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GIDDINGS & LEWIS’

INTEGRATED AUTOMATION

TAPR 14 '92 96:54 CROSSA

-t

FAX NUMBER:
FACSIMILE {(FAX) TRANSMITTAL SHEET
1 DATE: April 14, 1992 TIME:
TO: COMPANY: _ WHITE HOUSE

ATTENTION: CARQL AARMUS
FAX NUMBER: __ 1-202-456-6218

FROM: NAME: GIDDINGS & LEWIS

DEPARTMENT: EXT.:

| : TRANSMISSION CONSISTS OF COVER SHEET PLUS 1 PAGE(S). QUR FACSIMILE
| PHONE NUMBER IS (313) 286-4656. QUR TELEPHONE NUMBER (S (313) 293-3000.

17801 FOURTEEN MILE ROAD
FRASER, MICHIGAN 48026
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GIDDINGS & LEWIS
INTEGRATED AUTOMATION
TRAINING PROGRAMS AT FRASER PLANT

IN-HOUSE PROGRAM IN CONJUNCTICN
WITH CROSBY QUALITY SYSTEM
STRESSING "ZERO DEFECTS"™ AND "DO
IT RIGHT THE FIRST TIME"

QUALITY EDUCATICN SYSTEM

SPC TRAINING = STATISTICAL PROCESS CONTROL
AND GEOMETRIC TOLERANCING TAUGHT
AT MACOMB COMMUNITY COLLEGE.
EDUCATION ON UNDERSTANDING
TOLERANCES AND ACHIEVING A
CONTROLLED PROCESS.

AUTOCAD TRAINING - IN~HOUSE TRAINING PROGRAM
TEACHING COMPUTER AIDED DESIGN TQ
EMPLOYEES .

PROBLEM SOLVING AND
DECISION MAKING - TRAINING PROGRAM ON LOGIC
L THINKING AND ANALYSIS PROVIDED BY
KEPNER-TREGOE CORPORATION.

RELIABILITY AND

MAINTATNABILITY (R&M) - TRAINING IN CONJUNCTION WITH -
AUTOMOBILE COMPANIES, THE SOCIETY
OF MANUFACTURING ENGINEERING
{SME) , AND THE NATIONAL CENTER
FOR MANUFACTURING SCIENCE (NCMS)
ON INCREASING RELIABILITY AND
UP-TIME. .

FAILURE MODE EFFECTS '
ANALYSIS (FMEA) = TRAINING PROGRAM BY SME STRESSING
. RESPONSE TO DOWNTIME AND RECOVERY.

EDUCATIONAL :

ASSISTANCE ~ REIMBURSED TUITION FOR ANY WORK
RELATED EDUCATION.

PC PURCHASE PLAN - PROGRAM TO FINANCE THE PURCHASE

OF PERSONAL COMPUTERS AT 0%
INTEREST TO EMPILOYEES.

ALSO, SCME EMPLOYEES ARE INVOLVED AS TUTORS FOR PROJECT
LITERACY THROUGH THE MACOMB COUNTY LIBRARY.
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GIDDINGS & LEWIS’

FAX NO. (414) 829-4537 Tatal number of pages
{Including cover page)

. -

. Carol Arraus . .
TO: FROM: Chris Miller

White House

AT: if you do not receive all pages,

please call back as soon as possible to:
FAX NUMBER: Darlene 414/928~-4377
DATE: April 13, 1992
SUBJECT:

GICDINGS & LEWIS, INC.
142 DOTY STREET, P.O. BOX 590, FOND GU LAC, W1 54836-0590 U.S A,
TEL. (414) 921-9400, FAX, (414) 52244537
3L Formm No. 8474 - 1492
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GIDDINGS & LEWIS

: PRESS .- RELEASHE
No. 08-14
FOR IMMEDIATE RELEASE FOR INFORMATION:

Chris Miller
414-9268-4314

GRADUATION CEREMONIES FOR GIDDINGS & LEWIS’
APPRENTICES AND ASSEMBLY TRAINERS

(FOND bU LAC, WI) —- The first nine students of the Giddings
& Lewis Machine Tool Assembly Training program were honored during
graduation ceremonies, Monday, July'zz,_1991. Also receiving
certificates were three graduates of the Giddings & Lewis
apprenticeship prdgram{

To ensure a talented, well-trained workforce for the "New Age
of Manufacturing Creativity", Giddings & Lewis in cooperation
with Moraine Park Technical College developed a tailored curriculum
for future machine tool assemblers.

"The partnership between Giddings & Lewis and Moraine Park
_drew upen each of our strengths ," said Paul G. Holland, director,
Human Rescurces. "We identified the speéific skills needed on our
shop floor, énd.Horaine Park modified and expanded its standard one
vear machinelrepair training program to meet our needs. "

The collaborative efforts of Glddings & Lewis and Moraine Park
resulted in a spécialized 36-week instructional program which began

== NMore -—-—

GIOOINGS & LEWIS, INC.
142 DOTY STREET, .0, BOX 550, FOND DU LAC, Wi 54936-0500 LI.S.A.
TEL. (414) 8212400, ITT 4237104, FAX, (414) 929-4527
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Graduation

angust 14, 1991

Add one

Novenmber 12, 1990. The Wisconsin Job Service, which received more
than 100 applications for the 14 openings, screened and tested
the applicants. Intérviews were completed by the Human Resources
department and final testing was administered by MPTC’s Testing and
Assasament départment.

"The programn required commitment and sacrifices,? said
Michelle Preslaski, supervisor, Human Resources, during the
graduation céremonies.

Every morning, trainees spent five hours of on-the-job training
at Giddings & Lewis ranging from subassembly, main erection,
inspection and wiring to crane hook-up procedures followed by six |
hours of aftérnoon and evening classes at Moraine Park. They
completed their c¢oursework and on-the~job training in mid-~July.

Group Viée President-Automation Technology Joseph E. Thompson
talked of the challenges and opportunities facing each graduate
at Giddings & Lewis.

"Companies who succeed must contribute to the efficient
manufacturing of products for teday’s global market,” said
Thompson. "YQu represent a well-trained team who are truly
ready to become part of this new age of manufacturing creativity."

The combined efforts of Giddings & Lewis and Moraine Park
Technical COilege represents another first in the history of
Giddings & Lewis.

== more =-—-
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Graduation
August 14, 1921
aAdd two

"We cannot sit back and wait for today’s youth tc find
career opportunities in the manufacturing arena," said william J.
Fife, Jr., chairman and chief executive officer of Giddings &
Lewis, Inc. "We must identify talented voung people and then take
a 1eadership:role in accelerating the educational process for
tomorrow’s manufacturing work force,"

More thaﬁ 200 applications have been received to date for
Giddings & Lewls’ second Machine Tool Assembly Trainhing program.
The graduation ceremony also marked the completion of the

Giddings & Lewis apprenticeship program.

Apprentice certificates were awarded to Nicholas A. Casper and
Richard A. Roth, both of Fond du Lac, and Rick R. Roth, Oakfield.
Those recelving assembly trainee certificates included: Trent
Bergman, Jeffrey A. Crites, Doug G. Pauly, Michael J. Smith, Joe P.
Stollfus and'Joseph M. Vera, all of Fond du Lac; Michael J. Thorp,
Van Dyne; Brian A. Herzog, Elkhart Lake and Robert W. Guetzkow,
Oshkosh. ‘

Giddings & TLewis, Inc. is a leading factory automation
supplier. Its products include high precision automated machine
tools including cellular aﬁd flexible manufacturing systems. The
company is headguartered in Fond du Lac, WI and employs 2,375
people worldwide. Other operations are in Janesville, WI;
Menominee, MI: Round Lake Beach, IL and Arbroath, Scotland. The
company’s stock is traded on the NASDAQ National Market Systen

under the symbol GIDL.
, - 30 -
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%
CONTACTS: |
Stephanie Comai-Page [[Koh-m eye]
Governor Engler's Office
Social Serv1ces Policy
- 517-335-7824
) I
Ron McGraw‘
Michigan Employment Security Commission
313-876- 5427
i
George Zumburs
Michigan Employment Security Commission
313-876-5480

'
i

i
I
I

I. MICHIGéN STATE UNEMPLOYMENT FIGURES

|
January: 8.9% (seasonally adjusted)
9.8% (unadjusted)
i
February: 9.8% (seasonally adjusted)
?.8% (unadjusted)

i am e %L e

IX. MACOMB COUNTY UNEMPLOYMENT FIGURES

|

January: 9. 8/ (seasonally adjusted)**
February: 9 7% (seasonally adjusted) **

|
\
*% Unadjusted numbers are not calculated for the county. l
Wherever possible, we should use the seasonally adjusted
numbers -- they're the most honest, and most
average/accurate numbers to use. They account for Christmas
“employment, construction decreases in winter, etc.

i
|

ITT. MICHIGAN STATE TRANSPORTATION INDUSTRY

P
January: 267,000 employed in transportation industry
February: ésl,ooo employed in transportation industry
George Zumhurs at the Michigan Employment Security Commission
says that the number employed is projected to rise again,

approx1mate1y 4-6,000 for March. In February, there were a
number of call-backs. This trend is expected to continue.

| T T ‘

I
}
i
I
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' - GIDDINGS & LEWIS
DATE: 9 Aprll 1982
FROM:  Chris Miller
Director of Public Relations
414-929-4314 929-4537 (FAX)
TO: fLaura Melillo 202-456-6423 (FAX)

John Herrick 202-456-2820
Bob Simon  202-456-6218
Kelley Gannon- 313-441-9146 .
. Roorm 1015

!

SUBJECT: FAGT shests

* Attached are two FACT sheets about Giddings & Lewis and the Russian contracis.

We hope they are helpful in your preparation for Tuesday's speech.

Kelley, be advfsed that | will be in Fraser about 9:00 a.m. Friday morning. Looking
forward to meeting and working with you.

£

|
Pages follow
|
|
i
|
|
H

GIDDINGS & LEWIS, INC.

; 142 DOTY STREET, P.O. BOX 580, FOND DU LAC, W1 $4925-0590 LLS.A.
l_—, TEL (414) 921-9400, ITT 4237104, FAX (414) 929-4522

@o01/008
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GIDDINGS & LEWIS

For More Information:
Dale H. Norton
414-.929-4244

Chris Miller
414-929-4314

FACT SHEET

e Giddings & Lewxs is the largest supplier and integrator of industrial automation equipment and
Systems in Noith America and the fourth largest in the world.

« The Company's products are, in effect, "the machines that make machines,” and consequently are
the backbone of ‘any nation's industrial infrastructure, They are used in over 250 industries
worldwide, in more than 50 countries, to boost productivity, lower costs and improve quality.

s Among the primary end products produced by Giddings & Lewis automation hardware and
software are automobiles, conswuction equipment, aircraft and aircraft engines and power
generation equipment. In addition, Giddings & Lewis controls are used in such diverse
applications as high speed packaging and staging for the touring road show, "The Phantom of the

Opera.”

o The market for industrial automation is highly competitive, with substantial competitors in the
United States, Europe and Japan. Giddings & Lewis has succeeded with a combination of
strategies which focus on customer setvice, state-of-the-art product development, broad product
lines and creative application expertise.

o During the last five years, sales have increased from $125 million to $327 miltion. QOperating
income before taxes, interest and special charges has risen from $5.9 million to $30,1, Giddings &
Lewis acquired the Cross & Trecker Corporation on October 31, 1991, Had the acquisition
occurred January 1, 1991, Company revenuss would have been $6473 millioni.

o Non-U.8. revenues account for approximately 27 percent of Giddings & Lewis' business.
Recently, for example, major orders have been received from automotive companies in Ttaly,
Germany and the Tnited Kingdom.

o The Fraser, Michigan plant currently has approximately 700 skilled employees, who supply a
wide range of automated metalcuiting equipment for high-to-low volume factories. Giddings &
Lewis has 4,500 employees worldwide.

e Major customers worldwide are in the antomotive, off-road and heavy vehicle industes. An
example is a piston manufacturing system for the Moskvich Automobile Factory in Moscow, which
is currently being "run off” for customer approval,

= Giddings & Lewis was named 1991 Manufacturer of the Year in the large category for the State
of Wisconsin,

fB.us'meﬁs_ngg for the second year in a row ranked Giddings & Lewis number one in its
industry and among the highest of all industries in reseatch, product development and engineering.

GICDINGS & LEWIS, INC.
142 DOTY STREET, P.0.BOX 590, FOND DU LAC, W] 54936-0520 LLS.A,
TEL (414) 921-8400, ITT 4937104, FAX (414) 029.4522
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Corporate Profile |
e

dddings & Lewis is the largf'lest sup-
lier of industrial automation prod-
cts and machine tools in| North
.merica and the leading producer
nd integrator of flexible autémation
olutions. Its products are used
rorldwide in more than 50 countries
y customers in some 250 different
dustries. |

The company has focused its mis-
on and strategies on developing the
radership role in the industrial
atormation market by providing cus-
ymers with creative, single:source
:sponsibility for a broad range of
anufacturing products and services.
This approach has led to substan-
al gains in market position, through

combination of iriternal growth and’

‘quisition. During the last five
2ars, sales have increased frotn $125
illion to $327 million. Operating
comne before taxes, interest ar'ixd spe-
a) charges has risen from $3.9 mil-
m to $30.1 million. |

The company’s headquarters is
cated in Fond du Lac, Wisconsin,
here it has been since 1859. Its
orth American manufacturing loca-
ms are in Wisconsin, Michigan,
inois, Ohio, and Ontario, Cfanada.
ants in Europe are located in
otland, England, and Germany.
censees and joint venture partners
e in China, India, South Korea,
1stralia and Japan. -
Giddings & Lewis common stock is
1ded on the NASDAQ National
arket System under the symbol
DL. "Preferred stock is also traded
the NASDAQ under GIDLZ

i

ver lustration
ttegies for success in today's dynamiciand
t-tech industrial world must start with
omer needs. Giddings & Leuris has taken
philosophy one step further to focus|not
ton the needs of our customers, but also on
needs of our customers' cuslomers. QOug
sle Win Solutions mean that einch
tive application of our full spectrum of
Tuets and services must represent o, Win
wr Cuslomer’s Custonter, @ Win for lonir
T s ey S Giddings & Lu:ri.c.}

|

AUTOMATION TECHNOLOGY GROUP

Smart Manufacturing Systems

Vertical/Horizontal Turning Centers

Vertical /Horizontal Machining
Centers

Horizontal Production Centers

Planer-type Machining Centers

Cell Controllers and CNC Controls

Accessories

Tooling and Fixtures

 Drill Point Grinders, Contouring

Heads, Tool Presetters
Castings
Remanufacturing and Control
Retrofitting
Special Machipes . . .

Subcontiacting "

INTEGRATED AUTOMATION GROUP

Synchronous and Non-Synchronous
Assembly Systerns

Synchronous Assembly Machines

Automotive Body (Welding) Systems

Special Application Assembly
Machines '

High Volume Flexible Transfer
Machines

Special Machining Systems

Medium/High Volume Transfer
Lines

Broaching Machines

Piston Turning Machines

Quill, Slide and Tap Units

Index Tables - -

AUTOMATION MEASUREMENT AND

ConTrOL GROUP

Manufacturing Consulting

Manufacturing Systems Integration

Programmable Industrial Computers

Control Software Solution Packages

Servo Systems

Coordinate Measuring Machines and
Systems

Flexible Inspection Systerns

Gaging Instruments

Printed Circuit Boards

EUROPEAN OFERATIONS

All Giddings & Lewis Products and
Services
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Financial Highlights

Ciddings & Lewis, Inc.

{000's omitted, excep! per share data} ;

3 1990 1991 % Change
 Sales | $242,962 $326,609 34.4%

Net Income i $ 19,723 $ 22,002  11.6%
Net Income per Common Share | $ 1.85 $  1.90 2.7%
Cash Dividends per Common Share $ .16 5 16 —
Total Debt/Capitalization 0% 20.9%
Total Assets P $181,573 © $560,167 208.5%
Equity i $134,503 $272,195 : . 102.4%
Book Value per Share _ § 1262 $ 1632 . 64.0%

i

|

|

|
Jperating A Sales
ncome f
$ 35,000 : $ 350,000
30,000 3

25,000

250,000

150,000

50,000 T 3

Backlog

$350,000

i
|
|
o |
}ookings |
|
] $ 350,000
!
|

250,000

150,000 °

50,000
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In 1951 a new company, was born
into the modern, hmh-tech world
of industrial automation.

That - new company is
Giddings & Lewis. Our acquisi-
tion or the Cross &] Trecker
Corporation on October 31, 1991,
means that manufactusing firms
around the world can|now call
on a single partner to provide the

integration skills, flexibility and

new creativity they require to
meet today’s mcreasmgly intense
competitive challenges. !

In the few short months since
our acquisition was cqncluded,
we are pleased to répor% substan-
tial progress. At the same time
that our people are mtecrratmg
our two companies mto a single,
streamlined entity, they are als.o
keeping their eyes on the ball
and are delivering impressive
operating results. - 1

Among the hghhghts for 1991
were the foilowmg .

.+ Net i Income, sales, bookmgs, .
and backlog hit’ record levels'

for the year. Net income rose
11.6 percent. Sales increased
34.4 percent. Bookings were up
49 percent. Backlog now stands
at a record $382 million. ]

» We expanded our customer
base to more than 250 mdustnes
(SICs) in more than 50 countries,
compared to 180 SICs mi 1990.

- We now have 18 manufactur-
ing facilities in the United States,
Canada, Scotland, England and
Germany, as well as licensing or

i
|
|

joint venture arrangements in
Japan, India, South Korea,
Australia and China.

Several smart manufacturing
systems were successfully
demonstrated and turned over to
customers, and add-ons were
ordered for others.

« We have received several
orders for equipment to meet the
demanding specifications of a
number of dlfferent subassern-

Willian: J, Fife, jr.
Chairnan and Chief Executive Officer

blies for the new Boeing 777 air-
craft, both from Boeing and its
subconitractors.

+ We were recently named 1991
Wisconsin Manufacturer of
the Year.

« Only 11 days after the conclu-
sion of the acquisition, we
received an $18 million order
from an [talian manufacturer

for the first phase of a major
automation project. Subsequent-

ly, additional orders totalling $40

million have been received from
this same customer.

» Fourth Quarter bookings for
our European Operations
totalled more than %70 million,
including our first order from
France in more than five years.

» We booked a number of orders
for smart manufacturing systems
to produce such diverse products
as compressor parts, engine
components and space shuttle
booster rockets.

+ Pratt & Whitney recently
placed an order for a smart man-
ufacturing system in which we
will integrate a Giddings &
Lewis vertical turning center
with several five-axis machmmcr
centers which were formerly pro-
duced by Cross & Trecker. All
the machines will be controlled

by our CM-9000 controller and
.software.

« We launched important
customer "partnerships” with
several firms, in which we
will provide
them with our
advanced
automation
equipmént and
substantial §
support activi- [l
ties, both in the
U.S5. and in
other countries.
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GIDDINGS & LEWIS

) Dale H. Norton
414-929-4244
Chris Miller
414-929-4314

FACT SHEET

« Giddings & Lewis 15 supplying an automated piston manufacmﬁng system for the
Moskvich | Automobile Factory in Moscow, Russia,

o The system is similar to those Gidchno's & Lewis has provided to other worldwide
automobxle manufacturers. Such systems are preducing more than 40 million pistons
Per year. ‘I’hcy represent high-precision, state-of-the-art manufacturing technology.

« Final cammunent for the loan guarantee of $ 33,834,714 was received on July 18,

1991, However, payment under those guarantees has been withheld due to lack of

funding caiised by continuing financial and political uncertainties in thc Russian
Federauon' and the Commonwealth of Independent States.

c Current stams

- The system is currently being demonsn-ated or "run off” for representatives from

‘Moskvich.| ;

- Itis s«.heduled to be shipped to the Moscow plant by the end of August 1992
pending finanmal resolutions.

Framework agreements are expected to be signed shortly between representatives
from the Export-[mpon Bank and the Russian Federatxon, with loa.n agreements to be

signed soon thereafier.

|

\
I

i
!
|
|
|

GIDDINGS & LEWIS, INC,
142 DOTY STREET, P.O. BOX 580, FOND DU LAC, W1 54836-0500 U.S A,
TEL. (414) 921-94Q0, ITT 4837104, FAX (414) 929-4522
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INTEGRATION OF CROSS &
TRECKER OPERATIONS

During the months leading up to
the completion of the Cross &
Trecker acquisition, our people
spent a tremendous amount of
time and effort analyzing the
company. We established a
game plan to integrate all of our
operations and began to take
specific actions immediately
after the closing.

During the first few weeks of
November, we announced the
closing of the former Cross &
Trecker corporate offices, a data
center in Cleveland, and manu-
facturing plants in Solon, Ohio,
and in Telford, England.
Employment levels were re-
duced by approximately 560
people. These steps will reduce
our total payroll by more than
$25 million on an annualized
basis and will also result in addi-
tional operating savings not
related to the personne] reduc-
tions.

Certainly we understand that
these are extreme measures,
and we all deeply regret the

personal sacri-

W fices involved.

B However, the
gBmoves are
| necessary now
W to bring em-
® ployment lev-
H els in line with

A existing  or--

j ders, and to
® insure the con-
il tinued health
of the total
& Organization.

All products, systems and ser-
vices are sold worldwide under
the Giddings & Lewis marquee,
50 that we go to market as a
single, integrated company.
Within the first few days after
the acquisition, products bearing
the Giddings & Lewis logo were
shipped from our new facilities.

Once these initial changes
were quickly implemented, our
people were able to get on with
the business of serving our cus-
tomers in a healthy synerglstlc
new environment, -~ -~

THE “TRIPLE WIN”

The ability of Giddings & Lewis
to integrate diverse products and
systems and to provide a wide
variety of solutions to manufac-
turing challenges has been
enhanced enormously. We now
offer the broadest array of prod-
ucts and services of any supplier
in our industry, worldwide.

It is extremely important for
us to be able to offer this flexibil-
ity to our customers as we com-
pete on a global basis. We can
now better help our customers
economically manufacture a
single part the same way 10,000
times — or 10,000 different parts
only once. 50 our customers can
respond more quickly to changes
in their own markets and, in
turn, help their customers.

This strategy is at the heart of
what we call the “Triple Win.”
We are all familiar with “Win-
Win” business relationships. In
our automation projects, we take
“Win-Win” one step further —
our customer’s customer wins,

our customer wins, and
Giddings & Lewis wins. On
pages 8 and 9 of this annual
report, you will find specific
examples of how our customers’
customers are benefitting from
the lower costs and higher quali-
ty of Giddings & Lewis “Triple-
Win” manufacturing solutions.
FLOWTHROUGH

MANAGEMENT STRUCTURE

In order to serve our diverse
customer base quickly and

_efficiently - from our various
" operations, we have implé-

mented a new “Flowthrough
Management” organization that
combines both centralized and
decentralized concepts. The focal
point 15 our centralized sales
organization, offering customers
a wide range of manufacturing
solutions from a single coentact
point.

The sales organization is
responsible for working directly
with our four decentralized
operating groups to insure that
the customer’s needs can be met
quickly and fully. We have also
centralized our finance, admin-
istration, engineering/total qual-
ity and business planning and
development functions on a
global basis.

This combination of centralized
and decentralized management
concepts pushes decision-
making power down into the
operations, and at the same time,
emphasizes company-wide con-
trol and resource-sharing. The
result is a customer-oriented
organization which lets the
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" Frojected growth

L of airline travél |

!
1
1
|
i
I
i
|
|
|

proper solution to a customer
need “flow through” the com-
pany and back to the customer as
fast as possible.

STIMULATING NEW INVESTMENT
BY MANUFACTURERS !

The coming years hold great
promise for aggresswe and fast-
moving companies like| Giddings
& Lewis. As the benefits of the
free market system unfold in
what were formerly tightly-con-
trolled societies, we expect new
investment in advanced manu-
factunna equipment to increase
steadily. !

In the industrialized countries,
capital expenditures will increas-

ingly be driven by the need to

Jimprove quality, increase pro-

ductivity and reduce production
costs. Companies will have no
other choice if they expect to
remain competitive,

To stirnulate capital projects in
the United States and thus make
manufacturing firms more com-
petitive, we continue to advocate
various actions by the United
States Congress and the Ad-
ministration in Washington.
Quick action is essential, because

our strategic window of oppor-

tunity may not be open long.

The United States is otie of the
few countries in the world which
has not actively supported its
manufacturing infrastructure,

which promdes the driving force

New atttomated gaging s System qmah ly identifics out-af-tolerance conditions with computer-based,
easy-to-read graphics. , ‘

P

thrgush the 1990,
e requibriig e

for our eco- NN
nomic growth.

While we do §
not believe in
goverament
subsidies, a B
more focused S
effort to level R
the playing
field with our
international {
trading part- ~
ners is certainly needed.

OUTLOOK FOR THE FUTURE

Giddings & Lewis is fortunate to
have larcve numbers of creative
and ded1cated people. Their
willingness to “color outside the
lines” and apply their creative
skills to tough manufacturing
challenges is at the heart of our
success in today’s competitive
arena.

We appreciate their efforts and
the loyalty and support of our
customers and sharcholders. We
look forward to exciting times in

1992 and the years beyond.

Sincerely,

William J. Fife, Jr.
Chairman and Chief Executive Officer

. airline
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I would like talk to you today about the things we must do
together -- government and business, public servants and private
citizens -- to leave our children a legacy worthy of America. I
think we agree on what that legacy must be. We want a world at
peace; we want strong, wholesome families; and we want an economy
that provides rewarding jobs for all.

More than any country on earth, America has afforded each
generation the opportunity to leave such a legacy. It has done
so by offering its people the freedom to adapt to the new, to
test the untested, to change as times change and the world
changes.

We have that opportunity once again. Today, the world is
changing at a pace undreamed of a generation ago, and now
America, which has led the world's transformation, must change as
well. This afternoon I will discuss five areas which I believe
are overdue for reform -- five key ways in which America must
change, if we are to honor coming generations with the legacy
they deserve.

As businessmen and -women you understand the urgency. For
each of the problems I will address today presents itself to you
not as an abstraction but in the most immediate way: as a cost of

doing business. Too often these are costs beyond your control,
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drawing resources away from your primary goals of expanding your

2

companies and providing jobs for your communities.
When our legal system becomes incapable of resolving
disputes in a civil and timely manner, business loses the

incentive to innovate and take risks. When health care costs

escalate, business picks up much of the tab. When government
. imposes barriers to trade, business pays the cost in lost

marketshare. When our children leave school without rudimentary
skills, business bears the burden in lost productivity. And when
government grows cumbersome and intrusive, business can no longer
plan rationally for the future.

Let me start with the crying need to reform our country's
civil justice system. We have all heard the stories of bizarre

/
/and frivolous suits -- the one about the psychic, for example,

/

who sued her doctor after a CAT scangge :J?;ed her power to

x\x\commune with a 17th century poet.
The stories would be funny if the price weren't so high.
And American companies pay much of that price -- not only in
dollars but in lowered productivity and a business environment
inhospitable even to ordinary competitive practices. According
/Lto a recent survey, for example, 40 percent of companies that had
been the target of product liability suits have discontinued
certain types of product research.

Lawsuit madness is an affliction our world competitors do

not share. Only the United States has seen the number of lawyers

double over

Only the United States spends

& 20-yr. pe,n’od.
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more than $80 billion annually in direct litigation costs,
y ZZi,perhaps four times that in indirect costs.

fﬁ" We must remove this ball and chain from our ability to
produce and compete worldwide. My %Pmpetitiveness Eouncil, led
by Vice President Quayle, has offered 50 recommendafzons for
legal reform, including reasonable limits to the discovery

vﬁ - process, alternative means of resolving disputes, and a“oser-

c pays"rule that would discourage frivolous lawsuits.

