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FOR IMMEDIATE RELEASE Contact: Jay Ziegler 
May 1, 1998. 

USTR ANNOUNCES RESULTS OF SPECIAL 301 ANNUAL REVIEW 

United States Trade Representative Charlene Barshefsky today announced the results of the 1998 ' 
"Special 301" annual review which examined in detail the adequacy and effectivep.ess of 
intellectual property protection in over 70 countries. Ambassador Barshefsky also announced 
that'sliewiH;;as::a,re:sultofthisyear'sSpeciaI301 review, initiate WTO dispute settlement \ . ~,:;r; 
cOrisultations:with Greece,and.:theEuropean Union, though she took note of recent·.develop'menfS 
in Gre~ce: .This brings to '10 the number ofIPR-related WTO complaints filed by the:Uniteo]' , :,\:~::~,D)( i:, 

States. The report also :addressed developments in Taiwan and Mexico. r :' 
" , :. \, ;,' , " ' . .", ~ . 
: ~ ~.:; ;:. ~ ,." ".; .:. ,',,;.:'::,"<" ..:" 

"'TIie progress we'have~chlev~d' as a direct result of this year's Special 301 annlllibie~ieW::v_;":;I' ,r'C 

unders'core~ the fact that Special 301 is one of the most effective instruments in ourtiacie'policyiL; '\.,: ',h:- " .'; 

. arsenal,'!., stat~d A~tbassador Barshefsky. r ':' ~~,;: ::;.", : f';1"' 

In addition, Ambassador Barshefsky announced placement of 15 trading partners on the "Priority 
Watch List," including Israel, Macao, Argentina, Ecuador, Egypt, the European Union, Greece, 
India, Indonesia, Russia, Turkey, Bulgaria, Italy, Dominican Republic, and Kuwait. She also 
placed 32 trading partners on the "Watch List." 

Actions Previously Announced in 1998 

Earlier this year, on January 16, Ambassador Barshefsky announced out-of-cyclereview decisions 
with respect to Paraguay and Bulgaria. . 

At that time Paraguay was identified as a Priority Foreign Country because' of its failure to take 
effective action against alarming levels ofpiracy and counterfeiting and failure to implement 
adequate and effective intellectual property laws. In announcing this decision, Ambassador 
Barshefsky noted that a section 301 investigation would be initiated within 30 days and failure by 
the Government of Paraguay to address U.S. concerns prior to the close ofthe investigation could 
lead to the imposition ofbilateral trade sanctions. With respect to the situation in B~lgaria, 
Ambassador Barshefsky stated that, "should Bulgaria fail to make substantial progress toward 
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combating the piracy of CDs and software compilations on CD-ROMs, it will be identified as a 
priority foreign country as early as April 1998." 

/" 

Today, Ambassador Barshefsky stated, "We have actively engaged both Paraguay and Bulgaria in 
negotiations to addn!ss our concerns. We are pleased that both governments have begun to 
recognize their responsibilities and have made some limited progress toward resolving our 
concerns this year. However, to avoid further action by the Administration, it is essential that 
both governments, over the next several months, take significant, effective, and sustained 
enforcement actions to substantially reduce piracy and provide adequate and effective intellectual 
property protection." 

Also this year, on March 30, Ambassador Barshefsky announced that the Administration 
suspended a portion of Honduras' benefits under the Generalized system of Preferences (GSP) 
and Caribbean Basin Initiative (CBI) because of its failure to control piracy of TV satellite 
signals. Today, Ambassador Barshefsky noted that, "On April 23, the Government of Honduras 
took its first ~teps toward resolving this dispute by taking action against two pirate stations. 'We 
are encouraged by this action, and look forward to additional actions to fully resolve our 

I 

", " ..• ;1 , - . (. ,.... t ~-'" '., . 

t,! ~ :::-~j I:':.: ~'I . t ;/.~ 

AGc~mpli.shn1ent:s Over. The Past Year ,,' ;~!, i 

~ }': ,:t :·,s.:· : ";"';":" ':·~;_.~'n.,. 1.,'""\",.(1, .\ 

Amb~~sador:B~ishefsky notegthe substantial progress made during thisp~st year 7in:i.Q1prqviIig,i:i" .;. 

i!l!~jie~tuaJ PIQP~rty ,ptotec!iqn,.including progress in countries whose pra.~t\cesi:h.!:lY~~7beeri;waj9r: 

I"P'R" ' .. 'h>" ., ;~;,rl,·. ,,,,, •• ', : .. ·.il"'. ',!co!tCems,In,t '" p~~L! ' . ,i·c;:,;';",':),••·"",.> 1.1 <I'..:;. I"""~,, 

',: b" ,'I., ~:...: ::. ., . r..::' 
,Progress;·has occurred throughout the world, much of it the direct result of U.S. Government ':'.' 
pressure. While more needs to be done in many of these countries, progress has occurred in such 
,countries as China, Brazil, Russia, Turkey, Bolivi,,:, Korea, Ireland, Sweden, Panama, Cyprus, San 
Marino, and Luxembourg, and most recently in Bulgaria and Singapore. An attachment to this 
release, entitled Developments in Intellectual Property Rights, identifies the specific progress 
made with these and other countries. 

China: There has been continued progress in China. Through 1995, China was the world's leading 
exporter of pirated optical media products --compact discs (CDs), video discs (VCDs), software 
CD-ROMs (containing software and video games) --where illegal exports of optical media 
products cost U.S. industry over a billion dollars. In contrast, losses from optical media exports 
in 1997 were down very significantly according to industry estimates. Since the 1996 agreement, 
China has shut down 64 CD production lines and largely reduced exports ofpirated IPR products. 
According to Chinese Government statistics, more than 800 individuals have been imprisoned in 
China as a result of illegal IPR piracy activities. 

Ambassador'Barshefsky stated, "We have seen continued progress in reducing illicit IPR 
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production, and are beginning to see the, legitimate licensing of film and music production in 
China. But; China must demonstrate a greater resolve to address illegal importation of CD and 
VCD products, as well as other IPR violations including the illegal reproduction of software ' 
products, retail piracy, and trademark counterfeiting,. Consistent with our approach of enforcing 
all of our trade agreements, we will continue to work to ensure that China strengthens its 
enforcement against illegal importation, distribution, reproduction and sale of all illegitimate IPR 
products." 

Bulgaria: Progress has also occurred in Bulgaria since the January announcement that Bulgaria 
would be identified as a priority foreign country as early as April 1998. Today Ambassador 
Barshefsky said, "Bulgaria's stated commitment and the recent steps it has taken toward 
addressing piracy are a welcome indication of the Government's resolve t()enforce its intellectual, 
property laws. While initial reports of Bulgaria's efforts to address pirate CD production are 
encouraging, given the magnitude of the problem, Bulgaria must demonstrate its ability to 
substantially eliminate copyright piracy over the long term. We will 'closely monitor the level of 
piracy in Bulgaria and review the situation in September 1998. Should Bulgaria faii to maintain 
significant enforcement efforts against pirate production of CDs and software compilations on 

'~i",;"::,,:.,,:CI~hR9M.s,itwill Ptl)<ientified as a priority foreign country as ~ar~y, as,S<,-(ptember.:?;, I' ,:' , ',',' " 
11,.,' "' , '. ~ , ..." - .. .., ,'. • '. ~. .; ." _"', l , \ 

<,,')r.::~.h"k;Ii:'j , :. ;~:<:' ~,.:" .':, .-,\ ~."" ~::<':. ~.~ '.. ~),. ','.;. :'::~' {~\> f 

:,\j(L;~4~~. qV~!en~ary.2?, Btllg~lta announced a CD manufacturing plant li5~n,sin.gp'esr.~~~~~c~,~~4ns"to 
'a~o/,es;s. ,the ;liarmipg .~crease in pirate CD production. Under ~.is, decree)llapts (,:uJe::I!Qt, allowed 

,f,[';',£, l: ~~~9p.~la,le ~i~hout:,~il!n,anufacturing license or without a sgecific"Jtcens~/o~, W1esAp.~t,!<lrp being . 
, 'iJ.l:."~~HP\!.S~g. ,As a ~~E:ult, Bulgarian officials reported that all CD'I1r,o~uc,98:1{;~~fi,lit!,~s\;.v.~re ~Josed :: 

"~,,;ili,,,j~)'l,~, p~Ilpi.ngi'.t,hejssu.<!~,ce of manufacturing licenses. Some plants hav.e,s!nce::h~el}:is,slle:d'liger:tS~s,an.d ' . ' , 
',', \ resumed pr9rluction under this decree. This production must be closely monit~red as ther~ hav~}, 

":,been unconfirmedreports of additional piracy. Bulgaria has also com~itted tojJlace CD phmts;-I,. 
under 24 hour survc::illance and immediately address any evidence of illegal produGtion, establish a 
specialized enforcement unit to deal with CD piracy, and introduce regulations on the importation 
of CD manufacturing equipmentand raw materials ..Bulgarian officials report that the Ministry of 
Interior has carried out 174 operations resulting in the seizure of 120,000 pirate CDs thus far in 
1998. . 

Brazil: Over the past year, the Government of Brazil has enacted modern laws to protect 
computer software and copyrights. This complements Brazil's May 19.97 implementation of 
modern patent legislation. In recognition of these significant developments, Brazil is removed 
from the Watch List. However, Brazil must take further significant steps to combat piracy. We, 
look forward to issuance of a significant number of pharmaceutical "pipeline" patents in the very 
near future. 

Taiwan: Taiwan authorities have worked diligently over the last five years to improve intellectual 
property laws and regulations; however, more work needs to be done in the implementation and 
enforcement of these laws and regulations. Taiwan-origin pirate and counterfeit products --CDS, 
CD-ROMs, and video games -- are being seized in the United States and Latin America, 
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specifically in Paraguay and Brazil. The effectiveness' of the patent enforcement system in Taiwan. 
is' of concern. The Haited States is also concerned that judicial procedures dealing with powers of 
attorney are preventing effective prosecution ofcopyright violations. Nevertheless, the United 
States believes that the Taiwan authorities, at the highest levels, are dedicated to implementing 
specific new measur(~s that will prove successful in rapidly increasing the level ofIPR protection. 
Ambassador Barshefsky stated, "We welcome Taiwan authorities' recent assurances and we will 
closely monitor implementation of the specific measures over the next several months." 

WTO Dispute Settlement 

As in previous years, Ambassador Barshefsky once again is using the occasion of the annual 
Special 301 announcement to announce the initiation ofWTO dispute settlement proceedings 
against countries not meeting their obligations under the TRIPS Agreement. The TRIPS 
Agreement obligates WTO members to provide minimum standards in their domestic law for 
protecting intellectual property and to enforce those standards. 

Greece and the European Union 
;':6,:~"":~:)'~"~·'~~':~'':'~.'~~~/ 	 ~{_"it,_ ,~.o "." 

";:'. AInbassador Barshefsky today announced the initiation of WT,Q d~sputes~ttlt!ment proceedings 
':~(i.\;tW;~against·Greec.e and the European Union regarding the:high ra,t~oH~levisi~ri:pira<;y in Greece. . 
.Hr<::,\:r~, The Unit~d ~tates is concerned that the failure t6·tak~·action :agaipstTVsta~ions that rOl;ltinely 

broadcast US. movies and other programming ~ithout;,authorization repres.ents a,v:iolati(jriiofthe 
enforcement obligations of the TRIPS Agreement: lThisbririg~ -to:!O,thein},imber of IPR~reIated 

·;'}i'.~w:ro complaints -- out of a total of 36 -- initiated by :the;Wniteo States~" ~: :"(';';.. 

,:.~ 	 "A:pptoximately IS() Greek TV stations continue to broadcast U.S.-owned. motion: piCtures and 
television programrr'ling without authorization and without any. payment 'of compensation to U.S. 
copyright holders/' 8aid Ambassador Barshefsky. "We look to Greece and the European Union 
to recognize their obligations and to move quickly to end piracy of U.S . copyrighted works." 

In 1996 the Goveminent of Greece made a conimitment to the United States to implement an 
"action plan" to address the problem of television piracy. As part of this "action plan," the 
Government of Greece committed, by April 30, 1997, to license Greek television stations, to deny 
licenses to stations that engaged in piracy"and to force unlicensed stations to stop broadcasting. 
Although the licensing process has been plagued by repeated delays, the Government of Greece 
finally completed thefirst stage of the process on March 23, 1998. The Government of Greece 
has stated in recent days that it has begun the process of closing down stations that have failed to 
submit applications for a license. . . 

The requests for WTO consultations with Greece and the European Union were made yesterday 
. and consultations ate expected to be held within 30.days. 
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On-going WTO TRIPS Cases 

Over the past year, significant results have been achieved in several of the dispute settlement cases 
previously announce:d by Ambassador Barshefsky. In 1997, Ambassador Barshefsky announced 
cases against Sweden, Ireland and Denmark. Sweden has now committed to amend its law to 
provide provisional relief in civil enforcement proceedings, and Ireland has committed to 
accelerate its work on a new copyright law and to pass expedited legislation addressing two 
pressing enforcement Issues. The United States welcomes these actions ,by our trading partners to 
move toward compliance with their TRIPS obligations. 

By contrast, the United States' case against Denmark has not moved quickly toward settlement. 
Ambassador Barshefsky stated, "We are concerned that the Government of Denmark does not 
appear to appreciate the importance of the availability of effective provisional measures in 
protecting intellectual property rights." ' 

Other Developments in the Past Year 
r­

... ;:. ""': ., An;lbassador Barshefsky expressed satisfaction with the, recent. conclusion of the United States' 
, ".~~,ca§~\against India. In December 1997,the WTO Appeila~eBo~y.upge14.a pane111l~ing in favor of 

,!th~ Pnited States in this case involving patent; p~9tec~i()n. for phariPa~euticals arid ;agricultural 
;,,~ch~.Q1icals and India's failure to provide ,a pateri~ "m(,lilboxt system:, On pebruafyA3" 1998, India 

:cpmmitted to implement the results ofthe di~p:ute s~ttlyrpynt P~oc~.~dings:iOn Apri,l 22, 1998, 
'f ;Ingi.!l pledged to amend its law to comply witp.its.T~~S oQligatiqns;as sQon as possible, and no 

~; .df/later than April 19, 1999. ",;1' ~ <~ ".: ,':..~ , ' .,~",' . ", 

, .',',: The United States' WTO case against Turkey was ,also successfully resolved:during the past year. 
In December 1997, the Government of Turkey issued regulations equalizing its tax on box office 
revenues for foreign and domestic films. This action could save the U.S. film industry millions of 
dollars in the coming year. 

1998 Special 301 Decisions 

Under the Special 301 provisions of the Trade Act of 1974; as amended, Ambassador Barshefsky 
today identified 48 trading partners that deny adequate and effective protection of intellectual 
property or deny fair and equitable market access to United States persons that rely upon 
intellectual property protection. She noted IPR developments or growing concerns in additional 
15 trading partners. 

In doing so, Ambassador Barshefsky noted the identification earlier this year of Paraguay as a 
Priority Foreign Country and again designated China for "Section 306 monitoring" to ensure that 
China complies with the commitments it has made to the United States in bilateral intellectual 
property agreements. Section 306 of the Trade Act of 1974, as amended, authorizes the USTR to 
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impose trade sanctions if the corpmitments of a bilateral agreement are not met. As noted above, 
significant progress on IPR enforcement is now beginning to occur in China. 

Ambassador Barshefsky announced placement of 15 trading partners on the Special 301 Priority 
Watch List. One of these trading partners -- Bulgaria, -- will be subject to review during the' 
course of the year to evaluate progress made in the next several months. Other trading partners 
on the Priority Watch List include Israel, Macao, Argentina, Ecuador, Egypt"the European 
Union, Greece, IndIa, Indonesia, R,ussia, Turkey, Italy, DominicanRepublic, and Kuwait. 

The USTR also announced placement of 32 trading partners on the Watch List, and that "out-of­
, cycle" reviews would be conducted with four ofthese trading partners -- Hong Kong, Colombia, 
Jordan, and Vietnam 

Other out-of-cycle reviews may be conducted as ne~essary. 

Details of Ambassador Barshefsky's Special 301 decisions are provided in the attached Fact 
Sheet. 

",' ~ '-,. : ." : 
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FACT SHEET 

"SPECIAL 301" ON INTELLECTUAL PROPERTY RIGHTS 

ACTIONS TAKEN 

United States Trade Representative Charlene Barshefsky today announced the Administration's 
decision with respect to this year's review under the'so-called "Special 301" provisions of the 
Trade Act of 1974, as amended (Trade Act). 

This decision reflects the Administration's continued commitment to aggressive enforcement of 
protection for intellectual property. Intellectual property protection has been improving in part as 
a result of the implementation of the WTO Agreement on Trade-Related Aspects ofIntellectual 
Property Rights (the TRIPS Agreement). The decision also reflects progress made over the 
course of 1997.in re:;olving many longstanding problems. 

The decision announced by Ambassador Barshefsky includes th~ following specific actions: 
. ~ :.~, .. ; 

• 	 continuing the sectign 301 ~~vestigation of Paraguay fol~~wing on its identification as a 
Priority Fore:ign COll:ntry o!ll~nuary 16,:1998... 

"'.' 	 '{ 
;,• 	 initiating WTQ disp'Yte settleinent:proce~ures ~gainst Gr:eece and the EU. 

·,l ,; .,' 

• 	 monitoring China und~~ Secti.op.~96 ofth~ Tr~de Act of 1974, as amended. This means 
that USTR will be in a position to move directly to trade sanctions if there is slippage in 
China's enforcement ofthe bib.teral-IPR agreements. .t,' 

• 	 placirig 15 trading partners on the Special 301 Priority Watch List including Israel, 
Macao, Argentina, Ecuador, Egypt, the European Union, Greece, India, Indonesia, 
Russia, Tur'key. Bulgaria. Italy. Dominican Republic. and Kuwait and conducting an 
"out-of-cyde" review of Bulgaria. 

• 	 . placing 32 trading partriers on the Watch List, and conducting out-of-cycle reviews of 
Hong Kong, Colombia. Jordan. and Vietnam. 

• 	 In addition, the Administration noted growing concerns or highlighted developments and 
expectations for progress in 15 trading partners. 

Other WTO dispute settlement proceedings and out-of-cycle reviews will be initiated ifnecessary. 
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STATUTORY AUTHORITY 

The "Special 301" provisions of the Trade Act of 1974, as amended, require the USTR to 
determine whether the acts, policies and practices of foreign countries deny adequate and effective 
protection of intellectual property rights or fair and equitable market access for U.S. persons that 
rely on intellectual property protection. Special 301 was amended in the Uruguay Round 
Agreements Act to clarify that a country can be found to deny adequate and effective intellectual 
property protection e:ven if it IS in compliance with its obligations under the TRIPS Agreement. It 
was also amended to direct the USTR to take into account a country's prior status and behavior 
under "Special 301." 

Once this pool ofcountries has been determined, the USTR is required to decide which, if any, of 
these countries should be designated Priorjty Foreign Countries. Priority Foreign Countries are 
those countries that: 

(1) 	 have the most onerous and egregious acts, policies and practices which have the greatest 

adverse impact (actual or potential) on the relevant U.S. products; and, 


(2) 	 are not engaged in good ,faithnegotiatiors, or. making significant progress in negotiations .,:, '," .. ;' 
to address thes.e pr.oblem~., 'I. 'i' - ',•• '/ ':,.: 

': 

If a trading p,artner,.is identifie~,as a,PriOI:ity Foreign Country, the USTR must decide within'30 ~I'_i(, 

days whether to initiate all ~rivestig~tiol!,of thoseacts,:policies and practices that were the 'basis _­
for identifying the c9untry as a:Pr~ority_Fo~eign,Country. A Special 301 investigation is similar to( .:. 

an investigation initiated inresponse to an industry Section 301 petition, except that the maximum 

time for an investigatiom.under Special 3~ 1. is ,shorter in some circumstances. 


Today's Special 301 announcement follows a lengthy information gathering and negotiation 
process. The interagency Trade Policy Staff Committee that advises the USTR on 
implementation of Special 301, obtains information from the private sector, American embassies, 

, the United States' trading partners, and the National Trade Estimates report. 

This Administration is determined to ensure the adequate and effective protection of intellectual 

property rights and fair and equitable market access for U.S. products. The measures 'announced 

today result from close consultations with affected industry groups and Congressional leaders, 

and demonstrate the Administration's commitment to utilize all available avenues to pursue 

resolution of intelle(:tual property rights issues. In issuing the announcement, Ambassador 

Barshefsky is expre:ssing the Administration's resolve to take consistently strong actions under 

the Special 301 provisions of the Trade Act. 


http:p,artner,.is
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DESCRIPTION BY COUNTRY OF EXISTING SITUATION AND MEASURES TAKEN 

PRIORITY FOREIGN COUNTRY 

ParaQ:uav: Paraguay was identified a Priority Foreign Country on January 16,' 1998, as a result of 
an out-of-cycle review called for in the 1997 Special 301 announcement. In making this decision, 
Ambassador Barshefsky noted that in the absence of effective enforcement actions by the 
Government, piracy and counterfeiting have reached alarming levels in Paraguay. The United 
States has persistentXy urged the Government of Paraguay to take effective action to crack down 
against piracy and counterfeiting internally and especially at its borders with Argentina and Brazil. 
We have also urged the Government to enact adequate and effective intellectual property 
legislation, covering patents, copyrights and trademarks. Despite the efforts of some concerned 
Government officials, the enforcement actions taken to date have been insufficient to halt rampant 
production ~nd export of pirate and counterfeit goods. Paraguay also remains a major 
transshipment point for such products to the rest of the region. Since the initiation of the section" . ""'" 
301 investigation. on ,F~bruary)7, Paraguay.has made limited progress toward addressiIlg U.S: .:':" : ". c" ',,:,:i 
concerns .. I~pateral ,eonsultations in March identified some immediate actions that·the ~ ,.:,:.;.. :)::c':.,f ,:'.:," :, 

Government of Paraguay needed to take. a?d other longer-term measures that are necessary to: :. '-'.' .. ', ''.'. 
. : 


addressUS.concem~'., The:GOPhasmadesome progress toward meeting these.immedjat.e i'; "'. ,;; "~'I' 


action items andwe look to the; goveffiment to increase its efforts in the near future. Of,note, ~'e'. " '. , '! • "" i,'; 


understand that the Jni<iemark and copyright laws are now nearing passage. We also looktc:Jhe.,;: ,:,'" if:"!.;.; 


Government ofParaguay to. take significant and effective enforcement action, internally and a!-the' co' , 


border, toward substantially eliminatiiig.piracy and counterfeiting and to enact adequate and,.' 

effective intellectual'property legislation without further delay .. 


