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USTR ANNOUNCES ALLOCATION OF THE RAW CANE

i
SUGAR TARIFF-RATE QUOTA FOR 1999-2000

" United States Trade Representative Charlene Barshefsky today announced the country-by country allocatlons of
1,135,000 metric tons (1,251,123 short tons) of the raw cane sugar tariff rate quota for Fiscal Year 2000. These
allocatxons are based on the countries' historical tade to the United States. ,

The 1,135,000 metric tons for raw cane sugar are|being allocated to the following countries in metric tons, raw
value: C ' :

Country FY2000 Allocation o » 4

Argentina 45,283 ‘ A ,‘ \ ,
Australia 87,408 .i |

. Barbados 7,372 : o . C ' ‘

Belize 1 ],584‘;
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Bolivia 8,425
Brazil 152,700
_Colombia 25?2751
Congo 7,258: ,

Cote d‘Ivoire'?,fZSS
Costa Rica 15,797

Dominican Republic 185,346

Ay

Ecuador 1 1,584§ A
El Salvador 2:7,:3;81
Fiji 9478 |
Gabon 7,258 |
Guatemala 50,549
Guyana 12,6'374:
Haiti 7258
Honduras 10,531

India 8,425

Jamaica 11,584
Ma&agascér 7,258
Malawi 10,5312;
Mauritius 12‘,‘6.?7
Mexico 25,0b0 ‘
Mozambique 13,690
Nicaragua 22&1&5
Panama 30,540

Papua New Guinea 7,258
Paraguay ?,258;

Peru 43,177
Philippines Zi42£169
South Africa 24:,221 ,
St. Kitts & Nevis 7,258
Swazila.nd 16,850
Taiwan 12,637

T
et
I
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. Thailand 14,743

Trinidad-Tobago 7,372

Uruguay 7,258 .

Zimbabwe 12,637

.
I
o

Total 1,135,000

This allocatron mcludes the following minimum-q
‘Madagascar Papua New Guinea, Paraguay, St. Kitts & Nevis, and Uruguay.

t
'
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uota countries: Congo, CotedIvorre Gabon, Haiti,

Y

Under the NAFTA the United States is to provrde total access for raw and reﬁned sugar from Mexrco 0f 25,000
metric tons, raw value for this quota period in conjunction with Mexico's net surplus producer status. The 25 ,000
metric tons, raw value, of raw cane sugar allocated to Mexico pursuant to the NAFTA are subject to the
condition that the total imports of raw and refined|sugar from Mexico, combined, are not to exceed 25,000 metric
tons raw value. The allocations of the raw sugar tariff-rate quota to countries that are net importers of sugar are
conditioned on receipt of the appropriate veriﬁcati‘ons. Conversion factor: 1 metric ton = 1.10231125 short tons.

Umted States Trade Representatrve Charlene Barshefsky announced the country allocatrons for the refined sugar

and sugar-contammg products tariff-rate quotas on October 1, 1999 (USTR Press Release 99-82) and published
n the Federal Register on October 7,.1999 (Federal Register

-notice of the country allocations for those quotas i
Volume 61,;Number 1941,-page 54719). =

30f3 .
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ACCELERAT ED TARIFF LIBERALIZATION IN FOREST. PRODUCTS SECTOR
? f' EXPECTED TO HAVE SMALL ENVIRONMLNTAL EFFECTS r

|
!
| .
: . |
i ‘
i

.
i
. t

The Office of the United States Trade Representative (USTR) and the Couricil on Environmental Quality
(CEQ) today released a joint report on the accelerated tariff liberalization initiative (ATL) in the forest
products sector. The report concludes that ATL will have no environmental impact in the United States.
Globally, the ATL's environmental 1mpacts are likely to be mixed and small This was based on an
interagency assessment of the incremental economic and environmental: lmpacts resulting from forest
product tariff reductions as proposed in the ATL.

L | L
"This thorough review has not found mgmlﬁcant environmental risks associated with tariff reduction in
forest products,” said George Frampton, Acting Chair of the Council on Environmental Quality. "Our
experience in conducting this review underscores the utility of open and informed dialogue about the
potential environmental impacts of trade agreements and will serve us well as the Adm1mstrat10n
prepares to assess additional envxronmental issues associated with the new WTO round."
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commitment to environmentally sustainable economic growth." said United States Trade Representative

Charlene Barshefsky. "I am pleased that this study concluded that tariff liberalization in this sensitive
sector will not harm our country's forests and will have little effect on forests worldwide.”

. "This analysis demonstrates that further opemng trade in the forest products sector is consistent with our

The study focuses on the potential effects of the ATL initiative on the Umtc'-:d States but also addresses

the global potentlal implications. Among the study s key findings are:
j o ‘ |

1

!

1

« *For the United States, the ATL's env1ronmental 1mpacts on U.S. forests are expected to be
indistinguishable compared to what would be the case in the absence of the ATL;

« For the United States, the composmon of international trade and domestlc production will be
marginally affected and reinforce the trend toward greater domestic output of processed products;

o *The env1r0nmentct1 effects of the ATL are likely to be mixed and snilall

. 'Globally, by 2010, compared to the basehne the ATL is projected to increase aggregate world
trade in forest proclucts by a maximum of 2 percent, timber harvest by 0.5 percent, and aggregate
world production and consumption of fprest products by less than 1 percent; and

o *The cdmposition of world trade will change with the greatest increases in value-added*
- manufactures and declines in trade in raw materials and semi-processed products.

: . L |
O ' o ~ -
;

Background - R R

o

The initiative' for Accele; rated Tariff L1bera11zat10n (ATL), began in APEC (A51a Pacific Economlc
Cooperatlon forum) in 1997 as a way of takmg steps toward the stated APEC goal of free and open trade
in the region by 2010 for developed countnes and 2020 for developing countrles

i

. , - !
In November 1997, APEC Trade Ministers selécted forest products, along :\Vith seven other sectors for
further work to achieve early comprehensive liberalization. The other seven sectors are: chemicals,
energy and energy-related goods, environmental goods, fish and fish products gems and jewelry,
medical anid scientific equipment and toys. The eight sectors represent a balanced package and reflect the
interests of both developed and developing countries.

i

In November 1998, APEC Trade Mlmsters agreed to transfer to the World Trade Organization (WTQO)
the negotiation of tariff liberalization in the eight sectors and to work there to achieve the critical mass
necessary to:conclude the agreements. Conclusion of an agreement on the ATL initiative by the Seattle
Ministerial is a priority for the Umted States | . ' |

o . S |

. After the announcement of the proposed initiative for the ATL in forest products among member
countries of the WTO, many environmental organizations expressed concern that these forest product
tariff reductions would lead to increased tlmber harvest and as a result, potentlal environmental

E
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Council on Environmental Quality led an inter-agency team of experts to analyze the economic and
environmental effects of the initiative. Input from the public regarding the analysis and associated
concerns were obtamed through a request m the Federal Register on June 25 1999. :

l {
The report assesses the incremental economic.and envxronmental impacts ]1kely to result from changes
in the timing and scope of forest product tariff reductions as proposed in the ATL. The report's analysis
of environmental effects focuses on possible changes in timber harvest, in both the United States and
worldwide, and rests directly on an analysis of the economic (trade, productron and consumption)
effects of the initiative. The environmental analysis is not a review of baseline trends in world forest area
or condition; the analysis also does not attempt to determine, in detail, those levels, patterns, and
methods of timber harvest that are "sustainable". It is an examination of: (1) the dlrectlon and magmtude
of change in timber harvest that can be attnbuted to the ATL; and @) the locatlon of this change in
harvest. iy : :

. degradation. In response, the Office of the Umted States Trade Representatrve and the White House

o1
i . 1

o
=
I
K . ! 1

- f
This analysis of the ATL is based on four sources of information: (1) srmulatron results usmg
large-scale, forest products sector and trade models, (2) literature describing analyses of the general
effects of tanffs and tariff reductions on trade; (3) literature that specifically addresses the role of tariffs
and tariff ¢changes in forest products trade; and (4) areview and assessment of all comments submltted in
response to the request published in the Federal Register. . 4

P . l ' . ; : I

Further, while the Administration has taken: ‘action with this review to assess the potential environmental
impacts of trade in forest products, its international environmeént.agenda also includes significant -
investments in forest conservation and management programs:For example; the U.S. Agency for
International Development provides more than $50 million-annually.on tropical forest and biodiversity
. conservation programs. The United States is also the largest:donor to the Global Environment Facility
..« (GEF), a multilateral program that 1ncludes maj or forest ‘conservation: mvestments in developmg

© . Z%countries. Co IR
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Fact Sheet on Accelerated Tariff Liberalization

C s
AR
1
i

What is Accelerated Tariff Liberalizatiou (ATL)"
n 1
. ATL began in APEC (the Asia Pamﬁc Economlc Cooperauon forum) in 1997 as a way of taking
steps toward the stated APEC goal of free and open trade in the regron by 2010 for developed
countries and by 2020 for developing countries. :

¥
i
!
H
'
|

. In November 1997, APEC Trade Mmlsters selected forest products, along with seven other
sectors, for early comprehensrve liberalization, including trade liberalization, trade facilitation,
' and economic and technical cooperation (techmcal assistance). The other seven sectors are:
‘chemicals, energy and energy related' goods and services, environmental goods and services, fish
and ﬁsh products gems and Jewelry, medlcal and scientific equipment, and toys.
i |

l}l

] . i
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- The forest products sector includes wood chemlcals wood, rattan, pulp, paper, prmted materlals wood
furniture and prefab housing. ’ : ,

3 i «
: . g' R , 1’[

e In November 1998, APEC Trade Ministers agreed to move the tariff elements of the eight sectors
to the WTO and to work there to achleve the critical mass necessary to conclude the agreements.
The WTO initiative is known as Accelerated Tariff Liberalization (ATL). An agreement in ATL
will result in the elimination or harmonization of tariffs in the eight sectors among a critical mass
of countries. Other elements of the sectoral liberalization work program - including non-tariff
measures, trade facilitation, and economic and technical cooperation * remain in APEC.

Economic Benefits of Accelerated Tariff Liberalization : |
Be ; !

o

o The eight ATL sectors represent a balanced package and reflect the interests of both developed
and developing countries. Trade liberalization in the eight sectors will create jobs, increase
productivity and competitiveness, build a manufacturing base, provide more export opportunities,
attract investment, and improve the standard of living. Increased efficiencies in manufacturmg
processes and rising incomes resulting from the ATL should have poismve effects on the

environment. l

« For forest products in partlcular the ellmmatron of tariffs will have several benefits. lt can be
expected to help !
|

. - decrease the.cost of: housmg, makmg decent ‘housing avallable to more people around the world. .

Decreased construction costs are: ;particularly.important because the construction sector-is a major dnver

of econom1c development in most countrles, 1ncludmg the United States. R S

A A . Ll i ' C 3 . i
L |
' i

- decrease the prlce of furmture and 1mprove the selectlon for consumers. | -

i

- decrease the cost of both raw mateérial inputs and packaging materials, wllich will lower production
costs across virtually the entire spectrum of manufactured products, while i improving the overall quality

of paperboard and paperboard boxes. j : | !

- improve access to higher quality and lower cost publishing and printed materials, stlmulatmg
' commerc1al activities and providing cultural and educational beneﬁts

Co | : ! : )
- eliminate tariff escalation in the sector with'lthe greatest impact on value-added wood products. Tariffs
on logs are already zero in most countries. In the United States, the ATL w1ll decrease the export of U.S.
logs and change the composition of U.S. production to more value-added wood products, wh1ch is good
for the envrronment and good for U. S busmess :

. U.S. tariffs on forest products , o |

o The United States already has zero tariffs on many forest products, ifncluding logs, lumber, pulp,
f l ‘ ! ) t .

40of 15 o . : ! © 9/1/00 9:38 AM
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newsprint, wallpaper, books, and fumlture -- and, under a Uruguay Round agreement, is in the
. process of phasing out its remaining’ paper and pr1nted materials tariffs by 2004. L

o U.S. tariffs on wood are bound at an average 1.8%. However, the applled rate on most wood
imports is already free under various regional agreements and the Generalized System of
Preferences (GSP). For example, over 70% of U.S. imports of wood products or1g1nate 1n Canada
and enter duty-free under the North American Free Trade Agreemént.

Congression‘dl interest in forest products trl‘ade liberalization i ' L
. . B . . ; .

« Trade 11berahzatlon in the forest products sector has been a longstandlng Congress1ona1 priority.
The Uruguay Rourd resulted in agreements between the United States and its major trading
partners to eliminate tariffs on pulp, paper, pr1nted materials, and furniture. Wood tariffs were also
substantially reduced, but the Uruguay Round initiative to eliminate wood tariffs among major
trading partners failed. As a result, in the legislation implementing the Uruguay Round, Congress
cited forest products as one of the sectors in which complete tariff elimination was still a2 priority

and gave the President residual negotiating authority to accomplish this objective.
. , . | | . S
o | | .
Accelerated Tariff Liberalization in the Forest Products Sector:

‘ . AStudy of the Economic' and E‘{l,l,vironrt'néﬁ_zpii;;Effects’ 3

. ! . !
‘

I ~+. Executive Summary and Key Fmdmgs '- .