This broad legal reform won't be easy. We introduced a bill
to reform our product liability laws in 1990. Congress wouldn't
budge. We introduced the reform again in 1991. Senate Democrats

N refuse even to bring that bill to a vote; in the House, it's
stuck in two committees. The special interests are lining up
against legal reform, and we can use your help in moving it
forward.

If we're successful, the effects will be far-reaching,
extending into another area critically in need of change -- our
nation's health care system. The litigation explosion has hit
Michigan's health care hard. Your physicians' and hospitals'

; ,//medical costs are among the highest in the nation, adding am=

. [, &
(N~ 300 to the average patient's hospital bill.

< W

1pﬁ The human costs too are high: one out of every five

-ﬂ"yﬂ/ obstetricians in Michigan has stopped delivering babies, thanks

These trends are simply unsustainable. Already 13 cents of

yii’//every dollar of national income goes to health care; some mid-

”wu' ovag £5 ',
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', ,)range estimates say that by 2030, that figure will be 30 cents of

4

every dollar. Right now, American corporations spehd more on
<<:health care each year than they earn in after tax profits.

Clearly the system must change. My proposed health care
reform will build on our system's assets -- especially in
preserving the quality of care, which for all its faults is still
the world's finest. We will strengthen the private insurance
market, and increase consumer choice. Through transferable
credits we will bring coverage to the uninsured, and control
costs through market incentives. And we will avoid the pitfalls
of nationalized care, with the rationing and indifferent quality
that come with it. Health care reform must hew to this
principle: The government has no business intruding between the
patient and his doctor.

I have targeted a third area for attention -- like the
others, absolutely critical for our success in the coming
decades. If America is to succeed economically at home, we must

P succeed economically abroad. W&F trade-
. related jobs have grown at a pace three times that of overall job
" creation.
Continuing these trends requires vigilance in opening
foreign markets to American goods and services. Over the past

three years, exports have accounted for 70 percent of our
economy's growth. The frie trade agreement with Canada is a
proven success; it the world's largest bilateral trading

We have the
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is cheduled 1in the House oubcloliliriiect
on Human Resources, Committee on
Education' and Labor. This includes
Title II the Older American Programs
of the Domestic Volunteer Service Act.

AGENCY/BUREAU NEWS
- May 22 ACTION Headquarters staff completes move

of offices from 806 Connecticut Avenue,
N.W., to 1100 Vermont Avenue, N.W.

ACTION'’s mission: To stimulate voluntary citigen panicipati?n i(7 addressing the needs of American communities, particularly those of the poor, the disadvantaged and the elderly.

VISTA (Volunteers In Service. To America) » Student Community Service » Citizen Participation Program e ACTION Drug Alliance
Retired Senior Volunteer Program e Foster Grandparent Program e Senior Companion Program
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/ chance to lock in those gains by combining Mexico into a North

American Free Trade Agreement, creating a $6 trillion market from

the Yukon to the Yucatan.

A 1A
\ D~

W
P We're also concentrating on expanding access to the world's
Ll 8

econd largest market economy: Japan.

.
N7 a%

manufactured products are leading this expansion. The boom has /
,nﬁzialready created an additional 200,002x’obs here at home. //
0 It was in this context that I traveled to Japan earlier this_ _

L4 L3 L s X \‘
year, to build on our successes. I heard some criticism of that |

\.\

trip, but let's get the facts straight. Of special interest to

|

'your region, for example, was the by the Japanese to
a -

.increase the purchase of U.S.-made auto parts}to $19 billion

by 1994.

And there was much more. As a result of our trip, we've

opened up Ja an's”_$4 bi;lion glass market, ité $9 bil>ﬁon ?U.chfse&b’
comp&%e%/rviges market, and its ﬂ billion paper

market -- offering American business enormous opportunities to

sell American good i - new

American jobs.

We must take advantage of these new arrangements, and we
will do so only if we have a world-class workforce. Yet the grim
fact is undeniable: our current educational system is unable to
produce the workers the highly competitive world market demands.

<ii/ Consider this: English is now the language of international
b

usiness; yet only 20 percent of 17-year-olds can write a simple
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y
,aﬁ”(//two-paragraph letter applying for a job. The situation in
N~

geography, math and science is equally dire. Too many businesses

/ére forced to pay twice for the education of prospective

v‘//

// employees -- once through taxes that support our schools, and
B { again through job training to remedy the failures of those
chools in education our young.

(Job Training insert])

The only solution left to us is radical change; we must
literally reinvent American education. Our America 2000
initiative challenges communities to create break-the-mold
schools. We need to set world-class standards for students and
establish a system of voluntary national tests to measure their
progress. We must redouble our efforts to rid our schools of
drugs and violence -- to cleanse America of this scourge that
wastes so many young lives. And we must make schools more

accountable, by forcing them to compete. That means giving

a ts the o it o _choose their c 's scho -
blic ivate, o e ious.
The reforms I've outlined here today -- restoring sanity to

our legal system, ensuring quality health care for all, expanding
world trade, and reinventing American education -- are essential
to this country's future productivity.

But each faces powerful opposition from special interests
who profit from the status quo. So I have targeted a final
reform, no less important than the others. If America is to

change, American government must change.
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I have presented seven specific proposals to cure the

paralysis that grips the Congress. My proposals range from an

elimination of PACs, diminishing the special-interest influence,

to a line-item veto, which will allow us to get a handle on
federal spending. And I think it's high time we limited the
terms that members of both houses of Congress may serve.

The aim of these seven proposals is simple: to create a
flexible government, responsive to the common good. I have tried
over the past three years to make invest my administration with

this sort of flexibility. Let me give you a few examples of

A reformed government knows its limits, refusing to impose

undue burdens on business and consumers alike. For that reason,

//I've made it clear to Congress: I will not signﬁ*egislation that
P /. willde +he awdv ond ot Americam kobs -

——"

special concern to the Detroit region.
; \

A reformed government encourages innovation. Last October,
/éér example, the Department of Energy joined with the Big Three

/

automobile companies to develop a new generation of batteries.
Our goal: to make electric cars competitive by the year 2000.
eformed governme s xible means to
goals. Our approach to the 1990 Clean Air Act, which requires
//heep reductions in air pollution, is a good example. To help

communities and industries meet those objectives, we've initiated

a "Cash for Clunkers" program, allowing states and companies to

A

\
“~.__ buy high-polluting old cars, get them off the road, and use the

Peunio. €40
gre e OPNS, Lo e
. ¥ : Mvanmgnm?%m
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/ resulting reductiogsin pollution to satisfy our clean air

[__standards.
The principle undif1y1ng all these approaches was expressed

ho
Well by Jeffersox‘byl "TheAplllars of our prosperltgjare the most

/

/ thr1vin%x?-he-u=ntg*/”when left most free to individual

enterprise." 1In practice, that means government must trust the

wisdom of markets more than the whims of bureaucrats. The freely

made decisions of businessmen and women must take precedence over
the engineering schemes of government. And all of our
institutions -- from the U.S. congress to the local school board
-- must be accountable to those they serve.

Oover the last decade, America has changed the world. Today
we are blessed with the opportunity to change America. With
Jefferson's principle as our guide, we will meet the challenges,
and exploit the opportunities, of the world that is now being
born.

Thank you and God bless the United States.

t ¥ # #
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by the end of this decade. And need I say |

what one of those negative trends is? And
that is Government regulation. - '

Overregulation here in the United States
can give foreign corporations an advantage
over American firms. It also can drive U.S.
businesses to move factories and jobs over-
seas. Recently, because of heavy regulation,
the number of approvals of new medical de-
vices has droppeg dramatically.

Let me assure you: I am determined to
roll back the tide of overregulation. After the
90-day freeze, I'm going to introduce what
legislation it takes to change this, reform leg-
islation to correct unreasonable rules we
can’t change simply through Executive ac-
tion. And I will have to go to that Congress
and challenge them to undo some of this reg-
ulatory knot that they've tied across the
American economy. And I'll fight those lib-
erals in the Congress who try to impose new
and unreasonable burdens on America’s live-
lihood. You know, if Congress sends me any
more legislation with excessive regulation in
it, I am going to have to veto it and I will
veto it as soon as it hits my desk. We need
to free up businesses like this, not tie their
hands anymore.

As long as I'm the President, I'm going
to work to cut needless redtape.- We've got
to get the lifesaving drugs and devices to
those who need them. Regulation of the heal-
ing arts and health technologies have %ot to
respond to patients’ needs and must be ased
on sound science, not on ideological politics
or scare tactics.

And we need to heal something else, a
legal system that is emptying our wallets and
tearing our society apart. That's why I'd love
to have your support for proposals to reform
the liability system and the civil justice sys-
tem. You know how the epidemic of lawsuits
has become: neighbor suing neighbor, guys
coaching Little League afraid to coach be-
cause of a lawsuit being filed at them. “You
don’t put the kid at first base, I'm going to
sue you.” I mean, it's not right; it's not fair.
And we've overdone it, saying nothing of doc-
tors who are pulling back %ecause of mal-
practice suits filed against them. I want to
be the President of a country where people
spend more time helping each other than

‘they do suing each other.

69

" And tne very last point: Our economy is
going to be strong as long as it’s free. That’s
the lesson that I've taken away from this, that
I'll be taking away from this plant here at
Stryker. You have learned that in the markets
at home and around the world. It’s a prin-
ciple that we've got to redouble the efforts
in fighting for. In my go-rounds with Con-
gress and as Chief Executive-of the Depart-
ments and Agencies that regulate American
business, I'm going to try to do just that.

Let me say in conclusion, it's a joy to be
here, not just simply a joy to be outside of
what we call the beltway, Washington, DC.
It really is. And when I come to a place like
this and I see what you all are doing, I have
a reaffirmation in my heart that this country
is still the freest, the greatest, the fairest
country on the face of the Earth.

We are the leader of the free world. We .

are the leader. Your kids and my grandkids
don’t go to bed today worrying as much as
they used to about nuclear weapons. They
have a feeling that we've done something big,
and we've done it by leading, standing up
to aggression and leading the world. And now
let’s take that same talent, bring it to bear
on this economy, get it moving again, and
reestablish our economy P the number one
in the world. A

Thank you all very, very much. Thank you.

Note: The President spoke at 10:24 a.m. in
the medical division of Stryker Corp. In his
remarks, he referred to'the following cor-
poration officers: John W.{Brown, chairman,
president, and chief execitipe officer; David

J. Simpson, vice president and chief financiol

officer; Stephen (Si) Johnson, executive vice
president; and Harry E. Carmitchel, presi-
dent of the medical division. A tape was not
available for verification of the content of
these remarks.

Remarks to the Economic Club of
Detroit in Detroit, Michigan

March 13, 1992

The President. Please be seated, and
thank you for that warm Michigan welcome.
Governor Engler, my friend, thank you, sir,
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for that kind introduction, and my congratu-
lations to you for trying to bring fiscal sanity
to this wonderful State. And it’s a great pleas-
ure to be met by your Texas wife, Michelle,
who’s with us today. And also it's a great
pleasure to see another old friend, a great
leader of the State of Michigan, Lieutenant
Governor Connie Binsfeld, who was out
there at the airport, too. Thank you for being
there. Mike Guido, the mayor, is with us.
I salute him. And one last thank-you to Jerry
Warren, a former banker and now the mir-
acle worker that can produce such a fantastic
crowd on such short notice. Now, Jerry, if
you want to go into the banking business
again—({laughter]—there may be an opening
in Washington, DC, on Capitol Hill. I think
this guy could do it.

It's a pleasure to be back before this out-
standing group. And 4 short days from now,
Michigan faces a choice, and you’ll make a
decision that will really shape the way this
country copes with the big issues, the issues
that shape the world and the values close to
home. And I am talking about jobs. I'm talk-
ing about family. And I'm talking about world
peace for ourselves and also for our children.

Right now, the most important issue facing
Michigan and this country is clearly the econ-
omy. It's my number one priority, jobs. Man-
ufacturing—you know it perhaps better than
most—has been the greatest generator of
good jobs in American history. Take a look
at the auto industry. I'm speaking not simply
about the jobs created in the industry itself
but the thousands upon thousands of jobs in
supplier and spinoff businesses. Manufactur-
ing is and always will be a basic strength of
this country’s economy. No nation will ever
lead the world without a strong manufactur-
ing base.

Fifty years ago, this great State of Michi-
gan earned the proud title of Arsenal of De-
mocracy. Industries centered here had no
peers and practically no competitors any-
where on the planet. And yes, today things
are different. Michigan’s manufacturers are
not just competing with a few outgunned ad-
versaries. They are up against tough, hard-
nosed competitors in practically every devel-
oped country. Today, the new reality is sim-

ply this: If we want to succeed economically

Mar. 13 / Administration of George Bush, 1992

at home, we have got to compete economi-
cally abroad.

All we seem to hear on the news is gloom
and doom. But let’s not overlook some of
the fundamentals that prove that we are
poised, not there yet, but poised for a na-
tional recovery. Interest rates are lower now
than at any point in the past 10 years. The
prime rate is now 6.5 percent. Inflation, most
would agree, is under control. Monthly retail
sales are up 1.3 percent in February, on top
of a 2.1-percent rise in January. And then
you know the story on housing starts; they're
up 5.5 percent since December.

And for all our troubles, America is still
the world’s dominant economy, the one mar-
ket other countries want to crack, the econ-
omy producing goods in demand in every
country, every corner of the world.

Right now, nationwide, we’re in the midst
of a record export boom, one that’s driven
the trade deficit down 35 percent in the pa

ear alone. And American exports have dou-
doubled since1985. Not only do we
export more than any other country, but
we've been gaining ground, not losing it, to
our competitors.

And I fully realize this has not élways been
true for our auto industry, but these are fun-
damentals that we can build on, the raw ma-
terial, if you will, to manufacturg the solid,
strong recovery that I am confident we will
see. X

It looks different here in Detrbt. Michi-
gan’s been through some rdinarily
tough times. And there’s no sense pretending
that things are better than they are. But
there’s also no sense underestimating our
strengths and exaggerating our weaknesses.
The simple fact is, we face a future with both
challenges and opportunities.

In the past years, the United States has
helped bring about change that has reshaped
our world for the better. We’re the country
that won the cold war, that drew a line on
the sand and drove a dictator out of Kuwait.
And we are the country that made sacrifices
for freedom in four corners of the world. And
because we did, right here at home, our chil-
dren are less fearful of the threat of nuclear
war, and they sleep much more safely.

And yes, American leadership has changed
the world, and now what I want to do is use
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that same leadership to change America. I
don’t think there’s anyone in this room who
doesn’t believe that the key to America’s eco-
nomic future is our ability to lead, to succeed
in the world economically as we have politi-
cally. And that's what my economic pﬁn is
all about.

Back in January, 45 days ago today, I sent
Congress a spesi?;c short-term action plan to
stimulate this economy, to spark a recovery
as early as this spring, a recovery that would
increase auto sales and create jobs. And when
I sent that plan to Capitol Hill, I set a dead-
line: one short week from now, March 20th,
almost 2 months from the day I challenged
the Congress.

And you know the story. Congress barely
gave my plan a glance before they got busy
on their own agenda: 90 billion dollar tax in-
crease that will threaten our recovery and
cost us jobs. Any economist worth his salt
will tell you the last thing this economy needs
is a massive tax increase. And you can count
on this: If the Democrats send me that plan,
they can get ready for a veto the minute it
hits my desk. I am not going to accept it.

I believe that my plan—I'm convinced of
it, and I've talked to lots of business people
and lots of economists—I am convinced my
plan will make America more competitive.
It includes seven things that we've got to ac-
complish to ensure a strong market for
America and for the automotive industry.

We've got to reduce Government spend-
ing and draw the line against new taxes. Defi-
cit spending dries up sources of savings the
private sector must have to invest, to grow,
and to create new jobs. And there’s only one
protection the taxpayer has against uncon-
trolled, what we call discretionary spending
in Washington: those spending caps that we
got enacted a year and a half ago. That’s the
only protection the taxpayer has.

And guess what? You're right. The Con-
gress wants to get rid of those spending caps
now and go back to the days of unchecked
spending. And I am not going to let that hap-
pen. We've got enough votes to sustain a veto
to see that that does not happen to the Amer-
ican taxpayer.

We've got to put an end to excessive Gov-
ernment regulation. Our companies can’t
compete if the Government chokes them off

in redtape. And we've got to stop counter-
productive regulations that cripple your free-
dom of action and cost this country jobs. So
I've ordered a 90-day review of all new regu-
lations with this aim in mind; whatever con-
tributes to economic growth goes forward,
and whatever stifles growth gets scrapped.

We’re at midpoint in that review. But even
now, you can see results. The.sheervolume
of new rules and regulations is down to 25
a week, from 6 times that amount just a year
ago... That's progress. Already we've an-
nounced regulatory relief to benefit sectors
of our economy from biotech to energy. And
we're looking now for creative, new ways to
use regulations to clean up our environment,
using market forces where possible.

Times have changed since the day nearly
two decades ago when CAFE standards came
into existence. And we now know that CAFE
can cost a lot of jobs and even lives on the
highway. And right now, through my Depart-
ment of Transportation, I've been working
with the auto industry and the UAW to fight
irresponsible legislation. And.J.will-not-sign
CAFE legislation that will destroy the auto
industry.and.cost American jobs.

We will take several regulatory steps af-
fecting the auto industry in the near future.
There is one that I want to announce today.
For some time, the EPA has been consider-
ing a requirement to order that all new cars
be equipped with these on board canisters
to catch and contain ﬁx!:fu coming from the

pump. As a result’of our regulatory re-
;gu:w, we have decided against such a rule.
The..Department..of ion deter-
mined that on board casisters pose.a.real risk
to safety, a risk we simply cannot impose on
American drivers.

If we want to make America more com-
petitive, we've got to move forward on civil
justice reform as well. Too many businesses
can't start up or keep going because too many
lawyers and too many lawsuits get in the way,
18 million lawsuits every year alone. Right
here in Detroit, there are Kusiness men and
women ready to expand, ready to hire new
workers, stopped cold by the fear of litiga-
tion. All told, when you add in indirect ex-
penses, lawsuits cost this economy $300 bil-
lion a year. And it’s time for reform, time
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to replace the explosion of mindless litigation
with a little common sense.

I have called on the Congress to pass re-
form in this area. It's a crime when you have
people that don’t dare coach Little League
baseball because they're afraid they're going
to get sued or doctors unwilling to deliver
babies because they're afraid they're goin
to get some malicious malpractice suit ﬁleg
against them.

I know the business people here would
agree with this one, but we've got to keep
our Nation on the-cutting-edge-of new tech-
nologies. That's why I've proposed record
Federal funding for R&D, research and de-
velopment. It'sswhy-we-back-initiatives-like
one I signed at the White House last October
to-ereate-a-batteryconsortitimto"pioneer-a
new.generation. of eleetric.cars. And in the
global competition, it's going to come down
to this: The best way to master new markets
is to make them.

And if we want to be more competitive,
we have got to encourage investment. That’s
why I've called on Congress to pass my in-
vestment tax allowance, speed up the front-
end depreciation so people can buy capital
equipment and write it off faster. And addi-
tionally, Congress ought to cut the tax on
capital gains so we can compete with foreign
interest. But political demagogs call that a
tax break for tﬁ(e) rich. Let me tell you some-
thing, you know what it is in Japan and Ger-
many? Zero percent and one percent. And
we're up there in the stratosphere some-
where.

We have got to provide our children, in
addition, with a 2lst-century education,
today. And we won't have a first-class econ-
omy with second-rate schools. To have the
best economy, you have to have the best edu-
cated work force. And that’s the idea behind
our wonderful program known as America
2000, America 2000 strategy, our plan to rev-
olutionize, to literally reinvent America’s
schools.

And finally, we’ve got to work to open mar-
kets around the world to American goods.
Earlier this year, some of the people here
today went with me to Japan. Ans we all took
a little grief, a little flak in the press for that
trip. But the fact is, that trip laid down a
marker. The business community is begin-
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ning to understand this. It signaled to our
trade partners that I am very serious about
free and fair trade. Level the playing field,
and American workers and American busi-
ness can compete with anyone. And we’ll
keep pushing to open markets that for too
long have been closed to quality American
goods.

We've-already seena payoff: new markets
for America in Japan's computer, glass, and
paper market, all as a direct result of that
trip. And American access to the Japanese
Government. mainframe..computer .. market
alone could mean an additional $5.5 billion
in computer sales.

And we've seen positive steps in the auto-
motive industry as well; not everything we
want, but we've seen positive steps. Japan’s
auto industry intends to purchase an addi-
tional $10 billion worth of U.S. auto parts
by.1994: And the benefits won’t simply flow
to the Big Three. Detroit-Center Tool re-
ports-that-its sales in"Japan will ‘jump 500
percent this year alone to $30 million.

And that trip was the beginning of an im-
portant process that we are going to con-
tinue, opening markets agsund the world.
And that also means, in my view, a successful
conclusion to the Uruguay round, GATT
round. It's absolutely essential that we open
markets, reduce these barridrs.

So far today, I've talked about my plan,
my plan to get the economy growing again
and to get l’iis country reafly for the chal-
lenges of a new cen So{et me repeat,
here’s what I'll do, and give it to you straight:
I will veto mandates that pass the buck to
business and hurt competitiveness. I will veto
job-destroying tax increases and fight for job-
creating incentives. And I will fight to open
markets around the world to American prod-
ucts. And I will fight against the forces of
isolationism who want us to turn our back
and run away from the future.

That’s some of what I can do. And here’s
what you in the business community must
do. But if we’re going to work together to
make America more competitive, you've got
to continue your commitment to train and
retrain your workers, give them the skills
they'll need to cope with a changing work-
place. And to help workers adjust to new eco-
nomic conditions, Government can help, too.
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For example, last week a Department of
Labor task force was here with the rep-
resentatives of the UAW and GM on just that
issue. Also, you've got to continue to build
on recent progress that has labor and man-
agement working as allies, not adversaries.
No company can compete when it is a war
within itself. And you've got to fight for for-
eign markets, make the commitment for the
long haul.

I, a long time ago—and I hate to bring
it up in a room of successful business people,
like the one that’s here today—but was in
a business, started the small business. And
I think I know what it’s like. I do"know what
it’s like to sweat to make a payroll, to run
risks, to succeed, and to overcome setbacks,
too. And we all know how to measure per-
formance. Performance is measured by per-
formance improved: people back at work, as-
sembly lines up and running, putting out a
superior product, and bringing in a profit.

I want to close today, before taking a cou-
ple of questions here, by saying, I know when
I decided to come here I was going to a great
city—been here many times; I've %een privi-
leged to be your guest at the Economic Club
several times—going to a State that’s experi-
enced hard times. But I came here for that
very reason: to look you in the eye, and to
tell you what we are going to do to turn this
economy around. And I iave too much re-
spect for the people in this room, too much
respect for the men and women who work
the assembly lines, to expect you to settle
for anything short of the truth.

And yes, we're in an election year. We're
in a highly partisan, shrill, not overly pleasant
election-year. And when the rhetoric heats
up, it gets tough separating the fact from the
fiction. Well, I can tell you this: All the quick-
fix schemes in the world will not get us where
we want to go. Some of them have wonderful
political appeal, but they’re not going to get
us where we want to go. And the plan that
I've laid out today will help America take on
the toughest competition and win.

And so, let’s not wring our hands, to
run away from a challenge. We've never done
that. Let’s do what America always does
when challenge comes our way: Let’s change
America for tie better. If we can install our-

selves through action and principle as the un-
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disputed leader of the free world, a leader
with newfound credibility around the world,
we can do the same thing here at home.

So I ask you to join me in this challenge.
Join me in supporting these objectives I have
spelled out, and we can and will chan%e
America and help the lives of every single
American worker and business person in ti
country.

Thank you very much. And may God bless
our wonderful country. Thank you.

Governor Engler.Thank you very much,
Mr. President, for that wonderful address
and that economic plan for our country. And
now we have some specific questions that
have been submitted by members of the De-
troit Economic Club and some special guests.
The first one actually—I'm sure that Chris
McAllister from J.R. King Elementary
School, who says “grade six” at the bottom
of the card is not a member, but may be
a guest here today. And he asks a question
that’s on the min({‘; of a lot of people: Presi-
dent Bush, why did you choose a Texas plant
over Willow Run? ' :

The President. Let me take that question
very seriously because—and I am reluctant
to make it this definitive. I was told today,
I hadn’t seen it because I don’t read too
much of what Senator Riegle, says, but—
[laughter]—I was told today—¥'m very seri-
ous about this because this a challenge to
my integrity as President of the United
States, and when it gets on thaj basis I take
it seriously. And I was told by the Governor
and I was told by a Congressman that I was
accused by that Senator of interyening in the
GM process, the private sector hgocess. And
I'm standing here to tell you with everything
I can muster that I made no such interven-
tion. And I take it as a direct attack on my
character to have a United States Senator say
that. It is a bald-faced lie. And Bob Stempel
is right when he said it is.

That sixth grader is on to something.
[Laughter]

Governor Engler. The UAW, AFL-CIO
is actively working against your reelection.
With times as tough as they are right now,
what chance do you see of winning the rank-
and-file worker in a State like Michigan?

The President. Well, 1 saw the UAW
seems to be supporting Jerry Brown. That

is
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may not be accurate; I don’t know. Look,
one, there’s time for politics; two, there’s
time for trymﬁto lead this country. These
are good people. Their families are hurting.
Some have a job today, not sure they'll have
it tomorrow. And so my answer to them is,
I want to change this economy.

And I tried to spell out gere today, and
I hope some of them heard it, a program,
a seven-point incentive program plus a
broader program that will, indeed, get this
economy moving now and stimulate it, and
then we'll also be sure that we are competi-
tive into the future.

So I would like to address myself—I know
that the unions early on decided they were
going to support somebody else for Presi-

ent. But for me, this transends a political
endorsement or political opposition. We have
got to get the economy moving. There’s a
lot of families that are hurting out there, and
I think what I've proposed here today is the
answer.

Governor Engler. As a businessman run-
ning a 60-employee family company, I must
run a tight ship in order to survive in a dif-
ficult economy. What can be done to see that
our Federal Government begins now to re-
duce America’s $2 trillion debt so we can
enjoy a prosperous economy in the comin
years? That’s from David Keller, and relates
to that is another card that has a question:
What is the status of the line-item veto?

The President. The debt is an enormous
worry. And for those who live and die by
polls, really for the first time, the deficit and
debt is about number one, I believe it is
number one in the polls. I'll give you an ex-
ample of what we're trying to glo with it. One,
I'm going to try to keegl the caps on discre-
tionary domestic spending. Government is
too big, and it spends too much.

And right now I'm in a big fight in the
Congress. The 1990 budget agreement did
place caps on all discretionary spending. It
did not touch the part of the budget that’s
growing the fastest, the entitlements, but it
did put a cap on domestic spending. And now
the Democrats in Congress, not all of them,
thank heavens—are trying to remove the
caps. They're saying this: “We can take de-
fense cuts now,” and I've proposed $50 bil-
lion, and some of them are saying, “Oh, we
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can do more. We'll take $150 billion.” And
that would cut right into the muscle of our
defense and make us unable to respond to
any eventuality around the world. But they're
trying now to say, we’re going to take that
defense ending and spend it, defense
money and spending it.

And I'm saying, no, we're going to keep
up what they call the firewalls, the dif-
ferent—the caps between, on defense and
the caps on other domestic spending. And
when we cut defense by the $50 billion I
recommend, we will use that to reduce the
Federal deficit.

And I'm in a whale of a fight in the Con-
gress to do just that. And that is small com-
pared to the overall size of the deficit, but
it is a beginning. And again, I need your help
because we are outnumbered in a fight like
this. It is too easy in an election year to prom-
ise some new Government spending pro-
gram. And I have got to fight it.. I have got
to keep the caps on and I've got to apply
the reductions in defense spending to this
deficit to show the American people that we
are concerned and we don’t want to continue
mortgaging the future of our young people.

