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US House Passes FSC Replacement I you have any questions or need more
information, please contact Ms. Smith at
Legislation; Anticipates Retaliation 2024638493 or via email at anne@moinc.com.

Inamovelabded by Tressury Deputy channding them through offshore sub- condtituted anillegd export subsidy and

Soreay Suat E. Eizenddas“anex-  ddigies raisad two key objectionsto FSC legida
traordinary bipartisan, bicamerd proc- tion: a) revenuethat would normdly be
es3', the USHouse of Representatives  Eizenstat continued by commentingthet, — fuily texeble under the Internel Revenue

passed the FSC Reped and Bxtraterri-  “Enactment of thislaw isnecessary to Codeenjoyed apreferentid rate of taxa:

torid Income Exdusion Act Of 2000 avoid animmediate confrontationwith  tjon thanksto FSC legidation and b) the
on September 13 by avoteof 315t0 the EU, to ensurethat the United Siatesis  provisons allowed by FSC legidation

109. in cpémiarsewitht_hev\fhgl anolléom constituted anillegdl export subsidy be-
— avoid possble sanctionsthat woul causeonly exportsweredigiblefor pref-
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to resdlvethe ongaing digouteover bananes producing Satesthet have been pressur- Compliance on Subsidies )
andhormone-trested bedf. Themgarity of ingtheAdminisration for cashmere's Disciplines, Bilateral

productsgppearingontheligwill besljed induson. Market Access
to 100%otaiffsinthehopesof rendaring
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EU and Japan Pledge Enhanced Cooperation, ‘iondlﬂfem
W\ ITWOul
New WTO Round mutially bere
The EU-Jgpan Summit reeched aposi- _ fiad towork
tivecondusion asthey pledgedto towards strengthening their cooperation

grengthen tiessand intengfy effortsto
dart anew round of WTO taksthisyesr.
Y oshiro Mo, the Jgpanese Pime Min-
ister, Romano Prodi, former president of
the European Commission, and Jacques
Chirac, current Commisson Presdent,
madethe commitment & amesdtingin
Tokyojud prior to the G8 Summitin
Okinawa. Whilethethreeleedersher-
dded the coming ten yearsasthe
“decade of Jpan-Europe cooperation’”,
littlewas accomplished intheway of
Substantive agreements, excepting cogp-
erdionin competition law.

During their last annua meeting on Oc-
tober 1999 in Tokyo, the Commisson
and the Japanese Fair Trade Commisson

inthefidd of competition. The Comnu-
nity has shown increasad interest in con-
duding severd such agreementstore-
flect theincreesing internationdlization of
theeconomy and theresulting impact

established with the US and Caneda.
The cooperation between competition
authoritiesis based on kegpingin con-
Sant touch about rlevant competition
casssand by establishing arrangements
for the exchange, use and protection of
enforcement related information.

Thetwo Sdesaso pledged to Srengthen
tiesand intengfy effortsto dart anew

EU, China at Odds Over Compliance on Subsidies

Disciplines, Bilateral Market Access

Inarareshow of conoated adion, the EU
andtheUSarepushing Chinato aoogat
ful WTO dsaplinesonindurid subs-
des TheraepatnasaeugngChinato
dopinvaking provisonsfar devdoping
counresthet mekeit moredfficuit tofilea
sucoessful dhdlengeinthe WTO. Intrans-
oat, Chinacontinuestoress thedemands
andinsgsthet it will nat sumender rights
aooorded developing countries

