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U.S.. EU AGREE TO EXTEND HELMS-BURTON TALKS; EU CRITICIZES Pnosness

The U.S. and European Union late this week agreed to seek an indefinite extension of negotiations to seule
" their dispute over the Helms-Burton law beyond the original Oct. 15 deadline, according to informed sources. But
while U.S. officials said enough progress was made in an eleventh hour Oct. 14—15 meeting in Brussels for the talks
to continue, EU member states this week called progress between the two sides “disappointing.”

In an Oct. 16 statement expected to be released today (Oct, 17), EU member states warned the U.S. that an
agreement on Helms-Burton can only be reached if the U.S. is more flexible in the negouanons than it has been up
10 now. Member states also called for 2 “time for reflection,” which one EU official said is a sign of their disap-
pointment with the U.S. so far.

The request fora pause in the talks also means "ﬂ:e ball isin the U.S. court to be more flexible,” an EU

- continued on pcge 26
U.S. FOCUSED ON IMPLEMENTING JAPAN AUTO DEAL. NOT WTO CASE

U.S. efforts to open the Japanese auto market will not focus on an international d.lspute settlement-panel after -
last week’s second annual review of a bilateral auto agreement, which U.S. officials called “disappointing.”

Instead, the U.S. will continue to focus on implementing the agreement in a way that will increase access to Japan's
auro and auto parts market, a U.S. official said in an Oct. 9 press conference.

In response to a question of whether the U.S. is considering a case in the World Trade Organization, a U.S.
official said the U.S. “goal now is to make the 1995 agreement work.” The U.S. will “focus our energy on makmg
this agreement work,” the official said.

At the same time, officials said U.S. complaints about the openness of Japan's auto market are supported by
officials from the European Union, Canada and Australia who attended the meeting last week.

continued on page 19
BERMAN PREDICTS HOUSE WILL VOTE ON FAST TRACK DESPITE UNCERTAINTY

‘A senior White House official this week predlctzd that thcre will be a vote in the House of Representatives on
the renewal of fast-track negotiating authority despite the current uncertainty over its outcome. But Special Coun-
selor to the President Jay Berman also admitted that the Administration has received no assurances from the
Republican leadership that there will be floor action on fast track.

“I think the concept of not having [a vote] at the end of the day is so staggering that at the end of the dny we
will all find a way,” Berman 5aid at the Economic Strategy Institute.

Republicans have generally provided the “preat majority™ of votes far trade leglslanon somcwhere in the 75
percent range,” Berman said. “[Tlhe question is can they — will they — do it again,” he added.

Rep. Bab Matsuj (D-CA), the mkmg member of the House Ways & Means trade subcommmee last week

conlmucd on page 23
BERGER GIVES CHINA NEW DOCUMENT OUTLINING KEY WTO ACCESSION ISSUES

The Clinton Administration last week presented to a senior Chmese oﬁcml a list of five priority areas in
which it wants China to make additional market access concessions by this month’s summit of President Clinton
and Chinese President Jiang Zemin as a way to move forward the negotiations for accessmn to the World 'n-ade
Organization.

Assistant to the President for National Security Aﬁ‘au's Sandy Berg:r last week :old Liu I-Iuaqm, the du-ecmr
of the foreign affairs office in China’s State Council, that new concessions in these areas would allow Clintan L
highlight the issue of WTO membership at the summit, U.S. and Chinese officials said this week. - '

The five priority areas are tanﬂ‘s non-tnnff measures, servwes, ag,nculmre and the mfm‘mutwn mchnology

sector, these officials- sald. “,,f,,.,,gd on nexs ngg

The texts of the EU-China Memorandum of Undsr.nandiug and of J'dpan s paper on its implementation -
of the auto agreement are available-on World Trade Online. If you would like 1o access these rexts
through a short orial, call Susan at (703) 416-8500 or (800) 424-9068.
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The U.S. is hoping that China will make an announcement at the surnimit regarding its willingness to signonwothe
Information Technology Agreement, which would eliminare tariffs in the sectar by 2000, according to informed sources. *:
Chinese ministries seem engaged in an internal debate oh the merits of a low or high tariff polity to- promote .
China's information technology industry, informed sourdes said. Up to now Chmese negouators hﬁve told ﬂleu' e
U.S. and EU counterparts that it would be very difficult to signonto the ITA. - .* -
A Chinese endorsement of the ITA could be the biggest trade breahhrough to be announeed at the summit
since few U.S. officials expect major concessions related to the WTO negotiations, these sources said.

Berger has taken a more active role in the summit preparations in an effort to beef up the trade
side of the agenda, according to informed sources. Nevertheless, it is unclear what if any movement on trade can be
achjeved at the summit, both in terms of the WTO or Chinese amnouncements for commercial deals that would-
reduce the trade deficit

“There is not a final resolution on what is going to happen at the summit,” an Admmnstranon official said. “It
is still a story in midstream.”

A Chinese buying mission is visiting the U.S. next week and will be hosted by the U.S.-China Business
Council in an Oct. 24 lunch.

New concessions would allow a more prominent consldcmtlon of wade at the summit. “Obviously, we want 1o
use the summit to move along the WTO process as much as possible,” one Administration official said. “But that
depends on China’s willingness to deliver in the five areas [identified in the U.S. paper].”

He and other Administration officials emphasized that Robert Cassidy, the chief U.S. negotiator on China’s
accession, has no plans to meet with his Chinese counterpart Long Yongtu before the summit. Such a session has
been previously discussed, but was ultimately rejected as were proposnls that U.S. Trade Rnpresentauu Charlene
Barshefsky visit Beijing before the summit, sources said.

Several officials believe that China itself is not too keen to engage in mtense W'I‘O negotmtmns unnl after the
summit, since Long requested a working party meetmg in December instsad ot‘ agreeing to the U S. pmposal ofa
November meeting.’ : .

WU Y| REJECTS U.S. CHARGES ON TRADE DEFICIT, CALLS FOR.PERMAN_ENT MFN

Chinese trade minister Wu Yi last week rejected U.S. charges that China’s policies are the cause of the U.S.
trade deficit with China, and insisted that many factors are contributing to the imbalance. In an Oct. S article
published in China, she criticized the U.S. for focusing solely on the trade numbers instead of the benefirts of
increased trade, according to a statement released by the Chinese government.

“[N]either country should solely shoulder the responsibility for the trade imbalance,” Wu Yi said, “It wtll not
help soive the problem if the United States pays amention only to numerical differences and ignores the mutual
benefits brought by growing trade between the two big countries.”

At the same time, she said that further bilateral cooperation can only develop in a healthy manner if “non-
trade” factors are excluded from the U.S.-China economic relationship. Wu Yi also predicted that the upcoming
summit between President Clinton aud Chinese President Jiang Zemin will bnng new opportanities for Sino-U.S.
econortic ties.

A Chinese buying mission will visit the U.S. next week in advance of the summit and is likely to announce commer-
cial deals, sources said. The group will be led by China’s State Planning Commission and the Ministry of Foreign Trade &
Econormic Cooperation, and will attend a hmch hosted by the U.S.-China Business Council on Oct. 24.

Wau Yi said the trade deficit is the result of several factors, such as differences in economic development,
trading methods, labor practices and statistics. “The shift of industrial processing from other Asian countries to
China, the ransit trade via Hong Kong and direct U.S. investment in. China all directly contribute to the trade

. imbalance,” according to Wu Yi. “Indeed, the trade balance ini favor of China is as historically unavoidable as the
previous one in favor of the United States.”

Wu Yi’s statements indirectly rebut charges by Daley that China is causing the wrade deficit with the U.S. and
the rest of the world by focusing on its own economic growth and internal policies before opening its economy to
international competition (Inside U.S. Tvade, Oct. 10, p. 19). Daley made these comments on his recent wip to
China, during which he had hoped the Chinesé govemnment would announce sizeable contracts for U.S. firms in an
effort to reduce the bilateral trade deficit,

Wu Yi said the Chinese government has made g—eat eﬁ'ons to develop bilateral economic lmks such as
sending purchasing groups to the United States to reduce the trade deficit with Chma She urged the U.S. to
increase cooperation between the two countries as well.

Wu Yi added that a stable foundation of U.S.-China economic ties depends on permanent most-favored nation
status. The uncertainty created by the annual review of MFN for China gives a “sense of mmbxhty to Chinese and
U.S. businesses, she said,

5 o ; - " INSIDE U.S.TRADE - October 17, 1997
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EU-CHINA WTO PRIN‘CI-PLES INCLUDE NEW UNDERSTANDING ON TARIFF CUTS

_ The joint principles released by the European Union and China this week to guide the talks on China’s entry
into the World Trade Organization break new ground on tariff negotiations, according to U.S. and EU officials.
The relevant principle commits China to a formula approach for tariff cuts, including curbing peak tariffs at 15
percent with very limited exceptions, according to the statement reprinted below. ¢ )

A formula approach would help address a problem that bas plagued the WTO market access negotiations for
some time — China’s refusal to deal with different countries' tariff priorities, a U.S, official said. A formula
approach that sets a cciling for tariffs will offer an opportunity to address these priorities, he said.

The EU-China principle on tariff negotiations is part of an agreed statement covering four negotiating princi-
ples issued after a meeting of EU Commissioner for Extemal Relations Leon Briran and Chinese Minister of
Foreign Trade and Economic Cooperation Wu Yi. Brittan hailed the document as 2 “conceptual breakthrough™ that
would help “breathe new life” into the WTO negotiations. Negotiators for the U.S., Canada and the EU have said
that talks have lagged in recent months with only minimal progress. :

The principles are expressed in very general terms. They express the need to adhere to the WTO princi-
ples of non-discrimination and natiopal treatment; the phaseout of quotas by a fixed date, which one EU
official said is “more or less” understood to be the year 2005; the need to cut so-called peak tariffs and apply
a formula approach to tariff negotiations; and to open up the Chinese services market to forsign service
providers. ' ' '

The principles also hold open the possibility of progress in two areas. beyond tariffs, but otherwise are a
reststement of agreements already reached, EU sources said. The principles could help move the negotiations
forward if China offers market access concessions in time for a December meeting of the WTO working party that
are “not be totally inconsistent” with them, one informed source said. . :

U.S. officials praised the EU-China announcement as “promising™ and a “constructive step™ that could move
the negotiations forward. EU officials said this week that staff-level negotiators did not discuss the mitiative with
their U.S. counterparts earlier this month when they met to coordinate approaches in the WTO China negotiations
bacause it had been proposed by China during Brittan’s visit. - o

Brintan touted the principles as allowing the WTO talks to enter the final phase during his visit to
Beijing. “I believe that.agreement on a set of firm and specific principles governing the WTO negotiations
amounts to a conceptual breakthrough which should reinvigorate the whole accession process,” Brittan said
in an Oct. 14 statement. “I believe we can now enter the last lap of the negotiations for China’s accession to
the WTO."” C : '

The principle regarding the phaseout of quotas could break new ground if China adheres to it, one
informed source said in an assessment shared by a U.S. official. In the principles, China agreed to phase out all
quotas on imports according to a clear schedule leading to the elimination of its last quotas by a fixed date. Howev-
er, detailed talks berween the EU and China have thrown “some doubts™ on China’s commitment to eliminate all
quotas, according to the informed source. ' L

Similarly, the principle on national treatment and non-discrimination could be significant since it arguably
¢ould be interprered to extend into the services sector, he said. China committed to applying these principles to
goods and “companies established and operating in China,” according to the statement reprinted below. Establish-
ment of companies is a services issue, the source pointed out. _

But even if applied to goods only, the principle is not necessarily 2 restatement of commitments that China has
already made, a U.S. official said. It is true that narional treatment is one of the commitments China has taken on in
the context of WTO draft protocol, but it has not applied that to market access, the official said.

China has offered to bring its'legislation into conformity with the WTO principles of narional treatment and
non-discrimination immediately or upon accession, one EU official said. - :

This commitment includes such issues as after sales and maintenance services for cars and foreign appliances,
the official said. To provide such services at this time, foreign compauies need a special license from MOFTEC,
something local firms do not need, he said. = :

The services prineiple is the weakest of the four, EU officials conceded. The statement says China will
improve its “commitments so as to offer a real perspective of market opening on the basis of fair and mransparent
principles in which all non-Chinese service providers enjoy balanced and equitsble access.”

This language is consistent with the Chinese reluctance to make major services concessions, which has led
both U.S. and EU negotiators to conclude that any future services offer by China is likely to be modest (Inside U.S.
Trade, Oct. 10, p. 1). L L -

Brittan and Wu Yi emphasized in their statement that there is still a “considerable distance”
between the two sides, and that “considerable negotiations” are still required on the timing of China’s WTO
commitments. “We have instructed our negotiators to meet for a further intensive round of negotiations in

INSIDE U.S.TRADE - October 17, 1997 ' 3
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Geneva in early December,” it said.
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In the WTO negotiations, China has offered to the U. S and EUa packnge of cuts that amount to an
average tariff of 12 to 14 percent for several thousand items, which includes numerous tariff peaks, official
said. But officials warned that one can only assess a tanff offer ifitis comprehenswely covermg all 6,000

tariff lines, they said.

Independent of the WTO talks, China announced unilateral tariff cuts effective Oct, 1 that maintain many
tariff pesks. The package cuts to 80 percent its tariffs on cars, such as station wagons and cross country vehicles,
according to a U.S. official. Also under the Oct. 1 package, tariffs on busses are 70 percent and go up to 100
percent for certain cars, the official said. Only one tariff line in the automotive sector is reduced to 30 percent,

according to the official.

In the WTO negotmlons, the U.S. has pressed for China to have no tariffs higher than the 15 percent
level defined as a peak in the Uruguay Round, and an average tariff rate of 8 percent,.officials said. The EU
has pressed for similar goals -- an average 8 percent tariff rate not including the tariff cuts required by the

Information Technology Agreement, and no peaks over 15 percent with possibly a “handful” of exceptions,

one official said.

If China implemented EU demands on tariffs, the sxmple and lrade-welghted average tariff would amount to

about 8 percent, one EU ofFicial said.

The EU is not counting tarifls affected by the ITA, which would climinate tarifls in the sector by the year
2000, in its average tariff calculations because the ITA was concluded long after the EU formulated its demands for
the average § percent level, an EU official said. China has not completely ruled out accepting some of the ITA
tariff cuts, and is still engaged in an internal debats on whether it should pursue 8 high or low tariff pohcy to
promote its electronics industry, informed U.S. sources said. -

The Clinton Administration is hoping that China will make an announcement regardmg the ITA at the
upcomlng summit of President Clinton and Chinese President Jiang Zemin (see related story).

Ip a related development, Wu Y| last week Illghllghted China’s decision to lower its average tariff
rate to 17 percent effective Oct. 1. So far, China bas reduced its tariffs by 60 percent since 1993, and has
made a commitment to bring its tariff level down to the average of developing countries by the end of the
century, she said in an Oct. 6 speech held in Hong Kong to the 28th General Assembly of the World Trade

Centers Assn.

“This fully demonstrates China’s determination and confidence in participating in international competition
and cooperation, she said. She pointed our that China will adopt “much more preferential policies” for high-
technology equipment and advanced technology entering China.

