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USTR Announces Progress ini~ombating
I :: 

Optical Media Piracy in ¥k~aine 

, I' 

President Clinton and Ukrainian President Kuchma today issued:ajdiilt statement expressing their 
agreement to a plan of action to combat the unauthorized produytion and export of optical media 
products (e.g., CDs, CD-ROMs, DVDs) in Uktaine. The Government of Ukraine has committed to 
implemen,t this plan by November 1, 2000'1 ' i: '" 

"Weare highly encouraged by the positive aphroach the Gove~ent of Ukraine is taking to address the 
serious problem of optical media piracy, and we look forward t<.) Ukraine's implementation of the agreed 
upon action plan," said United States Trade Representative Chatlene Barshefsky. "Ukraine has been 
working on developing a modern intellectual property regime since gaining its independerice and it has 
made real progress, including adhering to sev¢ral key international conventions for the protection of 
intellectual property. While much work lies aj:lead, these efforts'Will help Ukraine to satisfy some of the 
key conditions for m(!mbership in the World Trade Organizatiql!." ' 

" 
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In recognition of this commitment by the Goverq:ment of Ukraine ~s well as its recent actions in fighting 
optical media piracy, Ambassador Barshefsky wiill defer from August to December 2000 the decision on 
whether to designate Ukraine a "Priority ForeigniCountry" under "Special 301 "whi~h examines the 
adequacy and effectiveness of intellectual propetn' protection amoh.g the United States' trading partners. 
The Government of Ukriline has indicated that it Iwill make every effort to obtain passage of key 
legislative elements in the action plan before the IUkrainian parlian;tent goes on recess in mid-July. Full 
implementation of the action plan, including prompt enactment ofikey legislation, will pave the way for 
a decision to exclude Ukraine from the list oftlPiiority Foreign Co:ktries." ' , 

,nackgrou~l(I: ,. " 

" 
" 

The Government of Ukraine has succeeded in susp~nding production at the five known pirate optical 
media plants operating in the country. It has corrimitted to keepin~fthese plants under strict supervision 
and monitoring, in conjunction with the U.S. copyright inq.ustry, to ensure that in the future, plants that 

. reopen will engage only in authorized productiort. In recent years, !pirates operating in Ukraine have 
exploited weaknesses in the intellectual properry; regime toproduc~ and export, as well as sell 
qomestically, tens of millions ofunauthorized CDs. :: 

!: 

, 
In 1999, Ukraine was Europe's leading producer and exporter of pirated CDs. This piracy has caused 
severe damage to both the U.S. and Ukrainian copyright industries. The U.S. copyright industry " 
estimates that in 1999 more than $200 million in revenues were l~~t due to piracy in Ukraine. .:: ;,,: 

il 

" I, 

. Ii. 

Under the agreed action plan, the Government of Ukraine has cOmrhitted to, among other things:',]) seek . 
the prompt adoption oflegislation to providepr6tection to all U.S:.' and. other foreign sound recordings'. l' ( 

, ~.,previously released within the past fifty years; 2~ seek the prompt:ena~tment of amendments to its penal 
code to provjde strong remedies, including criminal penalties with: imprisonment, for the violation of the 
copyright law, including in particular the violat~bn of the rights ofiproducers of sound recordings; 3) 
adopt a comprehensive set of regulations relating to the import and export of optical media products, raw 
materials, and manufacturing equipment; and, 4) adopt regulation~ requiring the licensing of all entities 
involved in the manufacture or distribution of sound recordings, and requiring the use of unique 
identifiers in the manuf:lcturing process. I, 

if 
I I: 

Copies of the joint statement will be available from the White Ho~se Web site: www.whitehouse.gov. 

:1I 

Ii 
I: 

I. 

I: 
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For Immediate Release Contact: B·renda~ Daly 
! 

June 8, 2000 Amy Stilwell I, 

. !, 
....... ,.


Todd Glass, 

(202) 395-3230 

USTR BarshefskY H31il§. House Ways and Means Com~ittee Vote on. WTO ~ ... 

United States Tnide Representative Charlene Barsliefsky today haile~ the 35-0 vote by the House Ways 
and Means Committee to reject a resolution that wbuld withdraw Congressional support for continued 
U.S. participation in the World Trade Organization'. Ii 

; . 'I i: 
. • I' .. 

"Today's vote in support of the WTO reinforces how critical it is that! the 'U.S. remains a leader of the 
global trading system, and I commend the Ways and Means committee for its decisive action," said 
Ambassador Barshefsky. I: 

I , 

:1 ,i 
"As the world's largest importer and exporter, the U.S. has benefitted!more than any other country from 
the WTO and its framework of rules designed to ertsure that our proqucts and services receive fair and 
predictable treatment around the world. U.S. memBership in the WTO helps advance American . 
competitiveness in agriculture, manufacturing and high technology irldustries, advances the rule of law 
in commerce, ~d promotes stability in times of eC9110mic crisis. If Ii; 

: -bo _ ;1 
I' 
I, , 

.j. 

1 of 1 9/1/00 11 :04 AM 

ii 

http:www.ustr.gov
http://www.ustr.gov/releases/2000/06/00-44.html


" 

- :: http://www.ustr.gov/releasesI2000/06/00-45.html." 
'i, 

I 

" 

'II II 
,j , 

'OFFICE OF THE UNITED STATES TRADE REPRESENTATIVE 
'I :: 

Executive Office of the President!: 

I 
,Wash~ngton, D.C. 

" 
: I 

20508 

:1
I; 

i, 

I 
" 

USTR P ..... Rei......r••vailable On Ihe USTR websile al ~~:l!!!!:: 

, , 
I 

00-45 

For Immediate Release Contact: Brendan Daly 

June 15, 2000 Amy Stilwell 

,Y''Todd 'Glass 
, , . ~ f " 

(202) 395-3230 

USTR Seeks Public Comment on U.S.-Jordan Free Trade Agreement 

, I!~ , 
The Office ofihe U.S. Trade Representative (USTR) ioday published a J~tice in the Federal Register 'seeking 
comments from the public on all negotiating ObjectiVi' for a free trade a~reement with Jordan. 

Last week, President Clinton and King Abdullah II ofJordan announced ,that the United States and the Hashemite 
Kingdom of Jordan will enter into a bilateral negotiation of a free trade agreem'ent. These discussions will 
include labor and environmental issues. ' , : 

:.i,: I' 

Ii 

'I 
" 

"We share with Jordan a fundamental belief that trad~ is vital to supporti~g peace and stability in the Middle East 
and to improving the quali~y of life," said U.s. Trade Representative Ch~rlene Barshefsky. "We are entering a 
new era of economic cooperation with Jordan, the bertefits ofwhich will contfibute not only to Jordan!s 
economic growth, but the e':;onomic prosperity of the entire region. Jordan's persistence and steady commitment 
to achieving a comprehensive peace for the region has made it an invaluable partner in the Middle East peace 
process." ' !: : 

;1 
:1, 

In addition to the Federal Register notic~ soliciting Ptlic comments fro~ the private sector, non-governmental 

lof2 9/1/00 11 :04 AM 
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organizations and other int(~rested parties, USTR has requested that the l.;l,.S. International Trade Commission 
conduct a study on the potential economic impact of the agreement on the United States. I 

" Ii 

The agreement will also address labor and environmlal issues, and us~ will seek public input on ~ese 
matters as well. In addition, pursuant to Executive Or(Jer 13141, an inter,agency team will perform an 
environmental review of the free trade agreement. Jotdan also intends to: conduct its own environmental review 
of the impact of the agreement. ' ' ! ' ' 

Two-way trade between Jordan and the United States totaled $307 million in 1999, $276 million in U.S. exports 
to Jordan and $31 million in U.S. imports from Jordan. 
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D.C. 

For Immediate Release Contact: Brendan Daly 

June 16,2000 A';DY Stilwell 

Todd Glass " 

(202) ,395~3230 

I 
I 

! I 

" 
i " 

, ' :1, , 
USTR NOTES PROGRESS ON TELECl:OM ISSUES IN 

1 I ' , 
" 'THE UNITED KINGDO, , GERMANY;ANDSOUTH AFRICA, 

, CITES CONTINUED NEED TO MONITOR'IMPLEMENTATION 

United States Trade Representative charleJ Barshefsky announced today results of ongoing reviews 
under Section 1377 of the Omnibus Trade arid Competitivene~s Act of 1988. In April, USTR established 
a June 15 deadline TI)r further review of telecommunications s¢rvic,es trade barriers for the United 
Kingdom, Germany and South Africa. "Each of these countries have shown progress in addressing the 
concerns we expressed in our annual review of telecommunications agreements," said Ambassador 
Barshefsky. "However, USTR will continue to monitor the siD;Iation closely in each country to ensure 
full implementation of their telecommunications trade commitments." ,

,I ' 

i! I! 

United Kingdom 

"The United Kingdom has made significant strides towards opening its telecommunications market to 
competition in advaIlced data services that m'ake high~speed Internet access possible," said Ambassador 
Barshefsky. "Although competitors continue to face delays in qbtaining access to the facilities needed 
for these services, the UK intends to establish pro-competitive:tule$ for this market later this year. We 
welcome this progress and look forward to the prompt introduction of full competition in the UK's 
advanced data service market." ,I 

" 

'i 
I , ' 
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i . 	 :i i' i 

USTR will monitor progress in introducing competition in thJ:adv(illced d~ta services m~ket (Digital 
Subscriber Lines, 01' DSL services) untilOecember 15, by wh~:Ch time the UK regulator (OFTEL) is 
expected to issue regulations to promote cothpetition in the D~L market. USTR will revi'ew these 
regulati,ons to assess how they meet the goal of fully opening phe advanced data services 'market. USTR 
will also monitor the UK's willingness to permit pro-competiti've "line-sharing," which was endorsed by 
the European Cornnlission earlier this year. ,"Line-sharing" pet;rnits subscribers to use a stngle line for 
both voice and high··speed Internet access': 

II 
I. 

: 
!1 	 : 1 

, , 
, I 

Germany 
i, 
i: 
I' 

Ii , ! "j 

"Germany has taken helpful steps to address the persistent probleI'l).ofDeutsche Telekom's backlog in 
processing intercomlection requests, II stated !Ambassador Barshefsky. "Without timely interconnection, 
competition cannot take root. We urge the: Qerman governme~t to 're-double its efforts to, ensure that 
Deutsche Telekom quickly reduces its renia~ning interconnec~on 9acklog." ! 

Ii 
>I 
ii I 

USTR ~ill continue to monitor progress i~ this and other key :~eas 'affecting the competitive ' 
environment that an~ relevant to Germany's WTO commitments. Germany is also expected to take action' 
this year to reduce, excessive ' licensing. fees, which the Europe~ Commission has,recogn~zed as an 
impediment to competitive: market entry~, : :i " , 

'II ' ii I' 
Ii 
,:South Africa !,, 

':' ' , 	 I ' 

IIWe are pleased that South Africa's monopoly telecommunication1? supplier, Telkom, has agreed to 
restore access to its network for value-addedl services, as requ~ted oy South Africa's WTO 
commitments,1I said Ambassador BarshefskY. "Nevertheless, we remain concerned that Telkom may, 
seek to impose WTO-inconsistent restriction's on its value-added services competitors. We urge the 
Sciuth African government to ensure that businesses and cons~mers enjoy a truly comp'etitive , 
value-added services market. We will continue to monitor the:situation in South Africa closely to ensure 
that Telkom's competitors are able to offer t1}e full range telec9mmtinications services cohsistent with 
South Mrica's WTO commitments." :.' Ii " 	 : 

!I 
il 

I , 	 II 

Telkom took a step forward by agreeing thatlvalue-added servi~e s~pp1iers can lease Telkom's circuits to 
offer value-added services on a "shared basi~," allowing them \0 tr~smit data to and from multiple 
customers on a single line. Refusal to permit shared use ofTel~om's leased lines would hilve required 
Telkom's value-added service competitors :to use the lines in ap economically unsustainable manner. 

I 	 ! ! '(I 
, 	 il I' ' 

': !" 
I: i 

, 	 " :, I 

Administrative procl~edings are underway in South Africa to determine the scope of value-added 
services under South African law. "We urge the South African, 'Government to define vah}e-added 
services as expansivdy as possible to enco,mpass all services cove~ed by South Africa's WTO 
commitments," said Ambassador Barshefsk~. ' :[ • : : 

, ; " I 
, ' , 

I I 
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! .
Background 

.' 
USTR released its annual review of certain foreign countries'6ompliance with telecommunications trade 
agreements under Section 1377 of the Omn~bus Trade and COPlpetitiveness Act of 1988 ;earlier this year. 
The review established a June 15 deadline fpr further review 9f Germany, South Africa and the United 
Kingdom; a July 28 deadline for further review of Japan and Mexico; and, an October 2 deadline for 
further review of C.mada and Peru. 
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For Immediate Release Contact:~rendan Daly 
'j 

i , , 
;1 

June 20, 2000 Amy Stilwell '1 

;: 

Todd Glass 
','.. '-3. : t' 

(202) 395-3230 ! , 
,: .i 

.f'-,·",!.:: .. 

. United States Delegation Visits South Africa imd Nigeria to Strengthen 

Trade Rehations and Promo~e Economic GrJwth and Opportunity in Africa 
, lj' " 

, 

) 

Deputy United Sta.tes Trade Representativy Susan G. Esserman arrives in South Africa today, where she 
will lead a U.S. delegation to Durban and Johannesburg untf~ Saturday, and to Lagos and Abuja, Nigeria 
from June 24 to 27. 

i 
" 

During the official visit to South Africa, Ambassador Esserman will participate in the W orId Economic 
Forum's Southern African Economic Surn.rhit, and she will meet with African trade ministers, senior 
African officials and public and private sector representative~ to review the many benefits and 
opportunities offered to, African countries and businesses under the recently-enacted African Growth and 

,. 
I 

.,1 9/1/0011:04 AM10f3 
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'I 

Opportunity Act (AGOA), and other U.S. n:J,arket access initiatives. In Nigeria, she will open the 
~naugural Meeting of the U.S.- Nigeria Tracle and Investmen~ iCouncil. 

',. 

I ,; : 

"The Africa Growth and Opportunity Act' Jill stimulate marU:et-l~d investment, economic growth, and 
rising living standards in some of the world's poorest countries, and we are pleased that so many African 
public and private sector leaders have expr~ssed such an ovef}Vhelming and positive response to it," said 
Ambassador Esserrhan. "We are now working to ensure that information about the new law and its 
potential benefits is widely available both iiI the United States and in Africa. We believe the legislation 
will provide significant incentives and opp6rtunities for trade~based economic growth throughout Africa, 
and will strengthen U.S.-Africa business ties." Ii, 

I 

In Durban and Johannesburg, Ambassador Esserman will co-p,ost'two seminars with South African 
~.i~is~er of Industr:~ and Trade Alec Erwin :o~ ~mpl~mentatio,~ ?fAGOA and other U.S" market access 
ImtIatIves.The serrnnars are part of the AdmimstratIOn's on-gomg efforts to reach out to sub-Saharan 
African countries to assist them in understahding the requirements and potential opportunities of the new 
law. The African Growth and Opportunity Act provides greater duty-free access to U.S. markets for 
countries in sub-Saharan Africa and is expected to stimulate ~arket-led investment, economic growth, 
and rising living stimdards in some of the world's poorest countries. 

" , 

I' 

'I , 

In addition to these semin'ars, Ambassador Es'~erman will lead the U.S. Delegation to the World ;", 
Economic Forum's Southern Africa EconotPic Summit and hold bilateral meetings with African leaders 
and trade ministers from, a number of sub-Saharan Africanco~tries. A primary objective ofthese, 
meetings will be to continue dialogue and donsultations with' sub-Saharan African countries on World 
Trade Organization (WTO) issues, includirtg agriculture, serVices, and institutional reform of the WTO. 
Ambassador Essennan will also address th~ U.S. and South African business community and civil 

.. I, •••'!society representatives at the Ron Brown c;'enter in Johannesburg. 	 " 

" . ,~,;. 