Governor Engler/y We have time for
about three more questions according to the
watch I was given. So:President Bush—this
is sort of like the old, “Ask George Bush”
program that I remember from the Vice
President’s days—President Bush, do you
have any plans for changing antitrust laws to
enable a closer relation: h? tween Govern-
ment, business, and labor

The President. There’s a review going on,
and I don’t know how it’s going to come out.
We have tried to lighten up on this concept
that was overly restrictive on antitrust, where
businesses couldn’t even talk to each other
for fear of antitrust attacks on them when
they were trying to improve things generally
in ze community, for example.

I can’t give you a definitive answer as to
how that comes out. I do think we've got
a ways to go before we can certify that the
antitrust laws are not excessively burden-
some; they are excessively burdensome. And
I think by still protecting against monopoly
and against conspiracies so prices go up,
there’s a way that we can go to lighten up
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on antitrust and to be sure that these laws

_do not set us back from competition abroad.

You know and I know that many people
in foreign competition target industries. They
get together. They have what you call finan-
cial centralized planning. We don’t do that
in this country; but I think we've leaned too
far the other way when it comes to the tight-
ness of antitrust. So we’re taking a hard look
on it, and I hope we can still protect against
monopolistic practice and stll lighten up so
that we can be much more competitive
around the world.

Governor Engler. Fearing the loss of
jobs, big labor opposes the proposed free
trade agreement with Mexico. Why do you
feel the agreement will be beneficial to the
United States?

The President. In the first place, I am

absolutely convinced, absolutely convinced

that in passing the NAFTA, the free trade
agreement with Mexico, we call it the North
American free trade agreement, it will create
more jobs. I'm convinced that it's good for
the environment. I believe a more pros-
perous Mexico, and there’s going to be pros-
f;z:;rity on both sides if we can get the proper

ind of agreement, will be able to address
itself to these environmental problems. I be-
lieve a more prosperous Mexico will be an
even better market for U.S. goods.

And so, I do not accept the wisdom of
some that says that a free trade agreement
is going to result simply in an export of jobs.
It is not going to do that. And I believe that
we ought to keep pressing for it. I don’t care
what the politics of it are; I think it is best.

And T want to do exactly the same thing
this NAFTA, this North American free trade
agreement—I want to do exactly the same
thing with the successful conclusion of the
Uruguay round. And Michigan has a lot of
agriculture. And I believe that if we are suc-
cessful, we will be opening up all kinds of
markets abroad for agriculture. I think we
can do better in property rights.

And so we have two major initiatives in
international trade. One is the NAFTA,
which is mainly with Mexico and Canada, of
course, and then I want to follow it with
opening trade south of there. And secondly
is the Uruguay round. )
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And the other point I want to make on
this hemisphere is this. We look at the
changes that have taken place in the former
Soviet Union. And we look at the changes
that are taking place in Africa, for example,
South Africa and Zambia. But sometimes we
don’t look into our own front yard, the excit-
ing markets of Latin America. And there,

e a look at what's happened: Military dic-
tatorships have given away to democracies.
Communist regimes, a la Nicaragua, have
given away to democracies. And there’s only
one holdout against democracy in this hemi-
sphere really, except for the problems in
Haiti. It’s Cuba. It is Cuba. And democracy
is on the move.,

And what I want to do is help find ways
to strengthen those economies so they can -
be not only perfecting their democracies but
be better markets for American goods and
services. And it is an exciting message down
there. We are doing a first-class job on work-
ing with these Latin American, South Amer-
ican countries. And we ought not to neglect
it.

And whil;a saying neglect, let me add this -

oint—too long ap-answer to a very simple
guestion-—but gltafn‘ias been suggest:;{l thalt) I
turn my attention away from national security
matters and foreign affairs. I don’t think a
President should go that. I think it’s impor-
tant to find the right balance between doing
something for the dpmestic economy but rec-
ognizing that it’s the United States of
America that can le&d this free world. And
I am not going to neglect my responsibilities
overseas, but I darn sure am going to pay
as much attention as it requires to get this
economy moving, C

Governor Engler. This is another ques-
tion from a youngster, Calvin Paines, I be-
lieve the name is, from ]J.R. King School in
Detroit: Will their be jobs for black children
in the future? :

The President. I hope there will, and I
think there will. And one of the reasons I'm
so excited about America 2000, in which
many of the business people I see sitting in
this room are already assisting, is that our
education program- will result in just that
kind of opportunity.

I met with some people from the National
League of Cities, and one of the things that
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concerned this—this is a little addition to this
guy’s question—they told me, the mayors
from big cities, small cities, Democrats, Re-
publicans, liberal, conservative, “The thing
that concerns us the most about the urban
Eroblems is the decline in the American fam-
y.

We have appointed a Commission led by
Governor Ashcroft and former Mayor Strauss
of Dallas to figure out what we can do, what
legislation is diminishing the family. And un-
derlying it all is the need for more education.
And so I would say to this sixth grader, I
think you've got a whale of an opportunity.

And let me say this also: I have been dis-
turbed by kind of an ugliness out there.
When things get tough, one person loses his
job to another, people are uncertain about
the future. They've lost confidence in the
country, maybe in the President, certainly in
the Congress, I think, too. But nevertheless,
when that happens somehow an ugliness
crops up. AndP Yet me say this: Let’s leave
this politics aside. Bigotty and discrimination
and anti-Semitism have absolutely no place
in America. And I'm going to continue to
stand up for that principle:

Governor Engler. T have in my hands the
last question. I was going to ask this one first,
but it’s unsigned. It starts out, Governor John

~ Engler has done a heroic job—{laughter]—

and it goes on. It could stop there but, no,
Governor John Engler’s done a heroic job
working to stimulate growth in Michigan’s
economy by sponsoring the cut-in-cap plan
for property tax relief. What can be done at
the F eger level that would have similar im-
pact to Michigan’s cut-in-cap? And that will
be the last question, Mr. President.

The President. Well, give me another one
because I think I answered it. I hope I an-
swered it in my remarks. And so it’s not fair
to take you over that turf again, so I'll take
one more. .

I believe the best thing we can do is to
incentivize this economy. Control the Gov-
emnment spending as best one can; that
means sometimes vetoing legislation; lighten
up on the regulatory front; and then, in a
longer vein, more, better education. And I
think that’s the answer to this economy.

But give me one more because that’s not
fair. Maybe it’s not.
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Governor Engler. I just like the question
a lot. [Laughter] We'll get to one more here.

The President. What about the one that
says Engler’s screwing it up, we’re not going
to——T{laughter].

Governor Engler. Passed over that one
right away. [Laughter]

We'll end on a political question here. As-
suming you will EZ nominated, overall, do
you think Pat Buchanan’s campaign efforts
will hurt the Republican Party chancés in
November? -

The President. My answer to that ques-
tion is, no. I am going to continue to try to
run what I hope has been a high-level cam-
paign. And I'm going to try to keep focusing
on the issues. I'll say this, because it's not
easy to find a balance in a competitive elec-
tion year between how much time you devote
to the campaign trail, how much time you
s€end in the Oval Office trying to help peo-
gountry.

Last week on Super Tuesday, we had eight
States. And I felt I should at Jeast make an
appearance in each of the efght States so it
didp.’n’t look like I was taking something for
granted, turning my back on the people
whose votes were very, ve \ important in
those States. And so I went:to one, and I
think some drew the conclusion from that,
that was a little frenetic.

Super Tuesday was very, very good to me.
And we will now have our primary here and
in Illinois on Tuesday. I think that we've
found the right balance. I think in terms of
a primary challenge, the thing I must do is
not get after the opponent. Let him chart
his course, make up his decision on what to
do. And let me now spend much more
time—Super Tuesday out the way; Michigan
and Illinois by Tuesday—in trying to get
these things done that I have outlined here.

And then we’re going to be interacting
overseas. Of course, Yeltsin’s coming here;
Helmut Kohl, I think, will be here next week-
end. And there’s a lot of things of this nature
that I must attend to.

And 5o I can't fault somebody for challeng-
ing me. I feel very, very confident about win-
ning this primary. But I think now I've got
the proper balance as to how much—and it
wouldn’t help a bit to try to assess for you
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the opposition. That's what the elections are
about. : '

But I know these are nonpolitical gather-
ings, but if you're a Republican, please vote
for me on Tuesday.

Thank you very much.

Note: The President spoke at 12:50 p.m. in
the Grand Manor Ballroom at Fairlane
Manor. In his remarks, he referred to Jerry
Warren, president of the Economic Club of

- Detroit, and Robert C. Stempel, president

and chief operating officer of General Motors
Corp.

Points of Light Recognition Program

The President named the following individ-
uals and institutions as exemplars of his com-
mitment to making community  service

' central to the life and work of every Amer-

ican.

March 7

Volunteers of Sojourners’ Place, Inc., of Wil-
mington, DE

March 9 i
Barbara Tschetter, of Huron, SD

March 10

Volunteers of Parents Anonymous, of Buffalo
and Erie County, NY

March 11
Penny and Chuck Hauer, of Conner, MT

March 12

Volunteers of the Desert Chapter of the Bran-
deis University National Women’s Commit-
tee, of Palm Springs, CA

March 13

Jenny Richardson, of Portland, OR

{))vihgjest of Other

te House Announcements

The following list includes the President's
public schedule and other items of general
interest announced by the Office of the Press
Secretary and not included elsewhere in this
issue.

March 7

In the morning, the President and Mrs.
Bush traveled to Montgomery, AL, where
they attended a bass fishing tournament.

In the afternoon, they returned to An-
drews Air Force Base, MD, and then went
to Camp David, MD. :

March 9
In the morning,.the President and Mus.

Bush returned to the White House from

Camp David, MD.

The President met at the White House
with: .

—the Vice President; Samuel XK. Skinner,
Chief of Staff to the Presidenit; Brent
Scowcroft, Assistant to the President for
National Security Affairs; and members

‘of the CIA briefing staff;

—Samuel K. Skinner.

Later, the President had.a domestic brief-
ing in the Oval Office. Féflowing the brief-
ing, he met with: )

—leaders of Veterans of F oreign Wars,
Disabled American Vieterans, and the
American Legion; :

—Secretary of the Tredgury Nicholas F.
Brady. ‘

In the afternoon, the President had a tele-
phone conversation with Gov. Bob Miller of
Nevada to kick off Nevada 2000.

In the afternoon, the President met in the
Roosevelt Room with members of the Na-
tional Republican Senatorial and Congres-
sional Committees to discuss the President’s
Dinner, a joint fundraising event,

The President announced his intention to
designate the following individuals to the Ar-
kansas-Oklahoma Arkansas River Compact
Cominission:

United States Commissioner:

Ronald N. Fuller, of Arkansas. He would succeed
J.J. Vigneault III. He will serve as Chairman.
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HEADLINE: Knocking the System

BYLINE: W. JOHN MOORE

DATELINE: CHICAGO

HIGHLIGHT:

Dan @Guayle found the right rhetoric with his broadsides against the legal
system. But his proposed solutions face a fight from consumer groups and
lawyers.

BODY:

In the International Ballroom at the Fairmont Hotel, the tension mounts. The
600 litigators in the room have dined on good food, swapped trial stories,
saluted each others' accomplishments. All of them are battle-scarred veterans
of courtroom combat. Many have become wealthy because of their legal skills.

In the midst of the luncheon hubbub, Theodore R. Tetzlaff, chairman of the
Litigation Section of the American Bar Association (ABA), strides to the
microphone. The talk stops, the chatter ends. Tetzlaff is to introduce the
next speaker, Vice President Dan Quayle, who two months ago, at the ABA's annual
convention in Atlanta, harshly criticized the American legal system. Quayle's
Atlanta speech provoked a vigorous rebuttal from the ABA president. It alsc
instantly made the Vice President look like a populist challenging the
entrenched interests of powerful lawyers perceived as protecting their
livelihoods.

Now a less confrontational Quayle has come to Chicago to make peace. The ARA
scheduled meetings to discuss the details of Quayle's 50-point plan for legal
reforms. "This is not a lion's den," Tetzlaff began his remarks welcoming
Quayle, prodcing nervous titters from his audience. “Nor is it a petting zoo."

To the relief of the assembled lawyers, the Vice President this time avoided

a direct attack on their profession and his. But Guayle did not retreat from a
50-point plan that would, among its highlights, restrict punitive damages, limit
pretrial demands for information and force the loser in a 1lawsuit to pay the
winning side's legal fees. (See box, p. 2845.) Nor did Quayle abandon a popular
theme. Americans, Quayle told the lawyers, "believe the current system favors
the rich, big business and the lawyers.”

Lawyers have much more than Dan GQuayle to worry about. Many of Quayle's
recommendations provoked them to harsh criticism. But concern is growing about
a legal system that amply rewards attorneys without necessarily providing
justice. "The chord Quayle touched was the discontent with a legal system that
is expensive, complex, unresponsive and unaccountable," said Leonard Steinhorn,
executive directar of HALT-An Organization of Americans far Legal Refaorm. -



Services of Mead Data Central, Inc.

PAGE
1991 National Journal Inc., National Journal, November 23, 1991

"When you talk to foreign businessmen and government officials, you hear that

our legal system is the subject of ridicule around the world," added Richard K.
Willard, an attorney with the Washington law firm of Steptoe & Johnson and a
former assistant attorney general in charge of the Justice Department's Civil
Division.

Quayle's proposals came as both medical malpractice and product liability
legislation are pending on Capitol Hill. The pro-business Washington Legal
Foundation (WLF) has launched attacks on excessive contingency fees in
California and New York. "Every unscrupulous trial attorney who rips off his
client with excessive contingency fees is on notice that WLF will carry its
program from coast to coast," WLF general counsel Daniel J. Popeo said.

In a flood of books and articles, conservatives have attacked the torrent of

litigation they say burdens the court system, damages American competitiveness
and rewards lawyers with huge fees while the victims are forced to play in a
lottery system that provides riches to some but leaves others penniless.

Walter K. Olson, author of The Litigation Explosion: What Happened When
America Unleashed the Lawsuit (E.P. Dutton, 1991), in an interview blamed the
surge in lawsuits and rising litigation costs on a breakdown in the
professionalism of the bar over the past two decades. 1In his book, 0lson, a
fellow at the conservative Manhattan Institute in New York City, concluded that
"the unleashing of litigation . . . torments the provably innocent and rewards
the palpably irresponsible.”

CATALOG OF HORRIBLES

Horror stories and statistical nightmares abound. Repeated endlessly by
critics, the most famous is 3bout the Philadelphia woman who, after undergoing
a scanning procedure, filed suit against her doctar. She alleged that the dye
used in the test had interfered with psychic powers that enable her to
communicate with the 17-century English poet John Milton. A jury awarded her $
986,000. The case was ultimately reversed.

There is the famous case of a woman who sued a state lottery after a ball
with her number on it dropped in and then popped out of the hole. Had it stayed
in, she would have won the grand prize of $ 3 million. A& jury awarded her the
jackpot, plus $ 400,000 for emotional trauma.

The driving force for these suits is legal entrepreneurs. "If you can make
this stuff fly, there is a tremendous profit motive here," Peter W. Huber, a
senior fellow with the Manhattan Institute, said.

Worse than these anecdotes, litigation critics say, is the plague of
lawsuits based on faulty scientific data or so-called junk science. Despite
thousands of lawsuits, and the occasional victory by plaintiffs' lawyers, most
courts have rejected claims that the anti-nausea drug Bendectin causes birth
defects. But those decisions came only after plaintiffs' lawyers rejected a $
120 million settlement offer from a pharmaceutical company as too low.

And then there was the spate of suits over the whooping cough vaccine in the
mid-1980s that produced millions for trial lawyers. There is no proof that the

vaccine caused brain damage. The great fear of the chemical dioxin led the U.S.
government to evacuate the entire town of Times Beach, Mo., in 1982 and spend
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$ 200 million on environmental cleanup costs. The health official whose
’ research on dioxin led to the evacuation conceded that he was wrong in a May
’ speech.

| But those tales may not reflect the reality of the legal system, some experts
noted. A recent study of personal injury lawsuits by the RAND Corp.'s
Institute for Civil Justice in Santa Monica, Calif., found that 10 per cent of
people injured in any type of accident filed lawsuits to recover damages. In
fact, only a small percentage of those seriously injured even contemplate a
lawsuit; and only a tiny fraction of them decide to file suits, the study
said. "Americans' behavior does not accord with the more extreme pictures of
litigiousness that have been put forward by some," the study concluded.

"What is offered rhetorically as the rationale for the [Quaylel proposals is
not supported by the empirical data," RAND researcher Deborah R. Hensler said.

In fact, there is evidence that the product liability caseload has eased a
bit over the past few years. Product liability suits filed in federal courts
dropped 36 per cent from 1985-91, according to the Administrative Office of the
u.S. Courts.

Other legal experts complained that Quayle has exploited growing resentment
of lawyers and court costs without understanding the realities of the legal
system. “What Quayle is doing is mouthing the platitudes of a conservative
group of business interests that he belives reflect the best interest of the
Republican Party," argued Andrew F. Popper, deputy dean of the American
University's Washington College of Law. "His rhetoric is shopworn, old school,
anti-consumer nonsense."

|
|
|
|
|
|
|
Nor is it likely to produce a winner. Like other efforts to reform the legal

system, the Quayle proposals face tremendous oppositions from a powerful

alliance of consumer groups and trial lawyers. No legislation to change product

liability or medical malpractice laws has ever moved far in Congress. Even an

effort to put railroad employees under a state workers' compensation system

covering all other employees instead of the tort system has never advanced in

Congress.

COMPETITIVENESS ISSUE?

Corporate laments about the legal system and the litigation explosion are
nothing new. Many of today's outrageous anecdotes sound familiar to people
acquainted with the liability crisis of the mid-1980s. Then, the issue was the
unavailability of insurance that forced the closing of city swimming pools and
the locking of the doors of neighborhood gyms. Efforts to deal with those
problems came to naught when insurance companies refused to promise that rates
would drop if various liability reforms were adopted.

Now the buzzword is competitiveness. Almost half of all U.S. manufacturers
have withdrawn products from world markets, according to recent survey by the
Conference Board, a business-supported group. A quarter of U.S. companies have
discontinued some forms of product research. Approximately 15 per cent of
companies have dismissed workers because of stringent product liability laws,
the Conference Board added.
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In some industries, the United States is no longer a world leader, the
pro-business argument goes. Twenty years ago, 13 U.S.-based pharmaceutical
companies conducted research on contraception and fertility. Now there is only
one, according to a 1988 American Medicaid Association report.

Meanwhile, the U.S. legal industry has flourished, with the number of lawyers
up 382 per cent between 1977 and 1989, according to the Commerce Department.
The United States has 20 times the number of lawyers as Japan per 100,000
population, reported Great Britain's Cambridge Law Journal.

Although critics dispute their contentions, officials in the light aircraft
industry say that product liability costs destroyed U.S. manufacturers. "We
have not built a single-engine airplane for five years, and that is the reason,‘
Jerry J. Pullen, corporate director-Washington for Cessna Aircraft Co., said.

In the four years of the Carter Administration, the industry built 34,000
airplanes, he said. During the eight years of the Reagan Administration, the
number was 10,000. Employment nosedived from 22,800 workers to 6,000 workers,
Pullen said.

virtually all of the recent lawsuits involving the aircraft industry have
claimed that faulty design or manufacturing defects caused a crash that resulted
in an injury or a fatality. But a Beech Aircraft Corp. study of 203 accidents
involving its products from 1983-86 that were investigated by the federal
government -- and in which the cause of the crash could be determined -—-
concluded that defects caused none of the crashes. Pilot error alone was
responsible for 70 per cent of the crashes, the study ordered by Congress
asserted. The average cost to the aircraft company to fight each lawsuit was
$ 530,000, the study said.

Neither the aircraft industry's laments nor the competitiveness arguments
hold water, according to some legal experts. According to the American
University's Popper, the U.S. aircraft industry made dangerous airplanes.
Moreover, during a recession, American manufacturers are not going to sell many
expensive aircraft, especially in the face of the cheaper labor costs fareign
competitors enjoy.

The scare stories, the competitiveness arguments and the growing dislike of
lawyers have encouraged a spate of old and new proposals in Congress. In the
face of rising medical casts, there is a renewed effort to change the medical
malpractice laws.

The Quayle package, which emerged from the White House Council on
Competitiveness, which he heads, is perhaps the most ambitious so far. Bush, in
late October, announced that federal lawyers would unilaterally adopt at least
some of these provisions by including the payment of legal fees in some cases
when the Justice Department or other federal agencies lose a case.

Quayle's proposal has met with a great deal of resistance. At a press
conference after the Vice President addressed the Litigation Section here, ABA
president Talbot D'Alemberte guestioned Quayle's entire approach. "It would not
be my starting point if you are going to use the word justice and couple it with
the word reform," D'Alemberte said.

Even those experts who could be considered friendlier to the proposal
questioned whether it can be turned into legislation. "They must know if they

LEXIS NEXIS LEXIS NEXIS




Services of Mead Data Central, Inc. @

PAGE 9
1991 National Journal Inc., National Journal, November 23, 1991

live in the real world that a lot of these provisions won't get adopted,” Robert
E. Litan of the Brookings Institution and the editor of The Liability Maze
(Brookings, 1991) said. Accarding to Litan, Quayle's proposals may be more

' about scoring political points than winning legislative victories.

|

On Capitol Hill, a long-standing effort to produce a uniform federal product
liability statute seems to be gaining some momentum. But its prospects for
enactment any time in the near future appear unlikely, at best. Despite rosy
predictions from the business community about the prospects for product
liability reform, Pamela Gilbert, the legislative directar of Congress Watch, a
pro-consumer group, flatly predicted that legislation won't pass Congress this
session. "I think they have lost momentum over the last year, not gained it,”
she said.

Opposition from consumer organizations is a key reason why product liability
reform may again be stuck in congressional quicksand. Although the Senate
Commerce, Science and Transportation Committee has approved a bill, it is
unlikely to reach the Senate floor until next year. Opponents include Judiciary
Committee chairman Joseph R. Biden Jr., D-Del., and Majority Leader Gearge J.
Mitchell, D-Maine. On the House side, Judiciary Committee chairman Jack Brooks,
D-Texas, remains a formidable foe.

But the real obstacle is not just Capitol Hill barons such as Biden, Brooks
and Mitchell; it's the Association of Trial Lawyers of America (ATLA). Their
alliance to raise campaign maoney -- mostly for Democrats ~- has made the trial
attorneys a powerful force for years. (See NJ, 12/8/90, p. 2962.)

At least one Senate Republican who has advocated various changes in the tort
liability system, Mitch McConnell of Kentucky, has a more limited goal at the
moment. Frustrated with ATLA's success in thwarting any legislation, McConnell
has devised a tactic to divide the trial lawyers and the cohsumer groups.
During the recent debate on the 1991 Civil Rights Act, McConnell, himself a
lawyer, offered an amendment that would have capped the amount lawyers could
collect from their clients at 20 per cent of the judgment awarded. Currently,
its' standard practice for lawyers to collect a third of the damages awarded,
but often, higher percentages are charged.

“If the consumer groups are so interested in the victim, then why aren't they
interested in capping fees?" McConnell said in an interview. "The plaintiffs'
lawyers are interested in victims only insofar as that gives them a lawsuit.
They are not interested in victims when it comes to distributing the proceeds
from the lawsuit. *®

|
\
\
\
\
l
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y FIGHTING THE LAWYERS
\
\
I
\
\
|
|
i
\
i
|
|

McConnell's amendment was handily defeated on the Senate floor. Consumer

advocates contend that any limits on legal fees should inflict equal pain on
defense lawyers as well as plaintiffs' lawyers. But McConnell intends to return
with this proposal.

1 “It would be important to show that the trial lawyers can lose," said

’ McConnell, who was strongly supported in his reelection bid by business and
‘ doctors and opposed by Kentucky's trial lawyers. "It would give people some
\
|

stomach. Any time any aspect of tort law reform comes up, people are hiding
under their desk."
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McConnell has no illusions about his chances. "The perception is that AIPAC

[American Israel Public Affairs Committeel is the strongest lobby in touwn.
Wrong. The strongest lobby in Washington by far is ATLA," he said.

Just ask the railrpad industry. For years, the industry has wanted to
overturn the Federal Employers' Liability Act (FELA), a 1908 statute that gives
railroad workers the right to sue when injured. It was enacted before most
states passed workers' compensation statutes. In Congress, legislation has been
introduced sporadically to repeal FELA, but only one hearing has ever been held
on the issue. (See NJ, 11/25/89, p. 2895.)

Railroad executives have long squabbled with the unipns over the issue,
calling FELA an anachronism in an era of workers' compensation plans that cover
employees in virtually every other industry. Railroad workers, by contrast, are
free to filed multimillion-dollar damage claims that, if won, can be far mare
lucrative than compensation plan awards. If workers losg, however, they get
nothing.

Figures provided by the railroad industry indicate that FELA has been
expensive for its member companies. Despite a drop in employees and fewer
injuries, claims have increased and damage awards have skyrocketed. In 1981,
according to the Association of American Railroads, railroads had 459,711
employees who reported 47,838 injuries. Payouts to workers totalled $ 398.5
million. In 1990, the number of workers had dropped by almaost half, to 254,661.
Injuries fell to 20,970. But payouts more than doubled, to $ 877.4 milliaon.

The FELA battle has been a classic business-labor confrontation. But the
railroads' position has received intellectual support from a surprising quarter,
the Council for Court Excellence, a3 federally supported organization involved in
civil justice issues. In a report released in September, the council called for
FELA's repeal, concluding that the existing system is "irrational.®" The FELA
compensation system is too expensive and contributes to the logjam in the
federal courts, the report said.

The council reported that FELA cases account for 5-8 per cent of all civil
trials in federal court. FELA lawyers were also criticized. Litigation costs
accounted for 43 per cent of the compensation received by victims, the study
said. It concluded that "the highest transaction cost in FELA cases is the
expense of attorneys' fees."

Samuel F. Harahan, the council's executive director, asserted in an interview

that "the forces that benefit from this system are keeping this anachronism
alive.”

THE QUAYLE PLAN

The Bush Administration's 50-point plan sends much the same message about the
costs and processes of the American legal system. The Vice President's message
boosting the plan is a relatively simple one: too much discovery, too much
litigating and, by extension, too many lawyers.

The public might like the sound of Quayle's proposal. But all of its key

provisions have been attacked. The proposed cap on punitive damages, for
example, is not even supported by friendly Republicans such as McConnell, who
said that the seriously injured deserved huge monetary judgments in some
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instances.

"Any study of punitive damages will demonstrate that the actual amount of
dollars spent is so small that it can not be said to have an impact on any
single industry, much less our national competitiveness posture," the American
University's Popper said.

According to several recent studies, the actual number of huge punitive
damage awards, of the sort listed as horrors by tort reform advocates, is
actually quite small. Punitive damages were awarded in 9 per cent of the
product liability cases won by plaintiffs from 1985-88, according to a
comprehensive study by Stephen Daniels and Joanne Martin of the American Bar
Foundation in a Minnesota Law Review article published last year.

The case studies also demonstrate that punitive damages are typically awarded
only in the most egregious cases of deliberate corporate wrongdoing, contended
Linda A. Lipsen, legislative counsel for Consumers Union of United States Inc.
"We're talking about cases where there is a smoking gun in the company's file,"
she said.

SHOULD LOSERS PAY?

Quayle's idea that the loser should-pay litigation costs alsoc has numerous
detractors. The so-called English rule, which Quayle calls the fairness rule,
is used virtually everywhere except in the United States. Its goal is to
eliminate nuisance suits and reduce the over-all amount of litigation.
Supporters of the Quayle proposal, such as McConnell, say the rule would curb
litigiousness by making those with grievances think twice about seeking redress
in court.

But critics believe the loser-pays rule would discourage the average citizen
from filing even 3 justifiable case, because an adverse verdict could result in
huge legal fees. "It is a total nonstarter,” the Brookings Institution's Litan
predicted.

