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c:y T K YOU SO MUCA, PHIL, FOR INVITING ME TO 

SPEAK TO THIS DISTINGUISHED GROUP TODAY. I 

THOUGHT I WOULD KEEP MY REMARKS BRIEF SO THAT 

WE COULD LEAVE MORE TIME TO ANSWER QUESTIONS. 

WITH SO MANY FINANCIAL EXPERTS HERE, AND WITH 

RECENT EXCHANGE RATE TRENDS, I THOUGHT MAYBE 

WE COULD DO SOMETHING DIFFERENT TODAY: I COULD 

STAND UP HERE AND ASK YOU THE QUESTIONS, AND 

YOU MIGHT GIVE ME SOME ANSWERS. 

I KNOW THAT YOU WILL HAVE MANY 

OPPORTUNITIES DURING THIS CONFERENCE TO DISCUSS 

THE MACROECONOMIC ASPECTS OF OUR TRADE 

RELATIONSHIP. I BELIEVE YOU HEARD FROM ED 

LINCOLN, MY SPECIAL ECONOMIC ADVISOR, THIS 

MORNING, AND TOMORROW, MATTHEW GOODMAN, OUR 

EMBASSY FINANCIAL ATTACHE, WILL BE TALKING TO 

YOU AS WELL. SO I THOUGHT THAT I MI6'H~ 
TAL~ABOUT OUR OVERALL RELATIONSHIP, AND 

WHERE WE STAND TODAY ON THE TRADE AND SECURITY 

FRONTS. 

- 1 -



FIRST, ON TRADE. MUCH IS BEING WRITTEN AND 

SAID ABOUT THE U.S.-JAPAN TRADE RELATIONSHIP 

THESE DAYS. YET I BELIEVE THAT IT IS IMPORTANT 

THAT WE NOT LOSE SIGHT OF THE FOREST FOR THE 

TREES. SO LET ME START OUT BY SAYING THIS: IN 

ALL OF OUR DEALINGS ON TRADE, AMERICANS ARE 

GUIDED BY ONE COMMON CONVICTION: THAT BUSINESS 

MUST HAVE THE OPPORTUNITY TO COMPETE, FREELY 

AND FAIRLY, IN ANY SECTOR, IN ANY MARKET IN THE 

WORLD. CAPITAL FLOWS AND DIRECT INVESTMENT 

OPPORTUNITIES SHOULD BE GUIDED BY THE MARKET 

AND NOT POLITICS. 

THE UNITED STATES OFFERS JAPAN, AND ALL 

NATIONS, THE LARGEST FREE MARKET IN THE WORLD. 

MOREOVER, WE ARE COMMITTED TO LEADING THE 

WORLD -- THROUGH THE WORLD TRADE 

ORGANIZATION, THROUGH NAFTA, AND IN OTHER 

WAYS -- TOWARD A MORE OPEN GLOBAL TRADING 

AND FINANCIAL SYSTEM. 

ONE OF THE STRENGTHS OF THE U.S.-JAPAN 

ALLIANCE LIES IN OUR COMMON BELIEF THAT THIS 

FREE FLOW OF TRADE AMONG NATIONS IS CRITICAL TO 

GLOBAL PROSPERITY. THIS IS WHAT APEC IS ALL 

ABOUT, AND THIS IS WHAT OUR BILATERAL TRADE 

AGENDA IS ALL ABOUT. 
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THROUGH APEC, AMERICA AND JAPAN HAVE 

JOINED WITH OUR REGIONAL PARTNERS TO EXPAND 

TRADE IN THIS PART OF THE WORLD. LAST YEAR IN 

JAKARTA, THE MEMBERS OF APEC AGREED TO SET 

LIBERALIZATION OF TRADE AND INVESTMENT AS A 

GOAL FOR THIS REGION. THIS YEAR, JAPAN, AS HOST 

OF THE NEXT APEC MEETING IN OSAKA, IS UNIQUELY 

POSITIONED TO LEAD IN SHAPING A TRADE BLUEPRINT 

THAT WILL TAKE APEC ONE STEP CLOSER TO THIS 

GOAL. WE WILL DO EVERYTHING WE CAN TO SUPPORT 

JAPAN'S LEADERSHIP IN THIS AREA. 