In Nigeria, Ambassador Esserman willle,aq the U.S. Delegation (lUhe Inaugural Meeting of the U.S.­
Nigeria Trade and Investment Council, which was created udder the Trade and Investment Framework 
Agreement signed in February by U. S. Tr~de Representative;Chailene Barshefsky and the Vice " 
President of Nigeria, Atiku Abubakar. The jTrade and Investrhent Council will examine, among other 
items, the African Growth and Opportunity Act, agriculture trade'issues, and ways to boost overall U.S.­
Nigeria trade and investment. . , 

, 
'i 
,I , 

"Supporting Nigeria, and its democraticallx-elected government, is a priority for the Clinton 
Administration. This first meeting of the TIF A Council will permit us to develop specific strategies to 
enhance our trade lUld investment relationsj" Ambassador Esserman said. 

"' 

"Ii
: 

Ambassador Esserman will also meet with IVice President Abub*~, trade officials~ and members of 
parliament. In Lagos, she will consult with representatives of the lJ.S. and Nigerian business " 
communities. On June 27, Ambassador Esserman will launcH a U.S.-sponsored National WTO 
Workshop, which will provide technical assistance to government officials and the private sector to 
facilitate Nigeria's full integration into the -World trading system. ' , 

, , 	 'I' 
,I 
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Background 

The African Growth and Opportunity Act was signed by. Presjdent Clinton on May 18. The Act provides 
for preferential aCCt;:ss (including duty-free treatment) to the U.S. market for certain products from 
eligible sub-Saharan African countries. Thd Act also provides for other measures, such as the creation of 
an U.S.-sub-Saharan Africa Economic Fonim, to enhance the:dialogue and to strengthen economic and 
trade relations between the U.S. and Africah countries. : 

" 

d 
Ii 
, 

The United States and South Africa have a )Trade and Investment Framework Agreement under which 
the governments committed to working to strengthen trade anid investment ties. Two-way trade was 
approximately $5.8 billion in 1999, with $2.6 billion in U.S. exports to South Africa and $3.2 billion in 
U.S. imports from South Africa. :: 

"II 
" 

The U.S.-Nigeria Trade and Investment Framework Agreement sIgned in Washington, D.C. on February 
16 creates a Council on Trade and Investilldnt composed ofrepre~entatives of both governments, and 
establishes a structured dialogue for developing specific steps; to remove impediments and to develop 
strategies to increase bilateral trade and investment flows between the two countries. Nigeria is the 
United States' largest trading partner in subtSaharan Africa arid its fifth largest supplier ofoil in the 
world. Two-way trade was just under $5 billion in 1999, with U.S. exports to Nigeria totaling more than 

i$~28million. i: -'," \ I ':"" , "','" ' , 
G :~~ ~;' .~' ',~.~ <"r-;l~)]:\:\;" ., • 
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,. 1';:'· Uitited States.\Resonves WTO,Dispute Over-·· 

Australia's Prohibited tlport Subsidie~ od Automotive Leather 

United States Trade Representative Charlene Barshefsky annQunced today that the United States has 
resolved a dispute it broughtto the World,Ttade Organization.(WTO) over subsidies to Australia's sole 
exporter of automotive leather. Under the agreement, the subsidy recipient agreed to a partial repayment 
of the pro~ib.ited export subsidy it received, land t~eAustralian Governm~nt committed.that it ~ll. 
exclude thIS mdustry from current and future subSIdy programs, and provIde no other dIrect or mdIrect 
subsidies.. i 

1 

'I 

"This agreement is proof that the WTO dispute settlement prJless: works for U.s. inter~sts,"said 
. Ambassador Barshefsky. "By pursuing this fnatter through th~ WTO Dispute Settlement Body, we were 
able to reach a mutually satisfactory resolution that will allow. our :industry to compete on an equal 
footing with its foreign competitors." 'I ;! ". . 

The agreement is ¢e result of a WTO 'casy qrought by the United ~tates in 1998, when Australia - after 
consultations with the United States - excluded its automotive!leatper industry froin two export subsidy 
programs, but then compensated its automotive leather exporter by means of a $30 million grant. The 
United States alleged, and the dispute settlerhent panel agreed~ that this grant was a "de facto" export 
subsidy, and had to be withdrawn. Australial announced in September 1999 that it had complied with the 
WTO ruling by having the recipient repay I less than 27 percen~ ofthe grant, which it called the 

. 	 ' i' I 
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prospective portion. At the same time, Australia announced a, ,new loan subsidy to the exporter's parent. 

:t 

'i 
In response, the original WTO panel was reconvened at the r~quest of the United States. The panel 
concluded that Australia had failed to comply with the WTOiuling because the repayment was 
insufficient and that the new loan subsidy Had nullified even that insufficient ~epayment. Following this 
decision, the United States and Australia b~gan exploring a mutually satisfactory resolution of this 
matter.' ' I,' 
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, :',:, ;."..:! "'. 
USTR Barshefsky Hails Overwhelming: House Vote on WTO, 

, Bipartisan votelRejelcts U.S. With~lrawal From WTO , 

, " 

:i 
United States Trade Representative Charlene Barshefsky hailed, last night's overwhelmingly bipartisan 
vote by the House of Representatives td reject a resolution that: ~ould withdraw Congressional support 
for continued United States participatioh in t&e World Trade OFganization (WTO). Today's vote, 363-56, 

,far exceeds the 288-146 vote cast in Nol'venibbr 1994, which es~,blished U.S. membership in the 

newly-created WTO. ; 'I !1 


, I 
"Today'svote isa clear validation of the bentffits of our membership,in the WTO and sends a strong 
signal to our trading partners that they 9an coUnt on the United: States' continued leadership in the global 
trading system,", said Ambassador BarshefskY. "The opening of markets around the world, which has 
been a top priority of this Administratidn, has been a driving force in the longest period of economic 
growth in our history. The United State~ is the world's largest ~xporting and importing nation, carrying 
on $2.2"trillion in two-way trade with the world in 1999. That r~presents a$1 trillion expansion in trade 
since 1992." I J ,!I !:" 

, ""I . . II ': .
"Today'sstrong ',show of support for the WTO, combmed WIth l~st month's passage of the Afnca and 
Caribbean trade bills:. and the House's ~assagb of Pennanent Nbnnal'Trade Relations for China all 
ensure that increased trade will continub to fuel our economicg'rowth. Finally, I would like to thank 
Speaker Hastert and Minority Leader Gephardt for their leadership and support on this issue, II said 
Ambassador Barshefsky. ' :: ' 
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I .' ,
G1JICKMAN AND BARSHEFSKY UNVEIL U.S. AGRICULTURE 

I I, · 
NEGOTIATING PROPOSAL TO THE WTO 

, I', 
Agriculture Secretary Dan Glickman an~ U ,S'ITrade Representative Charlene Barshefsky today unveiled the 
agriculture negotiating proposal the United States will present in Geneva tomorrow as part of world agriculture 

trade talks. I : [. : ,~ 
"Our proposal is bold and comprehensive," saia Glickman. "It ope'ns up markets and levels the playing field for 
American farmers and ranchers." , 

': 

"This proposal is ambitious, fair, technologic;:ally progressive, and bipartisan," said U.S. Trade Representative 
Charlene Barshefsky. "It is a major step Iforwatd, and with it, we are lqoking ahead to an more open, stable and 
prosperous world in agriculture, which offers ~ore opportunity to Ifarm families in America, more fairness for 
farmers in the developing world, and be~er prices and more choice for consumers all over the world." 

.,• 

Building on earlier ,vorld trade reforms,the United States propos~s to: 

• Eliminate export subsidies , 
I' 

:1 , " 
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;
I, 

!I , , 
I 

I 
• -Reduce and strictly limit domestic supports ; . 


• -Further open global markets by ItweriJg tariffs and ra:isin~ quotas 


· . h f' I I 1 1:·1 hi'; 'd " 
• -L Imlt t ,e use 0 agncu tura monopo les t at contro Impoljl:s an, exports 

• -Give special consideration to thelneedslofthe least develoJed and developing countries 

• • Recomm itto the concept of the 1vail4lity of food for all , : .. 
The WTO's Committee on Agriculture il meeting in special session in Geneva, starting today, to discuss further 
liberalization in world agricultural trade.! This is the first opportunity for countries to present their negotiating 
proposals for the talks,. ' " ~!' 

" 

- 30- " 
1 

:1 
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" !'I 

PRESS CqNFERENFE~ON,WTO AGR1~utTURAL PROPOSAL 

" 

i .. . ~ j 
.>AmbassadOf,Charlene Barshefsky 

I' :I, · : 
U.S: Trade :Representative 
I' I ' I:I . ! ' 

Washington, D(c 
" 

i 

ii 
June 29, 2000 : 

I 
,! 

I'I 

As J>,repared for Delivery 
I ' , 

:1 

, " 

I 
Good afternoon, and thank you all for coming. 
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We .are meeting at a moment of great historic importance to Ame~ican agriculture. Two weeks ago Congress 
passed, and the President signed, a disas~er relief bill providing $1,5 billion to assist farm and ranch families 
struggling with an economic crisis now in its fourth year. Although the Administration differed with aspects of 
that legislation, we view the assistance it provi~es as critical to our cOqlmitment to improving the economic 
opportunities of farmers, ranchers and rural Arrterica. 

Today we are unveiling a second compohent of that strategy. This is a plan for fundamental and long.term 
reform of agricultural trade: opening markets overseas, eliminating unfair export 'subsidies, and leveling the 
competitive playing field for U.S. agriculture. " 

1 ' 

I . 

This is a comprehensive plan which willi create new opportunities Tor our farm and ranch families, strengthen the 
trading system and also strengthen guarantees bf fairness for farm'ers in poor and developing countries 
worldwide. I" i . 

, 

With one in three ofour farm acres now!produCing for world marhts, the ability to export is fundamental to 
prosperity in rural America. Over the past seve'n years, agriculture!has thus been central to American trade 
policy. We have come a long way -- opeping k~y markets and creating the first substantial international rules for 
agricultural trade -- but we have much rqore W9rk ahead. American farmers still live in a world marked by high 
foreign trade barriers; by export subsidies that reduce farm incom~s worldwide; and in some cases pervasive 
government in~orvementil1 agri.clIltural trade tllroug~ state trading enterprises.·, .. ,,' 

.. I'., 

. U.S. PROPOSAL AT THE WTO 
. : ~ .:: 

The proposal we will i~troJ~ce tomorrow in Gbneva takes these h~ad on. The WTO committed itself to broad ,,' 

agricultural negotiations five years ago, ~nd opened the talks on schedule in February. Since then, we have been 
consulting with Congress; farmers, ranchers and agricultural industry; and with our trading partners. 

I 

Ibe proposal we will introduce tomorrow indneva incorporatesL views we heard. Let me make four main 
points about it. 

I 
First, it is ambitious. It addresses every major issue from market access to export competition and domestic 
support. We call for substantial reductiohs or elimination oftariffs~ expansion of remaining tariff-rate quotas, 
elimination of export subsidies, disciplirtes on the use of export r~strictions on agricultural products, disciplines 
on state trading enterprises, simplificatidn of r~les applying to domestic' support, and establishment of a ceiling 
on trade-distorting support that applies e'qually' to all countries. :i ' 

I ' ' 
, . 

Second, it is fair. It will reduce or elimiJate di~parities in tariffs and subsidies worldwide, ensuring that farmers 
are competing not against government ~eastirib, but against one another based on productivity and skill. At the' 
same time, it recognizes the appropriate role governments can play in supporting farmers and rural economies, as 
long as they do not do so at the expense bf people on the land elsewhere in the world. All countries can use 
government policy tools to address natidnal objectives -- our proposal simply emphasizes that this support should 
be provided through non-trade distorting means. , 

I 
! 
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Third, it simplifies rules for agricultural [trade. Our proposal, for example, will replace complicated border 
measures with simple tariffs. It will streamline, domestic support rules .to ensure all trade-distorting support 
measures are disciplined, while clarifyiqg approaches countries can take to support farmers through 
non-trade-distorting measures. And it wi" calilfor reforms that facilitate trade in new technologies, when proven 
safe byfair, transparent and science-based regulations. .; 

, , 
".. 
:'.: 

Fourth, it is bipartisan. This proposal reflects the ideas and advice :of producer groups from around the country; 
Members of Congress from both parties; and dur trading partners I~ithrwhom we share a cominitment to 
agricultural reform. It places us in partnership rith developing countries and others committed to reform in 
today's world market. It places us in a rdle of leadership setting the agenda for the next agricultural negotiations. 

, .' 

'i, 
'i 

CONCLUSION: 

, , 
, , ~ I 

I' 
We want a mo~e opf:n, stable, and prosp~rous world agricultural tr~ding system, one which offers more 
opportunity to farm families in America~ faim~ss for farmers in the developing world; and better prices and 
choice for consumers everywhere. This proposal is a major step fQrwarq, and I would like to thank our friends in 
Congress, in producer and consumer groups; ahd of course the .uSDA for the advice and ideas they have 
contributed. !. . : i 

. ,': 

, ' 

" 

Thank you very mu<:h for coming, and let me:now'tumtoSecretary Glickman. 
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u.s. WTO AGRICULTURE PROPOSAL 

'i 
"1,, 

The U.S. proposal builds on the structure o£the existing WTO rul~s for agriculture and identifies a 
framework and ambitious reform goals wiili, the objective of s:lJbstantiaily reducing high levels of 
protection and support that disadvantage U;~. farmers, ranchers aJ?d processors.

I 	 ,; j! 

,I ! ; , 
" 

Key Elements ofthe U.S. Proposal: 	 '1 
1 

I, 
,I I : 

• 	 -substantial n~ductions in all tariffs and increases in all tariff-tate quotas, in all markets; 
I 	 'I I 

• 	 -elimination of export subsidies; , 
'I 

• 	 -disciplines on the use of export restrictions and embargoes on agricultural products; 
'. I ' ,": 

• 	 -disciplines on state trading enterprises;" :,'. ' 

• -simplification of rules applying to dJmestic support, ahd establishment of a ceiling on 
trade-distorting support that applies equally to all countries; ~d 

• -rules to ensure market access for products'of newtechilologies. ../ , : ~ ~. , 

,. " . ~.; ": "1';' . : Ii: 
, , .j 

, , 'I I' , 
 ':~.-

! 	 11 i'The United States proposat:: '.' 	 , 
'! • 	 , ~ 

.i :, 
, !: 

• 	 -is a framework for reform, to be amplified With more specific approaches by next spring, 
, 	 i ' , 

• -is comprehensive, with proposals addressing trade-distorting measures in each ofthe areas of 

market access, export competition, an~ domestic suppo~; :: 


• -is reformist, calling for elimination olf export subsidies, 'and, substantial reductions in tariffs and 

tr~de-distorting domestic support; .1 ~! : . 


• 	 -addresses disparities in allowed levels of protection ana support, focusing on bringing down high 

tariff and exclessive trade:-distorting sJbsidies that bene:qt oUr, competitors and keep us out of 

foreign markets; , . ; I . :1 !: . 


• 	-~ill simplify world trade in agriculture by closing 100Jhol~s' thatallo.w countries to maintain high 

subsidy levels and complicated tariff kd customs procd:lurJs; . 


• 	 -affords flexibility to the U.S. congrels as it prepares fJr th~ :next FarIlf Bill by allowing for 

unlimited rural and farm support throtiIgh non-trade-distortirig programs and allowing a 

continuation of trade-distorting subsiqies at more equal'levels; 


• 	 -encourages resource conservation ana environmental protection programs; 

• 	 -is proportionate, the more trade-distJrting the measure,; the deeper the reform: 
o 	 elimination ofexport subsidies, I .:: 
o 	 substantial reforms in border protection through ,k aggressive approach that will put 

pressure on countries with high tariffs in agriculttVe, 

, ,, 
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o establishing a shared standard for the level of trade-distorting domestic support, 
o continuing availability ofexport credit andfood'Qid programs, 
o and allowing unlimited amounts of support through non-trade-distorting measures; 

• -is balanced, calling for substantial :rJforms that can be~realistically and expeditiously achieved in· 
this round ofnegotiations. 

