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USTR Announces Progress lnjCombatmg

- Optical Media Piracy in Ukrame

0

. f

President Clinton and Ukrainian President Kuchma today 1ssued a Jomt statement expressing their

agreement to a plan of action to combat the unauthorlzed production and export of optical media
products (e.g., CDs, CD-ROMs, DVDs) in Ukraine. The Govemment of Ukraine has committed to

implement this plan by November 1, 2000.

‘
K
)
N

I

"We are hlghly encouraged by the positive approach the Government of Ukraine is taking to address the
serious problem of optical media piracy, and we look forward to Ukraine's implementation of the agreed
upon action plan,” said United States Trade Representatlve Charlene Barshefsky. "Ukraine has been
working on developing a modern intellectual property regime smce gaining its independence and it has
made real progress, including adhering to several key international conventions for the protection of

. intellectual property. While much work lies ahead, these efforts'will help Ukraine to satisfy some of the -
key conditions for membership in the World Trade Orgamzatlon

¢

i
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. In recogmnon of this commitment by the Government of Ukraine as well as its recent actions in fighting
optical media piracy, Ambassador Barshefsky w1lll defer from August to December 2000 the decision on
whether to designate Ukraine a "Priority Forelgn Country" under "Special 301" which examines the
adequacy and effectiveness of intellectual property protection among the United States' trading partners.
The Government of Ukraine has indicated that it ]wi‘ll make every effort to obtain passage of key
legislative elements in the action plan before the Ukrainian parliament goes on recess in mid-July. Full
implementation of the action plan, including prompt enactment of key leglslatlon will pave the way for
a decision to exclude Ukraine from the list of "Priority Foreign Countries."

i
‘ i
Backgroumi' !
The Government of Ukraine has succeeded in suspendmg productlon at the five known pirate optical
media plants operating in the country. It has committed to keepmg these plants under strict supervision
and monitoring, in conjunction with the U.S. copyrlght industry, to ensure that in the future, plants that
* reopen will engage only in authorized productlon In recent years, |pirates operating in Ukraine have
exploited weaknesses in the intellectual property regime to produce and export, as well as sell |

domestically, tens of millions of unauthorized CDs g
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 lost due to piracy in Ukraine.

‘ I
& ' - ’ V {u :

Under the agreed action plan the Government of Ukrame has commmed to, among other things: 1) seek - -

the prompt adoption of legislation to provide protection to all U.S. and other foreign sound recordings -« : ¢

previously released within the past fifty years; 2) seek the prompt, ‘enactment of amendments to its penal : -

code to provide strong remedies, including criminal penalties with imprisonment, for the violation of the

copyright law, including in parncular the v1olat10n of the rights of producers of sound recordings; 3)

adopt a comprehenswe set of regulations relatmg to the import and export of optical media products, raw

materials, and manufacturing equipment; and, 4) adopt regulations requiring the licensing of all entities

involved in the manufacture or distribution of sound recordings, and requiring the use of unique

identifiers in the manufacturing process. ' I

:
: :
Copies of the joint statement will be available from the White House Web site: www.whitehouse.gov.
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UST R Barshefsky Hauls House Ways and Means Commlttee Vote on WTO o

United States Trade Representative Charlene Barshefsky today halled the 35-0 vote by the House Ways
and Means Committee to reject a resolution that would withdraw Congressmnal support for continued

U.s. part1c1pat10n in the World Trade Organization,

i

global trading system, and I commend the Ways an
Ambassador Barshefsky.

, ;‘
:i
I
} |
w critical it is that!the U S. remains a leader of the
id Means commmee for its decisive action,” said

"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 ensure that our products and services receive fair and
predictable treatment around the world. U.S. membership in the WTO helps advance American .
competitiveness in agriculture, manufacturing and hlgh technology industries, advances the rule of law

in commerce, and promotes stability in tlmes of economic crisis."
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USTR Seeks Public Comment on U S.-Jordan Free Trade Agreement

o |
w | ‘ i

The Office of the U.S. Trade Representative (USTR) today published a notice in the Federal Register seekmg
comments from the public on all negotiating objectives for a free trade agreement with Jordan.

'\

Last week, President Clinton and King Abdullah 11 of Jordan announced that the United States and the Hashemite
Kingdom of Jordan will enter into a bilateral negotiation of a free trade agreement These discussions will
include labor and environmental issues. H

o
5
"We share with Jordan a fundamcntal belief that trade is vital to supportmg peace and stability in the Middle East
and to improving the quality of life," said U.S. Trade Representatlve Charlene Barshefsky. "We are entering a
new era of economic cooperation with Jordan, the beneﬁts of which will contribute not only to Jordan's
economic growth, but the economic prosperity of the entlre region. Jordan's persistence and steady commitment
to achlevmg a.comprehensive peace for the region has made it an mvaluable partner in the Middle East peace
process.’ :

i
E

In addition to the Federal Register notice soliciting public comments froih the private sector, non-governmental

" 9/1/00 11:04 AM
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. Two-way trade between Jordan and the United States

organizations and other interested parties, USTR has
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requested that the U S. International Trade Commtssnon

conduct a study on the potenttal economic impact of the agreement on the United States.

The agreement will also address labor and envxronme
matters as well. In addition, pursuant to Executive Or

5 |

ntal issues, and USTR will seek public input on these
der 13141, an inter-agency team will perform an

environmental review of the free trade agreement. Jordan also intends to, conduct its own environmental review

of the 1mpact of the agreement.

to Jordan and $3 1 million in U.S. imports from Jordar

-30-
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totaled $307 milli§%} in 1999, $276 million in U.S. exports

.
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 "'THE UNITED KINGDOM
- CITES CONTINUED NEEI

Daly

USTR NOTES PROGRESS ON TELECOM ISSUES IN

GERMANY AND SOUTH AFRICA
D TO MONITOR'IMPLEMENTATION

United States Trade Representative Charlene Barshefsky announced today results of ongoing reviews
under Section 1377 of the Omnibus Trade and Competitiveness Act of 1988. In April, USTR established
a June 15 deadline for further review of telecommunications services 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
Barshefsky. "However, USTR will continue

of telecommunications agreements," said Ambassador
to monitor the situation closely in each country to ensure

full implementation of their telecommunications trade commltments

United Kingdom

"The United Kingdom has made significant s

[

il

tndes towards openmg its telecommunications market to

competition in advanced data services that make high-speed Internet access possible,” said Ambassador

Barshefsky. "Although competitors continue

to face delays in dbtaining access to the facilities needed

for these services, the UK intends to establish pro-competitive:rules 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 ma:rket

K

'
b v i
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USTR will monitor progress in mtroducmg competition in theladv'a;nced data services market (Digital

Subscriber Lines, or DSL services) until December 15, by whlch time the UK regulator (OFTEL) is
expected to issue regulations to promote competition in the DSL market. USTR will review these
regulations to assess how they meet the goal of fully opening tlhe advanced data services market. USTR
will also monitor the UK's willingness to permit pro-competitive "line-sharing,” which was endorsed by -
the European Commission earlier this year. ""Line-sharing" permits subscribers to use a single line for
both voice and high-speed Internet access.i ' ' Lo !
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Germany f ‘ o |
!

l

|
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"Germany has taken helpful steps to address the persistent problem of Deutsche Telekom s backlog in
processing interconnection requests,” stated |A l \Ambassador Barshefsky "Without timely interconnection,
competition cannot take root. We urge the: German govemmem to re-double its efforts to,ensure that
Deutsche Telekom quickly reduces its remammg 1nterconnect10n backlog
A | ll‘ : ! ' ‘

e || o . J
USTR w1ll continue to monitor progress m thls and other key areas affectmg the competitive - .
environment that are relevant to Germany's WTO commitments. Germany is also expected to take action -
this year to reduce:.excessive:licensing: fees which the European Commission has,recogmzed as an. ‘

. 1mped1ment to competmve market entry . l b N CHEEIE

l
- ‘
SR , .
i
i
i

South Africa

1 i
A i

"We are pleased thm South Afrxca s monopoly telecommumcatlons suppher Telkom, has agreed to
restore access to its network for value- addedl services, as requxred by South Africa's WTO
commitments," said Ambassador Barshefsky "Nevertheless we remain concerned that Telkom may |
seek to impose WTO-inconsistent restrlctlons on its value- added services competitors. We urge the
South African government to ensure that busmesses and consumers enj oy a truly competitive
value-added services market. We will contmue to monitor the situdtion in South Africa closely to ensure
that Telkom's competitors are able to offer the full range telecommumcanons services cons1stent w1th

South Africa's WTO commitments.” B . ! 3 i
- o |

‘ I |
Telkom took a step forward by agreemg that value-added servfce supphers can lease Telkom's circuits to
offer value-added services on a "shared basis," allowing them to transmit data to and from multiple
customers on a single line. Refusal to permlt shared use of Telkom s leased lines would have required
Telkom' s value-added service compeutors to use the lines in axgl economlcally unsustamable manner.

S C oot 2
b v : ;
| i |

services under South African law. "We urge the South African/Government to define value-added
services as expansively as possible to encompass all services covered by South Africa's WTO

commitments," said Ambassador Barshefsky. - ,l ‘

. Administrative proceedings are underway in/South Africa to determine the scope of value-added

l
I ’
: 1
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. Background : . S B
. 2 “'

1

USTR released its annual review of certain foreign countries’ comphance with telecommunications trade
agreements under Section 1377 of the Omnibus Trade and Competltlveness Act of 1988 earlier this year.
The review established a June 15 deadline for further review of Germany, South Africa and the United
Kingdom; a July 28 deadline for further review of Japan and Mex1co and an October 2 deadline for
further review of Canada and Peru. o

: L -30-
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Umted States Delegation VlSlts South Afnca and Nigeria to Strengthen

Trade Relations and Promote

/

Economic Growth and Opportunity in Africa
i
|

|

Deputy United States Trade Representative Susan G. Esserman arrives in South Africa today, where she
will lead a U.S. delegation to Durban and Johannesburg unti] Saturday, and to Lagos and Abuja, Nigeria

from June 24 to 27.

N
! i

During the official visit to South Africa, Ambassador Esserman will participate in the World Economic
Forum's Southern African Economic Summ1t and she will meet with African trade ministers, senior
African officials and public and private sector representatlves to review the many benefits and
opportunities offered to African countries and businesses under the recently—enacted African Growth and

Y

|
I : 9/1/00 11:04 AM
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Inaugural Meeting of the U.S.- Nigeria Trade and Investment: Codncrl

! [

i

"The Africa Growth and Opportunity Act will stimulate market-led 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 expressed such an overwhelmmg and positive response to it," said
Ambassador Esserman. "We are now workmg to ensure that information about the new law and its
potential benefits is widely available both i 1n the United States and in Africa. We believe the legislation
will provide significant incentives and opportumtles for trade based economic growth throughout Africa,
and will strengthen U.S.-Africa business ties." '

In Durban and Johannesburg, Ambassador Esserman will co-host two seminars with South African
Minister of Industry and Trade Alec Erwin :on 1mplementat10n of AGOA and other U.S. market access
initiatives. The seminars are part of the Admlmstratlon s on- gomg efforts to reach out to sub-Saharan
African countries to assist them in understandmg 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 market led investment, economic growth,
and rising living standards in some of the world's poorest countrles

i
'l

In addrtron to these seminars, Ambassador Esserman will lead the U.S. Delegation to the World - + il
\  Economic Forum's Southern Africa Economlc Summit and hold bilateral meetings with African leaders .i : -

and trade ministers from:a number of sub- Slaharan African.countries. A primary objective of these-

meetings will be to continue dialogue and consultatlons with'sub-Saharan African countries on World .

Trade Organization (WTO) issues, 1nclud1ng agriculture, services, and institutional reform of the WTO. . - .

