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What are the talks about? 

The talks currentiy undeJWay involve three areas -- automobiles themselves, original 
equipment or odginal 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 pl'oducts 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 Japan to renew their 
voluntary plans for expanding the u~e of U.S. auto ·parts. , 

Iii general, can you explain the problem? 

For many years the automotive sector has accounted for the largest share of the trade 
imbalance betw~~en the U.S. and Japan. In 1994 this imbalance was nearly $37 billion, or 
56%, of our tota.l trade deficit with Japan, . 

Several factors a.re 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 heen excluded from fair competition with entrenched Japanese 
suppliers, even though the U.S. supplie~s offer high quality and very competitive pricing. 

SecOnd, higher-value vehicles have been imported from Japan to the United States. 

Third, and in m/irked 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 stud)". released about a .year ago, known ~ the MOSS Motor Vehicle 
Study, reaffirmed that acCess to the Japanese market was highly restricted. It also 
identified a level of demand atnong the Japanese public for imported vehicles 
significantly higher than present sales levels . 

. And Fourth, Japanese government regulations prevent foreign firms from developing any 
significant busiuess 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 ec;onomy. Car and truck sales have averaged 4.4% of 9ur 

. 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 hav~ 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 countIy. 

Our auto compal':liesare 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 birllion in plants, equipment and workforce training. Since 1990, they have 
spent more than $44 billion on research and development, and, are aniongthe largest 
employers of res4~arch engineers and scientists. ' 

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

The global auto jindustryhas experienced revolutionary change oyer the past decade - all 
the world's major auto makers are now in tight competition: in offering new products, in 
quality, penorma'tnce, price, and so on. 

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

While Japanese (;!ompanies 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-7countries. But vehicle imports into Japan 
from every count~yin the world last year totaled only 4.6%. ' 

If a meaningful Elgree:plent can 'be achieved, and access to high quality dealer' outlets is 
significantly incrf~ased, 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 -. original equipment, or parts installed at the 
factory? 

The quality of Japanese vehicles made.in the U.S. is a test~ment 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 compaIlies' 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 companies, 

Voluntary purcha:sing plans have provided a valuable tool, and have demonstrated that 
bringing US-mad,e parts intothe Japanese auto manufacturing system can be 
accomplis~ed 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 EUI:opean 
transplants. . 

And the third area, the aftermarket ror 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 ensuring compliance with safety and environmental standards. 

-. 

Many governments maintain vehicle inspection systems, including ollr states, to ensure 
safety standards are met. However, thegovemment of Japan has taken its vehicle 
inspection and quality assurance system -- the "shaken"· -- to lengths .that result not only 
in excessivelybigh costs to consumers, but in impenetrable barriers t~ foreign exports 
and a virtual "autlltOrized monopoly" for certain dealers and garages in Japan. Ties to 
Japanese auto mallufacturersensure that these repairs do not use parts made by their 
competitors. 

At 2.6%, foreign import penetration of the Japanese aftermarket lags far behind that of 
, 	 the other major auto~otive aftermarkets. Imports represent 21.8% and 17.5% of the EU 

and U.S. aftermarkets, respectively. 

A final note . 

.,~ 	 , . 
Innovation and coinpetitiveness do not belong to anyone 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 tr~lding partners, lies in the further internationalization of its domestic 
economy. 

http:plans.as


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 aildequipment manufacturing is the largest Qf all manufacturing 
industries, and is the cOrnerstone of our nation's industrial base. No other industry has a 
bigger impact OIl 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 Cana9a, America's car 
. companies also have a very large multiplier effect on employment throughout the 
auto-supply industry. In fact, Chrysler, Ford and Gene"ral 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 infrastrutture . 
and DJ.any 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 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 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;-he 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 eco:llomy. They are also one of the nation's leading employers of minorities 
and one of the la.rgest 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 contributions help meet our nation's educational, social and 
cultural needs. . 

Source: AAMA 



EXAMPLES OF PROBLEMS IN JAPAN'S 
AUTO:MARKET AND AUTO PARTS AFTERMARKET' 

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 impact) requires complete 
reinspection that may cost up to $3000. 

Potential aftermal'ket auto parts customers call U~S. suppliers and ask if desired 

modifications req\dre inspection. If they do, 60-70% of the customers immediately lose 

interest. .Becauseofthis, in some cases, vehicle owners will have illegalmodificatjons . 


. done 	sometimesl(~ading to unsafe conditions. . 

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

o 	 Replacing springs and shocks requires reinspection when it lowers or raises the 

vehicle by imore than' 1 centimeter. In order to pass annual inspection without 

this change being notiCed, vehicle owners will add roof racks so that the overall 

height is not changed and then remove the racks after inSpection. 


o 	 The MOT restrictions on replacing,criti~,p~~v~relyllihit:th~ sale of brake .. ' 
pads, brak€~ rotors, bearings,bushings, rubber parts, shock absorbers, etC. 
According to one U.S. businessman, certified shops "look on non-Original 
Equipment (OE) parts as outcastsanq\Vofl,'f¢ventlilk topotentialstippliers". 
Typically, tJl,ese certified garages are controlled by Japanese auto eompaniesand stock 
only Japanese auto pam. The U.S. has been accused by the Japanese Government' 
of trying to 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 Japanesethat would make their vehicles less safe: . 

o 	 Even adc1iIlgspecially illuminated license plates, wbjchare popular in Japan, can 
make the f)lates as much as 4 centimeters thicker. In many models ofvehicles, 
this will extend the length-of the vehi~le past the 1 centimeter change limit that 
requires inspection,; This kind of inspection can cost between $500-$600 - just to· 
add licenst:: plate lighting! . . 

o 	 Adding sp€~cial wider wheels to a vehicle requires reinspection because it changes 
the width of the car by more than one centimeter. 

. 	 . 

o. 	 When adding a trailer hitch to a car, MOT requires that both the hitch and the 
trailer be brought in for inspection.' This is extremely inco~venient 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 bas created great potential demand for th~se hitches, but MOT 
regtiIations have constrained the market. As a result, ,many users are atta~hing 
special hitches that swing into place and get around the -regulations because they 
do not chanige the dimensions of the vehicle. However, .the hitches are . 
considerably less secure than normal hitches. , 

o 	 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 con'ectmodel'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 '1bea different year than the actual model of the car. In these cases, 
US cars have faced rejection during inspection. . 

o 	 Some parts require highly stringent inspection tests. VS mufflers have 
encountered problems passing the series offive tests that are required.under 
MOT regul:ations. Part of this is because inspection stations can be very 
inconsistent and will end up passing vehicles with parts from garages with which 
they already have a "cozy" established rehitionship. This adds up to discrimination 
against imports. 
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,::., I WIE ,; 
(TAPE 1, SIDE 1. 12:47 - 13:19) LiH;;o .~ 

ROY MACLAREN CInternacional Trade Miniscer): . Good afternoon. -1C..!k- y: 

I'ln RoyMacLa~en, ,the Minister of Trade for Canada. I'm sorry chat ,l:-P,-l,.:,. 
I've ... \IIe',ve kept you, waiting.' !~ .. we were un.avoidably delayed 

, 

/1 
t'1\ K. !:. 

and I apologize for the ... for keeping you waicing. In accorda.nce ..a~ .;":'1 

:"'it:.h,our.practice:3~I'll read a statement and then I'll reacl it al!l 

rapidly as possible. ,And then we'll begin t'he questions and 

comments. 

It has been less than six mont.hs since the coming into force 

of the Urugu21Y .Round agreements and the establishment:. of the World 

Trade Or9'ani:;~ation. Our discussions over the past two days have 

been motivatE~d by a collecci.ve commit.ment to t.he full 

implementati,m of· the agreements, to t:.he consolidation. of chis new 

i~scit:.ution ctnd to che conclusion of· ongoing negotiations. Wehave 

lookedbeyonci this agenda to how we mdght makeprogresB on the new 

generacion o:E issues that must. be add:cessed, if we are t.o ma:i.ntain 

the .mome:r;tf::.um of trade liberalization. We have also looked beyond 

this meet.ing to the G-7 meet:.ing summit in Halifax and future 

multilateral meetings including the ~936 WTO ministerial meeting. 

We have discussed the actions necessary to build tha WTO as a 

http:collecci.ve
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economic growth. We reviewed current negot.ia,tions in the services 

sector. ,financial services. telecommunications. movement of 

persons. 'ma.rit,ime transport services . Weetnphasized the need for 

substantial further progreds in the financial services negotiations 

before the end of June. We reaffirmed our strong shared cOtlunitment 

to a successfl.Ll completion of the:: process and urged al,l countries 

to raak~ neCeSfJaJ!':'}" and specific effartdto iUlprove their offers so 

as to create the condicionsfor a liberal .H.FN,most favoured nacion 

regime for fizlancial services under the wro. We took note of the 

significant o:Efera made intbe negotiations ,for movement of persons 

and would conl~:dder addi'c.ione t.othem in response, to improved offers 

in other areas. We will work: closely together in the weeks 

remaining to June 30th and are actively considering appropriate 

act.ions to bring these negotiat.ions to a successful conclusion_ 

,Ye recognize the import.ance of completingt:he-nagotiation.5J on 

basic telecom:rnunicationservices by April 1996. We agreethac. the 

early liberalization within this se.;:;tor of services infrastructure 

and investment: is the'mo:illteffect:ive ""ay co promote a global 

informaeion infrastructure. This would help achieve che obje'ct.ivea 

jointly agreE~d at the February G-7 ministerial conference on ,t.he 

information sociecy. To provide impetus to, the negotiations. we 

have asked our official!'! to meet: in che. aucumn co review t:he: staeus 

of oegot:ia.ticms and to examine obsta.cles to t:heircompletioll_ We 

welcome the consensus t.o launch ambitious ~egot:iac10ns in t:.he OECD 

on our multilateral agreement in investment:,. 

http:completingt:he-nagotiation.5J
http:successfl.Ll
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r:he World Tradl:! Organization· on .the relationship between ru:"es in 

r:.he. areas of tJcade and environment. Weare satisfied that. I)rogress 

is being made I:owards t.he objective of making rules in these areas 

complementary while not jeopardizing the goal of continued t:rade 

liberalization. We alsot.ook note of work under way in. the OECD 

and the ILO Co examine the current mechanisms for the promocionof 

labour st.andards. We suppon t:his analyc.ical work. We welcome the 

progress being made in.the DECO on t:he issues.at:. sta.ke and believe 

that they dese:l:Ve broader debate among world players. The 

orientation of our discussions over the·past t'Wodays reflects the 

emergence of ni~w challenges for the tra.ding syscem and new 

opportunities :Eor t:rade liberalization. We do not intendt,) limit 

our future disl::ussionsto chase sactors and·issues. important:. as 

they may be, we willactl.vely pu~sue elimination of remcHning 

barriers a,nd si=nior officials of 'the quad will study how.'this can 

best be done. As·we look towards che fut.u:r~ agenda for crade 

negotiations, 'che first WTO ·ministerial meeting in 1996 prssents an· 

opportunicy to Maintain momentum of trade liberalization_ 

! would nl:lwinvite questions. As you k:n~w, Minister Hashimoto 

is on my far right, Sir Leon Brittan on my immediate right and 

Ambassador Kantor on my left. 'If you'd identify to whom you're 

addressing you·r questione,· please, I'd .appreciate it_ 

Q: For Mr. Hasbimoco and Mr. Kantor, do you look forward·now 

to some sort of trade war, now thac your negotiators seem to. have 

failed or call wars, perh~ps7 

f1 (' If) , I f)11=:7 'InT 
W1ffdJ :h 

http:issues.at
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not surprised that. you should be puzzled because I made no :public 

stacement.s aft.E!r eit.her those t.wo meetings and· you are 'cherE:fore 

feeding on unre~liable ,matt!rial. The posit.ionof theE\1rope:~n Union 

is quir:.e clear,,· We do think. thar:. the ~apane3e market. in t.hese 
......... 


sect.or.:! is not. sufficic'ntly open. We :ttrongly support any e££ort:~ 


'~.. . .
t.o open it and we think tha.t· there' e: plenty ofro~ove:Inent on 

. --_.., 
t:hat: score. Or:l the other hand, .weare nat.urallY anxioust:hac any 
--------------------------------~----------~---------- --.. 
agreement should ... r:.hat is made should not encourage t.he p~~chase 

------------------------~~------~----------~~ 
of American cau:s or parts at the expense of European. ones arld we 

._------- 
it: did not: havE~ that:. effect. Also, We are not in. favouro£ 

agreements which have any of t.he aspects of managed trade by which 

I mean agreemeIlts which det:.ernd.ne purchases. on the baa is of 

administrative agreement rat.her t.han the operation of tqe '[b.C;,rket. 

