic and political
concerns about the Soviet Union and its threats to the West--has dissolved. We

. now have Russia and the CIS states; we have Central Europe we see only three
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real communist nations left in the entire world. But that creates all kinds of new
challenges and all kinds of difficulties. Clearly now, rather than putting aside our

- disagresments in deference to a much larger strategic purpose, we today have to

address those issues that have long faced us.

What are we going to do and how are going to face them? First, of course, is to
make sure we maintain a strong and prosperous ecoriomy at home for all of us. -

We have to address issues such as education and training, crime, debt, deficits, all

the things we all face mutually, the environment, structural problems with labor.

. We have had conferences between the EU and the United States on a number of

these issues; we need to continue to do so. ‘As wea strengthen our economies. at
home as certainly we are doing, we need to be engaged abroad. You cannot hide

from the reality that we are globalized, we are interdependent, and we must in fact

depend on each other for our future. Much of that of course is going to depend on

lowering barriers to trade. We need to build on the last two amazing years in trade -

in this world, where trade between nations and exports have increased 22%. | was
just telling Bill, in the last three months in the United States, our exports have
increased 18% over the quarter. That is the greatest increase in exports probably
in American history; certainly by dollar volume it dwarfs any other increase. But it
is only a manifestation of the explosion in the world economy. We want to take

advantage of that in the United States, and you want to take advantage of that, our

European friends here. But the world needs to take advantage of it as we try to
build stability and growth

What are the next steps? What do we need to do to rrfaké sure we take advantage
of the opportunities that we face? We need first of all to cooperate--cooperate in
globalization and exports, cooperate and make sure we continue to build these
economies. Second, we need to implement the Uruguay Round-in the best way

possible. We are faced with some real challenges: one is how we deal with labor

rights -in the World Trade Organization. Since 1919 and the Treaty of Versailles,
when we intersected labor and trade, and in the 1947 Havana Charter, every U.S.
President since 1953, since Dwight Eisenhower, has supported intersecting labor
and trade. We need to have that discussion in the World Trade Organization.
Nothing is more important than addressing‘issues such as child labor, slave labor,
prison labor, the right to bargain collectively, freedom of assaciation, and working .
conditions. Those are legitimate, they have purpose, they have meaning, and they
are critical to our future. In addition to that, we have to finish our discussions on
financial services by June 30 and basic telecom next year. We also nced to have
more transparency in Geneva, in the World Trade Organization. For too long

~ intemational organizations, including the GATT, have been secretive. We need to'

let the public see what we are doing; that is the way to build credibility, that is the

~way to build an organization, that is the way to ensure fairness. And the United

States will continue to work with the European Union in that regard. Last, but
cerainly not laast, we need to make sure the dispute settlement understanding--
one of the most crmcal parts of the Uruguay Round--works and works well. And
the United States is committed to that and will contmue to be.

T e
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In addition, there are other things that need to be ‘addressed, including competition
policy not covered by the Uruguay Round. Too many countries around the world
either leave competition laws or any other monopoly acts unenforced or fail to have
the acts themselves or eftective laws in place. We cannot have a situation where
discrimination cccurs in a market place, which locks our products out because of
failure to enforce competition laws. It should be the next thing we take up in the
WTO in addltlon to those other items | have just mentloned

Last, | would like to mention’ ‘'something that has been on my mind since | took this
job. I think if | talked to any business person in this room, all of you and your
colleagues not only here in Europe but-around the globe would tell me this is a
problem you face every day and one which is not hidden, but is not talked about in
polite company. Waell, no one ever accused me of belng polite; so let me talk about

" it here today just for a moment. It is bribery and corruption. Nothing has a more
‘pernicious effect on trade than our continued tolerance of bribery and corruption in

international trade. We must address this issue. It is not fair to those companies
who will not participate, it is not fair to the countries or the people who are subject.
to those concerns, and it.inhibits trade around the globe. What we need is less
govermnment regulation, number one. That will help. Second, more transparency!
Let me suggest that others begin t6 adopt laws like the United States has under.
the Corrupt Practices Act, that we have everyone sign on to the Procurement
Code, and that we have WTO involvement in this issue. | cannot tell you how
many business people have talked to me day after day, week after week, month -
after month, about our failure to address this issue. We in the United States have
had a Foreign Corrupt Practices Act now for years: it is working and works well.
But American businessmen will tell you--and many of you represent companies--

- that we have pioblems competing because of it. Just since 1994 alone we have a

hundred instances of U.S. companies losing out in contracts because of brlbery or
corruption.. We must address that issue. ;

Let me address now the next issue, which is one that comes out of my concern
about barriers to trade and discrimination, one which is in the news very much
today, one | think all of you may have differing opinions abaut how it should be-
addressed, but none of us should doubt that it is a problem that must be discussed
and must be remedied. No country in the world has benefited more from open
trade than Japan. No country among developed countries in the world has a more
closed market in manufactured goods. Today Japan imports in proportlon to gross
product less manufactured goods than any other developed nation in the world. In
autos and auto parts, the Japanese market imports about 4.6% of its consumption
of autos and trucks, 3.1% from the European Union, 1.5% from the United States.
In the United States of Amaerica imports total 33%; in Europe the percentage goes

"up as high as 60%. In auto parts, the disparity is even greater. The Japanese

market imported last year about 2.6% of foreign competitive auto parts. This kind
of discrimination against foreign competitive goods made'in Europe or the United
States or Brazil or Australia cannot continue if we are going to maintain an open
trading system. Japan is the second largest economy on earth. It is the second
largest auto market on earth: 6.5 million vehicles sold last year. In July 1393,
President Clintan reached a framework agreement with the Japanese Prime
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Minister which indicated in the priority basket we should have a significant increase
in opportunities, access, and sales of autos and auto parts in the Japanese market.
It was a result-oriented agreement, not targets, not market shares, not managed
trade; so you get rid of that quickly. It was a result-oriented agreement; in May
1994, another Japanese Prime Minister on May 23 agreed to reiterate that
commitment on behalf of Japan. For 20 months the United States and Japanese
negotiators, starting at the ministerial level and working their way through, have
negotiated these agreements. Let me say today, not in the aftermarket, not in
terms of auto sales, not in terms of the original equipment market, are we even
close to agreements. The United States has decided to take two steps in order to
try to open up this market. President Clinton has made it clear time and again that
we are_going to open, the Japanese market on an MFN basis for auto and auto
parts one way or the other. One step we have taken, we have given pre-filing
notification to the Director General of the World Trade Organization that we will be

“filing a case Now it is less than 45 days from the day we notified; so there are .

probably only 3¢ days left. This case will be filed under the articles of the WTO .
which cover certain acts, practices, and policies of Japan in this area. In addition -
to that, there are acts, practices, and policies which have an adverse effect upon
U.S. economic interests and which are not covered by the Uruguay Round--and -

there are some, as we know. Here, we will exercise our trade laws--as we are

allowed to do under the Uruguay Round--and bring.sanctions against the Japanese
government, if by June 28 there is no agreement. None of this has been done
lightly: none of these decisions has been taken with great haste or with great joy.

But let me say we do not have an open’trading sysfém-and ‘¢annot expand.in the ~
most vital market in the world--namely, autos-and auto parts. Let me give you an
example in the United States: two and a half million Americans are directly
employed in the auto industry--in the manufacturing $ector, in the dealerships, and
in the suppliers. The auto industry represents 5% of a 7 trillion déllar gross ‘
product. The auto industry is the largest purchaser of steel, iron, aluminum,
platinum, flat glass, rubber, natural rubber, and almost the largest purchaser of
semiconductors of any industry in the United States of America. The failure to be
able to be treated falrly in the Japanese market, not to be discriminated against, to
be able to have the opportunity, let me say'it again, the opportunity to sell our parts
and cars in that market is critical to our future, and frankly it is critical to Japan as
well. It should not escape our attention that Japanese workers are the second
highest paid workers in the world, yet their standard of hvmg is one of the lowest.
The reason their prices in their markets are so high is that competition is so low. If
more foreign competitive goods were allowed into Japan, there would be lower
prices and a raised standard of living; there would also be increased global growth.
The right signals would be sent to the rest of Asia to open their markets as well.
That is globalization and interdependence acting in the way lhat they should. So |
would call upon my Japanese friends with whom we have worked so well over 28
months. We have had 14 agreements during that period in trade--the most ever in
American-Japancsie relations. We cooperated on the Uruguay Round; we

~ cooperated in APEC (Japan is the chair of APEC this year); and we are working

closely with our Japanece friends in that regard. It is time we open the Japanese
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market on a MFN basis for Europe, for Brazil, for the United States; it is in the
interest of Japan; it is in. the interest of the rest of the world. .

There are many who have talked about our transatlantxc initiative as the next step
in trade. We are committed to progressively eliminating ‘barriers to trade with the -
European Union on a constant basis. The.United States and the EU do have trade
barriers, but let's look at the positive side: in terms of investment, the European
Union has 232 billion dollars invested in the United States of America. The United
States of America has 247 billion dollars invested in Europe—nearly equal. Our
total trade in goods, services, and investment is about 300 billion dollars, the
second largest trading relationship on earth: only the U.S.-Canada relationship is
bigger today. It is in both of our interests that we expand our economic tiss: it will
promote stabhility, it will strengthen our ties, it will enhance our strong relatiofiship.
Let me put this in a little larger context: we need to do this for many reasons, but
the biggest reason is the United States and the EU, the two largest economies in
the world, need to show leadership. We have strengthened our strategic ties.
When we have lost the glue that held us together at one end in terms of the Cold
War, we now need to grow the connective tissue in trade at this end in order to’
continue this relationship which has been so important to both sides. | have
assigned Ambassador Lang--and Ambassador Eizenstat has agreed also to work

with us--to work with our European friends in this regard. There are four steps we

. would suggest be taken as soon as possible: one has already started here in the

European Union, that is the study of which barriers are the most difficult and what
we need to address--services, investment, telecommunications, IPR, and
agriculture. Second, we should promote immediately, as | said before, progressive
elimination of trade barriers between us; standards, invastment, and financial
services would be three places to start, and mutual recognition agreements as well,
which we talked about this morning. Third, we should look at how we can, with a

building block approach, move further in the future_towards eliminating all tra_da

barriers. Fourth, let me suggest that we ocught to build a major and purposeful
transatlantic dialogue among our businesses. Those are the four steps: studying
the barriers, promoting immediate progressive elimination.of trade barriers,

developing pOSSIbIe steps to the completa elimination of barriers, and-a

transatlantic business dialogue which should help this entire process. We cannot

* move without you and your colleagues, the people in this, room and be successful
- in doing this.