SECTION 306 MONITORING 

China: Based on the 1995 and 1996 Bilateral IPR Agreements and extensive follow-up work with 
Chinese officials, China now has a functioning system to protect intellectual property rights (IPR). 
As an mtegral part of this national effort, numerous laws, regulatiqns and circulars were issued 
during 1997. However, we are concerned with end~user piracy of business software, continuing 
retail piracy, growing trademark counterfeiting and problems in obtaining administrative 
protection for pharnlaceuticals. In addition, the trademark registration process is inconsistent, a 
problem exacerbated by the lack ofjudicial review of decisions made by the trademark office. 
U:S. officials will continue to work to ensure that China strengthens its enforcement against illegal 
importation, distribution, reproduction and sale of all illegitimate IPR products. 
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PRIO~ITY WATCH LIST 

The Administration is placing 15 countries on the Priority Watch List because of the lack of 

adequate and 'effective intellectual property protection or market access in these countries is 

particularly troublesome to U.S. interests. The trading partners are: 


Argentina: Argentina's patent regime denies adequate'and effective protection to U.S. right ~ 


holders, particularly, in the pharmaceutical industry. As a result, in 1997 President Clinton 

decided to withdraw benefits for approximately fifty percent of Argentina's exports under th~ 

Generalized System of Preferences (GSP) program. Argentina's patent law contains onerous 

compulsory licensing provisions and pharmaceutical patent protection will not become available 

until November 2000. Its law ,does not provide TRIPS-consistent protection for exclusive test 

data. There is no provision for pipeline protection or protection from parallel imports, which are 

long-sought U.S. objectives. An additional concern is the ruling by an Argentine court that 

computer software is not protected under the copyright law. This ruling contradicts the TRIPS 

Agreement which requires computer programs to be protected as literary works under copyright 

law. We are extremely concerned that a pending bill that would criminalize software piracy was 


,substantially ,weakened, by amendment in a Senate Committee recently and returned toJhe),: '",''' ." ..,~ ,; 
",:,(itIamber 'of Deputies; "The amendment allows for unlimited reproduction of sqftware:,bY~{~lJlic !;i ,;: ).' ,!', ,,;' , ,',' 

;"'ieducationalentities, .a, provision that is clearly incompatible with international agreements; 'We " ,',> 
, ,:~'Jook to,the Argentine Govemment to .obtain quick passage of this bill in its original form <ill.d to 1 :,: ' ,'" 

'<;,\itake furthe~,~ctioi1itoc()m~ into c'ompliance with its international obliga!ions.,,,;T·' ::'i, ;:, ',,' 
<:.t~t',~ . '::: >.,.1. ,:" t~.·~ .J>t· ~ ;;. c"' 'I;:'~. d~ {', ~:~:, .:.', '!'\. ~,' .'" 1 

,[ ~fBu:igaria~,BMlgaria' ~as,~stablished a modern legal framework which should enal:>.li:,the~\:,' ,":i ;':'1, ;,:,: 

Gov:emment.ofBulgariato;crac,k down· against copyright piracy. However, untihecently,i';\:'·' 
Bulgaria failed to take effective::enforcement actions to address a rampant pirate Cl)and,CD~if 
ROM export problem. AmbassadorBarshefsky announced on January 16 that Bulgaria would be 
identified as a priori~{ foreign country, as early as April 1998, without substantial progress toward 
combating piracy. Some important progress has occurred since that announcement. On January 
28, Bulgaria announced a CD manufacturing plant licensing decree to address the alarming 
increase in pirate CD production. Under this decree plants are not allowed to operate without a 
manufacturing license or without a specific license for titles that are being produced. In 
Washington, DC, on February 10, 1998, President Clinton and President StOYrulOv announced a 
U.S. - Bulgaria work program. As part of this program, President Stoyanov committed to seek 
strict enforcement of Bulgarian legislation and strengthen cooperation among relevant Bulgarian 
institutions in the fight against, piracy. While initial reports ofBulgaria's efforts to address pirate 
CD production under the plant licensing re~ime are encouraging, Bulgaria must demonstrate its 
ability to substantially eliminate copyright piracy over the long term. We will closely monitor the 
level ofpiracy in Bulgaria arid review the situation in September 1998. Should Bulgaria fail to 
maintain significant enforcement efforts against pirate production of CDs and software 
compilations on CD-ROMs, it will be identified as a priority foreign country as early as 
September. 
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The Dominican Republic is being elevated to the Priority Watch List because it continues to have 
inadequate enforcement of its existing laws and a legal regime that does not meet international 
standards. The government's actions to date to enforce the copyright law have not been sufficient 
to stem widespread piracy of video and audio tapes, compact discs, and software. While larger 
cable TV systems generally pay royalties to U.S. right holders, smaller ones continue to pirate . 
satellite signals, and the Government has not responded to requests from U.S. industry for more 
effective enforcement. Trademarks - particularly of apparel and athletic shoes - are commonly 
counterfeited and s01d locally. The patent iaw still contains broad exceptions from patentability, 
and provides an inadequate term of protection. In the next year, we look to the Goverriment of 
the Dominican Republic to enforce its existing laws more aggressively and bring its legal regime 
into conformity with TRIPS on or before the January 1,2000 deadline. 

Ecuador. For the past several years, the U.S. Government has repeatedly expressed concern' 
regarding Ecuador's failure to comply with its international intellectual property obligations, 
failure to act on pending pipeline applications, and failure to address continuing U.S. concerns 
regarding the onerous Dealers' Act. On April 22, the Ecuadoran Congress passed a new 
comprehensive IPR law. We understand that President Alarcon has not yet signed the legislation . 

. ..",We have not yet received a copy of the fmal version of the law and will'need.time .. totranslateand." 
i .~. : -(l·r :~ ;:,~f,<~nalyze its'~oiltents before,we can comment onit. We further understand that owApriL29·.the j' ..' "."'''- r',':', 

'l>::;'Oovemmentof Ecuador issued the first approvals of pending pipelineapplications;- butthat-the 
c; .. grea:t majoritY remain pending. U.S. companies also continue to face.prpblems caused by the 
f' .,Dealers\ Act" We are, therefore, deferring an announcement for 45 d<tYs., All of.these~{ssueswill . 

'" .. :~;' beJactors-inthe U.S. Government's review of its options. . .-..,.l. i;,,'> 

,j.' 
•.1 

.~ .~ lacks adequate"patent protection for pharmaceuticals. The current.1aw .e~:cludes .' !l :: '.'. 

pharmaceutical' products from patentability and contains overly broad compulsory licensing 
provisions. President Mubarak has indicated his intention to delay pharmaceutical product . 
protection until the year 2005, despite substantial assistance from the U.S. Government to help 
Egypt prepare modem legislation. The Egyptian trademark law is not enforced strenuously; fines 
amount to less than $100 per seizure, not per infringement, although criminal penalties are 
theoretically available. The resumption of enforcement against software piracy in September 1997 
was a significant step forward, and there is reason to hope that Egypt will continue to recognize' 
the importance of good copyright enforcement. In the coming year, we look to Egypt to move 
toward quick enactment of a patent law and to strengthen the enforcement of the copyright and 
trademark laws. 

The European UnioJl continues to deny national treatment to U.S. intellectual property right 

holders with respect to the distribution of revenues collected in association with blank tape levies 

and public performances. Domestic content restrictions in certain member states deny market 

access opportunities for U.S. right holders. The EU's single trademark system is problematic for 

the U.S. pharmaceutical industry. The reciprocity requirement in the recently approved data base 

directive also raises concerns. On the positive side,·through the European Patent Office, EU 

countries are taking steps to reduce the extraordinarily high fees associated with filing, issuance 




, , 

,; ,... 
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and maintenance of a patent over its life which far exceed those in the United States and other 
countries. The decision to reduce filing and issuance fees was made in December 1996 and 
became effective July I, 1997. 

Greece: Ambassador Barshefsky today announced the iiritiation ofWTO dispute settlement 
consultations with Greece and the 'European Union regarding the high rates of television piracy in 
Greece. In doing·so,.Ambassador Barshefsky nevertheless applauded. the recent steps taken by 
the Government Of Greece toward addressing this problem, including the recent closure ora 
number of television stations. She noted, however, that approximately 150 Greek TV stations 
continue to broadcast U.S.-owned motion pictures and·television programming without 
authorization. We look to Greece and the European Union to recognize their obligations and to 
move quickly to end piracy of U.S. copyrighted works. 

India was a Priority Foreign Country from 199'1-1993. India has failed to implement its 
obligations under Articles 70.8 and 70.9 of the TRIPS Agreement. These articles require' 
developing countries not yet providing patent protection for pharmaceutical and agricultural 
chemical products to provide a "mailbox" in which to file patent applications, and the po~sibility , 

.,.... ofiup to five years.of exclusive marketing rights for th~se produG~s until patentprot~otionjs «: . 

.1:;:provided·.• As a result, the United States initiated WTO dispute.settlementproc~dlli\~s with In.dia· ... 
. .01:):;tI1Js matter. In December 1997, the WTO Appellate Bodympheld'a' pand nlling;ilj favor ofthe, 
'VJ).it~q States in this case. On February 13, 1998, India committed.to.irnplemerii'th9 results of: the 
dispEte settlement proceedings. On April 22, 1998, India elaborated on t~is cOlmnitmenti and, 

':' :.;, pledged to amend-its law to comply with its TRIPS obligation's as soon. as possibl.e,:l:ind·no latcr j .' 

•. " c:':thanApril·19,1999. While this commitment is welcome; India's patent ::m,d trademark laws 
<:'{ j , continue:tofall'well short ofproviding adequate and· effective protection'!'India,has, enact.:!d\{:'i., ' . 

. ',',( modem;copyright.legislation, but improvements continue to be necessary in. the enforcement area. , 

Indonesia has a wide range of serious and continuing deficiencies in its intellectual property 
regime: software, book, video, VCD, drug, and apparel trademark piracy; audiovisual market 
access barriers; inconsistent enforcement and ineffective legal system; and amendments to the 
copyright, patent and trademark laws that are not completely TRIPS consistent. There have been 
some improvements in the' past year, however: the easing of distribution restrictions on the 
recording industry, lhe elimination ofvideo import quotas, liberalization of the video import 
license provisions, the creation of a "Team of Control-for the Distribution of Video Recordings~" 
progress in updating the copyright law and more-closely adhering to treaty standards; and a 
number of successful copyright enforcement actions. We are recommending a series of steps the 
Government of Indonesia could take in the next six months that would materially improve the 
protection of intellectual property and we will review the situation if the changes warrant. Several 
of these steps involve progress toward resolving long-standing problems specific U.S. companies 
have faced in protecting their trademarks. . 

Israel's copyright law is inadequate and antiquated, enforcement and penalties are ineffective, and 
there is a rapidly growing problem ofpirate audio CD produCtiqn. We are elevating Israel to the 

http:years.of
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Priority Watch List because of the Knesset's repeated failure to make good on promised 
legislative reforms an~d the absence of serious attempts by Israel to rein in piracy of intellectual 

, property. Much of the 50-60 million unit capacity ofIsrael's five CD plants is believed to be 
employed in unauthorized duplication ofCD's forexport. A new draft copyright law intended to 
meet international standards has been pending for several years, but has not passed and still falls 
short of international standards. In February 1998, the Israeli Knesset amended the patent law to 
allow non-pateht holders to manufacture and export patented pharmaceutical products prior to 
the expiration of the patent to seek foreign and Israeli marketing approval when the patent 
expires. The law also contains a provision allowing a relatively short term ofpatent extension. 
Now pending are draft regulations that would 'allow parallel importation of pharmaceuticals. We 
urge the Israeli government to take effective steps to control CD piracy and to reconsider its 
pending parallel import regulations. 

Italy is being elevated to the Priority Watch List because the Government ofItaly has failed to ' 
enact effective anti-I,iracy legislation that includes TRIPS- consisterit penalties sufficient to 
provide a deterrent to piracy and counterfeiting. In announcing the results of an out-of-cycle 

, review ofItaly in Oetober 1997, Ambassador Barshefsky noted that the U.S. looked to the GOI 
'~',to"pass such legislation prior to this year's annual review. Weare ,extremely concerned that Italy 
;ihas,failed to pass sueh legislation especially because Italy currently has some of the :lowest 
rcriminal penalties in Europe and one of the highestrate'sofpiracy: ,Piracy and counterfejtingof 
;~American intellectulll property in Italy continue to be 'major, problems;,padicularly withregard to 
{piracy:ofvideo, sound recordings and bo~ks.:::,While:notihg that'Italy:hasstepped-up enforcement 
'actions, we are concerned with recent indications that TRIPS:-consistent ,remedies against ,end­
user,software piracy may not be available in Italy. ',We:areaJ~o8:1armed by:rect!llt p~ssage of a 

,:r' new.lteievision law that increases restrictions on U.S. televisiol).programmirig.t 'i, j,::." -~,- ' 

, .1 

" Kuwait has been fOlmulating copyright legislation since 1989, but has not yet enacted it. \ 
Elevation to the Priority Watch List is the result of our heightened concerti at the tardiness of 
Kuwait's action. A new draft law has been circulating since October 1997; the U.S. government 
provided comments to make this draft TRIPS compatible - particularly with regard to rental 
rights, protection of sound recordings, and protection of computer programs and databases . 

. There has been littlc~ tangible progress made on implementing adequate and effective patent 
protection. Kuwait has claimed the developing-country transition period to bring its intellectual 
property regime into compliance with its TRIPS obligations, but the pace of work thus far has not 
been sufficient to complete the needed steps by January 1,2000. We will develop an Action Plan 
with Kuwaiti authorities to make it possible to meet those obligations in a timely manner. 

Macao is being elevated to the Priority Watch List because of an explosion of illegal CD, CD­
ROM and VCD manufacturing in Macao which causes economic losses to U.S. business. Macao 
has taken initial enforcement actions, including the s,eizure of production lines. We look to the 
Government of Macao to intensify cooperation with the representatives of the legitimate 
copyright holders, prosecute vigorously copyright violators, and enact a strong newcopydght 
law. We also look to Macao to reinforce its system for the regulation and monitoring of 

I 



14 


production equipment. We welcQme recent assurances from the Government of Macao to 
address these issues, as well as new legislation to take effect May 1 that will license the import 
and export of compact discs and CD production equipment. We look forward to the 
implementation of an anti-piracy program that will quickly yield tangible results. 

Russia remains one of the largest pirate markets. As required by our bilateral trade agreement, 
Russia has adopted a legal framework that with some exceptions meets international standards. 
However, enforcement of those laws has been limited. Russia strengthened enforcement efforts 
somewhat in 1997, particularly around Moscow. In July 1997, a Russian Anti-Piracy 
Organization was established by the Russian film industry with the cooperation of U.S. industry to 
press for increased enforcement and to assist in enforcement training. Seizures of pirated 
products have incretLsed, but few prosecutions have ensued and fines levied are too low to be 
effective deterrents. We have proposed a program of comprehensive enforcement assistance to 
further this effort in which U.S. industry is prepared to take an active part, and are now moving 
forward with it. Russia still does not provide retroactive copyright protection for U.S. works and 
sound recordings, but has acknowledged that it mustdo so. We will look for Russia to take the 
;steps necessary to bling its intellectual property laws into full compliance with TRIPS no later 

',,",/, ',.y ;..::, .,than its accession to the World Trade Organiz'ltion, ...without transition. d' "" ',.' 

Turkey: On January 16, as a result ofan.out~'of-cy(;le revlew,;Ambassador Barshefsky announced 
.: ·;,''that Turkey would be maintained on the Priority Watch.Listb11Uhat the United: States would not 

., ~;:;consider requests to augment Turkey; s benefits unger<the U,SiG\i:neralized System of Preferences 
•. '::r;;.':; ~r ,e '·!CGSP) until long-sought improvements weremade'ii1.Turkey,.~sintellectual property regime. Since 

:/:~:"J ,'icothat announcement, Turkey made progress 0n.severaLofthe. six benchmarksjdentifIed in last 
,~J year's Special 301 announcement, but much remains,.tobedone: Taxes'on-the showing or foreign 

1 ... : : and domestic films have been equalized; the Prime Ministerissueda·directiveto all government 
" 	 agencies to legalize the software used in their offices; and a public anti-piracy campaign was 

begun. However, amendments to the copyright and patent laws have not yet been passed and, 
therefore, these law:; remain deficient and TRIPS inconsistent in a number of respects. Penalties 
for copyright piracy need to be increased, and effective enforcement actions must be taken to 
address widespread piracy. Turkey's future benefits under the Generalized System ofPreferences 
(GSP) will depend on progress 'on the remaining benchmarks. The Administration intends to 
closely monitor Turkey's progress toward resolving remaining U.S. concerns and is hopeful that 
recent progress is an indication of Turkey'S commitment to provide improved intellectual property 
protection. 
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WATCH LIST 

Australia: The Australian Government has introduced legislation to allow the parallel importation 
of sound recordings. Australia has also introduced legislation that would remove protection from 
parallel imports for copyrighted labeling and packaging materials associated with other goods. 
The United States is :;eriously concerned by efforts to weaken intellectual property protection in 
Australia and has made these concerns clear to the Government on several occasions.' In 1997, 
the Australian government also announced a new regime governing the protection of test data for 
phannaceuticals and agricultural chemicals to come into effect on January 1, 1998. However, 
legislation setting out these changes has not been passed by Parliament. The United States is 
concerned that in the case ofmarketing approval for new uses of existing products or new 
fonnulations, Australia continues to allow later applicants to free ride on the data developed and 
submitted by the first applicant at great expense, putting the first applicant at a competitive 
disadvantage. The Australian Copyright Act and its interpretation by Australian courts in certain 
instances has created costly and burdensome obstacles to the enforcement of intellectual property 
rights against piracy. The U.S. Government is pleased that efforts are being made to address these 

. burdens and that the Government of Australia is considering the grant of patent tenn extension to 
account for delays in the regulatory. approval.process~foFphannaceuticals . 

. ): ,,\'.' 

Although Bahrain is a member of.theWTp, it·h.as'not·.bwughHts copyright law into compliance : /i ,':: 

with TRIPS and Berae Convention:standards~',..Thepatent law:does,provide for phannaceutical ;', : 

product protection, but only'through re-r:egistratioh,::ot~patentsjiledimthe UK. There has been a .I:. 

notable decline in video piracy, but end-user.piraGy.qfbusiness'softwareis still almost 90%, 
. t " 	 according to U.S. industry estimates.~The'90Y~rnment'announcedJ·anuary.l that dealers had 

until the end of February to clear 'their:shelves.ofpirated product, ,but the results of that . 
announcement are still unclear. We urge Bahrain: to update its. intellectual property laws and 
increase enforcement of them, and to bring them into confonnance with its TRIPS obligations by 
January 1,2000. 

Canada: The Goverrlll1ent of Canada has adopted amendments to its copyright law that 
discriminate against the interests of some U.S. copyright holders. Canada has established a public 
perfonnance rightfor record producers and perfonners. It also has established a levy on blank 
audio recording media, the revenues from which are intended to compensate perfonners and 
producers for the perfonnance and unauthorized home-taping of their works in Canada. The 
United States remains extremely concerned that U.S. perfonners and producers are denied 
national treatment with respect to these provisions and will closely monitor any future refonn of 
Canada's copyright laws. 

Chile: While generally strong, Chile's IP laws are.not fully consistent with international standards 
in a number of respects. For example, the tenn of protection in Chile's patent law is not· 
consistent with TRIPS. In addition, Chile's copyright law does not protect computer software as 
a literary work and 1he trademark law is deficient in a number of areas. Enforcement, particularly 

. against counterfeit products remains ineffective. A copyright refonn bill to address some of these. , 	 , 
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deficiencies has been pending since 1996. However, we note that operation of Chile's Department 
ofIndustrial Proper1y has improved and look forward to progress in 1998 on processing patent 
applications regarding pharmaceutical products. 

Colombia needs to take an active role in the Andean Community to bring Decisions 344, 345 and 
351 into conformity with TRlPS before the January 1, 2000 deadline: The lack of adequate 
pharmaceutical'patent protection costs the U.S. industry substantial sums each year. The 
Government ofCo,lombia also needs to license cable TV operators. It currently prohibits U.S; 
program owners from selling to unlicensed stations, but has not approved the licenses needed to 
meet demand. The Colombian Government has increased copyright enforcement in recent years, 
but more stri~gent border controls are needed to bring importation ofpirate CD's under controL 
We will conduct an out-of-cycle review of Colombia's progress toward addressing these problems 
in December 1998. ' 

Costa Rica improved its copyright laws in 1994, but enforcement is inconsistent. While piracy of 
satellite transmissions by the domestic cable television industry had been somewhat curtailed, 
hotels continue to pirate signals. Piracy of video recordings and software is also widespread, 
although some limited progress.has.been.made,W: reducing: such practices. Patent protection does 
notcomply with a niunberofParis..G<;illVenti9n:and,TRlES requirements. Costa Rica must offer 
.full protection for all products, .iI1-chiding pharrti:abeuticals;;chell,licals, and agricultural chemicals, ; 
by January 1,2000. Weiencourage;eosta Riea>,to continue efforts to improve enforcement, and to 
bring its laws into conformity with;TR1PS;,.A~>part of those',efforts, the government needs to take 
measures to ensure that itsown'.¢inistrie~.use~orily-legitimate,software. ''.. 

" :;,;::.;;-:;:.. . :"_::.'» ':::< 

In the Czech Republic, laws have,been:1~rought substantialiy in line with US.-Czech bilateral 
obligations and with the Czech:RepubiiG:s TRlPS obligations (the Czech Republic waived the 
developing country transition for implementation ofTRlPS). Enforcement, while improving, . 
remains weak. Czech enforcement efforts· through 1997 lagged, with a notable lackof success in 
securing effective deterrent penalties from the judiciary. The Czech authorities undertook 
structural reforms tliat had some effect against "retail" pirates, but were much less effective in 
combating more sophisticated forms ofpiracy. Unauthorized retransmission of encrypted satellite 
and broadcast signals by Czech cable companies are significant problems. The three CD plants in 
the Czech Republic reportedly produce far more than could be required to meet domestic 
demand. Much of the excess output allegedly is exported to the EU and former Soviet Union. 
Industry in 1997 noted the alarming spread of unauthorized "smart cards" and other anti-piracy 
technology-defeating devices. We urge the Czech Republic to explore, in cooperation with 
industry as appropriate, regulatory methods to stop production of pirate optical media, and to 
work with police, customs, and judicial authorities to improve the effectiveness of the 
enforcement system. . , 

Denmark: In 1997, the United States initiated WTO dispute settlement proceedings against 
Denmark because of concern that Denmark had not implemented the TRlPS obligation requiring 
provisional remedies, including ex parte procedures in civil enforcement proceedings. Courts 

:~ ,t'.. 

., 
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must be granted the ability to order unannounced raids in appropriate cases to determine whether 
infringement is taking place and to preserve evidence of infringements as well as the ability to 
order that allegedly infringing activities be stopped pending the outcome of a civil infringement 
case. The availability ofprovisional relief in the context of civil proceedings is of particular 
importance to the software industry, as well as other industries dependent upon intellectual 
property protection. We .are concerned that Denmark has made little progress toward resolving 
this issue over the p~lst year. 