Ambassador Esserman will also address the U.S. and Sotith African business community and c1v1l

society representatives at the Ron Brown Center in Johannesburg. ; :

} . 1 .
. |

In Nigéria, Ambassador Esserman will lead the U.S. Delegatlon at the Inaugural Meeting of the U.S.-
Nigeria Trade and [nvestment Council, Wthh was created under the Trade and Investment Framework
Agreement signed in February by U. S, Trade Representatlve Charlene Barshefsky and the Vice
President of Nigeria, Atiku Abubakar. The ‘Trade and Investment Council will examine, among other
items, the African Growth and Opportunity, Act, agriculture trade issues, and ways to boost overall U.S.-
N1ger1a trade and investment.

"Supporting Nigeria, and its democratically-elected government, is a priority for the Clinton
Administration. Thus first meeting of the TIFA Council will permit us to develop specific strategies to
enhance our trade and investment relations)" Ambassador Esserman said.

] |

Ambassador Esserman will also meet with [Vice President Abubakar trade officials, and members of
parliament. In Lagos, she will consult with|representatives of the U S. and Nigerian business
communities. On June 27, Ambassador Es< erman will launcH a U.S.-sponsored National WTO

. Workshop, which will prov1de technical assrstance to government officials and the private sector to
facilitate Nigeria's full integration into the world trad1ng system

=|
i
1
A
!
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. Background

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

1
|

The United States and South Africa have a Trade and Investment Framework Agreement under which
the governments committed to working to strengthen trade and 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. 1mports from South Africa. . u

]
)
|
i

1

The U. S -Nigeria Trade and Investment Framework Agreement 51gned in Washington, D.C. on February
16 creates a Council on Trade and Investrnent composed of representatives of both governments, and
establishes a structured dialogue for developlng specific steps;to remove impediments and to develop
strategies to increase bilateral trade and 1nvestrnent flows between the two countries. Nigeria is the
United States’ largest trading partner in subiSaharan Africa and its fifth largest supplier of oil in the
world. Two-way trade was just under $5 billion in 1999, with U.S. exports to Nigeria totaling more than
$628 rmlhon : - :
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United States ‘Resolves WTO Dlspute Over b R s

Australna S Prohnblted lExport Sub51d1es on Automotive Leather

United States Trade Representative Charlene Barshefsky announced today that the United States has
resolved a dispute it brought to the World Trade 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 prohibited export subsidy it received, land the Australian Government committed that it will
exclude this industry from current and future subsidy programs, and provide no other direct or indirect
subsidies.. ‘ |

"This agreement is proof that the WTO d1spute settlement process 'works for U.S. interests,"said

Ambassador Barshefsky. "By pursuing this matter through the 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." ;; :
The agreement is the result of a WTO case brought by the Umted States in 1998, when Australia - after
consultations with the United States - excluded its automotive: leather industry from two export subsidy

. programs, but then compensated its automotlve leather exporter by means of a $30 million grant. The
United States alleged, and the dispute settlement panel agreed, that this grant was a "de facto" export
subsidy, and had to be withdrawn. Australiajannounced in September 1999 that it had complied with the
WTO ruling by having the recipient repay.less than 27 percent of the grant, which it called the

L Co
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i
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. prospective portion. At the same time, Australia announced a gnew loan subsidy to the exporter's parent.

i -

In response, the original WTO panel was reconvened at the réquest of the United States. The panel

- concluded that Australia had failed to comply with the WTO Ttuling because the repayment was
insufficient and that the new loan subsidy had nullified even that insufficient repayment. Following this
decision, the United States and Australia began explormg a mutually satisfactory resolutlon of this
matter. . 3
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USTR Barshefsky Halls Overwhelmmg House Vote on WTO,
Bipartisan Vote ’ReJects U.S. Wlthdrawal From WTO v

United States Trade Representative Chdrlene Barshefsky halleéf last night's overwhelmingly blpértlsan
vote by the House of Representatives to reject a resolution that would withdraw Congressional support
for continued United States part101pat10n in the World Trade Organlzatlon (WTO). Today's vote, 363-56,

,far exceeds the 288-146 vote cast in November 1994 which estabhshed U.S. membership in the

newly-created WTO. 3(
"Today's vote is a clear validation of the beneﬁts of our membersh1p in the WTO and sends a strong
signal to our tradmg partners that they can count on the United; States' continued leadership in the global
trading system," said Ambassador Barshefsky "The operiing of markets around the world, which has
been a top priority of this Admmlstratmn Has been a driving force in the longest period of economic
growth in our history. The United States is the world's largest exportmg and importing nation, carrying
on $2.2 trillion in two-way trade with the world in 1999. That represents a $1 trillion expansion in trade
since 1992." | ‘ ll B

"Today's strong show of support for the WTO combined w1th last month’s passage of the Africa and
Caribbean trade bills, and the House's p'assage of Permanent Normal ‘Trade Relations for China all
ensure that increased trade will contmue to fuel our economic growth. Finally, I would like to thank
Speaker Hastert and Minority Leader Gephardt for their leadership and support on this issue," said -
Ambassador Barshefsky. : ' C

9/1/00 11:03 AM



http:www.ustr.gov
http://www

lof4

hitp://www_ustr.gov/releases/2000/06/00-50.htm!

' OFFICE OF THE UNITED STATES TRAI:Z%E REPRESENTATIVE

Execu[tive Office of the President

.
Washington, D.C. :

20508

* June 29, 2000 (202) 395-3230

USTR Press Releases are available on the USTR web:.',jte ot “;ww.ustr.gov.

00 - 50

For Immediate Release Contact: Brendan Daly
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o

- GLICKMAN AND BARSHEFSKY UNVEIL U.S. AGRICULTURE * * :

NEGOTIATING PROPOSAL TO THE WTO

Agricuﬁure Secretary Dan Glickman and US Trade Representati% Charlene Barshefsky today unveiled the
agriculture negotiating proposal the United States will present in Geneva tomorrow as part of world agriculture

trade talks.

"Our proposal is bold and comprehensive,"” sai

American farmers and ranchers.”

"This proposal is ambitious, fair, technoiogi;:a
Charlene Barshefsky. "It is a major step forwa

d Glickman. "It opéfns uj) markets and levels the playing field for

ly progressive,and bipartisan," said U.S, Trade Representative
rd, and with it, we are looking ahead to an more open, stable and

prosperous world in agriculture, which offers more opportunity tofarm families in America, more fairess for
farmers in the developing world, and better prices and more choice for consumers all over the world."

Building on earlier world trade reforms,

« Eliminate export subsidies

i
it
i

i

the United States propose:s to:

o o ' 9/1/00 11:03 AM


http://www.ustr.gov/releasesI2000/06/00-50.html

. - . o ! http://www_ustr.gov/releases/2000/06/00-50.htm]

2
. » *Reduce and strictly limit domestic supp orts G
» *Further open global markets by lbwerm]g tariffs and ralslng quotas

o <Limit the use of agricultural monopolies that control ;mports and exports

e *Give special consideration to the needs of the least developed and developing countries

« *Recommit to the concept of the avai abl ity of food for all f
The WTO's Committee on Agriculture is meeting in special session in Geneva starting today, to discuss further

liberalization in world agricultural trade. This is the first opportumty for countries to present their negotiating
proposals for the talks. 4

I
i

-30- .

i .

%

RESS CONFERENCE ON WTO AGRICULTURAL PROPOSAL

\
i
x

Ambassadar Charlene: Barshefsky

N

P |US Trade Representatlve
| |

| Washington, DC

|

June 29, 2000§

1
i
As Prepared for Delivery

H
o1
'

. Good afternoon, and thank you all for coming.
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We are meeting at a moment of great hlStOl‘lC 1mponance to American agriculture. Two weeks ago Congress .
passed, and the President signed, a disaster rehef bill providing $15 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 provides as critical to our commltment to improving the economic
opportunities of farmers, ranchers and rural America.
‘] L
|

|
"
|
|
i

Today we are unveiling a second compor nent of that strategy. This is a plan for fundamental and long-term
reform of agricultural trade: opening markets overseas, ehmmatmg unfalr export sub51d1es and leveling the

competitive playing field for U.S. agrxculture

This is a comprehensive plan which will|create new opportunities for our farm and ranch families, strengthen the
trading system and also strengthen guarantees of fa:mess for farmers in poor and developing countries
worldwide. i

With one in three of our farm acres now produemg for world markets, the ability to export is fundamental to
prosperity in rural America. Over the past seven years, agriculture has thus been central to American trade
policy. We have come a long way -- opehlng key markets and creating the first substantial international rules for
agricultural trade -- but we have much more work ahead. American farmers still live in a world marked by high
foreign trade barriers; by export subsidies that reduce farm incomes worldwide; and in some cases. pervaswe
government mvolvement in’ agrxcultural trade through state tradmg enterprises. ‘

- - U.S. PROPOSAL AT THE WTO

The proposal we will mtroduce tomorrow in Geneva takes these head on, The WTO committed itself to broad
agricultural negotiations five years ago, and opened the talks on schedule in February. Since then, we have been
consultmg with Conpress farmers, ranchers and agricultural mdustry, and with our trading partners.

I
i
, | ]
The proposal we will introduce tomorrow in Geneva incorporates‘the views we heard. Let me make four main
points about it. :

'
o
I
I

i

First, it is ambitious. It addresses every major issue from market access to export competition and domestic
support. We call for substantial reducnons or ellmmatlon of tariffs, expansion of remaining tariff-rate quotas,
elimination of export subsidies, dlsc1p11nes on the use of export restrictions on agricultural products, disciplines
on state trading enterprises, SImphﬁcatlon of rules applying to domestlc support, and establishment of a ceiling
on trade-distorting support that applies equally to all countries.

‘
i .
i
)

Second, it is fair. It wnll reduce or eliminate dlsparltles in tariffs and subsidies worldwnde, ensuring that farmers
are competing not against government trleasurles but against one another based on productivity and skill. At the
same time, it recognizes the appropriate role govemments can play in supporting farmers and rural economies, as
long as they do not do so at the expense of people on the land elsewhere in the world. All countries can use
government policy tools to address nat10na1 objectives -- our proposal snmply emphasizes that this support should

be provided through non-trade distorting means.

oo 9/1/00'11:03 AM
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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 streamlme domestic support rules to ensure all trade-distorting support
measures are disciplined, while clarlfymg appioaches countries can take to support farmers through
non-trade-distorting measures. And it will call{for reforms that facrlltate trade in new technologies, when proven
safe by fair, transparent and scnence—based regulations.

¢ o
f

H
I
i

'

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 our trading partners with;whom we share a commitment to
agricultural reform. [t places us in partnership with developing countrnes and others committed to reform in
today's world market. It places us in a role of leadership setting the agenda for the next agricultural negotiations.

'
!

CONCLUSION !

i - . B !;

We want a more open, stable and prosperous world agricultural tradmg system, one which offers more
opportunity to farm families in America; fairness for farmers in the developing world; and better prices and
choice for consumers everywhere. This proposa] is a major step forward, and I would like to thank our friends in

- Congress, in producer and consumer groups, and of course the USDA for the advice and ideas they have
contributed. o

‘ Thank you very much for coming, and let rrre'-110w'=tum»'.to_:Secretaify Glickman. : o

9/1/00 11:03-AM
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A

" The U.S. proposal builds on the structure of- the existing WTO rules for agriculture and identifies a
framework and ambitious reform goals w1th the objective of substantially reducing high levels of
protection and support that dlsadvantage U.S. farmers, ranchers and Processors.

. .
; iy

~ Key Eléments of the UsS Proposal:. ; ; o

« *substantial reductlons in all tariffs and increases in all fariff-rate quotas, in all markets;
« eelimination of export subsidies;

b
s

« edisciplines on the usc of export restrictions and ‘embarg;oe‘s on agricultural products;

i

« edisciplines on state trading enterprises;

. . . . . g . : b yqe oy
« ssimplification of rules applying to domestic support, and establishment of a ceiling on
) trade-distorting support that applies equaily to all countries; and
. « crules to ensure market access for products of new technologies.

. i 5 3 M
g , C P baade v . ol P
b

i
e
1 L
! ;
! ;
b
i

The United States proposeil: S Mk S I

;i

o sisa framework for reform to be amphﬁed w1th more spemﬁc approaches by next spring,

« *is comprehensive, with proposals addressmg trade- dlstomng measures in each of the areas of
. market access, export competition, and domestic support ;
o eis reformist, calling for elimination of export subsidies and substantlal reductions in tariffs and
trade- dlstortmg domestlc support;

:| ) v

. ‘-addresses disparities in allowed levels of protection and support focusing on bringing down high
tariff and excessive trade- dlstortmg sub51d1es that benefit our competitors and keep us out of
foreign markets; ) o H : : .