When WWII ended, the old world was shattered; the archltects of the post-WWI|
world made a number of choices, very smart ones which framed our relations to
this day. Chief among these was a decision to build the world based on
engagement--not containment, not withdrawal and isolationism. One thing that
interosts me is that we used to have an acronym called MAD. MAD was mutual
assured destruction. Where we are today, my friends, is MAP, a guide to the
future--mutual assured prosperity. And it is what we need to work on together. We
stand again at the brink of a new world, but we face the same choice that we faced
in the past, and our answer must be the same. We must choose engagemerit and
cooperation over withdrawal and isolationism. Words cannot pay our debt of _
gratitude for the sacrifices of the heroes of the WWII generation and those who
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came after, whoéngaged to build a new and prosperous world starting with Bretton
Woods. Only'our deeds, our hard-working, continued cooperation in shaping our
world today will stand as an appropriate tribute. Thank you very much.
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AMBASSADOR KANTQOR: | have no opening statement.” | will be happy to answer
your questions. R :

Q: Tom:-Buerkle of the Herald Tribune. Sir Leon fBrittah} criticized you very
sharply last week, saying that what you were doing on sanctions was cffectively
illegal. Has he rnaintained that stance this morning, or have we managed to
[inaudible] of differences? And, belatedly, how do you reconcile lhe sanctions,
which almost everyone outside of the U.S, considers violates the WTQ,

with your other declared aim of enhancing the credibility of this organization?

AMBASSADOR KANTOR. "Let me take the first question first. As important as the
U.S.~EU relationship is in its own right--and it's critical, of course; it's the second
largest trading relationship in the world between any twe entities--it's more than
that. It's also how we deal together with third parties. We cooperated in leading
the closing of the Uruguay Round, the largest trade agreement in history. We also
reached a procurement agreemen on Aprsl 15, 1984, whlch is the largest
procurement agrecment in history. :

However, occasionally we have differences of approach. But | believe we share a |
[undamenlal objeclive in bringing down barriers and estabhshmg a level playing
field. | think it's importarit when we differ in third party relations--as, frankly, we will
from timo to time--[that] we manago those differences in private, dxp!omdhc,
channels; rather than through public headlines. This is the way we've dealt with
the Eurepean Union in many other disputes, and trading practices with other
countries. We certainly can expect the same from the European Union. This is
how friends relate to each other. Where we agree, as we most often do, we need
to work together and where we disagree, we need to handle these privately. |
believe, in that spirit, we will be working together on many important issues in the
next number of weeks. o

Now, on your sccond qt_eestion: first; of all, let me make it clear that when the
Prosident authorized me to make an announcement in terms of our approach to
Japan, it was after 20 months of negotiation: a framework agreement where Japan
committed itself to significantly increasing opportunities, access, and sales of
foreign competilive parts and aulos; reiterated that commitment on May 23, 1994;
and after 20 monlhs and two cormmitments and 35 years ‘of discrimination in their -
market with regard to foreign competitive parts and autos: the President decided to
act. And he acied in two ways. One, we filed a pre-filing notification with the
D!f&‘.(. or-General of the WTQ, mdgcat:ng we'd file a casexthere in 45 days, which we |

[
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will, challenging those acts, préctices and policies of Japan, which are covered by,
the Uruguay Round agresments in the contaxt of the dtspute seiticment '

‘ understanding. That's appropnate

However, there are acts, practices; and. policies carried out by Japan in the alter-
market, where we had brought a 301 trade action, not covered by the Uruguay
Round understanding, where we retained the right as did every nation of the warld,
to exercise our own laws, which we did. Whalt we did was to invoke, not impose--| -
want to make a clear distinction--invoke sanctions, pubhshed in the Federal
Register, 100 percent tariff on thiteen luxury models of Japanese automobiles.
However, the imposition of those sanctions, if necessary, will go into effect on June
28, and has not gone imo effect as of now. Next questioh. ’

Q: The Japanese govemment seems to wait for the U.S. to. make some moves on
the car issue.- On the other hand, what we heard from people from the department
“of Mr. Brown seems to indicate that the negotiations will happen in the f:;st two or

three days ... With what type of mind are you gomg to Paris?

AMBASSADOR KANTOR: | always enjoy going to Paris, even though | flew all
night.. First of all, there are no meetings scheduled in Paris, as of now. Clearly,
_ the ball is in--as we've said, time and time again--in Japan's court, after 20 months,
"and a Framework Agreement, and 35 years of discrimination, the lowest
percentage-to-GDP of the import of manufactured goods of any developed country
in the world, the lowest importation of autos and auto parts of any devcioped
country in the world—it's time for Japan to react and to act,soon.: :Japan knows
exactly what she needs to do in order to satisfy these legltlmate concerns: to make
the rules fair, to level the playing field, to get rid of the over-regulation, to open up
their markets to U.S. and other foreign and competitive autos, and to make sure in
the original equipment market there is true competition. All of :ho..,c thmg_, are
within the responsibility of the Japanese government, and we Iook forward t
hearing from them at their convenience.

Q: Elizabeth Wise, Associated Press. This afternoon you'te going to mect
Commissioner QOreja, the audio-visual Commissioner. Can you tell us what you
have in mind as far as the discussion of television in Europe” '

AMBASSADOR KANTOR: Well, | never negonate in pUbllC but | can tell you that
will come up, ob\nously the Broadcast Directive in the new iteration; and I'll ask the
Commissioner to give me just a briefing as to where that stands, which | would
hope and trust that he will do. We'll discuss it, we'll discuss other follow-ups to the
G-7 conference that we had on telecommunications, as well as other items un our
agenda. We had good meetings this morning, as | announced in there, wilh regard
to many differenl areas. They ware helpful We made progress. They were very,
very positive. Wa coverad about 15 issues this moming with Comm;sssoww Briltan
and Commissioner Ftschter and I wouId expect this afternoon’'s meeti ngs will be
just as productive.

'
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Q: Julie Woll, from The Wall Street Journal. You said you'made progréss Do
you think it will be possible to settie the compensatlon issue by the end-of-June.
deadline, and also to settle the fmanc al services qucstion by the end of June?

AMBASSADOR KANTOR: Well, on compensation--you méan, enlargement, the
enlargement issue--we made progress. Whether or not we settle by the end of
June is not as critical as the fact that we made substantial progress; and | think
great work has been done on both sides. As far as financial services, of course,
we are looking for a critical mass. We need to make sure we don't usher in a new
era of the free rider system--thosc who take advantage of dpen markets without
committing their own markets lo be open to other countries as well. We'll centinue
to warkTon hat criticaF mass. We've had meetings lately with Korea--I know
Ambassador Lang has just mel with Korea. We'll be meeting with Brazil, ASEAN
countries and others, in hopes that we can open these markets. We also hope that
Japan will multilateralize the very good agreement on flnanc;al services Japan and
the United States reached just a few months ago. That would be very helpful.

Q: On those two issues you just mentioned, | take il if there is not satisfactory
agreement by the end of June, that the United States would seek to extend the six-
month compensation or enlargement agreement. And what about financial
services? Would the United States want to continue those negahahons somehow
beyond June 307

AMBASSADOR KANTOR: dJune 30, on fmanc;'a services, is the.deadline. As far-
as the compensalion on enlargemem is concerried, there are a number of ways to
approach that issue, and we'll be talking to our Europcan Union colleagues about -
that. Butl | can say we made progress this'morning.--It.is not critical, of.course, as
long as we can continue the interim agreement that we havc a fuil agzeemmt by
June 30. ‘ -

Q: Jonathan Charles, BBC. Could | ask you, Ambassador-Kantor--you said a few
minutes ago, and obviously you didn't think you ware breaching WTO rules on the
Japan dispute--but is there not a danger you could damage, the WTO in its mfancy
by pursumg this policy of threateni ng’7

VAMBASQADOR KANTOR: Well, number one,.we're bringing a case to the WTO
and using the dispute settlement understandmg in those areas wherc there is a rule
to cover the policy, practices or acts of Japan. That's st;’englhemng the system
itself. In lhose areas where there is no Uruguay Round coverage, every country--
all 123 who signed in'Marrakesh, or entities--have a right to exercise their own
trade laws. Nothing could be clearer. And so we'll continue to pursue that policy.
We made it clear during seven-and-a-half years of negotialions--gight-and-a-half
years ol negotiations, 3 administrations--President Reagan, President Bush, and
President Clinton- ~that would be the policy of the United States. This president.”
President Clinton, reengzged the Uruguay fHound, ta lked to’ leaders around the
‘world, committed himself to finishing it in ten-and-a-half months, was successful in
doing so, has been able tolead the United States to 81 trade agreements in-27
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months. No one can doubt his commitment to open and éi:par.lded. trade. And so
when we act in the way that we did, we're domg so, not to create barriers, but to
break them down, , | L |

And that's the difference between the U.S. position and the Japanese position. . |
We're great allies and friends. For 28 months, we've reached 14 trade agreements
with this Administration, the most between Japan and the United States in history.
Wa cooperated on tho Uruguay Round. We're cooperating in the Asian-Pacific
Economic Ceoperation forum. We cooperated on the Framework. It's time now o
cooperale on autos and auto parts--not just for the United States, but to open the
Japanese market to foresgn competitive autos and auto parts from all over the

worid : ;

G LS -

Q: Jay Branegan, from Time Magazine. Isn't the risk, though, if you succeed in .
opening up the Japanese market with this unilateral action that that will encourage
tha Congress and other political forces in the Slales lo seek more unilateral actions
by the U.S. instcad of relying on the WTO?