INTRODUCTION
I

J
'
1
|

! i
This study-assesses the incremental economic and environmental 1mpacts resultlng from changes in the
timing and scope of forest product tariff reductions as proposed in the Accelerated Tariff Liberalization
initiative (ATL) in forest products among member countries of the World Trade Organization (WTO).
The study's analysis of environmental effects focuses on possible changes in timber harvest, in both the
United States and worldwide, and rests dlrectly on an analysis of the economlc (trade, productlon and
consumption) effects of the initiative. ;
5 : |‘

' [
After the announcement of the proposed ATL initiative, many environmenltal organizations expressed
concern that these forest product tariff reductions would lead to increased timber harvest and, as a result,
potential environmental degradation. In response, the Office of the United States Trade Representatlve
and the White House Council on Environmental Quality committed to analyze the economic and

env1ronmental effects of the initiative and requested comments from the pub11c )

’ i
. '
. -
)
)
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The environmental analysis is not a review of baseline trends in world forest area or condition; the
analysis also does not atte mpt to determine, in detail, those levels, patterns, and methods of timber
harvest that are "sustainable.” Instead, it is an examination of (1) the direction and magnitude of change
in timber harvest that can be attrlbuted to the ATL; ‘and (2) the location of thls change in harvest.

Forest Context ' : . | , o

L
¢

Forests worldwide are significantly influenced by factors that exist both within the forest sector and in
the broader economic, social and environmental context. Domestic market and policy initiatives (within
and outside the forestry sector) are major causes of deforestation in most countries, although the effect of
domestic policies may be exacerbated by interaction with international markets. Major causes:of
deforestation and forest degradation also include agricultural subsidies, large scale industrial '
development projects, corruption, population pressures, lack of secure land tenure arrangements
fuelwood demand, domestic wood harvest and consumption, and the absence of an economic
environment supportive of sustainable forest management. International trade in forest products is not a
major factor affecting global forest conditions and management, theugh the effects can be Iocally or
nationally significant in some exporting countries.

i

|
i

Nevertheless, the relationship of international. trade inforest products to sustainable forest management
is generally receiving greater attention. Trade:initiatives like the' ATL have heightened this attention in
the United States. The relationship between international trade and: local/natronal forest conditions will ~ +
also be influenced by national pelicies and national capacity related to the production of wood products  : 1.
in exporting and importing countries. Key among these are the 1mplementat10n and enforcement of
ey sound regulatlons for wood:-harvesting and processmg i ! : s
. ' : o

Description and History of the ATL = ' |
, : !

“The United States sought elimination of all tariffs in the forest products sector during the Uruguay
Round of trade negotiations that concluded in 1993. The round resulted in a "zero for zero" (reciprocal
tariff elimination) agreement which included the United States, Canada, leand Austria, Singapore,
Hong Kong, Japan, the European Union, Korea and New Zealand for paper products (chapters 47, 48
and 49 of the global "Harmonized Systern of tariff classification) by 2004, and an agreement between
major producing countries to eliminate tariffs on all furniture (not just wood) by 1999. At the same time,
there was an'agreement to reduce, over five years, tariffs on wood products. In the United States, such
reductions amounted to just over a one-third cut in average tariff levels from an average tariff level of
3.1 percent to an average tariff level of 1.8 percent i
!,
The forest products ATL. is one component of an eight-sector initiative that began as an effort of the
‘ Asia Pacific. Economic Cooperation (APEC) forum. The set of sectoral trade liberalization initiatives
was designed as a balanced package with elements of interest to both developed and developing
. countries. Further liberalization of trade in these sectors is expected to yield a broad set of economic,
social and env1r0nmental benefits to the United States and other countries.

6of 15 . ’ . 9/1/009:38AM
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The ATL initiative includes further reductions and acceleration in the timing of reductions of tariffs
agreed to as part of the Uruguay Round. Because of the implementation schedule of the Uruguay Round
zero-for-zero agreement on pulp, paper and printed materials, different disciplines have been proposed
for these commodities than for the other products covered by the proposal. The proposal 1s: ‘

¢
i

. . i .

vl . . t

i

_ e sFor wood chemlcals wood, rattan, wood furniture and prefab housmg, developed countnes
would eliminate tariffs by January 1 2002. The proposal suggests that developing countries
should strive to mest the same targets but accepts that in special circumstances and on a
case-by-case basis, elimination could be delayed until January 1, 2004.

« *For pulp, paper and printed products, existing parties to the Uruguay’ Round zero-for-zero
agreement would accelerate tariff removal to January 1, 2000. Others would attempt to remove
‘tariffs by the same date, but developing countries could delay tariff rémoval until January 1, 2002
ona case-by-case b-a51s “for a limited number of specific products.

i

Methodology D | |

‘ . The analysxs begms w1th an: exammatlen of the mmatxve s effects on trade in forest products The ATLs
trade effects are'examined in'the:broader context of forest products markets, both domestic:and = < . »
international. This broader. context: provides a basis for judging the initiative's effects:on total productlon
and consumption:- and through this; the initiative's.effects on timber harvest Timber-hatvest is used as.a
broad-scale summary indicator ‘of the:environmental changes that may be tnggered by the:ATL.: Thl“ :
"coarse filter" -approach i3 intended to reveal the possible existence and approximate magnltude of:. .
, env1ronmental consequences.. . - : . ! ‘ :

3 , . : L .[
This analysis of the ATL is based on four sources of information: (1) simulation results using
. large-scale, forest products sector and trade models (see Appendix V); (2) hterature describing analyses
of the general effects of tariffs and tariff reductions on trade (see Appendix IIT); (3) literature that
specifically addresses the role of tariffs and tariff changes in forest products trade (with specific
reference to estimates of the effects of the Uruguay Round) (see Appendix III); and (4) a review and
assessment of public comments on the initiative (see Appendix VI). All four sources provide support for
the estimate reached in this analysis of the type and magnitude of effects that the ATL is likely to have.
Further support for these conclusions is provided by an independent analysis of the effects of the :
‘' initiative.(2) Due to certain characteristics of the modeling simulations, throughout the analy51s
“estimates of economlc impacts reflect the max1mum likely effects. :| l

. FINDINGS' S

Effects in the United States

7of 15 o * N - ‘ | . 9/1/00 9:38 AM
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The ATL initiative will likely have no distinguishable impacts on aggregate U.S. timber harvests
compared to distinguishable from what would be the case in the absence of the ATL. The initiative is
likely, however, to modify the composition of products manufactured from ‘the harvested timber. The

* primary impact ‘of the ATL will be on the composition, rather than aggregate absolute levels, of U.S.
forest products consumption and trade. U.S. consumption of most forest products is projected to change
by less than 1 percent; consumption of wood-based panels may increase and consumption of sawnwood
and paper and paperboard may decline relative to the baseline by the 2010. The total volume of U.S.
international trade in forest products will likely not change significantly as a result of the ATL,
compared to the baseline. With respect to composition of trade mod1ﬁcat10ns, U.S. exports of some
paper and board products, sawnwood and some panel products are likely to increase as a result of the

" ATL initiative; U.S. exports of logs and wood chips are projected to decline. U.S. imports of

wood-based panels especially veneer-based panels, are ‘

I
|

[
Py

projected to iocrease, cormpared to the baseline. U.S. imports of other wood products can be expected to
decline relative to the baseline. i
‘ : S |
Global Effects '
= 1By 2010, compared to the baseline, the ATL is projected to increase aggregate world trade: in forest ‘
sproducts by a:maximum of 2 percent, timber harvest by. 0.5 percent;:and-aggregate world production and

.siiconsumption 'of forest products by less than 1 percent.: The economic model simulations' characteristic of
reﬂectmg the: maxmlum likely effects is partlcularly pronounced with respeot to developing countries. .

As in the United States, at the worldwide level the ATL will likely lead to greater changes in the

~ composition and patterns of trade than in the aggregate volume of trade in forest products. The greatest
increases in trade (as much as 6 percent by volume) will occur in value-added manufactures (such as

- panels, other manufactures and furniture) and paper; trade in raw materials and some semi-processed
products is projected to decline, with trade in logs likely to declme by 5 percent by volume, compared to
the basehne '

1

 The ATL will affect geographic patterns of trade. Developed countries are likely to import more
- wood-based. panels and other solid wood manufactures while developing countnes are hkely to import
more paper and paperboard products.

i

The ATL is likely to cause incremental increases in timber harvests in SorgIle countries, including
" Australia, Chile, China, Finland, Indonesia, Malaysia, New Zealand and Sweden. For example, for
Malaysia and Indonesia, these increases will be in the range of 2.6 and 4.4 percent, respectively, by
2010, compared to the baseline. Increases for Sweden and Finland will be,in the range of 7.6 and 11
. percent, respectively. The ATL is also projected to'lead to reductions in timber harvesting in,some
countrles Decreases in Mexico and Russia will be in the range of 2.1 and 4.1 percent, respectlvely

'
i
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. The ATL's effect on timber harvest appears hkely to reinforce existing trends tcward timber harvest

based on plantatlons and intensive management of secondary forests. On balancc it appears hkely that
decreases in timber harvesting will be concentrated in primary (natural) forests and that increases will be

) concentrated in secondary forests and plantations. This expectation is based on current resource
conditions and patterns of harvest in countries where timber harvesting is likely to increase. It is also
consistent with the raw material requirements of products whose trade and producnon is projected to
increase. : ,

o,

'
i
1

1
I
: : . |
Global Environmental Implications |

Changes in timber harvest are used as the indicator of environmental impact projected to be caused by
the ATL. As a.consequence of the ATL, global timber harvest is projected to be a maximum of 0.5
percent greater than baseline in 2010. This expected change in-world timber harvest is the net effect of
both increases.and decreases as large as 11 percent in individual countries. Projected increases in timber
harvesting will be concentrated for the most part in countries that are current]y major producers and
exporters of forest products (except the United States, as noted above).

[

: ;. : . | :

Increased harvest in managed secondary forests and plantations is projected to account for more than

half the net increase in timber harvests: Increased reliance on-such sources may lead to expansion of the:-"
area devoted to intensive management practices: TFhis can result in the expansion of forest areaor + ..
restoration of vegetation on degraded: land. Plantations and intensive forest management are also . iz
recognized as reducing pressure to disturb. naturat forests. However, conversion of natural foreststo ¢+
plantations may have negative: :environmental consequences due to loss of biological diversity and-
habitat for native species. Inaddition, plantation: management 1nclud1ng pesticide and femhzer use, B ou
could lead to water and habltat impacts. . - . ) S ST e

i
§

0l

b : o

.The ATL is likely to result in positive environmental changes by reducing timber harvest in some
countries. The ATL may also lead to positive environmental changes if it stimulates increases in
manufacturing efficiency in export-oriented developing countries. In addition, the overall ATL initiative
(of which forest products is but one of eight sectors) may contribute to increasing income and rising_
standards of living in devclopmg countries. Increases in income contribute to decreases in consumptlon

of fuelwood(3) and increases in consumption of other wood products -- as well as greater interest in the
ecological functlons of forests.

There is uncertainty associated with estimates of the effects of the ATL on forest trade. Important
sources of this uncertainty are the difficulty in determining baseline conditions against which the effects -
of the ATL must be judged, and volatility in key determinants of these baseline conditions (such as
timber supplies and forest pohcles rates of economic growth, exchange rates, and developments in other
sectors). In addition, the analysis also does not explicitly account for the effects of provisions of existing
regional trade agreements (RTAs), and RTAs currently under negotiation, many of which liberalize trade
in forests products This may lead to an overestimation of the ATL's effects. The analysis also 'does not
take into account the fact that some trade in forest products already faces reduced tariffs as a

. consequence of programs such as the Generalized System of Preferences, further contributing to the
overestimation of the ATL's effects. The greatest uncertainty is associated with estimates of the
initiative's effects on the production and trade patterns of individual countnes However, there'is
sufficient information to conclude that the incremental effects of the ATL are likely to be small at the

90f 15 ' : " i " 9/1/009:38 AM
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. world scale; and small as compared to the effect of changes in factors that determine baseline conditions.
o . g

i

i

Conclusions \

The study concludes that the ATL will have no distinguishable impacts on aggregate U.S. timber harvest
compared to what would be the case in the absence of the ATL. At a global level, compared to the
baseline, the maximum projected effects of the ATL by the year 2010 are to increase aggregate world
trade in forest products by 2 percent, timber harvest by 0.5 percent, and aggregate world production and

, consumption of forest products by less than 1 percent. It should also lead to greater changes in the
composition and patterns of trade than in the aggregate volume.