BILATERALLY, OUR TWO NATIONS ARE WORKING 

TO INCREASE THE TRANSNATIONAL FLOW OF GOODS 

AND SERVICES THROUGH THE "FRAMEWORK" 

AGREEMENT. AS YOU KNOW, UNDER THE FRAMEWORK, 

OUR GOVERNMENTS AGREED TO BRINGING ABOUT A 

"SIGNIFICANT" INCREASE IN FOREIGN ACCESS AND 

SALES TO THE JAPANESE MARKET, AND TO ACHIEVE A 

"HIGHLY SIGNIFICANT" REDUCTION IN THE CURRENT 

ACCOUNT DEFICIT. 

WE HAVE MADE MUCH PROGRESS. WE HAVE 

CONCLUDED AGREEMENTS TO OPEN JAPAN'S MARKET 

TO FOREIGN INSURANCE, FINANCIAL SERVICES, 

CONSTRUCTION, INTELLECTUAL PROPERTY, CELLULAR 

-3-



PHONES, GLASS, AND GOVERNMENT PROCUREMENT OF 

MEDICAL EQUIPMENT AND TELECOMMUNICATIONS. WE 

HAVE EXPANDED THE MARKET HERE FOR FOREIGN RICE 

AND APPLES. 

I AM PARTICULARLY PLEASED WITH THE 

FINANCIAL SERVICES AGREEMENT WE REACHED LAST 

JANUARY. THIS AGREEMENT DOES THREE THINGS: IT 

OPENS UP JAPAN'S $1.5 TRILLION DOLLAR PENSION 

AND MUTUAL FUND MARKETS TO FOREIGN MONEY 

MANAGERS; IT ALLOWS FOR A BROADER RANGE OF 

INNOVATIVE FINANCIAL PRODUCTS TO BE ISSUED IN 

JAPAN; AND IT REMOVES AN ARRAY OF OUT:JlFCD-ATE 

RESTRICTIONS ON CAPITAL FLOWS IN AND OUT OF 

JAPAN. ~ CON~IDEt.T TM~ IF FULLY 
15 

IMPLEMENTED, TH~ , FINANCIA~ SERVICES AGREEMENT 

WILL 'it'B. TO ~ICAr INV STORS AND 

FINANCIAL INTERMEDIARIES, ArJD IT WILL ALSO 

BENEFIT JAPANESE PENSION BENEFICIARIES AND 

INVESTORS. 

PROGRESS IN OUR TRADE TALKS IS NOT A ZERO 

SUM GAME. EXPERIENCE PROVES THAT OPENING 

MARKETS IN JAPAN IS A WIN-WIN PROPOSITION. IN 

SO MANY OF THE AGREEMENTS WE HAVE CONCLUDED 

WITH JAPAN SO FAR, WE ARE FINDING THE RESULTS TO 

BE GOOD FOR THE U.S. AND JAPAN ALIKE. 

-4-



TAKE THE CELLULAR PHONE AGREEMENT, FOR 

EXAMPLE. WHEN WE NEGOTIATED AND REACHED AN 

AGREEMENT TO OPEN UP THE CELLULAR PHONES 

MARKET IN THE TOKYO-NAGOYA REGION LAST APRIL, 

THESE NEGOTIATIONS WERE GREETED WITH SHARP, 

ACRIMONIOUS RESISTANCE. BUT WHAT HAS 

HAPPENED? 

NOT ONLY HAS MOTOROLA DONE VERY WELL, BUT 

THE COMPANY THAT HANDLES MOTOROLA'S 

EQUIPMENT, I.D.O., ALSO IS REAPING GREAT PROFIT. 

OTHER JAPANESE COMPANIES ARE THRIVING TOO -­

SIX JAPANESE COMPANIES NOW SHARE ABOUT 75 

PERCENT OF THE EQUIPMENT MARKET HERE FOR 

MOTOROLA-TYPE PHONES. 

