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X.

THE WHITE HOUSE

WASHINGTON

NEC PRINCIPALS MEETING ON JAPAN ECONOMIC ISSUES

July 26, 1996

There will be an NEC Principals Meeting on July 26 to discuss the 
status of several unresolved bilateral economic issues with 
Japan. Ambassador Barshefsky will review the state of 
negotiations on insurance and semiconductors as we approach the 
end of July deadline agreed to by President Clinton and Prime 
Minister Hashimoto. Secretary Pena will discuss the status of 
our civil aviation disputes with Japan.

The principals meeting will be held on Friday, July 26 at 5:00 PM 
in Room 231 OEOB. Please provide clearance information to Dena 
Weinstein at 456-5805.
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July 23, 1996

Dear President Clinton,

Sincerely,

Kunihiko Saito
Ambassador of Japan

EMBASSY OF JAPAN 
WASHINGTON, D. C.

I have the honor to transmit to you, enclosed herewith, a message from Ryutaro 

Hashimoto, Prime Minister of Japan.

His Excellency
William J. Clinton
President of the United States 
The White House 
Washington, D.C. 20500
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3.2%.

TALKING POINTS: RECENT U.S. TRADE PERFORMANCE 

FOR AMBASSADOR CHARLENE BARSHEFSKY

-On the broader goods and services basis, exports were up 12.6% to a record $786 billion in 
1995. Imports rose by 11.1%. The goods and services deficit, at $105 billion, reflected a U.S. 
surplus in services trade of $68 billion. In 1995, the deficit was up barely at all (0.7%) from 
1994’s level ofSlOS billion. The goods and services deficit represented 1.5% of GDP, less than 
one-half the previous 1987 peak deficit of 3.3% of GDP. In the first 5 months of 1996, however, 
the cumulative goods and service deficit is 11.6% below the deficit for the corresponding period 
of 1995 ($44.8 billion versus $50,7 billion), thanks in part to strong export growth.

—Due to strong export, growth, U.S. jobs supported by goods and services exports are 
estimated to have risen by more than 600,000 in 1995 to 11 million. Since the beginning of the 
Administration, jobs supported by exports have risen by 1.1 million, based on a 27% increase in 
U.S. exports of goods and services in the period 1992 to 1995. And, of course, exports have 
continued this strong growth so far this year was well.

-The movement toward faster growth of U.S. exports than imports which developed in 1995 

appears to be continuing this year (1996) as well. For the first 5 months of this year - (he most 
current data available - U.S. goods exports were up by 7.8% compared to the same period of 
1995, while U.S imports were up by 5.3%.

-U.S. goods exports rose by 14.6% to a record $576 billion in 1995. This is the festest growth 
in exports in seven years [in 1988, goods exports were up 26.9%]. The $73 billion dollar 
increase in 1995 was the biggest dollar increase ever.

-The goods trade deficit itself appears likely now to have stabilized and perhaps begun to 

decline. After peaking in the second quarter of 1995, the deficit dropped by 11% in the 3rd 
quarter and by 10.6 % in the 4(h quarter. The 1995 deficit set a record in dollar terms. However, 
at. 2.2% of GDP, last year’s trade deficit was one-third lower than (he previous peak in 1987 of
3.2%. In tire first 5 months of 1996, the goods trade deficit was lower (2.3%) than in the 
corresponding period of 1995 (although the deficit in the opening months of 1996 is running 
higher the closing months of 1995).

-Manufactured exports grew by 12.7% in 1995 to a level of $486 billion. Exports of 

advanced technology products (a sub part of manufactured exports) grew even faster tlian 
manufactured exports overall. They were up 14% to $138 billion. The U.S. enjoyed a trade 
surplus of $13.3 billion in advanced technology products last year. After several years of 
moderate to no growth, U.S. agricultural exports surged by 22% to $56 billion in 1995.