The ATL is unlikely to alier the proportion of the world's timber harvest that comes from developing
countries (including tropical) as.compared to developed countries. Developed countries are likely to
. account for atleast two-thirds of increases in timber production resulting from the ATL: De\ eloped =

~ . countrles also w1ll accour : For the majorlty of expected decreases in productlon\ IR

'The ﬁndlngs of thlS stud ¥ do not suggest the need for a separate U.S. domestlc env1ronmen‘ral pohc i
respofise to: the ATL.:However, the study does provide two valuable insights: the importance of (1)
further improvement in baseline data in order to expand the usefulness of future analyses and thereby fo
extend the understanding of the relationship between international trade in forest products and L
sustainable forest management; and (2) bilateral, regional and multilateral cooperation, mcludlng
continued technical assistance to help countnes develop env1ronmentally sound national forest
management pohcles and practices. l
i
S
!
i
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CONCLUSIONS (taken from the text of the study, pp. 15-1 7)

This study's analysrs reflects the maximum likely effects of the ATL tarrff ltberahzatton initiative. Its
central findings include that the ATL initiative will likely: " 5

- have mixed impacts on the volume of U. S trade across various forest product categorres The new
composition of traded forest products should create additional U S economrc opportumtres at the

" sub-sector and firm level

2010;

v n‘-nlarglnally accelerate the baseline trend away from natural forcst° toward

; ...A.,_Envrronmental Consrderatlons v ng

- marginally remforce the trend in the United States toward export of value -added, processed products
and away from export of unprocessed products such as logs and wood ChlpS

- have no drstmgurshable impacts on aggregate U.S. timber harvest compared to what would be the case
in the absence of the' ATL;

- lead to an. mcrease in world trade in forest products by a maximum of 2 percent in 2010 and in world
productlon and consumption of forest products by less than 1 percent over the same time frame;

- lead to an increase in global timber harvest of not more than O 5 percent over baseline predictions for

1

- lead to greater changes in the composrtron and patterns of trade than in the aggregate volume of trade in
forest products at the worldwide level;

i

rve‘sting‘:of‘secondary. .
managed forests and plantation forests; and, R SRR '

mt: . . k L |
!1 ’ ’ 1

Envrronmental effects of the ATL are likely to be rmxed (both positive and negattve) and small

For the Umted States, the ATL's environinental 1mpacts on U.S. forests are, expected to be
indistinguishable compared to what would be the case in the absence of the ATL. U.S. exports of some
paper and board products are likely to increase as a result of the initiative; UsS. exports of logs and wood
chips are likely to decline. Taken together with no distinguishable aggregate change in levels of harvest,
this result implies margrrtally greater domestic processmg and fewer exports of unprocessed raw
material. S : , . ]

On a global scale, the initiative will likely increase annual timber harvesting by not more than 0.5
percent in 2010, compared to the baseline. This expected change in timber harvesting is the net effect of

- projected increases of as much as 9 percent in some countries and decreases of more than 11 percent in

11 of 15

other countries. These general conclusions are accompanied by uncertainty regarding specific changes in
production, consumption, and trade that can be reasonably attributed to implementation of the ATL. On
balance, it appears likely that decreases in timber harvesting (relative to the baseline projections) will be
concentrated in primary (natural) forests and that increases in timber harvest (relative to the baselme
proj ectlon) will be concentrated in secondary forests and plantations. '

Increased timber harvest in countries that rely largely or exclusively on plantatrons may lead to
expansion of the area of plantations, or the use of more intensive management practices. From a
biodiversity conservatlort perspective, the shift over time from harvest of primary forest to plantation
forest may be a positive environmental consequence. The net envrronmental consequences of these

9/1/00 9:38 AM
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land and watershed protection. However, increases in plantation forestry may also increase pesticide and
fertilizer use, and may also lead to water and habitat 1mpacts , .
L B . )

“At the country specific level, the ATL is hkely to increase tlmber harvests i 1n some developing and
developed countries, while reducmg timber harvests in others: The environmental consequences of
increased timber harvest (such as habitat and: biodiversity loss) may be a concern, especially in countries
with poorly-developed forest protection regimes; however, increased harvest in managed, secondary
forests and plantations is likely to account for more than half of any net increase in timber harvests due
to the ATL. For developing countries, such concerns should also be placed in the context that on average
only five percent of timber harvest (lncludmg fuelwood) in developing countries enters international
trade. o 4 , , ,|

. trends are uncertam For example, reforestatlon for plantatlon use may resu]t in restoration of degraded

Positive emflronmental changes may also beia result of the ATL; these include increases in
manufacun‘mg efficiency in export-oriented developlng countries and reductions in timber harvests in
some countriés. To the extent that the multi-sector ATL contributes to increasing income, fuelwood
consumption may decline in some developing countries. Fuelwood currently accounts for more than half
of world t1mber harvest and more than 80 percent of timber harvest in developmg countries.

s BT
i

i
i

| | : :
Pohcy Impllcatlons ; , ,
The findings of this study do not suggest’ the need for a separ&te U.S. domestic env1ronmental policy
response to the ATL. The study does; however, provide at least.two valuable insights which could« - B
inform future work relating to: potentlal 1rnpacts :outside the United States: the importance of (1) further-: EA
improvement in baseline data in order to expand the:usefulness of: future analyses and thereby extend the BTk
understanding of the relationship between:international trade in'forest products and sustainable forest .- FIR
management; and (2) bilateral;iregional, and multilateral cooperation, including continued technical wo
assistance to help countries develop env1ronmentaﬂy sound national forest management policies and- Tl
practices. The study's findings should be fully integrated into: the policy deliberations of U.S. - 2
government agencies with jurisdiction over matters of natural resources, env1r0nment trade commerce,
development assistance, and foreign affalrs :

The analytic and methodological experlence gained from the production of this study will also inform
U.S. pohcyrnaklng At the domestic level, it is instructive for the ongoing consideration of the potential
environmental impacts of trade agreements and the methodological issues connected with that effort. At
the international level, it may be a useful p(nnt of reference for other governments as they consider

. optlons for sirnilar such analyses in their own countries. Finally, this study, and the U.S. experience with
its production, will be shared with the range of relevant international and intergovernmental institutions
that are or may in the future play arole in The c0n51derat10n of the environmental impacts of trade
liberalization. : -

’ L | ]
! } : !
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MYTHS AND FACTS ABOUT ECONOMIC AND ENVIRONMENTAL EFFECTS OF
o ACCELERATED TARIFF LIBERALIZATION

IN THE FOREST PRODUCTS SECTOR‘!

. ' ; ' . u[ .
Myth - The ATL will lead to significant deforestation in the United States and globally.

§
vl
:i

Fact: - The ATL will have no lmpact on overall levels of U.S. timber harvests compared ‘to baseline
' prolectlons for the period between now and 2010 ' ' ! '
e UgEl e e e i : I is o oo
:Globally, the: ATL is: llkely to increase: aggregate timber harvest by a.maximum of 0: 5 percen i *y
~compared ito current baséline prolectlons for 2010. Among individual countries, Sweden:and. lecnd
+are likely to.have the: largest growthiin‘expected timber harvest, 7. 6 percent and:11 percent: respectrvely ;
rMexico and: Ru551a are.likely to-have relatively greater decreases in timber harvest, 2:1 and:4.1. percent, :
g \:respectlvely ‘On-balance; it. appears likely|that decreases in timber harvesting-will be concentrated:in:
‘primary (natural) forests and that increases w1ll be concentrated in secondary forests and plantatrons

I l -

"o . - B - : C
v s : | .
Indeed, fuelwood continues to account for more than half of World timber harvests and more than 80
percent of timber harvests in some developrng countries. Increases in income and standards of living

contribute to decreases in consumption of fuelwood. .

i
)
|
1
i
I

Myth - 7. he}A TL will force the U.S. to eliminate its ban on ldg exports. ‘

:
i : )
! . i i

Fact: - The ATL only deals with tariffs and will not result ina change to U.S. log export rules.
Moreover, ‘as a result of the ATL exports of U.S. logs are projected to declrne

i
i

| ‘ Myth - 7, he ATL is likely to lead to increases in world consumption of forest products by as much as 3-4
percent. | ! .
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Fact: - The ATL will increase global con
compared to baseline projections for the

Note: The source of the larger number of 3-

| o
http://www.ustr.gov/releases/1999/11/99-91 .html'

sumption of forest products by less than 1 percent

period between now and 2010
. 1

(.
L

: . i : : ,;[ . i
4 percent was a widely-quoted speech by a private consultant

and that estimate was not made with reference to the forest products ATL. Instead, it was made as part of
a discussion of the potential implications of the 1997 Asian economic downturn and the potential

evolution of the world's economic future in

since clarified the misunderstanding in com

by USTR and CEQ.

I B
Myth -
sustaznable use of its forests

:S. domestlc laws and programs

' The "ATL only proposes the reductlon and e11m1natlon of tarlffs on: for

lan essentially free trade environment. The consultant has
ments filed in response to the request for public input made

|
|
l
|
|
)
!

v
!
'

The ATL will prevent the Unzted States ﬁom zmplementzng its natzonal polzczes to ensure the

|
C
;

L

for the sustamabne use: of lts forw‘s‘fs will be unaffected by
est products Those

Non-tariff trade barrlers related to forests may ‘at some point be placed-on the negotiating agenda of the

WTO and are being studizd in APEC. How|

ever, no decisions have yet been made, and the United States

is committed to a process of active consultatlons with all interested stakeholders that will ensure that any

U.S. negotiating objectives would not call i
or abroad g

Myth: - The ATL 'will lead to accelerated t
threaten indigenous U.S. forests.

Fact: - The extensnve system of U.S. sanit

nto questlon leg1t1mate forest management policies at home

ransmission of foreign diseases and exotic pests that will

l

ary and phytosamtary protect'lons will be unaffected by

the ATL as the ATL focuses on tariff liberalization. In addition, both globally and specifically in the

U.S., the ATL will change the composition

of international trade. In both 1nstances international trade of

logs and seml-processed products (the most likely form in which transmission of dlseases and pests will
occur) is projected to decline as a result of the ATL.
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. ‘Myth: - Avozdzng Sfurther trade liberalization in the forest products sector is in the best interest of
maintaining forests around the world.

i
i

}

Fact: - While we need to continue to improve our understanding of the 'relatmnshlp between
international trade and local/national forest condltmns, the effects of international trade i in forest
products on forest conditions and management is relatively small globally

Factors other than international trade Wthh significantly influence forests worldwide lie both within and
outside the forest sector. Domestic market and policy initiatives are major causes of deforestation in
most countries, though the effects of domestlc policies can be exacerbated by interaction with
international markeéts. Major causes of deforestation and forest degradation include agricultural
subsidies, large scale industrial development projects, corruption, population pressures, lack of secure
 land tenure arrangement, fuelwood demand, domestic wood harvest and consumption, and the absence
of an economlc env1ronment supportive of sustamable forest management

5

In addition to’ the absolute decline in t1mbe1 harvest in some countries, the ATL may produce other ‘
positive environmental changes; these could include increases in manufacturmg efficiency in .
=i 1 export-oriented developm g countries:and increases in incoimes and standards of living in some,

.-~ developlng v .

S
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g L : '{ ]BARSHEF SKY APPLAUDS SENATE PASSAGE OF

Tripp

LEGISLA FION ON TRADE WITH AFRICA AND THE CARIBBEAN

!

United States Trade 'Representatlve Charlene Barshefsky today applauded the overwhelming Senate
passage of landmark legislation to strengthen America’s trade relationship w1th sub Saharan Afrlca and

the Canbbean

1

1

"Today the Senate has shown remarkable Ieadershlp in the cause of development open markets and
democratization worldwide; and has also acted to create new opportunities for Americans," said
Ambassador Barshefsky "This is a great day for Africa and the Caribbean, and a strong statement of

bipartisan support for American leadershlp
Conference in Seattle approaches.”

i

Landrieu, as well as Congressman Rangel,
leglslatlon forward."

H
.
1

| '

in trade pohcy as the World Trade Organization's Mlmstena]

hle, Lott Roth, Moynihan, Graham Dodd Feinstein and
for their hard work and leadership in moving this important

o
;
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The Senate legislation includes the African (Jrowth and Opportunity Act, already passed by the House;
enhancement of the Caribbean Basin In1t1at1ye as well as renewal of the Generallzed System of

Preferences and Trade Adjustment Assistance for d1splaced Amerrcan workers.

i‘ . T . '-i‘
. ’ il

The African Growth and Opportunrty Act, already passed by the House, responds to an era of reform and
renewal in Africa, which South Africa's Presrdent Thabo Mbeki has called an "African Renaissance." It
encourages economic and political reforms, \by offering reforming African nations a set of incentives and
benefits that will help them grow and enter the world economy. Such benefits include expanded
duty-free trade benefits, market access for textrles support for African regional integration efforts,
increased commitment by the Ex-Im Bank and Overseas Private Investment Corporation to U.S.
investors in Afrrca srgnrﬁcant debt relief, and enhanced trade and 1nvestmer|1t dialogue.

i
i

"In passing the Afrrcan Growth and Opportunlty Act, the Senate has taken a'vrtal step toward promotrng
growth and reform in Africa, and an era of mutually beneficial partnership between the United States
and the nations of this continent," said Barshefsky.-

7\ ! . A . l

The enhancement of the Caribbean Basin In1t1at1ve (CBI) takes advantage of a similar era of progress
which over the; past ten years has led the regron from an era of warfare and poverty to one of hope.