FOR 14 YEARS BEFORE THIS AGREEMENT, THE 

MARKET IN THE CRUCIAL TOKYO-NAGOYA CORRIDOR 

WAS STULTIFIED, PROVIDING DISTINCTLY 

UNIMPRESSIVE AND COSTLY CELLULAR PHONE SERVICE 

AS COMPARED TO ALMOST EVERY LARGE COMMERCIAL 

CENTER IN THE WORLD. FOLLOWING OUR AGREEMENT, 

THIS SAME AREA IS RAPIDLY BECOMING ONE OF THE 

MOST MODERN AND EFFICIENT CELLULAR PHONE 

MARKETS TO BE FOUND ANYWHERE. JAPANESE 

CONSUMERS ALSO ARE BENEFITTING -- A HAND SET 
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THAT USED TO RENT--YOU COULDN'T BUY THEM-- FOR 

100,000 YEN NOW SELLS FOR HALF THAT, AND THE 

PRICES ARE STILL COMING DOWN. 

THE SAME HOLDS TRUE FOR THE SEMICONDUCTOR 

AGREEMENT. ONCE AGAIN THIS AGREEMENT WAS 

GREETED WITH GREAT RESISTANCE AND EVEN ANGER. 

YET NOT ONLY HAVE AMERICAN COMPANIES BEEN ABLE 

TO STEP INTO THE JAPANESE MARKET AND DO QUITE 

WELL, BUT JAPANESE COMPANIES ARE ALSO 

BENEFITTING. SEVERAL IMPRESSIVE PARTNERSHIPS 

HAVE RESULTED TO EVERYONE'S ADVANTAGE. TEXAS 

INSTRUMENTS, FOR EXAMPLE, IS WORKING QUITE 

PROFITABLY WITH KOBE STEEL TO PRODUCE STATE OF 

THE ART MICRO CHIPS. I RECENTLY VISITED THE 

MOTOROLA-TOSHIBA JOINT PARTNERSHIP IN SENDAI 

AND IT TOO IS AN EXAMPLE OF SUCCESS FOR BOTH 

PARTIES. UNDER THIS AGREEMENT, THE WORLD SHARE 

OF THE SEMICONDUCTOR MARKET HERE HAS MORE 

THAN DOUBLED, TO OVER 230/0, AND THIS CONTENTIOUS 

AREA OF TRADE TENSIONS IS NOW A MODEL OF 

COOPERATION AND SUCCESS. 

THERE IS ANOTHER POINT THAT NEEDS TO BE 

MADE HERE. AND THAT IS THAT THE BENEFIT TO 

THIRD COUNTRIES, ESPECIALLY IN ASIA, OF OUR 

BILATERAL TRADE AGREEMENTS IS OFTEN 
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OVERLOOKED. OUR GOAL IS NOT BILATERAL 

ADVANTAGE BUT OPEN GLOBAL MARKETS. ON ANY 

NUMBER OF THE AGREEMENTS REACHED WITH JAPAN 

OVER THE PAST DECADE OR SO, NOT ONLY HAS THE 

U.S. SUCCEEDED IN SELLING MORE TO THE JAPANESE 

CONSUMER, BUT SO HAVE OTHERS. OUR 

SEMICONDUCTOR AGREEMENT OPENED THE JAPANESE 

MARKET NOT ONLY FOR AMERICANS, BUT ASIANS AS 

WELL. KOREA'S SEMICONDUCTOR SALES HERE HAVE 

INCREASED FOUR-FOLD -- TO ABOUT 10 PERCENT OF 

THE IMPORT MARKET. IN 1988, Vtf....QP£NED JAPAN'S ~ 
.Jf1 BEEF AND CITRUS MARKETS. TODAY, ALMOST HALF OF 

JAPAN'S BEEF IMPORTS COME FROM NON-U.S. 

SUPPLIERS. AUSTRALIA'S SHARE OF BEEF IMPORTS 

HAS GROWN FROM 10 PERCENT TO 30 PERCENT. 