'I ' 

Background: WTO agricultUre negotiation~ were mandated tb beg'in this year under the provisions of 
the Uruguay Round agreement in 1994. W1IO members set a deadline of the end of the year for initial 
negotiating proposa.ls, with latitude for countries to amend and amplify their initial proposals in the first 
quarter of2001. I ~i : ' 

1 
i 

" j 
; 

June ~9, 2000 , 
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lJSTR·RECOMMENDS GSP SUSPENSION OF BELARUS 

I 
and 

ANNOUNCES TERMINATION OF WORKER RIGHTS REVIEW OF THAILAND 

I 
I 

United States Trade Representative Charlene iBarshefsky annoupced today that President Clinton has 
decided to suspend Belarus's benefits under the Generalized SyStem of Preferences (GSP) program. This 
decision was based on a finding by an interagency committee, chaired by USTR, that Belarus has not 
taken sufficient steps to conform to internatiopally recognized worker rights. The GSP program provides 
duty-free treatment on a large number of tariffs from developing cO¥I1tries in order to promote economic 
development, maintain U.S. competitiveness, and reinforce the United States' trade policy agenda. 

. . . ,I, . 
, ' ) 


. ' 

I, " 

"One of the fundamental criteria for GSP eligibility is evidence,that'a country is taking steps to provide 
internationally recognized worker rights," Arrtbassador Barshefsky said. "We have, for some time, been 
reviewing worker rights problems in Belarus toncerning freedofp of association, and the right to 
organize and bargain collectively. Unfortunately, the Govemme~t ofBelarus continues to suppress trade 
union rights and harass union leaders. We thetefore recommended that Belarus be suspended from the 
GSP program." ' I ' 

I 

.. 
I 

, 
:1 
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" 

In evaluating the worker rights situation in Belarus, the GSP committee noted that trade preferences 
were extended to the Central and Eastern European countries after the fall of the Berlin Wall, and to the 
Newly Independent States, including Belanis, following the collapse of Communism in the early 1990s. 
The objective of these GSP designations w~ to assist the fornier communist countries in making the 
transition to democracy, pluralism, and the inarket economy.! " 

, ,I . 
,. 

·1 

II 

Ambassador Barshefsky also announced the termination of the GSP investigation concerning the 
provision of core worker rights in Thailand.IWith enactment of the new State Enterprises Labor 
Relations Act (SELRA) in February, which subsequently rece~ved Royal Assent and was published in 
the Royal Gazette in Bangkok, the administfation of Thai Prime Minister Chuan has succeeded in 
're-instituting fundamental worker rights which had been denie:d to. Thai workers employed by state 
enterprises for the past nine years. 

I, 

"We welcome the important steps taken by Thailand to restore' key worker rights to employees in 
government-controlled companies, measureS which have beenjabsent in Thailand for nearly a decade," 
said Ambassador Barshefsky. "We are also ~ncoutaged that Thailand is considering further actions that 
will soon allow unions representing state enterprise workers t6: associate with private sector labor 
organizations. " i 

" 

.. 1 . 

Background 

Belarus: 

In 1997, the AFL-CI0 filed a petition with the Office of the U.S; :Trade Representative to remove 
eligibility from the Republic of Belarus to p'jrticipate in the Generalized System of Preferences (GSP). 
The petition claimed Belarus had failed to afford internationally recognized worker rights in accordance 
with the requirements of Section 502(b )(7) of the Trade Act of 1974, as amended. U.S. officials met 
repeatedly with their Belarus counterparts bJt were unable to persuade the Government of Belarus to 
~ake sufficient improvements in the worker :rights situation..1 I 

Review by the inter-agency GSP committee trroborated the ~~y ~legations ofthe AFL-CIO. As 
written, the Constitution ofBelarus upholds the right of workers (except state security and military 
personnel) to form and join independent unions on a voluntary ,basis and to carry out actions in defense 
of worker rights, including the right to strikeJ However, these rights are not respected in practice, and 
independent trade unions are suppressed. ' 

Thailand: 
, 

Following the coup in Thailand in 1991, the interim governmept suspended the ability of state enterprise 
workers to enjoy key worker rights includinglthe right to organize, to strike and to bargain collectively. 
In response to this action, the AFL-CIO in 1~91 filed a GSP petition which was accepted in 1992. Since 
that time, Thai labor practices have been the ~ubject of an ongoing review under the worker rights 
provisions of the GSP statute pending attempts by successive a~ministrations in Thailand to enact new 

\ II 
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, ;legislation restoring these rights. 

The GSP program grants duty-free treatment to specified products'that are imported from more than 140 
designated developing countries and territories. 

1 

I 
" 
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'\, .", ." USTR, CEQ RELfASE DRAFT.G~IDEI,l~ES,ON, 

,·,,;]l\'lPLEMENTATION OF EXECUTIVE ORDER REGARDING 

. I~NVIRONMENTAL ~VlEWS OF T~DE AGREEMENTS 

The Office of the United States Trade Representative (USTR).and the Council on Environmental Quality 
(CEQ) today released draft guidelines for itrtplementing Executive Order 13141-Environmental Reviews 
of Trade Agreements. The Ex~cutive Order,1 signed by President Clinton last November, commits the 
United States to careful assessment and consideration of the environmental impacts of future trade 
agreements, including written reviews of certain major trade agreements, and directs USTR and CEQ to 
develop implementing guidelines. ::: . 

,i 
'I 

,I 
.1 

,j 
"These draft guidelines show that when it cqmes to trade and ~e environment, we don't have to choose 
one or the other," said United States Trade Representative Charlene Barshefsky. "We can negotiate trade 
agreements that continue to open markets ar'ound the world to:U.S. goods and sc;rvices, protect the 
environment and promote sustainable develbpment. The key t6 these guidelines is public involvement 
early in the process to identify the relevant ~nvironmental issties, which will enable our negotiators to 
craft a strategy that will produce a good trade agreement and protect the environment." 
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~ : 
CEQ Acting Chairman George T. Frampton, Jr. said: "This Administration is committed to ensuring that 
our efforts to promote free trade serve to str~ngthen, not weaken, environmental protections worldwide. 
These draft guidelines will help achieve that goal by ensuring full ,and open environmental reviews of 
major trade agreements, and by helping our trade negotiators identify win-win opportunities to both 
strengthen the global economy and protect Gur environment.", 

I :: 
'1 

The draft guidelines, which will be published in the Federal ~egister tomorrow, propose procedures for 
public comment to identify potential envirohmental issues as early as possible in the development of the 
trade agreement, to maximize their usefulndss for informing the negotiators. The guidelines also propose 
significant opportwlities for public participJtion, including an;ope'ri and public process for determining 
the scope of the review and in most cases art opportunity to c~mment on a draft review. 

; . 
I 

" 

In keeping with the Clinton Administration's commitment to ieacl;1 out to all interested stakeholders, 
USTR and CEQ solicited public comment qn issues to be addressed in the guidelines and consulted 
closely with its advisory committees, including the Trade and Environment Policy Advisory Committee 
(TEP AC). TEP AC provided a number of ddtailed recommend~tions, many of which are reflected in the 
present draft. Key environmental, economid, and foreign affairs agencies also worked with USTR and 
CEQ in developing the' draft . 

.. ' .:IUSTR ~d CEQ are continuing their outreach efforts by seekihg additional public land advisory 
.. committee comment on the draft in the next few months. A Pllbli~ hearing on the draft guidelines will be 

held in Washington on August 2 and 3. Thel guidelines will be finalized in the falL, .' . 
!.. 

fBackground '" 

Executive Order 13141 institutionalizes, for the first time, theiprocedures for integrating consideration of . 
environmental issues into the negotiating ptocess. The Order recognizes that environmental reviews are 
an imp()rtant tool to help identify potential ~nvironmental effects of trade agreements, both positive and 
negative, and to help facilitate consideratiort of appropriate responses to those effects whether in the 
course of negotiations, through other meanS, or both. . 

Sections 1 and 4(a) of the Order commit the United States to careful assessment and consideration bfthe 
environmental impacts of future trade agreements, including environmental reviews of certain major 
agreements (comprehensive multilateral trade rounds, multilateral or bilateral free trade agreements, and 
major new agreements in natural resource sectors). Further, Section 4(c) of the Order provides that 
environmental reviews may also be done fot other agreements based on such factors as the significance 
of reasonably foreseeable environmental irrfpacts, although it is ~ticipated that most sectoral 
liberalization agreements will not require reviews. ' . ' 

I 

The United States has previously conducted environmental reviews of several major trade agreements, 
including the North American Free Trade Agreement in 1991-:-92 and the Uruguay Round Agreements in 
1994. In November 1999, the United Stateslprepared a study 6fthe economic and environmental effects 
ofthe proposed Accelerated Tariff Liberalization initiative with respect to forest products. Currently, 

2of3 
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USTR is conducting environmental reviews ofthe Free Trade!Area' of the Americas and the Jordan Free 
Trade Agreement negotiations. ' I 
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. " . . : ~, • ~.! . 

U.S. SUBMITS F-RAMEWORK PROlPqSAL AT WTQ:FORPPENING SERVICES MARKETS, 

USING INNOVATI~E NEGOTIATING APPROACHES 


I .. . 

The United States today put forward a far-r~aChing framework proposal for services negotiations. The 
paper was submittE:d in the WTO Council for Trade in Services, which serves as the WTO services 
negotiating body. •! 

1 

I . 

"Services are the infrastructure oftoday's modem economy," ,said United States Trade Representative 
Charlene Barshefsky. "The United States h~s a significant cOl;nparative advantage in services and our 
interests are served by removing foreign ba,ttiers to American; service providers. Our goal in this 
negotiation will be to secure maximum market opening across a broad array of services sectors through a 
broadening and de(!pening of the services cbmmitments of all! WTO countries. As our framework 
proposals in agriculture and now services d~monstrate, the U#iteq States is intent on setting th~ 
parameters and pace of negotiations in the iTO.,,: , . 

These negotiations, mandated as part of the! ~O's "built-in ~genda,,, began earlier this year. The 
negotiations cover all services sectors, including financial serVices, telecommunications, express 
delivery, energy, environmental, professiortal services, and travel and tourism. 
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WTO Members agreed in May to a "roadmap" governing the first phase of the negotiations through 
March 2001, during which Members will shbmit negotiating :propbsals and conclude technical work. 
Today's u.s. paper, the first submitted und¢r the roadmap, provi<;les a number of proposals on, how the 
negotiations should be carried forward and what they should ;achit';ve.' , )!! 

I ' 

The U.S. paper challenges all countries to undertake substantial services liberalization. It specifically 
proposes that:' ,1 

'1 i 
,i 

• 	;~WTO countries use innovative negdtiating approache$ to achieve agreed negotiating objectives, 
including sector-specific "model schbdules" ·of commitments. ' 

• 	 -The starting point for negotiations ~eflect countries' tr~de~liberalization tlfat has occurred since 
the end of the Uruguay Round, rather than the static "h:ound" commitments made in the Uruguay 
Round negotiations. This means that countries should ,not propose commitments less liberal than 
their current practice. I ' 

• -Countries agree to a IIstandstill" forthe duration of the negotiation; that is, not to apply any new 
trade-restrictive measures in services that would improve a country's negotiating position. 

': ',",'i' I,' ,J.' ',; " ; , 

• 	 -The negotiations be concluded by December 2002. ' iii 
, <",: I- , ' ',' 

• 	 -Given the complexity and changing' nature of services, GATS commitments must become more 
comprehensive - encompassing more sectors - and be made more transparent. 

, : ;,:' 'j . " : ':' 
'"~:, 	 \• 	 -GATS classificationsho~ld be imprvedto bette~ re~ect the reality of the marketplace. ~' 

• 	 -Developing countries sheuld participate actively-in·thb negotiations, both as parties seeking and 
as parties providing new GATS cotrtmitments. " " ,.' ': 

• -The U.S. proposal recognizes and Jfirms that governlnents must be able to continue to have the 
right to set high levels of protection for consumers, health,: safety, and the environment. These 
governmental responsibilities must not be diminished'in tlfe GATS negotiations. 

The United States anticipates submitting ahditional papers la,~er i'n the year setting out substantive 
proposals for services trade liberalization ih speCific sectors.: 

,j 
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WTO:Pane} Finds U~S;,Acted Prematurely on Bananas, But U.S. Uuties Unaffected~' :,', 
,";" 

~ (', , I I 

: ' 

,; 

The Office:ofthe:U:S'.TradeRepresentative ~ounced today th~t a dispute settleme-nt panel ofthe OJ'' 'j', 

World Trade Organization has concluded that ~he United States acted inconsistently with WTO rules " ';; 
when it changed import requirements for;a period of six and one-:-half weeks last year before WTO 
dispute proceedings had concluded in the Bananas dispute. However, the panel rejected arguments by 
the European Union that U.S. tariffs now in place in the Bananas dispute violate those rules. The panel's 
ruling requires no action by the United States. I ,! ' 

" 

"While the panel concluded that we acted preD;laturely when wechariged our Customs bonding 
requirements on EU goods last year, it rejecteq. the EU claim that the tariffs now in place as a result of 
the Bananas dispute aTe not consistent with WTO procedural requirements. The EU would be better 
served if, instead of pursuing litigation, it addressed the source of the problem by bringing its 
WTO-inconsistent banana regime into compliance," said U.S. Trade Representative Charlene 
Barshefsky. ", " 

" 

, 'I" 

The ED's complaint addressed the U.S. annoJcement ofMarcli~, 1999 that it would change bonding 
requirements on certain imports from EU courttries. The United States took this step in order to ensure 
that it coul?, from that date, collect any duties ithat might be applied ~fte~ a WTO arbitrator in the 
Bananas dIspute completed a report on the level of harm to the U.S.; whIch had been scheduled for 
March 2. Because the March 3 bonding requirbments were a temporary measure in place only until 
WTO proceedings finished on April 19, 1999, the panel's findinp requires no action by the United States. 

I 
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1 

I 

While the panel found against U.S. bonding requirements, it rejected EU arguments that the United 
States violated WTO procedural rules by not r~questing separate pan~ls to determine whether, and by 
how much, the EU banana regime harmed U.S. exports. The EUhad argued that because only one panel 
considered both questions, current U.S. duties Ion bananas are in90nsistent with WTO rules. The EU has 
presented this argument to several WTO panels; not one has acc~pted it. 

Background 

1 
'I 

, , 

The United States Customs Service requires that importers post' bonds to ensure that they pay all duties 
which may be due and meet other U.S. legal r~quirements. The U.S. action on March 3, 1999 consisted 
of changing those bonding requirements on cdrtain imports frOrrl EU countries to ensure that higher 
duties could be collected following completio~ of WTO proceedings authorizing duty increases. Those 
proceedings were not completed until April 19, 1999. I 

'I 
: 

The EU argued that the U.S. action discrimina,ted against imports from EU countries and imposed 
charges in violation of various provisions of the General Agreement on Tariffs and Trade 1994. The EU 
also argued that the United States violated various provisions of:the ,WTO Dispute Settlement 
Understanding by acting against the EU beforb WTO proceedings were complete. Finally, the EU, 

U.:~. Ban~~as :arif,~s W~O-inconsisten,t. I .;::<!: .,.'":,:' .>: ,";:," : 
.•,r ).r~, .".; J..., l~. , '-', ','~" t •• ,,'. ,"I" ~ .~ , 

. ,," , ' ': ,I, " 

argued that the United States and the Banana'; arbitrator failed to follow procedural rules,' rendering all 

While the WTO panel agreed with the EU thal the United State~ ",cted prematurely:inchanging bonding 
requirements on March ,3, it rejec~ed the EU argument that the t¥iffs now in p.lace are.WTO'-inconsistent 
because of'WTO procedural reqUIrements. The panel supported the U.S. positIOn,on these proceduraL, 
requirements, and disagreed with the EU that the WTO panel in Bananas was incorrect in applying .' ,." 

them. These procedures prevent a non-implenienting party suchias the EU from engaging in endless 
litigation to delay compliance or the consequdnces of non-complianpe. 
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UNITED STATES ANDJA,pAN AGREE QN INTERCONNECTION RATES 

I 
I 1 

President Clinton hailed the agreementanno'liQ.ced today by United States Trade Representative 
Charlene Barshefsky substantially lowering Japanese telecommimication interconnection rates. The 
agreement was reached as part of the Enhancep Initiative on Deregulation and Competition Policy and is 
included among new Japanese deregulation c~mmitments secured in: the Third Joint Status Report of the 
U.S.-Japan Enhanced Initiative on Deregulation. ", 

1 
, I 

"This important agreement on interconnection rates will help fur:ther reduce regulatory barriers to trade 
between the United States and Japan," said President Clinton. "It will level the playing field for' 
America's cutting edge technologies and increase the number of lJapanese consumers connected to the " 

, Internet. It's a win-win for the United States and Japan, arid repr~sents an important step as we prepare to 
discuss the impact of information technology ~n the global economy at the G7/G8 Summit." 