Guatemala's Congress passed a new copyright law on April 28. This law, which the Government 
of Guatemala strongly supported, facilitating its passage so that it could be considered during this 
year's Special 301 review, represents an important step forward in Guatemala's efforts to provide 
improved protection to intellectual propertY, and we look forward to reviewing this important 
piece of legislation. The United States encourages President Arzu to sign this bill into law shortly 
and the Government of Guatemala to vigorously pursue effective enforcement of the new law . 

. However, we note that many changes are still needed to bring Guatemal<i's intellectual property 
laws into compliance with TRIPS by January 1,2000. For example, a 1992 law authorized 
regulation of cable tdevision operators to protect international right holders, but no iniplementing 
action has beenJaken ,and.,the. regulatory entity has not been established; a 1995 agreement .......~~:;: . '. , .. , ....: ..j_ ••• ,.:.:;.:' 


between cable ,tV:o,perato,rs and,the U:S. Motion Picture Association failed because the cable·· ,.. i ';. "'i' c,~ i'L ;,<.,(; 

operators continuedto:pirate ..,thcrUiS. signals. We understand that a bill being developed by:-the'Y' .!.:;""~:\:.';'.; 

Guatem,alanGovemme~t:woulda4dressisome of the deficiencies of the 1992 law. Also, the.; '"" '~;<;~:!. '-,;: q;,. 

patent law does ·notIp.eet international standards;, and Guatemala has not yet met even the minimal .::,::i' .i~: 

TRIPS requirements:thatalread)i:apply:in this regard. We hope that the copyright bill's passage is·.. ::. i, .' 'i:,:, l,:';;'t'A"i 
indicative ofthe. GU;ltemalan IGovernment' s commitment to improving intellectual propertyi'rigl],ts :.;. -:\, .. :. ·"1 ..,:' i~,;. 
protection and that we:wilLsee·further·;evidence of the government's dedication to addressing its ['.:.·;:i". 

IPR obligations: .i . :"i,' ..:~ . .;.: ',. : . :\ f 

Honduras saw a portion of its trade preferences under the 'Generalized System of Preferences 
(GSP) and the Caribbean Basin Initiative (CBI) suspended on April 20 because of its failure to 
control broadcast piracy. In the past week, Conatel- Honduras' telecommunications regulatory· 
agency - has ordered the shutdown of the two television stations that had 'been broadcasting 
pirated programming. While this represents a positive first step, much remains to be done before 
the United States can restore trade preferences. Honduras will remain, for the present, on the· 
Watch List a.s we look for indications it has taken adequate measures to prevent the resumption of 
broadcast piracy. In addition to broadcast piracy, there is widespread piracy of many forms of 
copyrighted works -- movies, sound recordings, software - and illegitimate registration of well­
known marks is a p{:rsistent problem. The term of protection in the patent law does not meet 
international standards, it contains overly broad compulsory licensing provisions, and no 

. protection for products in the pipeline. The Government of Honduras needs to address these 
shortcomings in legal structure and in enforcement before the TRIPS deadline of January 1, 2000. 
We hope the recent efforts on the part of the Government of Honduras to address broadcast 
piracy indicate a willingness to move forward on other areas of inadequate IPR protection. 
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Hong Kong: The United States is encouraged by the progress Hong Kong has made in the few 

months since the results of the out-of-cycle review were annoUnced in January. However, despite 

significant steps forward, the piracy situation has continued to worsen. Retail distribution of 

pirated products continues to flourish, and illegal production of optical media is increasing 

rapidly. The United' States is pleased that new anti~piracy legislation requiring licensing and 

inspection of CD production sites passed earlier this year and that a licensing requirement for the 

import and export of machinery and equipment used for production of compact discs, video 

.compact discs, or CD~ROMs was implemented in late. 1997. Hong Kong officials also improved. 

cooperation with the copyright industries, leading to the initiation of a reward system for 

information concerning commercial pirate operations, and are taking increasingly significant 

enforcement actions. We look forward to ~ll implementation of the anti-piracy legislation later 

this year, effective enforcement actions, and to a significant reduction in piracy rates in 1998. We 

will review Hong Kong's progress toward these goals in an out-of-cycle review in September. 


Ireland: In 1997, the United States initiated dispute settlement proceedings against Ireland 

because Ireland has not yet amended its copyright law to comply with its' TRIPS obligations., 

Developed country obligations under the TRIPS Agreement came into effect in January. 1996. 

E~amples .0fTRIPS inconsistencies:.include the absence of a rental right for sound . .recordings, :00" ..;" \~:c;~:.. 
 t .• 

"anti;.bootleggirig': pro¥isi.on, and ¥ery:1ow criminal penalties which fail to deter pinl';;)', alto.f:~;:;..: . ;: ,.';.;,/):;,.. 

which have\contributed::tb:~highlevels qfpiracy in Ireland. We are pleased that Itelartd recently;~~' ,.,':",".:'~';.';' ". 


', . ."1. cominitte(Ho:~cce1erate:ils work oo,a ne:w copyright law, to pass expedited4egislation addressing,. 
 Ii 

',;: :.t::two pressing enforcementiissues, and'has increased enforcement actions against p~racy. )Ne:look :,;:,' "~: 
,. 

enfqrc(!metit: in:.199K •. ,i;.l,~i :'. . .. i.• ~' ,;., ,-".; 

';3 . ·:.forward to enactment ofa;TRIPS~consistent copyright law and additional progress' on:~!. 

Jamaica is three years late in',passing legislation' it committed to enact in our bilaterahntellectuak,· . 

property agreement·in 1994. Pending legislation, while not halted, has been moving very slowly 

through the legislature. The Bilateral Inve:stment Treaty that accompanied the IPR agreement is 

already in force, so Jamaica enjoys the benefit of the BIT while failing to meet its commitments. 

We understand that the Jamaican Government has developed a time line for the progression of the 

IPR bills through the Congress, and look to the Jamaican Government to move quickly to move 

the pending IPR legislation in order to meet Jamaica's obligations. . 


Japan continues to present a number of concerns in its protection of software and trade secrets, 

and in the operation of its patent system. U.S. computer software groups remain concerned' about 

end-user pIracy in Japan. The Japanese Government should strengthen its enforcement of anti­

piracy laws. The arnendment of Japan's Civil Procedures Act to award punitive damages rather 

than actual damages would be an important step toward increasing the deterrent the deterrent 

against software piracy. Japanese law limits the ability ofjudges to seal court records or 

otherwise protect proceedings from disclosure. This puts owners of trade secrets, in cases 

involving misappropriation, in the untenable position of being unable to protect a trade secret 

without disclosing it. We encourage the Governrhent of Japan to amend the civil procedure act to 

correct this anomaly. Over the years, Japan has be(!n receptive to U.S. concerns regarding narrow 


http:pro�isi.on


19. 

claim interpretation before the Japanese Patent Office and narrow patent claim interpretation in 

the courts. The Febmary 1998 decision of the Japanese Supreme Court to permit an infringement 

finding under the "doctrine of equivalents" represented a positive step toward broadening' 

Japanese courts' geni!rally narrow interpretation of patent claims. Intellectual property rights 

issues continue to be the focus ofU.S.-Japan discussions in a number of multilateral, regional and 

bilateral fora. 


Jordan provides no f,atent protection for pharmaceutical products and copyright piracy is 

estimated at 100 percent. Jordanian companies market more than 50 pirated U.S. 

pharmaceuticals in Jordan and export approximately $35 million ofpirated pharmaceutical. 

products to other cOl~mtries in t~e region. Jordan's 1992 copyright law falls short of 

internationally accepted norms. In 1997, the Jordanian Parliament failed to pass proposed 


. amendments which would have addressed some of the law's inadequacies. In April, Jordan 

presented an Action Plan designed to bring it into conformity with TRIPS within two years. We 

will conduct anout-of-cycle review in December to examine the progress made on the Action 

Plan and the prospects for speedy action on the remaining steps . 


., 

.,.l, .•? 

.X.':r: . 

... ~;rl·i', Kazakhstan has:,se:v'~raLremaining steps to'take to fulfill the IPR commitments Ul1g~;t>QurbilateraL ;.' 
trade: agreement,,]t needs to adhere to the Berne Convention for the Protection.of:Lite,rarymnd,· .", "'. ",;'., 

Artir.tic,Wmks ·and ,the' Geneva Phonograms Convention, provide full-tenn retn:lacti:v:ep~ot~ctiOr.: ~' 
fOf;'U:Srcopyrights,. specify, protection for sound recordings undedhe copyright'rlav;r,;:license,;;.:::} 
televisioribroad9as~ing stations;.,and increase copyright enforcement.· Piracy of!allf:oopyrighted, 
ptoductsjs}.reportedly>,widespread and there have been no known enforcement measures to,date::' 

,~, We look to Kazakhstan to begin significant enforcement measures to reduce,piracy.frates, to·:::. 
'. complete., its bilaterallPRobligations, and to move toward making its IPR regimeiconsistent.with 

, "Ji the TRIPs Agreemeritbefore it accedes to the WTO. :, ' '" 

Korea: The Govenllllent of Korea has taken' a number of steps to enhance the protection and 

enforcement of intdlectual property rights and to reduce piracy in the past year. These include 

increasing budget allocations for IPR protection efforts, opening a Patent Court on March 1, 

1998, and introducing legislation to exterid the term ofprotection for patents. In addition, 

revised trademark law and industrial design laws went into effect on March 1, 1998. The United 

States applauds these steps and will continue to work with the Government ofKorea to address 

other IPR is~ues, including full retroactive protection for copyrighted works and other aspects of 

TRIPS complianc1;, market access restrictions for motion pictures and cable TV progra,ming, and 

the need for adequate protection of well-known trademarks and trade secrets and patents. 


A 1996 Royal Decree enacted Oman's first copyright law, but it has major shortcomings, has not 

yet been implemented, and, in its current form, does not protect U.S. works. The U.S. has 

proposed a bilatetal copyright agreement to protect U.S. works in Oman. Oman also does not 

provide patent protection for pharmaceutical products. Because its intellectual property 

protection remains minimal, while neighbors strengthen th~ir regimes, Oman increasingly appears 

to be attracting pirates, who reportedly are smuggling significant amounts of pirated product 
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across the border with the U.A.E. The U.S. Government has made clear to Oman as part of its 
WTO accession process that it must become TRIPS-consistent by the time it becomes a member 
of the WTO. 

Pakistan took the steps necessary in 1997 to implement its patent mailbox obligations under the 
TRIPS Agreement; however, other problems remain. Intellectual property piracy in Pakistan 
remains widespread., Piracy of copyrighted textile designs'and reprinting of books (especially 
compiIter books, business titles and medical texts) without authorization continue to be significant 
problems. There an: reports that virtually allof Pakistan's demand for software is being supplied 
by pirated products. The Government has taken steps to strengthen enforcement efforts regarding 
copyrighted works, b~t the fines applied to infringers have been too 'low to provide a credible 
deterrent. Pakistan lacks patent protection for pharmaceutical products and, the term of 
protection under it patent law for processes is not consistent with TRIPS. Finally, instances of 
trademark infringement which need to be remedied. We look to Pakistan to move quickly to 
improve protection for intellectual property. 

Peru: Although Peru has relatively strong IPR legislation in place, it is not yet TRIPS-consistent 
",.,~,~",:~;,cln,amumberofrespects, due to reliance on the Andean Pact Decisions oI:lJntellec,t:uaVProperty, .".j 

whicl,l3fall short of TRIPS standards. While enforcement actions have :been brought;;;the, ,; 
:%~d,':G':·:" INDE€OPI,Appellate Tribunal's pattern ofredueing fines it initially,assessesiserioiisly:hlnders .. (' ,: 

enforcement efforj:s against piracy and counterfeiting. Piracy alsocontiimes'due,to;;problems with "; 
lax border enforcement and a cumbersome and slow judicial process. ;",We viillcontiuue to '''!;;:), 

monitof>,progress in,these areas: Finally, we look to Peru;;and other memberscfthei&"'ldean' ,': ~':',' 
C<?mmunity t~ complete the important :work of modifYing Andean,Pact.decjsH";ms;Jo;l'l1?ke ,them. 

;i~t,)>:!.'consistent .with~therequirements of TRIPS and also look to Peru to take:arleadership role in'" 
; f' ~meeting TRIPS/obligations in a timely manner. ' ; ;: 

In June 1997, the Philippines enacted a comprehensive IPR Code which represents amajor step 
toward TRIPS compliance for copyrights, patents, and trademarks, and created a new Intelle<;:tual 
Property Office within the Department of Trade and Industry. Unfortunately, the law contains a 
number of ambiguous or problematic provisions, principally an exception for the decorripilation of 
computer programs and overly broad restrictions on technology licensing. Enforcement remains 
weak, due to court backlogs that pose a particular problem. A Presidential Directive requiring all 
government agencies to use only legitimate software, has had some effect. In January 1998, the 
Government of the Philippines issued organizational and procedural regulations to implement the 
IPR Code, but the troublesome substantive issues remain unaddressed. We look to the 
Government of the Philippines to address these shortcomings quickly. 

In Poland" while eIlforcement has continued to improve for most copyright industries, the 
Government does not provide adequate protection for U.S, sound reco'rdings. Industry estimates 
that losses to piracy fell by $80 million between 1996 and 1997, principally due to a reduction in 
software piracy. It appears that Poland is not providing national treatment for protection of 
foreign sound recordings, which would violate its TRIPS obligations. With respect to 
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enforcement, although raids occur in Poland, prosecution usually fails. We look to Poland to 
provide retroactive pl"otection of sound recordings expeditiously and to increase enforcement· 
generally. 

Qatar is being raised to the Watch List because it has not enacted a patent law and therefore does 
not protect pharmaceutical products. In addition, its copyright law is not TRIPS-consistent, and 
is inadequately enforced. Pirated motion pictures crowd virtually all legitimate product from the 
market, and most end users of business software do not buy legitimate software. As a WTO 
member, Qatar's TIUPS obligations will come into effect on January 1, 2000; we have not seen 
significant movement toward implementing those obligations. In the coming year, we will look to 
Qatar to legalize the software used in government offices, improve copyright enforcement, 
implement its TRIPS obligations, and move rapidly toward providing product patent protection­
for pharmaceuticals.', 

Saudi Arabia's existing laws, regulations, and procedures fall short of international standards in 
several key areas. While the Saudi Goverruhent needs to make its laws consistent with TRIPS to , 

. gain WTO membership, the most pressing need is for better enforcement of existing laws ..There 
'.. '/' "~. :,.,~.' \..",,,,.;;,.,:hiwas; ,however, some improvement in enforcement in 199i7;;- Inciustry.noted·a signi ficant' drop.in 

,.(, i(l i;{,:,,:the use:of illegal soft:ware and in video piracy. However-, ,busine~s .soihyare,isistilr widely pirated 
1:, V:'.·:'\i·:~iaridithe Qoveinment needs to control the use ofillegaLsbttware'injt~; own;offices. ,Weiirgethe 

Saudi Goveimnent to move quickly to bring its.laws into confom1itywith'xRI'PS:,as part ofiits 
r,' );:;, \;,J .',OJ W;TO accession pro(;ess, to increase effective IPR enforcement;;andto.()dopU,in effective:" '. 
~':\.i: ", i,1:::,,~" managemen~:plan to eliminate illegal software from governmentioffices>.r:,:s,cl;' l<:- 1:·,~l'_Y 

!.;evels'ofIPR protection in Singapore exceed those of other cOllntries'in theAsia~Pacific·region. 
- However, recent.trends indicate that piracy (particularly CD~based copyright infringement) and, 

transshipment are growing. A notable deficiency is Singapore's "self-policing" copyright 
enforcement policy, which is outdated and ineffective. The Government has shown a willingness 
in recent months to enforce the copyright laws itself rather than leave the responsibility to right 
holders, We will cl()sely monitor developments to determine whether this trend continues and 
whether a proposed new voluntary industry code of conduct for CD producers reduces piracy. In 
February 1998 the Singaporean Parliament amended the copyright law to eliminate some TRIPS 
inconsistencies. The Government of Singapore is drafting legislation to implement its TRIPS 
obligations to protect trade secrets. 

South Africa amencledits Medicines Act in December 1997. The new law appears to empower 
the Minister of Health to aqrogate patent rights for pharmaceuticals. It also would permit 
parallel imports . .Implementation of the law has been suspended pending the resolution of a 
constitutional chalknge in the South African courts. Undisclosed data also is not adequately 
protected under SOHth African Law. The need to provide such protection quickly is demonstrated 
by the approval in South Africa of a generic copy of a medicine which still has undisclosed data 
protected from competitors' use in many countries. South Africa took the welcome step of 
amending its intellectual property laws in 1997 to criminalize trading in counterfeit goods, though 



; 
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TRIPS deficiencies remain. South Africa should strengthen enforcement of intellectual property 
laws. U.S. industry estimates that losses to copyright piracy increased by 26% between 1996 and 
1997. During the coming year, we look to the Government of South Africa to enact TRIPs­
consistent legislation protecting undisclosed information, to make clear in regulations or 
legislation that the powers granted in the Medicines Act are consistent with its international 
obligations and to clarify what actions may be taken pursuant to that Act and under wha~ 
circumstances: We acre committed to working with the South African Government to achieve 
these ends while addressing serious health care concerns in South Africa. 

Sweden: Swedish law permits official institutions such as Government Ministries and the 
Parliament to provide .copies to the public of documents that are filed with them, even though 
such documents may be unpublished and protected by copyright law. Despite the leadership 
demonstrated by certain concerned government officials who have attempted to address the 
situation in a mutually satisfactory manner, ultimate resolution of U.S. concerns continues tobe 
frustrated. We look to the Government of Sweden to take the steps necessary resolve this 
bilateral irritant without further delay. In contrast, significant progress has been made toward 
resolving the WTO dispute settlement case initiated by the United States in 1997:regarding 

\ ,:.N;""'~""i; 'l/';:I''!:,provisional relief in civil enforcement proceedings. The GovernmentofSweden recently 
,,~, 

~: ,\. 

""f\;published amendments to the copyright law which maY,adlireSS}U.S:;concems'.: The United States 
;'dooks to Sweden to rnake substantial progress -·in thelnear;'tcrn} tow'ad resolving both of these 

I, issues and will review Sweden's Special 301istatus,jn:thai:';::onfexLk:' ,:' -,- ,,::- :, 

({Thailand: Thailand has taken a' number: ofpositive actions, over, the ,past year --,iiti'.;particular, 

,'~),_::iG!.':i, f: ,: " establishment of a II> court and strengthening,oftheii~,enfor.cement\system. Nonetheless, 


, -'''. "',::;;;~~ 	 significant deficiencies remain in Thailand's intellectual:property regime.""Piracy rates­
\i:i!.',;: .- ':[(" 	 particularly for videoS and software - remain Uriacceptablyhigh. We wilL monitor the decisions 

of the newly-e~tabW;hed intellectual property court to see if sentences are sufficient to reduce 
piracy rates. Thailand also needs to pass a TRIPS-consistent patent law (including aholitio'n of 
the Patent Review Board), and to take steps to ensure that all Government offices use only 
legitimate software. 

Ukraine needs to strengthen its IPR regime and enforcement. Copyright piracy is extensive and 
enforcement against pirates of U.S. copyrighted works is minimal. Piracy of audiovisual, 
broadcast, software and music and sound recordings are causing substantial losses to U.S. 
industry. Ukraine does not grant protection to U.S. works created prior to 1973, and it does not 
provide retroactive protection for sound recordings, both of which are required by our 1992 
bilateral trade agreement Ukraine does not provide adequate criminal penalties, including prison 
terms, for piracy, and apparently no criminal penalties for copyright infringements involving sound 
recordings, performers,or broadcasters. We will look for Ukraine to take the steps necessary to 
bring its intellectual property laws into full compliance with TRIPS no later than the date of its 
accession to the World Trade Organization. 
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The United Arab Emirates has made significant strides in reducing copyright piracy and some 
progress toward tightening trademark protection. However, there is still little progress toward 
enacting a new patent law, and the need for "pipeline protection" ofnew products in the research 
and development cyc:Ie is critical. An adverse court ruling in Dubai in October 1997 leaves in 
doubt the applicability of the copyright protection for foreign works. We urge the United Arab 
Emirates to move quickly to enact TRIPS-consistent copyright and patent laws, to clarify that 
U.S. copyrighted'works are protected, and to provide patent protection for pharmaceutical 
products. We also urge the U.A.£' to ensure that its entire intellectual property regime is TRIPS­
consistent before the end of the 'transition period for developing countries. 

Venezuela has played a construct~ve role in moving the Andean Community toward making the 
changes needed to bring Community Decisions relating to intellectual property into conformity 
with TRIPS before the January 1, 2000 deadline. The government created a new intellectual 
property office (SAPI) in March 1997, which is expected to focus and improve enforcement 
efforts. It is slated to become operational in May 1998. The decisions under review are not fully 
TRIPS-consistent with respect to patents, trademarks, copyright, plant varieties, and enforcement 
of rights. Despite significant improvements -, especially in the enforcement of its copyright 
law Venezuela does not yet provicle, adequate and ,effective protection of intellectual property 
rights. There is still widespread infringementoLwell-lc.nown trademark~, ,videos, satellite signals, , " ". IJ. 

and other protected works. We look to Venezuela to 'mo'ie quickly to bring its laws into 
conformity with TRIPS before January l;;QOOO;and,;'!o'£olltinue: to increase the effectiveness of 
the enforcement of its laws. :" ,':,:. 1.;', .)" ,:.>:.:.;;0';" ,",f) ; • :':' , ,,-::;"!'. 

,; ~ 

Vietnam: The Government is still:inJhe formative stages' of drafting, enacting and enforcing 
intellectual property laws. Copyright.piracy:,is,the:most pressmg'problem, though there is some 
record of trademark enforcement. Vietnam's 199.6 civil codel'provides a general framework for an 
intellectual property system. However, problems persist. :Copyright piracy is the most pressing 
problem, though th~:i:e is also some unchecked trademark counterfeiting; Vietnam's patent law 
excludes protection for pharmaceutical and agricultural chemical products, and lacks regulations 
or additional amendments that would make patent protection fully consistent with international 
standards. Although U.S. copyrighted works remain unprotected in Vietnam, the Government. 
has begun the proct':ss of issuing guidance to enable officials to begin to take actions to protect 
U.S. works. After our bilateral copyright agreement comes into effect, we look to the 
Government of Vietnam to enforce its new copyright regime vigorously to reduce piracy levels 
measurably. We also expect the Government of Vietnam to address intellectual property rights 
issues in the contexts of negotiations on a bihiteral trade agreement and its accession to the WTO, 
where compliance with TRIPS without transition will be required before the date of accession. 
We will conduct an out-of-cycle review in December to evaluate progress toward the goals of 
improving IPR protection and reducing the level ofpiracy and' counterfeiting. 