CITRUS IMPORTS COME NOT ONLY FROM THE U.S., BUT 

ALSO FROM COUNTRIES LIKE BRAZIL. ~D LE OUR 

SHARE OF THE ORANGE JUICE IMPORT 

ACTUALLY DECLINED -- FROM 44 t c-f ~ 
/f \'t/ 

PERCENT -- SINCE WE SIGN THE AGREEMENT, ~ rf~ 
BRAZIL'S HAS EXPAND TO ROUGHLY W~~EN10F 

THE IMPORT MARKE oUR- SUCGES51N OPENING ~THE 

JAPANESE RICE MARKET IN THE URUGUAY ROUND 

PAVES THE WAY FOR IMPORTS OF ASIAN RICE -­

FROM THAILAND, CHINA, THE PHILIPPINES -- NOT 

JUST AMERICAN RICE. 
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SO I ASK THOSE WHO SO ROUNDLY OBJECT TO OUR 

BILATERAL TRADE NEGOTIATIONS TO CONSIDER THE 

WISDOM OF THEIR OPPOSITION IN LIGHT OF THE 

POSITIVE EXPERIENCE WE ARE HAVING. WE SHOULD 

KEEP THIS POSITIVE TRACK RECORD IN MIND AS WE 

SEEK FURTHER PROGRESS IN OUR TRADE 

RELATIONSHIP, PARTICULARLY AS WE TURN TO THE 

LAST REMAINING HIGH PRIORITY SECTOR TO BE 

NEGOTIATED UNDER THE FRAMEWORK -- AUTOS AND 

AUTO PARTS. 

OPENING MARKETS TO FOREIGN COMPETITION 

ONLY STRENGTHENS A NATION'S COMPETITIVENESS. 

LOOK AT WHAT HAS HAPPENED IN THE U.S.: BY 

PROMOTING WORLD COMPETITION, WE ARE NOW THE 

MOST COMPETITIVE AND PRODUCTIVE NATION IN THE 

WORLD BY A LARGE MARGIN. WE HAVE OUR EDGE 

BACK IN TELECOMMUNICATIONS, CARS, MEDICAL 

EQUIPMENT, COMPUTERS, MICROPROCESSORS AND 

COMPUTER CHIPS, PRINTERS, FINANCIAL SERVICES 

AND IN A HOST OF OTHER AREAS. THIS HAPPENED 

BECAUSE WE KEPT OUR MARKETS OPEN AND HAD NO 

CHOICE BUT TO MEET THE DISCIPLINE OF WORLD 

COMPETITION. 

IN JAPAN, WHEREVER HER COMPANIES COMPETE 

WITH THE WORLD THEY ARE OFTEN AMONG THE VERY 
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BEST. BUT WHERE JAPAN PROTECTS ITSELF FROM 

WORLD COMPETITION HER INDUSTRIES ARE NOT 

IMPRESSIVE. LJiBADUALLY, THESE INDUSTRIES ARE 

SHRINKING AS COMPETITION MOVES OVERS~ 

WE HAVE SEEN THIS HAPPEN QUITE RECENTLY IN 

THE FINANCIAL SECTOR WHERE INEFFICIENT CAPITAL 

MARKETS HAVE UNDERMINED JAPAN'S OVERALL 

COMPETITIVENESS. IN THE LAST FEW YEARS, WE HAVE 

SEEN A SHARP SHIFT -- THE "HOLLOWING OUT" OF 

JAPAN'S FINANCIAL MARKETS. THE NUMBER OF 

FOREIGN FIRMS LISTED ON THE TOKYO STOCK 

EXCHANGE HAS FALLEN FROM 127 IN 1991 TO ONLY 86 

TODAY. TRADING IN TOKYO IS 25 PERCENT BELOW 

EXPECTATIONS, AND FOREIGN SECURITIES FIRMS ARE 

MOVING THEIR REGIONAL HEADQUARTERS TO HONG 

KONG AND SINGAPORE. 

THROUGHOUT THE GLOBE, ECONOMIES ARE 

DEREGULATING, COMPETITION IS EXPANDING, AND 

MARKETS ARE OPENING UP. THIS SAME TREND IS 

PRESENT IN JAPAN, BUT FRANKLY, THE PACE OF 

CHANGE HERE IS SLOWER THAN IT SHOULD BE. THE 

DIFFERENCE BETWEEN THE HIGH PRICES HERE AND THE 

MUCH LOWER PRICES ABROAD REFLECTS THE 

CONTINUING MARKET BARRIERS IN THIS COUNTRY. 