The Consumers Union's Lipsen added that "it creates a court system for the
aristocracy.”

Guayle is aware that this provision has been called unfair. In his Chicago
speech, the Vice President added to his prepared text new language emphasizing
that the proposal would not deny anyone access to the courts.

In an interview, Quayle said that 3 similar proposal enacted on a trial basis
in Florida showed that the provision actually encouraged suits By thase seeking
smaller amounts of money because they were confident that the cost of the
litigation would be paid by their opponent. The Florida plan, Quayle added,
"had the opposite effect. It opened up access, it opened up doors and it
allowed grievances to be aired in court.”

The Bush Administration is so enamored of the fee-shifting proposal that the

President issued an executive order on Oct. 23 mandating that the government
experiment with the loser-pays provision in its civil 1lawsuits. Victor E.
Schwartz, a leader in the tort reform effort and a partner in the Washington lauw
firm of Crowell & Moring, saluted the federal government for first applying the
change to itself.
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But consumer advocates argue that the executive order could backfire if the
Justice Department finds itself paying huge legal fees to Wall Street lawyers
who win cases for savings and loan industry clients or alleged environmental -
polluters like Exxon Corp. Fear of losing a high-profile case could have
chilling effect on government lawyers, Congress Watch's Gilbert said. "Either
the government is going to [have to risk] paying millions of dollars in
attorneys' fees, or the government is not going to bring good cases," Gilbert
added. “Nobody has thought through the ramifications of this proposal.”

Some legal experts think the best way to try the fee-shifting proposal is in
corporate legal fights. Disputes between businesses are a major contributor to
the federal court backlog, they point out.

The fee-shifting arrangement would also be fairer in corporate legal battles,
the experts argue, because such contests are usually between two roughly equal
parties on a level playing field.

"The litigation explosion exists in one main area: where businesses are suing

each other," Lipsen said. "Why arent' businessmen saying . . . 'We can't

control ourselves?" ‘
\
!
\
1
1
\
\
\
|

Despite their criticisms of the Administrations' proposals and their track
record on Capitol Hill in rebuffing changes in the tort system, defenders of the
status quo conceded that Quayle's anti-lawyer attack has given some comph to the
cause of tort reform. “We're very concerned that an effort like this could have
and impact," Lipsen said. “They gin up people's distrust of lawyers and the
process."

0f course, none of this is really new. In his Commentaries on the Laws of
England written more than 200 years ago, the British jurist Sir William
Blackstone called lawyers the "pests of civil society, perpetually endeavoring
to disturb the repose of their neighbors and officiously interfering in other
men's quarrels.”

But those types of attacks have, over the years, had little impact.
According to the Newtown ( Pa. )-based Law School Admissions Service, 94,200
peaple applied to law school this year, for the fourth year in a row a record
number.

GRAPHIC: Picture 1, Manhattan Institute fellow Walter K. Olson, a leading critic
of the law profession The legal system "torments the . . . innocent and rewards
the palpably irresponsible.” Richard A. Bloom; Picture 2, American University
deputy law dean Andrew F. Popper He says that Quayle's tort reform "rhetoric is
shopworn, old school, anti-consumer nonsense." John Eisele; Picture 3,

Republican Sen. Mitch McConnell of Kentucky He wants to show that the trial
lawyers can be beaten. John Eisele; Picture 4, Consumers Union's legislative
counsel Linda A. Lipsen Businesses suing businesses caused the litigation
explosion. Richard A. Bloom
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Introduction

Mr. Chairman and members of the Committee, it is a pleasure to
appear before you to review the current state of U.S.-Japan trade
relations.

I would like to talk about:

o) The Administration’s trade policy with respect to Japan
and the achievements of that trade policy to date;

° The accomplishments of the President’s recent trip to
Japan in the context of our broader trade objectives with
Japan; and

o The future directions for our trade negotiations with the Oy NHH%

Government of Japan. %)Q %WUAM
U.8.-Japan Trade Policy uujé

The central objective of President Bush’s trade policy has
been to open markets, creating new export opportunities abroad and
stimulating growth, jobs, and prosperity at home. HL
MM
Since President Bush took office 36 months ago, a top goal of (c
that policy has been to expand access to thewworldts second largest We %
market economy: Japan. We seek to create an open and competltlve
climate in Japan where the decision to buy or sell is based on “Maﬁumﬂ
quality, price, and service, not on "keiretsu," c¢ollusion, or @m¥4} ’
protective industrial policies. o

If we are to have harmony between our two great nations, our
entrepreneurs must be permitted to trade and invest in Japan as
freely as Japanese entrepreneurs are able to trade and invest here
in the United States, This was the message that the President
delivered forcefully to Prime Minister Kaifu in their Palm Springs
meeting and to Prime Minister Miyazawa in Tokyo earlier this month.

To create this parity of opportunity with Japan, the
Adninistration has steadfastly pursued a comprehensive three-part
plan of action, which includes:

o) Elimipating barriers in specific sectors using all the
leverage at our disposal, including our trade laws;

o] Lowering economy-wide barriers through our Structural
Impediments Initiative, or our SII talks; and
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o Working hard in the Uruguay Round to negotiate strong and
enforceable multilateral rules, lower tariffs, and
increased access for U.S. goods and services.

UeBo= o T

Our policy is paying off. The results are showing up on the
profit statements and payrolls of America’s competitive companies.

puring the Bush Administration, UsSe¢wexportswtowdapan have%i:iﬁzz&n
grown 10 times faster than U.S. imports from Japan. Exports to
Japan have risen by 30 percent in the last three years, while U.S. Ma»&KL”
imports from Japan have increased by just 3 percent. As a result, owyrowt
our trade deficit with Japan has declined by 18 percent since 1988.

Japan is currently our largest single buyer of agricultural
products. Last year its purchases exceeded $8 billion.

In the critical.manufacturingwsector, U.S. exports to Japan
have been doing particularly well, growingw50+wpercent faster-than
overallwUySywexports«tondapany Over the past three years, U.Ss
exports of manufactured products to Japan have risen by 45 percent
and exceed 30 billion. This compares to a 34 percent increase in
U.8. manufactured exports to the world.

In 13590, Americanwexportswtowdapan, which is our second
| largest export market after Canada, weresgreater-than.our-exports
| toGermany,wFrancevand Italy.combined. In fact, our exports to

Japan are about 25 percent greater on a per capita basis than our
exports to all of Europe.

This remarkable expansion of exports to Japan in a relatively
short period of time hasvereated anvadditional 200,000 export=
related jobs. Globally, our exports have also done well; since
1988, export expansion overall has created 1.8 million U.S. export-
related jobs. Without our strong export growth, the current
downturn would be twice as deep.

We are encouraged by the fact our exports to Japan are
growing. But there is still much work to be done. Japan’s imports
of manufactured goods are still roughly 4 percent of its GDP,
whereas in the United States it is 7 percent, and in many European
countries it is even higher.

The issue still remains: we must have better access to the
Japanese market for U.S. exports of all kinds.

The President’s Mission to Japan

It was in this context that the President embarked upon his
mission to Japan earlier this month. It was a bold initiatiwve in
the Administration’s continuing effort to address the disparity in
access between our markets.
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The President accomplished much during his visit, achieving
increased access in:

o The $9 billion public sector market for gomputer hardware
and services. ThewluSuwcomputer industry projects.the
value of this market-opening agreement at between $3.5
billion and $5.5 billion annually by 1995.

o Thew$65 billion paper market in-Japan.

o) The""'$4"billionwglass.market, which our entrepreneurs
describe as a highly concentrated and anticompetitive
market.

o And, the new car market, which has been encumbered with
standards and certification impediments, restrictions on
the creation of dual dealerships, and excessive
distribution and dealer markups.

The President was alsc able to:

0 Obtain a pledge that Japanese car makers will iricrease

the purchase of U,S.-made auto parts from $9 billion to
$19 billion by 1994;

o Reach an agreement with the Japanese government on 49
standardsvanduscertification issues that have curtailed
our exports of cosmetics, processed foods,
pharmaceuticals, chemicals and industrial machinery ==
markets in Japan collectively. valuedwat more “tham "$23
billion annually; and

o Reach agreement with the Japanese Government to
reinvigorate the Structural Impediments Initiative by

undertaking new commitments.

No single visit to, and no single agreement with, Japan is
alone going to open the Japanese market as much as we seek. But,
as noted by a number of companies and trade associations, the
President’s recent initiative was a real success, because as the
President said upon his return at Andrews Air Force Base: "We
accelerated the opening of more Japanese markets to our exports."

Because of the President’s effort in Tokyo, American firms and
American workers today can expect billions of dollars of increased
experts to Japan. And, as we know, for-each$1billion..in
additienal exports, roughly 20,000 new jobs are created.

5till, some urge us to enter market-share agreements with
Japan or to limit its sales here. But such actions seek to manage
our trade or impose protections which will only decrease our export
opportunities and, hence, our jobs.
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Neither will solve our difficulties. Managed trade merely
sets ceilings on what U.S. companies can achieve, not floors from
which they can grow. And, it invites similar action against us
from our partners with whom we maintain a trade surplus.

As for protectionism, it is, as Milton Friedman has said, "A
really good label for a bad cause." Protectionism only hurts those
it is supposed to help. It stifles innovation by insulating
producers from the competitive global marketplace, at the same time
it taxes consumers, disproportionately lower income consumers, by
raising prices and reducing choices.

President’s Mission Part of cContinuing Effort

The only sure way to open Japan’s markets is with steady,
persistent pressure -- the precise strategy the President has
employed for three years. The President’s mission was another step
in that ongoing effort.

We sometimes forget how much concrete progress has been made.
Some of the agreements since the President took office include:

o Under a June 1990 agreement, Japan openad its government

procurement of gatelljtes resulting in a $600 million
contract for a U.S. firm.

o Japanese government purchases of gupercomputers were
opened to U.S. firms as the result of a June 1990
agreement guaranteeing fair competition based on price
and performance. U.S. makers have won three out of eight
new contracts since the agreement compared to two out of
43 in the previous four years.

o In June 1990, the United States reached an agreement that
opened Japan’s market for wood products. It is expected
to result in increased U.S. exports to Japan of $1
billion or more annually.

o Access to the Japanese telecommunications market was
expanded under a 1989 cellular telephone agreement, two
1990 services and equipment agreements, and a 1991
serviceg agreement. Since 1988, U.S. telecommunications
exports to Japan have increased 180 percent to about $735
million in 1991.

o The United States and Japan implemented a new
semiconductor arrangement in August 1991; U.Ss.
semiconductor sales in Japan now total nearly $2.4
billion annually compared with just $920 million in 1986.

o The 1951 Major Projects Arrangement on Construction contains
a list of 17 major construction projects valued at $6.4

billion to be covered by special measures that facilitate
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foreign access, with the potential addition of six more worth
$20 billion to be added in 1992. Since 1988, U.S. firms have
won $375 million in contracts, versus almost none previously.

o And, through the SII process, Japan has made specific
commitments to increase investments in public sector
infrastructure, more vigorously enforce its antimonopoly
laws, liberalize +the retail sector, and increase
shareholder rights, among others. All of these changes
in Japan are making it easier for U.S. firms to operate
and sell in Japan. For example, the SII process resulted
in the end of onerous Japanese restrictions on the
establishment of large retail stores, and enabled Toys R
Us to open last December to record sales.

T tur U.8.=-Japa de ons

I have focused the majority of my testimony on our bilateral
relationship with Japan. But - another important avenue for
increasing access«towthe.Japanesesmarket. is +to bring the Uruguay
Roun@“of“global-tradewtalks-to-a successful “econclusion. Our
bilateral agenda with Japan should be facilitated by agreements
concluded in the Round covering the broad range of U.S. interests -
- agriculture, market access, services, investment, intellectual

property and strengthening of the rules, including those related to
unfair trade practices.

President Bush used the opportunity of his visit to Japan to
engage Prime Minister Miyazawa on developments in the Uruguay
Round, and the need for Japan to exercise its leadership in
concluding these important negotiations. This is clearly reflected
in the Tokyo Declaration that resulted from the trip, as is the
fact that we have much work ahead of us to complete the Round.

Cone ion

The importance of the Round to our bilateral relationship
underscores the fact that the U.S.-Japan relationship has profound
implications for global preosperity in this decade and the 21st
century. We are at a pivotal moment in history that requires that
the United States and Japan go beyond interdependence and achieve
real partnership.

The permanence of the amazing political and economic reform we
are witnessing around the world depends in significant part on
cooperative action by the United States and Japan. As the world’s

two biggest economies, we play a critical role by keeping our
markets open.

We must find ways to dispel antagonism on both sides of the
Pacific and to work constructively to build a truly free and open
global trading system. A true economic and political partnership
between the United States and Japan, each with open markets, can be
a unifying force for the world and an engine of growth for our
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global economy, as well as our own.,
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THE WHITE KOUSE
Office of the Press Secretsry

For Immediate Release January 22, 1992

FACT SHEET
U.S5. JAPAN COMPUTER AGREEMENT

Today, United States Trade Representative Carls A. Hills and
Japanese Ambassador to the United States Ryohel Murata exchanged
letters committing the Japanese government to base 1its
procurements on the principles of non-discrimination,
transparency of computer products and services, and fair and epen

competition. This should create significant new sales
cpportunities for ‘U.8. manufacturers of mainframe and smaller

computers and workstations, U.8. software producers, and U.S,
service providers and system integrators.

Ambassador Murata's letter conveyed a set of detailed Measures
Related to Jspanese Public Sector Procurements of Computer
Products and-Services for government and quasi-governmental
entities to follow when procuring computer products and services.
that they have the "aim of

The "Measures" explicitly state )
expanding procurements of competitive foreign computer products

and services" by Japanese public sector entities.

Major provisions of the Measures include:

nt of Japan that foreign and

- Assurances by the Governme
accorded equal sccess te pre-bid

domestic suppliers will be
information.

== Coverage of both computer products (effective April 1, 1992)
and services (effective October 1, 1992 for governmental
entities covered by the GATT Agreement on Government
Procurement; effective April 1, 1993 for other covered

entities. )

Commitment to formulate technigal specifications in =
neutral, non-discriminatory manner and to ensure that
foreign computer manufacturers are provided with egual
opportunities to partieipate in the specification-

formulating study groups.

Commitment that procurement entities will reduce their use
of single tendering (sole Sourecing).
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of the factors to be used in

e Improved transparency
to award contracts based on

evaluating competing bids and
both price and performance.

- Establigshment of an impartial bigd
equitable, timely, transparent, an

procedures.

- Establishment of mechanisms
enforcement of the Antimonop

pProtest system to provide
d effective bid challenge

to facilitate procedures for the
oly Act in the public sector.

- Commitment to promote a multi-vendor open sysfems
environment.

The Unitaed States angd Japan agreed to hold periodic consultations
enting the Measures based on relevant

tO assess progress in implem
information as defined in the exchange of letters.

Ksy Statistigg

o The Japanese publi
services is estimate

Seclor. market for computer products and
d to have been g9 billion in 1990,

Computer products, including computer hardware,
peripherals, and packaged software, account for two-

thirds of that total, or 86 billion.

- The Japanese public sector market for computer
services, including systems integration and software
development, is estimated to have been valued at 83

billion in 199p.

o The government sector Computer market represents about 15%
of the total computer market in Japan. The overall (public

Oor) Japanese market for computer products

and services is estimated to have been s60 billion in 199p.
R T

° The Japanese market for Computer products and services is

Projected to grow 11.7

percent annually from 1990-1995,

- The Japanese government market for computer products
and services is projected to reach §15.8 billion in

1995,




Foreign computer companies currentl
share of the Japanese public sector mainframe somputer
-percent share they hold of

market, considerably below the 41
the private sector market for mainframe computars in Japan,

At theAnational government level, foreign computer companies
have only 0.4% of the Japanese government markst for -
mainframe computaers.

Data on the foreign share of the total market for computer
pProducts and services are not available. Data on the U.s.
share of the Japanese market are also unavailable..

Private sector analyste estimate that the incremental
increase in foreign computer products and services sold to

the Japanese government should increase by 83.5 -5.5 billion
by 1995,

Source: The Computar Systems Policy Project

y have only a six-percent




Statement by
President Bush and Prime Minister Miyacawa
on A Strategy for World Crowthx

President Bush and Prime Minister Miyazaws today announced A
Strategy for World Growth designed to strengthen the world economy .

The President and Prime Minister expressed cecncern that growth of
the world economy in 1991 slowed to the lowest level in .nearly.a -~
decade. . They recognized that the outleock for grovth of the world .
economy this year is weaker than pPrevicusly expected. This situation
could adversely affect the prospects fcr income and jobz, undermine the
efforts of nevly emerging democracies and the developing countries to
implement sound market-oriented economic reforms, and raises the
spectre of reneved protectionism.

The United States and Japan are the twe largest countrics in the
world economy, together accounting for nearly 40 percent of total
global production and mere than 20 percent of world trade. The
President and Prime Minister, avare of a special responsibility placed
on their countries by their position, recognize that each country needs
to pursue respensible economic policies that strengthen the
international economy and global trading systen. They have decided to
undertake domestic policies to improve grevth prospects, as a part of a
cooperative ¢ffort which contributes to the attainment of sustainable
growth with price stability and the promeotion ef glebal ecenomic
recovery.

Prine Minister Miyazawa, with these considerations in mind, stated
thac”the Government of Japan will submit to the Diet the €iscal 1992
budget and the Fiscal Investment and Loan Program aimed :t
strengthening domestic demand by increased public investment through
the central government and local governments, and contributing to the
wvorld through its official development assistance (ODA) and other
measures, despite tight fiscal conditions. Prime Minister Miyazawa
stated that the Government of Japan will moniter tha progress of the
above measures so as to assure that the expected effects are realized.
The recent decision by the Bank of Japan to reduce interest rates is
also intended to maintain sustainable growth with price stability.

Toward the same end, President Bush 2lso stated that he would be
subritting toc the Congress a comprehensive Prograz to strengthen U.S.
grovwth and competitiveness. The details of the program will be
contained in the President's State of the Union nessage and his budget
proposals for fiscal 1993 to be announced later this month. The
President noted that the recent reduction in interest rates reflected
the deternination by the Federal Reserve to facilitate U.S. economic

recovery and growth. The President alsc reaffirmed his commitmené te
schieve a substantial reduction of the U.S. budget deficit over the
rediun ternm.

The President and Prime Minister reviewed developrents in
finoncial markets and agreed that recent exchange rate movements waere
congsistent with current economic developments. They expressed
confidence that the above measures and developments will contribute to
correction of external imbalances.

President Bush and Prime Minister Miyazawa expressed their
continued support for engoing economic poliey coordination anong G-7
countries as essential for achieving their common objectives as
expressed in this statement. They stressed the importance of continued
cooperative efforts and called on other industrial countries to join
with then. : .



| & @ﬁh} 3“ TRR
'@ \ \‘;9 < Sy 16 " 3
e

QN THE U.S.-JAPAN GLOBAL PARTNERSHIP

The President of the United States of America and ths
Prime Minister of Japan declare:

EREAMBLE

From tragic conflict fifty yvears ago, Japan and
the United States have developed a highly productive
and mutually bsneficial relationship of close
political, security, economic, scientific, and
cultural cooperation. The two countries are novw
highly interdependent at all levels of their
gocicties. They base their cooperation on wusred
principles of political and economic frsedom,
democracy, the rule of law, and respect for human
rights.

The two countries recognize that this
cooper-‘;ion made an important contribution to
weathering the chill of the Cold War era and in
promoting four decades of global stability and
presperity.

The two governments recognize that today, in the
post-Cold War era, new political and sconomic
challenges confront the U.S.-Japan relationship.
Economic issues have assumed new prominence. To
ensure that the U.S. and Japan fully exploit
opportunities for cooperation, both countries place
the highest priority on taking effective xeasurus to
address factors underlying economic friction, vwith &
focus on issues in their trading and investaent
relations.

Japan and the United States recognize the
benefits to their societies of the clese cooperation
they have enjoyed in the post-war period #nd are
committed to building on this foundation to create an
even closer partnership. Both acknowledge that a
closer relationship must be constructed on enhanced
mutual understanding and shared interests. As the
two largest market orianted econonies and democracies
in the world, Japan and the United States accept a
special responsibility for shaping the nev era.

The two governments therefore resoclve to join in
a Global Partnership based on these enduring values
to help build a just, peaceful and prosperous world
and to meet the challenges of the twenty-first
century.




The U.S.=Japan alliance provides the foundation
for our Global Partnership. Together, both nations
pledge to: work together to maintain world peace and
security; promote develeopment of the world H
support the world-wide trend toward democratiszation
and market-oriented economies; and meet new
transnational challenges. To achieve these goals,
the two countries will cooperate to strengthen the
GATT multilateral trading system; reinvigorate the
U.N. organization: advance arms contrel and the
noen-proliferation of weapons of nass destruction;
assist the developing world to promote grewth and
stability; and protect and improve the globel-—
environment. The United States and Japan recommit
their resources and the talents of their psoples to
the purposes of the United Nations Charter.

As nations of the Asia-Pacific region, the
United States::::d Japan are committed to premsting
prosperity, reducing tensions, and anhancing
political cooperation in the region and to take steps
to strengthen the bonds of the Asia-Pacific community
while respecting its diversity. To this end, Jepan
and the United States recognize the Asia-Pacific
Economic Coopsratien (APEC) framework as the forum
for enhanced regional efforts to promote
markets, sustain dynamic economic growth, and build
political cooperation.

Japan and the United States will also broaden
the scope of their cooperation in the rest of the
world, including the Middle East, Central and South
America, Africa, and Burope, with particular
attention to supporting countries that are in
transition to democracy and market econozies. The
two nations will strangthen cooperation in their
respective economic assistance programs in the '
developing world to promote growth and stability,
help reduce the developmental gap between
industrialized and developing countries, enhance
respect for democratic values and human rights, and
apeliorate global problems, including environmental
degradation, refugees, illicit narcotics, disease,
and aging. ‘

(=) jcal d Se at

The U.S. and Japan reaffirm their cornitnents to
the 1960 Treaty of Mutual Cooperation and Security




alliance provides the political foundation on which
the two countries cooperate in assuming their
respective roles and responsibilities for securing
world peace and stability in their Global
partnership. The two governments pledge to maintain
and enhance the effectgve operation and credibility
of the Treaty and its related arrangenents.

As countries with vital interests in the
Asia-Pacific region, Japan and the United States
recognize the continuing importance of the defense
relationship to the peace and stability of this vast
and diverse region. The two governments will work
closely with others to reduce tensions and :
instability in East Asia and build regional political
cooperation in the post-Cold War environnent.

Aware of the need for continuing vigilance as ve
enter a new era now marked by instability and
uncertainty, the United States will maintain the
forward deployed forces nosessary to preserve peace
and - ability in the regica. Japan, for its part,
will continue to make available to the United States,
in accordance with the Security Treaty, the use of
facilities and areas in Japan and, under the nev -Host
Nation Support Agreement, will bear an increasing
share of the costs of stationing these forces in
Japan. Both countries will take steps to increase
cooperation between their defense forces and enhance
the two-way flow of defense technologies. The twe
countries agree to utilize fully the renewed security
Conisultative Committee mechanism to oversee their
security relationship.

Ecopomic_and Trade Relations

Aware of the high degree of interdependence of
their economies and mindful of the need to encourage
closer cooperation to promote conditions ot
sustainable real growth with price stability and
employment, the two governments are resolved to
enhance openness and oppose protectionism in their
commercial, financial, and investment markets. To
this end, Japan and the United States will strengthen
policy initiatives to reduce structural impedinments.

Japan and the United States further pledge to
make their economies the most open, productive, and
competitive in the world, thereby building a
sustainable trade and .investment relationship. They
will encourage private-sector initiatives to
strengthen further exchanges and cooperation between



Science and Technolegy

Mindful of their positions as wvorld leaders in
scientific research and technical development, the
two governments undertake to expand scientific and
technical cooperation, including basic research,
based on reciprocal access, for the benefit of both
societies and the human community. They pledge to
increase research on glebal environmental issues and
will take a leadership role in fostering an

international consensus on measures to maset this
challenge. ‘ |

c U 3

Acknowledging that communication and
understanding between peoples of both countries are
egssential to an enduring partnership, the United
States and Japan pledge to underf:%e and suppert
programs wh' "\ will advance the rich and diverses
intellectual, cultural, and public interaction
between their two peoples. The two governmsnts will
place particular emphasis on language training,
intellectual and educational exchanges, and

community-level programs designed to increase mutual
understanding. .

The President and the Prime Minister pledge the full
support of their governments to the purpeses of this
declaration to build the Global Partnership. The two
governments will develop new areas of cooperation in
support of common geopolitical, economic, and humanitarian
ebjectives in a manner that provides for an equitable
sharing of responsibilities and benefits.




Office of the Press Secretary
{Tokyeo, Japan)

For Immedjiate Release January 8, 19§

FACT SHEET: A STRATEGY FOR WORLD GROWTH
Concept: The Strategy

The strategy is an important declaration of the respectiv
commitments of Japan and the United States to economic growth. Th
strategy recognizes that economic growth is the number one issu
facing the world economy, and therefore is intended as
cocperative policy response to strengthen world economic growth
The effectiveness of the strategy would b= enhanced by expanding i
to include other countries, and we have initiated discussions wit
other G-7 members to obtain their views on how it could b
broadened.

Economiec Outlook

Growth in the G-7 countries slowed to 1.1% in 1991 from 2.6
in 1990. It is projected to recover to 2.0% in 1992,

Inflation in the G~7 declined to 4.4% last year from 4.8% i
1990. It is projected to fall to 3.7% in 1992.

The Government of Japan officially forecasts Japan's rate o
economic growth at 3.5% in FY 1992 (starting April 1). This i
based on a 3.6% increasc in domestic demand and a 0.1% decline fo
net foreign demand. Inflation is forecast to dec’ine €0 2.3% in F
1992 from 2.9%. i

Major Elements of the Strategy

o The strategy recognizes the special respeonsibilities o
both Japan and the United States to pursue policies that strengthe
the international economy and global trading systen.

° The strategy expresses a joint commitment tc economi
growth and to undertake cooperative domestic policies to improv
growth.

o The strategy could be broadened to include othe
countries prepared to support measures to increase growth.

o The strategy sets forth specific fiscal and monetar:
measures to support growth.

° Japan will submit to the Diet a budget to increas:
domestic demand as a means of achieving 3.5% growth and a declin
in the external surplus in FY 1992. The Japanese Government wil’
monitor progress cf these measures so as to assure that th
expected effects are realijized.

o The Federal Reserve has progressively lowered interes
rates over the course of 1991. The recent decline in the Fed'
discount rate by a full percentage point reduced that key lendin
rate to 3.5%, the lowest level in 25 years.

o On December 30, the Bank of Japan reduced its officia
discount rate by 0.5% to 4.35%.

(Note: Japanese FY 1992 runs from April 1, 1992 through March 31
1923. U.S. FY 1993 rune from October 1.1909 thratmh Coamtomboe 10
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 offics of the Press Sacrstary
(Tokyo, Japan)

FOR IMMEDIATE RNLEASE mury'o, 1952

PACT SKEXT: CONPUTER PROCURENENT

On January 9, 1992, the U.§5, Government and Japaness Government
reached an agreemsnt on Japanege publie¢ pactor computer
Procuresient. The Government 0f Japan will initiats measures with
the goal of expanding Japanese public gector computer
procursaents of compstitive foreigm soaputer products and
ssrvices. Given the conpetitivenass of U.8. goxputer
panufacturers, the ssasures sheuld lesd ¢e substantially
increased sales in the Japanese public sector market, The
agrecment also contains significant pProcedural improvszents,
including an impartial bid protest system, inoreased transparency
and reduction of single tendering dy Japaness Gevernaent
entities, PFurther, the Gevernment of Japan will commit to
promots 2 multi-vendor open systems environment.