The EU and China also reached s memorandum of understanding outlining 2 number of areas in which the EU

will support China’s transition to a market economy

EU-China Principles on WTO Accession

Agresd Statement Following the Mesting Between Minister Wu
Yi and Sir Leon Brittan On 14 Octobex, 1997

“We have held a constructive discussion on China’s ac-
cession to the WTO. I firmly reiterated the European Union’s
strong and long-standing support for membership as soon as
possible on terms thar will be of mutual bénefit and reinforce the
waorld trading system. Although a considerable distance remains
between our positions on a8 number of points, we now have
greater confidence that real ind concrete progress can be made,
and we are now actively engaging in e crucial stage of these
negotiations. Considerable negotiation will of course be re-
quired to agree on acceptable timing for China’s eventual WTO
commitments, but I am confident that the following genersl

principles which the Minister and I agreed will help breathe new

life into the talks.

China bas reaffirmed its full commitment to the principles
of National Treatment and non-diserimination, fundamental te-
nets of the WTO, in the treatment of imported goods and

companies established and operating in China.

' China has agreed to phase out all of its quotas on imports

according to a ¢lear schedule leading to the elimination of its last

remaining quotas by a fixed date.

. On market access for goods, it was agreed that a tariff-
cutting package should include the limitation of ‘peak’ tariffs
with the possibilities of very limited exceptions in addition to the
overall reduction of China’s tariff average, and that an agreed
forrmula to that effect would be needed.

On market access in services, it was agreed that China
would improve its commitrnents so as to offer a real perspective
of market opening on the basis of fair and transparent principles
in which all non-Chinese service pro\ndets enjoy balanced and
equitable access.

_ ‘We have instructed our negotiators to meet for a further
intengive round of negotistions in Geneva in early December. I
am confident that these talks, in addition to efforts made so far,
should bring us substantially closer to the final phase in this long

. negotlatlon »” ,

INSIDE U.S.TRADE - October 17, 1997
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HIGH-TECH INDUSTRY SEEI(S MORE PRODUCTS, COUNTRIES IN NEW ITA INITIATIVE

_ sz playels in the U. S. lugh-mch lndnstly havc askcd the U.S. government to expand the product and country
coverage of an existing agreement et 1o eliminate tariffs on information technology products by the year 2000.
U.S. companies and associations have also called on the U.S. to negotiate the acceleration of tariff reductions
included in the Information Technology Agreement struck in early 1997 and to tackle a number of non-tariff
barriers to trade in the sector. . .

. In Sept. 30 public coraments to the Office of the U S. Trade Representnnve, U.s. industry groups said the ITA
should be extended to China and countries in Latin America. It should also cover products such as consumer
electronic equipment and components, inputs and components of products included in the first phase of the ITA, .
and the equipment and parts of the equipment used to make those products.

The so-called “ITA II” should also address practices such as forced technology transfer, public procumnent

- dacisions, differential product standards and discrepancies in product classification, they said.

A coalition of U.S. industry associations also said that countries should agree to accelerate the pace of tariff
elimination as negotiated in the ITA by dropping tariffs to zero as soon as they reach three percent. The ITA
Coalition argued that the administrative costs of such low tariffs are greater than their financial benefits.

The ITA’s 43 participants met late last month in Geneva to begin work on the ITA II. The Sept 29 mecting of the
new WTO Committee of Participants in the Expansion of Trade in Information Technology Products was largely arganiza-
tional, but each country informed the commitree that it is in the process of consulting with ifs relevant domestic industries in
m-dm-togmm lists ofprodum for possible expansion of the agreernent, according to atrade official.

" The consultation process is set to continue until the end of the year, by which time participants should have
tabled their submissions for new provisions in the ITA, the official said. Negotiations based on the product lists are
set to begm in January 1998, with the deadline for completion set for Sept. 1, 1998. Implementation of the new

* agreement is to begin by January 1, 1999,

The Committee has yet to elect a chairman or decide on its rules of procedure, but should make progress on

these issues at its next meeting, scheduled for October 30, the official said.

As part of their public comments to USTR, a nnmber of U.S. groups complained about the Impact of
forced technology transfer. According to the ITA Coalition, the Semiconductor Industry Association, and Semicon-
ductor Equipment and Materials International, countries hamper market access through this practice. They condi-
tion investment in a country on the transfer of forelgn companies’ intellectual property to local firms.

The groups cited existing WTQ rules on Trade-Related Investment Measures (TRIMs) as inadequate to
address forced technology transfer and urged ITA participants to undertake a review of the issue to determine what
actions might be taken to discourage technology transfer.

“This review should also inchide a review of measures in countries which are not yet signatories to the ITA,
but which might join ITA in the future,” the ITA Coalition and SIA added in an apparent reference to China. None
of the three groups put forward any suggestions for action, however. '

According to an industry source, the associations are hoping to cooperate with USTR in developing guidelines
in technology transfer. “No one¢ wants to get out ahead of the Administration on solutions,” the source said.

The ITA Coalition also urged ITA signatories to review the impact of purchasing decisions by state-invested
enterprises in China and Latin America on global trade in information technology. International rules should ensure
that these firms “make purchases and sales solely on the basis of commercial considerations,” and  review mecha-
nism should be developed to enforce such a commitment,

Thirdly, the Coalition recommended that the ITA I1 negotnatlons should include an effort to address
regulatory reform issues, specifically in simplifying procedures for regulstory acceptance of products already
certified in other countries. The Coalition said the ITA II should develop a consensus on facilitating trade through a
principle of “one standard, one test” and to move toward a Conformity Assessment Agreement.

Finally, the Coalition urged USTR to persuade signatories to accept ATA Carnets, customs permits which
allow for the temporary importation of products and are usually used for trade show and demonstration goods. The
Coalition cited Costa Rica, Indonesia, Macau mehten.mm, Pnnama and the Philippines as ITA members who do
not now honor the carnets.

USTR was asked to address two additional typa of barriers. Semarech, a consortium of semiconductor
manufacturers, cited customs practices, mcludmg customs clearance times and pmcedu:es, which they charged
inhibit the timely and free flow of goods.

" In addition, Micron Technology said ITA membem should develop a remedy for the problem that addresses
the govenmcm-desxgned and assisted build up of high-tech industries designed primarily for export. According to
Micron, Korea, Taiwan, China, Malaysia and Singapore offet the most blatant examples of this practice, and that
these practices have a distorting effect on semiconductor trade.

' All associations and companies who submitted comments also urged USTR to seek to expand the product

INSIDE U.S.TRADE - October 17, 1997 5
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coverage of the ITA to include parts of and inputs for products that were included in the first round of tariff

eliminations negotiated earlier this year as well as finished products specifically excluded from the first ITA. For
- example, two individual companies and two tajor associations urged USTR to include on its product list the raw

materials used in the manufacture of capacmm “The inclusion of the capacitor raw material into the ITA II is an

absolute neoessity if we are to conunue in business ata reascnable level of sales,” the North American Capacmr

Company wrote.

Another capacimr manufacnuer, Barker Microfarads, In¢., stressed its specific opposition to accelerating the

negotiated tariff reduction on finished capacitors and thus elhnmatmg all protaction for the U.S. capacitor industry.

The Business Technology Association urged USTR to work to extend the ITA to include all types of photo-
copiers. Digital photocopiers were included in the first phase of the ITA, but more common non-chgml mashmes
were excluded at the behest of a major U.S. manufacmurer. -

The Electronic Industries Association (EIA) included many so-called “convergence products,” which incorpo-
rate different functions into a single product. Several other submissions joined EIA in proposing to phase out tariffs
on such products as CD and DVD (digiral wdeo d.lsc) players, television receivers and tuners, flat panel displays
and digital cameras.

“These products reprcsent the trend in our industry towards a convergence of traditional information technolo-
gy and consumer ¢lectronics,” wrote EIA.,

.Several groups also asked USTR to clarify how ITA signatonu will treat software and other copyrighted
material. Although the software product category was included in the first ITA, the term can be interpreted to only
include products that can be played in personal computers and to exclude similar products designed for other types
of hardware. Two associations joined the ITA Coalition in urging USTR to work with U.S, induswy and the ITA
signatories to establish a clear and broad definition of soﬁ\vm subject to tariff reducuons that does not specify the
type of playback apparatus.

“USTR should seek international consensus to define soﬁware :rrespectwe of the me:ha on which it may
reside, as ‘instructions and data, whether or not incorporating sounds or images, recorded in binary form, and
capable of being manipulated or providing interactivity to a user,"” wrote the Coalition,

The Motiop Picture Assocmﬂon of America went a step f fuﬂ:her Citing the blurring of traditional classifica-
tions of media through so-called muitimedia products, the MPAA sdvocated negonanon of duty-free trade for all
copyrighted material regardless of the underlying media in which the content is embedded. MPAA specifically
cited cinematographic film, tape for videocassettes and laser- tead discs for inclusion in the U.S. produer list, all of
which now carry motion pictures and related content. g

In accordance with the Administration’s initiative on electronic commerce, MPAA also asked that copyrighted
content delivered over the Internet be given the same treatment. “To avoid distortions in the market, the customs
treatment of copynglmd content should be the same regardless of what physical form the content is traded or
whether the content is electronically transmitted,” MPAA wmte :

USTR also received requests to include many other prodneh which have information uechnology applications. In
addition, two U.S. manufacturers urged USTR to disregard suggestians that ball bearings and linear bearings be included in
the U.S. product list, although no comments proposed their inclusion. According to am industry source, bearings had been
considered but were discarded from the industry proposals befare their submission to USTR.

U.S. SCORES PARTIAL VICTORY IN WTO CASE ON EU CLASSIFICATION DISPUTES

An interim report of a World Trade Organization dispute settlement panel has handed the U.S. a partial
victory over the European Union with respect to its classification of a number of high-technology products,
according to informed sources. Although the panel concluded that the EU violated its WTO obligations by applying
a higher tariff to Local Area Network (LAN) equipmens than jdentified in its schedule, it did not agree with the
U.S. that BU duties on personal computers/televisions ('PCTYS) violate WTO rules, these sources said.

_ The panel agreed with U.S. arguments that EU duties on LAN equipment violate Art. I of the General
Agreement on Tariffs & Trade, which outlines rules on adherence to tariff schedules, informed sources said. The
EU violated this provision by reclassifying LAN equipment from a category of the Harmonized Tariff System with
a 3.9 percent tariff to one with a 7.5 percent duty, the panel concluded. .

The European Commission on Juae 14, 1995 reclassified LAN products from HTS canegmy 8471 (au:omatxc

- data processing machines and units thereof) to category 8517 (telecommunications apparatus). Customs authorities
- in the United Kingdom and Ireland began followmg snch 8 clasmﬁcanon scheme even before the Commission
decision, .. -

Informed sourm noted that the panel d1d not exphcnly mdxct the EU's reclassification. It simply concluded
that the EU committed a straightforward violation of Art. lI, though the reclassificarion was the process by which
the violation occurred, these sources. _

6 INSIDE US.TRADRE - October 17, 1997
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The panel declined w0 rule an whether the reclassification of PCT Vs violated intemational rade rules, informed
somwsmd.Prmclpal]y nsmdihntndldnmhawmwghmfoumnmmmknchadacmm.d:semmi

The PCTV lssue stems from decisions by UK customs authorities to clusify “eenam enhanced computers”
not as computers, which face a three percent tariff, but as “television receivers” (HTS category 8528) with a duty
of 14 percent. The panel essentially declined to rule on this issue because the U.S. could not show ewdence that its
companies have had to pay this higher rate, informed sources said.

UK authorities imposed the 14 percent rate on one shipment of computexs three years ago. but u. S compatiies
have stopped shipping this particular product, one source noted.

The impact of the classification of PCTVs was further lessened by the manner in which the EU said thar it
would treat these goods in the context of an agreement to eliminate duties on high-tech items in four stages by the
year 2000. As part of the Information Technology Agreement, countries signed Annex A, which listed the specific
HTS lines that will go to zero by 2000, and Annex B, whu:h listed products on Whlch duties would be eliminated
regardless of their HT'S classification.

The EU ultimately classified most of these products i in category 8471 at a 3.9 percent, but created a carveout
for PCTVs at a five percent rare. Since the first phase of the ITA took effect on July 1, cumng rates by a further 25
percent, the current duty on the products most commemally important to U.S. exporters in the PCTV category is
3.8 percent, and will go to zero by 2000.

One source said a Key reason for bringing 8 WTO challenge on the PCTV issue was to pressure the EU to
implement the ITA in a way that would eliminate the problems created by any classification disputes. Now that it
has done so, he said, a WTO victory is not necessary for the U.S. to achieve its goals.

U.S.. KOREA UNLIKELY TO MAKE PROGRESS ON AUTOS UNTIL NEXT YEAR

The U.S. and Korea are unlikely to make early progress on a bilateral dispute over access to the Korean auro
market because of December presidential elections in that Asian country, according to informed sources. The two
sides have not yet resumed negotiations on the implementation of a 1995 memorandum of understanding which
were suspended on Oct. 1 when the U.S. initiated a Sectlon 301 case ngunst Korea as part of its Super 301 review
of rade practices,

Korea told the U.S. prior to the taunch of the 301 case that it would take “all proposals” off the table if the
U.S. took this bilateral step, a Korean official said. Korea also said the U.S. “knows there are some constraints™ on
what Korea can offer prior to its December elections, the official said. :

Korea has also warned the U.S. that it will initiate 2 case in the World Trade Organization if the U.S. moves to
limit Korean access to the U.S. market, a Korean official said. Korea would begin the WTO process as soon as d:c
U.S. began drafting a retaliation list, the official said.

Prior to the Oct. 1 Super 301 deadline, the two sides made progress on some minor issues but not neaﬂy
enough to convince the U.S. not to take the 301 route, informed sources said. In the area of technical standards and
certifications, Korea had offered to institute a “self<certification procedure” which would allow automakers to
conduct their own safety inspections instead of submitting to inspections by Korean authorities, these sources said.

But the Korean offer on this point was worded in such a way that left uncertain whether Korea would be
clearly bound to take this step, one source said. :

Moteover, the U.S. and Korea made virtually no progress on a U.S. complaint that Korea's tax and cariff
structure discririnates against imported vehicles, informed sources said. Korea said that it could not reduce tariffs
on vehicles, which are currently bound at 80 percent in the WTO but are applied at an eight percent rate, because
that move would require legislation by the National Assembly, these sources said.

The U.S. auto industry has called on Korea to reduce the tariff to 2.5 percent, an industry source said.

The U.S. has also charged Korea with evading the 1995 MOU through its reclassification of sport utility

- vehicles as passenger vehicles for the purpose of its mtamal tax system. The move greatly mcreased the tax applied
1o these vehicles.
The U.S. is also likely to raise the issue of actions and statements by the Korean government which adversely
_ affect “consumer perceptions” of imported products, such as tax audits of people who buy imported cars, an
informed source said. The U.S. industry has pressed Korean officials to. make publlc staternents mdxcatmg that
there will be no reprisals against people who buy imports, an industry source said.

The two sides could also face further coniflict over a tax on vehicles which is used to finance subway construc-
tion in Seoul and Pusan, informed sources said. Korea has said it will ehmmate the tax by the end of this month,
but has not kept similar pledges in the past, these sources charged.