OTHER OBSER"ATIONS 
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Austria: In 1996, the Government of Austria amended its copyright law. One of these 
amendments created a compulsory license for 'the public performance of films in hotels. This 
compulsory license may violate both the Berne Convention on the Protection of Literary and 
Artistic Works and TRIPS Agreement. Austria is a member of both these agreements and is 
obligated to be in full. compliance with them both. The U.S. Government will continue to consult 
with Austria about this matter in the expectation that Austria will amend its copyright law to ' 
remove the compulsory license provision. ' . 

Copyright piracy in I;~ehlrus is extensive and enforcement efforts are insufficient. Piracy of 
, audiovisual, software: and recorded works is causing substantial losses to U.S. industry. It is . 

unclear whether Bela.rus protects pre-1973 works; Belarus does not provide retroactive 

protection for sound recordings. We look to Belarus to reduc~ the level of copyright piracy 

through better enforcement and to take the steps necessary to bring its intellectual property la~s 


into full compliance with TRIPS no later than its accession to the Woild Trade Organization. 


Bolivia signed an Investment Treaty with the U.S. on April 17, 1998. In conjunction with that 

agreement, the GoVelITlIli.ent of Bolivia committed to become~TRIPS-consistent within 12 months, 

and to notify the WTO ofits,commitmentto.implernentits':obligatioris within that time, In ."j!)'; , 


September 1997, the Government;createda~single new agency responsible for patent, trademark ; ,::.:' ~:": ; ,~',.:l 


and copyright issues. Curtently,protectioriofHPR in,Bolivia:suffers from both inadequate laws: : i:; ',; ,-" >' 

"'1'­''., and weak enforcement mechanisms':;,'Boliv1a,needs to work with other members of the Andean .1.\'::' " 

~..... Community to addre:5s shortcomings in' Decisions 344, 345 and 351. Stronger enforcement of .. ';;:" ,.- ,. 
existing laws is needed.to;reducepil:acy, ill.rBoliyia. We applaud'Bolivia's commitment to . "::;,,: :lid :.' 

accelerate its implementation. ofTRI-P~, and,look·forward to seeing' the fruits of that commitment. ' . ,~~: ':", ;', "j 
1 ., 

Estonia provides no protection ·to foreigiL sound recordings. Piracy of sound and video '::;"': " 

recordings destined for both the local market and export is extensive. Software piracy is also a 
problem. Enforcement has been weak at all levels. Estonia's copyright law is not TRIPS­
compatible in several important respects. Because Estonia's application tojoin the World Trade 
Organization is at a relatively advanced stage, it is particularly important for the Government to 
take the steps necessary to bring its intellectual property laws into'full compliailce with TRIPS 
quickly and to better enforce those laws before it accedes to the World Trade Organization. 

Germany: Concerns remain regarding a major audiovisual piracy problem and the role of German 
·firms in manufacturing and/or exporting throughout Europe of pirated "smart cards" and other 
"descrambling" devices used to steal encrypted satellite, cable and broadcast transmissions, 
particularly of U.S. motion pictures. Progress was made with respect to th(;! availability of civil ex 

, parte search orders in 1997 and we .look forward to further progress on this issue. 

Hungary has made some notable progress in improVIng legal protection for intellectual property 
rights in the last year. As a result of effective raids and seizures, the U.S. industry's losses due to 
piracy of motion pictures and computer programs have been reduced compared to 1996 and 1995 
levels. Nevertheless:, piracy rates are still high, and enforcement activity to date has failed to 
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provide sufficient det,errence. The fines imposed are generally too low to be effective. Hungary 

also needs to comply with its TRIPs obligations by providing full retroactive protection for sound 

recordings and by providing for civil g parte search procedures. Hungary also needs to refine the 

law on pipeline protection for patents. In the next year, we look to Hungary to increase, the 

effectiveness of its prosecution of intellectual property offenses, meet the above-noted TRIPs 

obligations, and addr1ess our concerns on pipeline protection. 


Kazakhstan has several remaining steps to take to fulfill the IPR commitments under our bilateral 

trade agreement. It needs to adhere to the Berne Convention for the Protection of Literary and 

Artistic Works and the Geneva Phonograms Convention, provide full-term retroactive protection 

for U.S. copyrights, specify protection for sound recordings under ,the copyright law, license 

television broadcasting stations, and increase copyright enforcement. Piracy of all copyrighted 

products is reportedly widespread and there have been no known enforceplent measures to date. 

We look to Kazakhstan to begin significant enforcement measures to reduce piracy nites, to' , 

complete it's bilateral IPR obligations, and to move toward making its IPR regime consistent with 

the TRIPs Agreement before it accedes to the WTO. 


Lebanon has !Videsp'fead,c;;opyrighLpitacy and an ,inadequate copy'right law. A new lawis under, ,,;i't' 


consideration, with:the.GoverillnenthopingfoLpassage soon. The Government has actively ·1' ,," 


opposed amendmeI1ts to:allow~co~pulsorylicensingof software in educational institutions 'W'!: 


because they are;inconsistent<witn !interriationally~accepted standards. Unauthorized use,of ::. ~',;' 

software is pervasive: amongpnvate1'irms and government ministries. There also are concerns,',:' 

that Lebanon is.lconsidering allowingithe registration, of generic copies of drugs still protected b;y 

patents. During,the~,n.extyear;:.we lookto the,Govemment of Lebanon to pass a TRIPS-' 

consistent copyright)aw;;to.take effective measures: to eliminate use of unauthorized copies of ".' 

software in GovefIlIllent offices~' and reduce 'the ,rate of video piracy. 


Mexico: Mexico has committed to implement and enforce high levels ofintellectual property 

rights protection consistent with its international obligations. Nevertheless, piracy and ' 

counterfeiting remain major problems, with U.S. industry losses increasing annually. Only a small 

percentage of raids and seizures have resulted in court decisions and the levels ofpenalties 

assessed when court decisions are made are inadequate to deter future piracy. As a result, 

manufacturers and distributors of pirated products continue to operate largely unfettered. In 

1996, the Government of Mexico passed a new Copyright Law which was a step forward; 

problems and ambiguities inthe law remain to be resolved. To address these concerns in the near 

term, the United States and Mexico have recently agreed to engage in intensive bilateral' 

consultations which will take place over the next several months. 


Netherlands: The United States has repeatedly expressep concern that the Government of the 

Netherlands fails to provide protection for proprietary data submitted to the Government for 

gaining marketing approval ofpharmaceuticals in a manner consistent with its obligations under 

TRIPS Article 39.3. However, we note with satisfaction that a Dutch Court recently reversed an 

earlier Government decision which was inconsistent with these obligations. 


http:During,the~,n.extyear;:.we
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On January 7, NicaragID! signed a bilateral IPR Agreement with the United States the first such 
agreement in Central America and the fourth in the hemisphere. The agreement calls for full 
implementation by mid-l 999. Currently, piracy of video recordings, unauthorized video and 
sound recordings, and U.S. satellite signals by local cable television operators remain widespread. 
The copyright law does not expiicitly protect computer software. The patent law fails to meet 
international standards for term of protection and for patentable subject matter, and the trademark 
law isinadeqmite, particularly for well-known marks. We look to Nicaragua to update its legal 
structure, to reduce piracy rates affecting all forms of intellectual property, and to bring its IP 
regime into compliance with the obligations ofthe IPR agreement quickly. 

Recent legislation has strengthened Panama's IPR regime, but inadequate enforcement continues 
to be a major problem. U.S. companies have complained about the failure of the Government of 
Panama to seize illegal products in the Colon Free Zone (~FZ). The Government of Panama has 
only recently begun to organize its IPR enforcement efforts in the CFZ by establishing an 
intellectual property enforcement unit in the CFZ. As the unit becomes operational, we expe'ct 
reductions in piracy and counterfeiting in the zone. A new Industrial Property Law should 
provide better protection for trade secrets. Over the past several months,Panamanian authorities 
have shown,more,commitmenLto'enforcing,the laws, especially outside the CFZ. Welook.to ,:. "~.;,,, .,';r,": 

, them to'devote.sufficient res01irces to IP..-prqtection and to continue to fulfill theiraction'plan',;'il~} ,': ;C/.i~fn, i" 

devised,la~t.yeaL' :'~", It' ,,'; ~ '; j ;" 1:\,:':,' ~, 
. I,':.'"
• :.'">~.: 

: Romania has made some ,notable progress in improving legal protection for inteUectua};,property. 
'rights' in:the,last.1year. ~Romania recently enacted a pipeline protection law and theRoinanian'\"~,, , ,: 
ParliamenhhasrepOItedly',passed legislatioll':providing for accession to the Berne Convention ,fi:m::;t:,;, : 
the Protection ofLite'rary,and Artistic-~Works and the Geneva Phonograms Convention, which '.. 
now must be1approved:by the President,> Romania;however, needs to increase the effectiveness: 
of prosecutorial enforcement to ensure that government raids and seizures result in actual 
prosecutions. It also needs to increase border controls to keep infringing products out of 
Romania, During the next year, we look to Romania to increase the level of enforcement of its IP 
laws, allocate adequate resources to the agencies responsible for enforcement measures, increase 
border enforcement measures, ensure efficient and fair implementation of the pipeline protection 
legislation, and finalize its accessions to the Berne and Geneva Conventions. 

Spain has growing piracy of busin~ss software. Despite having low levels of copyright piracy 
generally, Spain has some of the highest levels of business software piracy in the Europeap. Union. 
The United States i~, concerned that judicial proceedings are frequently delayed and that penalties 
assessed against infijngers are inadequate to serve as a deterrent against piracy. 

In Tunisia, the lack of patent protection for pharmaceutical products means that dozens of , 
unauthorized copies of top-selling medicines are in the market. Once a medicine is manufactured 
in Tunisia, its importation is restricted, hindering access to the market for U.S. firms. Trademarks 
such as those associated with apparel, and copyrighted works such as software, recordings, and 
movies, suffer from infringement. We look to Tunisia to improve enforcement of its copyright 

http:Welook.to
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and trademark laws, aind to ~ove toward providing patent protection for pharmaceutical 
products. 

Uruguay: Revision of Uruguay's copyright and industrial property legislation has been underway 
for years. The United States is encouraged that the Government has introduced updated copyright 
and patent legislation. These revisions are needed to bring Uruguay into compliance with 
international obligatiCms. The United States encourages Uruguay to accelerate its efforts to enact 
TRIPS-consistent legislation and to continue its IPR enforcement efforts. 

In Yemen, US. industry has raised serious concerns over ongoing trademark violations. Local' 
producers, particularly inthe household goods sector, appear to be intentionally designing their 
products to be confusingly similar to well-known US. brands.. The court· system can be slow in 
addressing intellectual property cases, although US. firms have prevail,ed'in the past. We look to 
Yemen to address these serious trademark concerns quickly. . 
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Developments in Intellectual Property Rights 

May 

• 	 Indonesia approved amendments aimed at bringing the country's copyright law into 
compliance with the standards of TRIPs. The amendments include the establishment of 

. exclusive rental rights for computer programs and sound recordings and the extension of 
the term of protection of computer programs to 50 years. 

• 	 The Government of Indonesia ratified the Paris text of the Berne Convention (Decree No. 
18 of 1997) on May 7. 

• . 	 Indonesia ratified the new WIPO Copyright Treaty (Decree No. 19 of 1997) on May 7. 

::: ,J 

"';';':" .l;'!. ;;: ,;',>'Fne Government-of the Philippines enacted a comprehensivtdPR'.GOder(:RepubliC:IAct 
",~,. '.,<>',",1 : l~. ·.'8293)'on June '8.:.: c,'., '. \', 

.:~, f. .f " I 

.,' t':~' ';;~j\:~. '.,:ithe Hong KOilg$pecial Administrative Region (HKS:AR}passedamew copyright law~. 
''i:: . ":'·;':.:,addressing sonware decompilation and parallel imports, and al~o:grantedcustorriS{:l .,.' f"'" • 

.;} :10:;.. : enhanced· authority to seize suspected pirated goods. '..;, ';;~:,'; 

J,~... • u:· 	 ;. 1 ":' h .~;t.::,~ 

• 	 .' On June 24, the San Marino Parliament approved a new law concerning bootlegging and 
other IPR issues, such as the mark of origin system on molds for locally manufactured' 
CDs. 

July 
/ 

• 	 Hungarian law on trademarks and geographic indications became effective July 1 st. This 
law, greatly enhances the possibilitY of obtaining injunctions for trademark infringement. 

• 	 A Russian Anti-Piracy Organization was established by the U.S. and Russian film 
industries to assist in enforcement training. 

September 

• 	 WTO Panel mled in favor of the United States in our case against India regarding India's 
failure to establish a "mailbox" system for filing patent applications for pharmaceuticals 
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and agricultural chemicals, and failure to establish a system ofexclusive marketing rights 
for these products. 

• 	 Indonesia became a party to the Berne Convention. 

• 	 The Government of Luxembourg implemented amendments to the copyright law that 
• brought it into compliance with TRIPs and substantially increased penalties. 

• 	 Bolivia created a National Service of Intellectual Property. This new agency is responsible 
for protecting all IPR -- the first time patents, trademarks and copyright issues will be the 
responsibility ofone agency. 

• 	 Egypt resumed enforcement efforts against software piracy. 

October 

• The People's Republic of China's criminal law codifying the nature of copyright 
/~ ."' ,,,,,":,"11' ., infringement took effect on October 1.,,,,,. 

. ~, .. 
\' 	 The Government of Bulgaria established an IntellectualPropelty ,GoimciL 

',' '! • 

",0 " Panama's Supreme Court restored the CopynghtOffice'spower to conduct ex offiGio, 
seizures o(counterfeit foreign works. ;. ,.' ,j , 

November 

• 	 In Uruguay, a judge issued an eight-month prison sentence to a notorious local software 
pirate; this is the first time that a judge used the sentencing provisions of the 1937 
copyright law. 

December 

• 	 The Government of Hong Kong imposed a licensing requirement for the import and 
export of machinery and equipment used for production of compact discs, video compact 
discs, or CD-ROMs. The HKSAR also proposed legislation calling for registration and 
licensing for current and future optical media production facilities, with tough penalties for 

. non-compliance. 

• 	 The WTO Appellate Body ruled in favor of the United States on India's appeal of the 
Panel's decision in India - Patent Protection for Pharmaceuticals and Agricultural 

'. Chemicals Products. ' 
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• 	 Trinidad and Tobago proclaimed IPR legisl<ition to finish impleD)enting ouibilateral rPR 
agreement. 

• 	 The Government of Taiwan passed amendments to the: copyright law on December 30 .. 

• 	 Thailand opened an Intellectual Property and International Trade Court: 

• 	 Vietnam ratified the Bilateral Copyright Agreement negotiated with the United States., 

• 	 Poland's Centra,l Board of Customs annOllnCed that customs authorities wiil enforce: 
copyright laws utilizing a new.(;ustoms code (in force in 1998). According to C~stoins 
officials, the new code will.simplify customs procedures and make it easierfor authorities 
to seize infringing goods. '. - ' 

• 	 OnDecember 26, Mexico passed an amendment to its 1994 Industrial Property Law, ' 
adding a chapter- protecting the layout design of integratedCcircuits. 

Belarus became a member ofihe B'erne.Convention,on Decembec12. "",­
,'~ ,.T, • I. : ,I', 

':.. '.~:" 	 The Dominican Republic became a me~lber ofthe'BJi!meCOll~'ention on December 24. 
~, . 

... ~.i" 	 The Government. of Turkey issued regulations equalizing. t,lJWS on d'lmestic and foreign 
films. '\",. ,(:,):: ,c; _ ,:. ":';. ; 

'. '.' 

January 

• 	 Philipp,ine's nl!W IPR Code took effect on January 1. . 

• 	 Two laws came into effect in South Afri~a on, January.l : the Intellectual PropertyL~ws 
Amendment Act - which amended, several a~ts,including the Patent Act, the Copyright 
Act, and the Trademarks Act - .and the Counterfeit Goods Act.. . 

• 	 The Government ofBulgaria adopted a CD plant licensing scheme. 

.' Govemrtlent ofRomania passed· the Pipeline Prote~tion Ordinance ~n January'30 . 

• 	 Romania acceded to the agreements establishing internationa:l classifications in the 
industrial property field and the Trademark Treaty Law on January 8. The Romanian 
Parliament also ratified the Madrid Agreement. 
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• 	 Nicaragua sighed a Bilateral Intellectual Property Rights Agreement with the United 
States on Jami,ary 7 -- the first such agreement in Central America and the fourth in the 
hemisphere. 

,. 	 Kazakhstan:s new Criminal Code entered into force January I., 

February 

• 	 ' On February 24, the Japanese Supreme Court issued its first infringement finding'under 
the "doctrine of equivalents," thereby broadening its interpretation ofpatent claims. 

• 	 , Singapore enacted a copyright amendment bill. 

• 	 The San Marino Parliament approved a comprehensive update of San Marino IPR laws on 
February 25. , 

• 	 Brazilian President Cardoso, signed into law both the Software Bill and amendments to 
the 1973 Copyright Law on February 19.J ' 

'., 	 J" .,>, 

The Guatemalan Congress approved ratification'ofthe Paris Convention on February 18. 
) 	 , 

. 	 ," 

In Turkey, Prime Minister Yilriiaz issued <l'detailed'directive to'government agencies, 
requiring the use oflicensed software. •. , .... , .' ',' , ' 

• 	 Ireland committed to expedite drafting'ofa'comprehensive,new'copyright law, and also 
" 	committed to draft and,pass separate, expedited legislation raising criminal penalties for. 

copyright infringement. . 

March' 

• 	 The Hong Kong legislature approved the "Prevention ofCopyright Piracy" bill on March ' 
25. The bill provides Hong Kong customs with the power to take stronger enforcement 
action against violators. ' 

• 	 Macao annourlced that it would establish a license regime on all imports and exports of 
compact disc production equipment and actual compact discs. 

. 	 .. . , 

• 	 The Bulgarian Minister ofInterior announced on March 19 the formation of a new 
specialized anti-piracy unit within the National Service for combating organized crime in 
illicit CD production. , 

" 
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• 	 The Criminal Circuit CQurt fQr Panama City issued a fmding Qf"criminally resPQnsible" 
against a video stQre Qwner fQr viQlatiQns Qf the CQPyright law Qn March 10; this 
represents the first criminal cQnvictiQn in Panama fQr CQPyright infringement. 

• 	 The ColQn Frf:e ZQne (CFZ) in Panama inaugurated its department Qf intellectual prQperty 
to' cQQrdinate IPR enfQrcement actiQns in the CFZ Qn March 25. 

• 	 The KQrean GQvernment Qpened a Patent CQurt Qn March 1 .. 

• . 	 The KQrean GQvernment adQpted the InternatiQnal ClassificatiQn System and the amended 
Trademark and Industrial Design Laws went into' effect Qn March 1. 

• 	 On March 30th, United States Trade Representative Charlene Barshefsky armQunced that 
the United States partially suspended trade benefits that HQnduras receives under the 
Generalized System Qf Preferences and Caribbeari Basin Initiative programs as a result Qf 
HQnduras' cQntinued failure to' prQvide adequate and effective IP protectiQn. 

>;-:;' 	 • In Australia, ltegislatiQntQ extend patent.protectiQn fQr pharmaceuticals passed the HQuse 
I': 	 . I> 'and was intrQduced into. the Senate. 

..~. " 

April 
i, 

• 	 Cyprus' Parliament passed .a new patent law. that is repQrtedly Qne Qf the strQngest in the '" ,< 'IIt 

regiQn. 
rl.;; 

.' • 	 BQlivia signedi an IP side letter to' our bilateral investment treaty cQmmitting to' bring its 

law into' cQmpliance with TRIPS within twelve mQnths. 


• 	 Guatemala's'CQngress passed new CQPyright legislatiQn .. 

• 	 EcuadQr'sCQngress passed new intellectual prQperty-rights legislatiQn Qn April 22. 

• 	 EcuadQr's CQnstitutiQnal Tribunal upheld the legality Qfpipeline patents Qn April 23. 

• 	 The GQvernm,:::nt Qf Sweden published amendments to' its CQPyright law which provide fQr 
provisiQnal ex parte relief in civil cases. 

• 	 On April 28, the GQvernment Qf Greece clQsed 20 televisiQn statiQns that did nQt submit 
license appliciLtiQns by the March 23 deadline. 

• 	 On April 24, at Dutch CQurt upheld the cQnfidentiality Qf pharmaceutical test data 
submitted to' r,egulatQry authQrities. 
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• Honduras took its first significant enforcement actions against two major television 
stations engag:ed in piracy. 

"... '),­

1,~' ;. 

" ,. ~ < .;-"( , 
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Fifth Meeting of the NAFTA Commission 

Joint Statement 


Paris, France, April 29, 1998 


Today, the Commission reaffirmed its strong commitment to the NAFTA and its value in promoting trade, 
fnvestmerit, and economic growth and, most importantly, jobs in the three countries. In this regard, we 
stressed the significant increase in trade and investment that has occurred. Since NAFTA's entry into force, 
trade in North America has grown nearly 65%., In 1993 trilateral trade between Mexico, Canada and the 
United States was less th~m 300 billion U.S. dollars. In 1997 trade between the NAFTA Parties reached 

, almost 500 billion U.S. dollars. 

These figures constitute a clear indication of NAFTA's success in its first four years of implementation. 

This trend will. continue as NAFT A implementation opens new opportunities for trade and investment, 

bringing more benefits to companies, workers and consumers in North America. We 'reaffirmed our 

commitment to further promote public understanding of the benefits of the Agreement and continuing 

dialogue with our private sectors on an ongoing basis. We also noted the value of continuing co-operation 

with our respeCtive labor cmd environment ministries. 


, As evidence of the opportunities that NAFTA has promoted, and on the basis of the recommendation of 
our private sectors, we ha',ve agreed on a package covering hundreds of tariff lines that will be subject to 
accelerated tariff,~liminatio!1, further opening opportunities to our private sectors and b~l)efiting c;;loseto "" ')"C 

one 'billion U:~r'"dolla~s:,'"rn 'NAFiA trild'e. (illustrative list of product categories ,i~',,:atiii~hed'). ',\iii{ J) 
acknowl~dge~.1hat th.~,'9E!~~~S,~rY:;1]0~ifications of our tariff schedules will be implem'~rted"by,:~~gu~ti,': . 

998, foll9wingthe compl~tiOI).pf ~d()~~~tic 1E:~gal procedures in each country. VVe. ackI19wle~g,ed J~att~~ .' i,: '" 
acceleration n~g()batiOlls,;J,ave brought about' a very positive process oL.consultations :a.lld ~,,:

of- • • •• .', ! " .. "', , ,~, .1- ,",,'" .,"1, '.' '\.."': " '.': • ""j . ;I";~j .),. "" ,~." ".. • I-. , ,r. .'~. 

communicatior", amq,ng, tl)e> p,rivate, s~ctors; ,of the NAFTA countries.,Gover~ments will,<,,:continl,led0,~;: 
encourage ind~s.tr.Y ji]i.t.ia(iyes''jil)'h,j~ are'? in th~ future. .. ",E~;,' .,J ". ;,',,';":~';': .• 

t c ...: :.,~~; " :\;: ':,::N~' ::; : " l';:·, <~ 

We acknowledged;the progress achi~yed'!lcross the NAFTA work program, comprising ,tQe activili.:es of ":'L' 
.: 

more than twenty Committees and Working'Groups, and a wide range of additional subsidiary bodies. We 
expressed our determination to build on the success achieved thus far, and instructed officials to undertake 
an operational review of 'the work program and to report back to Ministers before the end of 1998 on the 
structure, mandates and priorities of these bodies. In this regard, we further agreed that our Deputy 
Ministers will meet twice a year on a regular basis to provide high-level, ongoing oversight of the NAFTA 
work program, and that Canada would host the next meeting in the fall of 1998. 