According to the V.8, cemputer 1nduse:z, foreigm companies
eurrently have :ei percent share of the $16.1 dillion JaPhiuse
Private sactor mainirame market, But ¢aly ¢ ssroent uf the 83
billien Japanasa public sector mainframe markst. ‘(The VU.8.
industry estimatss the overall public sector market for coxputer
hardwars, including mainfrazes, at 86 pillien.)

This agresmant also covers government procurenent of cemputer
services which is the fastest growing sector of the markat.
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office of thes Press BeSretary
(Tokyo, Japan)

SIS B e

FOR IMNEDIATE RELEAGE | . Junuary 9, 1992

FACT SRENT! TELSCOMMUNICATIONS

U.8. tlrms are making significant progress in exporting

- tejecommunications preducts to Japan. In 1990 U.8., exports
.were $379.3 mililon, up from $323.1 million in 1989 an
$263.3 million in 1988, '

The V.8. leconnunications products trade defigit with
Japan wag $1.3 billion 4n 990, $32.1 billion in 1589, We
expect the deficitk will show alight decredss vwhen ginal
1991 figures sre available,

U.8.,~Japan telacommunications }elationl for the past three
eirs have been largely influenced by Section 1377 of the
988 Trade Act, which requires an annual tevievw of other

aountries! compliance witi telecommunicationas trade
agcespents wi the V.8. : ‘..

The 1989 review rasultsd in an agzeement which provides
foreign ‘firms increased acoess to Japan's mobile
communications markets, Yollowing the 1990 geviev,
agreements verd caachad 1lp:ov1ng !oroign access to Japan's
 i{nternational value-added network (IVAN) and digitsl

equipment markets, Purther agreessats on IVANS were
reached following 1991 reviaw,

The U.8. also conducks an annual raviaw of the Rippon
Telegraph and Telephone (NTT) Agrédment, which commity WIT
(Japan's major domestic telecommunications carrier) to
follow competitive procurement procsedures. MWIT procurepent
grom U.§. firms has risen steadily since the a resment went
into effect in 1981, ceaching #31 millica in 1990, But
foreign firme aocount for only about 4-5 percent df total
MTT purchases.

NTT zecently ahnounced s decision to purchase two U.8.
communications gatellites (valued at sbout $600 million)
whiech will be deliverad {n 1995. The procurement vas
conducted under the terms of tha 1590 U.8.-Japan Satellite
Agraansnt, :

Japan 48 setting up nationwide digital cellular telephone
service, expected to begin in 1994. The Hiniskry of Posts
and Telecommunications is ovornecing the process and has
appzoved Evo new oonsortia to provide this serviee in
addition to existing service providecs. ,U.8. firms are
wembers of both consortia, ' :



THE WHITE HOUSE

office of the Press Secretary
(Tokyo, Japan)

FOR IMMEDIATE RELEASE January 9, 1992

FACT SHEET: PAPER

Recent Developments.

By the end of March 1992, the U.S. and Japanese Governments
will agree on measures to substantially increase marke®
access for foreign firms exporting paper productis to Japan.

Further, the Japan Fair Trade Commission (JFTC) has decided
to initiate a survey on conditioans in the paper sector from
the competition policy prospective, before the end of March
1992,

And, under MITI's Business Initiative for Global
Partnership, the National Paper Merchants Association of
Japan annouaced, on January 6, a voluntary plan in which 37
paper distribution companies indicated their desire ko
develop business relations with foreign paper produce:s.

Background ' - e

Japan is the second largest producer of paper and
paperboard after the Unit:ed States. U.S. producers are
globally competitiktive.

Despite this, U.S. peneiraticr in the Japanese Marke®: for
all paper and paperboard produckts is only 2.2% of total
consumption, and penetration fzom all foreign producers is
only 3.7%.

In the U.S. market, despite raw materials and highly

competitive domestic manufacturers, import penetration for
paper and paperboaré is nearly 15% of the U.S. markets.

# # @



THE WHITE HOUSE

dffice of the Press Secretary
(Tokyo, Japan)

FOR IMMEDIATE RELEASE January 9, 1992

FACT SHBET: GLASS

Recent Developments:

The Grove-nment of Japarn will take stegs to substantialls
increase market access for competitive foreign €irms making
efforts to expnrt £iat glass to vapan, :ncluding the following:

--MI™I will facilitate the efforts of foreign firms to
increase sa.es in the Japanese market;

--MI=I will encourage Japanese companies to increase
imperts of £lat glass;

--»=TI and khe Japan Fair Trade Conmission (JFTIC) will
encourage ail Japanese glass manufacturers to put
anti-monopoly ccmpliance programs intc effect by Febrzuary
1992. Cne purpose of these programs is k. .nsure that the
distribution system is open to competitive foreign glass
manufacturers, '

--The JTTC will survey condikions in the glass market from
a competiticn policy perspective. That suzivey will start
before the end of March 1992;

ry will facilitate efforts of

--The Constzuction Minist
Japanese building codes;

foreign £izrms to meet

--and the Governmen® of Japan and the U.S. Government have
agzeed to meet in the future to exchange information on
glass issues.

8ackaround:

< The Japanese market for flat glass is aporoximately
USD 4 tillion per year.

° The construction market accounts for approximately 60% o2
flat glass consumption and automobiles 30%.

o Japan's domestic glass industry is highly concentrated.

o Japan's imports of U.S. flat glass have increased 5.7 times
frem USD 6.1 million in 1985 to USD 34.7 million in 1990,

4 & &



ThHb WALllBS nuusSs

office of the Press saecretary
(Tokyo, Japan)

FOR IMMEDIATE RELEASE January 9, 1992

FACT SHEET: STANDARDS, CERTIFICATION AND TESTING

Ta aédition to the automotive standards issues, the
Goverament of Japan has resolved or has established a procsss
te resolve 49 standards, certification, testing and import
procedures issues raised by American companies. These steps
will improve market access for U.S. exporters of industrial
machinery, caemicals, transportation equipment, processed £oog,
cosmetics and pharmaceuticals among others. The Government of
Japan has also promised to actively address market access
issues raisad by foreign businssses through the Office of the
Trade and Iavestment (OTC) Ombudsman.

txamples of the resoived complaints are:

1) -- Amené the Measurzement Law to eliminate the requirement
that each imported measuring instrument be tested.

2) == Accept foreign factory test data in lieu of certain
tests on imported pharmaceuticals.

1) -- Adost performance standards for boat engines.
4) -- Accept foreign test data on aeroscl can safety.

§) == streamline and make transparent import procedures for
imported storage batteries. '

6) == extension of the dpe:ating hours of the £ood and plant
inspection office at Narita airport.

7) == Reduction of required paperwork to obtain approval for
new suppliers of cosmetics ingredients.

8) -- Make standards for slot machines transparent.

In twelve cases, the Government of Japan has agreed to a
process for handling the U.S. concerns. Examples include:

1) The Japan Badminton association will meet in January to
discuss reduction of processing time for quality marks on
badminton eguipment.

2) An experts committee is reviewing meat pasteurization
standards and will issue recommencdations within the
calendar year.

3) The Government will review implementation of the Bigh
Pressure Gas Law by Cctober 1992, with & view toward
streamlining and increasing transparency.




THE WHITE HOUSE

office of the Press Secretary
- {Tokyo, Japan)

FOR IMMEDIATE RELEASE

FACT SHEET: MAJOR PROJECTS AGREEMENT

on June 1, 1991, the U.S. and Japan concluded the Two Year
Review of the 1985 Major Projects Arrangements, after nine
meetings. As a :gsult of the review, a formal exchange of

‘etters constituting a new agreement was signed on July 31,
1991.

The new agreement provides procedural improvements
including a simplified ranking system, new procedures f£or
design/build procurements, and a comprehensive complaints
mechanism featuring an independent procurement review board.

The agreement expands coverage to 23 new projects, bringing
the total number of projects covered to 40. Seventeen of
the 23 new projects, worth an estimated $6.4 billion, have
been approved for construction. An additional six
projects, worth an estimated $20.3 billion, are in the
planning stage.

The new agreement will be reviewed after one year to expand
the scope of coverage and adjust the procedures as
necessary.

The total value of contract awarded to U.S. firms under the
MPA since 1988 is approximately £375 million. A precise
figure cannot be determined because the U.S. share of
certain contracts has not been disclosed.

§ 4 8

January 9, 1992
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GLOBAL PARTNERSHIP PLAN OF ACTION (Part II)
(Economic and Trade Relations)

Successful Canlusibn ©f the Uruguay Round

Reinvigorating SII

Enhancement of Business Cooperation, Trade and
Investment

Computer Procurement
Paper Products
Flat Glass

Semiconductor

. Standards and Certification
Government Procurement
Financial Market

Legal Services

Policy Dialogue

- Auto and Auto Parts (Separate Document)
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As stipulated in the Tokyo Declaration issued on the
occasion of discussions between Prime Minister Miyazawa
and President Bush in Japan in January 1992, the
Government of Japan and the Government of the United
States of America, based upon the recognition that it is
essential to identify and solve economic and trade issues
for a smooth and sound management of Japan-y.Ss. econemic
relations, which are vital not only for the two countries

but for the world economy as a whole, are resolved to take

2 wide range of necessary actions concerning major
economic and trade issues between the two countries, as
listed below.

I. ucce 1 Co i a
" The two Governments undertake individual ang

joint decisions necessary for the conclusion of a
successful, broad-based Uruguay Round. Both the

United States and Japan believe that Director-General

Dunkel’s proposed text is an important step that
he.?s establish momentum to bring the Uruguay Round
to a successful conclusion. Of course, the Dunkel
pProposal is not a final text. Both Governments are
still continuing to analyze and assess the document,
The further important step is to negotiate improved
market access for goods and services.

II. invigorati
.The two Governments intend to reinvigorate the

siI“through Strengthening policy initiatives
including new commitments to address the aspects of

the business environment of both countries that might

impede structural reform including market access
foreign investments and competitiveness, while
fulfilling the commitments in the Joint Report of

June 1990,
III. Enhancement of Business Cooperatj de
Investment
1. The two Governments eéxpress their support for

the efforts made by Japanese companies through the
"Business Initiatives for Global Partnership" ang
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"Business Initiatives for Global Partnership"
will promote:

~ imports to Japan,

~ local procurement by Japanese affiliated
companies operating abroad, and

- cooperation between Japanese and foreign firms.
The two Governments also welcome that

- 88 companies and 22 industrial associations,
which account for approximately 50% of Japanese
trade, have expressed their support, and most of
those companies have made voluntary plans to-

promote imports, local procurement and
cooperation, and

-~ interrational corporate cooperation in such
areas "as production, sales, and joint
development of products has been progressing.

The Government of Japan will provide, for the
convenience of foreign companies, a list of contact
points of the companies making voluntary action

plans, and will follow up on developments under the
voluntary plans.

The Government of Japan intends, subject to the
completion of the domestic legal procedures as
necessary, to take the following supportive measures
in the next fiscal year in order to complement the
above initiatives by the private sector.

a. Measures to promote imports

For the purpose of accelerated improvement
of import infrastructure, "foreign access
zones" will be established to concentrate
facilities and operations related to
imports within and near international
airports and seaports around the country,
and to further facilitate the flow of
imported goeds.

The Government of Japan intends to

intensify the work of the Japan Import
Board.
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6.

- In order to support the efforts by private
companies to further expand imports under
such initiatives as "Business Initiatives
for Global Partnership" and to facilitate
raising necessary funds for imports, a
debt-guarantee system and import-promoting
credit line system will be established.
(The implementation of the import-promoting
credit line is planned for as early as
before the end of this fiscal year.)

b. Measures to promote direct investment into
Japan

= The Government of Japan intends to take tax
measures which would alleviate the burden
of initial cost of foreign-affiliated
companies (extension of the carry-over
period for losses from five to seven years

and acceleration of depreciation by 20% for
five years). :

\w‘.
- & government-financed corporation is +s
assist in securing man-power and giving
training.

Low-interest loans for promoting investment
into Japan will be expanded.

= JETRO’s service of providing

investment-related information will be
reinforced.

The Government of the United States of America

éncourages American companies to make the best use of
these opportunities.

The two Governments welcome the progress of
cooperation between U.S. Eximbank and EID/MITI for
the expansion of U.s. exports and the economic
development of developing countries, and welcome
MITI's expressing its intention to allocate, for
further expansion of this program, 5 billion dollars
of trade insurance resources in several years, which
together with U.S. Eximbank resources, could generate
more than 10 billion dollars worth of projects.

The two Governments welcome and support the
initiatives to strengthen and further promote
exchanges and cooperation between businesspeople and
the business communities of the two countries through

¢
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Iv,

vi.

the activities of such institutions as the Japan-U.S.
Businessmen’s Conference, the Japan-Western U.S.

Association, the Japan-Midwest U.S. Asgociation, the
Japan-Southeast U.S. Asgsociation, the Japan-Southern

U.S. Association, and the Japan-Hawaii Economic
Council.

The two Governments give support to the Business
Summer Camp/Intern Project for the purpose of
fostering business training on Japan for Americans
and encouraging more extensive dialogue between the
business communities of the two countries.

C uter cu

The Governrent of the United States welcomes the
decision of the Government of Japan to .initiate the
Measures Related to Japanese Public Sector
Procurements of Ceomputer Products and Services"
("Measures"). The Government of Japan initiates the
Measures with the aim of expanding Japanese public
sector procurements of competi-.ve foreign computer
products and services, based on the principles of

non-discrimination,”transparency, and fair and open
competition.

The two Governments expect that the
implementation of these Measures, along with
continued sales efforts by foreign firms, will
contribute to increased Japanese public sector

procurements of competitive foreign computer preoducts
and services.

Paper Products

By the end of March 1992, through cooperative
and intensive consultations, the Government of Japan
and the Government of the United States of America
will agree on measures to substantially increase

market access for foreign firms exporting paper
products to Japan.

Japan Fair Trade Commission (JFTC) has decided
to initiate a survey on conditions in the paper

sector from the competition policy perspective,
before the end of March, 1992.

Flat Glass

The Government of Japan will take steps to
substantially increase market access for competitive
foreign firms making effbrts to export flat glase to
Japan, including the following:
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- The Ministry of International Trade and Industry
(MITI) will facilitate the efforts of foreign
firms to increase sales in the Japansse market.

= MITI will encourage Japanese .companies to make
efforts to increase imports of flat glass under
its Import Expension Program.

= MITI and JFIC will encourage all Japanese glass
manufacturers to put anti-monopoly compliance
programs into effect by Pebruary 1952. One
purpose of these programs is to ensurs that the
distribution system is. open to competitive
foreign glass manufacturers. .

- The Government of Japan and the Government of
the United States of America will meet as either
side may deem appropriate to exchange
information relevant to the aforementioned steps

o JFTC has decided to initiate a“éurvey on
‘econditions in the glass .arket from the competition
policy perspective, before the end of March, 19%2.

Ministry of Construction (MOC) will facilitate
the efforts of foreign firms to meet Japanese
building standards for flat glass and other glass
building materials by holding briefing sessions for
foreign firms and making available English language
versions of all standards, consisting of the Building
Standard Law as well as relevant Cabinet Orders,
Enforcement Regulations and Notifications. The
Director for International Codes and Standards of the
MOC will serve, in this regard, as a contact point .
for foreign firms. )

emicon to

The two Governments, in recognition of the
importance of the 1991 U.S.~Japan Semiconductor
Arrangement, reaffirm their commitment to nmake
further efforts for increased market access and for
development of long-term cooperative relationships
‘between Japanese and U.S. companies through measures
specified in the Arrangement.

-] d n erti a

49 non-auto standards and certification
complaints have been resolved or will be resolved
through the Office of the Trade and Investment




*2936F(p.7) ¥

IX.

XI.

XII.

XIII,

Ombudsman’s (OTO) intensified efforts over the past
month. These steps will improve market access in
sectors such as industrial machinery, chenmicals,
transportation equipment, processed food, cosnmetics,
and pharmaceuticals. The Government of Japan will
continue to actively address market access issues

raised by foreign companies and others through the
OTO L) '

Goverpment Procurement

Last November, the Government of Japan decided
to take steps to increase government procurement
opportunities. These steps -should increase the
procurement opportunities roughly from 400 to 8§00
billion yen (approximately three to six billion
dollars). The Government of Japan intends to
implement from April 1, 1992, such measures as
increasing transparency in tendering procedures
(procurement notices written in English, extension of
the piriod for receipt of tenders), lowering ti..
threshol” ralue (from 130,000 to 100,000 SDRs), ana
widening che coverage (addition of <8 entities).

anci et

The two Governments intend to intensify the
efforts of the U.S.-Japan Working Group on Financial
Markets in order to achieve further progress in
liberalizing financial markets in both countries and
increasing transparency, access and competition.

ega ervice

Taking into account the important role lawyers
play in international transactions, the Government of
Japan will redouble its efforts to resolve issues
related to foreign lawyers (gaikokuho-jimu-bengoshi).

ic i ue

The two Governments intend to intensify
bilateral policy dialogue at all levels with a view
to enhancing early warning function on sectoral
economic and trade issues, particularly in such fora
as the U.S.-Japan Sub-Cabinet Economic Consultations,
the U.S.-Japan Trade Committee, the MOSS talks, ana

other working-level consultations on the sectoral
issues.

Auto and Auto_Parts (See Separate Document)
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Action by the Jopanese Side

1. Avtomcbile Parts

' =~ Japanese autonchile manufacturers as the attached :
~— made announcenents on US wiloobile parts purcheses goals,
These announcements were made voluntar{ly by Japenese automobile
menufacturers; besed mn th premle that U.S. parts suppliers will
meke thoir best effarts corresponding to those of Japanae euto-
- mbils manufuclurars and that automobile prodistion of Jepanese
effiliates In the United States would increuse Ly 0! from FY 1000

-'a;

'"donw (i m%msmm;ssz

h»-.ah

B Scon {n terms of w'cé“?.aza of Jocal "procs m'ocuremen{: 1n the ‘totair

TEATR g 5

puridisss of parta,_tho porcentage {s- amfm to increess 1 Wout‘f' '
AT INC LY

50% 1. FY. 1990 E6" 2b0ue 0K IR P 1084, Dy Sontrent, - ehd oo
of . {mporty fronJepah 15 Satad o, - decreass f f?om”ébé’m
hout: 0%, -

...__—§....\_

¢)  In meking ‘these procurements, spscial consideretion will be

given to tho IS parts industry, which is currently under a difficult
situation,

”
«
.
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As for Japenese impart of parts from the United Statés; it i
td tofdable £ron 2 b1 o0’ “dollars 1A FY 1080 a4 biillca

llar in r¢a1 terns). {n FY 1894

RN W, S

In sum. “the total Tof Jocal T proctmment {nite lh!ted d Statas
m export to Japan ({mporg By Jsban), §.e. total purchase of 1S

will increase by about 10 billion dollars — from sbout §
llzon do]lars in FY 1090 to ebout 19 “billien dollars in Y. 199&
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(Above flgures are calculated using the data collected by Japanese
Automobile Mahufacturers Association pursuant to the MOSS agreemnt. )

—_ wnl furthér strengthen such efforts as: ¢
a) prormting design-in (332 angoing cases and 271 succesfully
completed c«.sw as of Januery 1991). '

| expanding_R&D centers in tha S (7 centers of.8 firms with

b)
1,400 employees, expected to Incresse to 2,200 employees in the

near future) ‘end
essisting US parts suppliers to develop long=term business

c)
relationships.

— The Japanese government announced:
“—— assistance for design~in treining in Japen for engineers of US parts

manufacturers, sales missions to Japan and other measures to assist
the US parts manufacturing industry (FY 1002 budget: 1.5 million
dollars); and
== further improvements {n tax and financia! incentives to prumvle
' imports £o and ‘investments in Japan (e.g. tax incentives for busi-

-2 - ,
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ness establishaents of foreign firms (extension ot loss carryover
periods, accelerated depreciatioﬂ of buildings, ete.), low interest

. rate loans, debt guarantes facxlitxes, ete.) In order to promots

‘the Tniti nmvﬁ for Business Global Partrership.

— Jepean Falr Trade Oomnlssion has decided to injtiate a survey on condi-
tions in the sutomebile parts sector from the competition polley pers
pective before the end of March, 1962. '

'.___w

2. Autombxles

— Jepanese automobile dealers associations publicly reconfirmed tieir
willingness to undertake 't ‘dealerships to sell US automobiles:

R -....\“ e

— Jpuissy automobile manufacturers as tha attacbed :
—= have elimlnated” m‘fgconsultatfor% requ‘ix%’mt-ciam in dealership

contracts, and mede it clear that <_3ea1ers may of their own free wiil
sell automobiles of multiple menufacturers in parallel;

heve oxprmoa, Including snma of those who have not hancled US
auluwbiles so far, tholr willingness to heln evpand the sales of US

wskomobiloo, They mede it.clear that, in 2dition to US-brand auto-

mobiles, the import of US-manufa.tm'ed Japanese~brand automobiles is
estimated to rise substantially. and

expressed their willingess to coo;;erate in expanding the sales
oppartnity for US auwnobiles in Japan. &nd have announced massures

P e e et B e o

such as providing Space to d‘splay US automobiles_at Seven | showrooms
for the tire belng in the Metropolitan Tckyo area.

'.A. .

— The Jepenese government:
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~~— has annowicsd that it will actively increase eppartunities for the

sale of farelgn autonobiles, through such meacures as bucgetary
. allecations (6.3 mi11{ongollers tn'FY 1962) ‘for e.g. holding foreign

utonobilo hoxs in apan (sftas wder eisideratien {neluds Togo,
Osaka and Nagoya) by er with assistence from JETRO ; end

~ has ennounced ‘that 1t will expend and strengthen tax and financlsl
Incenlives Lo premota {mporte and forelen | nvastmants IR the Jepe-
nese market with a view to promoting the Initistives for Business
(ahal Portaarchip, '

~ With regard to standards” and E@rtificgtion j_sg_p;'_eg \nder the Office of

Trade and Invootmont Crbvismen (M) procedrs, Of PR e

e (Y S RS B 1] T W

1992 Of the revathing elght: isies: siy e I resol (Rienvend Sieeita
i R TeReA R |
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= Jaan Tl AT Dol aeTon N it b i R ST
~Hiony {0 thESGELTIS Eockor F1o-the Campey vl e o] 1oy Per St
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Action by the U.& Side

~ The U.S. Governzent s committed to an economicelly vizble U.S. automo-
tive industry and to incressing exports of U.S. vehicles and auto parts
to Jepen.
e LlS Govpnmanh wm work o enhancs its efforts in the MOSS process.

— Recognizing the benefits ot cooperative sffurls Lo prexoto trado of

avtemobiles .and auto parts in en effort o address trade imbalances, the .

. U.S Government will draw upoh end expand existing programs, including
the U.S. Department of Conmerce g Expor-b Promotion Program, and the
USDOO-MITT Joint Trade Bxpension Program. As required, these progrems
will be tallored to mest the maeds of U.S. eutomotive industry.

— In addition, the US. Government will take the following lmedia‘oe
steps:
== As Chairom of tha Cabinet—lﬁval Traia, Progbion Goordinating
Comnittee, the Secretary of Commerce will give special focus to
measures promoting eutomotive exports and erhancement of overseas
presence by U.S. companies.

. —==" Encourags U.S. {ndustry to take full advantege of Japanese Govern=

' ment import promotion programs, including the tax and financial
fncentives (low interest loen, and debt guarantee facilities
anounced in the Initistives for Business Global Partnership). Tne
U.S. Goveriment will encourage U.S. Industry to wfilize the szven
ohowroons Tecently mAda Ryailable by Japanese dutenebile menu
facturers. .

h]
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i

- - — TeUS. and Jepesesa overnments
T -= peognize efforte made to date on the automtlve Lradé {ssue end
| - remain comitted to open markets.
f Both sides are comnitted to working cooperatively {n the MOSS
A fremework on this lssue

— Renewed efforts will be made in eccelerating 1np1ementation of programns
to increass sales opportunities of U.S. vehicles end auto parts in the
. Japetess morloto.  Special emphasis i1} be placed on implementation of
the MOCP Work Plan, agreed to by the Governnents of Jzpan and the thited
States Septenber, 1091
Thig &v:ludes, but s not limited to: ~
- iuplementm the study on the saurcing of aubomotive paris by U S.
) end Jepanese vehicle menufacturers,
L == omekIng RID contwx in Ik 1l 8 hy irmanooe mmpfacturasy,
~— increasing particzpatwn by U.S. companies in dwign—-in by Japaness
manufecturers,
—— encouraging perticipation in trade shoxs, including the Tokyo Motor
Sy -
——~ utilizing ’dxg 019,

S ..

\ o .Bncourage the improvement of 'aechnolo'gical infrestrueture and distribu~
Livi fetlitles of US parte suppliers tn taka fnl] advantage of oppor
" tunities in tha Japaness market

— The twogovernments: . . o
—= have injtiated a Japan-US Joint study regardi ng the trads opportunt-

\e

_.6 -
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to completing it by July, end

ties for automobiles with a view
de opportunities for eutomoblles

mitually seek ways €0 enhance tra
based on this study.
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MAZDA ANNOUNCES NEW TARGET FOR' BUSINESS
- COOPERATION WITH U.S. AUTCHOTIVS INDUSTRY

xazda Mutew Cocporition tnday anneunced 4 new terget in its
efforts to promote further business cooperation with tha
U.S. automotive industry. . . .

The new target outlines Mazda's policies for.further.

promoting increased purchaeing of U.5,-made parts and ,

materield &8 well as of U.5,-madé vehicles to be marketed i:

Jepan, Ha.de will focus its efforte in-ctheee twd main

areas, as follows: o y : .
-

1. Increased purchasing of U.S.-made parts 'ind materials:

mo Loatributa to a closer &nd gmoother economic
relationship Latweea the U.S, and Japan, Mazda is gcing
to further enhance puZchasing of U.S.-made parts and
matorials throughout the cempany. ,

Having set a new target for purchasing aef U.5,~-pade paxt
and matarials for fiscal 1994 (Apzil 1, 1994 to Xarch 31
1995), Mezda will continue to enhence its ongoing effoxt
{n this azea. Kazde will work to achieva the new tzrge!
level with the indispenseble support and efforts of U.S
parts suppliers in various areas, Ancluding quality and
priciag. , "

Speci'ﬁ.ca'lly, the new targst s'ets two goals, as follews

a. Mazda will increkse the amount of its purchesing of
loeslly-produced parts and materials ior use at Mazd
Yotor Mamnfantuxing (USA) Cozporation (MMUC), Mazde!

. U.S. plant located in Flat Rock, Michigan, irom $968

million for fiscal 1550 (Apxil 1, 1990 to Maxch 31,
% 1801) to moze than $1.9 billion for flscal 159:,
s R | .

b. Mexds will (ncrezse the amount of its puxchesing oI
U.S.-made parzs and malewials for uoe in Japan, fros
3210 million tor flanal 1730 =o approxinetely S4fil .
nillion for fiscal 1§94,




_ with this nev texget, xazda hopes that business

opportunxties fur U.C., parts sunp) eLs will farcher
expand. Over the coursé of its efforts €° schieve thio
‘new terget, Mazda 18 goiny Lo pey =hormgh chsider;tion
to incxeasing puzchasing especially from those v.S. P2TTS
suppriexs currently facing.difiicult cirecumetances:

Tncressed puzchasing of U.5.-mede vehitles to bBE
ma:kgted {n Jepant, . - ¢
s, Mezda it already.maakéting s varirty of imi?:ted :
vehicles through its domestic sales network: Ford vehlul

chrough AUTORAMA gitroén vehicles thzough EUNOS '
and lLancia vehicles thzough AUTOZAM. Mmzde

{s makiag efforts to further promots ¢he marketingd of
Luperted vehiclas in Japen through enhanced business

cooperation with foreign aptomotive manufacturexs.
4 . .

p, hs for {npoxts fxom the u.s., Mazdn is going to meke
ATIORLE Lu achiowo x_new 4.TaeT of importing 4,500 .
Ford vehigles-ui gdiooul 19387 (moze then goybie: Lt
amount fos $igcal 19980, april 1, 1080 to ¥avrch 3
1991), -Models {ncludse ‘the Ford Frobs, TeuIuvi.
whunderbi:d and Lihcoln-Cont*nantal, merkated ghrough
AUTCRAME, Mazde'’s joint-ventuze with rord. :

' L |
vor fiscal 1454, Ha<dd will riakm elforts TO fuwehar
increese. the {mporting ui ehoCO wehiriag, .