AMBASSADOR KANTOR: The greatest mistake we could make is dl!ow a s:tuahon
that has persisted for 35 years, which has crealed great frustratson among the
American people, to continue. The way to build credzbrhty. for world trade, for the
WTQ, for the North American Free Trade Agreement, for the free :trade agreement
of the Americas, for the Asian Pacific Economic Cooperation Forum, for the IPR
agreements like we just rcached with China--is to enforce your trade agreements
and trade laws in a vigorous manner, in order to build credibility for trade. That's
what we haven't done in the past in our counlry, and what we need lo do loday.
Let me say it again: what we are doing is trying to open markets, nol close them.
We have nol said we'll close our market to your automobiles and your parts. We
want you to open your markets. That's what we are trying to accomplish. That is
in the best interest of trade, it's in the best interests of the, American people, it's in
the best interests of Japanese consumers, in the best interests of global growth.

Q: In this issue, do you see any role for the European Union in helping you solving
this dispute, as a mediator or somethmg |lk6~ that’? Have you d:scusscd it with Sir
Leon Brittan this mornmg" : oo :
ot

AMBASSADOR KANTOR: It's not up lo me to give advice lo the European Unlon
but.1 thought no ane would ever ask (laughter). The European Union and the
United States worked together to reach tho largest trade agreement in history, lhe
Uruguay Round. The spirit of that is opening markets and expanding trade, '
breaking down barriers, setting up rules, levelling the playing field. Rermember this;
the Uruguay Round is a single undertaking. What does that mean? Eventually,
everyone plays by lhe same rules. That's all we're asking Japan to do: play by lhe
same rules. | would hope, in thal spirit, that the European Union, who have’ A
recognized--Sir [Leon has said it--that the Japanese car market and parts market is
closed, would be opened up. Thatl's up to Japan, and | would hope that Japan will
respond to those entrcaties on behalf of both the European Union and the United
States. : ~
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Q: Apart from the cars and car parts, do you have in mind to act in a similar way
(inaudible] vis-a‘-vis Japan? :

AMBASSADOR KANTOR: Would you be more specific? . lm sorry I may or may
not be following you, but I'm going to try to be careful here (laughter). | know that‘s
uncharacteristic, but | will be (laughter). :

Q: ...most negotiations for a couple of years--not you, but the previous
Admlnrstratlon--but do you have any mind o try to open up markcts, apart from
cars and car pdrts do you think {inaudible].

!

AMBASSADOR KANTOR: Of course, wcd like Japan to operate on its own and to _

open itsTown marketsy without the U.S. or anyone else having to bring any pressure
upon Japan. That would be the most productive way to proceed. | would note just
the other day a 301 filing was made, filing by a private corporation in the United
States, Kodak, with regard to Japan. | have 45 days to make a decision whether |

- will accept that filing. And, of course, !I'm not going to comment on that today. |

would also-nole there is a very important disc_ussiori going on between Japan and .
the United States over civil air rules and rights. That's being carried on

by the U.S. Department of Transportation and our Department of State. Those are

two areas, | think, which we might pay some attention to.” Obviously, to the extent
the Japanese market is closed in certain areas, we would like to address it. But
we've made greal progress--let me say it again--in glass, in telecommunications, in
medical equipment, in insurance, in financial services, in rice, in apples. There has
been agreement after agreement, 14 in 28 months, that we've been able to
arrange, 14 including the Framework. And so therefore we <'houldn { be
discouraged, frankly, as we look to the fulure. :

I am deeply grateful to my Japanese colleagues- for the kirjds of agreements we
have reached, because they're working, and they're working well. " | would note, in
February for the first time in American history, we had over 5 billion dollars in
exports into the Japanese markel. That's an alltime record, and it's continuing to
increase. So therefore | think we should see--you know, | tend to be a person, |
see the glass half full, not half empty--we can make progress as long as borh
countries are-willing to act in good fcuth

Q: You mentioned that in Paris, no meetings were planned with the Japanese.
Does this mean to say that you anticipate any possibilities‘there of contacts that
could lead to-a breakthrough or to advancement of the [inaudible].

. AMBASSADOR KANTOR: ,I.think the Japanese ministers know my phone number

(Iaughler).

Q: Could you be a little. bit specific about the area which- hdS nol . béen covered by
lhe Uruguay Round? :

: b
AMBASSADOR KANTOR: There are a number of acts, préctices, and polrfcids in
the secondary market, is what you are taiking about--bccause that's where we -
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“brought the 301 action--not covered, which involve the reiationships,bctweeh—-for
instance, I'll give you one example: relations betwecn the repair shops, the certified
repair shops where you are inspected and you have lo repair your cars lhere, ‘
under the Japanese law; and Japaneso dealerships--many of those, as you know,
are not dealerships--and Japanese manufacturers. That kind of relationship--and |
won't characlerize it--is not covered by the Uruguay Round. That would be one

“area. Another would be, frankly, the whole critical parts or disassembly list. It's

called bath, and | have to be careful; I'll call it both. There are seven differont

systams on that list. That list should be deregulated. The Japanese ncgotiators on

- Behalf of Japan--this is not a criticism; this is their position--refuscd to do that..
.Those are two areas. | could go on.. There arc at least 10 different major arcas in

aur discussian, not including the discussion of voluntary plans, 10 different [ones]

we nevér.reached agreement on. And so, therefore, we were not close to an
agreement, unfortunately, either in [inaudible] or over the last 20 months.

- Q:  ..You mentioned bribery and corruption as the one of the worst darxgers‘(o
face, and you also said you want to enlarge the WTO competence. in this field.
Can you elaborate? o
AMBASSADOR KANTOR: | would like to. [thinkit'sa very important ilem. If you
talk to business people, whether European or U.S: or Japanese or-others, they will
tell you that lhe proliferation of bribery and corruption--especially in areas where
there is over-regulation, lack of transparency, those are, tremendous government
involvement in the economy--has a pernicious or negative effect upon trade. That
means certain companies who will engage in those practices are advantaged over
those who won't. " If you are a U.S. carporation and you have to live by the Foreign
Corrupt Practices Act, you are put al a competitive disadvantage . But the U.S.
corporalions aren't the only corporations who are disadvantaged. There are many,
many corporations around the globe, many, many businesses or individual
business people who will not engage in those kinds of practices. Therelore, lo the
degree it is carried out--and it is, frankly, all too prevalent around the globe--it
- adversely alfecls trade. It's a trade barrier. | believe those Kinds of internal
concern are ripe for discussion at the WTO. ’ .

Q: [inaudible] of Canadian Broadcasting. | wonder, you said you made progress
on the leghold lrap issue. Whalt kind of progress, and do you share the Curopean
assessment that an interim agreement can bc reached within the nex! three
months? B ’ .

AMBASSADOR KANTOR: Since we're in the middle of negotiations, Ict me not
give.you any spccifics, because | think that would be unfortunate. We did make
progress.” | believe that there is an understanding of how we can pracead. _
“Whether we reach agreement or not is ancther question. This discussion has been
going on for quite a while. The Europcan Union has indicated that if we don't
rcach agreement, they will implernent their policy on 1/1/96, il | am rniot mistaken;
and we have mada it quite clear--Canada and the United States and others--that
would not bc acceptable. However, | will say today it was a promising discussion.
There was flexibility shown, and I think we made progress.’



"/
Q: Backon the bribery stuff. Discussion in' the WTO--wéuld you hope thal

perhaps an exploratory committee could be set up with an eye to adding this lype
of stuff to WTO rules? ,

AMBASSADOR KANTOR' I would think so. There are a number of thihgs’that in

WTQ, as you know, we have advocaled. We have a trade and environment

commillee, alreddy We'd like a discussion on the nexus between trade and labor.
We need more lransparency. We'd like to see a discussion on bribery and
compelition policy as well. The WTQ is a very important ‘drganization. It is going
to be-even more important in the future. We have great conhdenc*e in the
lcadership there. We will continue to work with them. And we would hope that
these w:ll bp taken up v»ery soon. ! want to recognizc Ambassador Kobayashi.‘
AMBAS%ADOR KOBAYASHI: Thank you, Ambassador Kantor. | would hke to
ask a few questions ((aughtcr) ‘Woell, do you anticipate the erroneous
understanding that [inaudible] after your explanation on the closedness of the
Japanese markets (inaudible|. So | will ask three questions. First, do you think the
dealers' system in Europe and in Japan are different or very similar? Because we
believe it's almost the same system prevailing here in Europe. And sccondly, we
have_the European cars market share in Japan, as of this year, with probably 5
ponnt something, or nearly 6 percent, of the Japanese market And the European
cars! share in the U.S. market is a little more than 3 point;something. So, do you
think that in that case, we can conclude that the U.S. market for European cars is
more close than the Japanese markel’? The third question is..

AMBA%SADOH P\ANTOR Why don't we take one at a ttme becau>e I'm older .

than you, and I'll never remember the questions as you go on. Your first question .

was what, now? Let's s start with question one. Dealership system.

g
i

AMBASSADOR KOBAYASHLI: The dealership’ system.

AMBASSADOR KANTOR: The deadlership system. Well let me just talk about the
dealership system. First of all, most Japanese dealers are either owned by or
financed by the manufacturer.a. Until 1991 .they were forbidden--forbidden, by
contract--from carrying any foreign cars. Since 1991, intimidation has taken place,
which just kept--may | finish, please? You asked a question, and | appreciate it, |
appreciate it very much; let me ans wer it--have ‘been kept-out of those dealerships,
even though, in the last five years U.S. manufacturers have invested 117 billion

dok!ars in plant, cquipment, training, research and development, have developed

101 product‘“ for the Japanese market, 60 right hand drive, 51 with engines of 2000
ces or less, 10 nqht wand drlvo models in t he 60 products, ’md 16 mocdels in all.
Now that's numbc‘r one.