I'm assured t.h...'"1.t: there is an intention th~t there shOUld be 

anything that.' 1:0 being call.ed managed trade . I hope that. that:. will 

indeed be the c::ase. And if an .agreement: can be. reached. which 

opens t.he Japanese ma.rket further/which does not. have the effect 

of discriminating against the European Union, and .....hich does not 

~avour administrat:ive crade, we would very much welcome that, but 
! 

don't. t.hink I :;hould cOlMlent furt:.her unless and until we see what 

t:.he out:.cortle is_ 

Q: Hinis·ter MacLaren, I underst.and one of· the issues that you 

were ta.lking a.bout info:rmally was transat.lant.ic tra'de. I'm ' 

wondering what kind of a priori~Y that:. is for Canada to have some 

OUB 'J S66! '0£ 'f.eW 

I 
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the excellent way in which we have been looked after and the 

admirable chai,rrnanship of Mr. MacLaren which has certainly played 

an enorlncus pa'rt:. .in achieving the outcome chat. we have. 

The relationship between the multilar:.eral trading system and 
, 

any regional free trade agreements orrernoval of obstacles is a 

cornpl!ex one which deserves a great deal'of further study. We are 

in favour of removing obstacles to trade. we: are also strongly, 

commit:t:ed t:o t.b.emult:ilateralerading system.' I made a speech last: 

week about the relationship between the European Union and the , . 

Ullir:.edSta.tes in which I said that: IJet.1ere looking acways e,f 


removingobsta·eles. .And ehat:. oneoft.he things that we 'Were 


looking at: ,",as the possibility of,fr.e.ei1l9 trade ;'urther on a 

...~ ~': > .:.~'::'~i:<~;:; .' ,'" .ji~V";"" ,:'Y,,/;:> :', <..,......~.. ;'. \-';. 'r"'~' 

, bilateral basis. There are many ,problems I lega.l" economic" and 

political. \ We are ill the 'carli~st:"atages,of,e~mining "all t.hat.. 

~,d that really is all I can say ,at this st:age. ' 

KANTOR.: We"x-s of, course all.committed t9 growing jobs and 

raising wages and raising standardaof living~ The progressive 

elimination of t:rade' barriers, both tariff and non-eariff, 

contributes mightily toe.hat cause. We will work and c:ontill.ue ,to 

'Work with our trading partners, in the quad and outside the quad, 

bilaterally, regionally and multilaterally~·in' order to achieve ,that 

purpose. 

(TAPE INTElUUJPTION] 

Q: My question is to Mr. Hashimoto. Do,you'believe you're 


receiving a lot ~f international Eupport for your poaition'tn the 


WVSv: 6966 I '0£ 'HW 
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the Chinese economY,that would be needed for Chinese membership of 

the WTO ,is sOl'C'tething which t.he Chinese leadership is in any event 

committed to a,nd member:rhip of the WTe would 'reinforce a.nd 

strengthen the movement towards the libera.lization of the Chinese 

economy_ It would be the inte.restof the world economy ,because 

carmat bel ievethat an economy the size of China and 'With the 

growt:h. 'further growch pot:.ent,ial that China h;a.s shoUld be left: out 

of che world trading syst:em provided it is prepared to accept: the 

proper conditionsfol:' entry to it. obviously, China has to be 

prepared to accept the fundamental rUles. But I think it isn't as 

simple as chat. It's not a question' only of accepc.ing the rules 

but of accept:ing chem when and I t.hink'tha.t:. the essence of 

,flexibility is really a question of looking very carefully at. each 

of the commitments that China does have to accept: and ask is it 

necessary for c.hat t:obe accepted at cheoutset? Ci1n it be phased 

in7 Can they be broken up in different ways 90 that some are 
. . 

agreed now and. some it is agreed will be accepted lacer. It's a 

complex quesr:ion. We, in t:he talks had up co now, all of us, it:: s 

tair to say that. last year. we ended in an impasse because ie 

seemep. that Ch.ina was so far away from accepting the, bare minimum 

that we weren' e getting anywhere - After 1:he talks that ! ha.ve bad 

in China a couple. of Io{e.eks ago, I very much hope that China will 

realize that \t'e are p:cepa:ced to show understanding of che 

transitional I'l.at:ure of the Chinese economy. of che fact:. t:.hat China 

can' t be expec!ted to do everything immadiately. But I, hc)pe that 

I 
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canadian government asrepregented at::. this t:able but: also ...,ith 

represent:at.ives of Aboriginal peoples yest.erday here. .And t.he 

situation ist.nat we .have nothing a~ainst: t.he furt::.rade as such. 

The pro.blem i3 presented by tl:leneck :hold t.rap and on the European 

legislation, products tha.t. der~ve in the case of I t.hink. fourteen.. 

animalg from tine use of 't.he neck hold crap will. not be al·lo'joled from 

the 1st of Jamlary 1996. 'rhat is a date that. is alreadybe.1.ng 

extended from. t.he .original date when the legislation will come into 

force, Becausl:! the leqislatic.n also says that if there 'is EJ1 

international a.greement: un alternative met.hod of t.rapping which 

meets animal wl~l£are concerns I then the ban will .no t. apply. In the 

context. of the ISO, the in~ernati~nal body concerned, ,t.alks have 
, 

gone on that. a:Las, it.' is quite clear that: t:here's no prospect of 

reaching an ag:r:eement on an alternat.ive· in the time sc:::alerequired 

to disapply tht~ legislat:ion. On the .other hand. we~-arean.xious. if· 

at all pOSSl;.bl.l'!:, to find a solution to this problem, which meet:,s 

boch animal welfare conc~rns and t:he v~~-y real concerns of the 

communities who are so dependene on chis part.icular economic: 

activity. 

That: is why I've explained to boch the governments and the 

individuals cOJ:lcerned that: we are ready on an· informal basis to 

talk wit:h the United Stat:es, Canada and perhaps even Russia, in 

order to see whether within a narrowex-context: it is possible co 

reach an agreement. 

We've got t a work. ver..f hard t.o do c.ha t and very' quickly. 

~E/v [ 'd 
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in t.he individual stances of count:ries should have no effect: upon 

c.his kind of proceeding, and so cherefore t.hac is not a concern. 
'\ 

What is cL concern, of course ..for all of us. is opening t:he 

second largest: automobile. market: in chc: world. It has a negative 

effect, che closed market has a negative effect en .t.he econ(>mies of 

Europe and No.rth America.. and we need .co address t.hat question 

effect.ively. 

I think both Sir Leon Brittan and ROy MacLaren have e:xpreas~d 

their concerns quite eloquently in that respect. I think W~ ought 

to reserve judgement as co t:ha .. wh~t solutions are 'found, if anYI 

a,nd what react.ions there might:. be . regardless of t:he soluc.ic.ns. 

chink t:hat. chat would be ..• itwould be unfortunate if ~e beqan to . . ,~. . 
speculate at 1:30, or whatever it is, in the afternoon coday, 

before we'd ha'lI'e a' chance to meet:t:his. afcernoon. orwhat:.mc.y 

subsequently occur over 'the next num.berof days. 

Q: Good ;~fternoon, I just have a couple of quick -follow-up 

questions ~o Mr. K~ntor and Mr. Haehimoto.. You said you're going 

to meet: with y,:ni:r; experts lat:.er on today to discuss the auto. What 

time .. I I m t.rying to establish a t:ime frame: for' deadlines ar_d

...,ha:tnoe. Wheri!. are you going '1:0 be meeting here in Whistler I and 
l 

when do you exI?ec:t t:.hetn to be ove:!::? 

If they a:i:"e going to be over. when do you eXpect t.hem co be 

over? 

OUg [ 'd 

I 
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Q: I ~anted to ask Ambassador Kantor and'Minister 'MacLaren, 

what do ehe shorc'term prospects look, like for additional tariff 

inieiatives, further tariff cuts. oreliminat.ion of nuisance 

tariffs or tariff acceleration in the Uruguay round. Did anything 

come out of this meeting regarding that:igsues? 

MACLAREN; As I Understand your question you're referring to 

che elimination of the so-called nuisancetartffe that are below a 

~ert:ain percentage point:. We've identified a number of activicie~, 
I ' 

we think., shoul,dgo forward as ways in which furt:her trade 

liberalization can be enhanced. It remains for ouroffic1als to 

ret:urn to us wi.t.h recommendatiollsaboUC. the moacpromising l"oute.s 

to take, whiCh may or may not include the possihil1c.y of 

eliminat:1on of gome or all so-called nuisance tariffs. 

KANTOR.: I would only make "one remark. It would seem l'ather 

interesting th2i.tt:he first thing we would look at. ii-those t.ariffs 

which are th2 lowest:, rather than those tariffs which are the 

highest. And]: would suggest chatwhac we ought:. co do is begin ac 

the top and go do'\l1Il. rather than the bottom and move up. It would 

have a certain logic to it that we would support, but: I'll leav~ 

t:hat: up to t:he senior officials wbo are going ,to be assigned this 

task and we'll work closely with them as a group. 

BRITTAN: Could I just say that,it's under~t.andable,th.at there 

sbould be a fo<:us on tariffs, but in the 'lJorld, economy todal', 

part:icularly after the Uruguay :Round, which has seen such a 

, significant' rei:iuction ;i,n t'ariffl3, if we are l.ooking at: chs next 

nUQ r ',.T ,QI.R? 'o/,[ S661 '0£ 'A BVi 
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when you've g<::>t this kind o£ a dispute dividing two of you? 

MACLAREN: We go left? (Laughs) Go ahead, if you 'like. 

HASH.IM01'():. {SPEAK.9 IN J.APANESi::l 

BRIT'l'AN: ,On the specific question of the Japanese market it 

is t.rue that t.he European Union c.!ir manufactl,lrershave shoWl:; 

increasing SUt::Cle.s in sell.ing ca.rs co Japan, but. they' va had to, in 

many cases. 9ta~ up their own distribution systems I which has been 

extremely expt~n9ive. rthink there are obstacles and barriers ana 

. there. rtwo'Llld~e reasonable .for t:.hedistribution system t.~ be 

more open, for it co be possible for dealers·to stoc)c:; bot:hEl,lropean, 


an.d. Japanese ,cars, or Ameridm ones as well. iiit comes to t:.hat. 


4~d there are real obstacles tc?' tha~ p.appe.ning~d t:.here arEl.many 
. ", . ,; ',:' 

other real obstacles. 

So the fact that we havebeen.able.toeellmore cars doesn't. 

mean that: t.here are now obstacles, or that: there a~e nou obst:acl~s 

in the car parts market, in particular. We share American concern 

about. many aspects of that., butI'veexpr€9Sed the reservat.ions. 

But: the question was a different o'ne ~ The question tha-.t was 

act.ually·askedwas whether the disagreement:. between, or the failure 

as yet to reach agreement bet:'W'een the Unit:.ed Scates and Japa..n was 

an obstacle t.o us giving leadership? The answer is emphacically 

no. If. you a.ctually look at the statement. t:.hat: Minister MacLaren 

has read out, you will see it covers a very wide range of issues in 

which we havei been .ablet.o give leadership. : The problem of care 

and car parts; Q-fid the disagreement up' t.o now beC'IJeen Japan and the 

nun? ',.f 
S661 '0£ 'UN 
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substant.ial degree. ,at least in my view, trade and investment are 

becoming indis't ingu.ishable, and a principal generator 
' 

of addi. t ional 
, , 

era.de in the future wi.ll be ,the achievement of a hind.ing' and 

univel:'sal agreement on investment. 

I don' tsee any hindrance. ,,'and any obstacle in our 

discuasions ac this quad, or indeed, I'm sure ac any future quad, 

that would result from any bilaceral problems or problema such as 

you've raised. 

J(ANTOR; Thank. you. First of all, I think the media i9 doing 

a fabulous job. I wane chat noced in ehe record. 

MACLARDl: What about the editor3? 

:KANTOR: When you'have large trading relation.ships, such as we 

all- have bet:wc:e:n ourselves, it should not ,surprise anyonet.hat you 

have trade disputes. We t.ry co manage t.hosedisputes in the beat 

~ay pO$sible. Each of us is representing OUI, governments in the 

b~st ~ay possible, in order to make sure we try to resolve Lhese 

mar-ters. But ic ahouldn'f' be shockingthac f'rom cime to time we 

have bilat:eral, issues t.hat a.re ,raised that we havaco deal vit.h, 

;md t.his is just: one of them, but: it in no "'<1;yhinders our c-..bi.lity 

co move forward. either in the quad or on the regional. context, or 

even ~n a mult,ilateralcontext:.. 