, . I ,i ; 
1

I ,
I , 

. .• I • 

"This deal opens Japan's telecommunications market to genuine corripetition and should save 
telecommunications carriers around the world more than $2 billion dollars over the next two years," said 
Ambassador Barshefsky. "In the information age, lowering these interconnection rates will unleash 
enormous economic opportunities for U.S. teltkommunication carriers and Internet services providers, 

, I 

lof3 I 9/1/00 11 :05 AM 

http:www.ustr.gov
http://www.ustr.gov/releases/2000/07/00-55.html


!! 
":i :' http://www.ustr.gov/releases/2000/07/00-55.html 

II 
:1
'I ,: 

as well as fDr Japanese CDnsumers and the Japanese eCDnDmy 4~ a ';VhDle. 
!I I: 
:1 : 

: 	 "! ' 

: 	 'I ; 

The telecDmmunicatiDns cDmmitments will substantially impr6v'e U:S. firms' access to. Japan'sI 	 'I i' 

$130 billiDn telecDmmunicatiDns market. Un~er the deal struc~1 earJy wed~esday mDrning in TDkYD, 

Japan has agreed to. IDwer its rates fDr regiDn~1 access by 50 pe,rcent over two. years and IDeal access by 

20 percent Dver twO. years. These cuts will be: frDnt-IDaded and:jna~e, retrDactive to' April 1 Df this year 

and then;~ will likely be further substantial cuts in the third year i (2002). 


" 	 ' ! ; 
I, I, 

11 	 . 

AmbassadDr Barshefsky also. annDunced that "Japan also. agreed to' 'further liberalize its 

telecDmmunicatiDns market by Dpening up the 'last mile' to' cDIppetitlDn - unbundling' subscriber lines. 

This will. allDw new entrants to' lease thDse li~es at cDst-based tates to' prDvide services such as high' 

speed Internet access." 
 ' 	 ' , 

!
, 

I 

' 

, i I 

:: I I 

FACTSHEET :! 
Iii'

"US-JAPAN AGREEMENT ON INTERC(1)NNECTION RATES 
I! 

\ ~ , , 	 ." 
" 
" 

,~.' I' 

B~ckg~ound: Ove~~regulation of new entrants in Japan's telecommfmicatiohslsector:and'weak controls over the 
powerful dominant carrier, NTT, have stifled corhpetition in Japan's $130 ,billion telecommunications market and 

, depriv~dthe Japanese economy ofthe benefits of innovative services and low prices. 1.0 an attempt to address 
:' theselproblems, the United States has called for ~ "TelecDmmunications Big Bang,'!,pr;essingfor elimination of 
'", unnecess~ry,.. egulations and stronger safeguards against anti-competitive ~t?haviorby dominant c~rriers. . , ,'. '::," 	 !i ;!' . :.' 

I 
~ i 

Accomplishments: To address these problems, Japan has agreed tOl' 
I' 

, 
,
.; 


Ii I 
" I 	, , 

• 	 Reduce the cost for competition to intercoflnect with NIT's s~sterit 'by about 50% at the regional level (of 
greatest importance to U. S. ,?ompanies) and 20% at the local: level over the next two years (2000 and 
2001). These cuts will be retro-active to Aprill, 2000. :1 

,I 
" 

• 	 Conduct a thorough review ofNTT's interconnection rates in if002,based on an improved rate calculation 
mopel. This process should result in additional and substantia' rate reductions in 2002. 

:1, " 

• 	 Open new points of access ("unbundling") to NTT's netw~rk J~d ~riact rules to ensure fair usage rates and 
conditions in order to allow new entrants to compete in provi4ing :high-speed Internet services. 

- " I 

I 

• 	 Enhance new entrants' ability to build new networks by l) elirhina'ting restrictions on new competitors' 
ability to construct their own networks in the most efficient way" ~nd 2) removing certain road 
construction restrictions and promoting measures to improve laccess to underground tunnels controlled by 
NTT and electric utilities. I· ii. :, 

• 	 D~termine by March 200 1 if interconnecti~n with NTT DocoMo, [Japan's largest wireless provider, should 
be regulated more strictly because of Do CoMo's "dominant" :rark,et power. 

:1· I· 

II : ~. ' 

i i; 
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Benefits to the U. S.: These agreements will improve U. S. firms' adcess to Japan's $130 billion 
telecommunications sector, the second largest in 'the world. Lowering interconnection rates to the levels agreed 
above will in itself save competitive carriers over $2 billion over the l next two years. The benefits for new 
competitors should be even more significant in 2,002, as interconnection rates will likely drop even more sharply. 
Japanese consumers will benefit from better serv:ice and lower costs.' Interconnection cuts will reduce the cost of 
business-to-business transactions and Internet ushge. They will also:stoke Japan's economic recovery, stimulating 
trade between the, world's two largest economiesJ ! 

, , 

\ ",J""""".:' .'. 

, :<', ." 

" ~;. ':.-. . 

'I 

'I 
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" 
I , 

UNITED STATES AND JAPA1"'i AGREE ON INTERCONNECTION RATES 

President Clinton hailed the agreement Lounced today ~~ United States Trade Representative 
Charlene Barshefsky substantially lowerling Japanese telecommunication interconnection rates. 
The agreeinent was reached as part of thb Enhanced Initiativ'e on Deregulation and Competition 
Policy and is induded,among new JapaJese deregulation commitments secured in the Third Joint 
Status Report of the U.S.-Japan Enhanc~d Initiative on -.geregubition. ' 

, I, ,;: ' 
"This important agreement on interconnection rates will h~~p further reduce regulatory barriers to 
trade between the United States and Jap<in," said President Clinton. "It will level the playing 
field for America's cutting edge technol6gies and increase the number of Japanese consumers 
connected to the' Internet. It's a win-win :for the United States and Japan, and represents an 
important step as we prepare to discuss the impact of inforination technology on the global 
economy at the G7/G8 Summit." I' 1 " 

"This deal opens Japan's telecommunications market to genuine competition and should save 
telecommunications carriers around the todd more than $2, billion dollars over the next two 
years," said Ambassador Barshefsky. "In the infonnation age, lowering these interconnection 
rates will unleash enonnous economic o~portunities for U.s. telecommunication carriers and 
Internet services providers, as well as for Japanese consum~,rs and the Japanese economy as a 

'I 1 

whole. 
I 
I 

The telecommunications commitments will substantially iniprove U.S. finns' access to Japan's 
$130 billion telecommunications market. I Under the deal sfruck early Wednesday morning in 
Tokyo, Japan has agreed to lower its rates for regional access by 50 percent over two ye~s and 
local access by 20 percent over two yearsl These cuts will b'efront-Ioaded and made retroactive 
to April 1 of this year and there wi1llikel~ be further substantial ,cuts in the third year (2002). 

" ' 
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~ I 

': 
i 

';
Ambassador Barshefsky also announced that "Japan also agreed to further liberalize its 
telecommunications market by openin~ up the 'last mile'" to competition - unbundling' subscriber 
lines. This win allow new entrants to lease those lines at' cost-based rates to provide services 
such as high speed Internet access." i 

,I 

1 

I 

1 
,I 

'FACT SHEET: 
US-JAPAN AGREEMENT ON INTERCONNECTION RATES· 

I : . 	 . 

Background: Over-regulation of new entrants in Japan's telecommunications sector and weak controls 
I 	 , . 

over the powerful dominant carrier, NTT, have stifled competition ~ih Japan's $130 biJlion 
telecommunications mark~t and deprived ~he Japanese economy of th~ benefits of innovative services 
and low prices. In an attempt to address tHese problems, the United States has called for a 
"Telecommunications Big Bang," pressing for elimination of unnecessary regulations and stronger 
safeguards against anti-competitive behavibr by dominant carriers.' ' 

. . 	 I'~.·i I 

Accomplishments: To address these problems, Japan has agreed to:, 
, 

• 	
I : 

Reduce the cost for competition to interconnect with NTf's system by about 50% at the regional 
level (of greatest importance to U. S. companies) and 20% at the local level over the next two 
years (2000 and 2001): These cutS!Will be retro-active:;to A,prill,2000.. ' 

• 	 Conduct a thorough review ofNTIi's interconnection r~te's in 2002, based on an improvea rate 
calculation model. This process shpuld result in additi?nal and substantial rate reductions in 

2002. I:' " ' 
Open new points of access ("unbunl:lling") to NIT's network and enact rules to ensure fair usage • 
rate~ and conditions in order to allow new entrants to c.9mpete in providing high-speed Internet 
services. ' 

Enhance new entrants' ability to build new networks by 1) eliminating restrictions on new .• 	
, 

competitors' ability to construct the1ir own networks in the n:tqst efficient way, and 2) removing 
certain road construction restrictionk and promoting measures to improve access to underground 
tunnels controlled by NIT imd electric utilities. '. 

• 	 Determine by March 2001 ifinterJnnection with NIT~OC~MO, Japan's largest wireless 
provider, should be regulated more ~trictly because of DoCoMo's "dominant" market power. 
. 	 . I I 

Benefits to the U. S.: These agreements will improve U. S. firms.' access to Japan's $130 billion 
telecommunications sector, the second large~t in the world. ,Lo~ering interconnection rates to the levels 
agreed above will in itself save competitive tarriers over $2 billibn over the next two years. The benefits 
for new competitors should be even more si~nificant in 2002, as 'interconnection rates will likely drop 
even more sharply. Japanese consumers will benefit from better:service and lower costs. 
Interconnection cuts will reduce the cost ofbusiness-to-busines~;tran~actions and Internet usage. They 
will also stoke Japan's economic recovery, sfi,mulatingtrade be~eeri the world's two largest e,conomies. 

, 	 I 
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BARSHEFSKY HAILS SIGNIFICANT ACHIEVEMENTS UNDER ENHANCED 

DEREGULArrION INITIA'jfIVE 

'I " 

j 

TOKYO -- United States Trade Representative Cha~lene Barshefsky today hailed significant new Japanese 
deregulation measures achieved under the Third Joint Status Report of the U.S.-Japan Enhanced Initiative on 
Deregulation and Competition Policy. 

Ambassador Barshefsky issued the following statement this afternoon: :! , 

"The measures achieved under this initiative, particularly our agreemen~ in teit!communications, will translate 
into substantial gains for U.S. firms doing business in Japan. Meaningful deregulation will support continued 
recovery of the Japanese economy, and Japanese cohsumers will benef1t across the board from lower prices, 
greater choice, and more innovative new products. : 

" , 

'I 

"The achievements detailed in the Third Joint Statu~ Report build on an'dsignificantIy expand our previous two 
years' of work under the Enhanced Initiative. It covers a broad range of:sectors, including telecommunications, 
energy; housing, medical devices, pharmaceuticals and financial servi~~s. It also focuses on cross-cutting 


:' 
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structural issues related to distribution, transparency and competition policy. , 
,I 

q , 

"The United States' experitmce with deregulation ov~r the past 20 years gem<;mstrates the tangible and positive 
benefits that result when the interests of consumers are placed at the top of regulatory policy objectives. This 
Enhanced Initiative seeks to eliminate the bottleneck~ that inhibit Japanes.e structural change and economic 
adjustment, and represents a giant step forward in Japan's efforts to foster and sustain economic renewal. 

1 

il 

"Our work is not yet complete and we look forward to working with Japan as it continues its deregulation 
efforts. II ' 

(Fact sheet on the Third Joint Status Report follows) 
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THIR])JOINT ST~TUS REPORT UNDER THE U.S.-JAPANENHANi~EriiNITIATIVE ON ' 
" 'I DEREGULATION AND COMPETITION POLICY " 

July 19,2000 

, 
,; 

'I 

OVERVIEW 

I'
I 

In light of Japan's low economic growth, the Go~ernment ofJapaQ has Undertaken significant fiscal and 
monetary stimulus. These have been necessary measures to rekindle svstainable growth, but will prove 
insufficient unless coupled with structural change driven by deregUlation that frees up the economy to 
greater competition. . ' ,j 

Initiated by President Clinton and then-Prime Minister Hashimoto: at the Denver Summit of 1997, and 
carried out by U.S. Trade Representative Charl~ne Barshefsky and then Foreign Minister Yukihiko 
Ikeda, the Enhanced, Initiative on Deregulation and Competition Policy: seeks to eliminate bottlenecks 
that inhibit Japanese structural change and economic adjustment. Jhis report on the third year of the 
Enhanced Initiative was agreed to by the U.S. aftd Japan under the co-chairmanship ofDeputy U.S. 
Trade Representative Richard Fisher and Japan'k Deputy Foreign'Affairs Minister Yoshiji Nogami. It 
focuses on telecommunications, energy, housing, medical devices, pharmaceuticals, and financial 
services. It also addresses cross-cutting competition policy, transp,arency, and distribution. 
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Building on achievements made over the past two years, the new measUres contained in this Joint Status 
Report constitute a significant step forward in Japan's ongoing efforts to,clear out the regulatory thicket 
that has prevented the world's second-largest ~cohomy from realizing sustainable economic recovery. 
Simultaneously, this Initiative remains a crucial Component of the 'Clinton Administration's strategy to 
further open markets in Japan. It is crafted to complement our multilateral agenda in APEC and the 
WTO and our ongoing bilateraUrade agreement~ on issues such as:autos and auto parts, government 
procurement and insurance. ' ' . 

The measures underthis Initiative will translate ~nto significant gains for U.S firms doing business in 
Japan. At the same time, Japanese consumers will benefit across the board from lower prices, greater 
choice, and more innovative new products. Most importantly, these deregulatory steps will contribute to 
sustainable recovery of the Japanese economy. This is good for Japan, Japan's trading partners, and the 
world. 

TELECOMMUNICATIONS 

Background: Over-regulation ofnew entrants in Japan's telecommuni~ations sectorand.weak controls 
,()ver the powerful dominant carrier, NIT, have stifiedcompetition:in JapaIl's;$130 billion, 

" telecommunications matket and deprived the Jap'anese'economy of the' benefits of innovative services 
and, low prices: In an att(~mpt to address these prbblems, the United State~ has called for a 
"Telecommunications Big Bang," pressing for elimination of unnecessary regulations andstronger 
safeguards against anti-competitive behavior by tlominant carriers. , " 

, 	 I ' 
,: 

", 	 I, 

Accomplishments: To address these problems, Japan has agreed i~: 
I 	 II 

, ~ 

• Reduce the rates for competitiors to interconnect with NTT's network by about 50% at the regional 
level (of greatest importance to U.S. companies) and 20% at the local level by 2001. 

. 
I 

!..Conduct athorough review ofNTT's interconnection rates in 20Q2, based on an improved rate 
calculation model. This process should result in 'additional and substantial rate reductions in 2002. , : 

• Open new points ofaccess ("unbundling") to NTT's network and enact rules to ensure fair usage rate 
and conditions in order to allow new entrants to compete in providing high-speed Internet services. 