Now, number twa. Ir\ thc U.S., fareign competitive cars have 33 pcrcent of the

narket, In Jz 1p<m that ligure is 4.6 percent by numbers of automobiles, nol by |
*value. See, you're trying to conluse our lriends, here, Now, by value, if you take

BMW's and Mcrcedes and Jaguars--which | can't afford, now that I'm in public life
(laughter), that raises your percentage. DBut, if you are right about the number of ~
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cars sold, if you take 6 percent times 3-- 6.5 million--the E'uropeans would have

sold-400, 000 in Japan last year. Not even close. So you're wrong about that, too,

with all due respect--and | respect you very, very much, we're frisnds and allies--
- but you've got to get your numbers corract Now, the th:rd quesnon

[

 AMBASSADOR KOBAYASHI: The third question... =
AMBASSADOR KANTOR My numbers in fact, are very precnse
AMBASSADOR KOBAYASHI Ours, too (\aughter) : }V

AMBASSADOR KANTOF( Do you know how many cars Amcrtcan sold in your
markef1ast year? ST '

AMBASSADOR KOBAYASHI: Wall, two-thirds of 270,000,

AMBASSADOR KANTOR: That's 180,000 on 6.5 million, and | don't have &
‘calculator, but that's not 6 percent. In fact, it's what | said it was, il's about 3
percent, Just what | said, 3.1 percent. If you take a calculator, | think you'll find
that's-just about exactly correct. Anyway, go ahead with your third quesuon In

- fact/ I think it was 186,000, but that's... o

AMBASSADOR KOBAYASHl The thtrd‘question is that foreign cars' market share.
in Japan is 8.4 percent, that | have told you, while in France and ltaly, Tor example,

. 5 parcent, if you exclude mtra—EU trade. So, what do you think about thlc
situation? : -

AMBASSADOR KANTOR: Wall, first of all, it's not as.to numbers of cars it's 4.6
percent. | can tell you that. Just take 6.5 million cars and trucks, divide it into
380,000, and | think you'll get 4.6 percent, or 320,000, My numbers are correcl. |
got these from, in fact, the Japan Autormobile Manutfacturers' Association, so. | know
they're carrect. Number two, | think there's no European country who has less
foreign car imports than--what, 16 or 18 percent, someone can help me..

AMBASSADOR KOBAYASHI: As a whole, the EU as a whole...

AMBASSADOR KANTOR: Well, they're sepa'ralé countr;es I'm not sure we 're
going to start counting, you want to start countmg Mex:co and Canada as part of
tha Unned States...

AMBASSADOR KOBAYASHI: NAFTA irade should be excluded, in my scnse,
because you have a special free trads area agreement with Canada, and...

AMBASSADOR KANTOR: So maybe we ought lo take the Hondas made in the
United States, the 47,000 that were shipped to Japan, and {ake thosc out of the
numbers. Should we do that as well? -

AMBASSADOR KOBAYASHI: .._from the United States.



9 ~
AMBASSADOR KANTOR: Well, if--right. They were made in the United States by
U.S. workers. We'd count those as U.S. products shipped to Japan. Those are
part of the figures. And so; you can't have it both ways. The fact is, we all know:
in 1953, the U.S. had 57 percent of the Japanesa car market Now, we agreed,
with Japan, close the market to forsign competitive products. Why? ‘We wanted
Japan to build its economy, to became slrong, to be a bulwark in Asia, to be a
friend and zlly and be strong. That was in both countries’, interest. By 1960, there
was-zero foreign cars, as you know, imponred into Japan. It's now up to 4.6
percent. At this rate, we'll get back to 57 percent in 462 years (laughter). Neither
you nor | are going to be around then to watch that happen. » :

“What we need to do is to work together. | respect you greatly. Japan is a great:
ally and’friend. We have an interest in opening our markets to each other, as do
the Europeans with the United States, as do the Europeans to Japan. What we all
need to do is to play by the same rules: build our economies, support global .
growth, make sure we have open markets and expanded trade, raisc Aandards of .
living--that's how you make trade agreements. So we're wﬂ[mg to work with you at
any time, as you know, as we have and will continue to--but we nced to solve this .
problem. | appreciate your questions. They were very gopd ones, and | thank you
for it..- ' '
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INTRODUCTION
o This spring we have commemorated the end of World War II in numerous ceremonies.

It is an opportunity to reflect on the tremendous sacrifices of those who fought - and
on the inciedible miracles that have occurred since the end of the war. Europe has

. rebuilt. The Cold War has ended. Those who were our friends, remain so. Those who

were our enemies, are now our friends.

With the end of the Cold War, it sometimes seems like every pundit, on both sides of
the Atlantic, is eager to declare the U.S.-E.U. partnership dead. It's certainly true that
the end of the Cold War has changed -- for the better -- the foreign policy calculations

that shape the world. And it's true that without the overriding struggle against
communism, we are less restrained in our attention to areas of disagreement.

But it's important to keep a sense of perspective. The foundation of cooperation and
common enterprise in U.S.-E.U. relations is alive and well.

The end of the Cold War has changed foreign policy equations in the world. Our united
struggle against communism gave us a broader context within which our differences

_were not seen as a threat to our relationship. Now, with the Cold War won, it seems as

1f we have dlfferences of opinion on many issues. C -

b

As we move into the future, we should focus on the values we share the common
challenges we face, and how we can strengthen our ties.

All of us.remain strongand prosperous at home, by remauﬁng engaged abroad.

All of us face the same challenges of improving educatién fighting crime, investing in
the future, and raising standards of living for our people Every nation's economic
strength begins at home. :

- All of us know that lowering bamers to trade and mvestment is cr1t1ca1 to creating high
* wage jobs and fostering global growth.

We share a common future, and we must move forward together.



We will begin by building on the historic accomplishments of the last two years. We
are witnessing a firm march forward toward free and fair trade around the world.
Cooperation between the European Union and the United States was critical to that
effort. Specifically, U.S.-EU cooperation ensured conclusion of the Uruguay Round,
the broadest trade agreement in mstory, and the procurement agreement, the largest in
history. ~ '

Prcs1dent Clinton has fought hard to expand trade in all.comers of the globe. President
Clinton and his administration advanced and then ensured the passage of the North"
American Free Trade Agreement; set our negotiations with Japan on a new course
under the Framework Agreement; set the stage for trade expansion in Asia through the
Asia Pacific Economic Cooperation forum with the Bogor Declaration; and announced
creation of a.Free Trade Area of the Americas by 2005 at the historic Summit of the
Americas. We concluded 14 agreements with Japan, an historic intellectual property
rights agreement with China, and an agreement covering 80 percent of global
shipbuilding. In addition, his Administration completed scores of other bilateral trade
agreements‘, including textile agreements. :

All of these efforts complement each other. They do not benefit the United States at the
expense of other nations. They strengthen the global tradé system to the benefit of all
people. Regional and multilateral trade Iiberalization'have gone hand in hand in the
past, and will continue to do so in the future. . '

Of course, regional agreements must meet WTO standards. They must not raise

 barriers to non—part1c1pants and they must not exclude any economic sector.

President Clinton believes that expandmg economic ties will beneﬁt all people This
record will lead to an explosion of global trade that will foster global growth and
prosperity and create jobs and economic opportunities around the world.

TRADE POLICY A NEW PHASE

Now, tradc pohcy is entcrmg a new phase. We must work together and build on the
historic accomplishments we have worked together to achieve. Cooperation was critical
to those accomplishments in the last two years and cooperatxon wﬂl be critical as we
move into the future:

Our first priority must be to implement the Uruguay Round and enforce this new
system. The EU and the United States have both played leadership roles in the
multilateral system and should continue to do so as WTO gets under way.

In addition, we must complete the unfinished business of thc Uruguay Round in
financial services and basic telecommumcatlons \

We should continue to work together to resolve our differences over the Broadcast
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Directive. The free flow of ideas is critical to any nation's strength, We want to see.a

~ healthy European film industry, but quotas, which isolate film producers from the

demand of their public, are not the way to develop a healthy domestic film mdustry

We must also work hard and begin to seriously address the issues that comprise the
future multllateral agenda.

In the last ﬁve years, global exports have increased 32 percent The prosperity of

countries around the globe is dependent on fostering free and fair trade. This -

increasing interdependence among nations means we will begin to discuss issues which
have been considered "out of bounds" because they go to the heart of a nation's
internal domestic policies, when they distort or inhibit trade. These policies include a
nation's actions -- or inactions -- regarding anticompetitive business practices; lack of
transparency; environmental protection; adherence to internationaily recogmzed labor

standards; and corrupt practices such as bnbery

With regaids to corruption, I believe we must do much more work in this area. The
OECD has. done some work, but we must go much farther.

~ Since the OECD approved recommendations to limit illicit payments in April 1994, the
U.S. government has learned of almost 100 cases of foreign firms using bribery to

undercut U.S. firms' efforts to win internationals contracts worth about $45 billion.

Bribery of officials by businesses attempting to sell their products in a foreign market
is a serious problem in trade. It distorts trade and investment by undermining the
operation of free markets, raising the costs of doing business, and penalizing
companies that do not pay bribes. We can work to limit bribery with negotiations

~ focusing on, first, deregulation measures. By deregulating, you limit the measures an

official can be bribed to circumvent. Second, through increased transparency, which
makes corrupt practices more difficult to conceal.

One area in particular-in ‘which we have encountered problems with corruption is
foreign government procurement, pnmanly in countries that are not members of any
international agreement on government procurement, sueh as the new WTO

' Government Procurement Code

The United States is determined to increase public awareness of these problems and
push initiatives to clean up government procurement practices around the world.



Europe and the Future -

“Japan

The Uruguay Round was just the beginning. Now we must move forward We must
work on those issues I just mentioned. But there are two other areas I wish to discuss
today, that are critical to the futures of both Europe and the Umted States. By workmg
together, we will prosper together

First, an area that concerns both Europe and the United States is the closed nature of

~ Japan's markets.

We must work together to cooperate in opening Japan's ‘.markets.

~ And important as it is in its own right, the U.S. EU relationship is of course about

more than just relations between us. We cooperate in leading the global trading system
and in working to open markets around the globe. Occasionally, we have differences
in approach, but I believe we share a fundamental objectlve in brmgmg down barners

and establishing a level playmg field

But it is important that where we differ on third party relatmnshrps -- as we will from

time to time -- we manage those differences in private diplomatic channels rather than
through public headlines. This is the way we ,deal_,mth differences we have with EU
trading practices with other countries.” We wou "”"expect the same freatment from the
EU. Thns is how friends should relate to each other.