Let me jl,;LSt say that t.heEuropean car makers have done so well 

in Japan t.hey now have 2.8 per cent of the market:. America. U.9. 

car makers ha~re now reached the grandiose tot.al of 1. 9 per cent of 

cheJa];)anese ritarket:. That 's 4.7 per cent. We would hope that. we 
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firsc of all, clarify what those: stumbling blocks might be :..f they 

exist, a.nd wh'it significance chere would be if you don '.t. meet t.he 

June deadline to the process for the ocher types of service sector 

agreements? 

BRITTAN: . Well, ic's very simple. We think that: there are 

quite a few cquntriesthac ought to make strongercomm.1cmencs La 

liberalizat.:i.OLl of their financial se:cvices market than they have 80 

far made,~d we, I chink. certainly che Uniced States and the. 

Europea.n Unioil, and I'm sure Japan and ochers as well, ""ill seek ,to 

persuade t:.hem to do so in a way that I hope \Jill enable -the Iru'.-. 

the U_S.-~apan agreement on financia.l services co be 

. multilaterali;z;ed and for an agreement to be concluded.. 

MACLAREN; Thank you very much. 

(END OF 'rAPE 2, .SIDE 2 J 
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Introduction 

Mr. Chaimlan, it is a pleasure to appear here today to discuss the opportunities and 
responsibilities we face in the coming years in trade P9licy. We have a unique opportunity to 
work together to build on the historic accomplishments President Clinton, with bipartisan' 
support in Congress, has already made in trade .. 

In just over two years, President Clinton and his administration, with bipartisan support in 
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 diligeQtly 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 tr~de expansion in Asia through the Asia Pacific Economic 
Cooperation forum with the Bogor Declaration; and announced c'reation 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 ship9uildinK!_~g~nbi~t()ri~cip.~t:ll~c;!w.llpr()perty. 
rights agreement with China~ In addition, his AciiriiIlistrtttioIi'[omph~tdd"sc6re{ofother . ' 
bilateral trade agreements, including textile agreements. 

It is important that we don't rest on oUr laureis,h()wev~r. We must move forward in the 
effort to open marki:!ts 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, I

/ 

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 implement trade agreements that fully , 
benefit American workers and companies. ' 

It is important to first emphasize the importance of trade to our future prosperity. President 
Clinton's trade poliey 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 increa,singly important to the U.S. economy_ 

Where our economy -was once largely selfcontained, now we are increasingly interd~pendent 
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 ~n trade. 
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This global economy offers tremendous opportUnities for American workers. Over 11 million 
workers in this country owe their jobs to exports. These jobs pay highe~ wages, on average, 
than jobs not related to trade. Every billion dollars of exports supports 17,000 jobs. Clearly, 
expanding trade is critical to our effort to create good, high-wage j()bs. 

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 economy, 
economic concernS are now as evident in our foreign policy as strategic, or political 
concerns. 

After World War Hand during the Cold War, the United States used trade policy as part of 
the strategy to hell) rebuild the economies of Europe and Japan and resist communist . 
expansionism. We led the world in global efforts to dismantle trade barriers and create 
.institutions that would foster global growth. 

During that period, we often opened our market to the products -of the world without 
obtaining comparable con:unitments 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 

- so. 

Despite the uneveil commitments, the resulting expansion of trade fueled growth, stability 
and ultimately proved to be the winning card in the Cold War.: But now ,,!!e 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 Viar II, now represents 20 percent. 

. . 
Although we welcome the products, services and"investment of other nations here in the 
United States, nov ... we insist that the markets of our trading partners be open to the products, 
services andinvestrnent of the United States. We insist on reciprocity in our trade 
agreements . 

In addition, it is critical to fostering global stability that we expand economic ties with other 
countries. Fosterulg 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 (;conomic 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 economy. 
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Getting our own domestic policies in order, expanding 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-skill, 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 gli)bal 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 belle fit 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 fn:,m the world, the United States has renewed its commitment to remam 
engaged in the world and continue the U.S. leadership role in the globalec.onomy.· 

, 
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 dose partnership. Essential to 
that partnership -- and to opening foreign markets for American goods and services -- is a 
renewal of trade. negotiating authority 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 availabk for both Democratic and Republican Presidents. Fir§j:, fast track 
confers a very pow~!rful advantage on America's trade negotiators. Just consider the 
astonishing list of ttade-opening agreements we negotiated under fast track during the past 
two . decades -- including the GAIT 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 fITst 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 countrie~ 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 partners 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 reforming 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 

Iion hold" -- countries in the region are likely to procrastinate in :makingthe 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. objectives· or 

standards of fair trade. 


Holding out the possibility of privileged access to the U.S. market acts as a powerful 
"carrot, II which complements the "stick" of U.S. trade remedies.· That gives the Presideht, 
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 eompanies. 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. Agreements fostered by fast track authority mean hundreds of thousands of high
wage, high-skilled jobs for Americans· across this country. Past-track renewal is critical if 
we want to continue expanding economic and job growth in this country by opening key 
foreign markets for our fiITIlsand 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 intemationa1 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 
implementing 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 lariff 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 "oui of 
. bounds" because they address a nation's internal policies, not arthe bor~er. 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 thl~ creation of the Committee on Trade and Environment in the WTO, to 
clarify the relationship 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 .negotiateagreements on labor and 
environment as they intersect and interact with trade. As Preside'nt, he has spoken frequently 
on these issues and worked hard to address them with our trading partners. Presicient 
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 Americas last December ,.the nations of this hemisphere agreed· 
to recognized the lulle 'between trade· and the environment, as well as trade and improving . 
working conditions. The Declaration ofPrinciples says, "Free trade and increased economic 
integration are key factors for raising standards of living,improving the working conditio'ns .. 
of people 'in the Americas and better protecting the environment." In the Plan of Action, the 

.34 heads of state pli!dged to make trade .and environment mutually supportive, and to 

"further secure the observance and promotion of worker rights. II, 


We should view the current debate over whether fast track should include labor and . , 

environment in this context. We arebegioning to reachinternati9nal consensus on the 

importance of addressing these issues. ..'. 


There are, of course:, differences 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 frnd a 
solution that enjoys broad bipartisan support. 

The President needs to have the flexibility 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 Pres ident 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 ~orld-wide. Congress 
can improve our chances of success in each of these areas by renewing fast track for these 
talks. 

In adaition, , we should begin to study areas in which we can progressively expand economic 
ties and remove trade barriers with the European Union" already our largest trading 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 explain 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 f:conomic 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 little promise. U.S, trade policy towards the region was focused almost 
entirely on a limited set of issues with only a few countries in SQuth America and on tariff 
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 strengthen ties in the 'hemisphere have been launched or strengthened. 

I 

We have an historic opportunity now to take major steps toward hemisphe.ric 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 arid hope for the best, or lose 
sight of the need'to act on our hemispheric objectives. There wil,l inevitably be some 
difficulties as we pn)ceed, but to not proceed witl only increase the prospect of the U.S. 
losing out on substantial economic opportunity and the chances of haVing to face unnecessary 
economic turbulence. 

The Summit of the Americas was a watershed in hemispheric relations. It placed the United 
States squarely in the center of the hemisphere's economic integr~tion and renewed our 
leadership position. Our economic fortunes, and our leadership in this hemisphere, however, 
will be determined iII 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 aecession 
to the NAFTA is a rtecessary strategic step in this endeavor. If we are not able to complete 
Chile's accession to the NAFTA expeditiously, others in the Hern,isphere will ask if we are 
able to lead the hemisphere's mtegration and market openfug. 

I 

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

• 	 undennine the V. S. ability to' Qpen vibrant new and grQw'ing markets iIi the 
hemisphere and significantly influence the critical initial stages Qf the FTAA process; 

••	cr-ipple Qur ability to' build mQre fairness ,and Qpenness intO' the hemisphere's trade 
regimes; 

• 	 weaken the hemispheric cQmmitment to' market based eCQnQmic PQlicies and Qpen ' 
eCQnQmies; and 

• 	 mQst impQrta.ntly hann Qur ability to increase the higher paying U.S. jQb base that' 
results frQm the expansiQn Qf U.S. trade and ,the stimulatiQn Qf investment. 

This is an issue Qn '\vhich the AdministratiQnand Congress shQuld CQme tQgether fQr the' 
natiQnal eCQnQmic interests. 

Let's cQnsider what is at stake frQm anecQnQmic standpQint fQr the United States: 

• 	 Latin America and the Caribbean is nQW the secQnd fastest grQwing regiQn in the 
wQrld; 

• 	 U. S. eXPQrts to' this regiQn explQded frQm nearly $31 billiQn in 1985 to' nearly $93 
billiQn in 1994, supPQrting Qver 600,000 new U.S. jQbs,; 

• 	 V.S. eXPQrts to' Latin America, including MexicO', increased 71 percent frQm 1990 to' 
1994; 

.' 	 U.S. eXPQrts to' Latin America and the CaribbeannQw apprQxirDate Qur exports to' the 
EurQpean UniQn (E.U.). If trends cQntinue, U.S. eXPQrts may reach $232 billiQn by 
2010, greater than Qur cQmbined eXPQrts to' the E.U. and Japan; 

• 	 Latin Americans spend an average Qf 40 cents Qf every dQllar spent Qn trade on U.S. 
gQQds. We supply Qver 70 percent Qf SQme Latin cO'Q.ntries'impQrts and Qften three 
tQJQur times as much as a cQuntry's next largest trading partner: and 

• 	 U.S. eXPQrts Qf capital gQQds, which aCCQunt fQr Qver half Qf U.S. eXPQrts to' Latin 
America and the Caribbean, in just the 1992 to' 1994 periQdincreased dramatically ~ 
FQr example: 

- electrical machiriery eXPQrts increased from $6.8 billiQn to' $9.7 billiQn, Qr 42 
percent; and 

- Qffice machines and cQmputer equipment increased frQm' $3.4 billiQn to' $5 billiQn, 
Qr 47 percent. 

We must alsO' bear in mind that the regiQn is nQt waiting fQrus. The WQrld recQgnizes the I 
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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 
potyntial to leave U.S. exporters, investors and service providers' at a relative disadvantage. 
The aiverage tariff in the region 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 competitors 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 commitment 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 NAFfA. It is important for the United' 
, States to forge a pattnership with the leader of economic reform in Latin America and its ' 

most dynamic economy over the last 10 y(ears. 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 gro~ 
has been 7.4 percent and has shown declining, single digit inflation. Chile is an economy that 
has thrived on increilsed trade and investment and on prudent growth-sustaining economic 
policies. 

,~ , 

Chile is not just a symbol of reform, 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.,tr:We area with the 

E. U. Chile was the first developing country to bind all its tariffs in the GAIT during the 

, Tokyo Round, was an active player in the Uruguay Round, and is a new member of APEC. 

,Chile's accession to the NAFfA 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 NAFfA in wp,at is viewed in the 
region as a near teml test of the U. S. commitment to trade and ecdnomic integration in the 
hemisphere. Ensuring that happens will encourage similar economic and trade policies 
through this hemisphere -- a goal we can all view as enormously beneficial to our economic . 
future. 

') . 

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. 

8 
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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's 

. level ef developmeilt. . 

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 Europe 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 I 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, it:l November. All APEC 
members are working constructively and pragmatically to prepare' this agenda, to derme 
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 futur~. 

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 Americans, 
create jobs and ~aise 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 peace,
1\ 

growing prosperity, and economic security.' I look forward to working with you to achieve 
that goal. Thank you very muth. 
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Thank you, Bill [Seddon Brown, Chairman of the EU Co~mittee], very much and 
thanks to' the [American] Chamber (of Commerce of Belgium] for organizing this 
event on fairly short notice. Two and half years--timeflies when you .arehaving 
fun! (Laughter.) Yes, Bill, I do not know about high gear, but I am going to drive 
very carefully in what I say here today, especially about autos. I think we would all 
be well served by that. I would like also to acknowledge that Heidi [Shulman] is 
with me. today; it is a delight to most people to travel with someone who is ydur 
best advisor allCi chief partner in life. I wou·ld like to also recognize 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 chronotogically--but certainly 
older as a friend, Stu Eizenstat. He does a marvellous job as our Ambassador
Stu is right her'e 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 h~s also done a magnificent job generally not only for trade but for international 
relations as woll. And Fran [Eizenstai] is here, both old friends. It Is always a 
delight to comi9 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 Harmiln; so we are well represented here from the Office of the United 
States Trade r~epresentative. 