15
H

. ewill si phﬁ world trade in agnculture by closing Ioopholes that. allow countries to maintain high
subsuly levels-and compllcated tariff and customs procedures,

« eaffords flexib thy to the U.S. Congress as it prepares for thé next F arm Blll by allowmg for
- unlimited rural and farm support through non-trade-distorting programs and allowing a

_ continuation of trade-distorting subsidies at more equal levels;
) 'encourages resource conservation and environmental protectlon programs,

. « *is proportionate, the more trade-distorting the measure,:the deeper the reform:
o elimination of export subsidies, !
o substantial reforms in border protection through. an aggressive approach that will put
pressure on countries with high tariffs in agrlculture

9/1700°11:03 AM
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o establishing a shared standard|for the level of trdde-distorting domestic support,
o continuing availability of export credit and food ‘aid programs,

o and allowing unlimited amounts of support through non-trade-distorting measures;

« *is balanced, calling for substantial reforms that can be’fealistically and expeditiously achieved in.

this round of negotiations.

k‘,, i
'l
T

'l

Background WTO agnculture negotiations were mandated to begm this year under the provisions of
the Uruguay Round agreement in 1994. WTO members set a deadline of the end of the year for initial
negotiating proposals, with latitude for countries to amend angl amplify their initial proposals in the first

quarter of 2001.

June 29, 2000 |

.
i .
il

]
|
i
o
i
i
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For Immediate Release Contact: Brendan Daly * Co
July 3,2000 Amy Stilwell
Todd Glass -

.’ @02)39s:3230 .. - . |

U STR.REQOMMENDS GSP SUSPENSION OF BELARUS
‘and i
ANNOUNCES TERMINATION OF WORKER RIGTHTS‘ REVIEW OF THAILAND

{

United States Trade Representattve Charlene Barshefsky announced 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 1nteragency committee, chaired by USTR, that Belarus has not
taken sufficient steps to conform fo internationally recogmzed worker rights. The GSP program provides
duty-free treatment on a large number of tariffs from developing countries in order to promote economic
development, maintain U.S. competitiveness, and reinforce the 3Unitecl States' trade policy agenda.

2

"One of the fundamental criteria for GSP elxglbthty is evidence, that a country is taking steps to provide

internationally recognized worker rights," Ambassador Barshefsky said. "We have, for some time, been

reviewing worker rights problems in Belarus concermng freedom of association, and the right to
organize and bargain collectively. Unfortunately, the Government of Belarus continues to suppress trade

. union rights and hara(.s union leaders. We therefore recommended that Belarus be suspended from the
GSP program.” : 1

lof3 | S © 9/1/00 11:05 AM
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. In evaluating the worker rights situation in Belarus, the GSP committee noted that trade preferences

20f3

were extended to the Central and Eastern European countries after the fall of the Berlin Wall, and to the
Newly Independent States, including Belarus following the collapse of Communism in the early 1990s.
The objective of these GSP designations was to assist the former communist countries in making the

transition to democracy, pluralism, and the market economy.
M

: l

: (!

Ambassador Barshefsky also announced the termination of the GSP investigation concerning the
provision of core worker rights in Thailand.|With enactment of the new State Enterprises Labor
Relations Act (SELRA) in February, which subsequently received Royal Assent and was published in
the Royal Gazette in Bangkok, the administration of Thai Prlme Minister Chuan has succeeded in

‘re-instituting fundarnental worker rights which had been denied to Thai workers employed by state

enterprises for the past nine years.

"We welcome the important steps taken by Thailand to restore key worker rights to employees in
government-controlled companies, measures which have been.absent in Thailand for nearly a decade,"
said Ambassador Barshefsky. "We are also encouraged that Thailand is considering further actions that
will soon allow unions representing state enterprrse workers t0 associate with private sector labor
orgamzatlons ; 3

Background

i
, , . _ S
Belarus: r " R - y .i

A‘

In 1997, the AFL-CIO filed a petition with the Office of the U.S: Trade Representative to remove
el1g1b1hty from the Republic of Belarus to participate 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 0f'1974, as amended. U.S. officials met
repeatedly with their Belarus counterparts but were unable to persuade the Government of Belarus to

]

make sufficient improvements in the worker rlghts situation. | |

Review by the inter-agency GSP committee Corroborated the key alleganons of the AFL-CIO. As
written, the Constitution of Belarus 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 strike] However, these rrghts are not respected in practice, and
independent trade unions are suppressed.

Thailand: ' T

Following the coup in Thailand in 1991, the interim govemment suspended the ability of state enterprise
workers to enjoy key worker rights mcludmg]the right to organize, to strike and to bargain collectively.
In response to this action, the AFL-CIO in 1991 filed-a GSP petition which was accepted in 1992. Since
that time, Thai labor practices have been the subject of an ongoing review under the worker rights
provisions of the GS}E’i statute pending attempts by successive administrations in Thailand to enact new

9/1/00 11:05 AM
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legislation restoring these rights.
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The GSP program grants duty-free treatment to specified products that are imported from more than 140

designated developing countries and territor:

1€S.
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For Immediate Release Contact: Brendan

July 10, 2000 Amy Stilwell

. . USTR, CEQ RELI
. ...IMPLEMENTATION O

ENVIRONMENTAL REVIEWS OF TRADE AGREEMENTS

1 Daly

o
Y

EASE DRAFT-GUIDELINES ON, . |
F EXECUTIVE ORDER REGARDING ...

!

The Ofﬁce of the United States Trade Representative (USTR) and the Council on Environmental Quality
(CEQ) today released draft guidelines for implementing Executive Order 13141-Environmental Reviews

of Trade Agreements. The Executive Order,

signed by President Clinton last November, commits the

United States to careful assessment and conolderatlon 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.

\
el
1

"These draft guldelmes show that when it comes to trade and the 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 around the world to,U.S. goods and services, protect the
environment and promote sustainable development The key to these guidelines is pubhc involvement
early in the process to identify the relevant environmental issies, which will enable our negotiators to
craft a strategy that will produce a good trade agreement and protect the environment."

9/1/00 11:05 AM
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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'engthen 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 negotlators 1dent1fy win-win opportunities to both

strengthen the global economy and protect our environment.”
¥

,l Ly ,
The draft guidelines, which will be pubhshed in the Federal Regzster tomorrow, propose procedures for
public comment to identify potential environmental issues as carly as possible in the development of the
trade agreement, to maximize their usefulness for informing the negotlators The guidelines also propose
significant opportunities for public part1c1patlon including anjopen and public process for determining

the scope of the review and in most cases an opportunity to comment on a draft review.

- a

In keeping with the Clinton Administration’ S commitment to reach out to all interested stakeholders,
USTR and CEQ solicited public comment on issues to be addressed in the guidelines and consulted -
closely with its advisory committees, mcludmg the Trade and Environment Policy Advisory Committee
(TEPAC). TEPAC provided a number of detaﬂed recommendations, many of which are reflected in the
present draft. Key environmental, economic, and foreign affalrs agencies also worked with USTR and
CEQ in developing the draft. ;

i
[
.

SUSTR aﬁd CEQ are continuing their outreach efforts 'by seeliihg'additionm pﬁblic and advisory
.. ‘committee comment on the draft in the next few months. A publi¢ hearing on the draft guldelmes will be

”held in Washmgton on August 2 and 3. The' guldehnes will be fi nahzed in the fall

;.00 Back rlound w . . - - ! , ‘;~ ,

20f3

sy e ~ . o ot e

Executlve Order 13141 institutionalizes, for the first time, the| procedures for integrating consideration of
environmental issues into the negotiating precess The Order 1 recognizes that environmental reviews are
an important tool to help identify potential env1ronmental effects of trade agreements, both positive and
negative, and to help facilitate con51derat10n 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 of the
environmental impacts of future trade agree'ments 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 for other agreements based on such factors as the significance
of reasonably foreseeable environmental 1mpacts although 1t 1s ant101pated that most sectoral
hberahzatlon agreements will not require reviews. Pl

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 States|prepared a study of the economic and environmental effects
of the propased Accelerated Tariff Liberalization initiative w1th respect to forest products. Currently,

\
1
l
1
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USTR is conducting environmental reviews of the Free TradejjAre,ai of the Americas and the Jordan Free
Trade Agreement negotiations. | ‘
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U.S. SUBMITS FRAMEWORK PRO]POSAL AT WTO: FOR OPENING SERVICES MARKETS,
USING INNOVATIVE NEGOTIATING APPROACHES

The United States today put forward a far-reaching framework proposal for services negotiations. The
paper was submitted in the WTO Council for Trade in Services, wh1ch serves as the WTO services
negotlatlng body 4o

o
‘1
|
i

"Services are the infrastructure of today's modem economy,’ sa1d United States Trade Representative
Charlene Barshefsky. "The United States has a significant comparatrve advantage in services and our
interests are served by removing foreign barriers 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 deepening of the services comm1tments of all WTO countries. As our framework
proposals in agriculture and now services demonstrate the Umted States is intent on setting the
parameters and pace of negotiations in the WTO."

These negotiations, mandated as part of the WTO's "built-in agenda " began earlier this year. The
negotiations cover all services sectors, 1nclud1ng financial services, telecommunications, express
delivery, energy, environmental, professronal 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 submlt negotiating proposals and conclude technical work.
Today's U. S paper, the first submitted under the roadmap, provides a number of proposals on how the
negotiations should be carried forward and what they should achleve

proposes that:

'

L

-The U.S. paper challenges all countries to undertake substanféial services liberalization. It specifically

« SWTO countries use innovative negotxatmg approaches to achieve agreed negotiating ob]ectives
including sector-specific "model schedules -of commitments.

\ .

» *The starting point for negotiations reflect countries' trade-liberalization that has occurred since
the end of the Uruguay Round, rather than the static "bound" commitments made in the Uruguay
Round negotiations. This means that countries should. not propose commitments less liberal than

their current practice.

« *Countries agree to a "standstill" for

I

the duration of the negotiation; that i is, not to apply any new

trade-restrictive measures m serv1ces that would 1rnprove a country s negotiating position.

» *The negotiations be concluded by December 2002

«

» *Given the complex1ty and changmg nature of services, GATS commitments must become more
’comprehenswe encompassmg more sectors and be made more transparent.

. oGATS classification: should be 1mp1 oved o better reﬂect the reality of the marketplace. -

?

« *Developing countries should part1c1pate actwely m the negotlatlons both as parties seeking and

as parties providing new GATS commitments. -

i
!

« *The U.S. proposal recognizes and affirms that govemments 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 i in the GATS negotiations.

! ‘

The United States anticipates submitting additional papers later in the year setting out substantive

proposals for services trade liberalization i

n specific sectors.
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WTO'Panel Finds U.S. Acted Prematurely on Bananas, But U.S. Duties Unaffected.:. 5

i

" The Officeiof the U:S: Trade Representative announced today that a dispute settlement panel of the i :.i. %

World Trade Orgariization has concluded that the United States acted inconsistently with WTO rules
when it changed import requirements fora 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 d1spute vmlate those rules. The panel's
ruling requires no action by the United States. tg ,

P
"While the panel concluded that we acted prematurely when we: changed our Customs bonding
requirements on EU goods last year, it rejected the EU claim that the tariffs now in place as a result of
the Baranas dispute are not consistent with WTO procedural requlrements 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 comphance said U.S. Trade Representatlve Charlene
Barshefsky |

i

y
The EU's complaint addressed the U.S. announcement of March'3, 1999 that it would change bonding
requirements on certain imports from EU countnes The United States took this step in order to ensure
that it could, from that date, collect any duties |that might be applied after a WTO arbitrator in the
Bananas dlspute completed a report on the level of harm to the U.S., which had been scheduled for
March 2. Because the March 3 bonding requirements were a temporary measure in place only until
WTO proceedings finished on April 19, 1999, the panel's finding requires no action by the United States.

i
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While the panel found against U.S. bonding requirements, it rejécted EU arguments that the United
States violated WTO procedural rules by not requesting separate panels to determine whether, and by
how much, the EU banana regime harmed U.S. exports. The EUihad argued that because only one panel
considered both questions, current U.S. duties|on bananas are inconsistent with WTO rules. The EU has
presented this argument to several WTO panels; not one has accepted it.