Chirdsrdentionaf devdopingdatuswould
reckr itvay dffiauttodgoutesibsdizad
Chireeequartsinthemarkasaf third coun
triesthet dgdaceanother WTOmamba’s
sles AlthoughChinahesdresdy pledged nat
touseindLatrid expart subddies the BU cont
tendsthet thesecommitmantismug bee
faraeedeinarder tobermeaningfu andisnow
sekingmoreconoessonsfromChinainarder
topresavedfediveramedesagand oS-
dzedindudrid produdioninChinas TheBU
hesspadificaly pinpaintedingtancesd Chi-

within the Community. round of WTO talksthisyear. The
pledge may ease EU concernsabout Je-
The envisaged agreement on compet- pan’scondusion of bilaterd trade agree-
tionwould fadlitate the exchange of in- mentswith South Koreaand Sngapore
formation oninternationa competition thet could potentialy reduce Japanese
casesand dlow both partiesto coordi- commitment tothe WTO. Whileem-
netethelr competition investigationsto phasizing abroad berth for cooperation,
thefull extent of their respectivedomes:  however, thetwo Sdesdid not mekeany
ticlaws firm commitmentson timing for the new
round, prompting criticsto doubt thet the

Theprindples projected for thefuture Okinawa Summit will endin aconcrete
EU/Jgpanagreament aebassdonthose decisononthe WTO.
outlined in bilaterd agreementsdready

neseusedf un- part Lbsdiesand domestic aypparts tedicd

depriodinpus  bamerstotrade usedf bdancedf payments
forindugtiid produdionaswel asthepradice meeaures judidd review and generd trangoar-
o edendrgloastoatapissongtenon-  axyisues
commadd temsor ontamsthet donct re
qurepaymet EU Investmentin the US Undergoes
TheBU andChinaareda oddsover s o
pedisof their bilaterd merket aooessagyee: BLrosiat, theBL' ssetisicel egency, foundtret
mertsandwill coniruenegatiaiingtofind f|0NSd.dI‘EIIIWEEInHI'tHW331ﬂ1.3EUO-
aoogtaemiddegound Amogatheis PENUnionandtheUSwert ey infavor
965 thepatieshavenctyet agrestlonhow c_ﬁerSIaetyear, dfainginpataneqane:
Crirawill implemertretal deribuionrigns fonfortheELo sweek pafommenceontor-
adtheChineegatingd svenlicresty gnexdangemakes AaordngioELro-

BUinsrancecompenies Chinahesanly
issued twolicensssfar BU insurancecomper
nies whichformsakey pat of ther market
aocessa withthe BU.

Whilemuchprogresshesbesnmedeinpre
paingfar Chinglsaocessontothe WTO,
many issuescontinuetogumpmembasot
thewarkingparty. Of paticular conoanare
trangparancy andlicenang commitmeanisin
thesavicessadtar, theadminidration of taxiff-
retequotas commitmeantsonagriouiturd ex-
2

g, busnessintheBU invested $151 hillionin
theUS anincressedf roughly 23%over
whet they invesed in 1998, Inthedher
diregion, UScompaniesinvesied gopraxi-
metdy $68 hillioninthe BU, angopraxi-
mete 15%%inaressefrom 1998,

Theddawaeheavily afected by figuresfor
the UK, whichistne BU'slesder infardgn
invesmant butisnatamambe of theeuro-
e
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FSC Replacement Legislation, cont.” | Ameicarowned sbsidar-
iesfrom Ameican taxaion.

promptingadionintheSeateandHouse Suchincomewouldbesub-
toddeminean acoeptebledtamaivetothe 16X UNquely totaxetion gbroed. Thenew
FSC. TheClintonAdminisraionsney ~ YSemfor oifshoresdleswesgpproved by
legidationisaresdy embatedbydams ~ theHouseWaysand Means Commitieein
fromtheEU thetit continuestovidaethe  1@ey.
WTOasanexpatabsdy. TheEU assrts  Fizengtat contendsthet theit wasnecessary
its illegelity becauseitwouldtax domedic  to passthelegidation by October 1inorder
slesof anAmericenproductsdiffeenly  toavaidintensfyingthedisputewiththe

thenit wouldincomegenerated by imports

The FSC Reped and Extrataritorid In-
comeExduson Act Of 2000 will dothe
fdlowing: a) dimnatetheFSCand b))
protect pedified fordgnincomegenerated
by expartsarigndinginthe USaor by over-
Sessesof produdtsmedearoed by