I thought I would start today by describing what happened just an hour 'ago. I think 
you deserve tel have a report on our meetings with Commissioner Brittan and 
Commissioner Fischler. I was atthe Breydel building; I have mixed feelings going 
back there. time after time. '(Laughter.) There were days I did not leave the 
Breydel building in 1993, and as I 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 productivie. We exchanged views on automobiles, and our position~ on . 
bananas were exchanged as well. (Laughter.). We made real progress ina 
number of areas including procurement, and I welcomed the ,decision by the 
European Parlliament in lhatarea; 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 I see Hugo Paemen [European Commission 
Deputy Directm 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 th'9 area of investment and mutual recognition agreements in , 
enlargement and in leg hold traps. On financial services, we agreod to continue to 
work together towards having third cOI.-!ntries 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 I 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 speed"l to this group was at the opening of another hotel in this great city. 
I think it had not even opened yet; I had to wear a hard hat as I walked through. 
(Laughter.) SClme at that point were hoping something would fall on my head, as I 
recall. (Laughler.), But I think we have gotten by that. I would like to say that we 
had many challenges during that period of t,ime--the greatest of which, of course. to 
reengage the Uruguay Hound and.to finish it by December 15. I remember a 
conversation with President Clinton when we came into office and after I was swom 
in. He called and said, "I want you to finish the :Uruguay Hound by December 15." 
Of course, I WilS well.aware it had been going on for seven and a half years, as 

, many of you know. And I said. "December 15 of which year?u (Laughter.) He 
said, "This. year [1993]!" I said; "That is ten and a half months." He said. "I know 
you can do iL" Well. with the great help of Leofl 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 Agreemenl,·the largest free trade agreement. 
in the world. We were able to reinvigorate the Asia Pacific Economic Cooperation 
Forum in Seatlt1e during November. November was very interesting: we passed 
the NAFTA, reengaged the APEC, and then went right 0!1 and finished the Uruguay 
Round by December 15. You can imagine I 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 ~ 'Free Trade Agreement of 
the Americas, bringing together the 34 democracies of the Western hemisphere. In 
addition to that, we reached a procurement agreement and an IPR (intellectual 
property rights) agreement with China, one of which I am glad to see the European 
Union' has also been able to take advantage of. And besides that, we had 77 other 
agreements a~; well in the first 28 months in office. Clearly, President Clinton 
understands the necessity of trade and 'international economics and .how it relates 
to our future. ' 

However, we Gannot 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 andto make the world safe and to try to build a new world of 
prosperity and stability and strength and purp~se. 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 Bretton 
Woods'agreer'nents, we instituted the IMF and the World Bank, and of course the 

. \ 

General AgreBment on Tariffs and Trade. Clearly, the people who instituted 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 aro just as g'reat,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 theWest--has dissolved. We 
now have Russia and the CIS states; we have Central 'Europe; we see ~nly three 
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real comm'unist nations left in the entire world. But that :creates all kinds of new 

challenges and all kinds of difficulties. Clearly now, rather than putting asid~ our 

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

address those issues that have long faced us. 


What a~e we 'going to do and how are going to face them? First,of course, is to 
make sure we maintain a strong and prosperous economy at home for all of us: 
We have to address issues such as education and training, crime, debt, deficits, all 
the things we i311face mutually, the environment, structural problems with labor. 
We have had conferences between the EU and the Unit~d States on a number of 
these issues; we need to continue to do so. As we strengthen our economies at 
home~s .certainly we. are_ doing, we need to be engaged abroad. You cannot hide 
from the realitl' that we are globalized, we are interdependent, and we must in fact 
depend on eac;h 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, \II/here ·trade between nations and exports have increased 22%. I was 
just telling Bill, in the last three months in the United States,our exports have 
increased 18°/c,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 mani1'estation of the explosion in the world economy. We want to tak'e 
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 ~lnd growth. . . 

. . I.. . 

What are thellext steps? What do we need to do to make 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: on~ is how we deal with labor 
rights in the World Trade Organization. Since 1919 and the Treaty of Versailles, 
when we intersected labor and _rade, and in the 1947 Hfilvana Charter, every U.S. 
President since 1953. since Dwight Eisenhower, has supported intersecting labor 
and trade. Wfa need to have that discussion in the World Trade Organization. 
Nothing is more important than addressing"jssues such'as child labor, slave labor. 
prison labor, the right to bargain collectively. freedom of association, and working . 
conditions. TIlose are legitimate, they have pyrpose, they have meaning. and they 
are critical to CJur future. In addition to that. we have to finish our discussions on 
financial servic::es by June 30 and basic telecom next year. We also need to have 
more transparency in Geneva, in the Wand Trade Organization. For too long 
international o'rganizations. including the GATI, have been secretive_ We need to' 
let the public :;;ee 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 
cenainly not least, we need to make sure the dispute settlement undcrstanding-:' 
one of the mo,st critical parts of the Uruguay Round--works and works well. And 
thE) United Slates is committed to that and will continue to be. 

I • 
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In addition, thelre are other things that need to be 'addre~sed, 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 thems431vesor effective laws in place. We cannot have a ~ituation where 
discrimination clccurs in a market place, which locks our products out because of 
failure to enforc:e competition laws. It should be the next thing we take up in the 
WTO in addition to those other items I have just mentioned. 

Last, I would li~;e to mention.something that has been on my mind since I took this 
job: I think if 1 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 
problef!l you falceev~ry qay and one which is not hidden, but is not talked about in 
polite company. Well, no one ever accused me of being 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 paI11c1pate, it is nottair to the countries or the people who are subject. 
to those concerns, and it. inhibits trade around the globe. What we need is less 
government re~lulation, 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. I 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 pr'obiems competing because of it. Just since 1994 alone we have a 
hundred instanc::es of U.S. companies losing out in contracts because of bribery or 
corruption .. We must address tha~ 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 I thirlk all of you may have differing opinions about 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 develop~d countries in the world has a more 
closed market ill manufactured goods. Today Japan imports in proportion to gross 
product less mcmufadured 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 trUicks, ~.1 % from the European Union, 1.5% from the United States. 
In the United States of America 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 discriminatiorl 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 1993, 
President Clinton reached a framework agreement with the Japanese Prime 



5 


Minister which in(jicated 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 gE~t rid' of that quick,ly. 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 opon up this market. President Clinton has made it clear time and again that 
we are.going to open. the. Japanese market on an MFNbasis, for auto and auto 
parts one way or the other. One step we have taken, we nave given pre-filing 
notification to thl~ 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 361 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 a reI 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. Hero, we will exercise our trade law5-:-as we are 
allowed to do under the Uruguay Aound--andbring 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 a~ opfui'tradihgsysfem'snd'ca:hhoft,'xp'f,Uld in·the'~' 
most vital market in the world--namely, autos 'and aulo 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 mcmufaCturing>$Bctor'. in, the dealerships,ani;l 
in the suppliers. The auto industry represents '5% of a 7 trillion dOllar gross . 
product. The auto industry is the largest purchaser of steel, iron, aluminum, 
platinum. flat gla~;s, rubber. natural rubber, and almost the largest purchaser of 
semiconductors c,f any industry in the United States of America. The failure to be 
ablato be treated fairly, in the Japanese market, not to be discriminated against, to 
be able to ha,ve 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 nClt escape our attention that J~panese workers are the second 
highest paid workers in the world, yet their standard of living 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. t~ere would be lower 
prices and a raised standard of living; there would also be increased global growth. 
The rj~ht si~nals would be sent to the rest of Asia to open their markets as well. 
That is globalization and interdependence acting in lh~ way lhal they should. So I 
would call upon my Japanese friends with whom we have worked so well over 28 
months. We hClVEiI hod 14 agreements during that period in trade--the most over in 
American-Japanese relations. We cooperated on the Uruguay Round: we 
cooperated in API:C (Japan is the chair ur APEC this year); and we are working 
cloSQly with our Japanese friendz 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 1tho 

interest of Japan: it is in the interest of the rest 'of the world., ' 


There are many who have talked about our transatlantic, 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 g()ods, services, and investment is about 300 billion dollars, the 
second largest trading relationship on earth: only the U.S.-Canada relationship is 
bigge~ J.ogay. It is in poth of our in~erests that wee""pand our economic tios: it will 
promote stability; it will strengthen our ties, it will enhance our strong relatior:lship. 
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 theEU, the two largest economies in 
the world, need to show leadership. We have strengthef,led our strategic tie1s. 
When wo have lost the glue that held us together at one end in terms of the Cold 
War, we now m~ed to grow the connective tissue In trad~ at this end in order to' 
continue this rolationship, which 'has been so important to both sides. I 'have 
assigned Ambassador Lang--and Ambassador Eiienstat has agreed also to :work 
with us--to work with our European friends in this regard. There are four st~ps 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. Se~;ond, we should promote Jmmedlately,as I said before, progr.essive 
elimination of trade barriers between us; standards, investment, and financial 
services would be three places 10 start, and mutual recognition agreements as well, 
which we talked about this morning. Third. wo should look at how we can, \/\fith a 
building block approach, move further in the future. towards eliminating all trade 
barriers. Fourth, let me suggest that we ought 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 possible steps to the completaelimination of ~arriers, and· a 
transatlantic business dialogue which shourd 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 architects of the post-WWII 
world made a numberc:if 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--rnutual aSisured 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 engagemer'lt and 
cooperation over withdrawal and isolationism. Words cannot pay our debt of 
gratitude for the sacrifices of the heroes of the WWII gene'ration and those who 



._- -_.-.;

..... ;,. , 

7 

came after, who engaged to build a new and prosperous world starling with Bretton 
Woods. Only'our deeds, our hard-working, continued cooperation in shapirlg our 
world today wi!1 stand as an appropriate tribute. Thank you very much. 

',' 
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Brussels; May 22. 1995 


AMBASSADOR KANTOR: I have no opening statement.' I will be happy to answer 
your questions, 

0: TQm,'.Buerkle of .the ,Herald Tribune. Sir Leon [Brittan) criticized you very 

sharply last weel<. saying that whal you were doing on s(lnctions was effectively 

illega\. Has he maintained that stance this morning. or have we managed to 

[inaudibleJ of differences? Anct belatedly. how do you reconcile the sandions. 

which almost eVE~ryone outside' of the U.S, considers violates the WTO, 

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


, , 

AMBA.SSADOR KANTOR. 'Let me take the first question first. As important as the 
U,S U relation::::hip is in its own right--and it's critical, of course; it's the second 
largest trading rE~lationship in the world between any two rentities--it's more ~han 
that. It's also how we deal together with third parties. We coopemted !n leading 
the closing 01 the UrugLlay Round, the largest trade agreement in history. We also 
reached a procurement agreemen 'on April 15, 1994, whi~h is ,the largest 
procurement agreement in history. 

However, occasionally we have differences of approach, ,But I believe we share a , 
rundamen!al objective in bringing down barriers and establishing @. level plClying 
field. I think it's important when we differ in third party relations--'Cfs, (rankly. we will 
from timo to time--[that] we manago those differences in private, diplomatic 
channels; rathm than through public headlines. This is the way we've dealt wjth 
th!3 European Union in many other disputes, and trading :practices with other, 
countries. We certainly can expect the sarne from the European Union, This is 
how friends relale 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. I 
believe, in that spirit, we will be working togel1"!er on many important issues in the 
next number of weeks. ' 

Now, on your second question: first; of all, let me make iCc/ear that when the 
PrQ~idcnt authorized me to make an announcement in terms of uur approach 10 

Japan. it was after 20 months of negotiation: a framework agreement where Japan 
committed itself to significantly" increasing opportunities, pcces::>, and ::>ales of 
foreign compotitivQ parts and autos; reiterated that commitment on M(:lY 23, 1994; 
and after 20 rnonths and two cormnitrnents and 35 years 'of disc;:rirninalion in their' 
m<lrket with regard to foreign competitive parts <lnd <lutos: the President decided 10 

act. And he acted in two ways. One. we filed a pre-filing notificat,ion witt, ttle 
Director-Genera.! of the WTO, indicating we'd file a case,there in tiS d;)ys, which we 
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will, challenging those acts, practices, and policies of Japan, which are covered by. 
the Uruguay Round agreements in the context of the dispute settlement 
understanding. Thae's appropriate. 