Background

H
“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 requlrements The U.S. action on March 3, 1999 consisted
of changing those bonding requirements on certam imports from EU countries to ensure that higher
duties could be collected following completxon of WTO proceedmgs authorizing duty increases. Those
proceedings were not completed until April 19, 1999. .

| L

The EU argued that the U.S. action discriminated against 1mports 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 varlous provisions ofithe WTO Dispute Settlement
Understanding by acting against the EU before WTO proceedings were complete. Finally, the EU
argued that the United States and the Bananas arbitrator failed to follow procedural rules rendermg all
U. S Bananas tanffs WTO- 1ncon313tent 3 R T TR T TR
T R A S T DN S oS | . . s LA S SR

!: .
Whﬂe the WTO panel agreed with the EU that the United States acted prematurely in. changmg bonding
requirements on March 3, it rejected the EU argument that the tanffs now in place are. WTOx 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-implementing party such,as the EU from engaging in endless
litigation to delay compliance or the consequences of non- comphance
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" UNITED STATES AND JAPAN AGREE ON INTERCONNECTION RATES

i ;
|

President Clinton hailed the agreement announced today by Umted States Trade Representative
Charlene Barshefsky substantially lowering Japanese telecommunication interconnection rates. The
agreement was reached as part of the Enhanced Initiative on Deregulatlon and Competition Policy and is
included among new Japanese deregulation commitments secured in the Third Joint Status Report of the
U.S.-Japan Enhanced Initiative on Deregulation. :

. "This important agreement on mterconnecnon rates will help further 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 i mcrease 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 1mpact of information technology on the global economy, at the G7/G8 Summit.'

. .

i
i

i

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
€normous economic opportunmes for U.S. telecommunication camers and Internet services providers,

, N o
' "This deal opens Japan's telecommunications market to genuine competition and should save

\
f
o
|
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as well as for Japanese consumers and the Japanese economy asa whole.
b I

T
' : " http://www.ustr.gov/releases/2000/07/00-55.html
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i

The telecommunicati ons commitments will substannally 1mprove U S. firms' access to Japan's

3

$130 bllhon telecommunications market. Under the deal s’n'ucki early Wednesday mormng in Tokyo,
Japan has agreed to lower its rates for reg10na1 access by 50 percent over two years and local access by
20 percent over two years. These cuts will be front-loaded and! made retroactive to Aprll 1 of thlS year
and there will likely be further substantial cuts in the third year (2()02)

Ambassador Barshefsky also announced that

li‘ i;

]

"Japan also agreed to further liberalize its

telecommunications market by opening up th 'last mile' to competltlon unbundling' subscriber lines.
This will allow new entrants to lease those lines at cost-based rates tto provide. services such as high-

speed Internet access.”

FACT SHEET ﬂ'

i
1 v
A :
o
il
b

i
oo

U"-JAPAN AGREEMENT ON INTERCONNECTION RATES

!l

. Background Over»regulaﬂon of new entrants in Japan's telecommumcatlonsesector and weak controls over the
: = powerful dominant carrier, NTT, have stifled competmon in Japan's $130 billion telecommunications market.and
depnved the Japanese economy of the benefits of innovative services and low prlces In.an attempt to address

these ;problems, the United States has called for a "Telecommunications Big Bang," pressing for elimination of

2of3

unnecessary regulatlons and stronger safeguards |

N

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

« Reduce the cost for competition to interco

against anti- competxtwe behavmr by dommant camers
; . - : 1

T

A
l [
H

nnect with NTT's system by about 50% at the regional level (of

greatest importance to U. 8. companies) and 20% at the local, level over the next two years (2000 and
2001) These cuts will be retro-active to April 1, 2000. fi

i

. Ccnduct a thorough review of NTT's 1nterc0nnect10n rates m«2002 based on an improved rate calculation
model. This process should result in additional and substant1a1 rate reductlons in 2002.

. Open new points of access ("unbundlmg") to NTT's network and enact rules to ensure fair usage rates and
conditions in order to allow new entrants to compete in provndmg hlgh -speed Internet services.

1

« Enhance new entrants' ability to build new networks by 1) elxmmatmg 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 electrlc utilities.

? .

« Determine: by March 2001 if i mterconnectlon with NTT DoCoMo Japan s largest wireless provider, should

be regu]ated more strictly because of DoC

oMo's "dominant” inarket power.
. t .
I

ook

:
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Benefits to the U. S.: These agreements will improve U. 8. firms' access 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 next two years. The benefits for new
competitors should be even more significant in 2002, as interconnection rates will likely drop even more sharply.
Japanese consumers will benefit from better serwce 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 two largest economies!

-30-
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UNITED STATES AND JAPAN AGREE ON II\!ITERCONNECTION RATES

Pre51dent Clinton hailed the agreement announced today by Umted States Trade Representative
Charlene Barshefsky substantially Iowermg Japanese telecommumcatxon interconnection rates.

The agreement was reached as part of thcle

Enhanced Imnanve on Deregulation and Competition

Policy and is included among new Japanese deregulation commxtments secured in: the Third Joint
Status Report of the U.S.-Japan Enhanced Initiative on Deregulatxon . —

"This important agreement on interconnection rates will help ﬁmher reduce regulatory barriers to

trade between the United States and J apaln " said President Clinton.

"It will level the playing

field for America’s cutting edge technologles 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 information technology on the global

economy at the G7/G8 Summit."”

"'I'his deal opens Japan’s telecommunicat

‘1
H 5 ,

3
i .

ions market to genuine competition 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

. AN
rates will unleash enormous economic op

Internet services providers, as well as for
whole.

$130 billion telecommunications market

portunities for U.S. telecommunication carriers and
Japanese consumers and the Japanese economy as a

: ;‘ |

111 substantially i 1mprove U S. firms’ access to Japan’s
Under the deal sltruck early Wednesday morning in

Tokyo, Japan has agreed to lower its rates for regional access by 50 percent over two years and

local access by 20 percent over two years

These cuts will be front-loaded and made retroactive

to April 1 of this year and there will likely be further substaritial cuts in the third year (2002).

o



http:WWW.USTR.GOV

Ambassador Barshefsky also announced that "Japan also agxéed to further liberalize its

. . " oy : .. . .
telecommunications market by opening up the ‘last mile” to competition - unbundling’ subscriber
lines. This will allow new entrants to lease those lines at cost based rates to provide services

such as high speed Internet access.” |
. L

'FACT SHEET
US-JAPAN AGREEMENT ON IVTERCQNVECTIO\I RATES

Background: Over-regulation of new entrants in Japan’s telei:tommunications sector and weak controls
- over the powerful dominant carrier, NTT, have stifled competition'in Japan’s $130 billion
telecommunications market and deprived the Japanese economy of the benefits of innovative services
and low prices. In an attempt to address these problems, the United States has called for a
"Telecommunications Big Bang," pressmg for elimination of unnecessary regulations and stronger
safcguards against anti-competitive behavior by dominant carriers.’
! t

Accom plishments: To address these problems, Japan has agreéd to:,
A S |
. Reduce the cost for competition tojinterconnect with NTT’s system by about 50% at the regional
' level (of greatest importance to U. 8. companies) and 20% at the local level over the next two
_ years (2000 and 2001). These cuts|will be retro-active fto April 1, 2000.

) Conduct a thorough review of NTT’s interconnection rate’s in 2002, based on an improved rate
calculation model. This process should result in addxtnonal and substantial rate reductions in
2002. : ',

. Open new points of access ("unbund ing™) to NTT’s network and enact rules to ensure fair usage
rates and conditions in order to allow new entrants to compete in providing high-speed Internet
services.

Ay
\ g

e ' Enhance new entrants’ ability to build new networks by\ 1) eliminating restrictions on new
competitors’ ability to construct thelr own networks in the most efficient way, and 2) removing
certain road construction restrzctxons and promoting measures to improve access to underground
tunnels controlled by NTT and eIectr:c utifities. :

™ Determine by March 2001 if interconnection with NTT DoCoMo, Japan’s largest wireless
provider, should be regulated more .i;trictly because of DoCoMo’s "dominant"” market power.
Benefits to the U. S.: These agreements will i improve U. S. ﬁrms access to Japan’s $130 billion
telecommunications sector, the second Iaroeist in the world. Lowermo interconnection rates to the levels
agreed above will in itself save competitive carriers over $2 bulhon over the next two years. The benefits -
for new competitors should be even more significant in 2002, as mterconnectlon rates will likely drop
even more sharply. Japanese consumers wnll benefit from better service and lower costs.
Interconnection cuts will reduce the cost of busmess-to—busmess transactions and Internet usage. They
will also stoke Japan’s economic recovery, s tnmulatmo trade between the world’s two largest economies.
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BARSHEFSKY HAILS SIGNIFI‘CAB
TION INITIATIVE

DEREGULA!

TOKYO -- United States Trade Representative Char

T ACHIEVEMENTS UNDER ENHANCED

j
N
e

i

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 statem

ent this afternoon: !

H

"The measures achieved under this initiative, particularly our agreement in telecommunications, will translate

into substantial gains for U.S. firms doing business i
recovery of the Japanese economy, and Japanese co
greater choice, and more innovative new products.

"The achievements detailed in the Third Joint Status

energy; housing, medical devices, pharmaceuticals

lof 12

n Japan. Meaningful deregulation will support continued

nsumers will beneﬁt across the board from lower prices,

vt
i

| ;
Report build on and significantly expand our previous two

years' of work under the Enhanced Initiative. It covers a broad range ofisectors, including telecommunications,
and financial semces It also focuses on cross-cutting

'

'

i
1
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structural issues related to distribution, transparency and competition poﬁlicy.‘ :
=

"The United States experience with deregulation over the past 20 years demonstrates 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 bottlenecks that inhibit Japanese structural change and economic
adjustment, and represents a giant step forward in Japan's efforts to foster and sustam economic renewal.

|
i
"Our work is not yet complete and we look forward to working with Japan as it continues its deregulation
efforts.” ‘

(Fact sheet on the Third Joint Status Report follows) P : R

FACT SHEET

THIRD JOINT STA’[‘US REPORT UNDER THE U.S. JAPAN ENHANCED INITIATIVE ON -
, "+ DEREGULATION AND COMPETITION POLICY :

July 19, 2000 |

OVERVIEW

p
!

In light of Japan's low economic growth, the Government of Japan has undertaken significant fiscal and
monetary stimulus. These have been necessary measures to rekindle sustainable growth, but will prove
insufficient unless coupled with structural change driven by deregulanon that frees up the economy to
greater competition. o

Initiated by President Clinton and then-Prime Mmlster Hashlmoto at the Denver Summit of 1997, and
carried out by U.S. Trade Representative Charlene Barshefsky and then Foreign Minister Yukihiko
Ikeda, the Enhanced Initiative on Deregulation and 'Competition Policy seeks to eliminate bottlenecks
that inhibit J apanese structural change and economic adjustment. This report on the third year of the
Enhanced Initiative was agreed to by the U.S. and Japan under the co-chairmanship of Deputy U.S.
Trade Representative Richard Fisher and Japan' s Deputy Foreign'Affairs Minister Yoshiji Nogami. It
focuses on telecommunications, energy, housmg, medical devices, pharmaceuticals, and financial
services. It also addresses cross-cutting competition policy, transparency, and distribution.

i
i
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Building on ach1evemenls made over the past two years, the new measures contamed 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 economy 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 bilateral trade agreements on issues such as' autos and auto parts, government
procurement and insurance. . i

The measures under this Initiative will translate into 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 J apan Japan's trading partners, and the
world. ‘

i

i

TELECOMMUNICATIONS

o [
5

Background: Over-regulation of new entrants i in Japan's telecommumcanons sector- and.weak controls

..over the powerful dominant carrier, NTT, have stifled competition.in Japan's:$130 billion.
* telecommunications market and deprlved the Japanese economy of the 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 agamst anti-competitive behavior by dominant carriers.
i ]

Accompliéhments: To address these problems, Japan has agreed ifo:"'

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

I
|

® Conduct a thorough review of NTT's interconnection rates in 2002 based on an improved rate
calculation model. This process should result in additional and substantlal rate reductions in 2002.