-The growth rate of U.S. goods imports, at 12.1%, was slower than that of exports in 1995 for 
the first time since 1991. The goods trade deficit, however, rose to $173 billion in 1995, up $7 
billion or 4% from 1994.
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-Offsetting the 1995 balance improvements were deficit increases elsewhere in the world. With 
Mexico, suffering from recession and international liquidity problems, the U.S. goods trade 
balance moved from a 1994 surplus of $ 1.4 billion to a 1995 deficit of $ 15 billion, more than 
accounting for the entire deterioration of the U.S. goods trade balance last year. Exports fell by 
9% - a decline whose size was limited by Mexico’s NAFTA obligations. In 1981*83, the period 
of the previous peso crisis, U.S. exports tell by 50%. Early evidence in 1996 suggests, in fact, 
that as the Mexican economy has stablized, the U.S. export decline may be coming to an end. In 
the first 5 months of 1996 U.S. exports to Mexico were 18% higher than a year earlier. This 
represents somewhat faster growth than 16% rise in Imports from Mexico in 1996's first 5 
months.

--Also on the positive side, the U.S. goods trade surplus with Latin America, excluding 

Mexico, rose from $3 billion in 1994 to $8 billion in 1995. U.S. exports to the region grew by 
20%. [The surplus continued in 1996, though at levels far below that of early 1995.] The trade 
deficit with the Pacific Rim, excluding Japan and China declined from $18 billion in 1994 to 
$15 billion in 1995 (though it is back up again in early 1996). U.S. exports grew by 23% in 
1995. With the EU-15, the U.S. deficit declined from $12 billion in 1994 to $8 billion 1996 
(though it is back up somewhat in early 1996). U.S. exports grew by 14.7% in 1995, despite 
sluggish growth in the European economy.

-Vis a vis Japan in 1995 U.S. goods exports, with a 20% Increase of $64 billion, grew five 
times faster than U.S. imports from Japan (4%). As a result the deficit with Japan fell by 10% 
from $66 billion in 1994 to $59 billion in 1995. This is the first time the deficit with Japan has 
fallen in 5 years [since 1990]. These trends continued in the first 5 months of 1996 (exports up 
13.3% from a year earlier; imports actually down by 8.8% and the cumulative trade deficit 30% 
less than in the first 5 months of 1995). U.S. exports of muter vehicles to Japan surged by 55% 
in 1995 (to $3.2 billion), and the U.S. trade deficit in vehicles and parts declined by $4 billion (to 
$33.3 billion), accounting for nearly two-thirds of the overall reduction in the trade deficit with 
Japan. In the first 5 months of 1996, vehicle exports are up 28% from a year earlier and the trade 
deficit in vehicles and parts is down by 24%.

-The U.S. goods deficit with Canada increased by $4 billion to $18 billion in 1995 (though 
even here U.S. exports increased by 11% last year.) The goods deficit with China increased by 
$4 billion to $34 billion in 1995. One hopeful sign with China, however, was that the growth 
rates of goods exports (27% to $11.8 billion) exceeded that of goods imports (17% to $45.5 
billion) for the first time in many years. [However in 1996's first 5 months, exports were up 5.3% 
from a year earlier while imports were up 6.8% and the deficit was up 7.3%, or another $2.5 
billion on annulaized basis.]
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July 23, 1996

Dear President Clinton,

Sincerely,

\

Kunihiko Saito
Ambassador of Japan

EMBASSY OF JAPAN
WASHINGTON, D. C.

I have the honor to transmit to you, enclosed herewith, a message from Ryutaro 
Hashimoto, Prime Minister of Japan.

His Excellency
William J. Clinton
President of the United States 
The White House 
Washington, D.C. 20500

*
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July 29, 1996

Dear President Clinton,

Sincerely,

Ji

Kunihiko Saito
Ambassador of Japan

His Excellency
William J. Clinton
President of the United States 
The White House
Washington, D.C. 20500

EMBASSY OF JAPAN 
WASHINGTON, D. C.

I have the honor to transmit to you, enclosed herewith, a message from Ryutaro 
Hashimoto, Prime Minister of Japan,
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Response: The Clinton Administration has laid the groundwork for an expl is on of U.S. 
exports that has created over one million jobs hare at home,

Thtf United States has overtaken Japan as the world's Number One vrodx cj r_of 
auto7nobil.es for two years in a raw - for the first lime since the 197Q‘s.

The United-States is xhc world's largest exporter. American exports have • jo >wn by 31 
percent in three years, and 14 percent in 1995 alone. We have turned an importa it corner: for the 
first time in years, our exports arc growing faster than our imports - 14 percent1 ei sus 12 

percent. And our exports are more diversified than ever — from manufacturing g »c is to high tech 
to services to agricultural products,

The United Slates is also the most competitive nation in the world A. maj >r international 
study by the World Economic Forum has placed the United States as the most ec m Jmically 
competitive nation in the world for two years in a row. From semiconductors to iu os to 
agriculture to services, the U.S. is in the lead.