Throughout the region, living standards have risen, and human rights and attentron to core labor

zstandards haveimproved immeasurably. The enhancement of CBL.-2 set of 1 measures which increase

adeibetween the:U.S. and the Caribbean - will both spur. further developmeni:in the region:and have
long:term benefits to the U.S. economy by strengthemng U.S.-CBI partnerships:in the textile: and

sapparel industry. Its passage at this moment] is especially-important; as it willicreate a sourcé of
.international ifivestor confidence as Central|American and:Caribbean countriesirebuild in'the: wake of
- Hurricanes Ml‘t‘chqand George. T R R Rk 1 ek A DTN

" "When our frrends overseas are doing the right things - for themselves and for us - we should recognrze
-and encourage ‘them," said Barshefsky. "That is what the Senate has done this week by passing the

Africa and CBI initiative. We will now work closely with Senate and House leaders and supporters of
this bill to ensure a successful conference and rapid enactment into law."”

{ .'
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United States Trade Representatuve Announces Results of the

!
|

' | _ Flfth FTAA Trade Mlmsternal §
P ' : ;
' !

i

-
b

United States Trade Representative Charlene Barshefsky today announced the successful conclusion of
the Fifth F TAA Trade Ministers meetmg in Toronto, Ontario, Canada. This was the first meeting of the
FTAA Trade‘ Mlnlsters since the negotiations were. launched by Heads of State in Santiago, Chile, in
April 1998. ,
. o o
ro ' . I L ]
Bl g X I
"-am very pleased by the outcome of the FTAA Trade Ministerial," stated Ambassador Barshefsky
"The FTAA Trade Ministers made concrete progress in advancing ‘the FTAA agenda and setting the
course for the next phase of the negotiations. With the positive results yielded by this Ministerial we -
move an important step forward toward an open and falr tradmg system in this hemisphere that will
benefit Amencan workers, companies and consumers

-
I
I .

- :
| i

. Upon rev1ew1ng the progress made over the past 18 mom.hs Ministers directed their negotiators to
develop draft texts of chapters that will comprise the FTAA agreement. The draft texts, which will
initially contam brackets around controversial issues, will be completed by the next FTAA Ministerial

X . :
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. Meeting, set to take place in Argentina in April 2001. . ' '
it . o . ,

l l

The Trade Mmlsters reaffirmed their support for the launch of 1 new mululateral negotiations at the WTO -
Ministerial Conference in Seattle next month. Of particular note was the unanimous adoption of a
common posmon on seeking the elimination of agricultural export sub31d1es in the WTO.

; . : .
"I welcome the shared commitment of the FTAA Trade Ministers to ellrnmate export subsulles on
agricultural ‘products in the WTO," stated Ambassador Barshefsky. "This action further illustrates that
the FTAA and WTO negotlatlons are mutually supportive. We remain firmly committed to the economic.
integration of’ the hemisphere through the FTAA even as we pursue trade l1berallzatlon in other fora such

: as the WTO." l

! l5

;) ‘ A |
Ministers also:adopted a package of eight business fac111tatron measures anned at overcoming obstacles
to doing business in the hemisphere. These measures will be 1mp1emented beginning January 1, 2000,
and will facilitate business by 1mprov1ng customs efﬁc:lency They consist of the following:

'

i i| . .
I ‘ '

{
Lo . - . o :
| : : |

. Streamlmedr procedures for the temporary 1mportat10n of goods related to busmess travel

. . Procedures to expcd*te express shlpments . : Co

e LN vy" S

. Slmphﬁed procedures for low—value shipment transactlons X v

o fAccessrble electromc sy stems for the trading - commumty and a set of common data elements foster. =«
' expedlted clearance procedures ’ ‘ A l P :
. Dlssemlnatlon of mformatlon on customs procedures laws a‘nd regulations *
I
. Development of national codes of conduct apphcable to customs ofﬁcralsl

l

. Appllcatlon of the 1996 Harmontzed Cornmodrty Descnptlon and Codlng System at the srx—drglt level

« Use of risk management systems to allow for focusing of customs enforcement activities on hlgh-nsk
goods and travelers while facilitating clearance and movement of low-risk goods :

Compames and Associations, including FedEx, JBC International, the Natlonal Customs Brokers and
. Forwarders Association of Amerlca the Conferenc1a Latino Amencana de Companias Express and the
Joint Industry Group, have applauded the agreement on customs rneasures
ik , . -
ST L o | .
‘In addition to the customs measures, Mlmsters adopted transparency measures designed to facilitate
business by taking advantage of the internet to make available’ 1nformat10n on the FTAA countrles laws,
regulations and procedur es in the various areas of trade policy. '
| I x
Ministers alsfo agreed that business facilitation will be an ongoing process and directed negotiators to

i
1
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. develop a second set of business facilitation measures to be presented to M1n1sters at their next. meeting

b s b
P [

Ministers also reaffirmed their commitment to the principle of transparency -in the negotiating process
and as an important step toward broadening public understanding and support for the FTAA. The Trade
Ministers welcomed the first report of the Committee of Government Representatives on the
Participation of Civil Society which presents the range of views received by the Committee from
individuals and organizations in the hemisphere in written submissions regarding the FTAA
negotiations. The report of the Committee will be posted on the FTAA Homepage (www.ftaa-alca.org).
Ministers directed the Committee to continue obtaining comments from the publlc and to provide a
report at the next M1n1ster1al meeting. N

ii |
. -

Also in Toronto 22 Ministers and Vice Ministers participated in the clos1ngI session of the first
America's C1v11 Soc1ety Forum, which included participants from throughout the hemisphere
representing a 'broad range of interests such as labor environment, gender equahty and poverty and
social Justlce

! - - |
On a related matter, Ambassador Barshefsky announced the conclu51on of the Inter-American Mutual
Recogn1t1on Agreement (MRA) for Conformity Assessment of Telecommunlcatlons Equipment during
the October 25-29 meeting of the Inter- Amerlcan Telecommumcat ons Commlss1on (CITEL).

.- "Conclusion of the Inter-American MRA complements our efforts in the FTAA to further expand and
. integrate the economies of the Americas," stated Ambassador:Barshefsky. "By-simplifying conformity

. assessment procedures, this MRA will speed up the:conformity assessment process and reduce its cost --
providing a boost to hemispheric trade in telecommunications equlpment and in turn, expanded export

opportunities for U.S. telecommunications manufacturers and supphers
o

"Companies and associations - including Lucent Technologies, Motorola, Nortel Bell South,
MCIWorldcom, the Telecommunications Industry Association, the American Council of Independent
‘Laboratories, and Underwriters Laboratories - have applauded the conclus1on of the Inter- Amerlcan
MRA." ' @ . ' .

'
I .

The Inter-Amerlcan MRA will streamline the conformlty assessment procedures for testing and
certifying a wide array of telecommunications equipment. Telecommunications equipment is a $100
billion market, with the United States accounting for $74 billion and other nations of the hemisphere
accounting for‘ $24 billion in 1998. United States exports of telecommumcatlons equlpment to other
Western Hemlsphere nations totaled $8 billion. : ,
Cood
¥
The MRA creates a two-phase mechanism for the mutual recognition of testing results ("Phase I") and
. equipment certifications ("Phase II") and obligates parties participating in either or both phases to accept
conformity assessments on a.transparent and non-discriminatory basis. The MRA provides for parties to
the agreement to decide independently at which point and to what extent they intend to acquire the rights
and obllgatlons contained in the MRA. We expect members of the Inter-Amerlcan Telecommunications

30f4 ' : : : 9/1/00 9:51 AM
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which will take place at Guayaquil, Ecuador in December. The Federal Communications Commission of
the United States has indicated it is ready now to implement Phase (mutual recognition of testing
results) and that it will be ready to implement Phase IT (mutual recognition of equipment certifications)
by July 2000 i . .

‘ Commission (CITEL) to begin to indicate 1mp1ementat10n dates in forthcommg meetings, the next of
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For Immedlate Release Contact: Thomas Tnpp
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(202) 395 3230 :;" [ o R
' © 7 777" U.S. Prevails in DiSpute With Caiiéda :

Over Sport Fishing and Tourism Services |
f ' f T

Today, Umted States Trade Representative Charlene Barshefsky announced resolution of the NAFTA
dispute with Canada over Ontario's discriminatory regulations concerning sport fishing and tourism
services. Ambassador Barshefsky stated: "I am pleased to announce that Ontario has revoked the
discriminatory practices at issue. The vitality of small and medium-sized businesses in northern
Minnesota was dlrectly at stake, this action demonstrates that NAFTA WOI'kS for large and small

compames allke
. : ol .
il \ T

e

- This ends the sectlon 301 mvesngauon 1n1t1ated in Aprﬂ but USTR w111 contmue momtonng the

51tuat10n pursuant to section 306 of the Trade Act. ‘ ‘

i ‘ { B . . ‘ v ;

ﬂ‘

AmbassadortBarshefsky further stated: "We were able to address the trade matters at issue and at the
same time encourage sustainable fisheries in the border lakes. I believe this sets an excellent example of
how-open markets and environmental objectives can be realized. This was ‘also another precedent setting
case in the level of cooperation between the U.S. federal government and a state government. Minnesota
state ofﬁmals participated at every stage of the consultations and negotiations with Canada. I want to

thank Govemor Ventura and his team for their a351stance Wthh was crltlcal "

1k ‘ .
' : Q ‘ 9/1/00 9:52 AM

1
I


http:www.",str.gov
http://.yww.ustr.gov/releaseslI999/11l99-94.html

http://www ustr.gov/releases/1999/11/99-94.htm!

Background | | : :
‘ . .

I
Since 1994, the Province of Ontario, Canada, had sought to induce U.S. recreational ﬁshermen to use
Ontario resort facilities and services (lodgmg, fishing guides, boats, etc.) by limiting the amount of
certain fish they could catch and keep in certain lakes that straddle the anesota—Ontano border, unless
they lodged or otherwise spent money on the Ontario side. The restrictions, applied to150 miles of the
border, unfairly discriminated against U.S. resorts, ﬁshmg guides, and other businesses tied to sport
ﬁshmg On April 29, 1999, USTR initiated a section 301 investigation pursuant to a petition filed by the
Border Waters: Coahtlon After several sessions, including consultations under Article 2006 of the
NAFTA, Ontarlo revoked the "stay overmght" requlrement and other d1scr1mmatory measures.

: +
i . ‘ i ’
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l
i . U.S,, CHINA SIGN HISTORIC TRADE AGREEMENT
| ; : K ! < o ,
| ! )
BEIIING, November 15, 1999 - U.S. Trade Representative Charlene Barshefsky and National
Economic Counc1l Director Gene Sperling today announced the successful .completion of bilateral talks

on China’s accession to the World Trade Orgamzatlon ) i

Vr
‘I

|‘.
Ambassador Barshefsky and Mr. Sperling issued a Jomt statement that sa1d “We are glad that after

i

 thirteen years 'of negotiation, China and the United States have agreed upon a strong, commercially

1of3

Qutline of the Agreement

viable WTO, agreement for China. This historic agreement is a win for American export-related jobs, for
Chinese economic reform, for our global tradlng system and for the long term U.S. - China .

elatlonshlp . : .

b
[, i
it [ ' ’
H ;
| '
t

~ ) i ‘ ' ) )
i | o N o
This agreement provides significant access for U.S. agriculture, industrial products and services. China
will reduce both tariff and non-tariff barriers to industrial goods and farm products. The agreement
contains strong provisions to address import surges and unfair trade practices. China has agreed to take
specific actlons to ensure fair treatment for businesses operating in Chlna These include limits on

; 1: ) L
S ’ g
Col ) ‘ ‘ . »
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e China will eliminate export subsidies.

hitp://www.ustr.gov/releases/1999/11/99-95 html

) . : o o
technology transfer requirements, offsets and export performance requirements.
ii ;
Some spemﬁc examples from the agreement mclude
I

) .
. i

¢ China will c‘ut duties from an overall average of 22 1% to 17%. ;
¢ China wrll make even greater reductions on agrlcultural items of partlcular interest to the United
States. L L r !