, 

We discussed a range of trilateral trade issues, and we also discussed our shared interests in broader 
multilateral and regional trade liberalization, and noted the value of enhanced cooperation among the 
NAFTA parties in these wider initiatives. We acknowledged the central ro,le of the WTO as the cornerstone 
of the global, rules-based trading system. We noted the importance of the WTO Ministerial Conference 
next month in building international understanding and support for further multilateral liberalization, and 
looked forward to the opportunity provided by the 50th anniversary of the GATT to highlight the benefits 
of liberalized trade. We v~elcomed the continuing process of trade liberalization in the hemisphere, and in 
particular the successful launch of negotiations for the Free Trade Area of the Americas (FT AA) earlier this 
month in Santiago. 

We agreed that Canada would host the next NAFTA Commission at Ministedallevel on the occasion of 
fifth anniversary of tile NAFTA in early 1999. 

http:compl~tiOI).pf


Acceleration -- items to be accelerated in one or more of the NAFTA countries are included within the 
following product categorie:~: 

Certain chemical products 
Certain antibiotics 
Certain pharmaceuticals 
Certain medicaments with antibiotics and insulin 
Herbicides 
Certain wool yam 
Certain wool textiles 
Certain cotton yam 
Woven cotton fabrics 
Certain man-made fibers, yarns and woven fabrics 
Sanitary textile towels and diapers 
Wool felt 
Certain non-woven fabrics 
Cordage and ropes 

. Certain woven pile fabrics 
Towels 
Certain~angles of irQn or steel '. ." 
Impiegh;~ted:.(io~te.d orJ~~lrLa~d fabdcsi 
Surg{cal drap~s.( , ", .. ' 

, :~ 

\ ' ,', 

1.~ I ", .:: •• "', ., ',,' ~:', 
. ,flat;fQVe4, pro~~9.~~'.f?f s~a,nles~ st~el t 

: :1: Certain steel wire 
.,_B~d~p,r~ads:: ' •. " 

. , . '.'" . j ' • 

' ,'A,', 

... -," 

. Certain watches ..' " 
Certain tpys ., , . 

Additional Note: USTR and the Governments ofMexico and Canada expect to make available a detailed list ofagreed 
products at the 8 and 1- digi1level in the middle ofMay. 
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98 -45 
FOR IMMEDIATE RELEASE CONTACT: JAY ZIEGLER 
TUESDAY, MAY 5,1998 HELAINE KLASKY 

(202) 395-3230 

TRIPLE CHARGES ASSESSED 
ON CHINESE TEXTILE TRANS.SHIPMENTS 

United·'States Trade Representative Charlene Barshefsky announced today that the United States 
will bring enforcemtmt action for illegal "transshipment" practices in violation of a .1997 bilateral 
trade agreement gov.erning U.S.- China textile and apparel trade. The specific action targeted by 
the U.S. government is the Chinese practice of shipping textile products produced in China ' 

. through other countries to circumvent quotas that limit the total of Chinese textiles and apparel 
·that can be sold in the United States. The sanctions announced today--approximately$:5 r.lillion in • 

. r 

: ., ,triple charges against China's quota allowance--. result from an extensive investigati9n by the U.S. 
, "Customs Service and other government agencies. In total, the Administration has applied .. 

. approximately $94 million in charges against Chinese quotas under the bilateral.textiles 
. agreement. 

"This action clearly demonstrates the Administration's commitment to enforcement ofour trade· 
agreements," said Ambassador Barshefsky. "Our strong preference would be to work with China 
to prevent these violations of our agreement in the first instance, however, we will not hesitate to. 
take action whenvieolations occur. " 

"Enforcement of our international agreements, including those involving textiles, is a high priority 
of this Administration," said Commerce Secretary William M. Dal~y. "Preventing circumvention 
of these agreements is essential if our manufacturers are to compete on an equal footing in today's 
global economy. When these agree!1lents are circumvented, we are committed to taking the 
fullest remedy available." '\ 

. Today's charges against China's quotas mark the second imposition of triple charges, but the 
fourth time under tht~ 1997 and the predecessor 1994 bilateral agreement that the Administration 
has applied charges to China's quotas because of transshipment violations. "Triple" charges are 
permitted in instances of repeated violations under our current bilateral agreement with China. 

WWW.USTRGOV
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98 - 46 
FOR IMMED1[ATE RELEASE Contact: Jay Ziegler 
Wednesday, May 6, 1998 Helaine' Klasky 

(202) 395-3230 

USTR AND USDA FORM SENIOR GROUP ON SANITARY AND PHYTOSANITARY 
AGRICULTURAL TRADE ISSUES 

U.S. Trade Representative Charlene Barshefsky and: Agriculture Secretary Dan Glickman today 
announced the formation of a senior-level steering group to address' foreign sanitary and. 
phytosanitary (SPS) trade issues that unfairly restrict U.S. agI1cultural exports. This steering 
group will include representatives from USTR, USDA, the Food andDrug Administration, the' 
Environmental Protection Agency, and the Department of State. . 

... 

The group will coordinate broad policy guidance on priority foreign SPS measures that are 
inconsistent with the World Trade Organization Agreement on the Application ofSanitary and . 
Phytosanitary Measures (SPS Agreement) which have substantial policy and trade implications 
for U.S. agricultural exports. 

In establishing the steering group, Ambassador Barshefsky said, "We have a clear policy and a 
proven record in fighting to bring down unfair foreign SPS barriers. This steering group will 
focus on non-s<:ientifically based SPS barriers that block our agricultural exports or otherwise 
threaten to. restrict agricultural trade. " 

Secretary Glickman said, "This Adrnillistration has established an impressive track record in 
resolving these trade issues. We will use this steering group to build on our successes." 

Both Ambassador Barshefsky and Secretary Glickman noted that several outstanding SPS issues 
have been resolved since the implementation of the SPS Agreement including the opening of 
export markets for California lemons, table grapes, kiwis, oranges and grapefruit to Chile; for 25 
varieties of U.S. tomatoes to Japan and Taiwan; for U.S. sweet cherries to Mexico and China; for 
table grapes to China; for live swine to Argentina and Peru; for live cattle exports to Peru; for 

http:WWW.USTR.GOV
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wheat to Brazil; and the successful resolution of arbitrary, non-science-based, government-
mandated shelf··life requirements that blocked U.S. agricultural exports to Korea. 

The SPS Agreement requires that measures to protect human, animal or plant life and health be 
based on scientific principles, have sufficient scientific evidence, be based on an' appropriate risk 
assessment, and not arbitrarily or unjustifiably discriminate between WTO members where the 
same conditions prevail. . 
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FOR IMMEDIATJ~ RELEASE Contact: Jay Ziegler 
Wednesday, May 6, 1998 Helaine KJasky 

(202) 395~3230 
UNITED STATES LAUNCHES WTO CASES AGAINST 

EUROPEAN INCOME TAX SUBSIDIES 

United States Trade Representative Charlene Barshefsky announced today that the United States 

has initiated dispute settlement proceedings in the World Trade Organization, filing five new cases .. , 

involving European income tax subsidies. As the first step in the WTO dispute settlement . 

process, the United States requested consultations with Belgium, France, Greece, Ireland, and the 

Netherlands regarding their income tax pnictices .. 


"These practices constitute prohibited subsidies'under the WTO Subsidies Agreement," '. 
Ambassador Barshefsky stated, "and are in clear violation ofWTO rules." 

BACKGROUND 

Because these cases involve allegations of prohibited subsidies, they are subject to expedited 
dispute settlement procedures. The first step in the process is to request consultations, which was 
done on May 5. In each case, consultations are to be held within 30 days, after which the United 
States may request establishment of a dispute settlement Pll11el, which is to complete its work 
within 90 days. However, these time periods may be extended by mutual agreement. If a 
measure is found to be a prohibited subsidy, the panel must recommend that the subsidy be 
withdrawn without delay, and must specify the time period within which the subsidy must be 
withdrawn.. 

The tax practices included in the initial group ofU.S. dispute settlement consultation requests are 
as follows: 

Deduction for start-up expenses 

http:WWW.USTR.GOV
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\ 

As an exception to the general territoriality principle of French income tax law, a French 
company may deduct, temporarily, certain start-up expenses of its foreign operations 
through a tax-deductible reserve account. One of the conditions for obtaining this special 
eduction are that the foreign branch or subsidiary derive more than 50 percent of its 
turnover from the sale of products manufactured by the French parent or a corporate 
group of whil:h the ~arent is a member. 

Reserve for medium-term credit risk 

A French company may establish a special reserve equal to 10 percent of its receivable 
position at y~:ar end for medium-term export credit risks. 

Netherlands 

A provision of Dutch tax law establishes a special "export reserve," apparently designed 
for small- and medium-sized businesses. An eligible firm may obtain a reserve of 5 percent 
of export tumover up to fl 100,000 and 2 percent of export turnover between fl 100,000 
and 200,000. The reserve can be formed irrespective of the country to which merchandise 
is exported, <md may be formed as soon as goods are delivered on account to foreign 
customers. 

Greece 

Greek exporters of any product are entitled to an armual tax deduction at the following 
rates: 2 percent on export sales up to Drs 750 million; 1 percent on export sales between 
Drs 750rnillion and 3 billion; and 0.5 percent on export sales above Drs 3 billion. 

Ireland 

Section 39 of the 'Finance Act 1980, which was specifically approved by the EU, pro~ides 
special tax rdief for "special trading houses," which are companies that act as an access 
mechanism for Irish-manufactured products in foreign markets. The trading house. 
assumes all international marketing responsibility for product manufacturers, and qualifies 
for a 10 percent corporate tax rate in respect of its trading income from the export sale of 
goods. The standard rate of corporation tax is 36 percent. 

Belgium 

Belgian corporate taxpayers receive a special tax exemption for recruiting personnel with 
export-relat~:d functions. 
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FOR IMMEDIATE RELEASE Contact: Jay Ziegler 
Friday, May :~t 1998 Helaine Klasky 

202) 395-3230 

USTR Pursues WTO Case Against Mexico on High Fructose Corn Syrup 

United States Trade Representative Charlene Barshefskyannounced today that the United States is 

invoking the dispute settlement procedures of the World Trade Organization (WTO) to challenge 

an action taken by Mexico to limit Mexican imports of high fructose com syrup (HFCS) -- a 

sweetener widely used in soft drink:s and other products. 


"Mexicots antidumping action does not pass muster under WTO rules," said Ambassador 

Barshefsky, "and we believe a WTO panel would agree." The United States is challenging several ,., ... 

~spects of Me:{ico's antidumping determination on HFCS grades 42 and 55 from the United. States, 

alleging that Mexico violated th~WTO Antidumping Agreement. Ambassador Barshefskyalso 

stated "Mexico's actions on fructos.e are deeply disturbing and its final determination violated the 

WTO Antidumping Agn~ement in anumb~rofimportant respects."·· . 


The Mexican National Chamber of Sugar and Alcohol Industries, an association of sugar producers. 

in Mexico, filt:d a petition against imports ofHFCS from the United States on January 14, 1997. 

On February 27, 1997, the Mexican Secretariat of Commerce and Industrial Development 

(SECOFI) published a notice initiating an antidumping investigation. SECOFI's preliminary 

affirmative determination of dumping and threat of material injury was published on June 25, 1997 

and the United States and Mexico held WTO consultations a first time regarding SECOFI's actions 

on October 8, 1997. On January 23, 1998, Mexico published its final determination finding that 

imports ofHFCS from the United States are dumped and are threatening the Mexican sugar 

industry with material injury. The final dumping margins ranged from $63.75 to $100.60 per 

metric ton for Grade 42 HFCS and $55.37 to $175.50 per metric ton for Grade 55 HFCS. 


The firststep in the WTO dispute settlement process is to request consultations, which must be 

held within 30 days. Ifamutually satisfactory solution is not reached 'within 60 days after 

requesting consultations, the matter may be referred to a panel for review. ·Panels are generally 

expected to conclude their work within six to nine months. 
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FOR IMMEDIATE RELEASE Contact: Jay Ziegler 
Tuesday, May 12, 1998 Helaine Klasky 

(202) 395-3230 

USTR ANNOUNCES ALLOCATION OF THE 200,000 METRIC TON. 

INCREASE IN ;fHE AMOUNT AVAILABLE UNDER 

THE RAW CANE SUGAR TARIFF-RATE QUOTA 


United States Trade Representative Charlene Barshefsky today announced the coumry-by,"colJntry· 
allocations for the 200,000 metric ton (220,462 short ton) increase in the amount available under the 
ravr cane sugar tariff-rate quota for Fiscal Year 1998. This allocation is based on . the countries' . 
. historical trade to the United States: . , 

The 200,000 m{:tric ton increase in the amount available for the raw cane sugar tariff-rate quota is ' 
being allocated to the following countries in metric tons, raw value: 

Current New 
FY 1998 Additional FY 1998 

Country Allocation Allocation Allocation 

Argentina 56,832 8,731 . 65,563 
Australia 109,699 16,853 126,552 
Barbados 7,830 0 7,830 
Belize 14,538 2,234 16,772 


. Bolivia 10,573 1;624 12,198 

Brazil 191,642 29,442 . 221,084 

Colombia 31,720 4,873 36,593 

Congo 7,258 0 7,258 

Cote d'Ivoire 7,258 0 7,258 

Costa Rica 19,825 3,046 22,871 

Dominican Republic 232,614 35,736 268,350 

Ecuador 14,538 2,234 16,772 

El Salvador 34,363 5,279 39,643 
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Fiji 11,895 1,827 13,722 
Gabon 7,258 0 7,258 
Guatemala 63,440 9,746 73,186 
Guyana 15,860 2,437 18,297 
Haiti 7,258 0 7,258 
HondUras 13,217 2,030 15,247 
India 10,573 1,624 12,198 
Jamaica 14,538 2,234. 16,772 
Madagascar 7,258 0 7,258 
Malawi 13,217 2,030 15,247 
Mauritius 15,860 2,437 18,297 
Mexico . 25,000 0 25,000 
Mozambique 17,182 2,640 19,821 
Nicaragua 27,755 4,264 32,019 
Panama 38,328 5,888 44,217 
Papua New Guinea 7,258' 0 7,258 
Paraguay 7,258 0 7,258 
Peru 54,189 8,325 62,513 
Philippines 178,426 27,411 205,837 . 
South Africa 30,398 . 4,670 35,069, 
St. Kitts & Nevis 7,258 0 7,258 
Swaziland 21,147 3,249' 24,395' 

,"- Taiwari . 15,860 2,437 18,297 . 
Thaihirid 18,503 2,843 21;346 
Trinidad-Tobago 9,252 1,421 10,673 ' :. --', 

Uruguay 7,258 0 7,258.n 

Zimbabwe 15.860 2.437 18,297 

Total 1,400,000 200,000 1,600,000 

Allocations to countries thatare net importers ofsugar are conditioned on receiptof the I 
appropriate veriJ1cations. 

Conversion factor: 1 metric ton = 1.10231125 short tons 
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THE WHITE HOUSE 

Office of the Press Secretary 
(Birmingham. England) 

FOR IMMED,IATE RELEASE CONTACT: Jay Ziegler 
May 15.1998 HeJaine Klasky 

(202) 395- 3230 

U.S.-JAPAN INITIATIVE DELIVERS PROGRESS ON DEREGULATION 

U.S. Trade Representative Charlene Barshefsky today described measUres under the first year of 
the U.S.-Japan Enhanced Initiative on Deregulation and Competition Policy (Enhanced Initiative), 
as "an important stl!P that must be ,followed by continuous efforts in deregulation and market­
opening reforms." The initiative focused initially on four primary areas ~ telecommunications; 
housing, fmancial services, and medical devices and pharmaceuticals - selected because of their 
economic importance and because 'of the global competitiveness ofU.S. companies in these' 
sectors. 

.. :.':':"The course we have set is not only beneficial for U.S. exporters and workers, but for Japanese 
consumers who pay among the highest prices in the world for goods and services," Ambassador::". " " j • . ". ", 

Barshefsky noted. "Urgent and ambitious deregulatory reforms are an essential element toward ," .. 

achieving sustained demand-led growth in Japan." ' 

The Enhanced Initiative, agreed to by President Clinton and Prime Minister Hashimoto in June 
1997 at the Denver G-8 Summit, established a bilateral forum to address deregulation and market 
access issues in Japan. In addition to sector-specific objectives, the initiative addresses critical 
structural issues of competition policy, distribution, transparency and other government practices. 
A joint U.S.-Japan report issued today details the deregulatory measures the Japanese 
Government will undertake in each of these areas. 

"We are addressing such cross-cutting issues as distribution --the ability to sell goods and services 
directly and competitively to Japanese consumers -- and bringing greater transparency to the 
regulatory proces8 in Japan toward delivering market-opening benefits across mUltiple sectors. 
Continued progress in these areas is critical in achieving an open and competitive environment in 
Japan," Ambassador Barshefsky noted. 

Ambassador Barsb.efsky continued, "Opening Japan's market has been a top priority of the Clinton 
Administration since 1993. I am pleased with the steps Japan has taken to deregulate and open its. 
economy in a nunlber of sectors under the new initiative. These actions now must be followed by 



further meaningful reform in these and other sectors. We have launched reforms across dynamic 
and growing areas of the Japanese economy." 

ijighlights ofthe deregulation package under the Enhanced Initiative include the following 
developments: 

In the telecommunications sector, Japan will reduce fees charged to connect calls to Japanese 
customers that will allow U.S. firms to compete in this sector and provide service to local and 
long-distance customers. In addition, Japan has liberalized international services, spurring the 
entry of numerous new service providers and triggering a dramatic reduction in the cost of : 
international phone calls to and from Japan. U.S. suppliers are expected to be major new 
competitors in this $80 billion telecom services market. 

Japan also agreed to more than double the number of channels that satellite broadcasters can 
provide. This change will save new U.S. service suppliers millions of dollars and allow them to 

, offer the kind of inr:tovative, consumer-oriented program packaging in Japan that has made them 
global leaders. . 

Among deregulation measures in housing, Japan has agreed to adopt modem, internationally-
accepted standards for housing construction and imported building materials. Earlymarket-. ~ ... 

, .opening efforts have focused on ,the $38 billion Japanese ~ooden building materials markei:,of , 
which U.S.' firms su.pplied $2.5 billion in 1997. These changes will significantly.enhance: ', .. 
opportunities for U$. firms in the world's second largest housing market. Tariffelimination on 
wood products is a central objective of a parallel market-opening effort within APEC this year. 

In the medicaLdeviceslpharmaceuticals sector, Japan will accelerate approval ofnew medicaL 
devices and pharmaceuticals, which will enable U.S. firms to expand their sales through:faster· 
introduction of innovative and cost-effective products. U.S. companies have a 12% share of, 
Japan's $60 billion pharmaceuticals market, and more than a 25% share of the medical device 
marketplace. 

In the fmancial services sector, Japan has agreed to further open the market for securities 
derivatives, promote a market in asset-backed securities, and expand the scope of bank and 
securities activities available in the market. Further opening of the fmandal services sector will 
allow the introduction ofnew and innovative fmancial products that will both improve the 
efficiency of Japanese capital markets and provide innovative U~S. firms greater competitive 
opportunities. 

In terms of distribution reforms, Japan will repeal the Large Scale Retail Store Law, which will 

significantly ease restrictions an U.S. companies opening and operating large stores in Japan and 

improve access for a wide variety ofU.S. consumer products. Ambassador Barshefsky not~d, 


"We will be closely monitoring the local application of the new law to ensure that there is genuine 

reform." 




, 
In the area of compt:tition policy, Japan has agreed to promote competition through more 
vigorous monitoring and enforcement of top Japanese firms, compliance with antitrust laws. ,An 
antitrust compliance review will look at the practices of more than 2,000 companies, and the 
Government of Japan has agreed to conduct follow-up surveys in sectors where serious anti­
competitive practices have been identified, including film and glass. 

To enhance transparency, Japan has pledged to reveal bureaucratic regulatory decisions to public 
scrutiny. This will provide U.S. firms with greater access to information and ease the 
extraordinary burdens imposed by the Japanese administrative system. 

"The Clinton Administration intends to build on what we have achieved over the past year in 
order to further open the Japanese market," Ambassador Barshefsky said. "We have a wide range 
of issues on our den!gulatory agenda, including closely monitoring Japanese implementation of . 
the deregulation measures agreed to in Birmingham and expanding the scope of deregulatory 
actions." 

Ambassador Barshefsky noted that the U.S. and Japan will expand the sectoral deregulation 
agenda to include energy production and'transmission, a heavily regulated area where U.S. firms 
are highly competitive. As Japan undertakes efforts to reform its $150 billion energy sector, U.S. 

; .deregulation objectives will focus on bringing Japanese inspection, testing, and standards into . 
••. ! . conformity with international norms and practices. . 

nThe bottom-line is that significant deregulatory reform in Japan will yield important new 
. commercial oppom;mities for American exporters and stimulate growth in Japan," Barshefsky 
added. 

'. ,.' :·;.'r~.·:...., 

; Attached is a fact sheet describing the benefits of the deregulation measures contained in the joint" 
report released today. ; 
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U.S.-Japan Enhanced Initiative on Deregulation 
and Competition Policy 

FACT SHEET 

The following highlights the progress made during the first year of the U.S.-Japan Enhanced 
Initiative on Deregulation and Competition Policy, as announced in a joint report issued by 
President Clinton and Prime Minister Hashimoto today. 

Telecommunications 

Over-regulation and restrictive practices by Japan's incumbent telecommunications carriers h~ve 
stifled competition afld slowed !growth in Japan's $128 billion telecommunications and 
broadcasting services market. As a result, Japan's telephone rates are among the highest in the 
OECD. 

Under the Enhanced Initiative, Japan agreed to adopt a new regime to lower the rates that 
'. te1ec011).munications'carriers must pay to connect to Japan's local telecommunications·network:(: •• '~, i.. : l~ " . 

, (reduction in intt?rconnectionrates). When implemented at the target date of the,yeai:2000;the' 
,long run incremental cost methodology (LRIC) which eliminates unjustified cos'ts;f~om :' '. :;';'.'; 

"'," ;::intercoimectio,llwiq dramatically increase competitive opportunities. Prior to implerrientation:6f i' 

,;'.LRIC, <1apan:coJ11mitted to reducing interconnection rates as much as po~sible,which should.::: , 
increase competitive conditions. ',\., :,: ""',\;,;, 

....., .;-- : . 