* Open new points of access ("unbundlmg“) 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.

i

¢ 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) removing certain road

construction restrictions and promoting measures to improve access to underground tunnels controlled
by NTT and electric utilities. »

9/1/00 11:05 AM
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| e Determine by March 2001 if interconnection with NTT DoCoMol Japan's largest wireless provider,
should be regulated more strictly because of DoCoMo's "dominant” market power.

Benefits to the U.S.: These agreements will improve U.S. firms' access 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 billioniover the next two years. The benefits
for new competitors should be even more srgmﬁcant 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 of business-to-business transactions and Internet usage. They will also stoke
Japan's economic recovery, stimulating trade between the world's two largest economies.

ENERGY I

Background: Japan is the third-largest energy market in the world, behmd the U.S. and Chlna Japan s
ten utilities together produce about three quarters of Japan's power: needs ' RN

Sy . ~ .- A i pRERI s P P %
I Lo e 1 g . - . :{ . .

H LY . we N e A . [
‘ ‘ . . ' v i

In March, Japan opened nearly one-thlrd of its: electncrty market to competrtlon allowing large S
industrial customers'to choose their electricity supplier. This reform is intended to helpreduce Japan S
energy prices, which are the highest in.the OECD, and in doing so, increase economic 'growth and Create
thousands of new jobs. During this year's energy ﬂdralogue under the Enhanced Initiative, the U.S. and
Japan reached agreement on key measures:related to 1mp1ementat10n of this electricity deregulatlon
which will help ensure its success. The agreement reached between the two governments also will 1ay
the groundwork for further deregulation in this 1mp0rtant sector.

" Accomplishments: ‘ SR b
| \

H

|

» Japan has pledged to fully implement and enforce measures designed.to ensure fair, open, and
non-dlscrlmlnatory access to its electricity transmission grid - the utlhty owned network that is the only

channel for transmitting electricity from one point to another in Japan. -
[

e Japan will disclose information on the developrnent of transm1551on rates by utilities so that new firms
seeking to compete in the market can determine if these rates are belng set fairly.

3 ' . . ?é‘

. e To foster the shift from a monopoly toa competmve market in the electricity sector, Japan agreed to
eliminate its antitrust exemption for natural monopohes (including electricity and gas) enforce
competition guidelines and expand them as appropriate, and actively promote competition in this sector.

¢
LN
t
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QrAccompllshments Thrs year s progress under the Enhanced Inmatrve mcludes
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i

e Japan agreed to establish a fair, transparent, and non-discriminathy framework for access to its natural
gas sector, which is to be liberalized next year. T
o

,\,

e Japan also agreed to review the results of these|initial hberahzatlon steps in three years We expect this
view to lead to further liberalization of the energy sector. :

' 6

P s
! . ! :
' o
oL
;

Benefits to the U. S.: U.S. firms will be able to produce, sell, and trade' power in Japan's $135 billion
electric power market. Japan's reforms also will create new opportunltles for exports to Japan's $15
billion market for electrical generation equipment, as well as to Japan's growmg energy services market.

HOUSING 3

.Background -Japan's- $42 brlhon home building materrals market i rs the second:= largest in: the world

Unwieldy rental marketrestrictions and govemment-rmposed limits on the size.of wooden burldrng
have styrmed market aCCPSS and drwen up housing costs for Japanese consumers ‘ " R >

l

. s o e
i e - -t FOES R
po— . . . L

W . X A L.

! . S e

¢ A December 1999 change to Japan s Land and House Lease Law govemmg lease renewals. This
reform will allow Japan to develop a quality rental housing market,'improving housing choices for
millions of Japanese families and creating enormous opportunities : for domestic and foreign builders and
suppliers. Experts project this change will lead toja 17% increase in new housing starts within an hour's
drive of Tokyo.

.
"
4

e Continuing our efforts from previous years, Japan has agreed to reduce restrictions against four-story
wood-frame buildings. This step will strengthen the current boom in construction of wood-frame houses,
and could ultimately mean substantlal increases m the sales of U.S. 'wood products.

N

e Japan has agreed to help improve housing apprarsals by ensuring that mamtenance and renovation are
factored into appraisal value. We have also encouraged Japan's government mortgage bank to make
mortgage terms for resale housing more compatlble 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 famrlles o

i
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_ Benefits to the U.S.: The U.S. now sells approxrmately $3.3 bllhon in bulldlng materials to Japan each
year. These reforms will create important new opportunmes for U.S. firms, who stand to benefit from
hundreds of millions of dollars in new sales while spurring Japan' s economlc growth and providing more
affordable, high-quality homes for Japanese consumers. o

: L
MEDICAL DEVICES, PHARMACEUTICALS AND NUTRITIONAL SUPPLEMENTS

Background: Continued over-regulation and inefficiencies in Japan s medical device, pharmaceutical
and nutritional supplement sectors have slowed the introduction of innovative, cost- effective products
into Japan. Increasing the availability of these products is a key to helping Japan meet the challenge of
prov1d1ng 1ncreased quality health care to its aging population wh11e 11m1t1ng overall costs.

Accomplishments: Japan has agreed to take 25 concrete new deregulation measures that will increase
the access of U.S. manufacturers to Japan's health care market, 1nclud1ng

‘ ‘@ From October 2000, establish an unft;iasedrjancil transparent:appeais .precess that will allow U.S. LA
= suppliers to challenge unfavorable pricing decisions for medical devices and pharmaceuticals under - [
»: Japan's national health insurance system. ‘ o =

o Implement a transparent and speedy process for creating new medlcal device pricing categories and
provide appropriate interim prices for new devices (within four months) while their final prices are being
implemented, and take steps to prevent disproportionate price cuts on U.S. products due to restructuring

of functional categories.

r

o Work toward increasing the availability of innovative medicines in the marketplace through Japan's
pharmaceutical pricing reform process. ' ' ' S

P

e Take specific measures to improve the transparency and speed of the approval procedures for both
drugs and medical devices, including increased use of foreign chmcal data This will result in faster
pat1ent access to cutting- edge products.

e Abolish restrictions on the shape and maximumI daily dosages of many common vitamins and

minerals, and allow manufacturers to provide Japanese consumers with information about the nutritional
' and health benefits of these products. - ' : '

’l

6 of 12 ' . _ 9/1/00 11:05 AM


http://www.llstr.gov/reieases/2000/07/00-56.htmi

H e
L

7 of 12

¢ On April 1, 2000, Japan implemented a reduction in the approydl 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. firms are the dominant worldwide suppliers of innovative
products and will be the key beneﬁcmnes 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 devices market. In the nutritional supplements sector, U.S.
companies have captured approximately $500 m11110n of Japan's $6 5 billion market. While 51gn1ﬁcant
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 medical devices and drugs being developed by U.S. firms
can gain timely access to the Japanese market.

DISTRIBUTION AND CUSTOMS:

Background Japan s rigid and inefficient d1stnbut10n 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 stores. Japan's inefficient customs system has burdened both
Japanese and foreign businesses with high costs and unw1eldy procedures.

I
P

Accomplishments: Significant newJapanese:measures include: © ~ : .

e On June 1, 2000, Japan repléced the: Large Sto res Law with the Largé Scale Retail Store Location Law
(Store Location Law) Japan has agreed to ensure that this new law is implemented in a consistent,
transparent, and fair manner - - i R D

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

" noise, and trash removal. To address these 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.

¢ To address concerns that local governments w1|ll not implement the Store Location Law in a uniform
manner, Japan has committed to an information campaign to ensure maximum awareness about the new
law, and to provide local govennnents with technical assistance w1th regard to its implementation.

» By increasing the amount of goods that Customs officers are allowed to process during overtime work,
Japan Customs has effectively reduced the costs|of releasing goods imported into Japan, saving U.S. and

other foreign importers millions of dollars a year.

http://www.ustr.gov/releases/2000/07/00-56.html
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e Over the next year, Japan Customs will introduce a new Simplified Declaration Procedure that will
move imports into Japan more efficiently through streamlined procedures for duty payments and
reporting requrrements

Benefits to the U.S.: These reforms will help American retailers achieve additional progress in gaining
access to Japan's $1.5 trillion retail market. U.S. lretaulers already operating in Japan - including Toys R
Us, Gap, Eddie Bauer, and Costco - will contmue to benefit from increasing deregulation in this sector.
Japan s streamlined customs procedures are expected to yield substantxal savings to American
businesses. One U.S. firr, for example, estrmates that its overtime fees will be cut by millions of dollar
a year due to the increase d number of pieces customs ofﬁc1als are allowed to inspect per hour.

FINANCIAL SERVICES

i

Background: Japan's pool of individual savings - - valued at over $12 tnlhon - is the largest outside the
United States. But, until recently, Japanese investors had a very limited range of investment choices, and
most of these funds have been held in low-return assets. Strict regulanons 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 services providers. = i

—

Accomphshments Japan s "Big Bang" financial llberahzatron initiative; which builds:on and extends
-=Japan's.undertakings in the 1995 U.S.-Japan F 1nancra1 Services Agreemen‘t commiis Japantoa
- - fundamental:deregulation of the financial sector. Bilateral financial services discussions have:sought to
. :ensure'that Big Bang:measures were extended and fully. nnplemented :and.thatiforeign firms:share fully
i.in the’ new opportumtles opening up. Notable derégulation measures in thls report include: 1.

s . . . . ‘x : 1 .
. Full hberallzatlon of brokerage commissions on stock transactlons (October 1999) will greatly increase
competmon arnong brokerages, as it has in other financial markets , - - ok

~» The elimination of restrictions on the scope of business of cross-industry subsidiaries (e.g., securities
subsidiaries of banks) has e 1mmated much of the|artificial segmentation of the financial services
1ndustry o

i

e The elimination in June 2000 of the requrrement to liquidate portfoho holdings when switching private
pension fund managers greatly increases the abrhty of new entrants to compete for existing pension fund
business. Japan will eliminate the corresponding requrrement for public pensions by April 2001, and
permit investment adVISers to directly manage pubhc pension funds

‘ '
i

e The initiation by the Financial Services Agency of a system of res'ponse to written inquiries, including
requests for published guidance and no-action letters, to improve transparency and predictability in the
regulatory process. f

Benefits to the U.S.: Drawing on their technological and innovative strengths, American financial
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services providers have dlready reaped 51gn1ﬁcant commercial opponunltles from the liberalization of

Japanese financial markets. The Japanese mvestment trust (mutual fund) market has expanded sharply

this year, and the number of foreign-affiliated mvestment trust companies has more than doubled in the

past two years. This year, for the first time, a jointly-owned American-Japanese firm (Nikko Salomon

Smith Barney)led the market in new equity 1ssua'nces American firms 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 acqu131t10n of Japanese firms. Opportunities for U.S. firms will continue to
expand in the future, as Japan's financial market continues to develop, and as the Japanese invest in an

increasingly sophlstlcated 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, non-transparent, and presents serious challenges to U.S.
firms, including an inadequate product and rate approval system and shortages of skilled staff.

'
. b
1 { :

Japan's government-owned and operated postal insurance system, 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; and financial obligations.

2 Accomplishﬁlénts: As a result of this year's Initia tiv'e, Japan‘é new pledges“ include:r |
. ) U
I

s

Do . Speedmg new and innovative insurance products to the market by shortenmg standard product
examination periods and reviewing whether the streamlined ' notlﬁc;anon system:can be extended to
additional commercial and personal insurance lines. ‘ o

P

e Examining ways in whmh Japan's published insurance product examination regulations can be
clarified. I

e Providing more information to private firmsin writing.

i

i

,® Ensurmg a level playing field for all firms by examining msurance product appl1cat1ons in the order
they were submitted.

i

. Avmdmg product approval bottlenecks through more efficient use of Japan's regulatory personnel and

. technical resources.