Where we agree -- as' we most often do - we need to work together
shoulder-to-shoulder in making it clear to subtle protectlomsts that our pubhcs are no
longer tolerant of free riders.

The United States has fought hard to open Japan's markets. We feel it is in our interesr
to do so: Even though many of you in this room may not do business directly with

‘Japan, we- feel it is in your interest to foster a more open global trading system

It is also in the mterest of Europe. We share common co,neerns and problems in
entering the Japanese mar‘ket and competing on a level playing field there. - .

Europe complained about many of the same practxces when it filed its own GAT’I‘ case
in 1982. : :

- Imports of cars and trucks represent 55 percent of the market in Italy, 54 percent in the

UK, 39 percent in Germany, 38 percent in France, 33 percent in the United States, and
only 4 percent in Japan. :

Imports of auto parts represent 60 percent of the market in the UK, 49 percent in
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_France, 32.5 percent in the United States, 25 percent in; Germany, 16 percent in Italy,

and only 2.4 percent in Iapan

Imports of replacemcnt auto parts represént 21.8_perceni of the market in Europe, 17.5

percent in the United States and 2.6 percent in Japan.

These discx‘:épancies must be addressed. -

Transatlantic Initiative

As I said earlier, the U.S.-European economic re’lationsliip is stronger than ever.

At the same time, I believe it is a good time to explore ways to go further
progressively and expand our economic ties and reduce trade barriers.

There are, of course, many :ifisible and invisible barriers to trade between us. Just as
Europe found when they formed a single market, elimination of those barriers will
foster growuh and promote closer cooperation.

This initiative can grow from our already deep tles The European Union is by far our
largest trade and investment partner, overall its economic structures are quite similar to
the U.S. The numbers are staggering. The two-way trade in goods and services of

- over $300 billion is remarkably balanced over time. Fifty-five percent of American

companies' overseas sales — $850 billion in 1992 -- are ‘in‘Europe.

, The EU has a very compatible economy with oufs, with snmllar wage structures and

equivalent environmental regulations. i -

Our siake in Europe is so substantial and our interdependence so great that its

- economic success leaves us stronger. Further strengthening our ties will lead to more

jobs, growth and investment in both Europe and the United States.

We need t(;;;‘_nsk‘ the question of what is our ultimate goal, our vision of where we want
to end up. We understand that the European Commission is studying the possibility of
a U.S.-E.U. free trade agreement. We agree that such a study can help the EU.to

- evaluate all of the options. For our part, I have directed my staff to proceed with an

in-depth analysis of these ideas, including the idea of a rec1procal free trade agreement
consistent with our international obligations. -

Even as we each begm to develop our vision of the future, we can continue to the build
our economic relationship in such areas as investment, regulatory cooperation and mles{
of competltlon in thlrd country markets - :

I believe that the following four peint plan is appropriate at thls time:
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1 undertaking U.S.-EU cmperatlon to lead the world toward greater multilateral
trade llberahzation :

2) initiating a bilateral “building blocks” approach, under which the United Statcs
and the EU would identify concrete trade llberalizatlon measures they can take
in the short and medium term; - : :

3) conducting studies, on both sides of the Aﬂanuc of remammg bllateral t:rade
barriers and the options for eliminating them,; and

4) encouraging pﬁvate sector advice on this initiative including through the
~ TraosAtlantic Business Dialogue that Secretary Brown and the European
Comrmssmn have launched.

I do not believe it is useful to try to be more specific at this time as to what can be
done and by when. This is too important an undertaking to take lightly or to announce
rashly. Both the U.S. and EU need to reflect on these issues and to initiate a dialogue
as our respective thinking advances. I have asked Ambassador Jeffrey Lang to serve as
our chief interlocutor with the EU Commissmn as'we move forward with our

_ respective studies. , ¥

CONCLUSION

When World War I ended, the-old world was shattered. The architects of the _
post-World War II world made a number of chon:cs —very smart choices -- which

- frame our relations to this day. Chief among these was the decision to build a world
based on engagement and cooperation not withdrawal and isolationism.

We stand again at the brink of a new world. But we face the same chmce And our -
answer must be the same: we must choose engagement and cooperatlon over'
withdrawal- and isolationism.

Words cannot pay our debt of gratitude for the sacrifices the heroes of the World War'
II generation. Only our deeds -- our hard work and continued cooperanon in shaping
our world today -- will stand as appropriate tribute.
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I am pleased to announce that the United States of America and the |
Government of Japan have reached an historic agreement today. This
agreement is a significant step to fundamental change. It is solid, meaningful
and concrete. It is broad, detailed, and quantifiable. It is a step toward
providing the same access for foreign competitors to Japan’s market for
autos and auto parts as Japan has to the U.S. market. The agreement will
begin to create a level playing field.

The challenges both of our nations face are how to increase jobs for our
workers, how to raise the standard of living for our families, and how to
create global growth. We’ve proven we can make unportant ;progress toward
meeting those challenges. This will be neither the first' nor the last time we
will be called upon to assume this responsibility. The greatest risk -of all is
when we turn our backs and hide behind our fears

T
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The agreen'lent we reached just two hours ago is good for America. Itis
good for Japan. And most importantly, it is good for the working men and
women of both of our countries. It will have an important economic impact
on both of our economies -- the world’s two largest -- as its effects multiply
through not only the automotive sectors, but its scores of supplier mdustnes
as well. |

Throughout these twenty-two months of negotiations, we have never lost
sight of the importance of our relationship with Japan. But even strong
relationships need remewal. Through sharing responsibility, as our two
nations have done today, even greater ties are built.

The United States and Japan together assumed such ;esporisibﬂity in working



together successfully to help complete the Uruguay Round and to strengthen
the Asia Pacific Economic Cooperation Fomm (APEC)

In mid-1993, President Chnton sought to lay the foundatmn for a new, more

balanced and cooperative economic relationship with Japan through the

“United States-Japan Framework for a New Economic Partnership”. In the
auto and auto parts sector, Japan committed in the Framework to:

the objective of achlevmg 31gmﬁcantly expanded sales
opportunities to result in a significant expansion of
purchases of foreign parts by Japanese firms in Japan
and through their transplants, as well as removing
problems which affect market access and encouraging
imports of foreign autos and auto parts in Japan.

Japan and the United States reaffirmed these objecnves in a statement on
May 23rd last year. :

In the past twenty elght months, the United States and Japan have reached
15 trade agreements in important sectors ranging from medical technology

“and telecommunications to construction and apples. We have negotiated

strong and fair agreements, we have made progress, and we are seeing
markets beginning to open. ~

In seeking todays agreement,  we have enjoyed the support of an
overwhelming majority of the American people, of labor and industry, of
bipartisan Congressional leadership, and over 150 Senators and
Representatives from both sides of the aisle.

Before closing I would like to thank my counterpart, Ryutaro Hashimoto, the
Minister of International Trade and Industry of Japan. When Minister
Hashimoto and I first met on Monday evening here in Geneva, I presented
him with 3 Kendo shinai. I said at the time that the sport of Kendo
represents courage, honesty, integrity, and patience. After spending a great
deal of time with my friend during the last several days I can assure you that
he represents all of these qualities and more. -
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Today, the United States and Japan reached an historic agreement
which will result in significantly increased market access for
autos and auto parts, and structural change in the Japanese
automotive sector. -

This is the 16th trade agreement the 61inton Administration has
completed with Japan in the past 28 months =-- an unprecedented -
rate of success. These agreements have opened major trade
sectors including telecommunications, constructxon. agrlculture,
glass and medical technology.

The missing piece has been the autos and auto parts sector. This
area represents $37 billion of our $66 billion trade deficit with
Japan, nearly 60% of our Japan deficit and 25% of our overall
trade deficit. Autos and auto parts support 2.5 million U.S.
jobs in sectors ranging from service and sales to steel to
semiconductors. No other industry has a bigger impact on
America’s economy -- 5% of our nation’s’ GDP over the past three
decades.

Since auto negotiations began in October 1993, the Administration
has emphasized three overriding goals for opening the auto and
auto parts sector. Today’s agreement meets our goals in each
area.; ' ’ :

« Deregulation of the Replac t Parts Market in Japan: A
thicket of bureaucratic regulations have blocked competitive
U.S. auto parts from Japan’s multi-billion market for S
replacement parts. Taday 8 aqreement clears away layers of
needless regulations, introducing new competition and
opening a market previously reserved for Japanese suppliers.

- Access to Dealershipa: Today’s agreement will give U.S.
auto companies increased access to Japanese dealership
networks. U.S. auto companies will be able to sell through
more dealerships in Japan. Japanese consumers will have the
option to buy ocur reasonably priced, high quality cars. We
expect U.S. auto companies to open an.additional 200 outlets
by 1996 and 1000 new outlets by 2000, .to support the U.S.
industry’s cbjectzve of exportmng 300 ooo vehlcles by the
year 2000, - -

- Increasad Purchases of Original Bquipmant Parts: In
Japanese companies, the original egquipment auto parts market
is dominated by "Keiretsu” -~ unique, interlocking
relationships between manufacturers, suppliers, distributors
and financial institutions. The Keiretsu act unfairly to
.block foreign access to the market.

T
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Japan’s five largest auto companies are announcing plans to
increase their parts purchases in North America, including
diversification into high-value components such as
transmissions and engines; +to increase their vehicle
production in North America by $6.7 billion: to purchase $6
billion of foreign parts by 1998 for production use in
Japan.