Agriculture exports surged by 22 percent in 1995 to $56 billion, with all- in e highs in 
poultry, pork, wheat and cotton. U.S. farmers and related industry creak d 2 trade 
surplus of approximately $27 billion in 1995 -- the largest surplus since 9< 2.

The United States is once again the world's Number One produce}- of sen to. inductors. 
surpassing Japan. Semiconductor exports have grown 113 percent since th 3 beginning 
of the Clinton Administration and 35 percent in 1995 alone, to $34 billio i.

aircraft industry dominates the world market - supplying 65percen ■ c ^Asia’s 
imports.

Our trade policies should be judged by their success at promoting U.S. ex x rts. By that 
measure they are a resounding success.

Charge: Dole has called the Clinton Administration’s trade policy a “specta :i lar failure a 
fiasco.”



TOO LENIENT WITH JAPAN?

Charge: Dole claims that the President has been too lenient with Jap;
an.

Ke5Pn»$.?: For a generation, American Presidents have unsuccessfully trie I
o crack openthe Japanese market. President Clinton has succeeded.

The Clinton Administration stood up to Japan and opened markets for I». woods and
services

MeJ±p.?rcem since 1993, reaching arc ^rd $64 hillion

mn.

to U.S. products.

U.S.-,

go, »C 5.

*

2

The Clinton Administration has reached 21 agreements yvith Japan sine s 1993 covering a 
range of market sectors. In goods sectors covered hy those agreements t sports have 
grtnvn more than 85 percent since 1993. Exports in these sectors have p -jwn three times

J. he Administration has established an interagency enforcement team to i k ke sure that the 

enforce the other agreements. In addition, we are aggressively pushing forward x further open
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must be effectively enforced, and other market access issues must be addressed. I lore progress is 
Heeded, and the Clinton Administration is committed to continuing to open the J i] anese market

- accomplishing what his predecessors could not do. And the results i r« clear:

Total U.S, exports to Japan are a ~ ~ 

in 1995 and supporting over 800.000 American jobs.

range of market sectors. In goods sectors covered hy those agreements « xports have 

as fast as overall U.S. exports to Japan.

. U.S.e-•xports to Japan have grown even faster than overall U.S. exports n id over twice as 
fast as U.S. exports to Europe since the beginning of the Administrator .

While the Administration is encouraged by the initial results of these agr< c nents, they

Japan auto and auto parts agreement is implemented, and wc are taking sin U ir actions to

the Japanese market in other sectors that remain unacceptably closed to U.S.



Another very significant event occurring within the past month
was enactment c f; modem patent

i moreattractive location for technology-based investment, " Barshefsky noted.

This

announced
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initiate four additional WTO dispute settlement actions now or in the near future as linst 
uit ’Turkey-lndia and Pakistan for their failure to fulfill certain IPR- re ated WTO 

obJIgatfons. These actions will be conducted within the context of self-ir iti< ted Section
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including the TRIPs Agreement. USTR has monitored closely such implementa" io: i and has
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h this context on Februart 9 USTR initiated WTO dispute settlement proceed,: ,g. against Japan 

a“.“tSe. °. "!.?1LUre'ir0'?1 ri8?? °,fu S. perfonning artists and produce .s vho recorded

■ i* ■■ ---- — * / announced
initiation of WTO dispute settlement proceedings against Canada because of disc rii unatory

I r.l’rc 11 In Lie fzs ___ _____ • • «

law in Brazil. 'This new law, once implemented, will help establish Brazil's lea. ship in the 

region m terms ot the protection intellectual property rights, and will make Bra; il

TRIPs also requires that this term apply to new patents and to those that re still in effect.

1995. Several U.S, companies have complained that they stand to lose si mi leant 
revenues if the lomter TRIPs natant ie ' L .