" 

• Enhance new entrants' ability to build new net~orks by 1) eliminating restrictions on new competitors' 
ability to construct their own networks in the most efficient way, and 2) removing certain road ' 
construction restrictions and promoting measures to improve access to underground tunnels controlled 
by NTT and electric utilities. I , 
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• Determine by March 2001 if interconnection w~th NTT DoCoMo, Japan's largest wireless provider, 
should be regulated more strictly because of DoqoMo's "dominant" market power. 

Benefits to the U.S.: These agreements will improve u.s. firms' acces~ to Japan's $130 billion 
telecommunications sector, the second largest in ~he world. Lowering interconnection rates to the levels 
agreed above will in itself save competitive carriers over $2 billioniover the next two years. The benefits 
for new competitors should be even more signifi4ant in 2002, as in~erconnection rates will likely drop 
even more sharply. Japanese consumers will benefit from better service and lower costs. Interconnection 
cuts will reduce the cost of business-to-business transactions and Internet usage. They will also stoke 
Japan's economic recovery, stimulating trade between the world's ~rvo largest economies. 

1 

ENERGY ]. 
1 
1 • 

Background: Japan is the third-largest energy market in the world; behind the U.S. and China. Japan's 
ten utilities together produce abouMhree-quarters of Japan's power: ;needs. 

. . I . 

, . ! ~ . ' ' II t ' 
;, ' 

:', i . 'i I.: ". '" .'. , ,:;, " I' .:;. , . ..... 
, . .: . .,', , ": 'I" 

In March, Japan opened nearly one-third of its electricity market to, competition, allowing large , '. .' 
industrial cus'tomers'to choose. their electricity supplier. This reform is intended to help'reduce Japan's . ~ ',J' .. 

energy prices~.which: are the highest in.the OEeD, and in doing so,;increase economic 'growth and create. 
thousands of new jobs. During this year's energy Idialogue under the Erihanced Initiative, the U.S. and . 
Japan reached agreement on key measiIres;,related to implementatibn of this electricity deregulation; 
which will help ensure its success: The agreemertt reached between' the'two governments also will lay 
the groundwork for further deregulation in this irportant sector. : ; . ' 

, I

Accomplishments: '. ' 

.' 
'i 

1 

" 

• Japan has pledged to fully implemem and enforce measures desi~ned.to ensure fair, open, and 
non-discriminatory access to its electricity transniission grid - the utility-owned network that is the only 
channel for transmitting electriCity from one point to another in Japan. : ' 

I Ii . . 
; 

" 

• Japan will disclose information on the development of trans miss ibn rates by utilities so that new firms 
seeking to compete in thc~ market can determine ~fthese rates are beipg,se~ fairly. 

" 

, 

• To foster the shift from a monopoly to a competitive market in th~ electricity sector, Japan agreed to 
eliminate its antitrust exemption for natural mon~polies (including electricity and gas), enforce 
competition guidelines and expand them as appropriate, and actively promote competition in this sector. 

I . 

" 

j'
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• Japan agreed to establish a fair, transparent, and non-discriminatory framework for access to its natural 
gas sector, which is to be: liberalized next year. " 

I 
.1 , 

• Japan also agreed to review the results of these initialliberalizatiqn steps in three years. We expect this 
view to lead to further liberalization of the energy sector. ' 

'I , 

Benefits to the U.S.: U.S. firms will be able to produce, sell, and trade 1power in Japan's $135 billion 

electric power market. Japan's reforms also will create new opportunities for exports to Japan's $15 

billion market for electrical generation equipment, as well as to Japan's: growing energy services market. 


1 

HOUSING 'I 

!. ' ••. 

Background:.Japan's:$42i;billion home building materials market is the secoricl"'largest.,in,the world) " 
Unwieldy rel)talmarketrestrictions an4 governIIient-imposed limit$ on'the size·of wooden.buildings; 
have stymied market:accless and driven up housirtg costs for Japanese cpnsumers.'· 

. i \, : :. 
'I 

'I 
i 

, '.', 
1 

-·Accomplishments: This year's progress under the Enhanced Initiative includes: 
1 , 

.,'): 

.(,',.... 

• A December 1999 change to Japan's Land and House Lease Law governing lease renewals. This 

reform will allow Japan to develop a quality rent~l housing market,limproving housing choices for 

millions of Japanese families and creating enormbus opportunities for domestic and foreign builders and 

suppliers. Experts project this change will lead to a 17% increase in' new housing starts within an hour's 

drive of Tokyo. .
I, 

,I 
I',I

! -j 

• Continuing our efforts from previous years, Japan has agreed to r¢duce restrictions against four-story 

wood-frame buildings. This step will strengthen the current boom in cop.struction of wood-frame houses, 

and could ultimately mean substantial increases in the sales ofU.S;:wood products. 


" " 

• Japan basagreed to belp improve bousing apprLals by ensuring that maintenance and renovation are 

factored into appraisal value. We have also encoJraged Japan's government mortgage bank to make 

mortgage terms for resale housing more compatiBle with the terms already offered for new houses, a 

change likely to happen this year. As a result, more realistic valuations and increased transparency will 

make housing more affordable for young Japanesb families. ' 


'I 

I: 
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Benefits to the U.S.: The U.S. now sells approximately $3.3 billion in building materials to Japan each 
year. These reforms will create important new opportunities for U.S. firms, who stand to benefit from 
hundreds of millions of dollars in new sales while spurring Japan's economic groWth and providing more 
affordable, high-quality homes for Japanese conSumers. i ; I • 

MEDICAL DEVICES, PHARMACEUTICALS AND NUTRITIONAL SUPPLEMENTS 

I 

Background: Continued over-regulation and im;fficiencies in Japk's medical device, pharmaceutical 
and nutritional supplement sectors have slowed the introduction of innovative, cost-effective products 
into Japan. Increasing the availability of these prbducts is a key to helping Japan meet the challenge of 
providing increased quality health care to its agirtg population while 'limiting overall costs. 
• I 

Accomplishments: Japan has agreed to take 25 yoncrete new dereg4lation measures that will increase 
the access of U.S. manufacturers to Japan's health care market, including:, 

.," 

,.' .:' ',I 

;' '. From October 2000, establish an ~'biased:·~d' tran~p~ent.appeais ,pr~~ess that will allow U.S. 
.,", 

, suppliers to challenge' Unfavorable pricing decisi~ns for medical device's and pharmaceuticals under 
Japan's national health insurance system. 

""1'''; I' '::;. 

':'::,', 	 • Implement a transparent and speedy process for creating new meqical device pricing categories and 
provide appropriate interim prices for new devic~s (within four mouths) while their final prices are being 
implemented, and take steps to prevent disprop0l1ionate price cuts on U.S. products due to restructuring 
of functional' categories. 

• Work toward increasing the availability of inno;vative medicines in the marketplace through Japan's 
pharmaceuti~al pricing reform process. 

• Take specific measures to improve the transparency and speed of the <:J.pproval procedures for both 
drugs and medical devices, including increased uSe of foreign clinical data. This will result in faster 
patient access to cutting-edge products. 

,.p 

• Abolish restrictions on the shape and maximum daily dosages of many common vitamins and 
minerals, and allow manufacturers to provide Japhnese consumers with information about the nutritional 
and health benefits of these products. ;

\! 

I, 
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I' 

• On April 1, 2000, Japan implemented a reduction in the approval processing time for new drugs from 
18 months to 12 months. I ' 

Benefits to the U.S.: Japan is the world's second largest market for medical devices and 
pharmaceuticals. In both sectors, U.s. firins are the dominant worldwide suppliers of innovative 
products and will be the key beneficiaries of the :measures Japan has committed to implement under this 
year's deregulation package. U.S. firms now hold 12% of Japan's $60 billion pharmaceutical market and 
almost 30% of Japan's $20 billion medical devic~s market. In the nutritional supplements sector, U.S. 
companies have captured approximately $500 million of Japan's $:6.5 billion market. While significant, 
these market shares are less than in other developed countries. The steps Japan will take are critical to 
ensuring that the steady stream of innovative md:iical devices and'drugs being developed by U.S. firms 
can gain timely access to the Japanese market. I , , 

, , 
DISTRO:BUTION AND CUSTOMS i 

, . i' 

Background: Japan's rigid and inefficient distribution and customs systems have restricted market 
access to U.S. firms in many sectors, including glass, film, and paper. Japan's new Large Store Location 
Law marks an important step forward, but must be carefully monitored to ensure that its implementation 
does not unfairly discriminate against large stords. Japan's ineffici¢nt customs system has burdened both 
Japanese and foreign businesses with high costs land unwieldy procedures. 

, ",:, "I, ~ ::,' ,!:;, , 
'-. ~. l' . : 

,: , ',',:. " ' ;,1,':':';;; ':" l , : 

Accomplishments: Significant new,;Japanese,~measures include: ; 
"I,. "';.: '" 

I 
! 

• On June 1, 2000, Japan replaced the :Large Stores Law 'with the Large Scale Retail Store Location Law 
(Store Location Law). J~lpan has agreed to ensure that this new law is implemented in a consistent, 
transparent, and fair manner I ..... ,co', 

I ' 
• Local governments are responsible for implementing the Stores Location Law. Japanese, U.S., and 
other foreign retailers, however, have expressed concerns that smJll shop' owners will intervene with 
local authorities to make unreasonable demands Ion large retailers over issues related to traffic, parking, 

, noise, and trash removal. To address these concl:1rns, the Ministry of International Trade and Industry 
(MITI) is establishing official contact points in Tokyo and around: the country to field complaints and 
facilitate their resolution. : , ' 

: I 
• To address concerns that local governments will not implement the Store Location Law in a uniform 
manner, Japan has committed to an information bampaign to ensure maximum awareness about the new 
law, and to provide local governments with techhical assistance with regard to its implementation. 

• By increasing the amount of goods that Customs officers are allowed to process during overtime work, 
Japan Cu~torr:s has effe(:ti."~ly reduced the costslofreleasing goo~s imported into Japan, saving U.S. and 
other foreIgn Importers mIllIons ofdollars a year. ': 
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j 

• Over the next year, Japan Customs will introdllce a new Simplified Declaration Procedure that will 
move imports into Japan more efficiently through streamlined procedures for duty payments and 

reporting requirements: . I '. .,' . 


Benefits to the U.S.: These reforms will help American retailers achieve additional progress in gaining 
access to J£'lpan's $1.5 trillion retail market. U.S. retailers already operating in Japan - including Toys R 
Us, Gap, Eddie Bauer, and Costco - will continue to benefit from increasing deregulation in this sector. 
Japan's streamlined customs procedures are expebted to yield substantial savings to American 
businesses. One U.S. firm, for example, estimate~ that its overtime fees will be cut by millions of dollars 
a year due to the increas~:d number of pieces custbms officials are allowed to inspect per hour. 

FINANCIAL SERVICES 

, 
Background: Japan's pool of individual savings i valued at over $12 trillion - is the largest outside the 
United States. But, until recently, Japanese investors had a very limited rapge of investment choices, and 
most of these funds have been held in low-return jassets. Strict regulations narrowly defined the scope of 
financial firm activities, reducing competition and innovation in the sector, as well as limiting the 
opportunities' available to American financial sehrices providers. ; . 

.' . I ' 
\ ,! 

Accomplishments: Japan's "Big Bang" financiailliberalization initiative, which builds:on and extends 

:.~~:.",~'.::Japan's,tindertakings in the 1995 U.S.-Japan Fina{Icial Services Agreement, commits Japan'to a~ 


·j;,fundam.entaIEderegulation of the financial sector. Bilateral financial services discussions have1sought to 

;'~enSure,·that Big Bang:measures were extended and fullyimplementbd,:and.thatiforeign;firmsishare fully 


•;' in the 'new opportunities opening up. Notable derbgulation measures.in this report include: ..' 
. .' ' . ..! I' ! ' 

",". '.' i::' :r" ';.'.i . , I '.: ,....:. j '. ·.i:'. ',' .:,,".;. .,'. ,. :. . 

•. ,.. ~:. Full liberalization of brokerage commissions o~ stock transactions (OCtober 1999) will greatly increase 

competition among brokerages, as it has in other financial markets :t 


'. I! 

• The elimination of ~estrictions on the scope of }jusiness of cross-industry subsidiaries (e.g., securities 
subsidiaries of banks) has eliminated much of the artificial segmentation of the financial services 
industry· . .: 

i . 
• The elimination in Juhe 2000 of the requirement to liquidate portfolio holdings when switching private 
pension fund managers greatly increases the ability of new entrants:to compete for existing pension fund 
business. Japan will eliptinate the corresponding requirement for public pensions by April 2001, and 
permit investment advisers to directly manage pu~lic pension funds, 

I 

• The initiation by the Financial Services Agency ef a system of re~ponse to written inquiries, including 
requests for published guidance and no-action letters, to improve tr~sparency and predictability in the 
regulatory process. i 

Benefits to the U.S.: Drawing on their technologifal and innovative strengths, American financial . , 
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services providers have already reaped significant commercial opportu,nities from the liberalization of 
Japanese financial markets. The Japanese investment trust (mutual fund) market has expanded sharply 
this year, and the number of foreign-affiliated in{restment trust compan'ies has more than doubled in the 
past two years. This year, for the first time, a joirttly-owned American-Japanese firm (Nikko Salomon, 
Smith Barney)led the mcrrket in new equity issuaPces. American ~rms :captured the top four spots as 
advisers to M&A transactions. American firms have also entered the Japanese banking, securities, and 
insurance sector through the acquisition of Japan'ese firms. Opportunities for U.S. firms will continue to 
expand in the future, ,as Japan's financial market tontinues to deve~op, and as the Japanese invest in an 
increasingly sophisticated range of financial products. 

, ! 
INSURANCE 

, ' 

Background: Japan's insurance market is the largest in the world at $331 billion in direct net premiums 
for 1998. Yet it continues to be over-regulated, n6n-transparent, and presents serious challenges to U.S. 
firms, including an inadequate product and rate approval system arid ,shortages of skilled staff. 

Japan's government-owned and operated postal insurance system, or Kampo, is the largest insurer in the 
world, with over $rtrillion in invested assets andlmore than 82 mil,lion policies. Kampo's state-owned 
status makes it exempt from certain areas of government oversight, inspection; and financial obligations. 

, I 

I, 

, I : 
" '''' I ?,,;'~ t,' :,':, ; ,," ,:~',f:" ."i':: ;':',' 

: 'I': Accomplishments: As a result of this year's Initiative, Japan's new'pledges include:.' 
, , I 

,. ,
:,:~;: ,:.':.' ;~. 

• Speeding new and innovative insurance products to the marketby shortening,:standard product 
examination periods and reviewing whether the streamlined "notifiqation" system-can be extended to 
additional commercial and personal insurance lines. ' 

I 

I 

• Examining ways in which Japan's published insurance product examination regulations can be 
clarified., ' , 

• Providing more information,to private firmS'in writing. I' 

I 

• Ensuring a level playing field for all firms by examining insurance product applications in the order 
, they were submitted. ' 

• A v'oiding product approval bottlenecks through more efficient use ~of Japan's regulatory personnel and 
technical resources. 

I' 
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~ Affirming that the bOJ.h~ no current plans tol expand K.amJ?o iI~t~. ad~itio~al areas of non-life . 
msurance, aQ-d that t4e Mmlstry of Posts and TelecommUnICatIOns Wllll1xplam upon request to foreIgn 
insurance providers arid other interested parties clriy plans to change Kampo insurance offerings. 

, ' ! 1 , , ' 

Benefits to the U.S.: These new measures build on progress in detegulatlng the Japanese insurance 
market achieved thrQugh the 1994 and 1996 bilateral insurance agreenients, and will further approve 
U.S. firms" access to 'Japan's $331 billion insuratice market. By str~amnning the current product approval 
system and clarifying Japanese Government rule~ and regulations 'covering insurance, a wider array of 
new, innovative, and Cos.t-competitive insuranceiproducts will becpme;more readily available to 
Japanese consumers. FUlther, a focus on limiting potential expans~on ~fKampo will ensure that the 
private sector, fully capable of meeting all ofthel ins,urance needs 0fth~ Japanese public, is not 
inapp.ropriately challe~ged by government intelention in this im~ortaf~ J;11arket. 