9of12 . . - C ‘ 9/1/00 11:05 AM
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. Japan. Strong antitrust enforcement is needed to

100f 12

‘o

. Afﬁrmmg that the GOI has no current plans to

} ~ http//www.ustr.gov/releases/2000/07/00-56 htm!
Lo

expand Kampo into additional areas of non-life

insurance, and that the Ministry of Posts and Telecommumcatmns will explain upon request to foreign
insurance prov1ders and other interested parties a.ny plans to change Kampo insurance offerings.

‘Benefits to the U.S.: These new measures build

!

|

on progress in deregulatmg the Japanese insurance

market achieved through the 1994 and 1996 bllateral insurance agrecments and will further approve
U.S. firms" access to Japan's $331 billion i msurance market. By streamlmmg the current product approval
system and clarifying Japanese Government rules and regulations covermg insurance, a wider array of

new, innovative, and cost-competitive insurance
Japanese consumers. Further, a focus on limiting
private sector, fully capable of meeting all of thei
mappropnately challenged by government interv;

lproducts will become more readily avallable to

potential expansion of Kampo will ensure that the
insurance needs of the Japanese public, is not
ention in this 1mportant market.

COMPETITION POLICY

Background A key: goal of the Enhanced Initiative is to ensure that govemment deregulation is not
undone by anti-competitive actions orchestrated by private-sector players Preventing incumbent firms in
once heavily regulated sectors from using their market power to stifle competition is of particular
concern. The same holds for preventing cartels from undermining the health of the economy and
excluding forelgn competition. Bid rigging on public procurement projects is especially problematic in

the Japanese: Governmert, however, threatens to
Commission's (JETC). over51ght of the posts and
the same mlmstry as JF’I C i i

Accomplishments: ‘Significant new measures to

?

;combat such problems The upcoming reorganization of

l

compromise the mdependence of the-Japan Fair:Trade.
telecommumcatlons sectors as MPT will be nlaced in:

P

3
I
H .

i‘l

address these problems include: v el i

v

s
¢
l v

o The JFTC will actively enforce Japan's antitrust laws against mcllmbent firms in partially or fully

deregulated sectors (such as the telecommunicati
market position to exclude or harm competitors.

ons and energy sectors) that try to use their dominant
| ‘

' .
l .
1
I
l

A

e Japan has pledged it will not allow the upcommg government reorgamzatlon to affect JFTC
independence in antitrust enforcement and competmon policy promot1on related to the posts and

telecommumcatlons SGCtOI‘S

Lot ~
. T

P
!
i

R

e The National Pol1ce Agrency (NPA) and the JFTC will initiate a new cooperatlon mechanism for
investigating bid rigging; the NPA will provide the assistance to local pohce departments necessary to
ensure they can vigorously and effectively investigate criminal bld rigging, or dango activities.

]

P D
| :,

|

e The JFTC will survey the competition effects of financial ties and other relationships between

manufacturers and distributors and take additiona

distribution and retail se¢tor.

{ N
i

| measures to promote an efﬁclent and competitive
| :
P

i
H
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‘ e The JFTC will strengthen its capabilities to act

; http://www.ustr.gov/releases/2000/07/00-56.html

against cartels by improving the effectiveness of its

searches, fortifying its ability to obtain evidence stored on computers, actively seeking penalties against

obstruction of its investigations and aggressively

Benefits to the U.S.: Active competition - safegu

pursuing international cartels

arded by vigorous Antilmonopoly Law enforcement

and broad-based government support for competi

tion principles - will help reinvigorate Japan's economy

and help open Japanese markets to American ﬁrrus. Japan's agreement to ensure an independent JFTC

committed to actively enforcing the law against e

xclusionary practices in deregulated sectors such as

electricity and telecommunications will be a key factor in ensuring true market access for American
competitors. Strengthened efforts to root out cartels and bid rigging conspiracies should also help
eliminate private anti-competitive barriers hindering U.S. exports of goods and services to Japan.

|

TRANSPARENCY OF THE REGULATORY SYSTEM

Background: Despite improvements in recent years, Japan's regulatory system continues to lack the

!

transparency and accountability necessary to ensure that all players have the same access to public

information and the policymaking process. New market entrants and competitors need adequate
information on Japan's regulatory system in order ;to base their dec1s1ons on accurate assessments of

potential costs, risks and market opportunities. This is especially true for forelgn ﬁnns wh1ch do not
he bureaucracy as domestic firms. , : :

have the same raCCess to it

1
il

Accompllshmbnts:

o 2l

e In January 2001 Japan w1ll increase regulatory

transparency and bureaucratlc accountablllty by

introducing a government-WIde policy evaluation system.

e ast year, Japan 1ntroduced a Public Comment Procedure that allows the public to review and

comment on draft regulations. The U.S, however,
implementation, including overly short comment

has ongoing concerns about the Procedure's
per1ods and the fact that public comments rarely appear

to be reflected in final regulations. As a result, Japan has agreed to examine the Procedure's
implementation, including the length of comment per1ods used and reasons why the ministries do not -
use the Procedure in particular cases. The public will have an opportunity, to comment on the survey.

e When Japan enacted its 1999 government information disclosure law, it exempted special public -
corporations (tokoshu hojir) from the information dlsclosure obhgatlons However, a special
government committee is preparing recommendations for legislation to require these corporations to

disclose information to the public in the same wa
and agencies.-

1l.of 12

bureaucracy more accountable help curb onerous

y already mandated for central government ministries

[

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

discretionary powers of the bureaucracy and shift

|
|

9/1/00 11:05 AM



RE
e

- . ‘ o : ' : http://www.ustr.gov/releases/2000/07/00-56.html

\

power to the public. Such reforms also help level the playing fieldifor foreign firms, reducing the special
advantages traditionally enjoyed by Japan's domestlc firms. For example Japan's pohcy assessment
system will, beginning in January 2001, require mlmstrles and agencies to evaluate the effects of their
policies both before and after 1mp1ementat10n and make their pohcy evaluations public.

LEGAL SERVICES

Background: There is not enough legal expertise in Japan to support the increased merger and
acquisition and commercial restructuring 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 the ability of Japanese}and foreign busmesses to obtain the fully integrated
transnational legal services they need for efficiently effecting domestlc and cross-border transactions.

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

i
of

i FEE

.o Japan has established a Judicial Reform Council to:review a w1de range «of steps to make the legal
-, system more responsive to the needs for increased legal services.in J apan :

. '@ The Japanese Federation of Bar Associations (Nichibenren) has lifted the ban on business advertising

120f12

by Japanese and foreign lawyers. They are now allowed to advertlse their. areas of practlce background
and fees‘through newspapers, magazines and on the Internet. T

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 number needed to meet Japan's
burgeoning legal demands. However, the Japanese Government is con51der1ng further increases, and the

Judicial Reform Council is investigating ways to address this need.

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

(End) o
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BARSHEFSKY HAILS S;IGNIFICAN’IL ACHIEVEMENTS UNDER
ENHANCED DEREGULAT?ION INITIATIVE

“TOKYO - United Sates Trade Representative Charlene Barshefsky todav hailed significant new Japanese deregulation measures achieved under the Third Joint
" Status Report of the U.S. Japan Enhanced Initiative on Dereoulanon and Competition Pohcy :

‘Ambassador Barshefsky issued the following statement__thns aﬂTmoon: !

““The measures achieved under this initiative, particularly our avreehent in telecommunications, will translate into substantial gains for U.S. firms d(-)in0 Dusiness in
. Japan. Meaningful deregulation will support continued recovery of the Japanese economy, and J dpanese consumers will benefi tacross the board trom lower prices,
greater choice, and inore innovative new products. o

“The achievements detailed in the Third Joint Status Report build on and significantly 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 services. It also focuses on cross-
cutting structural issues related to distribution, transparency and competition policy.

~ “The United States” experience with deregulation over the past 20 years demonstrates the tangible and positive benefits that result when the interests of consumers
' are placed at the top of regulatory policy ObJCCflVCS This Enhanced Initative seeks to eliminate the bottlenecks that inhibit Japanese structural change and
economic adjustment, and represents a giant step forward in Japan’s efforts to foster and sustain economic renewal.

“Qur work is not yet complete and we look forward to working with Japan as it continues its 'deregulﬁtion‘ efforts.”

- (Fact sheet on the Third Joint Status Report follows)
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FACT SHEET

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

ON DEREGULATION AND COMPETITION POLICY

July19,20000 _

OVERVIEW:

;o
i

In light of Japan’s low economic growth, the Government of Japan has undertaken significant

fiscal and monetary stimulus. These have been necessary meéasures to rekindle sustainable
growth, but will prove insufficient unless coupled with structural change driven by deregulation
that frees up the economy to greater competition. ;

‘Initiated by President Clinton and then-Prime Minister Hashi'moto at the Denver Summit of

1997, and caitied out by U.S. Trade Rslepresentatwe Charlene Barshefsky and then Foreign
Mlmster Yukihiko Ikeda, the Enhanced Initiative on Deregulanon and Competmon Policy sepks

- report on the third year of the Enhanc:°d [nitiative was ac'reed to by the U.S. and Japan under the

co-chairmanship of Deputy U.S. Trade Representative Richard Fisher and Japan’s Deputy

Foreign Affairs Minister Yoshiji Nogami. It focuses on telecommumcatxons energy, housing,

medical devices, pharmaceuticals, anq financial serwces It also addresses cross- cuttm0

competition policy, transpa:ency, and dxstnbunon

. ; | «
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 economy from realizing
‘'sustainable economic recovery. Simultaneously, this Initiative remains a crucial component of

the Clinton Administration’s strategy tb further open markets in Japan. It is crafted to

complement our multilateral agenda in|APEC and the WTO and our ongoing bilateral trade

agreements on issues such as autos and auto parts, government procurement and insurance.

The measures under this Initiative will ftranslate into 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 of new entrants in Japan’s telecommunications sector and weak '
controls over the powerful dominant carrier, NTT, have stifled competition in Japan's $150°
billion telecommunications market and deprived the Japanese economy of the benefits of
innovative services and low prices. [t an attempt to address these problems, the United States
has called for a “Telecommunications Big Bang,” pressing for elimination ef unnecessary

‘ regulations and stronger safeguards against anti-competitivc behavior by dominant carriers.

AccomphshmentS' To address these probiems Japan has aoreed to:

L ]

. | \
Reduce the rates for competitiors ;o interconnect with I\TT’S network by about 50% at the
regional level (of greatest importance to U.S. companies) and 20% at the local level by 2001.

e Conduct a thorough review of NTT’s interconnection rates in 2002, based on an improved

L ]

.underground tunnels controlled bvl

rate calculation model. This process should result in additional and substantial rate
reductions in 2002.

Open new points of access (“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. : - . C

- 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)

removing certain road construction restrictions and promotmg measures 1o 1mprove access to
NTT and electrlc utllmes :

Determine by March 2001 if interconnection with l\TT DoCoMo Japan’s largest wireless

prov1der should be regulated more strictly because of DoCoMo s “dominant” market power.

| : ‘ l ‘ |

Benefits to the U.S.: These agreemenlts will improve Us. firms’ access to Japan’s $130 billioit
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 next two
years. The benefits for new competitors should be even more significant 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 of business-to-business
transactions and Internet usage. They will also stoke Japan’s economic recovery, stimulating
trade between the world’s two largest economies.




ENERGY .

Lo
Buackground: Japanis the third-1 largest energy market in the world, behind the U.S. and China.
‘Japan’s ten utilities together produce about three-quarters ofJapzm s power needs.

[n March, Japan opened nearly one-th'iir'd of its electricitiy mzirket to competition, allowing large

industrial customers to choose their electricity supplier.; This reform is intended to help reduce
Japan's energy prices, which are the highest in the OECD, and in doing so, increase economic
growth and create thousands of new jobs. During this year’s energy dialogue under the
Enhanced Initiative, the U.S. and Japan reached agreement on key measures related to
implementation of this electricity dere'wulatlon which will help ensure its success. The
‘agreement reached between the two governments also will ldy the groundwork for further
deregulation in this important sector.