When the Clinton Administration annonnecd it would launch an mvutlgatlon of the Korean auto market
under Section 301, it employed a provision of the 301 Iaw which makes it clear that even thongh the U.S. is not
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charging Korea with a violation of WTO mles at dlis tlme. it eenld hrmg a WTO dispute settlement case in the
future (Inside U.S. Trade, Oct 3, p. 13). . RS

The Administration is planning to pubhsh a notiee tn the Federal Regmer formally launchmg ﬂ:e 301 ¢case on
Oct. 21, aecordmg 0 tnformed someee ' , _ ) ,

EU SAY“ IT INTENDS TO COMPLY WITH WTO RULING ON BANANA REGIME

Tha European Union yesterday (Oet. 16) nnnouneed t’nat h intends o comply wnh a World ‘n-ede Orgeniza-
tion ruling that its system regulaung imports of bananas violates international trade rules. But the EU said it has
initiated a process to examine all optlons for complianee, end ﬂm itis too early to pre_judge the result of that
process.

EU officials told the meeting of the WTO Dispute Settlement Body (DSB) that the EU would need a “reason-
able period of time” in which to implement the ruling, which they termed extremely complex, sources said.

The chairman of the DSB meeting said thst the EU and parties to the dispute have until Nov. 9 to decide on
what a reasonable period of time is for the EU to implement the ruling. WTO rules allow members as a general rule
no longer than 15 months to implement decisions once they are adopted by the DSB. The Appellate Body ruling on
bananas was adopted on Sept. 25.

. Despite the EU’s stated commitment to eomplmnee, the U.S. and other members ca.lled on the EU 1o reveal
more detailed plans for complying with the WTO findings as soon as possible, .
The EU did not provide further details in the DSB meeting, but informed sources said the Commnsslon has
moved away from suggestions that compliance with the ruling could be achieved through compensating the U.S.
and other complainants for rade lost as a result of the regime. The Commission does not consider compensation to
be more than a transitional arfangement 10 be used in the short term, a senior EU oﬁicml said. He stressed that the
EU does not see eompensatlon as a “long-term golution” for settling the fight.

The Commission. is interested in exploring possible soluuons with the U.S., ‘he'said. BU Commissioner for
External Relations Leon Brittan is expectad to respond to 8 U.S. requeet to have staff-level officials meet to discuss
possible solutions to the dispute. Brittan’s expected response is to a request by US. 'n-ade Representauve Charlene
Barshefsky transmitted to the EU on Sept. 22 (Inside U.S. Trade, Sept 26, p. 6).

The WTO Appeliate Body and a dispute settlement panel found that the EU regime regulating imports of
bananas is in violation of WTO rules on goods and services through its imposition of quantitative and licensing
restrictions on Latin American bananas. The case was bmughtby the U.S. Mexnco, Guatemala, Ecuador and
Honduras.

Abo at this week’s DSB, a dispute eettlement pauel was fermed to hear the EU’s eomplaint that India’s
patent protection regime does not comply with the Agreement on Trade Related Aspects of Intellecmal Property
Rights (TRIPs). While a panel has already ruled in favor of the U.S. on this issue against India, the EU requested its
own panel because it was not a party to the previous.one, and d)mfore cannot be offered compensation in the -
event India cannot fully comply with the panel ruling.

While the panel was established, India argued at the DSB that the WTO dispute settlement system could come
under “undue strain” if panel decisions have to be reexamined, according to an informed source. India said the EU
request raises the issue of whether panels can reexamine issues that have already been resclved by a panel simply
because a WTO member chose not to be e party to the original panel.

As a result; India reserved its right to ask the new panel to examine, as a prehmumy procedure, whether the
WTO can reexamine issues that have already been resolved in past dispute settlement proceedings. '

The U.S. said at the meeting it hoped the EU panel would not slow down progress by the original dispute
proceeding initiated by the U.S. The U.S. panel was to-be adopted by this week’s DSB but Indut announeed on
Oct. 15 that it would appeal the panel’s rulmg, mformed sources said. :

Also this week. the DSB formed a dlspute settlement pmlel that will examine charges by the U.S. and EU
that Korea’s liquor tax regime is discriminatory, informed sources said. The U.S. and EU have argued that Korea's
regime results in higher taxes for nnported dxstﬂled spmts t.han for domestlc spirits, and therefore violates the
WTO's national treatment rules.

Both WTO members made their seeond request for a pmﬂ tl'us week a.nd Korea agmed that one pa.nel should
hear both of the complaints, sources said. Mexico and Canadaboth reserved their rights as third party to the panel.

_ . At the request of the EU, the DSB also formed a Panel to\examine whether measures estebhshed by Argentina
unfan'ly hurt imports of foreign textiles and elothmg

Two first-time panel requests were blocked by WTO membem this week. Iapan bloeked a U S request to
form a panel on Japanese measures that require each specific Variety of fruits and vegetables to pass certain
pesticide tests. In addition, India blocked another U.S. panel request to examine whether India’s balance-of-
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payments restrictions violate WTO rules. .
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Finally, the DSB heard an update from Japan on its progress in implemennng a WTO ruling that its
liquor tax regime violates national treatment rules, However, Japan coptinued to insist ﬂmt it will need up to five

vears to fully implement the WTO ruling.-

In response, the U.S. and Canada both urged Japanito implement the ruling by February of next yea.r in lu:le
with WTO guidelines that members implement panel decisions no later than 15 months after the adoption of the
decision. The U.S. has been pressing Japan especially hard in the WTO and in bilateral meetings to implement the
panel findings by early next year (Inside U.S. Trade, Oct. 3, p. 9).

Separately, the U.S. last week requested WTO consultations with the EU over charges that the EU is provid-
ing export subsidies to processed chesse in a way that violates EU commitments on export subsidies. In its Oct. 8 -
request, reprinted below, the U.S. said these EU subsidies violate Articles 8, 9, 10, and 11 of the Agreement on
Agriculture and Article 3 of the Agreement on Subsidies and Countervailing Measures. -

U.S. Reguest for Ceneunaﬁans on Cheese

World Trade Organization
WT/DS104/1
G/AG/GEN/13
G/SCM/D16/1

13 October 1997
(97-4384)

Original: English

EUROPEAN COMMUNITIES - MEASURES AFFECTING
THE EXPORTATION OF PROCESSED CHEESE

Request for Consultations by the United States

The following communication, dated 8 October 1997,
from the Permanent Mission of the United Stares to the Perma-
nent Dielegation of the European Commission and to the Dispute
Settlement Body, is circulated in accordance with Article 4.4 of
the DSU.

My authorities have instructed me to request consultations

with the European Communities (EC) pursuant to Article 4 of
the Understanding on Rules and Procedures Governing the
Semlement of Disputes (DSU), Article 19 of the Agreement on

. Agriculture, and Article 30 of the Agreement on Subsidies and
. Countervailing Measures with respect to the export subsidies of
‘ithe EC concerning processed cheese. The relevant citations
_include, but are not limited 1o, Regulation (EC) No 210/69,

5Regulation (EC) No 3665/87, Regulation (EC) No 1466/9S,
" Regulation (EC) No 300/97, Regulation (EC) No 417/97, Regu-

_lation (EC) No 418/97, and any amendments or modifications.

The European Communities (EC) is providing export

": subsidies, including under an inward processing arrangement, in

_favour of processed cheese without regard to the export subsidy

- reduction commitments of the EC with respect to processed

- cheese, These export subsidies distort markets for dairy products
- and adversely affect U.S, sales of dairy products.

- These subsidies appear to be inconsistent with the obliga-

_tions of the EC under the Agreement on Agriculture and the
" Agreement on Subsidies and Countervailing Measures. The
" provisions of these agresments with which these measures ap-
“pear to be inconsistent include, but are not limited w, the
! following:

(1) Agreement on Agriculture, Articles 8, 9, 10 and 11;

- and

(2).Ag'wmmt on Subsidies and Countervailing Mea-
sures, Article 3.

Weloekﬁ::werdbren:tvmgyem‘mplymmepresamequst
and to fixing a mutually convenient date for consultations.

I .
SUBSCRIPTION ORDER FORM

O Sign me up for a full year of Inside U.S. Trade at O VISA - 0O MasterCard

the rate of $960; $990 outside U.S. and Canada, (OC si _ o

subscribers add 5.75% soles tax). . ignaturs _
0 Check enclosed O Billme’ - Exp. Date No.
Name/Title ' '
Organization
Address _
City ; Stfate -Zip
Signature Phone Number _
Clip and mail to Inside U.S. Trade, P.O. Box 7187, Ben Frenldln Stadon, Washlngton DC 20044- To order by
phone, call toll free 800-424-9068 (in the Washington, DC area, call 703-416-8500) or fax 703-416-8543.
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HOUSE MEMBERS CALL FOR QUICK CONSIDERA'TION OF AFRICA TRADE BILL :

The ranking member of the House Ways & Means Cumm ttee and 31 other House membeis last week called
on Ways & Means Chaitman Bill Archer (R-TX) to schedule qtnck consldmtlon ofa bnll auned a promotmg trade

with sub-Saharan Africa

“We are writing to request that you schedule early cons:d_eratlon by the Committee on Ways & Means of H.R.
1432, the African Growth and Opportunity Act” Rep Charl ' "Rangel (D-NY) and the other members wrote

Archer on Oct. 6.
The letter is reprinted below.

|..l.

Ways & Means could take up the Africa bill as early 85 next week, though no acdon has been scheduled, a
congressional source said. Archer has not clearly said when he wdl move the blll but has saJd he wants to do s0
|

this fall, the source said.

The members also emphasized that the bill shold not be.lconsldered as part of a bill to renew fast-track
negotiating authority. “We strongly urge that the controvasleslstmundmg fast track legislation should not be
allowed to undermine the political consensus that has been achteved on H.R 1432, they wrote.

Ways & Means subsequently passed a fast-track renewﬂ bxll without taking action on the Africa bill (]n.nde

Us. nmde Oct. 10, p. 1).

Rangel Letter on IAfrica Bill

October 6, 1997

Honorable Bill Archer
Committee on Ways and Means
1102 LHOB

Washington, D.C. 20515

Dear Chairman Archer: :

We are writing to request that you schedule early consid-
cration by the Committes on Ways and Means of H.R: 1432, the
African Growth and Opportunity Act We further raquest that

the Commitee consider this legislation on its own, and not as

part of 2 broader trade legislative proposal that includes renewal
of fast track trade agreement authority.

As you know, H.R. 1432 was ordered reported by the
House International Relations Committee on June 25 with
strong bipartisan support. It is our understanding that the

Committee on Ways and Means must act on those trade -

provisions in H.R. 1432 within the committee’s jurisdiction
before the bill can be scheduled for consideration by the full
House. Furthermore, it is our understanding that H.R. 1432
has broad bipartisan support in the Committee on Ways and
Means and in the House es a whole.

H.R. 1432 is important legislation that will improve our
trade and economic relations with Sub:Saharan Africa. It is
legislation that is being eagerly awaited by dozens of nations in

that region of the world. 1t should be considered on its own -
" ‘FPloyd|Flake (D-NY)

merits and enacted into law as rapidly as possible.

‘We fear that, if HR. 1432 is finked to other more contro-
versial legislation such as fast track, it could substantially dimin-
ish prospects for its early passage into law, We strongly urge that
the controversies surrounding fast track legislation not be al-
lowed to undermine the political consensus that has been achieved
on HR. 1432,

_ For these reasons, we respectfully request that you sched- -
ule consideration of H.R.1432 as soon as possible and take : .
.- Carblym Kilpatrick (D-MI)

action on it as a free-standing bill so that is can move to the
House floor expeditiously.

10

g .Thankyou for your consideration of this irnpomnt matrer.
Smeemly,

d'n'rles_ B. Rangel

Mmlr’ofCOngress
i

John Gonyers (D-MD)
Hmta Ford (D-TN)
'Doma M. C. Green (D-VI)
d,le IBemiee Johnson (D-TX)
Chaka Fattah (D-PA)
ellh Jackgon Lee (D-TX)
Cynthn McKinney (D-GA)
Majuq Owens (D-NY
Dlmnjv Davis (D-IL)
Millender-McDonald (D-CA)
Sanfurd Bishop (D-GA) '
Elij ah Cummings (R-CA)
Aleua ngs (D-FL)
Barl Hilliard (D~AL)
Iasp Jacksun, 3. (D-IL)
Came Meck (D-FL)
Jnl D:xon (D-CA)
Don  Payne (D-NJ) .
Wlllmm Jefferson (D-LA)
Edolp us Towns (D-NY)

Ben '{hompson (D-MS)

Julia/Carson (D-IN) .

Albest Wynn (D-MD)

BoHU} Rush (D-IL)
Bva | Clayton D-NC)
EletImI?r Holmes Norton (D-DC)
'Comne Brown (D-FL) -~ -
Mqv . Wan (D-NC)

LouStokes (D-OH) |
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PETITIONERS SEEK CHANGES IN STEEL SUSPENSION DEAL, CONCLUSION OF CASE

. The petitioners in an antidumping case agunst cutlto length steel plate from Russia, Ukraine, China and South
Africa this week expressed opposition to an initialled agreement tlnt would suspmd the case, pumlly because they
do not restrict a broad enough range of products. .

. Instead of being limited to iron and non-lloy steei i the agreement should alsu cover alloy steels to prevent the

" circumvention of the quotas and ﬂoor prlces esﬁbllshed in the agreemenﬂ, the petmoners told the Commerce Dept.
in an Oct, 14 submission. ' |

The petitioners believe that wn:hout this addltc:n, cnuntnes under restraint could easlly transform non-alloy
steel into alloy steel and sell it in the U.S. freely. -

_ “In order to presetve the ability of...the putles m atrempts to circumvent the Agreement, the defini-
tion of subject merchandise should not be limited to the\htera! terms of the scope description,” the petitioners said
in comments. Therefore, the final suspension agreements should cover the iron and non-slloy steels now covered
by the initialled agreement as well as all plate produsts mcludmg alloy steel, they argued.

But petitioners did not insist that the final suspension agreement cover plate in coil products, according
to their comments on the Ukraine deal. Repr&sentatw,cs for the Russian steel industry have previously
insisted they will not sxgn a suspensmn agreement that would cover products beyond the scope of the original
dumping case.

Expanding the scope of the suspension agreement ould likely meet with opposition from the respondents in
the case, which point out that U. S law does not allow e negotiation of a suspension agreement that goes beyond
the scope of an underlying case. . - L

The initialled suspension ageements came under anack fmm the American Institure for International Steel,
which charged in an Oct. 7 statement that U.S. steelmakens are trying to manage trade as they did under the
voluntary restraint agreements that ended in 1992. “Th!s new system of quotas being developed, like the former,
will deprive American steel users of competitive chomes in the international market place,” AlIS said. “Domestic
industry assurances that they want to compete with fau' wraders’ ring hollow.” The statement charged that U.S,
producers have accused every major foreign steel supplier of unfair trade over the years, -

- In their comments on the initialled suspens:on ngreements with Ukraine and Russia, the petitioners do not
criticize the floor pnces set or the negotiated quota restncuon. However, they do demand changes in the procedures
by which the floor prices will be recalculated each quarter :

Despite their stated opposition, the pctmoners suhmusxon did not threaten to sue the Commerce Dept. in the
Court of International Trade, and instead said they will eva.luate all their options if Commerce decided to go ahead
and finalize the initialled agreements without changes, accurdmg woa pnvate-sector source. “We'll see and evaluare
the situation [then),” he said. || 5

The case was brought by Geneva Steel and Gulf Sfecl and was ultimately supported by other producers such
as Bethlehem Steel and USX.