': COMPEl1ITION POLICY , , ' 
1 

i 
I 

Background: A key: goal ofthe Enhanced Initia~ive is to ensure tHat g~vernment deregulation is not . 
undone by anti-competitive actions orchestrated by privat,e-sector players. Preventing incumbent firms in 
once heavily regulateq. sectors from using their ~arket power to st~fle competition is of particular 
concern. The same holds. for preventing cartels ftom undermining the health of the economy and 
excluding foreign compt:~tition. Bid rigging on pJblic procurementiprojects is especially problematic in 
Japan. Strong antitrust enforcement:is needed to tombat such problems. The upcoming reorganization of .. 
the Japanese Government, howe:ver, threatens to :compromise the i~dependence of theJapan FairTrade. 
Commissiopr~ (JHrq)m:ersightof the posts and Itelecommunicatiqns sectors, as MP'F will be'·placed in 
the same mmlstry as JEI C' . . . '. ' •• " ,.. '.' '.I • 

,,;' ',;,' '. " .: ' I : : !', ..... ., ... ,' ',,' 

1 : i 
, i ' j . 

Accomplisb~ents: Bignificant·newmeasures to address these proplems include: \' 
',.'I ' " 

'1 ' 

I , ' 

• The JFTC will actively enforce Japan's antitrust laws against inc4mb~n~ firms in partially or fully 
deregulated sectors (such as the telecommunications and energy s¢ctors) that try to use their dominant 
market position to e~clude or harm competitors. • i ' :, . . 

! I' 
I ' ' 

, . ' i! " 
• Japan haS pledged it'will not allow the upcomi~g government re6rganization to affect JFTC 

independence in antitrust enforcement and competition policy prom()tion related to the posts and 

telecommunications sectors. . I ' i., .
I 

i 
I 
I 

. ' I I, 
. : I I 

• The National Police Agency (NPA) and the JFTCwill initiate a new cooperation mechanism for 
investigating bid rigging; the NPA will provide the assistance to local police departments necessary to 
ensure they can vigol;ously and effectively investigate criminal bi~-riggi?-g, or dango activities. 

: I . 

• The JFTC will surVey the competition effects of financial ties and other relationships between 
manufacturers and distributors and take additional measures to propIOte an efficient and competitive 
distribution "ll1d retail se(:tor. ! 

, , 
i 
 ! , : 


• I • 

i! 
i 
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• The JFTC will strengthen its capabilities to act lagainst cartels by: improving the effectiveness of its 
searches, fortifying its ability to obt,!-in evidence stored on computers, actively seeking penalties against 
obstruction of its investigations and aggressively Ipursuing international cartels. 

Benefits tothe U.S.: Active competition - safeguarded by vigorous Antimonopoly Law enforcement 
and broad-based government support for competition principles - will help reinvigorate Japan's economy 
and help open Japanese markets to American fircls. Japan's agreement to ensure an independent JFTC 
committed to actively enforcing the law against e~clusionary practices in deregulated sectors such as 
electricity and telecommlmications will be a key factor in ensuring 'true market access for American 
competitors. Strengthened efforts to root out cart~ls and bid rigging conspiracies should also help 
eliminate private anti-competitive barriers hindering U.S. exports of goods and services to Japan. 

. I . .,. 
TRANSPARENCY OF THE REGULATORY SYSTEM 

Background: Despite impr?~ements in recent yefs, Japan's regul~tory ,system continues to lack. the 
transparency and account,lblhty necessary to ensure that all players hav~ the same access to pubhc 
information and the policymaking process. New .rtarket entrants an<;l competitors need adequate 
information on Japan's regulatory system in order ito base their decisions on accurate assessments of 
potential costs, risks and market opportunities. This is especially tni,e for foreign firms, which do not " 
have the same,accessto~the bureaucracy as domestic firms. '. ~ "," \:,;:.,: ,;.- ::.; -~.':;: 

, I ' I' ' 
~;::.~ ~',:.~ 1.~~ ~~·:i/.·;: 'x' '~,:·:/'i·;~;!.f.':!: i~ :t';' !' "';.' I.i; ';'; 'e': .,.)' "-~"::'.; 

, ! ." ; I' " ",' .;: 
;", ',;. 

Accomplishm"ents: 

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

~ .." 

• In January 2001, Japan will increase regulatory transparency and Bureaucratic accountability by"", 
introducing a government-wide policy evaluation 1ystem. I: 

• Last year, Japan introduced a Public Comment pLcedure that allo~s the public to review and 
comment on draft regulations. The U.S, however, lias ongoing concerns about the Procedure's 
implementation, including overly short comment pbriods and the fact that public comments rarely appear 
to be reflected in final regulations. As a result, Japin has agreed to examine the Procedure's . 
implementation, including the length of comment rleriods used and reasons why the ministries do not 
use the Procequre in particular cases. The public will have an opportunity; to comment on the survey. 

• When Japan ~nacted its 1999 government inform~tion disclosure law, it exempted special public 
corporations (tokoshu hojin) from the information disclosure obligatipns. However,a special 
government committee is preparing recornrilendatidns for legislation .to require these corporations to 
disclose information to the public in the same way Mready mandated for centra, government ministries 
and agencies. 

Benefits to the U.S.: Reforms that increase the transparency of the regulatory process and make the 
bureaucracy more accountable help curb onerous dirCretiOnary powers of the bureaucracy and shift 
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power to the public. Such refonns also help level the playing fieldifor foreign finns, reducing the special 
advantages traditionally enjoyed by Japan's domestic finns. For example, Japan's policy assessment 
system will, beginning in January 2001, require fuinistries and agencies to evaluate the effects of their 
policies both before and after implementation anii make their policy evaluations public. 

LEGAL SERVICES 
I i 

: ' 

Background: There is not enough legal expertJ in Japan to suppOrt the increased merger and 
acquisition and commercial restructuring activity!that is critical to the recovery ofthe Japanese 
economy. Moreover, by continuing to bar Japanese lawyers from becoming partners with foreign 
lawyers, Japan has limited the ability of Japaneseiand foreign businesses to obtain the fully integrated 
transnational legal services they need for efficiently effecting domestic and cross-border transactions. 

Accomplishments: This year, the Government of Japan has recogrlizedthe need to modernize and . 
liberalize its legal system, and has agreed to take ~ignificant first steps to begin that process: 

. ',(:, 

'.... 

: 
)'" , 

, , 
~:' • :.:;J~:,. " ..... ", ':, ~.. 4' '::, :. L: ;:.~ 

.,', ,.0 Japan has established a Judicial Refonn Counci~ tOTeview a wide, range:·of steps to:make the legal 
'.. system more responsive to the needs for increased legal ser.vices.in Japan.(' 

'. ' 

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

., '. 	 ',e The Japanese Federation of Bar Associations' (N~chibenren) has lifted the ban on business advertising 
by Japanese and foreign lawyers. They are now allowed to advertise their areas of practice, background 
and fees through newspapers, magazines and on Hie Internet. '.-': ; '·:'r~~. 

e Japan has increased the number of successful applicants to the annual Bar Examination by about 1000. 
While this number represents an incremental change, it falls short of the dumber needed to meet Japan's 
bur~e.oning legal dem~d~. ~owe~er,.theJapanese; Gove~ent is considering further increases, and the 
JudICIal Reform CouncIl I!> mvestIgatmg ways to address thIS need. : . . 

Benefits to the U.S.: Japanese and US. businesses are actively contributing to the Japanese 
Government's efforts to address the deficiencies iniJapan's legal syst~m. Lifting the advertising ban will 
allow US. legal professionals to raise their visibility in the Japanese market, and also enable U.S. finns 
to more easily locate needed legal services to effect business development, investments, and merger and 
acquisition activity. Increasing the number of Japahese lawyers will 'also help alleviate demands for legal 
expertise necessary for US. finns to successfully do business in Japan. 

(End) 

12 of 12 9/1/00 II :05 AM 

http:ser.vices.in
http://www.ustr.gov/releases/2000/07/00-56.html


i, 

I . 

·OFFICE OF THE UNITED STATES TRADE REPRESENTATIVE 
I : 

EXECUTI"fE OFFICE OF THE PRESJDENT 

\VASHINGTON,:D.C." 
20508 ' 

I . : 
USTR PREss RELEASES ARE AY,\IUBLE ON TilE USTR WEBSITE AT WW\V.I.'c;rR.r.OV. 

I ' 

00 -56 
FOR IMMEDIATE RELEASE CONTACT: BRENDA~ DALY 
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(202) 395~3230 

BARSHEFSKY HAILS SIGNIFICANT ACHIEVElVlENTS UNDER 

ENHANCED DEREGULAT:ION INITIATIVE 


TOKYO - U n;!ed 5"'" Trode Repe",n",;", Charlene B",~ fsky 10<1Y h,;Jed s;1';fie",' ~,; 1ap~.e dere1'Jafion mos"res xh;md "nde< Ihe Th;,d 10;nI 

StatUs Report of the U.S.-Japan Enhanced Initiative on Deregulation and Competition Policy.; 
. ,,, . I - -' 

Ambassador Bmhefsky issued the following statement.this afternoon: " : . 

"The measures achieved under this initiative, particularly our jgreement in telecommunications, will rrirn~late' into substantial gains for U.S. firms doing business in 
Japan. Meaningful deregulation will support continued recove~ of the Japanese economy, and Japanese consumers will benefit across the board ITom lower prices, 
greater choice, and more innovative new products. : i 

"The achievements detailed in the Third Joint Status Report build on and significantly expand our previous two yem' of work under the Enhanced Initiatiye. It 
covers abroad rangl! of sectOrl, including telecommunications,lenergy, housing, medical devices, pha:rmaceuticals and financial services. It also focuses on cross­
cutting structurnJ issues related to distribution, tr.msparency and competition policy. ' 

"The United States' experience with deregulation over the PJ 20 yem demonstrates the tangible and positive benefits that result when the interests of consumer> 
are placed at the lop of regulatory policy objecti~es.This Enh~ced Initiative seeks to eliminate the oottlerecks that inhibit Japanese structuraJ change and 
economic adjustmen~ and represents agiant step forward in Japan's efforts to foster and sus~n econof)lic renewal. 

"Our work is not yet complete and we look forward to workinJ with Japan as it continues its 'deregulation efforts." 

(Fact sheet on the Third Joint Status ReJort follows) , : ;. 
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FACT SHEET 


THIRD JOINT STATUS REPORTI UNDER THE U.S.-JAPAN ENHANCED INITIATIVE 

ON DEREGULATION AND COMPETITION POLICY 

, 
July 19,2000: 

I ! ' 

OVERVIEW: 
, 

, I j , 

In light of Japan's low ~conomic gro"ith, the Govemmept of Japan has W1derta.\cen significant 
fiscal and monetary stimulus. These Have been necessary measures to rekindle sustainable 
growth, but will prove insufficient W1lFsS co?pled with structural change driven by deregulation 
that frees up the economy to greater competItIOn. ;.. 

I : : 
. Initiated by President Clinton and thert-Prime Minister Hashimoto at the Denver Summit of 
1997, and carried out by U.S.Trade R~presentative'Charlene Barshefsky and then Foreign 
Minister Yukihiko Ikeda, the Enhancetl Initiative on Deregulation and Competition Policy seeks 
to eliminate bottlenecks that inhibit Japanese structural dhange and economic adjustment. This 

.'" ,.. .. .. " I, , 

-. report on the third year of the Enhance,d Initiative was agreed to by the U.S. and Japan under the 
co-chainnanship ofDeputy U.S. Trad~ Representative- Richard Fisher and Japan's Deputy 

. Foreign Affairs Minister Yoshiji Nogajai. It focuses on telecommW1ications, energy, housing, 
medical devices, pharmaceuticals. and financial services. It also addresses cross-cutting 

, I' ­
competi tion policy, transparency, and distribution. . 

. I 
Building on a.chievements made over the past two years,the new measures contained in this Joint. 
Status Report constitute a significant step forward in Jap?Jl's ongoing efforts to clear out the 

. regulatory thicket that has prevented the world's second-largest economy from realizing 
sustainable economic recovery. Simultaneously, this Initiati";e remains a crucial component of 
the Clinton Administration's strategytb further open markets in Japan. It is crafted to 
complement our multilateral agenda inlAPEC and the W!O and our ongoing bilateral trade 
agreements 011 issues such as autos and auto parts, government'procurement and insurance. 

The measures W1der this Initiative willitranslate into significant gains for U.S finns doing 
business in Japan. At the same time, J~panese consumers will benefit across the board from 
lower prices, greater choice, and more innovative new prbducts. Most importantly, these 
deregulatory steps will contribute to su~tainable recovery' of the Japanese economy. This is good 
for Japan, Japan's trading partners, andl the world. 

I 




TELECOMMUNICATIONS 


· 	 fl. J ,'I' .. d k'd 	 0 IBackgroun: ver~regu atlOn 0 new entrants In :lpan s teecommUnIcatlOns sector an wea' 
controls over the powerful dominant ~arrier, NTT, have stifled competition ih Japan's $130 
billion telecommunications market arid deprived the Japanese economy of the benefits of 
innovative services and low prices. Ih an attempt to address these problems, the United States 
has called for a "Telecommunication~ Big Bang," pressing for elimination e.f unnecessary 
regulations :md stronger safeguards abinst anti~compe~itive behavior by dominant carriers. 

, I 	 " 
Accomplishments: To address these: problems, Japan has agreed to:' 

, i, I ,
, I 	 I 

Reduce the rates for competitiors ~o interconnect with NiT's network by about 50% at the • 
regional level (of greatest importance to U.S. companies) and 20% at the local level by 2001. 

!-Conduct a thorough review ofNTT's interconnection rates in 2002, based on ~ improved 
rate calculation modeL This process should result in additional and substantial rate 
reductions in 2002. 

• 	 Open new points of access ("unbuldling") to NTT's nenvork and enact rules to ensure fair 
o usage rate and conditions in order to allow new entrants to compete in providing high~speed 
Internet services. 

• 	 ' Enhance new entrants' ability to build new networks by 1) eliminating restrictions on new 

competitors'ability to construct tHeir own networks: in the most efficient way; and 2) 
 i' 

removing certain road constructioA restrictions and promoting measures to improve access to 
. undergro und tunnels controlled b1 NIT and electric: utilities. 

'. 	Determine by March 2001 if interconnection with NlT DoCoMo, Japan's largest wireless 
provider, should be regulated mori strictly because of,D~<;:~Mo's "dominant" market power. 

Benefits to the U.S.: These agreemJts will improve U.s. rirms' access to Japan's$130 billion"' 
I 

telecommunications sector, the second largest in the world. Lowering interconnection rates to 
the levels agreed above will in itself sJve competitive carriers over $2 billion over the next two 
years. The benefits for new competito~s should be even more significant in 2002, as 
interconnection rates will likely drop ~ven more sharply. Japan~se consumers wiII benefit from 
better service and lower costs. Intercobnection cuts will' reduce the cost of business~to~business 
transactions and Internet usage. They ~vill also stoke Japan's economic recovery, stimulating 
trade between the world's two largest economies. 

I 

. 1 I 



I ­

ENERGY 
I 

Background: Japan is the third-largest energy mJrket in the world, behind the U.s. and China. 
·Japan's ten utilities together produce tbout three-quJrte'rs·of Japan's power needs. 

In March, Japan opened nearly one-third of its electricity mar~et to competition, allowing large 
industrial customers to choose their el~ctricity supplier.: This reform is inteRded to help reduce 
Japan's energy prices, which are the highest in the OEeD, and in doing so, increase economic 
growth and create thousands of new j~bs. During this year's energy dialogue under the 
Enhanced Initiative, the U.S. and Japan reached agreement dn kev measures related to 
implementation of this electricity dere1gulation, ""'hich will help e~sure its success. The 

. agreement reached between the two g6vernments also ~'illidy the groundwork for further 
deregulation in this important sector. 