Other significant progress toward improving the pro tection of intellectual prope tj worldwide is 
set out in the attached document entitled: Developments in Intellectual Property R ghts. This 
progress included new laws, measures or commitments to improve copyright pr )t< ction in such

Greece, Haiti, Hong Kong, In lie Korea, Latvia, 

. —. ------- s in lustrial
id Bodvia, Colombia, tl a. iech RepubHc.

during a twenty-five year period from 1946 to 1971. Similarly, on March 11 US H

practices it has adopted to protect its domestic magazine industry.

Barshefsky today announced that she will, as a result of this year’s Spe< ia 301 review 

initiate four additional WTO dispute settlement actions now or in the near future as linst 
Portugal, Turkey, India and Pakistan for their failure to fulfill certain IPR- re ated WTO

301 investigation^ aCt,°nS Wl" COndUCted Wfthin the context of se,Wr itif ted Section 

These actions can be summarized as follows:

Moldova, Panama, Peru, Romania, Turkey, the Ukraine, and Venezuela. In the in lustrial

Japan, Panama, Peru, Singapore, Taiwan, Turkey, the UAE^lnd Veneiieh’

WTO Dispute Settlement

As a rasult of these TRIPs obligations, several trading partners amended their i,« lectual property 
laws over the past year. These include Japan, Italy, Spain, Portugal. Sweden, F n, rod, Greece and 

Austn&.

Portugal - Portuguese patent law does not comport with the TRIPs requ re nent that the 

td m° a PatenT IasI from the date of grant until 20 years from the date it ws 5 filed 
TRIPs also requires that this term apply to new patents and to those that u. cuc 
f °?cUSc has modlfied lts law t0 Provide a 20-year term to patents grante. I ai ter June 1 

*  --------companies have complained that they stand to lose si, jni leant
if the longer TRIPs patent term is not applied to their existing p; tei .t$. The

w rt.Pni special 301 announcement, USTR gave notic: t.. its trading 
X.? 1iiSeC!ed Lhein t0 imP)lrnenr on schedule their obligations under • he WTO.

moved aggressively when a failure to implement has adverse^ affectedLLS^co io okTmXsts.
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Ambassador Barshefsky noted the substantial progress made during this past yea r i: i improving

contormity with rhe obligations of the TRIPs Agreement. We also are workin j v ith all other

full compliance.
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Special 301 V

ensure comparable market access and intellectual property protection for U.S. p ot acts and to 
promote more open foreign procurement practices - measures which are key to th s 
Administration's policy of opening markets and creating opportunities for U.S. c jn panies and 
jobs for U.S. workers.

USTR ANNOUNCES TWO DECISIONS: 

TITLE VH AND SPECIAL 301 
S'

Acting United States Trade Representative Charlene Barshefsky today announc d iecisions and 
initiated actions in two important areas: Special 301 - protection of intellectual p openy rights -

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF THE UNITED STATES TRADE REPRESENT AT l\ E 

Washington, d.c. 20508

intellectual property protection, including progress in countries whose practices ia' e been major 
IPR concerns in the past.

The most important progress in intellectual property protection occurred within he World Trade 
Organizauon (WTO) Agreement on the Trade-Related Aspects of Intellectual Pr ap jrty Rights, 
commonly known as the TRIPs Agreement, which came folly into force for deve of ed countries 
on January 1, 1996. This is a significant step forward in advancing the protectio: 1 c 'intellectual 
property globally. Ambassador Barshefsky stated: "We now expect all develop© I c juntrics to be 
m conformity with the obligations of the TRIPs Agreement. We also are workin j v ith all other 
trading partners to accelerate implementation of this Agreement. These are top j ’ri< ritics for this 
Administration.' She continued: "We will be monitoring carefully as these ublig; tic ns come into 
effect and will not hesitate to use the WTO’s dispute settlement provisions if nec as my to ensure

J '

and Title VTT — discrimination in foreign government procurement.

Today’s decisions demonstrate the Administration's continued resolve to take sti g measures to



TRADE DEFTCTT WITH JAPAN

C^rgc: Dole asserted that the President has been too lenient in narrowing >ur trade deficit
with Japan.

with Japan.

Our trade policies should be judged by their success at promoting U.S. e < jorts. By that

imports fell.