Today's agreement tackles the overarching issue of unfair
-competition policy in Japan. Throughout Japan’s autcomotive
sector, failure to enforce fair competition laws has given
Japanese manufacturers monopoly power =-- keeping out foreign
- competition and restricting consumer choice. Japan today agreed
to strenqthen its key enforcement agency -- the Japan Fair Trade

~ Commission —-— dlrectlng it to enforce fully its fair competition
laws. ‘
Derequlation of e Repai ‘ ‘ et

The Japanese market for replacement aute parts is restricted by a
complex system of regulations which channel the bulk of the
repair work —— that associated with the regularly scheduled
"shaken" inspections required by Japanese law -— to a network of
20,000 "designated garages™ that are tightly integrated into a
distribution system controlled by Japanese auto manufacturers.
As a result, competitive foreign auto parts producers are
excluded from the repair market, forcing Japanese consumers to
pay higher prices and enjoy fewer ch01ces. '
The United States urged Japan to pursue deregulatory measures to
open the repair market to a broader range of garages -—- many of
whom are likely to be less tied to the Japanese auto
manufacturers than the designated garages and, therefore, more
willing to use competitive foreign parts.. Specifically, the
agreement addresses the following issues: - «

critical parts: Japan’s regulations steer any repair to
“critical parts" to certified garages because those are the only
garages that are authorized to conduct the periodlc inspections
requlred by Japanese law.

-=-  The Government of Japan (GoJ) will engage in a one-year
review of the critical parts list with the goal of deregulating
any parts that are not central to health and safety concerns.

- As an~important—firstﬂstepr—the-Goa—nés—agraed-tc~initially
derequlate the following items on the critical parts list:
struts, shocks, power steering, and trailer hitches.

- The GOJ also has agreed to a petltiaﬁ'procedure under which
MOT will respond within 30 days to requests that a critical part
be removed from the list.

, -- The GOJ will issue requlations within about one year to
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establish a "specialized certified garagé" system -- garages that
specialize in the repair of any combination of vehicle systems on
the critical parts list (e.g., mufflers, brakes). Unlike other
critical parts repair conducted by non-certified garages, repairs
by these specialized certified garages would not be subject to
MOT 1nspection. .
Accessoricu. In Japan, vhen a car is modlfied so that its
dimensions change by even 1 cm, the Ministry of Transport
requires that the car be reinspected. For example, adding an
additional side mirror could require reinspection. This
effectively prohibits Japanese consumers from purchasznq
accessories.

-—  The Government of Japan will no longer regquire MOT ‘
inspection for modifications attached to autos by any means other
than welding and rzvetxng. ;

Standards for designated and certified garages: Among the
obstacles to competition among garages are the burdensonme
requirements and, therefore, the costs associated with
establishing designated and certified garages. Currently,
designated garages are required to have 5 mechanics, three of
which must be government approved. Certified garages are
required to have 3 mechanics, 2 of which must be government -
approved. In addition, there are minimum floor space and tool
requirements that discourage new garages from being started and
which discourage certified garages from seeking licenses as a
designated garage (which would permit them to break ‘into the
repair market associted with the periodic inspections).

- The GOJ will reduce the number of government approved
mechanics for designated garages from 3 to 2 and for certified
garages from 2 to 1.

- The GOJ will permit certified garages with 5 mechanlcs to
conduct the periodic inspections as "special designated garages®.
Initially the 7,000-8,000 certified garages that have 5 or more
mechanics will be eliglble for licenses which will permit them to
break into the desginated garage market.  Ultimately, all 63,000
garages could be eligible to inject a degree of competition into
this market -- where low-cost U.S. parts are likely to do well.

Today, 80%-of-U:rSt—auto-deaters—sell—cars-manufactured-by more
than one automakers, including imported cars. However, only 7%
of Japanese dealers offer foreign cars. The ability to sell
through an existing dealership network, rather than establishing
all new dealers from scratch, has been critical to the ability of
foreign auto cowmpanies, including Japanese’companies to enter
and expand in the United States. The same is particularly true
in Japan where the land and other associated costs with ~

~ establishinig a new dealership are nearly prohibitive. Many
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Japanese auto dealers would like to sell U.S. and other foreign
vehicles but feel pressured and fear that they will be subject to
retribution by Japanese auto manufacturers. :

- MITI will send a letter to all Japanese auto dealers
affirming their freedom to carry foreign vehicles and indicating
that pressure not to do so by the Japanese auto manufacturers may
raise concerns under the Anti-Monopoly Law.

- The GOJ and each major Japanese auto manufacturer will
appoint a "contact person" who will address dealers’ questions
and concerns about their right to sell foreign cars [and
‘facilitate partnerships between U.S. auto manufacturers and
Japanese dealers].

- The GOJ will conduct a survey to determine how many and
which Japanese dealers are interested in selling foreign vehicles
and will use the results of that survey to facilitate joint
dealerships. : :

~— The U.S. manufacturers have as. ﬁheir ‘goal the establishment
of 200 such outlets in Japan by the end of 1996 and 1000 new
ocutlets by the year 2000.

Despite the world class competitiveness and price advantages of
‘U.S. auto parts, Japanese auto manufacturers are not responding
to market forces because of the closed "keiretsu"™ purchasing
relationships, both in the Japan and the United: States, between
Japanese manufacturers and their key suppliers.” To ‘address this
problem, and to underscore the importance of purchasing parts

- from other than their keiretsu partners, the Japanese auto
manufacturers have issued voluntary parts. purchasing ‘plans in
1990, 1992 and 199%4. ‘

- The five major Japanese auto manufacturers are releasing
business plans which would lead to increased production of autos,
increased purchase of parts, and increased production of parts in
the U.S. '

- The flve.major Japanese auto companlés will increase their
production of autos in the U.S. from 2.1 nllllon to 2.65 million
units by 1998.

- As a—resuit—of‘these—p}ans——we—forecast~that—the—purchase of
parts in the U.S. will increase by $6.75 bllllon by 1998.

- The five major Japanese auto companies will meet NAFTA
standards for rules of origin, increasing their North American
content to 56% by 1998. : E '

- The five major Japanese auto companies plan to purchase $6
billion in foreign parts by 1998 to be used in the production of

Sy
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autos in Japan.

Comgg;iﬁian Policy apg En:g;gugn;.

With the reduction in formal trade barriers, many of the

obstacles to market access in Japan reflect barriers to free and
open competition. A strong competition policy and the full and
effective enforcement of anti-monopoly laws is key to addressing
private anticompetitive behavior that excludes foreign products.

-~ The GOJ agreed to increase support for the Japan Free Trade
Commission and to take intc account a number of U.S. Government
suggestions regarding the more effective enforcement of Japan’s
antl—monopoly law.

Monitoring and Enforcement

This agreement includes objective criteria which will be used to
monitor progress over the life of the agreement, supported by a
new, effective monitoring system jointly developed by the U.s.
1ndustry working closely with the U.S. Government,




‘ Remarks of Ambassador Kantor for Radxo Network
N June 5, 1995

i

Q: "Would you like to say somethlng about the Trans-Atlantic
Free Trade market that Secretary Fishler was talklng about last
week?"

K: "Well, number one, he didn’t use those térms. It’s the
Trans-Atlantic Initiative. I have a speech a week before on

‘exactly the same subject. It has four parts to it.™

[Microphone Check] b

K: "I don't have an openlng statement., I’‘m pleased to talk
about our initiative to open-up Japanese markets for U.S. autos
and auto parts, and try to end the unfair dlscrlmlnatlon and
protection which has characterized the Japanese market in both

‘these areas for over 35 years, so I’'d be happy to answer

questions."

Q: "Sir, these talks scheduled to open tentatlvely, I guess now,
June 12, next week, what are the prospects?"

K: "Well, I think you’d have to ‘ask the Japanese negotiator what
the prospects are. We reach agreement with the Japanese in July
93 to open-up the auto and auto parts market,as a priority
basket or sec¢tor under the Framework Agreement. They agreed to

" significantly increase opportunities, access and sales of autos

and auto parts under the Framework. They re-iterated that
commitment on May 23, 1994. We’ve negotiated for 20 months.
This is the culmination of about 35 years of frustration on the
part of the U.S. workers and U.S. business that the Japanese
market has remained nearly closed to U.S. products in our most
important industrial sector, whereas the U.S. market has remained
open those 35 years. In the last 25 years alone, the Japanese
have exported 40 million cars to the United States, and we’ve
only been able to export 400,000 cars to Japan. That’s a ratio
of 100:1, which is only subject to explanation due to the fact
that the market is closed-and-closed in order to allow the
Japanese to raise prices, build profits and then engage in
exports to the U.S. and to Europe at prices much lower than they
sell the cars in Japan. That’s in the vannacular called
'dumping.’ And so that’s the way the Japanege have built-up
their export markets, and frankly hurt our 1ndustry quite badly
over the last number of years." |

Q: "What role do you expect Prime Minister Muriyama and
President Clinton to have when they meet at G-72"

K: "I think both have made it clear that the auto and auto parts
talks, which will go on both before and after Halifax, will not
play any major role what-so-ever at Halifax.,, Halifax is .a G-7
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meeting, and bilateral dlsputes should not take high- v151b111ty
or high-priority role in such a meeting."

Q: "But they will want to discuss it, won’t they°"
K: "Well, we’ll see."
Q: "Have you changed your position at all, or. do we have to have

a voluntary agreement which they will have to 1mport a certain
amount of parts?"

K: "There are 10 different areas that the Japanese would not

agree to, voluntary plans are only one of those issues. No, we

had voluntary plans with the Japanese in 1990 and 1992, these are
between the industries themselves and the governments welcome
those agreements and where part of the discussion which lead to
them. It is guite curious that the Japanese now in 1995 aren’t
willing to enter into the same kinds of agreements, of course
that they’ve previously entered into; but, there are nine other
areas of very important natures, important as voluntary
agreement, that alsoc were not subject to agreement. We need a
full, complete agreement which is going to open-up the Japanese
market to foreign competitive autos and auto parts. This is not
just not done on behalf of the United States, we’re trying to
open-up the Japanese market for all foreign competitive autos and
auto parts. The reason we’re doing that is we believe open
markets and expanded trade is good for everyone. And to the
extent Japan has closed its market: they have iskewed the auto and

‘auto parts market around the world; they have sent the wrong

message to the rest of East Asia that is the way to proceed in
world trade; they have hurt global growth; and frankly, they have

- hurt their own economy. And, so, it is good for everyone if we

could open-up this market."