: i: :
e China will estabhsh large and increasing tariff-raté quotas for wheat, corn rice and cotton w1th a
substantial share reserved for private trade : P

o State trading';for soy oil will be phased out.
i :

o e Lo
* American companies can provide auto financing.

i c

o New access for U.S. companies, including banks insurance companies and telecommunications

busmesses ‘ i o
;o : ] : - .

o Dlstrlbutlon «rlghts for U S exporters . . SO O e

o
l| L

. Improved access for computer services, business consultmg, accountlng, advertlsmg, and ﬁnancxal
information ! services. - : ‘ o s _
+ £ ,lﬂ.'l. H RPN R . et ol N RO . 5 PR Y

G"Inc':reased:iinijports. of foreign films, on a revenue-sharing basis, to at least twenty films per ,.ye'ar.

[ : - . , ,

k ,

e In textlles the U.S. and China agreed on appropnate measures to avoid market dlsruptrons durmg and
after the phase out of current quotas. | :

‘Next Steps . . »

i '
i . . . T
i C o
| , ! |
; D f

.

] , |
This agreement represents a crucial step in China’s WTO accession process. Several important steps
remain ahead. First China must conclude bilateral negotiations with a number of other WTO members,
including the European Union. Multilateral negotiations on China’s accession protocol must also be
finished. Chma must then complete its own domestic procedures for accession.

‘ ,c . . ) o
il
il
In response to'the commitments contained in the agreement srgned today, Presmlent Clinton will work

with other WTO member countries to gain China's entry as soon as possﬂale and will seek from
Congress the approval of permanent Normal Trade Relatlons (NTR).

’ t

I
|
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For Immedlate Release Contact: Thomas Trnpp o

November} 15, 1999 Helaine Klasky. B

I «
Amerlcan Embassy Beijing, China Amy Stilwell B

(202) 395 3230 S o o ;
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; ‘ * USTR Barshei‘sky s Press Remarks
! ;
I Following Negotiations with China on the WTO

T : ‘
| f.f - -

I'd like to start by introducing our team. Gene Sperhng whom you all know heads the Premdent'
economic; policy team, both domestic and international. Bill McCahill, our Charge d'affaires here in

China who has done such an extraordinary job for us, truly extraordinary. Bob Cassidy who has been our
lead negotlator and I want to thank him most particularly for his work. Christina Lund, our chief service
negotlator who has done an exemplary jOb Catherme Field who has been our lawyer on this matter for

13 years at USTR. ; o
!: l: | ‘ ‘ | ) i . »
S !
She doesn't look it but she has been. Bob Nov1ck my General Counsel who negotlated the protocol
issues with the Chinese. Meg Lundsager of the Treasury Department who has taken care of banking
securltles and many, many other issues. Bernard Carreau of the Commerce Department who has taken
care of a 'number of important issues including dumping. Theresa Howes, who with Ambassador Peter
Scher i in| 'Washington negotiated with the Chinese on agricultural issues. Of course, Dan Glickman our
agriculture Secretary and his fabulous team, agd we did that together. iSusan Shirk of the State

.
vl . :
1 ’ : - . i
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- Department, w‘ho is one of the Administration's Chrna experts. Ken Lieberthal our other great China

expert left yesterday. He is, as you know, with the Natlonal Security Council. I think I have covered the

waterfront w1th respect to those people.

| !

|

Let me just make a couple of general comments: I think this is a profoundly important agreement for a
number of reasons. As a trade agreement it obviously protects American Commercial interests and
enhances 51gn1ﬁcant1y America's commercial interests. The agreement itself is absolutely
comprehenswe It covers all goods, all services, all of agriculture. It covers a variety of rules with
respect to 1mport surges, technology transfers, state tradlng enterprlses and h1gh dumping, investing,
subsidies and other issues. !

. {, Co

e o
Second, however this is an agreement that is fully consistent with China's own pollcy of economic

reform and economic development. And in that regard it will exert a posrtlve effect on the very reforms

China itself is;trying to make, and of course on the very economic process at which China has been quite
successful. 'ThlS will open markets here. It will i improve the efficiency of Chinese companies. It will
make them ever more competitive. I think that'is a cr1tlca1 pomt ; -

y

A ‘ : !

Third, this agreement w1]l strengthen the Rule of Law in China. And I think actually, this is the most
import aspect of this agreement. The WTO is a rules-based trading regime. It encompasses almost 140
nations. Andithe rules, the base rules on transparency, no discrimination, Judrcla! review; admlnlstratlve
mdepender'ce are absolut ely critical to the functlonlng of the modern €CONOMY.iv.c  wit i :

ST
R . N . [
o : :

. | ; o ’
i : - ! :
And the notlon that China will become a member of this rules-based reglme is of extraordlnary long "
term 1mportance not only on the commercial side, but with respect to the deveIopmenf of:a more full
body and robust legal system w1th1n China. : S
'-' g . :

! ‘l o S
{

And of course it goes without saying that this agreement will help to strengthen China's relations with
its ne1ghbors‘ will help to further stabilize the economic situation in the fegion here, and of course will
contribute toiglobal prosperity. The ultimate aim of the global trading system. And last as I said in my
remarks at MOFTEC, this agreement is an anchonng agreement, and in that regard in partlcular itis of
both profound and historical importance. , O ‘

',1 | o o ,
|
The United States and China have had a rather tumultuous relationship as you know -- ups and downs
and lots of sw1ngs But an agreement of this sort - with its breadth, with its scope, with it emphasis on
Rule of Law, in its consistency with China's own internal reform process =- can help to anchor the
relationship between the United States and China'in a most a fundamental way. And from that anchor, I
think other good things will emerge, and greater stab111ty in the overall relationship between the two
countries will likewise emerge. I am happy to take questions on the details of the agreement. I would
only say that we are grateful to the government of China for having the forthrightness to enter into an
agreement of this magnitude and comprehensiveness. Most particularly, most particularly, both Gene
and | prarse the President of the United States and the President of China who, beginning in 1993 when
they met at| the met at the first APEC meeting, began discussing the parameters of Chinese entry into
what was then the GATT System and is now the WTO. President Clinton has been so intimately
involved w1th this issue -- including the details, including the strategy, the concepts and issues. And that
leadershlp, ‘that knowledge, the brilliance that he has and his relatlonshlp with President Jiang who

v
|

i
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pursued thls agreement with equal vigor, is what made all of the drfference in finally achieving it. And’
with that, I know Gene wants to make a couple of remarks and then I think we will have a few minutes
to take questtons . {

| Bl " ‘ % ’ ' ‘

i ;3 : o o

 Gene: Sperhng As Ambassador Barshefsky said this is brgger than a trade: agreement it's about the

U.S.-China relationship. It's about the future of the global economy. It's about an increasing trend of
countries that thave been outside of the global, rule-based trading system coming within it and becoming
part of a truly open, free flowing, international economy that we believe will lead to greater freedom and
greater global!prosperrty We truly praise the President and leadership in China, President Jiang and
Premier Zhu for putting the long-term U.S.-China relationship above short-term political expediency.
This will be dlfﬁeult politically for everyone involved, but it is the right thing for the U.S. economy. It is
the right thmg for Chinese economic reform, and it's the right thing for the future of the global economy.
I want to make clear that this has been one of the highest priorities of both the Presidents' national
economic team and his national security team. I want to, in addition to the people who are here, all the
people that Charlene mentioned, Malcolm Lee, from my staff, and I also wanted to really thank our
national security advisors, Sandy Berger, who has made the relatronshrp with China at the top of his
priority list, and the rest of our economic and security team, including Secretary Daley, Secretary
Summiers, Secretary Albright, Leon Feurth, the Vice President's top international advisor, Jim Steinberg,
Lyle Bramard Ken Lieberthal, Karen Tramantano and very much John Podesta, our Chief of Staff, who
with Sandy and I had to coordinate very much the drfﬁeult but important and positive meetings. We
have an excellent strategic and substantive Chief of Staff who has helped enormously The others in the
State Department Susan Shirk, and I am sure I've forgotten some. .

. :

Lti
i [
!

,;,

. Let me just make one more comment before opening. up to: questtons We know that now we will have to
‘make the case in the United States that this.is a strong and:good agreement: It resolves many of the

unresolved.isSues from the past in a positive way:. We feel that it will be very strong for U.S.

_export-related jobs and for some of the most important: exportindustries inthe. United States, as well as

being a win for Chinese economic reformand Chinese:consumers. However, we will throughout the

©0 ¢r~Administration put out an all out effort to work with the Congressional leadershrp of both parties to pass
, wpermanent normal trading relations status through the Congress. We don't expect it to be easy but we

3of7

expect that when people see this deal, see the agreement and understand the importance of this for the
US-China relationship and the future ‘of the global economy, they will understand that this is in our
nation's mterest Thank you. . A

i l
i [
i

Q: It seems that we only have about seven rnmutes for questrons We are wrrttng the lead stories from
here but we haven‘t received any details and it's very hard to write from the press releases which are
extremely vague I'm wondering if there's some way that you can leave behind or give us tonight more
details? My questron now is if Ms. Barshefsky could describe what were the main pomts of negottatron
during the last six days and some t

details about how they were resolved'? ‘ : ; : »
g S o . o '

BARSHEFSKY Let me give you just some general detarl on'the overall agreement and then talk about

the resolutlon of some of the unresolved issues from last Spring. These are just a few qulck-hlt facts.

s H’ o
E
With respect to overall tariffs. Overall tariff levels on average will dechne to about seventeen percent.

This is an extremely good figure. With respect to agrreulture tariffs will. decline sharply to roughly

B

|
I
i
J
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. fourteen and -a- half or fifteen percent. In that range, there will be very s1gn1ﬁcant liberalization in the

l
l
i
, I
‘ ;

agriculture sector including, most importantly, with respect to the bulk commodities: corn, wheat,
cotton, soy beans What we view as the big-ticket items. China will also not provide export subsidies.
This is very important in the fields of cotton, rice, and some other areas. There will be what's called a
tariff rate quota system set up in agriculture. This is a sort of the WTO mode of doing things. This will

* significantly efthance market access across the board not only for bulk commodltles but all the specialty
agricultural products .

l-‘ ’ T [
1 : |

On industrial goods, China will grant essentially full trading rights and distribution rights; the right to
import and export directly without Chinese middlemen and to market through distribution, wholesale
and retail, after sale service, repair, maintenance, transport -- the entire range of d1str1but1on related
services. i _ o :

. \ l

l g : 15

L . o !
. l l V)
W1th respect to non-tariff barriers, China will eliminate all quotas and all quant1tat1ve restr1ct1ons
Everything,I'm; talking about is generally done well within five years, except in a very few cases, and in
many of these areas we complete the phase-outs in two to three years So th1s is an extremely strong
agreement. i :

! c . . ‘ ; ks

With respect to services. We've covered the full range of services: banklng,J secur1t1es telecom, as I said,
distribution, the professions; tourism; travel; transport and so on and so forth This is JUSt an extremely

||
‘ comprehenswe and a very, very strong agreement ; | L

l L . o .
Let me talk a: l1ttle bit about the resolutron of some of the unresolved i 1ssues as well as a couple of
changes in the, agreement: We have tried:to be sensitive to concerns that Ch1na had on issues:that were :
very difficult for China last spring in particular,:while at the same time maintaining the fundamental « :: .::
interests of the 'United States. I think we have achieved an overall strengthening of this agreement. I Wlll p
say in that regard we've always taken the position, very consistently for almost seven years, that the only
basis on wh1ch‘ we could do an agreement would be a commercially sound one We've never departed
from that. Th1s ‘agreement will pass any such test that could poss1bly be appl1ed

@l . l |
Two of the most 1mportant unresolved issues from last Spring had to do with spec1al rules on 1mport
surges and on the application of a particular anti-dumping methodology called the "non-market
economy' methodology Last spring, China took the view that there must be a. very restrictive phase-out
of these provisions. We certainly agreed with China at that time; that these prov1S1ons should not exist in
perpetuity, but we believed that they did need to exist for a reasonable per1od of time. With respect to
what was called the "special safeguard rule" which is an anti-import surge rule into the United States,
that provision lWlll exist for 12 years. With respect to the application of the | ik 'special anti- dumping"
methodology, that provision will exist for 15 years. With respect to the ant1 dump1ng ethodology, our
laws and regulat1ons do provide for the graduation of sectors or an economy as a whole, from these rules
if it can demonistrate that it has become market—orrented And as we've 1nd1cated to the Chinese of -
course, to the extent that they request review of individual sectors, or the economy as a whole, we will
do that under the bounds of our law o i y :

b
‘ ll | | k
) . 0
i ) . !
{ ' .
' ! 7
i . !