Blair’s Backing of Cashmere Stalls

EU, however it issuspected thet arddia
tionligisdreedy intheworksinatidpa:
tionof enunsaifactory replecament tothe
FSC. Uponreview of thenew legidation,
the EU isexpected to demend acompliance
review. If theUSandtheEU areungdleto
reech acompromisesdtisfactory tobath
paties the EU isexpected to request the

WTO's pamissontoimposerediatory
sandionson USexports

Theprgeted retdigion lig issad to
amount to$4 billion, whichisogensbly
besad onanesimatedf thetrade
“dameges’ doneby the FC. Inthecase
thet the EU propossd argdiationamourt,
thet amount would bereviewed by aWTO
atbitrator . If the proposed retdiaion
amount isacogpted, it would represata
maximumamount, but would not necessar-
ily condtitute the EU’ sedtions—they could
chooedther toimposepatid rediaionor
t0 seek compensation (trade concessonsto
the EU thet would offset tradedamege

(continued on p. 4)

Carousel Sanctions, cont.’

was planned with the caveet thet it
would only gppear inthe cesethet the
USand the EU faled to end thelong-
ganding beef and bananawar by No-
vember 15, 2000. However, thestub-
born persstence of these dioutes does
not bodewd for argpid recondiliation,
giving the British government little
hopethet cashmerewill avoid retdia
tory messures.

The current list was compasad inhopes
of stepping up pressureagaing the

EU —rotating the productstargeted
donein hopes of soreading thefdlout
to more European industries, prompt-
ing themto pressurether governments
tofind asolution to the beef and banana
was. However, it ssemsthat until a
solutionisfound to thecashmereissug,
thelig will continueto livein limbo.

Revised List of EU Exports Subject
to Carousel Sanctions:

New Entries
Sweet bisouits, wafflesand wafers
Pecorino cheese

Peaprika

Canned pears, peachesand mandarin
oranges

Minerd Water

Removed entries
Bahsdts
Lithographs
Bateries

Chicory

Sausage caangs
Fruit juices
Rusks

OntheFence
Cadmere

Reappearing Entries

Roquefort cheese

LouisVuitton handbags

Frozen cow tongues, liversand brains

Countries Commit to Revised Kyoto
Convention

Switzerland, The Czech Republic, Mo-
rocco and New Zedand have sgned
therevised Kyoto Conventiononthe
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smplification and harmonization of

cusoms procedures e ceremoniesa
the World Cusoms Organizationin

Brusds.

Unanimoudy adopted by the Counail
of theWCO in Juneladt year, there-
visad Kyoto Convention established
modern international gandardsin Cus-
tomsprocedures Desgnedto enable
morergpid dearance of goods, people
and conveyances, the newly adopted
procedureswill maximizetheuse of
new informetion technology and mod-
ern dearancetechniquesbased onrisk
andyss

Adding theserequirementsto thar na-
tiond legidation will dlow nationsto
fadlitate internationd trade, simulate
economic growth and providetargeted
cusomscontrol & their borders The
revisad Kyoto Convention will come
into forcewhen 40 membersof the
World Customs Organization—which
today congstsof 151 members—have
signed. Thishringsto 12 the number of
Membersof the WCOwho have
sgnedthenew Convention
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Trade Briefs

FSC Replacement Legislation, cont’,

causad by theFSC)) Thedisputeover the
'FSC Reped and Extraterritorid Income
Exduson Aa Of 2000 could not comea
aworsemoment, as\Washington parries
with Greet Britain over cadhmereand
revissstheligt of Europeen productstobe
targeted by the* carousd ssndtions”. The
impending tariffs amountingto more
than $308.2 million, arerediation for the
EU srdfusd todter thar resricionson
benanaimportsand hormone-trested
bef.