However, there are acts, practices; and. policies carried out by Japan in the arfer
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 wcirld, 
to exercise our own laws, which we did. What we did was to invoke, not impose--l 
want to make a clear distinction--invoke sanctions, published in thp. f--eC'Jera/ ' 
Register, 100 percent tariff on thirteen luxury models of Japanese automobiles. 
However. the impOSition of those sanctions; if necessary, :will go into eff€lct on June 
28, an~..~~s not ~~one_ int~ effect as of now. Next questi~n. ' 

0: The Japanese gov~mment 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 first two or 
three days ... With wha1type of mind are you going to pa'ris? . 

AMBASSADOR .<ANTOR: I always enjoy going to Paris, even though I 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-GOP of the import of manufactured goods pf any developed country 
in the world, the lowest importation cifautos and auto par;ts of any developed 
country in the world-it's time tor Japan to react and to act,soon.;~Japan knows 
exactly what she needs to do in order to satisfy these legitimate c'oncerns: to make 
the rules fair. to level the playing field, to get rid of the O'.l.er-regulation. to open up 
their markets 10 U.S. and other foreign and competitive autos, and to make sure in 
the original equipment market there is true competition. All of those things <1re 
within the respon,sibility of the Japanese government, anc:~ we look fOrN<Jrd to. 
hearing from thein at their convenience. . 

0: Eli;z.abethWise, Associated Press. This afternoon you're going to meet 

Commission~r Qreja, the audio-visual Commissioner. Can you tell lJS wh;:Jt you 

have in mind as far as the discussion of television in Eur6pe? 


: . 
AMBASSADOR I-<ANTOR:'· Well, I never negotiate in public, but I c;:)n tell you that 
will come up, obviously. the Broadcast Directive in the ne·~ iteration; and I'll ask the 
Commissioner to give m.e just a briefing as to where that stands. which I would 
hope and trust that he will do. We'll discuss it, we'll discLJsS other follow-ups to lhe 
G-7 conference t.hat we had on telecommunications, as well as other' items' uri uur 
agenda. We had good meetings this morning, as I anno':Jriced in Ihere. with regard 
to many dirferent areas. They were helpful. We made progress. They were very, 
very positive. We covered about 15 issues this moming with Commissionp.( 8rittan 
and Commissioner Fischler. and I would expect this af1ernoon's meetings will be 
just as productive. . 

\ ". 
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0: Julie Wolf, (rom The Wall Street Journal. You said yOl;! made progress. Do 
you think it will be' possible to settle the compensation issue by the end-of-June .. 
deadline, Rnd alse) to settle the fina0cial services qu.cstion by the end or June? 

, 
AMBASSADOR KANTOR: Well, on campensation--you mean, enlargement, the 
enlargement issuE~--we made progn:;:ss. Whether or not we. settle by the end of 
June is not as critical as the fact that we made substantial. progress; and I think 
grer:lt work has been done on both sidcs, 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--those who take advantage of dpen markets without 
committing their own markets to be open 10 other countries 'as well. We'll continue 
to work'=on IhR! criticaF mass. We've had mee~ings lately with Korea--I .know 
Ambassa.dor Lan~1 has just met with Korea. We'll be meeting with Brazil, ASEAN • 
countries and others, in hopes that we can open tr1ese markets. We also hope:::! that 
Japan will multilateralize th~ very good agreement onfina0ci~1I services Japan and 
the United .States reached just a few months ago. That would be very he:::!lpful. 

0: On those twq is'sues you just mentioned,' I take it if there is not satisfactory 
agree.merit by the end of June,that the United 'States would seek to extend the six
month compens;:}tion or enlargement agreement. And what abold financial 
serVices? Would the United States want to continue those negotiations somehow 
beyond June 30? " 

AMBASSADOR KANTOR: June 30, 6r1fin~nc:i~I";.s~,~1tiC:E!.~"~.jsthe.dc:ac.Ujqe.As far' 
as the compensfltioh on enlargement isconc~rried,therca'ra a nu-mbcrbf ways to 
approach that issue, arid we'll be talking to our -European Union colleagues about· 
that. But I can say we made progress thismorning.JRis t:lot critical, of.9ourse, as 
long as we can continue tile interim Clgr~ement.· t'hatwe hdve a fl! . .lI agreement by 
June 30. . " 

. \. 
0: Jonathan Charles, SBC. Could I ask you, Amb;JssadorKantor--you said a few 
minutes ago, and obviously you didn't think you were breaching WTO rules on the 
Japan dispute--bl1t is there not a danger YO.\J could damage; tho WTO in its infancy 
by pursuing this policy of threate:::!ning? ' . 

AMBASSADOR KANTOR: Well, number one',. we're bringing a case to the WTO 
and using tile dispute settlement understanding' in those areas where thcre is a rule 
to cover the policy, practices or acts of Japan. That's strengthening the system 
it~elf. In those <:irE:!CiS where there is no Uruguay Round coverage, eV0ry country-
C)!! 123 who signed in Marrakesh, or ?ntities--have a right to exercise their own 
trade law!:>. Nothing could be clearer. And so we'" contihue to pursue thaI policy, 
We fTl<:ldo it clCZlr cluring seven-Clfld-a-half years or negotinli<)ns--eight-arH.J-c1.~h~1.lf 
years o/negotiatiOrls, 3 adrninjstr;)tions--President Reagan:. ,Presidcnt Bush, Clnd 
President Clinton·-that would be the policy of the United States. This president. 
President Clinton, reengaged the Uruguay Round, talked to lecld~r:::; clround the . 
world, committed himself to finishing it in ten-C)nd-a~hr:llf months, w;)s suc:r:p.ssful in 
doing so, has been ablo to lead the United States to 81 trade agrecments in27 

http:negotinli<)ns--eight-arH.J-c1.~h~1.lf
http:6r1fin~nc:i~I";.s~,~1tiC:E!.~"~.jsthe.dc:ac.Ujqe.As
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months. No one can doubt his commitment to open and expanded trade. And, so 
when we act in the way that we did, welre doing so, not to :create barriers, but to 
break them down. 

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 tmdeagreements 
with this Administra[ion, the most between Japan and the 'United States in history. 
WG cooperated on tho Uruguay Round. We're cooperating in the Asian-Pacific 
Economic Cooperation forum~ We cooperated on tho Framowork. It's time now td 
cooperate on autos and,auto parts--not just for the United Slates, but to open the 
Japanese ml;'Hket to foreigncompetittve autos and auto p~rts from all over ihe 
world. ; . 

.' 

0: Jay Branegan,from Time Magazine. Isn't the risk. though. if you succeed in 
opening up the Jc~panese market with this unilateral ,action that that will encourage 
the Congress arid other political forces in the States to seek more unilateral actions 
by the U.S. instead of relying on the WTO? ' 

AMBASSADOR KANTOR: The greatest mistake we could make is ¥"ow a situation 
that t:}lS rersistF.d tor 35 years, which has created great f~lIstration among the 
American people, to continue. The way to build credibility, for world trade, for the 
wro, 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:--isto enrorce your trade agreements 
and trade laws in a vigorous manner, ii-l order to build credibility for trade. That's 
what we haven't (jane in Hle past in our country. and what we need to do today. 
Let me say it again: what weare doing is trying to open markets, not close them. 
We have not said we'll close our market to your automobil~s and your parts. We 
want you to open your markets. That's what we are trying to acco_mplish. That is 
in the best interest of trade, it's in th.e best interests of the, American people, it's in 
the best interests of Japanese consumers, in the best inte,rests of global growth. 

0; In this issuo, do you see any role for the European Union in helping you solving 
this dispute, as a mediator or something likE? that? Have you discussed it with Sir 
Leon Brittan this morning? ' . 

AMBASSADOR KANTOR: II's not up to meto·.give advice to the European Unio'n, 
but I thought no one would ever ask (laughter). The EuropGlan Union (lnd the 
United Stales worked together to reach tho largest trade agreement i/l Ilistory. the 
Uruguay nound. The ,s'pirit of that is opcning m<lrke'ts and expan(Jing trade, 
breaking down barriers, setting up rules. levelling U)e playin9 field. R~rn~rTlber (his: 
the Uruguay ROlmd is a single undertaking. Whc:1t does th<lt mean? Eventually, 
p- veryon8 pl<IYS by the same rules. That's all we're asking Jnpan to do: pl<.=\y by the 
same rules. I wt'luld, 110pe, in that spirit, that the EuropGanUnion. who have' 
recogni:;rHd--Sir 1_I~on has saki ito-that the Japane5~ C<'H market and parts market is 
closed, would bE.! opened up. That's up to Japan. and I would'hope thCJt .jClP;:lI,) will 
respond to those entroatics on behC1lf 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 
[inaudiblel ViS-3~\lis Japan? 

AMBASSADOR ~<ANTOR: Would you be more specific? -I'm sorry. mayor may 
not be tollowing you, but I'm going to try to be careful here (laughter). I know tbat's 
unchC:!racteri~~tic, but I will be (laughter). 

0: ... most negotiations for a couple at years--not you, but the previous 

Administration--but do you have any mind 10 try to open up markets, 3pClrt from 

cars and car parts, do you think [inaudible]. 


: r 
AMBASSADOR ~(ANTOR: Of course, ,«c'd like Japan to operate on its own and to 
open j(~:9-wn mClrk8t~~- without the U.S. or anyone else ha.ving to bring any pressure 
upon JClpCln. Th~tt would be thc most productive way to pr()ceed. I would note just 
the othe-r day a 301 filing was made, tiling by a private corporation in the United 
States, Kodak, with regard to Japan. I have 4S days to make a decision whether I 

-. 	 will acccpt thilt tiling. And,of coursc, I'm not going to comment on that today. I 
would also note there is a very important discussion going on between JapCln and 
the Unitcd St<:ltes over civil air rules and rights. That's being carried on 
bythc U.S. Dcp<:lrtment of Transportation and our Department of State .. Those are 
t\No areas, I think, which we might pay some attention to. Obviously, to the extent 
the Japancs8 markGtis closed in certain areas, we would ,like to address it. But . 
we've made great progress--Iet me say it again--in glass, in telecommunications, in 
medical equipme!lt, in insurance, in financial services, in rice, in apples. There has 
been agreement ;:tfter agreement, 14 in 28 months, that we've been able to 
arr..·mge, 14 including the Framework. And ·so therefore we shOUldn't bc 
discouraged, frankly, as we look to the future. 

I <:1111 deerly grat!?ful to my Japanese colleagues for the kinds of agreement.s we 

have reached, because tbey're working, and they're working well. - I would not8, in 

February (or the first lime in American history, we had over S billion dollars in 

exports into the Japanese market. That's an all-time record, and it's continuing to 

increase. So therefore I think we should see--you know, I.tend to be a person, I 

see the glass half full, not half empty--we c~n make progress, as long a.s both 

countries are· willing to act in good taith. '

0: You mentioned th3tin Paris, no meetings ~ere planned with thc' Japanr-)se. 

Does this mean to S3Y that you <:lnticipatc any possibilities·thc:!(G of contacts that 

could lead tq a breakthrough or to advancement of the [in~1UdibleJ. 


- AMBASSAOOli KANTOH: .1 think the Japanese ministers know my phollG nlHnber 
(laughter). 

0: Could you be a little bit specific about IheareCi which has not.been covercd by . 
the Uruguay Rouncl? 

AMBASSADOR KANTOR: There are a number of acts, practices, and policios in 

the secondary market. is what yOll are talkill~ about--bec<:l~s€l thOll's where we . 
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broughl the 301 action--not covered, which involve the rebtionships.between--for 
instance, I'll give you one example: relCltions between the repair shops, the certified 
repair shops where you Clre inspected and YOll have to repair your cars there, 
under the JapanE~se law; and Japaneso dealerships--many of those, as you know, 
are not dealerships--ancJ Japanese manufacturers. That kind of relationship--and I 
won't characterize it--is not covered by the Uruguay Round, That would be one 
area. Another W(.luJd be, frankly, the whole critical parts or disassembly list. It's 
called botl1, and I have t.o be cCtreful; I'll call it both. There are seven differont 
systems on that list. That Ii:;! sholJlrl be deregulated. The Japanese negotiators on 
behalf of Japan--this is not a criticism; this is their position--refuscd to do that. 

,Those are two areas. I could go on .. There arc at least 10 different major areas in 
our discussion, not including lhe discussion of voluntary plans, 10 different [ones] 
we nev..e'rAeached agF€er:r:ient on. And so, therefore, we were not close [0 an 
agreement, unfortunately, e,ither in [inaudible] or over the last 20 months. 

, ' . 
0: ... You mentioned bribery and corruption as the one of the worst dangers to 

t;:lce, and you also said you want to enlarge the WTO competence in this field. 

Can you el<lbof<ltC? 