Additional i 1ssues outstanding last Spring 1ncluded for example, audlo-V1sual issues, most especially
motion p1ctures and that issue has been resolved by the agreement by Ch1na to allow for the importation

i
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' of motion prctures on a revenue-sharing basis. Thrs 1s extremely important not only to our 1ndus,tr}«r but
l to the 1ndustry in Europe, Canada and elsewhere. This is quite unprecedented

M 1 i
i .
it -
With respect to telecom, we also clarified drstrrbutron 1ssues on audro-vrsual which were unclarified last

spring, and that is the rrght to form joint ventures for distribution for videos and sound recordings and
that has now been secured. . .

. 1 '
!

ool '
With respect to a critical banking issue, and that was the issue of auto ﬁnance China has now agreed to
allow non- bank and it's the non-bank hat's most cr1t1cal Foreign ﬁnancral 1nst1tut10ns can provide
auto- ﬁnancrng from the date of accession. : -
[ g ' : - AR H
i o » 4
. !: ( ¥
What we've done here -- because the auto sector is very 1mportant and we have learned from many
mistakes in the way which autos have been handlediin Japan, over the course of many decades -- is that
we have put together a very substantial auto package To do that we agreed with China to extend to 2006
rather than 2005, the phase-down of auto tariffs in China from 80-100 percent to 25 percent. In exchange
for the longer .phase out, which was important to China, we have cut tariffs more rapidly in the earlier
~ years than under our previous understanding, because now that we have auto-finance from the date of
accession, we'want to insure the maximum market access - which means lower tariffs up front, the auto
finance from the. date of accession, and of course, we have full distributionirights as well as trade rrghts
- :.;s;.-;m that sector. |Thrs 18 very, very important to the United States wrth respect 0 autos ¥ -

St i . ; ’

Ch g \.Aw I
-:On the: questroh of securltres our main goal had been to insure that the lreasury Department in
partlcular\would have-a:forum in which to consult with China on the development:ofiits securltres
i o marketgwhich, as you know, is very underdeveloped. While China typically turned-to Hong Kong

g regulators for adv1ce and of course they are excellent regulators, we and particularly the: Treasury

-~ Department, were very anxious to be able to participate in this kind of formu'ation of regulations and the

development of capital markets generally in China, including with respect to market access in‘the future.
You know from Larry Summers' trip here that 4 capital markets dialogue has now been estabhshed to
cover the totahty of banking issues as well as securities and regulatory i 1ssues

! i

| - Bt
With respect to telecommunications. There was some ambiguity as to coverage of the internet from last
spring. This has now been fully covered. This is terribly important for the development of the Chinese
economy as well as for basic access for foreign telecommunications supphers In addition, we have
clarified further commitments on satellites and we're pleased that we now have full coverage for
satellites in the context of telecormnumcatrons :
l . I ;
Last, textiles. Chrna has agreed to the 1ncorporat10n in full of our bﬂateral textlles agreement Thisisa
nine-year, pre- ex1st1ng agreement Textile quotas would expire in 2005, consrstent with WTO rules, but
there would be'an additional four years after that of a special anti-surge safeguard mechanism to insure a
more orderly transrtron to open trade in textiles with respect to Chma

. | ;, ' | .t
I ! ol
!’ |

Last, with respect to telecom. Originally, our conceptron on telecom had been quite limited. Inward
investment in telecom culminating in 51 percent four or five years down the road. The 51 percent issue

1
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BARSHEFSKY Yes. Yes. Yes :No longer an:issue. Wu h'we rlghts of i mvestment We clearly

| 6.0f7

s internet worldw1de but as you can imagine in- ‘China, to:be‘one of the big economlc issues for our -

! : I
s | : VI ‘
I X http:f;’fwww.ustr.gov!releases! 1999/11/cbchina.html
t; N : .
| ‘ i ‘
was a very 31gn1ﬁcant issue for China. What we have done instead is to allow for 49 percent investment
by foreign telécom providers in China from date of accession. This is very 51gn1ﬁcant and
unprecedented Moving to 50 percent in the second year after accession. And as you know under
Chinese law, contractual rnanagement and operational participation is possmle in a 50/50 situation. Here
again, we trred to balance a particular sensitivity of China with the absolute commercial interests of the
United States,’ lcadmg to an overall strengthening of the commitments parttcularly in terms of earlier

access at a much greater level than prevrou]s contemplated l ,
l: AN
:; L o
L

In all of these rnstances we have, | think, affected very much a wmfwrn fcr the United States and China.

For example on autos where a Ionger phase-tn was important to China because somewhat  greater earlier

access became 1mportant to us, in getting auto finance, we balanced our mterests and China was able to

secure longer phase-in and we were able to'secure tanff cuts much more consrstent with the auto

financing package We've done the same in telecom and in a few other areas, We are extremely pleased

with the outcorne not just because it favors.the United States, but because of the way we were able to

. balance the interests between the United States and China in a way that strengthened both of us with

respect to the overall package. Basically, the rest of the package is as youtknow it to be. As I said, the

test for us has always and consistently been a very strong commercial agreement consistent with China's /

export capability and its status as one of the world's largest economies and by any measure we have

achieved that goal i E

v ;‘ ) ‘ ‘ . - , L
Q:1 need twc qulck clarifications. Internet, dld you spec'lﬁcally italk about ICP 1nvestment whether
¥ 1nternet content providers, whether they can invest:in Chma‘? e l .
* ! . S E .‘ P [N S 2
A N L

|

considered that internet access issues;’ consrdenng whatwillibe the dramatlc growth not only of the -

country. So securtng that and makmg the 1nternet 1ssues clear and secure were atop prlonty for us.
. i N 2 v 1 ;

|
‘ '

l .
I
'
t

! |

Q And retatl hankmg, U.S. or foreign partlmpatton and the percentages.
[ :
1

BARSHEFSKY Yes, and let me gwe you, let me go through the banking i 1f I can.. Hang on.. In
addition to the 'auto finance commitments, which would cover of course, also non-bank institutions, for
example Ford Credlt It also covers the bankmg 1nst1tut10ns aswell. - 1 ;

L » : : b
Let me just go through the general commltrnents Fcretgn banks will be able to conduct local currency
business with Chmese enterprises two ycars after accession. Foreign banks wrll be able to conduct local
currency business with Chinese individuals five years from accession. Foreign banks will have the same
rights as Chinese banks within the various geographic areas, in other words national treatment. This was
absolutely cr1t1ca1 Both geographic and customer restrlctlons will be completely removed in five years.

| ( i . :
a g ) A ' ,i ;
Branching of course will be permitted. I thmk those are the major commltments along with secunng the
auto finance.: Wrth respect to securities, where China has a very underdeveloped market, this is. The
capital market dlalogue was absolutely crltlcal because of the undcr-developed and under-regulated
] o | . 9/1/00 9:52 AM
I o : S .
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nature of Chmese securities markets. What we have done in securmes is to at the present time, have

. minority, foreign-owned joint ventures able to engage in fund management on the same terms as
Chinese firms.| As the scope of business expands for Chinese firms, forelgn Joint ventures will enjoy the
same expansmn in the scope of business. Again, this national treatment isste is very, very important.
Minority joint ventures will also be able to, underwrite domestic securities issues and underwrite trade in
foreign currency denominated securities, both debt and equity. That, coupled with the Summers' capital
markets dialogue as necessary regulation as developed and expanded will go hand in hand within further
expansion and market access both for Chmese securmes firms as well as US securities firms.

i |
Q: What's thefhnnonty stake?
i . ?
BARSHEFSKY For the fund management compames it will be 1n1tlally 33percent going up to 49
percent in three years. For the securities compames that engage in underwntmg it is 33 percent.

E f S .
1 S B
Q: (maudlble)t: ' P ‘ ' ]
| | o ‘
GENE SPERLING We had two meetings. thh Premxer Zhu Rongji. There was a meeting thls morning

with him that was very. helpful in. resolvingthe final issues. We met with him. He came to MOF: \EC and-
Charlene and L met with him and that was certainly a prOtal meeting resolvmg the last.few i issues.
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BARSHEFSKY Thank you
|
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U S. and Egypt Inaugural T rade M '

i

and Investment Agreement .

' i ! .
, | | i)
Cairo, Egypt&-- On October 18, 1999, the United States and Egypt 1naugurated the U.S.-Egypt Trade and
Investment Framework Agreement in Cairo, Egypt. The first TIFA Council meeting was hosted by
Egyptian Minister of Economy and Foreign Trade Youssef Boutros Ghali. United States Trade
Representative Charlene Barshefsky and Minister Boutros Ghali signed the U.S.-Egypt Trade and
Investment Framework Agreement (TIF A)in Washmgton DC on July 11 1999. v

' l f : B
e ]’} . ‘ } ;
"Entermg into a TIFA with Egypt marked the ﬁrst step toward creating freer trade between our
countries, and established the basis for stronger economic ties to bolster ¢ our joint efforts at furthering
- -peace in the region," stated Ambassador Barshefsky. "Today's inaugural | TIFA Council meeting builds
on this-foundation and clearly demonstrates the importance that both the!U.S. and Egypt attach to our
bilateral economic relationship. Our continued d1alogue on trade and investment issues reinforces our
belief that thls relationship has enormous potentlal for growth." »
_ o

I
i 1
o, .. *
The U.S. mteragency declegation was led by Ass1stant U.S. Trade Representatlve Catherine Novelli. Both
sides dlseussed a range of bilateral trade and'investment issues, mcludmg market access, intellectual
‘ . : i‘ ~

]
x i ' ; )
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tion, govemment procurement and hlgh technology trade and investment.

property protec::
o T
| a |
Background: : ’ D o
H ol S
I | i
| o

The U.S. Egprt TIFA, signed on July 1, 1999, estabhshed a Council on Trade and Investment composed
of representatives of both governments, "and chaired by USTR and Egypt's Mmlstry of Economy and
Foreign Trade' The Council will meet regularly to discuss specific trade and investment matters,
providing a valuable mechanism for promptly addressing these and other-issues that may arise ‘between
the U.S. and Egypt. The TIFA Council's work w111 contrlbute to Egypt's competltlveness at home and

abroad. ' ‘I
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U S Hanls WTO/UNEP Cooperatlon Arrangement

|

| ,
i o S : : ,‘ |
] ' . A L X "

U.S Trade Representatlve Charlene Barshefsky applauded today's announcement by WTO
Dlrector—General Mike Moore and United Nations Environment Program (UNEP) Executive-Director
Klaus Toepfer of a coope; ratlve arrangement between the WTO and UNEP. Ambassador Barshefsky
hailed the announcement as "an important milestone in the efforts of the 1nternat10nal community to

~ ensure that open trade and efforts to promote environmental protection support one another. She noted,
"For some tlme we have been calling for closer collaboration between these two institutions and we are
gra‘aﬁed to see this important development occur here in Seattle."”

| " .
|i , - E ,

i

Under thlS arrangement the two organizations have pledged to take a range of actions to foster
cooperatlon between them. This will include the sharing of information and participation in each others

meetings. Of bartwular note is a commitment to work together on capacity building for developing

countries and economies in transition in order to help build awareness of the linkages between trade,

env1ronment< and sustainable development. . P .
L b
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I
THE PROTECTION OF INTELLEFTUAL PROPERTY AND HEALTH POLICY |

| D oo i

United States Trade Replesentatlve Charlene Barshefsky and Health and Human Services Secretary
Donna E. Shalala today announced their intention to develop a cooperative approach on health-related
intellectual property matters to ensure that the application of U.S. trade law related to intellectual
property remains sufficiently flexible to respond to legitimate public health crisis. In addition,
Ambassador ’Barshefsky announced the removal of the Republic of South Afnca from the special 301

"watch list.” l « \ ‘ ¢

i
I .

| . l,

"Recent developments in AIDS treatments give us all hope for helping those already living with HIV
and for preventmg new infections by interrupting maternal to child transmission. The challenge of
‘making treatments a viable option for those who need them is one that eludes simple answers" said
Secretary Shalala "The United States will continue to work with its partner natlons multilateral
orgamzauons] industry, dnd affected communities to improve access to treatment.’

| . A P ;l- “

i . o i

"A modern patent system helps promote the rapid innovation, development, and commercialization of
effective andisafe drug therapies - therapies such as those now being deployed in the war against
HIV/AIDS" said Ambassador Barshefsky. "Secretary Shalala and I believe that sound public health
policy and mtellectual property protectlon are, and must continue to be, mutually supportive."”