Both the petitioners, as well as Bethlehem and: ll} S. Steel Group, a unit of USX, urged the Commerce
Dept. to continue the antidumping case by issuing ﬁnﬂ‘&umpmg margins as scheduled this month and by letting
the case go forward to the International Trade Commlmon in December regardless of whether final suspension
agreements go into effect. i

This approach would ensure that dumping margmx would go into effect immediately if the suspension
agreements were violated or abrogated by the sx@amncs Otherwise, petitioners would have to restart the case,
which would cost time and money, the private-sector squrce said.

Similarly, proceeding to the injury determination; a: the International Trade Commission for all producers will
help petitioners because the cumulative impact of i mpom from all sources will make a positive injury finding more
likely. This finding would lead to the xmposmon of dumpmg duties agamst countries ﬂm do not sign a final
Suspension. agreement. | '

Sources said it would be more dnfﬁcult o get a posmve injury ﬁndmg agamst one country in the event it does
not sign a suspension agreement because only mlpom &om that country could be considered.

In comiments to the Commerce Dept., the! Russun Federation urged a change to the initialled suspension
agreement that would allow an increase in the quoia lmked to increase in the floor price. This provision is similar
to the one included in the Ukrainian dvaft ay‘eement. |

' “In the same manner as in the Ukraine agreement,"merefore, we propose that the Ag’eement provide for the
possibility of a $% increase of the quota if the average | FQB sales price is determined to exceed the reference price
by more than 5%,” the Russnan Federation sald The comments also request minor changes to the initialled agree-
ment.

- China has made it clear it will not sign a final suspension agreement unless lts floor price decreases to allow
more sales and its quotas expands significantly (I_naida U.S. Trade, Sept. 26, p. 12).
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TRADE IMPLICATIONS OF U.S. FOOD SAFETY PHOGRAM STILL. UNCLEAR .

A new White House initistive to ensure the safety of t‘ood from domestic and foreign sources through in-
creased inspections and guidance on good agricultural praetlees ‘will have to be carefully crafted to ensure they do

" not restrict trade in a way that violates U.S. commitments in the: World Trade Organization.

12

. years. 1 _

President Clinton announced on Oct 2 that he is seehng IEguIahon that would ellow the Food and Drug
Administration to ban imports of fruits and vegetables from countries whose health and safety measures are not on
par with U.S. standards. Clinton also vowed to boost ﬁmdmg for the FDA in fiscal year 1999 to.step up inspections
in the U.S. and abroad.

“This new initiative will help guarantee the safety of food m the United Stetes Clinton said in an Oct. 8 letter
to Rep. Sherrod Brown (D-OH). “It provides the improved mspection capacities and increased regulatory powers

‘we need to prevent contaminated imports from reaching American tables.” Brown and Rep. Bart Stupak (D-MI)
- have been leading the eong'essional charge agamst faﬁ-uacknegoumng auﬂ:onty that does not include strong

food safety provisions. A

But informed sources said the details of these new! roqum:ments which have not yet been developed, would
determine whether they could be challenged under WTO rules on sanitary and phytosanitary measures.

“You can’t just go off to the races and i impose what you wmr, a source familiar with WTO rules said this
week. “The U.S, will have to establish 2 genume risk.. and Will need to have scientific evidence that the measures
are reasonably related to these problems.” . '

The WTO agreement on sanitary and phytosanitary (SPS) measures requires that food safety measures be
based on 2 sound scientific evaluation that they are needed 1o, avold a real health risk to the population. It also
allows members to take measures “necessary” to the protecuon of human, animal or plant life that are not inconsis-
tent with the agreement’s obligations.

U.S. requirements could run the risk of being ehallenge:l as unnecessa.nly restrictive if they make excessive
demands on U.S. rrading partners, sources said. For example. the U.S. will likely require that countries’ workers
have access to uncontaminated water for the rinsing of fruits: and vegetables and for workers to wash their hands.
One informed source said that a potential trade proble.m could arise in defining a clean water standard, since the
U.S. may have 1o be able to demonstrate a lmk between watar that does not mest that standard and a S'pec1ﬁc health
risk. I G

The new U S requnements wﬂl also focus on ensunng that workers have access to sanlta:y facilities in or

‘nearby the fields in which they work, according to FDA and: Adknmlsu'anon officials. “One question {on the

sanitary facility issue] is: will an outhouse comply, or wﬂl countnes peed to install indoor plumbmg, one source
said. Requiring the installation of plumbing could be seen as an: unneeemaw step, could become a “serious obsta-
cle” to continuing trade for many developmg countries, and: eould resuit in a WTO challenge.

An FDA official this week said it is unlikely that the US. w:ll require the mstallation of plumbmg nearby
growing fields as a condition of continuing exports to the U S

The U.S. is also expected to require that cemln pesucides which the U.S. bans will not be used in
countries wishing to export to the U.S., FDA officials said thls week. These countries may also be required to
demonstrate that trucks and other equipment used to tnnsport agricultural products are not used for other purposes
that might expose commaodities to other dangerous chemicals. Finally, the U.S. will likely require that worke:s are
free of diseases such as hepatitis, according to FDA officials’

These officials said these standards would be measured by.sending FDA inspectors to foreign countries, which
would'be certified by the FDA once they passed inspection. They added that the U.S. can already demonstrare that
the absence of these requirements could resultin a mea.mnble| health risk.

‘Sources also noted this week that once the standards are developed, they could take years to implement. They
said the Administration plans to require U.S. agnculun-al produeers to comply with the standards before foreign
producers are required to meet them, and thnt in eneh oase lt' |s likely that they will be phased in over a number of

U.S. officials have stressed that the primary lntenhon of the measures 3 is to ensure a safe food supply in
the U.S., and that FDA would ban agricultural products only from those countries that cannot meet the final
standards. Presideat Clinton reiterated in an Oct. 2 press conference hxs Admmlstratlon s intent to have the mea-
sures impact trade as little as possible. g [ -

" “] hope it doesn’t complicate the trade envmnment,” Clm'rbn sald “But, you lcnow lt seems to me that we
have no higher responsibility than to protect the healthjand mfety of our citizens. I don’t want [the measures] to
complicate the rade environment, but I'm not mterested in u'akte in things thar will make the American people
sick.”

Clinton also assured Brown and Stupak that he pla.ces food safety over trade. “I share your copcern about the
safety of food for all Americans, and I will not permit my trade pohcy to impair the health and safety of the .

l | |
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Ammerican people,” he wrote.

. At the same time, WhneHo\uePressSecrm'yMike MeCm'rytoldreponemenOct.ztha:theU S. will
implement the new requirements in a way thar i cons:smn: with WTO rules. “[W]e have international obligations,
and we do respect international law when it comes to trade: and commerce, and we would act fully cunslstent wnth
our interational obligations,” McCurry said. . -

Stupak and Brown spearheaded a House leuer in late September urgmg Chnton to ke several concrete steps
to ensure food safety. The letter, which was sxg:ed by 80 House Democrats and four House Repnbhcans specifi-
cally called on Clinton to ensure that fast.track tnrle negotmtmg authority includes food safety promlons and to
renegotiate the North American Free Trade Agrqement in order o strengthen fts food safety provisions.

But Stupak s3id in an Oct. 2 release that Clinton's new mmauve is “only a good first step,” and that mcreased
border inspections will also be needed to ensure rood safety

Clinton said in an Oct. 2 press statement|that Ilel lsslued an Exeentlve Order directing Secretary of
Agriculture Dan Glickman and Secretary of Health and Human Services Donna Shalala to report back within 90
days with a complete schedule for developing fc‘od safety standards within one year. He added that the U.S. would
develop outreach and educational activities to ensure thar these *good agricultural practices” and “good manufac-
turing practices” for fruits and vegetables have the widest posslble effect.

In addition, Clinton said he would ask Congress w|pass legislation giving FDA the authority to ban fruits and
vegetables from countries that do not adhere to these smndards and to certify countries that follow the standards.

Regarding an increase in the FDA’s budget for FY—I 999, soyrces said this week that an additiona) $20 million
or so would be nesded for this effort. |- I

| I ! |
OECD MEMBERS SEE GOOD PROSPECTS FGR‘ STR“(ING AGREEMENT ON BRIBERY

Members of the Organization for Ec:cmo:orl:uI Coopc:'auon & Development are poised to reach agreement on an
international convention to criminalize the bn‘bery of fcrengn officials by the end of the year, according to informed
government sources. But OECD members must st:ll resolve 8 number of outstanding issues, including the defini-
tion of a foreign official and when the convenuon will nke effect, these sources sald

“Overall, we think we are on track to get an agreement by the end of the year,” one official close to the
negotiation said.

The most contentious issue which was not resolved dunn,g an Oct. 6-10 negotiating session in Paris was the
extent to which payments to legislators would be orumnalmd under the convention, informed sources said. The
U.S. and other countries have called for broad covengq oflactions intended to influence legislators for commercial
gain, but faced strong opposition from Germany and Austria, who have said that the convention should be directed
only at bribes meant to influence specific votes Ly Ieglshtors in parliament, these sources said.

“This will need a political solution,” one official smd.

‘The U.S. has argued that legislators can be bribed’ for icommercial gain even if the bribe is not directed ata
specific vote in parliament, a U.S. official said. A legls!.ntor could still, for example, seek to influence a decision of
the execurive branch on a particular procurement oh behalf of a company paying a bribe, the official said.

In contrast, Gertnany and Austria bave said that the OECD convention should criminalize bribery of foreign
legislators only to the extent that their national laws forbid|the bribery of their own officials, informed sources said.
Primarily as a result of their traditions of parhan'nmuuy ’mmumty, German and Austrian law only criminalizes
bribery to cover “outtight vote-buying,” one source said.: '

These two countries have argued that a broader deﬁnmorl in the OECD convention could lead to a situation in
which conduct which is illegal in foreign counties i pernnssible domestically, informed sources said. The U.S.
has countered that this point is “their own polm&al lssne whlch should not affect the coverage of the convention, 2
U.S. official said. | ‘

A more “conceptual” debate related to the deﬂnltmn of a foreign official was whether to cover officials of
political parties, one official said. A minority o cmmmes,‘mcludmg the U.S,, has argued that officials of political
parties may not have “public positions™ but can snll have influence on government-related commercial issues, and
therefore should be covered by the convention, eU .S. Jfﬁcml said.

" OBCD members seem likely 10 agree to a onve.'ntlon which covexs so-~called “parastamls" -- persons associat-
ed with state-owned enterprises — although the extent of coverage is “very much up in the air,” one official said.
Some countries have called for a test which would reqmre il‘.he coverage of a pubhcly—owned company only if it
does not function as a full-fledged competitor in the market, ﬂ:e official said.

Beyond the definition of a foreign oﬂieml, the other key outstanding issue concerns when the agreemest
will enter into force, informed sources said. The U.S. has nrgued that it should do so when two countries formally
 ratify it, while others have “mfarmally bandied nbout“ mher furmulatlons, one official saJd Other formulanons

INSIDE U.S.TRADE - October 17, 1997 { . | 13
|

il



10/17/97 FRI 17:35 FAX 202 775 7253 RIAA

the climate for U.S. business.

have been to have it take effect when the top ten or fifieen eeunames ratify it, the official said,

. *“No doubt the solution will be somewhere in bel*uen.” bne official said.
- Disagreements on this point are largely an outgrowth of concums on the- part of countries mcludmg France
and Germany that OECD members who have not already done 2o should move in lockstep to criminalize bribery,
informed sources said These OECD members have exptessed tﬂe fear that countries conld gain a commercial
advantage by movmg more slowly to criminalize bnbery than other nations, these sourves noted.

‘The U.S. Is also prmlng for hngnage in the ulnvention Lvlnch would provide strong penalties equivalent
to the corporate criminal Liability in the Foreign Corrupt Pmcum Act, a U.S. official said. Major OECD countries
including Germany and Japan do not have the eoncepi of corpomte criminal liability in their legal systems. The
U.S. has called for civil or administrative penalties equwalnnt” 0 criminal ones, the official said.

The penalties issue is “not a problem to the uxtent that these countnes can say what they will do” to ensure
strong penalties against violators, the official added. - l '

- Senior officials of OECD meniber states are now schedu.leJ to meet Nov 18-20 in Pans informed sources
said. The U.S. will likely be represented by Assistant Semhry of State for Economic and Business Affairs Alan
Larson, a U.S, official said.

OECD members need to complet: work on the convmhcm by the end of Novembet so that it can be cleared
by legal authorities before signing by Deceniber, a U.S. official saxd. OECD ministers agreed in May 1o finalize a
bribery past by the end of the year (Inside U.S. maeJ May 30, p. 9).

Sepanmly, Sen. Ben Nighthorse Campbell (E-CO) last month introduced legislation which would require the
Prsdeﬂbmposcsmﬂmsmeamﬂawhmhhemnchdsmnmmahngmmﬁghmgmpﬂm The bill
wmﬂdnaqunmmmlrepmﬁnmmehmﬂmtwhnhdmﬂsdzﬁom countries receiving U.S. aid are making in
economic reform, corruption-fighting effarts and “movmg toward mtegrahnn in the world econamy.”

Under the bill, the President would be required to cut offbllar.enl foreign aid and oppose multilateral loans to
countries that are not making progress in these areas. The bilf w uld also require the Dept. of Commerce to
establish a toll-free telephone number for companies tb report 03 the progress countries are making in improving

—g

The International Anti-Corruption Act of 1997 .to Ihe Foreign Relations Committee but no action
has been scheduled, according to informed sources. : DR .

CLINTONI ON LATIN TRIP, PLEDGES EFFORT TO P SS FAST TRACK THIS YEAR

14

President Clinton this week in Brazil pledged to 'do all we an to pass” fast-track rade-negotiating authority
this year, but swessed the need for stepped-up lobbing|by the private-sector.

“1 hope that those of you representing American wmpaniesl will wrge members of Congress of both parties to
support the legislation,” Clinton told business leaders in Sao Paulo. “I need all the help I can get.”

Meanwhile, Clinton is making progress during l:u.s Oct 12-18 swmg through Venezuela, Brazil and Argentina
toward achieving the Administration’s top unda-pohcy goal for the trip, aides said. Thar objective, U.S. officials
said last week prior to departure, was to secure a pubhc commitmhent from South American leaders, especially
Brazilian President Fernando Hearique Cardoso, in favar of launhhmg Free Trade Area of the Americas talks in a
comprehensive manner early next year. ‘

“From our perspective,” U.S, Deputy National Secnmy Ad isor Jim Stemberg told reponers in Brasilia on
Oct. 14, “the most important of what [Clinton and Cardoso] b,ave apreed to is that they are going 1o begin compre-
hensive negotiations, which means all of the issues mcludmg ulnﬁ's and market access and the like will all be on
the table from the beginning of the negotiations.” |-

“Qur nations are committed to launch oomprehenswe negoﬂlahons ar Santiago in April and, as we agreed at
the Miami Summit, to achleve concrete progress by thle tum of e century, " Clinton told his Sao Paulo audience on
Oct. 15.