Accomplishments: 

• 	 Japan has pledged to fully impiem'rnt and enforce m~asures designed to ensure fair, open, 
and non-discriminatory access to its electricity transmission grid - the utility-owned network 
that is the only channel for transmihing electricity from one point to another in Japan.

I ~ '" 

• 	 Japan willdiSclose infonnation on Ithe development ?ftr~smission (ates by utilities so that 
new finns seeking 

~ 
to compete in the market can determine if these rates are being set-fairlv. I 	 ... - _. 

I 

• . To foster the shift from a monopoly to a competitive;market in the electricitY sector; Japan 
-, . agreed to eliminate its antitrust exetnption for natura\ monopolies (including' electricity and 

.gas), enforce competition guidelin~s a.'1d expand them as appropriate, and actively promote 
competition in this sector. 

•. 	Japan agreed to establish a fair, transparent, and non-discriminatory framework for access to 
its natural gas sector, which is to b~ liberalized next year. ­

I 

• 	 Japan also agreed to review the re~J1ts of these initial: liberalization steps in three years. We 
I 	 . 

expect this view to lead to further liberali.zation of th~ energy sector. 

Benefi ts to th e U.S.: U.S. fi nns will b~ able to produce, 'se11, :and trade power in Japan's S 135 
billion electric power market. Japan's ~eforms also will create new opportunities for exports to 
Japan's $15 billion market for electrical generation equipment, as well as to Japan's growing 
energy services market. ' 

I, 



HOUSING 

Background: Japan's $42 billion holme building materials market is the second-largest in the 
world. Unwieldy rental market restrictions and government-imposed limits on the size of 
wooden buildings have stymied mar~et access and driven up housing costs for Japanese 

consumers. I 

Accomplishments: This year's prog~ess under the Enhanced Initiative includes: 

• 	 A December 1999 change to Japal,s Land and H0 u;e Lease Law governing lease renewal s. 
This reform will allow Japan to d~velop a quality re'ntal housing market, improving housing 
choices for millions of Japanese:families and creating enormous opponunities for domestic 
and foreign builders and supplier~. Experts project this thange will lead to a 17% increase in 
new housing starts within an hOUr drive ofTokyo. : . . 

• 	 Continuing our efforts from previous years, Japan has, agreed to reduce restrictions against 
four-story wood-frame buildings. IT~is step will strengthen. th7 current ~oom in constru~tion 
of wood-frame houses, and could iultlmatelv mean substantIal increases in the sales ofD.S. ' 

wood products. I" . 
<.0 Japan has agreed to help improve pousing appraisals by ensuring that maintenance and 
" renovation are factored into appraisal value. We lfave also encouraged Japan's government 

mortgage bank to make mortgage Iterms for resale housing more compatible with the terms 
already offered for new houses, a change likely to happen this year. As a result, more 

'. realistic valuations and increased transparency will make housing more affordable for young 
.Japanese families. ' 

. Benefits to the U.S.: The U.S. now s~lls approximately $3) 'billion in building materials to 
, Japan each year. These reforms will create important n~w opportunities for U.S. firms, who 

stand to benefit from hundreds of millions of dollars in new s~les while spurring Japan's 

economic growth and providing more affordable, high-quality homes for Japanese consumers. 




, , 

MEDICAL DEVICES, PHARMACEUTICALS AND NUTRITIONAL SUPPLEMENTS 

BaCkgrOund:' Continued over-regulLon and inefficie~cies l~ Japan's medical device, 
, pharmaceutical and nutritional suppl~ment sectors hav~ slo~ved the introduction of innovative, 
cost-effective products into Japan. Inbeasing the availflbility of these products is a key to 
helping Japan meet the challenge of droviding increaseii quality health care to its aging 
population while limiting overall cost!s. ' 

, ' 

I ' ' , 	 , 
Accomplishments: Japan has agreed to take 25 concrete new deregulation measures that will 

, increase the access of U.S. manufactu~ers to Japan's health care market, includimz:I 	 ' ­
". From October 2000, establish an unbiased and transparent appeals process that will allow 

U.S. suppliers to challenge unfavdrable pricing decisions for medical devices and ' 
pharmaceuticals under Japan' s na~ional health insurance ,system. 

, 	 Ii" 
• 	 Implement a transparent and speedy process for creatihgne'w medical device pricing 

categories and provide appropriat~ interim prices fo~ new devices (within four months) while 
their final prices are being implemented, and take st~ps to prevent disproportionate price cuts 
on U.S. products due to restructurihg of functional categories. 

I ~ .' i~:" 
-. 'Work to\1/ard increasing the availapility of innovativ~ medic,ines in the marketplace through 

Japan's pharmaceutical pricing, reform process.' , ,.' '~ . 

• 	 Take specific measures to impr~veithe transparency and ;peed of the approval procedures for 
both drugs and medical devices,including increasedluseofforeign clinical data. This will 
result in faster patient.access to cutting-edge products. ' 

• 	 . Abolish restrictions on the shape Jd ma."Ximum daily dosages of many common vitamins and 
minerals, and allow manufacturers Ito provide Japane?e cQnsumers with information about the 
nutritional and health benefits of these products. • 

• 	 On April 1, 2000, Japan imPlemenld a reduction in ~he ahproval processing time for new 

drugs from 18 months to 12 montht 


Benefits to the U.S.: Japan is the WOrl1d's second largest1market for medical devices and 
pharmaceuticals. In both sectors, U,S'I firms are the dominant worldwide suppliers of innovative 
products and will be the key beneficiaries of the measures Japan has committed to implement 
under this year's deregulation package. IU.S. firms now hold 12% of Japan's $60 billion 
pharmaceutical market and almost 30%. of Japan's $20 billion, medical devices market. In the, 
nutritional supplements sector, U.S. companies have captured ,approximately $500 million of 
J~pan's $6:5 billion market. While sigrlificant, these market shares are less than in other 
developed countries. The steps Japan J.ill take are critical to ensuring that the steady stream of 
innovative medical devices and drugs bbing developed by U.S. firms can gain timely access to 
the Japanese market. I,' 



, I 	 ' 
DISTRIBUTION AND,CUSTOMS 

I 
Background: Japan's rigid and inefficient distribution and customs systems have restricted 

market acc~ss to U.S. firms in.many fectors, including'glass, film, and paper. Ja~an's ne'vv Large 

Store LocatIOn Law marks an ImportfDt step for-vard, !Dut must be carefully momtored to ensure 

that its implementatio~ does not unfa~rly discriminate against large stores. Japan's inefficient 

customs system has burdened both hpanese and foreig'n businesses \vith high costs and unwieldy 

procedures. 


; 

Accomplishments: Significant new rrapanese measures include: 


-, , I ':: : 
• 	 'On June 1,2000, Japan replaced the Large Stores Law with the Large Scale Retail Store 


L~cation Law (Store Location La~). Japan has agreed tO,ensure that this new law is " 

implemented in a consistent, tran~parent, and fair manner 


I 
• 	 Local governments are responsible for implementing the Stores Location Law. Japanese, 


U.S., and other foreign retailers, hbwever, have expressed concerns that small shop o\vners 

will intervene with local authoritiJs to make unreasonable demands on large retailers over 

issues related to traffic, parking, n~ise, and trash removal. To address the;e concerns, the 

Ministry of International Trade and Industry (MITI)' is establishing official contact points in 


. 	 " ,
, Tokyo and around the country to field complaints and facilitate their resolution. 

, ,I .- :- ­
'. To address concerns that local gov1ernments will not implement the Store Location Law in a 

uniform manner, Japan has committed to an inform~tion ¢ampaign to ensure maximum' . 
awareness about the new law, anq to provide local governments with technical assistance 

. with regard to its implementation. : , I 

'. 	 By increasing the amount ofgoods that Customs officers are allowed to process during 
overtime work, Japan Customs has' effectively reduced the costs of releasing goods imported 
into Japatl, saving U.S. and other f6reign importers millions ofdollars a year. 

• 	 Over the next year, Japan Customs Iwill introduce a ~ew ~implified Declaration Procedure 
that will move imports into Japan more efficiently through streamlined procedures for duty 
payments and reporting requiremerlts.' : ' , 

Benefits to tbe U.S.: These reforms ~ill help American'retailers achieve additional progress in 
,I 	 , 

gaining access to Japan's $1.5 trillion retail market. U.S. retailers already operating in Japan-
including Toys R Us, Gap, Eddie Bauek and Costco - will continue to benefit from increasing 
deregulation in this sector. Japan's str~amlined customs procedures are expected to yield 
substantial savings to American busine~ses. One U.S. firm, for example, estimates that its 
overtime fees will be cut by millions ofdollars a year due to the increased number of pieces 
customs officials are allowed to inspect per hour. 

I 	 . 
, , 



FINANCIAL SERVICES 
, 	 I ' . . 

Background: Japan's pool of individual savings - valued at over $ I 2 trillion - is the largest 

o~tside the Uni~ed States. But, until ~ecently, Japaneseinve~tors had a very limited r.ange of 

investment choices, and most of these funds have been held In low-return assets. Stnct 


:egulati~ns .narrowly defined the sc~Pf. ~f financial firm ~~tivitie~, reducing co~petition a~d 

mnovatlOn ll1 the sector, as well as hn;lltlng the opportumtles avallable to Amencan financial 


services providers. " I 


Accomplishments: Japan's "Big Bang" financial liberalization initiative, which builds on and 
I 

,extends Japan's undertakings in the 1995 U.S.-Japan Firancial Services Agreement, commits 
Japan to a fundamental deregulation of the financial sector. Bilateral financial services 
discussions have sought to ensure tharl Big Bang measures were extended and fully implemented, 
and that foreign firms share fully in tHe new opportuniti~s opening up. Notable deregulation 
measures in this report include: c 

Fullliberalizaiion of brokerage corunissions on stocktransactions (October 1999) \vi11• 
greatly increase competition amon!g brokerages, as it has,in other financial markets. 

! 	 ; 

• 	 The elimination of restrictions. on lhe scope of business of cross-industry subsidiaries, (e.g., 

'securities subsidiaries of banks) hJs· eliminated much of the artificial segmentation of the 


,
financial services industry 	 ,- , 

The elimination in June 2000 ofth~' requirement to liquidate portfolio holdi.q.gs when 
switching private pension fundmapagers greatly increas~s the ability of new entrants to 

. compete for existing pension fund business. Japan will e~iminate the corresponding , 
requiremmt for public pensions b~ April 2001, and permit investment advisers to directly 
manage public pension funds 

• 	' The initiation by the Financial Services Agency of a system of response to ""Titten inquiries, 
including requests for published guidance and no-action letters, to improve transparency and 
predictability in the regulatory prodess. ~, . 

Benefits to the U.S,: Drawing on thei~ technological and innovative strengths, American 
financial services providers have already reaped significant commercial opportunities from the 
liberalization of Japanese financial mat-kets. The Japanese investment trust (mutual fund) market 
has expanded sharply this year, and thel number of foreign-affil'iated investment trust companies 
has more than doubled in the past two hars. This year, for the first time, a jointly-owned 
American-Japanese firm (Nikko Salombn'Smith Barney)led the market in new equity issuances. 
American fimls captured the top four spots as advisers to' ?Vf&A transactions. American firms 
have also entered the Japanese bankingl securities, and in:surance sector through the acquisition 
of Japanesefii:ms. Opportunities for uis. firms will continue to expand in the future, as Japan's 
financial market continues to develop, ckd as the Japanes~ invest in an increasingly sophisticated 
range of financial products. . 

I : 

http:holdi.q.gs


INSVR~NCE 

Background: Japan's insurance market is the largest in the world at $331 billion in direct net 
premiums for 1998. Yet it continuesl to be over-regulated, non-transparent, and presents serious 
challenges to U.S. firms, including aFl inadequate product and rate approval system and shortages 

of skilled staff. I ; .. ' - . 
I 

Japan's government-owned and ope,rated postal insura*c~ s~stem, or Kampo, is the largest 
insurer in the world, with over $1 trillion in invested assets and more than 82 million policies. 
Kampo's state-owned status makes it! exempt from certain areas of government oversight, 
inspection, ,md financial obligations. I , ' 	 . 

I ' ' 	 . 

Accomplishments: As a result of this year's Initiative, Jap;m's new pledges include: . 

• 	 Speeding new and innovative ins Lance products to~ the market by shortening standard 

product examination periods andlreviewing whether th~ streamlined "notification" system 

can be extended to additional commercial and person,al insurance lines. 


• 	 . Examining ways In which Japan,J published insur~ce pro~uct examination regulations can 
";'.be ·clariu.eda . ~" ... '".:-:, 

~ 	 Providing more inforrrlation to private firms in writing . 

• ~t;~nsuring a level playing field for Lfirms by exami;ni:ng, insurance product applications in 
the order they were submitted. i 

• 	 Avoiding product approval bottlenecks through more efficient use of Japan's regulatory 
personnel and technical resourcesJ • ' 

• 	 Affirming that the GO] has no cuLnt plans to expaP~ Kampo into additional areas of non­
life insurance, and that the Ministty of Posts and Telecominunications will explain upon 

I 	 . . . 

request to foreign insurance proviclers and other inte'reste:d parties any plans to change Kampo 
insurance offerings. I 	 : . ; 

Benefits to the U.S.: These new meaLres build on progreSS'in deregulating the Japanese . 
insurance market achieved through th~ 1994 and 1996 bilateral insurance agreements, and "viii 
further approve U.S. firms' access to. 1apan's $331 billionin7urance market. By streamlining the 
current product approval system and darifying Japanese Go,{ernment rules and regulations 
covering insurance, a wider array of n~w, innovative, an'd cost-competitive insurance products 
will become more readily available to IJapanese consumers. Further, a focus on limiting potential 
expansion of Kampo will ensure that the pri vate sector, fullY: capable of meeting all of the 
insurance needs of the Japanese publid, is not inappropriately challenged by government 
intervention in this important market. 



I' 

COMPETITION P'OLI:CY 

Background: A key goal of the EJanced Initiative is, to ensure that government' deregulation is 
not undone by anti-competitive acti'ohs orchestrated by: private-sector players. Preventing 
incumbent firms in once heavily regJlated sectors from using tjleir market pov,er to stifle 
competition is of particular concern.IThe same holds for preventing cartels from undermining 
the health of the economy and excluding foreign competitio:n~ Bid rigging on public 
procurement projects is especially pr6blematic in Japan. Strong antitrust enforcement is needed 
to combat such problems. The upcorhing reorganization of the Japanese Government, however, 
threatens to compromise the indepen~ence of the Japan, Fair, Trade Commission's (JFTC) 
oversight of the posts and telecommJnications sectors, ~s MPT will be placed in the same 
ministry as JFTC. . : . 

Accomplishments: Significant new measures to addre~s these problems include: 

• 	 The JFTC will actively enforce JJpan's antitrust laws against incumbent firms in partially or 
fully der,~gulated sectors (such as 'the telecommunications and energy sectors) that try to use 
their dominant market position to exclude or harm c'ompetitors. 

'. Japan has pledged it will not allow the upcoming go,vemment reorganization to affect JFTC 
. independence in antitrust enforcerhent and competition policy promotion related to the posts 
and telecommunications sectors. . 

• 	 "I I 

• The National Police Agency (NPi}) and the JFTC will in!tiate a new cooperation mechanism 
,..... .for investigating. bid rigging; the,~PA will provide the assistance to local police departments 

. necessary to ensure they can vigorously and effectively investigate criminal bid-rigging, or 
dango activities. ;. 

• 	 The JFTC will survey the competition effects of financial ties and other relationships 
between manufacturers and distrib1titors and take additional measures to promote an efficient 
and competitive distribution and rJtail sector. '; 

• 	 The ]fTC will strengthen its capaLities to act again~tcartels by improving the effectiveness 
of its searches, fortifying its abilit~ to obtain evidenc'e stoted on computers, actively seeking 
penalties against obstruction of its investigations and aggressively pursuing international 
cartels. 