Q: "Are you going to glve the Europeans a seat at the table
(illegible) . . . 20"
K: "Well the Europeans have a quite interesting position.

Number one, they have an agreement with Japan through 19%9 to
limit Japanese exports to Europe to 11% of the market, and also:

‘to infest and require that all Japanese transplant operations in

Europe use 60% local content. So the .Europeans have a somewhat
interesting position. They don’t the United States and Europe to
be able to impact the Japanese market, but there quite willing to
manage trade and to control their own market. We believe they
have a view of trade which is opposite which;is good for the
entire world, that is, ‘close your market, not insist the others
open thelr market, and criticize everyone whose trying to expand
trade. That is a position we do not support and one which is
not good for global growth."

Q: "The Europeans say that unllateral sanctlons violate the WTO
rules." 4 |

K: "Well, the Europeans, as I said, they have unilateral
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restrictions on Japanese automobile imports into their market.
They didn’t insist that the Japanese give the same benefit to the.
United States market. Frankly, the Europeans 'are not in a
position to criticize anyone given the way they have reacted to
Japanese imports into their own market and their restrictions on
Japanese transgplant operations, none of which we have done. Our
European friends ought to jein with us, frankly, in an attempt to
open the second largest economy on earth, and that is Japan,
rather than criticize the United States, who maintains the
largest open market in the world."

Q: "Mr.fKantOr, besides the luxury tax on some Japanese
automobiles, what other sanctions were we studying?"

K: "We studied other areas, but we believe these are the best
way to proceed at this point. Frankly, all 13 models that are
subject to the sanctions on June 28, if we have no agreement,-
were designed and built for the U.S. market; all are only built
only in Japan; they use very little foreign parts content; the
fact is, that very few U.S. dealers carry them exclusively,
therefore very little employment in this country will adversely
effected by this action. 1In so, we believe this was the precise
way to go about reacting to what has been a problem for 35 years.
It’s interesting, I’m looked back in the history, in 1953 the
U.S. had 57% of the Japanese auto and auto parts market. The
Japanese in 1954, because they had a $260 million trade deficit
decided that they were going to close their market. I mlght note

" that the U.S. last year had a $37 billion trade deficit in auto

and auto parts, which was 60% of our total- trade defic¢it with
Japan and 26% of our total trade deficit with the world.

Japanese closed their market, and by 1960 we'literally had no
exports into Japan. The Secretary of Commerce .in 1967, Alexander
Trobridge, said that this was unacceptable and had to change and
had to change immediately. Here we are in 1995 still trying to
alter Japanese behavior which has been so negative in terms of
the U.S. economy. We are bound and determined, the President is
bound and determined to changes; it is not fair to the American
workers; it is not fair to American business; .it’s not fair to
frankly the rest of the countries who are trylng to open-up the
Japanese market."

Q: "Even if Japan were to open-up its markets, could'yéu
guarantee that the Japanese people would buy these Amerlcan
cars?"

K: "We’re not looking for guarantees, all we’re looking for are
opportunities. We believe, given the quality.of American cars
and the competitive abilities of American workers, we would do
just fine in that market if we were allowed to compete fairly.
If we can’t, given fair opportunities, that’s our problem then
not Japan’s problem; if you’re not allowed to compete fairly,
that’s their problem. And so therefore, it’s their problem and
the ball is in their court, it’s time for Japan to react in a
fair and reasonable manner and to level-the-playing-field."
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Q: “Despite your research into the American dealers that handle
the 13 model that would be effected later in the month, do you

feel under any political pressure that they have plcked something
of a cross?"

»

K: "No!"™

Q: "You don‘t (laugh)."

K: "At two and a half million Americans who are employed by U.S.
auto industries: manufacturing is 697,000 or in suppliers or in
dealers in U.$. or in other foreign cars. Those two and a half
million people, and the businesses they work for, represent 5% of
the U.S. economy. Last year, the 'Big Three’ alcone had a payroll
of $33 billion in just one year. The U.S. auto industry buys
more iron, more steel, more aluminum, more flat glass, more
platinum, more rubber, more synthetic rubber,. and almost semi-
conductors than any other industry in America.' Therefore, the
ripple effect is huge. The only pressure I feel is to open-up
the Japanese market." : i

Q: ""Let me ask you about another ripple effect. What do you
make of the spill-over debate about the effect of this ’‘get-
tough’ policy on overall relations with Japan? To what extent do
you think the trade sanctions will have, or will undercut trust
between Tokyo and Washington?" ‘

K: "They won’t. Our political and strategic relations are very
strong. The Foreign Minister of Japan, Yohe Kono, has made it
quite clear that we need to separate and will separate the
concerns of a political and strategic issues from economic
issues. The President has made that clear as well. 'We can eat
and chew gum at the same time.’ Japan and the United States have
very important interests that they share in the Pacific region,
if not around the world. 1In so therefore, this dispute will have
no effect upon those relationships. However, this dispute will
have an effect upon our overall relationship ‘in terms of ,
economics, and in terms of trying, finally, to operate on a fair
and equal basis." . : by : :

Q: " Can I ask you again about sanctions and their 1egality
under the WTC . . . most trade experts say that the U.S. can’t
apply these sanctions legally, and that it will likely lose when

the Japanese bring their case to the WTO. Wouldn’t that put you

in a very difficult position? You’d have to . walk away from the
WTO, saying, ’‘We won’t follow your dlctates,: or you’ll have to
exceed to the demands, and you’ll face charges at home that this
World Trade Organization is running the country."

K: "It’s faséinating, and I know you asked the question for

‘effect only. You ignored the U.S. case agalnst Japan,

conveniently. Our case against Japan is a véry strong one; it
will be filed in the next few weeks. Most experts believe that
we have a very strong case and many countries will join us in
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that matter. Let me say .that everyone thought we would.lose the
so-called Gas-Guzzler and CAFE case that the Europeans brought
against us, and we won them. No one knows how these panels will
operate. They’re quazi-judicial in nature. They involve three
experts from other countries, chosen jointly between Japan and
the United States. It will take from 11 to 18 months for a
decision to be rendered by the World Trade Organization.

Whatever that decision is, of course the U.S. will live with it.
The World Trade Organization is an important organization, but
we’ll expect Japan to live by the decision made in the case we

" bring as well. Frankly, the fact is that there are four
different things that could happen if you happen to win or lose a
case at the WI0. If Japan loses her case with the United States,
they have four optlons One is of course is to withdraw the
offending practices in this case. Second would be to pay
compensation. Third would be to allow the U. S. to take trade
action and fourth would be to negotiate a settlement. And so,
once you reach the end of these situations, there are four
options left, and so these tend to .go on for quite awhile.
Regardless of what all the experts in Washington, DC say, or many
of them say, most of them, of course, are on the payroll of the
Japanese government or Japanese entities, we’re not going to.
follow that. We’re going to stand-up for the American people.
Frankly, it’s time that the American people understand that trade
is a two-way street, not just a one-way street. -Our problem has
been that in 35 years, that we’ve had a ‘one-way street;’ we’ve
had open-trade with Japan and they’ve had closed-trade with
United States. That’s not rational; that’s not helpful; it
doesn’t really promote jobs and raise standards-of-1living in
either country. I might note that the Japanese consumers and
Japanese people are the second- hlghest paid workers in the world,
yet their standard-of- 11v1ng is lower than most developed
countries. The reasons is that they pay very: high prices. The
reason that they pay very high prices is a lack of competition in
market. The reason there is a lack of competition is because
they lock-out foreign competitive goods. If the opposite
happened, as Latin American countries have implemented, in other
words, ‘open your markets, attract foreign investment and let it
in, lower your taxes, privatize your industries, stop the
subsidies from government to industry,’ you’d find that your
economy will grow, and you build growth in other nations as well.
Japan would be well served to follow those practices as well."

Q: "Mr. Kantor, could you tell us howlnegotiEtions are coming
with Chile reqardlng the situation with their accession to the
NAFTA?"

K: "We're meetlng on Wednesday in Toronto, in our first
ministerial meeting in terms of Chile’s accession to the NAFTA.
We have a number of issues on the agenda. These negotiations
will go on for a few months. Our officials have done a good job
in six different meetings since the first of the year trying to
set the agenda up and begin to provide for-the ministers, various
options in each of these areas, but I expect these negotiations



will go on for awhile."

Q: "Ambassador Kantor, how likely is 1t that there will be an
agreement before the deadline at the end of the month?"

K: "I have no idea. I’m not a prognosticator, nor am I good at
predictions. . All I know is that the U.S. position is clear. We
are going to pursue that. The rest is up to the Japanese."

Q: "Do you see any flexibility in the Japanese proceedings?"
i

K: "You’ll have to ask them."
Q: ‘"Ambassador, do you see any?"

K: "Well, I, it’s interesting. I think the Japanese auto
industry is, in public reports over the weekend, showed some
grave concern over this situation. I don’t knpw how that effects
the Japanese government, I’m hardly known as an expert about U.S.
government, much less about Japanese government, so I’1ll let the
Japanese try to deal with that problem."

Q: "There is the issue that a lot of this dispute has to do with
things that are not technically been approved by the Japanese
government such as the purchasing policies of the Japanese car
companies, and the purchasing by consuners of automobiles. How
do you address that issue?" :

K: "No,; it’s not true. Number one, even if you look at the
purchase of original equipment parts at the manufactures level,
that’s where you buy new parts to put in to new cars, where we
have asked for voluntary agreement, the failure to enforce anti-
trust laws or anti-monopoly acts in Japan, has lead to a
situation where Japanese manufactures, suppliers, dealers, and
frankly, those repair shops that are certified by the Japanese
government, .are all connected together, either by virtue
ownership or by virtue of capital infusion, either through equity
or debt, which leads to or is resulted in a situation where they
work together and lock-out foreign competitive products. If only-
the Japanese government would only take responsibility to enforce
that act, we would have the situation we have today."