AMBASSADOR I'(ANTOR: I would like to. I think it'~:;a very important item. If you 
talk (0 business people, whether European or U.S: or Japanese or'others, they will 
tell you that the proliferation ot bribery and corruption-~especially in areas where 
there is over-regulation, lack of transparency, those <lr,e, tremendous govemrT;lent 
involvement in IhE~ economy--has a pernicious or negative' effect upon trade. That 
means certain companies wllo will.engago in those practices are advClntaged over 
those who won't. ' If you are <1 U.S" corporation and you have to live by the Foreign 
Corrupt Pr'<lctices Act, you arc put at a competitive disadv~ntage . 'But thn U.S. 
corporations aren't the only corporations who arc disadvantaged. There are many, 
many corporations around 'the globc, many, many "businesses or individlJaI 
business people who will not engage in those kinds of pra:ctices. iherefeJre, 10 the 
de~ree it is carried out--and it is, frankly, all too prevalent around the globe--it 
adversely affects trade. It's a trade barrier. I believe those kinds of internal 
concern are ripe for discussion at the WTO. 

0: [inaudibll?] of CC:ln<ldian Broadcasting.. 'f wonder, you said you rnad~ progress 
on the leghoja trap issue. What kind of progress, and do you share the european 
assessment that an intArirn agreement Ciln be, reached with,in the fl/:ut three 
months? 

AMBASSADOR KANTOR. Since we're in the middle of negotiations. Ict me; nol 

give you ;]ny specifics. because I think that would be unfortunate We did m;)kn 

progre:.;s. I bp.lir:v0 thc::lt there is an understanding of how we can pracer-d. 


, Whether we reach agrE!ernont or not is ;)nothcr question. Trhis discussion has been 
going on for qLJilp. ;1 while. The European Union has indic;)ted that if we don't 
reach agreement, Itley will implement ttwir policy on 1;-1/96,: if I i:lm flot mist~-l.ken: 
~'Hld we l1iWP. rnr1d~1 it quite clcar--Car)ada and tile United State::; ;)nd othp.(s--lhal
would not be acceptable. However, I will Sety today it was 'i;l promisin~ discu:;sion. 
There ,was flexibilil:y shown, and 1 think we made proSjress"

, I 

I 
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Q: Back on the bribery stuff. Discussion in 'the WTO··would you hope that 
perhaps an exploratory comrT'!ittee could be set up with an eye to adding this type 
of stutr tQ WTO rules? : 

AMBASSADOR KANTOR: I would think so.. There are a: number of things' that in 
. WTO. 3S you know, we have advocated. We have a trade and environment 
committee, already. ' We'd like a discussion on the nexus between trade and labor. 
We needmore t(ansparency. We'd like to see a discussion on bribery (lnd 
competition policy as well. The WTO is a very important :drganil~tion. It is going 
to be even more important in the future. We have great confidence in rhe 
leadership there. We will continue to work with them. And we would hope that 
these will ue lakem up ve,ry soon. I want to recognize Ambas:;ador Kobayashi . 

. ~:-.: ~ ., ~..:'" . ' , 

AMBASSADOR I-<OBAYASHI: Thank you, Ambassador Kantor. I would like to 
ask a few questiDns (laughter), Well, do you anticipate theerron8ous 
understanding that [inaudible] after your explanation on the ctosednes):; of the 
Japanese markets (inaudible]. So I will ask three questions. First, do you think the 

. I , 

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 secondly. we 
Ilave,.the European cars rnClrket .share in Japan, as of this year, with probably S 
point sometl-dng. or nearly 6 percent, of the JClpanese m<3rkeL And the European 
car.s~ share in th£, U.S. market isa little more than 3 point;something.So, ~o you 
think that in that case, we CCln conclude that the U.S. market for EuropeCln cars is 

I more close Ulan tile Japan~se market? The third question is ... 

AMBASSADOR I{ANTOR: Why don't we tClke one at Cl tirme, bec<luse I'm older. 
'th<ln you, and I'll never remember the questions as you go'on. Your first question 
was what, now? Let's start with question one. Oealershipsystern: 

AMBASSADOR r~08AYASHI: The dealership system, 

AMBASSADOR !<ANTOR: The dec:ilership system. Wenl~t me just t<llk about the 
dealorship systeril .. First of all, most Japanese dealers are either owned by or 
fin<lnc;:ed by the m<ll1uracturors. Until 1991 .they were forbidden--forbiddon. by 
contract--from carrying any foroign cars. Since 199,1, intimidation has t<lkon 'place, 
which just k8pt--fll<ly I finish, please? You as!<ed a question, and I appreciate it. I 
;)ppreciate it very much: let me answer it--have ·be~n kept out of those de<llerships, 
even though. in the last five yoars U.S. manufClcturers have invested 11'/ billion 

. dollars in plant, equipment, training. research ;)nd develop,ment, have dQve\oped 
101 product;:; fOF the Japanesernr.lrket. 60 right hand driv~, 51 with erHJine::: of ?OOO 
ccs or les:.. 10 riSlht hand drivn models in the GO products.' nnd 1 G lT1adE'!ls in nil. 
Now ti'lCl['S nurnbcr one~ 

Now, number two., In the U.S., foreign competitive C;)r5 l"iavG 33 percent of the 
market'. In JapaCl, that fi<Jure i!:', 4.6 percent by numbers or 8utufTlotJile:-:;, nut by 
v;llur:. S ..'!O, you'r8 trying to eonfusA our friends, here, Now, by v<JI~Je. if you tclk~ 
BMW's and Mercedes and Jt1guilrs--which I C41n't affor-d, now that I'm in public lifo 
(laughter), that raises your percenta.ge. !Jut, it you are right about the number of 

, I' 
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cars sold. if you take 6 percent times 3-- 6.5 million--the Europeans wO.uld have 
sold·400,000 in .Japan last year. Not aven dose. So you're wrong Clboul that. 100. 
With all due respect--and I respect you very. very much. we're friends t"lnd allics-~ 
but you've got 10 get your numbers correct. Now. the third question. 

,: 

AMBASSADOR KOBAYASHI: The third question ... r 

AMBASSADOR KANTOR: My numbers .. in fact, are very precis~. 

I' 

AMBASSADOR KOBAYASHI: Ours, too (laughter). , I 

AMBASSADOR KANTOR: Do you know how many cars Americans sold in your 
marke[:-last year? .~~~ :' 

AMBASSADOR KOBAYASHI: Well. two-thirds of 270.000, 

AMBASSADOR KANTOR: That's 180,000 on 6.5 million.: and I don't have a 
. calculator, but that's not 6 percent. In fact, it's what I said it was, it's about 3. 
percent. 'Just what I said,3.1 percent. If you take a calcylator, I think you'll find 
that':?-,just aboutexactry correct. Anyway, go ahead with y,aur third question. In 
fact:'l think it was 186,000, but that's... . 

AMBASSADOR KOBAYASHI: The third question is that foreign cars' market share. 
in Japan is 8.4 percent, that I have told you, while in France and Italy,ror example, 
S .percent. if you exclude intra-EU trade. So, what do you 'think about this 
situation? . . . 

AMBASSADOR KANTOR: Well,.tirst of all, it's riot as to numbers of cars it's 4.6 
percent. I tan te~1I you that. Just take 6.5 million cars and, trucks, divid~ it into 
380,000, and I think you'll get 4;6 percent,' or 320,000..My nurribefsare correct. I 
got these from, in fact, the Japan Auto.mobile Manufacturers' Associt"ltion, 50· I know 
they're correct. Number two, I think there's no European country who has less 
foreign car imports than--what, 16 or 18 percent, someon*3 can help me ... 

AMBASSADORI-<OBAYASHI: As a whole~ the EUas a whole.. ; 

AMBASSADOR KANTOR:" Well, they're sepafate coun!rie~. I'm not ::iure we're 
going to start counting, you want to start counting Mexico' and Canada as part of 
the" Uniled State!) .. , . . . 

i' 

AMBASSADOR KOBAYASHI: NAFTA trade should be exCluded. in my scnSE). 
because you have a special free trade area agreement with Canada. ;:Jnd ... 

I 

AMaASSADOR ~-<ANTOR: So maybe we ought to take t~e Hondas meld!;:! in the 
United States. the 47,000 that were shipped to Japan, and take tho$c out of the 
numbers. Should we do that as well? 

AMBASSADOR KOBAYASHl: .. .from the United States. 
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AMBASSADOR I<ANTOR: Well, if--rlght. 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 f<lct i!;, we ;:]11 know: 
in 1953, the U.S. had 57 percent of the Japanese car market. Now, we agreed, 
with Japan, close the market to foreign competitive products. Why? We wanted 
Japan to build its economy, to becqme strong, to be a bulwark in Asia. to be a 
friend and ally and be strong. That was in both countries'; interest. By ~ 960, there 
was zero foreign cars, as you know, imported into Japan. It's now upto 4.6 
percent. At this rate, we'll get back to 57 percent in 462 years (laughter). Neither 
you nor I are going to be around then to watch that happ~n. 

What we need to do is to work together. I resped you greatly. J;:]pall is a. great 
ally anGrMend. \/tIe nave'2m 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 econorf,ies, SliPPOrt global. 
growth, make sun; we have open markets and expanded t~ade. raise standards of . 
living--that's how you make trade agreements. So we're willing to work with you at 
any time, as you know,as we have and will continue to--but we need to solve this. 
problem., I appreciate your questions.. They were very gopd ones, and I thrmk you 
tor ;1.... . . 

! . 

.. 
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INTRODUCTION 

• 	 This spring we have commemorated the end of World War II in numerous ceremonies. 
It is an opportunity to reflect onth~ tremendous sacrifices of those who fought:..- and 
on the incredible miracles that have occurred since the end of the war. Europe has 
rebuilt. 'llieCold War has ended. Those who were our friends, remain so. Those who 
were our f:nemies, are now our friends. 

• 	 With the end of the Cold War, it sometimes seems like e,,:,ery pundit, 00: 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 
communisim, we are less restrained in our attention to areas of disagreement. . 

• 	 But it's important to keep a sense of perspective. Thefoundatio'n of cooperation and 

common enterprise in U.S.-E.U., relations is alive and ~elL 


-. 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 
if we have differences of opinion on many issues. 

I , 

, • 	 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 strong and prosperous at home, by remaining engaged abroad. 

• 	 All of us fa~ the same challenges of improving education, fighting crime, investing in 
the future, and ~ising standards of living for our people~ Every nation's economic 
strength be:gins at home. 

• 	 All of us know that lowering barriers to trade and investment is critical to creating high 
wage jobs and fostering global growth. 

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



, . 

• 	 We will b<~gin 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. 
Cooperaticm 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 history, and the procureqlent agreement, the largest in 
history. ' 

• 	 President Clinton has fought hard to expand trade in allicomers of the globe..Piesident 
Clinton and his admiIrlstration 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 Bog9r 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 bua:teral trade 
agreement:.!i\, including textile agreements. 

• 	 All of thes«~ efforts complement each other. They do not benefit the United States at the 
expense of other nations.·They strengthen the global trade system to the benefit of all 
people. Regional and multilateral trade iiberalizationhave 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 Illllstnot raise 
barriers to non-participants and they must not exclude arly economic sector. 

. 	 . '. . 

• 	 President Clinton believes that expanding economic ties willbenefita:n pajple. This 
record will lead to an explosion of global trade that will foster global growth and 
prosperity nnd create jobs and economic opportunities around the world. 

~E POLICY: A NEW PHASE 

• 	 Now, trade,policy is entering 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 coo~ration will be critical as we 
move 41to 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 the Uruguay Round in 
fmancial services and basic telecommunications. 

• 	 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 fllm producers from the 
demand of their public, are not the way to develop a h~althy domestic fllm industry. 

• 	 We must tllso work hard and begin to seriously address ~e issues that comprise the 

future multilateral 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 
._4 

increasiqg 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'sa(;tions -- or inactions -- regarding anticompetitive business practices;, lack of 
transparency; environmental protection; adherence to internationally recognized labor 
standards; and corrupt practices such as bribery. 

• 	 With regatds to corruption, I believe we must do much more work in this area. The 

OECD ha~; 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 almOsi 100 cases of foreign firms using bribery to 
undercut U.S. flIlllS' effoIt$ 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 limitbribery with negotiations 
focusing Oil, 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 gov~rnment procUrement, primarily in countries that are not members of any . 
international' agreement on government procurement, su~h as the new WTO 
Governmelu Procurement Code. 

• 	 The Unitedl 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 1lfutu.re 

• 	 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 United States. By working 
together. ,ve will prosper together. 