The U.S. aﬁd most other nations in the Western Hemmpt:;eri have called for begmnmg FTAA talks in all areas
simultaneously, but the Seuthern Cone Common Market (Mercosur) countries, led by Brazil and Argentina, have

_ insisted thus far on a “mdual" negohahon that nnght ]h.ke plaoe m_ stage_s that would leave market-access talks for

later. . W | el o .

"Ina related development, tlle chalrlnen of tlle Con v’ mo international relations committees Jast
week urged Clinton to take up the cause of U.S. telecommumun ons and pharmaceutical finns during his South
American trip. .

In an Oct 9 letter, Senate Committee on Fomgn Relauons Chairman Sen. Jesse Helms (R-NC) and House

'Commmee of Internarional Relations chairman Benjamin Gil | (R-NY) said the President can “demonstrate his

commitment” to his stated goal of having fast track nehouaﬂng thoﬁty to help bring abour global free trade “by
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using [his] trip to South Americs to ms:stthatl:l:ml interests lfU S. companies are... protected and advanced”

In Brazil, the issues they urged Clinton to addms wl h government leaders included “discriminatory taxes and
regulations making it next to nnposslble for Amencan opd' fiber and cable manufacmms 1) compete in anil $
growing market.” Nt e

- After much effort by U S. industry to get the two glwcrnmenls to “overcome these uuﬁcml bamets," they
said, it would be “exceedingly helpful™ if the Pnsldent wo d “impress upon... Cnrdoso that his personal commit-
ment is essential to ensure” that the U.S. pmducu receive filir treamment.

In Argentina, pharmaceutical mam.lfmumrﬁI are bemg urt by that governtient’s mtellectua.l pruperty rights
(IFR) laws, which provide “exceedingly mndequnz promjnmto patents held by American companies, despite
assurances years ago” that Prasldent Carlos Menem ] gj ent would upgrade the protection, accordmg w the

letter.

U.S. industry is asking Argentina to use its rcgu]mry d licensing process to “prevent infringement of
existing valid patents and that data, provided for the p ses of patent registration, be protected against thievery
by patent pirates,” the letrer said. | _

The industry also asked that a “bilateral technical tear] be reconvened to resolve the deficiencies™ in Argen-
tine IPR law, the letter said. It also called on Chn’uon to urge Menem to “take the necessary administrative steps to
demonstrate his personal commitment” to mpmvmg IPR rotection.

A U.S. pharmaceurical industry source this week eall the Argentine situation “the main intellectual property
case in the world along with the case in India.” He charged while Mepem blames his Congress for the lack of
resolution, the Argentine president “has not mvected an outlce of [political] capital to remedy this.”

On Venezuela, the leading oil source for the US., the etter encouraged Clinton to keep mdustry in mind as he
signed a cooperative energy treaty there. !

Meanwhile, Administration officials eonﬁmed ans week that high level conversations have been held
regarding a number of specific trade issues, including between Clinton and Cardoso. But spec1ﬂcs ere being left to
negotiators later, Steinberg said on Oct 14. ;

The leaders of both the U.S. and Brazil, top Irader m ercosur, have also expressed their mutal commitment
10 an FTAA. But while Clinton has been trying to canvmce Brazil of his support in the U.S. for fast track to
negotiate an FTA.A, Cardoso repeatedly referred to Brazﬂ g position as a “global trader,” w1th ties to many regions
beyond North America, | _

Also, the two presidents agreed that Mercosur s cofx ifued efforts to expand it's subregxonal pact does not run
contrary to the efforts to create a larger FTAA. | . i

U.S., JAPAN TO CONSULT ON 1995 FLAT-G SS AGREEMENT NEXT WEEK

The U.S. and Japan next week will hold consulmﬂtlns on market access for U.S. flat glass under a bilateral
agreement in Tokyo, led by David Bums from d\e Ofﬁce of the U.S. Trade Representative and Takashi Manabe
from the Ministry of International Trade & InduW e i i

The U.S. expects to discuss new steps for increasing o arket access for U.S. firms during the Oct. 21 & 22
talks, according to a U.S. official. The mutually W agenda for the meeting states that both sides will discuss
measures they have taken under the flat glass agreemeni a3 well as other points, officials said

USTR highlighted lagging U.S. exports under the bllateml agreement in its Oct. 1 Super 301 report by stating
that the volume of foreign glass handled by ma]or Japanse distributors is still “very limited.” There also has been
virtually no increase in the overall use of insulated glasJ md 8 decline in the use of safety glass even though Japan
was to promote the use of these types of glass under thzl 1995 agreement, USTR said in the report.

Promotional measures which the U.S. had. etpec:ad Japan to take included issuing new standards to promote
the use of msulated glass in residential and commetclal s uction, the USTR report said. The U.S. flat glass
industry and its supporters have pressed for qmck actio under the agreement, which is at the mid-point of its ﬁvc

year duration (Inside U.S. Trade, Sept. 26, p.7).| . ;_;..l : ! :

: Separately, the U.S. will call on Japan fot new; talké on paper and paper products very soon" nﬁer next
week’s senior official meeting of the Agia Pacific Eeonom:'c Cooperation forum, according to a U.S. official. The
U.S. will continue to press Japan and has “very firm mtzntmns” to talk about its proposal for a jomt work program
that will increase market access for paper and pa'perbou-d ﬁroducts. the official said. .

“Such a program would lead to a reduction in strumlml barriers and exclusionary business pracuces and will
result in meaningful access to distribution channels and end users,” USTR said in the Super 301 report. The
proposal covers made promotion elements and seeks w mp_Jln the distribution channels and procurement procedures
of major buyers, the official said. S O - - . '

A Japanese official this week said that it was “imp b’;ss__i,bh" to have consulrations on paper with the U.S.
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because there is no bilateral agreement in the sector. Japan earher this year re_;eeted U.S. efforts for government to
government initiatives in the paper sector (Insids U.S Ib'adc.. Apnl 4, p. 3 & March 28, p-1)- :

The American Forest & Paper Assu. this month wel USTR’s announcement in the Super 301 report that
the paper sector remained a top bilateral priority. “Tlns eountry s forest and paper industry is the largest and most
environmentally responsible forest products industry in the ® orld, a high-wage employer and producer of quality
consumer products,” the AF&PA said in'an Oct. 3 smtqnent.' “Demal of access to world markets - such as Japan’s

— is a serious threat to our industry's meintaining this position.” ; -
The statement endorsed the U. S pmposa.l fora vYork pl"ngnm as ‘ﬁ:ragmatlc” lnd effeenve

PRESIDENT CLINTON NOMINATES TEXAS | INVESTMENT BANKER AS DEPUTY USTR

President Clinton late last week announced the nonnnll n of Richard Fisher, a Texas businessman, to be
Deputy U.S. Trade Representative with the portfolio fPr Asiah and Latin American affairs based in Weshington. In
that position, Fisher would hold the rank of ambassador ancordmg to an Oct. 10 White House announcement.

Fisher is currently a managing partner with Fisher Caprt'e_] Managent and Fisher Ewing partners and is also
an adjunct professor at the University of Texas at Auslhn the announcernent said.

He also serves as Chairman of the Dallas Committee oq Forergn Relations, director of the Umted Stares-
Russia Investment Fund, 2 member of the Executive Gommfl of the lnter—Amencan Dialogue and a member of
the Council on Foreign Relations. | ‘

Tn 1994, FrsherwsﬂlebemoennenemmeeﬁvauasﬁrmeU.S Sepate. He also held positions during the Carter
Admmmnon.m:hdngxeunrveAmmntlntheI\'easmy ,'Assistant to President Carter at the Tokyo
Economic Summit in 1979 and Advisor at the Bonn Eccnomis Summrtm 1978, He also sexved as a memnber of the team
that negotiated the histaric Claims and Asset Settlement hreUS and the People’s Republic of China. Fisher is an

honmsmmofﬂm'vm'dUmvelsnywiﬂraneeonomiad mndreeervedeBAﬁumSlanford.

In 8 related development, the Senate Finance Commlttze has yet to vote on the nomination of Rita Hayes
to be Deputy U.S: Trade Representative to the World Trade; Organwmon (WTO). The vote wrll take plnee once
Hayes has fully answered the questions posed by members o*‘ the Commitee.

A Finance Committee staffer said this week that the Comrnrttee was “close to ﬁmshmg its worl: and reporting
the nomination out favorably.”

The nomination of Thomns Foley o be Ambassader L apan could be voted on by the full Senate as early as
next week, according to another congressional source. The nomrnaﬁon was reported out faverably fromn the Senate
Foreign Relations Comminee on October 8. 1

KEY DEVELOPING coummEs AGAIN FAIL 70" LABLE OFFERS IN FINANCIAL TALKS

'1 'I H

Key developing countries this week again failed to tabl Imrtm] offers in World Trade Organization negotia-
tions on the liberalization of financial services mark: Several Asian and Latin American countries have hinted
that they will make offers in November, and at press time only Iceland, Slovenia, Nigeria and Kenya had tabled
new offers this week, trade officials said. l

The meeting of the formal negotiating group on da.l servrces was scheduled for today (Oct. 17), when
other countries might also present new offers, trade oﬁicrals 65 ii

Industry and governrnent sources this week noted that countries are likely to wait until November to table
initial offers to avoid coming under pressure to improve thqﬁllbefore the Déc. 12 deadline for the negotiations.
Ahhough countries have not signalled that they are b ckmg ﬂway from the talks, these sources wamed that the
delay in presenting offers could greatly complicate efforts tb achreve a successful outcome.

“Everyone seems to be committed 1o the procesi” one sourbe said. “But if everyone walts until November,
things will get very difficult.” '

A U.S. official cautioned that, though there is th enoy,
successful deal. “Clearly there is not enough on the rable b
ber,” the official said. - N

A number of Asran countnes told govemment

on the table right no_w, there is still time to reach a
tithat does not mean thar will be the case in Decem-

. 'ofﬁcmls ﬂ:un eapltal-based ofﬁeiais have been

and Assistant Secretnry of the ‘Ireunry Tlrnothy Gej:r . it

- | |
During bilateral meetings this week, Korea

e un er ﬁre forits oﬂ‘er, whrch was tabled at the Septem-
ber negotiating session. Korea's offer would not bind|in the WTO a]l the commitments it made in the financial
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services sector as part of irs accession to the l [l for Economic Cooperation & Development, trade
officials said. In pardcular, it still imposes cellmgs on huw much of a particular company can be held by foreign
instirutions, and restricts foreign ownership ofﬁnncml fiervices firms, these officials said.
Malaysia has also come under pressure from sev:hl WTO members to relax a law which will requue foreign
insurance companies to reduce their ownership of ﬁnml in Malaysia to no more than 49 percent by June 30, 1998,
‘wrade officials said. Malaysia’s current domestic 1is to allow majoriry ownership by foreign firms, but its
existing commitments in this sector allow only 45 pem&t forelgn ownership.
The law was one of the most contentions IS ' negotmnons in 1998, nnd has been cited as one reason why
the U.S. declined to take on full commitments on a maistofavored nation basis.

Industry sources this week said that a plan by Thalland to liberalize its financial services sector in
response to its currency and banking crisis could be anf important contribution to the negotiations if it bound these
practices in the WTO. But the Thai plan cunently calls fo: allowing full foreign ownership in some sectors for only
ten years before scaling back access to minority stak i ane source noted.

“Buying a bankrupt institution and selling it aﬁar ' n years is not the greatest idea,” one source said.

WTO member were also planning to hemmier outfthe technical details of how the protocol to the General
Agreement on Trade in Services will be structured, nnd when a new financial services deal would take effect,
informed sources said. The “rule of thumb” is that 121 onths would elapse between the conclusion of the agree-
ment and its taking effect, one official said. . - f & :

If a new agreement were struck by the Dec] 12 deullme the existing interim agreement would hkely remain
in effect for an additional year, the official addnd A .

WTO COMMITTEE KICKS OFF SUBSTAN.' VE WORK ON REGIONALISM ISSUES

. A World Trade Organmnon committee clmged W a:zmmmg the relationship between regiopal rade
agreements (RTAs) and the multilateral system this mt*nth decided how it would tackle its controversial substantive
work that could lead to proposals for changing internaﬁanal rules defining RTAs. The Committee will begin its

‘work by analyzing two key definitions of RTAs/ raon_ ined in. the General Agreement on Tariffs & Trade based on
factual analyses provided by the WTO secretariat. - il

The two definitions focus on the stipularion i in € .t 'IT A.rucle XXIV thnt RTAs must cover “substantia.lly all
trade,” and that members of an RTA must apply; substahhally the same duties and “other regulations of commerce™
to trading partners outside the arrangement, aa:ordmg{td informed sources.

These two definitions are among the 60 i mms thel'committee will analyze in its efforts to define the relation-
ship between RTAs and the muitilateral trading xyste - wlwith the purpose of assessing whether existing rules should
be changed. Members such as Japan, Australia and H: ; g Kong are hoping to conclude this analysis in a timely
manner by 1999, which could open the door to propo 5 for new WTO rules.

In contrast, trading parmers such as the U.S., Mexico and Southern Cone Common Market (Mercosur)
countries are advocating 8 more gradual approach to thie' work, and want to ensure that it does not necessarily lead
to changes in existing rules. They are less interested & m changing existing rules because that could impair their
ability to expand existing RTAs, officials said. | . -[ :

The divergent interests of WTO members are reflected in the committee’s terms of reference struck as a
compromise at the first WTO ministerial in December| P996 The terms authorize an examination of the “systemic
implications” of regional trade agreements and mmatws for the multilateral trading system and their relationship
to each other. The committee is also charged thh m appropnate recommendations” to the General Council.

The Committee’s chairman was able to chann e embers’ different positions into 8 common approach to
tackling the work after three rounds of informal, oomml jtions. In presenting the results of his consultations to the
committee during the Sept. 30 to Oct. 2 meeting, he emphasized that the debate of the systemic issues in the
committee must be conducted without prejudgmg the results. In addition, he said the committee’s dlscussnms
should not be seen as a “negotiating exercise” on WT? rules for RTAs, sources said.

The chairman also announced the WTO secretarp_' will help the committee by compiling “factual” informa-

tion on RTAs, according to informed sources. The ch
as possible, these sources said.
' The WTO papers on “substantially all nd:" md; “gther regulanons of commerce™ will be ready for discussion
by the next meeting of the CRTA scheduled for{Nov. . pourees said.

The committee will examine the systemic usucs d out in the May 1997 checkhst ot‘ 60 1tems ina three-
pronged approach. This will encompass a legal unn.ly of relevant WTO provisions, an examination of RTAs in
terms of the horizontal rules that apply to rade \\ntluﬂ agreement. For example, this could cover customs
valuation rules or rules of origin. The third part;of thi approach will examine the economic aspects of RTAs.

The committee chairman said the WTO seq-etari_amse these three different approaches s appropriate in the
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papers it prepares, so that all delegations can emphasm the iproach they see as most important, sources said.
. The Article XXIV provision that RTAs must cover “subg Ly all rade” has long been a point of conten-
tion among WTO member-countries, according to the oﬁ'icml."'No criteria have been agreed to for determining

what the term ‘substantially’ all the trade in Articles XXIV[] enmls the Secretariat stated in its checklist.