Benefits to the U.S.: Active competition - safeguarded by vigorous Antimonopoly Law 
enforcement and broad-based goverrmient support for cOfnpetition principles - will help 
,reinvigorate Japan's economy and help: open Japanese markets to American firms. Japan's 
agreen:ent to ensu~e an. independent JF1TC committed to aC:i:,ely enforcing the l~w ~gainst . . 
exclUSIOnary practIces III deregulated sectors such as electncity and telecommUnIcatIons Vvlll be a 
'key factor in ensuring true market acc~ss for American c6mp~titors. Strengthened efforts to root 
out cartels and bid rigging conspiracie~ should also help eliminate private anti-competitive . 
barriers hindering U.S. exports ofgoods and services to Japan., . 



TRANSPARENOY OF THE REGULATORY SYSTEM 
I 

Background: Despite improvement~ in recent years, Jhpan's regulatory system continues to 
lack the transparency and accountabit'ity necessary to ensure that all players have the same access 
to public information and the policy~aking process. New market entrants and competitors need 
adequate information on Japan's regulatory system in order to base their decisions on accurate 

. assessments of potential costs, risks ~d market opportuniti~s. This is espeC"ially true for foreign 
firms, which do not have the same access to the bureaucracy as domestic firms. 

Accomplishments: . 

• 	 In January 2001, Japan will increase regulatory transparency and bureaucratic accountability 
by introducing a government-wid1 poli~y evaluatio~ system. '-, 

i 

Last year, Japan introduced a Public Comment I'rocedur~ that allows the public to review and • 
comment on draft regulations. Th~ U.S, however, has ongoing concerns about the 
Procedure's implementation, inclu1ding overly short comment periods and the fact that public 
comments rarely appear to be ref1~cted in final regulations. As a result, Japan has agreed to , 
examine the Procedure's implemebtation, including the length of comment periods used and 
reasons 'why the ministries do not hse the Procedure in particular cases. The public will have 

" '.'" 	 . I -, 	 . .'. ',., ' an opportunity to comment on the ~urvey. 
: 
I 

: • 	 I i 

• 	 \Vhen Japan enacted its 1999 government information disclosure law, it exempted special 
public c'orporations (tokoshu hojin) from the information disclosure obligati6hs~However, a 

. speciiifgcwernment committee is 'p~eparing recommendations for legislation to require these 
. corporations to disclose informatio1n to the public in the same way already mandated for 
central government ministries and kgencies. . . :' , 

- - I -	 ­
Benefits to the U.S.: Reforms that increase the transparency of the regulatory process and make 

I 

the bureaucracy more accountable help curb onerous disqretionary powers of the bureaucracy and 
shift power to the pUblic. Such reformk also help level the playing field for foreign firms, 
reducing the special advantages traditi6nallY enjoyed by Japan's domestic firms. For example, 
Japan's policy assessment system will, beginning in Jan~ary 2001, require ministries and 
agencies to evaluate the effects of their policies both befqre and after implementation and make. 
their policy evaluations pUblic. 



LEGAL SERVICES' ' 

Backgroun.d: There is not enough'legal expertise in Japan:to support the increased merger and 
acquisition and commercial restructuHng activity that is critical to the recovery of the Japanese 
economy. Moreover, by continuing to bar Japanese lawyers from becoming partners with 
foreign lawyers, Japan has limited thk ability of Japanese and foreign businesses to obtain the 
fully integrated transnational legal se:rvices they need for efficiently effectitIg domestic and 

, cross-border transactions. 

Accomplishments: This year, the Gpvernment of Japan has recognized the need to modernize 
t ( 	 I 1 I 

, and liberalize its legal system, and has agreed to take significant first steps to begin that process: 

, I 	 , i 

• 	 Japan has established a Judicial ~efonn Council to :reviewa wide range of steps to make the 
legal system more responsive to the needs for increased legal services in Japan. 

• 	 The Japanese Federation of Bar lssociations (Nichibenren) has lifted the ban on business 
advertising by Japanese and foreikn lawyers. They' are now allowed to advertise their areas 
of practice, background and fees through newspapers, magazines and on the Internet. 

, ',0 Japan haS increased the number Jsuccessful applicants to' the annual Bar Examination by 

~; ',~,' about 1000. While this number rbpresentsan incremental change, it falls short of the number 


needed to meetjapan's burgeonirlg legal deman"Os. However, the Japanese Governm"enCis 

I 

",' , " . ,'" considering further increases, and the Judicial Refonn C~uncil is investigating ways to 
", .., ',(; address this need. I' ,,',' .. " ' 

I, 	 . 
Benefits to the U.S.: Japanese and l!.S. businesses are, actively contributing to the Japanese 

, Government's efforts to address thecleficiencies in Japan's iegal system. Lifting the advertising 
'ban will allow U.S. legal professiona~s to'raise their visibilitY' in the Japanese market, and also 
,enable U.S. finns to more easily locaie needed legal seivices to effect business development, 
,investments, and merger and acquisition activity. Increasing the number of Japanese lawyers 
will also help alleviate demands for legal expertise necessary for U.S. finns to successfully do 
business in Japan. 	 I, ' , 

(End) 

, I 
i ; < 
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, U.S. TO ,REQUEST WTO CON,SULTATIONS WITH MEXICO REGARDING \ 
" TELECOMMUNICATIONS TRADEBARRIERS ( ;. 

,., 
I ' , 

l' :".' . '" ~. . '. ~ i" { , ~ • ,,'. .," 

Uriited:Sfafes Trade Representative Charlene Barshefsky today anllounced.that theUn~ted States.will ~::q 

request Woild Trade Organiiation (WTO) donsultations withMe~ico regarding barriers to competitioil 

in Mexico's $12 billion telecommunication~ market. i' 


"These barriers adversely affect U.S. interests and deprive Mexican citizens of the benefits of 

competition," said Ambassador Barshefsky.l "We have informally ,consulted with the Mexican 

government on these issues for some time, rPost recently for two days in Mexico City this week, and 

have repeatedly been promised decisive act~on. However, U.S. carriers continue to face serious barriers 

to competition in the Mexican market, and the time has come to address these issues in the WTO." 


The United States seeks resolution of three related issues: lack of effective disciplines over the former 
monopoly, Telmex,. which is able to use its ~ominant position in the market to thwart competition; 
failure to ensure timely, cost-oriented interdonnection that would permit competing carriers to connect to 
Telmex customers to provide local, long-distance, and intern~tional service; and finally, failure to permit 
alternatives to an outmoded system of charging U.S. carriers above-cost rates for completing 
international calls into Mexico. ! . 

"The Mexican gov(:rnment has indicated that it hopes to resolve many of these issues over the next few 
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months," said Ambassador Barshefsky. "ThJ WTO process should provide an effective forum for 
addressing these issues." 

\ 
, I 

Failure to resolve these complaints, which are echoed by many Mexican companies, will put Mexico at 
an enormous disadvantage. Already, Mexicq has fewer phone lines per capita than almost every other 
major Latin America country, and the growth in adding new l~nes over the past four years is far less than 
that of Guatemala, Chile, Brazil, and many d>ther countries in Central and South America. Barriers to 
competition also undermine Mexico's abilitY to attract investment and develop Internet services and 
electronic commerc1e, all of which require a bompetitive telec<;>mmunications market. 

, I 

"For the sake of Mexico's long-term economic growth,. and the vibrant economic partnership we have 
forged over the past decade, we urge Mexico to work with us for a timely resolution of these vital 
issues," said Ambassador BarshefskY. I 

BACKGROUND 

USTR is taking action in response to complaints received pur~uant to the annual review ()f 
telecommunications trade agreements conducted under section 1377 ·ofthe Omnibus Trade and 
Competitiveness Act of 1988. In April, USTR announced it would determine, by today whether to take 
additiorial action against Mexico. The Unite:d States seeks resolution ofconceins regarding 
commitments Mexico undertook in the WTO,' in particular under the. basic telecommunications 
agreetpent, which came into force in February: ~ 998.The,s~is~u,e~~nclude: ..: Y' 

, . "" "I 

(1 ) Disciplines over dominant carrier: Although Mexico's telecorn:ni~nication$ market has been open to, 
cOInpetition since 1996, during the past thre¢ years~ Mexico's dominant carrier has actually increased its 
market share of long-distance customers from 74 to 81'percent, and has thwarted competitive carriers' 
attempts to build out alternate local networks. Mexico's WTO obligations require it, among other things, 
to maintairi appropriate measures to prevent a major supplier from engaging in anti-competitive 
practices. To date, the Mexican government has not introduced ,effective measures to prevent Telmex 
from denying competitors' phone lines, pricihg services at predatory rates, refusing to interconnect, and 
refusing to pay competitors fees it owes them. To avoid such problems, many countries, including the 
United States, have introduced rules designed to address the specific problem of a carrier abusing its 
dominant position in the market. Mexico is how developing such niles, but it is unclear when they will 
be finalized and how they will be enforced. :' 

(2) Interconnection: Mexico's WTO commitments require it to ensure timely, cost-oriented 
interconnection at any technically feasiblep,oint in the network. This obligation is designed to permit 
competitors to reach Telmex's customers, which constitute 9~ percent of the fixed-line subscribers in 
Mexico. Telmex's interconnection rate for c6nnecting long-distance carriers to Telmex customers is 
approximately 4.6 cents per minute, which tepresents the single largest cost for competitive 
long-distance carriers. This compares with tates in the United States, Canada and Chile of about half a 
cent, and rates in Argentina and Peru of roughly one cent. U.~.-affiliated carriers are also unable to 
obtain interconnection to provide local service and face anti-competitive rates for the transport of calls to 
regions:where they have not yet built out thbir networks. : ,I 
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(3) Charging mechanisms for international calls: Mexico's WTO cpmmitments provide for a broad range· 
of options for terminating international calls into Mexico. Nevertheless, Mexico maintains above-cost 
termination rates, thereby inflating the rates consumers pay for calls between the United States and 
Mexico. Mexico's current rate of 19 cents p~r minute contrasts with. rates of roughly 6 cents per minute 
for calls into Canada and the United Kingdom. In addition, under Mexican rules, only the dominant 
carrier - which has an incentive to keep the tate as high as possible - negotiates the international rate. 
Real competition in the termination of interrtational calls into Mexico would lead to dramatic reductions 
in the cost of U.S.-Mexico calls and would greatly enhance the ability of the 20 million Mexicans and 
Mexican-Americans living in the United States to stay in touch with f~ilies and friends in Mexico. 

- 30­
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U.S. TO REQUEST WTO CONSULTATIONS WITH MEXICO REGARDING 
I 

TELECOMMUNICATIONS TRADE BARRIERS 

United States Trade Representative charlLe Barshefsky tOd~y an~ounced that the United States will 

request World Trade Organization (WTO)I consultations with :Mexic,O regarding barriers to competition in 

Mexico's S 12 billion telecommunications Ilmarket . 


. "These barriers adversely affect U.S. interests and deprive M6xican citizens of the benefits Of 
- competition," said Ambassador Barshefsk~. "We have informally consulted with the Mexican 

government on these issues for some time,! most recently-for two di,lYs' in Mexico City this week, and have 
repeatedly beerl promised decisive action.i However, U.S. caqiers ~ontinue to face serious barriers to 
competition in the Mexican market, and the time has come to address these issues in the WTO." .. 

The United States seeks resolution ofthrJ related issues: lack of e~fective disciplines over the former.. 
l

monopoly, Telmex, which is able to use its dominant position in the market to thwart competition; failure 

to ensure timely, cost-oriented interconnection that would penpit cqmpeting carriers to connect to 

Telmex customers to provide local, long-distance, and international service; and finally, failure to permit 

alternatives to an outmoded system of char~ing U.S. carriers above-cost rates for completing 

international calls into Mexico. I " ' 


I • 

"The Mexican government has indicated th~t it hopes to resolv~ many of these issues over the next few 

months," said Ambassador Barshefsky. "The WTO process should provide an effective forum for, 

addressing these issues." I 
 I' • 

Failure to resolve these complain!s, which Jre echoed by manY:lVkxican companies, will put Mexico at 

an enormous disadvantage. Already, Mexido has fewer phone iinesper capita than almost every other' 

major Latin America country, and the growth in adding new lil'\es over the past four years is far less than 

that of Guatemala, Chile, Brazil, and many other countries in Central and South America. Barriers to . 


! I I 

competition also undermine Mexico's ability to attract investment and develop Internet services and 
electronic commerce, all of which requirealcompetitive teleco~munications market. . 

• . "For the sake of Mexico's long-term economic growth, and the vibrant economic partnership we have 
forged over the ~'ast decade, we urge Mexico to work with us f~r a timely resolution of these vital 
issues," said Ambassador Barshefsky. 

. ." 
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BACKGROUND 

USTR is taking action in response to complaints received p~rsuant to the annual review of 
telecommunications trade agreements conducted under section 1377 of the Omnibus Trade and 

I' 	 , 

Competitiveness Act of 1988. In April,pSTR announced it would determine by today whether to take 
additional action against Mexico. Thet{nited States seeks resolution of concerns regarding, 
commitments Mexico undertook in the \'ITO, in particular under the basic telecommunications 
agreement,which came into force in Fe1ruary 1998. These;issuesinclude: 

(I) Discipline~ over dominant carrier: Allthough Mexico's telecommunications market has been open to 
competition since 1996, during the past three years, Mexicors dominant carrier has'actually increased its 
ri1arket share of long-distance customers ifrom 74 to 81 perc~nt, and has thwarted competitive carriers' 

, attempts to build out alternate local netwhrks. Mexico's WTO obligations require it, among other things, 
to maintain appropriate me.asures to prevbnt a major supplier from engaging in anti-competitive practices. 
To date, the Mexican government has not introduced effective measures to prevent Telmex from denying 
competitors phone lines, pricing services)at predatory rates, refusing to interconnect, and refusing to pay 
competitors fees it ,owes them. To avoid such problems, many countries, including the United States, 
have introduced rules designed to addresJ the specific probldm,of'a carrier abusing its dominant position 
in the market. Mexico is now developing such rules, but it is unclear when they will be finalized and 
how they Wil~ be enforced. ,I 	 ' I , ' ' , 

_ 	 (2) Interconnection: Mexico's WTO commitments require it to ensure timely, cost-qriented 
interconnection at any technically feasiblJ point in the network. This obligation is designed to permit 
competitors to reac"ti Telmex's customers,! which constitUte 98-per~ent of the fixed-line subscribers in 
Mexico. Telmex's interconnection rate f~r connecting long-qistance carriers to Telmex customers is 
approximately 4.6 cents per minute, whicq represents the single largest cost for competitive long-distance 
,carriers. This (:ompares with rates in the '(!.fnited States, Canada and Chile ofabout half a cent, and rates 
in Argen~ina and Peru of roughly one centt U;S.-affiliated carners,are also unable tb pbt.J:in ' 
interconnection to provide local service and face anti-competitive rates for the transport of calls to 
regions where they have not yet built out their networks. ' 'I 

I 	 ,I 

(3) Charging mechanisms for international calls: Mexico's WTO commitments provide for a broad range 
of options for terminating international cal'ls into Mexico. Neyertheless, Mexico maintains above-cost 
termination ratl!S, thereby inflating the rates consumers pay for calls between the United States and 
Mexico. Mexico's current rate of 19 centsl per minute contrasts withrates of roughly 6 cents per minute 
for calls into Canada and the United Kingdom. In addition, Ulider Mexican rules, only the dominant 
carrier - whicn has an incentive to keep th~ rate as high as possible""': negotiates the international rate. 
Re:ll competition in the termination of intetnational calls into~lexico would lead to dramatic reductions 
in the cost of U.S.-Mexico calls and wouldlgreatly enhance th~ ability of the 20 million Mexicans and 
Mexican-Americans living in the United States to stay in touch with families and friends in Mexico. 
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