Japan 

• 	 First, an area that concerns both Europe and the United States is the closed nari.tre 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 ~ound the ,globe. Occasionally, we have differences 
in approach, but I believe we shafe a fundamental objective in bringing down barriers 
and establishing 'a level playing field. ' ' 

But it.is important that where we differ on third party relationShips -- as we will from • 
time to time -- we manage those differences .in private diplomatic channels rather than 
through public headlines. This is th~ ,way w~}1.~with<liffe.~~JJ.~s" w~~vewi~EU 
trading practices with other countries:< We ''YidilI(I''.(the ~~freainiel1t from the 
EU. This is how friends should relate to each other. 

• 	 Where we agree -- as' we most often do -- we neec:t to wotktogemer, 
shoulder-to-shoulder in making it clear to subtle protectionists that our publics are no 
longer toler;mt of free riders. ' I 

• 	 The United States has fought hard to open Japan;s markets'. We feel it is i.tl our interest 
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 interest of Europe. We share common CQ.ricerns and problems in 
entering the Japanese market and competing on a level playing field there .. ' 

• 	 Europe com)lained about many of the same practices when it filed its own GAIT case 
in 1982.' , 

• 	 Imports of c,rrs 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 
omy 4 percellt 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 Japan. 

• 	 Imports of replacement auto parts represent 21.8 percent of the market in Europe, 17.5 
percent in the United States and 2.6 percent in Japan .. 

I . 

• 	 These discrepancies must be addressed .. 

Transatlantic Initiative 

• 	 As I sa,id earlier, the U.S.-European economic relations~p 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, ()f course, rilanyvisible and invisible barriers 'to trade between us. Just as . 
Europe fOUlld when they formed a single market, elimination of those barriers will ' 
foster groWlth and promote closer cooperation. 

• 	 This initiative can grow from our already deep ties. The puropean Union is by far our 
largest trade and investnient 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 .inEurope. 

• 	 . The EU has a very compatible economy with outs,with~irililar wage s~ctures and 
equivalent environmental regulations . 

• 	 Our stake 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 tO,ask the question cjf what is our ultimate goal, pur 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,~tudy can help the E.D. 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 reCiprocal free trade agreement 
consistent with our international obligations. ' 

• 	 Even as we each begin to develop our vision of the future, we can continue to. the b~ild 
our economic: relationship in such areas as investment, regulatory cooperation and rules. 
of competition in third country markets: ' 

I believe that the following four point plan is appropriate at this time: 
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1) 	 undertaking U.S ....EU cooperation to lead the world toward greater multilateral 
trade liberalization; :: 

2) 	 initiating a bilateral "building blocks," approach, under which the United States 
and the EU'would identify concrete trade liberal~tion measures they can take 
in the short and medium term; 

3) 	 conducting studies, on both sides of the Atlantic, of ,remaining bilaterallrade 
barriers and the options for eliminating them; and ,', ' 

4) 	 encouraging private sector advice on this initiative, including through the 
TransAtlantic Business Dialogue that Secretary Brown and the European 
Commission have lawiched. 

• 	 I do not bellieve 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. BOlth the U. S. and EU need to reflect on these issues, and to initiate a dialogue 
as our resp;x:tive~g advances. I have asked Amba,ssador Jeffrey Lang to serve as 
our chief initerlocutor with the EU Commission as we move .forward with our 

, respective studies. 

CONCLUSION 

, , 	 I 

• 	 When World War II ended, the old world was,shattered. The architects of the 
post-World War II world made a number of choices-very smart choices -- which 
frame our r,elations to this day . Chief among these was ~e 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 choiCe. And our 
answer must be the same: we must choose engagement and cooperation over! 
withdrawal:.and isolationism. 

c.... 

• 	 Words cannot pay our debt of gratitude for ,the sacrifice(the heroes of the WorldWar ' 
II generatioll. Only our deeds -- our hard work and cont4tued cooperation in shaping 
our world t<Kiay -- will stand as appropriate tribute. 
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STATEMENT BY AMBASSADOR MICKEY KANTOR 

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 crt~ate 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 impo~l~~9t:progress toward 
meeting thc)se challenges. This will be neither the firsf'ncir the last time we 
will be callt~d upon to assume this responsibility., The greatest risk 'of all is 
when we tum our backs and hide behind our fears~. ' 

The agreeDlent we reached just two hours ago is good for America. It is 
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 industries, 
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 renewaL Through sharing responsibility, as our two 
nations have done today, even greater ties are pUilt. 

The United States and Japan together assumed such responsibility in working 



together successfully to help complete the UrugUay Round and to strengthen 
the Asia Pacific Economic Cooperation Foru~ (APEC). 

In mid-1993, President Clinton sought to lay the foundation for a new, more 
balanced and cooperative economic relationship with Japan through the 
"United States-Japan Framework for a New E'cpnomic Partnership". In the 
auto and auto parts sector, Japan committed in the Framework to: 

the objective of achieving significantly 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 objectives in a statement on 
May 23rd last year. 

In the past twenty eight months, the United States and Japan have reached 
15 trade agreements'in important sectors ranging from medical technology 
and telecommunications to construction arid apples. We have negotiated 
strong and. fair agreements, we have made progress, and we are seeing 
markets be:ginrung to open. ' 

In seeking today's agreement,' we have enjoyed !he support of an 
overwhelming majority of the American peopJe, 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 [JISt met on Monday evening here in Geneva, I presented 
him with a. 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 seve~al days I can assure you that 
he represents all of these qualities and more. 

2 
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Today, the United states and Japan reached an historic agreement 
which will result in significantly increased JIl8rket access for 
autos and auto parts, and structural change in the Japanese
automotive sector. . 

This is the 16th trade agreement the Clinton Administration has 
completed with Japan in the past 28 montb~ -- an unprecedented 
rate of success. These agreements have opened major trade 
sectors including telecommunications, construction, agriculture, 
glass and medical technology. 

The missinl; 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 defic:it. Autos and auto parts support 2.5 million u. s. 
jobs in sec:tors ranging from service and sales to steel to 
semiconduc1:ors. 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 ~993, the Administration 
has emphasi.zed three overriding goals for openinq the auto and 
auto parts sector. Today's agreement meets our goals in each 
area: 

~-- ~,.' ,~:><-:~,:~-;:~.~~A.;~·r~t~>,y :!~"."'~~:-.; -~·_~_:::X~({:~"~~~·~l:....~::·, rf~:. ",' ... :.
• Deregu1ation of the aep1ac_eat Pazta Karke't. til Japan: A 
thicket: of bureaucratic requlations have blocked competitive 
u. s. auto parts from Japan' s,m'l.lj:i,....billio:t:lmarket for 
replacement parts. Today/sagr'S~ent clearS away layers of 
needless requlations, introducing new ,competition and ' 
openinlg a market. previously reserved for Japanese suppliers. 

• Acaess to Daa1erahipsz Today's agreement will give u.s. 
autoc':)mpanies increased. access to Jap~ese dealership, 
networks. u.s. auto companies will be able to sell through 
more dealerships in Japan. Japanese consumers will have the 
option to buy our reasonably priced, high quality cars. We 
expect u.s. auto companies to open an,additional 200 outlets 
by 1996 and 100Q new outlets by 2000, .to support the U.S. 
industry'S objective of exportinq 300,000 vehicles by the 
year ~OOO. . _. '. ". _. 

• IAcrlbas84 Purcbasa. of original Bquipaent P.rts s In 
Japanese companies, the original equipment auto parts market 
.is dominated by "Keiretsu" -- unique, interlocking
relationships between manufacturers, suppliers, distributors 
and fil'lLancial institutions. The XeirEi!tsu act unfairly to 

.block foreign access to the market. 
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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 automotive 
sector, failure to enforce fair competition laws has given 
Japanese ~anufacturers monopoly power --keeping out foreiqn
competition and restrictinqconsumer choice. Japan today aqreed 
to strengthen its key enforcement agency ~- the Japan Fair Trade 
Commission --directing it to enforce·fully its fair competition
laws. . 

Deregulation of the Repair Parts Aftermarket 

The Japanese market for replacement auto parts is restricted by a 
complex system of regulations which channel the bulk of the 
repair vOl'k -- that associated with the regularly scheduled 
"shaken" i.nspections 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 fever choices,. 

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 foreiqn parts., SpeCifically, the 
agreement addresses the following issues: . 

critical parts: Japan's regulations steer any repair to 
"critical l?arts" to certified garages because those are the only 
garages that are authorized to conduct the periodic inspections 
required by Japanese law. 

The Government of Japan (GOJ) will engage in a one-year 
review of 1:he critical parts list ~ith the goal of deregulating 
any parts that are not central to health and safety concerns. 

As an "-:i:mpo:t:.t:ant-fi-rst:--st:ep";-t:he-GOO-4ae-ag2:'eed-to-initially 
deregulate the following items on the critical parts list: 
struts, shocks, power steering, and trailer hitches. 

Tbe GOJ·also has aqreed to a petition:proceQure UDder whiCh 
MOT will respond within 30 days to requests that a critical part 
be removed from the list. 

The GOJ will issue regulations within about one year to 
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establish a "specialized certified garage'" system -- garages' that 
specialize in the repair of any combination of vehicle systems on 
t.he 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 inspection. 

, 
Accessori•• : In .Japan, when a car is mod'ified s'o t:hat its 
dimensions change by even 1 em, the Minist.ry of Transport 
requires that. the car be reinspected. For example, adding an' 
additional side mirror could require reinspection. This 
effectively prohIbits Japanese consumers 'from purchasing 
accessories. 

The Government of Japan will no longer require MOT 
inspection for modifications attached to autos by any means other 
than welding and, riveting. ' 

i . 

standard. for desiguate4 aD4 certified garages: Among the 
obstacles, ,to competition among garages are the burdensome 
requirements and, therefore, the costs associated with 
establishing designated and certified garages. currently,
designated garages are required to have 5 JIlechanics, three of 
which must be governDlent approved. CertifIed garages are 
required tl::l have J JIlechanics, 2 of which must be government 
approved. In addition, there are minimum floor space and t.ool 
requirements that discourage new garages from being started and 
which dIscI::aurage certified garages from seeking licenses as a 
designated garage (which would permit them to break 'into the 
repair market. associt.ed with the periodic;inspections). 

The ~)J will reduce the number of government approved 
mechanics for designated garages from 3 to,2&nd for certified 
qaraqes frc)m 2 to 1. 

The GOJ wIll permit certified garages with 5 mechanics to 
conduct. the! periodic inspections as "special designated qaraqes". 
Initially 1~e 7,000-8,000 certified garages that have 5 or more 
mechanics will be eligible for liceD$es which will permit them to 
break into the desginat.ed garage market. ,Ultimately, all 63.000 
garages cOllld be eligible to inject a degree of competition into 
this market -- where low-cost U.s. parts are likely to do well. 

pealershipfl 

Today, 80t--:-af-U":"S-;-.auto-deders-sel-l-cars-'-manur&cturecl- by more 
than one a\:ltomakers, including imported cars. However, only 7% 
of Japanese dealers offer foreign cars. The ability to sell 
through an existing dealership network, rather than establishinq 
all new dealers from scratch, has been critical to the ability of 
foreign all,tocompanies, 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 w~th . 
establIshing 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 manufacturefs, 

MITI will send a letter to all Japanese auto dealers 
affirming their freedom.to carry foreiqn vehicles and indicating 
that presl;ure not to do so by the Japanese auto manufacturers may 
raise .conc:erns under the Anti-Monopoly Law. 

The (;oJ and each major Japanese auto
i 
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 C;OJ will conduct a survey to determine how many and 
which Japclnese dealers are interested in ,selling foreign vehicles 
and will \lSe the results of that survey to facilitate joint
dealershi(:)s. . 

The tr.s. manufacturers have as,theirqoal the establishment 
of 200 suc:':h outlets in Japan by the end of 1996 and 1000 new 
outlets b~' the year 2000. 

originol Egyipment/Parts Purchasing PlanS 
: I 

Despite th.e world class competitiveness and price advantaqes of 
U~S. auto parts, Japanese auto manufacturers are not responding 
to market forces because of tbe closed "keiretsu" purchasinq 
relationships, both in the Japan and the Unit~,,;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, Pu:rC:h~.s:in_9,:,'plans in 
1990, 1992 and 1994. , ...-' .. .. 

The five major Japanese auto manu,facturers are releasinq 
business plans which would lead to increased production of autos, 
increased purchase of parts, and increased production of parts in 
the U.S. 

The f:Lve major Japanese auto companies will increase their 
production of autos in the u.s. from 2.1 million to 2.65 million 
units by 1!J98. 