~ The debate has evolved into two distinct Intemretations, one streuing the term’s quanutahw: aspect, the
other its qualitative one, according to the Secretariat. Under Ihb quanutaﬂve approach, questions include whether
RTA parties must liberalize a set percentage of the volume df F'ade, or may take a more flexible case-by-case

‘approach; whether the outcomes of an RTA over time h e. mcreases or decreases in trade barriers among RTA

members) should be considered; and whether the dampming of pre-existing tnde nnpednnents on lmports of
RTA members be considered in calculating the percentage of trade liberalized. .

The qualitative interpretation, according to the Secramﬁ. presupposes an RTA covering the majonty of its
parties’ trade, but “still falls short of adequate sectara.lleovmée ” Questions for future debate will include whether
any assessment of an RTA should take into account its tendengy to facilitate trade expansion.in a sector even if
RTA provisions don’t call for the elimination of trade harners, and whether the removal of trade barriers need take
place among 4ll RTA members in order for that hbcrdmnon to be considered in an assessment.

Additionally, the “substamtially all trade” debate i in the p#t typically focused on the exclusion of agricultural
products from intra-RTA trade liberalization. “No consunsus was ever reached on this point,” the Secretariat states.

The Secretariat will now begin preparing papers wlnch I\\Iﬂl cover “the history of discussion and debate”
surrouncling these first two issues, according to a source closu the process. They could also include some
possible new definitions for the Article XXIV prowswns un er discussion, although the source could not speculate
on what those definitions might be. y

The Sept 30-Oct. 2 meeting of the CRTA also includ J g review of two RTAs 1o evaluate their compli-

. ance with WTO rules. The first entailed the unplemenhuon { a customs union between the European Union and

Turkey, and raised questions regarding the Ayeement?s ture and textile policies. The customs union will
enter mto force on January 1, 1998, but the EU would not o Ter an md dare” by whu:.h all aspects will be fully
implemented, according to.a tmde official present at the m,

Both the U.S. and Australia pressed the EU on the d of full integration with regard to the Ayeement S
agricuiture and textile sectors, and also questioned ﬁneIEU e timing of implementation. The EU indicated only
that it was moving toward a “selective opening” of its marked and would be “submifting written answers to these
questions at a later time,” the official stated. | [h

The second review encompassed the free trade mbetwedn. e EU and the Faroe Islands, a dependency of Denmark.

The U.S. pressedDemnarkonﬂleIsIands'mmnnummcmgpoll w:ﬂnega:dtoﬁshmdamcuhnalpmduas

EVU SCIENTIFIC COMMITTEE CREATES THHEE G OUPS TO EXAMINE BSE THREAT

“products such as cosmetics. Informed sources said thel A

The European Commission’s Scientific Steering Cur.nmntee I(SSC) this week postponed a discussion of whether
certain U.S. animal products couldbeexunptndﬁumaeumvuaalﬁuupanmonbmonpmducs containing materials
that méy carry Bovine Spongiform Encephalopathy (BSE). Instead, the Oct. 16 SSC mesting creaned three groups that will
examine separate elements of the EU’s ban andwhed:etmydﬂ'némans can be made.

The three groups are expected to offer opinions in their 'qaspectwe areas in the next few weeks, and then report
back to the SSC. The European Commission could lhen to act on those opinions by amending a July 30
decision due to take effect Jan. 1, 1998 that would ban animél products containing specified risk materials (SRMs).

One of the new groups will examine issues related to talI w and tallow derivatives, another will examine bone
meal, and the third will swudy issues related to SRMs. This lasI group could discuss whether to expand the List of
SRMs to include other animal parts,

The U.S. has been insisting that U.S. pmdudsshouldbeacqnptﬁ:umﬂnebanbeuusenmﬁeeofBSE,admgnanon
which could then allow U S, mmalprodudstoenterEwupemgmdlss of whether they contain SRMs. The U.S. has also
sought a derogation from the ban for tallow derivatives, whdlﬂ:eU. S.'as well as an EU scientific body agree could be
granted because mllow derivatives are processed in a way!that any BSE clements that may be present. - -

The U.S. has charged thet the ban would needlessly ban billions of dollars werth of U.S. pharmaceutical
produets that contain tallow and gelatin, as well 23 millions 04‘ dollars worth of tallow and tallow-containing

nipy stratmn may consider a WTO chall-ge agamst the
EU shonld it decide not to exempt the U.S. from itsban. - F ;|
Sources said the three groups are expected to at )1 lder the U S. demands AnEU ofﬁcml thls week
said the group formed to handle tallow and tallow denvanves will 1ikely examine whether tallow derivatives should
be exempt from the ban because of the way they are ' But he said the group could decide to increase t.’ne
pressure and temperature requirements that must be met be the derivatives are considered safe. . ..
This official added that the three groups will likely dlsa.m he possiblhty of granting EU trading partners BSErﬁtz

’ i INSIDE U.S.TRADE - October 17, 1997
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status. Burt this source said it seems unlikely that the U.S, w

Franz Fischler has previously said that the U.S. willjnot be
" . The EU Commission Jast week signalled that it
to the European Parliament, the. Commission emphasi

“TheEUhasawﬂ]mtmstmensmmgthatintan

its statement. “It is important to ensure that our exports||
to the world market.” At the same time, the Commssl .
human health which it considers to be approprhn: "o

In addition, the Commission indicated that' cmn

in certain circumstances. “[A] derogation for thﬂn ShO\Il

avoid any shortage in life-saving and essential medictn

Despite this statement, the Plurmaceuﬂul Rel
_Clinton Administration in an Oct. 14 letter 10 reject thel
be made exe:npt from the SRM ban.

“The interests of patients, pubhc health, and our_md :
tical and biological medicines.”
The letter added thata pamal exemption would ne

Member States to clarify that any extension of the ammt

U.S. DOWNPLAYS WTO CASE ON JAF
Sources close to the issue said that the U.S.

The U.S. ofﬁcml also declined to comment ,

certain date or face increased U.S. pressure. Instaad, th'

compliance with the 1995 agreement on a “dally basis.”
The failure of the Oct. 9 review w agree OIJIIEW Ja

is due in mid-November.
“We will carefully consider the results of ﬂ'ns met
sentative for Japan Wendy Cutler told reporters on Oct.
report and implementation of the agreement.” I . !
Cutler said that she and Deputy Assistant Secreta
outcome of the Oct. 9 session to Commerce Secretary B
Barshefsky upon retwning to Washington. | . ||
While the U.S. tabled a number of spexific propos'
Japanese officials said only that they would conVey ﬂns

hold a hearing to examine whether there should

than requiring them to be able to repair all seven mqior g
ing U.S., cars and parts (/nside U.S. Trade, Oct. 10, p-1)

Sources said this week that Japan accepted]those e
Japanese government first proposed to the U.S. m Septem

went beyond the initial Japanese proposa.l

" Copies of the U.S. proposal, as well as seplrate.l
Trade & Industry (MITI) and Ministry of ‘l'hnspomti

While the U.S. pointed out that access to. dealers 0

countered i in its non-paper that the number of dealers ls',

ued access to dealers will depend on the ability 6f U.S.}n
“Thé Japanese market is undergoing rapid change ¥

INSIDE US. TRADE - October 17, 1997
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be given this status. EU Commissianer for Agriculnre
i as BSB-free (Inside US. Trade, Sept. 26, p. 1).

uld be more receptive to U.S. demands. In an Oct. 8 report

there conld be consequences to banning animal products.

. ionel trading rules are respected,” the Commission said in

lo not encounter unjustified restrictions in gaining access

o sa.ld it “must be able to set the level of protection of

harmaeeuucal products should be exempted from the ban
be envisaged on the basis of scientific advice in order to

,”" the Commission said in the statement.

arch and Manufacturers of America (PhRMA) urged the
otion that only lifesaving medicine in short supply could

as mated in a.doptmg decision 97/534 the letter said.
, for example, require a full exemption for all pharmaceu-

| eliminate the risk to public health or injury to the U.S.

ms  under the World Trade Organization’s agreement on

yexpansmofﬂ:edafmnmnofSRMstmdumeban,amplc
Ifp conact your couttterparts in the European Commission and

bin would only exacerbate an already very serious concemn of the
United States on both public halﬂun_dtraddaommwunll ag

icultural grounds,” the leger said.

TOS . . . begins page one -

of threaten Japan with a WTO case during meetings in San
eral U.S. demands for additional market access steps.
ether Japan must improve access for autos and parts by a

official said only that the U.S. is monitoring Japan's

apanese initiatives for boosting U.S. exports will be taken
into account as the U.S. drafts its next seml-annual repdt

on the agreement, according 1o U.S. officials. The report

mg as we prepare the report,” Assistant U.S. Trade Repre-
. “Our nexr step is to prepare the semi-annual monitoring

Yy of Commerce for Japan Marjory Searing will report the

oncern to Japan’s auto mdusl:ry Japan also said it would
cation for mechanics to repair one vehicle system rather
stems, and agreed to several initiatives aimed at promot-

| non—papers tabled by Japan’s Mlnistry of Intm'nanonal
(MOT), are repnnted below.

U.S. autos is not growmg as fast as it should, MITI
steadily increasing.” MTTT further suggested that contin-
annfacturers to make cars that Japanese consumers want.
ith an ongoing trend toward recreational vehicles espe-

19
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cially centered on small minivans and small station wagons,”
automakers are expected to inject competitive models into th
' MITI also said that the Japan External Trade Organizati

RIAA

TI's non-paper said. “Accordingly, foreign
e market segments where demand is growing,”
(JETRO) will be supporting exhibitions of foreign

autos in Japan. The proposal noted that exhibitions will take Face in Osakanext month, Send:u durmg December
. andmlsoﬂ:ercmesdunngmeﬁrstthreemonﬂ:sofnm edr. - -

- On original equipment auto parts, MITI said foreign s
Iapanese ‘manufacturers are making their parts procurement process

Y hers should “make use” of recent trends under which
s more transparent. “For Japanese automakers,

finding eompetmve parts suppliers, regardless of whether the suppliers is foreign or domestic, bas therefore
become a critical issue in order 1o secure their tntemanannl cqmpetitiveness,” MITI's non-paper said.

In addition, MITI’s non-paper added that JETRO would

pport foreign aftermarket parts suppliers by

subsidizing exhibition fees and interpreters in events sponso i by JETRO. This support could also be extended to

foreign parts suppliers that hold their own exhibitions in J pa

Japan as long ss certain conditions are met.

as well as to supplier of parts that send missions to

Finally, MITT said it would hold a “reverse tmda fan"' next month in Clucago, where Japanese manufacturers

show U.S, parts manufecturers the kinds of parts they need.

support purchasing missions to the U.S,

U.S. officials said last week that while these swps are ap
However, these officials said the U.S. will most likely pam:

ie MITI paper added that JETRO is also prepared to

iated, promotional efforts alone are not enough.
te in these efforts.

MOT’s non-paper noted that Japan publicizes the requirtments that have to be met in order for a garage 10 be

certified to make certain auto repairs. The U.S, last week

d that these regulations be made more transparent.

'MOT also said it is about to draft a law thar would ;djem late disassembling repair requirements. This would

allow individuals to repair critical parts on autos without ba

g to sub_)ect thun to government mspect:ons, amove

“the U.S. hopes could lead to an increased use in foreign auto parts. -

In response to another U.S. request, MOT said Japan is Bw

constructing an information system that would

giveU.S. auto parts suppliers more information on the kinds k‘parts Japanese manufacturers need. And in re-
sponse to another U.S. demand, MOT said it is supporting ef i s to compile & list of vehicle registration data in
Japan broken down by car model in order to aid foreign parts juppliers.

Finally, MOT noted that in response to a series of reques|
“intend[s] to hold hearings in the presence of interested pa

made by the U.S. industry in September, Japan
§ from Japan and foreign countries, including parties

related to the U.S. parts supply industry to explore the possib ‘- of further deregalanon

In a related development, some pnvate-sector SOuUrc:
reduction in sales of U.S. cars in Japan on the 1995 auto agree

criticized the U.S. this week for blaming the
ment. These sources said the agreement is working

properly, and that sales of U.S. cars would have increased this|year if other factors hadn’t intervened.

For example, Japan’s sales tax increased from three to five petcent in. April of this year, which, along with
Japan’s recently lagging economy, hurt sales of cars thete '

These sources also noted that most of the decrease in sales of autos made m the U.S. are made by Honda,

Toyota and other manufacturers with plants in the U.S. ﬂlgt

srided 1o fill Japan's market with local production.

U.S. Proposals

Proposed Action Items
U.S.-Japan Automotive Consultations

Auto Parts
1. Specializedicertified garages

= Adoption of a specialized automotive technician tmmgl B

certification system.
« Provision of data and information on new garages and new

specialized certified garages, including English guidelines on estab- - ::

lishment and npproval process for these garages, and zoning and
other regulations affecting their establishment. .
2. Crinical Payts List

« Elimination of brake systems from the critical parts listasa .

first step roward elimination of d:membly repur requirements.
3. Daia Avallability

» Development of Japan Autornob:le Servu:e Pmmouon As- i

sociarion’s Foreign Aulomotwe Information thwork System
(FAINES).
-memonof)apanmvehuclemgmondmmaﬁnmm

20

mn £

o Sector

a reasonable fee,
» Establishment of an active campaign to inform automotive
irland service facility owners, mechanics, consumers, and MOT
Land Transport Offices of reguletory changes.
- [RO Support
I "Establishment by MITLJETRO of major auto parts

| hsersip

st show in Japan,
: * Provision of financial support by JETRO to suppliers and
man I' cturers participating in auto parts trade shows and other suto

pans hutresch programs.

» Provision of translation services, office space, and research
assistince as well as other financial support o promote the estab-
| ent of relationships between Japanese manufacturers and for-
elsn ito parts suppliers.

1 J L=
lmprovement of foreign access to Japanese da]ersh:ps.
o « Elimination of concemns of Japanese dealers about eonse-
quences associsted with carrying comperting foreign vehicles.

INSIDE U.S.TRADE - October 17, 1997
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MITI Propo *als

(Non-Paper)
October 1997

(A) Accss to Japanese Automotive Markst L
llmponed wvehicles have already been firmly nnd ; - dely
sccepted in the Japanese auto market, For instance, sal . of i
imponed vehicles in CY 1996 more than doubled over thegales /!
in 1992, while total sales in the Japanese market grew by nnly |
5% during the same period.
In part due to the increase in the consurnption tax i in. pnl |
automakers faced a tough domestic market during the fi half
period of 1997. The sales figures posted by foreign automa
reveal marked disparities during this penod wxﬂlsame epaTt

compared to the year carlier. The fact is that in the 14| 0

foreign automakers, 10 makers reported sales increase agains

makers reporting decline. _
Tl:us shows that Japanese auto market has been the 4

forelgn and domestic players vying for sales. Suecess in the
market depends upon the individual player’s sales Y and -
efforts.. . '

1. Access 10 Auto Dealership e
Dealers in Japan under Direct Franc.hme Agreer
(DFAs) with Foreign Automakers has been steadity incre
ing. Still, in order to secure new auto dealers in Ja.pan it 1s
vitally important for all parties to recognize the featur
the Japanese auto market. The Japanese market is und olng
rapid change with an ongoing trend toward recreatlonal chi- .
cles especially ¢entered on small minivans and small n
wagons. Accorﬂmgly, foreign sutomakers are expect

demand is growing. .
Government of Japan as well as each Japanese

that I:h:se contact persons will upon request by aﬁ:mgl
or Japanese dealer, reaffirm that Japanese dealers are free ti: sell
vehicles of competing mtomakers as referred to inthe h
I1.A.7.aand b. of the “Measures by the Govemment of J
the Government of the United States of America
Autos and Auto Parts.”