Accomplishments:

|
i
i

o Japan has pledged to fully implement and enforce measures designed to ensure fair, open,
and non-discriminatory access to its electricity transmission grid - the utility-owned natwork
that is the only channel for Uansmi;ting electricity from one point to another in Japan.

“e Japan will disclose information on lthf: development of transmission rates by utilities so that
. new firms seeking to compete in the market can determine if these rates are bemo set- ta1rlv

e . To foster the shift from a monopoly to a competitive ‘market in the electricit)} sector; Japan
+ agreed to eliminate its antitrust exe'mption for natural monopolies (including-electricity and
_gas), enforce competition g guidelines and expand them as appropriate, and actively promote
competition in this sector. ‘
e . 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.

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

Benefits to the U.S.: U.S. firms will be able to produce, 'sell, and trade power in Japan’s $133
billion electric power market. Japan’s rieforms also will create new opportunities for exports to
Japan’s $135 billion market for electrical generation equipment, as well as to Japan’s growing
energy services market. -




HOUSING

Background: Japan’s $42 billion home 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 market access and dmen up housing costs for Japanese

consumers.

~ Accomplishments: This year’s progress under the Enhanced Initiative includes:

~ & A December 1999 change to Japan’s Land and House Lease Law governing lease renewals.
This reform will allow Japan to develop a quality rental housing market, improving housing
choices for millions of Japanese' families and creating enormous opportunities for domestic
and foreign builders and suppllers‘ Experts project this chanoe will lead to a 17% increase in
new housing starts within an Hour’s drive of Tokyo.

e Continuing our efforts from previous years, Japan has agreed to reduce restrictions against
four-story wood-frame buildings. | This step will strengthen the current boom in construction
of wood-frame houses, and could ultimately mean substantial increases in the sales of U.S.
wood products. b

ro Japan has agreed to help improve housing appraisals by ensuring that maintenance and
renovation are factored into appraisal value. We Have also encouraged Japan’s government
A mortgage bank to make mortgage terms for resale housing more compatible with the terms
-+ already offered for new houses, a f:hanoe 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 sells approximatel y 55, 3 billion in building materials to
 Japan each year. These reforms will create important new opportunmes 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, h10h~quahry homes for Japanese consumers.




¢ Take specific measures to improve

MEDICAL DEVICES, PHARMACEUTICALS AND NUTRITIONAL SUPPLEMENTS
. P

Background: Continued over-regulation and inefficiencies in Japan’s medical device,
pharmaceutlcal and nutritional supplement sectors have slowed the introduction of innovative,
cost-effective products into Japan. Increasing the avaxlabx ity of these products is a key to
helping Japan meet the challenge of providing increased quahty health care to its aging
population while limiting overall costs ' -

i . } .
1. ‘)

Accomplishments: Japan has agreedto'take 25 concrete néw deregulation measures that will

" increase the access of U.S. manufacturers to Japan’s health care market, including:

e F rom October 2000, establish an unbiased and Lr:msparent appeals process that will allow

U.S. suppliers to challenge unfavorable pricing decisions for medical devices and
phzumaceumcals under Japan’s natlxonal health insurance system.

) Impiement a transparent and speedy process for creatmw netw medical device pricing

categories and provide appropriate interim prices for new devices (within four months) while
their final prices are being implemented, and take steps to prevent disproportionate price cuts

on U.S. products due to restructun'no of functional cateoones

o - “Work toward increasing the availability of i mnovatwe medxcmes in the marketplace through
Japan s pharmaceutical pricing. reform process. - . - - -

the transparency and speed of the approval 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

« Abolish restrictions on the shape and maximum daily dosages of many common vitamins and

minerals, and allow manufacturers to provide Japanese consumers with information about the
nutritional and health benefits of these products.

[
l

e OnApril 1,2000, Japan implemented a reduction in the approval processing time for new

drugs from 18 months to 12 months. :
Benefits to the U.S.: Japan is the world's second largest;market for medical devices and
pharmaceuticals. . In both sectors, U.S. 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. | U.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

" nputritional supplements sector, U.S. corhpanies have captured approximately $500 million of

Japan's $6.5 billion market. While signlif'lcant, 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 medical devices and druos bemu developed by UsS. firms can gain timely access to
the Japanese market. ‘




DISTRIBUTION AND CUSTOMS

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 zmportgnt step forward, but must be carefully monitored to ensure
that its implementation does not unfalrly discriminate against large stores. Japan's inefficient

customs system has burdened both J apanese and foreign businesses with high costs and unwieldy
- procedures. s

i

‘Accomplishments:- Significant new Japanese measures mclude

e OnJune 1, 2000, Japan replaced the Large Stores Law with the Large Scale Rerail Store
Location Law (Store Location Law). Japan has agreed to ensure that this new law is

implemented in a consistent, transparent, and fair manner.
: | N

¢ Local governments are responsible for implementing the Stores Location Law. Japanese,
U.S., and other foreign retailers, h}owe'vér, have expressed concemns that small shop owners
will intervene with local authorities to make unreasonable demands on large retailers over
issues related to traffic, parking, nioise and trash removal. To address these concemns, the
Ministry of International Trade and Industry (MITI) is estabhshmo official contact pomts in

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

.o To address concerns that local govemments will not 1mpiement the Store Location Law ina
uniform manner, Japan has committed to an information campaign to ensure maximum
awareness about the new law, and o provide local governments with technical assistance

_with regard to its implementation. o L

-e By increasing the amount of goods that Customs officers are allowed to process during

" overtime work, Japan Customs has effectively reduced the costs of releasing goods imported
into Japan, saving U.S. and other foreign importers millions of dollars a year.

e Over the next year, Japan Customs|will introduce a new Simplified Declaration Procedure

that will move imports into Japan more efficiently through streamlined procedures for duty
payments and reporting requirements. R

Benefits to the U.S.: These reforms will help American retailers achieve additional progress in
gaining access to Japan’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 expected to yield .
substantial savings to American businesses. One U.S. firm, for example, estimates that its
overtime fees will be cut by millions: of dollars a year due to the increased number of pleces
customs officials are allowed to inspect per hour b

-




e Full liberalization of brokerage co

" Background: Japan’s pool of individ

FINANCIAL SERVICES

. Sy - .
ual savings - valued at over $12 trillion - is the largest

outside the United States. But, until recently, Japanese investors had a very limited range of

investment choxces and most of these

™~

funds have been held in low-return assets. 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

~services providers. '

'
i
i

Accomplishments: Japan's “Big Baﬁg” financial liberalization initiative, which builds on and

. extends Japan’s undertakings in the 1995 U.S.-Japan Financial Services Agreement, commits

Japan to a fundamental deregulation o
discussions have sought to ensure that
and that foreign firms share fully in th

measures in this report include: «

greatly increase competition amon

f the financial sector. Bilateral financial services
Big Bang measures were extended and fully implemented,
e new opportunities opening up. Notable deregulation

s

mmissions on stock transactions (October 1999) will
o brokerages, as it has:in other financial markets.

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

“securities subsidiaries of banks) hds-eliminated much of the artificial segmentation of the

financial services industry

‘e The elimination in June 2000 of the requirement to liquidate portfolio holdings when

switching private pension fund -mapagers greatly increases the ability of new entrants to

_compete for existing pension fund

business. Japan will eliminate the corresponding

requirement for public pensions by April 2001, and permit investment advisers to directly

manage public pension funds

- The initiation by the Financial Services Agency of a sy‘stem of response to written inquiries,
including requests for published guidance and no-action Ietters to 1mpr0ve transparency and

predlctablhty in the regulatory process. 3

Benefits to the U.S.: Drawing on their technological and mnovauve strengths, American

financial services providers have alrea

c}iy reaped significant commercml opportunities from the

liberalization of Japanese financial markets. The Japanese mvestment trust (mutual fund) market
has expanded sharply this year, and the number of foreign-aftil iated investment trust companies

has more than doubled in the past two

years This year, for the first time, a Jomtly owned

American-Japanese firm (Nikko Salomon Smith Barney)led the market in new equity issuances.
American firms 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 Japanesé firms. Opportunities for U'S. firms will continue to expand in the future, as Japan's

financial market continues to develop,
range of financial products.

and as the Japanese invest in an increasingly sophisticated
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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, non-transparent, and presents serious
challenges to U.S. firms, including an inadequate product and rate approval svstem and shortages

of skilled staff. : S _

1

* Japan’s oow*rnment -owned and operated postal i msurance system or Kampo, is the largest
insurer in the 'world, with over $1 tri llion in invested assets and more than 82 million policies.
Kampo’s state-owned status makes it exempt from certain areas of government overswht
mspectxon and financial obligations. v :

'
i

Accomplishments: As a result of this year’s Initiative, Japan’s new pledges include:

e Speeding new and innovative insurance products to, the market by shortening standard
product examination periods and reviewing whether the streamlined “notification” system
can be extended to additional commercial and personal insurance lines.

e Examining ways in which Japan’s published insurance product examination regulations can

“be Cla.ﬂfed . Do o

e Providing more information to private firms in writing. -

"« Ensuring a level playing field for all firms by exami:ni‘ngi insurance product applications in
the order they were submitted. o -

e Avoiding product approval bottlenecks through more efficient use of Japan’s regulatory
personnel and technical resources.

e Affirming that the GOJ has no current plans to expand Karnpo into add1t10nal areas of non-

- life insurance, and that the Ministry of Posts and Telecommunications will explain upon
request to foreign insurance provnders and other 1nterested parties any plans to change Kampo
insurance offerings. o

[

Benefits to the U.S.: These new measures build on progress in deregulating the Japanese
insurance market achieved through thé 1994 and 1996 bilateral insurance agreements, and will
further approve U.S. firms’ access to Japan s $331 billion insurance market. By streamlining the
current product approval system and ci anfymg Japanese Government rules and regulations
‘covering insurance, a wider array of new, innovative, and cost-competitive insurance products
will become more readily available to [Japanese consumers. Further, a focus on limiting potential
expansion of Kampo will ensure that the private sector, fully capable of meeting all of the
insurance needs of the Japanese pubhc‘ is not 1napproprlately challenoed by government
intervention in this important market v




[

COMPETITION POLICY

~ Background: A key goal of the Enhanced Initiative i Is to ensure that government ‘deregulation is
" not undone by anti-competitive actions orchestrated bv prlvate -sector players. Preventing
incumbent firms in once heavily regulated sectors from usmg their market power to stifle

. competition is of particular concern. [The same holds for preventing cartels from undermining

~ the health of the economy and excluding foreign competition. Bid rigging en public
procurement projects is especially problematic in Japan. Strong antitrust enforcement is needed
to combat such problems. The upcorlning reorganization of the Japanese Government, however,
threatens to compromise the indepenc!ience of the Japan‘ Fair Trade Commission’s (JETC)

oversight of the posts and telecommu‘mcatlons sectors, as MPT will be placed 1n the same

* ministry as JFTC.

| Accomplishments: Significant new measures to address these problems include:

e The JFTC will actively enforce Japan’s antitrust laws against incumbent firms in partially or
fully deresgulated sectors (such as the telecommunications and energy sectors) that try to use
their dominant market position to lexclude or harm competitors.

e Japan has pledged it will not allow the upcoming govemmént reorganization to affect JFTC

" independence In antitrust enforcer‘nent and competmon policy promotion related to the posts

and telecommunications sectors. C— e . —

¢ The National Police Agency (NPA‘L) and the JFTC will iniit'i_ate a new cooperation mechanism
for investigating bid rigging; the NPA will provide the assistance to local police departments
_necessary to ensure they can vigorously and effectively investigate criminal bid-rigging, or
dango activities. I ‘

e The JFTC will survey the competition effects of financial ties and other relationships

between manufacturers and distributors and take addmonal measures to promote an efficient

and competitive distribution and retail sector. S

‘e The JFTC will strengthen its capabilities to act against cartels by improving the éffectiveness
of its searches, fortifying its ability to obtain evidence stored on- computers, actively seeking
penalties against obstruction of itsinvestigations and aggressively pursuing international

. cartels. : ' R

Benefits to the U.S.: Active competition - safeguarded by vigorous Antimonopoly Law
enforcement and broad-based c7ovemm|ent support for competition principles - will help
remvxgorate Japan's economy and helpl open Japanese markets to American firms. Japan’s.
agreement to ensure an independent JETC committed to actively enforcing the law against
exclusionary practlces in deregulated sectors such as electricity and telecommunications will be a
key factor in ensuring true market accelss for American competitors. Strengthened efforts to root
out cartels and bid rigging consplramesl should also help eliminate private anti- competmve '

bamers hmdermg U.S. e‘<ports of goods and services to Japan



TRANSPARENCY OF THE REGULATORY SYSTEM
|

: .