. Mpzda will vigoxously cooperata with sesd, by offexin

j ¢4 -know-how and experiance in the Japaneseé market °

with respect:to service, quality. pricing and parté
suppLY/ which axe prerequisitas for increased

merketing of imported vehicles.

- €. 1IN additi&h to Yes 342 szles outlets throuwghout JaP&

which deal in Ford vehicles, Hazda is exhipiting and
pzomoting'rord models in high-pzoiile, central Tokye
displzy arens 28 wall. : :

Asﬁan inte:n:tional compeY, Mezde hoéed th:éugh these

forts to-promotd positive {atexrnetional pusiness

coopexetion and contribute to the overall Jorld sconony.
‘e . ' * .
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Hitsublshi "Hotors Corporstion

_ NITSUBISKI MOTORS INCREASES
THPORTS & LOCAL PROCURTHEHT-OF AMERICAR-KADE PARTS

In the spirit of {nternstional ‘cooparation, Hitsublshi Hotors announced '

jts “Stretegies to expend purcheses ot U.S. Ocods" (a yeluntery proposel).

and Its "Business Globa) Parluership Progran” in Novemhar and Decesber
cespsctively lest year, In view of the fmportance of business relztionships
botveen Japgn pnd the Unlted States, Mitsubishi Hotors baé'decided 5 revise .
certsin targets st out {n.thote documents, &$ v.e}l' gs £o 2dopT 2 nev. .
asprozch to imciwést wrogurosents. \ '

1) Local Procurenent 8¢ Disnond-Star Hotors (OSH)

, Nitaubighi Hotors’has upwerdly revised the 1994 fiscel yeur target for

'_-~r£s'purchaEes lw 81.3°biliion which 1nn|ud§{ the o7 sahugw 'of Ehryﬁlnr- '
rade’ engines and transnissions. This represents a 2.3-Told {ncresse of

" the 5520 sillion emount sctually purchesed In FY 1890,

2) Increased Inports 6f Anérican-made Parés . FRY -
Hitsubishi Hotors has upvardly revised the 1894 fiscal year fareet for
perts’ izparts to $400-eillion in FY 1004, This represents 2 2.6 tines

increasé over the 1980 fisca) yeer {igure of $155 aillfon, '

3) In‘endeavoring to ochieve these targets, Hizsublshl Huluid vill glvo -
msxlpun consideration 4o ‘|ncreeaing Imports from the Aserlcan parts and
- conponents Industry vhich Is currently experiencine difficult tizes.

§) Hitsubishi Hotors vill diligently continue its efforts £6' achieve these
tergets.’ Mesnwhile, so thet'it may schieve ‘these tergets, H(;suBishi'
Hotors earnestly requests Amerltau suvs) 2P0 and affilintes to reke the
neéessari efforts to reel iL8 requiqonont: in teres of product quality,

. vei fereanon and prlce ' - v

.
- LI}
. o
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Hitsubishi Hetors Corporation
Contactt 03-5232-7165
" lISUBISUS JNTORS APPRAACHES TO THCREASE U.S. IHPORTS
1, On Decerber 24, 1001, Kitsubishi Hoetors onnounced in {ts "Buslncss Global

Purtnership Prograe” that {t vi1] Incresae the nuaber of Americen-zede
vehlcles.to be suld In tha Jusangsg rerket to 4.000 units vorth 10 billfen
ven for the 1995 fiscel yoari up from the 1890 fiscsl year figure of 2,043
units vorth 6.4 billion yen, Ia addition, in order to sctively promote
Amcrlcianadé passerger cor lmports, Hitsubishi Hotors hes revised the
sbove docupant to inerensd to £:000 unita In the 1095 flscel yesr,

"a fprther increass of &,000 unita.

" The sbeva kzroet s olanned to Include Chrysler-brand nodels produced

by Dismond-Stei " tors and future Chrysler cars produced by’ Chryslis

.‘._CorpbratSon. "This vi] roquire discussions vith Chrysler ragerding such,

satters os existing conneﬁu!al .lehﬁc. niris | ﬁglggt!on. udaptation-to
Jepanese speciications ond pricing. Hitsubishi Hotors, hevever, vill
d111cently neke en effort to resolve the sbove nattars and to echieve this
target. ‘ X . .o

Hitsubishl Motere hag repentodly stated that there Is nothing axclusive
sbeut the sales-ectivities of Its deslers. -To »vold any nlsundoretonding
by forejgn suto-rakers, {itsubishi Hetors hes recently esendod its dealer
agreenents to ensble 118 dealers to s6l] forelgn-zede cars on thelr ova
desision, In zddition, fhe Juponese rarket sslas plan mentloned ehove
for Aserican-rode vehicles clearly deronstrutes Njtcublshi: Hoters' firm
conzitzent to helping to sell forefgn-nade cors:in Japen. To synbolize

. this In concrule fora, Hitsubjshl Hotors vill offer space for the display

of inports at lts hesdquarter shovroor in Tokye.

N [
. .
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EONDA SETS TARGET Ur $4.34 BILLION IN DURCKASES
OF U.S. MADE PARTS AND MATERIALS TN PISCAL YEAR 1954

Tokyo, January 8, 1992 «- Honda Motor Co.,ltd’ announced today
target of §$4.94 billion in puxchasss of U.S. mada automot
yasts and marerials in fiscel year of 1994, This goal fart
strengthens ¢he eontinuing expantion o pusiness willi suppld
at +the compeny~8 operations’ in Norih Anmerica and &ncreased
ports of parts wid mabeoinle Srom the Tinited States.

ror #iceal 1984 (ending March 31,198%), tha ‘goal calls for §!
pillinn in puschases for Honda“s U.5. operations mnd\$560 mil:
in cagores to Japan, Thia pmount is 1.8 Llwes ehe purchases 1
by Honda's operations in fiscal 1830, and two times -thel W
Was egpor’ted in figseal 1680, Mo ruwech this goal, Honds will
T lmun considervacion tu iteverso buciness with U.3, peste in:
t_rieao ) . - ) ’ .

The joecal produotion of Honda products and expansion of 1
procurement ~have been lupus Laul engoing affarts af, fieng2 &
1982, when it became the first Japanese auwtomeker to produce
{n the United Statses.at Honda of Axerica Mfg.,Inc. (RAN)In He
ville, Ohio. In 1985, ¥AM began producing engine in  annn,C
Eonda has continually increased the puzchase of U.8,made aut
tive parts end malws.ili, cypanted projacha &9 involve U.8. §
suppliers Irom £he early.stage of tha product - developnent
lnecerged its ReD cipabilitics &t tha Benda ReD !
N‘heric&b :nc‘o . . ' ' '

®uuda hac expenéad Ats relacionship with U.§. 2utomotive
suppliers Yy introducing design-in and quest engiuccsy PproOg
o 1880, HAM aestahl{shed the. Suppozt and Development Gzou
facilicate <he transfer ol technology to help supplicis ¥
nmore productive and conpetitive, ZAY also esteblished the
ning e&nd Expost Group to incrssse exports of U.S.mads pazt
Jepan.

As 2 resule of Honﬁ.n‘a'eﬁfq;ts sn this acsa, {8 ficcal yeer
{re puacliace of 0.S.-mafA cutomotive parts and meterlals ¢
$2,.49. billien, 2nd s2zu milllon Lo anportc’ to JATHN

" ;

EonAf  Whil meluataln iec offsre tn inarease local procurexe:
the United Stateez. FEowever, U.S. pr=t3 ceppliers fzce many
lenges in being competitive in areces such a2s qudaliity, coss,
iny specificaliunhiay dolivery and technslogy. To reach the
of §6¢.94 hillion in purchaces in f£iscal yeces 1084 watl ¢
. s aw Ml Lawie trAd mewempgvrehde RoWAAR gc:da a:d .0,

v e




.. m PRESS INFORM.&TIONP 2

Januaéy B, 1
Reg, £52002

HONDA TO BOLSTER CMRYSLER JEZZP SALES AND INCREASE ACCORD IMPOR!

Honda MNotor ¢o., Ltd. has announced its intention 4o triple
sales of chrysler-produced Jeep Cherokee: and Wranglex nodels
well 2o doubling impnrte oFf its U.S.-made hocoxd nodels.

© target date of 1994 has been set for both odjectives,

Handa hes been selling U.S,-made Jeep models through its Pr
dealer netvork since Septemvex ‘1330, undes a salas pgraument u
Chrysler Jepan Sales, Ltd, 3By next month, the prasent total

. sbout 100 Primo dealers selling Jeeps will be inerezsed to 3

This total will include not only Primo dealers, but will ex;

distributicn eo kondu's 01t and Vorno deslevs. This &g gonsd

ent with Honda's traditional policy, in which our dealezs 2l

has been free to sell any models they wish, '
’ !

Tn 1691, the first full year of the Chrysley sales ¢tie-up,
Jeep models® were sold, xyepresanting about 30 percent of
Chrysler sales-in Japan. By 394, Eonda's go2l 48 to txiple -
total to adout 1,200 units. .

In April, 1988, Zonds ‘becama tha first Japanese automobile w
facturer +to baiip importing its U.S.-made vehicles, and
year, it began importing she hccord wagen, a modal developed
the U.8., A-total of 14,000 units wexs soll in 1981, 3By.1
onda intends to increass that total to 27,000 units,

mo achieve its Jeep seles target, Honde &g tripling.the numbe
dealerships oZfering Jidd medels, and is training stafl to

cialize in Jeep sales and sexrvice, Bpacial Jeep service pe:
nel ere now-on hend et all 11 Henda Technicel Sexrvice Center:
Every Jeep unit'is inspected prior to delivery to ensure Qua.
Both Honda and Chrysler Japan are promoting persennel exch:
to Furthes iapmavs oorvice renhnigue wnd Xnow~how, |

Cherokee, and Wrangler models ere o3 d{splay in dealer showr
and a Zfzee test driva progzam Jor potentiel Jeep customer
being oxgenized. : '

Jee% codels also will be displéyad in the showzoom at Ho

© hoyamez headguarzters pffice building.

Eonria's :ﬁLu;u vekiolo Division, Pétnblishﬁd in Novenbezr 15¢
in ‘chenge of . the new sales prograr, which {necludes expanding
dealezchaps to the Clie and Vorne netwnrks, thuy improving

" gples and afier-stles spare paxts supply 2and zepalr sexvice:

mo fusther stoencthen sales growth, Homda and Chrysler will
ceoulzr dlpcussiets Lo accure thAT VIRAR nséels weet Ja;‘
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TOYOTA ANNOUNC

. Ceo e WiTH U.S. SUPPLISRS AND AUTOMARERS :

Toyota City -~ Toyota Motol Corporation todzy announced
cddtsdone) wessures in its steadily expanding fremework for
pu:csgssng,gutomotive parts mnd materaels £1um, AMCTICEN

suppleeTs: 2he ecmpany slso =nnounced 3 pg;k;ge'of meAsSNreg
S 4-$+ gssisiinq U.5. automzkers an the .JemsCROCO mackef

. Y8, suppllers aecount‘fo: a fast-growing share of Toyote's
. globeld purchasing, and Toyota has taken extensive and
syszematlu moacures 4P recent yeats to brosden iis business
ties.with ﬁneticanfmanuiactuzers of automotive parts eng
©  materials. phbse mezsures have included dispatching engineer
to suppliers’, plant!uto-assisL suppliore 0 raining quelity
. end productivily. ag woll rq.nﬁﬁviﬁéﬁg quality ceniners and
conducting othel :elated.a?tivqtie,. . .
Todey, Toyot2 announced that it will upgrade.end strengthen
. - 4t U.s.-o:qangzation.to: extending technical suppozt Lo, .
: Amgican menuizcturers of zuto parts by opening @ tgupplier
. . support center® in ‘the paited States ih L ida-1992. Personnel
st the new supplier’ support center will work with parks make
to help them imaIove and streemline thelr production
_ processes. The center will bé the ‘newest facility in.Toyot:
1srge and.groving jocel intezface with guppliers in the uni
stztes, which {ncludes teshnical centers {n Michigen end
celifornis wnd 3B Gesign subsidiary in cersforniz.

To§otz {s a)ge meking {teelf more acce%sible to U.S. suppiil
" py promoting so-called cesign-in activities, which provide
' " 94aint Work with perts makers, stacting tn the early stages
procuct Gevelopnent. Toyota presently conducts oubgtant v
volumes' s pusiness with 303 suppliers in ghe United State
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and 119 of those luppliazf bave developed Pasts {or Toyett
scne 187 companies now

vehiglas through desigasin projects.
eis working wigth Toyot2 {n design-in projuves on 1dditinngl

components. L .o .

The gollas velume o Tnynta's U.B. purchising has suzged in -

gtep with the company's-b:oaaenlng :elationgh&p.-u;gh Ninwo LEBR
suspliors. Teyote spent §2.6 piliton on Ameican-made parts .
ahd matepials iy the fiscal yeer peginning apiil 1380, and 15
nas announced that its purchasing of "enoco dtems will reach 2&
$4.¢ billien {n the yRel peginning April 1994, That figura %
comprises $3.6 wi?

pillien in jocal purchasing by Toyota. . o=
yperations i the United State ’

. s 2nd §1 billlen in imports byl!
the company's opg:atlons'in Japan. A The mugt vulumo of 100&1?
purckasing at po&ota‘s.u.s. plents 1S evident in thelr bigh.f
vYevels.ol yoeal ‘content, whieh compera faverably with the.

lavels at' the Bl o

g Three v.S. auvtomakers. ‘

nd metexiszls in thg OUnlted

Tobota's'purchaging of. auto perts and T
¢ of » systemetdc qlobal-pu:chns§hg £ramework s

"That'izamewo:k will {nelude’ total imports of some V400 bilLE
(abeus §2.9 pillion) by Teyots opezstions § Tapan in EhEI Ve
beginning april 1994, B8 well es°local purchasing by @ﬁﬁggés
4 the world. Imports from the United;§§a

operations! ayown _
s $1.5 billion of that totsl.

.will account oz

Besides.imboxtihq'auibmotiva perts ‘end saterials, ;thid
Toyote 9111'beq1n sbipping cars to Sapan from 1t sgRentuck
plent, with total trports éxpected tO ceach 20,00g8uns .
£iscal 1994. The company’ also will soon stert mBCKEt.

. Velhewagen ‘and audi vehicles'in Jepad.. In eddif qﬁf.ToY9§=
ennounced today that ELLEN

1t is prepared tu segetiagakyl
Motors ebsle Lo aannibality of reteiling ¥ vqpfﬁx"
japan, subject o sgreement with Gii's Jepenese  SERLCLE2EC
such &an arsangenment mlqht.zg-sanably be Eﬂne¢t§ 1A
szles of 5,000 vehicies & $C3T. Y
{nt venture in Californ _
ks for Toyote and. GeokEn

‘3 suegessful Jo
Corolles und pickup true

v - B
(362 . ‘.

ace
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| - @ NISSAN MOTOR CO. LTD.
l.\manmnil forpotnt Campunicationt Des
1. Ginss #Chome, Chue-ku, | okye 1844
_ TeL. mzssesms FAX:(C3I63688
'.~;—

. purchesing goal of $3.7 billion for its procurement of’ U s. suto” parts an
. meterials in the company's 1995 fiscal yéer ‘ending March 31. 1995 and tt

2.
By

'g\\tn pgm and paterials in & move toward mtcrnatioml LWpéLLLQEL on

it will cooperste in gales and ahowroom display activities for Americe.n

' 1095 ehding March 31, 1995, inecluding local procuremm*. .in overseas ms
‘and imports ints Japan, was 2. § tjmes .the' $1.3 ‘billion worth of U.S/ pre
. Nissan purchued in its 1991 fiscal yesr ended Maroh 1991.

Embargoed until 00:01 January 8, 19s2.

Janusry 7, 1882

2:525: yemant gnd Qggn,mmgn with Eales V ¢ J ‘a Y

Tok'yo —-'Nigsan Hotor CO.s Ltd today announced that it will target & ne

vehicles 'in Japan.
v’

Leset No&emhe’r, Nissan announced 3 p'lan to increazc its purchaseq of U

tssues. The plan, which outlined & purchasing goel .of $3.8 bu.lion i #

.Nxssan & amxuwh'.emcnt today Mrthar ﬁtxengther.s ite oooperation with
U S. industry, as Nissan will endeaver to attain an even higher purch
gosul for, fiscal 1995 of $3.7 bilijon, which s nearly triple the figcal .18¢
jevel, This upwarcly rwiscd goaJ, baged on a set of sssumpilions

(mér#)
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. sales. and market conditions, includes $2.5 billica for local procurement
' ‘Nigsan's U.S. operations and $800 million {n imports, and Nissan will do
. utmest 1o incresse purcheses of producly fivw U.C. supplioxe faring a

dileull ailsatian,
Inw dev to achieve this goal, Nissan plens *-9 step up the various act
it has unde;taken to date, aimed et fosteriné e mutually beneficisl tre
‘velationuhip between Japen and the U.S. in automobiles and auto: pard
. an inftial atep toward expanding purchases of U.S. suto perts end me
T _Nissan )'m; invited approx:.imately 60 0.5, portc menufecturars {0 & p8
: suppiiers meeting st its Tokyo Hesdq,uarterl'aud Nisgan Tochnical fif:
. 3“::£:§nmguwa pre'tecture) 1:'\ February. Aocording to Nfssan President ¥
., Kumo, AR {mportany condition fox the attainment of this new purches!
goa), in addition to the actions t;k:n hy Nissan, will be further effo
V.S, ports supplers in the pveas of qu:.mty. prics, deliven? Jead tm:

pruductt !t;volopmen? rnnﬂhiuﬁﬂ- !

il}ucri alen eYDTRSARG B willyguces t& ssaporate In alen Antivities
. .Am‘erica:n vehijcles in Japan, based on the asluﬁption.that the Japgr.
guvo.auent will sAnnt ﬁnnnia} pessures with regard to foreiys eute:
". For instance, Nissen would"be_ willing to cooperste with Ford Motor
in sclling & new m;nivar.n, which is & joint project between Nissan &

at ‘Nissan deslers in Japan.

.It is Nisson's view that & guccessful seles program ¢or this minive:
Jepan would necessarily requir'e s+he {ntroduction of vehicles with
specllivalivas, inoludlnz' a right-henpd steering wheel and movemen
sliding door to the left side of the vehicle. Future sales expansic
. depend lergely on Fora's modilivaliv:s af tho minlvan ta Jupenese
\ speciﬂcatio'ns and the setting of competitive prices in the Jopanes
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Wisgan is also wiling to extend gimilar sales cooperation for other Ford
pusenger cars, such as the Taurus (inoluding the wagon) and ita
successor model, For these vehicles, it would be necessury 0 resolve
certaln issues pertaining to existing commercial rights in cepan and &lgo t
price them at competitive levels. o ' .

. Assuming that the minivan and other Ford pacsenger cars are sold in Jap
under the forezoing co—;dmons, ft ig profected that ennual sgles:volumes
afound 4,000 units could be achisved in total, aIt.hough the ultimate

deciszen would.rest with Japanesa consumers.

Besides fhiy vulperation In oM wHiEn Aukivibny Misoen will nftar 118,
automakers t‘f- yse of showroom space in net.:opo]itsn Tokyo, including 3
- its Beadquarbera ashowroom {n ‘the: Ginzd area of the capitel, ss ‘& mesyude
‘ for support&ng incressed sales of Ameriun vehicles' in Japan.

Nissan noted t.hat Japan does not i.n:pose any t.srifh on mported Vehicle
and that the Japanese v ehicle market -is open to car mnnutacturers XY
country. The sUcCAAR schieved by Buropean automakers fn expanding t
sales in Japen, is & clewr L&A that the market In free of non-tariff bar:
and Lhe palé rooulic reflert mnrkeﬁnﬂa design and engineering: efforis.
In fact, the compap? has sold the Volkswagen Santana and Passat mods:

through its own dealer network.

Whﬂe Nissan firmly believés that automobxle dezler networks in Japan &
'open to other countries, !f. ‘has parttauy rev;sed {ts stales Hcense ugree:
with its dcoierz recently. This. slong with other messures, have made:
clear that deelers ere free to declde §f they want to sell other
munurac:ur{:z"s’ vehicles slongside Nissun pivduets.

Nissan bLelieves thet the steacy mplementuliva 8f thoco varioty effaris
work to improve the trade {mbsalance between the two countries and al
contribute to further advancement of- {ntarnational cooperation.

e



f

s
®
T

FROM WASHINGTON

Unilateral disarmament

Gl Joe comes back from the war feeling
like a hero, only to find that some stay-at-
home shirker has stolen his gal and his
job. What the heck was he fighting for?
When the Persian Gulf war is over, the
whole country may sink into this kind of
B-movie sulk when it looks around to dis-
cover that while we were liberating Ku-
wait, Japan was continuing its inexorable
economic climb. That will surely gener-
ate renewed demands that we launch a
few Patriots against incoming Japanese
products.

Chrysler’s Lee Iacocca, writing in The
New York Times on February 10, says that
although he actually stands for “the

commonsense approach of managing
trade in the country’s selfinterest,” he
no longer minds the dirty label of *‘pro-
tectionist.”” The inevitable fatuous com-
parison: we protect our interests in the
Gulf—*what is so wrong with protecting
our interests at home?”” Anyway, ‘‘De-
manding reciprocity from our trade part-
ners, and retaliating if we don’t get it,
doesn’t unidermine free trade, it defends
free trade.”

lacocca (or whoever wrote the piece
for him) thus fudges, like most protec-
tionists, whether what he really wants is
mutual disarmament or rearmament on
our side for its own sake. Does he think
trade restrictions are a necessary threat,
to be acted upon with regret, or a posi-
tive good? “If we copied Japan’s exam-
ple,” he writes, ‘“‘we would revitalize our
auto industry . .. by shutting out all for-
eign cars.” As it happens, we tried pro-
tectionism (import quotas) to revitalize
our auto industry in the 1980s—at Iacoc-
ca’s hectoring insistence. If the industry
still needs to be revitalized, I guess it
didn’t work.

Free trade purists (I'm one) believe
that open borders are the best route to
national prosperity no matter what poli-
cy other countries pursue. Even “strate-
gic trade” theorists—sophisticated pro-
tectionists who believe that nations can
gain a competitive advantage in certain

against crime,
the front lines.

To win the $40 billion war
listen to those on

By the year 2000, corrections will be the largest single item in
many state budgets. Can the system function better and more
cost-effectively? Here’s hard-hitting, practical advice based on ten
years of interviews with those on the front lines: wardens, proba-
tion and parole agents, corrections commissioners and others.
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industries by protecting their home mar-
kets—agree that mutual free trade would
be best for all, if it could be worked out.

But even free trade purists recognize
that the other guy's trade barriers are
harmful to us. (The debate is whether
they're also harmful to him.) And free
traders, though generally cocksure, have
no pat answer to the “crowbar’ argu-
ment: the only way to get the other guy to
lower his trade barriers is to threaten—
or, if necessary, to implement—our own.
Trade war, like real war, is mutually dis-
advantageous but sometimes necessary
to establish a principle when threats fail
to deter. That’s the argument.

The trouble with the crowbar theory is
that it’s too convenient for phonies like
Lee Iacocca who really want trade barri-
ers for their own sake. The ‘playing
field” will never be “level” enough to
satisfy them, and meanwhile our own

. protectionism harms us.

For example, the Commerce Depart-
ment is about to impose stiff duties on
imports of Japanese display screens for
portable computers because the Japa-
nese supposedly are “dumping” these
items in our market. Dumping is usually
defined as selling something in a foreign
market for less than at home. That isn’t
happening here. But Commerce claims
that computer screen prices are artificial-
ly low in Japan as well. So it is trying to
prove that screens are selling in both
countries for less than they cost to pro-
duce. The explanation of why the wily
Japanese should wish to do this is essen-
tially a variation on the old huckster’s
joke about losing on every sale but mak-
ing it up in volume. As for why selling
Americans something for less than it
costs should be considered a punishable
offense . . . don’t ask.

American computer makers say that
American-made screens aren’t even
available, because the American screen
industry was concentrating on military
products while the Japanese were invest-
ing billions in the commercial market.
True or not, the unavoidable result of an
import duty on screens will bé to make
American computers more expensive
compared with foreign ones. By helping
the screen industry, we hurt the comput-
er industry. Of course we could then
help the computer industry with an im-
port duty, thus hurting industries that
buy computers. And so on.

What we need, I sometimes think, is a
way to punish foreign trade restrictions
that doesn’t punish us as well. It is some-
times suggested that we ought to “‘link”’
(favorite geopol word these days) our de-
fense of nations like Japan and Germany
with better trade behavior. If *better be-
havior”” means simply buying more from
us whether or not their citizens want

continued on page 41
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: glimpsed, but never resolved. Art is sup-
posed-to release us from the regime of

- the will, but what art depicts is supposed
to be some feature of the world viewed
for its own sake, and therefore, since ulti-
mate reality is will, some crystallization
(or “grade of objectification™) of the
will. Does art transcend the will, or does
it give us some purified image of the will?
There is no clear answer.

In part, the problem is that Schopen-
hauer operated with two different philo-
sophical models. Sometimes he used a
“Neoplatonic” model, in which ultimate
reality—that is, will—takes on various
forms in the world of experience. One of
them is our intellect itself, in its urge to
explain. At other times, however, he fell
back on a ‘“Manichaean” model, in
which there are two independent princi-
ples, and intellect is pitted against the
will. Only knowledge, he wrote, can si-
lence the will, so that in aesthetic con-
templation (as in ascetic self-denial) the
knowing subject becomes “will-less.” But
how, we must ask, can we become will-
less, if will is the ultimate nature of every-
thing? How can art both silence the will
and give idealized expression to it? Scho-
penhauer found some vivid ways of put-
ting the paradox: “‘The accident (the in-
tellect), so to speak, subdues and
eliminates the substance (the will).”” But
he came up with no way of dispatching it.

he  paradox reflects,

in fact, the ultimate in-

compatibility between the

metaphysics he adopted
and the ethics he held dear. It was a fatal
eérror to turn what he wanted to tran-
scend into the principle of everything.
For where was the room, then, in which
to stand back? The result was that Scho-
penhauer’s fundamental philosophical
passion became, in Safranski’s apt words,
“‘to escape from being into seeing.”’ He
had to become, quite literally, the view
from nowhere.

Yet the paradox of Schopenhauer’s
aestheticism was not simply the fruit of
his own philosophical confusion. It
seems to beset aestheticism generally. If
art is an escape from the boredom of
reality, how can there be any object
worthy of its inspiration and insight?
Nietzsche proposed one influential way
for the religion of art to elude this
quandary: art transcends life, he urged,
not in order to give us truth (as Scho-
penhauer believed), but to give us fic-
tion: “We have art in order not to per-
ish of truth.” Much thinking about art,’
and much art, has moved along those
lines ever since.

Still, there is good reason to reject
Nietzsche’s brand of aestheticism, and
not only because it formed part of his
overall attack on the reality principle. If

art really has nothing to teach us about
the world, it seems little more than a fri-
volity. (And the appreciation of art
seems little more than a useful tool for
showing our superiority to others.) No, a
different way out of Schopenhauer’s
quandary would be to question the
sweeping pessimism that underlies it.
Surely we need not feel smugly at home
in the world in order to believe that
there are some things in life to which we
must hold fast, in love and in duty. If we
acknowledge this, we can also make
sense of another truth that we should
have known all along: art moves us only
when it calls upon what ties us to the
world.