2. Support for Exhibition of Imported Motor Vehxclcs (¢
Autornobile Show™) 2
Japan External Trade Organization (JB’]'RO) p
support for exhibitions of imported vehicles in an effn
enhance and update the public understanding of imper

Pref. (Apnl), Nagano Pref. (April), Aomori Pref (A nl)
Fukushima Pref. (April), Hokkaido (May), Kagawa Pref. I
(June), and Wakayama Pref. (August). JETRO will lnuel
its financial support to exhibitions of tmported vehlol 35'..
cordnng to the follow-mg schedule, A0

. November 1997: Osaka ' .f S
December 1997: Sendai . .

INSIDE U.S.TRADE - October 17, 1997
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un Auto Sector

January 1998: ngoyn, Yokohamn, Oita, Toyama,

| Shlmoh. Hiroshima -

February 1998: Fukuoka, Ehlme, Kanazawa, Kobe, Glfu,

5 Kyoto Oksyams

March 1998: Hokhudo, Mie, Fuhn, Monoh, Tokushima

To finther enhance public interest in imported vehicles,
JETRO is planning to conduct the following test drive sessions

' ﬁn' ﬂle media,

..~ November 1997: Hoklkaido
' PRebruary 1998: Tokyo
* March 1998: Fukuoka

ji (B) Access to Japancse Auto Parts Market
|| Fundamental Points

Beset by intense international competition, Japanese

|| automakers are increasingly purchasing OE (original equip-

‘|| ment) parts under a “Global Optimum Procurement” policy
based upon QCDDM (quality, cost, development, delivery, and
management gystems). For Japanese automakers, finding com-

t peﬂtlve parts suppliers, regardiess of whether the supplier is

foreign or domestic, has therefore become a critical issue in
o_rdq' to secure their internarional competitiveness. Japancse
automakers expect to make active use of competitive foreign

.| suppliers and are taking a variety of measures to achicve this. All

| of the automakers are, for instance, enbancing the transparency
1| of their parts precurement process, designating contact points in
order to establish a system that facilitates contacts with parts
suppliers, and providing manuals that summarize their parts
procurement procedures, Accordingly, foreign supplms are en-
counged to make use of these measures.

" Many of the replacement parts and accessories suppliers
are small and medium-sized enterprises._ In view of this fact, as
‘part of its efforts to implement the 1995 Measures, MITI is
prepared 0 make a further effort to expand opportunities to
|| provide information on the Japanese anto parts aftermarket to
forelgn parts suppliers, in a bid to find competitive rcplaecment
parts as well as o promote imports. MITI is also ready to give

|| dssistanee to foreign suppliers to increase contacts with Japanese

buyers.
I
1 Support by JETRO
: (1) Support to Firms Participating from Abroad in Exhibi-
tions and Business Discussions Held in Japan
1) JETRO is prepared to provide support to foreign

slupphers that participate in auto parts aftermarket exhibitions
iﬂ and business discussions sponsored or co-sponsored by JETRO.
! 'l_f_h'e support (within its budget) may include subsidy funds for

éxhlbmon fees and assigtamce for business discussions (such as
the provisions of interpreters). .

' 2) JETRO is elso prepared to provide some support
when foreign aurto parts suppliers hold their own exhibitions end
business discussions in Japan, The support (within its budget)
may include travel expenses to' Japan, expenses for business
- discussions (fees for interpreters and supplemental funds for
Tocal activities), based upon JETRO’s support initistives de-

sqibed below in 1) of (2).

2) Support to Fomgn Firms for Busmess Activities in

21
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1) JETRO is prepared to provide support to mis-! |
sions for prornoﬂng exports of auto parts to Japan orgamz:d :
by public institutions or industry orgamznuons Such mis-.
sions are to meet certain criteria, such as the inclusion of
more than a specified number of private firms in the mmsion N
The support (within its budget) may include travel expenses” -
to Japan and expenses for business discussions (such as fees' - G0
for interpreters). . :
2)JETRO is able to pmvnde asslmnee fmm its six -
nationwide JETRO Business Support Centers (located in Tokyo,
Yokohama, Nagoya, etc.) to foreign firms and business persons -
who are at the initial stage of activities for exporting products to-
Japan. This assistance includes the provision of offices with
business equipment and meeting rooms for a period of up to two
menths, the introduction of interpreters, and consulting and "~
assistance to carry out office work and surveys (the recipient will

be expected o cover part of expenses),

Japan

2. “Reverse “Trade Fairs” Abmad
- JETRO holds exhibitions and bu.smcss d:scussxon meet-

. 'Maf pmp,,,, -

Aﬁcnnarkot Parts

» Provigion of data and information on garages S

» Establishment of campaign to inform regulatory changes =
The requirements covering the acquisition of certifica-:

tion is being clarified in legislation and other documentation.; | -

When changes take place, affected parties are notified of the- ?.
content of the changes and announcements are made to ﬂme '
media. :
For examples when the specialized eemﬁcahon garage
system established, this measure were publicly announced in the -
media and reported to industry qbservers abroad through publi-
cation in the Ministry’s newslemer MOT News. In addition, !
relevant organization such as the Japan Automobile Service'
Promotion Association (JASPA) were notified. Upon notifica-
tion, these organizations published the content of the measurein ..
their newsletters. Moreover, articles sbout specialized certified
garages system frequently appear in newspapers or magazines. :
and so on recently, In addition, statistics on the number l)t'E '
garages, etc are open to the public. B

. Deregulanon of disassembling repair requlremelm mcludmg ; ;
brake gystems :

Based an the second revision of the Deregulation Promo- AR

tion Plan in March 1997, the Transport Technology Couneil -
started to study disassembling repair inspection by government .-

in regard to all equipment including brake systems. Subsequent- - cha
ly, the Transport Techmology Council submitted a report in June _ b ot

e
.othq firms sefting up operations in the United States are sched-

th } _ “ d at which the buyer firms exhibit sample parts for the
uﬁ uppllels o view.-

{l| A'“Reverse Trade Fair” will be held in Chicago in Novem-
I997 (At preseat, several dozen Japanese automakers and

#:r.hibxt) In order to make this program a success, it will
atlal for many local suppliers to amend this exhibit. The
tion of related government agencies will also be crucial.

- Prwi us éxhibitions in such citics as Shanghai (September

199 .md. Kuala Lumpur, Malaysia (Octnber 1996) yielded
e results,

or for Japmse Parts Missions Abroad
| | JE‘I‘RO is prapand to provide support (within its budget)

_ In- . and accessories purchasing missions sent abroad by

eomj:&ned Japanese trade organizations.
thh JETRO's support, three trade organizations will
ions m the replacement parts trade exhibition AATW

-_ (Am notive Aftermarket Industry Waek) to be held in Las

- Vega 'in November this year, (Support was provided © 2

_nlnsél 'nh'n Germmy in Septunber last year.)

1l

ﬁto Sectar o

afthesystnn MOT has made a variety of efforts to

network system. MOT presented this network sys-
he Internanonnl Automobile Parts Symposium held in
egas in November 1996 and to the U.S. parts industry
{that visited Japan in June 1997. “MOT News,” also
g artxcles on the network system.

'pnnt inthe Infnrmahon Nerwork Systern as of September

; 'ation complmd]
. SA company; 3, German company: 1, UK company 1
Sy ation scheduled]
SA company: 3, French company: 1
I -
ficle registration data
'lJHlG U.S. parts supply industry is currently wishing to
icle registration data broken down by car model, etc in
o\ develop its production and marketing plans,

ﬁprowdmg all nwessuy suppnn for the smooth progress.

Appmxxmutely 30,000 newly quahﬁ.ed automoblle me-
s come into the world annually in Japan. There is no

1997 advising the climination of the disassembling repair in- " | l L

spection, under the precondition of maintaining other inspec- . '
FY 1993:27,355; FY 1994 28 673 FY 1995: 30 967, FY1996

tions, mcludmg penodlml mspecuon, and thz earuﬁanon system '_ :

for repair garuges. -
* MOT is at present preparing to subrmt a dm't mnsion of i

the Jaw to the regulur session of the Natlonal Diet next ycar e
. Foralgn-Made Autnmob:le components Infonnauon Netwutk:;

System (FAINES) _
The FAINES system is currently under eonsuucuon with' : i

22 '

'|u- :

| l-fnvmg reeewed 8 mlzmmt of the requests ofthe Us.
Stry; on September 22, 1997, we do intend to hold hearings
: Eresence of interested parties from Japa.n and foreign

doz2
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2 SOON . . . begins page one

U.S. OFFICIAL SEES HOUSE FAST- cx v

also hinted that there may be little support from House ooms for fast track. He told busiuess representatives
on Oct. 9 that solid support for the bill is largely represe t'ed by the Democratic whip group on fast track which has
roughly 14 members, informed sources said. Matsui alsq said that about half of the Democratic caucus in the House
is firmly commirted to opposing fast track, these jo shxcl

But one source said his comment was of tong e-m-cheak," and another added that thare are “‘unques-
tionably” more than 14 Democratic supporters. Another, $ngresslonal source said that the potential Democratic
support for the pending fast-track bill bas been hoverin, a+'onnd 40 members for several weeks, with about one half
solidly in favor and the other half leaning in favor of su !

Rep. Phil Crane (R-IL), the chairman of the|trade ] bcommnttee has said that fast rrack needs 70 Democrats
to pass. :
Supporters are unlikely to come out pubhcly in ﬂw‘ Iot‘ fast track for fear of attracting the attention of
opponents, one source said, adding thar not enough time ha passed after the Ways & Means vote on Oct. 8 to get
an accurate picture of the full House vote. .

“The momentum is not there in either dm#Ion,” o

: congressnonal source gaid. “All this gloom and doom is a
little premature,” another said. (G

Berman on Oct. 15 said that it would take “about n! ; * after the Columbus Day recess to get a clear picture

N N
Berman also harshly criticized the bumu- wnnunity lobbymg eflfort on fast track as pathenc,” but
said he was “hopeful” that it would be more ¢ twe n that Ways & Means has passed a bill.

Houss members have told business groups that th Iobbymg should focus on countering the number of anti-

of the House vote.

fast track calls and letters which members have y e wed from organized labor, informed sources said.
Labor groups are “ext:emely good” at gencmnnj a larg umber of communications to members of Congress, one
source said. X

At the QOct. 9 meeting, the business coaliti fon:n e tn' lobby for fast track, America Leads on Trade, circulat-

ed to its companies a list of 168 members who should b e mrget of “gassroots lobbying during this week’s
recess, The list is reprinted below. i T

Republican members are “just getting ! " whip pmg the fast-track i issue, a congressional source said. The
Republican effort will be headed up by Reps. Jim Kolbe ('R-A.Z) David Dreier (R-CA), Crane, Thomas Ewing (R-
1) “and others” who are part of the bipartisan wi lip & _,p‘on fast track, the source said. One source said Republi-
cans are looking for a vote count on their side ofthe Il inithe “140-160 range.”

The House leadership currently has no plans yet fo scheduhng a vote, congressional sources said. Part of the
uticertainty stems from the fact that it is unclear when he House will adjourn for the year, these sources said,

It is now possible that the House will stay m BGSSI ah through the second week in November, and not leave
after the first week, as originally expected, con iondl sources said. One source predicted that fast track would
be “one of the last votes” and that it could happen with ; n a day’s notice. .

Berman also signalled that the Clinton A minist I tlon is open to legislation aimed at softening the
adverse impact of free trade in the U.S, domestwally Ne gohauons on this issue are current]y focused on the
Hispanic Caucus in general, and Rep. Esteban Ton-es L d:A) according to congressional sources. Possible
measures in this area have focused on extending eﬂ’ecu e [rade Adjustment Assistance and the North American
Development Bank, these sources said. | ar

Possible changes to the TAA program and 1Fs co -- an for NAFTA would address “questions of operational
efficiency,” Berman said. The Administration has sugg a5 ted $SDO million in funding, which could be used to cover
a larger aumber of workers or increase the benefits, a co} ional source said. .

In addition, the Dept. of Labor has started alreview TAA and NAFTA-TAA to determine “how they can
work better,” Berman said. ' b

TAA already has adequate funding through early l| 8 nnd provxsmns in both fast-track bills would fund it
. through the year 2000. 0
Changes to the NADBank program would ble “t'or .f members by and large a money issue,” Berman said.
In particular, members have ca.llcd for changcs Whlch w d improve: the ﬁmctlonmg of the wmmumty asﬂstanee

tion. ] | :
Another Administration official said the efforts ngard'_ -
have been scheduled for financing than supp g new

|e bank are more focused on dislodging pro_]acrs thar
bries.

% .
Lmnbers the posslbllny of an adjustment program
llmy bases have closed, congressmnal sources said. One

i
i

The Administration has also discussed wi som
modelled on those created to assist communities %em
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source added that this idea has not been fleshed out mL
A congressional source noted that changes to ﬂ:e

outlays beyond what is already paid for in legislation

* committees, The source added that Republican support

FRI 17:41 FAX 202 775 7253 RIAA

Erams
|

detailed proposal.

which would require legislauon would boost

rsued py the House Ways & Means and Senate Finance -
ch 2 plan wotild be difficult to come by because they

' pereewe they bave already made concéssions to attract Dem' erenc votes, md ﬂm most Repnbheans “espeexa]ly

hat ” the NADBank.

Priority Grassroots Contact List

Bob Riley (R-AL-03)
Spencer Bachus (R-AL-06)
Ed Pastor (D-AZ~02)

Vic Snyder (D-AR-02)

Asa Huhinson (R-AR-03)
Jay Dickey (R-AR~04)
Nancy Pelosi (D-CA-08)
Anmna Eshoo (D-CA-14)
Zoe Lofgren (D-CA 16)

George Radanovich (R-CA-19)

Brad Sherman (D-CA-24)
Xavier Becara (D-CA-30)**

Jane Frapk Harman (D-CA-36)
Juanita Millender-McDonald (D-CA-37)

Ken Calvert (R-CA-43)
Christopher Cox (R-CA-47)
Brian Bilbray (R-CA-49)
Robert Filner (D-CA-50)
Scott McImnis (R-CO-03)
Joel Hefley (R-CO-05)
Nancy Johnson (R-CT-06)*
Corrine Brown (D-FL-~03)
Tillie Fowler (R-FL-04)
Bill MeCollum (R-FL-08)
Charles Canady (R-FL-12)
Dan Miller (R-FL-13)
Dave Weldon (R-FL-15)
Carrie Meek (D-FL-17)
Robert Wexler (D-FL-19)
Peter Deutsch (D-FL-20)
Ray LaHood (R-IL-18)
John Shimkus (R-IL-20)
Steve Buyer (R-IN-05)
Edward Pease (R-IN-07)
Jim Nussle (R-1A-02)*
Leonard Bogwell (D-LA-03)
Jim Ryun (R-KS-02)
Vinece Snowbarger (R-KS-03)
Edward Whitfield (R-KY-01)
Chris John (D-LA-07) .
Thomas Allen (D-ME-01)
John Baldacci (D-ME-02)
Steny Hoyer (D-MD-05)
_Roscoe Bartlett (R-MD-06)
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Joe Skeen (R-] NM-OZ)
Bill Redmond (R-NM-03
Rick Lazio (R-NY}02)

Cut Weldon (R-PA-07)
Paul Kanjorski (D-PA-1 .