3

WHITE HOUSE/NEC
USTR PERSONNEL

05/01/96
04/30/96

15:39
14:32

early 10 percent - and to its lowest level since 1992. '•

Furthermore, our expons to Japan have grown despite an ongoing Japan a e recession.
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Respons^: The President has pursued a results-oriented strategy toward Jr j an that focuses 
on opening the Japanese market to U.S. goods and services and cutting on: trade deficit

Over the course of the past few years, Japan's GDP growth has been negligible, "i till Japanese 

consumers are buying scores of American products - and the trade deficit is fall r < as a result.

Take the case of autos and auto parts. Since this Administration negotia e d and signed a 
market-opening agreement with the Japanese on autos and auto parrs last year, t x jorts of U.S.

Half of the improvement in the trade deficit with Japan was a result ofcu os: for the 
first time in a decade, US. auto exports to Japan increased by nearly 41 j ercent while

measure they are a resounding success. Overall U.S. exports have grown by 31 P ercent in three 
years, and U.S. exports to Japan grew 34 percent since 1993 - to a record $64 > Ilion in 1995.

autos and auto parts have grown by over 35%, totaling $3.8 billion in 1995. In 19 >5, 140,000 
U.S.-made vehicles were exported to Japan, up nearly 40 percent over 1994,

In 1995, U.S. exports to Japan grew five times as fast as U.S. imports fr >: n Japan As a 
result, the trade deficit with Japan deqjmgd 9.7% over 1994 — for the first time i i five years — bv 
nearly 10 percent — and to its Inwpsi IpvpI ioot v .



today in Geneva, We have very recently received new information from th 5 Government

this matter

establish a so-called "mailbox" mechanism in which persons may file patt nt applications

conditions of patentability, even if the developing country is taking advai ta ?e of the

the United States will initiate formal consultations under WTO dispute st ttl :ment 
procedures in Geneva in the near future,

Xarkey - Turkey maintains a discriminatory “municipality’' tax on box oi 5c :
revenues
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to five years during the transition period if a patent and marketing appro- al is granted on 
the product in another WTO country and marketing approval is granted: n i tie country

WHITE HOUSE/NEC
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fiom the showing of foreign films, but not on box office revenues from tl e i howing of 
domestic films. This does not comply with Turkey’s national treatment c bli Rations under

providing marketing exclusivity.

India — India fails to provide patent protection for pharmaceutical or agr cu itural chemical 
products. It also has not legislatively established mailbox and marketing ex dusivity 
systems in accordance with Article 70(8) and 70(9) of the TRIPS Agree; iei ,t. Therefore,

United States will initiate formal consultations Under WTO dispute setth m snt procedures 
today in Geneva. We have very recently received new information from th 5 Government 
of Portugal that it may have modified its interpretation of the underlying T UPs obligation 
Dispute settlement proceedings will progress until we reach a satisfactoi < j esolution of

Under this TRIPs provision, all applications filed in a country’s mailbox ni st be processed 
when full product patent protection is ultimately-granted without regard :o rhe lime that 
has passed since they were filed in the mailbox. This ensures that applic, ti< ns filed after 
Januaty 1, 1995, will be eligible for some term of protection if they othei wi je satisfy the 
conditions of patentability, even if the developing country is taking advai ta je of the 
transition period permitted by the Agreement. TRIPs Article 70(9) addii ioi tally requires 
that products subject to mailbox applications be granted exclusive marke in»rights for up

Pakistan - Pakistan does not currently provide product patent protects n or 
pharmaceutical or agricultural chemical products. Article 70(8) of TRIP, i i squires 
countries that do not provide patent protection for such products as of J in- iary 1, 1995, to 
establish a so-called "mailbox" mechanism in which persons may file patt nt applications 
for these products, where they will be preserved until patent protection i i p rovided. 
Accordingly, the United States will initiate formal consultations under th i1VTO today in 
Geneva.

Article III of the GATT Accordingly, formal consultations under WTO iu pute 
settlement procedures will be invoked by the United States in Geneva in he near future.

Barshefsky stated that she will not hesitate to bring additional WTO cha le igas where 
appropriate.