Japamhas also agreed to: introduce measures to facilitate access to land and physicaLfacilities such:, ,; ' .. ', 
as roads that new companies need to construct their own networks. In addition, the Japanese , , 
Government has agreed to liberalize its international services market by permitting companies to 
provide alternatives to traditional international service. These steps will reduce the huge fees U.S. 
carriers now pay to Japanese carriers, encourage new entrants into the Japanese market, and 
result in hundreds of millions of dollars of additional services and equip~ent sales in this sector 
over the next few years: ' ' 

Japan has also relaxed restrictions in its satellite services market, permitting a more than doubling 
of the number of chatmels broadcasters can provide to Japanese consumers. Measures taken will 
save service providen; in this market millions of dollars, and permit them to offer the innovative, 
consumer-oriented packaging which is transforming distribution of pay TV satellite services '. 
worldwide. 

Japan will. simplify a variety of standard procedures required to enter and operate throughout this 
sector, allow customer rates to be set freely, and give faster, less costly approval for wireless' 
equipment. In addition, Japan will eliminate foreign investment restrictions in K~kusai Denwa 
Denshin (KDD), its $3 billion international carrier. 



, " 

The United States is a global leader in forest products and building materials exports, but 
Japanese regulatory measures and other barriers have severely restricted U.S. access to Japan's 
$140 billion building materials market. Under the Enhanced initiative, U.S. and Japanese experts 
have focused on the $38 billion wooden building materials market, of which U.S. firms supplied 
$2.5 billion in products in 1997. To address a~verse regulatory barriers and other concerns, 
Japan has agreed to reform its Building Standards Law. Under the revised system, outdated'; 
product specifications will be eliminated and builders and architects 'will' be, able to freely choose 
the materials used in the construction of a home, as long as specified structural requirements' are 
performance-based rather than design-based. 

In addition, new standards and product testing requirements will be brought into line with 
international norms, and compatible with U.S. practices. Japan will abolish the prohibition on ' , 
three-story 2x4 consiruction in urban residential housing areas. This American-style construCtion, 
which accounts for dilly about 7% of Japan's 1.4 million annual residential housing starts, 
performed better thml traditional Japanese post and beam housing in the recent Kobe earthquake. 
To facilitate this increasingly-popular construction style, Japan will recognize U.S. lumber 
grademarks, removing the requirement that U.S. lumber be recertified by a Japanese grading ", 

",4>,,'0',\;' ..\ ' Jorganization~ "".; 

,,' ~;r;h~se:deregulatory,measures, which will be implemented over(thenexNwo:years;:wiU,' further :" , 
'I' !;OpcriJapan's market to U.S. building materials and wood produCts manUfactiIrer~~~'!Japan~sQvenill ", " 
",:;' ,.'~ ~ i.l :~;; . ~ e£fortsto eliminate discriminatory standards arid regulations in·this se~tori shouldl:result in: ,!., :', i. ~, 

;'c r ·f;, "approximately $1 billion of additional sales for American companies. 'At the same time, these 
, ':":.: ;:,,' :effortswill benefit Japanese consumers by making available morediverse,affordable;;and,safer.: 

\: \;'j:";tl;;,. ; housing;,., '. '..,'" ': 

"" 

Elimination 'of tariffs in this sector would complement these deregulation efforts' by further cutting 
housing costs and opening markets. The APEC sectoral agenda, i~cluding wood tariffs ; 
elimination, is the focus of market-opening action this year. 

Medical Devices/Pharmaceuticals 

Japan's over-regulation of medical devices and pharmaceuticals has hindered the introduction of 
innovative, cost-effedive American products into Japan's market, and kept many Japanese 
patients from receiving po~ential life-saving treatments, 

Under the Enhanced Initiative, within two years, Japan will cut the approval period Jor new drugs 
by one-third, from 18 months to 12 months. This measure will allow the introduction of new 
medicines in Japan on a more timely basis whjch will benefit both Japanese consumers and U.S. 
manufacturers. American firms which currently have a 12-percent share ofJapan's $60 billion 
pharmaceuticals market, stand to reap substantial benefits from a faster drug approval process. 
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Japan will greatly expand the acceptance of foreign clinical data in its approval of new medical 
devices and pharmaceuticals, which will significantly reduce the time and experise U.S. firms must 
devote to new product testing and approvals. U.S. medical device firms currently sell over $5.5 
billion of equipment in Japan's $20 billion medical device market each year. Faster introduction of 
innovative products means increased revenues for American firms. 

Further, as it formulates health care reforms, Japan has agreed to place a higher priority on the 
introduction of innovative products to contain costs and improve health care. This action will 
facilitate the prompt introduction of innovative, cost-effective products for Japanese patients by 
U.S. firms, which are leaders in cutting-edge technologies in this sector. 

Financial Services 

Japan's pool of individual and institution~l savings - valued at some $10 trillion -- is the largest 
outside the United States. The Japanese, Government's proposed "Big Bang" liberalization of its 
financial services industry, (which built upon the undertakings in the U.S.-Japan 1995 Agreement 
on Measures Regarding Financial Services), should substantially improve the ability of foreign 
financial se,rvices providers ~o reach customers in most segments of the Japanese financial system. 

:Among. the.important measures being taken under the "Big Bang!,',initiatj:veare thdibc;:ralization 
of: securities derivatives, easing the registration process for new. securities·, companies;, the" : 
promotion of a more vigorous asset-backed securities marke.t,'and.a sharp'expansion in the scope 
0ffinanciaLactiv~ties arid products allowed to'b'anksand securitiesfirms;~illchiding investinent' 
trust (mutual fund) products. In addition, stock options have:been"-introduced,and brokerage 
commissions are to be fully liberalized. The April 1 revision of the Foreign Exchange : " 
.Law is also expected to ease capital flows and accesstoforeignexcharige'I;'~'",:" '" 

. t; -\ .. \ '.;: 

·,.Whileseeking additional specific rule changes, the United'Statesis-encouragingJheifull program 
of liberalization be carried out within or before the proposed ,schedule;'and that the implementing 
regulations and ordin.mces be developed 'in a clear and transparent manner with provisions for 
public comment. 

Distribution 

Barriers to distribution in Japan have been central to the market access problems encountered by 
U.S. firms in many sectors, including glass, paper, and film. The Large Scale Retail Store Law 
(LSRSL) has been a significant impediment to the establishment, operation, and expansion of 
large retail stores. Under the law, gairung approval for construction of a new large store was 
lengthy and uncertain, and stores were often given strict limits on floor space, operating hours; 
and number of days the store could be open. Japan has agreed to abolish the LSRSL. Its 
replacement will limit the ability of local governments to restrict the opening and expansion of 
stores based only on such factors as traffic and noise. A smooth transition to the new pro­
competitive regime will continue to be an important issue for discussion under the Enhanced 
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Initiative. 

Japan is also undertaking significant measures to expedite customs clearance processing, which 
has been slow and cumbersome by international, standards, raising costs for U.S. exporters and 
Japanese consumers. Japan has introduced a computerized system linking the Customs Agency 
with other agencies, and new or expanded pre-arrival and clearance-upon-arrival procedures. 
Continued reforms in this sector will be the subject offutur~ regulatory discussions. 

Competition Policy 

The absence of vigorous competition in many sectors of Japan's economy has led to artificially 
high prices, low foreign investment, and severely restricted,market access in many sectors where 
U.S. firms are globally competitive. Under the Enhanced Initiative, the Japanese Government will 
take specific steps to promote competition. The Japan Fair Trade Commission (JFTC) has agreed 
for the first time to survey Japan's top 2,000 firms to assess their Antimonopoly Law compliance 
programs as part of its effort to more vigorously enforce its antitrust laws. The JFTC also has 
agreed to begin following up on its industry ,surveys to ensure that firms take appropriate actions 
to correct practices about which the JFTC has raised concerns, including the film and glass 

, sectors. The JFTC also will monitor Japanese manufacturers to ensure that they do not restrict 
'~1' "(I" '): 'c,:",}foreign competition by threatening retaliationagainst,distributon;'who handle imported products, 

~,a long-standing market access impediment: c' • " ',",' ,,' " 
,., ,..~ . ~"" 

• _,i:..:,. ";.: _.:' b"" : 


t.' "'<Legal Services 

. ~i): 

The Japanese Diet ha.s passed legislation that will 'reduce restrictions on foreign lawyers in Japan. 
, iIn particular, the new law will reduce thdength of:experiencerequired-of foreign lawyers before 

they are allowed to register as foreign legal consultantsin'Japan (from five years to three years) 
and allow a foreign lawyer to count the time he spent practicing his home country's law in a third 
country toward meeting the experience required to register as a foreign legal consultant in Japan. 
Further,Japan has agreed to liberalize the ability of a foreign legal consultant to practice third 
country law in Japan, with written advice frot:n foreign lawyers qualified in that third country. 

Transparency and Other Government Practices 

The Japanese Government is taking measures to increase the transparency of, and to reduce the 
burdens imposed by its administrative system. For example, the Japanese government is 
simplifying and accelerating the application process for licenses, permits, and other permits 
needed to do business in Japan, which have impeded the ability ofU.S. firms to operate in the 
Japanese market. 

Implementation of public notice and'comment procedures, which historically have been developed 
in a"black box" to which only insiders have access, will be an important agenda item in future 
discussions under the Enhanced Initiative. Unlike the U.S. system which requires agencies to 
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provide a notice and comment process for new regulations, under Japan's system, Japanese 
ministries are under no obligation to do so. ­

Energy 

Japan is beginning to deregulate its $150 billion energy sector with the aim of reducing energy 
costs, which are among the highest in the industrialized world. The United States will-work with 
Japan to address deregulation issues in the energy sector iil a new experts group established under 
the Enhanced Initiative. In this forum, the United States will seek to enhance opportunities for 
U.S. firms, which an~ globally competitive in this sector, through the elimination of regulatory 
barriers. These barriers include burdensome regulations regarding inspection, testing, and ' 
replacement of equipment; limitations on the activities of energy serVice providers; the use of 
narrow, technical standards rather than performance-based standards; the lack of harmonization 
standards in Japan; and other costly and unnecessary regulations that discourage U.S: firms from 
entering the energy market. The first meeting of the experts group will occur this summer. 

- . - " 

: .~~ " 

:. ,:,; '",.,." 

.. " " ) :~ 
~',-.: ',~'" ;': . .. 

':'" 

.. ~~ ~. " ­

t' ~ . ~:, 
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FIRST JOINT STATUS REPORT ON THE U.S.-JAPAN ENHANCED INITIATIVE 
ON DEREGULATION AND COMPETITION POLICY 

MAY 15, 1998 

Since June 1997, the Governments oft~e United States and Japan have been engaged in an 
extensive effort to fiIlfill the objective of the U.S.~Japan Enhanced Initiative on Deregulatiot:J. and 
Competition Policy (Enhanced Initiative) under the U.S.-Japan Framework for a New Economic 
Partnership (Framework) "to conduct a serious exchange,ofviews and to undertake measures, as 
called for in the Framework, to 'address reform of relevant government laws, regulations, and 
guidance which have the effect of substantially impeding market access for competitive goods and 
services,' in order to enhance consumers' interests and to increase efficiency and promote 
economic activity." 

The Enhanced Initiative reflects the strong belief of both governments in the benefits of 
deregulation. The promotion of deregulation and active implementation of competition policy are 
issues of major imI.Jortance to both governments. 

Under the Enhanced;Initiativethe,Govemmentsofthe; United States and Japan have held ,'~, ,: /~'.'1.': . 
meetings of the High-level officials Group:and of five Expert-level Groups: telecommunications, !:~ i. t, ,';,,': 

housing, medical devices/pharmaceuticals; financial services, and the deregulation and competition"" ':;", , 
working group, which addresses.structUral ,issues, including competition policy and distribution, ;',~:",;: .. 
and issues related to,transparency and'government practices. Consistent with the principles of .',; r,J :", :~ \' . 

two-way dialogue and the achievement'oftangible progress, both sides have exchanged vie~s' and, ': '" :> i' • :j 

interests on a wide variety of.dereguhition'items and ,each has provided clarifications on the : ;,,:, ,~;:<i,:::":" 
progress made on its side. ASipartofthat effort, the:Government of the United States provided a '. ".~ '1' 

submission to the Government of Japan regarding deregulation, competition policy, transparency'''' :: 
and other government practices in November 1997. The Government of Japan has also raised 
regulatory issues of interest with the Government of the United States. 

The Government of Japan has undertaken a series of deregulatory measures, the latest and the 
most significant b(!ing the new three-year program for the promotion of deregulation decided by 
the cabinet on March 31, 1998, based on the extensive hearings of both domestic and foreign 
requests. The salient Japanese deregulatory and other measures that relate to the dialogue under 
the Enhanced Initiative are set out in this report. ' . 

The Government of the United States welcomed the progress made through effo~s by the 
Government of Japan. ,At the same time, the Government of the United States encouraged 
continued efforts by the Government of Japan to promptly address outstanding U.S. proposals 
contained in the Government of the United States' November 1997 submission. 

The Government of the United States provided explanations of the U.S. items of interest to the 



Government of Japan. Those. items are set out in this report. The Government ofJapan 

encouraged the Government of the United States to actively address these issues. 


The Governments ofthe United States and Japan share the view, as discussed under the Enhanced 

Initiative, that these measures will improve market access for competitive goods and services, 

enhance consumers! interests, increase efficiency and promote economic activity. Consistent with 

international obligations, the measures undertaken under the Enhanced Initiative will provide 

nondiscriminatory treatment to foreign goods and services. 


Both governments reaffirmed their determination to further promote deregulation and to continue 

dialogue under the Enhanced Initiative, including considering new issues. Recognizing the 

importance of broad-based deregulation in fostering competition, and that the energy sector is 

closely related to eilergy security and the global environmerit, the two governments will address 

deregulation matters under the Enhanced Initiative ill an expert-level group to be established 

under the existing Japan-United States Energy Working Group. This expert-level group will be 

co-chaired by the Ministry of Foreign Affairs and the Ministry of International Trade and Iridustry 

for the Government of Japan and chaired by the United States Trade Representative for the 

Government of the United States. ' 


The two governments~recognize·,thatirnplementation of the measures identified in this Report:<is:'.t, '/i,c' , ','~'r:,'c~'J1;;f'~ 


an ongoing,process.and in many cases will require reform of relevant government laws, " :!.,: 


regulations, andguidarice. ;:~Urtdef, the Enhanced IniVative, the two governments, upon the reque.st' 

of either gov~rnmt:nt; will meet;at a rimtually convenient time to address these measures; and will ' 

work closely together,to ensure that these measures contribute to fulfilling the objective lof the :;: 
 '.,"1' 

Enhanced:Initiative, " , ~l', ,.;I:;~~ .. ) 
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DEREGULATION AND OTHER MEASURES BY THE GOVERNMENT OF JAPAN 
UNDER THE ENHANCED INITIATIVE' 

A. 	 Housing 

1. 	 Amendment of the Building Standards Law,to introduce performance-based~codes and a 
centralized evaluation system for new building materials by FY 2000 and to implement by 
FY 1999 upgraded and efficient building confirmation and inspection procedures, and newly 
simplified pelformance-based procedures to be implemented in FY 2000 for three-story, 
multi-family wood housing and certain commercial and mixed use wood buildings in quasi­
fire protection districts (legislation submitted in the current session of the Diet). 

,2. 	 Announcement of basic ideas on how to implement regulations related to the amended 

Building Standards Law to the parties concerned at the stage ofits preparation over a two­

year period beginning in June 1998. 


3. Introduction and promotion of procedures for approval ofthree-story, multi-family wood 
:""i'j.:: housingcand.;eertain commercial and mixed used wood buildings inqu'asi-:fire:protection, :i""<;;f'.{" ,( , : 

',; ( , ' districts'impleIpented beginning in August 1997., ;';.;",' ,;';; .1>;-';' :·f~ " 
,'.,1, 	 "n, 

"',' ·;'4. 	 Iinplementationcif the.testing methods and procedures for 2x4 construction, includi'ng ~ . \};:.>~.: 
passtfail testing ,procedures; based on international and North American .practices beginning~ 
in May 1998,· ; [II,',.,,, ! ,,',. '. l. i 

i.. 

5. ,Recognition ofAmerican Standards Lumber Committee (ASLC) and Western.Wood'''ii . ,,~. 

, Products:(WWPA) grademarks for machine stress rated lumber announced in Februmy 	 -. 
1998, and re,~ognition of ALSC and WWPA grademarks for fmger-jointed lumber tO'be 
announced in May 1998. 

6. 	 Work toward recognition of the Underwriters' Laboratories as a fire testing laboratory for 

vari0lls fire preventative building materials .. 


7. 	 Conclusion lhat the cordless nailer (IM350/90CTQ) does not fall within the definition of 

"firearms" in the Firearms and Swords Control Law in March 1998. 


8. 	 Continue ongoing dialogue on recognition of U.S. nails and nailing systems. 

9. 	 Continue ongoing dialogue on market access and standards-related issues in the housing 
sector, including detailed and timely review of measures to implement the amended Building . 
Standards Law. 
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10. 	 A revised Japanese AgricultUral Standards (JAS) for structural plywood, emphasizing' . 
performance-based standards, including board strength, will be introduced during FY 1998. 

B. Telecoinmunications 

1. 	 Interconnection 

(I) 	 Recommendation on methods for realizing number portability will be issued in FY 
1998 based on a study conducted by experts. 

(2) 	 Recommendation on the streamlining of the way to conclude interconnection 
agreements among more than two companies will be issued in FY 1998 based on a 
. study ~onducted by experts. 

(3) 	 The Govemment of Japan intends to submit a bill necessary to amend the 
Telecommunications Business Law (TBL) to the ordinary session of the Diet in the 
Spring of 2000 ill order to implement long-run incremental cost methodology 
(LR1C) as early as possible. Once the bill is passed, the Government ofJapan will 
expedite necessary procedures (e.g., the issuance of ministerial ordinanc'es and .. 

: l~ :,;rr approval ofinterconnection tariffs) so as to implement LRIC .at ·the'.earliest· 'i, 

::(,S';:· .....:,J;'c.: • ;\::ci "U' possible date. Provided that all due procedures are completed expeditiously,,·;'.LRJC " .. ;;p;; 

[ , " . ·;.i.. will be implemented in CY 2000. In this process; due consideration will: be paid~to 
e ri:; ti; . ~~ '.;:;,; ensuring that the implementation ofLRIC would cause no disruption ofprovision' 
~~< (.' ;t .": .:;.') ':( .c: ofuniversal service and that it would not prove destruCtive ~o endmseuates :and'.' 

{<\. : .;'" business operations of incumbent local exchange carriers. Prior to the introduction ...', , 
"i';:';-' : I': ofLRIC-based rates, the'Government of Japan will, within the 'scope.of. its existing, " 

f.";:;~ .7, : authority, promote the reduction of interconnection rates as .much· as possible. . "{ 'J 

2. 	 Eommunications Satellite Digital Broadcasting 

(1) 	 Relaxation .of restrictions on the multiple ownership of channels for 

Corr'tmunicationsSatellite Digital Broadcasting services in March 1998. 


, 
(2) 	 Permission for statistical multiplexing between CS digital broadcasting~consignors 

by the end of 1998. 

(3) 	 Elinlination of the full cost principle applied for the notification system orcs 
broadcasting transponder rates, expected to be implemented around June 1998. 

3. 	 International Simple Resale (Ko-Sen-Ko); Liberalization of international simple resale, 

implemented since December 22, 1997. 


4. 	 Foreign Investmi:mt Restrictions in KDD: Elimination offoreign investment restrictions in 
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KDD (law to be promulgated in May 1998). 

5. 	 The 1qO-Destination Rule: Elimination of restriction oil. international transit services (the 100 
destination rule) by June 1998. 

6. 	 Licensing and Tariffs Procedures 

(1) 	 Introduction of legislation permitting tariffs on notification basis (law to be 
promulgated in May 1998). 

(2) 	 Permission for Type II telecommunications earners to establish access line facilities 
that will connect single user facilities (law to be promulgated in May 1998). 

(3) 	 Narrowing the scope of Special Type II telecommunications businesses (law to be 
promulgated in May 1998). ' 

(4) 	 Introduction of measures to prevent predatory pricing (law to be promulgated in May 
1998). 

C,',":, 7;,,;':,:',",;; ,:,,~,:,7 . .: Ministry of Posts and Telecommunications' (MPT) Notice andCommenL,:i 
: 'j: ;Procedures: Voluntary implementation by the MPT of a ,notice and'L"':';' d. 

~,:t .j ;':, ~~', ,comment.process for major regulatory changes. ' " . '. ',' ;' 
. ;: 

" ."; , ..•.' ..~ :. I 

>, ,f.;' ~; ,I ;; ;;",8.,:: 'c:ATVServic:es: Conclusion ofa study by the:end of, I 998;on'restrictions,onforeign : l!};' 

'," j;'" :,',.':~\.'!, iinvestmentfor cable television operators with a view toward their removaL, : ~ 

9.':Testing and Certifications 

(1) 	 Simplification of application procedures for testing and approval of the Radio 
Equipment Testing and Approval Association (MKK) from September 16, 1997. 

(2) 	 Simpj.ification of MKK technical standard compliance certification from December 
25, 1997. 

(3) 	 Simplification ofpermission procedures for cable television facilities installation 
from April 1998. 

(4) 	 Simp1ification of certifications of conformity with technical standards for radio 
equipment (law to be promulgated in May 1998). 

(5) 	 Simplification of compliance approval with technical conditions for 
telec()mmunications terminal equipment (law to be promulgated in May 1998). 
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10. 	 Rights of Way: Completion ofa study by the,end of 1998 on current conditions in Japan 
governing aCCt;:ss to poles, conduits, ducts an,d rights-of-ways, with a view to proposing 
measures to inlprove the ability of CATV companies and telecommunications carriers to 
obtain timely, nondiscriminatory and transparent access to such resources. 

C. 	 Medical Devic:es/Pharmaceuticals 

1. 	 Greatly expanded acceptance of foreign clinical testdata for approval ofnew medical devices, 
by interpreting the March 1997, Ministry, of Health and Welfare (MHW) directive as broadly 
as possible. 

2. 	 Recognize the value of innovation ofpharmaceuticals and medical devices, so as not to impede ' 
the'introduction of innovative products which bring more effective and more cost-effective 
treatments to patients. 

3. 	 In order to ensure transparency in the consideration of health care policies, allow foreign 
pharmaceutical and medical device' manufacturetsmeaningful opportunities to state their 
opinions' i~ the relevant Councils on an equal basis with Japanese manufacturers, and provide 
them on their)'equest, with opportunities to exchange views with MHW officials at all levels. 