" Jan Fox (R-PA-13)

Frank Mascara (D-PA-ZO)
Phil English (R-PA-21)**
William Jenkins (R-TN-01)
John Duncan (R-TN-02)
Van Hilleary (R-TN-04)
Bob Clement (D-TN-05)
Bart Gordon (D-TN-06)

- “Ed Bryant (R-TN-07)

. Harold Ford, Jr, (D-TN-09)
Max Sandlin (D-TX-01)
Jim Tumer (D-TX-02) -
Sam Johnson (R-TX-03)*.
Raiph Hall (D-TX-04)

- Lloyd Doggett (D-TX-10)
Chet Edwards (D-TX-11)
Ron Paul (R-TX-14)
Ruben Hinojosa (D-TX-15)
Silvestre Reyes (D-TX-16)
Sheila Jackson Lee (D-TX-18)

Gary Ackerman (D:NY-0 Solomon Ortiz (D-TX-27)
Thomas Manton (D-NY-07) Ciro Rodriguez (D-TX-28)
Charles Schumer (D-NY-09) Gene Green (D-TX-29)
Edolphus Towns (D-NY-{0) Eddie Bernice Jotmson (D-TX-30)
Nita Lowey (D-NY-18) | - Merrill Cook (R-UT-02).

Sus Kelly (R-NY-19) Owen Picken (D-VA-02)
James T. Walsh (R-NY-25) Robert Scott (D-VA-03)
Louise Slaughter (D-NY'-28) Rick Boucher (D-VA-09)
John LaFalce (D-NY-29) Jack Metealf (R-WA-02)
Bob Etheridge (D-NC-02 Doc Hastings (R-WA-04)
David Price (D-NG-04) | Adam Smith (D-WA-09)
Howard Coble (‘D-INC-O Mark Neumann (R-WI-01)
Bill Hefoer (D-NC-08) - Ron Kind (O-WI-03)
Sue Myrick (R-Nq-‘-o9) i Thomas Barrett (D-WI-05)
Earl Pomeroy (D-N C-OS) Jim Sensenbrenner (R-WI-09)
Steve Chabot (R- H—Ol) | Barbara Cubin (R-WY-01)

David Hobson (R

" Ermest Istook (R-OK05) [

Darlene Hooley, (D-
Thomas Fogliema (D-PA-

* Ways & Means Committee Member

— voted “Yes” m committee, buts still
" needs contact :

** Ways & Means Committee Mem-
. ber—voted “No” in eommmee needs

) . contast "

Chaka Fatiah (D-PA-02) |

’
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HUMAN RIGHTS, DEVELOPMENT GROILPS PPOSE PENDING FAST-TRACK BILLS

. Groups of human rights and development s last week urged President Clinton and a key House member
to reject pending fast-track legislation that would| limit tﬂe extenit to which trade agreements could cover environ-
mental and core labor standards. Instead, they press fur a framework for wade agreements that s:rengthens
standards in both areas by permitting their enfo ent ﬁl‘ough trade measures.

“The protection of internationally recognized Iabx ﬂghsmuabeacennﬂcumponmtofanymdemslme, Human
Rights Watch said in an Oct. 7 letter w Clinton and Hi ays & Means Commintee Chairman Bill Archer (R-TX).
Failure to include hbornghlsmuadeagmemswmﬂdan ourage countries to have little or no labar rights enforcement in
order to aftract foreign investtnent, according to the lstter.

“Absent authority to ensure that governmeafs s ienforce international labor standards, for instance, companies
may seek to take advantage of the artificially lo wages d poor working conditions that may result if unions are
not able to organize freely,” Human Rights Watch said. |

Similar opposition to pending fast.track bill lwu egs’sed by 21 groups of religious, human rights, develop-

ment and grass roots activists in an October 9 letzer and §ccompanying policy statement to the full Congress. “We
believe that U.S. trade policy must include a vigarous defense of the nght.s of labor and protection of the environ-
ment and that these principles must be in the of tnde agreements,” the groups said,

The groups’ letter rejected pending fast-track  bills ﬁs undermining wages and working conditions in the
United States and abroad, and charged that they ould lead to trade agreements that contribute to environmental
degradation. The groups criticized the negotiati nob;eci;ves on agriculture, invesunent and intellectual property
rights as pursuing policies that would ultimately .'; d to increased poverty and landlessness in developing countries.

For example, indigenous small farmers in d

1 lupl.ﬂg countries that have trade agreemenrs with the U.S. have
found it difficult to compete with low priced agrif: lmports a private-sector source said. As a result, they are
being placed at increased risk of losing their land,;
~ Altemnatively, these groups pressed Con, en elop a policy ﬁ'amework for considering trade agreements
that allows greater participation of religious, en tal, and development groups currently excluded from the
process, “Major trade negotiations should inclu |broad: based citizen participation and agreements should be
ratified through genuinely democratic processes,!they sgid in the policy statement accompanying the lerter.

This debate would ensure 2 framework for trade agreements that recognizes workers® rights, environmental
protections, and the rights and needs of local com unm&  the letter said. It emphasized the groups’ recognition of
the importance of economic interdependence an the po*:tlve role international trade can play if it promotes rising

standards of wages, working conditions, sustain 1e devpopment, and environmental protection.

In its Oct 7 letter, Human Rights Wa j h pointed out the limits of mnultilateral efforts to strength-
en core labor rights without the use of trade ments to provide enforcement mechanisms. Curent fast track
legislation calls for the U.S. to channel all effo: 0 prothote labor rights through the World Trade Organization
(WTO) and the International Labor Organization ('ILO)

However, the WTO has rejected playing a rol mﬂm us of labor rights aud trade, and expressly insists that labor
rights protections should not jeopardize the ive advimtage of low-wage countries, the letter pointed out. During the
WTO’s December 1996 ministerial in Singapore,

'WTO declined to establish a warking group to examine the linkage
between trade and labor, “reaffirming its belief that en.Olsﬂ\eeompmnbodyhosetanddealwxﬂlﬂiesemdards

Thc ILO has deve]oped a mechamsm fur exgmining certain labor rights violations, but according to the Oct. 7

suppression of costs,” its lemrer said.

The group cited employment discriminati
example of its claim. In these factories, U.S.~0
work place through mandatory testing, firing,

_of pre nant women in the Mexican maguiladoras industry as an
B( anonal corporations barred pregnant women from the
ent in order to avoid paying maternity benefits. The

companies told Human Rights Watch that they tlus discrimination to remain competitive, the letter said.

In addition, Human Rights Watch said that een trade and labor was recognized in the Trade Act of
1974 as amended, where the denial of internatio ally gmzed labor nghts was deﬁned “as an unfair trade
 practice” under Section 301 of the trade law. |1 ! '- I

The Oct. 9 letter was signed by the Develo, Lutheran Office for Governmental Affnu's Evangeli-
“cal Lutheran Church in America; Fellowship on Reconcqhahon/T ask Force on Latin America and the Caribbean; -
Interhemispheric Resource Center; International labor nghts Fund; Maryknoll Justice and Peace Office; NET-
WORK; Nicaragua Network; Nicaragua-U.S. Fri 2 'dsh Ofﬁce, Office for Church in Society/United Church of
Christ; Presbyterian Church, Washington Office; quxctF Center/Quest for Peace; Religious Task Force on Central
America and Mexico; Sister Parish; RESULTS; U.8/Gu 'temala Labor Education Project; Washington Office on
Latin America; Witness for Peace; Voices on the ﬁo _ Womm’s ‘Division, United Methodist Church.
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EV, U.S. DISCARD HELMS-BURTON DEADLINE . 1. . begins page one
- official said. It is alse aneﬂ‘enbyﬂaeBUmputpmsmonmeUS andto md:catednt“th:scan tgo onforever"

‘the official said.

But the official said it is clear that the EU will not returnto its World Trade Organlzanon challenge of the
Helms-Bunon law for now, and that the EU will meet with U’S. negotiators in the near future.

"U.S. officials said they would have to take this week’s rAcamendmn to extend the negotiations “back to
Washington” for approval. White House and State Dep'L oﬁ Is as well as members of Congress are expected to

- consider the proposed extension of the talks, sources said,

26

- company is targeted by it.

- by failing to deny U.S. visas to these traffickers [of: expro'

IV’ — ignoring my specific eomplamt that only two fore

Meanwhile, U.S. officials said the differences between e wo sldes "narrowed" this week and that they are
looking forward to continuing the negotistions in Paris later this month on the fringes of talks on the Multilateral
Agreement on Investment. The two sides are hoping the MAI being negotiated under the auspices of the Organiza-
tion for Economic Cooperation & Development can be usedro establish multilateral investment disciplines as a
way of settling their fight over Helms-Burton. B

Sources this week added the agreement to extend the talks is partially a reﬂecnon of the sentiment on both
sides that they should avoid baving the WTO settle the dispute. The U.S. has hinted it might argue that Helms-
Burton should be exempt from WTO rules and be eonsldered 4 nanonnl security measure, which would undermine
the credlblhty of the organization. .

At press time, the two sides had not released 2 formal ﬁ
during this week’s meeting in Brussels. U.S. officials last we
talks by this week, but that had also not been released at p

A senior U. S. official said earlier this week tlnt t
December as a marker for concluding the negotiations.” - |
“We clearly will not have a finished product by 0ctober 15th, but what we’re hoping for is that we’l1 have
such significant progress that we can continue...with the goal of reaching an agreement by the time of the U.S.-EU’
summit,” Undersecremy of State for Economics, Busmess and Agriculmral Aﬁ'an's Stuart Eizenstat told reporters
Oct. 14. -
U.S. and EU officials this week called the nngmai Oct 15 deedlme a “target date" that helped foeus the two
sides in the negotiations.
. Specifically, the U.S. and EU have been trying to. negotme dxsqplmes that deter investment in expropriated
property and disciplines that restrict the use of secondary tts. The two sides are hoping that an agreement in
these areas will allow the EU to withdraw its threarened complaint over Helms-Burton and aliow Congress to
amend the law so that Title IV can be waived. Title IV now rT:mres the U.S. to ban foreign executives that traffic

ent or any details of the progress they made
said they had hopecl to release a status reputt of the
tnne .

1] US is hoping to use the US-EU summlt in

in former U.S. property in Cuba. ik
Also as part of the deal, the EU wants the U.S. to waive
European companies. -I! ;‘
The two sides have been split on the issues in the I-Ie 1s-Burton negotiations in recent weeks, with the U.S.
insisting that the disciplines cover property that has been expropriated in the past. The U.S. has also argued that no
language be written into the MAI that limits the ablhty of the U.S. to enact secondary baycotts (Inside U.S. Trade,
Oct. 10, p. 1). ; '
I

In a related development, Senate Foreign Relatloni Comnuttee Chairman Jesse Helms (R-NC)
earlier this month requested the State Deparmment to: provr e all available information regarding the imple-
mentation of Title TV. Helms and others have charged that/State is deliberately slowing the enforcement of
Title IV because the EU has threatened to return to its WTO challenge of Helms-Burton if a Bu.ropean ,

e apphcatxon of lhe Iran-Libya Sanctions Act to

'Helms made his request in an Oct. 3 letter to Seeretaryjo State Madeloine Albnght after an Aug. 14 leter
from President Clinton to Helms asserted that Title IV is bein fully implemented. -

“The President did not even try to address my eonee 4 that the Administration was pullmg its punches
riated property],” Helms wrote in the letter,
reprmted below. “His letter asserted simply, ‘I assure you that the Unired States will continue enforcing Title

| companies had been cited under the Helms-

Burton Act in 16 months.” g ."
“Since the President failed to address my questions a out enforcement of the LIBERTAD Act, we are
obhged to find out for ourselves whether this U.S. law is indeed belng npphed v1gorously, _ Helms wrote 10
Albright. : - g .
- Specifically, Helms requested all memos, eables, tmnute mall and othet docummts relmng o put and
pending, invéstigations under Title IV, and a list of all State’ ' nnel who have participated in thess investigations
since the Jaw took effect March 12, 1996. Helms also BkEd or all communications and papers from the EU and

! |  INSIDE US.TRADE - October 17, 1997
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other trading partnets relating to the policies thesé countries bave on Cuba.

Helms also criticized Clinton for respondullg irl his Aug. 14 Jetter that Title ITI of the [aw has been waived
due to “unprecedented international cooperation” aimed at promoting democracy in Cuba. “Madam Secretary,
that’s news. to me,” Helms wrote, Title III, which Clmton has suspended three times, would allow U.S. entities to
sue foreign companies that traffic in former U.S. property in Cuba.

Helms wrote Clinton in July, when he requested an explanation as to why more foreign companies have not
been targeted under Helms-Burton (/nside U.S. hade,.Aug 1L, p .

State responded by letter last July to a similar request by House International Relations Committee
Chairman Ben Gilman (R-NY). That letter sald'that 45 Title IV investigations were underway (Inside U.S.

Trade, July 18, p. 1). I

Helms l.etter on Title IV \
October 3, 1997 _ Act in 16 months.
: : ; Since the President failed to address my questions
The Honorable Madeleine Albright ~ about enforcement of the LIBERTAD Act, we are obliged
* to find out for ourselves whether this U.S, law is indeed

|
Secretary of State i
Washington, D.C. 20520 ’
' |

Dear Madam Secretary: i
1 will genuinely appreciate your helping our C _

tee’s efforts 10 ensure that U.S. laws designed and intended to :
put prussure on the Castro regime are enforced fully| and
vigorously,
On August 14, the President responded to an earher;

letter from me regarding his decision to suspend Txtle 1§ S

of the Cuban Liberty and Democratic Sohdnmy;
(LIBERTAD) Act which (as you know) would allow A.mer- :
icans to sue foreigners found to be “trafficking” in thelr;
stolen property in Cuba. In that letter, the President stated:
that he had based his decision on “unprecedented intéma-’
tional cooperation” by other countries to “promotea péace- :
ful democratic wansition in Cuba.” Madam Secrztary
that's news to me. |

The President did not even try to address my concerm
that the Administraton was pulling irs punches by fm.hng w;
deny U.S. visas to these traffickers. His letter asserted smply,
“] assure you that the United States will continue enfm;:mg
Title IV” — ignoring my specific complaint that only, twoi
foreizgn companies had been cited under the Helms-Burton

being applied vigorously. To that end, I ask that the De-

. partment of State provide the Foreign Relations Commit-
;; tee with the following information (including classified
: documents) as soon as possible:

1. Allmemoranda, cables, mimutes, electronic mail
messages, telefaxes, or other documents, and drafts thereof,

- relating to past or pending investigations or decisions nnder

Title IV of the LIBERTAD Act. _

2. A list (indicating current assiguments) of all
Stare Department personnel who have participated directly in
mkuganons and decisions under Title IV of the LIBERTAD
Act, since March 12, 1996.

3. All memoranda, cables, electronic mail mes-
sages, telefaxes, or other documents, and drafts thereof, relat-
ing to the policies of third countries or international
organizations (including, but not limited to, the Europesn
Union and each of its member states) toward the regime of
Fidel Castro in Cuba, since March 12, 1996.

Kindest personal regards.

Sincerely,

'Sen. Jesse Helms (R-NC)
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