Q: "In a recent interview with the President of Honda Motor
Corporation, he said, . ‘The reason American don’t sell as well in
Japan is that the Americans haven’t taken the time to research
and discover, to learn more about the Japanese people, to be a.
part of the Japan culture, as the Japanese have done (cough --
illegible) in the United States.’ How do you respond to that,
Ambassador?" o

K: "It’s an excuse. It is just used to protect a situation that
is unfair, but it gives Honda an advantage. Eighty percent of
all U.S. dealerships are dual dealerships, only 7% of Japanese
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dealerships are dual dealerships. . That means 'you don’t. have the
opportunity to even get your cars in the showroom.. Number two,
Japanese government has not allowed foreign competltlve
automakers to have a list, or have access to a list of car
registrants in Japan. They have a system whereby most
salespeople go door-to-door to sell cars in Japan. Where
Japanese automakers have access to a list of registrants and
other don’t it gives you somewhat of an advantage, as you can -
imagine. Number three, today U.S. auto industry has 101
products, 101 products available in Japan: 16 models; 10 are
right-hand drive models, 60 of the products are right-hand drive;
.51 of the 60 are of engines of 2000 cc’s or less, therefore
smaller cars, which are of course a large part of the market in
. Japan. These complaints by those in the Japanese industry or
Japanese government are just excuses, they are excuses to do
nothing. After 35 years, you would think that the Japanese auto
1ndustry, which is selling their luxury and other cars for less
in our market than they are selling them in Japan, which is a
stunning fact, because you can imagine~hcw only common sense
would lead you to the conclusion: ‘you can’t sell a car for less
in a foreign market than you sell it in your own market, unless
you/ re dumping those cars on that market. They are trylng to
preserve their market share without opening their whole market,
because if they open their whole market, therefore allow
competition, their profits would go down, therefore, they
wouldn’t be able to dump cars on foreign .markets in order to

. absorb those losses. It’s time Japan played by rules the same
the rest of have to play by. That’s what the frustration is at
this moment.  The Japanese are great friends and " allles, we have
cooperated in many, many different areas. We have worked
together on the Uruguay Round; we worked together on the Asian-
Pacific Economic Cooperatlon Forum; we have had 14- trade
agreements with them since we came into office, thé& most in
American history; but, that doesn’t mean we’ve solved the -
problem. Japanese government and Japanese industry need to ban
together and say it’s time to address this major probklem which
has been left unaddressed for 35 years." ‘

Q: '"Ambassador do estimate that the overall U.S. economy is
slowing? Does the performance of the economy efﬁect your actions
with regards to the Japanese?" :

K: "No. We have been very aggressive about opening markets ever
since the day we walked into office. We’ve entered in to 81
trade agreements in 28 or almost 29 months, I guess, since the
President was inaugurated. The President has made it clear that
he would not only reach trade agreements and ‘enforce those on the
books, but he’d also enforce our trade laws. . We’ve done all
three, as you know, consistently since we’ve been in office.

It’s making a difference. In the first quarter this year, our
exports were up 17% over the same time last year, the first
qguarter 1994. That’s one of the largest percentage increases in
American history; in exports, it is the largest increases in
dollar exports in American history, from one period to the next,
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year-to-year. And so, this program by the President'is working;
it’s growing jobs Export jobs tend to pay 17% an the average
than other jobs in our economy. It fits rlght ‘into the -
President’s program both domestlcally and in foreign economics to
raise our standard of living here in this country, and it’s
working. Therefore, we have not changed‘our position one iota.
We continue to operate in the same way in trade whether or not
our economy is either growing very fast or less fast than it was
growing in '93 and ’94 »

Q: "Ambassador, have you tried to resolve this pafticular N
dispute with Japan before you make a de0151on on whether to go to
the President’s re-election campa1gn°"

K: M"First of‘all, I‘m in no dls¢u551ons about:going to any
campaign for anyone. Number two, I‘m trying to resolve this
"dispute because that’s what the President has asked me to do, in
a way that’s going to open markets for U.S. goods in this
critical area for our economy. Politics has nothing to do with
it.m - ‘

Q: "Do you expect to remain the Trade Representatlve ’tlll the
end of this term?" i
K: "Unless the President wants. someone else to do it, I guess I
would. I’m.delighted with this job. I hope I'm ccntrlbutlng
something to the U.S. economy. I'm trying to serve the President
and the American people as best I can."

Q: "Is it possible that you mlght end- up on the Pre51dent's re-
election campalgn’"

K: "I'm too old to be in politics."
[Laugher]

K: "I’ve reached the end of the rope as far as that, and I said
this before, as Yogi Berra said 1t, 'If you come to .a fork .in the
road, take it."

Q: "Mr. Kantor, I wonder how much this fight with Japan is
involved. You’ve got this other big strategy' of big emerging
you’'re trying to get U.S. companies in, because those markets are
g01ng to develep and become big consumers in the future. Japan
is already a well held market. To what extent are you trylng to
draw a line in the sand with Japan to send a message to some of
those other people, Korea, and other Asian nations. that we are
not going to tolerate this kind of economic structure?"

K: "It should not escape any of our attentions that Japan'’s
method of proceeding, in the last 35-40 years, that is keep your
markets closed, keeping prices high at home, developing huge
amounts of capltal and then exporting and gettlnq market share
in other markets has been copied by others in Asia. Obviously,




our willingness and ability to open-up the Japanese market does
send a signal. Frankly, the frustration in Asia over Japanese
closed markets is almost as great as the frustration in the
United States. When you talk privately to Asian leaders, trade
ministers, economic ministers, foreign ministers, they will
express that to us, that one of the problems they have, they
don’t either have the strength in their own market and the fact
that they have so much Japanese investment they are reluctant,
publicly, to take on the issue. Frankly, we are being cheered
privately by almost all of those countries in terms of our
willingness, and hopefully, ability to open-up that market. But
we are trying to send a signal; you are absolutely correct. We
can no longer have this situation. We malntaln open market; we
maintain the largest open market in the world, and others don’t
play by the same rules. The great factor that'makes the Uruguay
Round so important is that it was a single undertaking, that
after a 10 year phase-in, at the most, five years in most cases,
everyone in the world will play by the same rules. That'’s
different than any kind of situation we’ve had in the past, or
since the GATT in 1947. 1In 1947, the GATT was set-up to allow
free-riders; in other words, you didn’t have to sign the
agreement, you could be part of GATT and you wouldn’t have to
play by the rules. The Uruguay Round is quite different. 1In so,
we’re trying to send the 51gnal that: we believe in single
undertakings, we believe in everyone playing by the same rules.
This situation with Japan does have reverberations or
ramifications beyond the Japanese market." |
Q: "Mr. Kantor, if the sanctions don’t achieve the desired
results, what’s the next step?" :

K: "Oh, there would be next steps, but I’m cbviously not going
to talk about them here. We hope and trusts!thatthis will
achieve the desired results. We will work closely with other
Japanese counterparts to make that happen. I think it is too
early to talk about next steps." :

Q: "What about this free trade zone with EufOpe’ They propose
that they think it’s important in order to link alliances up and
nationalize trade together. 1Is the U.S. receptable to the idea?"

K: "Well number one, let’s try to define it correctly what I’ve
said and what Secretary Christopher has said, is we would like to
see a Trans-Atlantic initiative, which began to address the
progressive illimination of trade barriers between the U.S. and
Europe. We are not negotiating any free trade area. Within the
European Union or Commission, they are studying the possibility
of what a free trade agreement might look like.. We’re not
studying that possibility. We’re indicating we’re going to take
four steps: number one, let’s illiminate what trade barriers we
can now in order to open-up markets, either by harminization of
various regulations or standardization in order to make the
markets more open to each other, that would make sense; two,
let’s study what barriers need to be illiminated in the future;



number three, let’s make sure that we get the .private industry
involved, as the Commerce Department has, and have them take
parallel steps along with us; and four, let’s:address trade
barriers on a ‘building-block-basis." That would be the four
steps we would take immediately. This will begin to address the -
barriers which exists between the to largest markets in the
world; that is the European Union and NAFTA. ‘Whether we go
beyond that and begln to look at other areas in the future, I’'m
not sure. But it is important to go back to the foundation for
your question, that we build these trading relationships not just:
to build jobs, that’s critical enough in both economies (I might
note, the Europeans have very high unemployment and their economy
has not completely recovered from the problems of the early
90s), but also to strengthen the bonds between our European
allies and the United States. We find this is'an area we can
cooperate on; we have a common interest, whereas the Cold War
held us together, pre- the fall of the Berlin Wall and the break-
up of the Soviet Union. Now we need to find other ways to hold
this alliance togther and this is ‘one very p051t1ve way we can do
this.” : :

Q: "Could you clarify for me the Mexico CrlSlS and how the peso
is coming along, and the U.S. role in all that?"

K: "Well, the Mexican economy has been very 1mpressive over the
last 6 to 8 to 10 weeks. The peso has strengthened as you: know.
It was above 7, at one p01nt to the dollar. It is now in the
low 6s, or has been as strong, not as low, it has strengthened to
the low 6s. It has been as strong as 580. Second, the Bradey
Bonds are much more stable today; they have able to pay-off a lot
of the ’‘tessa bonos.’ They’ve only drawn down'a percentage of
the international fund put together to guarantee Mexican loans in
order to pay-off the ‘tessa bonos,’ and to stabilize their
.economy. Their exports have increased tremendously, and their
imports have not decreased, which is interesting, from the U.S.
or other places. It appears that their economy is stabilizing
rapidly. Second, the economies of South America, which we were
concerned about that might be affected adversely by the Mexican
problem, have also stabilized. They have not:suffered the
cascade effect, either in their stock markets, or in terms of
interest rates or inflation that was predicted. And so the
President’s courageous decision to put together an international
guarantee fund, is working right. = We have not solved the problem
completely. It's going to take some number of months, but the
situation in Mexico has turned around a lot more qulckly than
anyone suspected.”

Q: "what do you think about the dismantling of Commerce?"

K: "I don’t like it; I think it doesn’t make any sense. Under
Secretary Brown, the Department of Commerce has done a tremendous
job going into markets and developing business for Americans and
promoting investment for American coorporations and helping to
build jobs here at home. I think the Department of Commerce




plays a valuable, if not invaluable role in that regard;
therefore, I think it ’‘penny-wise and pound-follish.’"