Background: Despite 1mprovements in recent vears, Japan s regulatory system continues to
lack the transparency and accountability necessary to ensure that all players have the same access
- to public information and the policymaking process. New market entrants and competitors need
~adequate information on Japan’s reoulatory system in order to base their decisions on accurate
assessments of potential costs, risks arrd market opportumne;s ‘This is especially 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-wide policy evaluation system.

L ]

e Last year, Japan introduced a Public Comment Procedure that allows the public to review and
comment on draft regulations. The U.S, however, has ongoing concerns about the

Procedure’s implementation, mcluldmg overly short pomment periods and the fact that public

| . .
comments rarely appear to be reflected in final regulations. As a result, Japan has agreed to

examine the Procedure’s implementation, including the length of comment periods used and

‘reasons why the ministries do not use the Procedure in partxcular cases. The publrc will have
) 'an opportumty to comment on the survey. S

I —
o ey ,
e When Japan enacted its 1999 gove‘mment information disclosure law, it exempted special
public corporatxons (tokoshu hojin) from the information disclosure obligations. However, 2
- special government committee is preparing recommeridations for legislation to reqire these

-corporations to disclose mformatro[n to the public in the same way already mandated for
central government mlmsmes and agencies. ~

i

Benefits to the U.S.: Reforms that increase the transparency of the regulatory process and make
the bureaucracy more accountable help curb onerous discretionary powers of the bureaucracy and
shift power to the public. Such reforrns also help level the playing field for foreign firms,
reducing the special advantages trad1t10nally enjoyed by Japan’s domestic firms. For example,
Japan’s policy assessment system will,|beginning in January 2001, require ministries and
agencies to evaluate the effects of their|policies both before and after implementation and make.

~ their policy evaluations public. ) '




LEGAL SERVICES .

Background: There is not enough legal éxpertise in Japan to support the increased merger and
acquisition and commercial restructuring 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 the ability of Japanese and foreign businesses to obtain the

. fully integrated transnational legal services they need for efficiently effectiffg domestic and
cross-border transactions. - , oo

" Accomplishments: This year, the Government of Japan has recogmzed the need to modemnize

' and hberahze its legal system, and has agreed to take sxomﬁcant first steps to begin that process:

~ e Japan has established a Judicial Reform Council to ?revicwa wide range of steps to make the
legal system more responsive to the needs for increased legal services in Japan.

o The Japanese Federation of Bar Associations (N ichi'benrén) has lifted the ban on business
advertising by Japanese and forelgn lawyers. They are now allowed to advertise their areas
of practice, background and fees through newspapers maga:nnes and on the Internet.

-e Japan has increased the number of successful applicants to the annual Bar Examination by

5" about 1000. While this number répresents‘an incremental change, it falls short of the number
needed to meet Japan’s burgeomrio legal demands. However, the Japanese Governmentis
considering further increases, and the J ud1c1a1 Reforrn Counczl is mve:,ngatmo ways to
address this need. iz » 2

i

pR

. Benefits to the U.S.: Japanese and L;IS businesses are actively contributing to the Japanese -

' Government’s efforts to address the deficiencies in Japan’s Iegai system. Lifting the advertising

" ban will allow U.S. legal professionals to raise their v131b111ty in the Japanese market, and also

: .enable U.S. firms to more easily Eocate needed legal services to effect business development,

. investments, and merger and acqulsmon activity. Increasmg the number of Japanese lawyers
will also help alleviate demands for legal expertise necéssary for U.S. firms to successfully do
business in Japan. :

(End)
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. - US. TO REQUEST WTO CONSULTATIONS WITH MEXICO REGARDING
TELECOMMUNICATIONS TRADE BARRIERS < A

Umted States Trade Representatwe Charlene Barshefsky today announced that thé Umted States.will
request World Trade Organization (WTO) consultatlons w1th Mexmo regarding barriers to competmon
in Mexico's $12 billion telecommunications market.

"These bamers adversely affect U.S. interests and deprive Mexican citizens of the benefits of
competition,” said Ambassador Barshefsky | "We have informally consulted with the Mexican
government on these issues for some time, most recently for two days in Mexico City this week, and
have repeatedly been promised decisive acnon 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 dominant position in the market to thwart competition;
failure to ensure timely, cost-oriented interconnection that would permit competing carriers to connect to
Telmex customers to provide local, long-dlstance and international service; and finally, failure to permit
alternatives to an outmoded system of chargmg U.S. carriers above cost rates for completing
international calls into Mexico. ‘

) l
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"The Mexican government has indicated that it hopes to resolve many of these issues over the next few
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months," said Ambassador Barshefsky. "The WTO process sheuld pr0v1de an effective forum for

. addressing these issucs.” )
| .
. o

Failure to resolve these complaints, which are echoed by many Mexican companies, will put Mexico at
an enormous disadvantage. Already, Mexico has fewer phone lines per capita than almost every other
major Latin America country, and the growth in adding new lines 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
competition also undermine Mexico's ab111ty to attract investment and develop Internet services and
electronic commerce, all of which require a competitive telecomrnumcatlons market.

, SR |
"For the sake of Mexico's long-term econorruc growth,.and the v1brant economic partnership we have
forged over the past decade, we urge Mexico to work with us for a timely resolution of these vital

issues," sald Ambassador Barshefsky

BACKGROUND \ .

USTR is taking action in response to complamts received pursuant to the annual review of
telecommunications trade agreements conducted under section 1377 of the Omnibus Trade and
Competitiveness Act of 1988. In April, USTR announced it would determine. by today whether to take
additional action against Mexico. The United States seeks resolution of concerns regarding
commitments Mexico undertook in the WTO in particular under the: basic telecommumcatxons
. agreement which came into force in February 1998 These Issues lnr:lude R

X e E o i

(1) Disciplines over dominant carrier: Although Mexico's telecommunications market has been open to-

- competition since 1996, during the past three years, Mexico's dominant carrier has actually increased 1ts

.- market share of lonp-dlstance customers from 74 to 81 -percent, and has thwarted competitive carriers’

* attempts to build out alternate local networks Mexico's WTO obllganons requlre it, among other things,
to maintain appropriate measures to prevent a major supplier froni engaging in anti-competitive
practices. To date, the Mexican government has not introduced effective measures to prevent Telmex
from denying competitors phone lines, pr1C1'ng 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 demgned to address the specific problem 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 will be enforced. Lo

2) Interconnection: Mexico's WTO comm1tments require it to ensure timely, cost-oriented
interconnection at any technically feasible point in the network. This obligation is designed to permit
competitors to reach Telmex's customers, which constitute 98 percent of the fixed-line subscribers in
Mexico. Telmex's interconnection rate for connecting long-distance carriers to Telmex customers is
approximately 4.6 cents per minute, which represents the single largest cost for competitive
long-distance carriers. This compares with rates in the United States, Canada and Chile of about half a
cent, and rates in Argentina and Peru of roughly one cent. U.S. -afﬁhated 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 their networks. L

20f3 ' o 9/1/00 11:05 AM
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(3) Charging mechanisms for international calls: Mexico's WTO commitments 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 per minute contrasts with.rates of roughly 6 cents per minute
for calls into Canada and the United ngdom In addition, under Mexican rules, only the dominant
carrier - which has an incentive to keep the rate as high as possiblée - negotiates the international rate.

Real competition in the termination of international calls into Mexico would lead to dramatic reductions
in the cost of U.S.-Mexico calls and would greatly enthance the ability of the 20 million Mexicans and
Mexican-Americans living in the United States to stay in touch with families and friends in Mexico.

|

3

-30 -

9/1/00 11:05 AM



http://www.ustr.gov/releases/2000/07/00-57.html

Lan

OFFICE OF THE U‘JITlED STATES TRADE REPRESENTATIVE
EXECUTIVE OFFICE OF THE PRESIDENT

WASHINGTON, Di.C. :
20508

USTR PRESS RELEASES ARE

AVAILABLE ON THE USTR WEBSITE AT WIWVW.IISTR.GOV.,
i

FOR IMMEDIATE RELEASE
Jury 28, 2000

BEE 00-57

. CONTACT:  BRENDAN DALY

o , AMY STILWELL
TODD GLASS
(202) 395-3230

U.S. TO REQUEST WTO CONSULTATIONS‘WITH MEXICO REGARDING
TELECOMMUNICATIONS TRADE BARRIERS

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

request World Trade Organization (WTO) consultations with Me\:lco regarding barriers to competition in
Mexico’s $12 billion telecommunications ]market : X

“These bamerc: adversely affect U.S. interests and deprive Meéxican cmzens of the benefits of

competition,’

* said Ambassador Barshefsky. “We have informally consulted with the Mexican

government on these issues for some time, | most recently-for two days'in Mexico City this week, and have
repeatedly been promised decisive action. |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 dominant position in the market to thwart competition; failure
to ensure timely, cost-oriented interconnection that would permit competing 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]cmc' U.S. camers above .cost rates for completing
international calls into Mexico.

o

“The Mexican government has indicated that it hopes to resolve many of these issues over the next few
months,” said Ambassador Barshefsky. “The WTO process should provxde an effective forum for

addressing these issues.”

Fa:lure to resolve these complaints, which zire echoed by many Mexican companies, will put Mexico at
an enormous disadvantage. Already, Me‘{xﬂ,o has fewer phone lines per capita than almost every other -
major Latin America country, and the growth in adding new lines 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
competition also undermine Mexico’s abllntv to attract investment and develop Internet services and
electronic commerce, all of which require ajcompetitive telecommunications market.

< “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 t:mely resolution of these vital

issues,

" said Ambassador Barshe fsky.

|

f
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BACKGROUND ;

USTR is taking action in response to complaints received phrauant to the annual review of
telecommunications trade agreements conducted under section 1377 of the Omnibus Trade and
Competxtxveness Actof 1988. In April, USTR announced it would determine by today whether to take

additional action against Mexico. The _thed States seeks resolution of concemns regarding

commitments México undertook in the' WTO, in particular under the basic telecommunications
- agreement, which came into force in February 1998. These issues include:

I

(1) Disciplines over dominant carrier: Allthoucrh Mexico's telecommunications market has been open to
competition since | 1996, during the past three 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 maintain 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, pricing services|at predatory rates, reﬁ.tsmo 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 probleém.of'a carrier abusing its dominant position
in the market. Mexico is now developing such rules, but it is unclear when they wx]l be finalized and

how they will be enforced. g

2) Interconnection: Mexico’s WTO comr\nitments require it to ensure timely, cost-oriented -
interconnection at any technically feasible point in the network. This obligation is designed to permit

competitors to reach Telmex’s customers, which constitiite 98 percent of the fixed-line subscribers in

Mexico. Telmex’s interconnection rate for connecting long-distance carriers to Telmex customers is

* approximately 4.6 cents per minute, which represents the single largest cost for competitive long-distance
,camers Thxs c:ompares with rates in the Umted States, Canada and Chile of about haif a cent, and rates

mterconnectlon to provnde local service and face ann-compe:txtwe rates for the transport of calls to
regions where they have not yet built out their networks. - 1 : :

(3) Charging mechanisms for international calls: Mexico’s WTO commitments prov:de for a broad range
of options for terminating international calls into Mexico. Neyvertheless, 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|per 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 thé rate as high as possible  negotiates the international rate.
Real competition in the termination of interational 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 thh families and frxends in Mexico.
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