Special 301 Decisions
Under the "special 301" provisions of the Trade Act- of 1974, as amende j, Barshefsky 
today identified 35 trading partners that deny adequate and effective pre te ttion of 
intellectual property or deny fair and equitable market access to United . Jte tes persons 
that rely upon intellectual property protection. She listed an additional 19 tra> in ; partners that

U



will require monitoring.

to a decision by USTR. that China is not satisfactorily implementing the 1995 ag e< ment.

on the priority watch list include the European Union, India, Indonesia, Japan, I? 01 aa, and

Sheet.

and Competitiveness Act for its failure to adequately implement obligations unde r t

period for consultations, and Ambassador Barshefsky confirmed that such consu tat ons have
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Ambassador Barshefsky emphasized that the United Statcs had g .ve n Germany

year ago in the 1.995 Title VII Report to expressing "substantial concern*' with G >rr ^ny**

Finally, Ambassador Barshefsky noted growing concerns about IPR problems in fr e trading 
partners, and highlighted developments and expectations for further progress in 4 trading

Turkey.

The USTR also announced placement of 26 trading partners on the special 301 ’ 
that "out-of-cycle" reviews would be conducted with seven of these trading part 
Salvador, Italy, Paraguay, the Philippines, Russia, Saudi Arabia, and Thailand.

Barshefsky announced placement of eight trading partners on the special 30) "p: it -ity watch list" 
Two of these trading partners - Argentina and Greece - will be subject to revj. during the 
course of the year to evaluate progress made in the nextVscvcral months. Other ra ding partners

In doing so, Barshefsky designated China as a "priority foreign country" under«31 cial 301 
because of its failure to implement the 1995 intdlcctual property enforcement a? n ement 
Economic damage to U.S. industries continues to rise as a result. Although Chi u has made some 
progress in halting the retail trade in infringing goods, it has failed to stop illegal C D video and 
CD-ROM production, to prevent the export of infringing goods, or to honor its 31 omise to grant 

legitimate audiovisual products. Because intellectual propen < enforcement

* ~ '------ ---------- , anew ie:tion 301
investigation will not be initiated. China’s implementation of the 1995 agreemei t will remain 
subject to section 306 monitoring. Trade sanctions for noncompliance could be in posed pursuant

problems in China are already the subject of an action under section 301, a new ie :tion 301

Title VII

Ambassador'Barshefsky announced the identification of Germany under the 198: C mnibus Trade

U.S.-European Union (EU) Memorandum of Understanding (MOUy Tn making th 

announcement,/-1------J—
eveiy opportunity to ensure U.S. access to the German heavy electrical cquipme. it i larket and 
establish a credible bid challenge system as required by the MOU, going so far a.< tc limit action a 
year ago in the 1.995 Title VII Report to expressing "substantial concern” with G mt lany’s 
implementation of its international obligations. Since then, however, new develc on ents indicate 
that the experiences of U.S. firms are not isolated cases and that a systemic prob en exists, 
requiring a change in legislation or administrative measures. Identification triggc rs 160-day

partners. Barshefsky will subject five of these trading partners, Bolivia, Bulgarit. S outh Africa, 
Taiwan, and Hong Kong, to review during the course of the year.

Details of Ambassador Barshefsky's special 301 decisions are provided in the an ic led Fact
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already been requested of Germany, as required by Title VII. Ambassador Bars! el sky noted that 
the United States "is ready to sit down with the German Government to resolve h< issue and 
avoid further action under Title VII." She also emphasized, however, that “this i 5; procurement 
sector with a long history of discrimination against U.S. firms and we need more tl an a promise 
that problems won’t recur in future procurements.”

Ambassador Barshefsky indicated that the Administration made no other identifi :a' ions in the
1996 Title VII Report but that the Report provides additional information on tht / dministralion’s 
initiatives to tight bribery and conuption in foreign procurement practices. Amt is ador 
Barshefsky stated that the "Administration is out in front on this issue and is pre; si g other 
countries to come to grips with the trade distortions caused by bribery and corru jt on." In 
particular, the Report focuses on efforts in the WTO to launch negotiations on ti ar sparency, 
openness and due process in government procurement practices of all WTO Mei at srs. The 
Report also refers to Singapore, New Zealand and Chile as countries that have b *e i aggressive in 
combating bribery and corruption in their government procurement.

Additionally, the Title VII Report provides information on procurement practice > c f Japan with 
respect to public works, supercomputers and computers; Australia with respect ■ o nformation 
technology and telecommunications; Brazil with respect to telecommunications; in 1 China for its 
across-the-board lack of transparency. Finally, the Report updates implementati w of the WTO 
Government Procurement Agreement (GPA) and NAFTA Chapter 10.

’ r