JAPAN'S ENORMOUS GLOBAL TRADE SURPLUS IS A 
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FURTHER REFLECTION OF JAPAN'S OVERREGULATED 

MARKET. 

ON THE SECURITY FRONT, CHANGE HAS COME MUCH 

MORE SMOOTHLY FOR BOTH OF US. 

NO ONE CAN DOUBT THAT WE OWE THE LAST FIFTY 

YEARS OF PEACE AND PROSPERITY IN THIS REGION TO 

THE REMARKABLE SECURITY ALLIANCE THAT OUR 

COUNTRIES SHARE. WHILE THERE ARE THOSE WHO SAY 

THAT THE END OF THE COLD WAR MEANS THAT OUR TWO 

NATIONS NO LONGER NEED TO MAINTAIN A STRONG 

SECURITY RELATIONSHIP, I DO NOT BELIEVE THAT THIS 

IS TRUE OR CAN BE TRUE. 

TODAY, OUR SECURITY ALLIANCE IS MORE 

IMPORTANT THAN EVER. THE END OF THE COLD WAR IS 

GIVING RISE TO A NEW POLITICAL DYNAMIC HERE, 

MARKED BY THE COLLAPSE OF THE SOVIET UNION, AN 

UNCERTAIN RUSSIA, A STRONGER CHINA, AND A 

CONTINUED STAND-OFF ON THE KOREAN PENINSULA. 

THIS NEW WORLD IS RICH WITH FRESH OPPORTUNITIES, 

BUT IT IS ALSO FRAUGHT WITH UNCERTAINTY. AT THE 

SAME TIME, BOTH THE U.S. AND JAPAN HAVE A 

GROWING ECONOMIC STAKE IN THE ASIA-PACIFIC 

REGION AND A TREMENDOUS SHARED INTEREST IN 

REGIONAL STABILITY. 
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WE RECENTLY UNDERTOOK A REVIEW OF 

AMERICA'S SECURITY STRATEGY IN THE EAST ASIA­

PACIFIC REGION. WE CONCLUDED THAT THE U.S.­

JAPAN SECURITY ALLIANCE REMAINS AS CRITICAL TO 

US AS EVER AND THAT JAPAN'S ROLE IN AMERICA'S 

ASIAN-PACIFIC STRATEGY IS CENTRAL. LET THERE BE 

NO DOUBT: FOR THE FORESEEABLE FUTURE, AMERICA 

IS HERE TO STAY. 

THE U.S.-JAPAN SECURITY PARTNERSHIP ENDURES 

BECAUSE IT IS BASED ON SHARED, VITAL INTERESTS. 

WE BOTH HAVE A CRITICAL STAKE IN CONTINUED 

REGIONAL PEACE AND STABILITY, OPEN TRADE, 

ACCESS TO RAW MATERIALS, AND SECURE SEA LINES 

OF COMMUNICATION. WE BOTH WISH TO SEE A STABLE, 

DEMOCRATIC, AND REFORMING RUSSIA PARTICIPATE 

MORE FULLY IN THIS REGION. WE BOTH WANT TO SEE A 

CHINA THAT CAN CONTINUE ECONOMIC REFORM AND 

MOVE TOWARD DEMOCRACY WHILE ENGAGING 

CONSTRUCTIVELY IN THE REGION AND THE WORLD. 

AND WE BOTH WANT A KOREAN PENINSULA FREE FROM 

THE THREAT OF NORTH KOREAN NUCLEAR 

PROLIFERATION AND CONVENTIONAL WAR. 

REGIONAL PROSPERITY DEPENDS UPON REGIONAL 

STABILITY. OFTEN IN JAPAN AND BACK HOME I FIND 
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• 

THAT DISCUSSIONS OF THE U.S.-JAPAN SECURITY 

RELATIONSHIP AND OF OUR ECONOMIC RELATIONSHIP 

ARE CAST IN "EITHER - OR" TERMS. BUT NOTHING 

COULD BE FURTHER FROM THE TRUTH. SECURITY AND 

PROSPERITY ARE DEEPLY INTERTWINED. IF WE ARE TO 

HAVE CONTINUED ECONOMIC GROWTH IN THIS REGION, 

THEN WE MUST MAINTAIN REGIONAL STABILITY AND 

SECURITY. AT THE SAME TIME, THE WORLD MUST 

UNDERSTAND THAT AMERICA'S SECURITY DEPENDS 

NOT ONLY ON MAINTAINING A STRONG DEFENSE 

CAPABILITY, BUT ALSO ON EXPANDING TRADE, 

SPURRING GLOBAL ECONOMIC GROWTH, AND 

PROMOTING DEMOCRACY ABROAD. 