: .
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Recognizing that health emergenc1es may require spec1a1 measures, USTR and HHS are working

‘ together to establrsh a process for analyzing and evaluating health issues that arise in the application of
U.S. trade- related intellectual property law.and policy. When a foreign government expresses concern -
that U.S. trade law related to intellectual property significantly impedes its ability to address a health
crisis in that country, USTR will seek and give full weight to the advice of HHS regarding the health
cons1deratlons involved. This process will permit the application of U.S. trade-related intellectual
property law to remain sufficiently flexible to react to public health crisis brought to the attention of

- USTR. Tt will also ensure that the minimum standards of the WTO Agreement on Trade-Related Aspects

of Intellectual \Property Rights (TRIPS) are respected

. : ' ch
' B N N ;b
H i il
| * ‘u
|

TRIPS prov1des minimum standards for protecting 1ntellectual property rrghts For example TRIPS
requires WTO members to grant time-limited exclusive rights through patents, while permitting use
without the authorization of the right holder (e.g., compulsory licensing) under certain limited
crrcumstancesland conditions. The provisions of the TRIPS Agreement are being phased-in over time.
January 1, 2000 is an important implementation date for developing countries. The Agreement takes
special note of the least-developed countries; obllgatrons on these countrrels’ generally do not apply until -
2006. \ ; N ‘ »

Ambassador Barshefsky also announced that she is removing South Afr1ca from the special 301 "watch
list." The recent bilateral understanding developed with South Africa illustrates the complementary
nature of sound public health and intellectual property policies.: Under the September 17,1999,

‘ understandrngL both Governments reaffirmed their shared objective of fully' protecting 1ntellectual SRR
property rights under the WTO TRIPS Agreement, while addressing the health issues identified by Taorii
South Africa. |South Africa agreed that it would address health needs in a manner that fully protects, ot
intellectual property rights. Ambassador:Barshefsky took this action as a result of this understanding, as - r,
well as other steps South Afr1ca has and is takrng to improve further the protectron of mtellectual PR

property ' - R _ i
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S o USTR ANNOUNCES RESULT OF SPECIAL 301 e
OUT-OF- CYCLE REVIEW OF JORDAN

United States Trade Representative Charlene Barshefsky today announced the conclusion of an

~out- of-cycle Special 301 review of Jordan. As a result Jordan will be removed from the "Watch List."
i : :

The Government of Jordan has shown an impressive level and strength of commltment towards

providing effectlve protection for all forms of intellectual property," stated Ambassador Barshefsky.

"Jordan's removal from the Watch List builds upon our strong and growing relationship with the

Kingdom, ‘and its efforts in this area set an 1mportant example for other! governments as well."

1
1

‘Details:’ B S | ;
| ‘ . - o

| “

‘ In the rev1ew of Jordan undertaken in April, USTR expressed several concerns including lack of patent

protectlonlfor pharmaceutical products and Trade in Intellectual Property Rights and Services (TRIPS)
deficiencies in Jordan's copyright regime and in draft patent and trademark law amendments. Since that
time, in Iactlons related to its accession to the World Trade Orgamzatlon (WTO), the Government of

I
10f2 ? / ‘ o . F 9/1/00 9:52 AM
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“Jordan passé::d a number of strong intellectual property laws laying the legal foundation for an effective
. intellectual property regime consistent with the TRIPS Agreement. The Government of Jordan also has
demonstrate;d its determination to ensure effective enforcement of the laws comprising Jordan's
improved regime for protection of intellectual property. Implementation and enforcement will be
important; benchmarks for future reviews. - 4
! ’ : . B
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- For Immedlalte Release Contact:Thomas Tnpp : i

December 17 1999 Amy Stilwell
(202) 395-3230

USTR ANNOUNCES RESULTS OF SPECIAL 301
"OUT-OF- CYCLE REVIEWS ",

.
alt
| -
. .

' l o Do : -
United States Trade Representative Charlene Barshefsky today announced the results of out-of-cycle

reviews of C@lombla, the Czech Republic, Hong Kong, and Malaysia. As a result of the out-of-cycle -
reviews, Hong Kong and Malaysia will remain off the "Watch List," and Colombia and the Czech
Repubhc wﬂl remain on the list. The out-of-cycle reviews for: these four countries were conducted

pursuant to th= results of the 1999 Special 301 review of last April.
i

i
i

"In recogmnon of the continuing steps Hong Kong has taken to address piracy since our last review, I
am pleased to announce that Hong Kong will remain off the Special 301 Watch List," said Ambassador
Barshefsky. "However in view of the fact that piracy of optical media remains a serious problem, we.
call upon Hong Kong to redouble its efforts to reduce piracy rates and we will continue to v1gorously
monitor Hong Kong government actions m this regard "

l | o
;‘ !\ o . ; P
With respect, 'to Malaysia, Ambassador Barshefsky announced that USTR 'would continue to monitor
Malaysia's progress toward substantially reducing pirated optical media production. She stated: "We -
believe it is vital that the Government of Malaysia pass TRIPS-related legislative amendments and

comprehensn‘/e optical disk legislation asa top priority in the next Parhamentary sessmn

.i, o
|
al
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"Colombra and the Czech Republic must continue to strive to resolve. outstandrng concerns prior to the
2000 rev1ew, although both countries have made progress on certain issues since the April 1999 review,"
continued Arnbassador Ba_rshefsky "In particular, I want to congratulate Colombia on making
srgnrﬁcant progress in advancing its long-delayed hcensrng process for ]egltrmate cable television
operators." : :

i

Details of the out-of-cycle reviews are provided below:

Hong Kong will not be included on the Watch List, l T
1 . ; !

Hong Konglhas undertaken significant enforcement actions since April to address the problem of piracy,
but significant follow—up efforts are needed as piracy problems continue. The USTR will monitor action

by Hong Kong authorities to reclassify piracy as an organized and serious crime, to extend the mandate

of the special antr-prracy task force beyond December 1999, and to prosecute corporate piracy and the
illegal Ioadrng of software by dealers onto computer hard drrves

1

Malay 'sia vs}ill not be inclided on the Watch List. However, USTR.will continue to closely monitor
future:concrete actions taken by Malaysia to reduce ‘pirated optical media production and export.

. H o | ;

“In the Aprrl revrew USTR announced that it would ook for further:actions by the Government of

Malaysia, mcludlng adoption of an effective, ‘comprehensive optical disk regime; licensing of all optical

= disk manufacturrng facilities; adoption of provisions for imposition of' deterrent penalties; greater

emphasis on customs enforcement against pirate exports; increased maximum penalties; development of

B standardized prosecution guidelines; increased resources for intellectual property rights (IPR) policy,

2 0of3

enforcement and prosecution; full compliance with the Agreement on Trade-Related Aspects of
Intellectual Property Rights (TRIPS) by January 1, 2000; and reexamination of section 42 of Malaysia's
Copyright Act to ensure that Malaysian enforcement procedures are not "unnecessarily complicated or
costly” as requrred by Article 41 of TRIPS. t

o
B

4

While the Govlernment of Malaysia has proceeded wrth comprehensive optlcal media legislation
(including criminal penaliies) and over 6,000 inspections and raids have been conducted since April,
conmdera’uon\of the optical disk legrslatron and most TRIPS-related amendments to existing legislation
were stalled when Parliament was dissolved prior to the recent elections in Malaysia. USTR will
continue to monrtor the progress and substance of these initiatives, and has.called upon the Government
of Malay51a to pass both TRIPS-related amendments and comprehensive optlcal disk legislation as an
urgent prrorrty at the next Parliamentary session. . ‘

E

. o - F—
Colombia will remain on the Watch List.
1 : :

| : . j’.» ;
| » i z ‘ : .
An out-of-cyc le review was scheduled for Colombia because of expectations this past April that the

i . . ! .
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failed November 1998 licensing process for leg1t1mate cable television operators would be completed in
July 1999. S1gn1ﬁcant progress was also expected by September in enforcement efforts, and towards
bringing Colomb1a s 1ntellcctual property regime into compl1ance with TRIPS.
o
|

Piracy levels i in Colombia remain high. However in a very positive development on cable licenses, 114
licenses were 1ssued in November for new cable television operators. In addition, the Government of
Colombia has continued its efforts to 1mprove law enforcement coord1natlon mechanlsms and
cooperatron w1th U.S. industry. T -

The Governmeht of Colombia is urged to focus renewed efforts toward enforcement and full
1mplementatron of the TRIPS Agreement by January 1, 2000, and to assume a leadership role within the

Andean Community to bring decisions 344, 345 and 351 into conformity with TRIPS by the January 1,
2000 deadllne| Decisions 344, 345 and 351 outline intellectual and industrial rights.

The Czech Republic will remain on the Watch Listl ,
| | o '
L : ' ' ; ‘
The April decrslon to place the Czech Republrc on the Watch L1st stems from legal shortcomlngs in the
_ Czech Repubhc s intellectual property regirne and the measures needed to provide effective enforcement.::
Since April,: the Government of the Czech;Republic has: made advancements on both fronts, butfurther :
progress is needed New broadcast, copyrlght trademark, patent, and satellite broadcast laws- have been

drafted, however there are TRIPS-consistency- problems (for example, with respect to enforcement
provisions such as ex: part search procedures) w1th some of these drafts. : g

A new customsl related law 1ncreas1ng fines and fac1l1tat1ng seizures of suspected counterfeit goods goes
into effect in D@cember 1999, and Czech pol1ce andprosecutors have worked to improve enforcement.
However, 1nadequate enforcement efforts against large-scale optical media p1rates and delays in

1nvest1gat1on and prosecution remain maj or problems

i c . -30-
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' WTO APPROVES TERMS OF JORDAN'S WTO ACCESSION

The WTO General Council today approved the package of commitments Jordan will undertake upon its
accession to the World Trade Organization (WTO): These terms for Jordan's participation in the WTO
were negotlated with current WTO Members. These commitments will begin to take effect when Jordan
takes up full Membershlp thirty days after its parhament ratifies the approved package

|
"The United States and Jordan enjoy a strong and close relationship, sharing a fundamental commitment
to peace, dern'ocracy, and economic development, stated United States Trade Representative Charlene
Barshefsky. "J ordan has worked very hard and made numerous difficult changes in its trade regime to
meet WTO prov1s1ons aind its accession to the WTO will further strengthen our bilateral trade :
relationship. We are extremely happy to see a country such as Jordan, which has committed itself to

economic reform become a part of the world trading system. I have no doubt that this step will help the
~ Jordanian people to achieve the prosperity and economic growth they desire."

.I‘,

AmbassadorBarshefsky also noted that WTO accession will establish for Jordan strong and transparent
trade ties w1th all current WTO Members. She continued: "For Americans, Jordan's commitments on
tariffs andlserv1ces offer market access that will build additional conﬁdence in Jordan as a destination
for direct forelgn investraent. We look forward to worklng with Jordan- w1th1n the WTO system on a
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|
|
|
day-to-day ba51s and in future negotlatxons ' |

In the course 0!1” its negotiations to join the WTO in, addmon to negotiating on tarlffs and services,
Jordan has moved to implement in its laws all 0bl1gat10ns related to WTO Agreements, including those
on Trade-related Aspects of Intellectual Property Rights (TRIPS), Customs Valuation, Import Licensing
Procedures, Techmcal Barriers to Trade (TBT) and Sanitary and Phytosanitary Measures (SPS). As a
result, Jorddn w111 soon offer full patent protection for pharmaceutical products and will also have .
eliminated quanntatwe barriers to trade and taxes that discriminate against imports. Jordan has -
committed not to use export subsidies to promote agricultural sales, and to eliminate industrial export
subsidies and 'a number of other non-tariff measures blocking imports. Jordan also cut its current tariff
levels, and wﬂl move towards duty-free trade in information technology products and "zero" or very low
tariffs on all chemxcal products under the Chemical Harmonization Program. In Services, Jordan made
significant commitments in key sectors of critical interest to the United States. These mcluded but were
not limited to|/financial services and basic- and value-added telecommunications services.

f
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USTR BARSHEFSKY HERALDS PROGRESS UNDER SECOND ¥ YEAR OF PRESIDENTIAL
[ " ELECTRONIC COMMERCE INITIATIVE i

, . o A )
United States Trade Representatlve Charlene Barshefsky welcomed the release today of the second - :
annual report of the' Administration's Electronic Commerce working group, which shows how electromc »
commerce is tr’amsformmg global trade and underscores the critical role of trade policy in ensuring its
unfettered developrnent :

i

"The extraordnllary growth of electronic commerce in the U.S.— surpassing all expectations--heralds a
new era of mternatlonal trade, further stimulating economic growth through the development of global
networks where U.S. leadership is second to none," stated Ambassador Barshefsky. "Electronic
commerce promlses to all countries, developing and developed alike, the substantlal benefits we are now
experiencing in the United States: growth, new _]ObS, efficiency gains, consumer convenience, and new
outlets for entrepreneurlal creativity, educational outreach and transparency of government."

|
1;

From the begmmng, the United States has embraced a policy aimed at ensuring that electronic
commerce is not hampered by traditional market access barriers. This year saw growing international
acceptance of the fact that such policies are key to attracting the investment and technology needed to
develop electromc commerce infrastructure. In the telecommunications sector, for example, many
" countries (mcludmg China) made new commitments to open up their markets, while others continue to

) liberalized thelr markets. Among WTO countries, there is a broad emerging consensus, which the U.S.
was mstrumental in shaping, supporting the continuation of the moratorium on customs duties on
electronic commerce (keeping cyberspace duty free) and affirming the apphcabﬂlty of trade-liberalizing
WTO rules to electronlc commerce. :
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- "Trade pohcy must ensure this engine of global economic growth can develop unimpeded,” continued
Ambassador Barshefsky "As a first step, we are working to ensure-- in regional fora such as APEC and
the FTAA, and lalso in the WTO--that trade—hberahzmg rules and policies are made relevant to this new,

borderless marketplace

Also noteworthy today were a series of letters wr1tten by private sector representanves from the EU, the
U.S and other urglng the EU to affirmatively support duty-free cyberspace. President of the European
Commission Romano Prodi and EU Trade Commissioner Pascal Lamy received letters with this
message from the Global Business Dialogue on Electronic Commerce, the Union of Industrial
Employers Confederanon of Europe, the EUJ Committee of the American Charnber of Commerce in
Belgium, and the Internatlonal Communications Round Table.
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- WTO Panel Upholds Section 301

R
b

\ : I S

L [ . i L. ) .
The Office of the U.S. Trade Representative announced today that a dispute settlement panel of the
World Trade (Drgamzatlon has rejected a complaint by the European Unlon upholding the

WTO-consistency of Section 301 of the Trade Act of 1974.
. | ;

"We have mam tained all along that Section' 301 is consistent with our WTO obligations, and are pleased
that the panel ¢ concurs ' stated U.S. Trade Representative Charlene Barshefsky. "Section 301 has served,
and will contmue to serve, as a comerstone of our efforts to enforce our international trade rights."

i
4

|
Section 301 is the statutory means by which the United States asserts its international trade rights,
including its rights under WTO Agreements. The EU claimed that Section 301 violates provisions of the
WTO Dispute Settlement Understanding (DSU), the WTO Agreement and the General Agreement on
Tariffs and Trade 1994 (GATT 1994). These rules deal with determinations by a. WTO Member that
another country has violated its WTO rlghts as well as any actions taken in response.