As a -l:oesul-t~f--these-plans,---we-f-orecast-that~he-purchase of 
parts in the u.s. will increase by $6.75 ~illion 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. 

The fi.ve major Japanese auto c01Qpanies plan to purchase $6 
billion in foreign parts by 1998 to be used in the production of 

i I 
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autos in Japan. 

"competition Policy and Enfp;;ment 

with the reduction in formal trade barriers, many of the 
obstacles to market access in Japan reflect barriers to free and 
open competition. A strone) competition policy and the full and 
effective enforcement of anti-monopoly laws is key to addressinq
private anticompetitive behavior that excludes foreie)n products. 

The GOJ 8e)reed to increase Support for the Japan Free Trade 
CODllllissioll and to take into account a nUlllber of U. S • Government 
suggestions regarding the more effective enrorcement of Japanls
anti-Dlonol,oly law. 

Monitg~ingand Enfo~sement 

This agreement incl.udes objective criteria which will be llsed to 
monitor proqress over the life of the agreement, supported by a 
neW, effective monitoring system jointly developed by the u.s. 
industry \i'orking closely with the U.S. Government. 
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Remarks of Ambassador Kantor for Radio Network 
June .5, 1995 

Q: "Would you like to say .something about the Trans-Atlantic 
Free Trade market that Secretary FishIer was talking about last 
week? II 

K: "Well, number one, he didn't use those terms. It's the 
Trans-Atlantic Initiative. I have a speech a week before on 
exactly the same subject. It has foUr parts to it." 

I'[Microphone Check] 

K: "I don't have an opening 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 discrimination 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, thE!se talks scheduled to open tentatively, 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 prospect~; are. We re?lch agreement with the Japanese in July 
'93 to open-up the auto and auto parts marketjas a priority 
basket or sector 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 frustr.ation on the 
part of the U.S. workers and U.S. business that the Japanese 
market has remained ne~rly 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 arati6 
of 100: 1, ,which is only subject to explanation due to the fact 
that the mar](et 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 Japanepe have built-up 
their export markets, and frankly hurt our industry quite badly 
over the last number of years. II 

Q: "What role do you expect Prime Minister Muriyama and 
President Clinton to have when they meet at G-7?" 

K: "I think both have made it clear that the auto and auto parts 
talks, which will go on both before and after

I 
Halifax, will not 

play any major role what-so-ever at Halifax';i Halifax is.a G-7 
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meeting, and bilateral disputes should not take high-visibility 
or high-priority role in such a meeting. II 
Q: "But they will want to discuss it, -won't they?" 

K: "Well, we"ll see." 

Q: "Have you changed your position at all, o~. do we have to have 
a voluntary agreement which they will have to import 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 quite 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 also 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 everyo'ne. 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; arid 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 give the Europeans a seat at the table 
(illegible) . . . ? II ' 

K: "Well the Europeans have a quite interesting position. 
Number one, t,hey have an agreement with Japan through 1999 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 iUlpact the Japanese market, but there quite willing to 
manage trade and to control their own market. We believe they 
have a view elf' trade which is opposite which; is good for the 
entire world, that is, 'close your market, not insist the others 
open their 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 g:r:owth." ' 

Q: "The Europeans say that unilateral sancti~ns ~iolate the WTO 
rules." 

K: "Well, the Europeans, as I said, they have unilaterai 
, 



.~\ ,(;) , 

, I 

restrictions on Japanese automobile imports into their market. 
They didn't irtsist that the Japanese give the.~ame b~nefit 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 transplant operations, none of which we have done. Our 
European friends ought to join 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. Kantor, besides the luxury tax on some Japanese 
automobiles, what other sanctions were we studying?" 

K: "We studiE~d other areas, but we believe these are the best 
way to proceed at this point. Frankly, all 13 models that are 

1subject 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 ~ery 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. In 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 par:ts market. The 
Japanese in 1954, becaus~ they had a $260 mil~ion trade deficit 
decided that 'they were going to close their market. I might 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 def:t6it with 
Japan and 26% of our total trade deficit with· the world. 
Japanese closed their m~rket, and by 1960 we literally had no 
exports into Japan. The Secretary ofCommerc~ ,in ..;t967",.Alexander 
Trobridge, said that this was unacceptable and had t-6ct1ange, 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 determine:d, 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 trying to open-up the 
Japanese market." 

Q: "Even if Japan were to open-up its markets, could you 
guarantee that the Japanese people would buy ,these American 
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 proble~ 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 in their court, it's time for Japan to react in a 
fair and reasonable manner and to level-the-playing-field." 



Q: "Despite your research into the American dealers that handle 
the 13 model t.hat would be effected later in the month , do you' 
feel under any political pressure that -they have picked something 
of a cross?" 

K.: "No! II 

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.s. or in other foreign cars. Those two and a half 
million people, and the businesses they work tor, represent 5% of 
the u.S. economy. Last year, the 'Big Three' alone 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 thcln any other industry in America t ' Therefore, the 
ripple effect is huge. The only pressure I feel is to open-up 
the Japanese market." 

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?" I 

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 sepatate and wilL separate the 
concerns of a political and strategic issues ~rom 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. In so therefore, this dispute will have 
no effect upon those relationships. However, this dispute will 
have an effect upon our overall relationship lin terms of 
economics, and in terms of trying, finally, to operate on a fair 
and equal basis." I 

Q: Can I ask you again about sanctions and their legalityII 

under the WTO ... 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. Wquldn't that put you 
in a very difficult position? You'd have to:walk away from the 
WTO, saying, 'We won't follow your dictates,~ '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.1I 

K: "It's fas;cinating, and I know you asked the question for 
effect only. You ignored the u.s. case against Japan, 
conveniently. Our case against Japan is a very strong one; i.t 
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 Ebropeans brought 
against us, and we won them. No one knows how these panels will 
operate. They're quazi-judicial in nature. T~ey invol~e three 
experts from other countries, chosen jointly b~tween Japan and 
the United states. It will take from 11 to lS'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 6rganization, but 
we'll expedt Japan to live by the decision made in the case we 
bring as well. Frankly, the fact is that there are four . 
different thihgs that could happen if you hap~~n to win or lose a 
case at the WTO. If Japan loses her case with the United states, 
they have four options. One is of course is to withdraw the 
offending praciices in this case. Second would be to pay 
compensation. Third would be to allow the U.S~ to take trade 
action and fourth would b~ 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 eritities, we're not going t6. 
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-~ay street;' we've 
had open-trad~ 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-ot-living in 
either country. I might note that the Japanese consumers and 
Japanese people are the second-highest paid workers in the world, 
yet their standard-of-living is lower than mo~t developed 
countri~s. The reasons is that they pay very: high~rices. 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 L.atin American countries have implemented, in other 
words, 'open your markets, attract foreign irivestment and let it 
in, lower your taxes, privatize your industries, stop the 
subsidies from government to industry,' you'd find that your 
economy will qrow, 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 how negotiations are coming 
with Chile regarding the situation with their accession to the 
NAFTA?" 

K: "We're meeting on Wednesday in Toronto, in our first 
ministerial ml:eting 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 hav~ done a good job 
in six differ':nt 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, bu~ I expect ~hese negotiations 
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will go on for awhile." 

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

K: "I 6ave no idea. I'm not a prognosticator, nor am I good at 
predictions. ,All I know is that the U.s. 
are going to pursue that., The rest is up 

position is clea~. 
to the Japanese. 1I 

We 

Q: 1100 you see any flexibility in the Japane~e proceedings?1I 

K: "You'll have to ask them.1I 

Q: IIAmbassador, do you see any?1I 

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

Q: IIThere is the issue that a lot of this di~pute 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 consumers of' automobiles. How 
do you address that issue?1I 

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 ca:r;:,s, where we 
have asked for voluntary agreement, the failure to enforce anti
trust laws or anti7 monopoly acts in Japan, has lead to 'a 
situation where Japanese manufactures, suppli,ers, 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 resptinsibility to enforce 
that act, we would have the situation we have today.1I 

Q: IIIn 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 bea 
part of the Japan culture, as the Japanese have done (cough -
illegible) in the United states.' How do you respond to that, 
Ambassador?" 

K: "It's an excuse. It is just used to prot~ct 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 competitive 
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 auto~akers have access to a list of tegistrants and 
other don't it~ glves you somewhat of an advan~age, as you can 
imagine. Number three, today U.S. auto industry has 101 
products, 101 products available in Japan: 16modelsi 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, the'y are excuses to do 
nothing. AftE~r 35 years, you would think that the Japanese auto 
industry, which is selling thei~ luxury and other cars for les~ 
in our market than they are selling them in Japan, which is a 
stunning fact, because you can imagine how only common sense 
would lead you t6 the conclusion: 'you can't sell a car for less 
in a Iforeign market than you sell it in your ~wn mar~et, unless 
you're dumpin9 those cars on that market.' They are trying to 
preserve their market share without opening their whole market, 
because if they open their whole market, therefore allo~ 
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 fru~:txat:ion is at 
this moment.· The Japanese are great friends andarlie'si we have 
cooperated in many, many different areas. We. have worked 
together on the Uruguay Round; we worked together on th~ Asian
Pacific Econolnic Cooperation Forum; we have had 14,'_trade 
agreements with them since we carne into office, . the 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 problem 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 efLect your actions 
with regards to the Japanese?" 

K: "No. We have ~een 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 
quarter 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:periodto the next~ 



year-to-year. And so, this program by the President· is working i 
it's growing jobs~ Export jobs tend to pay 17% an the average 
than other jobs in our economy. It fits right "into the 
~resident's program both domestically and in f9reign economics to 
raise our standard of living here ,in this country, and it's 
working. Ther'efore, we have not changed oUr position one iota. 
We continue te) operate in the same way in traqe 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 particular 
dispute with Japan before you make a decision on whether to go to 
the President's re-election campaign?" 

K: "First of all, I'm in no discussions about'going to any 
campaign for anyone. Number two; 1'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." 

Q: "Do you expect to remain the Trade Representative 'till the 
end of this tE~rm?" • : 

K: "Unless the President wants.someone else to do it, I guess I 
would. I'm delighted with this job. I hope tim contributing . 
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 might end-up on the Presi~ent's re
election campaign?" 

K: "I'm too old to be in politics. 1I , . , 

[Laugher] 

K: "I've reached the" end of the rope as far as that, and I said 
this before, as Yogi Berra said it, 'If you come toa fork in the 
road, take it. II , , 

Q: "Mr. K,antor, 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 ~.S. companies in, because those markets are 
going to develop and become big consumers in t,he future. Japan' 
is already a well held market. To what' extent are you trying 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 attentio'ns that Japan's 
method of proceeding, in the last 35-40 year~~ that is keep your 
markets closed, keeping prices high at home, developing huge 
amounts of capital, and then exporting and getting market share 
in other markets has been copied by others in.,Asia. Obviously, 
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our willingness and ability to open-up the Japanese mar~et 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 ~inisters, they will 
express that to us, that one of the problems they h~ve, they 
don't either have the strength in their owri m~rket 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 ~ountries 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 maintain 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 und~rtaking, that 
after a 10 year phase-in, at the m'ost, 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. In 1~47, the GATT wa~ 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 quit~ different. In so, 
we're trying to send the signal 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 t~e Japanese market." I' 

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 dbviously not going 
to talk about them here. We hope and trustsithat-~his 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 EUlTope? They propose 
that they think it's important in order to link alliances up and 
nationalize t,rade together. Is 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-Atlant{c initiative, which began ItO 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, eith~r by harminization of 
various regulations or' standardization in order to make the 
markets more open to each other, that would m~ke 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 t;he Commerce Department has, and have them take 
parallel steps along with ua; and fouri let's~ddress trade 
barriers on a 'building-block-basis." That wQuld 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 begin 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:.conomies (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 betwee~ our European 
allies and th~ 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 positive way we can do 
this." 

Q: "Could you clarify for me the Mexico crisis and how the peso 

is coming along, and the u.s. role in all that?" 


K: "Well, the Mexican economy has been very impressive over the 
last 6 to 8 to 10 weeks., The peso has strengthened as YOU', know. 
It was above 7, at one point, 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 M~xican 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 advers~ly 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 togeth~r 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 
situ~tion in l~exico has turned around a lot more quickly than 
anY,one" 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 Brmvn, the Department of Commerce has done a tremendous 
job going into markets and developing business for Americans and 
promoting invlestment for American coorporations and helping to 
build jobs here at home. I think the Department of Commerce 
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plays a valuable, if not invaluable role in that regard; 
therefore, I think it 'penny-wise and pound-follish.'" 
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