CHARLES LARMORE teaches philosophy at
Columbia University.

TRB continued Jfrom page 4

what we’re selling, this is no better than
blackmail, and it would be more digni-
fied just to send a bill. But even if “‘better
behavior” means lowering barriers to
genuinely free trade, this kind of linkage
makes little sense. Whether we should
continue subsidizing the defense of Eu-
rope and Japan is an important question
that ought to be decided on its own mer-
its. Tying it to trade issues is just
an excuse either to continue the subsidy
or to continue our own self-damaging
protectionism.

Whenever I climb aboard this mental
merry-go-round, I get off again where I
started: unilateral disarmament. End
these tedious fights. Drop out of the
GATT negotiations. Repeal the “‘Super-
301" trade retaliation laws. Stop WOITy-
ing about what is and isn’t *‘dumping.”
Allow American citizens to buy foreign
goods and services without hindrance
whether or not foreign countries extend
their own citizens the same freedom. Yes,
we will give up a sometimes useful stick
for beating down foreign trade barriers.
But we will get some mighty advantages,
too.

1. As consumers, we’ll enjoy a higher
standard of living as we enjoy the cheap-
est goods the world can offer. If the Fu-
ropean Community wishes to pay its
farmers to produce too much food and
then ‘““dump” the excess on us at
bargain-basement prices, we’ll chow
down happily.

2. As producers, too, we’ll buy our in-
puts—computer screens or whatever—
where they’re cheapest, making us more
competitive.

3. We'll be the saviors of Africa, East-
ern Europe, Latin America, developing
economies everywhere. They, more than
Japan, are victims of U.S. protectionist

rules. Free access to the American mar-
ket would mean far more to them than
any conceivable amount of aid or devel-
opment loans.

4. It will put hundreds of expensive
lobbyists and lawyers out of business.
This includes lobbyists for American
companies as well as for the Japanese.
There will be nothing left for either side
to lobby about. Now the huge cost of
conducting trade disputes gets passed
along to consumers of products both im-
ported and domestic, no matter which
side wins.

5. It will set a wonderful example for
that “New World Order” we keep hear-
ing about. Ronald Reagan said America
was a shining city on a hill. George Bush
says America has to do some things in
this world because no one else will. The
power of example may not be as great as
the power of a threat, but it is not worth-
less. And when the threat involves some-
thing that will hurt you as well as the
nation you’re threatening, while the ex-
ample is something you ought to do for
your own good anyway, making an exam-
Ple of yourself ought to be especially
convincing.

MICHAEL KINSLEY

CORRESPONDENCE continued from page 6

capita income. All true.

In 1987, in The Birth Dearth, 1 wrote
that American fertility had plummeted
so low (down to 1.8 children per woman)
and stayed so low for so long (about fif-
teen years) that it would be harmful to us
for geopolitical, economic, and personal
reasons. I called for more immigration
and pro-natalist policies. Each hap-
pened. I also asked, as the item notes,
that young adults reconsider the idea of
childlessness and one-child families.
Thanks to attentive readers, I can now
modestly announce that fertility rates be-
gan to go up precisely nine months after
the appearance of The Birth Dearth.

And now, in The First Universal Nation, 1
write that fertility and immigration have
indeed turned upward, and I say that
these happy developments tend to ne-
gate my earlier fears.

In short: when fertility was very high, I
thought it was good that it was coming
down toward the replacement level.
When fertility sunk very low, I thought it
would be good if it went up some toward
the replacement level. It did, and I'm
pleased. (I'd like to see a total fertility
rate of 2.3 children per woman.) Not too
high, not too low—it’s the Mama Bear
position. And remarkably consistent.

BEN J. WATTENBERG
Washington, D.C.
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OVERVIEW OF U.S. TRADE POLICY AND BENEFITS

The Bush Administration’s trade policy is to seize every
opportunity to open markets and expand trade.

Expanding export opportunities for U.S. entrepreneurs means
greater profits for our businesses, new jobs for our workers,
lower prices and greater choices for our consumers, and a better
standard of living for all Americans.

Trade has been a crucial stimulant for U.S. economic qrowth
for the past 40 vears:

o The U.S. economy nearly quadrupled between
1950 and 1990, but our exports exploded an
extraordinary 700 percent.

o Jobs related to trade grew three times faster
than overall job growth during those four
decades.

Today, trade continues to be the lifeblood of the U.S.
economy :

o From 1988 through 1991, U.S. merchandise
exports increased from $322.4 billion to an
estimated $421.9 billion (current), or 31
percent.

o Preliminary figures for 1991 show that U.S.
merchandise exports in real terms were nearly
8% percent higher than 1990.

o Since the President took office, U.S.
merchandise export growth has contributed 70
percent to the growth of our GDP.



o These gains (in constant 1987 dollars) are
not confined to a single sector over the past
three years:

UP 55% Exports of consumer goods (e.qg.,
pharmaceuticals, clothing, etc.)

UP 40% Exports of U.S. capital goods (e.g., medical
equipment, oilfield equipment,
telecommunications, computers).

UP 27% Exports of industrial supplies (e.g., lumber,
industrial rubber products).

UP 17% Foods, feeds, and beverages.
UP 12% Autos and auto parts.

0 At the same time, the merchandise trade
deficit (exports minus imports) has been cut
nearly in half (-43%) since 1988 and now
stands at its lowest level in nearly a
decade.

o When you add in the exports of service
industries (banks, insurers, engineers,
etc.), sectors in which we run a large trade
surplus, the combined U.S. trade deficit has
been, slashed by more than two-thirds since
1988.

o Indeed, U.S. exports of services have grown
from $102.4 billion in 1988 to an estimated
$144.8 billion in 1991 (current dollars), a
increase of 41.4 percent. Our trade surplus
in services has grown 242.7 percent since
1988, 33.7 percent from 1990 to 1991.

Opening markets and expanding exports creates jobs:

o Every $1 billion in exports generates about
20,000 jobs. Since 1988, an estimated 1.2
million new jobs related to merchandise
exports have been created.

o The growth of U.S. merchandise exports means
that today approximately 8 million American
jobs are related to exports.
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Millions of other Americans owe their jobs to
exports of U.S. services, the value of which
now exceeds one-third of our merchandise
exports.

Protectionism is a reqressive tax on consumers:

o

Those who would close U.S. shores to foreign
trade would increase prices to consumers.
Trade barriers are equivalent to a 23 percent
income surcharge on people earning less than
$10,000 a year.

U.S. consumers pay $65 billion annually in
higher prices from U.S. trade barriers.

Trade not only yields economic benefits, but also
contributes to international peace and stability:

(o]

Opening markets and expanding trade also will
enhance the economic growth, and hence the
political stability, of poorer nations,
including the emerging democracies of Eastern
Europe and Latin America.

Without the impetus of a more open trading
system, these nations will be drained by the
massive costs of protections now imposed on
them -- costs that now total two-and-a-half
times the aid they receive from the United
States and other developed nations.

###
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U.S.- JAPAN AGREEMENT ON
MEASURES TO OPEN JAPANESE PAPER MARKET

United States Trade Representative Carla A. Hills today
announced that negotiators from the U.S. and Japan have reached
agreement on measures to open to foreign suppliers Japan’s $27
billion.market for paper and paperboard products.

"For too long, the globally competitive U.S. paper industry
has been thwarted in its efforts to make inroads into the
Japanese market," said Ambassador Hills. "This agreement is good
for our industry and workers, good for the Japanese consumer and
good for our global trading system."

The paper accord comes as a result of commitments made
during President Bush’s January 1992 trip to Japan. As part of
the "Global Partnership Plan of Action," President Bush and Prime
Minister Miyazawa announced on January 9 that the two governments
would "agree on measures to substantially increase-market-access

for foreign firms exporting paper products to Japan."

The agreement requires the Government of Japan to encourage
Japanese paper distributors, converters, printers and major

corporate users to:

© increase imports of competitive foreign paper
products;

o develop long-term buyer-supplier relationships with
foreign producers;

© establish and implement open and non-discriminatory
purchasing practices; and

© prepare and adopt company-specific, written
purchasing guidelines, applicable to both domestic

and foreign suppliers.

(MORE)




In addition, the Government of Japan will encourage major
Japanese producers, distributors, converters and printers to
establish and implement Anti-Monopoly Act compliance programs.
The Japanese Government affirmed its commitment to effectively
enforce the Anti-Monopoly Act with respect to the paper market.

Of particular importance is that the agreement requires the
Government of Japan to focus its efforts on major users of paper
products, including companies that are members of the Ministry of
International Trade and Industry’s (MITI) Import Expansion
Program and companies in the food, cosmetics, pharmaceutical, and
publishing industries. More than 164 companies participate in
‘the Import Expansion Progranm, including those in the automotive,
electrical, electronics, machinery, -airline, communications, iron
and metal industries, chemicals, textiles, printing and other
sectors.

As part of the agreement, the Japanese Government will
conduct a number of surveys on conditions in the Japanese paper
pProducts market and on the specific efforts of various paper
consumers to use competitive foreign paper products. The U.S.
Government will have an opportunity to review the survey
questions and discuss methodology with the Japanese Government.

An important feature of the five-year agreement is that the
Government of Japan is committed to making ongoing efforts to
implement its measures. Both governments will review jointly on
a semiannual basis progress in implementing the measures in the
agreement, taking into consideration: changes in the level of
import penetration, trade data, efforts of both governments to
implement the measures, and other factors.

For its part, the United States will continue to make
existing export promotion programs available to U.S. exporters of
paper products and will work closely with U.S. companies in their
efforts to achieve greater access to the Japanese market.

The American Paper Institute (API) has estimated that the
Japanese market for primary paper and paperboard products is $27
billion (1990 data) and the value of the entire Japanese paper
industry (including pulp, paper, and paper product manufactures),
measured by total value of shipments, is $65 billion (1989 data).
API estimated that the total foreign share of the Japanese paper
and paperboard products market was 3.7 percent in 1991, with the
U.S. share of the Japanese market amounting to 1.7 percent. The
U.S. share for printing and writing papers was 0.3 percent.

-30-
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BUSH ADMINISTRATION TRADE ACCOMPLISHMENTS

The Bush Administration has completed a great number of
market-opening trade agreements throughout the world in its three
years in office. All of these are designed to increase job-
generating exports with key trading partners:

Trade with Japan

Our negotiations with Japan are designed to open the world’s
second largest market economy to U.S. exports.

The Bush Administration is working to open the Japanese
market by eliminating barriers to in specific sectors using our
trade laws and other means, and by lowering structural barriers
through the Structural Impediments Initiative (SII). The
following agreements have generated, and continue to generate
billions of dollars in increased sales to Japan:

o Telecommunications: The Administration has
negotiated four agreements with Japan since
1988 regarding cellular telephones, IVANS and
NCTE. These agreements have generated 180%
growth in telecom equipment exports since
1988, to about $735 million in 1991. The
1989 agreement in cellular telephones has
resulted in U.S. firms now having more than
half of the Japanese market in third party
radios. In addition, American partners in
two consortia that have applied for licenses
to provide cellular services to the Tokyo
metropolitan area. Access to the Japanese
advanced telecommunications market was
expanded under two 1990 agreements. One
agreement committed Japan to streamline
process for foreign firms to enter Japanese
market for such services as voice mail and
electronic banking. It also eliminated a
burdensome surcharge often placed on U.S.
firms by Japan’s telecommunications carriers.
The second opened Japan’s market for
telecommunications devices that make
computers compatible with a digital
telecommunications network.

o Semiconductor Arrangement: The United States
and Japan renewed their 1986 semiconductor
agreement in June 1991 which will result in a
continuation of the increasing U.S. share of
the Japanese semiconductor market. (Foreign
market share now 14.3% (3rd quarter 1991), up
from 9% in 1986. U.S. sales rose from $920
million in 1986 to nearly $2.4 billion in




1990. U.S. sales for 1991 not yet
available.)

Construction Major Projects Arrangement: The
1991 Construction Major Projects Arrangement

adds 17 major construction projects to the
1988 agreement to be covered by special
measures that facilitate foreign access, with
six more that may be added in 1992. The 17
projects are estimated to be valued at $6.4
billion; the six additional ones are valued
at more than $20 billion. U.S. construction
firms will have an opportunity to bid on
these contracts. Since 1988, U.S. firms have
won $375 million in contracts; prior to the
1988 agreement, U.S. firms had won virtually
none.

Satellites: Under a June 1990 agreement,
Japan has opened government procurement of
all satellites, except for genuine R&D
satellites. There has been one procurement
since the agreement, involving the purchase
of two communications satellites. Loral, a
U.S. firm won the $600 million contract.

Supercomputers: Government purchases of
supercomputers were opened to U.S. firms
under a June 1990 agreement guaranteeing fair
competition based on price and performance.
The U.S. share of Japanese government
procurements has increased substantially
since then. U.S. firms have won 3 out of 8
contracts since agreement, vs. 2 out of 43 in
the previous four years.

Wood Products: In June 1990, the United
States reached agreement expanding U.S.
exports of wood products to Japan. It
streamlined standards and lowered tariffs.
Expected to increase U.S. exports of plywood
and other processed wood products by over $1
billion annually.

Amorphous Metals: An agreement covering
amorphous metal electrical transformers was
signed in September 1990. Japanese utilities
are now ahead of schedule in purchasing
amorphous metal transformers. (Since
agreement, Japanese utilities have committed
to buy 32,000 amorphous metal transformers by
9/92 for testing. The dollar figure is
proprietary.)




Structural Tmpediments Initiative: Through
the SII process, Japan has made specific

commitments to increase investments in public
sector infrastructure, more vigorously
enforce its antimonopoly laws, liberalize the
retail sector, and increase shareholder
rights, among others. BAll of these changes
in Japan are making it easier for U.S. firms
to operate and sell in Japan. For example,
SII has resulted in an amendment to Japan’s
restrictive large retail store law. As a
consequence, Toys R US opened its first store
in December 1991.

Government Procurement of Computers: As a
result of the President’s trip to Japan in
January 1992, the $9 billion governement
market for computers and related services was
opened to foreign bidders. U.S. industry
projects the agreement may result in
increased sales of $3.5 billion to $5.5
billion by 1995, when the government market
is projected to approach $16 billion.

N




Trade with Asia and the Pacific

We are working intensively in Asia to ensure that its
growing market is open to U.S. exports. Some of our
accomplishments since taking office include:

o Korean Beef Agreement: A 1990 agreement
resulting in an immediate five-fold increase
in U.S. exports of beef to Korea. During the
first year of the agreement, U.S. exports
reached $120 million.

o Korean Telecommunications: Three Memoranda
of Understanding concluded since 1989 have
radically opened the Korean telecomm market
to U.S. exports. U.S. firms are now able to
compete in the 12th largest telecomm market
in the world valued at more than $2 billion
in 1991 and growing at a rate of almost 5
percent a year.

o Association of Southeast Asian Nations: In
December 1990, the United States signed a
memorandum of understanding with the six
ASEAN governments (Malaysia, Thailand,
Indonesia, Philippines, Singapore, and -
Brunei) to expand trade and investment. U.S.
exports to ASEAN grew nearly 50 percent over
the past three years. Sectors benefitting

l include aircraft, electronic products,

| chemicals, pharmaceuticals, plastics,
computers and office equipment, and
telecommunications equipment.

o Singapore: 1In October 1991, we signed the
U.S.-Singapore Trade and Investment Framework
Agreement. It establishes a new consultative
mechanism and provides for negotiations on
such issues as intellectual property
protection and investment conditions.

o) Thailand: A bilateral agreement concluded in
1991 provides non-discriminatory access. to
the Thai cigarette market, valued at $160
million annually. '

o Taiwan: Negotiated reductions in Taiwan
tariffs covering over one-half of the total
tariff schedule and bringing Taiwan’s average
tariff level to a rate of 10 percent annually
to its current level of $9 billion.




Trade With ILatin America and the Caribbean

In addition to launching the President’s Enterprise for the
Americas Initiative, the Bush Administration also has negotiated
a number of agreements with countries in the region including:

Argentina
o Under a 1991 bilateral investment treaty (BIT),

Argentina agreed to allow greater foreign investment.
U.S. foreign direct investment in Argentina was nearly
$3 billion in 1990.

Discussions between the U.S. and Argentina led to the
introduction of legislation in 1991 to comprehensively
revise Argentina’s patent law. The U.S. pharmaceutical
industry alone estimated its losses at over $10 million
annually which will decrease when the law is passed and
implemented.

Brazil

o

A 1990 agreement with Brazil to revise its patent,
trademark, industrial design, and utility model law in
1991. The U.S. pharmaceuticals industry alone
estimated its losses in Brazil from inadequate patent
protection at over $30 million annually which will
decrease when the law is passed and implemented.

An agreement with Brazil to introduce and pass
legislation to reduce barriers to imports and
investment no later than October 1992 regarding
computers and digital electronics equipment. This new
law will eliminate a number of barriers to U.S.
exports, including a ban on certain computers and
related products, and help open up a market of over $5
billion.

A 1990 agreement with Brazil to eliminate certain
restrictive elements of its import licensing regime,
including a list of over 1,200 manufactured and
agricultural products. The Brazilian import licensing
regime now requires that such licenses be granted
automatically within 5 days, thus substantially
increasing U.S. export opportunities.

Through bilateral discussion, the Bush Administration
has encouraged Brazil to open its market to motion
pictures and videos. 1In addition, video piracy has
been reduced from over 90 percent of the market to less
than 50 percent of the market. Legislation has been
passed by the Brazilian Congress in 1991 further
reducing barriers in the motion picture industry.
Brazil represents the largest market for U.S. motion
picture exports in South America.



Chile

(o]

A 1991 agreement with Chile under which it
significantly improved its protection of patent,
trademark, utility model, and industrial design law.
The U.S. pharmaceutical industry alone estimated its
losses in Chile stemming from inadequate patent
protection at $7.5 million annually which will now
decrease.



Trade with North America

Canada

Our negotiations with Canada build upon the U.S.-Canada
Free-Trade Agreement (CFTA).

The CFTA entered into force on January 1, 1989 and
established the world’s largest and most conprehensive bilateral
free trade area. The combined total of the value of goods and
services which flow between the two countries is approximately
$200 billion. We have had significant success:

o Bilateral trade in goods reached $167 billion in 1989,
an increase of approximately 9 percent over 1988. For
1990 trade equalled $174 billion, an increase of 4.2
percent over 1989, despite a slowdown in both
economies.

o Duties on products with a $3 billion trade value were
eliminated immediately on January 1, 1989.

o Virtually all tariffs between the U.S. and Canada will
be eliminated by January 1, 1998.

The following agreements have generated, and continue to
generate these billions of dollars in increased sales to Canada:

o Accelerated tariff negotiations (May 1990,
September 1991): In the first round of
accelerated tariff negotiations, the tariffs
on 400 products with a bilateral trade value
of $6 billion were eliminated. In the second
round, the tariffs on over 250 products with
a bilateral trade coverage of $2 billion were
eliminated. We are currently begining the
third round of this widely supported
excercise.

U.S.-CANADA BILATERAL TRADE RELATIONS

The U.S.-Canada Free-Trade Agreement (CFTA) established the
world’s largest and most comprehensive bilateral free trade area.
The combined total of the value of goods and services which flow
between the two countries is approximately $200 billion. The
CFTA entered onto force on January 1, 1989, and its
implementation has proceeded smoothly over the past three years.
Traders and investors on both sides of the border have moved to
take advantage of the many opportunities opened by the
progressive reduction and elimination of trade and investment
barriers. The many bilateral institutional mechanisms of the
CFTA have proven useful in resolving a number of issues before
they could become serous disputes. The outlook is for further




growth as the staged removal of impediments continues during the
ten-year phase-in period.

One of the most acclaimed successes of the CFTA is the
accelerated elimination of tariffs, accomplished at the
initiative of the private sector and with the concurrence of the
Congress. In May 1990 the first round of tariff acceleration was
concluded, covering over 400 products valued at almost $6
billion. In September 1991, the second round of negotiations
produced accelerated elimination of the tariffs on over 250
products with a bilateral trade coverage of $2 billion. The
Administration initiated late in 1991 a third round of this trade
liberalizing exercise widely supported on both sides of the
border. ‘

Other areas of achievement in 1990 include: the establishment by
the Canadian Copyright Board of royalties to be paid to copyright
holders of TV and radio programming produced in the United
States; the removal of Ontario Provincial Government restrictions
on the ability of U.S. manufactured super-trailers to use
provincial highways; a negotiated agreement providing interim
access for U.S. exports of hatching eggs and chicks; and a change
in Canadian uranium processing policy permitting the export of
Canadian unprocessed uranium to the United States for upgrading
in U.S. plants.

In the area of inter-governmental dispute settlement under
Chapter 18 of the CFTA, only two cases have been adjudicated by
panels to date. These disputes involved Canadian restrictions
affecting salmon and roe herring and U.S. minimum size
requirements for lobsters. In both instances the CFTA panels
ruled in favor of the U.S. position.

In 1991, as a result of provisions of the CFTA, the Canadian
Wheat Board eliminated its import licensing for U.S. wheat and
wheat products, as it had in 1989 for U.S. oat and oat products.
As a result of USTR intervention, in September the Government of
Ontario decided to abandon plans for a provincially-run monopoly
for auto insurance which would have negativly impacted U.S.
insurance interests. As the result of the Canadian termination
of the Softwood Lumber MOU in October of 1991, the Administration
took decisive steps to insure that domestic interests were not

‘adversely impacted. In defense of U.S. trade rights under the

GATT as well as U.S. exports interests in Canada, the United
States brought a GATT dispute settlement case against Canadian
provincial restrictions against U.S. beer exports. In September
1991, the GATT panel ruled in the U.S. favor and we are working
with the Canadian Government on the implementation of the panel’s
findings.




Mexico

Our negotiations with Mexico are designed to further open
the our third largest trading partner to U.S. exports and
investment.

The Bush Administration is working to open the Mexican
market by negotiating a North American Free Trade Agreement
(NAFTA) which will eliminate barriers to the flow of goods,
services and investment, and strengthen protection of
intellectual property rights.

o Since Mexico joined the General Agreement on Tariffs
and Trade (GATT) in 1986, U.S. exports have more than
doubled, growing from $12.4 billion to $28.4 billion.

o ‘Consumer goods exports from the United States to Mexico have
tripled since 1986, rising from $1 billion to $3 billion.

o U.S. exports of capital goods have grown from $5 billion in
1986 to about $9.5 billion in 1990.




Trade with the Former Soviet Union

President Bush and President Gorbachev signed the historic
U.S.-Soviet commercial agreement on June 1, 1990. It provided
for improved access to each countries markets, facilitated
business by easing restrictions on commercial activities; and
offered strong intellectual property protections.

With the break up of the Soviet Union into 11 independent
republics, the United States has begun a process of negotiating
new commercial agreements based on the U.S.-Soviet model.



Trade with Eastern Europe

The Bush Administration has made a major effort to bring the
emerging democracies of Eastern Europe into the international
trading system. Not only will better trade relations with these
countries help them secure their hard-won freedoms, but also they

will increase U.S. exports of essential goods and services to the
region.

o Bulgaria: In October 1990, the United States
negotiated a trade agreement with Bulgaria
which extended most favored nation tariff
treatment to products of Bulgaria and to U.S.
exports there. The Administration also
negotiated a bilateral investment treaty with
Bulgaria.

o Czechoslovakia: In November 1990, the
Administration implemented the U.S.-
Czechoslovakia Trade Agreement extending MFN
treatement to Czechoslovakia in return for
MFN treatment of U.S. goods entering
Czechoslovakia. We also have concluded a
bilateral investment treaty.

o Hungary: The Administrat
o Poland: In March 1990, the United States

signed a Business and Economic Relations
Treaty which was ratified by the Senate in
October 1990. 1In 1991, we ratified a
bilateral investment treaty with Poland.

o Eastern and Central European Countries: In
1991, the Bush Administration developed and
began implementation of the Trade Enhancement
Initiative for Eastern and Central European
Countries.

o Extended MFN to Estonia, ILatwvia, and
Lithuania in 1991. GSP benefits were
extended to the Baltics in February 1992.

Eastern Europe and the Soviet Union

o Bilateral Investment Treaties (1991): Signed
bilateral investment treaty (BIT) with
Czechoslovakia (not yet ratified); initialed
BIT with Bulgaria; and ratified BIT with
Poland. Signed, ratified and implemented a
bilateral trade agreement with Bulgaria




which, among other things, provided for MFN
_ treatment.

Negotiated Bilateral Economic _and Business
Treaties (1991): Obtained ratification and
implementation of a bilateral economic and
business treaty with Czechoslovakia. Treaty
with Poland was also ratified (not yet
implemented because we are not satisfied that
Poland has complied with all IPR
obligations).

Extended Trade Benefits to Eastern and
Central FEuropean Countries (1991): Extended
MFN and GSP (Generalized System of
Preferences) treatment to Czechoslovakia.
Extended MFN treatment to Estonia, Lithuania,
and Latvia. Developed and initiated
implementation of the Trade Enhancement
Initiative (TEI) for Eastern and Central
European Countries.




Trade with Europe

Under the Single Market Program, the twelve members of the
European Community (EC) are seeking by the end of 1992 to remove
all barriers to the free flow of goods, services, capital and
people throughout the Community. i

The United States supports this effort, but is closely
monitoring developments to ensure that American products are
treated fairly. The United States has intervened to guarantee
that our commercial interests are not harmed.

o In 1990, U.S. exports to the EC totalled over
$98 billion, an increase of over $20 billion
since 1988,

o The United States has transformed a $9.2 billion
trade deficit with the EC in 1988 into a $6.1
billion trade surplus in 1990.

o U.S. manufactures exports rose over 32 percent
between 1988 and 1990, reaching $81.3 billion.

In addition, the United States has negotiated away a number
of EC trade barriers, including the following:

Western Europe

o Financial Services (1989): The U.S.
strongly opposed a proposed EC requirement
that would have discriminated against U.S.
financial service companies. EC changes in
its proposal lessened these concerns and
better safeguard the rights of U.S. financial
firms.

o Canned Fruit (1989): In June 1989 the United
States clarified an earlier agreement with
the EC on canned fruit. As a result, the EC
cut its subsidy for canned fruit exports.

o Apples (1989 and 1990): Sweden and Finland,
in response to U.S. pressure, eliminated
their seasonal import bans on apples and
pears in 1989 and 1990, respectively.

o Enlargement (1990 and 1991): We succeeded
both years in persuading the EC to provide a
one-year extension of the agreement
compensating the U.S. for trade impairments
caused when Spain and Portugal joined the EC.
The compensation under the agreement has a
trade value of about $420 million.




Computer Software Copyright Protection
(1990): The U.S. mounted an extensive and
ultimately successful campaign to persuade
the EC to provide adequate copyright
protection for computer software in a
directive it recently adopted.

Rules of Origin (1990): We succeeded in
dissuading the EC from adopting a rule of
origin for printed circuit boards based on
percentage of content. Such a rule would
have proven costly to U.S. exporters and
would have caused significant trade
distortions.

Airbus (1991): Initiated GATT dispute
settlement procedures against the EC for its
Airbus subsidies. Received a favorable
ruling regarding German Government exchange
rate support for Deutsche Airbus, the German
partner in the four nation European aircraft
consortium Airbus Industrie.

Greek Government Procurement (1991):
Obtained commitment from Greece to implement
GATT Government Procurement Code.

Corn_Gluten Feed (1991): Successfully
resolved a customs classification issue with
the the EC which was disrupting U.S. exports
of corn gluten feed valued at about $600
million a year.

Wine (1991): Obtained the temporary
continuation of the EC’s derogation for
certain U.S. winemaking practices that
otherwise would not have been permitted in
the EC. U.S. wine exports to the EC totaled
nearly $40 million.