WTO Favors EU over US in wheat
gluten dispute

Onduy 31,aWTO Pand contended thet
aUSsateguard quotaimposad onthe
import of wheat glutenvidlatesWTO
rues spedficaly the WTO Agreamant
on SHeguards

US - EU Trade Disputes to
Keep An Eye On....

Asif US—EU traderelations
needed any more bones of conten-
tion, hogtilities over audio-visua
products and funding for the devel-
opment of Airbus new super-
jumbo jet, the A3X X, threaten to
boil over.

Prompted by France, the EU has
been maneuvering to control im-
ports of American filmsand re-
corded music by Eastern European
countries. Playing on these coun-
tries’ desire to accede to the EU,
their progress towards membership
has at times depended on their im-
position of higher import barriers
against non-EU audio-visual mate-
ria than those maintained by cur-

TheUSintroduosd the ssfeguard

measure by imposing aquataonim-
portsof wheat gutenfromvarious
ourcss induding fromthe EU, on1 June
1998. Astheman supplier of theproduct
tothe US(tradein 1997 anounted to US
$41 million), theEU wasseverdy &-
fected by themeesurewhich cut imports
by 40%. TheWTO dipulatesthet ucha
quata, if determined to belegd, must be
eoudly gppliedtodl third-country suppli-
as Howeve, thequotagppliedtothe
ssoond exporter, Audrdia wasso gener-
ousthet thet it hed to Sep up tredein order
tofill theamount. Canedawasdo unjus
tifigbly exduded from the ssfeguard
measure

The Commission expectsthe USto com-
ply with WTO regulationsand withdraw
themesaure However, faluretodoso
will pavetheway for theCommissonto
goply acompensdtary taiff ontheluara
tivetradein com gluten fesd.

Landmark EU-Mercosur Conference
Set for October

On October 12, the Eurapesn Commis:
sonwill hogt alandmark conferenceon
EU-Merooaur rdaions providnganqo-
portunity for dekehaldasinthe EU-
Mercoaur rdaionshipto acquirefirg-
hend informetion ontrade negatiations
and tofadlitateand exchangeof views
Thecurat EU-Meocoar rdaionshipis
bessd ontheIntaregiond Framework
Co-opadion Agreament andamsfor
liberdization of dl tredein goodsand ser-
vicesinconformity withWTOrules as
wdl asan enhanced form of co-oparation
and agrengthened paliticd didogue Af-
ter threeyearsof preparatory work the
Heedsof Sateand Govamnment of the
Europesn Unionand Mercoaur & thar
summitmegting on 28 ne19MinRio
deJanaroformaly decidedtolaunch
thesenegatitions

The October conferencefdlowstheMer-
coaur EU Businessforumand will pre-
parefor thethird round of negatiaions
whicharescheduled to teke place No-
vember 2000in Brel.

rent EU member states. Whilethe
US government accepts current re-
grictions, USTR Charlene Barshef-
sky hasmade it clear that more
stringent restrictions will be met
with fierce opposition.

Theflames of hogtility have also
been fanned over the funding of
Airbus A3XX. Largeloansto
companies in the Airbus consortium
have been made by the British,
French and German governments
for the development of the aircraft,
prompting Ms. Barshefsky to push
for compliance with WTO tipula
tions on subsidies.

South African Government Ac-
cuses EU of ‘Sabotage’

The South African government con-
tends that the EU has sabotaged the

long-awaited wine and spirits agree-
ment. Dueto comeinto forceon
September 1, the accord resolved a
bitter dispute over the [abeling of
spirits, which posed nosmdl threat
to the bilatera trade agreement.
The agreement was finaly reached
with South Africaagreeing to phase
out, within 12 years, the use of
European names of origin, such as
port and sherry. Asaquid pro quo,
the EU agreed to provide the
South African wine industry
with financial assistance.

However, the EU claimsthat afresh
host of technica details must be
dealt with prior to the implemenia-
tion, giving riseto frustration, re-
sentment, and claims of sabotage by
the South African Trade Ministry.
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