,) " 

,! . 4." ':: -Shorten the approval processing period for new drug applications,to 12,months by,Apri12000, 
'., with steady and continuous improvement between now ' and then, and.to further speed the 

,. •• , ' introduction, of innovative new pharmaceuticals,' significant! y ! shorten approval times, 
': -"particularly for priority drugs. ;" "", .,c; ;:' "i' '.:"'~>.'." 

,;,;, :, 	 ; 5. Expand accept~nce of foreign clinical test data for pharinaceuticals through the: 
:' ; ,.,' ,;'" 	 incorporation of International Conference on Harmonization guidelines ;into Japanese 

domestic regulations by August 1998, and use an' acceptance process that is transparent and 
avoids inappropriate delays. ' 

6. 	 Develop as soon as possible streamliI).ed and trarisparent procedures for the prompt creation 
of new functional reimbursement categories for medical devices within a specified period 'of 
time considering the views of interested manufacturers, clinical experts, and others, subject 
to the approval of Central Social Insurance Medical Council (Chuikyo). 

D. Financial Services 

An extensive program of liberalization of financial serVices, extending until 2001, is being 
implemented according to the schedule set down in June 1997, and legislation to implement a 
significant part of the remaining program has been submitted to the Diet. The United States' 
welcomed the progress made, and the Japanese intention to carry out the full program of 
liberalization within the proposed schedule. 
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1. 	 Lifting of the ban on issuance of subordinated bonds by commercial banks (June 30, 1997). 

2. 	 Liberalization of intermediation of unlisted and unregistered equities by securities 

companies (July 1, 1997). 


3. 	 Introduction of options on individual stocks in the Tokyo Stock Exchange and the Osaka 
Stock Exchange (July 18, i 997). 

4. 	 Introduction of general securities, accounts (similar to cash management account in the 

U.S.) (October 1, 1997). 


5. 	 Widening t~e scope of business activities for subsidiaries of financial institutions (October 
1, 1997). Securities subsidiaries of hanks are allowed to engage in secondary market 
business for equity related bonds and transactions related to stock index futures and options 
(excluding those that may require delivery of the underlying shares). Trust bank ,t 

subsidiaries of securities firms are allowed to engage in loan trust, speCified money trusts 
(tokkin) and directed money trust for separate investment (shiteitan). 

;: 6. Introduction of an off-hour trading system for block and basket trading in the Tokyo Stock 
Exchange (November 14, 1997). ,O'}!;"~',;"}'~"';'.:": .'.),,_, .,.;"'., " 

. ,';.. ' '" . 
•-1., ... 

Introduction of direct over-the-counter sales: ofinvestment trusts by :securities investment 
trust companil;!s on the premises ofbanksjand other fmancial institutions (December 1, 
1997). , :~;", ',< .,',>"-;',';, " 

Lifting of the ban on financial holding companies.(March:.:ll, J 998)._. .' 

Liberalization, in principle, of cross-border capitaUransactions, as the revised Foreignl, 
Exchange and Foreign Trade Law came into effect. (April 1, 1998). 

10. 	 Liberalizing brokerage commissions or the portion of a transaction in excess of yen 50 
rriillion (April 1, 1998). ' 

11. 	 Abolition of the obligation for member insurers to use premium rates calculated by the 
rating organii:ations (under deliberation in the current session of the Diet and expected to be 
implemented on July 1, 1998). 

12. 	 Promoting transaction of assets through establishing a system for securitization ofassets via 
special purpose companies (Spes) (under deliberation in the current session of the Diet and 
expected to bt;! implemented on September 1, 1998). 

13. 	 Introduction of new investment trust products such as company-type investment trusts and 
privately-placed investment trusts. (Under deliberation in the current session of the Diet and 
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expected to b€: implementeq on December 1, 1998). 

14. 	 Full liberalization of securities derivatives (under deliberation in the current session of:the 
Diet and expected to be implemented on December 1, 1998). 

15. 	 Eliininatio~ of restrictions on the scope of business activities for securities companies i 

(under deliberation in the current session of the.Diet' and expectea to be implemented on 
December 1, 1998). 

16. 	 Switch from a licensing system to a registration system for securities companies(unde~ 
deliberation iTl the current session of the Diet and expected to be jmplemented on De.cc:;mber 
1, 1998). . 

17. 	 Introduction ofproprietary trading systems (under deliberation in the current session of the 
Diet and expected to be implemented on December 1, 1998). 

18. 	 Expansion oflthe scope of business activities for banks (lifting the ban on sales of 
investment trusts, etc.) and for subsidiaries of banks (to full financial related services.): 
(Under delibetation in the current session of the Diet and expected to be implemented on 

:[ 	 December 1, 1998).,;. i\': . , " . :::: " ' 

19. 	 ,Creation of the Securities ;Investor. Protection: Fund, with accompanying measures, such as 
required separation of customer and.proprietary~accounts, to reduce participant risks, and 
creation of the Policy Holders Protection Corporations: (under deliberation in the cUrrent 
session of the Diet and expected to be implemented on December 1, 1998). .j... 

. !"; 	 " . 

20. 	 Req¥irementthat corpor~te financia1'statements and disclosures shoul~ be made primarily 
on a consolidated basis (to be phased in from FY 1998). .' 

21. 	 Elimination of restrictions on the scope of business activities for securities operating 
subsidiaries of banks and trust bank operating subsidiaries of securities companies (expected 
to; be implemented in the 2nd half of FY 1999). ' i 

I 

22. 	 Full liberalization of brokerage commissions (expected to be implemented by the end <?f 
1999). 

23. 	 Mutual entry between the insurance businesses and other financial business areas (expected 
to be implemented by March 200 1). 

24. 	 Allowing investment trust management companies and investmedt advisory companies: to, 
grant discretionary authority to other fund management comp~ies (under deliberation lin 

, the current session of the Diet and expected to be implemented on December 1, 1998). 
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E. ,Distribution 

1. 	 Customs/Import Processing 

(1) 	 Introduced an interagency network system which links the customs clearance 

computer systems with the computer systems of the Ministry of Health and Welfare 

(MHW) and the Ministry of Agriculture, Forestry and Fisheries (RAFF), in order to 

expedite import procedures. , 


(2) 	 To enable swift import clearance, Japan Customs introduced several measures, such 

as expanding pre-arrival review, providing prior classification information by facsimile 

and so-called clearance-upon-arrival through the use of customs clearance system for 

air cargo (Air-NACCS: Nippon Automated Cargo' Clearance System). 


(3) 	 Prior classification information system using e-mail will be established by the end of 

1998. 


(4) 	 Upgrade the customs clearance computer system for maritiIne cargo (Sea-NACCS) 

by the end ofFY 1999: 


a. 	 to enable,'swift import clearan.ce for maritime. cargo with sophisticated linkage 
1" \' 	 ",. 

~ .\ , 	 ,betwl~e,Ii cargo:statusdnformation and import declaration information; and' . 	 \ .. 

:.; '.~' 

b. to enhance the interagency network system: in order to link with the computer ,,":, r·;: ,;: :, 

, 	 systems"of other:agencies.concerned to realize one-stop service on import and ".", " "."" 
export procedures .. : '... , .. , .. ,', ,.,' '\:'''c -'.i 

:. '1 

(5) 	 EDI filing for import-export permits and approvals under.the proyisions of the 

, Foreign Exchange and Foreign Trade Law will be instituted by FY 1999, 


2. 	 Retailing and Services 

(1) 	 Fundamental Changes of Policy Concerning Large Scale Retail Stores: Submission of 

a bill 'to introduce a new legal regime to address current and new concerns involved in , 

the opening and operating of large-scale retail stores. This new legal regime will 

eliminate the use of supply/demand adjustment mechanisms and require local 

governments to apply transparent criteria that are limited to environmental factors, 

e.g., traffic and noise, set out in guidelines issued by the central government T~e 


current Large SCide Retail Store Law will be thereby abolished. 


(2) 	 Liquor: With regard to liquor retail license, the restriction on the number of licenses 

issued per a definite population will steadily bepha~ed out from September 1998, to 

be abolished as of September 1,2003. The restriction on proximity to existing 
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premises will be abolished on September I, 2000. 

3. 	 Transportation 

(I) 	 Trucking Business 

a. 	 Enlal'gement of the operation zones to cover entire regional economic blocs vyill be 
completed during FY 1998; and 

, b. Minimum number of vehicles for a trucking business will be gradually reduced to 
five for every region of the country by FY 2000. 

(2) 	 Requirements for the submission of cost account statements, concerning fees and 

charges for freight forwarding business, will be eased by FY 1998. 


(3) 	 Necessary measures will be taken concerning port transportation business to comply 
with the contents of the [mal Report'submitted by the Administrative Reform 
Committee in December 1997, which included the following points: the abolition of 
the current business licensing system (demand-supply adjustment regulation), to be 
replaced by an approval system; the abolition of the current approval system for 
charges;_to:be,replacedby,a,notificatiop. system; and at the same time, the, 
examination"and imphementation of various measures for ensuring stability of port 
transportation;",;:':: ','-.: " "\~ 

4. 	 Standards, Sp~:cifications andJ2ertification of Vehicles 

(1) 	 The current system for automotive'repair mechanics is beingtreviewed; taking into. i: ';'Y 

account comments and opinions of interested domestic and foreign parties, with ",' 
deregulation as one of the obje~tives. 

(2) 	 Extension of the period of validity ofcompletion inspection certificate from six 
months to nine months (legislation for the revision of the Road Vehicles Act 
submitted to the current session of the Diet). 

F. 	 Competition Policy , 

I, 	 The Japan Fair Trade Commission (JFTC) 

(1) 	 The JFTC reaffirms its commitment to effectiv~ly enforce and strictly 'apply the 
Antimonopoly Act in accordance with relevant guidelines to address anti- : 
competitive practices, including cases where any practices, such as those with 
retaliatory threats, by an influential manufactUr$!r against distributors lead to 
exclusion of its competitors. 
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(2) 	 When the JFTC as part of an economic survey recommends that firms implement 
measures, the JFTC will undertake a follow-up survey to assess whether firms 
have implemented measures recommended by the JFTC and report the results to 

, the pUblic.' I 

2. 	 Budget and R,;!sources: The Government ofJapan will increase JFTC staffby 10 persons and 

its budget by J.l % in FY 1998. 


3. 	 Surveys: The JFTC will: 

(1) 	 Conduct a survey of the Antimonopoly Act compliance programs of the top 2000 
Japane:se finns, with a report to be issued in summer 1998. In this regard, the JFTC 
is prepared to consult with and give advice to firms concerning their compliance 
programs. 

(2) 	 Conduct a follow-up survey of the photographic color film and paper industry to 
assess how firms have addressed the JFTC's suggestions; and 

(3) 	 Conduct a follow~up survey of the flat glass industry to assess how firms have 
'addressed the JFTC's suggestions. '.. ,~' I,.. 

. 4. Private Remedies: :The Government ofJapan established study groups (MITI'in September 
1997and,JFTC in March 1998}toconsider systems to permit private parties to sue for;, ' . 
injunctions,:againstviolationsoflhe Antimonopoly Act with reports to be expected in·.'" 

: ,·Summer.l998and Fall 1998, respeCtively. ;', ,';",' 

5. 	 Exemp~ion'Bystemsofthe'Antimonopoly Act: The Government of Japan ,will submit, 

legislation to the next ordinary'session of the Diet to'abolish or reform exemption systems' 

(including anti-depression cartels and rationalization cartels), based on a March 1998 

cabinet decision. 


6. 	 Deregulation: The JFTC will actively conduct surveys and make necessary proposals 

regarding the business field where entry is restricted by supply-and-demand adjustment 

regulations as well as business fields where entry regulations have been r~laxed. 


7. 	 Bid-rigging: 

(1) 	 The Government of Japan will take necessary measures to secure full compliance with 
section V.6(1) "Conf1l111ation,in Tendering Documents" of the "1994 Action Plan on 
Reform of the Bidding and Contracting Procedures forPublic Works," which requires 
participants in bidding to confirm in tendering documents that they recognize they 
may not engage in practices inconsistent with the Antimonopoly Act, and that they 
are indeed not involved in such practices. 
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(2) 	 To increase transparency in the bidding process, the Governnient of Japan will 
disclose the scheduled price (yotei kakaku) for public works projects after the results 
of the tenders are released. 

G. Legal Services 

The current session of the Diet passed legislation that will: 

1. 	 Reduce the experience required to register as a gaikokuho-jimu-bengoshi (foreign legal 
consultant) from five years to three years, while at the same time reducing the;amountof 
time spent in Japan that would count toward meeting that requirement from two \, ' , ' 

years to one year. 

2. 	 Allow a foreign lawyer to count toward meeting the experience required to register as,a 
, foreign legal consultant, the time spent practicing the law of the lawyer's home jurisdiCtion 

in a third country. ' 

, 	 ' I 

3. 	 Liberalize the ability of a gaikohuhojimu-bengoshi to practice third country law with', 

written advice from foreign lawyers qualified in that third co~ntry. 


, " \,,~ 	

"",' 

,~,; 4., ,'Expandthctpurposeofjoint enterprises between gaikokuho-jimu~fjengoshi and bengeshi', 
:'1:'/; , ,'>.:,with a,:yiew.:to enabling the joint enterprises to provide full legal services throughobt the ':i' 

':;, " entireyrocess inCluding judicial and administrative proceedingsjri cases involving:foreign':,,., 
",)',J;: 	 i'cd ;legal matters. ,-, '. 

;", , . H.' 	 Transparency and Other Government Practices "," 

1:, 	 Public Commerit Procedures '}," 

(1) Reach a conclusion concerning an administrative measure for public comment 
procedures for the introduction, amendment, and abolition of regulations by Spring 
1999. ' . 

,(2) 	 "Central Government Reform Bill" (tentative translation) which provides that the 
Government of Japan shall consider utilizing and establishing a mechanism of 
public comment procedures for the purpose of reflecting public opinions in its 
policy-making process, and thereby ,securing fairness and transparency in the 
proce:ss (legislation submitted to the' current session of the Diet). 

2. 	 Application Process , 

(1) 	 Review the examination standards for the issuance of licenses, permits, and 
approvals with the aim of clarifying, specifying, and quantifying the examination 
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standards while minimizing discretionary factors. 

(2) 	 Simplify and speed up the examination procedures for licensing, permits and 
approvals with measures to be specified by the end of September 1998 and promptly 
implemented. . 

(3) 	 Enforce strictly the Administrative Procedure Law. 

3. 	 Establish a study group to explore means of introducing the use of overall greatest value 
methodology lor procurement bY' local governments, with a view to taking necessary 
measures, including submission of a bill amending the Local Autonomy Law, as 
appropriate, in FY 1999, 

H. 	 Deregulation Entity 

Under the new "Three-Year Program for the Promotion of Deregulation," the Government of 

Japan mandates the Deregulation Cominittee under the Administrative Reform Promotion 

Headquarters which consists of Prime Minister as its chairman and all cabinet ministers to: (1) 

monitor implementation of Japan's deregulation measures decided by the new three-year ': 


. c .. 	 ,'..• i ; deregulation promotion program, and (2) address new deregulation challenges: In,order:to .enable', ,C 

,the 'Comrnittee, to execute these mandates, the Government ofJapan announced·onMay :8, 1998, ':.' r:· 
, \,,:~::\: f::to expand:the:Comq-littee's membership from seven to eleven, and:decided,to strengthen':the " :1, 

':> 'f, 5.~· function.,of its' secretilriat, especially that of conducting research upon the COmn1ittee~s,Teguest ~ 
""! ; ')·.and.cstablished a new research division of about fifteen supportingstaffonMay 11;·; 1998; with a, 

, view to. making the Committee's a~tivities'more efficient. 	 '...'. ,<. . . 
,"~'. ' 

'::;" .' , i. ~. , 	 ";:'\ 

''I ~.t.· .... ... . 
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U.S. ITEMS OF INTEREST TO THE GOVERNMENT OF JAPAN 

1. Structural Issues, Transparency and other Government Practices 
(1) 	 'Buy America Clauses 
(2) 	 Mea'sures under Ocean Shipping Reform Act of 1997 
(3) 	 Maritime Security Program 
(4) 	 Requirements to Transport on U.S. Flag Vessels 
(5) 	 Provisions requiring the use, of ships built in the United States.in the coastal 

shipping service ' 
(6) , 	 U.S. and International Standards for Oil Tankers for the Protection of the Marine 

Environment 
(7) 	 Anti-dumping 
(8) 	 Anti-Monopoly Exemption Clause on Insurance Industry 
(9) 	 Visa Issuance Process ' 

2. Telecommunications 
(1) Federal Communication Commission's (FCC) Order on Foreign Participation in the 

U.S. Telecommunications Market 
'a. r .,' Licensing Criteria, . ,.~!, ;;.'./~' 

.~ . " :b. ,.' Regulations on Doinimint Carriers, and, " " !" 

:c.:, ~ SUmdard Processing Period ii t' 

i, (2) .FGC's Order Concerning International Settlement Rate· Benchmark·';;; ;: 'l 
. ,(3) ',FCC's Order to allow Non-U.S.-Licensed Satellites to Provide :Semices in the United 

States 
. '. ," ... t." ~ ,I· 't': . (4) Method for Sharing the Costs for Utilizing Internet Communication Circuits .. 

(5)" Implementation of LRIC to calculate interstate access· charges· in the, United States at 
the same time as Japan does. 

(6) Transpar,ency in preparation of the Government of the United States' LRIC models. 

3. Medical Devices and,Pharmaceuticals 
(1) 	 Promotion of Mutual Recognition of Good Manufacturing Practices (GMP) of ' 

pharmaceutical and medical devices between the United States and Japan. 
(2) 	 Medical Devices: Simplification and Acceleration of Procedure 51 O(k) Notification 

Submission: 
(3) 	 Pharmaceuticals: Allowing the Notification to the Food and Drug Administration 

(FDA) after the Alteration of the Manufacturing Methods. 
(4) 	 Simplification of the data submitted for investigational new drugs (IND). 

4. Financial Serviees 
(1) 	 Ali abbreviated examination system for licensing ofJapanese and other foreign 

securitie:s representatives, for conducting' business with the NYSE, NASD, and 
AmEx exchanges. 
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(2), 	 Minimizing the'overlap between federal and state securities registration 
requin:ments, and prohibiting states from limiting or imposing conditions on the sale 
of most securities. 

(3) 	 Allowing bank holding companies and foreign banks with subsidiaries in more than 
one state to merge or consolidate these bank subsidiaries into a single bank with 
interstate branches (except instates that specifically prohibit such interstate 
branching networks). 

(4) 	 An eXflanded list of activities (contained in Regulation Y) that bank holding 
companies and foreign banking organizations are permitted to engage in, to include: 
riskless principal, private placement, proprietary trading and other activities that had 
been previously approved only in individual Board orders; streamlined application or 
notification procedures for bank holding companies or foreign banks to engage in 
regulation Y activities or to acquire a firm engaged in such activities. 

(5) 	 Amending Regulation K which governs the foreign operations of U.S. banks and 
U.S. operations of foreign banks, including revisions that would change how ' 
'Qualifyirg Foreign Banking Organization status is calculated for purposes of 
determining eligibility for certain exemptions from nonbanking restrictions. 

(6) 	 Financial modernization legislation to allow common ownership of banking, 
:J securities and in'surance companies, subject to certain restrictions an affiliation with 

non-fmancial firms."\' ",;. '.; : .',' ~.. .. 

~'.: .' 

:'.'.:' 

. '. .~ ': 
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FOR IMMEDIATE RELEASE Contact: jay Ziegler 
Monday, Ma;r 18, 199~ Helaine Klasky 

(202)" 395-3230 

USTR BA:RSHEFSKY INITIATES INVESTIGATION OF MEXICAN PRACTICES 

AFFECTING 


HIGH FRUCTOSE CORN SYRUP (HFCS) 


',:, .. '. United States Trade Representative Charlene Barshefsky announce-:i today her decision to initiate 
an investigation of Mexican practices affecting high fructose corn: syrup (HFCS). Trusdecision·is 

.. iri response to a petition filed by the Corn Refmers Association, Inc., under section 31)1. of the 0 

...., Trade Act of 1.974, alleging that certain practices of the Government of Mexico deny fair and 
" "equitable market opportunities for U.S. exporters ofHFCS. In particuhlr,the petition alleges 
,. .' 'that, in Septernber 1997, with the support and encouragement ofthe GoveJ:nmentofMexico~ 

". represent::!.tives of the Mexican sugar industry and the Mexican· soft drink bottling indu~try entered 
.. ' into an agreement to limit the soft drink industry's consumption ofHFCS:;' 

"This petition raises serious allegations to be investigated," Ambassador Barshefsky said. The 
United States will immediately request co~sultations on the matter with the .Government of 
Mexico. 

Section 301 provides the means for businesses and workers in the United States to seek the aid of 
the government to respond to unfair trade practices which burden or restrict u.s. commerce. The 
investigation must be concluded within 12 months of initiation. Copies of the petition are 
available in the USTR Reading Room. 
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The White House 
Office of the Press Secretary 

(London, England) 

For immediate Release 	 May 18,1998 

Fact Sheet 

BUILDING A STRONGER WORLD COMMUNITY: 
THE TRANSATLANTIC ECONOMIC PARTNERSHIP 

President Clinton, Prime Minister Blair, and EC President Santer today launched the new 
"Transatlantic Economic Partnership" to strengthen the already close relationship between the 
United States and European Union through a new comprehensive trade initiative. The new 
initiative hopes to build on the two-way trade in goods and services which exceeded $600 billion 
in 1997 and the combined investment iIi each other's economies of o-er $700 billion. ' 

The "Transatlantic Economic Partnership" outlines a three pronged market-opening approach: 
.:i 

'"';\ '. ,1." Achieving near-term market access gains for goods, services a.."1d agricultural products; 

" : '. '. 2." Promotion of multilateral and bilateral trade liberalisationthrough the World Trade 
,Organization (WIO) and other international institu~ions for,th~ ~ducti<>n or elimination of 

barriers that hinder the flow of goods, services, and 'capital; ,,', 

3. 	 ,The expans.ion and deepening of the transatlantic dialogue betWeen representatives of non­
governmental, parliamentary, and governmental organ.i.Zations on trade and investment issues. 

The new initiative covers more than a dozen areas where the US and EU will negotiate the 
reduction and elimination of existing trade barriers, or improve regulatory cooperation in areas 
such as services; industrial tariffs, agriculture, global electronic commerce, intellectual property 
rights (IPR), investment, government procurement, and business facilitation. The initiative will 
also improve the efficiency and effectiveness of regulatory procedures with regard to food safety 
and the approvtll of biotechnology products. 

With the goal of achieving substantial results by the year 2000, this new U.S.-E.U. trade:initiative 
will specifically cover the following areas: 

• Agricullture - Improving Scientific and Regulatory Cooperation. The United States 
and the European Union have agreed to improve our scientific and regulatory cooperation 



and address specific issues in areas such as biotechnology, food safety, and other sectors 
that affect human and animal health. These important steps will reduce trade frictions in 

our $15 billion two·way agricultural trade. 