Mediterannean Countries

o]

Removed Import Barriers (1991): Achieved
major changes in Israeli tax and import
licencing systems which had operated to
discriminate against U.S. exports.

Eliminated Machine Tool Circumvention (1991):

Negotiated agreement which eliminated
circumvention by Israeli firms of our
machine-tool VRA with Taiwan.
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GROWTH AND OPPORTUNITY

REMARKS BY
AMBASSADOR CARLA A. HILLS
UNITED STATES TRADE REPRESENTATIVE
BEFORE THE
NIXON LIBRARY CONFERENCE
WASHINGTON, D.C.
THURSDAY, MARCH 12, 1992
[as delivered]
INTRODUCTION
For the first time in history, the overwhelming majority of
the world’s people share a common economic and political vision.
From Budapest to Brasilia, that vision is of the extraordinary
achievements possible when the imagination and industry of the

individual are allowed to emerge from the shadow of government

control into the light of liberty.

Peoples in the former Soviet Union, Central and Eastern
Europe, and Latin America have chosen freedom and have torn down

the political barriers that have separated them from us.

The same forces that led to the dismantling of political
barriers are energizing international trade relations. Many
countries are choosing to tear down confining economic barriers.
They are seeking to supercharge their economies with new
commercial freedom to create opportunities for growth and

prosperity.



For our President, who fervently believes 'in the benefits
that flow from open markets, this new spirit could not have
blossomed at a better time. President Bush has a vision of a

world without trade barriers.

Speaking at the United Nations last September, the President
told the world how his trade policy contributed to the new world
order. He said: "Growth does more than fill shelves. It
permits every person to gain -- not at the expense of others, but
to the benefit of others. {[And] prosperity encourages people to

live as neighbors, not as predators."

The challenge we face today is how to anchor these emerging
democracies to the ideal of freedom, both politically and
economically, over the long-run. We do not want them to return
to command economies -- lured by the false promise of
protectionism. We want them looking outward, eager to

participate in a world of potential and possibility.

OVERVIEW OF U.S. TRADE POLICY

The President’s trade policy -- key to our effort -- seeks
to seize every opportunity to open markets and expand trade not
only to create greater growth and prosperity here at home, but

also to foster peace and stability throughout the world.




Since taking office, the Bush Administration has deployed a

trade strategy that seeks:

o to achieve a successful conclusion to the Uruguay Round

of global trade talks; and

o to enter market-opening agreements with key trading

partners, individually and collectively.

URUGUAY ROUND

The Uruguay Round is by far the most important of these
trade initiatives. The talks are taking place in Geneva under
the auspices of the General Agreement on Tariffs and Trade, or
the GATT. The

108 nations at the bargaining table represent over 90 percent of

world trade.

In these negotiations we are seeking a set of rules, laws in

effect, to modernize andlstrengthen our global trading system.

One agreed goal is to reduce global trade barriers by a
third. By our economic calculations, a one-third reduction in
tariff and quotas alone would increase world output by

$5 trillion over the next decade.




But the potential benefits of these talks go much further.

They could:

o open new markets for rapidly growing service

industries;

o expand market opportunities for international

investment;
o provide rules to protect intellectual property; and

o establish fairer competition in agriculture, which for
many countries constitutes their only source of hard

currency.

The United States is doing everything possible to push these
negotiations to a successful conclusion. We are absolutely
convinced that a good outcome in the Uruguay Round is the very

best means to put all nations on the path to greater prosperity.

- GEOPOLITTCAI, BENEFITS

Beyond the broad economic gains, a successful conclusion of

the current round of global trade talks can promote and protect
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our security interests. By mooring the countries of Central and
Eastern Europe and Latin America securely to an open global
trading system, the GATT can help prevent political drift and

economic instability.

Future trade and economic opportunities for these emerging
democracies depend directly upon results we achieve in this round

of GATT talks.

To maximize their prosperity and security, Central and
Eastern Europe must broaden and strengthen their economic ties
worldwide. Integrating them into the global trading system will
counterbalance temptations favoring an inwardly oriented greater-

European economy.

Similarly, the countries of Latin America need to reverse
the inward-looking, isolating statist policies which brought them

such ruin in the "Lost Decade" of the 1980s.

We can calculate to the dollar the enormous economic
benefits of a successful Round. A less quantifiable, but equally
important outcome, would be the creation of a stable and

effective framework for international collaboration.

A rejuvenated trading system will help prevent increased

. protections, heightened friction, costly trade wars, and




political instability that would make it near to impossible to
organize alliances against common threats like the one that stood

firm against Iraqi expansionism.

Without an agreement, the recently emerging democracies in
Eastern Europe and Latin America will be drained by the massive
costs of protections now imposed on them -- costs that the World
Bank calculates total two-and-a-half times all the aid they

receive.

How tragic it would be if reform governments that have
replaced command economies and tyrants with market-oriented
systems and political freedom cannot deliver on their economic
promises because of trade restrictions erected by the
industrialized world, and thus are replaced by more strident and

less sensible regimes.

All of these concerns could be considerably reduced by a

positive outcome of the Uruguay Round of global trade talks.

BITATERAL AND REGTONAL TRADE INITIATIVES
As we work to achieve just that, we continue to press for

open markets in every forum available to us.




A major opportunity close to home is our effort to negotiate
a North American Free Trade Agreement. Linking the complementary
economies of Canada, our largest trading partner, and Mexico, our
third largest trading partner, with our own would create one of
the biggest and richest markets in the world with 360 million

-producers and consumers, and $6 trillion in annual output.

We see a North American Free Trade Agreement as not only
creating new export opportunities for American businesses and new
jobs for American workers, but also locking in the economic

reforms put in place by the Salinas Administration.

A recent study by the Institute of International Economics
found that a NAFTA would create more than 600,000 jobs in Mexico
and 242,000 in the United States. Our own studies show an added
benefit of this newly created wealth: the ability to cleanse and

maintain the environment in the border region.

ENTERPRTISE FOR THE AMERICAS INITIATIVE

Without question, a successful NAFTA has enormous potential
for the economic growth of our nation and for the North American
region. But we also see it as a first step in implementing the
President’s Enterprise for the Americas Initiative which he
announced in 1990. The President’s long-term vision is to create

an hemispheric free trade area from Alaska to Argentina.




To that end, in the last 22 months, we have put in place

framework agreements with 30 Latin American countries. These
agreements set forth a set of sound trading principles, provide
for regular consultations, and establish the first agenda for
consultations. (I might note that we entered a framework
agreement with Mexico in 1987 and look how far they and we have

come since then!)

But our efforts to open markets are not limited to this

hemisphere.

U.S.-JAPAN TRADE

Since President Bush took office, a top trade policy has
been to expand access to the world’s second largest market
economy. We want Japan to be as open as the U.S. market.
Decisions on whether to import or export, to buy or sell, must be
based on market signals, not on collusion, Keiretsu,

administrative guidance, or industrial targeting.

Our message to the Japanese is clear: until their markets
are fully open, they will stir protectionist tendencies that are
latent everywhere and risk crippling the trading system on which

their prosperity depends.
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Our efforts have achieved some success. During the 3 years
President Bush has been in office, U.S. exports to Japan have

jumped 30 percent -- ten times faster than our imports.

In 1990, our exports to Japan were greater than our exports
to Germany, France, and Italy combined, and 25 percent greater on

a per capita basis than our exports to all of Europe.
Yet so much needs to be done.

CONCLUSION
1992 will be a full and intense year for trade negotiations

and a pivotal one for the world economy.

Our mission this year is to build a consensus in Congress,
throughout the country, and in the world at large for what open

trade means and why it must be nurtured.

Critical to building this consensus is to convince our
domestic and international colleagues that we seek to open trade
not for any narrow advantage that it may give to a single sector

but for the prosperity it generates for all nations.

Together, the nations of the world have within their grasp

the historic opportunity to build a global trading system that
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could trigger an economic renaissance that could insure global

peace and prosperity well into the 21st century.

And that is worth working for.

###
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Tired of gloom and doom in the press and on' the tube? Weary of
politicians who say that unless you elect them the U.S. will go down the
drain? Come visit with us the sunny uplands of the boom in U.S. exports.

The world’s most

competitive econom

By Howard Banks

IF ONE WERE to judge the state of the

cconomy purely by the rhetoric in the

presidential primaries, the conclusion
would have to be that the U.S was an
cconomic disaster. Factories closing.
Consumers gloomy. Productivity
lousy compared with Japan's. So elect
me and I'll salvage the economy and
save your jobs.

- But why isn’t anyone talking about
what's happening to the trade deficit,
the worry that so excrcises politicians,
TV newsreaders and newspaper head-
line writers? It must be that these
newsmakers and news processors
think the public doesn't like good
news. Because the news from the
trade front is very good indeed.

In overall trade, the US. had a
record deficit of $146 billion in 1987
(see chart). In 1990 the gap was down
to $70 billion. But by the close of
1991, the trade deficit was $7 bil-
lion—a nothing number in 2 $6 tril-
lion economy.

It is also nothing like any trade
number thrown around by politi-
cians, who mostly concern themselves
with merchandise trade. But even
here U.S. exports have been growing
an average of 9.5% a year since 1985,
much faster than the growth in im-
ports. This has cut the U.S. trade
deficit in merchandise goods by al-
most $95 billion since 1987.

In merchandise goods, including
the cost of importing oil, the U.S. last

year still ran a fair-size deficit—$66.8
billion. But this is 1992, not 1952.
These days not all trade is in manufac-
tured goods. The overall balance re-
flects two other'major items in trade.
Last year the U.S. had a §49.5 billion
surplus in services, from the sale of
such things as custom software, mov-
ies, insurance, and travel and tourism.
It also had a surplus in net investment
income, of aroqﬂa '$10 billion.

What'’s that about the U.S. not
being competitive?

Management seer Peter Drucker,
who has a knack for secing big trends
before ather peaple do, recently said:
“What's already happened to U.S.
trade performance, especially in man-
ufacturing, is unprecedented.”

It may profit the presidential hope-
fuls to peddle gloom so that they can
promise to fix it, but listen to Martin

N. Baily, professor of cconomics at

the University of Maryland : “What
clse do you expect, with the U.S. now
the world’s low-cost producen?™

Low-cost? Three factors have com-
bined to bring about this little-ac-
knowledged fact. ‘

Onc, since the 1985 Plaza Agree-
ment by the Group of Scven major
industrial countries, the valuc of the
dollar has fallen by around a third in
trade-weighted terms.

Two, U.S. productivity in manu-
facturing has been rising strongly
since 1982.. :

Three, U.S. wages increased only
3% a year in current dollars between
1982 and 1990. By contrast, German
wages rose 9.7% a year, Japanesc
10.5%.a year.

The result is that per unit of output,
U.S. manufacturing labor costs have
gone down in real, inflation-adjusted,
terms by 7% since 1982, according to
the Organisation for Economic Co-
operation & Development in Paris.
On the same basis, the OECD says that -
average unit labor costs for the cight
other top industrial economies rose
by over 45% in the same period.

You can turn that into gloom if you
want: It mcans U.S. workers no long-
er have the same wide edge in stan-
dard of living they once had over
workers in other advanced countries.
But the other side of that is that
consumers in the other countries can
now afford to buy more imported
goods—and the U.S. is getting its
share of those dollars. If jobs are the
issue—and they seem very much to
be—a job making goods for export is
at least as good as a job making goods
for domestic consumption.

The U.S. ecconomy is now so highly
compctitive with the rest of the world
that in Europe there are already the
first rumbles of complaint about the
American export juggernaut. Last
year the U.S. ran a $16 billion mer-
chandise trade surplus with Europe.
In 1986 it was a $23 billion deficit.




What accounts for such a swing?
The devastating pain of the early
1980s, the shakeout of weak compa-
nies with bad management and poor
products—and the unemployment
that inevitably followed—has been
like a blast of pure oxygen to the
cconomy. Productivity in manufac-
turing has been increasing at 3.1% a
year on average since 1983. That is
faster than in all other industrialized
countries, with the exception of Brit-
ain (coming back from depression
levels). Japan, with a proportionally
higher investment level, managed
about the same improvement, but
g from a much lower base.
i Is it possible that the recent im-
g provement in the trade figures owes
primarily to the recession—that once
the economy recovers, imports will

In 1991 the mer
chandisa trade defi
cit, including oll, Is
offset by a surplus on
sorvices and net In-
vestment income, giv-
ing an overall {rade
deficit of $7 billlon,

again jump and U.S. business people
will slip back into the casier job of
selling to fellow Americans? ““No, no,
no, no, no!” says General Electric
Co.’s Jack Welch, and the present
chairman of the Business Council.
“We’re all globalists now, and we are
staying that way.”

Other Forbes 500s executives echo
his view. Says United Technologies
Corp.’s chairman and chief executive,
Robert F. Danicll: “We must export
to grow. And companics that export
heavily have learned that when one
country or market is down, another
will be up.” A.D. (Pete) Correll, pres-
ident and chief operating officer of
papermaker Georgia-Pacific Corp.,
chimesin: “Exportmarkets have been
[at least] as profitable as domestic
markets” (see box, p. 88).

Welch and Danicll, with other cor-
porate leaders such as Dexter F. Bak-
er, chairman and chief executive of Air
Products & Chemicals Inc. and cur-
rent chairman of the National Associ-
ation of Manufacturers, make another
telling point: Concentrating on the
home market today spells disaster,
because companies that try doing so
end up losing out to imports even at
home. “It is the companics that ex-
port that are doing best here at
home,” says Baker.

Low-cost imports squeeze margins
here in the U.S. “That has been a
wonderful prod to U.S. companies to
improve their productivity,” says
Gary C. Hufbauer of Georgetown
University. _

The likelihood now is that the U.S.,
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Competitiveness

. will achieve a small trade surplus as

soon as sometime later this year. After

that? It is more than likely that for a
while, the U.S. will slide back into a
small overall deficit.

The gloom- mongers will have a
ficld day with this. But it is simply the
outcome of what economists call
asynchronous growth—trading part-
ners, that is, grow at different rates at
different times. Because the U.S.
went into recession carlier than other
industrial countrics, imports here
slowed while exports continued on a
fairly strong path. Now things have
reversed. The U.S. seems headed for
modest growth, while Europe and
Japan are headed for the economic
tank. So, temporarily, U.S. imports
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- - ]

1S

86

will likely increase, and U.S. exports
will be squeezed by slawdowns over-

seas. But when Europe and Japan

recover, so will the U.S. trade position
head back into surplus. The long-
term trend is right and good.

None of this is, of course, foreor-
dained. To be competitive interna-
tonally, it is not enough just for the
U.S. to improve domestic productvi-
ty and efficiency—as it has done. The
dollar must also be kept at a reason-
able level vis-3-vis other cumcnc:cs, a
too-expensive dollar would price U.S.
goods out of foreign markets.

If the U.S. goes back to policies
that encourage a strong dollar, as

happened in the early 1980s, then all’

bets are oﬁ' Says GE’s Jack Welch:

Fast-growing axports now account for two-thirds of sales.

“Each 10% increasc in the relative
value of the dollar requires 2 10%
increase in producdvity to offset it.”

Fortunately, the indications on the
dollar look positive for trade. The key
reason the dollar rose so much in the

carly 1980s was Congress’ pushing up

the budget deficit. The two ac-
counts—federal budget and foreign
trade—are closely interlinked. The
budget deficit left the U.S. with insuf-
ficient national savings to pay for the
capital investment boom that began
in 1982. The gap had to be filled by
borrowing from abroad; to achicve
that required high real interest rates,
which pumped up the value of the
dollar.

But hold it. Isn't the U.S. budget
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cxccutwc, Willxam Ma- & .spccd—-thcy slow down ™~ " ness lcvclcd he reacted
* dar, “We weren’t listening ~ when making turns—and quxcldy He created three
as closely to our custom- Nordson’s computer-con-  new international divisions
ers abroad.” - trolled system, called and gave them more
) Based in Westlake, Pro-Flo, adjusts the flow of power within the organiza-
Elghtm, , sales at Nord- Ohio, Nordson makes spe-  materials to the robot’s tion—allowing them, for
‘son Corp. flattenedin 1985  cialized machines thatap- - speed so they are apphcd example, greater freedom
or the first time in the ply adhesives, scalantsand  consistendy. to tailor the company’s
‘company’s 31-year history. coatings used in making Madar had long takcn machines to suit local mar-
5 #We had lost our cyes things like cars and house-  foreign markets seriously; ket needs. The dollar,
gpd cars ininternational hold appliances. Manu- by 1985 halfof Nord- . which began to fall late in
imarkcu, *recalls Nord- . facturing robots don't son’s sales were made over- 1985, also helped.
mm!cnt and chief . move at a constant scas. So when the bus- o -'. . 'The moves soon put
R ' - Nordson back on track.

g While U.S. sales have in-
§ creased at an average annu-
al ratc of 11% since 1987,
exports have grown faster
and accounted for two-
thirds of Nordson’s total
sales of $388 million in
fiscal 1991 (ended Nov. 3).
Nordson’s 29% average
return on cquity over the
last five years is more than
double that of the entire
capital goods industry.
. Madar, whosc custom-
ers include Japanese auto-
makers, has little patience
with politicians who say the
U.S. must get tough with
our trading partners. “If
you come up with new
ways to help people be
more competitive,” he
says, “‘you don’t find many
barriers in the way.”
~GRAHAM BUTTON
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deficit now at record levels? Yes, itis, N

but we are no longer as dependent on
foreign money to finance it as we were
in the decade just past. Beginning in
1982, the budget deficit began to
increase at the very time when Ameri-
cans started to save less. Thus, to
finance the deficit we had to borrow
heavily abroad, and this required high
interest rates to attract foreign mon-
ey. It also strengthened the dollar,
because in order to invest here for-
cigners had to buy dollars.

But we no longer require all this
foreign money. A decade later, even
though the budget deficit is rising
sharply again, the same pattern will
not be repeated. Personal savings are
higher today, and—far more impor-
tant—so are corporate savings in the
torm of retained carnings and depre-
ciation, As a result, the Fed is no
longer forced to keep interest rates
cripplingly high, noris there the same
upward pressure on the dollar.

Consider these numbers: In 1987
the U.S. imported $150 billion in
foreign capital. .In 1991, including
allies” contributions toward the cost
of Desert Storm, the U.S. barely bor-
rowed a cent from abroad. This year
the requirement will be no more than
$40 billion or so.

Again the caveat: These favorable
trends could be reversed it a dema-
pogic Congress goes on a spending
spree or on a taxing spree that penal-
izes savings,

According to the Congressional
Budget Oftice, always the gloomiest
torecaster on the sulyect, the budget
deficit by 1996 will be back down to
around 2.4% of the total economy,
versus nearly 6% by the end of this
fiscal year, By mid-decade the worst
costs of the s&1. bailout should be over
and defense spending will have started
to maoderate,

The best news about the US.
strong export pertormance is that the
improvement is broadly based across
most world markets. The fastest-
growing markets for U.S. exports
have been Europe, the newly industri-
alizing countries in Asia and some
longstanding customers who were
out of the market for most of the
1980s but who are now coming back
with a vengeance: the Latin Amen-
cans. “*Exports to Latin America grew
at over 15% in 1991, says Adrian T.

Forbes ® March 30, 1992

The '
pull-through
effect

Emerson Electric’s
Stephen Cortinovis
“] don't want our

ANYONE who worries that
foreign investment by U.S.
manufacturers destroys
U.S. jobs should look at St.
Louis’ §7.4 billion (reve-
nues) Emerson Electric Co.
International sales ac-
counted for 40% of Emer-
son’s revenues last year.
Most of that business was
done between Emerson’s
foreign customers and the
company’s 110 overseas
manufacturing sites. But
recently overseas sales of
goods made in Emerson’s
U.S. factories have
emerged as the fastest-
growing segment of the
company’s business. Direct
exports of Emerson’s
electric motors, heating
systems components and
pressure measuring instru-
ments are now running at
$500 million a year.

The direct exports are

j—
the result of what Stephen
Cortinovis, Emerson’s -
vice president of interna-
tional developmeant, calls *
“a pull-through effect.” By
this he means that Emer- '
son’s foreign manufactur-*,
ing has made overseas -~
customers more awarc of -
the companyandthe -
company more aware of .
foreign markets. e

“We’re experiencing 3%
an export boom today be- %
cause we laid the seeds 15 -
years ago,”” he says. “You
can’t export without a lo-
cal presence.”

. Noting that Emerson
invested heavily to mod- .
emize its U.S. plants,
Cortinovis says the compa- .
ny’s U.S. operations em- ... .;
ployed 19,000 warkers ten’
years ago. Today the fig-
ure is 44,000,
~CHRISTOPHER PALMERI |
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Dillon, vice president, planning, Ea-
ton Corp. “This market will become
more important as their economies
continuc to improve and when we get
a free-trade deal with Mexico.”

The export boom, no flash in the
pan, also spreads across a broad sweep
of the economy.

The U.S. is, forinstance, particular-
ly strong in services, dominating in
areas like software and insurance. On
international air routes, weak Pan
American and TWA have been replaced
with three strong carricrs, United,
Delta and American; today 25% of
total U.S. airline revenucs come from
international routes. Up to 1988, the
U.S. mostly had a $2 billion to $3
billion deficit on its travel and tourism

account. In 1991 there was a $9.4
billion surplus.

There is great strength in high-tech
exports, in computers, semiconduc-
tors (where 47% of U.S. output is now
exported), in scientific instruments,
airliners, pharmaceuticals and tele-
communications equipment.

“Revolution™ is an overworked
word, but there’s no better way to
characterize what has happencd in the
capital goods sector. U.S. capital
goods makers now export nearly half
their total output. Even basic indus-
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Georgia-Pacific’s
Correll (above)
T . Produce in the
U.S., o0l -
i worldwide.
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tries, like chemicals, paper and pulp,
and relatively mundane equipment,
such as electric motors (sze box, p. 87),
share in the hoom.

What's striking, if common sense,
is that companics that are competitive
and are successfully exporting rarcly
complain much about foreign gov-
ernments’  blocking their efforts.
They have put in the groundwork,
which can sometimes take years to
bear fruit (cspecially in Japan).

So how far can this boom go? The
ULS. currently exports around 7% of
gross domestic product. Japan cx-
ports 9.7%, and the Europecan Com-
munity around 9% outside the com-
munity. Suppose that the U.S. can
add the equivalent of another 3% of
GDP toits exports, to match the export
share of its major industrial rivals.
Today that would equal $170 billion
in new trade, which would sustain at
least 2.75 million jobs.

These extra exports would, inci-
dentally, just about replace the output
and jobs likely to be trimmed over the
coming five or six years as a result of
defense spending cutbacks. So we are
not talking of a jobs bonanza, the
mare so since many successful export-
ers are still trimming unneeded jobs
to cut costs and boost productivity

236rd 3.4 million tons in
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e T RT - * - Container, the world’s . er the dollar, the better our
“largest boxmaker, are [capital spending] strate-
now almost 22% of total gy looks,” says A.D. (Pete)
.output.. . : Correll, president and
“3%What accounts for this:. « chief operating officer of

"i gth? Two things: the *:Georgia-Pacific Corp..
cheaper dollar and heavy.: -*: * Exports beget exports.
nvestinent; The industry, - 5As they sell more abroad,
which'Bas hever asked for - companies like Georgia- -
trade protection, reckonsit  Pacific and Stone are find-
has.the highest ratio of -
..» capital spending to sales— . yet more sales offices over-
-around 10%—of all U.S.: = scas, particularly in Asia.
manufacturing industries. -
Since 1980, U.S. paper-: --*:_panies,” says Correll, “‘are
makers have spent $100- i developing an export
billion modemizingand - strategy.” -GARY SLUTSKER

- .ing that it pays to open

- ““More and more com-
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further. Nevertheless, such an in-
crease in exports would greatly case
the inevitable pain of massive cuts in
the defense budget.

It would be pleasant to conclude
this article on a whally optimistic
nate, but it would be unrcalistic to
overlook the very real dangers of poli-
tics intervening. Senator Donald W.
Riegle Jr. (D-Mich.) has, for in-
stance, introduccd a bill that would
reclassify Japancsc minivans as trucks
(thereby adding perhaps $5,000 to
their cost). Riegle™s bill will probably
go nowhere, but one never knows.
History shows that free trade works,
generating jobs and profit. And tradc
has played assignificant part in helping
squash inflation.

Trade, marc now than at any time
since the end of World War [1, holds
center stage when it comes to the
nation’s future economic well-being.
Yes, there are many, many problems.
We can all list them: inadequate edu-
cation, crumbling infrastructure,
crime, overspending politicians and
the rest. But sustaining the trade
boom will at lcast provide the means
to deal with somce of these problems.
Should the boom wither, the pros-
pects would be as dark again as they
were in 1979. .

Forbes ® March 30, 1992




January 22, 1992

USTR FACT SHEET

Measures Related to Japanese Public Sector Procurements
of Computer Products and Services

On January 22, 1992, United States Trade Representative Carla A.
Hills and Japanese Ambassador to the United States Ryohei Murata
exchanged letters committing the Japanese government to base its
procurements on the principles of non-discrimination,
transparency, and fair and open competition.

Ambassador Murata's letter conveyed a set of detailed "Measures
Related to Japanese Public Sector Procurements of Computer
Products and Services" for government and quasi-governmental
entities to follow when procuring computer products and services.
The "Measures" explicitly state that they have the "aim of
expanding procurements of competitive foreign computer products
and services" by Japanese public sector entities.

Major provisions of the Measures include:

- Assurances by the Government of Japan that foreign and
domestic suppliers will be accorded equal access to pre-bid
information.

- Coverage of both computer products (effective April 1, 1992)
and services (effective October 1, 1992 for governmental
entities covered by the GATT Agreement on Government
Procurement; effective April 1, 1993 for other covered
entities.)

== Commitment to formulate technical specifications in a
neutral, non-discriminatory manner and to ensure that
foreign computer manufacturers are provided with equal
opportunities to participate in the specification-
formulating study groups.

- Commitment that procurement entities will reduce their use
of single tendering (sole sourcing).

-- Improved transparency of the factors to be used in
evaluating competing bids and to award contracts based on
both price and performance.

-- Establishment of an impartial bid protest system to provide
equitable, timely, transparent, and effective bid challenge
procedures.

- Establishment of mechanisms to facilitate procedures for the
enforcement of the Antimonopoly Act in the public sector.

- Commitment to promote a multi-vendor open systems
environment.



The Government of Japan also confirmed that it would take actions
to eliminate or prevent anticompetitive behavior relating to the
distribution of computer goods and services in the private
sector.

The United States and Japan agreed to hold periodic consultations
to assess progress in implementing the Measures based on relevant
information as defined in the exchange of letters. .

Key Statistics

o

The Japanese public sector market for computer products and
services is estimated to have been $9 billion in 1990.

- Computer products, inclﬁding computer hardware,
peripherals, and packaged software, account for two-
thirds of that total, or $6 billion.

- The Japanese government market for computer services,
including systems integration and software development,
is estimated to have been valued at $3 billion in 1990.

The government sector computer market represents about 15%

of the total computer market in Japan. The overall (public
and private sector) Japanese market for computer products
and services is estimated to have been $60 billion in 1990.

The Japanese market for computer products and services is
projected to grow 11.7 percent annually from 1990-1995.

- The Japanese government market for computer products
and services is projected to reach $15.8 billion in
1995.

- The combined public and private sector Japanese market
for computer products and services is projected to grow
to $105 billion in 1995.

Foreign computer companies currently have only a six-percent
share of the Japanese public sector mainframe computer
market, considerably below the 41-percent share they now
hold of the private sector market for mainframe computers in

Japan.

At the national government level, foreign computer companies
have only 0.4% of the Japanese government market for
mainframe computers.

Data on the foreign share of the total market for computer
broducts and services are not available. Data on the U.S.

share of the Japanese market also are unavailable.

Source: The Computer Systems Policy Project