I BELIEVE THAT IN THE YEARS AHEAD WE WILL SEE 

A CONTINUATION OF THE CLOSE SECURITY 

COOPERATION BETWEEN THE U.S. AND JAPAN THAT 

HAS BEEN SUCH A VITAL PART OF OUR POSTWAR 

ALLIANCE. 

ONE OF THE GREAT SUCCESS STORIES IN MODERN 

POLITICAL HISTORY IS THE STORY OF HOW OUR TWO 

NATIONS, WHO FOUGHT EACH OTHER IN SOME OF THE 

MOST BITTER FIGHTING IN WORLD HISTORY, NOW HAVE 

SHAPED AN ENDURING, PEACEFUL, AND PROSPEROUS 

ALLIANCE. 
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• 

POLITICALLY, WE COUNT ON THIS PARTNERSHIP 

TODAY TO PROJECT OUR COMMON INTERESTS AROUND 

THE WORLD. ECONOMICALLY, NO OTHER COUNTRY, OR 

GROUP OF COUNTRIES, COMES CLOSE TO WHAT THE 

JAPANESE MARKET MEANS FOR AMERICAN BUSINESS. 

70 CENTS OUT OF EVERY DOLLAR OF U.S. TRADE IN 

ASIA IS WITH JAPAN. IN TERMS OF SECURITY, THE 

U.S.-JAPAN ALLIANCE IS THE CORNERSTONE OF OUR 

PRESENCE IN THIS PART OF THE WORLD. 

THE AMERICAN PUBLIC CERTAINLY HAS NO DOUBT 

ABOUT THE IMPORTANCE OF THE U.S.-JAPAN 

RELATIONSHIP. A POLL RECENTLY RELEASED BY THE 

PRESTIGIOUS CHICAGO COUNCIL ON FOREIGN 

RELATIONS SHOWED THAT 85 PERCENT OF 

AMERICANS, AND 96 PERCENT OF OUR NATION1S 

LEADERS, RANK JAPAN AS OUR NUMBER ONE VITAL 

INTEREST. 

IN CLOSING, LET ME SAY THIS: FIFTY YEARS AGO, 

OUR NATIONS ENDED THE SADDEST CHAPTER IN OUR 

HISTORY, AND OPENED WHAT WAS TO BECOME THE 

MOST REMARKABLE, PROSPEROUS PARTNERSHIP IN 

MODERN TIMES. TODAY, COOPERATION WITH JAPAN IS 

AT THE CORE OF AMERICA1S POLITICAL APPROACH 

TOWARD ASIA AND THE WORLD, AND OUR 
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COORDINATION IS IN FACT INTENSIFYING IN THE FACE 

OF NEW UNCERTAINTIES. 

WE SUCCEEDED IN REACHING THIS LEVEL OF 

PARTNERSHIP BECAUSE FIFTY YEARS AGO, AFTER A 

BITTER AND HORRIBLE WAR, OUR BRAVE LEADERS 

AND CITIZENS HAD THE VISION TO JOIN TOGETHER TO 

BUILD A STRONGER U.S. - JAPAN PARTNERSHIP AND 

TO SECURE A LASTING PEACE. THIS VISION IS AS 

RELEVANT TO US TODAY AS IT WAS THEN. AS WE 

LOOK TO THE FUTURE, LET US NOT FORGET THE 

REMARKABLE NATURE OF THIS ALLIANCE AND THE 

GREAT PROMISE IT HOLDS. LET US JOIN TOGETHER, 

ONCE AGAIN, GUIDED BY A COMMON VISION OF 

PARTNERSHIP AND PEACE FOR GENERATIONS TO COME. 

THANK YOU. 
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