• 	 Reducing Regulatory Barriers. The business community has identified these barriers as 
the most significant obstacle to the expansion of trade. That is why the United States and 
the European Upion have agreed to eliminate or substantially lower barricrs to trade by 
providing more' effective and efficient coordination of standards and regulations, without 
reducing: our commitment to high levels ofhealth, safety, and environmental protection. 

• 	 Services -- Reduchlg Red-Tape To Lower Costs for Consumers. The United States 
and the European Union agreed to further open our vast services markets -- which 
encompass such areas as telecommunications, insurance, travel and tourism, and 
distribution. This initiative will reduce red tape, accelerate the movement of goods and 
services, and therefore, translate into lower costs for consumers. 

• 	 Global Electronic Commerce -- Working To Keep E-Commerce Duty-Free~ In an 
area expected to growto $300 billion in the t;J.ext tlm~e years, the United Statcs and the 

, 	 European Union agreed to develop a wo* progr~rl1in the WTO, and to a standstill 
commitment that ensures electronic transmissions will remaiiI'duty-free. 

." Labor Standards -- Advancing Core Labor Standards. The United States and the 
European Union agreed to advance core labor standards on an international basis, and to 
support an agreement on an ILO declaration and implementation mechanism. 

• 	 Environment -- Developing Common Approaches to Trade-Related Environmental 
Areas. The United States and the European Union agreed to develop common 
approaches in trade-related environmental areas. This could include a commitment to high 

,levels of' environmental protection and identifying other trade partne~s where joint efforts 
can result in improved environmental protection. . 

• 	 Intellectual Property Rights (IPR) -- Protecting IPR in the US: EU and Around the 
World. Recogniziflg the central role ofIPR as a basis for economic, scientific, and 
artistic creativity, the United States and the European Union agreed to work together on 
improving IPR protections in America, the EU, arid in other countries. 

• 	 Public-Private Participation.- Helping Shape the Transatlantic Economic Partnership. 
The United States and the European Union agreed to open up the transatlantic economic 



.. 


partnership to include interests such as business, labor, consumers, environment, and other 
NGOs, to help shape the agenda. We recognize the important contributions of the 
Transatl;mtic Business Dialogue and urge it to continue its active participation, so that we 
establish a model for the world trading system that is accessible and open. 
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The White House 

Office of the Press Secretary 


(London, England) 


FOR IMMEDIATE i~ELEASE Contact: Jay Ziegler 
May 18,1998 Helaine Klasky 

202/395-3230 
(Ziegler/cell. 44-171-0370-315-315) 

New Transatlanti~ Ec10mic Partnership to Accelerate Trade Growth. 

U.S. Trade Representative Charlene Bjhefskyannounce~ today at the U.S.-EU Summit in London that 
the United States and the European Uniop will launch a new trade expansion initiative, ·the Transatlantic 
Economic Partnership, aimed at substantial market-opening gains by the year 2000. The initiative outlines 
alhree-pronged market-opening approach: achieving near-term market access gains for goods, services and 
agricultural provider.;; delivering results :on longer term U.S.-EU trade issues, both bilaterally and 
multilaterally; and expanding the initiative to include broad participation among business, labor, consumers 
and environmental interests. . '.' I... . . . . 
"The Transatlantic Economic Partnership will open up significant new opportunities for U.S. agricultural, 
services, and goods providers in EU Illalikets, particulariy given the massive size of the U.S.-EU trade 

I . 

relationship," Barshe:fsky continued. "This initiative gives us the opportunity to accelerate our export 
growth substantially." . 

The new initiative covers more than a dozen areas where the. U.S. and EU will negotiate the reduction or 
eliminatio~ of exist~ng ~de b~ers, orlimprove .re~atory ~oope~tion in such areas ~ manufactured 
goods; agnculture, lllcluding biOtechnology; servIces; mdustnal tanffs; global electromc commerce; 
intellectual property rights (IPR); investtnent; governnlent procurement; and competition. It will also 
improve the efficien:::y and effectivenes~ of regulatory procedures (e.g., standards, testing, and 
certification). U.S. lmd EU companies tegard the presence of incompatible or duplicative regulatory 
policies as among the most difficult obstacles, especiallyfor small and medium-sized firms, for which 
compliance can be prohibitively costly. I .' . . ' 
This initiative will cover the most dynamic and fast-growing areas ofU.S.-EUtrade. Economic sectors to 
be addressed under this initiative are arrlong the most dynamic and fast-growing areas of trade: . 

• 	 The initiative will create new ob;ortunities across vast areas of services trade which include 
telecommwtications, insurance,1 travel & tourism, and distribution, U.S. services exports to Europe 
are approximately $70 billion., . . . 

• 	 Agricultural issues to be addressed in the scope of this initiative will facilitate exports and reduce 
trade friction in our $15 billion/two-way agricultural trade, with soybeans, corn, consumer foods, 

..J and animal feeds among the top U.S. agricultural exports . 



• 	 By committing to maintain duty free conditions for electronic commerce, the initiative serves,as a 
model for other bilateral and multilateral initiatives to accelerate e-commerce, which is expected to 
reach $300 billion by 2001. 

"We have developed a practical, results-oriented trade initiative which focuses on important and high value 
areas of trade, while maintaining our high level of protection for health, safety and environment," said 
Ambassador BarshefE'.ky. "The new initi~tive will contribute directly to more affordable goods, services, 
job creation and economic growth for both Europeans and Americans." , 

The new initiative also outlines shared mLilateral objectives including the development of an ambitious 
negotiating agenda when market-opening WTO talks for agriculture are launched in 1999, and when WTO 
services negotiations begin in 2000. Add'itionally, the new initiative seeks to develop common approaches 
to trade and the envir()nment, and the intJmational promotion of core labor standards. 

, 	 I . , 
The Joint Statement on the TransatlanticlEconomic Partnership released at the U.S.- EU Summit describes 
the intent of the two sides to greatly intensify their cooperation and joint action on trade and to provide an 
innovative opportunity to business, labor) consumers, environment and other NGO's to help shape the 
process. 	 I 

In 1997, two-way U.S.-EU trade in goods and services plus investment income totaled over $600 billion. 
Leading U.S. goods e:xports to Europe inblude machinery, electrical equipment, aircraft, medical : 
equipment, autos & a.uto parts, and total ~oods exports exceeded $140 billion in 1997. Combined 
investment exceeded $700 billion in 199.6, Approximately half of U.S. foreign direct inve~tment abroad 
goes to the EU, and roughly the sam~ petcentage of European foreign direct investment is in the U.S. As a ' 
result, three million U.S. factory workersi

-::: one in every twelve -are now employed by European-owned 
1firms. In addition, over one~llion U.S.jobs result from exports to the EU. 	 , 

, 	 ' .... ' ']' , . . 

In the weeks to come, the U.S. and EU will draw up a specific action plan for achieving concrete results for 
our industry by 2000, and create a framer-ork for on-going consultation, cooperation and negotiations to. 
expand our trade relationship in the longer term. Throughout these discussions, USTR and other rele:vant 
agencies will undertake broad consultati6ns with Congress, business, labor and nongovernmental ' 
organizations to refine U.S. negotiating 6bjectives. ' 
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~rro MINISTERIAL BOOSTS MOMENTUM FOR TRADE EXPANSION 

At the conclusion of the second Ministerial Conference of the World Trade Organization (WTO) 
and the 50th Anniversary Co~emoration of the General Agreement on Tariffs and:Trade ' 
(GATT), in Geneva, Switzerland, United States Trade Representative Barshefsky said, "This, 
meeting demonstrates that thdre is strong momentum throughout the world for market openil!,g , 
reform and U.S. leadership is icritical to moving this process forward." " ., ' 

, She praised the outcome of thl Ministerial and commented, "We are at a critic at: moment in', 

, preparing the trading systeinkd its institutions for the 21st century. Making the WTO more' 


transparent and accessible for lall our citizens is critical if we' are to build public confidence '" ", 

necessary fi:>r further trade expansion.'" " ' 

Ambassador Barshefsky remkked further,"I was particularly pleased that President'~ Clinton's 
offer to host the 1999 Ministe~al was welcomed by the WTO Membership. This demonstrates the 
continuing U.S. commitment fO further opening global markets and a recognition of U.S. ' 
leadership." The WTO member countries named Ambassador Barshefsky as chair of the 1999 
Ministerial. 

"I am also gratified by our success in securing global commitments on electronic commerce," 
Ambassador Barshefsky state~. "Within the past week, we also secured separate agreements with 
Japan and the EU on this issub. In Geneva, the WTO Ministers agreed to take the first step in 
creating the predictable and stable environment that is vital to the growth of electronic commerce. ' 
The two main elements include: a commitment by governments to not impose customs duties on 
Internet electronic transmissibns and setting up a work program to examine the wide range of 
trade issues that are related to electronic commerce." ' 

While the ministers also agreL to examine all options for negotiations in 1999, the ~uilt in agenda 
of the WTO will proceed as J,reviously agreed regardless of any other decisions made. 

I ' 
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"In his remarks before the W1jO, President Clinton stressed, among other issues, the urgent need 
for the WTO to respond to citizens of the world, increase transparency and create an on-going 
dialogue with labor, consumer~ environmental, and other interests." 

I 
Ambassador Barshefsky added, "We need to take immediate and decisive action to open up our 
institutions· from consultatio~s to dispute settlement. We should make sure that trade officials 
spare no effort to address the ~ange ofissues to expand transparency and accountability. I was 
struck that countries at allleve:ls of development made reference to the importance of increasing 
public understanding and promoting transparency as the best means to do so." 

.:' 
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UNITED STATES CHALLENGES WTO 

TO BUILD ON FOUNDATIONS TO MEET 21ST CENTURY NEEDS 


United States Trade Represent~tive Charlene Barshefsky praised the outcome of the second 

Ministerial Conference of the World Trade Organization (WTO) and 50th Anniversary . 

Commemoration of the Genedl Agreement on Tariffs and Trade (GATT) as marking a critical 


. I 

moment in preparing the multilateral trading system and its institutions for the 21st century. 
. I . . 

President Clinton inaugurated the 50th Anniversary celebration in a special session on Monday, 
calling for WTO member courltries to set a bold course for the future. In his address to trade 
delegates from the member cohntries and 13 other Heads of State, President underscored the 

I 

importance of the GATT and the WTO in expanding worldwide prosperity and stability through 
the progressive reduction of tapff and non-tariff barriers to trade. The President charted a bold 
course for the future, challenging the WTO to adapt to the pace of the 21st century giobal 
economy; to respond to the nebds and interests of all citizens by increasing openness and· 
participation across society; a~d fulfill its commitments to further market-opening actions .. In 
achieving key U.S. priorities hlc1uding a commitment in the WTO to duty free global electronic 
commerce (GEC) and the U.S'! hosting the next Ministerial session in the United States in 1999, 
the President further underscoted the commitment of the United States to continued leadership in 
the WTO. WTO members as~ed that Ambassador Barshefsky chair the process leading to the 
1999 Minist~~rial as well as the Ministerial itself . 

. United States Trade Represent~tive Charlene Barshefsky noted the following highlights of the 
GATT 50th Anniversary WTi Ministerial: . .... . .,... ' " 

Building a Ji'oundation for Future Negotiations in Agriculture, Services and Other Areas. 
Trade Ministers issued clear arid detailed instructions to begin preparations for the next ministerial, 
meeting toward developing a dommon view of the issues to be negotiated in the future. However, 
it was agreed that negotiations Ion the built:"in agenda including agriculture and services, will 
proceed in 1999 and 2000 respectively, regardless of the overall review process. This process will 
be launched at a special meethlg of the WTO's General Council in September 1998. ' . 

Also following on thepresideJt's challenge, the preparations will take a look at what 'options exist 
for shaping the timeframes and structure of the WTO work program. At the next Ministerial, 
Trade Ministers will consider tecommendations put forth on all of the above issues in order to fix 
the precise scope, content and fur'tion of the mo's next phase of market -opening refonns. 

Implementation of Existing Market-Opening Commitments. To ensure progress in on-going 
negotiations, Trade Ministers rlnderscored the importance of fully implementing market-opening 
commitments already in place bong both developed and developing countries. 

I " 
Expanding lthe Frontiers of (j)pen Markets in Technology-Driven Trade .. Building on last 
year's three major agreements 1_- the Information Technology Agreement (ITA)" ' 
Telecommunications services,iand Financial Services -- Trade !"1inisters today issued a separate 
declaration highlighting the increasing importance of electronic commerce to the trading system of 

( 



the next century. 

The Trade Ministers reached a two-part agreement on a U.S. proposal put forward by the United 

States which will: I' ' " 	 ' . 

(I) Put in place. a "standstill" commitment by WTO Members not to impose customs duties on 
cross-border electronic transm'issions during the period of the WTO's review; and 
(2) Establish a'wotk program in the WTO to study all trade-related dimensions of electronic 

commerce in time for the next WTO ministerial meeting. 


This year, $8 billion will be sPFnt on the Internet, while it is estimated that, in 2002, $327 billion 
will be spent over the Internet ,on goods, infonnation and services. The initiation ofthis WTO 
work program marks an impo*artt first step in expanding the reach of open markets ap.d free 
competition in the frontier regions of business and technology. . 

, A Modem System RefleCtiJ of Traditional Values and Broader Citizen Participation. 

President Clinton called on thci WTO to become more open and accountable to increase public 


I . 	 . 

confidence in the WTO and advance support for open markets. The President called for the WTO 
to be more accessible and respbnsive to broader constituenCies including labor, environmental, 

I 	 . 
. consumer and other interests. ~pecifically, the President called fur opening dispute settlement 
.proceedings to the public; making dispute settlement briefs publicly available; including private 
citizens in the process through Ithe filing of amicus briefs to dispute settlement panels; and 
distributing dispute settlement panel reports immediately upon their issuance. The President also 

: sought the creation of a consultative forum where business, labor, cons1,1Il1er and environmental . 
. 	groups can engage directly with the WTO. He also called for a high-level meeting be'tween trade 

and environment ministers to ~rovide new energy and direction in these areas. The Trade . 
Ministers' Declaration at this trieeting reflects a me~sureofprogress- in recognizing the need to 
review and improve WTO tran~parency." 
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USTR BARSHEFSKY ANNOUNCES INITIATION OF , 
, SPECIAL 301 "OUT-OF-CYCLE" REVIEW OF NEW ZEALAND 

, ," I, ,,'.: .' ".,' ' ' 

United States Trade R.epresentative Ch1arlene Barshefsky today announced the immediate " 

initiation of an out-of -cycle review of the adequacy a..":ld effectiveness ofN,ew Zealand's 

intellectual property regime. In annouAcirigtllls revi~w, Ambass~dor Barshefsky said, ,


'.' I " """" " . . " 
"We are seriously concerned by the Governrne"nfofNew Zealand's recent decision to reduce the 
level of intellectual property protection! in New Zealand by eliminating parallel import protection . 
for copyrighted works. We are troubled that this far reaching decision would be taken with such 
hasteand with so little consultation with concerned interests, both foreign and domestic." 

The Government ofNew Zealand madl its intentions known on this important intellectual. 
property issue for the: first time "as part/of its annual budget release on May 14th. The 
Government then pushed through this amendment to the Copyright Act over the objection of 
certain domestic and foreign interests bnly two days later on Saturday, May 16. The United, 
States is concerned that the Governrneht ofNew Zealand has failed to adequately consider the full 

" impaCt of this decision. 

Ambassador Barshefsky concluded by Isaying, "We remain hopeful that the Government will 
reconsider this unfortunate decision which will undermine U.S. domestic support for efforts to 
enhance and expand our bilateral tradeland investment relationship." . 
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STATEMENT OF AMBASSADOR BARSHEFSKY 

. 	 I, 
Ambassador Charlene Barshefsky today endorsed USDA Secretary Dan Glickman's 
arinouncement that the United States ,*ill use the export enhancement program (EEP) to 'respond 
to the EU's heavily subsidized sale in April' ofbarley to the United States. USDA's use of the . . I . 
EEP to support the export of30,000 tQns ofu.s. barley to buyers in Algeria, Cyprus, and . 

. 	Norway is an appropriate and,riecessarY response to the EU's ill-considered action, and sends 'a . 
clear message that such sales should n~t recur. 

"America's barley growers are ri'ght tol protest the EU :use of export subsidies to ship barley into 
the United States, a market that had been subsidy-free prior to the EU action. The EU action 
runs counter to the spirit of the recent1~ announced U.S.-EU Transatlantic Economic Partnership. 
The subsidized sale aJso highlights onch again the trade-distorting impact of the EU's Common 
Agricultural Policy." 

"Today's action is a visible demonstration that the Clinton Administration is taking seriously this 
I 

action by the EU and that the Administration is prepared to use our existing tools, such as the 
EEP, in a creative fashion to respond t6 specific trade injury." 
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. . I 

WTO ARBITRATOR DECIDES EU MUST COMPLY WITH WTO 
I 	 • 

. OBLIGATIONS AND rEMOVE BEEF HORMONEBA~BY MAY 1999 , . 

The United StaU:s Trade Representative applauded a WTO arbitrator's decision requiring prompt 
compliance by the European Uniob (EU) with WTO recommendations pertaining to the EU's ' 
import ban on meat produced usink growth-promoting hormones. In rejecting EU arguments that 

"'. 	 thereq~ired comp~iance should.belde~~~d ~n~i~a1~iti~~~~'§;:~'ent~fic sttidie,scould be completed, 
the arbltratorreqUlred that EU lI:n~lementatlO.n. .m~sFbe:ce?1p'e:te~ by no'later than May q, 1999. 
This decision follows the WIO's February 1998 fiTI:dirtgs tMfthe EU'g'ban is inconsistent with . 

',. 	 its obligations urlder the WTO AgJeementon.·thbl Applitati6rtof Sanitary and Phytosanitary 
'0< ," Measures (the sjps Agreement)." 1(; ,', '. ".;;:.",;.: '. ' ',' ! ' 

. ~,: ..., 

Thearbitrator found.that the period foih:n:plementiiiio~'sfiould'not:~et.aside time for additional 
I . \' c· •• •,''', ,;. '" 

risk assessments to be concluded. The arbitrator's decision sends'ahuriinistakable,message that 
~~~~'~~ 	 ,~ , . 

"Withdrawal of the EU hormone ban is the only way to bring EU directives'into compliance with , 
its WTO obligations," . AmbassadJr Barshefsky said. "There is no convincing or rational basis for 
the bans. The E1:] import prohibitipn was not based on a risk assessment in accordance with the 
provisions of the SPS Agreement.,! .She added, "We expect that the EU will now take the 
necessary steps to bring its poliCies into compliance with WIO obligations by moving to lift th~ 

. ban on beef from the United StateJ and other affected countries. We stand ready to worK with 
EU officials toward resuming nonial trade in this area as soon asp<?ssible and will continue to 
monitorEU implementation ofthelWIO decisions to ensure timely ·compliance." ; 

, I 

The arbitration decision, resulting from an EU request that a WTO arbitrator determine *e period 
available to theEU to implement the conClusions reached by the WTO earlier this year, shows 
once again that the WIO dispute settlement system can handle complex and difficult disputes. 
The arbitration mling is an important reaffirmation of p.rinciples significant to bqth the WTO 
dispute settlement system and the SPS Agreement. By emphasizing that prompt compliance with 
DSB recommendations is essential and that delays in implementatio~ will not be accepted, the 
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arbitration award reinforces the rights of WTO Members to prompt remedies where WTO 
obligations have been abrogated. 

Background 

In this dispute, the United States challenged the EU ban on imports of animals and meat from 
animals which were administered any of six hormones for growth promotion purposes. ~t the 

1 

request of the United States, the "'ITO Dispute, Settlement Body (DSB) established a panel on 
May 20, 1996. Canada also requested a panel, which was established on October 16 and was 
comprised of the same panelists asl in the U.S. case. The final report, released on August 18, 
1997, found that the EU ban violates the EU's obligations under the SPS Agreement. The panel 
report found that the EU ban 'is nof based on scientific evidence and is not based on a risk 
assessment or on the relevant iriterhational standards. On September 24, the EU filed a notice of 
appeal. 

The appellate report was issued on January 16, 1998. The Appellate Body ("AB") found that the 
EU's ban on importation ofbeef ftom cattle treated with growth promotion hormones is not 
consistent with the EU's obligatioAs under the SPS Agreement. The AB report concluded that 
the EU measure failed to satisfy thb requirements of Articles 3.3 and 5.1 of tpe SPS Agreement 
because the risk assessments ,that Had been performed did not support the ban. The Appellate 
Body found that while a country h~s:broa~ di~(;retiQn in electing what level ofprotection it wishes 
to implement, in doing so it must fulfill the requirem,enis'ofthe SPS Agreement, including the, 

, ,,' ,I' , ", ,"'".. ", 

:~~~~:ent for n riskasse~plent r,: :uppo~ ~ei~mry measure, as well as sufficient scientific 

At its February 13, 1998 meeting, the WTO Dispute Settlement Body adopted the Appellate 
Body and Panel reports on hormodes.Under Article 21 ofthe Dispute Settlement Understanding, 
the EU was required to state its intkntionSjn respect of the, Implementation of the 
recommendations and rulings oftIi.~ DSB: ':The EU indicated at the DSB meeting on M~ch 13 
that it intended to comply with its WTO obligations. Article 21.3 provides that if it is 
"impracticable" for a WTO MembJr to comply immediately with the recommendations of the 
DSB, the Membe:r shall be permittdd a reasonable period of time within which to implement. 

1 

When the EU, Canada, and the United States could not agree on a time period for 
, , implementation, the EU resorted td binding arbitration to obtain a decision. 
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USTR EXPRESS SERIOUS CONCERN ABOUT BRITISH COLUMBIA'S STUMPAGE FEES 

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

"';. ' "... ', 

British Columbia (BC) PferttierGleli'Clatk and ForestrY Minister David Zirnhelt announced today,' 
a decision to reduce stumpage fees by $8.'10'on the coast and $3.50 (Canadian dollars) on the 

;' .interior effective June 1,:~ 998., U.S. Special Trade Negotiator, ArnbassadorPeter L. Scher,: made 
the following state~ent in response: ' ' " , , , , /. ; 

. ,.;. 
"',\ 

"We are extr1emely disappoirited'by:,the decision arirtounced today in British Columbia to reduce ;: :", 
stumpage fee:s. We areobviouslyconcemed'a:boufthe implications of this action for the U.S.­
Canada Softwood Lumber Agreement -- an agreement that has been working effectively for the 
United States and Canada. We will review the actions announced today and consider all our 
options in defending US interests." 

The 1996 Softwood Lumber Agreement settled a complex and long running trade dispute with 
Canada and has benefitted both U.S. and Canadian lumber producers. Stumpage fees in BC are 
the, price that the provincial authorities charge lumber companies to cut and remove timber from 
provincially-owned land. The Softwood Lumber Agreement is designed to help mitigate the 
adverse implications oftl),is practice, which the U.S. lumber industry views as a subsidy_ 
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