' "The panel agreed that the United States has in fact acted in accordance with its WTO obligations in

every Section \301 determination involving an alleged violation of U.S. WTO rights," continued
Ambassador Barshefsky "The panel concluded that nelther the EU nor the thlrd parties to the dispute
had demonstrated otherwise."
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Background

The EU brought its claim late in 1998. The EU complaint was not about the apphcatlon of Section 301
in-any partlcular case. Rather, the EU argued that the time frames in Sections 301-310 do not allow the
U.S. government to wait until the DSB has adopted panel and Appellate Body ﬁndmgs before making its
detenmnatxons %md suspending concessions.

i
Specifically, the EU clalmed that the 18-m0nth deadhne in Section 304 for determmmg whether U.S.
agreement nghts have been denied does not allow enough time for WTO panel proceedings to finish in

all cases, and that 1.8, determinations under Section 301 are therefore 1ncons1stent with Article 23 of the
WTO Dlspute Sett]ement Understanding. :

The EU also challenged the time frames in Sectlons 305 and 306 for takmg action when anlother . = i
Member:has failed-to implement adverse DSB rulings and recommendations. The:EU claimed:that: tne hE
statute requlres"the United States to make determinations and to take action before:WTO: panels can: . ‘f;
confirm non- comphance under Article 21.5 procedures and determine the amount of any: suspension of‘ .
concessions under Article 22 procedures. ThlS accordmg to the EU, vxolated DSU Amcle ?'3 and. GA’."F o
1994 Artlcles I I1, III VI[ and XI. : , '

E:

The Panel rejected these claims. It found that the language of the Section 301 statute prov1des USTR
with adequate dlscretlon to comply with WTO rules in all cases. It also found that while the statutory
language does not provide assurances as to how that discretion will be exercised, such assurances are
provided when the statute is read in light of the Uruguay Round Agreements Act Statement of
Administrative Action. o “

The WTO estthshed the three-member panel on March 2, 1999. Brazil, Canada, Colombia, Costa Rica,
Cuba, Dominica, Dominican Republic, Ecuador, Hong Kong, India, Israel Jamalca Japan, Korea St
Lucia and Thai and appealed as third partles inthe chspute :

30-

2 of 2 | A -. o | . ~ 9/1/00 9:53 AM


http://www.ustr.gov/releases/1999112/99-102.html

1of l

hitp://www.ustr.gov/releases/1999/12/99-103 htm!

OFFICE OF THE UNITED STATES TRADE REPRESENTATIVE
Executlve Ofﬁce of the Presndent

Washqngton, D.C. ‘
20508

USTR Press Releases are available on t:he USTR home page at wwiv.ustr.gov.

They arc also available through the USTR Fax Retrieval System at 202-395-4809,

99-103 }
) a
For Immedlate Release Contact: Thomas Tnpp

December 22, 1999 Amy Stilwell

\ .
| ' »
(202) 395-3230 : .

USTR Discontinues "Fax-on-Demand" Service

Effectlve Deccmber 31, 1999, the Office of the Umted States Trade Representatlve (USTR) will
discontinue th“ "fax-on-demand” document retrieval service, USTR documents (mcludmg all documents
presently avallable via the fax-on-demand system) may be obtained from the agency's world wide web
site (www.ustrigov), or by contacting the USTR Publlc Readlng Room at (202) 395-6186.
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PRESS STATEMENT: JAPAN FLAT GLASS

The U.S. Japan F lat Glass Agreement, Wthh was concluded in January 1995, exp1res at year-end. The
Agreement has had some important successes. For example, it resulted in Japan's adoption of energy
conservatlon]standards in the housing sector that are already boosting demand for insulating glass a
high-value-added product that will beneﬁt Japanese and American manufacturers alike.

H

' However, important objectives remain unfulfilled:
I

--On December 21, the Japan Fair Trade Comm1ss1on issued warnings to five J apanese industry
associations and afﬁhates including a subsidiary of Japan's largest flat glass manufacturer. These
orgamzatlons] reportedly colluded to intimidate distributors who purchased foreign-manufactured auto
replacement glass through price dlscnmlnatlon and other methods.

| ‘
-- MITI's own data show that most Japanese distributors believe that foreign flat glass manufacturers
offer equal or better prices, quality and service than Japanese manufacturers Yet the world's four leadmg

" 9/1/00 9:53 AM



http:www.ustr.gov
http://www.ustr.gov/releasesl1999112/99-105.html

" http://www.ustr.gov/releases/1999/12/99-105 html

. non-Japanese flat glass manufacturers still sell an insignificant amount of glass to Japan.

-- Companies with direct ties to Japanese manufacturers have been more successful than their
non—Japanese competitors iri exportmg flat glass through J apan s dlstrlbu‘uon system. ‘

, -- More than half of all Japanese flat glass distributors source glass from only one manufacturer.
Recently, J apanese manufacturers have tightened their control over the dxsmbutlon system by 1 mcreasmg
their equity holdmgs in flat glass dlsmbutors :

|

U

|
According to ]Deputy U.S. Trade Representatlve Rlchard Fisher, "Despite the successes of the
U.S.-Japan Flat Glass Agreement, we remained concerned that anti-competitive behavior continues to
pervade J apan]s flat glass market This concern was recently validated by the warmngs 1ssued by the
Japan Fair Trade Commis s10n ,

|
!

"We know that problems stlll exist in Japan s flat glass market," Ambassador Fisher said. "We look
forward to workmg together with the Japanese Govemment to resolve these problems, and we will

consider all avallable optlons as we seek to do-so." o S
I . ‘ P

-30-

Frequently Asked Questions about Japan's Flat Glass Market

Aren't declinling prices indicative of increasing competition in Japan's market?

« It is not surprising that pnces have declined in Japan for a basic construction material like glass
durmg Japan's woist economic slump in the last 50 years. With the economy beginning to recover,
the Japifmese mantifacturers recently announced a price increase of 15-20%. These took place in
the wake of reductions in manufacturing capacity by these firms. The recently announced price
1ncrease appears to be the same kmd of coordinated action that has beset Japan's flat glass market

. for dec[ades

o *The most recent data from the JFTC and MITI indicate that foreign manufacturers retain a

sxgmﬁcant price advantage: according to J apanese glass distributors, foreign manufacturers,

\
!
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: 1ncludmg U.S.-based companies, continue to enJoy a strong price adva,ntage over domestic
. manufacturers while offering equal or better quahty products. :

Has Market Share Changed Significantly?

« Japan’ s flat glass market remains divided between three domestic manufacturers, as it has for
several Idecades MITI's own data indicate that the only change since the Agreement s signing in
1995 was a one percent reduction per year in the second-place firm's market share. This can hardly
be construed as a significant change in the competitive landscape, given that the beneficiary of this
development was the dominant Japanese manufacturer, Asahi, which now controls more than half
of Japan s flat glass market. :

|

Haven't Imports to Japan Increased Dramatically?

o *Japan claims that 1mports now account for 14% of J apan's flat glass market. This statistic distorts
the true picture because it includes all flat glass products-from all suppliers to all customers. In

.. .particular, automotive glass imported by Japanese manufacturers from their U.S.-based

: .-.subSIdldrles or affiliates accounts for 8 of the 14 percentage pomts accounted for by flat glass

. imports (1n 1997). } s
-, .-.°Sh1pments by Japanese sub51d1ar1es in other countnes account for much of the rest of these
: ' 1mports‘ S Con el I
o i*The Flat Glass Agreement was intended to openithe market to all foreign competitors, not 31mply
S (¢ encourage the Japanese manufacturers to 1mport more from thelr forelgn subsidiaries or

‘ .afﬁhates ‘ S

Does Japan ITport More Flat Glass than the Umted States? ‘

. ~Market access is dtetermmed by trade access and investment access

7

e *The U. S glass market is fully open to Japanese companies. Wholly and partlally owned
afﬁhates of Japanese flat glass manufacturers hold 37% of the U.S. flat glass market. Japanese
manufacturers do not need to export to the Umted States, because they purchased manufactunng
capac1ty within our country. »

e °In codtrast U.S. manufacturers have not been allowed to purchase capa(:lty in Japan. Japan has a
longstandmg resistance to direct foreign investment, especially in manufacturing. In keeping with
Prime N/Imlster Obuchi's proclaimed desire to attract such capital to Japan, the United States has
proposed further steps Japan can take to encourage foreign investment in the glass sector.

Are. Dzstrzbut})rs Dzvers;;ﬁ»mg their Supply Sources? .

® | S

. -MITI’S own data indicate that more than half of all flat glass distributors continue to source from _
a smgle flat glass manufaeturer Given that much of Japan's glass trade mvolves commochty glass

i
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Are U.S. Firms Doing Enough to Compet,ef‘m Jqpan;?

'recently,l it has established two consolidated warehouse/cutting/sales centers, and recently .- .:

N S _ . ' http://www.ustr.gov/releases(1999/12/99-105.htm1
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that varies l1ttle from manufacturer: to manufacturer it is d1fﬁcult to understand why d1str1butors E
would be so reluctant to diversify suppl1ers in the absence of coerc1on

*Many. qf those d1str1butors who do not sole -source buy only 5% or less from foreign
manufacturers We are concerned that these represent token purchases..

*We are ‘concemed that the autonomy of J apanese d1str1butors is decreas1ng asJ apanese
manufacturers increase their. equity hold1ngs in distributors. Japan's Fair Trade Commission has
reportedlthat "the higher the ratio of capital investment from domestic manufacturers, the more
special agent stores respond that they do not handle 1mport products

‘ Lo

Vo
o
[}

SRR

o *The two U.S. compan1es 1nvolved 1n this issue have an 1ntemat1onal reputation for excellence.

other A‘s’ran countries. But not in Japan

|
1
'

They have been successful all over the world - in Europe, Latin Amer1ca North Amer1ca and

*The b1ggest and most proﬁtable J apanese manufacturer (Asahi) has a’ return on equity of three

‘ percent, \the return on equity of the U.S. company PPG is more than seven times higher. (Japanese-

companﬁes other than Asah1 are: reportedly los1ng money.)
*The. efforts of 1J.S::. ﬁrms in Japan have been s1gn1ﬁcant PPG has created a joint: venture W1th a;
major: Japanese trading company; establ1shed a large sales force of Japanese natignals, prov1ded
sales lrterature in the Japanese language .offered equal or better quality products stepped up::

, d1str1but1on and fabrication centers in Japan; and quoted very competitive prices: ‘Guardian created oo

a'sales’ subs1d1ary il Japaiand opened-a network of warehouses to minimize delivery time. More

1ntroduced a new:distribution system that will enable it to provide 24-hour service to Japan s ﬂat
glass market forthe first time. . : ;¢ RAEN

l

I

MITI's own data iridicate that, over the last ﬁve years, foreign manufacturers have made great
progress} in burnishing their reputat1on in the Japanese market. Among Japanese distributors who
currently handle foreign flat glass, more than half regard foreign flat glass as equal to or better

than Japanese-manufactured glass i 1n terms.of; pr1ces quahty, and service.
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